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The Child Labor Problem
1.Introduction

Child labor is not a new phenomenon. According to the International Labor Or-
ganization, in 1993 there were at least 120 million of world’s children between the
ages of five and fourteen years did full-time, paid work. (ILO 1996; Kebebew Asha-
grie 1998) Many of them work under the terrible condition, sometimes they work
longer than the adult.

Child labor exists in many countries at different historical stage. In the industrial
revolution in Europe, the factories use a large number of child labor and female work-
ers. For example, the share of cotton mill workers under eighteen in surveys in Man-
chester, Stockport, and Preston in 1816-9 were 47%, 58%, and 65% respectively,
while by 1835 the corresponding figures had fallen to 39%, 36%, and 47 %.( Galbi,
1997) In Africa and Vietnam, the child labor is still a common situation.

Our purpose is to review the theory, give the reason why children work and spe-
cific examples and come up with some policies. Following the work of Basu and
van's(1998), it is now widely recognized that child labor is a symptom of poverty and
its eradication depends on economic development. This paper explores the develop-
ment of this influential theory that puts the parents’ decision to educate the child at the
center of analysis. We then discuss the impact of fertility poverty and credit con-
straints on child labor. We end by discussing which policies appear to be most effec-

tive-education subsidies, minimum wages on other anti-poverty programs.



Fact

According to the ILO Convention No. 138 and No.146, The minimum age for
work should not be below the age for finishing compulsory schooling, and in any case
not less than 15. {Tlo.org, 2015)The definition of child labor of TILO is not very clear,
because some children participate in activities which have the economic nature, such
as the help the parents do some farm work.

Though the campaign against child labor made some achievement, child labor is
gtill very serious. During 2008-2012, the number of child laborers decreased by 47
million, from 215 to 168 million. Until 2012, there are 85 million children do the ha-
zardous work. Children in the 5-11 years age group account for by far the largest
share of all child laborers: 73 million, or 44 per cent of the total child labor popula-
tion. (ILO, 2013)

Table 1. Children in employment, child labor and hazardous work by age group,

2000-20
Sex Children in employment Child labour Hazardous work
('000) % ('000) % (000} %
Boys 2000 184 200 234 132,200 168 §5.700 122
2004 171,150 213 119575 149 74,414 g3
2008 175,777 214 127,761 156 74,019 90
2012 148,327 18.1 99,766 12.2 55,048 6.7
Girls 2000 167,700 225 113,300 152 74,800 10.0
2004 151579 19.9 102,720 135 53,966 7l
2008 129892 169 87.508 114 41,296 54
2012 116,100 15.2 68,190 89 30,296 4.0
12.

Whatever the developed countries or developing countries, there iz no such a
country has no child labour. Essentially, child labour almost exist every countries and

it is a sifuation of degree.



2)Theory and Evidence

The menace of child labor has provoked intense debates over past two decades. In this
section we examine the Basu theory model (1998) and some empirical evidence re-
garding families decision making and its connections for school and work choice for
the child. We contemplate family’s decision making and market characteristics that

restrict the options that households make regarding their children.

In specific , recent empirical and theoretical considerations has center on the role that
failure of credit market play in child labor situation. Increasing access and more re-
turns to education, changes in the social norms and development of financial market
may all contribute towards the decline in child labor. An examination of link between
child labor and poverty made it possible to differentiate between families” characteris-

tics and wider, macroeconomic phenomena.

Poverty

Poverty is one of the main reasons for increasing child labor in developing coun-
tries. Children are forced to work in order to support their families. Houscholds have
no choice but to send their children to work to support their livelihood. This can be
defined as subsistence poverty.

Basu and Van (1998) discusses model that talks about the relationship between sub-
sistence poverty and child labor. Their model is based on two crucial assumptions that
are luxury axiom and substitution axiom. According to luxury axiom families put
their children on work only when they are unable to meet the subsistence needs. Par-

ents are considered to be altruistic and only send their children to work when com-



pelled by circumstances. Substitution axiom states that child labor can be substituted
in place of adult labor.

According to Levison and others (1998) there is link between substituting adult in
place of child at work. They show that in India adults are almost as good as children
in producing hand knotted carpets. So it is possible that child labor can be replaced by
adult labor. But as adult labor costs more and for this reason carpet industries may
resist and be reluctant to resort only on adult labor.

In the basic model, assuming that economy consists of N households and that each
household consists of one adult and M represents number of children in the house-
hold .In the diagram below the wage is on the vertical axis and the quantity of labor
on the horizontal axis. The two vertical lines are supplies of labor. One corresponds
to adults working and the other to adults and children working. If the wage falls be-
low the survival wage then both adult and children works. However if market wage is

above the survival wage then only adult works.



There are two stable equilibrium a low wage equilibrium where both adult and child-
ren works and a high wage equilibrium in which children are attending school. B
represents unstable equilibrium.

There are two results that can be concluded from this model. Firstly the relation be-
tween the number of children per household and child labor. The basic needs of the
family increases as m rises and thus adult wage should rise necessarily to ensure no
child labor. If M raises sufficiently, the good equilibrium that is where only adult
works disappear. Also if increase in m does not impact the good equilibrium, the child
and adult equilibrium can be worse, by shifting it to point where both wages have fal-

len. Also increase in m can push economy to a point where bad equilibrium can come



into existence, previously that not existed. These can be some of the reasons that how
increased fertility can be associated with increased child labor.

Secondly that both bad and good equilibrium co exists, while economy is on bad equi-
librium. Basu and Van (1998) discusses how the ban on child labor can impact the
equilibrium wage. If child labor is banned then employers have to fill the vacant posi-
tion with adult workers and as a result adult wage rises to good equilibrium level. At
this point families will send their kids to school and stop supplying child labor. If the
good equilibrium is not there then the families will be worse with child labor ban. Ban
will give rise to new equilibrium where the adult wage is higher, but the wage will be
under the critical level, necessary to meet basic livelihood needs. Therefore prohibi-

tion of child labor may only work if good equilibrium exists.

Parental influence

The assumption in theoretical models of child labor is that parents make decisions
according to allocation of household resources. So parental preferences play an im-
portant role in making the decisions that if children go to work or go to school.

“Rogers and Swinnerton (2004) modify the model un Baland and Robinson
(2000) and show that when both parents and children are altruism, the relationship
between parental income and child labor may exhibit an invert-U shape™. Since par-
ents may dependent on transfer from their adult children in low income families. In
another words, those adults’ children who works and get salary are supporting their
family. However, the level of parents’ income is the indirect influence of decision if
children go to work. As a result, parents in low income family may increase the hours
that their children go to work and decrease the hour children go to school. Only when

parental income is high enough to maintain households well, then the child labor may



decline with parental income.

Related to the discussion on altruism is whether or not there is a positive stigma
towards child labor. Even most of literature assumes that parents will only send their
children to work if poverty or there binding constraints compel them to, Patrinos and
Shafiq (2010) discuss the case where parents may have a positive attitude towards
child labor. Some parents think that child labor is safe, and also has benefits of teach-
ing children valuable skills. Those kinds of parents keep the opinions that child labor
can learn responsibility, social morality, and discipline which can be combined with
school. So parents would like children to work since those parents regard child labor
as important as school education.

A third parental reason which influences child labor would be the level of par-
ents’education. There is increasing evidence that parents with higher education are
more likely to send their children to school and keep them out of labor force (e.g.
Strauss and Thomas (1995)). As a result, well-educated parents would have a greater
preference for education since high education level parent’s gaing high returns from
“intergenerational transmission of human capital”. Emerson and Souza (2007) find
that it is the father’s education that has the greatest impact on children’s education
level using the data from Brazil. Therefore, the research on parental characteristics
leads to the agency aspect of child labor. As parents often make decisions on behalf of

their children, influencing parental characteristics play a significant role in reducing

child labor.

Credit Market Imperfection

Subsistence poverty alone is not the reason for child labor. If families are credit

constrained then children are forced to work. If family income will be rising over



time, then the parent may find it favorable to borrow against the future so as to have
stable consumption over the course of time. That is savings will be negative when
kids are young. Nevertheless, if parents do not have easy and cheap access to credit
markets then they have to depend on internal assets. In child labor case, parents put
their children at work rather than investing in human capital that will make their kids
more efficient and productive in future. However this strategy is favorable for the
family in the credit constrained situation but is not effective.

Ranjan (1999) discuss a two- period model where family has to decide between
whether to send the child to work or to school in first period. There are two kinds of
wages, adult wage and child wage. Adult wages can further be categorized in two
types — skilled wage and unskilled wage. Also child wage is less than unskilled wage.
And there is no livelihood constraint. If child works in first period he will earn child
wage in first period and in second period he will unskilled wage. A child who attends
school in first period and works in second period will earn no wage in first period and
skilled adult wage in second period.

There are two cases, first where families have entry to the international capital market
and can borrow money at interest rate ». And in the second case, where households
doesn’t have access to credit markets. Ranjan’s model shows that in case 1 family will
always to choose to send their children to school rather putting them on work if return
on education, i, is more than market interest rate 1.e. 7 > r , despite of the initial level
of family income. In second case, Ranjan reveals that there is minimum level of fami-
ly income above which all households will send their children to school, however, if
income is below this level then households have no choice and are forced to put their

children on work. The reason is that, at low levels of income the marginal utility



linked with sacrificing child wage is quite high, and more than compensates the future
value in benefits from the greater skilled wage.

Dehejia and Gatti (2002) discover an inverse relationship between child labor and role
of credit constrained. They evaluate a basic model of child labor determining for a
panel of 172 countries for the years 1950-60, 70, 80 and 95. The credit constraint va-
riable is proxied by the GDP share of credit institution. They discover that an increase
of one standard deviation in GDP share of eredit is linked with 10% decrease in child
labor standard deviation. Concluding that families are less likely to send their children
to work if they have access to credit during economic volatile period than families

facing credit constraints.

Social norms customs and discrimination.

Some economists argue that decision if sending a child to go out to work depend
on social customs (Helena s. and Dukey, 2002). If other families let their children to
be educated, but there is only one family let child to be child labor, then the child la-
bor family's parents will face big moral condemnation. This family will be judged
egoism by social norms. So the parents are very difficult to make such a decision only
let his children to word among other educated children. On the contrary, if child labor
i1s widespread, so a family which let children work would face much smaller social
pressure. As a result, in some poor countries, the high number of child labor would be.

a normal phenomenon.

Lack of quality school

Dessy & Pallage (2001) in a related study in Pakistan found that due to a lack of



good schools, and parents to their children by education of the future carnings dis-
count is low which lead to the emergence of a large number of child labor. Jensen,
and Nielsen (1997) over the study also found that, since there is no (or without prop-
er) schools, a large number of families failed to send children to school, part of the
children drop out from schools and become a child labor. In fact, the more poor fami-
lies tend to live in the more backward countryside developing country, sparsely popu-
lated region, there is impossible to have the appropriate school (or far away from the
school). High cost of natural conditions make those children give up going to school.
In addition, if the number of school teachers is not enough then the quality of educa-
tion will be decreased. Also parents will push their children into the labor market

since they have lower returns of education than their exception.

3)P0hcy Child labor problem has already attracted human’s at-

tention. Each country establishes different laws in order to decrease even
eliminate child labor. Governments have tried different types to interpose
child labor. Some area’s government try to do coercive interposes which
means that each country’s governments or international organizations issue
compulsory policy. However, there are still some disadvantages of coercive
policy.

Firstly, there is disparity between Implements and laws. In terms of law,
there are three different forms of intervention : intervention within a coun-
try (intra - national) law, which is enacted by a state government, the main
purpose is to control its internal number of child labor; Super borders (supra
- national) in the form of legal intervention, this is with the aid of some in-

ternational organizations, such as the |ILO, WTO and UNICEF, the purpose is



to require all signatories to take measures to control humber of child labor;
And for extra - national legal intervention in other countries, such as some
developed countries refused to imports from Child Labor abuse country or
enterprise, such as the United States of the interference using Child Labor
Act (US Child Labor Deterrence Act, 1993), although promulgated by the
United States, but mainly for the third countries (Basu, 1999). Even the gov-
ernment establish the policy to force factories do not employ child labor,
there do exist consciousness of low-income country’s citizen. Some of the
parents in low-income country allow their child to be a child labor since
they does not realize the relationship between child labor to lack of educa-
tion. They did not realize the importance that lack of education would re-
sult in their family’s poorness. Exactly, in some low-income country, to earn
their life to make their family alive is much significant than go to school.
Besides, some city does need cheap labor power. For example, developing
country which is famous for textile industry, handicraft industry or
processing process, those factories are as cheap cost for competitive advan-
tage. In order to abstract more order of goods, they have to decrease the
cost of skilled labor. Instead of skilled labor, factory would prefer to employ
child labor which is unskilled but lower cost. Even the government obtains
laws to prohibit child labor, in front of benefit, those factories choose to ig-
nore the laws and insist employing child labor. The result is that a large
number of children are forced to work in the informal sector. And the in-
formal sector work unsupervised and dangerous , tend to form more bad,
more dangerous work, also more bad for children’s growth. Although there

are many forms of law, the scholars realized that in different areas, differ-



ent policy should be implemented, in particular in poor areas if not from
place to place and if appropriate, will often backfire. Now, outright bans on
child labor is not only impossible (may let the child from the formal sector
to more difficult to supervise the informal sector), and may lead to some
countries, small to a specific family, even the welfare of the child himself
deterioration. Because usually, the causes of child labor is often the ex-
treme poverty, caused by cancellation of child labor and the effect of the
rise of adult wages and household income to reduce the effect of which is
greater still difficult to determine, in some cases, child labor work income
is essential not only for some families, and is the child Labour itself, is he to
maintain the necessary level of health and nutrition, accept education in-

dispensable conditions (Ray, 2000; Dessy and Pallage, 2001).

Therefore, the policy does not guarantee that all child labor would go to
school. Even children give up to be child labor in factory, not all of them
choose to back to school to be educated. In poor country, child may help
their poor family to earn life. They may do housework or take care of broth-
ers and sisters, or even be engaged in agriculture to help family. Also there
do exist some underground illegal factory. Not only they can escape from
government’s tax, but also they use child labor to be their illegal workers.
Those kind of underground illegal factory usually protect them really well.
The government, the police, even the citizen are difficult to publish them.

The minimum wage law is a kind of effective approach? As for child la-
bor in the formal sector work, it does have certain effect, but for the in-

formal sector, especially in the vast majority of the distribution of child la-



bor in the countryside, it has little effect. The results of the empirical
study are not fully support this way. For example, from a historical point of
view, in terms of the United States, in the last century, the minimum wage
law only impact on employment and child Labour only weak (Moehling,
1999).

Except the minimum wage law, another can be very effective legal form
is the compulsory is the education law. Many countries have their own legal
minimum of compulsory education and legal working age, the world average
of about 15 years old through the compulsory education law, mandatory
provisions. Within the scope of a certain age children must accept educa-
tion in school, so as to achieve the goal of indirectly reduce child labor.
However, if a country eager to implement compulsory education, then it
must be on the obligations stipulated in the education subsidies. Otherwise
the situation will appears on the one hand that countries would school-age
children have to accept compulsory education, and on the other hand, poor
families cannot afford the costs of education embarrassing situation through
compulsory education also is difficult to achieve the purpose of reduce child

labor.

S)Conclusion

The aim of this paper has been to explain the fact that there is no particular under-
lying factor accountable for the phenomenon child labor. Somewhat subsistence po-

verty, credit market failure or imperfections and parents’ choice to send their children



to school or at work, all may contributes toward child labor. As a consequence, no
specific policy instrument policy instrument can be presumed to eliminate child labor.
Putting bans on child labor or boycotting the products produced by child labor is not
the solution to eradicate child labor. As these policies does not solve the purpose to
eliminate the root cause of child labor. Rather these kinds of policies can sometime
have negative effects, making children and households worse off. These boycotts and
bans do not produce the desired results if houscholds don’t have alternative options.
For successfully eradicating child labor, policymakers must come up with more so-
phisticated policies that address to the root cause and provide alternative opportuni-
ties. Policies like introducing minimum wage law and compulsory education and de-

velopments of financial markets can help government to tackle with the problem of

child labor.
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