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C
hildren have worked for as long as families
have needed all hands to pitch in. Beyond
defining work as a means of survival, howev-
er, defining what work is appropriate for chil-
dren and what (if anything) to do about inap-

propriate work involves more complex judgments—espe-
cially for firms doing business in the global economy. 

The International Labor Organization estimates that
around the world 250 million children between the ages of
five and fourteen work, about 120 million of them full-
time.1 Some of these children work in factories and other
workplaces in the formal economy, but the vast majority
work in informal enterprises, agriculture and in homes.
International firms are part of this economy not only if they
hire children, but also if they buy goods or services from
children or from companies that make such purchases. 

International business has come under increased
pressure from social activists, trade unions and others to
help find new solutions to end exploitative work for chil-
dren and to help them get the education and training they
need to become productive adults. Companies in the spot-
light include respected multi-national corporations as
well as many other lesser-known businesses. 

Child labor has been a concern of the formal, indus-
trial economy since the beginning of the Industrial Age.
By the end of World War II, however, most developed
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countries had passed laws
against child labor, at least in
industry. Child labor had
declined in developed coun-
tries in any case, due to a
combination of several factors.
These include the increasing
sophistication of technology in
the workplace (reducing the
demand for low-skilled workers), greater productivity and
consequently higher wages (reducing the need to send
children to work instead of school) and higher school
attendance (reducing the supply of child labor). 

Child labor re-emerged as a public concern in the
1980s and 1990s. This time, worry was expressed across a
broad spectrum of opinion—from United Nations agen-
cies, to non-governmental organizations, educators, social
workers, trade unions, cause-driven investors, and the
news media—that “globalization” was increasing the inci-
dence of child labor.2 This time, “child labor” meant more
than only children in industry. “Child labor” is now under-
stood to mean children working in both the formal and
informal economic sectors, in legal work and illegal occu-
pations such as bonded labor, slavery, soldiering, and pros-
titution. That poses a new question: What kind of “child
labor” should be of concern to international business?

From the disparate groups mentioned above has
emerged a global campaign to eradicate child labor. One
of the best-known parts of this campaign involves an effort
to ban from international trade goods made by children.
This linkage between child labor and trade makes child
labor at least an indirect concern for many businesses.
Even if firms do not themselves employ children, they
operate within a global system of commerce, manufactur-
ing, procurement and trade that—in part—does.

The balance of this paper explores the business eco-
nomics of child labor in four parts. The first part outlines
three dimensions of business links—direct and indi-
rect—to child labor. The second part discusses the basic
question that must be answered before any further discus-
sion begins: What is child labor? Defining the difference
between all child work and “child labor” is key to any
assessment of the scope of the problem as well as appro-
priate responses. The paper then discusses the basic eco-
nomics of child labor and some of the ways in which eco-
nomic theory fails to account for the actual political econ-
omy of child labor. The next section presents examples of
industries and firms that have been accused of using, or
benefiting from, child labor, and how some have respond-
ed to the criticism. This section will draw from the previ-
ous discussions to assess trade and child labor. A conclu-

sion will sum up lessons about international business and
child labor. 

International Business and Child Labor: Three
Dimensions

Business’ role in the economy of child labor has at
least three dimensions, both in the formal and informal
economic sectors. The three dimensions are:

DIRECT: A firm or enterprise employs children
directly.

As mentioned, the majority of direct employment is in
the informal sector, where children take part in perform-
ing services, small-scale manufacturing, various agricul-
tural occupations and work in the home. Many of these
children are “hidden” workers, because they only work in
their homes and thus do not show up in formal labor force
statistics. Although many of these children are working
under family supervision, full-time home work can bar a
child from attending school; and many home-based activ-
ities can be as hazardous as work performed outside the
home.3

In the formal sector, when children are employed, it is
usually in businesses featuring fierce competition among
producers, low barriers to entry, and labor-intensive work
for relatively low-skill labor requirements. Examples are
the garment and shoe industries.4 Also in this category are
occupations (e.g. diamond-cutting in Surat, India) in
which children are trained in a skill from an early age. 

Direct employment also encompasses plantation agri-
culture producing such raw products as coffee, tea and
sisal. Although plantation agriculture differs from the
other examples because of its organization and relative
capital intensity, several factors still discourage parents
from sending their children to school instead of bringing
them to work. These include traditional patterns of
employment and payment; lax enforcement of labor laws
allows the hiring of children; and the lack, inadequacy,
and expense of schools and child care. 

It should be noted that some international firms hire
children directly, and the products of these children’s

In some cases, international firms have been initially
unaware that their production has a child-labor com-
ponent. Even in the United States, children have been
found to provide products to major corporations.
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work is used by other companies in developed countries,
as will be explained in the definition of the next dimen-
sion of business’ relationships to child labor.

INDIRECT: Goods and services produced by 
children are purchased from other firms. 

This dimension is increasing as formal sector firms
purchase goods and services made by informal sector
firms or enterprises, goods made in traditional home set-
tings, and goods made by enterprises that have them-
selves outsourced production to home workers.5 In some
cases, firms have been initially unaware that such pro-
duction has a child-labor component. Examples of com-
panies that have discovered inter-firm connections to
child labor include importers (Ikea6) who sell hand-made
rugs from India, Pakistan and Nepal; marketers of soccer
balls (Nike, Reebok, Adidas7); sellers of coffee picked by
children (Peet’s, Starbucks8); and Brazilian automobile
manufacturers (General Motors, Ford, Mercedes-Benz9)
that used steel produced with charcoal made by children
and their families. Retailers and brand-name licensers of
merchandise made in sweatshops where children are
employed also fit into this category. 

Even in the United States, children have been found
to provide products to major corporations. In 1997, an
investigation by the Associated Press followed “the work
products of 50 children to more than two dozen companies
including Campbell Soup Co., Chi-Chi’s Mexican restau-
rants, ConAgra, Costco, H.J. Heinz, Newman’s Own, J.C.
Penney, Pillsbury, Sears and Wal-Mart.”10 (The AP report-
ed that every company contacted condemned child labor,
and some launched investigations into their suppliers’ use
of under-age workers.) “Some were older teens working a
few too many hours in after-school jobs. But also among
them were 59,600 children under age fourteen and
13,100 who worked in garment sweatshops, defined as
factories with repeated labor violations.” Employers, the
AP estimated, saved $155 million in wages by hiring
these under-age workers instead of people of legal age. An
estimate of the total number of child laborers in the
United States, based on census data and workplace data,
came to 290,200 children (down from two million a cen-
tury earlier).

EXTERNAL: A firm or enterprise plays a part—
beyond its direct business interests—in shaping
opinions and policies concerning child labor in the
local economy.

For reasons of altruism, image or other motivations,
some firms play active roles to shape local-economy atti-
tudes toward child labor and the educational institutions
and social services that affect children. This third dimen-
sion has increased in prominence as global economic
integration has led international business to playing a
larger role in shaping the public policies of governments
around the world. 

What is Child Labor? 
With these three dimensions in mind, the next thing

that must be tackled is the question: What is “child
labor”? The answer is fraught with anomalies and contra-
dictions, reflecting a tangle of international standards,
national laws, cultural practices and social expectations.
The lack of a single answer complicates the process of for-
mulating business responses to the issue. 

It is important to note at the outset that the old stereo-
type of “child labor”—small children dwarfed by clank-
ing machines in the textile mills of the early Industrial
Revolution—fits only a small minority of child labor as
defined today in international agreements or debates. To
sum up, the phrase “child labor” today is a pejorative
term that differs from the broader and less value-laden
“child work.” In general, “child labor” refers to children
under 18 years old who work in both the formal and infor-
mal sectors, in conditions that are harmful or potentially
harmful to the child. Underpayment of children for their
work and other forms of exploitation, are also included. 

One confusion surrounding this modern definition of
child labor concerns the subject of age: At what age
should a child be allowed to work? In what kind of job?
One international standard, the ILO’s 1973 convention on
“minimum age” of work (Convention 138) sets the bar in
adolescence. It declares that children should be allowed
to work in most jobs if they are fifteen and older, in devel-
oped countries, or fourteen and older in developing coun-
tries. (The convention also approves of light work and
apprenticeships for children as young as thirteen in devel-
oped countries or twelve in developing countries.)11

But Convention 138 has not been ratified by many
Asian countries, where children’s ages are hard to deter-
mine or where a large number of children begin to work at
an earlier age and the government cannot—or more often,
has not – taken action to keep them in school longer. In an
attempt to come up with a more universally acceptable

At what age should a child be
allowed to work? In what kind of
job?



The Political Economy of Child Labor and Its Impacts on International Business Business Economics • July 2000    33

standard, in 1999, the ILO adopted a new convention
defining and calling for an end to the “worst” forms of
child labor. Convention 182 defines the “worst” forms of
labor to include several forms of illegal work (prostitution,
forced labor, bonded labor and slavery) as well as jobs
that are harmful to a child’s mental, physical or moral well
being. This narrower standard was adopted unanimously
by the ILO’s membership, comprising representatives
from governments, business and labor unions. A recom-
mendation, passed concurrently, lists the types of work
that might be included in each state’s definition of labor
that is or might be harmful to a child’s mental, physical or
moral well-being.12

One other standard deserves
mention: the Convention on the
Rights of the Child (CRC).
Adopted by the United Nations in
1989, the CRC makes financial
exploitation of children a violation
of children’s rights.13

It should be noted business
associations that are ILO members
voted with government and trade
union representatives to support
Convention 182, the first unani-
mous convention adoption in the ILO’s fractious eighty-
one year history. However, only a handful of countries has
ratified the convention in a year, so it is clear that this
convention has a long way to go before it amounts to more
than good intentions expressed in the form of internation-
al diplomacy. These international standards, moreover,

are non-binding. The laws of individual countries define
children and child-appropriate work differently, using dif-
ferent ages or different types of work. Add to that uneven
enforcement of these laws, and the picture becomes very
muddy indeed. 

Many national laws set a minimum age for work. And
yet, some child development experts believe that age is
not always the best way to decide whether individual chil-
dren are ready for work, or whether any particular kind of
work is appropriate for a specific child.15 This may pose a
real-world problem when a business that wants to follow
the law finds that the children employed by vendors or
suppliers seem fully capable of doing the work they are

employed to do, in which case
both employers and children
would resist excluding them from
the work. 

Any firm that has assessed
its role in the three dimensions of
business and child labor will
have to come to its own under-
standing of what standard to use
when drawing the line between
acceptable child work, and
objectionable child labor, keep-

ing at least three things in mind. 
First, a firm with the best intentions can get caught

between the values and expectations of different stake-
holders not only in the business itself, but also in the
international movement against child labor. Following the
international minimum age of work standard (set by
Convention 138) may be the only wise thing to do for com-
panies that sell to consumers in developed countries. But
careless enforcement of those standards could make life
even worse for the child workers—and that could inflict
damage on a company’s image, too. 

That happened in Bangladesh in the early 1990s,
when Sen. Tom Harkin proposed banning all imports to
the United States of goods made by children. The threat
alone caused a reaction among the garment manufactur-
ers of Bangladesh, who sold more than half their products
in the United States. Garment manufacturers began firing
tens of thousands of children. No provision had been
made for an alternative activity or income source for these
children; and UNICEF later found some of them in other,
worse jobs. Some had become prostitutes—although
whether these workers had lost their jobs because of the
so-called Harkin Bill or for some other reasons remains in
dispute. The firing of the children shocked the activists
behind the Harkin Bill, who put new pressure on the gar-
ment manufacturers to stop firing children until an alter-

Simple, straightforward
actions to eliminate child
labor may make children
worse off than they were
before.

National laws vary greatly. For example, in the
U.S. Fair Labor Standards Act, which is the basic
federal law governing child labor in the United
States, children are allowed to do most kinds of “non-
farm work” beginning at age 14. However, at any age,
they may “deliver newspapers, perform in radio, tel-
evision or theatrical productions, work for parents in
their solely-owned non-farm business (except in man-
ufacturing or on hazardous jobs); or, gather ever-
greens and make evergreen wreaths.”14 The FLSA
allows children on farms owned by their parents to do
many activities that a child working for a wage in a
non-family business would not be allowed to do. That
results in anomalies, such as children working heavy
equipment on family farms at an age when they would
not be allowed to make copies in an office not owned
by their families.



nate plan could be worked out. Eventually, the garment
manufacturers agreed on a unique new plan (discussed in
detail below), which includes taking under-age workers
out of the garment-industry and putting them into schools.
What needs to be noted here is that the new plan involved
costs that the manufacturers had not anticipated when
they began firing their child workers.16

Second, firms must ask themselves: What is honest
disagreement about child labor, and what is manipula-
tion? When European anti-child labor activists first
objected to imports of rugs made by children working in
horrific conditions, and in bonded labor, the Europeans
were opposed by rug merchants and manufacturers in
Pakistan, India, and Nepal who said that the children
were simply learning traditional skills passed down
through their families. In some families, that was indeed
the case. In other workshops, children had been recruited
into working for unrelated employers, for long days, in
poor working conditions and in bonded labor.17

Third, while some child labor involves what can only
be called exploitation, other cases involve a mixture of
exploitation and a measure of good will. Employers in
industries as different as the Bangladesh garment indus-
try and Mexican agriculture have voiced mixed motives
for hiring children. The employers were clearly taking
advantage of low-skilled workers, desperate for work even
at low pay. But when these employers explained that some
parents could not work if the children were sent home,
they were also correct: many of the parents did not have
child care or after-school care for their children.18

The employers’ explanations sounded hollow when
the employers had done nothing themselves to help pro-
vide child care or after-school care for the children of their
workers. And yet, implementing any solution is never as
simple as it might appear to outsiders. And in any case,
identifying a solution involves determining whether any
action taken by an individual firm will make a positive
difference and what kind of action will make the most dif-
ference. (This is after the firm has decided it can afford
the fix.) These topics will be explored below. 

A last word about definitions: for the rest of this paper,
for reasons of simplicity, “child work” will refer to all
kinds of work, whether beneficial or harmful. “Child
labor” will be defined as work perceived to be harmful, or
potentially harmful, to the child, including underpayment
and other forms of exploitation. Any more precise defini-
tion of child labor must be specific to local circumstances,
involving “a comparison between the conditions of work
on the one hand and age, gender and ability (of the child)
on the other.”19

The Economics of Child Work
The economics of child work involves supply and

demand relationships on at least three levels: the supply
and demand of labor on the national (and international)
level; the supply and demand of labor at the level of the
firm or enterprise; the supply and demand for labor (and
other functions) in the family. But a complete picture of
the economics of child labor cannot be limited to simply
determining supply and demand functions, because the
political economy of child labor varies significantly from
what a simple formal model might predict. 

Suppose a country could effectively outlaw child
labor. Three consequences would follow: (1) the families
(and the economy) would lose the income generated by
their children; (2) the supply of labor would fall, driving
up wages for adult workers; and (3) the opportunity cost of
a child’s working time would shrink, making staying in
school (assuming schools were available) much more
attractive. In principle, a virtuous circle would follow:
with more schooling, the children would get more skills
and become more productive adults, raising wages and
family welfare.20 To the extent that the demand for labor is
elastic, however, the increase in wages implies that the
total number of jobs would fall.

The labor supply effects are the basic outline of the
logic that underlies almost all nations’ laws against child
labor, as well as the international minimum age standard
set in ILO Convention 138 and much of the anti-child
labor statements during the recent protests against the
World Trade Organization, World Bank and International
Monetary Fund. 

This model does describe in very simplified form the
long-term history of child work in the economic develop-
ment of developed economies. But in the short-term, the
virtuous circle seldom occurs in real life as quickly as the
simple, static model suggests. The reason for the model’s
short-term failure is that child work results from a com-
plex interweaving of need, tradition, culture, family
dynamics and the availability of alternative activities for
children. 

History
History suggests that children tend to work less, and

go to school more, as a result of several related economic
and social trends. Some of the reasons why children work
were discussed earlier. They point to a truism that is often
overlooked in discussions about the economics of child
labor: the political economy of a place plays at least as big
a part as per capita income in determining the level of
child labor there. 
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• Prosperity reduces both the incidence of child work and
children as a proportion of the total workforce. A World
Bank graph plotting children in the work force against
GDP per capita shows a dramatic fall in children’s
labor force participation up to $1,000 GDP per capi-
ta.21

• But national wealth alone does not determine, and
cannot explain, incidence of child work and proportion
of children in the work force. At higher levels of GDP
per capita, the relationship between the proportion of
children in the labor force and per capita GDP is not
as easily predicted. The World Bank has no strong
explanation for this looser association between nation-
al wealth and children in the work force, apart from a
possible statistical anomaly and “cultural differ-
ences.” The closest association (or best “predictor”) of
proportion of children in the work force in an econo-
my is the structure of production: child work is more
likely to occur in economies with a greater share of
agriculture in GDP. 22

• The incidence of child work reflects the structure of the
local economy. Of the 250 million working children,
sixty-one percent are in Asia, thirty-two percent in
Africa, and seven percent in Latin America.23 That
makes some intuitive sense in that the bulk of the
world’s population is in Asia. The disproportionately
large percentage of child workers in Africa, however,
is due to the high proportion of children in the labor
force—about two out of five.  This reflects Africa’s
high rate of poverty and the high proportion of rural
population in Africa. 

• Although child labor is most strongly correlated with
poverty, child work also is partially determined by local
structures of economy, finance and production, as well
as cultural norms and practices. Children are more
likely to work, for instance, if they are from poor,
minority or culturally marginalized populations. Girls
are more likely to work in the home and many infor-
mal enterprises unregulated by law. Girls are also
more likely, in many cultures, to be denied school-
ing.24 A more complete list of determinants of child
labor includes age, gender, family size, distance to

and cost of schooling and parents’ educational status.
Also, child work is highly correlated with the inci-
dence of family enterprises—but families who have
their own enterprises are not always the poorest in
their region.25

• In Western Europe and the United States industrial
growth increased demand for skilled, adult labor and
increased returns to education, thereby reducing child
work, even before laws defining and curbing child
labor were passed or implemented. Nardinelli’s (1991)
landmark analysis showed that historically child labor
incidence began to fall well before countries in
Western Europe adopted national laws banning child
labor. Businesses using increasingly sophisticated
technology demanded workers with more education
and literacy, and greater industrial productivity led to
higher incomes for those workers. The payoff for
becoming a literate adult worker rose; and, therefore,
so did the incentive for children to stay in school. 

• Education is the most oft-cited “solution” to child
labor. Compulsory education laws, as well as the
implementation of those laws and the provision of
schools, helped reduce child work simultaneously—
and arguably were a precondition for later, rapid eco-
nomic growth. Perhaps the most influential study on
this trend was by Myron Weiner (1991). Weiner
argued that actively taking children out of the work
force and putting them into schools helped to lay the
foundation for subsequent economic growth that fur-
ther reduced child work. Weiner’s emphasis on the
importance of compulsory education laws has been
widely challenged, but there is widespread agreement
among child labor researchers on one point of this
thesis: that even countries with relatively low per
capita GDP could improve their human capital, boost
their economic growth prospects and improve the
lives of their citizens by providing affordable, appro-
priate and accessible education to all. In addition,
there is widespread agreement among economists that
the failure to educate children tends to retard nation-
al economies.

• The quality of schools is at least as important as quan-
tity. Schools alone will fail to mitigate child labor if
they are inaccessible, open at inappropriate hours of
the day, offer poor teaching and teach subjects that
students and their parents do not think will help chil-
dren more than the skills a child can pick up on the
job.26

• Some analyses show that reductions in child labor are
at least in part a result of changes in public opinion,
which attaches an increasing stigma to child work out-
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plays at least as big a part as per
capita income in determining the
level of child labor there.



side the home and/or increases the social value associ-
ated with attending school. Historians of childhood,
beginning with the groundbreaking work of Philippe
Aries in the 1960s, have documented a change in
Western beliefs about childhood. In pre-modern days,
childhood was not a separate period of life, and chil-
dren were expected to work both inside and outside
the home. Modern, Western concepts of childhood
hold that childhood is a period that should be filled
mostly with school and play, and many types of work
are inappropriate or even morally wrong.27 The clash
between modern and traditional views of work as a
natural activity for children results in some of the dis-
agreements about how to define “child labor,” dis-
cussed above.28

Beyond these general trends, economists, anthropolo-
gists and sociologists have explored in detail the family-
level or supply side of child work. Two important insights
have emerged to describe the relationship of child work to
education. One is that excluding children from the formal
sector does not preclude them from working, or more to
the point, from working in hazardous or harmful condi-
tions. Nor does excluding children from the formal sector
automatically make them choose to go to school instead of
to work. The second insight is that excluding children
from formal sector work, or from work generally, can actu-
ally decrease their welfare if their only reasonable alter-
native is to work in a less well paid job or in worse condi-
tions. That was the case in the Bangladesh example men-
tioned above.  

Business Responses to Criticism in the 1990s 
At the beginning of the 1980s, the governments of

many developing nations denied that their economies con-
tained child labor, and businesses followed suit. By the
1990s, the expanded definition of child labor discussed
above was becoming more accepted, and governments
began admitting that child labor existed in their
economies. By the end of the century, the dominant ques-
tion at the ILO was no longer how to get governments to
admit that child labor existed, but how to implement pro-
grams to help children. 

While the ILO has taken almost two decades to con-
clude how to handle the problem of child labor, firms face
a more demanding time-frame and are more vulnerable to
suffering short-term consequences from falsely or mistak-
enly denying that child labor exists in their operations or
those of their suppliers. A range of private-sector programs
dealing with child labor will be reviewed here, followed by
a brief discussion about whether any of these efforts is
more than a drop in the bucket of children’s needs.

One note about the costs of implementing these pro-
grams: when these responses required an expenditure of
company resources, management must have decided that
the costs were outweighed by the potential benefit to the
company’s image or ability to withstand criticism.
Moreover, using children to keep labor costs down may
not be the most efficient labor strategy in any case. “An
American businessman recently told me that the produc-
tion lines at the plants making his product require twice
as many workers as those plants in the country from which
he had moved, underscoring the aphorism that cheap
labor is not necessarily inexpensive labor,” said a labor
attaché from the US Embassy in Jakarta, Indonesia.29

The responses of international business to child labor
are of three basic, non-exclusive types: 

Direct
Many companies adopted independent strategies to

help children directly or in their communities. These
included payments to programs to help children (hospi-
tals, schools). Often, they involved adoption of a company
code of conduct barring the use of children in the making
of company products. Levi Straus & Co. claims to have
started the codes-of-conduct trend, with its 1991 Global
Sourcing and Operating Guidelines.30 Although most do
not specify codes of conduct only for the purpose of curb-
ing child labor, almost all prohibit the employment of chil-
dren in company operations or in the operations of sup-
pliers.31

Many codes of conduct have been criticized for being
hard for outsiders to monitor, and therefore, for amounting
to little more than window-dressing. Relatively few com-
panies have voluntarily gone beyond such a code to
ensure that children removed from the workplace were
placed in a school or into other training. The Swedish
retailer Hennes & Mauritz, for example, works with local
non-governmental organizations to ensure that any under-
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Excluding the children from the
formal sector does not preclude
them from working, even in harm-
ful conditions. Nor does excluding
children from the formal sector
automatically make them go to
school instead of to work.



age worker taken out of a South Indian factory making its
products is put into school.32

Labeling Programs
Some companies began using labels on their products

to indicate that they were not made by children or were
made by a company that supported children’s programs.
Carpet manufacturers in Pakistan, India and Nepal, and
importers and retailers in Europe and North America
adopted a series of labels after being criticized in the
1980s for making and selling carpets made by children,
some of them bonded laborers. There are at least four
labels on the market now, some of which are attached to
rugs themselves, and others are displayed in retail stores:
• Many carpet importers in Germany (and a limited

number in other countries) contribute money to a pro-
gram called Care & Fair, that builds schools in com-
munities where carpets are made. Care & Fair mem-
bers may display a label in their premises but not on
their products. 

• Other carpet importers in Germany and North
America, and manufacturers in South Asia, belong to
“Rugmark,” which puts a sticker on the backs of car-
pets made by purportedly child-free workshops. Many
children removed from these workshops have been
put into schools.

• STEP, a Switzerland-based program, promotes “vol-
untary responsibility “ on the part of producers and
importers. STEP maintains a list of producers and
sellers of carpets that meet its voluntary guidelines.
Retailers that purchase from these suppliers can dis-
play a STEP label in their stores.

• India’s quasi-government Carpet Import Promotion
Council puts the “Kaleen” label on India-made rugs.
CIPC-labeled rugs purport to indicate that manufac-
turers follow a code of conduct that they claim will
eventually eliminate child labor in the industry.33

By contrast, labels developed by the Abrinq
Foundation for Children’s Rights in Brazil are awarded to
companies after they both adopt codes of conduct and
contribute money to help children’s programs. Abrinq
does not claim to guarantee that goods or services have not
been provided by children. The labels are linked to
national awareness campaigns that map out connections
of everyone in society to child labor. Abrinq convinced the
automobile industry to sign on, for instance, after finding
examples of child labor in products of the auto manufac-
turers’ suppliers’ suppliers. Abrinq has developed indus-
try-wide agreements in the orange juice, shoe manufac-
turing and sugar cane industries as well. Not all have been

equally successful—in part because industries have not
always been receptive to the idea that they should take
responsibility for improving work conditions for workers
on the bottom rungs of the procurement pyramid.34

One more type of label is the “fair trade” family of
labels. They indicate that the products have been pro-
duced by farmers with access to a private price-support
system and a cooperative lending scheme through which
they can borrow money at more affordable rates than are
available from local banks or loan sharks. Although these
programs were not designed specifically to reduce child
labor, they can help farm families keep their incomes
healthy enough so that they can afford to keep their chil-
dren in school. “Fair trade” labels have been fixed to cof-
fee in the U.S. and to tea, chocolate, coffee, bananas and
orange juice in Europe.35

One problem with labels is that they are easily coun-
terfeited.36 Another is that the labels rarely explain the
entire scope of the program that stands behind them. And
those programs are often not monitored by independent
monitors who can verify their claims (although the stan-
dard of monitoring seems to be improving).37

Industry-wide arrangements
Abrinq’s work falls in this category. So does the pro-

gram mentioned above that was adopted by the
Bangladeshi garment manufacturers in response to criti-
cism of children working in their factories. Under the
agreement with the ILO and UNICEF, under-age workers
were removed from their jobs, put into schools and paid
stipends amounting to part of the money they had been
earning in their jobs. Adults were to be recruited to fill the
vacated jobs. The schools were supported with money con-
tributed by the association of manufacturers of export gar-
ments and by the ILO. Similar plans to take under-age
children out of work and put them into industry-supported
schools was adopted in Sialkot, Pakistan by the makers of
soccer balls and in Lahore, Pakistan by the makers of
hand-knotted carpets. Similar programs are being consid-
ered in a variety of industries in sixteen other countries.38

These programs have encountered some success but
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also several problems in their implementation. For exam-
ple, in Sialkot, families whose mothers and children left
work suffered a twenty percent fall in income (Economist,
2000). Some social workers and non-governmental organ-
izations think some aspects, such as income-replacement
subsidies for children taken out of work and put into
schools, may be too expensive to replicate on a large
scale.39 The program that was implemented in Bangladesh
had to be adapted to Sialkot and Lahore and might have
to be adapted elsewhere to allow for local conditions. For
instance, both parents and children may benefit more
from a part-time-work, part-time-school arrangement than
from a plan that involves complete substitution of school
for work.40 In any case, programs will have to account for
both the need for children to become educated and their

need to survive. As one Bangladeshi boy put it, “I could
go to school, but then who would feed my mother and sis-
ter? And who would pay for my sister to go to school?”41

Which brings the discussion to this: if the problem is
so big, what will make the most difference to the most
child laborers?

A Drop in the Bucket? Trade and Child Labor
Children working in exports are a tiny percentage,

perhaps less than five percent, of the total 250 million
child workers.42 They have received more attention in the
press of Europe and North America than the bulk of child
workers. And yet the focus on children in exports is sig-
nificant. 

Trade is and will be an important engine of growth in
most developing countries. As discussed above, econom-
ic growth can help reduce child labor. As per capita GDP
grows, child labor is expected to shrink—although, as dis-
cussed, the correlation between prosperity and reduced
child labor is not entirely predictable at higher levels of
per capita GDP. Children with jobs in the export sector
may be working for higher salaries and in better condi-
tions than their peers. Those child-workers who have been

pushed out (because consumers in developed countries do
not want to buy goods made by children) have complained
that they were cheated of the best jobs they could get—
both in terms of working conditions and pay.43 Shutting
children out of the developing world’s export sector as a
way of protecting them is justifiable only if they can go on
to better working conditions for the same or comparable
pay or if they can go to a school arranged so that it does
not interfere with work they must do for survival.

Should social clauses be attached to trade treaties to
keep child-made goods out of trade? Blanket trade sanc-
tions can have disastrous unintended consequences, as
demonstrated by the proposed Harkin Bill’s effect on chil-
dren in Bangladesh’s garment industry. (“And who would
pay for my sister to go to school?”) Trade sanctions rarely
are twinned with measures to mitigate their effects on
children, and it is hard to say whether such mitigation
would work, given the reports of unsustainable expenses
and unintended consequences of Bangladesh and Sialkot
mitigation plans. 

Even though the Harkin trade ban proposal eventual-
ly resulted in new schools for thousands of former under-
age garment workers, the vast majority of children who
had been working in the industry were fired or quit—and
most likely went on to other jobs. Implementation of the
Sialkot plan, which was designed with the Bangladesh les-
sons in mind, has produced its own unintended conse-
quences. For instance, women who were recruited to
replace girls as soccer ball stitchers in Sialkot were happy
to have the work—but initially, in order to get the home
work done during the daytime, they left their children in
charge of housekeeping and other chores.44 Although the
plan was later altered to allow some women to work near
home, the initial effect surely was not what the organiza-
tion supporting a trade ban on goods made by children
wanted to see as an outcome of the program.

Trade bans also could be a disguise for protectionism.
They already are perceived as such by developing coun-
tries. As Yussef Boutros-Ghali, the Egyptian trade minis-
ter, complained after the WTO ministerial talks in Seattle
fell apart in December 1999, “Why, all of a sudden, when
third world labor has proved to be competitive, do indus-
trial countries start feeling concerned about our work-
ers?”45

Still, as argued in the introduction, if in the process
of expanding trade children are—or are popularly seen as
being—victims of the process, the legitimacy of trade
expansion will be undermined. Similarly, if children are
seen to be the victims of other development policies, those
policies will be undermined. 

The effects of the Asian currency crisis of 1997 on
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children were mixed, even though the picture that came
through the news media was almost all negative.46 That
negative picture prevailed and continues to sour people
on the financial liberalizations associated with globaliza-
tion. “The real problem...is the model of development that
we have adopted,” said one social worker in assessing the
fall-out from the crisis, noting that poor children suffered
the most and the longest. “A lopsided model that is based
on consumerism and greed rather than sustainability and
need.”47 This complaint echoes older complaints about
the price that children pay for repayment of the loans
extended by multilateral development agencies to devel-
oping countries. This price takes the form of cuts in social
services associated with structural adjustment policies
and international debt service. At a recent meeting of the
Asian Development Bank, for instance, protestors com-
plained that “ADB projects are exacerbating poverty,
destroying the environment, and undermining the rights,
livelihoods, food security of the local communities
throughout this region.”48

The problem may lie as much with national gover-
nance as with the economic system against which these
protests are directed. That is not to deny the importance
of pledges of more resources directed specifically at fight-
ing poverty by multi-lateral institutions such as the World
Bank and the Asian Development Bank. However, as one
Indian activist put it, “The problem is not resources, it is
political will.”49 Yet, if business’ actions on child labor
are not seen as being part of the solution, they will be eas-
ily depicted as part of the problem. 

Conclusion – Business Has a Role in Reducing
Harmful Child Labor

This paper has discussed three dimensions of the rela-
tionship between international business and child labor
and has identified the distinction between acceptable
child work and exploitative child labor. It has also pre-
sented the basic economics of child labor and strategies
that companies have adopted to deal with complaints about
their employment of children. It has pointed out several
ways in which, despite the small percentage of child work-
ers in trade, business should be concerned about the
reports of child labor in the export economy. Additionally,
it has discussed strategies that a few firms and industries
have used to reduce the presence of child labor in their
operations and those of their suppliers. Some of these had
direct benefits for former child workers.

Businesses that want to continue to benefit from more
open trading systems and more liberal financial markets
would do well to take complaints about child labor in trad-
ed goods as a shot across the bow—along with the many

other metaphorical shots fired by demonstrators who have
protested against the World Bank, International Monetary
Fund and other multi-lateral finance agencies. Efforts to
liberalize trade and finance are being undermined by a
perception that a disproportionate percentage of global-
ization’s “losers” are poor children.50 Certainly it is impor-
tant to determine whether globalization has increased
child work or has simply provided children with different,
and possibly better, jobs.

Any firm that confronts the issue of child labor must
decide whether adopting one of the responses outlined
above—or any other—will cost more than ignoring the
issue. 

Ending child labor will require action on many levels:
economic growth; laws and law enforcement; social mobi-
lization; and building schools and making them afford-
able, accessible and appropriate.51 The best programs will
need to be made relevant to the specific conditions of a
place, and of the children to be helped. “We know of no
case where a nation developed a modern manufacturing
sector without first going through a ‘sweatshop’ phase,”52

according to David L. Lindauer. “If child labor is a nec-
essary evil of industrialization, then a nation should be
judged on how quickly it passes through this phase.” But
history need not predict the future. It should be possible
to employ workers at competitive wages without also
exploiting the youngest and weakest workers—and with-
out robbing them of a chance to gain an education. 

Business has a potential role to play in reducing
harmful child labor, including its potential eradication.
That role is larger than it has played so far. Moreover,
pressures for businesses to do more to end child labor will
not go away. They seem much more likely to increase.53 ■
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