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1
Introduction

Alberto Posso

1.1	 �Purpose and Scope

The aim of this volume is to present new information to complement 
existing work on child labour. There is a large literature on child labour, 
which has attracted thorough reviews, most comprehensive of which is 
Edmonds (2007).

Edmonds (2007) decomposes the child labour literature into two cat-
egories. The first focuses on defining child labour, which discusses issues 
related to legal definitions that help statistical agencies to account for 
child labour. This research also preoccupies itself with scoping different 
activities that should or not be included in the child labour definition.

The second major part of this literature focuses on understanding why 
children work. This strand of the literature focuses on both the theory 
and practice of child labour, usually from an economic perspective. This 
literature primarily defines child labour in terms of time allocations, 
which is usually preferred by academics for empirical work. It studies the 
determinants of child labour to inform policymakers as to how to 
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eradicate the phenomenon. This literature focuses on how family charac-
teristics affect child work as well as how exogenous shocks, such as income 
or price changes as well as policies, affect it. This literature often discusses 
the consequences of child labour, focusing on health and well-being out-
comes, for example (Posso 2019).

This volume primarily fits into the second strand of this literature. 
While defining child labour is important, each chapter adopts its own 
definition often aiming to facilitate empirical analysis. The volume pres-
ents both theoretical and empirical approaches to understanding child 
labour, primarily from an economic perspective.

The volume is made up of three sections. The first section builds on the 
existing literature and provides new theoretical insights into child labour. 
Section 1.2 provides empirical evidence from both quantitative and qual-
itative case studies on child labour from across Asia, Africa and Latin 
America. This section provides information from studies conducted in 
Brazil, Cameroon, the Dominican Republic, India and Vietnam. Section 
1.3 provides policy recommendations.

The remainder of this chapter sets the stage for the ensuing analysis by 
first discussing how governments usually define child labour. Then, the 
chapter discusses the most commonly known consequences of child 
labour to highlight why communities should care about it. Finally, the 
chapter discusses leading policies identified as negatively impacting child 
labour. Given that comprehensive reviews exist, the focus of this chapter 
is to discuss the latest thinking on the topic.

1.2	 �How Do Governments Usually Define 
Child Labour?

The United Nations Sustainable Development Goals (SDGs) include a 
commitment to eradicate child labour in all its forms by the year 2025 
(Goal 8.7). However, child labour, according to UN guidelines, generally 
does not refer to all work activities that a child undertakes. In 2008 at the 
18th International Conference of Labour Statisticians, convened by the 
ILO, the UN system agreed on a definition of child labour to allow for 
the collection and analysis of data. Accordingly, a child is considered a 
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labourer when he or she lies within the following categories: (1) is between 
the ages of 5 and 11 and undertakes at least 1 hour of economic work or 
21 hours of unpaid household services per week; (2) is aged 12 to 14 years 
and undertakes at least 14 hours of economic work or 21 hours of unpaid 
household services per week; and (3) is between the ages of 15 and 
17 years and undertakes at least 43 hours of economic or unpaid house-
hold services per week (UNICEF 2017). A child is also identified as a 
labourer if she/he is engaged in the worst forms of child labour, which 
include slavery, forced labour, prostitution, trafficking or exposure to 
hazards.

It is using these definitions that we now know that despite declining in 
recent decades, the latest estimates suggest that approximately 168 mil-
lion children aged between 5 and 17 are engaged in some type of child 
labour (UNICEF 2019). Figure 1.1 presents the percentage of children 
aged 5 to 17 years in child labour, by sex and region. The figure highlights 
that using this definition, approximately 30% of children in Southern 
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Fig. 1.1  Percentage of children aged 5 to 17 years in child labour, by sex and 
region. (Source: UNICEF (2017). Notes: Regional estimates represent data from 
countries covering at least 50% of the regional population of children aged 5 to 
17. Data coverage was insufficient to calculate a global estimate and regional 
estimates for East Asia and the Pacific, Eastern Europe and Central Asia, North 
America, South Asia and Western Europe)
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and Western Africa are engaged in child labour, compared to between 5% 
and 10% in the Latin America and the Caribbean and the Middle East 
and North Africa. On average, using this definition generates data that 
also suggests that boys are more likely to work than girls. This issue is 
dealt with below.

There are at least two important problems with this definition. The 
first problem is related to the stepwise definition of child labour. For 
example, if an 11-year-old child is working in a family farm for an hour 
a week, he or she is a worker. However, that same child ceases to be a 
worker on their 12th birthday. This ad hoc distinction assumes that child 
well-being, lifestyle and pressures can arbitrarily and drastically change 
from one day to the next. Perhaps adopting a more linear approach would 
be useful. Indeed, economic researchers aim not to classify child labour 
in a dichotomous fashion. Rather, many economists employ child work 
hours to test the relationship between child work and various outcomes 
(Posso 2019).

The second problem is related to the distinction between work activi-
ties and unpaid household services. The current definition structures 
treat unpaid household work as less problematic for children than eco-
nomic work. The issue with this definition is that household chores can 
be potentially harmful by exposing children to dangerous chemicals, 
tools and abuse (Posso 2019). Importantly, this distinction can also 
underplay the extent to which girls work, given that they are more likely 
to work at home (Bhukuth 2008). It is perhaps for this reason that Save 
the Children (2019) defines child work to include all kinds of productive 
or domestic work, paid or unpaid, in the family home or externally, both 
in rural and urban contexts.

1.3	 �Why Should We Care About 
Child Labour?

Child labour is both a symptom and a cause of poverty. Low-income 
households use child labour to meet their basic needs, using child labour 
to boost income to help achieve a minimal subsistence standard (Basu 
and Van 1998). The problem is that child labour can also have important 
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long-term consequences for adults once they grow up. Child labour is 
associated with adverse health consequences, which can last until adult-
hood, and lower levels of educational attainment and has been found to 
lead to lower earnings in adulthood (ILO 2015; Posso 2017, 2019).

As a result, child labour not only plagues the poor but can potentially 
condemn poor children into a life of poverty, generating a vicious poverty 
cycle. Basu (1999) conceptualises a model that explains how this works. 
Mainly, poor households that are unable to meet a minimal subsistence 
standard send their children to work. In turn, work deprives children of 
education and skill acquisition. Consequently, the generation of child 
workers become poor, unskilled adult labourers. This cycle of poverty 
fuels child labour in the next generation.

1.4	 �What Can We Do About Child Labour?

Policies that aim to ban child labour are likely to be ineffective for two 
reasons. First, it is difficult to ban child labour when it predominantly 
occurs in the informal economy (Bhukuth 2008). Family businesses, 
domestic work and artisan work mostly fall outside of the regulatory 
framework of governments, particularly in developing countries and in 
rural areas. This is particularly so for the rural sector, where most child 
labour exists (UNICEF 2019). As a result, children that work are not 
protected by existing legislation.

Second, child labour occurs in relatively poorer households, such that 
banning may propel households further into poverty. Many households 
survive thanks to the financial or in-kind contributions made by chil-
dren’s work; consequently, banning such support would risk pushing 
households below a minimum subsistence standard (Bhukuth 2008). 
Bharadwaj et al. (2013) examine the consequences of India’s Child Labor 
(Prohibition and Regulation) Act of 1986, which banned child labour. 
Using survey data conducted before and after the ban, they show that the 
ban decreased child wages, which in turn resulted in an increase in child 
labour. Their results suggest that families use child labour to reach a mini-
mum subsistence standard, so when child wages decrease, poor families 
utilise more child labour.

1  Introduction 
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In the absence of effective government policies, many suggest that 
goods made by child workers should be banned or boycotted in other 
countries. However, this can backfire because boycotting goods can 
reduce wages, pushing households to increase child labour supply to meet 
their required subsistence standards (Basu and Zarghamee 2009).

Policies that aim to directly affect the root causes of child labour are 
going to be more effective than banning it or boycotting products. 
Eradicating child labour can be achieved only by eradicating poverty, so 
policies that tackle poverty, particularly child poverty, are more effective.

There is a large economic literature that shows that even small cash 
transfers, which increase household income, can lead to sharp falls in 
both paid and unpaid economic activity of children (Del Carpio et al. 
2016). Conditional cash transfers, for example, provide the household 
with cash injections if children attend school and have regular health 
check-ups. The policies recognise that helping children accumulate 
human capital through schooling and health interventions can lift them 
out of poverty. The evidence suggests that cash transfers are indeed associ-
ated with declining incidences of child labour (Kabeer and Waddington 
2015). Overall, the evidence suggests that policies that are associated 
with factors that can potentially help households increase their income, 
including better access to credit markets and loans, are associated with 
declines in child labour (Chakrabarty 2015). Conversely, economists 
have found that child labour increases during difficult economic times 
for families (Del Carpio et al. 2016). Overall, when budgetary and finan-
cial constraints of poor households are alleviated, households become less 
likely to rely on child labour.

Studies have also found that investing in quality education is associ-
ated with declining child labour, as households perceive a higher oppor-
tunity cost of working (Del Carpio et al. 2016). Consequently, policies 
that lower both direct (school fees) and indirect (travel time) costs of 
formal schooling as well as aim to improve its quality can decrease child 
labour (Edmonds and Shrestha 2014).

However, many studies continue to uncover heterogeneity on the 
impact of various policies, including absolute or conditional transfers on 
child labour. This literature points to the fact that context matters. 
Household characteristics and cultural factors can be particularly 
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relevant, as child labour may be more acceptable in some societies over 
others (Bandara et al. 2015). Within households, children’s age, gender 
and birth order also seem to make a difference (Kantarevic and Mechoulan 
2006). Finally, factors like access to credit can potentially increase child 
labour when they create new employment opportunities, particularly 
when educational alternatives are poor (Bandara et al. 2015).

This level of heterogeneity calls for further research into child labour. 
It is important to understand the complex context in which it operates. 
This volume provides new evidence of the theoretical and empirical 
causes and consequences of child labour. In so doing, the chapters pro-
vide a unique set of policy prescriptions that are applicable to both the 
developing countries that make up the case studies of the volume and 
other countries more broadly. The volume is constructed to inform policy 
with rigorous analysis.

1.5	 �Volume Content

To present a revised theoretical framework, Section 1.1 of this volume 
discusses child labour from both a macroeconomic and microeconomic 
point of view. In Chap. 2, Joydeb Sasmal and Ritwik Sasmal discuss child 
labour from a macroeconomic perspective. The chapter begins with a 
review of the literature on child labour. Then, it theoretically presents the 
vicious poverty cycle in which child labour exists. Child labour is primar-
ily caused by poverty. In turn, working children, deprived of education, 
grow up to become poor, which results in a child-labour-induced poverty 
trap. The chapter addresses potential pro-poor and pro-growth macro-
economic policies, which could potentially curtail the child labour prob-
lem. The authors present a classical argument in economics that sustains 
that shifting employment from the low-productivity agricultural sector 
to high-productivity manufacturing is likely to reduce child labour.

Chapter 3 builds on this framework with a microeconomic perspective 
of child labour. In this chapter, Indrajit Thakurata develops a life-cycle 
microeconomic model various financial and human-capital parameter 
playing a role in the incidence of child labour in developing countries. 
The chapter frames child labour as a coping strategy and explores three 
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income categories, with different levels of financial access and human-
capital investment options, and examines a two-generation, multi-period, 
finite lifetime problem of an altruistic parent valuing the human capital 
of their offspring. The problem is solved using dynamic programming 
where life-cycle profiles are generated using simulations. Simulations rep-
licate child labour as an optimal strategy of very poor households, and 
income support remains the only policy initiative to bootstrap education. 
The study shows that for the highest income category, there exists space 
for resource transfer without compromising on net human-capital 
production.

Section 1.2 of the volume discusses new qualitative and quantitative 
empirical evidence. In Chap. 4, Dakhina Mitra focuses on cultural fac-
tors that may be propagating the child labour problem. The author asks 
if there is a culture of child labour and looks at the decision-making pro-
cess of working, with special reference to the girl beedi rollers in Jhalda 
region of Purulia, West Bengal. This chapter utilises primary data col-
lected from a traditional agro-forest industry, beedi making, in Jhalda, 
West Bengal, India. The chapter aims to inform about children’s percep-
tions of work, their level of awareness of hazardous or exploitative work-
ing conditions, the amount of consultation that working children receive 
regarding the labour decision and broad cultural factors that can be used 
to justify work. The study uses an ethically approved methodology, which 
documents life stories of children. Given that children are socialised by 
families, peer groups and the society, their stories are deconstructed 
against the backdrop of the discourses of the family and larger society. 
The study argues that children socialised in a particular manner tend to 
accept their reality as fate. The study finds that child workers belong to 
sections of society, which are considered different at multiple levels from 
the others in that society. This distinction is observed in their physical 
spaces, living conditions, socio-economic status. Children are found to 
internalise the distinction and exhibit a sense of powerlessness and vul-
nerability. Their ability to exercise agency is inhibited by the societal dis-
courses of caste hierarchies, cultural practices, traditional norms 
surrounding gender and structural neglect. This and much more contrib-
ute to the decision-making process of working among these children. The 
chapter concludes that unless there are external influences (e.g. practical 
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educational initiatives, civil society and government partnerships, regula-
tion of exploitative conditions, context-specific alternative approaches) 
that work to break these barriers, such cycles become intergenerational, 
and the culture of child labour develops.

In Chap. 5, Eva Rodriguez Cuevas and Lorena Vieira Costa expand 
the empirical microeconomic literature, by studying how income shocks 
affect child labour in the Dominican Republic. This chapter builds on a 
large literature in applied economics that investigates the relationship 
between negative income shocks, child labour and school attendance. It 
begins with a theoretical mode and then tests its propositions using sur-
vey data from the Dominican Republic, one of the most vulnerable econ-
omies in Latin America. The chapter applies rigorous econometric 
techniques to model households’ decision to allocate children’s time to 
work and/or study. The results suggest that economic assets at home 
improve the human capital formation of children and adolescents and 
concomitantly reduce their probability of work, regardless of gender and 
age. The authors suggest that policies to combat child labour and to 
develop human capital in rural areas should not be limited to fighting 
poverty. The chapter ends with policy recommendations.

In Chap. 6, Peter J.  Morgan and Trinh Q.  Long contribute to our 
understanding of child labour by investigating it vis-à-vis another com-
mon phenomenon in developing countries, migration. Building on a lit-
erature that investigates the child well-being impacts of migration, this 
chapter uses Vietnamese household survey data to examine the effect of 
migration on left-behind children’s education and labour in Vietnam. 
Since decisions to attend school and to work are jointly determined, the 
authors use a simultaneous equation modelling approach to estimate the 
effect of migration on child education and labour. Since migration also 
affects household welfare, they integrate household welfare into a system 
of equations. They find that migration of other family members does not 
affect a child’s decision to attend school directly but does so indirectly 
through an increase in time spent at work. However, migration might 
increase household income, and this may also have a positive effect on 
child education and reduce child labour.

As in Chaps. 5 and 6, Chap. 7 also studies the nexus between child 
labour and educational attainment. In this chapter, Roselaine Bonfim de 
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Almeida evaluates the effect of the child labour on educational attain-
ment using data from Brazil. The study builds a pseudo-panel at the state 
level to understand how the proportion of child workers is associated 
with aggregated educational attainment of successive generations. The 
indicator of educational attainment is the probability of that a given gen-
eration in a given state finishes eighth grade of elementary school without 
any delay in a given year. The results show that child labour decreases the 
probability of attainment by approximately 70 percentage points. The 
chapter concludes with policy suggestions.

In Chap. 8, Fabien Sundjo explores the heterogeneity of child labour 
participation by focusing on parent’s characteristics. The chapter uses indi-
vidual records of the 2007 Cameroon household consumption survey. 
The chapter pays specific attention to subjective and objective poverty 
measures and how they affect child labour. The study uses several empiri-
cal methods to find that an increase in child wage increases the number of 
hours worked by a child and that child labour in Cameroon is poverty 
driven as indicated by both objective and subjective measures of poverty. 
Hence, placing a legal restriction on the employment of children as stated 
by the 1992 Labour Code of Cameroon in a context where poverty is 
pervasive may lead to a larger cost if not accompanied by other measures.

Section 1.3 of the study includes two chapters on policy recommenda-
tions. In Chap. 9, Afreen G. Faridi studies child labour in a pastoral tribe 
of Jammu and Kashmir. This chapter calls into question those recom-
mendations using a case study from a unique group of individuals in a 
conflict-affected zone. It focuses on the distinct social and economic 
realities that enculture and shape work practices in isolated communities, 
while locating perspectives which shape child labour legislation. The 
chapter argues that most of the studies on child labour in India and other 
developing nations employ a legal-positivist approach while determining 
the incidence of child labour across social groups. Even as ethnographic 
studies on scheduled tribes highlight the distinct cultural nature of their 
work practices, most of the analysis of child labour amongst tribes con-
tinues to rely on the universal definition of child labour prescribed within 
child labour legislation to determine the success or failure during its 
implementation. Thus, there exists a need to ‘embed’ state institutions 
and policy frameworks within the cultural practices of a tribe to 
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determine their efficacy in plugging child labour within a particular 
socio-economic reality. The chapter conceptualises the need to locate the 
social prejudice within the definition of child labour in legislative and the 
customary values that affect child work amongst tribes. It provides for the 
rationale that directed the researcher to embed and analyse child labour 
legislation within a tribe rather than any other social group in India. 
Using institutional analysis and development framework to analyse state 
policy in a zone of conflict, the study highlights the extent of work under-
taken by tribal children in Jammu and Kashmir and the impact of such 
customary work practices on their lives. The study embeds child labour 
legislation and state policy against cultural notions of child work using a 
case study of a pastoral tribe in Jammu and Kashmir. It reviews the extant 
legislation and policies for a critical analysis of child labour laws and poli-
cies in India to analyse the implicit assumptions of ‘child’ and ‘work’ in 
the legal framework.

In the final chapter, Alberto Posso provides a summary of the overall 
policy findings from all the previous chapters. This chapter reviews the 
policy recommendations of the previous chapters, providing a generalised 
view of how to curb child labour in developing countries. It warns that 
over-generalisations can be counter-productive, while highlighting the 
need for comprehensive nation, regional and international policies that 
aim to wholeheartedly address this phenomenon.
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2.1	 �Introduction and Literature Review

Child labour is a serious socio-economic problem at the global level, 
especially in the developing world. International organizations like UN, 
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voluntary organizations are very much concerned with this problem, and 
all are searching for effective policy measures to solve this problem. Legal 
ban, direct intervention of the government and incentive-based schemes 
have been suggested by scholars, researchers and policy makers as effec-
tive measures to combat this problem. Among the factors responsible for 
child labour, poverty is considered to be the most important one. Basu 
(1999), in seminal work, demonstrates that if the wage of the poor par-
ents is less than a critical minimum level, they will send their children to 
work for family earning instead of sending them to school for education. 
As the children of the poor parents are deprived of education and acquir-
ing skill, they grow up to become unskilled adult workers. That means 
the families will remain poor in the next generation also, and they will 
send their children to work again. Thus a child labour trap is formed due 
to persistence of poverty in a dynamic perspective (Basu 1999). Basu and 
Van (1998) assume that parents are altruistic and they want children’s 
education. Two axioms have been considered in their analysis here—lux-
ury and substitution. The luxury axiom asserts that if the parents are 
poor, they will send their children to work. Under this axiom, leisure is a 
luxury for the family, whereas under substitution axiom, adult and child 
labour are substitutes. In this theoretical model, there are two equilibria, 
one is with child labour where adult wage rate is low and the other is 
without child labour where adult wage rate is high.

The ILO states that child labour deprives children of their childhood, 
and it hampers their access to education and skill formation (Basu 1999; 
Burra 2005; Venkatanarayana 2004). Educational failure is an important 
cause of poverty and child labour (Sasmal and Guillen 2015). However, 
not all educational failures can be attributed to the incidence of child 
labour. Burra (2005) shows that nearly 100 million children in India in 
the age group 5–14 years are out of school, but all of them cannot be 
termed as child workers even though schooling and formation of human 
skill can play an important role in solving the problem of child labour. 
Another important measure towards this problem is complete ban on 
child labour. But success of this measure depends on proper enforcement 
and effectiveness of the prohibition laws. It is generally difficult to imple-
ment such prohibitive laws in poor countries. For example, the Child 
Labour (Prohibition and Regulation) Act was passed in India in 1986 
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along with many supplementary measures. But this Act did not have 
much success, especially in the informal sector of the economy. Another 
route to curb child labour is direct intervention of the government in the 
labour market. The government may pass laws to raise the wage rate of 
the poor adult workers. The argument is that if Minimum Wage Act is 
enforced properly, poverty will decline, and with decline of poverty, the 
parents will be in a situation to send their children to school. But there 
are different views on the issue of enactment of minimum wage law. It is 
apprehended that minimum wage legislation may make the situation 
worse. As a result of enforcement of the Minimum Wage Act, employ-
ment of adult workers may decline leading to greater employment of 
child labour (Basu 2000). Chaudhuri and Mukhopadhyay (2010) show 
in a theoretical model that adult labour and child labour are perfect sub-
stitutes. If wage rate increases, supply of child labour will increase because 
leisure will be costly and substitution effect will outweigh the income 
effect. Besides, sanction on the export of child labour-tainted goods in 
the international market is suggested as a policy instrument to curb child 
labour. Baland and Duprez (2009) and Basu and Zarghamee (2009), 
however, have expressed doubt in the effectiveness of this policy. Basu 
and Zarghamee are of the opinion that boycott of child labour-tainted 
goods may have adverse impact on child labour as it reduces the wage of 
child workers. Baland and Duprez, on the other hand, show that the 
policy of label may divert the children to the works of the domestic sector 
as a result of displacement effect. Thus the condition of the poor children 
may even worsen as their working opportunities are reduced by this pol-
icy. Another policy instrument to curb child labour suggested in this con-
text is to provide benefits like mid-day meal at school and provision for 
free books and study materials for greater schooling and education of the 
poor children. But, these measures are not found to create sufficient 
incentives for the poor parents to send their children to school. In that 
case, Conditional Cash Transfer (CCT) benefit scheme is suggested to be 
a more effective measure for the schooling of the poor children (Ravallion 
and Wodon 2000; Sasmal 2013; De Hoop and Rosati 2013). Under the 
CCT scheme, the family of the poor child will be provided a direct cash 
benefit on the condition that the child is sent to school. The minimum 
years of schooling necessary for imparting skill in the child may be 
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ensured by increasing the amount of direct cash payment, and such 
scheme has been found to be fruitful in some countries of the developing 
world (Ravallion and Wodon 2000; De Hoop and Rosati 2013).

The child workers are not only deprived of education and human skill, 
they are very often subject to exploitation and inhuman behaviour. In a 
model of exploitative child labour, Rogers and Swinnerton (2008) show 
that the child workers are paid wage less than the value of marginal prod-
uct. So, there is scope for policy intervention to protect the children from 
exploitation. They have suggested a system of inspection and fines to stop 
such practice.

Schooling, education and human capital formation are important 
aspects of the literature of child labour. So long as poverty persists, chil-
dren are deprived of acquiring human skill, and the poor children grow 
as unskilled adult workers who earn low wage in future life. Thus child 
labour trap continues in a dynamic perspective. Apart from schooling 
and education, sufficient financial investment on education is also neces-
sary to impart skill in the child which the poor households cannot afford. 
Galor and Zeira (1993) and Basu (2002) demonstrate using overlapping 
generations models that expenditure on education has to cross a mini-
mum threshold level in order to impart skill in labour and making the 
investment meaningful. These models show that such investment will 
take place for human capital formation if inheritance or bequest exceeds 
some critical value. But in poor households, bequest or inheritance is 
almost nil. Naturally, poverty and child labour continue over generations. 
Glomm (1997) makes an important comment in this context. According 
to him, an individual when young can make decisions about investment 
on his/her education. But at the school level, it is the parent who decides 
whether the child will go to school and for how many years. The child has 
no say in this matter. In this context, Ermisch and Francesconi (2001) 
find that parents’ education and income are important determinants of 
child’s education.

Most of the existing theoretical literature on child labour has empha-
sized children’s study time as the only input in their human capital accu-
mulation. So, it implies that child labour necessarily reduces children’s 
human capital. The paper by Fan (2004) extends the literature by consid-
ering that a child’s human capital is determined by the financial resources 
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spent on his/her education in addition to study time. With reference to 
financial resources, the author shows that if the children’s labour market 
participation increases in response to changes of the relative wage/pro-
ductivity between child labour and adult labour, it may raise the financial 
resources spent on education, and thereby it can enhance children’s 
human capital. In the literature of financial problem in human capital 
formation of the poor children, the credit market has a role. Baland and 
Robinson (2000) show that resource constraint of the household and 
credit market imperfection may be a cause of child labour. Using a two-
period model, they demonstrate theoretically that child labour may arise 
in equilibrium even though it is socially inefficient, and parents are altru-
istic if capital markets are imperfect and family bequests are zero. With 
reference to the role of credit market in human capital formation, the 
theoretical model of Ranjan (1999) shows that in education-child labour 
trade-off in the developing countries, the child is most likely to be out of 
school. However, if the credit market is informal, the problem of child 
labour will arise because informal credit market mainly provides short-
term credit, whereas the poor households need long-term credit to over-
come financial constraints for children’s education (ILO/
IPEC—SIMPOC 2007).

2.2	 �Child Labour in Agriculture

We have so far discussed different aspects of child labour in general. Now, 
our focus will be on the problem of child labour in agriculture, in par-
ticular. According to ILO estimates, there are 152 million child labourers 
at the global level, 60% of which are employed in agriculture (ILO 2016). 
That means 60% of the child workers are engaged in farming, fishing, 
forestry and livestock management in global perspective. The types of 
work they generally do in agriculture are plantation, irrigation works, 
pest control, harvesting and procurement of crops, processing of prod-
ucts, cattle grazing, fuel collection, collection of forest products, fishing, 
sales of agro-products in the market and so on. These works are mostly 
hazardous and they put huge stress on the child’s health and mind. 
Agricultural child workers are not only deprived of education and 
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acquiring human skill, but also they become demoralized for their future 
life. In the non-agricultural sector, on the other hand, the child labourers 
work as table boys in hotels and restaurants; remain engaged as workers 
in brickfields, garage and repairing shops, manufacturing of fire crackers 
and works of artisans; and also work as domestic help (servant) and 
labourers in small industries using harmful chemicals. Using children in 
such activities are not only inhuman, it bears huge socio-economic costs 
in the form of loss of dignity, skill, health, productivity and future 
income. According to the ILO report 2012–2016, out of 152 million 
child labourers, 73 million are employed in hazardous works. Edmonds 
(2003) finds that majority of child workers are involved in agriculture 
although much of the research has been focused on the employment of 
child labour in the industrial sector.

With reference to child labour in agriculture, we need to differentiate 
between two categories of child workers in agriculture. In the first cate-
gory, there are child workers who work in their family farms on part-time 
basis, generally, without having any adverse impact on their schooling 
and education. On the contrary, they may gather experience, self-esteem, 
confidence and intergenerational professional skill for their family busi-
ness or occupation. The other category of child workers employed in 
agriculture are those who work at the cost of acquiring education and 
skills for future life. These child workers belong to poor families, and 
their parents send them to work for wage earning instead of sending 
them to school. This second category of child workers remain engaged in 
different activities of agriculture mostly on full-time basis due to poverty, 
and this put huge cost on the society in the form of loss of skill, produc-
tivity, income and growth. Moreover, they lose confidence and self-esteem 
and get demoralized forever.

The objective of this chapter is to address the problems of the second 
category in agriculture in the developing countries. This study will con-
centrate on the problems of child labour in agriculture where the root 
cause of child labour is poverty. Poverty is generally higher in the rural 
sector of less developed countries. The reasons behind higher poverty in 
rural areas are small size of land holding, excessive dependence on agri-
culture, low productivity in agriculture, lack of alternative employment 
opportunities and lack of education and human skill. Even large numbers 
of rural people do not have any land of their own. They are just 
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agricultural labourers and their livelihood depends only on their wage 
earning. Since productivity is low, wage of the workers is also low. In such 
a situation, the poor parents are rather forced to send their children to 
work for family earning.

This chapter intends to address the problem of child labour from 
macro perspective. It attempts to show that if growth takes place in the 
country, there will be structural change in the economy with declining 
importance of agriculture in respect of employment and income genera-
tion. In its place, the non-agricultural sector (manufacturing and ser-
vices) will expand with higher productivity and higher wage rate. In 
effect, the adult workers will be gradually shifted from agriculture to the 
non-agricultural sector where they will get higher wages. As the workers 
will get higher wage in the non-agricultural sector, poverty will decline, 
and this will lead to decline of child labour as a whole and also in agricul-
ture. Thus decline of child labour in agriculture will be the natural out-
come of economic growth and structural change in the economy. This is 
reflected in ILO report also. According to the ILO report (2018) on 
global estimates of child labour 2012–2016, low-income countries (per 
capita income US $ 1045 or less) account for 19.4% of total child work-
ers in the world, whereas only 1.2% of the total child labour in the world 
are employed in high-income countries (per capita income US $ 12,736 
or more). The report also notes that there has been sharp decline of child 
labour in the world from 245 million in 2000 to 152 million in 2016. 
The greater opportunities for schooling of poor children and various wel-
fare measures have been helpful in reducing child labour. At the same 
time, rise in income and resultant decline in poverty have been effective 
in solving the problem at the global level. Since poverty is known to be 
the major cause of child labour, Grootaert and Kanbur (1995) show that 
economic growth and equitable distribution of income can be the most 
sustainable way of reducing child labour.

In this chapter, a theoretical model has been constructed to demon-
strate that economic growth and structural change help reduce child 
labour in the economy. Since education and schooling of the children 
enhance skill and wage earning of the children in adulthood, an analyti-
cal framework has also been provided in Sect. 2.2 to show how schooling 
and skill formation can break the child labour trap in a dynamic perspec-
tive. In Sect. 2.3, a three-sector trade theoretic general equilibrium model 
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has been developed to show that as formal sector expands, the less pro-
ductive agricultural sector shrinks leading to decline of child labour in 
agriculture. It has been demonstrated that as workers are being trans-
ferred from agriculture to the formal non-agricultural sector with higher 
wage rate, child labour declines in the economy as a whole. As the agri-
cultural sector shrinks, child labour in agriculture also declines. The sum-
mary results and policy implications have been provided in Sect. 2.4.

2.3	 �Theoretical Exposition: On Elimination 
of Child Labour Through Education 
and Human Skill Formation

2.3.1	 �The Model

In this chapter we are basically considering child labour caused by low 
income and poverty. Basu (1999) shows that if the wage of the parent 
falls below certain critical minimum level (say, subsistence level), parent 
will send children to work to earn income for the family. As the child goes 
to work, she/he is deprived of education and acquiring human skill. The 
child then grows to become an unskilled adult worker, and his/her wages 
remain low in the next generation. Thus, a vicious circle of poverty, child 
labour, lack of education and low income is created in the system. This 
circle can be broken if the child can acquire necessary skill to earn high 
wage in his adulthood through education and adequate schooling. It is 
assumed that the parent wants child’s education, and in the utility func-
tion of the parent, child’s education has positive contribution. Here, util-
ity function of the parent can be expressed as:

	
U U C E= ( ), 1 	

(2.1)

where C is consumption of the family and E1 is years of education of the 
child in period 1. Each individual lives for two periods—in period 1, the 
individual is child, and in period 2, he is adult. Total years in childhood 
(5–14 years) is T which may be used in work for earning of the family or 
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in education for acquiring human skill. It is like an overlapping genera-
tions model where at each period there are two generations—parent and 
child—and the parent takes the decision whether the child will go to 
school and for how many years.

Here,

	
T E≥ ≥1 0

	

If E1 = T, the child does not go for work at all, and he goes to school 
for education for the whole period of childhood. If E1 = 0, the schooling 
of the child is zero. For simplicity, child’s education has been taken in 
years. It may be taken in hours per day also.

The parent takes decision regarding child’s education and his budget 
constraint is

	
C W W T EC= + −( )1 1 	

(2.2)

where W1 is wage earning of the parent in period 1 and WC is wage rate 
of the child worker per unit of time (year). (T   −  E1) is the amount of 
child labour. The family has no other source of income and the whole 
income is spent on consumption.

The wage rate of the adult worker depends on his human skill (H), and 
it depends on his education in childhood. So, the wage rate in the next 
period when the child is adult is W2, and it depends on the education in 
childhood (i.e. E1). Therefore, we can write

	
W W E2 2 1= ( )

	
(2.3)

where

	 W E W E2 1 2 10 0′ ″( ) 〉 ( ) 〈, ,

That is, W2 is an increasing function of E1 with concavity.
The objective of the parent in period 1 is

2  Economic Growth, Structural Change and Decline of Child… 



24

	

Maximize V W W T E W E

E E T
C= + −( ) + ( )

≤
1 1 2 1

1 1S t. .
	

(2.4)

The parent wants maximum family income in period 1, and he also 
wants that his child gets higher income as adult worker in the next period.

First order conditions for maximization of V are

	

∂
∂

= − + ( ) =′V

E
W W EC

1
2 1 0

	

(2.5)

The sufficiency condition of maximizing V is

	

∂
∂

= ( ) 〈″
2

1
2 2 1 0
V

E
W E

	

(2.6)

The sufficiency condition is satisfied by the concavity of the function 
in (2.3). The conditions (2.5) and (2.6) determine the optimal level of 
education of the child E1

∗( )  in period 1. In equilibrium, the wage rate of 
child labour will be equal to the increase of adult wage in period 2 due to 
higher skill from education in childhood, that is, W W EC = ( )′

2 1
.

Suppose the critical minimum level of education necessary to impart 
skill in the child is E1 . The child will be a skilled worker in his adult age 
if E E1 1

∗ 〉 . But there is no guarantee that this condition will be fulfilled. 
In order to break the child labour trap in a dynamic perspective, E1

∗  has 
to cross E1 . Following Basu (1999), we may express E2 (child’s education 
in the next period) as a function of the education of the adult worker in 
his childhood, E1, that is,

	
E E E2 2 1= ( )

	
(2.7)

It is assumed that E2 function takes a logistic shape as in Fig.  2.1, 
implying that it is convex in the first part and concave in the second part 
and then converges to a maximum value.

There are two equilibria in the dynamic perspective—e1 and e2. e1 is 
unstable and e2 is stable. If child’s education in period 1 (i.e. E1) falls 
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below E1 , no skill will be formed in child. The wage rate will be low 
again and the family will remain poor for generations, and E1 will decline 
to zero for all periods. But if E1 can cross E1 , it will stabilize at E1

∗∗  where 
the child will not go to work and he or she will continue in school for 
education for the whole period of childhood, that is, T = E1, and this will 
continue for all periods. If this equilibrium can be achieved, child labour 
will be eliminated, and it will break the child labour trap. If E1

∗  cannot 
cross E1  in an automatic process of decision-making of the parent, pol-
icy manipulation may be helpful here. Anyway, it demonstrates that 
schooling and skill formation of the child can break the child labour trap.

2.4	 �Economic Growth, Structural Change 
and Decline of Child Labour 
in Agriculture: A Theoretical Explanation

This chapter is considering the problem of child labour caused by poverty 
and the household is poor due to low wage income of the adult worker 
(parent). Here, it is proposed that if economic growth takes place in the 

E2 45° line

E2
** e2 E2 (E1)

O **

e1

E1 E1 E1

Fig. 2.1  Breaking the child labour trap through education
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economy, non-agricultural sector (both formal and informal) will expand, 
and relative importance of agriculture will decline. In the formal non-
agricultural sector (both manufacturing and services), wage rate is higher. 
Therefore if more and more labour can be transferred from agriculture to 
the non-agricultural sector through economic growth and structural 
change, poverty will decline, and this will lead to decline of child labour 
in the economy as a whole and also in agriculture. A theoretical explana-
tion can be provided on this proposition by using a three-sector general 
equilibrium model of international trade in the line of Jones (1965).

2.4.1	 �The Model

We are considering an economy with three sectors—(1) informal agricul-
tural sector, (2) formal manufacturing and services sector and (3) infor-
mal manufacturing and services sector. There are three factors of 
production—adult labour, child labour and capital. For simplicity, land 
has not been included in the model, and also land is not our focus of 
analysis in the present context. However, land can be incorporated in the 
model especially with respect to the agricultural sector. X, M and Z are 
the respective products of the above three sectors. L, LC and K are adult 
labour, child labour and capital, respectively. L and K are used in all three 
sectors and LC is used in X and Z only. There is perfect competition in the 
markets and production functions are characterized by CRS. aij is the 
requirement of ith factor in per unit production of jth product. X, M and 
Z—all are traded goods and their prices are PX, PM and PZ, respectively. 
So, under small country assumption, prices of X, M and Z are given. Z is 
used in the production of M as intermediate input. The domestic demand 
for Z is aZM ⋅ M. If production of Z is greater than its domestic demand, 
that is, Z > aZM ⋅ M, there will be export of Z, and in the reverse situation, 
there will be import of Z. The supply of capital is K, and K is equal to 
Kd + Kf where Kd is domestic capital and Kf is inflow of foreign capital. W 
is wage rate of adult labour in informal sector, r is rate of interest and WC 
is wage rate of child labour. W  is wage rate in the formal sector, and it is 
fixed due to trade union or any other economic reason. W  is always 
higher than W. That means, if an adult worker gets employment in the 
formal sector, he always gets higher wage, W . Total supply of adult labour 
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is L . The number of adult labour employed in M is aLM ⋅ M = LM, and 
L LM−( )  is employed in informal sectors X and Z. Since W is less than 
W , a section of the workers employed in the informal sectors will send 
their children to work due to poverty. Let us write α L L lm−( ) =  and 
LC = ϕ (l) where α is the fraction of the number of the adult workers not 
employed in the formal sector and ϕ′ (l) > 0. So, α < 1 and φ′(l) > 0 
implies that if Lm increases, it means that a greater number of labourers 
are transferred to high income brackets. In effect, the number of poor 
workers, l, will decline with the result that LC will also decline.

The full-employment conditions are

	
a X a Z LLCX LCZ C⋅ + ⋅ =

	
(2.8)

	
a X a M a Z LLX LM LZ⋅ + ⋅ + ⋅ =

	
(2.9)

	
a X a M a Z KKX KM KZ⋅ + ⋅ + ⋅ =

	
(2.10)

The price equations are

	
a W a W a r PLCX C LX KX X⋅ + ⋅ + ⋅ =

	
(2.11)

	
a W a r a P PLM KM ZM Z M⋅ + ⋅ + ⋅ =

	
(2.12)

	
a W a W a r PLCX C LZ KZ Z⋅ + ⋅ + ⋅ =

	
(2.13)

PX, PM and PZ are given in (2.11), (2.12) and (2.13). Given PZ, Eq. (2.12) 
determines r. After r is determined, W and WC are determined from 
(2.11) and (2.13). Here, product prices determine factor prices. Once 
factor prices are determined, the factor coefficients (aijs) are also deter-
mined. Now, output in three sectors X, M and Z are determined from 
(2.8), (2.9) and (2.10). So, the whole system is determined.

It is assumed that M is more capital-intensive than Z and Z is more 
capital-intensive than X compared to labour, that is,

	

a

a

a

a
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Let us now consider the effect of economic growth on the three sectors 
and child labour in agriculture. ˆ ˆ,X M  and Ẑ  are relative changes in the 
production of X, M and Z, respectively, as described in Jones (1965). 
Suppose, supply of capital (K) increases due to inflow of foreign capital or 
increase of domestic savings. Now, given the product prices unchanged, 
capital-intensive sector (M) will expand, and labour-intensive sector (X) 
will shrink due to Rybczynski effect.

As product prices are unchanged, factor prices will also remain 
unchanged. But reallocation of factors will take place between the sec-
tors. That means adult labour will be transferred from agriculture to the 
expanding non-agricultural sectors M and Z. Similarly, child labour will 
be transferred to Z sector from agriculture as Z sector expands. Thus child 
labour in agriculture will decline as a result of economic growth and 
structural change.

Let us now derive the effect of economic growth on the three sectors of 
the economy.

Total differentiation of Eqs. (2.8), (2.9) and (2.10) gives

	
da X a dX da Z a dZ dLLCX LCX LCZ LCZ C⋅ + ⋅ + ⋅ + ⋅ =

	
(2.14)

	

da X a dX da M a dM
da Z a dZ dL

LX LX LM LM

LZ LZ

⋅ + ⋅ + ⋅ + ⋅ +
⋅ + ⋅ = 	

(2.15)

	

da X a dX da M a dM
da Z a dZ dK

KX KX KM KM

KZ KZ

⋅ + ⋅ + ⋅ + ⋅ +
⋅ + ⋅ = 	

(2.16)

Equation (2.14) can be rearranged as

	

da

a
a X a X

dX

X

da

a
a Z

a Z
dZ

Z
dL

LCX

LCX
LCX LCX

LCZ

LCZ
LCZ

LCZ

⋅ ⋅ + ⋅ ⋅ + ⋅ ⋅ +

⋅ ⋅ = CC
	

(2.17)
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ˆ ˆ ˆ ˆa X a ZLCX LCX LCX LCZ LCZ LCZ⋅ + ⋅ + ⋅ + ⋅ =λ λ λ λ 0

	
(2.18)

Here, ‘∧’ indicates relative change, and
λij indicates factor share of ith factor in jth product (see Jones (1965)). 

Here, the factor is LC and products are X and Z. Since LC is given, dLC = 0. 
Following the same procedure, (2.15) and (2.16) can be written as

	

ˆ ˆ ˆ ˆ

ˆ ˆ
a X a M
a Z
LX LX LX LM LM LM

LZ LZ LZ

⋅ + ⋅ + ⋅ + ⋅ +
⋅ + ⋅ =
λ λ λ λ
λ λ 0 	

(2.19)

	

ˆ ˆ ˆ ˆ

ˆ ˆ
a X a M
a Z dK
KX KX KX KM KM KM

KZ KZ KZ

⋅ + ⋅ + ⋅ + ⋅ +
⋅ + ⋅ =
λ λ λ λ
λ λ 	

(2.20)

Equations (2.18), (2.19) and (2.20) can be expressed in matrix form as

	

λ λ

λ λ λ

λ λ λ

LCX LCZ

LX LM LZ

KX KM KZ

X

M

Z

0
































ˆ

ˆ

ˆ 








=























A

B

C
	

(2.21)

where

	
A a aLCX LCX LCZ LCZ= − ⋅ + ⋅{ }ˆ ˆλ λ

	

	
B a a aLX LX LM LM LZ LZ= − ⋅ + ⋅ + ⋅{ }ˆ ˆ ˆλ λ λ

	

	
C dK a a aKX KX KM KM KZ KZ= − ⋅ + ⋅ + ⋅{ }ˆ ˆ ˆλ λ λ

	

As factor prices are constant, there will be no change in factor coeffi-
cients. So, all âijs = 0 . Therefore, A = 0, B = 0, C = dK. The determinant 
of the coefficient matrix in (2.21) is
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∆ =








 +









λ

λ λ
λ λ

λ
λ λ
λ λLCX

LM LZ

KM KZ
LCZ

LX LM

KX KM 	

or

	

∆ = ⋅ − ⋅{ } + ⋅ − ⋅{ }λ λ λ λ λ λ λ λ λ λLCX LM KZ LZ KM LCZ LX KM LM KX 	
(2.22)

| Δ |  〈  0 in (2.22) on the condition that M is highly capital-
intensive and the greater share of child labour is employed in agriculture. 
That means the value of λKM is very high and λLCX > λLCZ. These are plau-
sible assumptions.

Now, using Cramer’s Rule, we solve the relative change in X, M and Z as

	

X̂
dKX LM LCZ= =

− − ⋅{ }
〈

∆
∆ ∆

λ λ
0

	

(2.23)

because | ΔX |  〉  0 

	M̂
dKM LCX LZ LX LCZ= =

⋅ − ⋅{ }
〉

∆
∆ ∆

λ λ λ λ
0

	
(2.24)

Here, | ΔM |  〈  0 on the condition that X is highly labour-intensive 
and the value of λLX is very high. Here, (λLX ⋅ λLCZ) outweighs the value of 
(λLCX ⋅ λLZ).

Finally, we get

	

Ẑ
dKZ LCX LM= =

− ⋅ ⋅
〉

∆
∆ ∆

λ λ
0

	

(2.25)

From comparative static results, we get ˆ ˆ,X M< >0 0  and Ẑ > 0 . 
To support the expansion of capital-intensive M sector, labour is released 
from agriculture indicating that more labourers are now employed in M 
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sector and they are getting higher wage W . As aLM ⋅ M   =  LM increases, 
l declines. Since LC is an increasing function of l, total child labour in the 
economy (LC) declines with decline of l. Another implication of the result 
is that since Z sector supplies intermediate inputs to M sector, Z sector 
also expands with M sector. To allow the expansion of Z sector, child 
labour will be transferred from agriculture to the Z sector. Moreover, as X 
falls, aLCX ⋅ Xwill decline. That means not only child labour declines in the 
economy but also it declines in agriculture. This follows from economic 
growth and structural change in the country.

2.5	 �Summary and Policy Implications

Child labour is a serious socio-economic problem, particularly in the 
developing countries. Many factors are responsible for this problem, but 
poverty and low income of the parent is considered to be the main cause 
of child labour in most cases. This chapter analyses the problems of child 
labour in general and also in agriculture, in particular, using theoretical 
models. We assume that parents want child’s education and skill forma-
tion. Basu (1999) shows that if the parent’s income (wage) is less than 
certain critical minimum level, she/he is forced to send the child to work. 
In that case the child is deprived of schooling and education and grows to 
become an unskilled adult worker. Naturally, she/he earns low wage in 
the next generation also and the family remains poor again. Thus, a 
vicious circle of poverty and child labour is formed in a dynamic perspec-
tive. For skill formation of the child, a threshold level of education is 
necessary, and if the child can complete this minimum years of schooling 
to acquire skill, he becomes able to earn higher wage as skilled worker in 
his adult age. Then it will no longer be necessary to send the child to 
work for earning of the family, and thus the child labour trap breaks down.

Different measures for child’s education, legal ban on child labour and 
legal provision for minimum wage of the adult worker, trade sanction 
and boycott of child labour-tainted goods in the export market, provision 
of Conditional Cash Transfer to the poor family and various other mea-
sures have been suggested to solve the problem. Schooling and skill for-
mation of the child has been prescribed as a very effective measure to 
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combat this problem. But poverty of the household and credit market 
imperfection are found to be big hurdles to that goal. The employment of 
child labour in agriculture is very high in low-income countries. It is also 
found from theoretical and empirical literature that the incidence of child 
labour declines as income increases in the country. This chapter proposes 
that if economic growth and structural change takes place in the country, 
the share of agriculture in GDP will decline and the non-agricultural sec-
tor including manufacturing and services will expand and as a result adult 
workers will be transferred from agriculture to the non-agricultural sector 
where the wage rate is higher. This will lead to decline of poverty, and as 
poverty declines, child labour will also decline in the country. This chap-
ter has developed a theoretical framework using a three-sector general 
equilibrium model of international trade to demonstrate that as non-
agricultural sector including manufacturing and services expands due to 
inflow of foreign capital or accumulation of domestic savings, the agri-
cultural sector shrinks. As a result, child labour declines in the country as 
a whole and also in agriculture. Thus it theoretically shows that child 
labour in agriculture declines as a result of economic growth and struc-
tural change. The implication is that economic growth can be a sustain-
able way of reducing child labour. This chapter also develops a model to 
show that sufficient schooling and skill formation of the child can break 
the child labour trap indicating the importance of schooling and educa-
tion of the child to combat the problem of child labour.
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3
Child Labour and Human Capital in 

Developing Countries: A Multi-Period 
Stochastic Model  

Indrajit Thakurata

3.1	 �Introduction

Why are some countries poorer than others? This question has been at the 
centre of a fecund research agenda in the field of economic growth and 
development. Whilst recognizing the role played by culture, geography, 
natural resources, government, openness and institutions, the differences in 
growth across nations are factored into differences arising from the accu-
mulation of physical capital, technology and human capital. With regard 
to human capital, it has been documented that countries with higher per 
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capita output have a more educated population (Mankiw et  al. 1992). 
However, this does not translate into a straightforward policy guideline 
that countries should focus their energies on better educational systems as 
that is associated with larger output per capita. This is because it disregards 
the point that it is individuals that make choices with regard to investments 
in human capital under the influence of different forces and constraints.

Human capital investments are usually made in the early stages of the 
life cycle when children are not free agents and their parents decide for 
them. Regions of the world with low levels of income also have a high 
incidence of child labour, and this impedes the ability of children to 
receive an education and accumulate human capital (Strulik 2004; Basu 
and Tzannatos 2003). Posso (2017) shows that children engaged in child 
labour earn significantly lower than their peers as adults. It is therefore 
important to study household decision making with respect to human 
capital investment and child labour in a unifying framework in order to 
understand an important part of the dynamics of economic development.

In the literature, some of the early models on family influence and 
human capital acquisition1 were developed by Becker and Tomes (1979), 
Becker and Tomes (1986) and Loury (1981). These studies incorporated 
altruism and credit market imperfections and contributed towards under-
standing the role of initial conditions in determination of income mobil-
ity across generations. Galor and Zeira (1993) showed the existence of 
multiple steady states in the presence of credit market imperfections and 
non-convexities in human capital investments. Among the multi-period 
quantitative models which this study focusses on, Aiyagari et al. (2002) 
developed a framework incorporating altruism and incomplete credit 
markets to show that credit constraints and lack of insurance do not nec-
essarily lead to underinvestment in human capital. Cunha and Heckman 
(2007) have looked at the technology of capability development while 
studies like Keane and Wolpin (2001) and Lochner and Monge-Naranjo 
(2012) have investigated the presence of borrowing constraints in influ-
encing college education.2 Other models (Caucutt and Kumar 2003) 

1 Related literature but not the focus of this study explores fertility decisions along with human 
capital (Becker et al. 1990; Hazan and Berdugo 2002; Doepke and Zilibotti 2005; Galor and Moav 
2002; Moav 2005).
2 See also Todd and Wolpin (2003), Cunha and Heckman (2008), Lee and Seshadri (2014) and 
Carneiro and Heckman (2002).
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have introduced uncertain pay-offs in human capital acquisition and the 
role of early investment period in children in determining later period’s 
college decisions (Restuccia and Urrutia 2004).

While the multi-period quantitative studies with a focus on developed 
countries do not find a strong impact of market imperfections on human 
capital outcomes, the same may not be true for developing countries 
where banking access is limited to only 30% of the households and due 
to extreme poverty: instead of investing in the human capital of children, 
households are forced to rely on their labour to augment the low fam-
ily income.

This study’s innovation is the provision of a framework to enable us to 
consider how income, child labour and investment in human capital are 
co-determined in the backdrop of poverty, uncertainty, parental altruism, 
differential access to financial markets and human capital investment 
constraints. Through a novel seventy period discrete time3 life cycle 
model, the study attempts to track household decisions on present/future 
consumption and child labour versus various types of human capital 
acquisition from time and non-time educational inputs. This study’s 
extension of the literature is in the joint consideration of risky income 
and returns to financial savings, as well as differential access to finance 
and human capital investment options. This study’s framework enables 
an understanding of the importance of income deficiency as separate 
from financial exclusion or high cost of education as a determinant of 
child labour and participation in an educational institution.

To account for differences in education of the head of the household, 
the study works with three types of households: those where the head is 
either uneducated or has completed a secondary school education or an 
undergraduate degree. In line with studies that link financial access with 
levels of education, this study associates an uneducated head of house-
hold with financial exclusion, the secondary school educated head of 
household with access to a bond market and the college educated head of 
household with access to both bond and stock markets. Sensitivity analy-
sis with respect to education and income provides confidence to the dis-
crete choice of levels of education and financial access.

3 The choice of the span of the time period is to mimic the life expectancy associated with a typical 
household in the developing world.
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The study also examines the consequences of various policy interven-
tions which aim to limit if not eliminate child labour. Lack of financial 
inclusion has been advanced as a reason for child labour being inefficiently 
high (Baland and Robinson 2000) as parents can neither borrow nor have 
sufficient assets to sell. Child labour has also been reported to increase with 
the cost of access to education. The study examines the impacts of various 
types of policies such as income support, higher returns on savings, dis-
counts and subsidies on the costs of educational inputs such as books, 
improvements in access to education and self-financed loans to households, 
on the supply of child labour and participation in an educational institution.

In the literature on human capital and child labour, the impact of wage 
income on parental investments in childrens’ human capital and child 
labour is considered in a deterministic scenario. For example, Basu and 
Van (1998) look at the effect of a reduction in the adult wage and predict 
that this results in sending children to work. The study extends the analy-
sis to a dynamic setting where wage income is assumed to be stochastic. 
The study finds that an increase in the risk to income has no impact on 
the schooling of children from families where the head of the household 
has no education. Such a family responds by increasing precautionary 
savings and reducing pre-school consumption that affects the early stage 
development of children. Households where the head has a secondary 
school or college education respond with more financial savings as well as 
an increase in human capital investments.

The study extends the literature by inquiring into how financial access 
affects the acquisition of human capital of the young. Earlier studies have 
shown how financial widening positively affects education (Dehejia and 
Gatti 2005). This study shows that this result does not hold for those 
families where the head of household is uneducated. This study argues 
that it is low income and not financial access that influences the decision 
of this type of family. Financial access to bond markets affects the unedu-
cated household asset holding and increases later period’s consumption. 
For other households who already had financial access, the increase in the 
portfolio of assets they can save in results in an increase in human capital 
investment as well as consumption.

Subsidies on the cost of education such as cheaper books are seen to 
induce middle-income households with prior financial access to invest 
more in human capital. The study shows that these subsidies can be 
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financed by transfers from high-income households without affecting 
their decisions regarding investments in human capital. However, the 
study finds that even completely financed educational resources are 
not strong enough to induce the uneducated household category to 
send its offspring to school.

Our results support some of the empirical findings in the literature 
whilst providing some new insights. For instance, the income effect of 
human capital investment is brought out in Edmonds and Schady (2012) 
who show that the extent of child labour falls with cash transfers. Transitory 
negative income shocks have been reported to reduce schooling and 
induce child labour in the studies of Edmonds (2005), Edmonds and 
Turk (2002), Kazianga (2005), Beegle et  al. (2006) and Bandara et  al. 
(2015). In addition, studies such as Baland and Robinson (2000), Ranjan 
(2001) and Alvi and Dendir (2011) document that when external credit 
is unavailable and households are financially excluded, they make children 
work rather than invest in human capital. The role of education subsidies 
in the form of free uniforms, textbooks, scholarships and fee exemptions 
in promoting school enrolment is a feature of studies such as Kremer et al. 
(2002), Kremer et  al. (2009) and Grogan (2009). Other studies have 
explored the impacts of trade liberalization (Jafarey and Lahiri 2002), 
labour market reform and inflow of foreign capital (Chaudhuri 2011; 
Dwibedi and Chaudhuri 2010), migrants’ remittances (Bouoiyour et al. 
2016) and child wage subsidies (Estevez 2011) on child labour.

Results of this study present important policy implications for stimu-
lating the human capital investments of different household categories. 
The financially excluded uneducated households are seen to prefer finan-
cial assets with negative real returns over human capital investments in 
their offspring and consequently fall into an intergenerational poverty 
trap. While policies like financial inclusion and free educational inputs 
are ineffective, only income support which pushes the household beyond 
a minimum income threshold is effective in starting educational invest-
ments of this household category. Such income doles may be funded 
through direct transfers or withdrawal of educational subsidies from col-
lege educated households, in which case one college educated household 
can start educational investments of 10.9 and 2.4 uneducated households 
through these policies, respectively. Simulations indicate that households 
with a secondary level of education of the household head and access to 
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basic financial services display higher preference for human capital invest-
ments over financial savings. For these households, targeted policies like 
subsidized education and access to more educational resources are much 
more efficient in raising human capital than income support. While stock 
market participation increases human capital acquisition by 5.8% and 
life cycle loans impact it positively with elasticity of 2.23, subsidised 
higher returns on savings are not that effective as it is seen to promote 
child labour.

This study’s work indicates the importance of extending the framework 
in the future towards understanding decision making that includes the 
household making fertility choices as well as choices with regard to the 
quality and quantity of human capital. The structure of the paper is as 
follows: Sects. 3.2 and 3.3 outline the model. Section 3.4 presents results 
for the three benchmark education categories of households. Section 3.5 
discusses the marginal impacts of various financial and human capital 
parameters on education and consumption. The mathematical solution 
and solution algorithm are included in the supplementary material.

3.2	 �The Environment

This study builds a seventy time periods, two generation, non-dynastic 
life cycle model with per-period financial and human capital investment 
constraints. Downward altruism and explicit valuing of human capital 
are the drivers of parental investment in the offspring. Wages and stock 
returns are stochastic, and human capital is assumed to be a two-input 
production function of education time and books.

The list of symbols in Table  3.1 will be used in the description of 
the model: 

The model assumes a single parent (dad/father) with a single offspring 
(son) both of whom would be jointly referred to as the household. Time 
is discrete and the life cycle model starts from time, t = 1, when the son is 
just an infant (age = 1) and the dad has started working (age = 21). There 
are seventy time periods in the model (Fig. 3.1).
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A phase is defined as the son’s phase in life: education phase and adult 
phase. The first twenty time periods (1 ≤ t ≤ 20) have been defined as the 
education phase when the father and son live jointly. The terms “educa-
tion phase” and “joint phase” are used interchangeably. Adult phase starts 
from t = 21 onwards. In the first 5 years (pre-school stage), there are nei-
ther education nor labour options available to the son. Simulations 
assume equal dad-son consumption expenditures as health expenses of 
the child are not explicitly modelled. From 6 ≤ age ≤ 20 the son can go to 
school or work in the informal child labour market to augment the fam-
ily income. At t = 21 the independent, grown-up son enters the formal 
labour market and separates from the dad. From t = 21 the dad and son 
have no economic interaction except a last-period bequest. At time t = 41 
the dad starts retired life at age 61 and dies at t = 50 (age 70). He leaves a 
predetermined constant fraction of his last period’s wealth as bequest to 
his son. The son starts his adult life with zero financial assets and begins 
retired life at t = 61 and dies at t = 70 which is also the last period of the 
model. The model stays away from a dynastic set-up by not including 
further generations.

Fig. 3.1  Time-line (from Thakurata and D’Souza 2018). (a) Two-generation, sev-
enty time periods’ life cycle. (b) Important points in son’s education phase
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Human Capital

From 6 ≤ t ≤ 20, the dad can either educate the son or send him for child 
labour or pick a combination of both. The son is endowed with a unit 
amount of time in each period. The fraction of time devoted to education 
in time period t is denoted as λt. The dad also decides the amount of books 
bt to be invested in each time period. The son’s future income as an adult 
depends on the level of human capital accumulated in the education phase.

It is assumed that the dad cannot borrow against his son’s future labour 
income due to moral hazard problems and can’t borrow against his own 
future labour income due to labour income risk.

The father’s human capital, Hf,t = Hdad, is assumed constant over time. 
Human capital of the son is represented by a standard (Ben-Porath 1967) 
production function where the child’s human capital at period t + 1 depends 
on previous period’s human capital Hs,t, innate ability level θ, time fraction 
spent studying λt, books invested bt and the rate of depreciation δ: 

H f H b H H bs t t s t t s t t
aa

s t
bb

t
cc

, , , ,( , , , ) ( ) ( ) ( ) ( )+ = = − +1 1θ λ δ θ λ
	 (3.1)

Since the nutritional effect on human capital is not modelled in the pre-
school stage, human capital is assumed to remain at the base level H  up to 
age 6 after which human capital acquisition can start. Also, since the dad is 
solving the life cycle model at t = 1 and assumes the son will be a separate 
household from age 21, he ignores human capital acquisition through on-
the-job training and only takes into account formal education up to 
graduation.4

At any time period t, the maximum human capital the child can enter the 
next time period corresponds to λt = λmax and bt = bmax where λmax = 0 at pre-
school stage and equal to 1 thereafter till t = 20. 

H b f H b

H
s t max max max s t max

s t max
aa

, ,

,

( , ) ( , , , )
( ) ( ) (

+ =
= − +

1

1
λ θ λ

δ θ λ HH bs t
bb

max
cc

, ) ( )
	 (3.2)

bmax is the maximum investment possible in books at any time t. bmax is zero 
at pre-school and then constant for a given income category. It varies for 
different income categories to reflect the inaccessibility of good schools/
educational inputs for the poor households. The presence of bmax makes lost 

4 Refers to 15 years of education in developing countries like India: 12 years in school and 
3 years in college, which is similar to undergraduate in the US.
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human capital investment options in the earlier time periods irreversible 
and precludes possibilities of infinite investment in books just before the 
son enters the labour market.

Similar to Jafarey and Lahiri (2002), the dad has an explicit per-period 
utility from the educational inputs (education time and books) that he 
invests in his child’s human capital production. The utility is assumed to 
have the following functional form: 

	
u b pen H b H bt t s t t t s t max max( , ) .( ( , ) ( , )), ,λ λ λ= −+ +1 1 	

(3.3)

where pen is a constant number signifying the amount of utility gain per-
unit of additional human capital produced. Studies like Behrman et  al. 
(2001) and Azam and Bhatt (2015) based on Latin American and Indian data 
report a 75% probability of the son of a person with a secondary level of 
education to attain a secondary level or higher. In the model pen was 
accordingly calibrated such that a dad with a matriculation5 level of educa-
tion, on average (10,000 simulations), teaches his son up to matriculation or 
higher in 75% of the trials.

Thus u(0, 0) = −pen.Hs,t+1(λmax, bmax) and u(λmax, bmax) = 0, and u is an increas-
ing function of the inputs with an upper bound of zero.

The formulation of the model assumes six important life cycle events in 
the father/son set-up from a developing country perspective: pre-school, pre-
matriculation, post-matriculation, adult son and working father, adult son 
and retired father and finally retired son. Hence, the minimum number of 
time periods the study could have assumed was six as life cycle consumption 
patterns, savings and human capital investments would be dictated by these 
unique life cycle events. In that event, twenty to thirty time periods would 
have been condensed into a single time period with no consideration for less 
than perfectly substitutable human capital and physical investments between 
time periods. Solving even a six-period model with financial and human capi-
tal constraints in the presence of risk would have precluded any possibility of 
analytically tractable solution. Therefore, the study assumes a more repre-
sentative seventy periods’ life cycle model for accurate results. The study con-
sciously errs on the side of accuracy at the expense of making the model 
complex. The results of the study are more representative of the developing 
world where informal child labour markets exist as also do various financial 
and human capital restrictions on different education/income strata.

5 Matriculation refers to the secondary level of education in developing countries.
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Dad’s Wage

Wages are subjected to a per-period wage shock et which can take two 
discrete values, et = {elow, ehigh}, such that E[et] = 1. The actual wage of an 
adult with human capital Hdad at time t, for a given wage shock realization 
et and exogenous growth in expected wage rate G , is represented by the 
following: 

	 (3.4)

The minimum expected adult wage corresponds to that of an adult with 
the base level of human capital ( H ) and is equal to 16 at t = 1 and grows 
exogenously at G . In monetary terms 1 would be equivalent to $2/day.

Child Labour Wages

ILO (2007) documents the wage differentials between adult wages and chil-
dren’s wages based on surveys in Ghana, India, Philippines and Uganda. 
According to the study, the fishing industry in Uganda pays children one-
third less than adults while auto repair industries in Delhi and Patna pay 
60–66% less than an adult. Similarly, the Indian Zardosi industry pays chil-
dren up to 80% less than adults.

This study assumes a 66% lower wage rate for children between 6 and 
10 years and 50% lower wage rate for children between 11 and 15 years as 
compared to the minimum adult wage. From 16 ≤ age ≤ 20, the minimum 
adult wage rate applies if human capital of the son is less than the matricu-
lation/secondary level, else the matriculation wage rate is applicable (200% 
of the minimum adult wage rate).

At any given time t, for human capital of son Hs,t and time fraction spent 
in school λt, the child labour wage earning (CLWAGE) is equal to: 

		  (3.5)

where Hrelv is the relevant, age dependent, child labour wage rate defined 
in Table 3.2. Hmatric is the matriculation level of human capital and H  is the 
base level of human capital. 
To reduce one state variable, child labour wages are assumed as not subject 
to wage shocks. Since child labour wages are anyway a fraction of the 

6 H  is normalized to be equal to 1.0.

WAGE H t e H eGdad t dad t

t

( , , ) =
−1

CLWAGE H t HGs t t relv t

t

( , , ) ( ), λ λ= −
−1

1
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minimum adult wage, the assumption wouldn’t result in major discrepan-
cies in net household income.

Financial Assets

Financial assets consist of a riskless one-period bond of gross real return R0 
and a risky one-period stock with gross real return R

tγ
 which is subject to 

a per-period stock market shock: 

	
R R

t tγ µ γ= + +0 	
(3.6)

γt is the time t shock to the stock return which can take two discrete values 
γt = {γlow, γhigh} such that E[γt] = 0. μ is the excess return of stock over bond. 
Shocks to labour wage et and stock returns γt can be correlated.

Based on the dad’s level of human capital, he is assumed to have no 
financial access, only bond market access or full financial access. A dad 
with no financial access would have negative real returns on savings, 
whereas a dad with only bond access doesn’t participate in the stock mar-
ket. Only a dad with full financial access would have a savings portfolio 
consisting of a bond and a stock. Section 3.3 includes literature support 
for the financial access assumptions which are quite common in the devel-
oping world.

Table 3.2  Child labour wage rates

0 ≤ age ≤ 5 6 ≤ age ≤ 10 11 ≤ age ≤ 15 16 ≤ age ≤ 20

Hrelv 0 0.33Η 0.5Η Hrelv = Hmatric if 
Hs,t > Hmatric

else Hrelv = Η = 1
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Expected Utility Maximization

Let Ωt = (γt, et) denote the vector of the wage shock et and stock market 
shock γt at any time t. Both et and γt are individually uncorrelated over time. 
However, they can be cross-sectionally correlated. Let Ω(t) = Ω1, Ω2, Ω3.... Ωt 
denote the history of joint shocks7 up to time t.

At time t = 1 and aggregate state Ω1, for resources-in-hand Xf,1, human 
capital of son Hs,1 and contributed-pension-fund deposit PFf,1, the dad seeks 
to maximize the expected utility from his and his son’s lifetime consumption 
accounting for per-period utility from educational inputs in the education 
phase. Hence, the dad’s optimization problem (subject to constraints) is: 

max (( ( ) ( ) ( , ))

[

, ,, , , ,
, ,

C C b
f s

t

f t s t t t t

u C u C u b
λ α

ρ λ1 1 1 1
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+ +
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=

E ββ λ

β ρ

t
t

t
t

t
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t
f t
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u b

u C

−

=

−

=
+ ∑ + ∑

1

2

50
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( ( ), ( ))]

[ ( ( )) (

( ) ( )

,
( )

Ω Ω

ΩE
22

70
1β t

s t
tu C− ( ( )))]),
( )Ω

The dad’s decision problem is to determine the optimal amounts of his 
fifty time periods’ consumption streams (Cf,t), his son’s seventy time peri-
ods’ consumptions (Cs,t) and, for each of the twenty joint periods, the frac-
tion of time λt the son spends studying and the amount of books bt (in 
terms of foregone consumption) to be invested in son’s education. The 
dad also has to determine the optimal amount of fraction of savings, αt, to 
be invested in stock for each of his fifty time periods if he has stock mar-
ket access.

Utility from consumption has been modelled as a standard CRRA utility, 
u(C) = C1−ξ∕(1 − ξ), and the father’s explicit utility from educational inputs at 
time t for education time λt and books bt is modelled as u(λt, bt) = pen.
(Hs,t+1(λt, bt) − Hs,t+1(λmax, bmax)). Downward altruism parameter is represented 
by ρ and β is the time-discounting parameter.

7 It must be noted that Ω(t) is different from Ωt (which denotes the realization of the joint 
shock at time t). An example of Ω(t) for t=2 would be Ω(2) = ((γlow, ehigh),  (γhigh, ehigh)).
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The dad faces several per-period constraints. The constraints are briefly 
discussed below:

Father’s Current Period’s Resources-in-Hand Balance

X H s b C C a t

X C

Gf t relv t t f t s t t

f t f t

t

, , ,

, ,

( ) .+ − − = + + ≤ ≤
= +

− ′1

1 1 20λ for

aa t tt
′ ≤ ≤for independent-father for : 21 50

 The LHS of the constraint is the net resources-in-hand post-child labour 

earnings (G H
t

relv t

−

−
1

1( )λ ) and books’ expenses (s.bt), while the RHS is 
the expenditures on consumptions and savings. (1 − s) is the discount frac-
tion on books. Xf,t is resources-in-hand with father at time t, which includes 
returns from previous period’s assets and his current period’s (post-pension-
fund deduction) wage earning. It does not include child labour earnings. 
The definitions of other variables are summarized in Table 3.1.

Son’s Next Period’s Human Capital

	 H f H b H H bs t t s t t s t t
aa

s t
bb

t
cc

, , , ,( , , , ) ( ) ( ) ( ) ( )+ = = − +1 1θ λ δ θ λ
The constraint is the next period’s human capital of the son as a function of 
education time, books and current human capital.

Father’s Next Period’s State-Contingent Resources-in-Hand

X a R e H t
where R

Gf t t t p t t dad

p t

t

, ,

,

( ) ( )
(

+ +
′

+ +

+

= + − ≤ ≤1 1 1 1 1 1 39Ω τ for

11 0 0

1 1 1 1

1
= + −

= +
+

+ +
′

+ +

R R R

X a R pension t
t

f t t t p t f t

t
α γ( ))

( ), , ,Ω for ≥≥ 40

The RHS of the constraint is the t + 1 time period portfolio returns (Rp,t+1) 
from previous period’s savings ( at

′ ) added to pension-deducted dad’s earn-
ings or pension annuity at time t + 1. LHS is equal to t + 1 period state-con-
tingent resources-in-hand. Xf,t+1( Ωt+1) is state-contingent resources-in-hand 
with father at time t + 1 for joint state Ωt+1.
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Father’s Next Period’s State-Contingent Contributed-Pension-
Fund Level

	

PF PF R H e t
PF PF

Gf t t f t dad t

f t t

t

, ,

,

( )
( )

+ + +

+ +

= + ≤ ≤
=

1 1 0 1

1 1

1 39Ω
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τ for
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f t t f t

R t
PF PF t

,

, ,( )
0

1 1

40
40

for or
for

=
= >+ +Ω

	

 The dad’s next period’s state-contingent pension-fund level (PFf,t+1 
( Ωt+1)) is the sum of the next period’s pension-fund deduction 
(G H et

dad t+1τ ) and the gross returns (at bond rate) on current peri-
od’s accumulated pension fund. Next period’s pension-fund deduc-
tion depends on the wage shock realization et+1 but can still be 
written as a function of aggregate state Ωt+1.8 The pension funds 
accumulated at retirement (t = 41) are used to fund pension annui-
ties of the father till death (pensionf,t).

Adult Son’s Current Period’s Resources-in-Hand Balance

X C as t s t st, ,= + ′
 for adult-son for t: 21 ≤ t ≤ 70

Adult Son’s Next Period’s State-Contingent Resources-in-Hand

X a R e H t
X

Gs t t st p t t s t
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+ += + ≥1 1 1 60) , ,a R pension tst p t s t for

Adult Son’s Next Period’s State-Contingent Contributed-Pension-
Fund Level

	

PF PF R H e t
PF P
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, , ,

,
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Borrowing Constraint

at
′ ≥ 0  for all dad’s time periods and ast

′ ≥ 0  for all adult son’s time periods
The savings of dad/adult-son can’t be negative.

8 It will not vary with γt+1.
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Solution Methodology and First-Order Conditions

This study employs dynamic programming (Bellman equations) to solve the 
problem where the value associated with each period would be recursively 
written as a function of that period optimum variable and the value in the 
subsequent period. The way to solve is using backward induction where the 
value at the last period is computed first and then iteratively the value at 
intermediate periods are computed.

At any time9 1 ≤ t ≤ 19 (detailed proof in supplementary material), let 
V(t)(Xf,t, Hs,t, PFf,t) be the value, after the realization of the vector of joint 
shock Ωt = (et, γt), of having resources-in-hand Xf,t, human capital level of the 
son Hs,t and contributed-pension-fund deposit PFf,t. The t superscript of V(t) 
is not power but just a notation for value at time t. Then, the optimization 
problem for any t such that 1 ≤ t ≤ 19 can be recursively written as: 

V X H PF u C u Ct

f t s t f t C C b f t s t
f t s t t t t

( )

, , , , , , , , ,( , , ) max ( ) (
, ,

= +
λ α

ρ )) ( , )

( ) ( ( ), ( ),( )

, ,

+

+ ∑
+

+
+

+ + + +

u b

V X H

t t

t

t

f t t s t t
t

λ

β π
Ω

Ω Ω Ω
1

1

1

1 1 1 1 PPFf t t, ( ))+ +1 1Ω
�

(3.7)

 subject to the applicable time period t constraints previously discussed.

Upper Limit on Books

	
b b tt max″ ″ ″for 1 20

	
 There is an upper limit on the per-period amount of investment in books, bmax.

The son’s future consumption and utility from consumption depend on his 
accumulated human capital level in the first twenty periods, and the dad cares 
about it through the downward altruism parameter ρ. Beyond the utility from 
consumption that human capital affords, the dad explicitly values the acquisi-
tion of human capital which the model captures through the utility from edu-
cational inputs term u(λt, bt). The dad solves the problem at t = 1 assuming that 
the income from endogenous human capital he leaves the son with will be 
used to meet the consumption requirements of the adult son. The model stays 
away from a dynastic set-up by excluding future generations.

Non-Negativity Constraints: Stock Fraction and Time Fraction in 
Education

0 ≤ αt ≤ 1 applies for all dad’s time periods
0 ≤ λt ≤ 1 for 1 ≤ t ≤ 20
The stock fraction in savings (if there is stock market access), αt, and frac-

tion of the unit time the son spends in education, λt, have to lie between 0 
and 1 (both values included).

9 Other time periods can be similarly solved.
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3.2.1	 �First-Order Conditions for 1 ≤ t ≤ 19

For any time period t in the joint phase, the primary trade-off is between 
five baskets: utility from current consumption of dad or son, increased 
next period’s value due to higher cash in hand earned through asset returns 
or, alternatively, increased future value through higher human capital of 
the son because of investment in books or investment in education time 
by foregoing child labour earnings. The per-period optimum is the trade-
off of all these incentives when constraints are non-binding. For binding 
constraints, the situation needs to be handled on a case-by-case basis.

Equation 3.8 represents the utility trade-off between the father’s and 
son’s current consumptions where ρ is the downward altruism parameter: 

	
u C u Cc f t c s t( ) ( ), ,= ρ

	
(3.8)

The LHS of Eq. 3.9 is the loss of utility from a unit amount of foregone 
consumption of the dad. One unit of foregone present consumption 
leads to expected Rp,t+1 (portfolio returns) amount of additional resources-
in-hand, and V Rt

p t1
1

1
+

+(.) ,  expected gain in future value.10 At the opti-
mum the loss in present utility should be equal to the gain in future value 
if borrowing constraint (μborr,t) is not binding. When the household is 
borrowing constrained, these marginals won’t equalize, and the house-
hold would consume all the current resources leaving zero savings: 

	
u C V Rc f t t

t
p t bor t

t

( ) ( ( ) (.) ),
( )

, ,= ∑ +
+

+
+

+
Ω

Ω
1

1 1
1

1βπ µ
	

(3.9)

Equation 3.10 presents that a unit increase in investment in books leads 
to s units lower consumption of father, leading to s.uc(Cf,t) loss of utility. 
The extra unit of books would increase the son’s next period’s human 
capital by f4(.) (where f() is the production function of human capital and 

10 V
t
1

1+ (.)  is the partial derivative of V t+1() with respect to the first argument.
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f4() refers to the partial derivative with respect to books) and increase in 
next period’s expected value by f V t

4 2
1(.) (.)+ . Also, due to f4(.) units of 

extra human capital produced, the dad gets pen.f4(.) amount of additional 
utility due to his explicit valuing of the human capital production of his 
son through the u(λt, bt) term.11 pen which is a constant equal to 2.55 
denotes the gain in dad’s utility for a unit amount of additional human 
capital of the son. At the optimum the loss in utility (s.uc(Cf,t)) should be 
equal to the expected gain ( f V pen ft

4 2
1

4(.) (.) . (.)+ + ) if the upper limit on 
books’ constraint (μb,t) is non-binding. Otherwise the books’ investment 
would be at the upper limit: 

	
s u C f V pen fc f t t

t
b t

t

. ( ) (.) ( ( ) (.)) . (.),
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,= ∑ + −
+

+
+

4 1 2
1

4
1Ω

Ωβπ µ
	

(3.10)

 Similar to books, a unit increase in education time λt leads to G H
t

relv

−1

 units 
of loss of child labour income, leading to G H u C

t

relv c f t

−1

( ),  loss of present 
utility of dad. However, the extra unit of λt increases the son’s next period’s 
human capital by f2(.) and next period’s value due to human capital by 
f V t
2 2

1(.) (.)+  units. Also, due to f2(.) units of extra human capital, the dad 
gets additional pen.f2(.) amount of utility due to his explicit valuing of human 
capital. At the optimum, the loss in utility should be equal to the gain if the 
upper/lower limits of education time constraints are non-binding. In case of 
binding constraints, corner solutions would be utility maximizing: 
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Equation 3.12 can be interpreted as follows: the optimum portfolio 
choice is such that a unit change in fraction of savings in stock (αt) lead-
ing to ( R R

tγ +
−

1 0 ) change in expected gross returns does not lead to any 
change in future expected value. Had there been any such possibility αt 
wouldn’t be the optimum: 

11 u(λt, bt) = pen.(Hs,t+1(λt, bt) − Hs,t+1(λmax, bmax)) where H b f H b
u b

b
pen fs t t t t s t t

t t

t

, ,( , ) ( , , , );
( , )

. (.)+ =
∂

∂
=1 4λ θ λ

λ .

  I. Thakurata



53

	
∑ − + − =
+

++
+ ′

Ω
Ω

t
t m xt

t
t t tV a R R

1
11 1

1
0 0( ( ) (.) ( ))( )

, ,βπ µ µγ α α
	

(3.12)

The other time periods (t ≥ 20) can similarly be solved.

3.3	 �Benchmark Parameters

3.3.1	 �The Three Benchmark Education/Income Levels

The primary aim of this study is to quantify the marginal impacts of vari-
ous policy parameters like income support, financial inclusion, higher 
return on savings, educational subsidies and others on human capital 
investments, consumption and savings of households. Since the impact on 
life cycle variables will be different for different household brackets, this 
study takes three benchmark education levels of the parent for analysis: 

	1.	 The uneducated dad (Hdad = 1.0)
	2.	 The matriculate/secondary dad (Hdad = 2.0)
	3.	 The graduate12 dad (Hdad = 5.0)

The summary of the three benchmark households is presented in 
Table 3.3. This study assumes a linear relationship between the expected 
income and human capital level. Therefore, the empirically reported ratios 
of incomes for different education levels have been used to set human capi-
tal levels. Studies on developing countries, like Agrawal (2012),13 report that 
the average income level of an individual with matriculation (or secondary) 
level of education is roughly twice that of an illiterate person (zero schooling 
years) while a person with graduation level of education has roughly 4.5 
times the income of an illiterate person. Hence, this study assumes the 

12 Refers to 15 years of education in developing countries like India: 12 years in school and 3 years 
in college, which is similar to undergraduate in the US.
13 This study reports private returns to education for primary, middle, secondary, higher secondary 
and graduates as 5.47%, 6.15%, 11.38%, 12.21% and 15.87%, respectively. This translates to 
roughly 1.93 and 4.39 times wages of matriculation and graduate workers relative to illiterate 
workers.
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human capital level of the matriculate dad as twice that of an uneducated 
dad and sets the human capital of graduate dad as five times that of an 
uneducated dad. To make the results generalizable, the study performs sen-
sitivity analysis with respect to income and reports it in Sect. 3.5. 

Apart from income disparity, access to banks is also not universal in 
developing countries. Claessens (2006) observes that while access to basic 
financial services in OECD countries is over 90%, the usage figure for 
developing countries is only 26% with the maximum at 30%. Other 
than income and wealth, several studies link education as a key variable 
in explaining lack of bank access (Pal and Pal 2012; Rhine and Greene 
2013; Djankov et al. 2008). In line with literature, this study assumes a 
financially excluded uneducated dad while the matriculate dad has only 
bond market access. Even though stock market participation in develop-
ing countries is very limited even for households with graduation level of 
education, this study assumes that the graduate dad has both bond and 
stock market access.

Often low-education/low-income households have limited access to 
high-quality schools/hospitals due to distance, discrimination or other 
supply issues, and hence are constrained by the amount of investments 
they can make on their offspring. Shukla (2010) pegs private educational 
and health-related expenses of Indian households at 7.4 and 4.7%, 
respectively. Since this study doesn’t model the health-related expenses 
which have an indirect impact on human capital through early period 
mental and physical development of the child, an upper cap on per-
period private books’ investment of 12.5%14 of income for the 

Table 3.3  The three benchmark scenarios

Hdad Fin access
Discount 
on books

Max 
books

Pension 
deduction

Uneducated dad 1.0 None 50% 0.25 NA
Matriculate dad 2.0 Bond 50% 0.5 0
Graduate dad 5.0 Stock and 

bond
50% 1.0 0

14 Approximately equal to 7.4 + 4.7%.
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uneducated and matriculate dad households is assumed. Upper cap on 
books is a proxy for the limited educational and health investment 
options that poor households in developing countries face. In other 
words, total books’ investment (bmax) is capped at 25% of income (12.5% 
private expense due to 50% subsidy) for the uneducated and matriculate 
dads. For graduated dad, bmax = 1. Section 3.5 includes the sensitivity 
analysis of the financial and educational access assumptions for the three 
households.

This study keeps the set-up simple by including only transitory shocks. 
Including permanent shocks would slightly improve the quality of results 
by capturing the additional impact of shock persistence over time but 
would also add another state variable. Contributed-pension-fund savings 
are ignored in the benchmark scenarios but get considered in the para-
metric analysis. In all the three scenarios, the son’s value function is com-
puted with the assumption of bond market access to the son so as to keep 
it uniform so that differences in son’s life cycle values arise out of differ-
ences in human capital levels of the son only.

3.3.2	 �Consumption and Human Capital Parameters 
from Literature

Tables 3.4 and 3.5 present the human capital and financial parameter 
values used in the study. All the financial and human capital parameter 
values, except parameter pen which the study calibrates, have been used 
from literature. Section 3.5 presents the sensitivity analysis of the results 
for changes in the values of parameters.  

The study assumes a moderately risk-averse individual with ξ = 5. 
Ability, θ, and the other human capital production coefficients, aa, bb, cc, 
were used from Manuelli and Seshadri (2014) with minor modifications 
to give an average return of 11% when the child studies full-time with 
the maximum available books, bmax = 1. Due to non-inclusion of health 
expenses of the son, the dad’s downward altruism coefficient ρ is assumed 
to be 1 in the joint phase (1 ≤ t ≤ 20) and 0.7 for the rest of the indepen-
dent son’s life cycle.
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Calibration of Parameter pen  Several studies in literature have reported 
high correlations between the parent and the child’s educational attain-
ment (Black et al. 2005). Studies like Behrman et al. (2001) and Azam 
and Bhatt (2015), for Latin American and Indian data, respectively, 
report around 75% probability of a son attaining matriculation/second-
ary level (or higher) of education for a father with matriculation level of 
education. The parameter pen, which is a constant number capturing the 
per-period dad’s utility from unit gain in son’s human capital, was cali-
brated to ensure that on average over 10,000 simulations a dad with sec-
ondary (matriculation) level of human capital (Hdad = 2) would teach his 
son up to matriculation level or higher for 75% of the trials. After calibra-
tion it was set to pen = 2.55. Section 3.5 presents the sensitivity of results 
for different values of pen.

3.3.3	 �Financial Parameters from Literature

The financial parameter values are close to that assumed in Cocco et al. 
(2005). A bond rate of r0 = 4%15 and expected stock return of E[rs] = 9%16 
are assumed. rnofin = −5% is the return on savings of the financially 
excluded uneducated dad. var(γt) and var et(log( )) 17 are the variances of 

Table 3.5  Benchmark values of financial parameters

r0 Ers rnofin var(γt) var( log( )et ) corr β τ Bequest G

4% 9% − 5% 0.0246 0.085 0 0.98 0% 15% 1%

Table 3.4  Benchmark values of consumption and human capital parameters

ξ θ aa(=bb) cc δ ρ Discount pen H Hmatric

5 0.16 0.75 0.2 1.8% 1/0.7 50% 2.55 1 2

15 R0 = 1.04.
16 E[Rs] = 1.09.
17 Where E et[log( )] = 0 .
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stock return shocks and logarithm of wage shocks. The correlation 
between income shocks and stock returns (corr) is set to zero. Time-
discounting rate is set as β = 0.98. The dad leaves 15% of his last period’s 
wealth as planned bequest to his son. The exogenous growth rate of 
income is assumed at G =1% . Pension-fund deduction rate (τ) is zero in 
the benchmark, but gets considered in the parametric analysis.

3.4	 �Simulation Results: Three 
Benchmark Scenarios

The primary motivation of this study is to bring out the contrasting 
responses of different households to various policy initiatives like income 
support, educational subsidies, financial access, higher asset returns and 
others. Before analysing the effect of policy parameters on life cycle vari-
ables, the study first establishes the benchmark profiles of life cycle con-
sumption, savings and human capital investments of the three 
representative households with different incomes and financial as well as 
human capital access levels. This section presents the simulation results 
for the three benchmark scenarios. Average consumption and human 
capital investment profiles were generated by drawing numerous (10,000) 
realizations of the income and stock return shocks.

The per-capita consumption levels in the joint periods (Cjnt(1−5),18 
Cjnt(6−10), Cjnt(11−15) and Cjnt(16−20)

19) and independent dad’s working and 
retired period consumptions (Cdad(21−40) and Cdad(41−50)) as well as educa-
tional investments of the three households are presented in Table 3.6. The 
twenty joint periods have been divided into four subperiods based on 
applicable child labour wage rates. The consumption, assets and human 
capital investment profiles of the three benchmark households are 
described in Table 3.6. 

18 Refers to mean per-capita consumption for the pre-school time interval 1 ≤ t ≤ 5 in the joint phase.
19 Refers to mean per-capita consumption in the post-matriculation time interval 16 ≤ t ≤ 20 in the 
joint phase.
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Uneducated Dad (Hdad = 1)  Figure 3.2 presents the per-capita consump-
tions and the starting assets’ profiles for the fifty time periods of the three 
dads’ lives. The first twenty time periods are the joint periods and the 
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Fig. 3.2  Comparison of assets and per-capita consumptions of the three dads and 
human capital investments of the matriculate dad (from Thakurata and D’Souza 
2018). (a) Assets. (b) Consumption. (c) Books and education time (matriculate)

Table 3.6  Benchmark values of bequest, net education time, net books, human 
capital of son and per-capita consumptions

Beq
Edu  
(years)

Books 
(Tot) Hson Cjnt(1−5,6−10,11−15,16−20) Cdad(21−40,41−50)

Uneducated 
dad

0.11 0 0 1.00 0.49, 0.7, 0.84, 0.92 0.78, 0.64

Matriculate 
dad

0.40 8.74 4.18 2.41 0.96, 1.14, 1.21, 1.34 2.05, 2.24

Graduate 
dad

1.40 15 15 5.00 2.22, 2.52, 2.82, 3.38 5.69, 7.35

1.0 consumption unit is equivalent to $2/day. Edu(years) and Books(Tot) refers to 
the total investment in education time and books for 15 years (6 ≤ t ≤ 20) in the 
education phase
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next thirty time periods are the independent dad’s periods. The results 
presented in Table 3.6 show that the uneducated dad’s son gets no school-
ing. Due to financial exclusion and binding borrowing constraints, the 
life cycle consumption trend is hump-shaped with assets in the joint peri-
ods close to zero, thus revealing that net income is entirely spent on con-
sumption. After t = 20, assets follow the usual humped shape peaking the 
year before the dad’s retirement. Without external intervention, this 
would be a self-perpetuating intergenerational poverty trap where the 
son, like dad, starts his adulthood with no education.

Matriculate Dad (Hdad = 2)  This household category’s son gets partial 
education during all time periods (Fig. 3.2c) and attains a human capital 
level of 2.41 (20% more than dad). The fraction of time devoted to edu-
cation is low initially but increases gradually. As opportunity cost of edu-
cation increases with age, a reconfiguration of investment in time and 
books is witnessed. The matriculate dad starts his independent phase 
with zero assets. The independent dad would have ideally borrowed 
resources from his independent and retired phases to fund his higher 
consumption and human capital expenses in the joint phase. However, 
due to strict borrowing constraints, the dad virtually runs two separate 
optimizations for the joint and independent phases as is reflected by the 
double-humped asset profile of the matriculate dad. A similar asset pro-
file is also witnessed for the graduate dad.

Graduate Dad (Hdad = 5)  The son of a graduate dad gets full education 
in all time periods with maximum permissible books’ investment (bmax = 1) 
and attains a human capital of 5.0 (Table 3.6). Only higher ability or 
higher bmax can increase human capital further. For this income category, 
financial savings and portfolio choice are the more critical variables. Like 
the matriculate dad, the graduate dad also starts his independent phase 
with zero assets.
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3.5	 �Parametric Analysis and Policy Discussion

This section explores the marginal impact of various intergenerational, 
financial and human capital parameters on the life cycle profiles of the 
three household categories. The first subsection explores the effect of 
intergenerational parameters while the second and third subsections 
explore the effect of financial and human capital parameters. The policy-
maker’s costs of raising human capital through different policies like 
income support, higher return on savings, discounted books, improve-
ments in educational access and pension deductions have also been esti-
mated. Unless mentioned, most of the parameters have been varied up to 
25% in either direction from the benchmark values. Figures 3.3 and 3.5 
present the consumption and books’ investment profiles20 for deviations 
in parameters from their benchmark values while Fig. 3.7 presents the 
elasticities of life cycle variables of the three households. 

3.5.1	 �Intergenerational Parameters ρ and pen

3.5.1.1  �Downward Altruism

In this study the downward altruism coefficient ρ, made famous by 
Becker (1974) and Cox (1987) and tested by Altonji et al. (1997), is the 
weight given by the dad to the independent son’s rest of lifetime utility 
from consumption. This subsection tests the impact of ρ on life cycle 
variables from a multi-period optimization perspective with active finan-
cial and human capital constraints as often witnessed in developing coun-
tries. The simulation results find downward altruism as well as explicit 
valuing of human capital (pen) to be joint influencers of human capital 
investments. The moderate elasticity values of books’ investment, educa-
tion time and human capital (0.12, 0.15 and 0.1) of the matriculate dad 
household indicate that downward altruism alone doesn’t have a very 
powerful impact on human capital outcomes of the offspring (Fig. 3.7a, 
b). For the uneducated dad household, there is no change in schooling or 
consumption for even a 100% increase in ρ. Its income levels are too low 
and the son gets no schooling as in the benchmark case. In contrast, the 
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graduate dad’s human capital investments remain completely inelastic to 
fall in ρ in the given range. Higher values of altruism coefficient won’t 
have any impact as its investments are already at the upper limit. The next 
subsection looks at the impact of pen on life cycle profiles. Figure 3.5c, d 
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Fig. 3.3  Comparison plots of per-capita consumption profiles of the three dads 
for changes in parameters from benchmark values. Numbers in brackets are % 
deviations of parameters from benchmark values (from Thakurata and D’Souza 
2018). (a) Uneducated dad. (b) Matriculate dad. (c) Graduate dad

20 Education time profile will be very similar to books’ investment.
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presents the life cycle profiles of the matriculate dad household for a 25% 
increase in altruism coefficient.

3.5.1.2  �Dad’s Utility from Human Capital

A survey in Indian villages found that beyond economic motives, parents 
receive utility from seeing their children educated (De et al. 1999). The 
parameter “pen” captures the dad’s affinity for human capital as separate 
from the consumption it affords. In the benchmark model pen was cali-
brated to 2.55 such that over 10,000 trials, a matriculate dad teaches his 
son up to matriculation or higher for 75% of the trials. The results show 
that the uneducated dad’s income levels are too low and hence there is no 
impact of pen on schooling or consumption even when it is 100% higher. 
In contrast, the graduate dad’s income levels are sufficiently high for 
human capital investments to remain completely inelastic to fall in pen 
in the considered range (25% around the benchmark value). The elastici-
ties of education time, books and human capital of around 0.6, 0.49 and 
0.46, respectively (Fig. 3.7c, d), for the matriculate dad household are 
about four times the corresponding elasticities for downward altruism 
coefficient ρ. Affinity for human capital, pen, clearly is a stronger driver 
of human capital investments than altruism. A discussion on the relative 
influence of pen and ρ is presented below. Figure 3.5c, d presents the 
consumption and books’ investment profiles of the matriculate dad for a 
25% increase in pen.

Table 3.7 summarizes the human capital and consumption outcomes 
when parameters ρ and pen are switched off. While the uneducated dad’s 
life cycle outcomes remain unchanged, pen = 0 reduces the human capital 
outcomes of the graduate and matriculate dads significantly from bench-
mark values of 5 and 2.41 to 3.39 and 1.48, respectively (32.2% and 
38.5% reduction). The reduction in human capital due to downward 
altruism not operating is relatively lower (0% and 9.5%) revealing that 
pen remains a stronger driver of human capital investments than ρ. The 
parameter pen was included in the baseline model as downward altruism 
doesn’t completely predict the human capital outcomes as observed in 
data (Behrman et al. 2001; Azam and Bhatt 2015). 
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3.5.2	 �Financial Parameters

3.5.2.1  �Dad’s Income

A number of studies like Basu and Van (1998), Swinnerton and Rogers 
(1999) and Edmonds and Schady (2012) find significant effects of family 
income/wealth on children’s education. The simulation results, while 
confirming that the matriculate dad’s human capital investments are 
more sensitive to income change than consumption, also find the reverse 
to be true for the other income categories. Figure 3.4a reveals that the 
uneducated dad’s extra income gets completely consumed and only after 
a threshold level of income which is 30% higher do the first human capi-
tal investments begin. Till then income significantly increases consump-
tion with all elasticities higher than 0.66 (Fig. 3.7e, f ). Initiatives like 
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Fig. 3.4  Human capital elasticities of uneducated and graduate dads for differ-
ent values of dads’ incomes and % changes in uneducated and matriculate dads’ 
variables from benchmark values due to bond market and portfolio access, respec-
tively (from Thakurata and D’Souza 2018). (a) Uneducated dad: human capital 
elasticities. (b) Graduate dad: human capital elasticities. (c) Financial widening: % 
changes (uneducated and matriculate)
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subsidized education, financial access, better schools and others will work 
only after crossing this minimum income threshold and hence income 
support remains the main parameter to begin human capital investments 
for this category. In contrast, the graduate dad’s human capital invest-
ments remain completely inelastic up to 35% fall in income with books’ 
investment more sensitive than education time (Fig.  3.4b). Till then, 
consumption gets sacrificed with elasticities around 1.0 (Fig.  3.7j, k). 
From a policy perspective, there exists space for transferring resources 
from the graduate dad to the uneducated dad without compromising on 
the net production of human capital of the graduate dad household. As 
opposed to the other income categories, the matriculate dad household’s 
investments in human capital rises sharply with the first drop of extra 
income with elasticity of human capital around 2.83 (Fig. 3.7i). At lower 
income values, consumption elasticities are much lower than 1.0 as the 
extra income is getting funnelled into human capital investments 
(Fig. 3.7g). The consumption elasticities increase only after educational 
investments have picked up. Pre-school and independent dad’s consump-
tion elasticities remain close to 1.0 because of binding borrowing con-
straints and the non-existence of son’s expenses, respectively. Figures 3.3 
and 3.5a, b and e present the consumption and books’ investment pro-
files for 25% increase in dads’ incomes while Fig. 3.7e–k presents the 
elasticities of variables for a range of incomes of the three dads.

Policy Analysis  At risk-free discounting rate, the present value of the 
matriculate dad’s fifty periods’ income amounts to 47.79 units and the 
present value of twenty joint periods’ income is 30.7 units (Table 3.8, 
row 3). Since the dad doesn’t carry forward assets from the joint phase 
into the independent phase, the independent periods’ incomes are 
delinked from human capital investments and consumption in the joint 
phase. With elasticity of human capital with income at around 2.83, one 
consumption unit in present value terms raises human capital of the son 
by 9.2%.21 Extra income funded by the policy-maker, though effective, 
turns out to be a costly way of raising human capital for this income cat-

21 =2.83/0.307.
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egory as opposed to other policies like subsidized books or improvements 
in access to education. 

The uneducated dad’s investments in human capital start only after his 
income goes up by 25% which, in present value terms, amounts to 3.83 
units (=15.35 × 0.25, Table  3.8, row 1) of additional resources in the 
twenty joint periods. On the other hand, the graduate dad’s investments 
remain resilient to a 35% fall in income which in present value terms 
amounts to 41.84 units (=119.55 × 0.35, Table 3.8, row 2). Hence theo-
retically there exists space for transfer of resources from one graduate dad 
to 10.9 uneducated dads so that they can be pushed beyond the mini-
mum income threshold after which human capital investments can start. 
Alternatively, the same resources can raise 91.6 matriculate dad house-
holds’ human capital by 10% each,22 if used as subsidies on books which 
is more efficient than income support in raising human capital for the 
matriculate dad category.

3.5.2.2  �Financial Widening

Studies like Claessens (2006), Beck et al. (2008) and Pal and Pal (2012) 
have documented the lack of financial access of low-income, low-educa-
tion households in the developing world. This subsection explores the 
impact of giving bond access to the unbanked uneducated dad and port-
folio access to the non-stock-market-participant matriculate dad. Since 
the graduate dad already has both bond and stock market access in the 
benchmark scenario, financial widening for this category is not considered.

In the results, financial inclusion is seen to have no impact on the 
human capital of the uneducated dad’s child as income levels are just too 
low. This confirms that no schooling in the benchmark case was due to 
low income and not financial exclusion. As a consequence of financial 
inclusion, later period’s consumptions when asset levels are higher 
increase significantly while early periods’ consumptions remain mostly 
unaffected due to binding borrowing constraints (Figs. 3.3a and 3.4c). 
The primary beneficiary is the independent dad with higher assets. Like 

22 1 unit used on books’ subsidy raises human capital by 21.9% (discussed in Sect. 3.5.3.1).
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Dehejia and Gatti (2005) and Beegle et al. (2006), simulation results for 
the matriculate dad identify financial widening as one of the key variables 
for enhancing education. Extra returns earned through portfolio access 
are ploughed back into human capital leading to investments rising by 
around 6%. Most of the joint periods’ consumption increases are insig-
nificant while there is a significant rise in independent dad’s consump-
tions due to his higher assets. Figures 3.3a, b, 3.4c and 3.5a and b present 
the relevant life cycle profiles and % changes in variables due to financial 
widening for the two households.

Policy Analysis  Stock market participation of the matriculate dad raises 
his offspring’s human capital by 5.77% which can otherwise be achieved 
with a 2.03% permanent income increase23 of the dad.

3.5.2.3  �Bond Returns

While there exists literature linking income/wealth to human capital, 
very few studies have linked human capital outcomes to return on safe 
assets. A possible reason may be the lack of variability in data on safe 
assets. This subsection explores the impact of bond returns on human 
capital and consumption for two income categories. The uneducated dad 
household doesn’t get considered as this income group is assumed to be 
financially excluded.24 For the matriculate dad, the study finds an inter-
esting counterfactual where at low bond return levels, human capital elas-
ticities are around − 0.07 (Fig.  3.7u) as the parent is incentivised to 
increase child labour earnings to enhance savings to take advantage of 
rising returns. After a threshold, human capital elasticities turn positive 
(around 0.4) and are higher than consumption elasticities indicating that 
extra earnings through higher return on savings get primarily ploughed 
back into education. As indicated by the elasticity magnitudes, higher 
return on bond has a limited impact on this household. The results for 
the graduate dad household with portfolio access indicate a clear, 

23 = 5.77/2.83 where 2.83 is the income elasticity of human capital.
24 The subsection on financial access considers a similar case where bond market access raises returns 
from − 5% to + 4%.
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monotonic trend that the later period’s consumption elasticities are 
higher than earlier period’s consumption elasticities due to higher asset 
holdings in the later years (Fig. 3.7v and w). The primary beneficiary is 
again the independent and retired dad. For this income category, human 
capital remains completely inelastic to fall in returns including 0% 
returns. Figures 3.3b and c and 3.5a, b and e present the life cycle profiles 
for a 5% (500 bps) increase in bond return while Fig. 3.7s–w presents the 
elasticities of variables of the two households.

Policy Analysis  The matriculate dad’s investments in the bond market 
in all fifty time periods amount to 270 units which in present value terms 
amounts to 73 units (Table 3.8). The present value of his savings in the 
twenty joint periods amounts to 12.21 units. With elasticity of human 
capital with bond returns at around 0.4, a unit of present consumption 
leads to 3.2%25 rise in human capital. Assuming the extra return on 
bonds are completely funded by the policy-maker, income support addi-
tional bond returns are only 34% as effective in raising human capital 
with the same cost in present value terms.

3.5.2.4  �Standard Deviation of Income Shocks

There is a wealth of empirical literature linking negative income shocks to 
rise in child labour and fall in school enrolment (Kazianga 2005; Dehejia 
and Gatti 2005; Beegle et al. 2006). This subsection explores the impact of 
income shocks (negative and positive) on life cycle variables of the three 
households with different levels of income and financial access. For the 
uneducated dad household, there is no impact of wage shocks on the 
schooling of the son. With increasing standard deviation of wage shocks, 
due to higher precautionary savings, joint-period consumptions fall (assets 
increase) with pre-school consumption most affected (elasticity − 0.44) 
which has implications on the child’s early stage development (Figs. 3.3a 
and 3.7l and m). In contrast, the graduate dad household’s human capital 
investments are able to withstand the impact of negative income shocks. 

25 0.4/0.1221.
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Expectedly, higher wage risk leads to higher precautionary savings in the 
two separate optimization zones for the father (joint and independent 
phases). Pre-school consumption falls while all other consumptions rise 
(Figs.  3.3c, 3.5e and 3.7q and r). For the matriculate dad household, 
increase in wage risk leads to higher precautionary savings in both the assets 
and financial and human capital. Precautionary financial savings’ rise leads 
to fall in pre-school consumption and rise of post-matriculate consump-
tion (Figs. 3.3b and 3.5b). Table 3.9 summarizes the fall in schooling vari-
ables when negative income shocks of different standard deviations hit the 
matriculate household. Consistent with literature, child labour increases as 
a response to negative shock in dad’s wage. Education time and books are 
revealed to be more sensitive to negative shocks than consumption (initial 
elasticities 0.58 and 0.43). However, due to greater increase in educational 
investments for positive wage shocks, human capital investments overall 
rise with increasing standard deviation of income shocks, with elasticities 
touching 1.8 and 1.5 for education time and books (Figs. 3.5a and 3.7p). 
Figures 3.3 and 3.5a, b and e present the profiles of consumptions and 
books’ investments for a 25% increase in standard deviation of income 
shocks. Figure 3.7l–r presents the elasticities of the three households’ vari-
ables for a range of standard deviations of income shocks. 

3.5.3	 �Human Capital Parameters

3.5.3.1  �Discount on Books

Kremer et  al. (2002), Kremer et  al. (2009), Grogan (2009) and other 
studies have looked at the positive effects of free uniforms/textbooks/
scholarships and fee exemptions on schooling. This subsection explores 
the role of discounted books on human capital and consumption. 
Discount (%) is defined as the percentage of books invested that is not 
borne by the household. If the household pays 100%, then discount per-
centage is 0%. For the uneducated dad household, there is no effect on 
schooling even for 100% discount on books, thus revealing that low 
income remains the reason for non-schooling and not explicit cost of 
education. Similarly, the graduate dad’s human capital investments 
remain completely inelastic up to 0% discount revealing that these 
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income categories’ educational investments don’t get altered by the cost 
of books (Fig.  3.7z). The matriculate dad’s human capital elasticity of 
0.65 and negative elasticity of Cjoint(6–15) (around − 0.04) indicate that 
beyond lower expenses on books, consumption is additionally cut by this 
household to further increase books’ investment when price of education 
falls (Fig. 3.7x and y). Education time elasticity is low (0.66) due to sub-
stitution from time to books as a result of higher discount on books 
(elasticity 1.27). Figure 3.5c, d and f presents the profiles of variables for 
an additional 25% discount on books from the benchmark value of 50%.

Policy Analysis  The total investment in books for the matriculate dad 
household is 4.18 units with present value of 2.37 units (Table 3.8). With 
elasticity of human capital for additional discount percentage at around 
0.52, one unit of consumption in present value terms increases human 
capital by 21.9%.26 Books’ subsidy therefore is 2.3 times more effective in 
raising human capital than income support. On the other hand, com-
plete withdrawal of discounts from the graduate dad household would 
release 9.5 units of resources in present value terms without compromis-
ing the human capital outcome of this category. Since it takes 3.83 units 
(discussed in Sect. 3.5.2.1) of additional resources to push the unedu-
cated dad household beyond the minimum income threshold after which 
human capital investments can begin, the resources released by complete 
withdrawal of subsidies on books for the graduate dad household would 
be able to help unlock human capital investments of 2.4 uneducated dad 
households. Alternatively the same resources can raise the human capital 
of 20.8 matriculate dad households by 10% each.27

3.5.3.2  �Upper Cap on Books

In developing countries, different income and education categories have dif-
ferent levels of access to educational inputs due to lack of good schools in 
neighbourhood, discrimination, entry barriers and others. As a result, they 

26 0.52/0.0237.
27 1 consumption unit raises education by 21.9% so 9.5 units would raise human capital by 
208.05% or of 20.8 households by 10% each.
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are constrained by the maximum amount of inputs (school resources, qual-
ity teachers) they can invest. This study uses a two-input production func-
tion where the non-time input (books) is also a proxy for school resources 
and teacher quality which are not explicitly modelled. This subsection 
explores the impact of improvement in access to education (by raising bmax) 
on human capital outcomes. Simulations indicate that the uneducated dad 
remains unresponsive with no impact on schooling for up to 100% increase 
in bmax. In contrast, negative consumption elasticities (around − 0.03) and 
positive human capital elasticities (around 0.16) of the matriculate dad indi-
cate higher human capital investment appetite (Figs. 3.5c and d and 3.7aa 
and ab). Due to substitution effect, education time elasticity (0.11) is one-
sixth of books’ investment elasticity (0.64). The graduate dad also exhibits 
strong appetite for human capital where an extra unit of higher access is 
completely lapped up as indicated by the unit elasticity of books. Education 
time remains completely inelastic as it is at the upper limit and consumption 
elasticities are negative (Fig. 3.7ac and ad). The consumption and books’ 
investment profiles for a 25% increase in bmax are presented in Fig. 3.5c, d 
and f and the elasticities for a range of bmax are represented in Fig. 3.7aa–ad.

Policy Analysis  The total investment in books for the matriculate dad 
household is 4.18 units with present value of 2.37 units (Table 3.8). One 
per cent higher access to books costs (0.0237∕2) × 0.6 units of consump-
tion in present value terms to the policy-maker (in simulations, in 60% 
of trials, the constraint is hit with 50% discount borne by the policy-
maker). With elasticity of human capital for additional books’ access at 
around 0.15, one unit of consumption in present value terms increases 
human capital by 21.18%.28 Higher upper cap on books therefore is 2.3 
times more effective in raising human capital than income support.

3.5.4	 �Contributed-Pension-Fund Savings

This subsection examines the effect of mandatory contributed-pension-fund 
deductions on life cycle profiles. The pension-fund savings are assumed to 
earn bond returns and, post retirement, the individual gets annuity payments 

28 0.15/0.00711.
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on the accumulated pension funds. Child labour wages are excluded. The 
independent son’s value function is similarly computed in a regime with pen-
sion deductions. The very low-income, financially excluded uneducated dad 
household would normally not have access to such schemes and hence does 
not get considered. Results for the matriculate dad household show that pen-
sion deduction has a deleterious effect on education with elasticity of human 
capital touching − 2.3. The distortion leads to independent dad’s post-retire-
ment consumption being very high while pre-school consumption gets 
severely hit (elasticity around − 0.94). Other joint periods’ consumptions are 
not hugely affected as the knock is taken primarily by educational invest-
ments in these periods (Fig. 3.7ae–ag). Due to liquidity distortions as a result 
of pension deductions, the asset profile of the dad undergoes interesting 
change (Fig. 3.6b) where at lower deduction rates it is a normal hump-shaped 
but gradually turns flat as the dad reduces his disposable assets owing to 
higher pension deposits. Unlike the matriculate dad, the graduate dad is able 
to absorb the knock of pension deductions on human capital. The elasticity 
of education time remains zero while at higher deduction rates, books’ elas-
ticity turns negative (− 0.14) with marginal fall in human capital (Fig. 3.7ah–
aj). The asset and consumption profiles are very similar to that of matriculate 
dad. Overall, not a big impact on this income category. Figures 3.3b and c 
and 3.5a, b and e present the consumption and books’ investment profiles for 
a 5% higher pension deduction rate while Fig. 3.7ae–aj presents the elastici-
ties of variables for a range of pension deduction rates.

Policy Analysis  A relaxation of 5% in deduction rate for matriculate dad 
increases present value of joint periods’ income by 1.53 units while keep-
ing the present value of total income unchanged (Table 3.8, rows 4 and 
5). The relaxation in deduction rate may be viewed as a self-financed loan. 
With elasticity of human capital with deduction rates at − 2.23, a unit of 
self-financed loan by the policy-maker to the matriculate dad leads to 
7.2%29 rise in human capital which is 78% as effective as income support. 
In strict terms, they are not comparable as the loan is repaid in full with 
interest by the matriculate dad in the independent/retired phase. The loan 
by the policy-maker enables the dad to tide over the liquidity constraint 
in the joint phase, hence enabling higher educational investments.

29 2.23/(1.53/5).
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3.6	 �Conclusion

This study focusses on the household decision problem to understand the 
co-determination of consumption, child labour and human capital 
investments in the backdrop of poverty, uncertainty, financial exclusion 
and parental altruism. Results of the study reveal that financially excluded 
households where the head of the household is also uneducated prefer 
financial assets with negative real returns over human capital investments 
in their offspring. These households consequently fall into an intergen-
erational poverty trap, and policies like financial inclusion and free edu-
cation are not strong enough to induce human capital investments of this 
household category. Only income support which pushes the household 
income beyond a minimum threshold is effective in starting human capi-
tal investments. The study computes that full withdrawal of subsidies on 
educational inputs and direct transfer of income away from one single 
household with college educated head of the household can release 
resources which can launch human capital investments of 2.4 and 10.9 
uneducated households, respectively, without lowering the former’s 
human capital investments. Simulations indicate that households with 
secondary-level education of the household head and access to basic 
financial services display higher preference for human capital investments 
over financial savings. Targeted policies like subsidised education and 
higher access to educational resources are much more effective in raising 
human capital than income support. This study contributes to policy-
making by computing the relative costs and human capital outcomes of 
policies like income support, subsidised educational inputs, higher access 
to educational inputs, life cycle loans and subsidised higher return on 
savings for different household categories. As a scope of future work, it 
will be useful to extend the framework towards understanding decision 
making that includes the household making fertility choices as well as 
choices with regard to the quality and quantity of human capital.

AcknowledgementsThe authors would like to thank the editor and anony-
mous reviewers for their constructive and elaborate comments.

  Child Labour and Human Capital in Developing Countries… 



76

�Appendix: Figures and Graphs
See Figs. 3.5, 3.6 and 3.7.
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Is There a Culture of Child Labour? 

The Decision-Making Process 
of Working Among Girl Beedi Rollers 

in Jhalda Region of Purulia, West Bengal
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4.1	 �Introduction

Abedun, a 14-year-old girl from Jhalda city of Purulia District, West 
Bengal, told me that beedi rolling was a way of life for her (Fig. 4.1). She 
cannot remember clearly when she started, but now she can roll up to 
800 beedis a day. From morning to late evening, she sits in one position, 
in the courtyard of her house to roll beedis, and thinks that her labour is 
indispensable for her family’s survival. Abedun and the other children I 
met during my fieldwork accepted this reality of working from a young 
age and consider it natural to economically add value to the family 
income. But why do children accept these hazardous and exploitative 
working conditions? Are they consulted in making the decision of work-
ing? Is there a culture of child labour which rationalises and justifies 
their work?
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The child participants in my fieldwork were not born as labourers, but 
they were born into families where multidimensional poverty dictated 
life. These families belonged to the lowest caste and class hierarchies of 
the Indian society. Their socio-economic conditions and socialisation 
encouraged them to accept that they had to work as a paid/unpaid 
labourer to support their family income. Pierre Bourdieu (Mitra 2014) 
calls such an acceptance of one’s conditions as the habitus which is a cog-
nitive set of principles guiding action in a way that it appears to be 
instinctive and natural. Bourdieu argues that a habitus is not just there; it 
is produced by discourses, societal structures and the material as well as 
immaterial possessions that an actor owns in the world (p. 15). These 
children therefore have a habitus that encourages their naturalisation into 
the role of a child labourer (Mitra 2014).

This chapter utilises data collected from participant observation and 
conversations with children working on the streets of Kolkata, domestic 
and daily-wage earners in Purulia and an agroforest industry, beedi1-mak-
ing, in Jhalda—all located in the state of West Bengal, India. It aims 
to shed a light on their perspectives of life and work which are embedded 
in their family discourses and surrounding social structures. In the next 
section, I will discuss the background for the chapter and research meth-
odology. This will be followed by a description of the beedi industry and 

1 Beedi or Bidi/Biri is a thin, South Asian cigarette filled with tobacco flakes and wrapped in a 
‘tendu’ leaf tied with a string.

Fig. 4.1  Abedun rolling beedis, Jhalda. ©Dakhinamitra
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the stories of child labourers in their own words. I will analyse and decon-
struct these stories using the narratives that surround them. This 
includes documenting the structural barriers in their physical environ-
ment, perceptions of their parents and the community as well as sociocul-
tural norms of the Indian society. Finally, I will conclude with a short 
discussion on potential solutions and recommendations.

4.2	 �Child Labour: Background

Child labour is a global phenomenon. A 2017 ILO report reveals that 
there are about 152 million child labourers around the world. Of these 
73 million are engaged in hazardous work. About 58% of the 152 mil-
lion are boys and 42% are girls. Forty-eight per cent of the children fall 
in the age group of 5–11 years old, while 70.9% are engaged in agricul-
ture or agro-based industries (ILO 2017). The report further states that 
even though there has been a decline in the global numbers of  child 
labour since 2000, the progress has been slow, and the rate of decline in 
the recent years has decreased.

Child labour is a complex issue caused by the interplay of socio-
economic factors such as poverty, inequality, illiteracy, political instability 
and natural disasters which make families vulnerable. In the absence of 
social security nets or savings, global challenges such as climate change, 
thriving informal economies, migration, rapid urbanisation and digitalisa-
tion further contribute to the vulnerability of families, and children get 
pushed into the labour market. Child labour predominantly occurs in the 
unorganised and unregulated sectors such as agriculture, fishing, weaving, 
construction work, sweatshops, mines and other labour-intensive indus-
tries. The implications of child labour from long hours of work and mild 
to extreme hazardous conditions include malnutrition, spinal deformities, 
poor eye health and respiratory diseases. Additionally social and economic 
challenges and low literacy levels impede their ability to prepare for a bet-
ter future (MOSPI 2018; UNICEF 2016; ILO 2015).

In India, the Census of 2011 reported that from the total child 
population of about 26 million, more than 10 million children in the 
age group of 5–14  years were working (main and marginal). About 
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75% of these working children belonged to the age group of 
10–14 years, while 25% were from the age group of 5–9 years (MOSPI 
2018, p. 52). Although ILO (2017) reports that child labour numbers 
in India are declining, there is speculation that the phenomenon has 
simply become invisible. UNICEF (2016b) reports that growing 
awareness amongst buyers, changes in legislation and their enforce-
ment and international pressure have moved children from formal fac-
tory settings to homes. Therefore, the decline can be attributed to the 
undocumented child labourers who continue to work informally or 
within the confines of the home. They do domestic work at their own 
homes (to free their parents to engage in paid labour); work as domes-
tic helps for others; engage in agriculture labour such as cotton grow-
ing  and tea-picking; and work in informal cottage industries/
workshops for lock making, embroidery, stone quarrying, brick mak-
ing, beedi rolling and rag picking, amongst others. Traditional-
gendered roles dictate the work of girls who perform domestic and 
home-based cottage industry activities. Whereas boys primarily work 
as wage labourers at places such as unregulated food joints, motor 
repair workshops, small-scale factories/workshops and others.

4.3	 �Setting the Scene: Filling Gaps 
in Knowledge

The current chapter is a continuation of a body of research work 
(which includes papers, a master’s thesis and a doctoral thesis) that I 
have undertaken since 2003 to highlight the social, cultural and cogni-
tive aspects that influence the decision of working for children. 
Through a comprehensive review of reports and journal  articles on 
child labour covering different disciplines (historical, theoretical, 
development and health economics, public policy, sociology and 
anthropology) and issues such as causes, implications, cost-benefit 
analysis and policies, I identified a number of gaps in the literature 
(Mitra 2014, pp.  30–36). Firstly, the voices of child labourers were 
missing. Childhood studies argue that understanding what a child 
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thinks about his or her situation is crucial for any decision that is taken 
for them (Schildkrout 2002; Nieuwenhueys 1996).

However, my fieldwork revealed that the decision of working 
depended on a family’s social, economic and cultural poverty and not 
on the child’s will (Mitra 2014, p. 188). In India, where caste and tra-
ditional norms guide day-to-day life and poverty is rampant, children 
belonging to the most socially, structurally,  culturally and economi-
cally disadvantaged groups considered that their work was the only 
viable option for the survival of their family (Mitra 2014, pp. 212–213). 
By documenting the perspectives of the children who are at the centre 
of this issue, and exploring the narratives that influence a family’s deci-
sion to send a child for work, I aim to add to the existing body of 
knowledge on child labour. Furthermore, exploring the discourses that 
facilitate the child’s acceptance of this decision, further contribute to a 
multidimensional understanding of the child labour issue. This is in 
line with what the ILO report states that one of the ways by which we 
can achieve the elimination of worst forms of child labour by 2025 is 
by “understanding and addressing family reliance on children’s labour” 
(ILO 2017, p. 13).

The second aim of this chapter is to fill an evidence gap for mapping 
the extent of child labour in the unregulated beedi industry and capture 
the lived experiences and voices of the young beedi rollers. Beedi-making 
in India is a prime example of a home-based activity with a high inci-
dence of undocumented child labour (Dube and Mohandoss 2013). 
Beedi, known as a poor man’s cigarette as it is sold  cheap, constitutes 
almost 48% of tobacco consumption in the country. A change in factory 
regulations during the 1960s led to a decline in factory-based beedi pro-
duction, and the activity moved to the house of the workers (Dube and 
Mohandoss 2013). As a result, this traditional agroforest industry became 
strongly embedded in the informal sector of the country. The industry 
employs an estimated 6–8.5 million workers (guess estimates have been 
cited in various studies which include Singh et al. (2017), TII (2017), 
Mishra (2014) and Srinivasan and Ilango (2012)), and majority of them 
are below the poverty line (Ghatak 2017). These studies also estimate that 
about 90% to 95% workers are women and children who have no protec-
tions from unions or country’s labour regulations. Current data is 
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missing, but a health study in 2009 estimated that more than 1.7 million 
children were working as beedi rollers.2

4.4	 �Methodology

When I began my research on the issue of child labour, I found another gap 
in methodology. Many emerging scholars criticised the majority of child 
labour studies as they lacked the use of participatory techniques to docu-
ment the perspectives of children (Liebel 2004, p. 34). However, in the last 
15 years, a number of studies have started to use a bottom-up approach 
that provides a space for children to voice their opinions and in turn, 
understand them. In order to add to this emerging body of literature, I 
developed a participatory fieldwork plan in the state of West Bengal 
(Kolkata and Purulia districts). I chose these locations on the basis of expert 
interviews held with government officials and staff of non-governmental 
organisations in Delhi. I tapped into existing familial networks in these 
locations that helped me to connect with local officials, school administra-
tion and beedi-worker union members. From 2009 to 2011, I conducted 
fieldwork in two blocks of 4.5 months. In each phase, I spent 1 month in 
Kolkata and 3.5 months in the Purulia district. In this first phase, I worked 
as teacher at a National Child Labour Project3 (NCLP) school in an indig-
enous community in Purulia town, for 3.5 months. In the second phase, I 
did another 1-month visit to Kolkata and spent the rest of the time at the 
school as well as in Jhalda city and Singhbajar village, where the primary 
economic activities are beedi-making and silk weaving, respectively.

In Jhalda, I conducted key informant interviews with three union 
members and observed the daily work life of six girls between the age of 
11 and 17, three women and their families. I chose the snowball sampling 
method  to find respondents wherein one respondent connected me to 
another. After informing the respondents about the intention of the study 

2 http://www.zeenews.com/news578951.html.
3 National Child Labour Project is an initiative by the Government of India which provides a 
sequential approach to rehabilitate working children into mainstream schools. Former (and cur-
rent) child workers are supported to attend non-formal bridge schools where a mix of age and 
ability appropriate skills is taught. Literacy, numeracy and vocational training is provided along 
with a mid-day meal, a monthly stipend of about US$2.5 and health care.
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and seeking parental consent, I maintained a field diary4 of their daily 
activities, conversations, dwellings and physical surroundings. 
Furthermore, I conducted semi-structured interviews with three primary 
school teachers working in and around Purulia town, the Additional 
District Magistrate and Director of the Department of Labour in Purulia. 
Apart from this sample, I engaged in informal conversations with several 
domestic helpers and children working at various locations such as railway 
platforms, markets, roadside food stalls, coal warehouses, stone quarries, 
grocery stores and brick kilns. Similarly, I conducted semi-structured con-
versations with several family and community members and employers, 
teachers and social workers to understand the social and cultural thought 
processes. All these conversations were recorded daily into the field diary. 
Each conversation was manually coded, and themes and discourses were 
identified and analysed.

4.5	 �Beedi Rolling in Jhalda

There are 400 villages in the Jhalda city (Block 1) where beedi rolling is 
the primary economic activity. Dried tendu leaves are cut to fit a desig-
nated mould, filled with dried tobacco flakes, rolled and tied with a 
thread to form a thin cigarette called beedi. The beedi-making companies 
in Jhalda bring the tendu leaves from Daltonganj (Bihar) and Keonjhar 
(Orissa) and supply it to the contractors. These contractors use sub-
contractors to find labour and then provide the leaves to the beedi rollers.

About 430 to 600 grams of leaves are used to make 1000 beedis in a 
span of 12 hours. The rollers are paid about Rs. 68 (less than US$1) for 
every 1000 beedis, a rate which has risen from Rs. 46 (less than US$1) 
which was paid in 2010. An amount of Rs. 4.90 (about US$ 0.06 cents) 
is deducted from Rs. 68 as a contribution to the provident fund/pension 

4 While travelling through the rural fieldwork locations in West Bengal, I came to understand that 
my urban clothing and use of phones, camera and recording devices served as distractions and put 
people on guard. Therefore, I changed my attire and stopped using devices during my interactions 
with children and their families. Respectful conversations, regular visits and support of a known 
and trusted village elder, enabled me to build a rapport and collect valuable notes from the 
fieldwork.
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fund. The company also contributes the same amount (per 1000 beedis) 
to the pension fund for each roller. At the time of this fieldwork, due to 
the presence of a workers’ union in Jhalda, the pension fund rate was 
steady and considered highest in Jhalda. There were reports that in other 
cities, companies are known to pay less.

The remaining amount of Rs. 63.1 (less than US$1) was not directly 
paid to the roller. The contractor found several reasons to deduct varying 
amounts from the total. One of the ways was by manipulating the scales 
while weighing the leaves or the tobacco. A lower quantity of leaves or 
tobacco yielded a lesser number of beedis, thus providing the contractor 
a reason to deduct from the pay. Discarding the poor-quality beedis fur-
ther reduced the final pay. After a few strategic reductions, the contractor 
still did not pay the worker. In majority of the cases, the contractors 
owned a grocery shop where they sold goods at prices higher than the 
market price. The workers are provided vouchers which could only be 
redeemed at the contractor’s store. Once the vouchers had been redeemed, 
the remaining amount (if any) was handed over to the beedi roller/family. 
Therefore, after 12  hours of rolling 1000 beedis approximately, the 
worker received a meagre amount of about Rs. 20–30 (less than 
US$0.50 cents).

The exploitative conditions, labour-intensive work and low income 
forced families to engage every able member to make beedis. Traditionally, 
it was a family activity where all members, including parents, grandpar-
ents, extended family and children, got involved. Being a trans-
generational occupation, children learn from their parents and pass the 
skill to the next generation. But men and adolescent boys do not engage 
in this activity anymore. Young boys go to school and then transition to 
working as construction workers, rickshaw pullers, day labourers or fac-
tory employees like their older siblings and fathers/uncles. Many men 
and boys consider beedi rolling as the last option for them.

As a result the onus of rolling beedis to supplement the family income 
sat with the young girls and women. Girls as young as 9 years followed 
the footsteps of their older sisters and mothers/aunts. Since the work can 
be done within the boundaries of the household, family elders considered 
it as the best option to keep their female family members safe. Women 
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and girls then do not need to be out after dark nor travel long distances 
for work, both of which can put them at risk of being kidnapped or sexu-
ally assaulted. Despite being the primary beedi rollers, women and girls 
continue to not receive the payment. The wages are collected by the male 
patriarch of the family, thus removing the women and girls’ right to have 
ownership of the income.

Some of the adult males that I met attended school till grade 3 or 4, 
but majority of the adult females in these communities had never attended 
school. Similarly, many young girls had never been to a school, while oth-
ers had left after primary school. However there were some girls who 
combined schooling with beedi rolling in order to have literacy and 
numeracy skills while supporting the family income.

4.6	 �The Beedi Rollers

The child labourers and their families in the study sample were from the 
most economically, socially and culturally disadvantaged groups in the 
country. Some belonged to indigenous communities, while others were 
at the lowest level of the caste hierarchy. Majority of the family members 
had never attended a school and those who had, did not study beyond 
primary level. Trans-generational child labour was a dominant feature 
observed throughout the study sample (Mitra 2014, p. 217).

In the following sections, I will relate the stories of the children and 
a description of the physical spaces into broad themes. The publicly 
available systems or discourses which have been produced earlier in the 
family or the society will contribute to understanding and deconstruct-
ing the children’s perspectives about their work. Phillips and Hardy 
state that discourses legitimise social reality and can be seen as a social 
construction which is self-constructing as well (2002). They occur at 
the cognitive level, and at the level of talks and texts (Potter 1996). The 
children, their families, the peers and the society produce these dis-
courses which influence the decision of working and normalise/justify 
a child’s labour. The idea of a culture of child labour will be explored fur-
ther in the following sections.
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4.7	 �The Stories of Child Labourers

4.7.1	 �Intergenerational Child Labour: Discussions 
with Devaki, Sushila and Charu Bala (Late 30s)

“Our parents rolled beedis, and we are doing the same. For people like us, 
this is the way of life. When we were growing up, we were rolling beedis 
to increase our parents’ income, and now we are doing the same to sup-
port our husbands and children. The boys here do not want to roll beedis; 
even we do not want them to toil like us. We want them to study and leave 
the village for a better future. Our girls will follow a similar path like us. 
We were married off when we were 14 or 15 years of age. We bore children 
when we were 15 or 16. We never went to school, but would like our 
daughters to study for some years. However, they will eventually quit 
school as they have to do household chores or beedi rolling. The older 
daughters must be married off too. In our communities, if a daughter has 
not been married by the age of 15 or 16, she is considered to have sur-
passed the marriageable age. Then it is hard to find a groom. Even if we 
find one, they ask for a huge dowry to compensate for the increased age of 
the girl. Hence, we prefer that the girls are married off younger. But a girl’s 
beedi-rolling abilities are in great demand in some families. The higher the 
number of beedis a girl can roll, the lower the amount of dowry her par-
ents need to pay. Learning beedi rolling then becomes an asset for us. So 
we teach our daughters to excel in rolling beedis" (Fig. 4.2).

4.7.2	 �Zoya (13 Years)

“I left school last year because it had no use for me. There was just one 
teacher who taught in the two schools of Belladi and Deondra, which are 
close to us. He could not do much as the school building was crumbling 
and he neither had assistance nor books to teach us. As a result he was 
absent for days and weeks and sometimes months. While I was studying 
there, the school remained closed for 6–7  months. Even the mid-day 
meals which are provided by all the government schools, was missing. My 
father decided that walking for a kilometre to a school where there was 
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no learning or meals, was a waste of time. Since then, I have been rolling 
beedis all day. When I used to study, I made about 300–400 beedis, but 
now with all the time in the hand, I can roll up to 800 a day. At times, I 
help in household chores as I do not have any other younger sisters. I 
have one older sister who is married now and have four brothers. Three 
of my brothers are younger than me, and they go to school as they do not 
have to roll beedis. When they turn 13 or 14 years of age, they would seek 
work in the factories or leave the village like the other boys. Our eldest 
brother has gone to become an apprentice to our uncle who is a tailor in 
Jamshedpur. Once he learns tailoring, he will send us money to ease our 
financial burdens. My mother also rolls beedis when she gets some time 
off from household chores. My father is a rickshaw puller and took a loan 
of Rs. 80000 (about US$ 1125) for my elder sister’s wedding. He must 
repay this amount soon or else the interest rates would keep getting 
higher. So I have to help my father repay this loan. Sometimes I wish that 

Fig. 4.2  Devaki, Sushila and Charu Bala rolling beedis, Jhalda. ©Dakhinamitra
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I could also work in the plastic bag factory, which is close to the village, 
and where all the older boys of our village work. In that way I can earn 
more money to help my family. But my father says that it is unsafe for a 
girl to go far from the village and work in a factory with male workers. 
Therefore from morning to evening I must roll beedis” (Fig. 4.3).

4.7.3	 �Pinky (12 Years)

“I have never been to a school because studying was never an option for 
me. All I know is that I have to roll beedis to support my family. I cannot 
remember when I started, but I think I have always rolled beedis. Few of 
my friends go to school and roll beedis as well. But they can afford to do 
so as their brothers live in big cities, earn good money and send back to 
their parents. I do not have any older brother. I only have 3 more sisters. 
One is older than me and the other two are younger. My father had to sell 
a part of his land to get my older sister married. Marrying at the right age 
(14–15) is hard for girls like us as our parents do not have enough savings 
and may have to sell their possessions/land or take a loan. I do not want 
that to happen. So I must work hard each day to help my parents to save. 
My younger sisters have to miss school as they do all household chores 
like cooking, cleaning and washing. That way, my mother and I can con-
centrate fully on beedi rolling. My father works at the factory, but he 

Fig. 4.3  Zoya and her friends rolling Beedi, Jhalda. ©Dakhinamitra
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suffers from poor health. His income is not steady. Father also deals with 
the beedi contractor. He says that the contractor is constantly tricking us; 
hence I do not know the exact amount of money that I earn. However, it 
does not matter as father knows the best about family finances. Just before 
important festivals, we travel to our relatives or they come to visit us. 
Extended family members help each other to roll a large number of 
beedis. This boosts our income and we are able to celebrate the festivals 
as per our liking. I feel for people like us, this is the only option. Look 
around, most of my other friends are doing the same work. So I do not 
mind it either. In fact I feel happy that I am able to help my parents. But 
I worry about the future of my family once I am married off. My younger 
sisters do not know much about beedi rolling. I hope my father gets a 
proper medical treatment for his illness and goes regularly to work. But 
he says he does not have enough money for medicines. I do not know 
what the future holds for us. It is uncertain.”

The stories of children provide a deep insight into the way they think 
about the notions of gender, caste/class divisions, rights of children and 
education. But before we deconstruct the stories, there is a need to under-
stand the characteristics of the physical spaces occupied by the respon-
dents. This will reveal discourses of distinction wherein the respondents 
differentiate their lives from the rest of the society  and the structural 
barriers.

4.8	 �Living Conditions

Pierre Bourdieu states that human beings occupy a position in social and 
physical space. They are “topos” which means they exist in a site where 
action is taking place. The position they occupy in the social space is 
often synchronised with the physical space, and there are distinctions 
between smart areas and working areas in a geographical location. With 
location, things such as temporary or permanent and extent and size of 
space occupied by a person further determine social positions of human 
beings (Bourdieu 2000 cited in Mitra 2014, p. 146). The child labourers 
and their families as well as these communities belonged to the lowest 
strata of the society and occupied the lowest position in the physical hier-
archy as well.
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Fig. 4.4  Stagnant water, garbage and children washing dishes, Bauri Para, 
Purulia. ©Dakhinamitra

The fieldwork locations were characterised by narrow lanes with open 
drains on both sides. Open areas were treated as garbage dump sites 
which were a breeding ground for insects and diseases. A small rain-fed 
and stagnant waterbody was usually around the locality which was used 
for washing clothes and cleaning utensils (Fig. 4.4). There were no toilets 
or bathrooms inside the houses; therefore open defecation and bathing 
around wells, hand pumps and other waterbodies in the area were com-
mon. In each locality there were one or two public water taps which sup-
plied clean water twice a day, and people queued up to fill their drinking 
water. Electricity supply was minimal with most houses relying on one or 
two bulbs. Having a refrigerator or a television was uncommon in these 
localities. If any family had domestic animals such as cows, goats, pigs 
and chicken, they were allowed to freely roam in the locality, which con-
tributed to the unhygienic conditions (due to animal excreta) and stench 
in the lanes.
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The houses were just enough to accommodate six to seven family 
members sleeping side by side, together. In one corner of the house, there 
would be clay stove next to a small window, serving as the kitchen. The 
small houses were stacked next to one another. The houses were so close 
to each other that the notion of privacy did not exist. In some cases, the 
way to one house was through another house. It was common for three 
to four families to share one courtyard which was a place for socialising, 
discussions and doing small activities like feeding the child or sorting out 
vegetables/food grains or even lighting the clay stove. Neighbours would 
help each other carry out small tasks, and the proximity led to the forma-
tion of a close-knit unit which acted as a social control unit as well. The 
unsaid norm was that all material possessions were shared with immedi-
ate neighbours. For example, if there was one television in the locality, all 
neighbours would get together to watch it. If someone was entertaining 
guests, then things such as utensils, chairs and other household items 
were borrowed from neighbours (Fig. 4.5).

Fig. 4.5  Houses stacked one after the other, Bauri Para, Purulia. ©Dakhinamitra

4  Is There a Culture of Child Labour? The Decision-Making… 



98

The physical surroundings faced structural neglect from government 
departments and policymakers. The city municipal cleaners and garbage 
collectors did not service or clean these neighbourhoods. Community 
members contributed and hired a cleaner two or three times a year to 
clean the garbage and the drains. The murky waterbodies and the open 
garbage dumps which included human waste as well as dirt from filthy 
drains, were an incubator of deadly insects/germs causing malaria, den-
gue and typhoid. But the people residing here have accepted this space 
and have lived there for at least two generations (Fig. 4.6).

Similarly, the school buildings in these areas faced structural neglect 
and lacked infrastructure to support education. In one of the schools, 
there were two classrooms, which were mosquito infested, were dark and 
had a limited supply of electricity. Each classroom had children sitting 
from two grades with one teacher attending to about 15 to 20 children. 

Fig. 4.6  Open drains, livestock and garbage along the lanes, Bauri Para, Purulia. 
©Dakhinamitra
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This school served the mid-day meals, but it did not match the stipulated 
menu that was prescribed by the government scheme. There was one 
toilet, but only the teachers used it, while the children had to go out in 
the open field or back alleys if they needed. These localities also did not 
receive many “outsiders” except for census officials, occasional visits from 
teachers and people looking for cheap labour (Fig. 4.7).

The localities and school buildings in more affluent areas of Purulia 
town and Jhalda city were completely opposite to the above-mentioned 
spaces. They were well serviced by city cleaners and had access to electric-
ity, water and sanitation. The school buildings had quality teachers, learn-
ing resources and good infrastructure to support children.

In terms of diet, these families consumed rice and potatoes on most 
days and could not afford more nutritious food items such as fruits, 
milk, meat and fish. If the parents or children worked as domestic help, 
they would be happy to eat leftovers from their employers. Many 

Fig. 4.7  NCLP classroom in Bauri Para, Purulia. ©Dakhinamitra
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children said they wore second-hand clothes and only had one or two 
fancy set of clothes. In addition to this, I observed that a number of 
children did not wear slippers or shoes which was often a safety hazard 
and led to accidents. They complained about the lack of spare time to 
play as they had to spend most of the time in doing household chores 
or working. The children understood that their localities, habits and 
resources were in stark contrast to those of the more affluent parts of 
the city. These differences were internalised by the children and shaped 
their identity. They often mentioned that their childhood was different 
from the lives of “lucky” children from higher castes and classes of the 
society.

4.9	 �Deconstructing the Stories

A discourse can be defined as…

…a group of statements which provide a language for talking about a topic 
and a way of producing a particular kind of knowledge about a topic. Thus 
the term refers both to the production of knowledge through language and 
representation and the way that knowledge is institutionalised, shaping 
social practices and setting new practices into play. ((du Gay 1996: 43) 
cited in Ainsworth 2001, p. 3)

There are a number of recurring themes that emerge from the talks 
of the older women and the young girls which are part of the larger 
discourses in India. Firstly, there is a clear acceptance of gender-based 
divisions which has roots in the patriarchal social norms. Secondly, 
there is an understanding about the low social and economic status 
which can be traced down to caste and class divisions in the country. 
Thirdly, despite being highly resilient, the children’s sense of agency or 
their ability to make a choice is non-existent. And lastly, the absence of 
the discourse that education is useful and can be beneficial for 
the future.
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4.9.1	 �Gender

In the unorganised rural sector of India, a number of studies have identi-
fied that women are engaged usually as the unpaid family worker or 
casual/wage labourer (Singh et  al. 2017; Srinivasan and Ilango 2012; 
Dasgupta and Sudarshan 2011; FAO, IFAD, and ILO 2010). The labour 
of the girl child is said to be completely invisible (Mishra 2014). As the 
economic power in the household was with the men, a woman’s/girl’s 
entity was always identified in association with the man in the house. 
Even if they earned, the money was collected by the main male member 
in the house which is either the father or the husband or an older brother 
(Desai 1994). Through the conversations of the older women, it was evi-
dent that their identity was in relation to the support they provided to the 
men and children in their family.

Additionally,  India’s gender inequality is reflected in literacy levels. 
Girls have to do household chores if the mother has to work or girls 
schooling can be stopped if there are no economic returns (Sundaram 
and Vanneman 2008). In the discussions with the older women, they 
accept the fact that boys need to study and look towards their future, 
whereas the education of girls is optional as their ultimate goal is mar-
riage. Zoya’s younger  brothers were allowed to go to the same school 
which was deemed unfit for her by her father. Furthermore, Zoya’s broth-
ers did not stay at home to do housework; and she had to help her mother 
instead. However Pinky’s younger sisters had to skip school to do house-
hold work.

The idea of having a son who will ease financial burdens was 
strongly observed across the families. A number of families that I met had 
four or more children. The mother of Abedun said that she had one boy 
and three girls. As a result, her husband decided that they needed another 
child, in the hope for a son who would share the financial burden with 
him; and she conceived again. She felt lucky that she had another son at 
that time; otherwise she would have had to probably conceive again for a 
son. This and a number of other conversations confirmed the research 
(Kosgi et al. 2011; Paul et al. 2017) that majority of the women in these 
families lacked control over their bodies and had little or no say in repro-
ductive decisions.
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4.9.2	 �Caste and Class

All the respondents, including the union members and the government 
officials talked about the low socio-economic status of the workers and 
their communities. Burra explains poverty as “the denial of opportunities 
and choices most basic to human development—to lead a long, healthy, 
creative life to enjoy a decent standard of living, freedom, dignity, self-
esteem and respect of others” (Burra 2001, p. 481). Unregulated wages and 
exploitation by employers kept the incomes low. Combined with low social 
status, poor literacy rates, illnesses and limited access to health, water, sani-
tation and electricity, these families faced multidimensional poverty.5

This was exacerbated by intergenerational child labour which meant 
that most parents started working when they were children. Studies con-
firm that there is a significant relationship between a parent's child labour 
incidence and years of schooling, and those of their children, thus raising 
the probability of intergernational child labour (Emerson and Souza 
2002, p.  20).  Illnesses and untimely death of children or adults were 
common. Yet, money earned was saved for running the household or 
repaying debts or for the dowry during the wedding of a daughter and 
not for treating illnesses. Thus the cycle of poverty continued and chil-
dren as well as their parents accepted the fate that the poor have to suffer.

Every strategy these families took revolved around survival. The phrase 
that “time is money” was frequently brought up in conversations and 
focus-group discussions, and children felt it was their duty to help the 
family economically. Reena, a 13-year-old girl, said that if she does not 
work, she will be a burden for her family of 7 who have very limited 
resources. She had to either do housework or roll beedis and going to 
school was never an option.

This resonates with the idea of culture of poverty, which Oscar Lewis 
(1959) explains is a set of practices typical to the poor that guides their 
daily actions. He asserts that groups of people, who share ideas and fol-
low similar practices to deal with the problems of poverty, have a way of 
life catering typically to the poor. Similarly, two other ethnographic stud-
ies by Paul E. Willis (1977) and William F. Whyte (1943) argue that 

5 http://hdr.undp.org/en/content/measuring-multidimensional-poverty-leaving-no-one-behind.
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children of working classes differentiated themselves from the other 
classes and the school system and would tend to take up working-class 
jobs (cited in Mitra 2014, p. 175). They have to overcome economic, 
cultural and social difficulties in order to break out of their class:

During my fieldwork, the time for Christmas celebrations came up. I was 
working at the NCLP school at that time and decided to treat the students 
with some fruits and cake to make the day. I informed them at the begin-
ning of the class that Santa Claus would pay them a visit by the end of the 
class (I had arranged for a cousin to bring the goodies for the children). The 
children assured me, that Santa Claus does not know about their existence 
and they were not lucky enough to get a visit or presents from him. Field-
notes: 23rd Dec. 2010, Bauri Para School, Purulia

4.9.3	 �Children’s Agency

The girls’ stories demonstrate that they depend on their parents as the 
wages were being paid to the parents. This was true for most of the chil-
dren (except some street children who I met in Kolkata and who were 
very independent). The beedi-rolling girls, the domestic helpers and the 
food stall apprentices worked long hours, but had no control over the 
money they earned. In most cases, they did not choose their work, but 
followed what their siblings and peers were doing. These children viewed 
the lack of control on their choice and earnings, as a norm and duty 
towards the family. Their parents did the same and they were following 
the footsteps. This view is deep-seated  because children consider their 
parents in a position of power which prescribes them the duties of obedi-
ence (Levison 2000). Such thinking is evident in the story of Pinky who 
thinks she does not need to know anything about the payments for her 
labour as her father is the household head.

Powerlessness of the girl child is reflected in the discussions around 
child marriage as well. They had little or no power in making the decision 
about their marriage or giving birth to babies at a young age. A number 
of girls believed that their parents knew the best for them and would 
marry them off to the right person.
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Children felt powerless even when they interacted with their employ-
ers. Some of them knew that they were being exploited, but did not have 
the courage or power to challenge the employers. Shefuna said that the 
contractor was bound to reject 100 to 200 beedis while counting. This 
affected the wage and added a financial pressure on her, especially on the 
days when she would only be able to roll about 600 beedis. Additionally, 
the entire community knew about the exploitation through the shop 
vouchers, but Shefuna said nobody can do anything to change it as even 
the union members are corrupt and involved.

4.9.4	 �Education

Many children expressed their wish to study and do something different. 
But they had no say in the decision of going to school. Majority of the 
parents could not read or write, but they still wanted their children to 
study. However, considering the inefficiency of the school system and the 
costs entailed to support secondary education, many children had to 
drop out. All the conversations reflected that in its current state, schools 
and education were a waste of time and money. There were no immediate 
returns from attending school; hence it was seen as nonprofitable. But 
earning, which was a short-term benefit of working, seemed more practi-
cal for the family. The intention of the National Child Labour Project 
and Right to Education Act (RTE)6 is to support children to continue 
school and transition to higher grades. But the success of the NCLP and 
the RTE Act heavily depends on the school infrastructure and the teach-
ers. Corruption, teacher absenteeism, unavailability of funds and educa-
tional resources and dilapidated school buildings forced parents to reject 
the use of education and embrace the work of children.

Shefuna’s father said that they cannot help their children study as they 
have never attended a school.

We do not have means to pay for tuition and extra coaching to compensate 
for the poor quality of education. It is the task of the teachers and the gov-

6 Right to Education Act states that all children between the age of 6 and 14 years have the right to 
free and compulsory education in India.
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ernment. But they are apathetic to our children’s educational progress. If 
our children become educated, they would compete with the children of 
the teachers and that is dangerous. Then who would clean their homes, 
plough their fields and do all the menial tasks of the society? Our children 
are hence destined to work and not study. Field-notes: 18th Jan. 2011, 
Beedi rollers’ village, Jhalda

4.10	 �Discussion

The stories and discourses above are an instrumental part of the children’s 
socialisation. They construct and rationalise the social reality of working 
for the children. The child participants in this study belonged to the low-
est section of the society which was considered different at multiple levels 
from the other sections. A distinction is observed in their physical spaces, 
living conditions and socio-economic status. The lack of basic amenities 
and school infrastructure management for these communities reflect 
structural neglect, which is also different from the other parts of the city. 
Most of the children in the study cohort had internalised this distinction. 
The discourses of distinction therefore influence the decision of working 
for these children and can be seen to produce a culture of child labour.

The societal discourses of caste hierarchies, cultural practices, tradi-
tional norms, gender biases and efficacy of schooling further impede chil-
dren’s right to exercise their choice or influence decisions. None of the 
children interviewed had heard of the United Nations Convention on the 
Rights of the Child. They were also not aware of legislations passed by the 
Indian government, such as the Child Labour Ban (2008) or Prohibition 
of Child Marriage Act (2006), which could protect them from exploita-
tion. As a result they exhibited a sense of powerlessness and vulnerability.

Work then was a moral duty and provided the children an opportunity 
to support their families. They felt pride in their ability to work and dem-
onstrated high levels of resilience to hardships such as deaths, illnesses 
and family separation by means of marriage or migration at a young age. 
They were actively involved in the daily conversations of survival which 
happened among their peers and family members. I would argue that 
such discourses further contribute to the culture of child labour.
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To conclude, this chapter provides a unique insight into the lived expe-
riences of child labourers and the perspectives of their family members 
and the society. It demonstrates that child labour is not just an economic 
response to hardships. It is also about the social and cognitive level where 
discourses shape the decision of sending a child to work. In this way, the 
culture of child labour is generated, perpetuated and transferred from 
one generation to another. As a result, children and their families con-
tinue to remain at the lowest levels of the social, cultural and economic 
hierarchies in India.

4.11	 �Recommendations

A number of strategies are being developed around the world to eliminate 
child labour. It is being increasingly recognised that a multidimensional 
approach is needed to combat the issue of child labour. Education is seen 
as the means to levelling the playing field (UNICEF 2016a). By intro-
ducing practical educational initiatives which include basic literacy and 
numeracy courses combined with vocational trainings, the efficacy of 
education can be increased. Cash transfer programmes are becoming 
popular around the developing countries as well. For instance, there is 
emerging evidence that the concept of school stipend for girls which has 
been introduced in West Bengal (the Kanyashree Prakalpa conditional 
cash transfer programme) is serving as a deterrent to child marriage and 
enabling girls to complete their education (Nandy and Nandi 2019; Sen 
and  Dutta 2018). Corruption-free implementation of regulations and 
policies and equal access to good quality school infrastructure are needed. 
Additionally, behaviour change mass media campaigns to break caste bar-
riers that lend to the broad acceptance of child labour must be promoted. 
Finally, policies and legislations must act as a deterrent for employers who 
exploit vulnerable children and families. Without such a multi-pronged 
approach, the culture of child labour will continue to prevail and be an 
omnipresent intergenerational reality.
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5
Income Shocks and Child Labor: 

Evidence for the Rural Dominican 
Republic

Eva Rodríguez Cuevas and Lorena Vieira Costa

5.1	 �Introduction

Child labor is a social problem of great relevance in the world. According 
to the International Labour Organization (ILO) and the International 
Programme on the Elimination of Child Labour (IPEC), 168  million 
children work around the world (ILO-IPEC 2013). Among them, more 
than half perform hazardous work. Asia and the Pacific have the highest 
incidence of child labor (almost 79 million or 9.2% of the child popula-
tion). In Latin America and the Caribbean, there are 13 million children 
(8.8%) in this situation (ILO-IPEC 2013).

Although traditionally child labor is considered a consequence of pov-
erty (Canagarajah and Coulombe 1999; Brown et al. 2001), recent litera-
ture on the subject has pointed to multiple determinants of poverty. 
Among these, transitional aspects such as negative income shocks experi-
enced, particularly among the most vulnerable families, may guide the 
family’s choice for child labor. Thus, faced with an eventuality that 
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increases the vulnerability of the family and the absence of complete mar-
kets to assure these families in the presence of such shocks, the choice for 
child labor could be a response.

The study of the relationship between negative income shocks and 
schooling and child labor, as well as how asset ownership or access to 
credit helps mitigate the effects of these shocks, is one of the most dis-
cussed issues in the current economic literature on this subject.

Several authors (Bandara et al. 2015; Smith et al. 2002) have empha-
sized the importance of negative shocks on the probability of child enter-
ing the labor force and the reduction of schooling, in addition to the 
positive effect of assets for child labor. Funkhouser (1999) found that 
school attendance declined in Costa Rica when families suffered a nega-
tive shock in their income in the early 1980s. Similarly, Duryea (1998) 
analyzes the impact of negative income shocks on schooling in Brazil, 
finding that they increase the likelihood of the child entering the work 
force and dropping out of school. Fallon and Lucas (2002) and 
Frankenberg and Smith (2003) address the impact of economic shocks 
on household welfare in Mexico, Indonesia and East Asia. Their results 
indicate that families that suffer from income shocks show an intensifica-
tion of school dropout rates.

In general, there appears to exist evidences that income shocks are sig-
nificant in explaining households’ behavior in the labor market and in 
the allocation of children’s time, since infants can be used as insurance 
against unanticipated shocks in income (Cain 1982). In this context, the 
hypothesis that the possession of economic assets (which can be used as 
insurance or loan guarantees) could constitute an important way of miti-
gating the effects of these shocks arises. Jacoby and Skoufias (1997) report 
that in India children living in households with a reduced number of 
durable goods are more likely to fail at school. On the other hand, Beegle 
et al. (2006) point out that transient income shocks lead to an increase in 
child labor and that the presence of domestic assets or properties attenu-
ated the effects of these shocks in Tanzania for 1995. Brown et al. (2001) 
identify a link between child labor and the possession of economic assets 
in households in Latin America.

The lack of coordination in the labor and credit markets can explain 
the emergence of child labor, as it can arise due to parents’ inability to 
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face the family crisis, sacrificing investment in children’s human capital 
(Dessy and Pallage 2001; Dumas 2013). Baland and Robinson (2000) 
and Dehejia and Gatti (2005) conclude that children are used to com-
pensate for negative shocks at home in the absence of household goods 
that serve as collateral in the credit market. According to Bandara et al. 
(2015), access to credit has attenuated the impacts of income shocks on 
child hunger in Tanzania, in 2011.

Child labor has a high social cost, in addition to reducing future levels 
of growth and economic development of the country. This is especially 
important in rural areas of developing countries, where households are 
more prone to negative shocks and have fewer tools available to mitigate 
them (Kruger et al. 2007). According to Kassouf (2007), the factors that 
explain child labor in the rural area are related to the low educational 
infrastructure in these areas, as well as the greater ease of the child being 
absorbed in rural informal activities that usually require low 
qualification.

The Dominican Republic provides an interesting scenario for the eval-
uation of this issue for a number of reasons. It is a middle-income coun-
try, in the process of development, and dependent on services and 
remittances. The gross domestic product (GDP) has grown in the last 
decade at an annual rate of 5.60% and with a GDP per capita of US$6300, 
on average. Also, the Human Development Index (HDI) in 2015 was 
0.722, placing the country in a high category of human development. 
However, poverty is an urgent problem: 30.50% of the population lives 
below the monetary poverty line and 6.50% in extreme poverty. Similarly, 
inequalities in Dominican society are a challenge, since 10% of the rich-
est population receives about 46.80% of the country’s income, being the 
Gini coefficient of 0.468 for 2016. On the other hand, social spending is 
equivalent to 15.90% of GDP, of which only 4% is invested in educa-
tion. In this way, the low investment in human capital (health, education 
or recreation and sports) keeps people in a trap that restricts the full 
development of their abilities, having a high social cost, in addition to 
reducing future levels of economic growth and development of the coun-
try (Orraca 2014).

In the rural Dominican Republic, child labor persists. About 15.99% 
of the population between 5 and 17 years of age worked in 2010. From 
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these children and adolescents, 74.70% are male and 25.30% female 
(ONE 2010). Although this is an important issue for the Dominican 
Republic, few studies have provided empirical evidence on this topic. In 
a descriptive analysis, Guzmán and Cruz (2009) conclude that individual 
and family characteristics have a strong influence on the school atten-
dance of Dominican children in 2008. On the other hand, Lozano 
(2012) and Soto and Taveras (2015) attest the existence of a trade-off 
between school and child labor at the secondary and elementary levels. 
ILO-IPEC (2002) and ILO-BID (2008) make a descriptive diagnosis of 
Dominican child labor, emphasizing the problem of sexual and commer-
cial exploitation. Likewise, UCW (2014) examines the economic and 
social determinants of child labor, concluding that age, gender, orphan-
hood and household structure are important variables.

So far, there is no research that considers the interrelationship between 
school attendance and child labor in the Dominican Republic or even 
research that sees the importance of income shocks (frequent in develop-
ing countries) on the allocation of time for these children. In addition, 
this study is particularly important for rural areas where families usually 
face restrictions on important markets and child labor is frequent (though 
underreported). Thus, this work aims to contribute to the literature that 
investigates contexts in which income shocks and market failures can lead 
to the employment of children, as well as to provide the Dominican 
Republic with subsidies for understanding the behavior of families in 
situations of vulnerability and then promote ways to ensure the human 
capital accumulation of their children.

Specifically, this study seeks to characterize child labor in rural areas of 
Dominican Republic in 2010, to analyze the impacts of negative income 
shocks (loss of harvest) on the participation of children in the labor mar-
ket and in school and to evaluate the effect of the presence of economic 
assets in front of a shock on the intra-family decision of children’s time 
allocation between study and work.

After this introduction, the econometric model and the data sources of 
the work will be presented. In the third section, the characterization and 
the first results of the econometric model will be presented. The final 
exposures of the study will be presented in Sect. 5.5.
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5.2	 �Market Imperfections and Child Labor

This subsection presents an economic model that considers the relation 
between the assets, the credit restrictions of the families and the choice 
between work and school for children. This model is based on the exis-
tence of market imperfections. Among the most widely used models to 
study the relationship between market imperfections and children’s time 
allocation, we find Ranjan (1999) with adaptations made by Jafarey and 
Lahiri (2002).

The model presented here is that developed by Kruger et al. (2007) 
and Bandara et  al. (2015), which is based on the work of Jafarey and 
Lahiri (2002). In it, the family decision is modeled between work and 
study of the child considering the level of income and assets of the par-
ents: parents’ behavior regarding intra-family decision-making, access to 
credit and the possibility of imperfections and market coordination fail-
ures. In this model, it is considered an economy in which parents make 
all the relevant decisions, including the ones about the schooling of the 
children and their participation in the job market. It is assumed, for sim-
plicity, that a father and a son form the family. In this context, the utility 
of consumption and development of the human capital of the child is:

	
U c h

c
h,( ) = +

σ

σ
α

	
(5.1)

Where c is the household consumption and h is the human capital of 
the child. σ is the elasticity of substitution, and α is a constant parameter 
with 0 < σ > 1 and α > 0. The model develops three situations: (a) families 
without assets, (b) families with assets and (c) families with assets and 
access to credit.

Model of families without assets. In this, the father fully participates in 
the job market as a resultant revenue f (lp, θt −1):

	
f l w lp t p p t p,θ λθ τφ− −( ) = + +1 1 	

(5.2)
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Where wp and lp are the wage and labor of the parents. θt − 1 is a random 
transient shock at t−1, and ϕp are characteristics of families, such as par-
ent education and so on. λ and τ are constant parameters. It is assumed 
that the child divides his time between working (with salary wc) and 
school. The human capital of children is h = βeσc, where ß is the techno-
logical component. The ec is the time of the child to the school (invest-
ment in human capital), according to ec +  lc =  tc, where lc is the time 
allocated to work and tc is the total amount of time of the child. Initially, 
it is assumed that families do not have assets or free access to credit. The 
problem of families is given by:

	

max
,c e

c

c
e

σ
σ

σ
αβ+







 	

(5.3)

Subject to budget constraint:

	
c w e w lc c p p t p= −( ) + + +−1 1λθ τφ

	
(5.4)

Defining λ as a multiplier of income restriction, the first-order condi-
tions for c and e are:

	 cσ λ− =1
	 (5.5)

	
αβσ λσe wc

− =1

	
(5.6)

The second-order condition of Eq. (5.5) characterizes the decision of 
families to send the child to school or work. If αβσeσ−1 > cσ−1wc, the mar-
ginal value of a unit of time invested in the child’s human capital is 
greater, then the family will send the child to school. On the other hand, 
if αβσeσ−1 < cσ−1wc, the father will send the child to work. If eσ−1 = cσ−1wc, 
the family will be indifferent between the two options.

It is assumed that the relation between the wages of the father and the 
child is constant, so the first-order solution to the maximization problem 
is given by:
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l X p ec p t c= + + + + +−δ ϕ λθ τφ η ε1 	

(5.7)

Where Xp is the parent’s income per job and ε is the error term. δ are 
the fixed effects of the family. According to Eq. (5.7), child labor could 
be affected by the parent’s income and the children’s time destined for the 
development of their human capital. Bandara et  al. (2015) note that 
parental income could be affected by income shocks, so in the absence of 
economic assets, child labor will be the only insurance against shocks in 
an imperfect credit market environment. It is expected that the higher 
the father’s income, the greater the investment in human capital and the 
shorter hours of child labor. Income shocks, on the other hand, would 
increase child labor. So we expected that φ, η < 0 when λ > 0.

Model for families with assets. It is now assumed that families have eco-
nomic assets. The holding of assets could exhibit effects of substituting 
wealth and child labor, depending on the asset’s ability to generate 
income. For families with assets, the budget constraint is:

	
c w e w l r a ac c p p t p t= −( ) + + + + −( ) −− −1 11 1λθ τφ

	
(5.8)

Where r is the interest rate and α are the family assets at time t. 
Regardless of whether the assets are monetary or not, they are sold or 
used to meet consumer needs in the event of a collision. Assets in the cur-
rent period are considered as a function of the assets of the previous 
period if the growth rate is constant. Thus, the first-order condition of 
families is given by:

	
l X e a uc p t p c= + + + + + +−ρ ϕ λθ τφ η µ1 	

(5.9)

Where ρ is the fixed effects term, μ is a constant parameter and u is the 
error term. A higher level of assets is expected to reduce child labor (μ < 0) 
since parents could use the assets to minimize the effects of shocks on 
household consumption.

Families with assets and access to credit. Here Bandara et al. (2015) relax 
the presumption of nonaccess to credit, to investigate whether this access 
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is capable of reducing child labor. With this relaxation, the budget con-
straint of the home is:

	
c w e w l r a a b r bc c p p t p t t= −( ) + + + + −( ) − + − −( )− − −1 1 11 1 1λθ τφ

	
(5.10)

Where b is the loan at an interest rate r. It should be noted that the 
model allows households with access to credit to maintain their assets. 
The solution of the family problem is given by:

	
l X e a bc p t p c= + + + + + + +−φ ϕ λθ τφ η µ ϑ ω1 	

(5.11)

Where ϕ is the fixed effects term, ϑ is a constant parameter and ω is 
the error term. Models such as Bandara et al. (2015) allow us to study the 
relation between economic assets, child labor and the credit market. 
There is empirical and theoretical evidence that emphasizes the role of 
household assets in child labor decision-making, noting that they provide 
households with the means to manage uncertainty and, consequently, 
children’s work is not necessary for such purposes. In addition, house-
holds with assets have more access to capital markets or can finance the 
formation of the child’s human capital without a formal loan (Brown 
et al. 2001).

5.3	 �Empirical Strategy

We try to model two family decisions: school attendance and child labor. 
As both decisions are taken simultaneously within the family, the empiri-
cal strategy adopted is based on the bivariate probit method, which con-
siders the simultaneities between decisions.1 For modeling, it is assumed 
that family decisions are made through a comparison of utilities: the 
child attends school if this is the option that provides the family with 
more utility, as well as compares utilities to decide on child labor. In this 

1 This econometric model was also used in the works of Cerdas (2003); Sapelli and Torche (2004); 
Cacciamali, Tatei and Batista (2010); and Mesquita (2011) with similar purposes.
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case, the latent variable Y1
∗  refers to the utility gain from the child’s work 

and Y2
∗  to the utility of the option related to attendance at school. These 

two decisions can be expressed as:

	

Y X

Y X

Y Y Y

Y
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i i

i i i

i i

1

1

1 1 1
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1 1
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= +

= > =

β ε

β ε

se otherwise;

ii i iY Y= > =∗1 0 02 2se otherwise; 	

(5.12)

Where Xi represents a vector of explanatory variables referring to the 
characteristics of children, family and environment, which affect the two 
decisions (work and study). The simultaneous choice of these alternatives 
implies four different and mutually exclusive results: the child only stud-
ies (Y1i = 1 and Y2i = 0), studies and works (Y1i = 1 and Y2i = 1), only 
works (Y1i = 0 and Y2i = 1) or neither (Y1i = 0 and Y2i = 0). It is assumed 
that the random errors have mean 0, homoscedastic variance and joint 
distribution (ε1, ε2) ∼ DNB(0, 0, 1, 1, ρ) and Cov(ε1, ε2) = ρ (following a 
standard normal distribution, with correlation among them represented 
by ρ), indicating the possibility that unobserved factors affecting one 
decision also affect the other. In addition to the coefficients of interest, 
the bivariate probit provides an estimate of the predicted probability of 
the four combinations described (Cameron and Trivedi 2005).

In this work, income losses were defined as the loss of crops of rural 
families and, as assets, the presence of goods worth more than US$520. 
Duryea, Lam and Levison (2007) represent the negative income shocks 
as the loss of the householder’s job in urban area; Beegle et al. (2006) also 
use crop loss in rural areas; and Bandara et al. (2015) consider the pres-
ence of pests in crops and the death of a family member.

To define the presence of assets in the household, Bandara et al. (2015) 
and Dumas (2013) consider the value of land; Beegle et al. (2006) sug-
gest a range of the value of the economic assets of the family, such as 
radio, bicycles, fans and so on. To examine the role of shocks and the 
presence of economic assets among rural families, each equation (study 
or work) was specified as follows:
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Y Xji i i i i i= + + + ∗( ) + +β β β β β ε0 1 2 3 4Shock assets shock assets
	
(5.13)

Where Yji assumes a value of 1 if the child studied or worked in 2010; 
shock is a dummy that indicates the occurrence of crop loss in the rural 
domicile; assets is also a dummy that represents the presence of household 
goods (goods worth over $520) in rural households; shock∗assets is an 
interaction between shock and assets that provides the role of assets in the 
presence of a negative shock in the family; Xi are variables of control 
including individual, family and environmental characteristics; and εi is 
the error term.

The empirical strategy adopted in this chapter is based on the hypoth-
esis that the shocks suffered by the families are exogenous. Crop loss can 
be considered as an exogenous factor, since it relates to the phenomena of 
nature, independently of community, family and individual factors. 
However, to explain the decision between study and employment of chil-
dren, control of unobserved heterogeneity should be important. This is 
because there may be unobserved personal and family characteristics 
responsible for affecting the decision between study and child labor. If 
this is the case, and if these unobservable characteristics are related to the 
explanatory variables included, our specification would suffer from bias 
of omitted variable. Panel data could provide means of controlling this 
problem. However, there is no panel data available for the Dominican 
Republic.

Thus, it is believed that the results achieved with the empirical strategy 
of this work, if not causal, approximate the maximum of such relations. 
In addition, to consider the fact that households located in certain areas 
may have correlated behaviors, the estimates include dummies by macro-
regions and clusters by regions in the regressions. Therefore, the exoge-
nous characteristics of families related to their location are expected to be 
captured.
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5.3.1	 �Database

The microdata of the Encuesta Nacional de Hogares de Propósitos Multiples 
(ENHOGAR) 2010, prepared by the National Statistics Office of the 
Dominican Republic, are used for the 31 states of the country. The year’s 
choice is because there has been an additional research with aspects 
regarding women’s health, education and child labor. The sample is com-
posed of 3326 children between 5 and 17 years of age who live in the 
Dominican rural area, offering a considerable range of socioeconomic 
information about households and children.

5.4	 �Results

5.4.1	 �Child Labor in the Rural Dominican Republic

In the Dominican Republic, 21.96% of adults believe that it is reasonable 
for children to work as long as it does not interfere with their schooling 
and does not cause physical and mental harm. In addition, 61.22% of 
them confirmed that they had worked as children or helped their parents. 
This makes it possible to perceive the normalization of child labor and 
that most Dominicans do not see child labor as a social problem.

Among the children interviewed in the rural area, 24.96% confirmed 
that they were responsible for some kind of domestic work at home. In 
addition, 15.99% of them had performed some type of work in the last 
7 days of the research reference. It is important to note that the percent-
age of children who study and work is 18% and children who neither 
study nor work add up to 4.50%. On the other hand, 2% of children 
only work.

The children’s responsible said that the main reasons for allowing them 
to work are to complement the family income (22.85%), to take advan-
tage of their time (7.62%), to acquire skills (6.95%), to help in the family 
business (7.95%) and to fulfil their desire to work and earn their own 
money (13.25%).
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Working is more common among male children (75.98%). However, 
it is important to remember that house tasks (housework), where girls 
usually have more presence, are not considered in the estimates. In Latin 
America, as well as in the world, girls and women work in less visible 
forms of work and therefore subject to underreporting, such as work at 
home or other people’s houses.

In the Dominican Republic, attendance at school and at work is closely 
related to the level of household income. Children in poorer families are 
more likely to work (52.10% of those who work belong to the poorer 
class). However, the fact that 1.65% of working children belong to fami-
lies in the richest class points out the existence of other factors that influ-
ence this phenomenon.

As the data show, children’s working hours in rural areas are on average 
13  hours a week. Among the interviewed children, 81.59% answered 
that they work during the day, 3.59% in the evening and 7.96% in both. 
The main working conditions are unpaid family worker (34.32%), 
employee (17.32%), self-employed worker (13.88%), domestic worker 
with compensation (6.24%), boss (3.43%) and domestic workers with-
out remuneration (1.72%).

When asked about payment in cash, only 53.35% confirmed receipt. 
From those who answered affirmatively, this payment was made daily 
(20.79%), weekly (40.17%), every 15  days (10.67%) and monthly 
(6.46%). It should be emphasized that the average remuneration is 
US$12.50 per week, with the payment always higher for male children. 
Regarding the destination of the money received by the children, 18.88% 
of them said they keep the total earned in the work, 25.59% said they 
shared with their parents and 7.64% passed on all the money to their 
parents.

Finally, from the working children, 35.50% and 11.95% answered 
that they work with the purpose of helping the parents and generating or 
supplementing the income of the family, respectively. Similarly, 0.18% 
said they work to help pay a family debt. This may be an indication that 
a negative income shock in Dominican households may lead to a change 
in the allocation of children’s time.
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5.4.2	 �Income Shocks, Assets and Their Impacts 
on Work and Early Childhood Education

The following are the results estimated by bivariate probit using Bootstrap 
and considering clusters2 per microregion for estimates of standard errors. 
The first specification, without controls, aims to show the effects associ-
ated with the three variables of interest (Assets, Shock e Assets∗Shock). The 
inclusion of controls, later, allows identifying the mechanisms by which 
the effects of these three variables are manifested.

The presence of household assets is statistically significant, related both 
to the probability of work (reducing it) and of study (raising it). Likewise, 
Bandara et al. (2015) point out that in Tanzania the presence of assets is 
associated with lower child labor and an increase in schooling, also show-
ing that families with economic assets will have easier access to the finan-
cial market, in the face of some adversity at home.

The occurrence of a negative income shock in the family is only statis-
tically related to the probability of child labor. Shocks, on the other hand, 
are not significantly associated with the decision for children to study. 
This is in line with the finding by Duryea, Lam and Levison (2007) for 
Brazil, who find that negative shocks significantly impact the probability 
of the child entering the labor market. On the other hand, the absence of 
a significant effect of shocks on the probability of child placement in 
school may be an indication that the child’s time does not seem to com-
pete with his or her time in school, as Ravallion and Wodon (2000) sug-
gest. The shock may be allocating the child to the job market, but not by 
taking time off from school. Moreover, the interaction between the 
occurrence of a shock and the presence of assets in the households (vari-
able assets∗shock) was not significant neither for study nor for work of 
the child.

Thus, assets are indeed important in this decision-making process, 
raising the likelihood of children’s study and reducing their work. Shocks 

2 Cluster analysis aims to group sample elements according to some measure of similarity (social, 
geographical, economic and so on). Such grouping is performed so that the variability within the 
groups is the smallest possible, while the variability between the groups is maximized.
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raise the likelihood of child labor, but the assets do not seem to contrib-
ute to softening the negative effect.

The value of the coefficient ρ (rho), which measures the correlation 
between the error terms of the two equations, was −0.174 for this speci-
fication, significant at the 5% level (p-value equal to 0.048), indicating 
that there is interdependence between the children’s decisions to work 
and study. Since this coefficient is negative, the unobserved factors not 
included in the model contribute to increase the probability of work and 
reduce the probability of study and vice versa.

In order to verify the consistency of the estimates, as well as to investi-
gate the mechanisms by which the effects indicated in Table 5.1 are mani-
fested, Table  5.2 shows additional specifications, including important 
controls.

Regarding the main variables of interest, it is verified that the fact that 
the rural household has assets continues to statistically increase the prob-
ability of school attendance of children and adolescents. Assets, however, 
do not appear to be significantly related to child labor, when other vari-
ables are controlled. Thus, the beneficial effect of assets on the reduction 
of child labor may actually be due to other factors, such as characteristics 
of families and children.

Table 5.1  Impact of the variables of interest on the decision of child labor and 
school attendance (Dominican Republic)

Variables

Study Work

Coeff. Std. Err. Sign. Coeff. Std. Err. Sign.

Assets 0.450 0.083 ∗∗∗ −0.136 0.068 ∗
Shock 0.000 0.103 ns 0.302 0.087 ∗∗∗
Assets∗Shock −0.092 0.146 ns 0.111 0.112 ns
Constant 1.282 0.058 ∗∗∗ −1.057 0.053 ∗∗∗
Obs. 3326
Athrho −0.176 0.049
Rho −0.174 0.048
Wald chi2 12.859
Prob>chi2 0.000

Source: Research results
Notes: Robust standard deviations to heteroskedasticity. Single (∗), double (∗∗) 

and triple (∗∗∗) asterisks denote significance at 1%, 5% and 10%, respectively; 
ns indicates nonsignificance
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The occurrence of a negative income shock continues to increase the 
probability of the child entering the labor market, which is not signifi-
cant for the study. Thus, even when controlling for important location 
variables and characteristics of children, adolescents and their families, 
shocks seem to be the important means of increasing the probability of 
child labor. There is, according to these results, some evidence that shocks 
cause children to combine both tasks (study and work), increasing 

Table 5.2  Impact of the variables on the incidence of child labor and school atten-
dance (Dominican Republic)

Variables

Study Work

Coeff.
Std. 
Err. Sign. Coeff.

Std. 
Err. Sign.

Assets 0.335 0.077 ∗∗∗ −0.055 0.094 ns
Shock 0.033 0.173 ns 0.211 0.101 ∗
Assets∗Shock −0.111 0.192 ns 0.132 0.124 ns
Age −0.072 0.014 ∗∗∗ 0.105 0.009 ∗∗∗
Child’s gender 0.000 0.064 ns 0.736 0.072 ∗∗∗
Householder’s gender 0.032 0.093 ns 0.023 0.093 ns
Marital status −0.035 0.163 ns −0.082 0.098 ns
Mother’s schooling 0.036 0.009 ∗∗∗ −0.028 0.013 ∗
House size 0.042 0.056 ns 0.038 0.020 ∗
Members from 0 to 4 years of 

age
−0.292 0.085 ∗∗ −0.020 0.055 ns

Transfer 0.224 0.067 ∗∗ −0.079 0.055 ns
Water 0.122 0.052 ∗ −0.115 0.124 ns
Sewer 0.030 0.097 ns −0.227 0.112 ∗
The mother emigrated 0.068 0.157 ns 0.104 0.103 ns
Parents emigrated −0.344 0.166 ∗ −0.064 0.166 ns
North 0.065 0.114 ns 0.386 0.045 ∗∗∗
East −0.093 0.168 ns 0.404 0.073 ∗∗∗
South 0.145 0.183 ns 0.532 0.235 ∗
Constant 1.678 0.365 ∗∗∗ −3.002 0.204 ∗∗∗
No. of obs. 3326
Athrho −0.079 0.054
Rho −0.078 0.054
Wald chi2 1.988
Prob>chi2 0.016

Source: Research results
Notes: Robust standard deviations to heteroskedasticity. Single (∗), double (∗∗) 

and triple (∗∗∗) asterisks denote significance at 1%, 5% and 10%, respectively; 
ns indicates nonsignificance
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workload without reducing school attendance. Again, the interaction 
between the occurrence of a shock and the presence of assets among the 
households (variable Assets∗Shock) was not significant for the probability 
of study nor child labor. Thus, there are indications that the assets are not 
able to reduce the effects of shocks in the rural area.

Regarding the control variables, it is noted that the child’s age increases 
the probability of work (and reduces the probability of forming human 
capital). That is, as the child’s age progresses, the likelihood of attending 
the job market and dropping out of school increases. One of the reasons 
behind this result is the fact that education in the Dominican Republic is 
compulsory only in elementary and secondary school (ages 4 to 14 years). 
Sapelli and Torche (2004) show that, for Ecuador, the probability of 
working for boys and girls is higher as age increases. They assume that, at 
an older age, the family’s opportunity cost to keep the child in school 
increases, emphasizing that it has a greater “substitutive” implication 
between the two decisions (study and work).

Likewise, the fact that the child is male enhances his chances of attend-
ing the job market. However, it is noted that gender was not significant 
to explain the study decision; this can be explained, in part, by the com-
pulsory education in the Dominican Republic. The child’s gender was 
also not significant in the decision to study in different African countries, 
Peru and Ecuador (Sapelli and Torche 2004). On the other hand, in 
Costa Rica, Cerdas (2003) finds that the fact that the child is male 
increases the chances of attending the labor market in rural areas.

In relation to the mother’s schooling, this reduces the probability of 
the child’s allocation at work while raising attendance at school. The fact 
that the mother’s schooling is associated with this beneficial effect on the 
children may be related both to the higher level of income of the mother, 
which weakens the child’s need for supplementation of the income, and 
to the awareness about the care with the children that results from the 
mother’s knowledge and education (Emerson and Souza 2002).

The results also show that the fact that the family benefits from a trans-
fer program3 raises the chances of the children being allocated to school, 

3 The transfer programs analyzed are aimed to encourage education, food and health in children 
and in beneficiary families.
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although it does not alter the opportunity to work. This is because the 
transfer programs analyzed have no direct actions to reduce the work of 
the child, but rather to increase school attendance. Cardoso and Souza 
(2004) show that, for Brazil, income transfer programs do not have sig-
nificant effects on the incidence of child labor, but rather on education, 
since there is a change in the time allocated in the activities (school and 
work), considering that the benefits paid by the programs are insufficient 
to encourage the abandonment of the labor market.

It turns out that each new member in the family raises the child’s likeli-
hood to combine work and study. This result corroborates the finding of 
Araújo (2010) and Emerson and Souza (2002) for Brazil, who point out 
that in larger families, boys and girls are more likely to enter the labor 
market. Another interesting result is that the greater the number of sib-
lings younger than 4 years of age in the child’s home, the lower the prob-
ability of studying the child and not significantly altering their work. 
Sapelli and Torche (2004) point out that, for Ecuador, in the case of the 
siblings, the main behavior is likely to be that in which the child stays at 
home to take care of his younger siblings.

As for the water and sewage service at home, access to these items raises 
the probability of school attendance (decreasing the chance of work). 
Improvements in sanitation and better infection control may also be 
more beneficial for girls than for boys, because girls are more susceptible 
to infectious diseases, as well as working more on water and housework 
(Drevenstedt and Eileen 2008).

Migration of parents reduces school attendance, but not the work of 
boys and girls. Nurwita and Rinaldi (2009), in a study for Indonesia, 
point out that the effects of migration are also felt among children, 
increasing labor and decreasing human capital. Likewise, Mesquita 
(2011) shows that the children of migrants study less in Brazil.

The fact that the household is located in the South region increases the 
probability of attending school (this region is the most beneficiary of 
transfer programs, whose basic condition is to send the child to school). 
On the other hand, living in the eastern and northern regions of the 
Dominican Republic increases children’s chances of working, when com-
pared to children living in other regions. This result is expected, since 
most Dominican children do jobs related to agriculture, manufacturing 
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and services (tourism, hotels, restaurant and so on), activities that are 
more developed in these regions (East and North).

Finally, the coefficient ρ (rho), which measures the correlation between 
the error terms of the two equations, was −0.078, significant at the 5% 
level (p-value equal to 0.054), indicating that there is interdependence 
between work and study of children. Again, the fact that this coefficient 
is negative indicates that the unobserved factors not included in the 
model contribute to the increase in the probability of work and reduction 
in the probability of study and vice versa.

In order to observe if shocks and assets act differently between boys 
and girls, these estimates were made separately for each of these cases.4 In 
these regressions, it is noted that the presence of household goods contin-
ues to increase the chance of schooling for both boys and girls. The inci-
dence of negative income shocks, in turn, raises the likelihood of sending 
boys to work, but not girls. Although treatment between boys and girls is 
expected to be different, girls were expected to be more disadvantaged 
when the family faced extreme circumstances, as suggested by Duflo 
(2012). With respect to the interaction of assets with shocks, this is still 
not significant in any case.

Two models were also considered in regard to two age groups (5 to 
10 years and 11 to 17 years5), which had results very similar to those 
presented in Tables 5.2 and 5.3. Assets increase the probability of study-
ing for the two age groups analyzed, but does not change the decision 
about work. In addition, negative shocks decrease the probability of study 
for those aged 11 to 17 years. The interaction between assets and shocks 
(variable Assets∗Shock) was significant at the 1% level only for the range 
of 5 to 10 years, reducing its likelihood of studying. Its negative sign and 
lower magnitude than the asset coefficient indicate that shocks weaken 
the effect of assets on the probability of studying.

In Table 5.3, the impacts of the marginal changes in the explanatory 
variables on the four probabilities of interest are the following: neither 
study nor work, only work, work and study and only study. The marginal 
effects correspond to changes in the estimated probability given a 

4 See table in the annex.
5 See table in the annex.
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variation of one percentage point in the explanatory variable.6 In the case 
of dummy explanatory variables, the marginal effects correspond to a 
discrete variation from 0 to 1.

Table 5.3 shows that the presence of assets in the household decreases 
by 2.9 and 0.56 percentage points (p.p.) the chances of the child neither 
studying nor working and only working, respectively. On the other hand, 
they increase 3.99 p.p. the chances that children will only study. Similarly, 
negative income shocks increase by 3.91 p.p. the probability of working 
and studying. The interaction between assets and shock was not signifi-
cant. The results show that Dominican boys and girls tend to combine 
work and study in the face of a negative shock in the presence of assets 
and decrease the human capital formation of children.

Among the most interesting variables, it is worth noting that the fact 
that the householder is female reduces by 13.46 p.p. the chance of the 
child only to study and increases by 13.47 p.p. the probability of the 
child to study and to work. The mother’s years of study decrease the 
child’s likelihood of working (0.09 percentage points), working and 
studying (0.46 percentage points) and neither studying nor working 
(0.29 percentage points). At the same time, the mother’s schooling 
increases by 0.84 p.p. the chances of just studying.

The number of members aged from 0 to 4 years in the family increases 
the likelihood of neither studying nor working (2.63 p.p.) and increases 
the chances of only working by 0.41 p.p. The fact that the family belongs 
to some transfer program reduces by 1.91 p.p. the probability of neither 
studying nor working and 0.42 p.p. of only working and increases by 
3.44 p.p. the probability of studying.

Finally, residing in the North increases by 7.15 p.p. the probability to 
study and work and reduces by 6.47 p.p. the likelihood of only working. 
Similarly, living in the eastern region increases by 7.26 p.p. the probabil-
ity of working and studying and decreases by 8.22 p.p. the probability of 
just working. On the other hand, living in the South increases by 9.94 
p.p. the likelihood of working and studying.

6 It is important to emphasize that the signal of the marginal effects is the same of the estimated 
coefficients, thus not interfering in the interpretation.
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5.5	 �Conclusion

The results suggest that economic assets at home improve the human 
capital formation of children and adolescents and concomitantly reduce 
their probability of work, regardless of gender and age. In respect to the 
negative income shocks suffered by the families, it is observed that, 
regardless of the characteristics of the regions, families and children, these 
do not affect the schooling of boys and girls. However, negative income 
shocks were relevant to increasing child labor. The intensity of this effect 
is related in a different way to age and sex, being more damaging and 
accentuated in the age group from 11 to 17 years and for the male chil-
dren rather than for the female children. On the other hand, the empiri-
cal results do not seem to indicate significant effects of the interaction 
between shocks and assets on human capital development and child 
labor. Roughly, the results show that shocks lead Dominican children to 
combine study and work.

In general, increased schooling raises human capital, and furthermore 
the participation of children in the labor market does not help the eco-
nomic development of the Dominican Republic. The results of this study 
suggest that policies to combat child labor and to develop human capital 
in rural areas should not be limited to fighting poverty. This study points 
to the need to consider the possession of household goods, access to 
credit, microcredit and the generation of equal opportunities or tools for 
families in rural areas to cope with economic crises. It is also necessary to 
consider the degree of vulnerability to shocks that different families have. 
In addition, it is important to generate public policies that raise aware-
ness in Dominican society about the impact of child labor on children’s 
education, health and future income levels.

As limitations of this research, it is mentioned that the database for 
child labor in the Dominican Republic is only available for 1 year (2010). 
Given this, we cannot compare and analyze the dynamic behavior of 
families nor even control unobserved factors that can affect the decision 
of households regarding school and child labor. In addition to purely 
economic assets—such as the possession of household goods—other 
means can be important mitigators of shocks, such as access to credit or 
a bank account. These limitations are based on suggestions for future 
research and improvement of this study.
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�Annex
Table 5.4  Description of the variables in the bivariate probit model

Variables Description

Endogenous 
variables

Study It assumes a value of 1 if the child is 
enrolled in school

Work It assumes a value of 1 if the child worked 
in the market

Exogenous variables
Economic assets Assets It assumes a value of 1 if the household 

has goods worth more than US$520
Suffered shocks Crop loss It assumes a value of 1 if the household 

suffered crop loss due to crop failure or 
fire

Assets∗Shock Assets∗Shock Interactive variable resultant of the 
multiplication of active variables and 
shocks

Child’s 
characteristics

Age Child’s age in years
Child’s gender It assumes a value of 1 if the child is male

Domicile 
characteristics

Householder’s 
gender

It assumes a value of 1 if the householder 
is female

Householder’s 
marital status

It assumes a value of 1 if the householder 
is single or separated

Mother’s 
schooling

Indicates the mother’s schooling in years 
of study

House size Total number of members in the 
household

Members from 0 
to 4 years of age

Number of members aged from 0 to 4 
years at home

Transfer It assumes a value of 1 if the household 
receives some type of monetary transfer 
from the government

Basic services Water It assumes a value of 1 if the household 
has water service

Sewage It assumes a value of 1 if the household 
has a sewage system

Migration Mother emigrated It assumes a value of 1 if the mother of 
the child has emigrated

Parents emigrated It assumes a value of 1 if the child was left 
behind (father and mother emigrated)

Macro-regions North It assumes a value of 1 if the child lives in 
the North

East It assumes a value of 1 if the child lives in 
the East

South It assumes a value of 1 if the child lives in 
the South

Source: National Statistics Office (2010)
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Table 5.5  Descriptive statistics of the main explanatory variables of the model 
(Dominican Republic, 2010)

Variables Obs. Mean Std. Dev. Min Max

Study 3326 0.934 0.248 0 1
Work 3326 0.155 0.362 0 1
Assets 3326 0.618 0.486 0 1
Shock 3326 0.302 0.459 0 1
Assets∗Shock 3326 0.180 0.384 0 1
Age 3326 10.083 3.583 5 17
Child’s gender 3326 0.525 0.499 0 1
Household’s gender 3326 0.296 0.457 0 1
Marital status 3326 0.237 0.425 0 1
Mother’s schooling 3326 7.889 3.587 0 16
Domicile size 3326 5.359 1.842 1 13
Members from 0 to 4 years 3326 0.410 0.685 0 5
Transference 3326 0.379 0.485 0 1
Water 3326 0.288 0.453 0 1
Sewer 3326 0.322 0.467 0 1
Mother emigrated 3326 0.126 0.332 0 1
Parents emigrated 3326 0.071 0.257 0 1
North 3326 0.381 0.486 0 1
East 3326 0.304 0.460 0 1
South 3326 0.233 0.423 0 1

Source: Research results
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6
Heterogeneous Effects of Migration 
on Child Welfare: Empirical Evidence 

from Viet Nam

Peter J. Morgan and Trinh Q. Long

6.1	 �Introduction

There are many studies on the impact of migration on left-behind chil-
dren in the context of domestic rural-to-urban or international migra-
tion. The major issue regarding migration is that its total effect on 
left-behind children is a priori unknown. Theoretically, the effects could 
be either positive or negative. While migration may improve the family’s 
disposable income at home (Ellis 2003), migration of adult family mem-
bers may result in an increase in child labor, especially household work, 
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to compensate for the lack of adult labor, and, ultimately, may cause a 
reduction in children’s total schooling or more restricted access to school-
ing. Empirical evidence has supported both views. For example, Antman 
(2012) found a statistically significant positive effect of (Mexican) paren-
tal US migration on educational attainment for girls. However, Antman 
(2012) could not find any effects of the absence of fathers on children’s 
educational outcomes. McKenzie and Rapoport (2011) found evidence 
of a significant negative effect of migration of parents from Mexico to the 
US on children’s school attendance and attainment. Furthermore, they 
also found that the absence of a parent results in the loss of parental 
attention and supervision over their children, which leads to poorer 
school performance. Meyerhoefer and Chen (2011) and Wen and Lin 
(2012) found that Chinese children whose parents had migrated to urban 
areas were worse off in terms of school enrollment and years of schooling 
than those whose parents had not migrated. However, as far as we know, 
there is little understanding of how children’s welfare is affected by the 
different aspects of migration such as the type of migration (seasonal or 
permanent), the motives for migration (e.g., shock-induced migration), 
and the size and direction of remittances. The literature is also meager on 
how the effect of migration differs depending on the context and com-
munity in which the migrant’s family lives. For example, if children are 
looked after by poorly educated grandparents who are unable to perform 
the roles of the parents in their absence, their welfare may be reduced 
(Biao 2007). This warrants further studies on the heterogeneous effects of 
migration on children’s welfare.

This study examines whether the effect of parental migration on chil-
dren’s school performance is positive or negative and investigates whether 
there are differences in the impact of migration on child welfare due to 
factors such as migration motives, migration types, and home family con-
text (including the child’s gender). To achieve this, we use data collected 
from the Viet Nam Access to Resources Household Survey (VARHS) in 
2012 and 2014 to examine how migration has impacted the welfare of 
children and young people living in rural Viet Nam. The VARHS is 
jointly managed by the Department of Economics of the University of 
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Copenhagen, Denmark, and two institutes in Viet Nam: the Central 
Institute for Economic Management (Ministry of Planning and 
Investment) and the Institute for Labor Studies and Social Affairs 
(Ministry of Labor, War Invalids and Social Affairs). In each survey wave, 
the sample included about 3700 rural households. Besides the core parts 
of the questionnaire, which include questions similar to those in the 
World Bank’s Living Standard Measurement Survey questionnaire 
(Brandt and Tarp 2017), the questionnaire also has questions aimed at 
collecting information on economic shocks, vulnerability, and migration 
(including reasons for migration, type of migration, and remittances).

In this chapter, we follow the literature in modeling child welfare as a 
function of a household’s characteristics (especially those of the house-
hold head), such as education level, age and migration indicators, and 
individual characteristics (age, gender). We use several welfare measures, 
including school attendance and child labor (i.e., engagement in agricul-
tural production, household enterprise production, and wage employ-
ment). The variable indicating whether there is a household member that 
has migrated is the variable of interest. We use several migration indica-
tors to distinguish the effects of different kinds of migration, as well as 
remittances. It’s possible that there are some unobservable factors either 
at the household level or the individual level that influence both the 
migration decision and child welfare. This will make the estimates biased. 
To mitigate this issue, we use the child fixed-effects estimator to estimate 
the impact of parental migration. The main advantage of the fixed-effects 
estimator is that it can control for all time-invariant variables, both 
observed and unobserved. We simultaneously model the decisions regard-
ing child schooling, child labor, and household income.

This chapter is structured as follows. We review the literature on child 
well-being and the effect of migration on it in Sect. 6.2. The empirical 
approach is presented in Sect. 6.3, followed by a brief data introduction 
and some descriptive analysis in Sect. 6.4. Section 6.5 reports our empiri-
cal results. Section 6.6 provides some concluding remarks and policy 
implications.
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6.2	 �Literature Review: Migration and Effects 
on Child Well-Being

6.2.1	 �Migration and Child Well-Being

Migration is an important household livelihood strategy. There has been 
an increasing trend toward migration in developing countries. Migration 
can have profound impacts on child welfare through several channels. 
First, migration can increase household income through remittances 
(McKenzie and Sasin 2007). Increased income can result in an increase 
in household spending on the health and education of children, as well as 
reducing child work, since a higher income can release children from the 
need to work. Children can spend more time on education and less time 
on work. However, if remittances reduce work incentives for recipients 
(Farrington and Slater 2006; Sahn and Alderman 1996), the welfare-
enhancing effects of remittances may not be realized. Second, migration 
could influence child well-being through the reallocation of labor among 
those left behind. It’s possible that the left-behind children may have to 
perform household work and even work that used to be performed by 
those who have migrated. Taking on the work previously done by house-
hold members who have migrated may reduce the time children can allo-
cate to education and thus cause poor performance and possibly lead to 
dropping out of school.

So far, empirical evidence on the impact of migration on child well-
being has been inconclusive on these issues. Numerous empirical studies 
find poverty-reducing effects of migration and remittances (e.g., Adams 
and Page 2005; Taylor et al. 2005; Acosta et al. 2007). Citing findings in 
Guatemala, Pakistan, and Mexico, the UNDP-HDRO (2009) noted that 
families with migrants appear to be more likely to send their children to 
school, using cash from remittances to pay fees and other costs. Several 
studies find that migration and remittances help children increase educa-
tion and reduce child labor (e.g., Yang 2008; Antman 2012; Alcaraz et al. 
2012; Binci and Giannelli 2012). Migration is also found to improve the 
health and nutrition of children (Hildebrandt et al. 2005; Macours and 
Vakis 2010; Antón 2010). Nevertheless, there are a number of studies 
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that find negative effects of parental migration on children’s education 
(e.g., McKenzie and Rapoport 2011; Lahaie et al. 2009; Giannelli and 
Mangiavacchi 2010; Robles and Oropesa 2011; Zhang et al. 2014) and 
on children’s health (Cameron and Lim 2007; Gibson et al. 2011; De 
Brauw and Mu 2011). Several studies, such as McKenzie and Rapoport 
(2011), Kiros and White (2004), Giannelli and Mangiavacchi (2010), 
and Wang (2014), found that children in migrating households have a 
lower educational attainment than those in nonmigrating households. In 
Kiros and White (2004), children in Ethiopia with migrant mothers were 
found to have less immunization coverage than children whose mothers 
had not migrated. Hence, the existing empirical studies show a wide 
diversity of empirical results, which calls for more empirical studies to 
enable a better understanding of the effect of parental absence, especially 
temporary absence for work, on children’s outcomes.

6.2.2	 �Child Well-Being and Migration Studies 
in Viet Nam

A number of studies have examined child education and child labor in 
Viet Nam. However, most recent research has focused on investigating 
these issues separately. Some studies, such as Edmonds and Turk (2002); 
Edmonds (2005); Edmonds and Pavcnik (2005); O’Donnell et  al. 
(2005); and Beegle et  al. (2009), have investigated the effects of child 
labor on child education or health. Beegle et al. (2009) use panel data 
from the Viet Nam Living Standard Surveys 1993–1994 and 1997–1998 
and find that there were significantly negative impacts on children’s 
school enrollment and grade attainment.

Some previous literature has examined the patterns of migration and 
the effect of migration on household welfare in Viet Nam. Nguyen et al. 
(2008) showed that the emigration rate seems to be higher among those 
with higher education levels or among households engaged in wage 
employment. Nguyen, Raabe, and Grote (2015) and Gröger and 
Zylberberg (2016) found that migration is viewed as a risk-coping strat-
egy of rural households. Regarding the effect of migration and remit-
tances on household welfare, De Brauw and Harigaya (2007) showed 
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that, during the 1990s, household expenditures among migrant-sending 
households were 5.2 percentage points higher than those of households 
without any migrants. Nguyen et  al. (2011) estimated the impact of 
work migration and nonwork migration on some household welfare indi-
cators, including income, expenditures, poverty, and inequality, in Viet 
Nam using the Viet Nam Household Living Standards Surveys 2004 and 
2006. They found that both types of migration have a positive impact on 
the expenditures of migrant-sending households. Furthermore, they 
found that nonwork migration contributes significantly to poverty reduc-
tion, while the effect of work migration is much smaller.

Using the Viet Nam Household Living Standards Surveys 1992–1993 
and 1997–1998, Binci and Giannelli (2012) found that internal remit-
tances increased the school attendance and reduced the child work among 
children aged 6–15 years in Viet Nam. Booth and Tamura (2009) showed 
that parental absence caused sons (but not daughters) to do more paid 
work outside the household, while the effects of parental absence on chil-
dren’s school attendance and household education expenditure were found 
to be negligible and not statistically significant. Nguyen and Vu (2016) 
used data from the Young Lives surveys 2007 and 2009 to investigate the 
effect of parental migration on the time use of children aged 5–8. They 
showed that children whose parents are absent tend to spend less time on 
home study and more time on leisure and playing. They also found that 
children whose mothers are absent spend more time on home study but 
also spend more time on housework than children whose fathers are absent.

Our study differs from previous research in several aspects. First, we not 
only examined the effect of child work on child education, but we also 
investigated the impacts of migration, migration types, and remittances 
on child work and child education. This is an extension of Le and Homel’s 
(2015) study, which does not examine the role of migration on child work. 
Second, similar to Le and Homel (2015), we model the decision to work 
and to go to school simultaneously since there are unobservable factors 
that simultaneously affect child labor and child education. This distin-
guishes our study from that of Nguyen and Vu (2016), which examines 
the effect of parental absence on children’s time allocation separately. 
Third, we also conjecture that migration does not affect the child educa-
tion decision directly but rather indirectly through household income and 
the child work decision. Using simultaneous equation econometric 
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modeling, we jointly estimate the effect of migration and type of migra-
tion on household income and child work decision and ultimately the 
effects of household income and the child work decision on child educa-
tion. Furthermore, we also exploit the nature of our panel data to control 
for individual fixed effects in our estimations. This is a further extension of 
Le and Homel’s (2015) study, which used only cross-sectional data.

6.3	 �Empirical Strategy

6.3.1	 �Estimation Equations

6.3.1.1  �Child Education Decision

Our first equation is the child education decision.

	
edu Migration workit it it it itX u= + + ′ +θ θ β01

0
1 1 1 	

(6.1)

where eduit is a binary variable that takes the value of one if child i 
attends school at time t (t = 2002 and 2004) and zero otherwise; workit is 
child i’s time spent working (i.e., the share of working days in a year, 
equal to the ratio of total equivalent of 8-hour working days to 365 days); 
and X′1it is a vector of control variables including child’s age, gender, and 
household characteristics such as per capita income, family size, share of 
children under 18 and retired adults; household head’s education, gen-
der, and age; province where child i lives; and year dummies. Migrationit 
is a binary variable that takes the value of one if child i lives in a migrant-
sending household and zero otherwise.

6.3.1.2  �Child Labor Decision

In the first equation, workit determines whether a child goes to school or 
not. This variable in turn is determined in Eq. (6.2) as follows:

	
work Migrationit it it itX u= + + ′ +α α α0 01

0
2 2 3 	

(6.2)
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where workit is the same as in Eq. (6.1). Similar to Eq. (6.1), Migrationit 
is a binary variable that takes the value of one if child i lives in a migrant-
sending household and zero otherwise, and X′2it is a vector of control 
variables. Our X′2it  is similar to X′1it, except that we include a dummy 
variable that indicates whether or not the child’s household experienced 
at least one shock in the previous year.1 The previous literature on child 
education includes this type of variable directly in the education outcome 
equation. However, we conjecture that the child education decision is 
not directly affected by household shock but rather by their time use (i.e., 
the time allocated to work) and by family income. In fact, when we 
include this variable in our first equation, it does not have a statistically 
significant effect on child education. This variable could be viewed as an 
“instrumental variable” for the endogenous variable workit. Our param-
eter of interest in this specification is α01.

6.3.1.3  �Household Income

As mentioned above, the pathway through which migration has effects 
on child education is through income and the child labor decision. We 
model the household income per capita as follows:

	
Inc Migrationit it it itX u= + + ′ +γ γ β0 01

0
3 5 	

(6.3)

where Incit is the per capita income of the household to which child i 
belongs. Migrationit

0  is either a dummy variable as in Eqs. (6.1) and (6.2) 
or a set of alternative variables as described below. X′3it is the vector of 
control variables including only household characteristics and provincial 
and year dummies.

1 The types of shock include flood, drought, pest infestation and crop diseases, avian flu, price 
shocks, job losses, land loss, crime, and other family shocks (death or illness of a household mem-
ber). To check for robustness, we use another shock variable, which takes the value of one if the 
household experiences shocks including only flood, drought, pest infestation and crop diseases, 
avian flu, and price shocks and zero otherwise. The results are not qualitatively different. The results 
are available upon request.
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6.3.1.4  �Endogeneity of Migration Variable

Although the migration decision of other household members and the 
left-behind child’s decision to go to school and their labor may be 
independent,2 they may potentially be correlated with factors at the 
household level that we are not able to observe. To mitigate this issue, we 
included the inverse Mills ratio in all estimation equations, which are 
calculated from a probit estimation equation as follows:

	
Pr Migration MigrantDisit it dt it itX u=( ) = + +′1 1 1δ δ

	
(6.4)

in which Migrationit is our migration variable defined earlier. 
MigrantDisdt is the share of migrants in the total population of the dis-
trict where child i lives. This variable acts as the identification variable in 
our estimation. In fact, the prevalence of migrants at the district level 
may affect the migration decision of members of child i’s family, but it 
may not affect child education and child labor at the household level.

6.3.2	 �Effect of Different Types of Migration on Child 
Education and Labor

We further explore the effects of different types of migration on children 
education and labor. For the child education decision, we estimate the 
following equation:

	

edu Work Edu Oth
work

it it it it

it it it

M M M
X u

= + +
+ + ′ +
θ θ θ
θ β
01 02 03

1 1 2 	
(6.5)

where WorkMit is a dummy variable that takes the value of one if child 
i lives in a household with at least one person who migrates to work and 
zero otherwise at time t; EduMit is a dummy variable that takes the value 
of one if child i lives in a household with at least one person who migrates 

2 The migration decision of a household member may indirectly affect a child’s education and labor 
through household income.
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to study and zero otherwise at time t; and OthMit is a dummy variable 
that takes the value of one if child i lives in a household with at least one 
person who migrates for other purposes, including marriage or family 
reunification, and zero otherwise at time t. Alternatively, instead of using 
binary values for each of the variables WorkMit, EduMit, and OthMit, we 
use the share of each type of migration in the total number of family 
members.

Similarly, the child labor decision and household income can also be 
rewritten as follows:

work Work Edu Othit it it it it itM M M X u= + + + + ′ +α α α α α0 01 02 03 2 2 3

(6.6)

Inc Work Edu Othit it it it it itM M M X u= + + + + ′ +γ γ γ γ β0 01 02 03 3 5

	
(6.7)

We further examine the role of remittances by estimating the following 
equations:

	
edu RemitIn RemitOut workit it it it it itX u= + + + ′ +θ θ θ β0

1
0
2

1 1 1 	
(6.8)

	
work RemitIn RemitOutit it it it itX u= + + + ′ +α α α α0 0

1
0
2

2 2 3 	
(6.9)

	
Inc RemitIn RemitOutit it it it itX u= + + + ′ +γ γ γ β0 0

1
0
2

3 5 	
(6.10)

where RemitInit is the share of total remittance that child i’s household 
received in his/her household’s total income at time t and RemitOutit is 
the share of total remittance that child i’s household sent out to their 
migrant members in total household income.

6.3.3	 �Estimation Strategy

In this chapter, we use several approaches to examine the effect of migra-
tion on child well-being:
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	1.	 We estimate separately two child outcome equations. For education 
Eqs. (6.1, 6.5, and 6.8), we use a probit estimator and include various 
control variables indicating migration and the inverse Mills ratio cal-
culated from Eq. (6.4). Due to the nature of the dependent variable, 
Tobit estimation is used to estimate the child labor decision in 
Eqs. 6.2, 6.6, and 6.9.

	2.	 We jointly estimate two equations regarding child education and child 
labor and assume that per capita income is exogenous to both child 
education and child labor decisions as indicated in Fig. 6.1.

	3.	 We jointly estimate equations relating to child education, child labor 
decisions, and per capita income as in Fig. 6.2.

Fig. 6.2  Simultaneous Equation Model 2. Source: Authors’ compilation

Fig. 6.1  Simultaneous Equation Model 1. Source: Authors’ compilation
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6.4	 �Data and Descriptive Statistics

In this study, we use data from the Viet Nam Agricultural Rural Household 
Survey, which is jointly managed by the Department of Economics of the 
University of Copenhagen, Denmark, and two institutes in Viet Nam, 
the Central Institute for Economic Management (Ministry of Planning 
and Investment) and the Institute for Labor Studies and Social Affairs 
(Ministry of Labor, Invalid, and Social Affairs), in the 2006, 2008, 2010, 
2012, 2014, and 2016 (currently under embargo) waves. The initial sam-
ple size (collected in 2006) is 2300 rural households in 12 provinces (Dak 
Lak, Dak Nong, Dien Bien, Ha Tay, Khanh Hoa, Lai Chau, Lam Dong, 
Lao Cai, Long An, Nghe An, Phu Tho, and Quang Nam). It is a repre-
sentative sample of rural areas in these provinces in 2006. The sample size 
increased to 3200 in 2008 and 2010 and then to about 3700 rural house-
holds in 2012 and 2014 to ensure better representativeness of the rural 
population in these provinces. The core part of the survey instrument is 
quite similar to that used for the World Bank’s Living Standard 
Measurement Survey, which has detailed information on household 
demographics, household production, and household members’ educa-
tion, health, occupation, and so on. Moreover, the survey instrument has 
separate modules relating to economic shocks and vulnerability. In 2012, 
a migration module with information on reasons for migration, type of 
migration, and remittances was introduced.

For the purpose of this study, we limit our sample to children who live 
in households whose head is either their mother or father. (There are 
some children who live in households whose household head is their 
grandparent, which makes it difficult for us to identify the child’s parents 
among the household members when there are several related families 
living in the same house and registered as a single household.) To main-
tain the panel nature of our data, the children in our sample are those 
whose ages ranged from 6 to 16  in 2012 and consequently from 8 to 
18  in 2014. Finally, we have about 5154 children in our sample (i.e., 
about 2577 children in each year), living in 1459 households in each 
year. Among these children, our sample includes 1370 children living in 
households that do not have other siblings in the sample. The other 3784 
children live in households with at least one sibling in the sample.
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In our sample, 12.0% of the children live in households with at least 
one member who has migrated (10.4% in 2012 and 13.7% in 2014). 
Among migrants, 31% migrated to work or seek jobs (in both 2012 and 
2014) and 42% of migrants in 2012 and 52% of migrants in 2014, 
respectively, migrated for education purposes. The remaining migrants 
migrated for other purposes such as family unification and marriage.

Table 6.1 presents a descriptive analysis of our sample.

6.5	 �Empirical Results

6.5.1	 �Child Education and Labor: 
Single-Equation Approach

Table 6.2 reports the effects of migration on child education (columns 1 
and 2) and child labor decision (columns 4, 5, and 6). In columns 2, 4, 
and 5, we include the inverse Mills ratio, calculated from probit Eq. 
(6.4), which examines the probability of living in a household with 
migrants, to control for the endogeneity bias that may arise due to the 
potential endogeneity of the migration decision.3 In column 5, we follow 
the methodology of Mundlak (1978) and Chamberlain (1984) by includ-
ing the mean of time-varying covariates in our specification to estimate a 
quasi-fixed-effects Tobit regression. The results in column 1 indicate that 
living in a household with migrants is positively correlated with a child’s 
decision to go to school, but this correlation is not statistically significant. 
However, we find that the more days a child works, the lower the prob-
ability of attending school. Children living in households with a higher 
per capita income, a more educated household head, a younger house-
hold head, and a smaller family size seem to have a higher probability of 
going to school than other children. Living in households where the 
father is the household head also improves a child’s school attendance. 
We also find that most of the coefficients in column 2 are not much dif-
ferent from those in column 1, indicating that the potential bias of 

3 Please refer to Appendix for our probit estimation results regarding the probability of a child living 
in a household with migrants.
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“Living in household with migrants” does not affect our estimation 
results. This is also confirmed by the lack of statistical significance from 
the inverse Mills ratio variables. The empirical results also indicate that a 
child’s demographic characteristics such as gender and age do not affect 
their education decision. Per capita household does not influence chil-
dren’s schooling decision either. Living in a large family may reduce their 
chance of going to school; however, the chance of going to school is 
higher among those families that have more children under 18 years old. 
We also find that the education level of the household head has a positive 
and statistically significant effect on the child education decision. The 
chance of going to school is also higher for children who live in male-
headed households, although this effect is quite weak.

Columns 3, 4, and 5 report our results regarding the child labor deci-
sion. Similar to the case of the child education decision, the empirical 
results show that migration does not have any effect on the total time a 
child spends working. The empirical results indicate that child age is pos-
itively correlated with the time spent working. However, we do not see 
any significant effect of child gender and per capita income on the time a 
child worked. While a child living in a bigger family tends to work less, 
he/she has to work more if living in a family with a higher share of retired 
members. A child who lives in a household with a household head with a 
higher level of education tends to work less than other children. However, 
if the family experienced a shock in the previous year, it increases the time 
the child worked. Our empirical results also suggest that the results 
obtained from RE Tobit regression (column 4) are not qualitative, in 
contrast to those obtained from quasi-FE Tobit regression (column 5).

Table 6.3 reports the effects of different types of migration and shares 
of remittances on child education (columns 1, 3, and 5) and child labor 
(columns 2, 4, and 6). We included the inverse Mills ratio in all specifica-
tions to mitigate the potential endogeneity problem. The empirical results 
show that a child living in a household with at least one member who has 
migrated for work significantly reduces the probability of going to school, 
while living in a household with at least one member who has migrated 
for education significantly increases that probability. This pattern is also 
observed when we use the share of each type of migrant in the total 

6  Heterogeneous Effects of Migration on Child Welfare… 
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number of family members. This suggests that children living in house-
holds with working migrants tend to have to leave school and may follow 
other household members who have already migrated to work. However, 
as shown in column 5, remittances received or sent out do not affect the 
child education decision.

With regard to time spent on labor, we do not see a significant effect 
of having household members who have migrated for any purpose on a 
child’s working time. The share of money the household receives from 
migrants (if any) or the share of money sent to migrants (if any) does not 
affect the time a child works.

6.5.2	 �Child Education and Labor: Simultaneous 
Equation Model Approach

Table 6.4 shows our estimation results using the simultaneous equation 
approach. In column 1, we estimated a child’s school attendance and 
time spent working jointly, while in column 2, we considered per capita 
income as an endogenous variable and estimated school attendance, time 
worked, and per capita income simultaneously. For child education, sim-
ilar to the results obtained from the single-equation approach (Table 6.2), 
we see that more time spent working reduces school attendance. However, 
the estimated coefficient is smaller in magnitude, indicating an upward 
bias in the effect of working time on child education when we considered 
child education and child labor separately. Meanwhile, other factors such 
as the child’s own characteristics, family characteristics, and household 
head’s characteristics have quite similar effects on child school atten-
dance, except for the variable indicating the share of household members 
who were retired.

For child labor, our SEM estimation results indicated that children 
living in households with migrants have to spend more time working, 
suggesting a downward bias in the effect of migration on child labor 
compared with the results when we estimated child labor separately 
(Table 6.2). The downward pattern is also observed in the variable indi-
cating whether the child lives in a household that experienced a shock in 
the previous year or not. While most other variables behave similarly to 

  P. J. Morgan and T. Q. Long
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the single-equation approach, per capita income has a significant effect 
on a child’s time spent working. Children living in households with a 
higher per capita income tend to work fewer days than children living in 
households with lower per capita income.

Regarding household income, we find a significant effect of migration 
on per capita income. This implies a higher correlation between per cap-
ita income and migration. The results also indicate that a bigger family 
size, more educated household head, and male-headed households tend 
to have a higher per capita income, while households with a higher share 
of children aged under 18 or retired people tend to have a lower per 
capita income. Similarly, households that experienced a shock in the pre-
vious year also tend to have a lower per capita income.

Table 6.5 presents our estimation results using the simultaneous equa-
tion approach. We considered two alternative sets of indicators for migra-
tion: one indicating whether a child lived in a household with at least one 
member migrating for work, for education, or for other purposes (col-
umn 1) and another set of indicators indicating the share of remittances 
his/her household received (in total household income) from migrants 
and the share of money his/her household sent to migrants (in total 
household income) (column 2). Similar to column 2  in Table 6.4, we 
assumed per capita income to be an endogenous variable and estimated 
school attendance, time worked, and per capita income simultaneously.

The estimation results are interesting. Children living in households 
with migrants who migrated for education are more likely to attend 
school and work less than children who live in households without any 
migrants. Children who live in households with migrants who migrated 
to work do not significantly differ in terms of school and work time from 
those who live in households without any migrants. This suggests that 
households that send their family members to be educated in other areas 
tend to care about their children’s education more than do other house-
holds. This is confirmed by the results we obtained when using variables 
indicating the share of money received from, and sent to, migrants in 
total household income. Children living in households that sent a higher 
share of their income to migrants are more likely to attend school than 
those who live in households that did not send money to migrants. 
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Meanwhile, children living in households receiving more from migrants 
tend to work more. As regards a household’s per capita income, sending 
money to migrants reduced household per capita income, while receiving 
remittances from migrants did not increase household income.

6.6	 �Concluding Remarks

Using a unique data set collected in Viet Nam in 2012 and 2014, this 
study examines the heterogeneous effects of migration on left-behind 
children’s education and child labor in Viet Nam. Since child education 
and child labor decisions are jointly determined, a simultaneous equation 
model approach is adopted to estimate the effect of migration on child 
education and child labor. Because migration not only affects a child’s 
welfare but also household income, we further integrate household 
income into our system of equations. There are some major findings from 
our empirical results. First, migration does not appear to directly affect 
children’s schooling decision, but might negatively affect their time spent 
working, which ultimately affects their schooling decision. Migration, 
however, may also positively affect household per capita income in some 
respects. Since family income has a significant effect on children’s educa-
tion and their working time, migration also indirectly affects child educa-
tion and child labor.

We find that the total effects of migration on child education and child 
labor are negligible. This finding is different from other studies, including 
Binci and Giannelli (2012), which found that migration tends to increase 
school attendance and reduce child work. However, in contrast to our 
study, the previous literature examines the effect of migration on child 
education and child labor separately. Therefore, it appears to have ignored 
the negative relationship between child labor and child education as 
found in our study and in Le and Homel (2015).

Second, different types of migration have different effects on child 
schooling and labor. While children living in households with migrants 
who migrated for work are not found to be different in terms of school 
time from those living in households without any migrants, children liv-
ing in households with migrants who migrated for education or other 

  P. J. Morgan and T. Q. Long
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purposes tend to have a higher probability of attending school, although 
this relationship could be viewed as a correlation between migration and 
children’s education rather than a causal effect. Third, children living in 
households with a higher share of inward remittances tend to work more. 
This may imply that such children may live in poorer households that 
send their household members to work in other areas and make left-
behind children work more. Fourth, children living in households with 
education migration seem to attend school more and work less, but, at 
the same time, school time could be negatively affected by the income 
factor since households with education migration who have to send 
money to those migrants tend to have a lower per capita income.

The study has several limitations. First, due to the data availability, we 
could not provide adequate evidence on the effects of parental migration 
on child welfare. Parental migration may have a stronger effect on left-
behind children than migration of other household members. Second, 
migration may have long-term effects on child outcomes. However, our 
data could only provide the contemporaneous effects of migration on 
child outcomes. These limitations are open for further studies.

�Appendix: Probability of Living in a Household 
with a Migrant

(1) (2) (3)

Year 2012 Year 2014 Years 2012–2014

Share of migrants in total 
population

7.358∗∗∗ 5.652∗∗∗ 6.722∗∗∗

[1.235] [1.169] [0.952]
Experience shocks 0.092 0.100 0.083

[0.088] [0.078] [0.061]
Child age 0.001 0.009 0.008

[0.013] [0.012] [0.009]
Child is male –0.207∗∗∗ 0.029 –0.077

[0.077] [0.069] [0.056]
Per capita income 0.077 0.065 0.064

[0.061] [0.047] [0.039]

(continued)
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(1) (2) (3)

Year 2012 Year 2014 Years 2012–2014

Family size 0.068∗∗∗ 0.077∗∗∗ 0.082∗∗∗
[0.025] [0.022] [0.018]

Share of family members 
under 18

–2.101∗∗∗ –1.938∗∗∗ –2.162∗∗∗

[0.320] [0.285] [0.237]
Share of family members 

retired
–1.246∗∗∗ –1.682∗∗∗ –1.546∗∗∗

[0.451] [0.426] [0.339]
Household head education 0.033∗∗∗ 0.011 0.021∗∗

[0.012] [0.011] [0.009]
Household head age 0.042∗∗∗ 0.028∗∗∗ 0.035∗∗∗

[0.006] [0.006] [0.005]
Household head is male –0.378∗∗∗ 0.039 –0.160

[0.143] [0.128] [0.103]
Number of observations 2577 2577 5154

Source: Authors’ calculation

*** and ** denote  statistical significant at the 1% and 5% levels, respectively
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7
The Effect of Child Labour on Primary 

Education in Brazil

Roselaine Bonfim de Almeida

7.1	 �Introduction

For today’s society, employment of children and adolescents is considered 
a crime. However, this has not always been the case. In Europe, at the end 
of the eighteenth century, the increase in child hiring was considered a 
sign of the company’s prosperity. This showed that the company’s work-
force was not able to produce all the goods demanded by society and, 
thus, it was necessary to hire children. However, with the worsening of 
the working conditions of these children, in the beginning of the nine-
teenth century, part of the society began to struggle to reduce their work-
ing hours (Basu 1998; FYFE 2007).

The International Labour Organization (ILO) defines child labour as a 
“work that deprives children of their childhood, their potential and their 
dignity, and that is harmful to physical and mental development” (ILO 
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2019a). They also say that child labour is harmful because it is a serious 
violation of human rights and, also, because it deprives children and ado-
lescents of a normal childhood since it discourages school attendance and 
impedes the development of the child’s abilities (ILO 2019b).

According to Kassouf (2007), there is no single definition of child 
labour. This will depend on other factors such as the number of hours 
worked, the age of the child and the country’s legislation, among other 
variables. For example, many studies consider child labour if the child 
worked for an hour or more during the week. However, some more spe-
cific researches may use information on housework or the economically 
active population of children, that is, working and looking for a job. 
Another important issue to consider is that the definition of child may 
vary by country, because while some areas consider chronological age, 
others may also consider social and cultural factors. The author argues 
that generally in child labour studies, current legislation is used to define 
whether the child or adolescent is in the child labour situation or not.

According to ILO estimates (2019b), in 2016 about 152 million chil-
dren and adolescents between the ages of 5 and 17 were victims of child 
labour worldwide. Most of these children and adolescents can be found 
on the African continent, home to 72.1 million children in child labour 
situations. Second is the Asia-Pacific region (62 million), followed by the 
Americas (10.7 million), Europe and Central Asia (5.5 million) and the 
Arab states (1.2 million). Of this total, most child labour is in agriculture 
(71%), followed by services (17%) and industry (12%).

Child labour is also an old problem in Brazilian society. In the six-
teenth century, children of indigenous origin were forced to perform 
various kinds of work. In the period of slavery, the children of slaves were 
forced to work, and at the beginning of industrialization in Brazil, at the 
end of the nineteenth century, child labour was also employed in factories 
(Brazil 2011). Over time, Brazilian society realized that child labour was 
a problem and that it should be tackled with urgency. However, despite 
efforts to combat this problem, it persists until these days (Almeida 2015).

Data from the National Household Sample Survey (PNAD) demon-
strate this situation. Between 1992 and 2015, there was a reduction in 
child labour of 68%, or 5.7 million children and adolescents left work. 
Although this drop is quite significant, in 2015 there were still 

  R. B. de Almeida



175

2.7 million children and adolescents between 5 and 17 years of age work-
ing. A different feature of the world trend is that in Brazil there is a higher 
incidence of child labour in nonagricultural activities (ILO 2019b). 
However, although a large number of children and adolescents between 
the ages of 5 and 17 years work in the nonagricultural sector, when we 
analyse the age group from 5 to 13  years, it is observed that 64.7% 
worked in the agricultural sector in 2015 (PNAD 2015).

It is worth noting that regardless of whether child labour is in the agri-
cultural or nonagricultural sector, it can have serious consequences for 
these children. Kassouf (2007) points out that the main socioeconomic 
consequences of the work of children and adolescents are on education, 
salary and health.

Among the studies that analysed the impact of child labour on school 
performance of children and adolescents, we highlight the work done by 
Ono (2015). The author analyses this relationship using data from PNAD 
between 2007 and 2011 and Prova Brasil/SAEB.1 The aim of their study 
was to determine the impact of the work of children and adolescents on 
proficiency in Portuguese language and mathematics. Their results 
showed that child labour has a negative effect on academic achievement.

In this work we aim to analyse the effect that child labour has on the 
schooling of individuals. This result is important because education is 
essential for the child’s development, and if such development is being 
hampered by child labour, new protective measures should be defined to 
protect these children.

To measure schooling, we will analyse how many years of studies the 
individuals have; in particular, we will analyse the years of studies com-
prised in elementary school. In Brazil, the first years of study of the indi-
viduals are grouped in elementary education. Until 2006, elementary 
education in Brazil represented a cycle of 8 years of study. The child who 
is 7 years old would be in the first grade, and, in case he or she didn’t have 
any reprobation, he or she would have finished primary school at the age 
of 14. In that case, he or she would have completed through eighth grade 
without any delay. However, after intense debates in 2006 was stipulated, 

1 The Prova Brasil/SAEB is a test developed by the Brazilian government in order to evaluate the 
quality of the offered education through standardized tests and socioeconomic questionnaires.
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by the law number 11,274, 9 years of elementary school. The idea is that 
the child could spend more time at school. Thus, the child enters the 
school at the age of 6  years (first year) and completes the elementary 
school at the age of 14 (9th year), in case of she or he doesn’t have any 
reprobation (MEC 2009).

However, although the law was enacted in 2006, the government stip-
ulated that the education systems would have until the end of 2009 to 
implement the new rules, that is, at the beginning of the 2010 school 
year, all schools would have to offer 9 years of education (MEC 2009).

Thus, in this chapter we will analyse the impact of child labour on the 
conclusion of certain years of study in elementary education. The period 
that we are going to analyse contemplates both before and after the 
implantation of the 9 years of elementary education.

7.2	 �Methodology

The methodology used in this article follows the work of Natenzon 
(2003) and Almeida and Pazello (2010). However, in their work the 
authors analysed the effect of preschool on the future school performance 
of individuals.

As well as the authors cited, the idea is to work with aggregate data for 
successive educational generations. We defined an educational generation 
as the set of 14-year-old individuals who, in the year analysed, had com-
pleted 7 years of study.2 This means that if he or she had studied in the 
period that the primary education lasted 8  years, at age 14 he or she 
would be in the eighth grade. That is, they are individuals who by the age 
of 14 had already completed the seventh grade of elementary school 
without any reprobation.

If this individual had studied in the period in which elementary educa-
tion lasted 9 years, with 7 years of study completed, he or she would be 
in the 7th year (which is equivalent to the sixth grade in elementary 
school of 8  years). When constructing this variable, we analysed the 

2 Educational generations are represented in Annex I. We will analyse 24 educational generations, 
covering the period from 1992 to 2015.
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individual who had 7 years or more of study and 14 years old. In this way, 
the possibility is opened that the individual who studied in the period 
when the elementary school lasted 9 years may have at least 1 year of 
reprobation.

However, since the expansion of elementary education to the whole 
national territory occurred only in 2010 and most of the educational 
generations analysed studied during the period when elementary educa-
tion still lasted 8 years, it was decided to analyse throughout the whole 
period of study individuals that were 14 years old and that had 7 years of 
study, regardless of whether they were in the sixth or seventh grade. The 
important thing is to know how the conclusion of these years of study is 
related to child labour.

7.2.1	 �Database

The information used in this study comes from the National Household 
Sample Survey, which is carried out by the Brazilian Institute of 
Geography and Statistics (IBGE). The research is carried out in a sample 
of Brazilian households and investigates several socioeconomic character-
istics of the population, including demographic and social conditions, 
educational, work, income, housing and so on. In addition, in some years 
it features special searches and supplements, which are included accord-
ing to the information needs.

In this work we use the microdata of the PNAD between 1985 and 
2015, which will give us 24 educational generations.3 From this data it is 
possible to obtain information about the individuals of each educational 
generation for a given year, such as whether the individual worked or not. 
It is also possible to obtain information on the quality of teaching in each 
state, among others.4 Later, we will explain how these variables will help 
us identify the impact of interest.

3 As can be seen in Annex.
4 For the years in which there was no PNAD (1991, 1994, 2000 and 2010), we will make a simple 
interpolation of the data (average between the years before and after).
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7.2.2	 �Estimation Model and Identification Strategy

As noted earlier, the methodology used in this chapter follows the work 
of Natenzon (2003) and Almeida and Pazello (2010). However, the 
model was adapted to our variables of interest.

To estimate the proposed model first, we must define our dependent 
variable, that is, Y, which is determined by the individuals of generation 
g, in state i and time t. By hypothesis, we admit that the probability of 
this generation, represented by Y, having 7 years of study completed at 
14 years of age can be described by a logistic function. That is:
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where Xk are exogenous variables that explain this probability. By rear-
ranging the expression above, we can obtain:
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If we assume that a good estimate of Prob (Ygit = 1) is the proportion of 
individuals of generation g, state i and time t who have 7 years of com-
plete studies at 14 years of age, expression (7.2) can be estimated using 
the ordinary least squares regression method. However, in this case, the 
marginal effect of the independent variables will not be given by βk. In 
this case, the marginal effect is given by the derivative of Eq. (7.1) with 
respect to the chosen independent variable:
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Equation (7.3) shows the marginal effect of the independent variable 
X1 on the probability of individuals having 7 years of complete studies at 
14 years of age.5

Thus, for this study we will estimate by least squares the Eq. (7.4):
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sents a measure of the educational performance of the individuals of a 
generation g, in state i and in the year t.

According to Almeida and Pazello (2010), the idea is to stack different 
PNADs used in the study (which represent the different educational gen-
erations) and to look how this measure has evolved over time. To under-
stand how to identify the impact of child labour on this measure of 
educational performance, we must open the K vector of variable X.

From the set of variables, the one of interest is that which represents 
the proportion of generation g in state i observed at time t, who was 
working when he or she was 14 years old. According to PNAD data, it is 
also possible to verify if this individual started working before age 14. The 
data analysed for year 2015, for example, showed that most individuals 
started working from the age of 10, although some children started work-
ing from the age of 5. Thus, in selecting the 14-year-olds working, we 
used the hypothesis that this variable can capture if these individuals 
started working younger, which would affect their school performance.

The objective is to identify the effect of this variable (child labour) 
using only the variation that occurs differently among the states over 
time. For this to be possible, the independent variables included a set of 
dummies for the states and another set of dummies for each of the years 
of the PNADs stacked. Thus, what is common for a given state, or the 
fixed effect of state, is captured by the variable indicative of state; on the 
other hand, the common movement for the states in time (common 

5 Estimates were performed using the Stata 14 program.
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temporal movement) is captured by the variables indicative of year. The 
model identification is based on the remaining variation.

In addition, we also include in the vector X variables that characterize 
the quality of the education system of the states and the socioeconomic 
condition of the generations over time. They are pupils per teacher, the 
average schooling of elementary school teachers, the ratio of students per 
adult (indicates dependency), the logarithm of the average per capita 
family income of the generation (deflated by the IPCA—price index of 
September of 2015) and the proportion of the generation residing in the 
rural areas.6 All these measures are obtained from the PNAD. Almeida 
and Pazello (2010) note that by including dummies for the states and 
dummies for the years of the PNADs, it is possible to capture the change 
in time that occurs differently between the states.

Thus, the hypothesis of this chapter is that, conditional on X, the varia-
tion in the proportion of 14-year-olds working, which is different among 
the states, is not correlated with the regression residue, that is, with 
changes in unobserved variables that occurred differently among states.

7.2.3	 �Econometric Analysis

In this section we present the econometric analyses performed in this 
chapter. First, we estimate the regression for the proportion of individuals 
from the educational generations Gg, where g ranges from 1 to 24, who 
had completed 7 years of study at the age 14, in each state, between 1992 
and 2015.

The explanatory variable of interest is the proportion of the generation 
that was working. For this first econometric analysis, the variable child 
labour considers the individuals of 14 years of age that were working. 
Thus, for the same individual of 14 years of age is asked if he or she has 
7 years of study completed. If the individual of 14 years old currently 
works apparently, this may have no impact on the conclusion of the 
7 years of study since the individual began to study at the age of 7, and 

6 Data from the rural area of the northern states were only included in the PNAD from 2004. Thus, 
in order to ensure comparability, we extracted the observations regarding the rural area of the 
North region from the whole base.
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only the years that he worked while studying would have an impact on 
the conclusion of the 7 years of study. However, usually these children 
did not start working at the age of 14, but rather before that age.7 The 
idea is that these individuals of 14 years old had started to work before 
and this may have had consequences in his studies.

In order to strengthen our argument, we carried out a second econo-
metric analysis where, in the creation of the child labour variable, we 
analysed the generation of 13 years old who worked and looked at the 
impact of this variable on the conclusion of 7 years of study when the 
generation had 14 years of age, that is, 1 year more. In this way, we can 
be sure that this generation worked for, at least, a year.

The other variables include the dummies for the states, dummies for 
the years of the PNADs, characteristics of the educational system and 
characteristics of the population of each state. In the case of these last two 
sets of variables, we will make a simple average of the data obtained in the 
years in which the generation should ideally be in the first, fourth and 
seventh grades of elementary education.8 Thus, the data for the first 
econometric analysis includes 24 educational generations in 269 states, 
totaling 624 observations. For the second econometric analysis (genera-
tion that at 13  years old was working), we have 23 generations in 26 
states, totaling 598 observations.

It is important to note that all estimated regressions are weighted by 
cell size (a cell is an interaction between generation, state and time). Take 
the first analysis as an example; we have 624 cells, 26 of which are relative 
to the G1 generation, which is observed in 1992. Thus, for each state, 
with the 1992 PNAD data, we calculated the proportion of the G1 gen-
eration that had 7 years of study completed. The weight used corresponds 
to the number of individuals observed from generation G1 that were con-
sidered for the calculation of this proportion. The lower the number of 
individuals in this cell, the lower the weight of this cell. This is because 

7 In the next section, we will delve deeper into this analysis.
8 Here we take the 8 years of elementary school as the standard.
9 In 1988, the former state of Goiás was dismembered to build the current states of Goiás and 
Tocantins, the latter becoming part of the northern region. In the econometric exercises performed, 
the states of Goiás and Tocantins were considered as a single unit to make the analysis compatible 
with the data of the 1980s.
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the smaller the number of individuals in the cell, the greater the error of 
the variable we want to measure (proportion with 7 years of study) and 
therefore the lower the weight we want give to this information.

7.3	 �Descriptive Analysis of Data

In this section we want to present some information about child labour 
in Brazil. As our first econometric exercise analyses the proportion of 
child labour when the individual was 14 years old, we will first quantify 
this information. Figure  7.1 shows the percentage of individuals of 
14 years old who are declared to work. These data were extracted from 
the PNADs between 1992 and 2015. During this period, there was a 
significant drop in the percentage of child labour. In 1992, for example, 
approximately 31.64% of the individuals of 14 years old worked, while 
in 2015 this amount decreased to 6.33%.

Figure 7.2 shows the same information but now in absolute values. In 
this case, it can be observed that in 1992, for example, there were more 
than 1 million young people aged 14 years working in Brazil. In 2015, 
this amount has been reduced to just over 200,000 young people.
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Fig. 7.1  Percentage of children of 14 years old who worked. (Source: Prepared by 
the author based on the PNADs from 1992 to 2015)
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Figures 7.3 and 7.4 show the ages at which these individuals of 14 years 
old began to work. For each figure, a few years of the PNAD were selected 
for the analysis. In the two figures, it is observed that most of the young 
people began to work before the age of 14 years.
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Fig. 7.2  Number of children of 14 years old working. (Source: Prepared by the 
author based on the PNADs from 1992 to 2015)
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Fig. 7.3  Age at which the individuals of 14 years old begun to work, in percent-
age, for years 1992, 1995, 1998 and 2001 of the PNAD. (Source: Prepared by the 
author based on the PNADs of 1992, 1995, 1998 and 2001)
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For year 1992, for example, it is observed that 22.51% of the young 
people started working at age 10, 10.88% started working at age 11, 
17.44% started working at age 12, 7.87% started working at age 8 
and so on.

Although these results are not uniform, what can be observed in 
Figs. 7.3 and 7.4 is that in all the years most of the young people began 
to work before the age of 14. That is, these data corroborate our hypoth-
esis that if the individual was working at the age of 14, he was probably 
already working before this age.

As our econometric exercise also analyses the proportion of child 
labour when the individual was 13 years old, Fig. 7.5 shows this informa-
tion between the period of 1992 and 2014.

What can be observed is that over the period, there was a significant 
drop in the percentage of child labour. In 1992, for example, approxi-
mately 25.13% of the individuals of 13 years old worked, while in 2014 
this decreased to 6.07%. To show that most of these individuals started 
working before the age of 13, Fig. 7.6 shows the percentage of individuals 
of 13 years old who reported working and who reported to begin work-
ing before the age of 13. As can be seen, Fig. 7.6 is similar to Fig. 7.5.
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Fig. 7.4  Age at which the individuals of 14 years old began to work, in percent-
age, for years 2004, 2007, 2011 and 2015 of the PNAD. (Source: Prepared by the 
author based on the 2004, 2007, 2011 and 2015 PNADs)
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Figure 7.7 shows for each year, between 1992 and 2015, the average 
proportions of individuals who had 7 years or more of completed studies. 
There is a trend of growth of the average of this proportion, which in 
1992 was 0.13 and in 2015 was 0.44.

Table 7.1 presents the descriptive statistics for the control variables 
used in the model. To simplify the analysis, we will present only the data 
for some selected years.
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Fig. 7.5  Percentage of children of 13 years old who worked. (Source: Prepared by 
the author based on the PNADs from 1992 to 2014)
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Fig. 7.6  Percentage of children of 13 years old who worked and who began to 
work before this age. (Source: Prepared by the author based on the PNADs from 
1992 to 2014)
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From Table 7.1, it can be observed that over the period there was an 
improvement in the mean value of these variables. For example, the aver-
age per capita household income increased from 362.1 reais to 598.68 
reais.10 In addition, there was an increase in the average of teacher educa-
tion and a drop in the number of students per teacher.

10 Reais is the currency used in Brazil.
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Fig. 7.7  Average proportion of individuals with 7 or more years of study com-
pleted. (Source: Prepared by the author based on the PNADs from 1992 to 2015)

Table 7.1  Descriptive statistics of control variables

Variables

1992 1999

Average
Standard 
deviation Average

Standard 
deviation

Countryside 0.278 0.204 0.226 0.175
Family income per capita 362.1 146.2 421.7 154.4
Teacher’ schooling 11.23 1.130 11.71 0.886
student_teacher 27.47 10.13 24.73 5.736
student_adult 0.542 0.129 0.509 0.119

2007 2015
Countryside 0.180 0.141 0.1627 0.135
Family income per capita 451.0 162.5 598.68 229.8
Teacher’ schooling 12.74 0.709 13.85 0.463
student_teacher 20.89 3.281 19.85 2.664
student_adult 0.435 0.098 0.3126 0.067

Source: Prepared by the author based on the 1992, 1999, 2007 and 2015 PNADs
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7.4	 �Results

The result for the first econometric analysis can be found in Table 7.2. It 
is observed that our main analysis variable, that is, the proportion of the 
generation that at 14 years of age was working (child labour) had a coef-
ficient of minus 1.154428 and a marginal effect of minus 0.0090268, 
which means that working reduces by 1 percentage points the probability 
of the individual having completed 7 years of study at the age of 14. In 
addition, this result is statistically significant at 1%.

Regarding the control variables, it can be observed that teachers’ 
schooling and the ratio of students per adult are also statistically signifi-
cant at 1%. These results show that increasing teacher education increases 
the likelihood that the individual will have 7 or more years of schooling 

Table 7.2  Coefficients and marginal effects for the proportion of individuals of 
14 years of age that were working and had 7 years of elementary school com-
pleted, by state, between 1992 and 2015

Variables Coefficient Marginal effect

Constant −5.722466a

(0.994353)
Child labour −1.154428a −0.0090268

(0.3096068)
Countryside 0.5207828 0.0040721

(0.4439138)
ln_family income per capita 0.1963928 0.0015357

(0.1600318)
Teacher’ schooling 0.3724164a 0.002912

(0.0319643)
student_teacher 0.0004919 0.00000385

(0.0043775)
student_adult −2.275946a −0.0177963

(0.4579103)
Number of observations 618
R-squared 0.9385

Source: Prepared by the author
The regression is conditional on the state and year dummies
The regressions are weighted by the cell size
aSignificant at 1%
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when he or she is 14 years of age by 0.3 percentage points. In addition, 
the higher the ratio of students per adult, the less likely the individual is 
to have completed 7 or more years of schooling at 14 years of age. Another 
interesting result is that the higher the family income per capita, the 
greater the likelihood that the individual will have 7 or more years of 
schooling at 14 years of age. However, this result is not statistically sig-
nificant at 1%.

Table 7.3 presents the same regression, but in this case, it shows the 
impact of child labour when the individuals were 13  years old on the 
probability of the conclusion of 7 years of elementary school.

In this case, the child labour variable had a coefficient of minus 
0.9901942 and a marginal effect of minus 0.0098333, which means that 
working reduces the probability of the individual having completed 

Table 7.3  Coefficients and marginal effects for the proportion of individuals of 
13 years of age that were working and had 7 years of elementary school com-
pleted, by state, between 1993 and 2015

Variables Coefficient Marginal effect

Constant −5.432895a

(1.069411)
Child labour −0.9901942a −0.0098333

(0.3500811)
Countryside 0.4092675 0.0040643

(0.4618371)
ln_family income per capita 0.1593857 0.0015828

(0.1692698)
Teacher’ schooling 0.3552717a 0.0035281

(0.0334351)
student_teacher 0.004213 0.0000418

(0.0044913)
student_adult −2.391406a −0.0237483

(0.469237)
Number of observations 593
R-squared 0.9358

Source: Prepared by the author
The regression is conditional on the state and year dummies
The regressions are weighted by the cell size
aSignificant at 1%
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7 years of schooling at 14 years of age by 1 percentage points. That is, we 
practically found the same results that we found before. In addition, this 
result is statistically significant at 1%.

7.5	 �Conclusion

In this chapter, we estimate the effect of child labour on students’ school 
performance using an indicator that shows those who had 7 or more 
years of complete study at 14 years of age. The results obtained show that 
the work has a negative effect on the likelihood of an individual having 7 
or more years of complete study.

This is not the first research that found this relationship between child 
labour and school performance; other authors have already found similar 
results. However, the differential of this work is that it considers the vari-
ables related to the quality of education in Brazil. In addition, by using a 
data set that varies over time, it is possible that this model is capturing 
changes in the educational system over time and with respect to possible 
changes in the states.

This result suggests that child labour is detrimental to the future of 
these children, since schooling is strongly related to the future income 
of individuals. Furthermore, our indicator looks only if that individual 
reached the eighth grade (when we consider 8  years of elementary 
school) but does not measure individuals’ abilities in the contents of 
each grade. In Brazil, unfortunately, it is common for a student to pass 
the year without knowing all the basic content of the grade. That way, 
having reached the eighth grade does not necessarily mean that he or 
she knows all the content, which can further hamper his future 
development.
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�Annex: Educational generation

1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

G1 1° 4° 7° E
G2 1° 4° 7° E
G3 1° 4° 7° E
G4 1° 4° 7° E
G5 1° 4° 7° E
G6 1° 4° 7° E
G7 1° 4° 7° E
G8 1° 4° 7° E
G9 1° 4° 7°
G10 1° 4°
G11 1° 4°
G12 1° 4°
G13 1°
G14 1°
G15 1°
G16
G17
G18
G19
G20
G21
G22
G23
G24

G1 = Generation of those born between July 1977 and June 1978. In 1985 this 
generation would have to be 7 years old and would be entering the first grade 
(when we consider the elementary school of 8 years) or second year (when we 
consider the elementary school of 9 years). For this generation, 1992 shows the 
proportion of individuals of 14 years old who had completed 7 or more years of 
elementary school; … G24 = Generation of those born between July 2000 and 
June 2001. In 2008 this generation would have to be 7 years old and would be 
entering the first grade (when we consider the elementary school of 8 years) or 
second year (when we consider the elementary school of 9  years). For this 
generation, 2015 shows the proportion of individuals of 14 years old who had 
completed 7 or more years of elementary school

E = Proportion of the individuals of 14 years old who had, at least, 7 years of 
elementary school completed

1°, 4°, 7° = Years used of the PNAD to calculate the mean value of control variables
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2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

E
7° E

7° E
7° E

4° 7° E
4° 7° E

4° 7° E
1° 4° 7° E

1° 4° 7° E
1° 4° 7° E

1° 4° 7° E
1° 4° 7° E

1° 4° 7° E
1° 4° 7° E

1° 4° 7° E
1° 4° 7° E
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8
Implications of Child Labour Earnings 

for Household Well-Being in Cameroon

Fabien Sundjo

8.1	 �Introduction

According to the World Bank (2006), the fraction of people living with 
less than a US dollar per day rose from 45% to 46% from 1990 to 2000 
with most of them located in sub-Saharan Africa (SSA). Being a sub-
Saharan African country, Cameroon does not in anywhere escape from 
this depicted poverty image. Whereas, 10 years before the middle of the 
1980s, she registered a sustained annual average growth of 7% 
(Government of Cameroon 2003), it should however be noted that since 
then this has not always been the case, due to severe economic and social 
crises that affected the country after 1986. This crisis was caused by sev-
eral factors, among which are the fall in world prices of agricultural 
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products and other commodities (Epoh 2010), the depletion of income 
generation resource (oil) and the overvaluation of the CFA franc against 
the US dollar1 (Baye 2006).

This led to the deterioration of several economic indicators as the 40% 
drop in per capital consumption between 1985–1986 and 1992–1993 
that accompanied the fall in income (Baye 2010), the rise in external debt 
between 1984 and 1992 (Mbanga and Sikod 2002) and the turndown of 
investment in the same period from 27% to about 11% of GDP 
(Government of Cameroon 2003). The freeze in increments and recruit-
ment in public services increases unemployment rates and underemploy-
ment (Baye 2010) which perpetrated poverty among households. HIV/
AIDS compounded the issue by either increasing adult death rate (NIS 
2008) or rendering adults economically less productive. All these further 
deteriorated the well-being of households in Cameroonian.

In order to augment the well-being of her citizens, Cameroon adopted 
the World Bank and the International Monetary Fund (IMF) Structural 
Adjustment Programme (SAP) which turned out to aggravate an already 
worst situation. Several other poverty reduction strategy plans that could 
fit the context of Cameroon were initiated and activated (Government of 
Cameroon 2003) such as the poverty reduction strategy paper (PRSP) 
and the 2009 growth and employment strategy paper (GESP).

Despite all these strategies, poverty remains a hard nut to crack (NIS 
2008; Epoh et al. 2011). According to the 2007 Cameroon household 
consumption survey (CHCS), about 40% (7.1 million) of the popula-
tion still live below the minimum necessary for survival. The poverty 
depth2 is associated with a poverty intensity of nearly 31%, indicating a 
shortfall of 83,500FCFA per year for an average poor person. In this light 
poverty could have been eradicated by the government in 2007 if she 
could transfer a sum of roughly 433 billion FCFA3 to the poor. Such a 
mechanism to eradicate poverty is elusive in the context where the 

1 Reference here is made to the 1985 exchange rates.
2 Which measures the gap between the average annual expenditure per adult equivalent consump-
tion of poor households and the poverty line is 12.3%.
3 Since the 7,131,000 poor within the entire territory in 2007 corresponds to 5,211,000 when the 
adult equivalent scale is considered.
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government had barely been coping with budgetary deficit that once led 
to the slashing of civil service salaries by 60%.4

Being aware of the impossibility for public authorities to transfer 
the annual shortfall of 83,500FCFA to an average poor person in each 
poor household, the poor households have turned to the informal sec-
tor by employing coping strategies irrespective of whether they are legal 
or illegal. Among these, they have considered all the members of the 
household as an important asset in the eradication of household poverty 
(Guarcello et  al. 2006). Children are no longer considered as “passive 
objects”, but as active members of the household who can influence both 
household conditions (Ben-Arieh 2006) and those of their own peers 
(Manacorda 2006).

In such a context, some parents no longer considered child labour as a 
delinquent activity, but as training the child with survival skills (Grootaert 
and Kanbur 1995) with immediate benefit in cash or kind that contrib-
ute to household well-being (Basu and Van 1998). Such convictions have 
increased the incidence of economically active children in Cameroon. 
Economic activity in children covers most of the work done by them, 
whether they work for the labour market or not, they are paid or not, 
they work part-time or full-time, and it is casual or regular and legal or 
illegal, and it does not include work done at home or at school. While 
ILO estimated the incidence of child labourto be 23.7% in 2000, in 
2010 the rate was 31% according to the UNICEF statistics.

While Psacharopoulos (1997), Menon et al. (2005) and Basu and Van 
(1998) consider child labour resources as a vital component for house-
hold survival5 and are sometimes used as a strategy to minimize the risk 
of interruption of the income stream of the household, authors like 
Canagarajah and Coulombe (1997) and Nielsen (1998) reject this idea. 
They consider child income to be too small to affect well-being as chil-
dren in most cases are paid less than adult for the same task. In addition, 
Bhalotra and Heady (2003) showed that in Peru and Pakistan the well-
being6 improving hypothesis was not confirmed.

4 This occurred in 1993.
5 With this reaching 50% in some areas as noted by Cockburn 2000.
6 Well-being was implicitly considered through poverty.
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On the bases of the above background and variety of findings, it is 
evident that the effect of child labour on household well-being is incon-
clusive, suggesting that results are certainly context specific. The key 
question tackled in this study is: What is the effect of child labour 
resources on both objective and subjective household well-being in 
Cameroon? From this research question, the major objective of this study 
is to evaluate the effects of child labour resources on both objective and 
subjective household well-being in Cameroon. Specifically, it scrutinizes 
the possible influences of:

•	 Child labour wage on household objective well-being
•	 Child labour wage on household subjective well-being

In order to achieve these specific objectives, all other things being 
equal, we test the following hypotheses:

•	 Child labour wage enhances household objective well-being.
•	 Child labour wage enhances household subjective well-being.

The importance of such a question, in the context of Cameroon, is 
policy wise relevant as responses will inform us whether or not child 
labour is necessary for household subsistence and will enable us to start 
understanding why parents continue to ignore conventions against child 
labour. If the subsistence argument is binding, then policies that advocate 
the total eradication of child labour from child’s rights perspective need 
to be reconsidered in the Cameroon context. Otherwise, child labour is 
more of a cultural than economic problem. If this is the case, then human 
rights arguments based on the enforcement of child labour laws are nec-
essary. In addition, the deprivation theory argues that the employed can 
be assimilated with higher well-being, while the incentive theory asserts 
they have lower well-being as they may not voluntarily decide to work. 
Answers from the present research will reveal the maxim that matches the 
context of Cameroon, especially as more than half of the population is 
made up of the under 18 (NIS 2008).

The postulation that child labour is detrimental to children’s develop-
ment underpins both the theoretical literature and the policy debate. For 
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instance, from the policy perspective, there is a general view that the 
worldwide returns to eliminating child labour are very large (ILO 2003). 
Despite the idea that child labour can contribute to household well-being, 
the evidence that rigorously quantifies the positive consequences of child 
labour on the child or household is scarce in Cameroon, partly because 
neither Cameroon Household Consumption Survey I nor II contained 
issues on child labour. However, thanks to the relatively recent CHCS III, 
such an investigation is possible. Revisiting this issue using the individual 
level data from the 2007 (CHCS III) carried out by the National Institute 
of Statistics (NIS) is important. The difference between the CHCS of 
2007 and CHCS of 1996 and 2001 is substantial. However, with respect 
to our study, the striking difference relies on the observation that children 
from the ages of 5 to 17 were included for the first time, with the prime 
objective, the understanding of the phenomenon of child labour. This 
study will, therefore, address this research gaps in Cameroon and will set 
an academic springboard for future studies.

The rest of the chapter is organized as follows. Section 2 reviews the 
literature; Sect. 3 presents the measurement issues and model specifica-
tion, while Sect. 4 highlights the estimation-related issues. Section 5 
describes the data. The expected results and the dissemination strategies 
are presented in Sect. 6.

8.2	 �Literature Review

While there are remarkable empirical literatures on child labour, espe-
cially those focusing on descriptive statistic (Bequele and Boyden 1988; 
Addison et al. 1997; and the reference therein), they can, however, be 
criticized for being unable to provide adequate information on why 
children work. This may result from insufficient data on working and 
nonworking children, as well as on household and community 
characteristics.

These shortcomings have, however, been resolved with the advent of 
household survey data, which facilitates empirical investigations. Among 
child labour studies that exploit household surveys are Lloyd, Cigno et al. 
(2000), DeGraff et  al. (1993), Kambhampati and Rajan (2004) and 
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Bonnet (1993). These authors, however, did not lay emphasis on house-
hold assets nor on household poverty which is an important problem in 
developing countries. For instance, Lloyd and Cigno et al. (2000) laid 
emphasis on household size, while DeGraff et al. (1993) focused on fer-
tility-related issue, and Bonnet’s (1993) centre of attention was the debt 
incurred by parents. Nonetheless, with the exception of debt incurred, 
household size and fertility-related issues are relatively pertinent in the 
developing country context. This notwithstanding, poverty has remained 
the most common and most substantial problem in developing countries 
(Ravallion and Wodon 2000; NIS 2008; Epoh et al. 2011) and could be 
the root of child labour.

Getting closer to address issues relating child labour to poverty are 
Bhalotra and Heady (2003), Yunita (2006), Sharif (1994), Basu and 
Tzannatos (2003) and Basu et al. (2007) who all explore the issue of pov-
erty while focusing on household land wealth in the context of child 
labour. Considering the absence or smaller quantity of land as an indica-
tor of poverty, Yunita (2006) and Bhalotra and Heady (2003) found out 
that the quantity of land was positively associated with child labour. 
Sharif ’s (1994) study however did not confirm this, and he argued that as 
the amount of household wealth (land) increases the family ceases to 
operate their own lands and rent them out. For Basu and Tzannatos 
(2003), this relation was neither positive nor negative as they observed an 
inverted U-shaped relation between land, wealth and child labour. Using 
the quantity of land as a measure of poverty does not sound pertinent in 
the context of our research question. This is because while a working 
child can contribute to household subsistence resources that can enhance 
household well-being, child labour resources are likely not to be enough 
to acquire more land.

Studies that explicitly pick up the poverty hypothesis can be classified 
into two main categories: those that stress that resources from child 
labour are vital for family survival, hence justifying child labour to be 
poverty driven, and those that reject this claim. In the first category, 
Chiwaula (2010), Okpukpara and Odurukwe (2006), Blunch and Verner 
(2000) and Ray (2000) all found a positive relation between poverty and 
child labour in Malawi, Nigeria, Ghana and Pakistan, respectively. This 
clearly shows as indicated by Chiwaula (2010) that the likelihood of 
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participating in child labour increases as household consumption falls. 
This suggests that children work to enhance household well-being.

While in Paraguay child labour contributes to about one-third of 
household income, an amount definitely not negligible, in Bolivia it con-
tributed to 13% to total household income on average (Patrinos and 
Psacharopoulos 1994). In the same vein, and using a survey of 110 house-
holds, Sharma and Mittar (1990) showed that child labour income in 
India was very substantial as they contributed above 20% in two-thirds 
of the households and more than 40% in one-fifth of the households. In 
effect, it was found out that the number of households below or on the 
poverty line having the minimum necessary for survival was increased 
when the child labour income was retrieved from household income. As 
such child labour income is capable of uplifting a household from below 
the minimum necessary for survival to this minimum or even above 
(Sharma and Mittar 1990).

In the same context, the self-insurance strategy was tested by Jacoby 
and Skoufias (1997), Jensen (2000) and Beegle et al. (2006). They con-
firmed the self-insurance strategy. In effect, children were all removed 
from schools and sent to the labour market when an unanticipated crop 
failure due to insect or fire accident occurred. This confirms the result of 
Basu and Van (1998) in which child labour contributions are necessary 
and substantial. In Brazil, while child labour contribution lies between 
10 and 30% for approximately 50% of the sample (Kassouf 1998), in 
Paraguay, Myers (1989) showed that child labour income contributed at 
least half of the household income for 50% of the household. The ques-
tion remains whether these contributions in cash or in kind effectively 
ameliorate household well-being.

The second category of literature regroups authors who fail to affirm 
that child labour resources can augment household well-being. In this 
direction, Grootaert and Kanbur (1995), Nielsen (1998), Bhalotra and 
Heady (2001), Beegle et al. (2006), Kassouf (1998) and Jensen challenge 
the conventional wisdom that child labour emerges from poverty. 
Evidence exists to which children may work just to gain independence 
and not because of family poverty. This is explicit in the work of Delap 
(1998) in urban Bangladesh as sited by Bhalotra (2000). In such a 
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context, child labour cannot increase household income and has nothing 
to do with household well-being.

Most studies that find household incomes uncorrelated with child 
labour are confronted with some unresolved estimation issues (Ray 
2000).7 Firstly, child labour income may not contribute to household 
income simply because children may be paid in kind rather than in cash. 
This is evident in Cameroon where children work sometimes for 18 hours 
per day for payment in kind (LUTRENA 2003),8 with some of them 
receiving 3000 CFA francs9 per month according to the 2003 LUTRENA 
study. Secondly, most studies in their specification consider household 
income or household poverty as being exogenous. As noted by Bhalotra 
(2000), this can create a positive bias in the OLS coefficients. This prob-
lem can be solved if appropriate instrumental variables are used (Bhalotra 
2000) or by tracking children in the same house over time (Edmonds 
2007). An attempt will be made in view to resolve these problems in the 
present study.

8.3	 �Measurement Issues 
and Model Specification

8.3.1	 �Measurement Issues

Child wage to be used in the estimation is the imputed wage from child 
labour activity extracted from the 2007 CHCS. As child labourers, we 
shall consider only economically active children. Economic activity in 
children covers most of the work done by them, whether they work for 
the labour market or not, they are paid or not, they work part-time or 
full-time, and it is casual or regular and legal or illegal. It does not include 
work done at home or at school. For the interest of this study, we fol-
lowed the definition of economically active children. Nevertheless, we 

7 He tried to solve this by retrieving child income from household income.
8 A survey by the Subregional Project for the Fight against the Trafficking of Children in West and 
Central Africa (LUTRENA).
9 1 US dollar = 500 CFA F on average.
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ignored unpaid work as we were interested in the effect of paid work on 
household well-being. This is because the 2007 CHCS explicitly posed a 
question based on the amount received in monetary terms by the child, 
if any. To capture the outcome variable of household well-being, two 
indicators will be used.

First, we propose to use an objective measure of well-being, in which 
well-being is considered as “a measure or degree of people security with 
the vital blessings, means of existence”. This is what is referred to in the 
literature as economic household well-being with annual consumption 
expenditure per adult equivalent acting as its proxy (Slesnick 1998) and 
includes purchase and auto consumption.

This economic household well-being will be constructed at three 
stages; firstly, it is calculated at the household level. Then, in the second 
stage, it is normalized by dividing by the number of adult equivalence in 
the household so as to account for the differences in household composi-
tion. Finally, the resultant is then divided by a spatial deflator that takes 
into account differences in the cost of living between regions. This indica-
tor is better than household income and permits the rating to be objec-
tive and hence adequate for comparison across individuals, households or 
regions.

Nevertheless, the consumption-based proxy considered by economists 
to be the best has been criticized by Alkire, Sen (1999), Diener and 
Seligman (2004), Ryff, Diener (2000) and Perry. Sen (1999) and Perry 
argue that it relies more on the means than on well-being itself. A life well 
lived is linked to personal happiness or feeling and must be evaluated 
based on a subjective approach (Ryan and Deci 2001). The merit of the 
subjective indicator is that it is multidimensional as it involves social, 
psychological, economic, cultural, physical and environmental dimen-
sions. This indicator is important, as calculated annual consumption 
expenditure per adult equivalent might be high, while the household 
believes they are not better off (Sen 1999). In this light we shall add 
household subjective well-being indicator which is related to how indi-
viduals themselves judge their own well-being.
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8.3.2	 �Model Specification

We depart from the general specification in the child labour literature in 
which child working status or hours worked is modelled as the dependent 
variable (Baland and Robinson 2000; Patrinos and Psacharopoulos 1994; 
Okpukpara and Odurukwe 2006; Sasaki and Temesgen 1999). The esti-
mation of the relationship between household well-being (objective and 
subjective) and child wage will be based on the following empirical model 
of household well-being determination:

	

W X CWcf = + +δ β ε

	

(8.1)

where Wcf represents well-being which could be subjective (self-assessed 
well-being) or objective (captured by annual consumption expenditure 
per adult equivalent) during estimation. X is a vector of exogenous covari-
ates such as individual, household, community and regional characteris-
tics, and δ is a vector of parameters including the constant term and those 
of exogenous explanatory variables that correlate with Wcf . β is the param-
eter associated with the endogenous “treatment variable”10 child labour 
wage (CW), while ε is the error term. In order to estimate Eq. (8.1), we 
propose to use an econometric technique that takes care of potential esti-
mation issues.

8.4	 �Estimation Issues

Regressing Eq. (8.1) by OLS will yield biased estimates and hence err 
policy recommendations if endogeneity, heterogeneity and intra-house-
hold correlation problems are not considered and handled with care. 
Endogeneity can emerge from the likelihood that well-to-do households 
may have children who are well equipped calorie wise and therefore able 
to handle income-generating tasks in family firms or even out of home. A 

10 See Strauss and Thomas (2007).
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well-fed child can participate in child labour for longer hours, and if pay-
ment is linked to the number of hours worked, they will definitely gener-
ate sufficient income. In the same vein, a working child, due to payment 
in kind or cash, can contribute in the amelioration of the household well-
being (Basu and Van 1998; Edmonds 2007 and Manacorda 2006). This 
suggests a bidirectional link between household well-being and child 
labour wage, hence posing the problem of simultaneity.

Further, the difficulties and complexities in understanding and defin-
ing child labour and hence child wage can be another source of endoge-
neity. In such a case, respondents especially children are likely not to give 
precise values of child wage leading to measurement errors11 that can 
further compound the endogeneity issues. To handle these endogeneity 
problems, Dammert (2005) and Duryea and Arends-Kuenning (2003) 
applied a mechanical approach that retrieves from household well-being 
any child labour income. While this approach can deal with mechanical 
endogeneity, Edmonds (2007) however highlights that this does not solve 
broader endogeneity problems.

Another estimation problem that is likely to surface is heterogeneity 
bias from unobserved preferences that influence the choice of current 
household well-being inputs (Schultz 2008; Rosenzweig and Wolpin 
1980). In the household well-being production function, the issue of 
heterogeneity may originate from exogenous well-being factors that are 
not observable by a researcher but are however known to the individual 
household (Rosenzweig and Schultz 1983; Kabubo-Mariara et al. 2009). 
For instance, the observation that the family’s current well-being input is 
a choice variable is likely to introduce heterogeneity bias in the household 
well-being function.

In addition, self-assessed well-being depends on respondent assessment 
and hence on factors specific to the individual. Further, the link between 
household well-being and child wage is such that poor household will 
differ from rich ones in several ways and disentangling these is difficult 
(Edmonds 2007). Finally, the amount of wage contributed by each child 
for household well-being will be ruled by his instincts which can be 
egoistic or altruistic. In this case, individual-specific covariates are intended 

11 The measurement error that causes endogeneity in this case is that linked to child labour.
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to incorporate observation-specific effects (Greene 1993). As noted by 
Kabubo-Mariara et al. (2009) and Rosenzweig and Schultz (1983), this 
exogenous well-being heterogeneity definitely will produce deceptive 
results as well as policy inference.

Intra-household correlation is another potential problem as members 
belonging to the same household are more likely to be similar than non-
members with regard to several measures. This does not only reduce the 
effective sample size but influence the standard errors of the estimates, 
hence rendering significance tests invalid. Arceneaux (2005) points out 
the need to correct the standard error by accounting for the idea that 
individuals within clusters share unobserved characteristics. If one fails to 
account for endogeneity, heterogeneity and intra-household correlation 
issues, in the estimations, estimates will be unreliable (Mwabu 2009; 
Rosenzweig and Schultz 1983). In the midst of all these, ample effort will 
be allocated to deal with these issues. From Eq. (8.1), to resolve these 
estimation problems, we propose to make use of a reduced form equation:

	 CW Z= +γ ξ 	 (8.2)

Where Z is a vector of exogenous variables that includes X covariates in 
Eq. (8.1) and a vector of instrumental variables. γ represents a vector of 
parameters including the constant term and those of exogenous explana-
tory variables that correlate with child wage, while ξ is the error term. The 
reduced form Eq. (8.2) will be run using the OLS estimator and the resul-
tant residual, ξ̂ , predicted.

In this context, Eq. (8.1) will be augmented with the fitted residual, ξ̂ , 
from Eq. (8.2) and run as the two-stage least squares (2SLS). This 
approach will yield consistent estimates if unobserved variables are linear 
in ξ̂ . Nevertheless, this approach does not take care of any potential non-
linear interactions of unobservable variables with the household eco-
nomic well-being, hence the advantage of the control function approach 
over the IV technique.

Regarding the heterogeneity-related problem, we shall employ the 
control function approach (CFA) used for the first time by Garen (1984) 
in the schooling context. The standard IV approach does not eliminate 
the influence of the heterogeneity in all situations (Garen 1984). The IV 
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technique produces biased and inconsistent estimates when the unob-
servable in the economic well-being function conditional on the instru-
ments does not depend on the instruments (Kabubo-Mariara et al. 2009).

In this light, we employed the CFA (Garen 1984; Mwabu 2009; Baye 
and Fambon 2009) which is based not only on inserting the residual 
from the child wage reduced form equation into Eq. (8.1)12 but equally 
on the insertion of the interaction of the fitted residuals with the poten-
tial endogenous variables CW. This will then purge any effect of the 
unobservable and permits child wage to be treated as an exogenous vari-
able in the household well-being function. This gives rise to the control 
function in Eq. (8.3):

	
W X CW CWcf = + + + ∗ +δ β λξ υ ξ µˆ ˆ .

	
(8.3)

λ and υ are the parameters associated with the fitted residual and the 
interaction term, while μ is the error term. The term ξ̂  represents the 
estimated residual from the child wage treatment equation in Eq. (8.2), 
and CW ∗ξ̂  represents the interaction term portraying the idea that the 
unobservable varies non-linearly with child wage. All these are control 
function variables because they control for any effect from unobservable 
factors that would otherwise bias the coefficients of the structural param-
eters (Ajakaiye and Mwabu 2007). As noted by Card (2001), the interac-
tion term purges any endogeneity bias if the unobserved component is 
linear in the child wage residual. The non-linear indirect effect of child 
wage on well-being is captured by vξ̂ .

Different estimation techniques will be used to run Eq. (8.3) depend-
ing on whether we are dealing with objective or subjective well-being. In 
the case of objective well-being, Eq. (8.3) is run using the OLS approach 
when well-being is captured by the annual consumption expenditure per 
adult equivalent. In the case of subjective well-being, using the popular 
multinomial probit or logit model fails to account for its ordinal nature, 
while the ordinary regression will err in the opposite direction 
(Greene 1993). In addition, because subjective well-being depends on 

12 As in the case of the IV approach.
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respondent’s assessment and hence on factors specific to the individual 
and can be ordered, we shall privilege an ordered response model for the 
estimation (Zovoina and McElvey 1975) which had its origin in biosta-
tistics (Aitchison and Silvey 1957). It appears reasonable to use ordered 
probit, assuming that “very satisfied with life” is better than “not very 
satisfied” which is in turn better than “not just satisfied with life”.

With subjective well-being, Eq. (8.3) is therefore run using an ordered 
probit technique. In both cases estimation of Eq. (8.3) will be done in a 
stepwise fashion: (1) resolving no econometric problem, (2) addressing 
the problem of endogeneity and (3) addressing both the endogeneity and 
unobserved heterogeneity biases. In the initial version, the control func-
tion variables are ignored. In the IV version, the interaction term is 
ignored. In the control function version, all the variables in Eq. (8.3) are 
included.

8.5	 �Presentation of Data

The data used for this analysis is the 2007 Cameroon household con-
sumption survey (2007 CHCS) collected by the government statistics 
office (National Institute of Statistics). This survey covers the national 
territory and involves all regular13 households and its individuals. It 
includes, among others, housing characteristics, socio-demographic 
characteristics,14 economic activities, perception of poverty, household 
consumption and most importantly child labour-related data. Though 
two other surveys had been carried out by the NIS in 1996 and 2001, we 
however shall privilege the 2007 survey, not necessarily because it is the 
most recent survey but because (1) the number of household surveyed 
increased to 11,391 as opposed to 1700 and 10,992 households in 1996 
and 2001, respectively; (2) it incorporates child labour–related issues not 
found in the other surveys; and (3) the 1996 survey had 300 nomenclature 

13 This is used in order to oppose it from collective households that include boarding, barracks, 
hospitals and convents.
14 Household composition, health, education and employment of household members.
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consumer products against at least twice for the 2007 survey. The 
advantage of this is that it incorporates nearly all items necessary for 
household well-being.

In addition, while most child labour studies focused on child working 
status partly because child labour data failed to account for child labour 
intensity, the 2007 CHCS gives a value added to this study as it explicitly 
explores the issue of child wage and hours worked. As concerned instru-
ment, we shall use children employment rate per region which will be 
gotten from the Survey on Employment and the Informal Sector (SEIS) 
carried out in 2005.

8.6	 �Empirical Results

8.6.1	 �Descriptive Statistics

Table 8.1 reveals the relationship between subjective poverty status and 
child activity options. It is evident from the table that the incident of 
participating in the work-only option increases as a family feels she has 
become poorer. This is in confirmation with Basu and Van (1998) study. 
This may suggests that when income falls below the minimum necessary 
for survival the likelihood for children to work in order to augment 
household income which ameliorates household subjective well-being is 
increased. In addition as postulated by the literature (Patrinos and 
Psacharopoulos 1995 and Nielsen 1998), the proportion of children 
combining school and child labour is higher in very poor households 
than in rich ones. In the same vein, the proportion of children who study 
only is increased as the family feels they are better off, further suggesting 
that children are likely to be retrieved from work places when the family 
goes above the minimum necessary for survival.

The seminal work of Basu and Van (1998) postulates that the main 
reason behind child labour is poverty and that its contribution is substan-
tial for family survival. The present data to some extent seems to confirm 
that child labour is poverty driven as the number of hours worked by 
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children in household located in the first quartile of consumption expen-
diture is the highest (24.01%) as indicated in Graph 8.1. If work per-
formed by children generates payment in cash or in kind, then longer 
hours worked will certainly imply enough resources for survival for these 
families. Compared to other households in other quartiles, the impor-
tance of these resources is certainly vital for the household belonging to 
the first quartile of consumption expenditure. This might justify the lon-
ger hours worked for this category. Nevertheless, because the trend does 
not persist, the effect of the contribution from these longer hours worked 
to household well-being remains a major reason for econometric analysis.

Table 8.1  Child activity options and household subjective poverty status

Poverty status

Child activity options

No activity Study only Work only Work and study

Very poor 3.48 58.11 6.57 31.84
Poor 2.68 61.58 6.07 31.84
Rich 2.75 74.85 3.65 18.75
Total 2.85 65.63 5.31 26.21

Source: From the author’s calculation using the CHCS 2007
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household consumption expenditure quartiles. Source: From the author’s calcula-
tion using the CHCS 2007
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The indicator of how much collinearity that a regression analysis can 
tolerate (tolerance) and the indicator of how much of the inflation of the 
standard error could be caused by collinearity (VIF) suggest in Table 8.2 
that interrelationship among the various variables is not a cause for con-
cern as both tolerance and VIF value pass the rule of thumb (Statistical 
Consulting Group)15 of 0.1 or less and 10 or greater, respectively.16 This 
suggests that resulting coefficients are free from inflated standard errors 
due to multicollinearity.

8.6.1.1  �Household Objective Well-Being and Child 
Wage Results

The results of the various models are presented in Table 8.3, and their 
respective Chi-squared values indicate that the predicators are significant. 
From Table 8.3, it is evident that the size of the effect of various predica-
tors on household well-being is not independent of the method used. For 
instance, the effect of child wage, child age and livestock ownership varies 
as we move from the OLS model to the IV model. In effect, the estimated 
effect of child wage on household well-being increases greatly from the 
OLS method to the IV technique and from the IV model to the CFA. In 
this light appropriate care needs to be taken to select the right model if 
reliable policies are to be inferred.

8.6.2	 �Regression Results

The coefficients associated with the reduced form child labour wage in 
both 3a and 3b of CFA are statistically significant with t-ratio = 4.63 and 
3.03, respectively. This indicates that child wage is endogenous to well-
being. From these coefficients it is evident that both the IV model and 
the CFA have a value added compared to the OLS method. In addition, 
as we move from the OLS model, the R-squared which measures how the 

15 Introduction to SAS UCLA: Statistical Consulting Group from http://www.ats.ucla.edu/stat/sas/
notes2/ (accessed November 24, 2007).
16 It is a call for concern if tolerance is 0.1 or less and when VIF is 10 or greater, respectively.
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independent variable explains the variation in the dependent variable is 
increased, further fortifying the superiority of the IV and CFA over the 
OLS estimator.

We employ the CFA of column 3b so as to address any heterogeneity-
related issues (Mwabu 2009). The interacted term, child wage and the 
reduced form child wage residual, meant to purge the estimate of any 
effect of heterogeneity is statistically insignificant, suggesting that hetero-
geneity issues arising from interaction of child wage with unobserved 
determinants of household well-being are not a serious problem. In addi-
tion, the by-hand insertion of the residual and the interacted term into 
the household well-being function can greatly influence the estimates 
due to collinearity between the correction terms from the reduced form 
child wage equation and other regressors. The consequence of this is the 
resultant inflated standard errors of estimates from both 3a and 3b.

As expected the coefficients from the IV model are identical to those in 
3a suggesting that we could interpret any of the models. Nevertheless, we 
privileged the results of the IV model for two reasons. Apart from 
accounting for endogeneity problem, the adjustment of the inflated stan-
dard errors of estimates is automatically accounted for in the IV estimator 
in Stata statistical package. This is not the case in 3a. While the difficulty 
of having completely valid instruments remains an issue in the literature, 
our instruments used though not strongly valid, they are, however, suffi-
ciently strongly correlated with child wage, and the under-identification 
test suggests that there is no need for further instruments.

Results from the IV model justify the idea that when the household 
head is a female, the well-being of the household is lower compared to 
households headed by a male. This does not challenge conventional wis-
dom as it is often believed that men in a traditional society are physically 
stronger and hence capable of carrying out very difficult tasks to take care 
of the family. This is why in traditional societies widow-headed families 
are often regarded as needing more help than any other family. In addi-
tion families whose heads had never been to school or are not currently 
working have lower household well-being. These results are consistent 
with previous research indicating the importance of education for the 
family well-being (UNESCO 1994; Romer 1986; Lucas 1988; 
Becker 1992 and Behrman and Wolfe 1989 and the references therein). 

8  Implications of Child Labour Earnings for Household… 
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As indicated by Cain and Mozurnder (1980), our results confirm the idea 
that household income instability is another important issue that can put 
household well-being at stake.

While several researches have indicated the significant importance of 
child labour resource in contributing to household well-being (Sharma 
and Mittar 1990; Patrinos and Psacharopoulos 1994 and Basu and Van 
1998), our results seem not to confirm this in the case of Cameroon. The 
results show that child wage is not sufficient to augment household well-
being. On the contrary it diminishes household well-being. This rejects 
the hypothesis of the deprivation theory, which argues that the employed 
can be assimilated with high well-being. Nevertheless, the results support 
the incentive theory which argues that workers may have lower well-
being as they may not voluntarily decide to work.

This suggests that though children work for long hours as adults, 
what they receive as payment in cash or in kind is far less than that of 
adults for the same work done.17 This is evident in Cameroon where 
the ILO and the Cameroon government study of 2003 showed that 
children work for very long hours for only 3000 CFA francs18 per 
month for most of them. This sum is certainly unable to cover even the 
calories lost from child labour and therefore unable to improve house-
hold well-being. Another reason for this result could likely be that 
working children do not bring the obtained resources home for the 
entire household.

Though our results do not corroborate those of Sharma and Mittar 
(1990), they are however similar to those of Delap (1998), Bhalotra and 
Heady (2003) and Menon (2005). This result rejects the illusive belief 
of parents that child labour resources contribute to household well-
being. Hence results support evidence in Delap (1998) to which chil-
dren may work just to gain independence and not because of family 
poverty.

17 This is evident in Cameroon where children work sometimes for 18 hours per day for 3000 CFA 
francs per month (LUTRENA, 2003).
18 1 US dollar = 500 CFA F on average.

  F. Sundjo
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8.6.2.1  �Household Subjective Well-Being and Child Wage 
Results: Ordered Probit Model

Results in Table 8.4 indicate that the size of the effect of child wage on 
household subjective well-being is method dependent. Nevertheless, the 
significance of child wage residual suggests that child wage is endogenous 
in the household subjective well-being function. The estimates from the 
IV estimator therefore seem appropriate, for policy implication. In addi-
tion to test for model specification, we applied a regression equation 
specification error test (RESET). To implement this, we saved the pre-
dicted values from the regression in column 3, took it square and re-
estimated the model with this new variable added as an extra explanatory 
variable. This test gave a Chi-squared statistic of 1.72 with a p-value well 
above conventional significance levels (p=0.1899) indicating that there is 
no evidence of miss-specification. This further fortifies the results for 
policy implications.

As in the case of objective well-being, results suggest that individuals 
in households where parents are females and uneducated are likely to 
report very poor self-assessed well-being. In addition, the more the house-
hold income is unstable, the higher the likelihood of reporting very poor 
well-being status. Child labour wage does not augment subjective house-
hold well-being. The result shows that the effect of child wage is insignifi-
cant. This result questions the veracity of the theoretical framework of 
Rosati and Rossi (2001) in which parents compare the maximum utility 
under the regime when the child is only working to the regime where he 
is only schooling and select the one that yields the highest welfare 
(Table 8.5).

8.7	 �Conclusion and Policy Implications

Investigating if child wage contributes to family well-being is vital for 
formulating policies to curb child labour especially when the effect is 
positive, as a legal ban of child labour in the context of poverty may push 
children out of their families into the streets. The objective of this chapter 
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was to empirically exploit the claim that child labour resources are well-
being enhancing. Nevertheless, in order to avoid any unreliable policy 
implication, we used two indicators of well-being, and after addressing 
potential endogeneity and heterogeneity, we came to a conclusion that 
heterogeneity is not a serious issue in our data. Conscious of the fact that 
miss-specification can err our result, we used the RESET and found out 
among others that child wage does not in any way increase the well-being 
of the family.

Policy wise these results suggest that a legal ban of child labour is likely 
to be more beneficial than harmful to the families. Therefore the hypothesis 
postulated in the literature according to which a legal ban of child labour 
may on one hand push children out of their families onto the streets and 
on the other hand put families at starvation risk is not confirmed in the 
context of Cameroon. On the bases of these results, the 1992 Cameroon 
labour code placing a legal restriction on the employment of children 
needs to be reinforced. In addition, to ameliorate household well-being in 
the future, today’s children who are tomorrow’s family heads should be 
encouraged to go to school as household well-being significantly depend 
on whether the household head attended a school or not.
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Most of the studies on child labour in India employ a legal positivist 
approach while determining the incidence of child labour across social 
groups. Even as ethnographic studies on Scheduled Tribes (STs) highlight 
the distinct cultural nature of their work practices, most of the analyses 
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restricted to a utilitarian bias, which often uses poverty as a justification 
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it is condoned on the basis of tradition while engaging in an altruist 
assumption within such a social system.

This chapter analyses the nature of child work in the Bakkarwal tribe 
in Jammu and Kashmir while locating the spatial and temporal impact of 
conflict on the traditional work practices of the aforementioned pastoral 
tribe. Unlike existing literature in Jammu and Kashmir, child work is 
contextualised using historical, cultural and social realities for determin-
ing the efficacy of law in tackling child labour in a state ridden with 
violence.

9.1	 �Contextualising Child Work in a State 
of Conflict

Even with the ratification and implementation of legislations and schemes 
such as the Child Labour (Prohibition and Regulation) Amendment Act 
(2016), National Policy on Child Labour (1987) and the Right of 
Children to Free and Compulsory Education Act (2009), the total num-
ber of child workers in India stands at 23.8 million for persons up to 
18 years of age, constituting 5% of the workforce in India (George and 
Panda 2015). Children of the age group 15–17 years are 13.7 million in 
numbers, while those between 5 and 14  years comprise 10.1  million 
(Census 2011). The decline in the magnitude of children engaging in 
work between ages 5 and 14 years in 2011 has only been from 5% in 
2001 to 3.9% in 2011. However, actual figures of child labourers in India 
would be higher as ‘migrant children and children of migrant families are 
unlikely to be included in full measure in the census’ (George and 
Panda 2015).

India possesses the second largest tribal population in the world, with 
8.2% of the total Indian population comprising tribes (Census 2011). Of 
all the social groups, the Scheduled Tribes (STs) have faced the worst 
brunt of child labour with an incidence of 6.7% as against an incidence 
of 3.9% amongst Scheduled Caste groups (Census 2011). In Jammu and 
Kashmir, 11.9% of the total population comprises Scheduled Tribes with 
over 1.49  million individuals (Census 2011). Here, the Gujjar and 
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Bakkarwal tribes are the two largest tribal groups in the state—compris-
ing 65.6%and 7.5% of the population, respectively. It is pertinent that 
the incidence of child workers in Jammu and Kashmir was highest for 
Scheduled Tribes at 6.7% (Census 2011).

Since the end of colonial rule in 1947, India and Pakistan have fought 
four wars for control over Indian-Administered Kashmir, resulting in the 
emergence of a zone of conflict (hereafter categorised as the state of 
Jammu and Kashmir). The conflict stems from the promise of a plebiscite 
at the time of the erstwhile princely state’s accession to India, in order to 
determine the will of the region’s inhabitants regarding the region’s sover-
eign status.1 In 1989, after an election which was contested to be illegiti-
mate and rigged, Jammu and Kashmir witnessed the rise of a popular 
armed movement against the Indian state leading to the deployment of 
more than 700,000 armed forces as a part of counter-insurgency 
operations by the Indian state (Duschinski et al. 2018). The implementa-
tion of legislation such as the Armed Forces (Special Powers) Act (1958) 
and the J&K Public Safety Act (1978)2 has facilitated the creation of a 
state of siege within the region, establishing what is termed as a ‘late-
modern colonial occupation’ (Mbembe 2003 in Duschinski et al. 2018) 
governed through to a ‘state of exception’ (Agamben 2005). The civilians 
face the brunt of intrastate as well as interstate hostilities over the fate of 
Kashmir. International and Kashmiri human rights organisations put the 
toll of civilian deaths at over 70,000 in Jammu and Kashmir (International 
People’s Tribunal on Human Rights and Justice in Indian-Administered 
Kashmir and Association of Parents of Disappeared Persons (2015) in 
Duschinski, H., M. Bhan, A. Zia, and C. Manmood 2018, p.2). In 2018 
alone, 61 people were killed and 250 injured in ceasefire violations 
numbering 2936 cases over the Line of Control and the International 
Border within the state, the highest in 15 years (Business Line 2019):

1 For a detailed history of Indian-Administered Kashmir’s accession to India, its impermanence and 
the special relationship with the Indian state constituted through Articles 370 and 35A of Indian 
Constitution, read Noorani (2011, 2014).
2 The Armed Forces (Special Powers) Act empowers the state to deploy its armed forces against a 
civilian population with the impunity to engage and kill, even in the absence of an executive order, 
and protects the armed personnel by restricting judicial recourse. The J&K Public Safety Act pro-
vides for preventive detention of individuals without trial. For further reading, refer to Amnesty 
International ( 2012, and CRN 2011).
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While visions of Kashmir’s alternative political futures might vary, it is clear 
that ethnic and religious communities in the state have suffered from the 
Indian government’s lack of political commitment to resolve the long-
standing dispute. Kashmir has repeatedly been used as a political tool to 
shore up nationalist sentiments in both India and Pakistan, and years of 
cross- border wars and conflict have rendered the lives of people across the 
LoC both precarious and unstable. Amid such social and political uncer-
tainties, the government, as several chapters in this volume show, has 
played a critical role in further fragmenting communities and fomenting 
interreligious unrest and anxieties. (Bhan et al. 2018, p. 6)

It is within this governmentality that there is a need to analyse the links 
between how institutions and policy frameworks interact with social and 
economic realities to regulate child work within tribes. As the socio-
economic structures in tribal communities are markedly different from 
that of the general populace, there is a need to analyse whether the scope 
and extent of labour legislation and institutional mechanisms in India are 
sufficient to deter child labour within distinct socio-economic groups. At 
the same time, locating the perspectives which shape child labour legisla-
tions become particularly pertinent to determine whether they bear the 
bias of a majority.

9.2	 �Approaching the Field

On the one hand, studies such as ones conducted by Pandit (1991), Gani 
and Shah (1998), Bhat and Rather (2010) and Bhat (2015) mainly focus 
on the predominant handicrafts industry in Kashmir for determining 
incidence and magnitude of child labour in Jammu and Kashmir. While 
providing empirical estimates of child labour, the spatially located studies 
on child labour focus on providing information regarding age, education, 
sex, health and wages of child workers. However, as the studies do not 
locate child labour across social groups, they leave a research gap to study 
child labour within tribes. On the other hand, ethnographic work on 
tribes (Sharma 2009) in Jammu and Kashmir studies limits themselves to 
a descriptive analysis of culture and tradition without linking it to child 
labour policies implemented by the state.
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Majority of the work undertaken on child labour use a neo-classical 
approach which fails to analyse the prism in which work is viewed in state 
legislation and in the social systems where the legislation is implemented. 
Such an approach valorises a pecuniary view of work, while historical, 
social and cultural aspects of work are either stripped or obscured during 
analysis. Hence, the debate on child labour is restricted to a utilitarian 
bias, which often uses poverty as a justification for child labour. Even if 
child labour is located within a social construct, it is condoned using 
altruist assumptions of tradition within such a social system. The use of 
‘modern’ theories and perceptions of child labour provides a monolithic 
of understanding work practices across spatial and temporal zones. 
Studies limited to such analytical tools do not reflect the dialect between 
the state, market and society in creating circumstances conducive to child 
work. Unfortunately, neo-classical frameworks have influenced labour 
legislation promulgated by the ‘modern’ state, including India, and have 
crystallised the definition of child labour against which work practices 
occurring in all societies are judged. Mainstream economics ignores the 
structural causes of violence organised socially and culturally to regulate 
capital-labour relations (Edwards 1990). Hence, causes of child labour 
such as displacement due to development, migration, low literacy rate, 
high unemployment in adults, gender discrimination, social stratifica-
tion, poor implementation and ignorance of state policies (Tripathy 
1991; Nika 2007) and conflict are not brought to the fore.

While engaging in this study, work was considered as an essential com-
ponent which bore an enormous influence on the social life of an indi-
vidual engaging in it (Marx 1976). Such a perspective stems from a 
Marxian analysis which pulls away the neo-classical veil from the ‘hidden’ 
abode of production to show that work if avoided under capitalism is 
only because of its exploitative form of organisation. Furthermore, insti-
tutions and their roles have been viewed apart from the fulfilled expecta-
tions they bear so as not to give them the permanence they might not 
deserve (Hahnel 2002). Using ‘complementary holism’ (Hahnel 2002), 
the chapter ascertains ‘embeddedness’ of law (Cotterrell 2013), and its 
capacity to regulate relations and structures. Additionally, institutional 
analysis and development framework (Abitbol and Flechas 2008) is 
employed to analyse state policy in a zone of conflict. This aids in 
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establishing the ‘political economy of work’ (Spenser 2009) bore upon by 
tribal children in Jammu and Kashmir to view the impact of such cus-
tomary work practices on their lives.

For an exploratory study such as the one contemplated here, the 
researcher engaged in both primary and secondary forms of data collec-
tion. The paper embeds child labour legislation and state policy against 
cultural notions of child work using a case study of a pastoral tribe in 
Jammu and Kashmir. The paper presents a provisional analysis of child 
labour legislation to analyse the implicit assumptions of ‘child’ and ‘work’ 
within the legal framework. Using semi-structured interviews, time use 
and observation methods, the researcher gathered information on educa-
tion, socio-economic conditions and work practices of children from the 
Bakkarwal tribe. A simple random technique was used to select multiple 
households for this case study. While the parents acted as the primary 
respondents, the children were the secondary respondents.

The researcher engaged in fieldwork in three districts of Jammu and 
Kashmir, namely, Jammu, Reasi and Rajouri. The spatiality of the field 
was established after the analysis of 2011 Census data for J&K state and 
its districts to identify districts and specific geographical belts with a high 
incidence of child labour amongst the Scheduled Tribes. The researcher 
also used the District Aggregation of Census Data (2011) to determine 
the population of Bakkarwal Tribes in various districts of Jammu and 
Kashmir to locate the districts with a high density of tribal population. 
Regions with high population density were chosen for greater chances of 
success in contacting the tribe. The pastoral nature of the Bakkarwals 
makes them set up deras close to pastures. As these pastures lay few and 
far in between mountains and its foothills, the community was mostly 
spread over terrain only accessible by foot.

The total number of Bakkarwals in the state of J&K stood at 113,198—
with Rajouri having the highest number with 36,163 members, followed 
by Reasi at 16,393. Furthermore, the Rajouri district recorded the high-
est incidence of child labour amongst Scheduled Tribes at 17.5% with a 
higher Work Participation Rate (WPR) in rural areas at 17.7% compared 
to 3.4% in urban areas. The Reasi district had 9.64% ST children work-
ing as child labourers with a similar incidence of about 9% both in urban 
and rural regions. In Jammu, a sizable number of Bakkarwals migrated 

  A. G. Faridi



233

and lived in and around urban settlements of the Jammu district (6997) 
with the WPR of ST children at about 4.1%, allowing for a comparative 
analysis of work practices of tribes living in the predominantly rural 
regions of Rajouri and Reasi to the predominantly urban regions of the 
Jammu city. Even though specific blocks and villages were narrowed 
down for locating the tribe members using District Level Census Data 
and past work undertaken by Kavita Suri on the educational status of 
Bakkarwal children (2016), locating the deras of the Bakkarwals in about 
6560 square kilometres (Census 2011) of diverse terrain emerged out to 
be an exploratory exercise. The exercise was undertaken using the advice 
of state officials, who had an experience of engaging with the Bakkarwal 
tribe, and prominent community leaders of the tribe living in cities. 
While the officials and community members aided in locating the field 
up to the block level, it was mostly with the aid of forest guards, local 
community dwellers of the three districts and visual cues that the deras of 
the tribe could be accessed, especially in rural areas.

In district Jammu, the researcher surveyed 22 Bakkarwal households; 
in the district of Reasi, the researcher gathered data from 42 households; 
and in Rajouri—57. The Bakkarwal community in Jammu resided in 
residential areas lying at its outskirts, namely, Kargil Colony, Bathindi 
and Ragura Village. The regions of Gujjar Kothi, Talwara, Khari Mohalla 
and Neela Dab were accessed in the Reasi. The locations surveyed in the 
Rajouri district were Lamberi, Dolagaw and Thanamandi. The surveyed 
locations in Reasi and Rajouri were either rural or semiurban, while those 
in Jammu were urban and peri-urban.

The researcher sought information regarding three generations in the 
households he surveyed in all three districts. With the base as children 
who were primary research subjects, the first generation was composed of 
their grandparents, their parents were considered as the second genera-
tion and the children themselves along with their elder siblings as the 
third generation.

Besides the members of the Bakkarwal community, including its polit-
ical leaders and its representatives in the state, officials predominantly 
working in the Department of Labour, members of the civil society and 
non-governmental organizations, and academicians from the state uni-
versity who worked on issues of child labour or had engaged with the 
Bakkarwal tribe were interviewed as well.
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9.3	 �The Problem of Crystallised Definitions

The phenomenon of child labour can only be understood after conceptu-
alising a definition for it. However, as Schlemmer 2000) asserts, the task 
of evolving a precise definition of ‘child labour’ is difficult due to its 
dependency on the meanings of the terms ‘work’ and ‘childhood’ 
(Bhukuth 2008). There exists an ambiguity in the conceptualisation of a 
‘child’ owing to multiple visualisations. As per the International Labour 
Organization (ILO), a person is a child until she or he has completed 
15 years of age, and in this context, the ILO 138 Convention sets the 
minimum age for entry into any form of work or employment as 15 years 
(ILO 1973). On the other hand, the United Nations Children’s Fund 
considers a child as ‘an individual under the age of eighteen years based 
on the UN Conventions 1989 on the rights of the child (Convention on 
the Rights of the Child 1989), including the right to be protected from 
economic exploitation’ (OHCHR Accessed 16th May 2019). However, 
child labour is defined in reference to ‘children working before they 
reached the lawful minimum age for employment in their country, often 
the same as the cut-off age for compulsory attendance at school’ (OHCHR 
Accessed 7th May 2019).

In India, distinct legislation related to children establishes distinct 
standards for defining ‘child’ as per their age (Deshta and Deshta 2000). 
The Child Labour (Prohibition and Regulation) Amendment Act (2016) 
defines a child as one who has not completed 14 years of age, while the 
Factories Act (1948) specifies a child as one below 15  years of age. 
Furthermore, the Juvenile Justice (Care and Protection) of Children Act 
(2015) sets the bar for defining a child at 18 years. However, ‘child labour’ 
as a term has been, conceptually and operationally, restricted to mean the 
employment of children that is gainful in nature, both while pursuing an 
education or in exclusion. The age group of children employed in pro-
ductive work has been observed as ranging from 5 to 14 years of age—
including both formal labour and informal labour, and the significant 
point is that such work affects child growth and development (Sudha and 
Tewari 1985). Stein and Davis (1940), and later Folks (1946), raised an 
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essential aspect in the definition of child labour when they defined it, not 
in the context of labour relationship or the activity undertaken but 
regarding the effect of the activity on the child. According to the National 
Child Labor Committee of the United States (in Stein and Davis 1940), 
‘any work by children that interferes with their full physical development, 
the opportunities for a desirable minimum of education and of their 
needed recreation’ was considered as child labour. Similarly, the Indian 
government in 1979 articulated that ‘Child labour may be defined as 
employment of children in gainful occupation which are detrimental to 
their health and deprive them the chances of development’.

Besides the above-stated view on child labour, a group of thinkers 
argue for considering all out-of-school children as child labourers as they 
refer to the close links between child labour and education. They consider 
it inevitable that an out-of-school child would be drawn into supple-
menting family labour or managing family assets. This argument is cor-
ralled by Burra (1989) and the United Nations Development Programme 
(2004) (Fukuda-Parr et al. 2004) where child labourer is ‘basically, a child 
who is deprived of the rights of education and childhood’.

Several studies have argued for assigning an economic value onto activ-
ities undertaken by children at home to broaden the definition of child 
labour (Knual 1988  in ILO 2007; Blunch and Verner 2000). Such an 
argument is made on the proposition that by narrowing the concept of 
child labour to that of wage employment, the interests of the girl child 
and her contribution to the economy are undermined (Edmonds 2009). 
In this regard, Khan and Ali (2005) widen the scope of child labour to 
include non-monetised work undertaken by children within and outside 
of homes, in addition to monetised work undertaken for wages inside or 
outside household enterprises.
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Social scientists have distinguished between ‘child work’ or ‘light 
work’3 and ‘child labour’. Such a distinction perceives light work to be a 
gradual initiation into adulthood and a stimulant in a child’s develop-
ment (Fyfe 1989). On the other hand, ‘child work’ is used to refer to such 
activities that do not impose a cost on a child’s leisure, play or education. 
Such work forms a part of a child’s socialisation and is devoid of any form 
of physical or mental exploitation. These activities do not relate to 
employment in the economic sense but are essential for a child’s mental 
and physical growth, especially during their early years of development 
(Siddiqi 2003). On a similar vein, the World Bank (1998) had argued 
that ‘child work’ needed to be distinguished from child labour when 
there was no presence of the notion of exploitation as child work under-
taken within the family could even contribute to his or her development.

Not all child labour is harmful. Many working children are within a stable 
and nurturing environment with their parents or work under the protec-
tion of a guardian can benefit in terms of socialization and from informal 
education and training. (Sharma in World Bank Report 1998, p. 1008)

As seen from the above-stated definitions on child labour, much of the 
debates on the definition of child labour seek its crystallisation to abolish 
child labour through corresponding legislation. By ascribing economic 
value to activities undertaken by children, and considering it a form of 
‘child labour’, one could justify its blanket ban by setting such work prac-
tices apart from the processes of production. However, as legislations 
choose a particular chronological age as ‘the universal measure of biologi-
cal and psychological maturity’ (Nieuwenhuys 1996), they reject the cul-
tural and social meanings attached to age and labour. However, before 
one can rely on the legislative definition of child labour based on the 
implicit economic value that it attributes to certain activities, or dismiss 

3 ILO describes light work in Article 7 of Convention 1383 by stating that:
National laws or regulations may permit the employment or work of persons 13 to 15 years of 

age on light work which is—(a) not likely to be harmful to their health or development; and (b) 
not such as to prejudice their attendance at school, their participation in vocational orientation or 
training programmes approved by the competent authority or their capacity to benefit from the 
instruction received.

  A. G. Faridi



237

it for ignoring traditional notions of work, one needs to understand the 
implicit moral and economic values ascribed to work undertaken by chil-
dren in different contexts.

As Gabarrón (1996), a Mexican psychologist, elaborates, work under-
taken by children forms ‘one of the most important pathways to encul-
turation among indigenous people’ (Larsen 2003) for ‘establishing 
socio-cultural integration and collective identity’ (Larsen 2003). 
Traditional livelihoods and apprenticeships, as forms of knowledge trans-
mission, are often disregarded by national legislations and projects while 
promoting notions of labour, education and knowledge that are ‘modern’ 
and uniform. Prevalent studies on the issue of child labour in tribes of 
India ignore the sociocultural perspective of labour in tribes and single-
mindedly seek to provide an empirical extent of the same using the 
boundaries set by legislation. The study of indigenous tribes raises the 
need to address the peculiarities of child labour with a distinct socio-
economic milieu. For tribes’ folk, traditional education typically includes 
participating in traditional occupations (ILO 2001). Studies of tribal 
groups have shown that participating in traditional occupations, in the 
form of light work, is often more useful for furthering the interests of the 
tribe than the formal education system which can be more disruptive—
‘in social, emotional and economic terms’ (Larsen 2003). Even as chil-
dren of tribes work as an intrinsic process of socialising and learning 
while growing up, one cannot justify a blind acceptance of ‘cultural’ 
explanations given for child labour, even if they are provided by their 
parents, employers or the state. One cannot look at the ‘cultural explana-
tion’ of child labour as a value-neutral developmental force in the growth 
of tribal children. While tribal customs and traditional attitudes are fre-
quently cited as causes of child labour, such an explanation is often con-
tradicted by the documentation that depicts changes and disruptions 
affecting tribal traditions (Larsen 2003).
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9.4	 �Institutional Bias Through Collusion

India is an intermediary between a ‘predatory’ and a ‘developmental’ state 
(Evans 1995), where one can see the interplay between state, market and 
the society through state-led planning. Such planning, visible during the 
colonial period, extends onwards into the independent Indian state. The 
increase in the role of Indian capitalists during the nationalist movement 
in the 1930s resulted in the creation of an economic nationalism post-
independence which drove state economic policy to cater to the needs of 
Indian business houses. This economic nationalism was characterised by 
the interplay of social forces, market, and the state in order to use patri-
archy, caste and religion to establish a monopoly in the family-run busi-
nesses in India (Mohanty 2006; Das Gupta 2016).

The most significant aspect of this collusion affected the Indian 
labour regime through the institutionalisation of labour cheapening 
and wage depression by the Indian state at the behest of the Indian 
capitalist class. The collusion mentioned above shaped policy perspec-
tives determining the nature of labour legislation in India, including 
ones on child labour. The Indian state facilitated the maintenance of 
profitability for the domestic capital, against foreign capital, by drafting 
labour laws that ensured a steady supply of cheap surplus labour. The 
second-generation economic reforms depict the state’s keen interest in 
undertaking labour reform for the benefit of the capitalists. Since the 
reforms were based on the principle of ‘rationalising’ existing laws relat-
ing to labour (Second National Commission on Labour Report 2002 
p. 6), subsequent legislation regulating work and worker relations was 
prioritised towards efficiency and international competitiveness through 
reducing labour costs (Roychowdhury 2018). While rationalisation 
tended to the reduction of both—physical effort in undertaking work 
and the cost incurred, Singh (1967  in Roychowdhury 2018) empha-
sised that in India, rationalisation was a means to reduce only labour 
costs by reorganising labour and working conditions. Such rationalisa-
tion led to an increased precarity within work, reduced the collective 
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bargaining powers of workers and led to the withdrawal of state regula-
tion for ensuring ethical work practices. In an inverse logic, the World 
Bank (2010) encouraged the drawback of labour regulations as they 
covered only 10% of workers, while 90% of the workers in India existed 
without any state protection in the unorganised sector.

A paradigmatic shift in worker-employer relations was achieved 
through the promulgation of the Industrial Disputes Act (1956).4

The Act formalised the use of social hierarchy in labour relations to 
benefit the capitalist class by incentivising informal employment. The 
1956 Industrial Disputes Act confined the definition of a workplace to 
a ‘factory’, thus limiting the area where adjudication on labour issues 
would be possible and constricting the space in which the workers 
could practice their labour rights. It restricted the formalisation of all 
employer-employee relationships in India that could extend to ‘private 
dwellings’, thus excluding the labour undertaken in domestic settings 
of a household—including engendered child work from the ambit of 
the law. We witness a confluence of class power that moves the state to 
reinforce its dominance in the market by shaping the relationship 
between capital and labour through policy interventions (Das Gupta 
2016). However, this influence of class power in the current relation-
ship between capital and labour in India could not exist in the absence 
of social value systems emerging from India’s feudal past, whose preser-
vation by the dominant class is the very aim of the current confluence. 
These value systems based on the institutionalisation of class, caste and 
gender have led to the perpetuation of labour hierarchy through the 
creation of labour laws which deny legal protection to the majority of 
the workforce not covered under the definition of a ‘worker’. As a result, 
the capitalist class ensures a steady supply of cheap surplus labour 
through the practice of wage depression and use of unpaid labour in an 
informal economic setup.

Consequently, it is not possible to understand the relationship between 
the state and the market without the context of the society in which the 
state lies embedded. This intimacy of the state with the market and the 

4 Roychowdhury (2018) provides a succinct analysis of the state of labour laws in the organ-
ised sector.
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intensity of its intervention based on social values is not only limited to 
India. It has been a regular feature of a modern state as traced by Marx 
(1976) in his analysis of the institutional frameworks affecting labour 
relations during the expansion of capitalism in Europe. It is within this 
context that one needs to realise the ‘embeddedness’ of child labour leg-
islation in India and view the value of work borne by the definitions that 
shape such legislations.

9.5	 �Abolish Not Regulate

The Constitution of independent India (1950) provided a substantive list 
of civil and political rights for children to ensure a safe and healthy envi-
ronment for their growth and development.5 However, one does not wit-
ness any substantive measures being undertaken by the Indian state to 
eradicate child labour until the 1980s. Such an attitude cannot be excused 
by citing a lack of awareness of the magnitude and incidence of child 
labour, especially in the unorganised sector. It only can be ascribed as a 
result of deliberate policy decisions—as major governmental reports 
pointed to the awareness of the issue amongst policy framers. The National 
Commission Report (1969), chaired by Justice P. B. Gajendragadkar, cit-
ing the Census of India (1961), reported that workers below 15 years con-
stituted 8% of the workforce in India—a majority of whom were employed 
in agriculture and allied activities, whereas ‘the organised sectors of the 
economy accounted for only a small proportion’ (Ministry of Labour and 
Employment and Rehabilitation 1969).

Furthermore, child work in the family establishment was condoned 
for the benefit of tradition, and there was no attempt by the framers of 

5 The right to equality before law and protection of the law (Article 14) was available to any citizen 
of independent India, including children (Constitution of India 1950);

Article 15 (3) of the Indian Constitution (1950) empowered the state to formulate special laws 
for the welfare of children;

Article 23 of the Indian Constitution (1950) prohibits human trafficking and forced labour;
Article 24 specifically prohibits the employment of children under the age of 14 to be employed 

in any factory, mine or be ‘engaged in any other hazardous employment’ (1950).
These articles exist as a fundamental rights guaranteed to the citizens in Part III of the Indian 

Constitution and are justiciable in nature (1950).
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the Indian Constitution to criminalise child labour in ‘hazardous’ set-
tings in accordance with Article 24 (1950). In presenting its 1969 report, 
the National Commission on Labour attributed child labour to be an 
‘economic problem’. The commission condoned the existence of child 
labour citing that ‘the economic difficulties faced by the poor and their 
children were real’ and recommended a combination of work alongside 
education through ‘flexible employment hours’ (Gomango 2001, p. 173). 
The report chose to ignore the social acceptance of exploitation of 
poverty-stricken children and keep faith in the ‘philanthropic intent’ of 
the employers of child labourers.

Independent India’s first comprehensive legislation on child labour can 
be ascribed to the Child Labour (Prohibition and Regulation) Act 
(CLPRA 1986). The Employment of Children (Amendment) Act (1978) 
was essentially a colonial act which failed to provide a uniform standard 
to deal with the practice of child labour in India. The Child Labour Act 
(1986) was consequential for establishing a uniform definition of a child 
as one who did not complete 14 years of age and banning their employ-
ment in specified occupations and processes mentioned in Schedule 3 of 
the 1986 Act while regulating their conditions of work in others. The law 
was forward-thinking in the fact that it established procedures for allow-
ing the central government to modify and add banned occupation and 
processes to Schedule 3 of the Act, through the advice of a Child Labour 
Technical Advisory Committee mandated for this purpose.

Thirty years later, the Child Labour Amendment Act of 2016 evolved 
the definition of child to link it to the Right of Children to Free and 
Compulsory Education Act (2009) as ‘a person who has not completed 
his fourteenth year of age or such age as may be specified in the Right of 
Children to Free and Compulsory Education Act 2009, whichever is 
more’ (Government of India 2016). Furthermore, it recognises a new 
category of persons between 14 and 18  years of age as ‘adolescents’. 
Section 3(1) of the 2016 Act prohibits the employment of a child, that is, 
a person below the age of 14, in any occupation or process, while Section 
3A prohibits the employment of adolescents in any hazardous occupa-
tions or processes outlined in the stated Section. The Child Labour 
Amendment Act (2016) increases the penalties for the violation of the 
Act and includes parents or the child in the ambit (Section 14). Offences 
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committed by the employers have been amended to make them cogni-
sable as per law, in addition to providing procedures for compounding of 
the offences (Section 14A). In a significant move for securing the welfare 
and rehabilitation of the rescued children, the 2016 Act provides for the 
Child and Adolescent Rehabilitation Fund and also confers duties and 
puts the onus on the state government to rehabilitate the rescued child 
(Section 14B).

However, even after three decades since the ratification of the 1986 
Child Labour Act, India has still not made any paradigmatic shift con-
cerning its policy towards child labour even after putting the Child 
Labour Act (2016) into force and ratifying ILO Conventions 138 and 
182 in 2017. The status quo of state policy towards child labour is evi-
denced by the fact that the 2016 Child Labour Amendment Act does not 
put a blanket ban on labour undertaken by persons under 18 years of age. 
It merely creates a separate regulatory and prohibitory standard for chil-
dren and adolescents. The Act continues to ‘regulate’ and ‘prohibit’ child 
labour as recommended by the Gurupadaswamy Committee report 
(1979), rather than seeking to altogether abolish it as recommended by 
the National Commission for Protection of Child Rights—through the 
deletion of the word ‘regulation’ from the law in order to make child 
labour abolition non-negotiable (Mehendale 2016).6

Even as the 2016 legislation on child labour takes a step forward by 
prohibiting children from working in any occupation or process, it 
extends the exemption from ‘family’ to include ‘family enterprise’ (Section 
3(2)). The 2016 Act allows children to work after school hours or during 
vacations with a caveat that such work is neither hazardous nor does it 
affect the child’s education. The exemption is precarious as it fails to 
enunciate on what work would bear ‘effect [on] the school education of a 
child’ (Section 3(2)) and what age would be a minimum threshold to 
engage in such exempted work. The exemptions provided for in the Act 
go against the Fortieth Report of the Standing Committee on Labour 
(Government of India 2013) constituted to review the amendments to 
the Child Labour Amendment Bill (2012). The Committee had stated, 

6 Similarly, Article 24 of the Constitution of India (1950), which constitutes fundamental rights, 
prohibits children below 14 years of age from working in factories and mines and under hazardous 
conditions.

  A. G. Faridi



243

in its report to the Parliament, that such an exemption created a loophole 
for the exploitation of children. It would be difficult to keep a check on 
working children in their homes and ascertain whether they were helping 
their families or supplementing the household income. The Committee 
had recommended, without success, that employment of children should 
be prohibited in all occupations where a subordinate relationship of work 
and labour could be established (Government of India 2013, p. 10).

In another detrimental move, the Child Labour Act (2016) replaced 
the list of 18 prohibited occupations and 65 prohibited processes in 
Schedule 3 of the 1986 Act with a new list that governed the employ-
ment regulations for adolescents. The list was narrowed down to mines, 
inflammable substances or explosives and hazardous processes in the 
2016 Amendment Act. Such a move restricted the definition of hazard-
ous in contrast to the suggestion made by the Standing Committee on 
Labour recommending it to be widened. This could be done by using the 
Minimum Age Convention No. 138 to include ‘all those occupations/
processes that may jeopardise health, safety and morals of adolescents’ as 
hazardous (Government of India 2013, p.  40). Conversely, the Child 
Labour Amendment Act (2016) in Section 3A of the Act defines ‘hazard-
ous’ by referring to the Factories Act (1987) wherein the benchmark for 
hazardous is set for adult factory workers and the point of environmental 
pollution (Section 2(cb)).

A significant criticism of the current paradigm of child labour legisla-
tion emerges in its inadequacy to regulate work undertaken by children 
in peasant societies. Such shortcomings stem from research on child 
work, especially in colonies such as India, which suffer from social biases 
which justify child work in familial settings. By using utopian ideals of 
parenthood (Dandekar 1989) as cloaks for constructing a notion of child 
labour, any work considered as a threat to such ideals was not recognised 
as ‘real work’. Such cognition of child labour relied on not allocating 
value to everyday activities performed by children, especially in rural 
environments. The latest Census (2011) attests to this limita-
tion—10.1 million children (5–14 years) continue to engage in work, 
out of which 8.1 million reside in rural areas. It is significant to note that 
the major sectors of child work in rural areas remains agricultural labour 
(40.1%), cultivation (31.5%) and the household industry (4.6%) 
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(Census 2011). Furthermore, there has been an increase in the propor-
tion of child workers in the age group of 5–9 years from 14.6% in 2001 
to 24.8% in 2011 as per Census data from the respective periods, with an 
increase in main workers within the age group of 5–9 years from 14.2% 
to 25.6% for the same period (Census 2001, 2011).

Nieuwenhuys points to three categories of work, undertaken by chil-
dren within the household, that are directed towards the production of 
socially valued goods and services yet not ascribed any economic value by 
such a paradigm influenced by neo-classical economics.

The categories include-

	 (a)	 activities that extract resources from the physical and social 
environment;

	 (b)	 activities concerning the ‘unpaid’ allocation, preparation and distribu-
tion of these resources;

	 (c)	 activities that concern the care of human beings. (Nieuwenhuys 
1994, p. 16)

Even as such work is denied any value in the household, it bears eco-
nomic value as ‘real work’ when children are replaced with workers hired 
from outside the household. Hence, proving that children undertaking 
such work within the household do engage in economic exercise. Using a 
Marxist perspective to analyse such work undertaken in domestic set-
tings, modern thinkers have called out the exploitative intent of such a 
valuation stemming from a capitalist desire of maximising profits, espe-
cially within a feudal setting (Rey 1973 and Meillassoux 1977 in 
Schlemmer 2000). Legislative inputs formulated by former colonies often 
find inspiration in their colonial histories. Consequentially, the Indian 
legislative framework for child labour also continues to bear a capitalist 
intent while ascribing meaning to child labour. One that allows for a 
steady supply of cheap surplus labour to the domestic capitalist by incen-
tivising the informal supply of labour. The Indian state’s continual con-
doning of child labour can be witnessed in the 2015 cabinet note where 
it justified the exemptions proposed for the 2016 Act. It did so by hinting 
at the utility of children as workers and the state’s interest in preserving 
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the ‘socio-economic condition and social fabric’ of the country (Press 
Information Bureau 2015). Thus, values of work inculcated in the child 
labour legislation continue to follow the colonial need of maximum sur-
plus extraction through the depression of wages.

While labour analysis in India employs the politics of class, caste and 
gender to view child labour in rural India, it fails to look at influences 
beyond a feudal-capitalist lens, as the analysis is limited to economic rela-
tions based on private ownership of modes of production (Rey 1973 in 
Schlemmer 2000). On the one hand, this can be understandable, as most 
of the rural labour relations are affected by an amalgam of feudal-capital-
ist bias where there is a constant tussle towards ownership of property 
and means of production across class, caste and gender. However, it 
results in an analytical constriction while engaging with societies and 
communities such as nomadic pastoral tribes, which predate feudal and 
capital structures, where much of the traditions and labour values do not 
stem from private ownership of property, especially that of land. Hence, 
it becomes imperative to challenge the status quo and analyse child work 
in such ‘cultural’ settings against ‘modern’ legislations (Gabarrón 1996; 
Larsen 2003) on two counts: one being whether such a cultural tradition 
of child work results in exploitation or endangerment of a child and, 
secondly, how a law rooted in ‘modern’ prerogatives deals with work 
undertaken in ‘premodern’ social-economic groups.

While bearing the above-stated constructs in mind, this endeavour 
analyses how institutions and policy frameworks on child labour interact 
with social and economic realities of the Bakkarwal tribe within which 
children engage in productive work.

9.6	 �An Introduction to the Bakkarwal Tribe

The Constitution (Jammu & Kashmir) Scheduled Tribes Order (1989) 
and the Constitution (Scheduled Tribes) Order (Amendment) Act (1991) 
notify the presence of 12 tribes in the state of Jammu and Kashmir. It was 
during the 2001 Census that the 12 Scheduled Tribes were enumerated 
officially for the first time (Suri and Raina 2016). As stated previously, the 
Scheduled Tribes constitute 11.9% of the total population of the state of 
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Jammu and Kashmir. The Scheduled Tribes are predominantly rural, as 
95.3% of them reside in villages (Census 2011).

The Bakkarwal tribe is found in all three regions of the state of Jammu 
and Kashmir, namely, Jammu, Kashmir and Leh. The tribe, with its 
unique social, cultural and linguistic identity, forms the third largest 
tribal community in the state numbering 113,198 members. The name 
‘Bakkarwal’ is sourced from the words ‘bakra’, which means a goat or a 
sheep, and ‘wal’ referring to ‘one who takes care or rears’ (Sharma 2009, 
p. 14). As signified by their name, the Bakkarwals are mostly pastoralists 
who rear and herd sheep and goats for livelihood; they also rear horses 
and Bakkarwali dogs for load-bearing and guarding the flock, respec-
tively. The Bakkarwal’s most valuable possession is the flock, which is 
referred colloquially as ‘maal’, a word which means ‘wealth’. The tribe 
lives in tents or temporary shelters known as ‘deras’ and subsists on rice, 
maize, goat’s milk and wild vegetables and fruits that they gather. Seasonal 
nomadism is a primary trait of this pastoral tribe as the practice is integral 
to their subsistence. Traditionally, Bakkarwals did not privately own any 
pastoral land that they accessed. Being nomadic, they merely set up tem-
porary shelters, called ‘Kullas’, where they stopped during seasonal migra-
tions. Hence, the idea of spatial and temporal transience is quintessential 
for understanding the customs and traditions of Bakkarwal tribe, as their 
social, political and economic setup has been historically determined by 
the constant need to move for securing a livelihood through pastoral 
nomadism. The Bakkarwals use the word ‘Khanabadosh’ (nomadism) for 
this quintessential character of their lifestyle. However, a few amongst the 
pastorals partially practice agriculture for subsistence and a fewer num-
ber, only 1%, have given up nomadism altogether to settle down as agri-
culturalists (Sharma 2009; Suri and Hooda 2014). The nomadic tribe 
migrates to high reaches of the Pir Panjal Range or the Zanskar Belt, of 
Jammu and Kashmir, during the summer months to access grazing 
grounds for their flock. In winters, they descend to the foothills of the 
Himalayas or the plains of Jammu along with their flock. As was tradi-
tion, most Bakkarwals migrate on foot, with horses carrying the loads. 
However, in recent times, a few wealthier Bakkarwals have taken to hir-
ing vehicles to assist in the migration (Sharma 2009).
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The Bakkarwals of Jammu and Kashmir are adherents of the Sunni sect 
of Islam, adhering to ‘Sunnah’, that is, ‘the practices and customs associ-
ated with the life of Prophet Muhammad’ (Sharma 2009, p. 63). Religion 
holds a significant influence as the tradition and culture of the tribe 
remains aligned with Islamic practices. Since the Bakkarwals consider 
their ancestors and themselves to be the followers of Prophet Muhammad, 
they believe the practice of nomadic pastoralism to be sanctified within 
Sunnah. Khanabadoshi and associated work practices gain religious mean-
ing as an essential tradition in the Islamic faith. Thus, the Bakkarwal tribe 
was loath to look for any other way of life besides nomadism or seek any 
other livelihood besides pastoralism as they believed that the divinity in 
its practice had kept them well fed and aided in their propagation. Due 
to the differing needs and requirements of the nomadic lifestyle, the 
Bakkarwals did not find it expeditious to become a part of the formal 
system of education. Consequently, due to high rates of ‘illiteracy’,7 the 
Bakkarwals tend to keep away from the legal system of the state—they do 
not trust a system dependant on written procedural norms and docu-
mentation which they cannot comprehend.

Kinship plays a vital role in the social organisation of the Bakkarwal 
tribe, with the family acting as a keystone for upholding the social, politi-
cal and economic norms within the community. A Bakkarwal household 
is a working unit of production and sustenance, which comes into being 
after a male member establishes an independent establishment after mar-
riage. The family provides the social context which moulds the social 
behaviours and establishes relationships, values and worldview of the 
community (Sharma 2009). The basic unit of social structure among the 
Bakkarwals is a household unit of a family which comes into existence 
when a male member of the community marries and establishes an inde-
pendent patriarchal household consisting of about 5–6 members. 
Marriage mostly occurs within the Bakkarwal community or with mem-
bers of the Gujjar community. The family structure of the Bakkarwals is 
patriarchal and patrilineal in their character. All decisions regarding the 
household and its sustenance are undertaken by men. Even though a 
household forms the basic unit of society, it is a ‘dera’ which forms the 

7 In the modern sense of the term being outside the formal education system endorsed by the state.
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prime unit of organisation for the social, economic and political func-
tioning of a tribe as it is central to the practice of nomadic pastoralism. A 
dera is a cluster of households that live and migrate as a single unit, whose 
origin can be traced to early hunter-gatherer societies that banded 
together for safety and survival. The division of labour among the mem-
bers of the household occurs on the basis of gender and age. The division 
extends as a communitarian exercise for the upkeep of the dera based on 
customs and traditions. The tasks allocated through a division of labour 
can be grouped into three prime categories, namely domestic activities, 
pastoral activities and nomadic activities (Sharma 2009; Suri and Hooda 
2014). Even though households are hugely interdependent when agglom-
erated into a dera, they retain independence within the group. The 
Bakkarwal household is a harmonious blend of independence and inter-
dependence, aimed to optimise gains from a large pool of resources. 
There exists a dialectical relationship between the social and economic 
functions of different members of the tribe. It is within this context that 
one needs to understand the notions of ‘work’ within the Bakkarwal tribe 
and division of work practices amongst its members.

Customary work practices amongst the Bakkarwal tribe were divided 
at a household level according to gender and age. However, work bore a 
communitarian nature as it was taken up at the level of a dera. The 
Bakkarwal tribe, in its traditional practice of nomadic pastoralism, did 
not sell the labour of its individuals in the modern capitalist market in 
exchange for a wage but undertook work as a collective exercise at a sub-
sistence level within the community. The concept of work and the value 
ascribed to it in the Bakkarwal community predates even the feudal 
structures, as the community did not lead a sedentary life and did not 
engage in the monetisation of work and property. The subsistence work 
undertaken by the tribe possesses similarities to hunting, foraging and 
food gathering that relied on a barter system for securing what could not 
be provided domestically.

As stated by Marx, ‘within a tribe, there springs up naturally a division 
of labour, caused by differences of sex and age, a division that is conse-
quently based on a purely physiological foundation’ and that the aim of 
such a division is to expand the material wealth of the community (Marx 
1867, p. 245). Thus, every social relation and customary practices within 
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the tribe were geared for the successful undertaking of Khanabadoshi 
since whole communities were dependent on it for their survival. Spatial, 
temporal and social isolation from other groups, due to nomadism, did 
not provide alternative sources of subsistence in the case of exigencies. 
Unlike modern capitalism, workers in the Bakkarwali tribal system are an 
intrinsic part of the production system and own their labour. The com-
munitarian nature of work, located at the level of dera, was based on the 
indigenous practice of resource optimisation between groups with com-
mon economic and social goals (Marx 1867; Galaty and Johnson 1990; 
Sharma 2009).

As stated earlier, Bakkarwals divide work on the basis of gender and 
age. While some chores have strict demarcation in their assignment to a 
particular gender, others allow for joint or random undertaking depend-
ing on the situation and the availability of resources. Traditionally all 
work for the subsistence of a dera was undertaken solely by its members. 
Pastoral activities form the core work practice in a dera undertaking 
Khanabadoshi. The herding of the flock to pastures and water sources is 
mainly performed by the male members of the community as it often 
involves spending extended periods away from the household, even dur-
ing temporary settlements. Other arduous tasks such as shearing of the 
flock, repairing tools, gathering food for the flock, procuring rations and, 
in specific cases, ploughing and harvesting crops were limited to the 
domain of men. However, women assisted the men when the flock was 
situated in the periphery of the deras. Such work could include driving 
the flock into pens, milking the flock, medicating them and separating 
the newly born animals from their mothers. Domestic activities such as 
cooking, cleaning, fetching water, washing clothes, spinning wool, knit-
ting clothes and care work involving rearing of children and looking after 
the elderly were relegated primarily to women. During the period of 
migration, the men are responsible for herding the flock and ensuring its 
safety during the night, while the women packed possessions onto the 
horses and rode them ahead of the herd to set up camp and undertake 
ancillary activities such as procuring water. However, some chores were 
performed jointly by both men and women during and after the period 
of migration. They include procuring firewood, pitching up and disman-
tling tents for the journey.
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Children are initiated into gender roles of work from a young age due 
to the labour-intensive nature of the nomadic pastoralism. The boys start 
to accompany their fathers to herd the flock at an early age of 8–10 years, 
while girls help with household chores when even younger. The tradi-
tional lifestyle of the community did not require or provide for access to 
formal systems of education existing outside the community. The indig-
enous knowledge systems focused only on what was needed for the con-
tinuation of customary and occupational practices of the tribe, and the 
most efficient way of passing on such knowledge was through a ‘hands-
on’ approach. Child work, within this isolated communitarian setup of 
the tribe, was not considered exploitative in nature, even if there existed 
a subordinate relationship between the adults and the children. The 
absence of exploitation was because goods and services generated from 
such work practices remained within the community under the collective 
ownership of all participants. The absence of social hierarchies affecting 
work and social setup within the Bakkarwal tribe, such as the caste sys-
tem, allowed for homogeneity of work conditions across community 
members. However, one does need to keep in mind the gender disparity, 
especially in power relations and ownership while debating the efficacy of 
such work practices in ensuring the survival of the tribe.

In the process of following such customary values and practices of 
work, almost all of the elderly folk of the first generation were illiterate in 
modern school education but were well versed in religious teachings and 
indigenous knowledge systems to secure the survival of the household. As 
these elders did not think of any occupation for their children but the 
inheritance of their own, almost all of the current generation of adults 
(the second generation) did not go to school and did not look beyond 
patrilineal occupations unless forced by circumstance.

It might seem that one is justifying child labour within a tribe pre-
mised on the passing of traditional practices, survival of households, the 
embeddedness of work and protection of the ‘social fabric’, as is used by 
the Indian state in the framing of the labour legislation for regulating 
child work. However, this is not the case as such work practices which 
were bereft of exploitative relationship could only exist until the time the 
tribe members were wholly isolated and self-reliant. Over time, the 
Bakkarwal tribe has had to contend with coming out of isolation 

  A. G. Faridi



251

resulting in increased engagement with the modern means of production 
driven by the capitalist market system, which organises and exploits 
labour for maximising surplus value for the benefit of capital.

9.7	 �‘Traditional’ Work in a State of Conflict

It would not be possible to overstate the importance of migration and its 
impact on the socio-economic conditions of the Bakkarwal tribe and vice 
versa. The function of Khanabadoshi or nomadism, its presence or 
absence, determines the creation of distinctness between different mem-
bers of the Bakkarwal communities. Thus, the emergence of conflict in 
Jammu and Kashmir along with commensurate state-led developmental 
policy in Jammu and Kashmir led to a paradigmatic shift in the fortunes 
and work conditions of the Bakkarwals. On the one hand, the develop-
ment of motorable roads has allowed certain economically well-off groups 
to travel and transport of flocks through trucks using arterial roads built 
across mountain passes of the Himalayan range, which the Bakkarwals 
cross every season. On the other hand, practitioners of traditional migra-
tion, on foot and using horses, have faced increased difficulties due to 
conflict, political and climate change, and development practices that 
invariably affect their ability to access their traditional routes of migra-
tion through forests and pastoral lands. Conflict in Jammu and Kashmir, 
as an impediment to migratory practices within the tribe, has been estab-
lished through past academic works (Casimir and Rao 1995; Suri and 
Hooda 2014). Since the wars of 1965 and 1971, between India and 
Pakistan, traditional pastoral grounds and mountain routes used by the 
Bakkarwals, especially those beyond the Vale of Kashmir, have been 
shrinking due to the translocation of Indian military and paramilitary 
personnel into the region of conflict. The armed forces either occupied 
the area or denied access to the Bakkarwals and other civilians in such 
contested regions. The Bakkarwals had to deal with restrictions imposed 
on their access to summer pastures (in the now Pakistan-occupied 
Kashmir) with the demarcation of the Line of Control in 1972 
(Government of India 1972) and after the Kargil war in 1999. The period 
of the 1980s is noticeable for the rise of armed rebellion and the 

9  Child Labour in a Pastoral Tribe of Jammu and Kashmir… 



252

militarisation of the region. This period is pointed as the beginning of the 
economic decline amongst the Bakkarwal tribe. The Bakkarwals had to 
forgo a sizable number of their sheep, goats and horses to militants under 
duress, which the Bakkarwals use for sustenance and transport, respec-
tively, when they moved to the upper reaches in summers. Such exchanges 
caused them to be suspected and branded as militant sympathisers and 
informants by the army. As a result, the army restricted their ability to 
access traditional pastoral grounds and undertake seasonal migration to 
and from the rich pastures in the upper reaches of the Himalayas, where 
militants often camped. The restricted mobility took a toll on the num-
ber of the flock and the livelihood of the community. The spatial and 
temporal mobility of the Bakkarwals was further diminished by the forest 
policies of the state government. The state demarcation and fencing of 
forest reserve areas resulted in forest officials impeding the entry of 
Bakkarwals to pastures, water sources and pathways during migration 
and the eviction of Van Bakkarwals (the forest dwellers) from their tradi-
tional lands in the higher reaches.

The emergence of private property and its centrality in political repre-
sentation was quintessential in determining the identity of ‘permanent 
residents’ of Jammu and Kashmir.8 The absence of private ownership 

8 Article 370 extends certain special provisions to the state of Jammu and Kashmir: The state is 
exempted from the provisions of the Constitution that deal with the administration of Indian 
states. This allows Jammu and Kashmir, unlike any other Indian state, to have its own Constitution 
within the Union of India.

Article 35A (Constitution of India 1950) allows the Constitution of Jammu & Kashmir to

	1.	Define ‘Permanent Residents’ of the State;
	2.	Confer Special Rights and Privileges to its Permanent Residents (and deny other the same) with 

respect to employment, acquisition of immovable property, settlement and scholarships or any 
other state aid within J&K.

	3.	Part-III of Constitution of Jammu and Kashmir, 1956 defines permanent residents on the basis 
of a. Birth and Residence and b. Acquisition of Immovable Property.

Note: The President’s notification regarding the Constitution (Application to Jammu and 
Kashmir) Order of 2019 of August 5 resulted in the amendment of Article 370 of the Indian 
Constitution.

The recent the notification has taken away the special rights and privileges enjoyed by the resi-
dents of Jammu and Kashmir as mentioned above. The impact of such notification shall be far-
reaching and is a site of future analysis. (The Constitution (Application to Jammu and Kashmir) 
Order 2019)
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excludes Bakkarwals from being fairly represented in the state and shaping 
socio-economic policy to their benefit. Hence, the conflict acted as a tool 
for ‘primitive accumulation’ (Marx 1976) wherein traditional grazing 
pastures were ‘enclosed’ by the state in establishing military cantonments 
leading to the pauperisation of Bakkarwals—both politically and eco-
nomically. Subsequently, the second-generation members of the tribe did 
not find it viable to continue owning and herding sheep in the plains. As 
per a survey conducted by the Tribal Research and Cultural Foundation 
in 2012, more than 39% Bakkarwals gave up their nomadic lifestyle due 
to the restrictions imposed by the militants and the security forces since 
the advent of the conflict. Furthermore, as per the community leaders 
and the members of the state administration, the marginalisation of the 
tribe was further accelerated due to extreme climatic factors that made 
the Khanabadoshi Bakkarwals incur economic losses from which they 
could not recover.

The political economy of conflict forced Bakkarwals to shift from their 
traditional mode of production into engaging with the market economy. 
Here, one witnesses the collusion of the state in extracting maximum 
surplus from a group which has barely any collective power of bargain 
due to limited political representation. The Bakkarwals derive a majority 
of their sustenance from selling the wool of their flock in the market. 
However, while engaging with the market to sell wool, the Bakkarwals 
had to contend with low auction rates set by the government in a period 
of inflation and increased competition from imported wool. Furthermore, 
increased costs arose from an absence of adequate medical facilities by the 
animal husbandry department of Jammu and Kashmir. Meat buyers 
exploited the Bakkarwals by quoting low rates, as they knew that the 
Bakkarwals had to return in a set period, thus lowering the bargaining 
capacity of the tribe as they had no pastures to hold their flock. The 
Khanabadoshi Bakkarwals are often forced to search for alternate sources 
of livelihood immediately after the loss of a flock. The flock is their sole 
source of economic wealth since they are mostly landless and they barely 
have any monetary savings in the absence of access to a formal banking 
system. One could say that the flock is their saving account. Similarly, the 
lack of access to systems of credit makes them unable to access capital for 
buying a new flock and restarting their livelihood.
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In most cases, the Bakkarwals have moved to engage in daily wage 
labour as an alternative source of livelihood. Such wage labour involves 
construction work in urban or peri-urban areas, working in plantations 
and farms during the sowing and harvest seasons as farm labour and 
herding flock owned by persons from within the community or outside 
it. The community members have also taken to seeking employment 
from the government, especially the forest department, as daily workers 
employed to undertake menial tasks in offices or as guards for securing 
forest lands against timber smugglers and land encroachers.

9.8	 �Unravelling Child Work 
in the Bakkarwal Tribe

As stated in the above section, the members of the Bakkarwal community 
have been forgoing their traditional livelihood practices to enter wage 
work after facing competition from modern market systems. The shift 
has resulted in a breakdown of homogeneity within the tribe and has 
developed social hierarchies, with increasing disparities in ownership of 
private property, especially landholdings amongst tribal groups. With the 
changing nature of occupation and employment, children face greater 
vulnerability, as they along with women become tools in the hands of 
capital for shortening the necessary labour time for the reproduction of 
labour power and depressing wages by either working alongside the adult 
workforce or lowering the cost of subsistence by undertaking domestic 
work (Marx 1867). The work carried out within the community no lon-
ger bears any divine sanctity as it is pitched and valued in a market where 
the mode of production no longer lies in the hands of the Bakkarwal 
tribe. Thus, in present times, any ‘traditional’ undertaken by children, 
even under a familial setup, bears a subordinate relationship which is 
exploitative and hampers the growth and development of the child.

It is important to reiterate that over time certain factors, both natural 
and human-made, have led to a shift in occupational practices within the 
Bakkarwal community bringing about a shift in perceptions regarding 
work and education amongst children. The awareness of decreasing 
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profits from pastoralism over time and the need to search for alternate 
modes of livelihood have made the whole community view formal educa-
tion as an essential tool for securing their future and lifting themselves 
out of penury.

The following observations were made based on fieldwork regarding 
child work amongst the Bakkarwal tribe.

The nature and incidence of child labour amongst the Bakkarwal tribe 
does not figure in major studies undertaken in Jammu and Kashmir. Past 
studies mostly focused on the traditional handicraft sector of carpet mak-
ing and practices of usury in the valley of Kashmir (Ali 1987; Gomango 
2001; Bhat and Rather 2010), and bonded labour in brick kilns of Jammu 
where migrant workers from outside the state of Jammu and Kashmir 
work in conditions of slavery (Perappadan 2012).

The Bakkarwal children were most likely to engage in work, from a 
very young age, in households engaged in herding as a primary or even 
secondary source of income, due to the labour-intensive nature of work. 
Such engagement was witnessed in both urban and rural settlements and 
amongst landowners as well. Child work was divided along the lines of 
gender, and its intensity would increase in inverse relation to school 
attendance. Even as Bakkarwals sought formal school education across 
three districts, the decrease in access to mobile school posed a consider-
able deterrent for the nomadic Bakkarwal households without perma-
nent dwellings to send their children to school. Ownership of land for 
setting up a permanent dwelling increased the ability of a household to 
provide education to the children. In households with the head of the 
family having high wages, more education and labour market experience, 
children were more likely to be at school in relation to the time spent 
working. It is to note that most of the child work occurred within the 
‘family establishment’ or the community. Customary practice played a 
vital role in allowing for child work as most of it is done in a familial 
setup. However, some families did send their children to urban areas to 
work as domestic servants. Other families sent their children to work in 
orchards in and around the Kashmir Valley during the harvest season.

Structural poverty, loss of flock and death of an earning adult member 
of the family are the reasons for pushing children to work in either other 
Bakkarwal communities or as domestic and plantation workers for 
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securing a source of income. In such conditions, it is usually the younger 
children who are sent to work outside the family establishment, while the 
older children are retained within the family to herd the flock. One wit-
nesses a sense of ‘alienation’ within the tribe and an increased precarity 
owing to participation in such wage work. As a result, communities bereft 
of access to formal education and private property show an increased 
incidence of child workers, case in point being district Rajouri which is a 
hotspot with 11.6% child workers (Samantroy et al. 2016, p. 66).

The child work undertaken by the Bakkarwal children violates the pro-
visions of the Child Labour Amendment Act (2016) on the principle that 
it impedes their education and plays a crucial role in supplementing the 
income of the family. Furthermore, customary work under the family 
establishment does not involve only such a household to which the child 
belongs, as a dera forms the principal unit of economic organisation in 
such a communitarian setup. Hence, the Bakkarwal child is supplement-
ing the incomes of multiple households, directly or indirectly. 
Furthermore, the activities undertaken by children of both genders are 
hazardous and could be fatal. The traditional occupation of the Bakkarwals 
involves traversing difficult mountainous terrains where children are 
exposed to vagaries of nature. The hazards involved in herding the flock 
and indulging in domestic work such as fetching water include harsh 
weather, treacherous terrains and danger from wild animals such as bears 
and leopards. The children also traverse long distances along the moun-
tainous roads during the periods of migration where accidents involving 
vehicles are commonplace. Moreover, working as domestic servants 
exposes them to physical abuse, and agrarian work can bring them in 
contact with pesticide and other chemicals as they handle farm produce 
without any protection. The children of communities dwelling in the 
border district of Rajouri are exposed to cross-border fire between the 
militaries of India and Pakistan (Suri 2014a, 2014b, 2014c, 2014d, 2014e.

The materialisation of sectarian politics in India, especially with the 
resurgence of ethnonational political organisations led by the Bharatiya 
Janata Party, has made the social milieu of Jammu and Kashmir volatile. 
One can witness the pitting of Hindu majority regions of Jammu against 
the Muslim majority regions from where the Bakkarwals originate. The 
bodies of tribal children become sites of majoritarian sectarian violence in 
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order to reinforce social hierarchies. The coming together of the state, 
market and the society in reifying marginal status of the Bakkarwals was 
seen predominantly as members of Bakkarwal tribe were attacked during 
migration by vigilante ‘cow protection groups’.9 Furthermore, the chil-
dren of Bakkarwals are prone to physical violence and sexual assaults; 
methods that have been valorised by right-wing political ideologues to 
deter Bakkarwals from settling in the Hindu-dominated plains of 
Jammu.10 Such violence inflicted upon the bodies of Bakkarwal children 
is structural and seeks to regulate the hegemonic sway of a particular 
community; the violence originates from the state-market-society triad 
and permeates the spaces of work inhabited by children, thus making 
child work hazardous.

9.9	 �Efficacy of State Action in ‘Regulating’ 
Child Labour in the Bakkarwal Tribe

As observed during fieldwork across three districts of Jammu, work 
undertaken by children in the Bakkarwal tribe does bear an exploitative 
nature, even when undertaken as per the principles of customary tradi-
tions and modes of livelihood. It is against such work that state law and 
policies must be embedded to determine their efficacy in securing the 
interests of the Bakkarwal child. The legislative and executive action 
against child labour in Jammu and Kashmir stems from approaching the 
issue from two fronts, namely prohibition of child labour and enforcing 
compulsory schooling amongst children.

The primary policy referred by the Department of Labour of the 
Jammu and Kashmir government for dealing with child labour was the 
National Child Labour Project (NCLP) which had been approved by the 
Government of India in 1987. The NCLP sought to tackle the problem 
of child labour using a legislative action plan based on the child labour 

9 In 2017, a mob of 200 people attacked a nomadic family in Reasi, including a 9-year-old girl, as 
they migrated with their livestock (Khajuria 2017).
10 In 2018, an 8-year-old girl from the Bakkarwal community was sexually assaulted and murdered 
in Kathua district of Jammu division (Fareed 2018).
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legislation, convergence of general development programmes for the ben-
efit of child labour and project-based action plans in areas with a high 
concentration of child labour (Government of India 1987).

As per the NCLP, the provisions of the Child Labour Amendment 
(Prohibition and Regulation) Act (2016) become the first line of defence 
to secure the interests of the Bakkarwal children. While Section 3(1) of 
the CLPRA (2016) prohibits the employment of a person below the age 
of 14, in any occupation or process, Section 3A of the 2016 Act prohibits 
the employment of adolescents in any hazardous occupations or processes 
outlined in the stated Section.

However, during the analysis of CLPRA (2016), it was found that the 
exemption clause on work undertaken in ‘family enterprises’ in (Section 
3(2), CLPRA 2016) of the Act legitimised child work in such settings. 
Furthermore, Section 3A of CLPRA narrowed the definition of hazard-
ous work, allowing for adolescent children to face greater dangers in 
places of employment. These same provisions, when analysed against the 
work practices of Bakkarwal child, depict the lack of legislative teeth to 
recognise and tackle exploitative work undertaken by children from 
within the community. Section 3(1) allows for children to engage in 
herding the flock owned by their family as a customary practice, as it 
would not consider such a pastoral activity as generating income for the 
family. Additionally, Section 3 of CLPRA does not provide for a legal 
provision to deal with cooperative work within a dera wherein every fam-
ily can lay claim that the child is working under a familial setup. To make 
matters worse, Section 3(A) does not recognise the hazardous nature of 
various tasks that the Bakkarwal children have to undertake while follow-
ing gendered norms in dealing with nomadic work within a state of con-
flict. These provisions render child labour undertaken by Bakkarwals, 
within the community as invisible before the law. Thus, the Bakkarwal 
children and their families do not qualify for educational and economic 
rehabilitation as per the convergence strategy of the Ministry of Labour 
for the welfare and development of children under the National Child 
Labour Project (2003).

The inadequacy of state policy for tackling child labour in Jammu and 
Kashmir can be seen from the lack of a state-specific child labour project 
scheme and implementation of the Integrated Child Protection Scheme. 
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The foremost challenge faced in the eradication of child labour was the 
lack of human resources in the Department of Labour, which was the 
nodal agency tasked with the implementation of the child labour law. 
There were a large number of vacancies for the post of labour officers and 
inspectors which were primarily tasked to undertake raids at business 
establishments and other sites which potentially employed children. 
Furthermore, inadequate infrastructure and want for technology such as 
vehicles and recording devices made it very challenging for the depart-
ment to undertake such tasks, especially in rural areas where long dis-
tances need to be covered. Another concern afflicting the implementation 
of child labour law was the presence of inadequate knowledge of proce-
dural norms both amongst the enforcement agency and judicial officers, 
which resulted in low conviction rates during prosecution.

The labour legislation uses a homogenous definition of child labour, 
one that serves the capitalistic mode of production and imposes it on a 
vulnerable population prone to exploitation. Such state policy actuates 
‘institutional bias’ while claiming to eradicate child labour, both in the 
substantial definition of work and during its implementation to check 
exploitative practices of child labour in the Bakkarwal tribe. As an antith-
esis to child welfare, the legislative bias towards exploitative capital gains 
sanction from both social and legal canon.

9.10	 �Conclusion

The expanse of the capitalist mode of production into every aspect of 
social relations in the contemporary paradigm renders upon every work an 
economic value of exchange. Hence, while categorisation and distinctions 
of child work might help in distinguishing the degree of vulnerability 
faced by children while undertaking such work, at the end every work 
undertaken by children under a subordinate relation of power is tanta-
mount to child labour. However, the neo-classical theory, in its analysis of 
child work, makes such relations of power affecting the child’s agency to 
choose for themselves as invisible. It becomes erroneous to ascribe benign 
naivety to value systems where perceptions of work undertaken by chil-
dren lay entrenched as they bear the power to affect the lives of children.
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Child labour does not occur merely as a consequence of market forces. 
It is acted upon by the institutions of the state as well as the society. The 
definitions of child labour might reflect a mere economic perspective of 
work, but such a perspective emerges out of an institutional system that 
uses it for a particular end. Hence, a crystallised definition of child labour 
is quintessentially a monolith comprising dominant social, economic and 
political perspectives. Such perspectives subsume marginal value systems 
for formulating homogenous work practices in order to maintain its 
hegemony. The vulnerability of working tribal children is further acer-
bated due to their marginal socio-economic materiality as well as spatial 
inhabitation in a conflict zone. More importantly, such conditions get 
obscured through neo-classical explanations of child work. For Bakkarwal 
children, the absence of ‘good work’ becomes a lived reality within such 
capitalist spheres of production (Spenser 2009). The situation of tribal 
children will only worsen as their communities are forced to deal with the 
effects of alienation from their traditional practices brought upon by 
their integration into the market economy.

This endeavour restricts itself from giving policy prescriptions at this 
stage, but it highlights the need for future policy action based on lived 
realities. A utilitarian understanding of work needs to be eschewed as it 
fallaciously views symptoms as causation, resulting in inefficacious policy 
prescription. Policies for eliminating child labour would be incomplete 
in the absence of recommendations which tackle the structural factors 
which cause children to engage in work.
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10
Conclusions and Generalised Policy 

Inferences

Alberto Posso

This volume presents readers with new information regarding the causes 
of child labour in developing countries. As highlighted throughout the 
volume, poverty is considered the primordial cause of this phenomenon, 
and as such reducing poverty is likely to significantly impact child labour.

In Chap. 2, Joydeb Sasmal and Ritwik Sasmal argue that policies that 
promote economic growth are likely going to decrease poverty, which in 
turn will lower child labour. In Chap. 5, Eva Rodríguez Cuevas and 
Lorena Vieira Costa similarly argue that policies that aim to reduce vul-
nerability to poverty are likely to be effective in reducing child labour. 
They argue that exposure to negative shocks pushes households in pov-
erty and children into labour, so facilitating access to credit and other 
resilience mechanisms is going to be important.

The approach to economic policy in these two chapters is somewhat 
outdated yet remains relevant. Reducing poverty is likely to result in a 
decrease in child labour. The economics literature, however, widely 
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acknowledges that targeted expenditures are likely to accelerate the pace 
by which countries can reduce poverty and child labour. The discussion 
in Chap. 3 aims to highlight in a theoretical setting that child labour and 
poverty require a combination of policies. The author discusses how edu-
cational policies, combined with credit and income transfers, provide the 
right policy mix. However, Indrajit Thakurata also warns that while cer-
tain policies may work for some aspects of the population, they may 
prove ineffective for others. The author provides an example and notes 
that because of parental educational background, financial inclusion pol-
icies and free education may not be strong enough for certain households 
to induce higher educational investments and lower child labour. The 
author argues that in this case, only income support can push the house-
hold beyond a minimum threshold, which effectively incentivises greater 
investments in human capital.

Building on this theme, the point of Chap. 8 is mainly to highlight 
that even those policies that are generally thought to be ineffective may 
prove useful in certain settings. Fabien Sundjo argues that a legal ban on 
child labour is unlikely to push children into the streets or put families at 
starvation risk according to Cameroonian data. Rather, the legal ban may 
prove effective in this country.

Overall, be it legal bans or credit transfers, policies need to be harmon-
ised to be effective. Indeed, even addressing cultural issues may be rele-
vant. In Chaps. 4 and 9, Dakhina Mitra and Afreen Gani Faridi, 
respectively, highlight that child labour is often an intrinsic cultural fac-
tor. Dakhina Mitra therefore calls for a broader multidimensional 
approach to deal with child labour—one that aims to catalyse behav-
ioural change. She also calls for mass media behavioural-change cam-
paigns to break caste barriers. The author finds that households in poor 
regions adopt discourses that promote and justify the notion that poor 
children should work and produce a culture of child labour. In turn, 
these societal discourses of caste hierarchies, cultural practices, traditional 
norms, gender biases and efficacy of schooling further impede children’s 
right to exercise their choice or influence decisions. These complimentary 
policies should be aimed at changing the culture of child labour in poor 
societies. In turn, these activities are likely to compliment broader eco-
nomic policies.

  A. Posso
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Similarly, targeted policies, particularly education subsidies, may be an 
effective complimentary tool to incentivise households to increase their 
children’s educational attainment. Indeed, Roselaine Bonfim de Almeida’s 
work in Chap. 7 suggests that keeping children out of poverty is likely to 
enhance future educational outcomes and help future households build 
resilience against shocks.

However, these policy tools may not be effective for all groups, and 
considering group heterogeneity when designing policies is going to be 
important. In Chap. 6, Peter J. Morgan and Trinh Q. Long make this 
evident when they find that changing household composition can have 
different effects on schooling and child labour even within similar com-
munities. The authors show that different types of migration have differ-
ent effects on child schooling and labour. For example, children living in 
households with migrants who migrated for work are not found to be 
different in terms of school time from those living in households without 
any migrants, and children living in households with migrants who 
migrated for education or other purposes tend to have a higher probabil-
ity of attending school. In this case, understanding changes in the family 
structure, not only cultural factors, is likely to lead to better policy rec-
ommendations. Thus targeting policies to specific circumstances and 
communities, as well as targeting the general causes of child labour, is 
possibly the most effective way to tackling this phenomenon.
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