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Abstract 

 

According to many skeptics of globalization trade liberalization increases child labor. In 

most cases, these claims are backed up by individual studies at the micro level. However, 

at the macro level, up to now econometric studies find little evidence that international 

trade liberalization increases child labor in developing countries. This paper connects 

recent insights on trade liberalization to the growing micro theories of child labor, so as 

to investigate deeper the empirical links between trade liberalization, income levels and 

child labor. We find that there is no support for the claim that openness reduces child 

labor other than through an income effect. Further, our matching strategy indicates that 

there is no causal relation between trade openness and child labor. Moreover, we find that 

recent liberalization efforts are correlated with higher levels of child labor. 
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Introduction 

 

The potential deterioration of labor standards and especially the increased use of child 

labor is a central issue in the globalization debate. At the anecdotal level of international 

trade and multinational firm activity, there are ample and well documented examples of 

children working is sweat shops producing T-shirts for indifferent consumers in the West. 

Clearly, it is argued, these deplorable labor market conditions lead to excess profits for 

multinational firms and their uncaring shareholders. Moreover, the low standards with 

respect to safety, child- and forced labor as well as absent social security systems result in 

an unfair comparative advantage for developing countries. Hence, it is often argued, the 

comparative advantage of developing countries in producing labor intensive goods should 

only result from ‘decent’ working conditions. Policy makers should intervene. 

Beyond anecdotal indications, there is little systematic evidence that international trade 

increases the use of child labor, see in general Edmonds and Pavcnik (2005a, 2005b, 

2006) and Flanagan (2006) Chapter 4 for recent surveys of this literature. Although in 

theory international trade creates a demand effect that raises the use of child labor, it also 

generates an income effect which reduces it. Hence, theoretically it is unclear what the 

overall effect of trade on child labor should be. At the cross country level, empirical 

studies show that countries that trade more have lower incidence of child labor, so that 

one is bound the give more weight to the income effect of trade liberalization. In 

addition, there is little evidence of a non-linear Kutznez effect, where trade liberalization 

first increases child labor for low income levels and reduces it for higher levels. 

Clearly, the major problem in these macro studies is that trade openness and child labor 

are jointly determined. For example, it may take some level of economic development to 

both participate meaningful in international trade and have lower levels of child labor. 

Below that level, there is little opportunity for education, credit constraints are severe, 

and most people live in closed rural communities. In such a setting it is quite easy to find 

a negative correlation between trade child labor and trade, but this does not imply 

causality. To solve this problem convincingly, one needs to either find good instruments 

or use panel data. The first approach is notoriously cumbersome, in that it is difficult to 

find instruments correlated with trade openness but unrelated to the incidence of child 

labor. The second is hampered by the short experience that most developing countries 

have with trade liberalization.
1
  

What is worrying is that the most cited study which uses instruments fails to find a 

connection between trade openness and child labor (Edmonds and Pavcnik 2005b) once 

the openness effect is conditioned on income. The reason may be that the effects of trade 

liberalization for truly poor countries are often small. Moreover, within a country there 

are winners and losers of trade liberalization, so that the aggregate effect may hide 

important reallocations of child labor within countries. However, these may not be 

neutral effects. For example, it matters whether children are working in family farms or 

whether they are used as ‘nimble fingers’ for carpets. In conclusion, although there is 

                                                 
1
 Clearly, for openness - as suggested in Frankel-Rose (1999) - gravity instruments do a good job. 

However, from a theoretical perspective it may be difficult to argue that the gravity model elements are 

fully unrelated to child labor. However, studies that do use instruments typically find a higher magnitude of 

elasticity of child labor in response to trade openness. The statement on panel analysis refers to fixed 

effects estimation, since this restricts to within country variation. 
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limited evidence that globalization increases child labor, trade liberalization unlikely to 

improve matters in the short run either. 

In this paper we make three contributions to the existing literature. First, we investigate 

the non-linear relationship between trade openness, income levels and child labor. More 

in particular, we are interested to split the effects of trade openness itself and in relation 

with income per capita. Second, we will analyze the child labor profiles of recent 

liberalizers, to see whether there is some merit in the argument that recently countries 

with high levels of child labor have entered in world markets. Third, we will add to the 

evidence of the causal effects of trade openness on child labor by considering treatment 

effect models. Here, we are able to isolate trade effects from other country characteristics 

that may affect the level of child labor, so as to add to the causal effects of openness. 

The remainder of the paper is set up in four Sections and a Conclusion. Next, in Section 

2, we summarize the evidence on the connection between international trade and child 

labor. We do not offer a full review of the literature, as this is excellently done elsewhere 

- see for example Brown (1998, 2000, 2006), Edmonds (2007) and Flanagan (2006). 

Instead, this section zooms in on the empirical problem of non-linear effect discussed 

above when child labor is regressed on trade openness. In Section 3 we introduce the 

empirical method we use and motivate why they make sense. Section 4 presents the 

results of the regression and matching methods. Section 5 zooms in on the situation is 

West Africa so as to make the overall empirical method more concrete. In the Conclusion 

we summarize the results, explore future ways of research and draw preliminary policy 

conclusions.  

 

Theoretical Background 

 

Since the 1970s, much work has been conducted to eliminate child labor through 

regulation. Laws restricting child labor are among the most widespread labor regulations 

today. Most countries have ratified the international conventions on child labor, the ILO 

Minimum Age Convention (no. 138) (1973), the UN Convention on the Rights of the 

Child (1989), and the ILO Worst Forms of Child Labor Convention (no. 182) (1999). 

Even if these Conventions are not ratified, most countries have imposed some kind of 

child-labor restriction, specifying a minimum age of employment for children. 

Nevertheless, child labor is still a very real and common phenomenon. Available data 

estimate that around 250 million children between the ages of 5 and 14 are working, 

mostly in developing countries (ILO 2006).  

Since the 1990s, there is an increasing emphasis on addressing the underlying problems 

of child labor as a complementary approach to regulation, attacking its structural 

determinants and creating alternatives. Various complementary frameworks such as the 

Millennium Development Goals (MDGs), Poverty Reduction Strategy Papers (PRSPs) 

and Education for All (EFA) - focusing on the promotion of pro-poor growth strategies, 

expansion of educational opportunities, and extension of social protection to the most 

vulnerable groups -  constitute important instruments to combat child labor. 

Child labor can be defined in many ways. In its broadest definition, it involves children 

below the age of 15 who are economically active.
2
 Nevertheless, there are considerable 

differences between the many kinds of work children do. Whether or not particular forms 

                                                 
2
 Children who work on a regular basis or whose work results in output destined for the market. 
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of work are generally classified as child labor depends on the child’s age, the type and 

hours of work performed, the conditions under which it is performed and the objectives 

pursued, which may vary from country to country, as well as among sectors within 

countries. According to the ILO standards, children’s participation in work that does not 

affect their health and personal development or interfere with their schooling, is regarded 

as being something positive.
3
 The term child labor is therefore generally restricted for the 

‘worst forms’ of child labor, involving work which nature or intensity is mentally, 

physically, socially or morally harmful to the health and development of children and 

which deprives them of education (ILO 2002: 3).  

Although the elimination of child labor has made some progress in recent years, there are 

still many challenges to the effective compliance with international standards, including 

political, legal, economic, structural and cultural factors. In particular Sub-Saharan Africa 

is lagging behind other regions of the world with respect to progress towards the 

elimination of child labor (ILO 2006: 8). Although the lack of reliable, substantiated data 

is a serious problem, several international organizations confirm that this region has the 

highest incidence of economically active children (ILO, Human Rights Watch, UNICEF), 

and there is much evidence that millions of these children are victims of the worst forms 

of child labor. The first problem that arises is a lack of political will to have these 

conventions ratified by national governments. Although 42 out of 53 African states have 

ratified both ILO Child Labor Conventions (no. 138 and no. 182), a second problem 

concerns the actual incorporation of its provisions into policy. Today, most member 

states are gradually bringing their national legislation into accord with the provisions of 

these conventions, but a third major obstacle is the lack of resources or infrastructure for 

inspection. In addition there are a range of other practical problems such as finding 

access into the informal economy, where child labor most commonly occurs. Action 

against child labor may also encounter cultural obstacles, as it may not be seen as an 

alarming phenomenon. Finally, the persistent challenges of widespread and extreme 

poverty, high population growth, recurrent food crises, a large number of HIV/AIDS 

orphans, and political unrest and conflict clearly exacerbate the problem. 

Also in science the connection between trade liberalization and child labor has been a 

hotly debated topic for the last 20 years, see Edmonds and Pavcnik (2005a) for a review 

of the contributions. Theoretically, there is a strong case that trade liberalization should 

affect the incidence of child labor. A first line of thinking follows the Ricardo-Hecksher-

Ohlin-Samuelson tradition by arguing that trade liberalization results in increased 

production of goods in which the country has a comparative advantage. Since many 

developing countries have a comparative advantage in labor intensive production, trade 

liberalization should increase the production of such industries. When these industries 

also (indirectly) make use of child labor, the reallocation of resources may increase child 

labor. Implicitly, the theory of comparative advantage in child-labor intensive production 

of developing countries is behind much of the thinking of the critics of globalization.
4
 

                                                 
3
 This includes activities such as helping their parents around the home, assisting in a family business or 

earning pocket money outside school hours and during school holidays. Although not always without risk, 

these kinds of activities can provide children with the skills and attitudes that prepare them to be productive 

members of society during their adult life (ILO 2006). 
4
 One may argue that most developing countries in practice have a comparative advantage in land- and 

resource intensive production. With respect to land intensive production the comparative advantage 

argument may again point towards more child labor, since children are often used in household production 
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What cuts against this argument is that free trade raises the rewards of the factors of 

production that are used intensively in he sectors that have a comparative advantage in 

the world market. This implies that free trade makes labor well of in developing 

countries, as it raises the wages of (unskilled) workers. When child labor is a inferior 

good for parents, if trade liberalization raises income then this in turn may reduce child 

labor. This line of thinking causes most neo-classically schooled economist to argue that 

trade liberalization reduces child labor. Clearly, the result that trade liberalization raises 

wage rests on the assumption of market clearing. In contrast, when one assumes massive 

unemployment – as is often the case in developing countries – the effect of trade 

liberalization works through improved employment conditions of parents, which reduces 

the need for children to work. 

The argument that trade liberalization should reduce child labor because of the income 

effect connect the macro-theories to those that analyze the micro foundations of child 

labor. The seminal paper by Basu and Van (1998) argues that an increase in parental 

income may have a (surprisingly) large non-linear negative effect on the incidence of 

child labor. In their paper, child- and parental labor are substitutes in the local labor 

market. Further, low parental wages increase the supply of child labor. In turn, this 

increased supply of child labor reduces parental wages further. In the opposite (good) 

equilibrium, higher parental wages reduce the supply of child labor, which increases 

wages further.  For our analysis it is important that free trade may have a large, possibly 

non-linear effect if it raises income of parents, since it shifts the local labor market from 

the bad to the good equilibrium.
5
 

A last line of thinking is that trade liberalization improves the policy climate in general, 

which reduces child labor. For example, entry in the WTO and regional trade agreements 

with developed countries often requires developing countries to truly implement policies 

that improve the living conditions of vulnerable groups in society, such a minorities, 

women, and children. In addition, trade liberalization is often one of the conditions that 

quality countries for aid packages, which may have a positive effect on education, health 

ad income, which in turn reduce child labor in society. 

The theoretical ambiguity on the effect of liberalization on child labor makes empirical 

analysis all the more interesting. Early cross- sectional analysis indicates a positive 

correlation between trade liberalization and labor standards in general, see Basu (1999) 

for a survey. In addition, openness seems to reduce the incidence of child labor. 

However, there are two main worries with respect to these early studies. First, countries 

that experience significant amounts of child labor have only recently engaged in trade 

liberalization. Hence, early studies focus of a limited number of special cases and often 

compare developed with developing countries. Although one may control for income 

difference, it is still difficult to avoid comparing apples with oranges. In addition, many 

of these studies focus on policy measures that increase openness. However, the theory 

                                                                                                                                                 
in the field. With natural resources one may argue that these normally are not child labor intensive. 

However, such resources often result in the “curse” that they result in low economic activity outside these 

sectors and in civil war (see the  bottom billion)     
5
 Based on the Baland-Robinson (2000) model, Rogers (2004) argues that income increases may increase 

child labor. The argument is that rich parents may leave bequest for their children. If that is the case, these 

parents rely less of the willingness of their children to look after them when they leave the labor market. 

Such parents may well choose to let their children work, since they need less the productivity increase that 

come about when children attend school.   
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indicates that reduction in child labor only come about when trade liberalization results in 

a significant increase in international trade. Furthermore, there is little evidence that in 

the early stages these policy measures have a significant effect on the level of child labor. 

Hence, the measured reduction of child labor may then be attributed to a general 

improvement in the policy climate instead of to an increase in international trade. 

Second, studies that control for differences in income level often find only weak evidence 

that trade openness is negatively correlated with child labor. For example, Flanagan 

(2006) only finds a significant negative correlation in a fixed effects panel estimation, but 

not in a cross sectional setting. By using fixed effects, Flanagan concentrates on the 

within country dynamics of openness and child labor, clearly hazardous given the data 

availability and quality across time. 

Third, and probably most important, the early cross sectional studies fail to control for 

endogeneity of openness. Following Frankel and Rose (1999), most new studies 

instrument for openness by using geographical determinants taken from gravity theory. 

The basic idea is that trade is to some extend endogenous but can also be explained by 

exogenous factors related to geography en demography. By concentrating on the part of 

trade that is explained by these exogenous factors, IV controls for the endogeneity of 

openness. However, by doing precisely that, Edmonds shows that IV and controlling for 

income differences significantly weakens the relation between trade openness and child 

labor. 

Hence, there are two things to investigate further, which this paper takes up. First, to 

what extend does trade liberalization in itself affects child labor, or does it only works in 

combination with significant increases in income. Second, to establish a causal link 

between trade liberalization, one should consider a regime shift from closed economies to 

open one, leaving all other country characteristics intact. In the latter, the task is to find a 

good counterfactual to a closed economy and see how openness influences child labor. 

 

Method and Data 

 

Basically, we provide two sets of empirical test to investigate the relation between trade 

openness and child labor. The first line of thinking is technically strait forward and 

involves introducing interaction terms between trade openness and income levels. To 

make the interaction terms easy to interpret, we have constructed a dummy variable for 

openness and trade liberalization. For openness we use the average level of trade flows as 

a percentage of GDP for the years 1998 to 2003. Our sample consists of 59 countries for 

which child labor development is investigated by the US bureau for labor statistics. The 

first dummy for openness gives a value 1 for countries that have a level of openness that 

is higher than the average level of those 59 countries. Since there are some countries that 

have a very high level of openness, the second dummy assigns a 1 to countries that are 

above 0.8. As will be explained in more detail below, in the matching strategy employed 

it is important to align the number of treated and untreated observations. Hence, as 

dividing by the average would produce only a limited number of 'treated' observations, 

this would impair on the matching strategy. 

For the liberalization dummy variable we employ the same strategy. We define 

'liberalizing' as countries for which we observe a more than average increase in trade 

flows with respect to the period 1993-1998. Clearly one could argue that this is biased 
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towards late liberalizers, however, this is actually an important group that we would like 

to consider. Moreover, there is number of countries that are both recent as well as old 

liberalizers. 

A second line of investigation accommodates, as discussed in the previous section, one of 

the basic difficulties of regression analysis, in that it often restricts parameter values to  a 

linear relation. To relax this restriction, a well practiced method is to work with quadratic 

values and interaction terms. However, even by using interaction terms, it is often not 

possible to account for the fact that the causal effect of the variable of interest runs 

through the other variables that may be used as controls. In our case, it for example may 

well be that the effects of openness on child labor works through income and variables 

that measure institutional quality. With respect to income, openness may have a positive 

causal correlation with income, so that controlling for income levels in regressions 

underestimates the effects of openness to trade – positive or negative. If openness 

improves institutional quality – as often stressed as a non-traditional effect of trade 

liberalization – then again the effect of openness is underestimated in regressions.  

The result of these indirect effects is that linear regression is only valid locally. This 

means that in regression we estimate the effects of openness in otherwise identical points 

with respect to the other variables. However, if for example the distribution of child labor 

over income classes would be very different, such local estimation may become 

unreliable. 

One way to control for these indirect effects of openness is to use matching methods. The 

intuition behind this method is to select observations that have the same propensity to 

receive a treatment.
6
 In our case the treatment is the level of openness. We then pair 

countries that have the same propensity to be open, where one of the countries actually is 

open and the other is not. More broadly, we pair countries with the same characteristics 

other than trade openness. By comparing these outcomes, one tries to derive the answer 

to the question what would happen if a country would only change the trade policy 

regime. To make the strategy more concrete, we would like to compare countries with 

broadly the same income levels, geographical and demographic characteristics to see 

what would happen if only the trade regime would change. 

There is an important trade-off between the quality of matching the efficiency of the 

estimation. We use the common support on tails set up, which excludes countries for 

which no close match can be found. Suppose that we would perfectly explain the 

variance in openness across countries, such that countries that are open in practice all 

have high propensity scores and those that are closed have low scores. That would make 

matching impossible. Hence, one would need to find a model that reasonably explains the 

variation of openness, but not too well to blow up the possibility of matching – more or 

less the same issue that plays a role in finding good instruments. We report the number of 

treated and untreated observations included in the regression. In applying propensity 

score matching, as most studies we restrict to the kernel matching method, which 

normally works best in small samples. 

The cross country data we use are from the World Bank except those for trade policy and 

child labor. For openness we use the sum of exports and imports as a percentage of GDP. 

                                                 
6
 In this section it is not our aim to provide a thorough introduction into propensity score matching. There 

are numerous technical introductions to this relatively new method in economics. For an excellent mix 

between technicalities and intuition, consult Persson and Tabellini (2003). 
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This is the most widely used measure of openness in the literature, although one could 

argue that especially for developing countries there is a fundamental difference in the  

role that exports and imports play in the level of openness. We leave for future research 

to split trade openness in exports and imports, as it is potentially important to make this 

distinction. For trade policy we use the Welch and Wacziarg updated version of the Sachs 

and Warner Indices. This dummy measure basically assigns a trade policy score based on 

the level of trade protection, exchange rate policies and market forces in international 

trade. 

For child labor we use the report by the US Bureau of Labor Statistics. This report 

provides overall scores of child labor for a selected number of countries. We focus on the 

overall level of child labor, but it makes sense to keep in mind that such an overall score 

may hide important differences between countries. For example, as is well known, 

qualitatively there is an important difference whether children conduct paid work in the 

market or whether the work in the household, possibly on communal land. Also, it 

matters whether labor crowds out schooling or actually facilitates this. All in all, these 

differences should make us cautious of drawing hastily normative conclusions from the 

empirical analysis. 

 

Results 

 

As discussed in the previous two sections, we conduct two types of analysis. First, we 

investigate the combined effects of trade liberalization and income levels on child labor is 

a cross-country setting where we consider only cases that experiences a positive level of 

child labor. After that, we continue with the matching estimator method, to see whether 

regime shifts towards free trade would affect the incidence of child labor. 
 

 

Table 1: Regression results for child labor and openness 
 (1) (2) (3) (4) (5) (6) 

Openness  -4.504 -4.419 -2.814 -0.331 0.193 -2.499 

 (1.09) (0.66) (0.69) (0.05) (0.05) (0.39) 

GDP per capita -3.315 -3.304 -3.240 -2.614 -3.384 -3.850 

 (3.30)** (2.76)** (3.15)** (1.67) (3.32)** (2.89)** 

Interaction  -0.026  -0.876  0.865 

  (0.02)  (0.53)  (0.55) 

Landlocked 4.315 4.331 4.774 5.085 5.219 5.123 

 (0.96) (0.93) (1.06) (1.11) (1.17) (1.14) 

Population -0.000 -0.000 -0.000 -0.000 -0.000 -0.000 

 (1.86) (1.84) (1.79) (1.81) (1.63) (1.61) 

Latin American -6.732 -6.731 -6.886 -7.334 -6.371 -6.084 

 (1.24) (1.23) (1.25) (1.31) (1.16) (1.10) 

Observations 59 59 59 59 59 59 

R-squared 0.44 0.44 0.44 0.44 0.43 0.44 

Absolute value of t statistics in parentheses       

* significant at 5%; ** significant at 1%       

 

 

Table 1 shows the regression results for the relation between child labor and various 

measures of openness. Columns (1) and (2) use a restrictive measure of openness that 
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qualifies only a limited set of countries, Columns (3) and (4) use a wider measure that 

increases the number of countries that qualify as open, and Columns (5) and (6) use the 

updated Sachs and Warner score for open trade policies. The Interaction term is the 

product of the dummy for openness and GDP per capita. 

The results warrant three broad conclusions. First, when controlled for income 

differences across countries there seems to be no correlation between openness and child 

labor. Second, to a large extend GDP seems to matter in explaining cross country 

variation in child labor. Third, there is no additional effect when countries have both 

openness and high income – please keep in mind that all the countries is our sample 

belong to the poorest in the world. Hence, there is no significant difference among higher 

income countries with respect to the effect of trade openness on child labor. 

 

Table 2: Child labor and recent liberalization efforts 
 (1) (2) (3) (4) (5) (6) 

Liberalization 11.984 14.389 8.594 12.127 8.892 7.644 

 (2.38)* (2.00) (2.11)* (1.95) (1.76) (1.94) 

GDP per capita -3.531 -3.304 -3.363 -2.806 -2.315 -2.120 

 (3.66)** (3.05)** (3.46)** (2.29)* (2.28)* (2.13)* 

Interaction  -0.792  -1.127   

  (0.47)  (0.75)   

Landlocked 7.927 8.207 8.728 9.175 11.882 13.764 

 (1.80) (1.83) (1.89) (1.97) (2.68)* (2.97)** 

Population -0.000 -0.000 -0.000 -0.000 -0.000 -0.000 

 (2.35)* (2.30)* (2.01)* (1.97) (2.55)* (2.38)* 

Latin America -3.579 -3.617 -6.812 -6.420 -2.627 -5.046 

 (0.67) (0.67) (1.30) (1.21) (0.47) (0.94) 

Ethnical fract.     0.180 0.183 

     (2.57)* (2.64)* 

Observations 59 59 59 59 52 52 

R-squared 0.49 0.49 0.48 0.48 0.59 0.59 

Absolute value of t statistics in parentheses       

* significant at 5%; ** significant at 1%  

 

Table 2 analyzes the relation between trade liberalization and child labor. Again, 

Columns (1) and (2) use a restrictive measure and (3) and (4) the broader measure. 

Strikingly, trade liberalization in the sense of a relatively large increase in trade flows in 

the recent 10 years is associated with higher levels of child labor. Hence, the newly 

liberalizing countries are the ones with relatively high levels of child labor. By including 

the interaction term it becomes clear that the effect is driven by the many low income 

countries that liberalize their economies. For this reason, we may expect that the recent 

wave of liberalization may increase the number of traded products in the world market 

that make use of child. 
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Table 3: Child labor, openness to trade, and trade liberalization with matching estimators.   
 (1) (2) (3) (4) (5) (6) 

Openness  -0.06 -0.19 -3.63    

 (0.01) (0.04) (0.52)    

Liberalization    11.50 8.02 7.71 

    (2.10)* (1.58) (1.41) 

Logit specification 1 2 3 1 2 3 

No. of observations  Closed 24 Closed 25 Closed 20 No Lib. 23 No Lib. 24 No Lib. 28 

on common support Open 30 Open 30 Open 22 Lib. 21 Lib. 25 Lib. 26 

Absolute value of t statistics in parentheses, method is Kernel. Logit specifications for matching are: 

1: GDP per capita, landlocked, diversified exports 

2: GDP per capita, landlocked, tropical countries 

3: GDP per capita, landlocked, population size 

 

Table 3 analyses the potential effects of regime changes towards more open policies. The 

method is to match countries that ‘look alike’. Clearly, the outcomes may be very 

sensitive to how countries are matched. Hence, we use three matching specifications that 

differ qualitatively on matching ‘philosophy’. The first specification, by pairing countries 

on export structure, introduces a bias in matching towards economic structure, so that 

countries that have the same economic structures are paired. The second specification 

uses location and the third specification size. 

Broadly, the results of the regression analysis are confirmed. Shifting to a regime that 

would only increase trade openness would have no effect on child labor – note, also no 

negative effect. By contrast, keeping in mind that matching methods have weak power, 

the size of the effect and t-values indicate that trade liberalization would be associated 

with significantly higher levels if child labor. Hence, trade liberalization in the absence of 

income increases would result in increases in child labor. 

 

Child Labor and Trade Liberalization in West Africa 

In this section we investigate whether the results of the overall analysis are also reflected 

in data for West Africa, a region that is viewed as endemic of child labor. This region is 

also interesting as a case study, for it harbors countries with large differences in trade 

policy and income levels. On top of that, some countries are landlocked, where others are 

not, and there are big differences in size and population.  

In addition, West Africa is interesting from a policy perspective. All countries we 

consider are members of ECOWAS and, hence, engage in a process of regional economic 

integration. Based on data availability we are restricted to the following 10 countries: The 

Gambia, Ghana, Sierra Leone, Benin, Cote d’Ivoire, Guinea Bissau, Burkina Faso, Mali, 

Niger, Senegal, Togo.
7
  

 

 

                                                 
7
 All are members of the Economic Community of West African States (ECOWAS); Benin, Cote d’Ivoire, 

Guinea Bissau, Mali, Niger, Senegal, Togo are also member of the West African Economic and Monetary 

Union (UEMOA). 
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Table 4: Child labor and trade openness in West Africa. 
Country CL OPD Open Lib Old GDP LL Div Pop 

Cameroon 15.9 yes no yes no 2147 no yes 16 

Cote d'Ivoire 15.0 no yes yes yes 1765 no no 16 

Senegal 30.0 no no no no 1648 no yes 10 

Ghana 24.2 yes yes yes yes 1408 no no 20 

Benin 13.2 no no no no 1283 no no 7 

Gambia 24.8 yes yes no yes 1177 no no 2 

Mali 65.8 yes yes yes no 1081 yes no 11 

Burkina Faso 47.0 no no no no 1009 yes no 12 

Niger 66.2 yes no no no 907 yes no 11 

Togo 64.5 no yes yes yes 867 no no 4 

Sierra Leone 69.1 no no yes no 733 no yes 5 

Guinea-Bissau 64.2 yes yes yes no 602 no no 2 

Note: CL = child labor percentage; OPD = open policies; Open = open economies; Lib = recent 

liberalizers; Old = open 1993-1998; GDP = GDP per capita; LL = landlocked; Div = diversified exports; 

Pop = population.   

Table 3 sorts countries on income level. From the table, four characteristics stand out, 

which are all well in line with the overall empirical analysis in the previous section. First, 

income differences seem to matter most for explaining cross country differences in child 

labor; the countries with a higher level of child labor all are at the bottom of the table. 

Second, there is no correlation between trade openness and child labor. Most illustrative 

is that the case of Mali, which scores well on all measures of trade but has a very high 

level of child labor. At the other hand, Benin, which is classified as closed and not 

liberalizing, has the lowest level of child labor of all countries considered. Third, 

countries that have high levels of child labor are liberalizing, except Niger. This lends 

support to the observation that countries in West Africa in which child labor is endemic 

become more engaged in the World market. Lastly, market size seems to matter. All 

countries that have high levels of child labor are small. Also, note that among this group, 

being landlocked does not seem to matter for income levels, child labor and openness to 

trade. Hence, the argument that trade openness only proxies for geographical factors does 

not hold true for this group of countries. 

As stated above, these countries are member of the regional free trade area ECOWAS. 

This is the more interesting, since it is recently argued that regional bodies can be 

important catalyst in both trade and social policies, see for example de Lombarde et al. 

(2006). In addition, it is argued that institutions such as the ILO should channel funds to 

support labor market institutions through regional bodies. Based on the analysis above, 

we can make three observations. To start, many of the regional bodies in developing 

countries seem preoccupied with integration their economies in the world market. If we 

concentrate of child labor, our analysis indicates that this is unlikely to have a large 

impact on child labor conditions (and we think also other labor market conditions) if it is 

not going to increase income in these countries. Further, what seems to matter for social 

policies is market size. It is impossible to make countries richer overnight, but regional 

economic integration may help to expand markets for small countries in such a way that 

it improves labor market conditions. This finding lends support to the 'stepping stone' 

theory of regional integration. 
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Lastly, and possibly most important, coming up with harmonized policy objectives for 

ECOWAS with respect to child labor seems a dead end track. There are large differences 

in child labor between countries that can not obviously be traced back to policy failures. 

Hence, to set conditions for receiving aid at the regional level such - as ECOWAS - based 

on social policies outcomes  is likely to be met with fierce opposition from the countries 

involve and may even drive a wedge between the member states and the ECOWAS 

organization itself. 

 

Conclusion and Policy Implication 

 

In this paper we have found that there is only limited evidence that trade liberalization by 

itself will affect child labor. This holds for measures of actual trade liberalization in trade 

flows as well as for changes in the trade policy regime. Also, we have seen that trade 

openness only works in tandem with increases in income. Further, there is evidence that 

newly liberalizing countries make use more child labor. By using the propensity score 

matching method, we aim to establish counterfactuals. Our findings are well in line with 

the existing state of the literature which shows a weak non negative causal relation 

between trade openness and child labor at best. The conclusion is that trade liberalization 

will not by itself reduce child labor if it is not accompanied by supporting measures that 

increase the standard of living. 

So, how can policy makers use trade to reduce child labor? First it is to make a 

connection between national policies that aim to reduce child labor and trade policies. 

Following recent insights, most of these policies use carrots instead of sticks in that they 

make income support conditional on education of siblings, such as the Food for 

Education Program in Bangladesh and the much heralded Bosca Escola program in 

Brazil. Although these programs start with conditionality, they relate closely to economic 

models of parental decision making based on the seminal paper by Basu and Van (1998) 

that stresses the importance of multiple equilibria in the parental choice of child labor. 

This paper is also well suited to connect theories of trade liberalization to those of child 

labor. The reason is that the choice of child labor is driven by factor prices and the 

substitutability of adult and child labor. In this set up, trade liberalization may lead to a 

bad equilibrium if reallocation of resources results in activities in which children and 

adults compete, driving down market wages for both adults and children. This can be 

countered by a positive income effect of trade liberalization. However, if income growth 

through trade is absent, we would then argue that a combination of trade liberalization 

and lump sum income support for parents or support for education is needed for trade to 

reduce child labor. 

Designing policies to overcome the adverse effects of trade liberalization on child labor is 

not an easy task. First, policies should not put in jeopardy the potential positive effects of 

trade liberalization. Most obviously this applies to trade sanctions and consumer boycotts 

that try to force social policies on countries. There is now much evidence that these 

‘sticks’ used by developed countries do not improve labor standards in developing 

countries, see for an early account Basu (1999). The principle reason is that these policies 

amount to reducing the positive income effects of trade liberalization by restricting 

market access of developing countries. However, also carrots may reduce the benefits of 

free trade, which come from a change in relative factor prices and reallocation of 
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resources. Hence,   policies that result in income support may reduce price adjustments 

and the incentives for relocation of resources. For this reason, policies that aim to 

mitigate the effects of trade liberalization on child labor should stick as close to the 

source of the externality as possible without changing the effects of free trade at the 

margin.  

A second difficulty is to connect the effects of trade liberalization to the incentives at the 

household level to engage in child labor. Luckily, recently there has been much progress 

at the theoretical front on the micro foundations of child labor. Moreover, these theories 

seem to be well supported by micro-econometric evidence. Hence, a next step is to 

investigate the connection between trade, aid policies and incentives for child labor at the 

household level. 

What comes out of our paper is that the discussion on how to promote labor standards in 

general and more specifically those on how to combat child labor should move away 

from an analysis on the effectiveness of international trade liberalization itself and the use 

of centralized labor regulation, towards one that focuses on which supporting policies 

work at the decentralized level and why. We argue that developing countries should 

move forward with trade liberalization only on the condition that the international support 

for local policies is forthcoming. This support should strengthen the positive effects of 

trade liberalization and combat potential adverse income effects. Hence, there is an 

important role of ‘Aid for Trade’ in reducing child labor. The overall objective of this 

program is to ensure that trade liberalization brings to the fore the associated benefits for 

poor people in developing countries. 
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