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Abstract:

Althoughit is intuitive and morally compellingthatthe worstforms of child labourshouldbe eliminated,
banningthemin poorcountriesis unlikely to be welfareimproving andcancomeat the expenseof human
capitalaccumulationWe shaw thatthe existenceof harmfulformsof child labour in fact,hasaneconomic
role: it helpskeepwagesfor child labourhigh enoughto allow humancapitalaccumulation. Therefore,
unlessappropriatanechanismaredesignedo mitigatethedeclinein child labourwagescausedy reduced
employment optionsfor children, a ban on harmful forms of child labourwill likely prove undesirable

in poor countries. We perform our analysiswithin a simple two-periodmodel of parentalinvestmentin
childrens educatiorandnutritional quality:.
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1 Intr oduction

If we wereto gathera large crowd of peoplefrom diverseoriginsin a football field aroundary European
city, askingthemto vote ona banon harmfulformsof child labour no doubtthey would unanimouslyote
in favour of the ban. In factthey have nothingto losein this vote andthey might eventhink thatthey are
doingsomethinggood. It maycomeasa surpriseto them,asit did to us,thatpoorcountriesmight not gain
from suchcornvention. This paperprovidesa welfare evaluationof the new corventionon theworstforms

of child labourinitiated by the InternationalLabourOrganisation(ILO).

The internationalconsensu®n the elimination of child labouris built aroundthree main concerns:the
protectionof children,their mentaland cognitve development,andthe economicimpactof child labour
Echoingthis consensughelnternational.abourOrganisatiomputtogetherin 1973,a corventionestablish-
ing atfifteenyearstheminimumagefor admissiorto emplg/ment(CornventionC138). Notwithstandinghe
needto protectchildren,thereis now awidespreadgreementhatpoverty is the maindeterminanof child
labour implying thatthis phenomenorshouldbe toleratedin poor countries,at leastin its non-hazardous

forms(see.e.g.,Anker, 2000).

Recently therefore,the concernaboutchild labour hasshifted to its worst forms. In 1999, a new ILO
corventionwasdesignedhataimedat banningonly thoseforms of child labour Two yearsafterits birth,
however, thenew ILO CorventionC182is far from having drawvn universalsupport.In particular the vig-
orousratificationcampaigrlaunchedoy ILO hasnotyetgenerateanuchenthusiasnamongpoorcountries,

thosewith per capitaincomebelov $1000.

While it is undeniabléhathazardousvork hasa negative impacton childrens well-being,to banit requires
anunderstandingf its determinantsincludingtherole of poverty. For the banto be successfulit mustbe
thatit doesnot make poorfamiliesworseoff. If parentsarealtruistic,it is difficult to understanavhy they
would evenchooseo enlisttheir childrento performhazardousvork. Of coursecoercion,asin the caseof
child slavery andbondedlabour could be an explanation. But not all worstforms of child labourarethe
resultof coercie forces.In fact,aswe shawv in this papey coercionis not necessaryor altruistic parentso
consento their childrenengagingn hazardousnddangerousctiities, suchasprostitution,begging,and

others.

In this papertherefore we amguethat, althoughit is intuitive thatthe worstforms of child labourshouldbe
eliminated,usinglegislationto banit may not be welfareimproving andcancomeat the expenseof human
capitalaccumulatiorin poorcountriesunlessappropriatanechanismsredesignedo mitigatethedecline
in child labourwagescauseddy reducedemploymentoptionsfor children. This resultis obtainedwithin

a simple two-periodmodel of parentalinvestmentin humancapital. A main featureof the modelis the



complementaritypetweenthe quality of the nutrition receved by a child and his scholasticachiezement.
While parentsmay in fact value their childrens education,they would not be inclined to investin this
educatiorif educatiorandgoodhealthcannotbereconciled Parentanayknow thatthereturnsto education
arehighin thelong run, but thosereturnscanonly be capturedby a healthychild andwell-educateddult,
which makesthe quality of the child’s nutrition andschoolingcomplementaryAllowing for part-timechild
labourmayin factenhancénumancapitalin the economy In our modeleconomythereis a supplyof child
labourerdn bothnon-harmfulandharmfulformsof child labour Althoughparentanayprefernon-harmful
work, in equilibrium,wagesfor bothtypesof child labourwill adjustto make themindifferent,causingooth

formsof child labourto coexist.

Ouramumentgely onaseriesof empiricalfindingslinking malnutritionandscholasti@achiezements Pos-
itive correlationsdbetweemutrition andschoolperformanceareundisputedsee,e.g.,Behrman,1996,for a
suney). Becauseof simultaneityproblems however, causalityis not straightforvard to establish.In fact,
for parentsto sendtheir childrento schoolandto provide themwith adequatenutrition are simultaneous
decisions.After accountingfor this endogeneityof variables,Behrman& Lavy (1997)find little effect of
healthvariableson schoolingoutcomesunlike previous estimatesgnoringendogeneityproblems . Glevwe
& Jacoby(1993) and Alderman,Behrman,Lavy, & Menon (2001)do find, however, that poor nutrition
significantlydelaysschoolenrolment. In essencehealthis not a factordeterminingchildrens successn
schoolbecausechildrenin schoolsare healthy but malnutrition doesaffect the prospectsof childrenin
general sincea child in poor nutritional statuswill not be sentto school. This evidencethereforesuggests
thatthereexists a thresholdnutritional level belov which it is not worthwhile to enrol childrenin schools.
This will have importantimplicationsin our modelling, Section2. Notwithstandinghe above, it is widely
acceptedhattemporarilymalnourisheathildrenlack concentratiorandlearnlessthanchildrenwith better
nutrition. The nggative effectsof short-termmalnutritionon schoolingoutcomesareestimatedy Harbison
& HanusheK1992).

Thatchild labouris animportantphenomenomakesno doubt. In mary poorAfrican countriesthe propor

tion of childreninvolvedin labouractiitiesrangegrom 20to 30%,dependingntheage-brackt considered
(seefor instance]LO, 1996;Canagarajal& Coulombe,1997;Grootaert,1998). Thatit maycomeatthe
expenseof educationis intuitive, yet not necessarilyrue, aswe arguein this paper Child labourhasbeen
the focusof muchreflectionin recentyears(seeBasu,1999,for a suney). Many explanationshave been
offeredfor a practiceof which parentgshemselesoftendisappree. In Basu& Van(1998),thoughparents
are altruistic towardstheir children, they neverthelesssendthemto work to provide a necessaryncome
supplement.in Baland& Robinson(2000), child labourarisesbecausehildrencannotcommit to trans-

fer partsof their future incometo their parentso compensatéhemfor supportingtheir education.Dessy



& Pallage(2001)shawv that child labourmay alsofind its origin in the lack of a coordinationmechanism
betweerfirms’ decisiongo investin skill-biasedtechnologiesandparents'decisiongo sendtheir children
to school. Socialnormshave alsobeenput forth to rationalisethe practice(see,e.g.,Lopez-Cala, 1999).
Market-orientedsolutionsto child labourare not straightforvard to apply As Basu(2000) pointsout, for
instance raisingthe minimum wageto relax the budgetconstraintof the poor, hasambiguouseffects. It
may in factinducea larger shareof child labourers.Hencethe attractvenessf coercve measuresuchas
thosepushedorward by the InternationalLabourOrganisation.In mostof the literature,including Dessy
(2000),bansonchild labourareindeedadwcatedasParetoimprovementsin fact,Basu& Van(1998)were
probablythefirst to suggesthatthesebansarenot necessarilysocially desirablein thatthey mayworsen
the family condition. In the presentpaper we shawv that even selectve banscould be detrimentalto poor

countrieswelfareandeconomicprospects.

In the next section,we develop a modelconsistenwith the empirical evidenceon the role of nutrition in

schoolingdecisionsln Section3, we discussour resultsandconclude.

2 A Two-Period Model

Considerthe following two-periodeconomy with a single consumptiorgood. In the first period, thereis
a continuumof identicaladultsof measurel. Eachadultis endaved with humancapitalh, andbearsone
child wholivesfor two periods.Adults andchildrendisposeof aunit endavmentof time, which, for parents,
is entirely allocatedto work, but, in the caseof children,canbe divided betweenschoolandwork. In the

secondperiod,the childrenareadultandtheir parentsxit thelabourforce.

Threemainfeaturescharacteris@arentalllocationof childrens time usein this model. First, child laboug
dependinguponits form, canbe harmfulto childrenin the sensahatit canadwerselyaffect their ability to
accumulatdhumancapital. Secondthereexists a thresholdnutrition quality belov which schoolingis not
worthwhile, which is consistenwith empiricalevidence(see,e.g.,Glewwe & Jacoby1993;or Alderman
et al., 2001). Third, the productvity of schoolingasa humancapitalaccumulatiormechanisnpositively
dependauponthe quality of nutrition receved by children, capturingthe fact that malnourishedstudents
do not performaswell asthe others(Harbison& Hanushek1992). More formally, if a child worksin an
ervironmentcharacterisethy a degreeof hazardz, duringalengthof time 1 — e, andrecevesnutrition of
quality n, his humancapitalwhenadult,denoteday &, will begivenby
B — { 0(n—mn,) el_7h;", if n>n, 1)

v, otherwise



wheree € [0, 1] denoteschild’s time allocatedto schoolingands,, the thresholdnutritional quality above
which schoolingis humancapitalenhancingfd > 1, 0 <y <1, A > 0, andv is positive but arbitrarily
small.

Becausef its dependencen z, thethresholdnutritionalquality n,, capturegheeffect onthechild’s ability
tolearnof theervironmentin whichheworks. It is assumedhatthemoreharmfultheworking conditionsof
the child, the higherthethresholdnutritional quality abore which schoolingfor him is a productve human
capitalaccumulatiormechanismTo furthersimplify theanalysisjt will beassumedhatthereareonly two
typesof worksavailableto children,anon-harmfulform, referredto astype A, anda harmfulform, referred
to astype B. Thereforewe have n4 < np, implying thattype B child labourputsa higherdemandon
nutritionalquality in orderto corrector alleviateits harmfuleffectsonthechild’s ability to learn. Sincetype
A work is notdangerousywe assumehatn 4 is alsothenutritionalthresholdof achild notinvolvedatall on
thelabourmarlet.

Parental preferences and budget constraint

All parentshave preferenceslefinedover their level of consumptiore, aswell asover their child’s human
capitalwhenadult. As is standardn the literatureon parentalinvestmentin education(see,e.g.,Glomm,
1997;KremerandChen,1999),the parents life-time utility is givenby:

U=Inc+pBlnh, (2)

whereg € (0, 1) denoteghetime discountfactorandc the parents own consumptionWe assumewithout
lossof generality thatanadult's wageis h,. The budgetconstrainfacedby a parentwhosechild performs

type z child labouris thus:

C+PnShp+Mz(1—6)wz (3)

wherep is a positive, constantparametemwhich converts one unit of the unique consumptiongood into
units of nutrition quality, w,, the wagerewardingchild labourperformedn ervironmentz andy,, abinary
variablewhich takesvalue0 if childrenare prohibitedby law from working in ervironmentz, andvalue
1 otherwise. Sincethe utility functionis strictly increasingthe budgetconstraintof Equation(3) will be

bindingin the optimum.
Parental decision making
Parentamale the nutrition andschoolingdecisionson behalfof their child. More formally, they all facethe
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following problem:

Vi(lp, ws,2) = max {Infhy — pn+ iz (1= €) w.] + Bln [0 (n — 7)) } (4)

(em)

To solwe the parents’problem,we considertwo differentlegal environments:(i) onein which u, = 1, for
all z, i.e., therearenorestrictionson child labour;and(ii) onein whichu4 = 1 andup = 0, i.e.,only the

harmfulform of child labouris bannedjn the spirit of ILO CorventionC182.

2.1 Nolegalrestriction on child labour

Whenthereareno legal restrictionson child labour parentamustfirst choosaheform of child labourz they
wanttheir child to perform} thendecideonthepair (e, n). To solve this two-stagegproblem,it is corvenient

to usebackwardinduction.Givenz, thefirst orderconditionsfor aninterior solutionto problem(4) are:

n —r P (5)
hy+w, —pn—ew, n-—n,
— 1—

e - oF +5( 7)20 (6)
hp +w, — pn — ew, e

Thesefirst orderconditionsleadto the following decisionrulesandoptimalhumancapitalaccumulation:

. hy, +w, — pn,

&, = (1—7)¢[%] (7)
R X ®)
hy = Ow, " '[hy +w, — pi]h) (9)

_ _ Y
wherez = A, B, § = W,QZ): %and@:%(l_y)l 7(%) .

Notethe dependencef bothdecisionsules(é, and#,) onthethresholdnutritionalquality, 72, andon the
child labourwage,w,. To have a clear picture of the dynamicsof child labourandnutrition, consideran
environmentwherethe representate parentis so poor that without child labour he would not be ableto

sendhis child to school.Suchan environmentis characterisedly:
hp < png, (10)

Condition(10)impliesthattherepresentate parentis unableto afford eventhechild’s minimumnutritional

guality abore which it is worthwhileto educatéhim. Sincenutrition is essentiafor schoolingto be human

We assumehatbothwork formsaremutually exclusive.



capitalenhancingin suchanervironment,child labourmay becomea necessargonditionfor the child to

beenrolledin school.Hencethefollowing proposition:

Proposition 1 If Condition (10) holds, then child labour is always necessary in this environment, and the
higher the child labour wage, the higher the level of parental investment in both the child’'s education and

nutrition.

Proof. To prove thefirst partof this proposition,it suficesto notethaté, < 1 whenaer Condition(10)
holds,giventhaty andg arebothbetweerD andl1. Parttwo simply follows from the signof thederivatives

of both policy functionswith respecto w,. m

A corollaryto Propositionl is thatthe humancapitalachiered by a child working in agivenervironmentz

is apositive function of thewagein this ervironment.

Propositionl echoegrowving concernghatbanningchild labour regardlessof its form maynot necessarily
enhancéhumancapitalaccumulation.This ideais formalisedin the presenfaperby the complementarity
betweennutrition and schoolingtime. Schooling,by the demandit putson adequateutrition imposesa
liquidity constrainton parents.Obsere thatthe higher p, the strongerthis liquidity constraintasimplied
by Condition (10). In this world of missingcapitalmarkets,the liquidity constraint,n turn forcesparents
wishing to investin their child’s educationto resortto child labour Hencethe positive associationjn a
pooreconomyandin all work ervironments betweerthe child labourwageandboththe child’s nutritional
quality, 72, andschoolingtime, é,.? In otherwords,Propositionl rationaliseghe lack of universalsupport
for ILO CorventionC138banningall formsof child labour In fact,pooreconomiesn our model— those
characterisetdy Condition(10) — alwayssuffer from signingandenforcingCorventionC138.Corvention
C182maythereforeappearasanimprovementuponits ancestoiin the sensehatit toleratesnon-harmful
formsof child labour To whatextentthis newv corventionactuallyrepresentgnimprovementis analysed

belawv in the contet of a pooreconomy— onein which child labouris necessary

Sincewe aremainly interestedn countriesin which child labouris driven primarily by poverty; it will be
assumedencefortithat Condition (10) holds,which, by Propositionl, alsomakeschild laboura prereg-
uisiteto education.Hencethe importanceof thefollowing question:whattype of child labourwill parents

choose?Giventhatn4 < npg, parentswishingto rely on child labourasa meango investin their child’s

2\WereCondition(10) not satisfied hawever, we would find backthetypical negative relationbetweerchild schoolingandchild
labourwage.

3The assumptiorof identical parentsshouldnot be taken asrestrictive. Our focusis on poor countries.If the averageincome
in acountrysatisfiesa conditionlike Condition10, it meanghatmorethan50% of the populationis extremelypoor It alsomeans

thatif they wereto vote onratifying the corvention,the poorwould hold the majority.



humancapital facea trade-of betweenthe harmful effect of the type of child labourthey chooseandits
beneficialeffect, measuredy thewageit pays.In equilibrium,the assumptiorof identicalparentamplies
thatthewagedor bothtypesof child labourwill adjustto make theseparentdndifferent.In fact,thisis the

necessargonditionfor bothformsof child labourto coexist.* We prove thefollowing proposition:

Proposition2 Let ny < np. Thenin equilibrium, it must be that wg > wa. Furthermore, wp — w4 >

p(ip —ia).

Proof. To prove thefirst partof this proposition,supposave have simultaneouslyi4 < i andw4 > wp.
Considertwo allocationsof consumptionghild nutrition andwork andschoolingtime, z*% andz%, solving
the problemof parentan work ervironmentsA andB respecirely giventhewagesv, andwg, andleaving
the parentandifferent. Considemext an alternatve allocationZz in which childrenwork andattendschool
for the samenumberof hoursasin z%, receve the samenutrition asin z%, but insteadof working in
ernvironmentB, they work in ervironmentA. This allocationis feasibleandyields a higherconsumption
level togetherwith a higherfuture humancapitalfor children. It mustbe thatZ is strictly preferredto 73
by parentsin the type B ervironment. Since,by assumptionthey areindifferentbetweenz? andz7j, by
transitvity of preferencesit mustalsobe that z is strictly preferredto =%, which meansthat parentsin
thetype A ervironmentwerenot optimisingwhenchoosingz®, which contradictsour premise.The same
reasoningappliesto the casewherew 4 = wp. Henceit mustbethatwg > w4. For the secondoartof the

proposition,it canbeestablishedhatparentaindifferencebetweertype A andtypeB formsof child labour

implies:
1+8
wa _ | hp+wa—pna| P (11)
wp | hytwp—pnp

Usingpartl of this propositionwe know thatthenumeratoof thefractionin theright-handsideof Equation

(11) mustbe smallerthanthedenominatarHence:wp — wy > p(fip — 14) - W

Theterm p (np — 74) denoteghe minimum additional nutritional expenditurea parentmustincur if he
wishesto usethe harmfulform of child labourasa meando relaxhisliquidity constraint.Thetermwp —w4
representshe wage premiumfor the harmful form of child labour A corollary to Proposition2 is that
unlessghewagepremiumfor theworstform of child labourexceedshe minimumadditionalexpenditurein
nutritional quality necessaryo alleviate its harmful effectson the child, the two forms of child labourwill

never coeist in equilibrium. In otherwords,in ervironmentsin which child labouroccursin both harmful

andnon-harmfulforms, it mustbe thatthe harmful form paysa suficiently high wageto compensat¢he

40Our problemwould bevacuousf typeB child labourwerenot usedin equilibrium.



parentdor its deleteriouseffectson the child ®

Now, it might be importantto understandvhich form of child labourwill help childrenaccumulatenore
humancapital. As the next propositionmalesit clear childrenworking in the non-harmfulenvironment,

ceteris paribus, have higherhumancapitalprospectshanchildrenworking in hazardougnvironments.
Proposition 3 In equilibrium, ceterisparibus, hy > hp.

Proof. Using parentakducatiorandnutrition policies,it canbe establishedhat:

:_Z _ (‘*’_j)i%% (12)

Propositior2 guaranteethattheright-handsideof this equationis biggerthanl. Hencetheresult. m

Takenliterally, Proposition3 might leadto the conclusionthata banon type B child labour in the spirit of

ILO CorventionC182,would be humancapitalenhancingn poor countriesandlikely welfareimproving.

The point we wish to make, however, is that sucha conclusionshouldnot be validatedirrespectie of the

labourmarletconsequenceas reducecemplgo/mentoptionsfor children.Oneshouldkeepin mindthat,in a

pooreconomychildrenhave higherhumancapitalprospectsthe higherthe child labourwage(Proposition
1). Thisis mainly dueto the factthatthe higherthe wage,the fewer the numberof hoursa child needso

work in orderto helpfinancehis nutritionalneeds.To the extentthatbothtypesof child labourwould have

coeisted, absentthe ratificationof ILO Corvention C182,a banon type B child labour andthe sudden
influx of child labourerst will generaten type A market, will likely drive dowvn the wageon this marlet.

How this declinein the child labourwagewill affect welfareandhumancapitalprospectshereforeneeds
to be carefullyassessedn the cominglines, we first evaluatethe welfareconsequence®r a poorcountry
of adoptingthe banon the worst forms of child labour We thencompareper capita humancapitalin an

economywithout legal restrictionson child labourwith the oneobtainedin an environmentdeterminecdy

ILO CorventionC182.

2.2 Convention C182

\Welfare evaluation

In absenc®f thebanontheworstformsof child labour the household welfare,from the point of view of

SWe would like to stresghefactthatthis doesnotapplyto slavery or debtbondagewhich our modelis notequippedo analyse.
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the altruistic parentwhosechild is involvedin type z child labourcanbewritten asfollows:?
w (hpaWZaz) = (1 + /3) In [hp + w, — pﬁz] -B (1 - 7) Inw, +D (13)
for z = A, B, wheretheresidualterm D is givenby

D = AnOR+ A1~ ) g+ Bl ()
—In(1+B)

Likewise,underlLO CorventionC182,householdvelfareis givenby:
WO (hy, G2 = (14 B) In [hy + w§"™ = pii.] = B(1 - 7) ww§'™® + D (14)

wherew§!8? denoteghe new child labourwagefollowing enforcemenbf the corvention.

In absencef legal restrictionson child labour type A andtype B householdsvill have identicalwelfare
levels. Thereforeto investigateahewelfareimplicationsof ILO CorventionC182,it sufficesto comparehe
welfare of atype A householdn absencendin the presencef a banon the worstforms of child labour
For expository corvenienceand without loss of generality we restrictoursehesto the richestof the poor

countriessatisfyingCondition(10), thosefor which the conditionis satisfiedwith equality:
hy, = pna (15)
In thatcasethe expressiongor householdvelfarewith andwithoutthe banrespectiely reduceto:

Wwe1s2 (hp’wgmz) = (14 By)In (wg182) +D

W (hp,wa) = (1 + By)In(wa) + D

Obserethatif wa > w§82, W (hy, ws) > W82 (hp,wgm). Hencethefollowing proposition:

Proposition4 Let condition (15) hold. If w4 > w§#2, then parentswill beworse off under ILO Convention
C182.

The conditionw, > w§#? is likely to obtainin a poor country onein which child labouris necessary

In that context, following a banon the worstforms of child labour childrenwho would have beenfound

®The preferencesf childrenareimplicit in this welfareformulation,sinceparentsarealtruistic andcareabouttheir childrens

future humancapital.



working in harmful jobs will now all apply for non-harmfulones. This in turn, ceteris paribus, will put
downward pressuresn the child labourwage,w§'82. Proposition4 thereforeimplies that poor countries

do not benefitfrom ratifying CorventionC182,becausdt fails to enhancénouseholdvelfare.

Althoughit is intuitive thatthe harmfulforms of child labourshouldbe abolishedtheir existencein a poor
economyhelpsmaintainthewagefor otherformsof child laboursuficiently highthatchildrenmayneedto

work lessto helpfinanceadequatautrition quality.

We have assumedhat adultwagesarenot affectedby the adoptionof CorventionC182. Onemight think
that our resultscrucially dependon this assumptionWe wantto arguethat, if adultwagesrespondo the
new legal ervironment,they will likely bedecreaseln fact,theevidenceon the substitutabilityof adultand
child laboursis at bestmitigated(see,e.g. Galbi, 1997; Anker, 2000). If substitutablén non-hazardous
environmentsthosetwo formsof labourwill facehighercompetitionfollowing thebanonthewaorstforms
of child labour with negatve consequencesn both adult and child wageson thesemarkets. Sincenon-
hazardousctvities oftentake placein theformal sector(e.g.,nevspapedelivery), substitutabilitybetween
child andadultworkersis mostlikely in thoseactvities. Whethersubstitutabilitymayalsohold in harmful
actvities, however, we do notknow. But, asAnker (2000)putsit, oneway (possiblythebestway)to enforce
abanonhazardoughild labouris to banhazardousctvities, which would imply thatno adultwould gain
from theban’ For all thesereasonsye believe thatour resultsarenot sensitve to the assumptiorthatadult

wagesareunafectedby theban.
Human capital accumulation

Ourresultsimply that CorventionC182shouldbe rejectedby poorcountrieson the basisof welfare. Poli-
cies,however, areoftenadoptednthebasisof simplerindicators suchasper capita grossdomestigroduct
or (equivalentlyin this paper)humancapitalaccumulationCould CorventionC182alsoberejectedon the

basisof suchindicator?We turnto this question.

Let a > 0 denotethe equilibrium proportionof childreninvolvedin the harmfulform of child labour The
per capita humancapitalaccumulatedby childrenin thiseconomyabsentry legalrestrictiononchildrens

time useis givenby:

h = ahp+(1—a)hy (16)

= G(@)O (wa)"" [hp +wa — pnal h) (17)

1__7
whereG(a) = a (g-;}) ¥ 11— a. Aslongasa > 0, clearly G (a) < 1. Thesecondine of the above

equationis obtainedaftersubstitutingn the optimalhumancapitalaccumulatiorrules.

’In ary casethewageeffectsof replacingchildrenby adults,if positive, areextremelysmall (seeAnker, 2000).
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Again, without loss of generality we focuson the richestof the poor countriessatisfyingCondition (10).
Supposehat the governmentof a countrywhoseeconomyis characterisedby Condition (15) is willing
to ratify the new ILO CorventionC182only if this corvention canenhancénumancapitalaccumulation.
Assumingthatenforcemenof this banon the harmfulform of child labouris effective, andthat Condition

(15) holds,percapitahumancapitalin this economywould be:
- 0
hngZ e (wglw) hz/}-

If insteadthe countrys governmentdeclinesto ratify this corvention, under Condition (15), per capita

humancapitalwould be:
h=G()O (wa)” hy.

Ceteris paribus, ratificationof the corventionis humancapitalenhancingf andonly if:

wngQ

> [G ()] (18)

wA

A simpleinspectionof the above inequalitysuggestshatunlessthe nev wagew§'82 is suficiently high, it
is unlikely that CorventionC182will outperformthe statusquoin termsof per capita humancapital. The

following propositionis clear:

Proposition5 In countries in which Condition (15) holds, but Condition (18) is violated, ratifying the new

ILO Convention C182 will not enhance human capital accumulation.

Notethatboth sidesof Inequality(18) aredependenbn «, which makesit quiteimpossibleto draw clear

cutanswersasto the circumstancesinderwhich a countrys humancapitalmay be boostedoy Cornvention
C182.Wedowantto highlightthefact,however, thatbanningtheworstformsof child labourhasambiguous
effectsontheaveragehumancapitalin poorcountries Whethera banon harmfulformsof child labourcan
be humancapitalenhancingor not, is far from trivial. In fact,it depend®on the effect of the selectve ban

onthewagepaidfor theremainingtype of child labour

3 Discussionand conclusion

Withoutappropriateaccompaying policies,CornventionC182ontheworstformsof child labourshouldbe
rejectedby poor countries.We shawv thatthis corventionworsenshe conditionof poorfamilies. Blindly

banningharmful forms of child labourwould be ignoring that suchactvities have an economicrole, that
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of keepingthewagefor otherformsof child laboursuficiently highto helppoorfamiliesprovide adequate
nutrition to their children attendingschool. We further shav that this corvention may in fact reducethe
averagehumancapital prospectof a poor country which makesthe adoptionof suchcornvention on the

basisof developmenthighly questionable.

CorventionC182,combinedwith anappropriatdood-foreducatiorprogram,mayin factboostsupportfor
a banon harmful forms of child labour Becauset relaxesthe liquidity constraintof the very poor, this
food-foreducationprogrammay inducemore time spentat school,which may be sufiicient to offset the
negative effectsof the suddenncreasan the supplyof child labourerson type A job market, following the

ban.

Of coursefood-foreducationprogramscannotbe evaluatedin a partial equilibrium setting. The question
of theirfinancingneeddo beaddressedyhich maytemperour conclusion.Onecouldarguethatsuchpro-
gramsmight be financedby internationalaid. Pallage& Zimmermann(2000) have studiedthe possibility
to useinternationakransfergo buy out child labour They find, however, thatthe requiredtransferssignifi-
cantly exceedthe willingnessto pay of rich countries.Furthermorepur modelis not equippedo take into
accountheadwerseeffectsfood-foreducatiam programsamnayhave onfertility decisionsfor instancepr the

stigmathatmaybeattachedo them,oftenleadingparentdo disregardthe optionto subscribdo them.

We worked throughoutwith the assumptiorof identicalparents.Onemight aguethatthis lack of hetero-
geneityin the distribution of humancapitalacrossparentsweighsheavily on our results. Suchis not the
casehowever. If acountrysatisfiesa conditionresemblingCondition(10), it impliesthatmorethanhalf its
populationwould suffer from thebanonworstformsof child labour Theban,in suchcountry would never

bepartof avoting equilibrium.

Our resultsshouldnot beinterpretedas suggestinghat child prostitutionor dangerousvork aregoodand
shouldbe encouraged.They suggesthat theseactiities have an economicrole in poor countrieswhich
cannotbe ignored. Banningthemwithout taking appropriatestepsmay have adwerseeffectson the well-

beingof familiesandpossiblyon humancapitalaccumulatiorin the poorestcountries.

Rich or middle incomecountriesshouldnot have problemsratifying ILO Corvention C182becausefor
them,educations negatiely relatedto child labourwages.The banis thereforelikely to stimulatehuman
capitalaccumulation However, for thoseinterestedn rallying poor countriesaroundthis new corvention,

alot needgo bedonein orderto compensatparentdor the welfarelossimplied by the corvention.
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