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Child Labor in the World 
• 168 million child laborers worldwide, 85 million in 

hazardous conditions (ILO, 2013) 

• Child labor not a new problem, but now concentrated in 
developing countries 

• 28 million working children in India (UNICEF, 2011) 
—Average 21 hours of work per week (Child Rights and You, 2013) 
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Child Labor in the World 
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Times of India, July 2013 

Some debate 
surrounding child labor  

Times of India, 
November 1994 



Child Labor Bans 
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 Often used policy: child labor bans 
  

• Minimum age restrictions for work in the US (and other now 
developed countries) 

—State and industry-specific laws from mid-1800s; national act in 1938 

• Bans on child labor across the world 
—ILO Minimum Age Convention ratified by 166 countries (various age 

restrictions; does not currently include India) 

• Bill to ban all forms of child labor has been before Indian 
Parliament since May 2012 

—Hundreds march in New Delhi to demand legislation in late August 
2013 

 

  

  



Child Labor Bans - Pros 
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 “How has this progress over the last 12 years occurred? The decline in 
child labour has taken place against the backdrop of a sustained global 
movement against child labour involving a multiplicity of actors and 
efforts at a variety of levels …  

 …including political commitment of governments, increasing number of 
ratifications of the ILO Convention No. 182 on the Worst Forms of Child 
Labour and the parallel surge of the ILO Convention No. 138 on the 
Minimum Age for Admission to Employment” 

  
◦       

 ILO 2013 

  



Child Labor Bans - Cons 

 “…they work because they need to make some money to 
survive… Banning child labor without addressing poverty 
serves merely to eliminate a viable and currently necessary 
alternative for these children and their families.” 

  
 -Ranjani Iyer Mohanty 

 Financial Times, July 2013 
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“Hi Derek! My name's Little Cletus and I'm 
here to tell you a few things about child 
labor laws, ok? They're silly and outdated. 
Why back in the 30s, children as young as 
five could work as they pleased; from textile 
factories to iron smelts. Yippee! Hurray!” 



Bans & Economics 
Lots of debate in policy and academic circles, yet very little 
empirical evidence on effectiveness of child labor bans 

 

• Long history of legal interventions (bans on racial and 
gender discrimination, child marriage, etc.) 

• Unintended consequences of laws a central concern of 
economic analysis 

• Particularly in the case of child labor bans, usually hard 
to make a welfare claim 
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Introduction: Model 
• Impact of ban on child labor theoretically ambiguous 

(Basu and Van 1998, Basu 1999, Baland and Robinson 
2000, Basu 2005) 

• Show in a simple model that an imperfectly enforced ban 
can lead to more child labor 

• Extend model to two sectors 
—Ban enforced in only one sector (manufacturing) 

• With labor market frictions, ban can still lead to 
increased child work 
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Introduction: Empirics 
• Major law change in 1986 

—All under 14 banned from working in “manufacturing” 

• 1983, 1987, 1993 National Sample Surveys (NSS)  
—Observe only the extensive margin of labor 
—Employment surveys linked to consumption and expenditure 

survey 

• Difference-in-difference strategy 
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Main Results 
• Child wages decrease by more than adult wages 
• Child labor increases in both sectors 

—Child is 0.8 pp (5.6%) more likely be pushed into work if sibling is 
age-eligible to be affected by ban 

—Effect increases to 4.6 pp (32%) if sibling is age-eligible and works in 
banned sector 

—Stronger effects for those likely to be poorer 

• “Treated” children ages 10-13 less likely to be in school 
• Small decreases (when significant) in consumption and 
expenditure after ban 
• Results in line with two-sector extension with frictions 
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Child Labor Act of 1986 

12 BHARADWAJ & LAKDAWALA: CHILD LABOR BANS 



Child Labor Act of 1986 
• Multiple child labor laws before 1986, but only for 

specific jobs 
—Not coordinated across occupations 

• Main draw of 1986 law: uniformity in age restriction  
—Under 14 not allowed to work in certain industries, occupations 

and processes 
—Ban applied to many non-agricultural jobs (transportation, mines, 

construction, manufacturing, etc.) 
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Child Labor Act of 1986 
• Major caveat: no ban on agricultural work or work in 

household businesses 
—Act did lay out regulations for legal child labor  

• Penalties 
—Imprisonment for “not less than three months” or 
—Fine of “not less than 10,000 rupees” or both 
—Harsher punishment for repeat offenders 
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Child Labor Act of 1986 

 Bangle 
manufacturing in 
Bihar 

•Public arrests of 4 
employers 

•Referred to as the 
“beginning that has 
to be made 
somewhere” 

 (From the Times of 
India, January 1987) 
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Child Labor Act of 1986 
• From 1990-1993, over 60,000 inspections turned up 

more than 5,000 violations at the state level (Human 
Rights Watch, 1996) 

—Yet few prosecutions 

• Weak enforcement, though widespread awareness 
—Busts make national news 
—Employers circumvent law by subcontracting, claiming false familial 

ties, fake identities 
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Model: One sector 
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Model: One sector 
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Child labor ban 
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Child labor ban 
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Impact of child labor ban 



Two sectors, complete 
mobility 
• Two sectors: manufacturing (ban), agriculture 

—Except for ban, sectors identical 

• Complete wage equalization across sectors pre-ban 

• Impact of ban: labor reallocation 
—Cost of hiring child labor rises in manufacturing; child wages fall 
—Children flow from manufacturing to agriculture 
—Adults flow from agriculture to manufacturing 
—No overall effect on levels of child labor (no increase or decrease) 
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Two sectors, no mobility 
• Barriers to entry into manufacturing 

—Higher wages in manufacturing pre-ban 

• Ban lowers child wages in manufacturing 

• Higher levels of child labor overall 
—Though unclear in which sector or both 
—Depends on household structure, barriers to entry 
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Model: Summary 
• Wages fall by more for children relative to adults in 

manufacturing 
—Wages could fall in agriculture as well, but no relative change 

• Effects on child employment depend on the state of the 
labor market 

—No frictions, no effect (reallocation only) 
—Child labor could increase in both sectors if labor mobility is 

restricted 
—Slightly more complicated story with partial mobility 
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Data 
• Employment surveys collected by National Sample 

Survey Organization (NSS) 
—Integrated by IPUMS International 

• 1983, 1987, 1993 rounds 
• Employment information 

—Available for ages 6+ 
—Observe only the extensive margin of labor 
—Paid work observed separately from housework 
—“Agriculture” defined as agriculture, forestry and fishing 
—“Manufacturing” defined as all other industries 
—Observe linked expenditure and consumption survey 
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Descriptive statistics 
Household characteristics 1983 1987, 1993 
Family Size 6.202 5.968 
HH Head is Male 0.915 0.918 
HH Head Age 43.613 43.064 
HH Head Completed Secondary School 0.098 0.135 
HH Head is in Agriculture 0.509 0.499 
HH Head is in Non-Agriculture 0.361 0.392 
Urban 0.233 0.236 
Number of Observations 72,276 136,510 

Child characteristics 1983 1987, 1993 
Age 10.934 10.985 
Male 0.528 0.535 
Number of Siblings Ages 7-17 1.932 1.787 
Employed  (1=Yes, 0=No)  0.148 0.117 
In School  (1=Yes, 0=No)  0.504 0.605 
Weekly Real Wages (1982 Rupees, conditional) 31.34 46.34 
Number of Observations 177,965 336,724 
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Empirical strategy: Wages 
log 𝑤𝑤𝑤𝑤 𝑖𝑖 = 𝛾0 + 𝛾1𝑈𝑈𝑈𝑤𝑈14𝑖 + 𝛾2𝑃𝑃𝑃𝑡𝑡𝑡𝑡𝑡𝑖 

+𝛾3𝑈𝑈𝑈𝑤𝑈14𝑖 × 𝑃𝑃𝑃𝑡𝑡𝑡𝑡𝑡𝑖 + 𝛾𝑋𝑋𝑖𝑖 + 𝛿𝑖 + 𝜈𝑖𝑖 

 

• According to model, child wages should fall by more than 
adult wages in response to the ban, i.e. 𝛾3 < 0. 

• Identifying assumption: difference in child and adult 
wages stable over time in absence of ban 

• Caveat: wage data only available for work outside the 
home, so selected subsample 
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Results: Wages 
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Empirical strategy: Labor 
• Who is affected by the ban? 

—Model tells us that ban impacts income through drop in child 
wages 

—Families with children working in manufacturing prior to ban are 
those who should increase supply of child labor 

• Without panel data, cannot tell whether working 
children after ban also worked before ban 

—Cannot identify households whose incomes were affected by ban 
—Can identify those likely to be affected by ban 
— “Reduced” form results still informative 
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Results: Reduced form labor 



Empirical strategy: Labor 
• “Treated”: at least one sibling whose age makes them 

likely to see a decrease in wages due to the ban (sibling 
age < 14) 

—Sample of children with siblings 0-25 

• Narrow definition: at least one age-eligible sibling 
working in manufacturing 

—Restricted sample of children with at least one sibling in 
manufacturing 
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Employment probabilities 
within families 
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Results: Labor 
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Results: Labor by poverty 
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Results: Labor by poverty 
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Results: Schooling status 
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Household welfare 
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• Employment response not necessarily indicative of 
household welfare decreases 

• Do not observe wages of everyone 

• Other ways of dealing with lower child wages – could 
decrease savings, assets etc 

• Overall household expenditure and consumption could 
increase with more children working 
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Welfare effects 



Robustness checks 

• Falsification tests 

• Economic growth/skill biased change 

• Other national/state policies 
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Falsification: Other ages 

Return 

Treatment = At least 1 HH member ages 10-14 
Dependent Variable: Employed (1=Yes, 0=No) 

Ages 18-25 Ages 26-55 Ages 55+ 
(1) (2) (3) 

        
Treatment*Post1986 -0.003 -0.001 -0.001 

(0.004) (0.002) (0.005) 
Pre-Ban Mean of Dep. 
Var. 0.530 0.650 0.380 
Observations 216,922 611,785 141,331 
R-squared 0.307 0.448 0.356 

*** p<0.01, ** p<0.05, * p<0.1  Standard errors clustered by household. 
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Falsification: Imposing fake 
age restrictions 

Dep. Var.: Employment 
Ages 10-13 

Baseline 
Underage Sibling 

= Under 4 

Underage Sibling 
= Sibling Aged 15-

19 

Underage Sibling 
= Sibling Aged 20-

25 
(1) (2) (3) (4) 

Treatment 0.008*** -0.003 0.005 0.002 
*Post1986 (0.003) (0.004) (0.004) (0.004) 
Observations 182,005 96,325 96,325 96,325 
R-squared 0.098 0.101 0.100 0.100 
*** p<0.01, ** p<0.05, * p<0.1  Standard errors clustered by household. 

41 BHARADWAJ & LAKDAWALA: CHILD LABOR BANS 



Falsification: Post trends 
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Economic growth 
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Economic growth 
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Skill biased change 
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Other policies 
• Pertinent labor laws were passed before 1983 

• Using Besley and Burgess labor classifications, only 3 
states change classification during this period 

• National Policy on Education, 1986 
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Other policies 
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Other checks 
• Narrower samples 

• Adding sample weights 

• Flexible demographic controls 

• Family level analysis 

• Narrow definition of “treatment” 

 

48 BHARADWAJ & LAKDAWALA: CHILD LABOR BANS 



Summary 
• Impacts of the ban 

—Child wages fall by more than adult wages 
—Child labor increases  
—Increases mainly in agriculture 
—Stronger effects for poorer households 
—Affected children also less likely to be in school  
—Consumption does not increase along any margin, if anything slight 

decreases in consumption/assets 
—Clear negative welfare implication 
—Results in line with two-sector extension with labor market frictions 
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Discussion 
• Why didn’t the 1986 ban work? 

—  Policy did not address underlying cause of child labor 
—  Broader theme of optimal policy in a world with weak enforcement 
— Behavior at the margin of subsistence can be qualitatively different 

• Results important, considering debate on new child labor law 
in India 

— Many amendments to the Act over the years (mostly banning work in 
more occupations, raising punishments) 

— Current bill before Parliament to ban child labor in all sectors 
— Rights based activism 

• Alternatives to bans 
— Cash transfers, increase returns to and investments in education 
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Robustness: family-level 
specifications 

Dependent Variable: Proportion of Children Working 

Treatment = At least 1 child age 10-13 
Treatment = At least 1 child under 14 

working in manufacturing 

Ages 6-9  Ages 10-13 Ages 14-17 Ages 6-9  Ages 10-13 Ages 14-17 
(1) (2) (3) (4) (5) (6) 

Treatment 0.004*** 0.008*** -0.010** 0.029** 0.013 0.047** 
*Post1986 (0.001) (0.003) (0.005) (0.012) (0.009) (0.021) 
Mean of 
Dep. Var. 0.020 0.150 0.351 0.031 0.240 0.482 
Obs. 140,725 139,301 117,700 16,903 21,953 27,513 
R-squared 0.021 0.098 0.149 0.125 0.730 0.172 
*** p<0.01, ** p<0.05, * p<0.1  Standard errors clustered by household. 
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Return 
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