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Abstract 

The poverty of the individual household is a leading cause of children engaging in work 

in order to contribute to household survival. The importance of children's financial 

contribution to the household means that in order to eliminate child labour, alternative 

sources of income have to be made available. 

Microfinance is perceived to have the potential of addressing these issues by enabling 

households to save or borrow money to start up or expand enterprises thereby securing 

additional income and making children's financial contribution to a household less 

significant. However, while microfinance is considered a tool designed for the poor, it 

has been shown to have difficulties in reaching the poorest households, which is also the 

very group most at risk of having to rely on child labour for survival. Furthermore, the 

limited credit available through microfinance, and the lack of special skills frequently 

force entrepreneurs to engage in labour intensive activities with marginal profits. These 

types of activities are also where children are often found to be working. 

Based on data collected from two urban areas in the Philippines using a combination of 

qualitative and quantitative methods, this thesis reviews microfinance as a tool in 

targeting child labour. Specifically it analyses the extent to which microfinance 

contributes to a decrease or increase in child labour and whether the impact varies 

according to the gender of the child. The thesis also reviews the ability of microfinance 

to affect all households with working children, and how the findings correspond with 

current economic theories on the household. 

This research shows that in the selected areas the main reasons for children engaging in 

economic work arise from either: the need to generate an additional income from 

outside the household setting, in part to cover educational and other expenses brought 

on by the child him or herself; or the role of children as supplier of additional labour 

input into labour intensive household enterprises, in particular those which are the main 

source of income for the household. Children, in particular girls, also frequently act as 

labour substitutes for the mother in household work. 
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This thesis confirms that microfinance programs have difficulties in reaching all 

households with child labourers. The main reasons are risk aversion among the poorest 

households and the apparent direct or indirect exclusion of this group by other members 

of the programs. The main cause of the risk aversion arises from the fear of being 

excluded from essential informal credit networks on which the poorest households in 

particular depend. 

Microfinance has the ability to impact on households where children work to generate 

an extra source of income. For households which depend on children's input into the 

household MSE, there appear to be limited impact of microfinance participation on the 

households' need for child labour. There are indications that the household's ability to 

benefit from microfinance participation depends on its existing income level. While the 

aim of the microfinance programmes is to support the creation or expansion of 

enterprises, the intense competition and low marginal returns means that closure rates 

are high. As a consequence the effects of microfinance loans are often short lived. 

Further, microfinance loans are unable to change the labour intensive nature of the 

production and the household dependence on children's labour. This research also finds 

that the impact differs between children as there is a strong division of children's work 

based on gender and age. 
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1. 	Introduction 
The issue of children's involvement in labour and society's attempt to regulate and 

prevent it is not new. Some of the very first International Labour Organisation (ILO) 

conventions address the work of children. However, in the past 12 — 15 years it has 

received renewed attention on the international scene, a reappearance largely the result 

of it being made an issue during the Uruguay Round by trade negotiators who linked 

labour standards to market access in industrialised countries (Mehotra and Biggeri 

2002:1). The linking of the work and exploitation of children with trade issues is not 

without controversy, and has raised concern among developing nations who fear that it 

will be used as an excuse for protectionism (Agnivesh 1999; Basu and Tzannatos 

2003:167; Singh and Zammit 2000:80-81). However, while much of the discussion and 

attention on the international scene focuses on child labour in the export sectors, US 

Department of Labor (1995) estimates that less than five per cent of child labour is 

found in export sectors. Rather the vast majority of working children are found in the 

informal economy, in the family farm, enterprise or in the household. 

While there is a range of issues concerning children's involvement in work, including 

the impact on their health, one of the main concerns is often the extent to which it 

prevents the children from attending school. As stated in UN Convention on the Rights 

of the Child (CRC) it is the right of each child to complete at least primary school, and 

the universal achievement of this by 2015 is one of the UN Millennium Development 

Goals (MDG) (UN 2000:5). Education is seen as the main alternative to child labour as 

well as a means of breaking the poverty cycle. Furthermore, education should not solely 

be seen in terms of the child's future employment prospects, but also from a national 

perspective where a large uneducated labour force can potentially hamper economic 

growth (Heady 1999:5). 

The renewed attention on child labour has also caused an increased focus on what 

causes child labour and the most efficient approach to eliminate it. One of the key issues 

is the direct link between children's involvement in work and household poverty 

I  C5 on minimum age in industry work and C6 minimum age for night work in industry, both adopted in 
1919 (first session of the ILO), and C7 on minimum age for working on the sea, adopted in 1920 (second 
session of the ILO). (ILO1996c). 
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(Blunch and Verner 2000). Household income also influences the number of hours 

children work. Rosati and Rossi (2003) find that an increase in household income 

causes a direct drop in children's working hours. Increasing household is likewise found 

to contribute to raising the likelihood of children being enrolled in school (Ilahi 2001; 

Bhalotra 1999). Another central issue is that working children often make a significant 

contribution to household income. As a consequence any attempt to eliminate child 

labour is bound to have an effect on already impoverished households. Past experiences 

have shown the importance of compensating the household for the loss of children's 

income. Failure to do so could either render the attempt to eliminate child labour 

unsuccessful or in the worst case, be directly detrimental to the health and welfare of the 

children targeted (Boyden et al. 1998). 

One common approach used to compensate for this loss of income has been 

microfinance services to the affected households. There is a range of reasons for using 

microfinance to alleviate child labour. It has been proven to be able to reach and benefit 

the poor and help alleviate poverty, and it is a cheaper and easier solution than public 

employment programmes, or other similar approaches to alleviate poverty. There are 

however, indications that the poorest of the poor may find themselves excluded from 

these programmes, though they are the very same group which relies the most on the 

income of children. Also, while microfinance can help facilitate savings and thereby 

help vulnerable households create resources to fall back upon, it is not capable of 

alleviating poverty on its own. Rather the success of microfinance depends on the 

household's ability to start and operate a micro- and small scale enterprise (MSE), or 

alternatively expand an existing MSE, and thereby increase household income 

sufficiently to compensate for the income children otherwise would bring home. 

However, while MSEs can be easy to start-up they also tend to be fragile and have high 

failure rates. They frequently operate in a labour intensive environment with low 

marginal returns. 

This raises the issue of the distribution or redistribution of tasks and decision making 

within the household arising from participating in a microfinance programme. One of 

the issues regarding microfinance is its supposed ability to empower women, and 
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provide them with income which they control, which subsequently translates into 

improved nutrition and school enrolment rates for children, especially for girls (Kabeer 

2001). Economic theories on households' allocation of resources provide different 

suggestions as to the impact on different household members, including the effect on 

children's involvement in work. Included in this is the question of the extent to which 

children, particularly girl children, act as labour substitutes for the parents, particularly 

the mother, as they become involved in additional economic work. 

Successful microfinance programmes have shown their ability to increase household 

income among the participants. However, it is not clear the extent to which this has any 

implications on children's involvement in labour, or the ability of microfinance to 

compensate for the loss of income from children. This thesis will explore the interaction 

between microfinance and children's labour and the ability of microfinance to alleviate 

children's work through micro- and small enterprise (MSE) creation. 

This thesis sets out to answer the following questions: 

1. To what extent does microfinance contribute to a decrease or increase in child 

labour, economic or non-economic? 

2. Does microfinance have a different effect on children according to gender? 

3. Does microfinance have the ability to positively affect all households with 

working children? 

4. How do these findings correspond with current economic theories on the 

household? 

1.1 Choice of Topic 

My personal interest in the issues surrounding child labour and microfinance started in 

1997 while working for the International Labour Office in Egypt on employment 

creation through the promotion of micro- and small enterprises (MSE). Through my 

work I became increasingly aware of the involvement of children in the sector and the 

dependence by households on children's labour contribution to these MSEs. I also 

became involved in the ILO's International Programme on the Elimination of Child 

Labour (IPEC) in Egypt and observed the central role microfinance and MSE promotion 
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often takes in such programmes as the main tool for providing compensation for loss of 

income. I came to realise that very little research has been done on the effectiveness of 

microfinance as a tool to alleviate child labour, regardless of its widespread use. The 

aim of this research is to contribute to the knowledge of the effects of microfinance on 

children's work and identify settings and circumstances, which may affect its impact. 

1.2 Choice of Research Area 

My decision to conduct the research in urban areas is based on a range of different 

factors. As the aim is to research the effect of microfinance on children's work, the 

presence of alternatives in the form of education facilities is important. The absence of 

schools means that children often engage in work because their parents see it as a way 

of keeping them occupied. Under such circumstances it would be hard to identify any 

impact of microfinance. The absence of schools is particularly an issue in rural areas, 

where children may either face long distances to school or in some cases do not have 

any access to educational facilities. Furthermore, the focus on child labour in relation to 

household enterprises also supports the choice of conducting research in an urban area, 

as urban based microfinance programmes are more geared towards MSE promotion, 

whereas in rural areas it is often towards increasing agricultural production. 

While there is a significant presence of working children in most urban centres 

throughout the developing world, urban child labour constitutes a relatively higher 

percentage in Asian countries than in Latin American or African countries, making this 

region relatively more interesting from a research perspective. With regard to the actual 

choice of country, the Philippines offers a unique combination of relevant factors. In 

addition to being burdened with a large number of working children, the country is 

unique in that it has a very high number of microfinance institutions, both in the form of 

NGOs providing microfinance services, as well as larger microfinance institutions. A 

1995 report estimates there are 600 different microfinance programmes in the country 

though the average outreach of each is only about a 1,000 participants. Furthermore, 

there are more than 17,000 NGOs in the Philippines, some of which provide a range of 

social services as part of the Philippine government's social policy (ADB 1997:106; 
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World Bank 1995:64). As a result, there is a wide range of choice concerning NGO and 

microfinance partners for conducting this research. 

A deciding factor is also that child labour is in some countries a contentious issue and 

research into its prevalence is not equally welcomed everywhere. The Philippine 

Government openly acknowledge the presence of the problem and have in cooperation 

with the ILO started the implementation of the Time-Bound Programme in June 2002 to 

eliminate the worst forms of child labour. The Philippines is also the location for one of 

the first ILO project on child labour, which targeted children working as scavengers on 

the dumpsite "Smoky Mountain". 

1.3 Methodological Approach 

The framework of this thesis focuses on the household, given that decisions regarding 

• children's involvement in work are taken within that setting, though it is often the result 

of external factors. The complexity of household decision making on children's 

involvement in work makes it difficult to only use a quantitative approach. In-depth 

interviews or discussions are also required to fully understand the effect of microfinance 

participation and child labour. To overcome this, I am using a triangulation approach, 

combining a survey instrument with group discussions, focus group discussions, and 

interviews. I realise that the there are opponents to such an approach, as also discussed 

in Chapter 6. On the other hand, as this thesis shows, it enables me to provide a 

thorough analysis of the quantitative results and reach conclusions which otherwise 

would have been overlooked. The qualitative component has also proven useful as the 

research topic is sensitive and parts of the activities researched are either considered 

taboo or illegal. The development of a certain level of trust with the target group is 

essential which would have been difficult using only a quantitative approach2. I am not 

alone in my beliefs of the value of triangulation. The approach has found support among 

child labour researchers and has been recommended by the Regional Working Group on 

Child Labour (RWG-CL) (2000:26) as well as Boyden et al. (1998). The main 

disadvantage of this approach is that it is more labour intensive, requires more resources 

and is more complex to analyse than purely quantitative data collection and analysis. 

2  This point is also made by Salem (1995) quoted in Carvalho and White (1997:14). 
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The data collection for this research was conducted during a seven month period from 

June to December of 2002 in two areas of the Philippines: Pandaçan and Paco in Manila 

and Malaban and Dela Paz in Binan, Laguna outside Manila. Both areas are classified as 

urban, though Pandaçan and Paco is more densely populated. In both areas I was 

cooperating with local NGOs, which I had made contact with through Punla Sa Tao, a 

Philippine NGO specialising in providing support for setting up microfinance 

programmes. 

Research of this type and extent is not conducted without a number of problems being 

encountered along the way. Most have been addressed as they appeared without too 

much difficulty. One specific issue has been to develop a questionnaire which captured 

the complexity of the household and the wide range of factors that have potential for 

influencing children's involvement in work. While the result was satisfactory, it is also 

clear that parts of the questionnaire turned out not to contribute substantially with 

relevant data. This is further discussed in Appendix 15. 

In terms of limitations of the research, the main issue concerns the cross sectional 

character of the data. By comparing households by participation in microfinance 

program or not, it is assumed that a range of other factors are identical for the 

households. While using longitudinal data from the same households before and after 

the intervention would have alleviated this issue, it did not prove feasible to adopt this 

approach because of time and logistical restrictions. Instead care is taken in comparing 

the different groups and identifying any difference, which may present an issue. The 

research approach is discussed in detail in Chapter 6. There are two additional 

limitations directly related to data collection, which should be mentioned. One concerns 

the actual loans. The effect of each loan appears to decrease over time, yet in this 

research borrower households are grouped together in the analysis regardless of when 

loans were taken out (within the past six months). A second issue is seasonality, which 

proved to be an issue for one research area. It affected both household income and 

children's work hours and has probably led to an underestimation of the actual number 

of children's working hours in that area. Again, this is discussed in detail in Chapter 6. 
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There are also limitations as to the ability to directly transfer the findings of this 

research to other settings. As the research is focussed on two urban areas of the 

Philippines, this means that trying to transfer the results to rural areas could be an issue 

given the possible lack of educational facilities, which would substantially alter the 

basis for the findings in this thesis. Also, as discussed in Chapter 6, women's status in 

Philippine society is different from that of women in Bangladesh or India, thereby also 

affecting some of the results concerning empowerment and the influence of 

microfinance on their position in the household. A final issue concerns the scope of this 

research, and its focus on the household level. While household level interventions are 

important in addressing the core causes of children's involvement in work, they only 

constitute part of the problem. Macro factors such as the level of public spending on 

education and health, labour market distortions and discrimination are also significant 

elements influencing children's involvement in labour. 

1.4 Organisation of the Thesis 

The thesis is organised as follows. Chapter 2 provides a brief general introduction to the 

prevalence of child labour and reviews the definitions used by international 

organisations. Chapter 3 reviews the literature on child labour and the different aspects 

and causes of children's work. This establishes the type of contributions children make, 

and the role they play in household income generation. The chapter also takes a brief 

look at the interaction between work and education, including the discussion of skills 

acquisition through work. The chapter further reviews the possible health consequences 

of children engaging in work and also looks at the most common approaches to address 

the issue. Having established the root causes and consequences of child labour Chapter 

4 provides an introduction to three theories on the household and their interpretation of 

the impact of microfinance on the household in terms of decision making and control 

over resources, including choice regarding education and work of children. Chapter 5 

provides an overview of the literature on microfinance, the concepts and target groups, 

along with experiences from other programmes. The chapter analyses the ability of the 

programme to reach the intended target groups along with a discussion on impact 

arising from microfinance on households. It also looks at the environment in which 

micro- and small enterprises (MSE) operate and the characteristics of the MSEs 
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including the driving forces behind their creation, and identifies some of the main 

obstacles, which affect the success of MSEs. Chapter 6 outlines the research methods 

used, including a brief discussion on combining qualitative and quantitative research 

methods. It provides an overview of the research areas and how the research was 

conducted in each area. The chapter also briefly reviews the general situation in the 

Philippines concerning child labour and government interventions. The research results 

are presented in the Chapters 7, 8 and 9. Chapter 7 uses the household level data, and 

analyses households' involvement in microfinance, access to informal sources of credit, 

MSEs, and control over income within the household. It examines the exclusion of 

certain groups from microfinance and analyses the strength and weaknesses of the types 

of MSEs in which the households are involved. Chapter 8 uses the child level data, and 

reviews the causes of children's involvement in work, the different types of work, as 

well as involvement in education. The chapter establishes the different roles boys and 

girls play in the household and the effect which microfinance participation and loans 

have on their involvement in work. Chapter 9 uses regression analysis to assess the 

effect of the different factors, and the interaction between them, on children's 

involvement in work and the number of hours they work. These findings are then 

compared with the results of other research. Chapter 10 is the conclusion. 
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2. Child Labour, Extent and Definition 

The international definition of what constitute a working child is comparatively clear 

but as this chapter will show, is not all inclusive. This chapter will review the 

internationally accepted definitions and some of their shortcomings. Based on this brief 

review, a broader definition of what constitutes a working child will be developed for 

use in this thesis. The chapter will furthermore provide a general introduction to the 

international perspective of the child labour problem and some of the current 

international issues. 

2.1 Definition of Child Labour 

A child has traditionally been distinguished from an adult based on age, a concept that 

has also been adopted when defining standards on admission to employment. While 

national legislation in Britain and France first introduced the concept of a minimum age 

in the nineteenth century as a standard for certain types of employment, international 

standards were not adopted until a 100 years later (Cunningham 1995:8-9). 

The United Nations Convention on the Rights of the Child 1989 (CRC) defines a child 

as "every human being below the age of 18 years unless, under the law applicable to 

the child, majority is reached earlier" (Article one). This definition is widely accepted 

with an almost universal ratification of the CRC3. While the CRC provides a clear 

definition of a child, the Convention does not set a standard regarding child labour, or 

specify a recommended or required minimum age for work. The CRC only requires 

States to provide for a minimum age or minimum ages for admission to employment, 

appropriate regulation of the hours and conditions of employment, and appropriate 

penalties or other sanctions to ensure the effective enforcement of its provisions. 

The International Labour Organisation (ILO) is the only agency to set international 

standards for the minimum age for children to engage in work. The ILO adopted its first 

Convention against child labour in 1919 (The Minimum Age (Industry) Convention, 

1919 (No. 5)), which prohibits children under the age of 14 from working in industrial 

establishments. The issue of children working in factories was at that time an important 

3  Presently only the United States of America and Somalia have not yet ratified the Convention on the 
Rights of the Child (www.ochcr.org/english/countries/ratification /11.htm),  
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social issue in North America and Europe and activists sought an international 

convention against the practice. IIowever the convention only provided a minimum age 

for the industrial employment of children (Boyden et al. 1998:188). Subsequent 

conventions applied the minimum age to a number of other economic activities4. In 

1973 the ILO passed the Minimum Age Convention, 1973 (No. 138), which 

consolidated all the previous minimum age conventions, and expanded the earlier sector 

based coverage to include all forms of employment or work (Boyden et al. 1998:188). 

The only forms of work, which are exempted was work in education institutions and on 

small family farms, which produce for local consumption. 

C138 specifies 15 years as the general minimum age, with 13 years of age for light 

work and 18 year of age for hazardous work. The minimum age should however not be 

less than the age for completing compulsory schooling and in no event less than age 15. 

Furthermore, the minimum age should be progressively raised to a level consistent with 

the fullest physical and mental development of young persons (ILO 1996a:24). The 

C138 has some flexibility to allow for progressive implementation. This means that a 

country whose economy and education facilities are insufficient can initially set a 

minimum age of 14 years and a minimum age for light work to 12 instead of 13. The 

exception is hazardous work, where a lower minimum age than 18 years of age cannot 

be set (ILO 1996a:26). 

C138 does not, however, define intolerable forms of child labour or hazardous work, 

but instead defines the latter as "work, which by its nature or circumstances in which it 

is carried out is likely to jeopardize the health safety or morals of young persons ". 

(Article 3.1; C138 Minimum Age Convention, 1973). Recommendation 146, (a non-

binding set of implementing suggestions that was issued jointly with C138) does not 

define hazardous work either, but makes references to "relevant international labour 

standards such as those concerning dangerous substances, agents or processes, the 

Min imum Age (Industry) Convention, 1919 (No.5); Minimum Age (Sea) Convention, 1920 (No.7); 
Minimum Age (Agriculture) Convention, 1921 (No.10); Minimum Age (Trimmers and Stokers) 
Convention, 1921 (No.15); Minimum Age (Non-Industrial Employment) Convention, 1932 (No.33); 
Minimum Age (Sea) Convention (Revised) 1936 (No.58); Minimum Age (Industry) Convention 
(Revised), 1937 (No.59); Minimum Age (Non-Industrial Employment) Convention Revised, 1937 
(No.60); Minimum Age (Fishermen) Convention, 1959 (No. 112); Minimum Age (Underground Work) 
Convention, 1965 (No. 123). 
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lifting of heavy weights and underground work" (Article 3; R146). One of the 

arguments for not seeking to define hazardous work directly in the text of the 

convention is that types of work change, which would outdate a Convention in a 

foreseeable future. 

In 1999 the ILO adopted C182 Worst Forms of Child Labour Convention, 1999. The 

Convention defines the worst forms of child labour and also calls on States to 

immediately take steps to eradicate them. C182 identifies the worst forms of child 

labour as: 

(a) all forms of slavery or practices similar to slavery, such as the sale and trafficking 

of children, debt bondage and serfdom and forced or compulsory labour, including 

forced or compulsory recruitment of children for use in armed conflict; 

(b) the use, procuring or offering of a child for prostitution, for the production of 

pornography or for pornographic performances; 

(c) the use, procuring or offering of a child for illicit activities, in particular for the 

production and trafficking of drugs as defined in the relevant international treaties; 

(d) work, which, by its nature or the circumstances in which it is carried out, is likely to 

harm the health, safety or morals of children. (Article 3, C182, Worst Forms of Child 

Labour Convention, 1999). 

In addition Recommendation 190, which supports C182, identifies a number of 

occupations or working conditions, which are considered hazardous. These include 

work which exposes children to physical, psychological or sexual abuse; work 

underground, under water, at dangerous heights or in confined spaces; work with 

dangerous machinery, equipment and tools, or which involves the manual handling or 

transport of heavy loads; work in an unhealthy environment which may, for example, 

expose children to hazardous substances, agents or processes, or to temperatures, noise 

levels, or vibrations damaging to their health; (R190). The C182 calls for the immediate 

action by the ratifying governments to address these worst forms of child labour. 
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C182 has become one of fastest ratified convention in ILO's history with more than 100 

ratifications in less than two years after being adopted. Furthermore, 115 of ILO's 174 

member states have ratified C138, with a total of 66 ratifications having taken place in 

the past five years, especially by developing countries. The large number of ratification 

of both conventions reflects the increased focus on child labour and international 

standards. 

The standards outlined in both C 13 8 and C182 are all based on the age of the child. 

However, as pointed out by Rodgers and Standing (1981) in societies other than the 

Western there may be different factors which determine the status of a young person as 

an adult, such as marriage. Regardless, the high ratification rate of C138 by a wide 

spectrum of countries indicates a general acceptance of the concept of defining a 

person's eligibility to work based on his or her age. Furthermore, the almost universal 

ratification of the CRC also signals a common understanding of the definition of the 

term "child" based on age. 

Both C138 and C182 have become widely accepted as setting standards for both the 

minimum age at which children should be allowed to work and identifying occupations 

which are intolerable, and need to be addressed immediately by governments. However, 

a shortcoming in the ILO's minimum age conventions arises from the structure of the 

organisation itself. The ILO's members are Governments, Employers' and Workers' 

organisations, and it is within this framework that conventions are discussed and 

adopted. The focus therefore is on employment and labour (defined as economic 

activity) whereas domestic work, unless it is paid employment, is not included. The 

absence of reproductive work from both international standards and national law means 

that it is often excluded from surveys, leaving the extent of the practice largely 

unknowns. The result is a clear gender bias. As boys are more likely than girls to engage 

in paid employment or assist in the family's income generating activities, they are 

considered child labourers. Girls, however, are more likely to engage in reproductive 

activities such as looking after siblings, cooking and cleaning and are therefore not 

considered working children regardless of the number of hours they put in. Only to the 

5  The ILO has started to include domestic work in its SIMPOC surveys, on the recommendation made by 
the 16th  International Conference of Labour Statisticians in 1998 (Grimsrud 2001:7). 
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extent that girls also engage in economic activities are they considered child labourers 

(Boyden et al. 1998:21; Nieuwenhuys 1994). The ILO describes child labour as a denial 

of the right to education and of the opportunity to reach full physical and psychological 

development, but still fails to include all aspects of children's work in the relevant 

conventions (ILO 1996a:8). 

In addition to actual child labour, which is considered an exploitative or hazardous 

involvement of children in economic activity, there is also the concept of child work. 

The definition of child work is more fluid and is generally considered the work that the 

child does to help out a few hours after school, be it in the home, on the land or in the 

family business. The ILO itself differentiates between the different types of (economic) 

work depending on age group, and does not unilaterally define any person under 15 

involved in economic work as a child labourer6  (ILO 2002a:32). (See Chapter 2.2.) The 

line between child work and child labour is not very clear and different researchers have 

different views. Lavalette (1994:8) argues that a task can only be classified as "child 

work" as opposed to child labour when the task will not affect the child's leisure, play 

or educational activities. Fyfe (1989:19) defines the difference between the two as 

"child work becomes child labour when it threatens the health and development of 

children". In Lavalette's conception, very little would qualify as child work, since 

almost any activity would affect the child's leisure, play or educational activities. 

However, Fyfe's definition on the other hand would allow very long hours depending 

on how one would define "a threat to health and development". Lavalette (2000:215) 

argues that it is not feasible to distinguish between the two types of labour as 

"acceptable" and "unacceptable" which makes the strong distinction between "work" 

and "labour" illegitimate. An alternative distinction it that child work could be non-

economic activity, though this would legitimise the work performed in home mainly by 

girls, as discussed above. 

Child work has a very low priority with the ILO, which instead focuses on the more 

pressing sides of child labour. A senior ILO official is quoted in Fyfe (1989:71) as 

saying "Children assist their families ... at the home from early years on, they also 

6  The ILO definition follows C138 Minimum Age Convention 1973, which allows 13 — 14 year olds to 
engage in light work. 

13 



assist in farms, shops etc. But this is not what we call child labour. Rather we have in 

mind work in employment situations where children earn a livelihood for themselves or 

their families". Delegates (at the first UN Seminar on Child Labour) from developing 

countries stressed that this type of child work (non-paid) expressed family solidarity and 

therefore was not subject to exploitative relationships. Exploitation occurs they contend 

when third parties are involved (Fyfe 1989:16). The latter statement assumes altruism of 

parents and that working at home or within the context of the family by definition is 

working in a safe environment, a topic that will be discussed in Chapter 3.5. Child work 

may instead be seen as low levels of child labour in non-hazardous occupations within 

the family setting, which are compatible with attending school full time. There is not 

any internationally agreed upon definition of child work, and apparently there is very 

little interest in one. 

2.2 The Prevalence of Child Labour 

Estimating the global number of working children is notoriously difficult. However, 

with the increased focus on child labour since the adoption of the UN convention on the 

Rights of the Child in 1989 the International Labour Organisation (ILO) has attempted 

to provide comprehensive estimates of what is now widely perceived as a global 

problem. The ILO is also the only UN agency which has attempted to do so and its 

estimates are widely quoted throughout the literature on child labour. 

In 1979 the ILO estimated that there were 52 million working children (Fyfe 1989:11). 

The ILO reviewed its estimate in 1995, based on statistical information from 100 

countries, and upgraded it to 73 million working children between 10 — 14 years of age. 

The organisation, however, considered this figure too low and conducted a number of 

experimental surveys in a few countries which was used to calculate a global estimate of 

120 million children between 5 — 14 years of age who are working full time and up to 

250 million working children (5 — 14 years of age) if part time child work is included 

(ILO 1996a:7). The estimate of 250 million working children was in 2002 adjusted 

downwards to 211 million working children 5 to 14 years of age. If including the 

economically active children in the 15 to 17 age group the number increases to 352 

7  However, ILO's estimates only include children involved in economic activity (ILO 2002a:15). 
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million, of which up to an estimated 48.5 per cent work in dangerous environments 

(ILO 2002a:15). One of the reasons for the lower estimate in 1995 was the absence of 

working children below the age of ten. Subsequent surveys revealed significant 

numbers of working children in the age group five to nine years of age. The latest global 

estimates indicate that about 12.2 per cent of children in this age group are involved in 

an economic activity (ILO 2002a:16). While the ILO is using the economic activity 

definition to decide whether a child is a working child or not, the organisation also 

differentiates between age groups and number of working hours in deciding whether it 

qualifies as child labour. For the 5 — 11 age group all children involved in economic 

activity are considered working children by the ILO, whereas for the 12 — 14 age group 

it is children involved in economic activity excluding light work8. The 15 — 17 age 

group are considered child labourers if they are economically active and involved in 

hazardous work and other worst forms of child labour9  (ILO 2002a:32). 

It is clearly difficult to provide an accurate estimate of the actual number of working 

children, and the uncertainty associated with any attempt to do so is high, as also stated 

by Boyden et al. (1998:23). The reasons for the difficulties in providing accurate 

estimates are to be found in the nature of child labour. Most countries have laws 

prohibiting child labour and national census often disregard the issue when collecting 

data, or only include children working for wages and exclude children working on the 

family farm or business. Furthermore, different minimum ages in different countries 

make comparisons and total estimates difficult'°  

Estimation does not become any easier at the national level. India, widely believed to 

have the largest number of working children in the world, has an official estimate of 

10.4 - 17.36 million working children and unofficial estimates ranging from 54 to 114 

million working children (Fyfe 1989:11; 2005:22; Boyden and Myers 1995:4). The 

importance of classification is also evident from 1991 census of India, as discussed by 

s Light work includes non-harmful work for less than 14 hours a week. See also ILO (2002a:31 — 32). 
9  See also Grimsrud (2001) for further discussion on the problems in estimating child labour. 
1°  For most countries the minimum age for work is between 14 — 16 years of age, though in some 
countries the minimum age is 12 years. For countries which allow light work at a younger age the 
minimum age is generally between 12 — 15 though in one case it is only eight years of age (Lebanon) 
(ILO 1996a table three and four). 
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Galli (2001) and Chaudi (1997a). The census finds there are 11.28 million children who 

are neither at work nor in school, which translates into 5.2 per cent of boys being 

economically active (full time) against 3.4 per cent of the girls (Rustagi 2002:466). 

However, the survey also reveals that another 37.7 per cent of boys and 50.7 per cent of 

girls were neither employed nor in school, but instead participated in household 

activities not classified as gainfully employed (Galli 2001:10; Chaudi 1997a:494). 

An alternative approach to estimating number of working children is to look at 

enrolment figures and defining all non-enrolled children as working children. This 

however does not necessarily present an accurate picture either due to part time child 

labour, which would register them as pupils rather than child workers. Another 

shortcoming would be attendance rates, which would have to be taken into 

consideration. A child may be enrolled but only show up for school when work allowed 

(Bequele and Boyden 1988; Bhalotra and Tzannatos 2003:7). 

While the total number of child labourers may be uncertain, the estimates do provide an 

idea about the prevalence of child labour in different regions. The largest percentage of 

child workers is found in Asia, with an estimated 60 per cent of all child workers (5 -

14 years of age), 23 per cent in Africa, eight per cent in Latin America and six per cent 

in northern African and the Middle East11. Africa, however, has the highest proportion 

work ratio with an estimated 29 per cent of children between 5 — 14 years of age 

working, compared to 19 per cent in Asia and 16 per cent in Latin America (ILO 

2002a:17-18). 

While child labour today is perceived as a developing country problem, large numbers 

of children continue to work in Western Europe and North America (Fyfe 1989; ILO 

2002a:17). While most of the child labour takes place after school or during vacations, 

some children are engaged in hazardous work, including prostitution. Dorman (2001) 

quotes a number of sources suggesting the widespread occurrence of child prostitution 

in Northern America. Furthermore, in 1990 the US Department of Labor found more 

than 27,000 children employed illegally during a national enforcement sweep (NRC 

i  Developed countries and transitional countries account for 1.2 per cent, and 1.1 per cent of working 
children respectively (ILO 2002a:17). 
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1998:181; Dorman 2001:50). Dorman (2001:50) also finds evidence of significant 

employment of children in Western Europe. While there are no accumulated estimates 

for Europe, a survey in Athens identified 2,930 child prostitutes of whom more than 200 

were less than 12 years of age. This implies that the worst forms of child labour are far 

from only being a developing country problem. This is also supported by the ILO's 

2002 estimate that there are 2.4 million working children under 15 years of age in 

developed countries, though the estimate does not specify how many of them are 

involved in hazardous and other of the worst forms of child labour (ILO 2002a; 

UNICEF 1997:18-19). 

Within developing countries the vast majority of working children are found in the rural 

areas, with estimates suggesting that up to 70 — 80 per cent of working children are rural 

children. For the Philippines an estimated 75 per cent of working children are in the 

rural areas (IPEC 1995), while for India one estimate postulates that 93 per cent of all 

child labour takes place in the rural areas (Fyfe 1989:11). One characteristic of children 

working in the rural areas is that they, especially the girls, tend to start work at an earlier 

age (some as young as five years of age) than their urban counterparts. Regardless of the 

distribution between rural and urban sectors, child labour is a widespread phenomenon 

for children. An ILO survey in 1992 of four countries12  found that 25 per cent of all 

children between 5 — 14 years of age had been engaged in an economic activity and 

around 33 per cent of the children did not attend school (ILO 1996a:7-8). Age is also 

clearly a factor in children's involvement in work, with significantly increased working 

hours for the older children. Grootaert (1998:63) finds that in Côte d'Ivoire the average 

age of the full time working child is 12.7 years of age. 

Child labour is largely found in the informal economy, though the type of work may 

vary from country to country. The main exception to this is plantation work in some 

regions, which is in the formal economy, but where children are also found to be 

working (Grootaert and Kanbur 1995b:18). In rural areas it is especially work on own 

family's land, piecework, and domestic work which occupies children. In the urban 

areas small enterprises employ large numbers of working children, primarily in labour 

12  Ghana, India, Indonesia and Senegal. 
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intensive and low-capital enterprises where employers seek to cut costs by employing 

poorly paid children (AusAid 1997:129). The small enterprise sector is also a sector 

where labour inspection is often non-existent. The absence of child labour in the formal 

sector could however also result from the higher capital intensity of that sector rather 

than enforcement of labour regulations. Bequele and Boyden (1988:11) find that the 

development of capital-intensive production has the effect of displacing child labour 

and this may occur entirely independently of any legislative intervention. With 

increased investments, the lower cost of child employees is not a significant component 

due to their lower productivity and instead qualified adults are hired. 

Other typical child labour occupations include street vending, scavenging and domestic 

services. The latter is often neglected but occupies significant numbers of young 

children, mainly girls, which by the very nature of the job makes the girls very 

vulnerable to abuse and sexual exploitation by their employers (ILO 1996a; Boyden et 

al. 1998). A type of child labour absent from statistics is, as discussed, domestic work in 

own home, ignoring the often very long hours especially by girls into reproductive 

activities such as cooking and looking after siblings. 

A group of working children who have received a lot of attention in recent years are the 

ones working in the export sectors. The image of children working in sweatshops to 

produce cheap goods for the western world has provoked strong reactions in developed 

countries. The US has responded with, among other things, the introduction of a draft 

law "the Child Labour Deterrence Act" in 1992, also known as the Harkin Bill. The Bill 

outlaws the import of commodities produced by children under the age of 1513  (Boyden 

et al. 1998:293, UNICEF 1997:23). However, despite the attention given to this form of 

child labour it only encompasses a relatively small percentage of all working children 

(Fallon and Tzannatos 1998:2). Boyden et al. (1998:25) mentions a figure of less than 

five per cent of all child labour as being engaged in export manufacturing or mining and 

only one to two per cent in export oriented agriculture. The measures outlined in the 

Harkin Bill may however have effects detrimental to the children's best interests, as 

discussed in Chapter 3.6. 

13  At the time of writing (2006) the Child Labour Deterrence Act had not yet been passed (Library of 
Congress: http://thomas.loc.gov/cgi-bin/bdquery/z-?dlob:s.01551).  
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Some of the above mentioned forms of child labour or activities would fall into the 

classification of hazardous child labour. Children are more vulnerable than adults in the 

workplace, handling tools and machinery designed for adults and their bodies are less 

resistant to exposures of chemicals and other toxins than adults. Other children are 

engaged in types of child labour which in any degree is considered intolerable. These 

include children in armed conflict, prostitution and trafficking of children, bonded 

labour, and street children. Both governments and rebel groups have routinely forced 

children into armed conflict. In the war between Iran and Iraq in 1980 — 88 an estimated 

50,000 Iranian children were killed in the first two years of the conflict and children as 

young as 12 years old were allowed to enlist without their parents' consent (Fyfe 

1989:85). Warring factions in a number of African countries, including Sierra Leone, 

Uganda and Sudan, have also enrolled child soldiers. These children are often forced to 

enrol and suffer serious psychological traumas from their involvement in combat. Child 

prostitution and trafficking of children has in recent years become an issue of increasing 

global concern with a number of international networks trafficking children from 

developing countries to the West and the Middle East in particular. One estimate puts 

one million Asian children as a realistic number of victims of the sex trade (ILO 

1996a:16). Bonded labour is also prevalent especially in Africa and Asia with debt 

bondage being the most common form (ILO 1996a:15; Nasir 2004:20; PILER 2004:22). 

Street children, being outside the protection and care of the family, have to work to 

support themselves, including in some cases resorting to prostitution, and are at a very 

high risk of exploitation, in some cases by the authorities (Fyfe 1989:112). 

2.3 Definitions Adopted in this Thesis 

As mentioned previously, the ILO definition of child labour based on involvement in 

economic activity subject to type and age, while widely used, has some serious 

shortcomings. The main critique of the ILO definition concerns its exclusion of 

domestic or non-economic work in own home, which introduces a clear gender bias. 

Girls engaged full time in reproductive work, and functioning as substitutes for their 

mother's labour would not be considered as child labourers. The importance of non-

productive work has increasingly been recognised and its exclusion from the definition 
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of child labour can lead to a significant understating of the work of children, particularly 

girls (Ilahi 2001:4, Boyden et al 1998:20-21; Nicuwenhuys 1994:204). 

For the purpose of this thesis child labour is defined as any activity, in which a child 

under 18 years of age engages, besides education and related work, play or leisure. This 

wide definition does not distinguish between child work and child labour, but ensures 

that non-economic or reproductive work of girls in particular is not neglected in the 

analysis or discussions. This broad definition is similar to recommendations by the 

RWG — CL (2000:21) that all non-economic activities such as housekeeping chores by 

children are also included in child labour research. However, one of the characteristics 

of this definition is that it puts the two types of work (economic and non-economic) on 

par. One hour of economic work may not be the same as one hour of non-economic 

work. That being said, there are also large differences between the different types of 

economic work. One hour of working alone in the market at night is not the same as 

looking after the household shop for an hour in the afternoon. 

Another issue concerning the definition adopted for this thesis, is that unlike the ILO 

definition, it does not distinguish between age groups, but includes all children between 

5 — 17 years of age14. While this approach will include more children than the ILO 

definition, inclusion of the age group 15 — 17 in child labour research is recommended 

by the RWG — CL (2000:21), following the adoption of C182 which extends the age 

limit up to 18 years of age. This age group's inclusion is a common practice in child 

labour research (see for example the 2001 Survey on Children in the Philippines (IPEC 

2003), Grootaert (1998) or Bhalotra (1999)). 

While the definition used in this thesis includes both economic and non-economic work, 

there will be a distinction made between the two. This allows a thorough analysis of the 

impact of microfinance including the issue of labour substitution between younger 

children and the female head of household. 

14  While the ILO includes children 15 —17 years of age if involved in the worst forms of child labour, this 
thesis is not in a position to competently distinguish between types of work as being the worst forms of 
child labour or not (some types of child labour are already classified in ILO Recommendation 190, 
Article 3). 
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A final issue concerns the definition of adults in the household. The term male head of 

household is used for the father, or adult male guardian, and female head of household 

for the mother, or adult female guardian. When referring to single female headed 

households, it will be specified directly in the text that it concerns single parent 

households. Furthermore, the words `labour' and `work' are used interchangeably 

throughout the text. 
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3. Child Labour — Cause and Consequence 

The reasons that cause children to engage in labour, whether economic or not, are in 

most cases complex and influenced by a range of factors. The previous chapter has 

provided a brief introduction to and overview of the occurrence of child labour on a 

global scale, the definitions adopted by international organisations and the conventions 

which seek to guard children from exploitation and hazardous forms of work. On the 

national level, the causes of child labour are influenced by government policies and 

other external factors which affect the household. For the individual household, factors 

such as the level and stability of income sources, along with accessibility and cost of 

education, as well as the perception of the value of education for boys and girls all have 

significant impact on the individual child's involvement in work. 

There is a consensus that poverty is the leading cause of child labour and that children 

tend to become increasingly involved in work with age (Anker and Melkas 1996:5; 

Boyden et al. 1998:127; ILO 1996a:17). This chapter will analyse the main reasons for 

the occurrence of child labour on a household level and will show that the financial 

contribution by the children to the household is often essential. Any attempt to eliminate 

child labour needs to provide an alternative source of income. Given that education is 

seen as a major alternative to child labour as well as the right of each child (Fyfe 

1999:14; 2005:27; CRC Article 28), this chapter also reviews the main obstacles to 

education, and the feasibility of combining work and education. There are two other 

issues which cannot be ignored in this context. One is the importance of gender and 

household composition. Any economic intervention affecting the household is likely to 

have a different impact on the children depending on a range of household factors. 

Identifying these is important for the analysis in the later chapters. The second issue is 

the occupational safety and health hazards associated with child labour. Different forms 

of labour involve different levels of exposure to hazards and a review of the most 

common issues provides a form of reference for assessing improvements in children's 

working conditions arising from microfinance participation. The conclusions from this 

chapter provide a framework for assessing the potential impact of microfinance on 

alleviating child labour in the later chapters. 
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It is recognised that the causes discussed here are not exhaustive, but focus on the most 

common. Other causes such as conflict, natural disasters, non-enforcement of 

legislation, or weak legal frameworks all can also contribute to children becoming 

involved in work, including in its worst forms (ILO 2006:42; ILO 2002b: 43 — 45; 

Bequele and Myers 1998:102). The literature reviewed here is based on research 

conducted in developing countries, but with a wide geographical spread: Africa, Asia 

and Latin America. 

3.1 Introduction 

Children's involvement in work may be essential for household survival, but it may also 

perpetuate a poverty cycle passed on from generation to generation. Even though some 

researchers find that there may also be positive effect of children engaging work in 

terms of personal development (Blunch and Verner 2000:12; Harper and Marcus 

2003:546; Myers and Boyden 1998:11), others such as Fyfe (1989), argue that social 

exploitation of child labour results in a lifetime disadvantage in the labour market for 

the individual children, reducing their life opportunities and contributes to the poverty 

cycle. The disadvantage suffered by child labourers through losing out on education and 

the importance of the working environment are two key issues in relation to 

effectiveness of microfinance in addressing child labour, as this chapter will show. 

Fallon and Tzannatos (1998) argue that not all child labour is harmful and note that 

many children are working within a stable and nurturing environment in a family setting 

and benefit from the socialisation and informal training this provides. It is generally 

believed that the most exploitative forms of child labour are associated with paid 

employment and other forms of work taking place outside the household away from the 

supervision of the parents (Fallon and Tzannatos 1998:5; Bequele and Myers 1988:2; 

Lavalette 1994:44; Marcus 1998:5; Nieuwenhuys 2000). There is some anecdotal 

evidence that children working for the parents in family run businesses are less likely to 

be exploited and that their working conditions in these businesses are better than in the 

larger businesses (Marcus 1998:5). However, Cabanes (2000:265) argues that working 
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within their own household does not protect the children, but rather that exploitation 

does exist within the household, and it can be just as severe as anything found outsides. 

3.2 	Poverty and Income 

As mentioned above, poverty is considered the overriding cause of child labour. 

Ilowever, under the umbrella of poverty there are numerous different factors that 

contribute to creating an environment in which child labour flourishes. These factors 

include: insecure sources of income, large number of children in the household, and 

households' involvement in labour intensive work, all which can force a household to 

rely on children's labour. The cost of schooling is another factor, with some children 

working to provide their own education costs or spending money, while others work 

because their parents expect and order them to. In most cases children work as a result 

of the low return their parents receive from their work. It is argued by Rodgers and 

Standing (1981) that child labour may actually increase poverty by depressing wage 

rates, reducing employment opportunities for adult labourers and permitting increased 

exploitation (Myers and Boyden 1998:7; Fyfe 1989:74; Rodgers and Standing 1981:18; 

Blunch and Verner 2000:12; Grootaert and Kanbur 1995b:11; Saith and Harriss-White 

(1998) quoted by Lampietti and Stalker (2000:11). 

This section will review the importance of children's financial contribution to the 

household, not just in terms of cash contribution but also through contributing their 

labour to household (non-economic) work and household income generating activities. 

It will also review the demand for child labour both from employers and the household 

and thereby establish both the need for alternative sources of income to replace that 

generated by the child labourers, as well as the effect that interventions such as 

microfinance may have on children's work in a household. 

3.2.1 Income 

The main direct effect of children working is the income they contribute to the 

household, either directly through cash earnings or indirectly through their labour input 

15  Nieuwenhuys (1994:204) also claims that children are, or can be, exploited though working within the 
household. Her arguments are, however, more focussed on the exploitation, which happens as a result of 
the parents' poverty, which forces them to include their children in the work, 
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into household production. Even if the children maintain control over the money they 

make, or a large part of it, there is still a positive impact on the household's finances as 

the parents do not have to provide them with pocket money or cover other smaller forms 

of expenditure. 

While children often receive a significantly lower salary, or generate lower incomes 

than adults, their contribution to the household, especially in the very poorest strata of 

society, is highly significant. There are a number of estimates of children's contribution 

to household income. They range from 10 to 34 per cent of household income, with 

most studies finding that the children contribute around 20 per cent. There are variations 

between regions, with the contribution apparently lowest in Latin America (10 — 20 per 

cent) and highest (34 per cent) in Bangladesh (Anker and Melkas 1996:6; Delap 1999:5; 

Fyfe 1989:159; Usha and Devi 1997; Swaminathan 1998). Mehotra and Biggeri 

(2002:37) find that in some sectors in the Philippines children contribute as much as 20 

per cent of household income when involved in household based work. Earlier 

researchers have, however, noted that they find it difficult to investigate the 

remuneration children receive as it is a highly sensitive subject and as it is often a 

combination of cash and kind (Bequele and Myers 1988:5). While the actual percentage 

which children contribute constitute may differ between studies, the fact remains that 

their contribution is significant in helping households make ends meet, and cannot be 

disregarded in the discussion of children's work (Marcus 1999:8; Delap 2000b:669). 

Thus it is not surprising, that Blunch and Verner (2000:16) find that in Ghana the 

frequency of child labour increases with depth of household poverty. However, while 

the chances of a child working normally decrease with rising household income level, 

household assets have a less clear impact. Household assets, especially in the rural 

areas, may increase the chances of children working, an issue referred to as the wealth 

paradox (Bhalotra and Heady 2003:222). Bhalotra and Heady (2003) find that children 

(daughters) of larger landowners in Ghana and Pakistan are more likely to work (on 

family property) than those of smaller land owners, a finding similar to that of Blunch 

and Verner (2000:13). Similarly, other surveys have found that household ownership of 

land and cattle has negative impact on school attendance, and in a study of south Indian 
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villages Holvoet (2004) finds that land ownership may lower the chances of children 

being enrolled in school. However, when they are enrolled they tend to go to better 

schools (Holvoet 2004; Deb and Rosati 2002:15). These findings contradict those of 

Jensen and Nielsen (1997) who find that ownership of assets in Zambia led to a 

significantly higher probability of school attendance, and Mergos (1992:200) who finds 

that in the Philippines there is a positive effect of farm size on household expenditure on 

education. Others also find that the ownership of household assets significantly 

increases the probability of school attendance (Grootaert and Patrinos 1999:6). On the 

other hand children from households with little or no land are more likely to be involved 

in wage labour than others (Bequele and Boyden 1988:8). The presence of assets that 

can be sold or used as collateral appears to protect the household from the children 

having to engage in labour in the case of crop loss (Beegle et al. 2003:20). This has 

significant implications, as poor households without access to savings facilities often 

purchase items as savings objects. This implies that availability of savings may 

contribute to a lower incidence of child labour in case of crisis. 

Changes in income are likely to have different impact on the children, depending on 

their age, gender and in some cases birth order. Ilahi (2001) found that in Peru increase 

in household wealth had a significant impact on girls' school attainment, but no effect 

on boys'. This may be a result of the families prioritising boys' education (Ilahi 

2001:20). Bhalotra (1999:9) also finds that in Pakistan higher household income results 

in higher school attendance levels and lower levels of child work, a finding similar to 

that of Lopez-Acevedo (2002:13) who finds that wage increases have a small but 

positive impact on school attendance in Ecuador. However, there are also diverse 

findings about the link between poverty and child labour and the effect of a rise in 

income. Bhalotra and Tzannatos (2003:29 — 30), reviewing a number of studies find that 

even significant increases in income do not lower the number of hours children work 

enough to allow them to attend school. On the other hand, Rosati and Rossi (2003:294) 

find that an increase in income reduces the number of hours that children work, with a 

stronger effect for children who are likely not to be in schoo116  

16  Rosati and Rossi (2003) are using data from Nicaragua and Pakistan. 
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While working children make a significant contribution to household income, their 

work frequently serves another purpose also. Poor households frequently suffer from 

irregular and uncertain incomes, and children's work helps create an additional income 

source. For poor households child labour is rational behaviour as part of a 

diversification strategy of their portfolio of income sources thereby lowering the impact 

of an income shock resulting from a failed harvest or the main income earners' job loss. 

As a result children with parents whose employment is irregular or uncertain are more 

likely to work than those whose parents have regular employment (Bequele and Myers 

1988:8; Grootaert and Kanbur 1995b:12, 14; Anker and Melkas 1996; Grootaert and 

Patrinos 1999:6; Delap 1999:669). However, children do not stop working during 

periods when their income is not essential to household survival (Grootaert and Kanbur 

1995b:15). 

Children's role as a part of a financial safety net for the household also means that they 

are likely to be affected by any external financial shock which affects the household. 

Clear links are found between income shocks and increases in incidence of child labour 

(Beegle et al 2003:15). Grootaert (1998) similarly finds that a financial crisis lead to an 

increased labour force participation rate by children and adolescents in Côte d'Ivoire, 

especially among the poorer groups of society. Also, crop loss in rural areas results in 

an increase in child labour. Furthermore, it is found that any drop in labour force 

participation of adults in very poor households is compensated by an increase in the 

participation of younger household members (Grootaert 1998:11; Beegle et al 2003:20). 

Children's role as buffers in the case of (adult) job loss, failed harvest and other external 

shocks is especially important for households in the marginal strata of society as they 

have few resources and often limited access to credit to help them overcome a crisis. 

Children may be required or expected to work in order to attend school, as it enables 

them to cover (partly) their own educational expenses. It is suggested by Myers and 

Boyden (1998) that especially girls have to depend on outside work if they want to 

pursue an education (Myers and Boyden 1998:11; Marcus 1998:4). The combination of 

children's work and education is discussed further in Chapter 3.3.2 below. 
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3.2.2 Demand for Child Labour 

The demand for children's labour generally derives from one of two sources. One is 

from within the household, in the form of household (non-economic) work, or work on 

household farm or enterprise or other income generating activity. (See Chapter 3.2.3.) 

The second source of demand is from employers, typically in the informal economy, 

who hire children as cheap and compliant labour. While the demand for child labour by 

employers is a separate issue, which is not directly affected by microfinance to child 

labour households, it is nevertheless relevant to review the main reasons for employers 

to hire children. The issue of the "nimble fingers" is particularly pertinent in relation to 

the discussion in Chapter 3.3.3 on skill acquisition. 

In some sectors child labourers account for a significant proportion of the labour force. 

One study of child labour in Varanasi, India found a heavy dependence of child labour 

in most industries with approximately 50 per cent (and in some sectors up to 75 per 

cent) of the work force constituting children (Juyal et al. 1985:55). Frequently children 

are hired because they can be paid at much lower rates than adults. Since micro and 

small enterprises (MSEs) operate with low profit margins this makes child labour 

attractive to employers seeking to minimise costs. This is illustrated in a small survey of 

Indian employers of children, almost 60 per cent of whom hire children to reduce labour 

costs (Fyfe 1989:25; Marcus 1998:5 — 6; Rao and Rao 1998:18). In addition to the 

cheap labour, children's docile nature is also an attractive reason for employing them 

(Rao and Rao 1998:18 — 19). However, some employers argue that the employment of 

children is a service to the children's families, and that especially in an economy of 

severely restricted formal employment, providing children with job opportunities is a 

social service in itself". That view may be reinforced by examples of employers 

receiving requests from adult workers to hire their children and of former child workers 

remaining in the industry as adults (Boyden and Myers 1995:34; Rao and Rao 1998:18; 

Marcus 1998:6). However, as pointed out by Nieuwenhuys (1994), while children's 

earnings are an essential contribution to household income, their employment also 

17 There are also employers who find child labour to be undesirable due to the health implications and 
the deprivation of joy and happiness (childhood), and the aggravation of household poverty in the long 
term. They, however, constitute a minority (a third) of the employers surveyed by Rao and Rao (1998). 
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guarantees the profitability of (often outdated and labour intensive) equipment to the 

employer as well (Nieuwenhuys 1994:200). 

A much quoted reason for using child labour in an industry is the "nimble fingers" 

argument. This refers in particular to children's work in the carpet industry where it is 

believed that their small fingers are essential for producing high quality carpets. There is 

a range of activities from picking weed or cotton to working in coal mines where this 

argument is being used to justify child labour, stating that these types of work can only 

be carried out by children (Fyfe 1989:124). However, while the "nimble finger" 

argument has been proven not to be true in general (see below), primitive technologies 

can create situations in which adults cannot substitute for children — such as the use of 

boys as miners in tunnels that are too narrow for adults to crawl through or the use of 

children as chimney sweeps. The jobs where children are considered irreplaceable are 

either dangerous and adults are aware of the risk and therefore refuse them, or they are 

labour intensive (Grootaert 1999a:8; Saleem 2004:15; Boyden et al. 1998:133). 

The nimble finger argument has been disproved in a 1993 study of the Indian carpet 

industry by Levison et al. (1996). The study found that children do not have skills or 

abilities which adults cannot replace. Instead, the reason for hiring child workers is 

economic. While Gulrajani (2000a:63) finds that the competitiveness of the Indian 

carpet industry relies on low production costs so that the elimination of child labour in 

the industry may threaten its survival, the ILO estimates that the replacement of child 

labourers with adults would only increase the consumer price of the carpet for the 

consumer by two to four per cent (Levison et al. 1996). While in 1985 the president of 

the All Indian Carpet Manufactures Association claimed that child labourers with their 

soft and nimble fingers were very important for the hand-knotted carpet industry, the 

view has now changed and the major producers no longer claim that an end to child 

labour would mean an end to the Indian carpet industry (Gulrajani 2000a:60). 

Furthermore, the ILO found that high quality carpets are all produced by adults, 

whereas children are generally only working on lower quality carpets and make more 

frequent mistakes (Levison et al. 1996). In addition the cost advantage for export 
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industries of employing children is in general less than five per cent (Anker and Melkas 

1996:7). 

While the "nimble finger" argument has been disproved, it is still a major argument for 

employers in hiring children. Rao and Rao (1998) find in their survey of Indian 

employers that 64 per cent hire children due to their "suitability" for the jobs (Rao and 

Rao 1998:18). Similar conclusions are drawn by Anker (2000:29) who also finds that 

the cost advantage of hiring children is limited but it is rather children's docility and 

other attributes which make child labour attractive to employers. Children's 

susceptibility to exploitation may also be a greater reason for the demand for their 

labour than just their cheap labour. van Hear (1982:508) finds in Ghana that agricultural 

employers with dubious reputations always hire young boys who can be paid low wages 

and easily cheated. Furthermore, Rao and Rao (1998:21) find that, in addition to their 

docile nature, children are also employed to function as leverage against demands by 

adult employees. 

Children are also in high demand as domestic workers for non-family households. In 

some instances the children are hired as domestic workers by a distant (wealthier) 

relative, typically living in a city, under the pretext of being taken care of and provided 

with food, shelter and, in some cases, schooling. Children are typically hired because 

they cost less than adults, are docile and work long hours. In some cases they are not 

paid for their work at all (UNICEF 1999c:5; Pflug and Passanha 1999:239). The general 

level of institutional capacity and availability of child care is also significant, with lower 

levels of domestic child labour in Sri Lankan and Philippine villages that have day-care 

centres than villages without (Grootaert and Kanbur 1995b:12). 

It seems clear that the main incentive for employers to hire children are the cost 

advantage, and the relatively docile nature of children, who are less likely than adults to 

refuse to carry out tasks that are hazardous or tedious. 
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3.2.3 Household Work and Labour Substitution 

The vast majority of children who work do so in the household of their parents or 

relatives. A survey of three Asian countries found that between 70 — 91 per cent of 

working children work within the household setting, including MSEs or household 

farms18. The demand for children's labour differs between households with or without a 

MSE or farm. The involvement of children also depends on their age and their ability to 

substitute or complement the labour of the adults in the household (Edmonds 2003:38; 

Lopez-Acevedo 2002:13). 

Children's involvement in household MSE or farm is frequently a result of these being 

labour intensive with marginal returns. As observed by Mendelievich (1979): "The rural 

child is invariably a working child and work is a fundamental part of his or her 

existence" (Mendelievich 1979:128 quoted in Fyfe 1989:16; Sakellariou and Lall 

1999:136 — 137; Boyden et al. 1998:130, 134). Children in urban areas are also 

frequently involved in work, though Grootaert (1998:13) found that in Côte d'Ivoire the 

labour force participation rate of urban children is lower than in the rural areas, but that 

urban child labourers on the other hand work longer hours. 

Household involvement in self-employment or the informal economy affects the 

children's involvement in work. Children of such households are much more likely to 

engage in work than other children (see Chapter 3.2.1), and their labour often 

constitutes a significant contribution to the earnings of the MSE (Blunch and Verner 

2000:12; Marcus 1998:6; Mehotra and Biggeri 2002:37). Furthermore, starting a new 

activity, such as a MSE, may increase households' demand for children's labour, either 

for household work or for working in the MSE and in some cases cause them to put in 

long hours19  (Grootaert 1998:48; Marcus 1998:10; Khandker 1998a:46). The impact on 

household labour of starting a MSE is also discussed in Chapter 5.4.2. The presence of a 

household MSE also facilitates the early entrance of young children into work. 

16 The proportion of working children working within their own household: Nepal 91.0 per cent, Pakistan 
70.2 per cent and Vietnam 83.0 per cent (Edmonds 2003:38). 
19  Though not always. One study found that in rural areas, starting a MSE does not have much influence 
of children's work. This may be because they already are occupied with farm work (Grootaert 1998:56). 
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The demand for children's labour in household (non-economic work) is slightly 

different from the economic work. Here the children's involvement also depends on 

gender and age, and girls tend to perform more household duties than boys; however, 

whereas girls' involvement increases with age, boys' contribution to the non-economic 

work decreases. If boys are involved in income generating work, their domestic 

responsibilities decrease even further (Delap 1999:5; Blunch and Verner 2000:12). Girls 

frequently perform their household chores unsupervised and according to Delap 

(2000:727) often do not need to be told what to do. Grootaert (1998:24) further finds 

that increased economic activity by children in Côte d'Ivoire does not lead to a decrease 

in their domestic responsibilities. Rather the result is decreased time available for other 

non-work activities. The household demand for children's labour also depends on 

access to facilities such as water and electricity. The access to these two services in 

urban areas lowers the incidence of child labour in the household (Ilahi 2001:23). This 

observation could, however, also arise from the fact that in urban areas it is often 

extremely poor households that live in locations without those services. 

When looking at the demand for child labour in the household, be it in an MSE, farm or 

household, it is difficult not also to look at labour substitution. Probably the most 

discussed form of labour substitution is the one that takes place between the mother and 

her daughters. Poor women frequently have substantial domestic tasks, in addition to 

possible economic work and child rearing. Girls are relied on to help with the household 

tasks (Delap 1999:8; Nieuwenhuys 1994:23). The consequence of labour substitution is 

that girls in particular are pulled out of school, or have their entry into school delayed, 

in order for them to take over household work responsibilities (Grootaert and Kanbur 

1995b:12; Grootaert and Patrinos 1999:5). 

Substitution may not only affect children. An Indonesian study of the impact of starting 

a household MSE finds that while the women continue to do almost all types of 

household work, the husbands' involvement in household work increases as they take 

over some tasks, including child care, and housecleaning. Girls from the participating 

households also increase their involvement in housework, whereas boys' tasks and the 

amount of time they expend on them remain unchanged (Panjaitan-Drioadisuryo and 
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Cloud 1999:776). Another factor, which may affect household demand for children's 

labour is the presence of sick or elderly people in the household. Ilahi (2001) finds that 

in Peru girls in rural areas have an increased burden of responsibility for sick household 

members (Ilahi 2001:4). In addition to children acting as substitutes for adult labour, 

there are also frequently inferior tasks, which are considered "children's tasks" that 

adults are reluctant to take on (Marcus 1998:9). 

There are indications that children's labour also complements that of the adults and not 

only acts as a substitute. Mergos (1992) finds that in the Philippines child and adult 

labour complements each other in farm production. This also has implications for 

children's involvement during seasonal work when the children's contribution may be 

significant (Mergos 1992:198). Grootaert and Kanbur (1995b:12) also find that children 

frequently work in the same occupations as the parents. Other indications that children's 

labour complements that of adults come from Sakellariou and Lall (1999:150), who find 

in the Philippines that if the adult female of the household is employed the chance of the 

children working increases by one per cent for boys and two per cent for girls. Similar 

findings are made by Grootaert (1998:44), who observes that in Côte d'Ivoire if the 

female head of household works, it increase the chance that girls will also work. In 

contrast, the presence of more working age males appears to reduce the incidence of 

boys' labour (Ravallion and Wodon 1999:15). 

For poor households children's work is significant, not just in the form of a financial or 

labour contribution but also as an important component in the household's financial 

safety net. Furthermore, households rely on children's labour in the MSEs or farms, 

both for diminutive tasks, but also as substitute labour or complementing adult labour. 

This suggests that there may be an adverse impact from microfinance to the extent that 

this involves increased demand for labour in household MSE or farm. Furthermore, 

when children's labour is required to make the household MSE viable, as suggested by, 

among others, Boyden et al. (1998:130) and Nieuwenhuys (1994:204), the intervention, 

be it microfinance or otherwise, has to be able to alter this need in order to affect the 

root cause of the children working. 
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3.3 Education 

Education plays an important role in the discussion of poverty and child labour, and is 

seen as fundamental in improving the quality of life in developing countries, through 

poverty reduction (Heady 1999:5; Verner 2004:36). Furthermore, education is 

traditionally seen as the alternative to (full time) child labour, by keeping the children 

occupied. As argued by Fyfe (1999), whatever promotes school attendance can be 

expected to reduce the severity of child labour. The indirect approach of promoting 

universal primary education may be a more sustainable way to address child labour than 

an approach directly targeting child labour itself (Boyden et al. 1998:251; Fyfe, 

1999:14; 2005:27). 

This section will review the main obstacles for children to receive an education, and 

will assess the issues of combining work with school. It will furthermore review the 

acquiring of skills by child labourers through their work. This will contribute to 

identifying the types of obstacles preventing children from receiving an education, 

which microfinance may be able to address, as well as assess the extent to which 

children are able to work and still receive an education. 

A number of factors influence the decision making of a household about whether a child 

will work or receive an education, or both. Some of these factors include the status of 

children, especially girls, and the perceived value of their education and their labour, 

while other factors are related to poverty. Generally girls have lower enrolment rates 

than boys, and enrolment is normally lower in rural areas than in urban (Grootaert 

1998:19; Blunch and Verner 2000:6; Nijhawan 1998:21; Moore 2000:540). 

Other factors also affect school enrolment and participation. The seasonality of labour 

demand in rural areas often prevents children from attending school during peak seasons 

(Fyfe 1989:16). The cost associated with education and the perceived relevance of the 

curricula also affect enrolment and attendance rates. Curricula are often urban biased 

and western oriented, and poor households may have difficulties seeing the advantage 

of school enrolment over work, whereas a flexible education system, with a curriculum 
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directed towards children from low income households would facilitate the enrolment of 

these children (Fyfe 1989:16; Grootaert and Patrinos 1999:9; Moore 2000:540). 

The vulnerability of the household also means that external shocks are likely to result in 

the household reducing resources spent on education. Reyes (2002) finds that between 

5.9 per cent and 9.3 per cent of small agricultural households in the Philippines took 

children out of school in response to the impact of the Asian crisis. The reaction by the 

household to external shocks may also depend on the gender of the school age children. 

Cameron and Worswick (2001:361) find that in Indonesia rural households which 

experience crop loss are likely to cut back on education expenses for girls (Reyes 

2002:49). Taking children out of school in the case of crisis may also have a double 

impact on the household: saving the cost of education, while at the same time making 

the child available to generate an income. 

However, it is generally found that demand for education is high, even among families 

whose children drop out or only attend irregularly. It is often seen as the main hope for 

economic and social advancement by the poor, providing the means to obtain a (better) 

job and in some cases to many well and enter "good society"20  (Myers and Boyden 

1998:14; Fyfe 2005:25; Delap 1999:10; Harper and Marcus 2003:545). 

3.3.1 Education: Availability and Quality 

While much literature focuses on the manner in which work prevents children from 

attending school, the issue of availability of education and its returns are often as 

important. As pointed out by Galli (2001:4), schools need to be available and accessible 

in order to bring about a reduction in child labour. 

Not surprisingly, the availability of schools within a reasonable distance is an important 

factor in school enrolment and attendance. The further away the school is from the 

20  There may however also be gender related issues in the perception of the value of education as 
illustrated by Nieuwenhuys (1994:150) who quotes an illiterate mother in India concerning her daughters' 
education: "They (the daughters) become too free when they go to school. It is enough that one of them 
goes wrong for everything to be ruined..... I feel that if we educate them less, we have also less 
problems". 
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household the lower the rate of school attendance (Deb and Rosati 2002:16; Grootaert 

1998:66). This effect is even more pronounced in rural areas, where Grootaert (1998) 

finds that if the school is one to five km away, rather than being in the village, it 

significantly reduces the ability of the child to combine work and school. In addition to 

increasing the time the child spends away from the household, longer distances to 

school also increase the daily transport cost for students (Grootaert 1998:55; Indriyanto 

et al. 1996:24). However, while distance to school affects attendance and enrolment 

rates, it has no impact on whether the child works or not (Deb and Rosati 2002:16). 

In addition to availability, cost is also a significant determinant of the ability of a child 

to obtain an education. This is further exacerbated in households with many school age 

children (see Chapter 3.4). Education expenses are not just the direct cost of tuition fees, 

but also indirect expenses such as uniforms, books and daily transport costs. Angeles-

Bautista and Arriola (1995:7-8) provide an example from the Philippines: the cost of 

educating for four of a household's seven children consumes 21-22 per cent of 

household income. Similarly, Fyfe (2005:36) finds that the average annual cost of 

putting a child through school in Uganda used to take up 20 per cent of annual per 

capita income, which made it impossible for most to put more than one child through 

school. However, the Ugandan Government has increased education funding, which has 

shifted the cost away from the household: enrolment has risen to over 90 per cent, up 

from 46 per cent among the lowest income groups. The importance of cost is also 

highlighted in the case of Bangladesh when girls' tuition was made free: the share of 

girls in school enrolments rose from 34 per cent to 43 per cent; with the introduction of 

a small stipend for girls, to cover indirect costs, their share rose to 48 per cent (World 

Bank (1997) quoted in Alderman and King 1998). Other factors such as school meals 

also have a direct effect on attendance rates. One study finds that the introduction of an 

education food subsidy has a significant negative impact on child labour and a strong 

impact on school attendance (Ravallion and Wodon 1999:14). The costs associated with 

education are in some cases also viewed as a cause of child labour as the children work 

to pay for their own schooling (Boyden et al. 1998:251; Marcus 1998:4). 
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However, the quality of education that is available to the poor is often questionable, 

with children leaving school after five or six years and being functionally illiterate 

(Myers and Boyden 1998:15). Also, among the poor, high unemployment may 

discourage school attendance not only because the children's labour is needed to 

supplement household income, but also due to the perception that the amount of 

schooling the children can obtain will be insufficient to secure a reasonable job. There 

are examples of impoverished households in Africa taking their children out of school 

and putting them to work because under the circumstances it presents the most sensible 

solution for survival and is perceived as offering the best prospects for the future of 

their children (Bonnet 1993:379; Rodgers and Standing 1981:36). Anker and Melkas 

(1996:9) also suggest that families see early entry into the labour market as a means to 

ensure employment as an adult. However, as pointed out by Fyfe (1989:25), work 

experience may be more useful to them than education in pursuing the job they hope to 

obtain, but will only perpetuate labour force divisions along class lines by keeping the 

children in low skilled and low paying jobs as adults. A separate issue regarding the 

quality of schooling is raised by Burra (1988b:135): the combination of work and 

education may negatively affect the child's educational achievement (through 

tiredness), but the parents blame schools for the child's poor performance. 

While children may be taken out of school and start working as a direct response to a 

crisis, the parents often support the re-enrolment of the children in school when the 

crisis has passed. However, once a child is working full-time, re-entering the schooling 

system becomes difficult and rare, as highlighted by the case of the Bangladeshi 

garment workers discussed below (Jacoby and Skoufias (1997) quoted in Bhalotra 

1999:5; Delap 2000:667; Boyden and Myers 1995:33). As a result a significant number 

of children are in the work force because they have dropped out of school and have to 

make productive use of their time (Boyden et al. 1998:252; Nieuwenhuys 1994:53). 

3.3.2 Working and Learning 

Many working children combine schooling and work so the perception that keeping 

children in school will keep them out of work is not entirely correct (Myers and Boyden 

1998:14; Bhalotra and Tzannatos 2003:7; Boyden et al. 1998:250; Bequele and Myers 
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1995:131). However, the relationship between work and education varies significantly. 

In some countries such as Pakistan work and education appears to be mutually 

exclusive, whereas in others such as Ghana, work and schooling appear compatible 

(Myers and Boyden 1998:14). The combination of work and education raises important 

issues. The first is the extent to which working affects the ability of the child to attend 

school, mainly the compatibility of the work schedule with classes. The second issue is 

the effect of working on children's ability to benefit from schooling: the main concern 

is the effect of working hours and other factors on the child's learning ability. 

Furthermore, there is also the issue of the skills the child obtains through work. 

IIeady (1999:7) finds, using data from the Ghana Living Standards Survey (1988/9), 

that work only has a limited effect on children's school attendance with working 

children on average attending school 16.3 hours a week and non-working children 

attending 18 hours a week. However, working children may be more at risk of dropping 

out of school than non-working children. This may be because work prevents them from 

attending school, but may also be a result of the poverty, which causes them to work in 

the first place. Grootaert (1998:42) finds that girls in Côte d'Ivoire are less likely than 

boys to combine school and work and more likely to drop out of school. Furthermore, in 

many countries school calendars are still tied to colonial models and not adapted to suit 

seasonal household labour requirements during planting and harvesting seasons. A more 

flexible approach would allow children to both attend school during slack periods and 

assist their families during peak labour periods (Fyfe 1989:160). 

There are several studies of the possible impact of work on educational achievement. 

The vast majority find that there is a clear negative correlation between working and 

education achievement regardless of gender, and that economic work competes with 

schooling. Heady (1999) finds indications that work has a direct negative impact on 

children's educational achievement in key areas such as mathematics and reading 

(Heady 1999:8; Ray and Lancaster 2004:29; Oloko 1991:21; Bhalotra 1999:9). 

However, Myers and Boyden (1998:15) suggest that children who work a little obtain 

better grades than those who do not work at all. 
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The point made by Myers and Boyden (1998) above raises the question of how many 

hours a child can work without it having a significant negative effect on schooling. This 

is difficult to estimate as it most likely is affected by the age of the child, the type of 

work in which the child is involved, and possibly also the time of day that the work is 

performed. Heady (1999) finds that more than 20 hours a week has a direct negative 

effect on educational achievement, which is also the limit viewed by Mehrotra and 

Biggeri (2002:35) as beyond which work will certainly interfere with school 

achievement. Similarly, Boyden (1994:33) finds more than 15 — 20 hours of work has a 

negative effect on older children's grades. However, Rosati and Rossi (2001:36) find 

that the first hours of work have a larger impact on schooling than successive ones, 

which indicates that even a few hours of work are likely to have an impact on 

educational achievement21. Similar results are found by Ray and Lancaster (2004) in 

their analysis of data from seven countries, which finds that even a few hours of work 

diminish school attendance rates and length of schooling received by the child22. There 

is, however, one exception. Ray and Lancaster (2004:21,29) find that Sri Lankan 

children between 12-14 years of age can work 12-15 hours a week without it affecting 

school attendance, though without being able to explain the reason for this result. They 

note that when the number of work hours rises above 15 there is a decline in educational 

achievement. The main consequence of long working hours is that it leaves children too 

exhausted to study, or pay attention in class (Indriyanto et al. 1996:22; Burra 

1988b:135). The discussion on the impact of work on educational achievement has 

focussed on economic work. Evidence from Bangladesh suggests that household (non-

economic) work only affects the schooling of a small number of children, due to the 

often shorter and more flexible hours than economic work (Delap 1999:10). 

The effect of work on educational achievements may also arise from working children 

being less interested in academic achievements than non-working children and not 

solely a result of exhaustion (Heady 1999:15). Boyden (1994:14) also points out that 

working and contributing to household finances influences attitudes to education, 

21  Rosati and Rossi (2001) measure impact as repeat of school year, whereas Heady (1999) measures it by 
the grades obtained by the children. 
22  Belize, Cambodia, Namibia, Panama, the Philippines, Portugal and Sri Lanka (Ray and Lancaster 

2004). 
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sometimes making it appear less attractive. A separate issue is the impact of working on 

the attitude of the teacher. Working children may arrive late at school because of work 

or be dirty and unwashed, which may affect the teachers' treatment of them and 

possibly also that of their peers, thereby contributing to the child losing interest in 

attending school (Boyden 1994:31). 

3.3.3 Learning on the Job 

While the discussion above has focussed on the negative aspects of work on children's 

educational achievements, there is also much discussion of the potential positive effects 

of working on a child's personal development and skills. As argued by Marcus (1998) 

and others, the focus on the negative aspects of child labour obscures the potential 

positive impact of child labour. Not all forms of child labour are hazardous and children 

may gain skills, increase their social development as well as help finance their own 

education (Marcus 1998:4; Boyden et al. 1998:119). 

There is often a gap between the skills which can be acquired through the formal 

education system and those that are perceived as required in order to earn a living. As a 

result, children (and their parents) in some cases consider working in household-based 

traditional enterprises and on family farms the best way to gain skills not taught in 

school (Rodgers and Standing 198; Myers and Boyden 1998:11). As put by an African 

commentator in Grootaert and Kanbur (1995b), education broadens your mind but does 

not teach you how to survive (Nijhawan 1998:104; Grootaert and Kanbur 1995b:12). 

Some researchers suggest that there may also be potential positive effects from work, in 

terms of children's strengthened psychological and educational growth and leadership 

abilities (Oloko 1991:21; Myers and Boyden 1998:8). It is also suggested that other 

positive effects of a child working may include the development of discipline, 

responsibility, self-confidence and independence (Fassa et al. 2000:55; Moore 

2000:540; Marcus 1998:4). The argument that working contributes to important skills is 

also articulated by Ray and Lancaster (2004:30) who suggest that the importance of 

non-formal education in traditional rural societies cannot be overstated. However, the 

economic work in which children are involved is frequently low skilled work, which 

does raise questions about the level of skills acquisition. Swaminathan (1997) in a study 
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of a range of sectors in an Indian city finds that child labourers do not gain any 

specialised skills23  (Swaminathan 1997:838). Regardless, many parents favour the early 

introduction of their children to work as they perceive this will improve the children's 

employment prospects as adults (Bequele and Boyden 1988:8). This is to some extent 

supported by findings by Boyden and Myers (1995:34), which suggest that former child 

workers often continue in their jobs and remain in the industry as adults. This may, 

however, also be because their lack of education and training makes it difficult for them 

to change employment. 

The contribution of skills and socialisation by work is questioned by Lange (2000), who 

finds that socialisation through work is a smokescreen which conceals the reality of the 

children's working conditions and their economic role. Likewise the term "apprentice" 

may also just be a cover for exploitative behaviour towards the child or young person 

supposed to learn on the job (Marguerat 2000; Lange 2000:268). Fyfe (1989:16) also 

argues that the idea that rural children learn as they work and are therefore experiencing 

a traditional form of socialisation rather than exploitation, ignores the extent to which 

even very traditional rural societies are now integrated into cash economies and are 

subject to agricultural capitalism. The low skills requirements of most jobs the children 

are involved in also means that in most cases a child only needs a few weeks to learn 

the basic skills with little qualitative difference from the skill level of adult workers 

(Ah-Eng 1982:580). Sarangapani (2000:27) also questions the ability of work to 

contribute anything positive in the form of skills and status to complement and enhance 

schooling. In relation to this discussion Burra (1988b:133) interestingly found in her 

study of Indian gem polishers, that those who can afford it send their children to school, 

and that involving children in the work of gem polishing is to avoid them being manual 

labourers. 

There are no clear guidelines as to what constitutes a reasonable alternative to school in 

terms of skills acquired through work. Instead the identification of what is adequate to 

replace schooling remains rather arbitrary and the benefit of the skills gained is often 

difficult to measure. However, one attempt has been made by Swaminathan (1997), 

23  The only exception is children working in diamond cutting (Swaminathan 1997:838). 
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briefly referred to earlier, who uses wages to compare the benefits of starting work at an 

early age. In a study of an Indian city it was found that teenagers who start working 

before age 15 do not benefit relative to teenagers who start working after age 15. They 

do not make higher income, but are instead found to actually make less and on average 

work longer hours than those who start working after 15 years of age. Furthermore, 70 

per cent are engaged in types of employment which offer no or little skills acquisition. 

Instead the younger entrants into the work force lose out on formal education with only 

25 per cent finishing primary education (Swaminathan 1997:838). Furthermore, the 

skills gained should also be viewed relative to the hazards the child is exposed to while 

acquiring them, as discussed in Chapter 3.5. 

A related issue which is overlooked in the discussion so far concerns the child's own 

perception of the value of education. Boyden and Myers (1995:34) find that educational 

expectations are low among children in Dhaka's slums, and they therefore tend not to 

view lack of schooling as a serious disadvantage. However, others find that formal 

education has higher status than the alternative. Sarangapani (2000:14,18) finds that in 

India the children perceive themselves as failures for not having a formal education. 

Furthermore, children may themselves be aware of the value of education and the 

opportunities it offers for escaping poverty. As found by Delap (2000:731) in 

Bangladesh children are ashamed of certain activities and seek to hide their involvement 

in them from their peers. Boyden (1994:14) also points out that children's attitude to 

education may change with age. Where younger children gain status in the household 

through their work, the older children may realise the loss of opportunity that working 

rather than attending school entails, especially in urban areas. 

There are three main issues worth noting in this section. One is that it is clear that the 

costs of education is a major issue facing low income households and may be a 

contributing factor to children working. This is clearly an-area where microfinance has a 

potential to alleviate child labour, through its ability to increase household income (see 

Chapter 5). The second issue is the possibility of children combining work with 

education. In that regard the estimates by Heady (1999), Mehrotra and Biggeri (2002), 

and Boyden (1994) of number of hours which a children can work before it has a 
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negative impact on his or her learning ability are of great interest. This also implies that 

the possible detrimental impact of household MSE involvement on child labour is not 

necessarily incompatible with children receiving an education, as long as the working 

hours do not exceed the estimated limit. Finally, the apparent low acquisition of skills 

through work, and the lack of positive impact on future earning possibilities suggest that 

work may have little to offer in terms of complementing the skills gained in school. 

3.4 Gender and Household Dynamics 

A range of other factors also influences both the child's involvement in work as well as 

the child's enrolment in school. These factors include household size, gender and 

education of household head, and the gender of the child. It is relevant to review these 

factors as they may have a significant influence on the households' ability to benefit 

from microfinance participation, as discussed in later chapters. 

Household size is normally positively correlated with poverty, and is frequently 

considered an important determinant of child labour at the household level (Verner 

2004:35; Grootaert and Patrinos 1999:4). The greater number of children of school age 

in the household the more resources have to be allocated to cover education costs. As 

discussed in 3.1, the cost of education can be significant, and exacerbated by an 

increased number of school age children. Several researchers document the negative 

impact of household size on school enrolment. Lloyd (1994) finds that larger household 

sizes reduce children's educational participation and progress in school and reduce 

parents' investment in schooling (Lloyd (1994) quoted in Grootaert and Kanbur 

1995b:9; Grootaert and Patrinos 1999:4). In Pakistan the presence of younger siblings 

reduces the educational participation of girls but not boys. In general, children with 

more siblings are more likely to repeat a year in school than children with few siblings 

(Grootaert and Patrinos 1999:4; Rosati and Rossi 2001:33). 

In addition to household size, birth order and gender also affects a child's involvement 

in work, both household and economic. Grootaert and Kanbur (1995b:10) find that 

children with more siblings are more likely to work longer hours on average, especially 

when they are older, and when they are girls. The presence of older siblings decreases 
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the likelihood of younger siblings working, especially if of the same sex. Ilahi (2001:22) 

finds that in Peru the older boys in the household are more likely to work than the 

younger ones, a finding similar to that of Basu and Tzannatos (2003:161) who also find 

on the other hand that the first born girl is less likely to attend school than her younger 

siblings. The presence of siblings reduces the probability of attending school and raises 

that of working (Deb and Rosati 2002:15). However, a Philippine study found that the 

effect of household size on children's work differs for wage work and household work 

(Sakellariou and Lall 1999:133). Ilahi (2001:21) suggests that children in bigger 

households tend to do less housework, possibly because more hands can share the work. 

Levison and Moe (1998:352) on the contrary find that in Peru girls with several younger 

siblings do more household work and spend less time in school. While the impact of 

household size on the amount of household work girls have to do may be uncertain, 

there is a consensus that girls are more likely to engage in household work and face a 

much greater work burden than boys even when young (Singh S.L. 1990:18; Grootaert 

1999b:56). Boys on the other hand are more likely to engaged in paid employment than 

girls (Grootaert and Kanbur 1995b:10; Lopez-Acevedo 2002:10). Gender also affects 

household investment in education. Schooling is considered more of a luxury for girls 

than boys. It is expected that girls will marry young and will be dependent economically 

on their husbands, so for many parents there seems little point in investing in education 

for girls (Bhalotra and Tzannatos 2003:32; Bequele and Boyden 1988:7). 

Other household circumstances, such as the absence of a male parent, also affect 

children. Female headed households are frequently poorer and more vulnerable than 

male headed (Verner 2004:35; Barros et al. 1997:251). Children are more likely to work 

in female headed households than in other households, and are less likely to attend 

school. Delap (1999) in her study in Bangladesh also found that children in female 

headed households complete a larger proportion of domestic work than children in male 

headed households. Barros et al. (1997) suggest that in Brazil the time constraint faced 

by single mothers makes them rely more on their children than in two parent households 

(Barros et al. 1997:253; Ravallion and Wodon 1999:15; Buvinic et al. 1997:267). A 

study of child labour in a large Indian city also found that the presence or absence of 

parents is a significant factor in contributing to child labour (Juyal 1985:69). However, 
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Sakellariou and Lall (1999:145) find that in Philippine cities the probability of a child 

working increases when the head of household is male, whereas Ravallion and Wodon 

(1999:15) find that the presence of a higher share of working age males reduces the 

incidence of boys' child labour. 

It is well documented that the education level of the parents, especially the mother, is an 

important positive factor on school enrolment, in particular for girls. Parents' education 

level is further strongly associated with improving child health care, nutrition and 

children's own educational success (Harper and Marcus 2003:545; Grootaert and 

Patrinos 1999:5; Verner 2004:24; Bhalotra and Tzannatos 2003:35; Lopez-Acevedo 

2002:13). Grootaert (1999:49) finds that parents' education is of more importance in 

rural areas than urban. Furthermore, while the mother's education level may influence a 

child's school attendance, Canagarajah and Coulumbe (1997) find that in Ghana it does 

not affect the child's probability of working. However, this contradicts Sakellariou and 

Lall (1999:133) who find that in the Philippines there is an inverse relationship between 

parents' education level and the probability of a child working. Parents' education level 

further appears to have an impact on children's retention in the education system. 

Grootaert (1998:42), using data from Côte d'Ivoire, finds that each additional year of 

education of the father reduces the probability of the child dropping out of school and 

working by 1.8 percentage points, whereas for the mother the effect is even stronger at 

3.5 percentage points per additional year of education. A small survey conducted in 

Indonesia finds that parents generally are enthusiastic about their children's education 

even at secondary level, regardless of the parents' own educational achievements. The 

main constraint is the financial ability to support it (Indriyanto et al 1996:21). 

This section shows that issues such as birth order and gender can affect the individual 

child's chances of receiving an education, and his or her involvement in work. This 

implies that there may be different impacts on children arising from microfinance 

participation depending on these factors. Furthermore, as could be expected, it is also 

clear that household size and absence of male head of household is likely to contribute 

to household poverty. However these factors may, besides affecting the individual child, 
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also have an impact on the household's ability to benefit from microfinance 

participation as will be discussed in more detail in Chapter 5. 

3.5 Child Work and Health 

One of the main arguments against children engaging in work is its potential impact on 

their health and physical development. While certain types of work have been clearly 

identified as the worst form of child labour, as defined by ILO in Convention 182 and 

Recommendation 190, other forms of hazardous work are less obvious and harder to 

identify. The identification is hindered since many occupations are not in themselves 

hazardous, but the environments in which they are performed make them so. The 

problem is further complicated by the fact that it is often not one single cause or factor 

in the working environment which creates an occupational hazard. Furthermore, it may 

be inaccurate to define a job as hazardous based on the type of industry since some 

types of work within a hazardous industry may be quite safe (ILO 1996a:9; Boyden et al 

1998:86; Burra 1988b:131). However, some find that sectors which are hazardous for 

children are easily identified (O'Donnell et al 2002:22). 

The review of the different types of hazards is important, because the impact of 

microfinance on child labour also has to be assessed relative to the type of work in 

which children are involved, particularly if household microfinance participation results 

in a transfer of children's labour from one type of work to another. While this thesis is 

not in a position to assess the hazardousness of different types of work, a brief review of 

some of the typical hazards to which children are exposed is provided in Appendix 26, 

which provides some guides for the discussion in later chapters. 

The key issues highlighted in Appendix 26 concerning the potential impact from work 

on children's health is that working in the household setting does not necessarily 

constitute a safe working environment, particularly in relation to manufacturing MSEs. 

However, it is also clear that children working on their own, whether as domestic 

servants or in the market are very vulnerable. Furthermore, while long working hours, 

can affect children's learning ability, as discussed earlier, there are also indications that 

long hours can have a serious detrimental impact on children's health. This raises the 
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question of the extent to which microfinance is able to substantially contribute to the 

alleviation of child labour in hazardous environments, either through transfer to non-

hazardous work, or by the children withdrawing from the labour market. 

3.6 Targeting Child Labour: Issues and Approach 

This chapter has highlighted the complexity of child labour and the main reasons for its 

occurrence. It is clear that any approach seeking to eliminate or reduce child labour has 

to be comprehensive for it to address the problem effectively. However, frequently the 

approach is mainly based on legislation, and its enforcement, which is not sustainable in 

light of the contribution, financial or otherwise, children make to vulnerable 

households. This section reviews a few of most common approaches adopted to combat 

child labour. It highlights the need for a comprehensive approach and clearly shows that 

alternative sources of income have to be provided to the concerned households. 

The most common approach to address the problem of child labour is legislative
24  

(Bequele and Boyden 1988:9). Most countries, if not all, have laws regulating the age at 

which a person may take up work, normally between 14-16 year of age, and the 

conditions under which he or she may work. In addition there are often special 

occupations, which are particularly hazardous, and in which young persons are not 

allowed to engage until they are older (Boyden et al. 1998:185; ILO 1996c:182-183). 

However, while the legal framework may be in place, the enforcement of labour 

legislation is often lax in developing countries, with ill equipped and understaffed 

occupational safety and health (OHS) offices25. Furthermore, most developing countries 

have relatively small industrial sectors and the majority of working children are found 

in rural areas or in the informal economy sectors where OHS inspectors do not operate 

(Boyden et al. 1998:186). However, legislation and setting a minimum age for 

engagement in work does not in itself eliminate child labour, nor does enforcement of 

legislation. Outlawing child labour has in some cases proved counterproductive and has 

worsened the situation for the children the measure aimed to protect. Strict enforcement 

24 The legislative and enforcement approach developed in Europe, starting in Britain in the early 
nineteenth century and has been transferred to developing countries, especially with the help of 
international conventions as standard setting (Boyden et al. 1998:185). 
25 Weiner (1991) also argues that inspections have limited impact as compared to a combination of 
compulsorily education and adequate investment in the education sector. 
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may only drive child labour underground, and thereby prevent any attempt to improve 

the situation for the child labourers, unless alternative measures are implemented 

simultaneously to address the core cause of child labour26. As argued by Standing 

(1982), making child labour illegal, in effect increases the children's defencelessness 

(Standing 1982:617; Fallon and Tzannatos 1998:11-12; Myers and Boyden 1998:4). 

Also, while legislation and adequate enforcement may play a role, enforcement beyond 

the formal sector is often impractical and is not a cost effective means of protecting 

working children most in need. Furthermore, it may also outlaw safe forms of child 

work along with hazardous ones (Fallon and Tzannatos 1998:6; Marcus 1998:6; Myers 

and Boyden 1998:4). 

Strict enforcement may have detrimental effects on those it intends to protect by 

reducing the incomes of poor families, and attempts to force the elimination of child 

labour through legislation are likely to fail as they threaten the survival of the household 

(Grootaert and Patrinos 1999:9; Fallon and Tzannatos 1998:11-12). Standing 

(1982:617) further argues that enforcement may increase socio-economic inequality as 

poor households are prevented from using child labour, which may disrupt production 

and reduce household income, whereas middleclass and rich households would be a lot 

less likely to use child labour than poorer ones. This argument can, however, also be 

seen as an excuse for continuing child labour rather than addressing the root causes 

(Standing 1982). This is further discussed below. 

While legislation and enforcement rest in the hands of national governments, sanctions 

may be imposed by trading partners on the countries where child labour exists and 

where the government is not perceived as doing enough to address the problem. This 

approach can have a fast and significant impact as shown in the case of the Bangladeshi 

garment industry, and achieve results which may not have been obtained had only 

positive incentives been used27  (Boyden and Meyers 1995:38). The use of trade 

26  Mehrotra and Biggeri (2002) reports of examples of children being locked up in the workshop all day 
and only allowed out with permission of the supervisor due to the fear of labour inspectors (Mehrotra and 
Biggeri 2002:38 (footnote 48)). 
27  The Bangladeshi garment industry had traditionally a very high frequency of child labour with an 
estimated 15 per cent of the workers less than 15 years of age, or around 112,000 children employed in 
the sector. The garment sector was the country's most important export sector and the US its biggest 
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sanctions is at best controversial and is viewed by some developing countries as a tool 

for protectionism (Agnivesh 1999a:33). However, trade sanctions would normally only 

target the products produced by child labourers. The potential consequences of trade 

sanctions on the workers employed in the sectors, adults and children alike, make them 

highly controversial and agencies such as the ILO are not in favour of using of such 

negative incentives (ILO 1996a). Basu and Tzannatos (2003:167) also argue against 

such a measure, suggesting that it can be used for protectionist purposes, and simply 

transfer the child labour into non-export sectors. 

An alterative using a similar approach but without the legal framework, or formal trade 

sanctions is consumer boycotts. This approach is likely to have less impact than formal 

measures as the country or sector in question is not legally prevented from selling the 

products, but may experience lower demand. While this approach may achieve a high 

profile and affect specific companies with well known brands, it mainly affects export 

products. Furthermore, as discussed in Boyden et al. (1998:291), boycotts are far from 

straightforward. There is the risk of consumers not being able to identify products 

produced by child labourers and the practical implementation of trade sanctions against 

individual products or enterprises may be difficult and require detailed knowledge of the 

production process of the individual suppliers (Haas 1999a:25). 

As with enforcement of legislation, trade sanctions or consumer boycotts may have 

severe detrimental effects on the problem which these actions seek to address. A well 

known example is as mentioned earlier the Bangladeshi garment sector, where the 

dismissal of child labourers resulted in many children leaving the sector only to seek 

employment in other and potentially more hazardous sectors (Boyden and Meyers 

1995:39; Delap 1999; Rahman et al. 1999:997; UNICEF 1997:23). Kamal et al. (1993) 

find that half of the children who were fired immediately found another job, while the 

other half were looking for work (Kamal et al. (1993) quoted by Anker and Melkas 

1996: 11). The argument that boycotts or threats of sanctions may only result in the 

transfer of children's labour from one sector to another is also made by Marcus (1998:7 

importer. Under threat of trade sanctions from the US with the drafting of the Harkin Bill in 1993 many 
members of BGMEA took action to avoid possible sanctions and as a result an estimated 55,000 child 
workers were instantly fired from the sector (Boyden et al. 1998:294; UNICEF 1997:23). 
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— 8) and Gulrajani (2000a:63). Gulrajani (2000a:63) goes further and argues that import 

bans on commodities which are produced in sectors where there is child labour could 

have a detrimental impact on the households that are dependent on work in the sector 

and may cause an actual increase in child labour as households try to compensate for the 

loss of income and manufactures seek to further cut costs. 

An alternative approach is to introduce social labelling of products from sectors with 

high levels of child labourers. Labelling provides information about the origin of the 

product and the circumstances under which it is produced (Hilowitz 1997:216 — 217). 

One example is the Rugmark labelling of woven carpets from India, started in 1995, 

which verifies that they have not been produced by children: the producers make 

themselves available to random inspections28  (Kebschull 1999). However, the system is 

far from perfect and as pointed out by Gupta (1999:183) there are several short-

comings, which could result in consumers unknowingly buying carpets made by 

children. The introduction of a verification system may enable the carpets produced 

under that scheme to avoid trade sanctions otherwise imposed on a sector (Kebschull 

1999:204). However, measures such as Rugmark fail to alter the fundamental conditions 

of carpet production and therefore the underlying causes of child labour, though as 

pointed out by Hilowitz (1997) labelling may improve working conditions for children 

in the sector (Hilowitz 1997:215; Beckman 1999:211). 

The shortcoming of trade sanctions, consumer boycotts and labelling is that the 

measures are mainly targeted towards export sectors, though as discussed in Chapter 2, 

it is estimated that less than five per cent of all child labour takes place in these sectors
29  

(Hilowitz 1997:215). Trade sanctions and effective consumer boycotts may also have 

significant negative consequences on both children and adult workers in the affected 

sectors, with households having to compensate for loss of income (Kabeer 2000:370). 

Furthermore, as discussed above, working children frequently make significant 

contributions to household income. As a result, children are often forced into other 

28  The Rugmark approach is also a result of the impending threat of sanctions against the sector 
(Kebschull 1999:189 — 190). 
29  Trade sanctions such as those proposed under the Harkin Bill only target commodities made by 
children, and do not affect other export commodities from the countries concerned. 
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sectors or types of possibly more dangerous work30. Efforts to stop child labour in the 

carpet industry may have caused children to engage in prostitution (UNICEF 1995, 

quoted in Basu and Tzannatos (2003:168). The consequence of banning child labour in 

the Bangladeshi garment industry was that while supposedly only 34 per cent of the 

children who left the industry were forced to do so because of their age, none returned 

to school, but due to household poverty most had no choice but to work in other 

occupations. Furthermore, children working in other sectors were worse off than the 

child garment workers, suggesting that the dismissals have probably had an aggregate 

negative impact on child welfare (Boyden and Myers 1995:36; Sobhan and Hossain 

(1995) quoted in Marcus 1998:8). 

The experience from the Bangladeshi garment industry and other attempts to eliminate 

child labour that result in at least some of the children being worse off, and the 

magnitude of the contribution children make, either financial or through labour input, 

highlight the importance of alternatives being provided to the household to compensate 

for the loss of children's contribution and to avoid making vulnerable households even 

worse off (Myers and Boyden 1998:4). Alternatives tend to focus on transfers and credit 

in the form of scholarships and coverage of education costs, or cash transfers and credit 

schemes for income generating activities. These approaches are in some cases combined 

with community development programs (Anker and Melkas 1996:29). 

Scholarships programs have been shown to have a direct and positive impact on school 

enrolment and participation, and to reduce labour force participation. Likewise, school 

meals also increase attendance. Dreze and Kingdon (1999) find that in rural Mexico 

school meals increased attendance for girls by 15 per cent. (Skoufias and Parker, quoted 

in (Basu and Tzannatos 2003:166; Dreze and Kingdon (1999) quoted by (Basu and 

Tzannatos 2003:165). Furthermore, other measures such as the adjustment of the 

educational calendar to fit seasonal work would help address another obstacle as 

mentioned by Fyfe (1989:16) and Anker (2000), by allowing children to combine work 

and school. Scholarships and school meals act as incentives and compensate for the cost 

30  Mfunguo (1999) reports that a number of children who were banned from work on the large tea estates 
in Tanzania went to work in small scale mining instead, a sector with even greater hazards (Mfunguo 

1999:14). 
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of education, but rarely for the loss of the child's income itself (Fallon and Tzannatos 

1998:10; ILO 1996; Grootaert and Kanbur 1995b:13). Nor do these measures contribute 

to the household safety net in the same ways that working children do. While covering 

of educational costs may help increase enrolment and attendance rates, it does not 

address the root causes of child labour31. An alternative approach, which has also been 

used, is to support the households of working children to start income generating 

activities or micro- and small enterprises (MSE). 

Grootaert and Patrinos (1999:158,161) advocate providing alternative sources of 

income, so that households no longer need to rely on children's contribution. They find 

that such programs can play a key role in alleviating child labour but also acknowledge 

that they are a long-term strategy. Anker and Melkas (1996:30) quote a project in 

Kenya, which provided cash payments to mothers of working children and found a 

positive effect after two to three years. Credit may also prevent children being taken out 

of school in case of crisis (Basu and Tzannatos 2003:165). Basu and Chau (2003) also 

suggest that access to credit may facilitate the elimination of bonded labour (among 

other things), and the development of financial markets may contribute to a longer term 

elimination of rural child labour (Basu and Chau 2003; Bhalotra and Heady 2003:223). 

The ILO as the lead UN agency for addressing child labour has promoted a combination 

of legislation in the form of international conventions as discussed in Chapter 2, along 

with technical assistance to member countries. The teclmical assistance ranges from 

social mobilisation over training of labour inspectors, support for labour legislation and 

technical projects targeting working children and their parents, and awareness raising 

(Bequele and Myers 1995). The ILO (1999e) has developed a trainer's manual on 

supplementing mothers' income as a tool to eliminate child labour. The linkages 

between mothers' income and the alleviation of child labour have also been the focus of 

a range of other ILO activities (ILO 2001). However, income generation through MSE 

development is a contentious issue. While requiring significant labour inputs, the profit 

margins are small and may not be sufficient to replace the income brought home by a 

working child. The impact of some poverty alleviation programs may be too weak to 

31  The exception is where the children are only working to pay for their own schooling. 
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have any significant effects on child labour (Indriyanto et al. 1996:24; Marcus 1998:9). 

Also, due to the high labour input requirement, children may be taken out of school to 

work in the household MSE and girls may have to take on additional domestic 

responsibilities, substituting for the mother's labour, though the extent to which this 

happens is unclear (Marcus 1998:10; Grootaert and Patrinos 1999:11). Delap 

(2000a:733) also finds that income generating activities are not suitable to address 

children's involvement in household work, as they are likely to become more involved 

as the women's labour is transferred to income generating work. 

Furthermore, the profit margins of MSEs are often lower than of larger enterprises and 

the MSE owners may have greater incentive to use child labour to remain competitive 

(Marcus 1998:5) Rosati and Rossi (2003:295) find that interventions which only 

marginally modify the opportunities of the household are more effective when directed 

at households where the children are borderline at being involved in work, and less 

effective or ineffective when directed at the poorest of the poor. This suggests that MSE 

development may not be a useful tool for the most impoverished households who are 

most dependent on children's contribution. The use of microfinance and MSE 

development is discussed in more depth in Chapter 5. 

The successful prevention and elimination of child labour appear to depend not only on 

effective enforcement of legislation, but also on addressing the root causes of child 

labour such as the need for their financial or labour contribution to the household. 

Compensation for the cost of education through scholarships and meals is only a partial 

solution to the problem. Support for creation of income generating activities on the 

other hand may hold more promise, though the effectiveness and impact are questioned. 

What remains clear, though, is that unless compensation is provided, any attempt to 

eradicate child labour may result in unintended consequences detrimental to the 

concerned children. 

41 

3.7 Conclusion 

Working children often contribute significant input into the household. The contribution 

takes on different forms; financial or direct labour input into household MSE, farm or 
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household work. Their labour acts both as a substitute for the parents, especially the 

mother's labour (allowing her to pursue economic work outside the household), and as 

complement (letting the children's labour act as a buffer during peak seasons of harvest 

and production). Furthermore, children also play a role as part of the household's 

financial safety net. It is therefore clear that any attempt to alleviate child labour has to 

be accompanied by, or be based on, alternative sources of income provided to the 

concerned households. This is clearly an area where microfinance may have a potential 

role to play. 

The cost of education and its accessibility have a significant impact on households' 

decisions and capability to enrol a child in school. These decisions may further be 

influenced by other factors such as birth order, parents' education level and household 

size, as well as the gender of the child and the perceived value of educating a boy or 

girl. Combining work and education is common, but the impact of work on educational 

attainment increases with number of work hours, and at more 20 hours a week most 

researchers find that there is a significant impact on children's schooling. Furthermore, 

the concept of work replacing or complementing schooling has to be viewed with care. 

Children frequently work in low skill environments and the vast majority do not acquire 

any skills, but rather the absence of schooling may keep the child in a lifetime of 

poverty (Swaminathan 1997; Fyfe 1989). To the extent that microfinance facilitates an 

increase in household income, this could however result in increased participation in 

education for children. While there are indications that household involvement in MSEs 

may increase children's involvement in work, this does not need to be incompatible 

with receiving an education. However, it is clear that the type of work, the number of 

hours and the environment in which it takes place are significant issues. 

It is also clear that due to the importance of the children's contribution to the household, 

whether in the form of income or labour input, any attempt to enforce bans on 

children's work is unlikely to effectively address all forms of child labour unless some 

alternative is set up to compensate households for the children's contribution. Income 

generating activities or MSEs have been proposed as one such alternative. However, the 
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impact of a household's involvement in a MSE on children's involvement in education 

and labour is not clear. 

In addition to showing the significance to the household of the financial aspect of child 

labour — the monetary contributions and the question of educational costs — this chapter 

also raises some issues concerning the household itself. One is labour substituting and 

complementing, with children taking over tasks from the adults of the household. 

Another is the importance of household composition and gender. As suggested in 

Chapter 3.4 parents may prioritise children's education depending on birth order or 

gender. These issues are clearly important for the impact of microfinance on the 

household, and suggest that any increase in labour or income arising from microfinance 

participation may not necessarily impact uniformly on children in the same household. 

The following chapter will provide more insight into this through a review of three 

different theories of the household. 
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4. 	Theory of the Household 

A number of different schools of thought offer theoretical insights into the decision-

making process in the household and what motivates and guides the patterns of resource 

allocation among the household's members. In addition to facilitating an understanding 

of the workings of the household, these processes are important when designing policies 

and targeted interventions, since the action of different household members need to be 

considered and the distribution of resources and labour tasks understood (Alderman et 

al. 1995; Strauss et al. 2000:85). 

Three schools of thought stand out through their comprehensive analysis of the 

household: the Neoclassical Theory of the Household, the Bargaining Model, and 

Feminist Theory. As this chapter shows, the household decision making process on the 

allocation of labour and income is highly complex. Each theory provides an insight into 

the household, but there are at the same time aspects which a theory may not fully 

capture, and to which an alternative school of thought provides a better insight. While 

the three schools of thought are competing they nevertheless complement each other on 

the different aspects of household decision making. One notable absence in this chapter 

is conventional Marxist theory, which has rather little to say about inequalities and 

conflict within the household (Folbre 1986:248; Jaggar 1983:64). 

The three theories each offer their perspective on control over resources within the 

household, and the possible impact of activities such as microfinance and micro- and 

small enterprise (MSE) on the members of the household. They also provide insights 

into how any benefits (such as education) arising from these activities, as well as any 

increase in work load, will be allocated among the household members (including 

children) and possibly affect the distribution of power within the household. 

This chapter will provide a concise overview of the three different theories on the 

household, and the impact they each expect microfinance to have on the household's 

allocation of labour and investment in children's education. These findings will guide 

the research and the data collection, including providing directions for the methods in 

Chapter 6. The findings of this chapter also contribute to the discussion in the later 
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chapters. The review of the theories is brief and does not attempt to cover neither the 

theoretical development, nor does it seek to go into detail about the different versions of 

the theories. 

	

4.1 	Introduction 

One of the foundations of economic theory of the household has been provided by 

Samuelson (1956:10) who finds that under certain assumptions, a household would act 

as if it maximises a joint utility function. However, Samuelson is less concerned with 

how this would be achieved, unlike the Neoclassical theory of the Household and the 

Bargaining Model. As Pollak (1985) puts it: Samuelson (1956) prefers to "keep the lid 

on the black box" (Alderman et al. 1995; Pollak 1985:598). The Neoclassical theory of 

the Household (NCT) and the Bargaining Model both rely on standard economic 

assumptions, but the Bargaining Model offers an alternative to the NCT's assumption of 

an altruistic head of household and a single utility function for the entire household 

(McElroy 1990; Becker 198la). The Feminist Theory provides a different perspective 

from the mathematical economic models and includes issues of power, inequality and 

welfare. The theory also provides a strong critique of the two more conventional 

economic theories (Folbre 1997:263). 

	

4.2 	Neoclassical Theory of the Household 

The Neoclassical Theory of the household as developed by Becker (1981a), the main 

contributor to the theory, explores intra-household allocation of resources and decision 

making. The NCT has long been the key economic theory on the household (Alderman 

et al. 1995). It builds on a number of assumptions, the most critical of which is that the 

household can be represented by one utility function which incorporates the preferences 

of all household members, and which is maximised, subject to the constraints of time, 

effort and income32. A second significant assumption is that the household members 

pool their income, which is then distributed to the different household members in 

accordance with the utility function (Becker 1981a; Alderman et al. 1995, and 

Bergstrom 1997:33). 

32 Which also has made it known as the Unitary Model (Alderman et al. 1995). 
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The distribution of income within the household is conducted by an altruistic head of 

the household, the presence of whom is another key assumption. The altruistic 

household head has only the best intentions for the household and no special 

preferences for any individual household member, and his or her altruistic behaviour 

ensures the absence of conflict in the household33. Regarding the other members of the 

household, any possible selfish behaviour on the part of any member is addressed by the 

altruistic head under the Rotten Kid Theorem (RKT)34. The RKT theorem implies that 

any selfish member of the household is punished for his or her selfish actions by the 

altruistic household head, thereby ensuring that the selfish member would not do 

anything which negatively affects the household income. Instead each household 

member seeks to maximise household income35,36  (Becker 1981a:288; 1981b:9). 

Tasks within the household are allocated on the basis of comparative advantage and the 

earlier investments in the individual household members' human capital. In the basic 

model put forward by Becker (1981a), investments in human capital are limited to 

either "market" capital or "household" capita137. Each member specialises according to 

his or her comparative advantage and also limits his or her investment in human capital 

to the type of capital in which they have the comparative advantages38. One of the 

aspects of specialisation according to comparative advantage is the role of women. 

According to Becker (1981a:38) women have biological advantages with regards to 

child rearing, as they "can readily feed and watch their older children while they 

produce additional children". This implies that an efficient household would allocate 

women's time to the household task, suggesting a sharp division of labour in the 

household (Becker 1981a:34, 38 — 48, 77 — 78). 

33 The altruistic behaviour is also in the household head's own best interest (Becker 1981b:4). 
34 RKT: Each beneficiary, no matters how selfish, would maximise the family income of his benefactor, 
and thereby would internalise all effects of his or her actions on other beneficiaries (Becker 1981b:7). 
35 A mathematical discussion of special cases of the Rotten Kid Theorem, including a number where it 
does not hold can be found in Bergstrom (1989) and Chiappori and Werning (2002). 
36 While the RKT ensures altruistic behaviour in production, the presence of selfish household members 
may however create conflict in distribution (Becker 1981b). 
37  Market capital consists of investments in human capital which raise market efficiency (and thereby 
returns), whereas household capital is investments in human capital which raise household efficiency 
such as bearing and rearing of children (Becker 1981a:39). 
38  Becker (198la) argues that even if each member of the household is assumed to be identical (initially) 
differences will arise due to variations in skills resulting from different experiences and investment in 
human capital. Therefore a division of labour will take place in an efficient multi-person household 
(Becker 1981a:32). 
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4.2.1 Children and Microfinance 

As outlined above, household members, including children, do not have separate utility 

functions in the household, but rather these are incorporated into the household utility 

function39. However, parents make choices for their children regarding education, 

especially in poorer families. The amount invested in each child depends on the child's 

abilities and number of siblings, since limited resources force parents to choose between 

efficiency (investing in the more able child) and equity (investing in them all)40. This 

results in a negative correlation between quantity and quality of children with poor 

households investing relatively more in the more able children than the less able for the 

development of their human capital. The choice regarding children's education is based 

solely on ability without regard to gender, which is assumed not to be an issue41'42  

(Becker 1981a:152,190,191). 

An increase in parental income would lead to greater expenditure on the children, 

including investments in the children's human capital, which will be coordinated by the 

altruistic head of the household (Becker 1981a: 196, 249). However, other benefits such 

as compensatory education programmes and health services provided to some children 

in poorer families will induce parents concerned with equity to lower household 

resources spent on these children toward other children (and themselves). The recipient 

children may still benefit but only a fraction of the total value of the benefit as it has to 

be shared with the other household members (Becker 1981a:191-192). One special 

aspect of the NCT assumption of perfect capital markets is the assumption that poorer 

households can borrow against their children's future income to finance their education 

(Becker 1981 a:244). The concept of imperfect capital markets or credit failure being 

39  The exceptions are street children, orphans and other children outside traditional family patterns. 
40  Becker distinguishes between two types of investments: human capital and endowments. He suggests 
that poor families will have a tendency to invest mainly in human capital, whereas better off families will 
also invest in endowments (Becker 1981a:184,186). 
a'  Though Becker (1981a) does acknowledge that parents would invest more in boys if the return were 
greater than for girls (Becker 1981a:194). He furthermore accepts that the rate of return on human capital 
investments is influenced by a number of factors such as gender, race, ability, age, social background. 
(Becker 1981a:186). 
42  There is also an expectation that with altruistic children, the higher income received by the abler 
children from their greater investment in human capital would in turn be redistributed among the 
household members, thereby ensuring that the less able children also benefit (Becker 1981a:190). 
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responsible for children leaving school and engaging in work has been analysed by 

Ranjan (1999). 

The decisions about whether a child should spend his or her time pursuing education or 

working is in most circumstances not the child's but the parents' or guardians'. The 

family makes the decision based on availability of education facilities, income and other 

factors (Becker 1981a:138). Becker does not touch directly upon child labour, but 

instead focuses on education without directly mentioning what a child would do if not 

in school. He does, however, consider on the job training to be adding to a child's 

human capital development (Becker 1981a:243). The net cost of children is also 

reduced to the extent that they contribute to household income by performing household 

chores, working in the family business or in the market place (Becker 1981a:138). This 

does imply that children in whom the household does not invest are instead allocated 

labour tasks. 

The absence of conflict in the household and the presence of an altruistic household 

head mean that power is not a consideration and it does not matter who in the household 

gets access to microfinance. Any increase in income or any benefits arising from 

involvement in microfinance will be shared among the household members as will any 

additional work load. Likewise, a failure of business will not only affect the household 

member responsible for the MSE, but the loss of income will be absorbed by the entire 

household (Becker 1981a:32, 281). What may, however, be of importance is MSE 

involvement, as women's commencement of income generating activities will raise the 

shadow value of their labour (Pitt et al. 2003:2). Furthermore, given that the man is 

likely to have a higher market human capital than the woman, the question is who will 

be able to generate the highest return of MSE involvement. The question would occur if 

female microfinance or MSE activity forced some of the household activities onto the 

man, which would make the household inefficient, as specialisation relative to 

comparative advantage would no longer take place (or would be compromised). 

Rosenzweig (1986:237) finds an income effect, in which increases in the demand for 

women's unskilled labour (and its wage) would result in a decrease of other household 
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member's time spent in the market, so they take on additional domestic work, to enable 

the women to allocate more time to the market. 

4.2.2 	Criticism of the Neoclassical Theory of the Household 

While the NCT on the household provides an insight into household allocation and 

decision making, the theory is not fully supported by empirical research and several of 

the key assumptions are heavily criticised. Bergmann (1995) finds that the theory with 

its assumptions is too simple and leaves out important considerations regarding the 

decision making process and thereby fails as a tool, whereas Alderman et al. (1995) find 

that empirical evidence is mounting against the unitary model, as do Quisumbin and 

Maluccio (1999) and Strauss et al. (2000). 

The main critique of the NCT concerns three key assumptions: that the household can 

be represented by one utility function, which includes all member of the household; the 

presence of an altruistic head of household; and the pooling of all income43. The 

assumption of a single utility function is questioned by a number of writers (Alderman 

et al. 1995; Kabeer 1994). Elson (1982) suggests that in a household consisting of both 

adults and children, adults' preferences are likely to weigh more than children's, 

including in decisions about education and work (Kabeer 1994:103; Elson 1982:482). 

Another significant criticism concerns the pooling of income assumption and the 

presence of an altruistic head of household. Alderman et al. (1995) find that empirical 

evidence suggests pooling of income in a household does not take place44. The rejection 

of the pooling of income assumption is also supported by Fortin and Lacroix (1997), 

who instead find support for the Bargaining Model (see Chapter 4.3). The pooling of 

income assumption is also in conflict with the finding that increased income for women 

increases the share of household budget used for education, health care and food 

(Thomas 1990:650; Moore 1994:10 and Kabeer 1994:103-104). The importance of who 

controls the funds is also highlighted by Lundberg and Pollak (1993), who find that 

43  However, several feminist writers also criticise the foundations of economic theory such as exogenous 
and unchanging taste and absence of interpersonal utility comparison (England 1993; Katz 1997; and 
Folbre 1986). 
44 The World Bank also finds that members of households frequently hide information about resources 
and income from one another (World Bank 2005:54). 
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household expenditure is affected by which of the parents receives child allowance. 

Likewise for access to credit, which also affect women and men differently (Lundberg 

and Pollak (1993) quoted in Katz 1997:31; Pitt and Khandker 1994). The importance of 

who controls income indicates that complete pooling of income may not take place, and 

also suggests that the head of household may not act as an altruist all the time, or only 

partially45  (Strassman 1993:59). 

The apparent absence of an altruistic head of household raises the question of conflict in 

the household. The RKT which Becker uses to ensure altruistic behaviour among 

household members has been criticised by Behrman (1997:146) and Bergstrom (1998) 

who find a number of circumstances under which the theorem may not hold and 

Alderman et al. (1995) who find it only holds under restrictive circumstances46. The 

assumption of absence of conflict is particularly contentious to feminist writers such as 

Folbre (1986) and Kabeer (1994) who criticise the absence of power and control over 

resources from the neoclassical analysis of the household; issues which are covered by 

the one utility function and the altruistic head of household assumptions and therefore 

excluded from analysis. The NCT ignores the internal organisation and structure of 

households (Pollak 1985:582), and fails to recognise systematic gender based power 

relations within the household which dictate the allocation of resources47  (Katz 1997:29; 

Kabeer 2000:120; Folbre 1986:247). 

Becker claims that parents invest in children according to ability. However, Behrman 

(1997:136) shows that there may be different investments in children's human resource 

within the household beyond the socially efficient level. Furthermore, the gender-based 

difference in access to education indicates shortcomings in the assumption that all 

children are treated equally (Folbre 1986:249). Discrimination against girls may be 

compatible with maximising household income, though not household welfare. Strauss 

et al. (2000:86) find that parents allocate investments in children's education towards 

45 Behrman (1997:175) however questions the extent to which the rejection of the pooling assumptions is 
not a result of the type of data being used for the empirical analysis. 
46  Behrman (1997:146) lists three reasons: possible lack of control over child's behaviour; if utility does 
not depend on transferable commodities; and the introduction of a two period model with savings. 
47  Empirical data also suggest that the unitary models have difficulties in capturing key features of 
household break-ups (Foster and Rosenzweig 2002:840). 
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the male child in anticipation of a higher return on their investment, relative to a similar 

investment in a female child. This finding is also supported by Mincer and Polachek 

(1974:77), who claim that expectations regarding individuals' future market and 

household activities are important determinants of human capital investment. Alderman 

and King (1998:464) also suggest that households' lower relative investment in girls' 

education than boys' is a result of labour market distortions and capital market failure. 

However, they find that the unitary models are incapable of explaining why household 

do not invest in female education regardless of high possible returns. 

A separate critique raised against the NCT, in particular by feminist writers, is the 

assumption that individuals are selfish in market transactions but altruistic in dealings 

within the household. The presence of such dual personality in individuals is 

characterised by Kabeer (1994) as a paradox, and viewed with scepticism by England 

(1993). However, Becker (1981b:10-12) argues that this is the case because altruism is 

less "efficient" in the marketplace than in the household. 

The NCT claims that microfinance participation will increase investments in education, 

but the investment may not be evenly distributed among the household's children. 

Rather the household may prioritise based on expected return from the investment. 

Furthermore, it may also be efficient for the household to put non-school going children 

to work, though the NCT does not elaborate on whether it should be economic or non-

economic work. A final point is that it does not matter who in the household participates 

in microfinance due to the presence of an altruistic head of household. This latter point 

is particularly contentious among the critics of the theory from both the Bargaining 

Model and Feminist schools of thought. 

4.3 The Bargaining Model 

An alternative theory of the household is offered by the Bargaining Model. The 

Bargaining Model views the household as consisting of two parties who through 

negotiations decide on intra-household allocations. This means that, while the theory is 

still based on neoclassical assumptions, several of the highly criticised assumptions 

from the NCT are not required in this theory: the presence of an altruistic head, the 
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absence of conflict and the single household utility function (Manser and Brown 1980; 

Sen 1990; McElroy 1990). 

The Bargaining Model address the issue of conflict of interest within the household and 

are generally divided into two groups: Cooperative and Non-Cooperative models48. 

Bargaining Model are generally based on a two person household and the difference 

between the two types of models is based, as the names suggest, on cooperation or not 

between the two persons of the household. In the Cooperative Model the two household 

members negotiate the allocation of resources and time. Through this cooperation the 

members of the household achieve a higher level of utility than they would had they 

been outside the household, and reach Pareto-efficient outcomes (Sen 1990:67; 

Alderman et al. 1995; Katz 1997:30, McElroy 1997:59). The Non-Cooperative Model 

assume that the two members of the household remain in the household but do not 

cooperate, and the outcomes are not normally Pareto-efficient49. Even so, the members' 

utility from remaining in the household is still greater than they can achieve by 

leaving50. In the non-cooperative approach it is assumed that individuals cannot enter 

into binding and enforceable contracts with each other. Instead individual actions are 

conditional on the action of others (Katz 1997:34; Alderman et al. 1995; Quisumbing 

and Maluccio 1999:7). 

A central element in the Bargaining Model is the presence of "threat points" or "fall 

back" positions. "Threat points" are the utility levels that a member of the household 

can obtain by not being in the household, and the greater a household member's threat 

point is, the more influence that member's preferences will have on household decisions 

(Katz 1997:30; McElroy 1990:560). Manser and Brown (1980) use the Bargaining 

Model to illustrate decision making on whether or not to enter into marriage, where the 

threat point is the utility obtained from remaining single. Threat points are influenced 

by control over sources of income and assets, and may also be affected by individuals' 

48 Katz 1997 outlines three different types of Non-Cooperative Models: Cournot-Nash, Rubenstein's 
alternating offer framework, and the principal agent models. 
49 Alderman et al. (1995) quote the models of Carter and Katz (1992) and Lundberg and Pollak (1993) for 
the level of interaction between household members in Non-Cooperative Models. 
s° Given that constant threats of leaving may loose credibility, McElroy (1990) suggests that non-
cooperative solutions can serve as threat points in Cooperative Models. 
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opportunities outside the household (both current and future). This implies that the 

strength of women's threat points increases with their education (Quisumbing and 

Maluccio 1999:32; McElroy 1990:560-61 and Guyer 1997:118). Investments in 

endowments (such as children's education or items or animals) may alter the threat 

point of the individuals. Children may also raise the woman's threat point by providing 

an actual or expected future income (Guyer 1997:120-122). The presence of allowances 

or benefits from outside the household directed at the children may also affect threat 

points. Lundberg and Pollak (1997:92) discuss the impact of a child allowance and the 

recipient of such an allowance and its impact on the Bargaining Model. Threat points 

are also affected by laws and social norms which may put limitations on a household 

member's (the woman's) ability to leave the house or which resources she can take with 

her should she leave (Quisumbing and Maluccio 1999:6; Katz 1997:30). 

4.3.1 	Bargaining Model, Microfinance and Children. 

In the Bargaining (cooperative) Model, the question of who participates in microfinance 

as well as involvement in MSEs becomes important as it may increase the participant's 

bargaining power and thereby alter his or her threat point. Microfinance participation 

may increase control over resources such as savings and loans, as well as other benefits, 

which may be offered by the microfinance institution. Furthermore, involvement in 

MSEs and creation of income is also likely to strengthen the participants' bargaining 

position and thereby their influence over household resources. However, if on the 

contrary involvement in these activities results in loss of money (for example as a result 

of business failure) and a greater reliance on the spouse's income, it could lower the 

concerned individual's threat point (Osmani 1998:36). Sen (1990) finds that women's 

economic activity levels outside the home positively influence their fall-back position. 

McElroy (1990:561) also finds that the intra-household distribution of resources favours 

members with better (current or future) outside opportunities. These findings suggest 

that microfinance and MSE participation will have a positive impact on women's 

situation, according to the Bargaining Model. Folbre (1984) finds that as a result of the 

bargaining process, increased earning potential for women enables women to allocate 

more resources towards girls (Folbre (1984) quoted in Strauss et al. 2000:86). Most 

models suggest equal or greater investment in children from income controlled by 
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women than the NCT model implies (Alderman et al. 1995). However, Dasgupta 

(2001:1719) using a Bargaining Model, finds that increased income generation by the 

women may not necessarily increase her welfare due to the increased time burden. 

The Bargaining Model does not directly include children. Rather their utility is only 

included to the extent that one of the parents takes them into consideration51. This is a 

point of critique of the Bargaining Model — that it is unable to treat children in the 

household as anything beyond a choice variable or as passive suppliers of labour or 

income (Nelson 1995:122; Katz 1997:38). The threat point for children is likely to be 

very close to zero, leaving them with a weak bargaining position52. In principle by 

engaging in labour or income generation the children may raise their threat point, 

though it is more probable that they instead contribute to increasing the bargaining 

power of the adult who controls the income the children generate. However, Dehejia 

and Gatti (2002:2) suggest that child labour is a result of bargaining between the 

household members (parents and children) rather than between parents only. Assuming 

children actually bargain with their parents concerning involvement in labour, Grootaert 

and Kanbur (1995b:25) suggest that a child would be worse off with the elimination of 

child labour, as his or her contribution to the household would be less and as a result 

have less influence on decisions. However, as Nieuwenhuys (1994:204) points out this 

also depends on the children being paid in the first place, rather than engaging in unpaid 

labour in the household, MSE or farm. 

4.3.2 	Critique of the Bargaining Model 

One of the main points of (feminist) critique of the Bargaining Model regards the 

formation of threat points and the absence of a range of factors, which influence intra-

household bargaining power (Agarwal 1997:12). The Bargaining Model's focus on 

economic factors fails to include perceptions of contributions and social norms, and 

their impact on bargaining in the household (Agarwal 1997:6). Sen (1990:71) argues 

that men's higher level of involvement in earning income may affect social perception 

51  Basu and Ray (2001:16) use a Bargaining Model to analyse the importance of parent's bargaining 
power on child labour. Their findings suggest that children are less likely to work if the power between 
the parents is balanced. 
52 Children have limited options for leaving a household: one however is to become a street child. 
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of how that income should be divided in the household. Kabeer (1994) also raises the 

issue of perceived contribution as an important factor in the bargaining model, where 

the perceived value of economic work is higher than of domestic work (Kabeer 

1994:110; Folbre 1986). However, Agarwal (1997:25) finds that self-perception is of 

less importance than external constraints, which prevent women acting in their own 

self-interest. The bases of power held by some household members (men) enable them 

to shape or impose cooperative solutions on subordinate members of the household 

(Kabeer 1994:110). It is also uncertain to what extent individuals can effortlessly leave 

and enter households to maximise their utility, given cultural or legal restrictions on 

such actions (Elson 1982:482). This has serious implications for the development of 

threat points as the threats have to be credible in order for them to work, as discussed by 

Lundberg and Pollak (1997). In that regard, the Bargaining Model does not provide a 

clear indication of how intra-household allocations will change when one household 

member increases his or her bargaining strength (Rosenzweig 1986:236). A separate 

issue concerning the Bargaining Model, as Katz (1997:38) points out, is that extended 

households with several different members (children and adults) provide a resource base 

that extends beyond the two-person (two decision makers) household on which the 

model is based. 

The Bargaining Model suggests that the impact of microfinance is greatest for the 

person who controls it. Also, as suggested by Folbre (1984b) and Alderman et al (1995), 

an increase in women's income may have a greater positive impact on children's 

education than if it is the man who controls the increase in income. However, the 

Bargaining Model does not provide any indications as to which children in the 

household stand to benefit in terms of education spending. The model does not directly 

include children and considerations about their labour. Rather they are included in the 

utility function of the parents, and the model therefore offers little in terms of prediction 

of outcome on children's labour and schooling. It is suggested (by Dehejia and Gatti 

(2002)) that by engaging in work children may increase their say in the household 

which could, for example, influence their ability to attend school. While the Bargaining 

Model acknowledges the importance of who in the household controls microfinance, the 

model is still criticised by feminists for its failure to include social norms and 
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perceptions of the value of contributions. Social norms and perceptions also influence 

the impact of microfinance by restricting women's ability to transfer the increased 

control over income into increased influence over decision making. 

4.4 Feminist Theory 

Feminist Theory views household decision making as a negotiation process with the 

involved parties having uneven power and resources, and potentially conflicting 

preferences (Kabeer 1994:109; Folbre 1997). While both the NCT and the Bargaining 

Model use neoclassical assumptions as a basis for predictions of household members' 

behaviour, feminist theorists distance themselves from these. They particularly criticise 

the limitations of mathematical economics to provide an insight into the institution of 

the household, and the failure to appreciate the importance of power (Nelson 1993:28; 

Katz 1997:26; Kabeer 1994:133). Instead feminists find that decision making in the 

household particularly for women is influenced by social rules, norms and values that 

affect the basis on which they make their choices. Furthermore, the choices women 

make are less likely to reflect their individual interest or well-being than the choices 

made by men (Kabeer 2000:29,117 - 118). 

As in the Bargaining Model, feminists view women's ability to influence decision 

making in the household as a reflection of their power in the household. However, 

unlike the Bargaining Model Feminist Theory also puts an emphasis on women's 

perceived value of their contribution to the household, in addition to control over 

resources and power, as an influence on bargaining power. What further affects 

women's perceived contribution is the devaluation of their work and the low material 

rewards they receive from it. Argawal (1997) lists eight factors, which she identifies as 

important in influencing a persons bargaining strength53  (England 1993:39; Agarwal 

1997:10-11; Folbre 1997:264). 

In addition to perceptions, social norms also constitute an important factor as they affect 

intra-household bargaining by limiting what can be bargained about, constraining 

bargaining power and affecting the process of how bargaining is conducted (Agarwal 

53 These eight factors include access to employment, control over resources, social norms, and support 
from the state and NGOs (Agarwal 1997). 
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1997:15). Furthermore, social norms and values are also more likely to influence the 

allocation of labour within the household than productivity considerations (Kabeer 

2000:29,117,118). The importance of these issues in the formation of bargaining 

positions has largely been ignored in the Bargaining Model (Folbre 1997:265). 

However, as also discussed in Chapter 4.3.1, a person's power can increase or decrease 

with changes in income, wealth, children, and other factors (Folbre 1984a; Guyer 1997; 

and Katz 1997). Furthermore, as Kabeer (1994:128) finds, the concentration of control 

over resources can result in an absence of conflict as the disadvantaged person instead 

subordinates her (or his) own needs. 

4.4.1 	Microfinance and Children. 

The feminist perspective of influence in household decision making is linked to power 

and resources. This suggests that a woman's participation in microfinance and MSEs is 

likely to strengthen her position within the household and potentially increase her share 

of household resources a finding similar to that made under the Bargaining Model. 

However, from the feminist perspective the participation is particularly important when 

it increases the woman's role in outside activities and income generation as this may 

also influence the woman's perception of her own contribution to the household, as 

income generating work is considered more valuable than domestic work (Agarwal 

1997:11; Folbre 1984b; Kabeer 1994, 2001). 

While a woman may gain power in decision making, this has little significance if 

critical decisions about workload or the distribution of proceeds are under male 

dominance. Participation in microfinance and MSEs has the potential to strengthen 

women's position, but only to the extent that she also controls the revenue from the 

activity, as well as the actual loan. In that regard Kabeer (1994) finds that income in 

itself appears relatively less important to women's bargaining power than access to 

social networks outside the household (Kabeer 1994:120; Goetz and Gupta 1996; 

Whitehead (1985) in Kabeer 1994; Folbre 1984a). Any increase in workload is likely to 

remain with the woman. Social norms and gender-related rigidities in the intra-

household substitutability of labour result in women having to accommodate multiple 

responsibilities and take on additional work rather than having tasks redistributed. The 
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substitutability which has been found to exist between women's labour and girl's labour 

may lead to a transfer of tasks to girls should women's workload increase54  (Pitt and 

Khandker 1994; Kabeer 1994:106; Folbre 1997:266; Folbre 1984b). 

An increase in women's control over resources is more likely to benefit household 

members than a similar increase for men. Increased income to women has been found to 

have a greater effect on children's well being, education and nutrition than similar 

increase in income to men. Pitt and Khandker (1994) find that microfinance extended 

to women in Bangladesh has a greater impact on household wealth and women's 

independence than similar credit extended to men (Kabeer 1994:104; Folbre 1986:249). 

However, while increases in female income may have a positive effect on children's 

well being and investment in their human capital, this may not benefit girls in particular. 

Agarwal (1997:26) suggests that women, in some cultures, may invest more in sons out 

of self-interest by ensuring future economic and social support in old age. 

4.4.2 	Critique of the Feminist Theory 

Feminist Theory provides a much more complex view of the household and of the basis 

on which bargaining takes place or why it is absent, thereby setting itself apart from the 

simplistic model of the NCT as Bergmann (1995) labelled it. However, while the 

realism of the Feminist Theory is apparent, its complexity also means that it lacks the 

ability to generalise in the same way as the NCT and Bargaining Model. This 

shortcoming provides the main argument for the critics of the Feminist Theory, who 

suggest that it provides little extra in the form of explanatory power over the economic 

models, which provide testable propositions of data (Katz 1997:36; Behrman 

1997:180). However, as pointed out by Katz (1997:36), one of the central goals of the 

Feminist Theory, beyond explanatory power, is to provide an insight into the 

institutional features of the household, something which the economic theories lack. 

Attempts to alter models to accommodate feminist perspectives, as by Ott (1995), are 

generally not well received. Nelson (1995:122) criticises such attempts as an a posterior 

sa Ilahi (2000:33) suggests that there are opposing effects; an increase in a woman's income (arising from 
her increased involvement in economic work) will increase the time children spend in school (as she can 
spend more on her children's education), but at the same time increase the woman's demand for child 
labour to substitute for her forgone household work. 
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fitting of results into an acceptable mathematical frame. 

The Feminist Theory, more than the other two, finds that not only is it important who 

controls microfinance, but also who controls the income it generates as well as the 

access to markets. While Feminist Theory, like the other two theories, also claims that 

increased income for women will translate into increased investment in children's 

education, the theory does not specify which of the children in the household will 

benefit. With regards to increased labour demand arising from microfinance 

participation, the theory suggests that increased labour demand will remain with the 

woman, but that labour substitution may result in an increased workload for girls in the 

household. 

4.5 	Conclusion 

The three theories each claim a different effect of microfinance participation on the 

household. While they are in agreement that an increase in income will benefit more 

household members than simply the person generating the extra income, they differ on 

the intra-household distribution of this additional income. Likewise for any increase in 

workload arising from microfinance participation: each of the theories claims different 

distribution of any additional workload. 

In relation to this research, there are two main concerns with regards to microfinance 

participation: how will it affect household expenditure on education, and how will it 

affect children's involvement in work. There is a general agreement among the three 

theories that increased household income will lead to an increase in investments in 

children's human capital. Whereas the NCT claims that an increase in household 

income leads to an increase in household education expenses, it is not given that all 

children will benefit directly as the household will invest in the children where there is 

the greatest potential return. It may therefore very well be in the interest of the 

household to invest in boys in order to maximise returns55. On the other hand, the 

Bargaining Model and Feminist Theory claim that investment in children's education is 

ss As suggested in Chapter 3.3, it is easier for boys to find work relative than girls with the same 
education level, which would mean that household potential return from investment in education is 
greater for boys than girls. A point also made by Becker (1981a:14) as mentioned in Chapter 4.2.1. 
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more likely to occur if it is the woman who controls the increased income. However, 

neither of these two theories can provide an answer as to which of the household's 

children will benefit. Although female controlled income is believed by some (Folbre 

1984) to increase education and other spending on girls it is not given. As Argawal 

(1997) argues, it may be in the woman's interest to prioritise boys' education. 

Concerning child labour, then according to the three theories, the impact of 

microfinance on children's involvement in labour takes place through adult decision 

making. Common for all three theories is that they treat the children as passive56  

However, none of them provide actual suggestions as to how microfinance participation 

will affect children's involvement in work. The NCT merely assumes that tasks will be 

allocated within the household, without specifying to whom, though substitution effects 

between girls and women are assumed by Rosenzweig (1986). However, the NCT also 

suggests that it would be efficient to put non-school going children to work. The 

Feminist Theory predicts that due to labour substitution, girls are likely to experience 

increased workloads. 

For this thesis, these ideas raise the issue of gender differentiated impact by 

microfinance on the children depending on who in the household controls microfinance 

and the income it generates in terms of impact on investment in children's education. 

They further suggest that the increase in labour arising from microfinance participation 

may impact on children's involvement in work, both through direct involvement in 

labour (or by not being included in the increased education expenses as suggested by 

the NCT), as well as through labour substitution. 

56 There are however intergenerational exchange models, which assume that children are active 
independent decision makers (Behrman 1997:144). 
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5. Microfinance and Micro-and Small Enterprises 

Microfinance is increasingly viewed as an effective tool to reduce poverty, empower 

women, and promote micro- and small enterprise (MSE) development. Microfinance 

uses new contractual structures and organisational forms to reduce the risk and cost of 

providing financial services to poor households who normally find themselves excluded 

from accessing such services. The ability of microfinance to provide financial services 

to people without collateral and thereby support them to work their way out of poverty 

has also led organisations like ILO-IPEC to introduce it as a component in their 

programmes against child labour (Hulme 2000b:79; Gibbons 2002:11; Morduch 

2000:617; ADB 2000a, van Dorn and Churchill 2004). 

Microfinance is seen as a tool to generate income which can replace (at least in part) the 

income which children generate through their work, thereby alleviating one of the main 

causes of children working, as identified in Chapter 3. The primary process through 

which microfinance services are expected to reduce poverty is through the creation or 

expansion of income generating activities. Credit or savings on their own do not 

contribute to a greater income level, though they may offer some protection against 

income variations. Rather, microfinance is a tool which allows the poor to engage in 

income generating activities by overcoming the credit constraint57  (Hulme and Mosley 

1996:108; Pitt and Khandker 1994:4). 

As this chapter shows there are, however, limitations to the effectiveness of 

microfinance in addressing child labour. These limitations arise both from the design of 

microfinance programmes as well as the vulnerability of households with child labour, 

which affect their ability to benefit from such programmes. This chapter reviews the 

ability of microfinance to reach poor households, which are those who are the most 

likely to rely on children's income. It assesses the characteristics of those who may be 

excluded, to identify the obstacles preventing these households from participating. This 

57  While microfinance can facilitate increases in income both from MSE activities and agricultural 
production, this chapter only focuses on MSE activities. The vast majority of microfinance programs 
focus on MSE promotion (Shaw 2004:1247), and microfinance for agricultural production introduces a 
range of different issues, such as repayment periods and extension services (Diagne and Zeller 2001). 
Furthermore, microfinance is widely believed to be best suited towards activities with rapid capitalisation 
of loans (Eversole 2000:47). 
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chapter also reviews the impact of microfinance on participating households, to identify 

the limitations of microfinance and provide the basis for assessing the suitability of 

microfinance in alleviating child labour. Furthermore, by reviewing the characteristics 

of MSEs in which microfinance participants engage, this chapter also identifies the 

obstacles preventing microfinance households from successfully engaging in MSEs, to 

assess the sustainability of the impact microfinance creates and the influence it may 

have on working children. These include some of the issues already raised in Chapter 3: 

labour substitution between adults and children, and the demand for children's labour in 

household MSEs. 

This chapter is divided into two main parts, each divided into several sections. The first 

main part reviews the ability of microfinance to affect poor households, which are those 

most likely to rely on children's income. The second part reviews MSEs, and the 

effectiveness of microfinance in promoting sustainable MSEs among poor households. 

5.1 Microfinance 

Significant changes in recent poverty alleviation strategies have been brought about 

through the institutionalisation and expansion of alternative financing models such as 

self-help groups and cooperative group banking schemes. This development has been 

led by institutions such as the Grameen Bank in Bangladesh, the BRI in Indonesia, and 

the SEWA in India as well as similar organisations in Latin America and Eastern 

Europe58. The concept of these institutions is to make microfinance available to the 

urban poor, the landless and the smallholders, from the perspective that a credit shortage 

is preventing people, especially women, from undertaking self-employment activities. 

The concept is based on social collateral and collective responsibility for repayment of 

loans as an alternative to financial collateral, thereby allowing the poor who are 

normally severely restricted in their access to credit and financial services to start doing 

so. Microfinance loans are typically very small, often below 500 USD but in some cases 

as low as one USD (Pitt and Khandker 1994:4; Rahman 1999:71; Eversole 2000:47). In 

58  The Grameen Bank is based on a pilot project in 1976 developed by Muhammad Yunus. The formal 
Grameen Bank was established as a chartered bank in 1983. The BRI was originally established in 1 895 
but started to microfinance services in 1984, whereas the SEWA Cooperative Bank was created in 1974 
(World Bank 1999b; 2006; Mosley 1996). 

74 



the case of the Grameen Bank, its success in reaching the poor has led to its replication 

in different forms in more than 56 countries and various donors and international 

agencies have taken on the microfinance concept. It is often included in the national 

Poverty Reduction Strategy Papers (PRSP) as a tool for promoting self-employment 

(Rahman 1999; ADB 20O0a; World Bank 1999b; Marcus and Wilkinson 2002). The 

alternative to financial collateral has also opened up opportunities for women, as 

whatever collateral there may be in a poor household is normally under the control of 

the man. Microfinance is therefore also viewed as a strong tool in empowering women 

(Pitt and Khandker 1994; Kabeer 2001; Berger 1995). While there are several large 

MFIs operating around the world, the Grameen Bank along with BRAC (Bangladesh 

Rural Advancement Committee) remain among some of the best known Microfinance 

Institutions (MFI) and as a consequence, a lot of research on microfinance focuses on 

MFIs in Bangladesh. 

Advocates of microfinance claim that its strength is that it enables the poor to work their 

way out of poverty and escape the exploitation of the moneylenders, who by charging 

exorbitant interest rates, limit the possibility and raise the costs of starting income 

generating activities. However, while the focus is often on the credit component of 

microfinance, the concept is much wider than solely provision of loans. Poor people 

without access to banks or savings institutions have limited options for saving. 

Providing the participants with savings facilities is as often as important to the clients as 

the loans themselves and can help protect the poor against income swings (Rutherford 

2000:2; ADB 1997:56). Microfinance programs are also often used in combination with 

social activities, offering benefits beyond the financial services such as health services, 

education and skills training, and can act as important networks in awareness raising, 

which often go beyond the participants (Amin et al 2001:1619; Kabeer 2003:110). Also, 

more recently, the microfinance concept has expanded into other areas such as micro-

insurance, where the participants are able to insure against, for example, drought, crop 

failure or death (Zeller and Sharma 2000). Microfinance is furtheunore seen as a means 

of gradually integrating the participants into the formal financial system (Carpio 2004; 

ADB 1997:48). 
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However, as this chapter shows, there is a growing body of literature which raises 

questions about microfinance's ability to reach the poorest of the poor and about its real 

impact. The latter largely depends on the strength and sustainability of the income 

generating activities which microfinance facilitates. The ability of microfinance to reach 

the poorest households is an essential issue concerning its effectiveness as a tool to 

alleviate child labour. However, before exploring the outreach and institutional set-up of 

microfinance, it is useful to briefly review the credit facilities otherwise available to the 

poor. 

5.2 Informal Credit 

In developing countries informal credit plays an important role for households and 

MSEs without access to formal financial services. Formal credit from commercial banks 

is not available to the vast majority of poor, often because the requirements in terms of 

initial deposit are too high for lower income groups to qualify, and the collateral 

requirements too strict59. Informal credit has been found to constitute 66 per cent of all 

rural credit and 45 per cent of urban credit in the Philippines (Ghate 1992:10 — 11). In 

India, informal sources account for an estimated 57 per cent of all credit in urban areas 

(Carpio 2004; ADB 1997:48). 

The types of credit available to the poor include advances from employers and inputs 

for production (for subcontractors), store credit, and cash loans from money lenders or 

pawn brokers. However, regardless of the source, they all come at a premium. Credit 

has in some cases also become a tool of exploitation: in return for credit individuals take 

on work but find themselves unable to pay off the debt, and as a result the individuals, 

and in some cases their whole family, are kept in virtual bondage which may be passed 

onto the next generation (PILER 2004:19; CS SR 2004:14). 

h1 the absence of formal financial service providers, alternative informal networks 

between neighbours or relatives are often created (Rutherford 2000). Through these 

informal networks small loans or credits can be obtained by those who live within a 

small geographical area such as a village or neighbourhood. These networks may be of 

59  Kabeer (1994:238) also mentions that timid poor (women) are unlikely to approach formal banking 
institutions, even if these would be interested in servicing them. 
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particular importance in rural areas where the financial infrastructure is less developed 

than in urban areas. The amounts are normally small, with a short repayment period, 

and the loans are frequently used for consumption purposes. The networks help protect 

against the income swings which day labourers and other informally employed people 

often experience (Ghate 1992:25). However, these informal networks rarely offer 

savings opportunities and the poor seldom have access to safe saving services. One 

exception though is the susu collectors in Ghana, but here the clients pay the susu 

collector for the privilege of keeping the savings60. Other forms of informal savings 

arrangements include rotating saving and credit associations (ROSCAS) where a group 

saves, on a weekly or monthly basis, and each member in turn gets the total savings 

(Ghate 1992:41; Levitsky 1991:12). While it acts as a savings arrangement, it also 

allows the members in turn to access money to start a MSE, or for other purposes. 

However, the very poor often find it difficult to be accepted into ROSCAS or to meet 

the savings requirements (Rutherford 2000:27). 

Moneylenders are a well known source of credit for the poor. They usually give short-

term loans for consumption or in emergencies, such as illness, to cover medical costs. 

They do not always require collateral, but their services are characterised by high 

interest rates (Pitt and Khandker 1994:4; Ghate 1992:26). While one of the advantages 

of the moneylender is fast access to credit, the initial loan usually requires some work 

from the loaner as he/she has to convince the moneylender of his/her credit worthiness 

(Buckley 1997:1084). However, once accepted, the clients normally have very fast 

access to subsequent loans (Ghate 1992:27). The very poor frequently have difficulties 

in convincing the moneylenders of their ability to service debt and therefore often find 

themselves excluded from their services (Buckley 1997:1084). 

The high costs of their services have led moneylender to be viewed as exploiters of the 

poor and those without other access to credit. The perception regarding moneylenders 

has, however, started to change in recent years, and they are now seen as providing an 

important service in a difficult environment, regardless of the charges (Abugre 1993:27; 

Sinha and Matin 1998:66). This is also underlined by moneylenders' preference for long 

60  The arrangements are described in the Ghana Cooperative Susu Collectors' Association (GCSCA)'s 
annual report (GCSCA 2004). 
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standing business relationships with their clients, and in some cases lowering the 

interest rate for long standing clients (Ghate 1992:27). It has, however, been established 

that moneylenders only play a minor role in financing the start up of enterprises, for 

which credit instead is provided through private savings and loans from relatives (Ghate 

1992:25; Buckley 1997:1082). The high interest rates charged by moneylenders further 

means that this source of working or start-up capital puts high demands on the profit 

rates of the MSE to make it viable (Pretes 2002:1342). 

The services of pawnbrokers require assets, and like the moneylender charge interest on 

the loan for which the asset functions as collateral. The loans are often small. A 

Philippine study found the average loan size to be approximately eight USD (Ghate 

1992:57 footnote 16). If the loan is not repaid within a given time the collateral is sold 

off. However, Ghate (1992:27) points out that pawnbrokers prefer to have their clients 

redeem the pawned items as this improves their chances of retaining their clients and 

maximises their income, which mainly comes from the interest the clients pay. 

Financial services are not easily available to poor households, and their possibility of 

obtaining credit for starting or expanding a MSE or other income generating activity is 

both limited and expensive. This restricts the ability of poor households, including 

households with child labour, to work their way out of poverty or to change the 

production methods which in turn forces them to rely on their children's labour in the 

household MSE. This suggests that microfinance could play a key role by providing 

credit. However, this depends on the ability of microfinance programmes to reach these 

households. 

5.3 Microfinance Institutional Structures 

As indicated above, inability to access financial services is perceived as a key obstacle 

preventing poor households from lowering household vulnerability and improving their 

income earning ability, thereby lowering or removing their reliance on children's 

financial contribution. Lack of collateral is often the main obstacle for the poor to obtain 

credit, and even rural poor with land often do not have title to the land or are facing 

other legal or tradition bound obstacles from using it as collateral (Pretes 2002:1342; 
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Khandker 1998a). The microfinance programs replace the need for financial collateral 

with so-called social collateral, where the participants are organised into small groups of 

5 — 30 members. The entire group act as a guarantor and the members are collectively 

responsible for the repayment of the individual member's loan in case of a default. The 

group set-up forms the core of the vast majority of microfinance programs. In most 

cases the participants organise themselves into groups. Self-selection has the advantage 

that the members know each other and trust each other to some extent, whereas groups 

created by the MFI may lack this trust, causing some members to drop out (Mayoux 

2000:28; Holvoet 2004; Panjaitan-Drioadisuryo et al. 1999:771; Rahman, 1999:78; Pitt 

and Khandker 1994:5). The majority of microfinance programs require members to 

attend weekly meetings, at which savings and loan repayments are collected by the MFI 

loan officer (Hulme and Mosley 1996:57). Some MFIs enforce strict discipline, with 

fines for non-attendance of meetings. While the lending arrangements vary between 

MFIs the most common approach is, after a period of saving, to provide small loans, 

which increase in size after timely full repayment by all group members. If a member 

defaults or otherwise is unable to meet the repayment requirements, the entire group is 

penalised (Mosley1996:45; Panjaitan-Drioadisuryo et al. 1999:771). For this reason, 

self-selecting groups can exclude the poorest and most disadvantaged (Mayoux 

2000:17). Coleman (2002:9), in a study of two Thai villages, finds that the probability 

of being accepted into a group and thereby gaining access to a microfinance program 

increases with income. The exclusion of marginalized groups is further discussed 

below. However, well functioning savings groups are a criterion for the sustainability of 

the MFI programme. As von Pischke (1996:236) points out, unsustainable savings 

programs may result in the poor losing their savings. 

5.3.1 Types of Programs 

There are generally two ways that microfinance programs can finance their loan capital: 

either through savings, or through grants (or a combination of the two). Grants are 

normally made by donors or governments. Savings based MFI do not receive outside 

capital but instead only rely on savings mobilisation among group members to 

accumulate capital for loans. In contrast, grant based programs have capital transferred 

from outside and are therefore able to provide loans instantly rather than having to 
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accumulate savings first. In some cases, grant based programs also offer lower interest 

rates and can subsidise operating costs through the grants rather than through income 

from microfinance activities. Larger well-established MFIs that are expanding into new 

geographical areas may have sufficient capital to supplement local savings mobilisation. 

Also some MFIs may be able to obtain credit through commercial banks as is the case 

with a number of MFIs in Kenya61. This approach is mainly used to supplement savings 

based MFIs where the savings mobilisation is insufficient or where the MFI is legally 

prevented from accepting savingsG2. However, this approach increases the cost to the 

poor as they have to cover both the interest of the commercial bank loan and the 

operating costs of the MFI. 

The source of funding may also influence the sustainability of the programs. von 

Pischke (1996:236) quotes empirical evidence, which suggests that savings financed 

credit programs have greater sustainability than donor funded. There are also indications 

that subsidised credit programs have more difficulty in succeeding than non-subsidised 

programs, and that subsidising credit undermines savings mobilisation (Morduch 

2000:620). That being said, many microfinance programs are unable to meet their 

operating costs, and are substantially subsidised, especially those with clear social 

objectives63. However, the majority of even grant-based programs require some savings 

for the participants to show commitment and ability to save money before loans are 

taken out. The grant enables the MFI to shorten the savings period and savings 

requirements of the members, and can often provide subsequent loans without any 

delays, unlike savings based programs where the capital restrictions occasionally force 

members to wait their turn for loans (ADB 1997:41; Morduch 2000:618,620). 

Subsidised interest rates make microfinance programs attractive to the non-poor as they 

may be able to borrow at lower rates than through other sources of credit. While 

subsidised rates may attract the non-poor Morduch (2000:624) points out that it does not 

61  Faulu and Jamii Bora Trust are examples of this (ESGC 2003). 
62  MFIs, which are registered as NGOs rather than financial institutions, are frequently legally prevented 
from mobilising savings and instead have to rely on loans or donor grants (ADB 2000a). 
G3  Dunford (2000:41) refers to financial sustainable MFIs with social objectives as the holy grail of 
microfinance, understood as an illusive goal. 
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in itself need to lead to mis-targeting64. If the difference between the commercial and 

the subsidised rates is kept small enough the non-target group may not consider it worth 

the effort. Also, there are arguments for initially subsidising microfinance programs 

under special circumstances, such as when targeting very vulnerable groups, as these 

programs face greater obstacles in becoming financially self-sufficient than programs 

aimed at the slightly better off. The example given by Dam et al. (2005:152) concerns 

newly released bonded labourers. 

The ability to save, without having to take out loans, is also important, particularly for 

the poorest of the poor, as they often are highly risk-averse and reluctant to obtain loans. 

Savings enable them to build up assets without the risk associated with credit, but lack 

of savings institutions often makes this difficult for the poor. However, most MFIs are 

not designed to meet the savings needs of the poor. The MFI's financial viability 

depends on expanding the loan portfolio rather than savings mobilisation, and most 

savings components are not designed to cover costs. Often microcredit institutions force 

members out if they do not wish to take out loans but only save (ADB 1997:56; Pretes 

2002:1342; Morduch 2000:625). 

It has been suggested that there may be a trade-off between reaching the poorest of the 

poor and achieving institutional financial self-sufficiency as the cost of processing and 

collecting a large loan is essentially the same as for a small loan, but the returns are 

much greater on the larger one65. However, this is contested by Gibbons and Meehan 

(2000:4) who argue that, while the cost may be greater in the short term, in the medium 

to longer term, the loans taken out by poor the clients would become bigger, thereby 

making them profitable clients (Hulme and Mosley 1996; Pretes 2002:1345). While 

Morduch (2005:7) finds indications that that the more poverty oriented the MFI, the less 

likely it is to be financially sustainable, recent research by Marconi and Mosley (2006) 

suggest that there is an inverse correlation between recovery rates and the income levels 

of the MFI's target group. 

64  Mis-targeting is the inclusion of (non-poor) persons not part of the intended target group (see Zaman 
1998, or Martin 1998). 
65  Morduch (2005:16 — 17) provides an example of BRAC, which is unable to cover costs on loans below 
78 USD at 30 per cent interest per year. On smaller loans BRAC effectively needs to charge interest rates 
of 40 per cent per year to cover costs. 
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Often MFIs offer various benefits in addition to financial services. These range from 

business skills development and accounting to awareness campaigns, health and 

educational support. However, the cost of these services often makes it difficult for the 

MFI to provide them unless they are subsidised. The ADB (1997:38) finds the provision 

of non-credit services to be of significance as credit is less relevant for the poorest of the 

poor than skills training. The combination of credit and non-credit services also 

facilitates some groups' participation. Hashcmi et al. (1996:648) find that in Bangladesh 

most women would probably not be allowed by their husbands or male relatives to join 

if the programs only provided education or social benefits. However, the prospect of 

loans facilitates women's participation (Halder 2003:45; Kelly 2001:18). 

The design of the programs may actively encourage or discourage the participation of 

the poorest households. In particular the requirement of some MFIs that members take 

out increasingly large loans appears to be a significant deterrent for the poorest 

households. Alternatively, by providing other benefits such as training, the programs 

may both influence the ability of women to participate and also increase the success of 

income generating activities started through microfinance. 

5.3.2 Targeting and Exclusions 

Microfinance programs face a dual problem, to attract the poor but prevent the non-poor 

from participating, especially in subsidised programs66. While programmes seek to 

target the poor and screen out the wealthy the majority of programmes do not have strict 

criteria regarding assets for eligibility. Also in some cases eligibility may not be solely 

based on financial criteria, but also on more personal characteristics such as 

trustworthiness, which affect a person's chance of being accepting into a savings group. 

Furthermore, better off households are also discouraged through programme design, 

with small loan sizes and high opportunity costs of frequent group meetings (Mathie 

2002:19; Coleman 2002:6; Hulme and Mosley 1996:36). However, as suggested by 

Coleman (2002) these measures may not be that effective, and the better off may be 

more likely to be accepted into groups than the poorer households. In general, it appears 

66  The participation of non-poor in subsidised programmes means that (part of) the subsidies do not reach 
the intended target group: the poorest. Instead the subsidies benefit the non-poor participants through low 
interest rates. 
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that mis-targeting is common and microfinance is not solely directed towards the poor. 

An estimate for BRAC found that 15 — 20 per cent of households belong to non-target 

groups (Montgomery et al. 1996:129). Other studies find even higher levels of mis-

targeting. An ADB (1997:93) study found that about 15 per cent of the participants in a 

large microfinance programme in Indonesia were below the poverty line. Studies quoted 

by Murdoch (2005) found that among MFI participants in three countries67  about 15 per 

cent were the poorest, whereas figures for Bangladesh indicate that about 44 per cent of 

the participants were among the poorest. Khandker (2003) also using data from 

Bangladesh finds that 60 per cent of the participants are poor and had little land and 

little or no formal education (Khandker 2003:13; Coleman 2002:19; Zaman 1998:60; 

ADB 1997:93; Amin et al. 1999:17; Morduch 2005:7). Zaman (1998:63 — 64) suggests 

that non-targeted members may still be poor, just not the poorest of the poor, and also 

points out that the inclusion of non-target groups may increase the savings mobilisation 

of the MFI as this group can save more than the poorest of the poor. 

Several programs advocate targeting women. A microfinance program that targets 

female-headed households would have more success in reaching the poor and 

vulnerable than one that targets the landless (Amin et al. 1999:21). It is widely held that 

an increase in women's income will have greater impact on the well being of the 

children and household than a similar increase in a man's income (Rahman 1999:72; 

Buvinic and Gupta 1997:25; World Bank 2005:53). Female headed households are 

often more vulnerable than male headed households and typically have higher incidence 

of poverty (Lampietti and Stalker 2000:25; Buvinic and Gupta 1997:267; Amin et al. 

1999:14). Buvinic and Gupta (1997:268) quote a study that found that in the Philippines 

a greater percentage of children in female-headed households were malnourished than 

in other households. The preference for targeting of women may also arise from the 

perception that women are more reliable and responsible payers than men. A number of 

studies, including Mayoux (2000:25) and Panjaitan-Drioadisuryo and Cloud (1999:771) 

have found that women are good loan takers in the sense that their repayment rates are 

high, whereas, for example, Bangladeshi men are generally considered to have poorer 

financial discipline and lack commitment to savings groups. Goetz and Gupta (1996:55) 

G7  Kazakhstan, Peru and Uganda. 
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suggests that the lower repayment rate of men may arise partly from the more risky 

nature of investments in which they engage than women, as well as a response to the 

example set by wealthy land owners who default with impunity on loans. 

While microfinance is considered a valuable tool to reach and support the poor there are 

indications that the poorest of the poor are often excluded from the programs. The 

difficulty for microfinance institutions in reaching the poorest of the poor arises in some 

cases from the structure of the programs. Group lending may attract the poorest of the 

poor because there is no collateral requirement, but they still often find it difficult to get 

accepted into savings groups (Eversole 2000:49; Coleman 2002:19; Mathie 2002:19). 

However, self-exclusion is often a more important factor than inability to join a group. 

One survey of the Grameen and BRAC programs in Bangladesh finds that only 13 per 

cent of the poorest of the poor who wanted to join are not accepted into a group (Zaman 

1998:60). Rather the majority of the poorest of the poor excluded themselves, primarily 

because of risk-aversion as they have little or no means of absorbing a negative 

financial shock (Zaman 1998:60; Eversole 2000:49; Hunt and Kasynathan 2001:48; 

Zeller and Sharma 2000:144). The ADB (1997:12) suggests that the poor self-exclude 

as they realise that microfinance funded activities may not be the right solution for 

them68. In addition to the self-exclusion, it appears that the poorest of the poor are often 

not informed of the programs and are unaware that the services exist or are intended for 

them (Gibbons and Meehan 2000:9; Coleman 2002:19). Whatever the reason, the result 

seems to be that the poorest of the poor are underrepresented in microfinance 

programs69  (1Iuhme and Mosley 1996; Khandker 1998b:17; Montgomery et al 

1996:155). 

As mentioned earlier, the design of the individual microfinance programme also has a 

significant impact on its ability to attract the poorest of the poor. Requiring participants 

to borrow is one issue, but alternative designs where the participants only borrow 

68  The ADB (1997:12), however, also suggests that the better off poor exclude themselves as they view 
the poorest of the poor as too risky to cooperate with. 
G9  Montgomery et al. (1996:155) find in Bangladesh that the poorest of the poor are underrepresented in 
BRAC. Khandker (1998b) finds similar results, also for Bangladesh. 
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against their own savings protect the poor against defaults from other group members 

and limit their exposure to risk (Mathie 2002:19; Eversole 2000:49). Flexibility is 

similarly important. Programs which enforce strict weekly repayments or savings have 

problems attracting and maintaining the participation of the poorest of the poor, though 

the ADB (1997) highlights weekly repayments as essential for keeping payments small 

and to maintain repayment discipline (ADB 1997:10; Hunt and Kasynathan 2001:48). 

Microfinance does however, by design, exclude certain groups of the poorest of the 

poor such as homeless families. The need to have a fixed residence effectively prevents 

this group from benefiting. Other groups also find themselves excluded. In Bangladesh 

young unmarried women are often excluded due to the fear that they will marry and 

leave the village before repayments have been completed (though some programme 

such as BRAC do allow unmarried women to become members). Likewise, the ill and 

infirm are also often unable to join (Rozario 2002:69; ADB 1997:11; Evans et al. 1999: 

420; Montgomery et al 1996; Hulme and Mosley 1996:132). 

One specific criticism regarding microfinance programs is that while they do provide 

loans at a lower interest rate than moneylenders, their rates are often still much higher 

than market rates, which means that the poor end up paying a premium for the credit. 

Also, hidden costs of borrowing, such as attending frequent meetings, further raise the 

required return from investments, making it difficult for the participants to break even 

(Akhter 2001:53; Khandker 1998a:75). Morduch (2000:621) notes that while the poor 

may be able to pay high interest rates there are also many household that are unable to 

do so. 

To participate in a microfinance programme, and benefit from loans, the household 

needs not just a minimum of education and a business idea, but also sufficient resources 

such as time to attend meetings, cash reserves for savings, and the energy and 

motivation for education and planning activities70. Credit may therefore be insufficient 

and inappropriate for alleviating extreme poverty, and the ADB suggests that for the 

poorest of the poor other measures such as food stamps and income transfers may be 

70  Evans et al. (1999:427) find lack of education to be a significant constraint on microfinance 
participation. 
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needed rather than credit (ADB 1997:12; Evans et al. 1999:420; Montgomery et al 

1996:147). 

One of the consequences of the fact that microfinance has difficulty in reaching the 

poorest of the poor is that while it may contribute to reducing poverty, it may also 

increase inequality as the poorest of the poor are excluded (Copestake 2002:753). It is 

clear that exclusion, either voluntary, or by programme design is a serious issue in 

microfinance and its ability to affect the most marginalized of the poor. This further 

means that to the extent that the MFIs are offering additional non-financial services or 

benefits to their members the poorest of the poor find themselves excluded from these. 

It also means that any subsidies provided to these MFIs will not benefit the poorest of 

the poor. However, some, including Dunn and Arbuckle (2001:29,31) argue that non-

participants will benefit through employment with those who do take out loans and 

expand their business and therefore need hired labour, though others, among them 

Montgomery et al. (1996:137) and Wydick (1999), raise doubt about the impact of 

microfinance on non-household labour demand (see also Chapter 5.5.3). 

The apparent difficulty of microfinance in reaching all of the poorest households means 

that this approach to alleviating child labour among these households is likely to be less 

effective than among more resourceful households. This does raise questions about the 

effectiveness of microfinance to effectively target child labour. As a minimum it 

suggests that microfinance may only be a suitable approach for alleviating child labour 

in some households — though improved designs specifically targeting risk adverse 

groups could increase the appeal of the microfinance programs. However, in assessing 

the effectiveness of microfinance to address child labour it is clearly also necessary to 

analyse the impact on the households which do participate. 

5.4 Impact of Microfinance 

While the issue of participation by the poorest households is one issue, another is the 

impact that microfinance participation has on the household, and in particular on the 

poorest households most likely to have child labourers. One common method for 

assessing impact has been to focus on the repayment rate of the loans provided by the 
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MFIs. The argument for using this as an indicator of success is to some extent based on 

the assumption that if poor people are able to repay their loans, they must be benefiting 

from it. It is a simple indicator that is easy to compile and also important as repayment 

rates affect the long-term sustainability of the microfinance programme. Some 

microfinance programs show repayment rates above 90 per cent, which is seen as a 

proof of their effectiveness71. However, the repayment rate does not provide much 

infoiination about the actual financial impact on the participants. Repayment obligations 

can be met through a range of ways other than increased income. Members can 

capitalise assets or cover repayment by additional loan taking. Sinha and Matin 

(1998:75) find in their study that 45 per cent of informal credits obtained by target-

group members are used to repay microfinance loans. Furthermore, focussing on 

repayment rates means also that non-financial impact such as empowerment will be 

excluded from consideration (Kabeer 2001:83; Pitt and Khandker 1994:5; Gibbons 

2002:11; Berger 1995:211; Panjaitan-Drioadisuryo and Cloud 1999:771). 

5.4.1 Impact on Income 

Moving beyond repayment rates and instead looking at microfinance programs' impact 

on participating households' income produces a more diverse picture. Several studies 

have found that participants in microfinance programs experience higher increases in 

their income levels than those who do not participate (Khandker 1998a; Montgomery et 

al. 1996:138). However, the actual increase and the range and percentage of participants 

who benefits vary between studies. One study from Bangladesh finds that 90 per cent of 

the participating households benefit enough to move them above the poverty line 

(Khandker 1998a), whereas Copestake (2002:753) find that in a Zambian microfinance 

programme less than a third of households increase their income. A study from 

Indonesia on the other hand finds income increases among participations of up to 112 

per cent (Panj aitan-Drioadisuryo 1999:775). Halder (2003:49) found that participating 

in BRAC's programme helped 25 per cent of the participants to move out of poverty 

(during a four year period), compared to 16 per cent of non-participants, and an 

71  Though questions have been raised about the accuracy of the reported repayment rates. Morduch 
(1999:232) found that the Grameen Bank accounting method overstated the repayment rate by three to six 
percentage points. Similar findings have been made for BRAC and TRDEP (Montgomery et al 
1996:154). 
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additional ten per cent moved from extreme to moderate poverty, compared to 8.6 per 

cent of non-participants. Khandker (1998a:56) has similar findings, also from 

Bangladesh, with 21 per cent of the participating households in a study managing to 

raise themselves out of poverty within 4.2 years of joining a microfinance programme 

or on average five per cent of participants per year. However, as pointed out by 

Montgomery et al. (1996:146), the performance of the programme may also depend the 

economic capabilities of the members: those programs with fewer of the poorest of the 

poor as members record more significant impacts, with their members, on average, 

graduating out of poverty. Hulme and Mosley (1996:109,113) find that while well 

designed microfinance programs can increase household income, the effect appears to 

be stronger for the middle and upper poor. Khandker (2003:21) finds that microfinance 

has significant impact on the extreme poor and helps increase non-food consumption 

and non-land assets. However, a study by Matin and Hulme (2003) suggest that 

increases in income arising from microfinance participation may be non-sustainable, 

with their study finding a 60 per cent drop in income within three years of the 

programme coming to an end72  (Matin and Hulme (2003) quoted in Murdoch 2005:18). 

One general criticism of impact studies of MFIs is that few of the studies provide 

comparable and reliable evidence on income, occupation and loan use of participants 

(Morduch 2000:618; Mosley and Hulme 1998:784). 

The financial impact also varies according to gender. Women's return from MSE 

investments is significantly lower than men's. One study found that women's 

investment from microfinance in income generating activities provides an average 

return of 145 per cent compared to an average return of 211 per cent for men (Matienzo 

1993, quoted in Goetz and Gupta 1996:57). There may be several different reasons for 

this, related to the type and location of income generating activities which women 

choose or are restricted to. Also, as pointed out by Mayoux (1998:41), women are not a 

homogenous group and the impact of loans is likely to vary depending on the initial 

72  The programme provided loans, training and food subsidies. When the programme came to an end, 
households started to sell off assets and use the loans to purchase food, thereby undermining their income 
generating activities (Matin and 1-lulme (2003) quoted in Murdoch 2005:18). 
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resources and situation of the woman. The better off may focus on increasing profits 

whereas the poor may be more concerned with guarding against potential crisis73. 

The impact of microfinance programs may, however, also show itself in other ways — 

for example, by contributing to households' ability to acquire assets and thereby 

increased financial security (Montgomery et al 1996:139; Khandker 1998a:47). This 

ability may also provide a buffer in case of hard times, by enabling the household to 

acquire assets and savings, thereby alleviating the impact of a crisis through enabling 

households preserve or re-acquiring productive capital (Ferreira et al. 1999:13). 

Microfinance participation can also help to diversify labour supply across seasons, 

which in turn helps to alleviate reduction in consumption in some seasons, though its 

effectiveness in alleviating larger shocks is questionable, particularly in view of the 

vulnerability of the MFIs themselves. Hulme and Mosley (1996) also point out that 

seasonal problems of low demand for labour, products and services are not themselves 

reduced by the provision of financial services (World Bank 2001:32; Morduch 1998:3; 

Hulme and Mosley 1996:120). 

Microfinance requires an entrepreneurial skill, which few poor people may possess 

(Khandker 1998b:17). This means that in order to make an actual profit and improve 

livelihood the income generating activity will have to be growth oriented to make an 

impact (Khandker 1998a:75). Osmani (1998:35) found that households only registered a 

positive impact from a Grameen Bank loan when it was used for self-employment in 

non-farm activities, that were the primary occupation of the household. 

The potential impact of a microfinance programme also depends on the resources 

- available to the participants. The poorer and more vulnerable the participants, the more 

factors can affect the outcome (Montgomery et al 1996:149). Montgomery et al. 

(1996:153) suggest that there is a minimum economic level for households under which 

credit alone is unlikely to ensure graduation of a household out of poverty. This level is 

determined by several factors such as reliable economic income, good health, absence 

of pressing debt, lack of major upcoming expenses such as marriage, and resources to 

73 Women's involvement in MSEs is further discussed in Chapter 5.5.2. 
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address unexpected expenses. Likewise, the ADB (1997:5) finds that for the 

microfinance loans to have a long-term sustainable impact, the household needs to be in 

good health, to have a reliable source of income, to service repayments, and to be free 

of pressing debts. 

The increases in income from participation in microfinance programs also translate into 

increased per capita consumption, improved nutrition, increased non-land assets for 

women, higher levels of school enrolment for children, and transfer of women's labour 

supply to productive activities (Khandker 1998a:98; Panjaitan-Diroadisuryo and Cloud 

1996:776). Loans are frequently found to have a positive impact on food expenditure, 

especially credit given to women, though Buvinic and Gupta (1997:268) found mixed 

results on female headship. However, while microfinance may increase household 

expenditure on food, it frequently does not change the structure of household 

consumption, with food still accounting for more than 80 per cent of expenditure 

(Montgomery et al 1996:138; Pitt and Khandker 1994:38). The positive effects of 

microfinance identified by Pitt and Khandker (1994) are questioned by Morduch 

(1998:23) who finds negative marginal impact on consumption for members. 

The impact of microfinance participation on schooling is generally positive, though the 

impact may vary with the gender of the loan taker. Microfinance participation in 

Bangladesh has positive effects on school enrolment for boys, regardless of the sex of 

the loan taker. However, for girls the result of women taking out a loan is positive but 

smaller than for boys, and if it is a male loan taker there is no effect on girl's school 

enrolment (Khandker 1998a:49). It is also found that the increase in income resulted in 

an increase in parents' aspirations for the children's education (Panjaitan-Diroadisuryo 

and Cloud 1999:777; Pitt and Khandker 1994:46 — 47). However, Morduch (1998:30) 

analysing data from three Bangladeshi MFIs does not find any increase in children's 

school enrolment for microfinance participants74. Others find mixed results, with some 

studies reporting a positive effect on education from female-headed households, and 

others reporting a negative effect (Buvinic and Gupta 1997:269; Wydick 1999). 

74  The results by Morduch (1998) are contested by Pitt (1999) quoted in Khandker (2003), who suggests 
that the findings showing increased poverty as a result of microfinance result fi-om applying the wrong 
statistical method in the analysis of the data (Khandker 2003:4 footnote 1). 
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The impact of microfinance also depends on the extent to which the loans are put to 

productive purposes. The ADB (1997) found that loans are often divided and in some 

cases used for up to three or four different purposes. On average between a quarter and 

one third of the loans are used fully or partly for non-productive purposes. Non-

productive purposes include payment for medical expenses, consumption and purchase 

of land or household commodities. Furthermore, loans are likely, at least partly, to be 

used to repay other debts. However as argued by the ADB (1997), the use of 

microfinance loans for consumption is not necessarily problematic if it means the 

prevention of asset loss, a view that is shared by Hulme and Mosley (1996). Sinha and 

Matin (1998:67) find that in a Bangladeshi village a large part, up to 78 per cent, of 

microfinance loans is used for consumption and debt servicing. The diversion of 

microfinance loan capital to smoothing consumption both increases the likelihood of 

cross financing from informal sources to sustain the microfinance line of credit, and 

lowers the impact of the loan on future income as a smaller part is put towards that use 

(ADB 1997:4 — 7; Hulme and Mosley 1996:94; Sinha and Matin 1998:67,71,76). The 

negative impact on income generation, which arises from partly diverting loan capital to 

other purposes, is exacerbated by the reluctance of poor participants to take out larger 

loans. The result is that frequently the amount of capital used for income generating 

purposes is small and rather than being used for investment in new technology or hiring 

of workers, or other measures which could generate increased future income, is used for 

working capital (Mosley and Hulme 1998:787). 

The results of microfinance are, however, not always positive. Hulme and Mosley 

(1996:121) found that a minority of borrowers become worse off as a result of 

borrowing. There are a range of causes for this. As mentioned by Hulme (2000a:26), 

poor people working in low-return MSEs in saturated markets that are poorly developed 

and in which economic and environmental shocks are common, can easily face great 

difficulty in repaying loans75. However, a negative outcome of microfinance is not 

necessarily limited to business failure. Illness, loss of control over loan, and other 

external factors can all result in severe negative repercussions for the household 

(Rahman 1999). Sinha and Matin (1998:73) find that a number of participants feel 

75  The issues relating to MSEs are further discussed in Chapter 5.5. 
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themselves trapped in a spiralling debt cycle with combinations of microfinance and 

informal loans. A study by Haider and Hussein (1998) suggests that the poorest 

members of BRAC have to sell off assets to service debt, thereby increasing their 

vulnerability, and that they are more likely to use their loans for less productive 

activities and consumption (Halder and Hussein (1998) quoted in Hunt and Kasynathan 

2001:46). Some authors argue against the poor having to expose themselves to debt, in 

an attempt to improve their economic conditions (Kelly 2002:4; von Pischke (1992) 

quoted in Hulme and Mosley 1996:3). Rather they find that the provision of 

microfinance is not sufficient to effectively eliminate poverty, but should been seen as a 

part of a strategy, not the strategy itself. The poorest of the poor need a package that 

combines both protection and promotion of income generation strategies (Hulme 

2000a:28; Hulme and Mosley 1996:3; Halder 2003:47; Zaman 2004:18). 

It is clear that microfinance may directly facilitate increases in household income and 

assets. There are also indications that the increase in household income may, as 

suggested in Chapter 4, translate into increased expenditure on education. However, 

there are also suggestions that the households which do manage to increase their income 

are not the poorest households. For the poorest households, lack of resources and skills 

may present obstacles preventing them from successfully benefiting from microfinance 

participation. In those cases microfinance may even have adverse effects, leaving the 

participants in a worse situation than before participating. The ineffectiveness of the 

participation of the poorest households in microfinance programs clearly raises 

questions about the ability of microfinance to positively affect all households with child 

labour. Also, the need for skills and resources to successfully benefit from microfinance 

furthermore raises the question whether microfinance affects child labour differently in 

households that already have a MSE and those which do not. 

5.4.2 Empowerment and Labour Distribution 

In addition to the direct financial impact of the microfinance programs there are also 

other less tangible effects that go beyond poverty alleviation. The targeting of women 

can have profound effects on their status in the household, especially in societies where 

they traditionally have few resources under their own control. I-Iowever, their 
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involvement in additional activities raises the question of distribution of labour within 

the household and the sharing of additional workload. 

There are a range of studies which suggest that women's position in the household is 

improved when they gain access to credit, and that microfinance offers ample potential 

for empowerment (Panjaitan-Drioadisuryo 1999; Kabeer 2001). Microfinance can 

especially have a positive effect on women's empowerment in a traditional society such 

as Bangladesh. The empowerment takes place through women's increased market 

activity and strengthened economic role, which also enable them to be included in the 

informal credit networks (Hashemi et al. 1996:645; Pitt et al. 2003; Kabeer 2001:72). 

Kabeer (2001:73) found that female borrowers in Bangladesh have a greater say in 

household decision making than women who have not taken out loans. Furthermore, 

their financial contribution to the household may result in increased recognition of their 

contribution to the household (Montgomery et al 1996:172). Women's empowerment 

also takes place through the registration of items in their names, which are bought with 

loans, rather than in their husbands'76  (Mayoux 2000:25). Women's access to credit 

may also increase their bargaining power within the household (Khandker 1998a:13), 

though Osmani (1998:36-37) finds that participation does not have any impact on 

household decision making, beyond family planning. 

Credit may empower women but it is far from certain to always do so, and as argued by 

Ackerly (1995:56) and Hulme and Mosley (1996:128), it should be viewed also as a 

liability, which has to be paid back. While borrowing may increase household income, 

obtaining loans may leave the women exposed to their husband's willingness to give 

them money for repayment, especially if the husbands control the income generated 

from the loan77. Furthermore, women generally have low absorption capacity of credit 

which in turn may make them dependent on their husbands to make better use of the 

credit (Osmani 1998:37; Ackerly 1995:59). Copestake (2002:752) reports that Zambian 

female participants generally find their husbands supportive, until the woman has to 

76 However, as pointed out by Rozario (2002:69) this also has the benefit of protecting the bank in case of 
default as it can take possession of the items. 
77  Institutional limitations on women's access to markets may mean that income enters the household as 
income earned by the husband, regardless of who in the household put in the work (Ackerly 1995:59). 
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cover the default of other members, or pay a penalty, in which case the support vanishes 

quickly. Empowerment may also depend on woman's success in investing the loan. 

Women in a Zambian MFI who succeed with their loans and no longer require 

assistance from others feel more independent, whereas those who are less successful 

feel as or more dependent on others (Copestake 2002:752). The female participants in a 

microfinance programme in Nigeria do not find that participating is a reason to start to 

seek equality with men. Rather it is found that the programme only contributes to 

marginal improvements in women's empowerment by pushing the boundaries slightly 

(Izugbara 2004:80). 

The ability of microfinance to empower women also depends on their ability to actually 

maintain control over it. There is strong evidence that women do not always manage to 

control all or even part of it. Goetz and Gupta (1996:49) find that 37 per cent of female 

loaners in survey in Bangladesh retain full control over the loan, while the remaining 63 

per cent relinquish part or full control of the loan to other family members. Similar 

findings are made by Rahman (1986) who suggest that 25 per cent of female Grameen 

Bank borrowers transfer half or more of their loan to a male family member (Rahman 

(1986) quoted in Montgomery et al 1996:169). Furthermore, a Grameen Bank study 

found a tendency for women to transfer greater proportions of successive loans 

(Montgomery et al 1996:170). Women may also join the MFI at the request of their 

husbands. The majority of women (60 per cent according to one study by Rahman 

(1999:77) are asked to join the Grameen Bank by their husband. In one BRAC survey it 

was found that in 25 per cent of cases, it was a male who decided the woman should 

take out the loan (Montgomery et al 1996:169). To the extent that the women's loans 

are used to invest in their husbands' enterprises, they become highly dependent on men 

for repayment (Mayoux 1998:41). However, in general, women's control over the loan 

is greater when it is invested in "traditional female activities" (Hashemi et al. 

1996:643,647). The difficulty some women face in maintaining control over the loans 

raises questions about the empowerment potential of microfinance78  (Goetz and Gupta 

1996:61 — 62). 

78  Kabeer (2001) however contests some of the finding of Goetz and Gupta (1996), especially concerning 
the empowerment potential of microfinance. The difference between the findings, as has been pointed out 
by Hunt and Kasynathan (2001), may result from the fact that Kabeer's research focussed on a better off 
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Hunt and Kasynathan (2001:45) also suggests that NGOs may present a more positive 

picture of empowerment impact than actually occurs by using phrases such as joint 

control of loans, even when the woman merely takes out the loan and hands it over to 

the husband. Ackerly (1995:67) on the other hand suggests that empowerment may be a 

secondary priority of the NGO after repayment rates. 

A separate feature of women's empowerment is the indication that women's 

microfinance participation in Bangladesh leads to a reduction in beatings and other 

forms of domestic violence (Hashemi et al. 1996:648 — 649; Schuler and Hashemi 

(1994) quoted in (Hulme and Mosley 1996:128). This may be a result of the access to 

loans that benefit the household (and raise the woman's status), as well as the woman's 

wider social network arising from microfinance participation (Hashemi et al. 1996:648; 

Kabeer 2001:72; 2003:110). However, Goetz and Gupta (1996) fmd that in some cases 

microfinance increases violence as a consequence of defaulting or arguments over 

money. Akhter (2001:53) suggests that women continue to be exposed to abuse, though 

not from the husband but instead from fellow group members and loan officers. 

Montgomery et al (1996:167) quotes Roy (1992) in finding no differentiations in the 

patterns of violence against women between members and non-members of BRAC. 

However, Buvinic and Gupta (1997:269) suggest that the possible increase in conflict 

arises from women seeking to increasingly influence household decisions on issues such 

as children's education. On the other hand, Hunt and Kasynathan (2001:44) suggest that 

husbands treat their wives better because they view the loans the wives obtain as an 

income source for themselves. 

While targeting women increases their access to informal financial services, Johnson 

(1998) finds that few programs seek to address the legal obstacles, gender division of 

labour and cultural norms which also affect women's access to financial markets. The 

programs, such as BRAC, which have attempted report limited impact on social norms 

group of microfinance participants than those researched by Goetz and Gupta (1996). As also noted by 
Hunt and Kasynathan (2001:44), comparisons are difficult as the different researchers use different 
interpretations and measures of empowerment. 
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through awareness raising and educational courses (Montgomery et al. 1996:167; 

Johnson 1998:27; Mayoux 1998:41). 

When access to microfinance services enables women to engage in or increase their 

engagement in MSEs, there is often an increase in the household's demand for labour. 

This can either be met through a redistribution of tasks within the household to increase 

the workload of other household members, or it can all be met by the woman. Khandker 

et al. (1998:118) find that programme participation allows women who are un- or 

under-employed before or only involved in household chores to become self-employed 

in MSEs created through microfinance. There is general consensus that women's 

involvement in microfinance programs leads to an increase in their labour supply, 

though Khandker (1998a:48,51) finds that for men their involvement appears to lead to 

a decrease in labour supply. The increase in labour supply may come at the cost of 

leisure time, but Kabeer (2001) find that most women do not view that as negative 

(Kabeer 2001:71; Khandker 1998a:48; Pitt and Khandker 1994:47,36). As pointed out 

by Mayoux (1998:41) women's involvement in microfinance is likely to have both 

negative and positive impacts. They may gain control over part of the income they now 

earn, but face increased workload. Ackerly (1995:66) finds that the risk of increasing 

women's workload and subsequent overwork and fatigue means that additional tasks for 

women should not be the focus of empowerment efforts. 

The increased labour supply for women as a result of microfinance participation should 

also be seen in relation to the discussion in Chapter 3.2.3 on labour substitution within 

the household. When women's workload increases there is a significant possibility that 

children may be relied upon to support or take over part of the mother's responsibilities. 

There are few studies which look directly at the possible link between microfinance and 

household labour distribution. One exception is an Indonesian study, which finds that 

the women continue to do almost all types of household work. However, the husbands' 

involvement in household work increases as they take over some of the tasks, including 

childcare, and housecleaning. Likewise, daughters increase their involvement in 

housework, whereas for sons, their tasks and the amount of time they spend on them 

remain unchanged (Panjaitan-Drioadisuryo 1999:776). 
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The empoweinient of women apparently arising from microfinance participation, 

reflects the predictions by both the Feminist Theory and the Bargaining Model 

discussed in Chapter 4. It also suggests that the woman may increase her influence on 

the education of her children (girls), which is in part supported by the findings in 

Chapter 5.4.1 that credit to women in some cases increases children's (girls') school 

enrolment. However, at the same time, while the woman increases her say in the 

household because of microfinance participation, there is also a clear impact on labour 

demand in the household with clear gender divisions. This suggests that while 

microfinance may have a positive impact on children's school enrolment it may also 

contribute to an increases involvement in household (non-economic) work as the 

children, most likely girls, act as labour substitutes, taking over part of the woman's 

tasks. It is not clear to what extent it will be the same children who benefit and act as 

labour substitutes. 

5.4.3 Exit from Microfinance 

The retention rate among MFIs is often relatively low with many participants dropping 

out, frequently within the first year. While leaving the microfinance programme results 

in the participant being excluded from the services, exits as a result of defaulting may 

have serious consequences on the participant and his or her household. 

The decision to leave a programme is often a result of outside factors which do not 

relate to the programme itself, such as moving. However, members also drop out 

because of difficulties in meeting the financial obligations (Joyas and Alip 2003:89). 

Copestake (2002:753) finds that in one programme about half of the members struggled 

to service their debt and exited the programme within one year of joining. Montgomery 

(1996:292,297) gives examples of members who are forced out by the group because 

they do not meet the savings requirements. The cash flow problems can also lead to 

extensive informal borrowing to meet repayment obligations79. Poor people, in addition 

to low incomes, are also at risk of sudden events which perpetuate poverty, such as 

illness, medical expenses or other events which drain their limited resources and assets 

79  Simanowitz (1999:177) quoted in Pretes (2002) finds that the expectation of obtaining further loans 
makes refinancing repayment attractive through other loans, and subsequently use of new loans to pay off 
the refinanced ones. 
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(Hulme and Mosley 1996:115). There are indications that education level has a positive 

impact on repayment rates, more than income (Hulme and Mosley 1996:54), though 

Mayoux (2000:17) finds that anecdotal evidence suggests that to some extent it is the 

better off who default on repayment of loans, whereas the poor strive to repay. If the 

woman loses control over the loan, and the income it generates, it leaves her with a debt 

and she has to find other means of repaying it, which may deplete daily consumption 

resources and savings80. Furthermore, the use of loans for other purposes than income 

generation may also contribute to default and subsequent departure from the 

microfinance programme (Goetz and Gupta 1996:54; Berger 1995:207; Rahman 

1999:114). 

Defaulting may have serious consequences. The use of group pressure to ensure 

repayment can result in fellow group members taking things into their own hands to 

recover the money they have lost, in the case of a member's default. Hulme (2000a:27) 

mentions that in Bangladesh there are examples of weak members being exposed to 

threats or having their possessions seized, and in some cases being arrested. Anecdotal 

evidence even indicates female suicides resulting from problems in repaying loans 

(Hulme and Mosley 1996a:121; Montgomery 1996:297). Other examples of group 

retribution for defaulting include a case mentioned by Montgomery et al. (1996:154) 

where a member's house was pulled down as punishment for defaulting. For the poorest 

members defaulting can easily prove to be a double disaster. In addition to the debt and 

the wrath of fellow group members, they may at the same time find themselves 

excluded from important social or other networks (Mayoux 2000:17). The point of 

Mayoux (2000) may also explain why the poor appear to strive harder to repay, whereas 

the better off may be less dependent on the networks, or their status as better off may 

secure their inclusion in the networks regardless of a default. 

Exit from microfinance is obviously an important issue as it signals the failure of the 

programs to benefit the intended target group. Furthermore, the risk of default and in 

particular the possible consequences resulting from default contribute to understanding 

the risk adverse behaviour which prevents some of the poorest households from 

80  Though in some cases the male who controls the loan also takes over the responsibility of repaying 
(Goetz and Gupta 1996:53-54). 
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participating. Default (or difficulty in meeting repayments) in particular may also be an 

issue concerning children's role as income buffers, when they constitute part of the 

household's financial safety net and can be called upon to make (or increase) a 

contribution whether in the forms of cash income or labour input. This may suggest that 

in the case of default, microfinance can cause an increase in child labour. This however 

depends on the cause of the default. If as suggested by Mayoux (2000) it is mainly the 

better off households which default, it is likely to have little effect on child labour. 

5.4.4 Summary 

The main focus of studies of the impact of microfinance tends to be on its financial 

effect, and the suitability of microfinance to alleviate poverty. The findings of this 

section indicate that microfinance can contribute to a significant increase in income, 

though the actual increase varies. However, there are also indications that the poorest 

participants do not experience any increase, but may even be worse off as a result. It is 

suggested by Montgomery et al. (1996) that in order to benefit from microfinance a 

household needs a certain level of assets, financial, educational and social. This need for 

resources, whether financial or skills, can constitute an obstacle to the ability of 

microfinance to alleviate child labour, given that households with working children are 

less likely to have these resources than households with less dependence on children's 

contribution. 

Failure to meet repayment obligations, whether due to business failure or other reasons 

may have serious consequences for the participant. It may result not only in retribution 

from the group members, but also exclusion from important social networks, as 

suggested by Mayoux (2000). Default may also affect children, depending on their role 

in the household financial safety net — a role likely to be influenced by their gender and 

age as discussed in Chapter 3.2.1. However, exit from the microfinance programme due 

to other reasons than default also deprives the dropouts of the financial services and 

other possible services from the MFI. As found by Copestake (2002) and others, it is 

again the weakest members, the poorest households, which appear most likely to leave 

the microfinance programme. There is also a consensus that women's participation in 

microfinance leads to an increase in their labour supply (Khandker et al. 1998; Kabeer 
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2001). As discussed in Chapter 3 this may have a direct effect on the household demand 

for children's labour due to the labour substitution which takes place, particularly 

affecting girls. 

Even so, while there are limits to the impact of microfinance on the poorest households, 

and some possible adverse effects, which may increase the household's demand for 

children's labour, there are also clear possible benefits, both in terms of increased 

household income with possible negative effects on the demand for children's labour, as 

well as increased enrolment of children in school. 

Another aspect of microfinance is its potential empowerment effect. While there are 

different views on the actual level of empowerment arising from microfinance, some 

researchers such as Kabeer (2001) find that women's social standing increases, 

especially in societies where the women have not previously been involved in financial 

matters. However, empowerment appears to depend on the woman's ability to maintain 

control over the loan. As found by Goetz and Gupta (1996), if the woman loses control 

over the loan, she may find herself even more dependent on her husband for repayment. 

Increased empowerment for the woman may also translate into increased support for 

girls' schooling. 

While the potential benefits of microfinance appear clear, another issue is the 

sustainability of the impact arising from microfinance participation. Sustainability is to 

a large extent dependent on the household's ability to successfully start or expand an 

income generating activity such as MSEs. In the discussion of microfinance it is 

therefore useful also to review the characteristics of micro- and small enterprises 

(MSE), particularly given the findings of Chapter 3.2.2, where it is suggested that the 

majority of child labourers are found working in their own households MSE. 

5.5 Micro- and Small Enterprises 

The sustainable impact of microfinance and its ability to raise its participants out of 

poverty depend on peoples' ability to use the microfinance services to increase the 

household income by using their savings or loans. While there are several ways of 
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achieving this, Micro- and Small Enterprise (MSE) promotion is the leading strategy of 

most MFIs, in particular in urban areas (Shaw 2004:1247). MSE promotion is regarded 

as a powerful tool to alleviate poverty, empower women and create employment, and 

the MSE sector is often an important source of employment especially among the poor. 

A survey of households in the Philippines found that among the poorest 40 per cent of 

respondents, 70 per cent depended on entrepreneurial activities rather than wages and 

salaries (Hulme and Mosley 1996; ADB 1997:9; Carpio 2004; Mead and Liedholm 

1998:61). There is a range of advantages of MSEs. They often offer a flexible and non-

restrictive form of income generation and can in many cases be started with limited 

knowledge and skills. Furthermore, they can be operated on a part-time basis and within 

the household if desired and can compensate for the disappearance of other sources of 

income (Berger 1995:211; Van Der Wees and Romijn 1995:45). 

This section will show that while the impact of microfmance to a large extent is based 

on enabling the household to start or expand an MSE there are a range of characteristics 

which influence the sustainability of the MSE and the impact it is likely to have on the 

household and the household's demand for labour, including children's. These 

characteristics are also influenced by the resources of the household, including skills. 

5.5.1 Definitions 

The term MSE is used for a range of activities which signify enterprises of various sizes 

and types. Some of these activities are labelled livelihood enterprises, survival 

enterprises, and income generating activity or self-employment. The first two terms are 

generally used to describe micro enterprises without any growth potential, whereas self-

employment and income generation are not necessarily exclusively used for enterprises 

(Kelly 2001:9; ADB 1997:30). 

The definition of what constitute a MSE varies. The size of enterprises can be 

determined in a number of ways, ranging from value of capital assets, sales volume, or 

number of employees. Other definitions are based on whether the enterprise operates in 

the informal economy, without license or proper registration, the type of activity the 

enterprise is engaged in or whether it is based in or outside the household of the owner, 
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including if the enterprise is operating in a fixed structure such as a building or if it is 

operating in open air. The definitions are used loosely, as is illustrated in an older study 

by Liedholm and Mead (1987), which found that in 75 countries more than 50 different 

definitions of micro and small scale enterprises are being used. The most common 

indicator of size is number of employees, as it is easily measured, though it may vary 

with season. The term "microenterprises" is generally used for enterprises with fewer 

than five people working, including the proprietor, though for example in the 

Philippines microenterprises include enterprises which have less than 150,000 Pesos 

(USD 2,800) of capital assets, or have a workforce of nine people or fewer. Enterprises 

with up to 50 employees are considered medium sized enterprises. The generally 

accepted term for MSE, which is also adopted in this thesis, is to include enterprises 

with 1 to 50 persons working in them, including the proprietor (Pretes 2002:1342; 

Carpio 2004; Liedholm and Mead 1987; 1998; ILO 2004; Mead 1994). 

5.5.2 Creation and Characteristics of MSEs 

The MSE sector is characterised by a high level of new start-ups. Mead and Liedholm 

(1998:64), in a survey of six countries, find new MSEs rates varying between 20 to 30 

per cent per year, and most of the new start-ups are headed by a female81. New start-ups 

also account for more than 80 per cent of the employment increase in MSE sectors 

(ADB 1997:20). Closure rates are also high. Daniels (1995:31) finds that survival rates 

of MSEs are less than 40 per cent after one year and as low as 27.5 per cent after seven 

years. Similarly, Liedholm et al. (1994:1178), in a survey of five African countries, 

showed that closure rates exceeded 10 per cent per year82. However, only about half of 

exits take place as a result of business failure (Mead and Liedholm 1998:65). Other 

reasons for closure of MSEs include illness, retirement, better options or forcible 

closure by the Government. Interestingly, of those owners who close, 60 per cent are 

found to start a new MSE later on (Mead and Liedholm 1998:65-66). 

The vulnerability and high closure rates of MSEs raise questions about the sustainability 

of the intervention and its suitability in addressing child labour — the latter particularly if 

MSE closure results in defaulting with possible adverse consequence for children. This 

81  Botswana, Dominican Republic, Kenya, Malawi, Swaziland and Zimbabwe. 
82 Botswana, Kenya, Malawi, Swaziland and Zimbabwe. 
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section will look closely at the main causes of vulnerability of the MSEs and the role of 

microfinance. 

The driving force behind the creation of an individual MSE often has a significant 

influence on the MSE's potential and likelihood of success. The creation of a MSE can 

occur for one of two reasons: "supply-push" and "demand-pull" (Liedholm et al. 

1994:1178). A MSE is considered to be created by demand-pull when it is started to 

meet a business opportunity in a market and an entrepreneur responds to it by creating a 

MSE. However, more frequently, a MSE is created out of necessity, referred to as 

supply-push. The owner has not identified an unmet demand in the market, and may not 

necessarily have any particular wish to become self-employed. However, he or she may 

find that there are no alternative ways of generating an income. The activities of the 

MSE often copy what the operator sees others doing and what lies within the range of 

his or her skills. Supply-push also applies when a person is trying to supplement income 

by operating a small business out of the home though the market is already saturated 

(Liedholm et al 1994:1178; ADB 1997:26). 

Mead (1994:1889) finds, in a survey of five African countries that between 26.9 per 

cent and 51.4 per cent of all employment creation in MSEs, from both start-up and 

expansion, arises from supply push forces83. However, while MSEs may be started from 

supply-push forces and only provide a marginal profit in return for a high labour input, 

their owners often continue. This may be a result of risk minimisation — the owner 

wishes to stay with what he or she knows. The poor are unlikely to engage in unfamiliar 

activities and frequently find their ideas for a MSE by copying others (ADB 1997:27; 

Shaw 2004:1257). 

The enterprises started from supply-push also often lack the financial capacity to rent a 

place or stall and instead operate out of the home, which means that location of the 

home has impact on the success of the enterprise. In one study of MSEs in Bangladesh 

it is found that 86 per cent of female operated MSEs are located in the home, compared 

to 39 per cent of male operated (Karim 2001:25). This is both an indicator of low capital 

83 Botswana, Kenya, Malawi, Swaziland, Zimbabwe. 
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capacity as well as the need of many women to balance domestic responsibilities with 

income generation. Furthermore the cultural context in Bangladesh may also make it 

difficult for women to operate a MSE outside the home. In that regard, MSEs offer an 

alternative to women, despite the limitations on the type of business they can become 

involved in and the potential of the business (Van Der Wees and Romijn 1995:46; 

Buvinic and Gupta 1997:265). 

Female owned MSEs are typically operating in sectors with low barriers to entry in the 

form of low skills and capital requirements. They furthermore tend to be part-time or 

compatible with domestic responsibilities, often seasonal and one of several household 

activities (ADB 1997:18). They also tend to be much smaller on average than male 

owned and also grow at much lower average rates than those operated by men. This is 

partly due to the sectors in which women traditionally operate, and especially the use of 

the home for the enterprise84. However, this is also likely to be a result of the dual 

responsibilities of women as well as possible difference in business objectives between 

men and women85  (Mead and Liedhohn 1998:68; McPherson 1992:33-34). However, 

women are also at a disadvantage compared to men, as they have on average less 

education and are more likely to be illiterate, in addition of having to operate from the 

home (Karim 2001:19). While the traditional activities which women engage in may 

have low growth potential and marginal profits, Goetz and Gupta (1996:58) suggest that 

if the women instead move into non-traditional female activities which may require 

more capital and technical skills, there is a higher risk that the MSE will be taken over 

by men. 

There are two main issues here. One is that the MSEs may be started due to lack of 

alternatives, and be based on replicating the activities of others. This is likely to confine 

the MSEs to sectors with marginal profits and limited possibilities for expansion. The 

second issue concerns the MSE operating from the household, whether due to lack of 

capital to rent a space or the need to combine the activity with domestic tasks. Placing 

84  Liedholm and Mead (1998:68) find that MSEs operating from home have a much smaller frequency of 
growth, compared even to those operated along roadside or market stalls. 
85  Kabeer (1994:234) also points out that in a country such as Bangladesh the female entrepreneur also 
has to overcome problems arising from exploitative contractors, police harassment and discriminatory 
laws. 
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the MSE in the home, facilitates both the involvement of children in the work of the 

MSE and the substitution by the children of the mother's domestic tasks. As the next 

section shows, the reason for starting a MSE and its location both influence the 

profitability of the MSE and thereby its chances of survival, as well as its ability to 

replace the income generated by the household's children. 

5.5.3 Barriers of Entry and Exit 

A significant issue is barriers of entry and exit of enterprises. The barriers influence the 

difficulty that a MSE will have in starting up or closing down in a sector. These can be 

technical, financial or legal, and have significant impact on level of competition and the 

ability of others to copy products or services. While barriers take on different forms, the 

most common barrier of entry is capital, with the entrepreneur being unable to finance 

the start-up of a MSE. Examples of technical barriers are sectors with high level of 

skills requirements such as certain types of crafts or professions. Legal barriers include 

licensing systems and government regulations. The lower the barriers, the easier it is for 

an entrepreneur to start up a MSE in a sector. This also means that in sectors with low 

barriers of entry successful enterprises are often being copied by neighbours and others 

in the area, leading to market saturation and declining profits86. Such sectors typically 

also have low barriers of exit. These depend, for example, on how easy it is to sell off 

equipment and close the MSE. For stalls and other small shops, the barrier of exit may 

by very low, whereas for specialised workshops and capital intensive MSE the barrier 

can be high. Low barriers of exit means that it is relatively easy for a MSE owner to 

close down business should something better come up, and also make it more attractive 

to enter into a sector while waiting for wage employment. Another effect of operating in 

a low barrier market is that MSE operators frequently change business, starting up new 

ones as competition gets too hard in old ones (Sonfield and Barbato 1999:3 quoted by 

Pretes 2002:1342; Copestake 2002:747; ADB 1997:18). 

While microfinance addresses one of the most common barriers of entry — lack of 

capital — one of the problems of microfinance loans is that they are of a relatively 

limited size. This means that the MSEs that can be started with such a loan can only be 

86  As pointed out by Quasem (1991) the income generated from trading may simply be a redistribution of 
income from existing traders to new ones (Quasem 1991, quoted in (Hulme and Mosley 1996:119). 
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in a sector with low barriers of entry unless the owner possesses specialised skills. This 

also means that the MSE's growth potential is limited, and restrained by factors such as 

market demand (Montgomery et al 1996:136). Furthermore, for growth oriented MSEs 

the provision of small working capital loans is not itself sufficient. There is a need for 

larger loans for purchase of fixed capital as well as dealing with a number of non-

financial constraints (Mead and Liedholm 1998:71). A study of two African countries 

suggests that access to formal credit does not have any impact on survival rates of 

MSE87  (McPherson 1992:73), a point which is contradicted by Mead and Liedholm 

(1998:70) who suggest that survival type enterprises can survive if they have access to 

working capital. The main support for start-ups is financial. A study of MSEs in 

Bangladesh found that less than ten per cent received other assistance such as training in 

marketing and management (Karim 2001:27). Viable MSEs often require experience 

and skills, which restrict entry, though market access is often a bigger issue (Mead and 

Liedholm 1998:71; ADB 1997:26). 

While microfinance may assist in starting a MSE, it is often not the sole source of 

capital. Buckley (1997:1082) found that African entrepreneurs frequently start their 

MSE with their own savings or loans from family and friends. Similar findings are 

made by Levitsky (1991:37) in a survey of the Philippines, which suggest that credits 

from MFI or banks only complement the other resources available to the MSE 

entrepreneur. Buckley (1997:1082) also argues that the informal ways of obtaining 

funds for a MSE work as a screening of the business and entrepreneur; he suggests that 

an entrepreneur who is unable to obtain a loan in this manner should perhaps not get 

one through microfinance either. 

Programs which go beyond solely wanting to create livelihood MSEs often include 

training and technical assistance, rather than just credit (ADB 1997:36). There are 

indications that entrepreneurs who have received some vocational training or secondary 

schooling experience higher average growth rates of their MSEs than entrepreneurs 

without this level of training or schooling (Mead and Liedholm 1998:68). However, for 

most poor people, training courses which would enable them to engage in more 

87  Swaziland and Zimbabwe. 
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sophisticated activities are often too expensive, and some evidence suggests that even if 

the poor participate in courses, few follow up by starting a MSE in that field (Shaw 

2004:1259). Most MSEs only constitute a secondary source of income and are often 

seasonal or part-time. Furtheuuore, even in semi-urban areas the marginal earnings of 

these activities are unlikely to fund an exit from poverty, though the poor residing in 

semi-urban areas have better opportunities to exit poverty through MSE promotion than 

their rural counterparts (ADB 1997:27; Shaw 2004:1248,1252). 

The resources of the household, in particular skills, constitute an important factor which 

influences both the profitability of the MSE and its chances of survival. As suggested, 

the poorest households are unlikely to participate in training courses even if able to 

participate. With regards to child labour households, the question is naturally to what 

extent households possess skills which would enable them to successfully start and 

operate a MSE that is sustainable and sufficiently profitable to remove the need for 

children to generate an income. There is also a question about extent to which the 

household's children will become involved in the activities of the MSE. It is clear that 

though microfinance may be instrumental in starting a MSE, other factors influence its 

effectiveness in addressing child labour. 

5.5.4 MSE: Working Capital and Impact of Loans 

There are two other important aspects of MSEs. One is the frequent need for additional 

working capital, and the second is investments in productive assets. These are also two 

arenas to which microfinance clearly can make a contribution to the MSE. The supply 

of working capital can secure the survival of the MSE and investments in productive 

assets increase its productivity and profit margins. 

MSEs are vulnerable to decapitalisation due both to an integration of MSE working 

capital and household finances and to pressure to transfer money to meet household 

needs, in particular as a result of emergencies or unforeseen expenditures. Few MSE 

operators keep records of their sales, which further facilitate a gradual decapitalisation 

of the MSE (ADB 1997:3; Montgomery et al 1996:137). Mead and Liedholm (1998:70) 

find that in MSEs that are started from supply-push forces, the main need is working 
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capital, and the main problem is competition (Karim 2001:28). Decapitalisation may 

also be the reason why the impact of any loan is difficult to measure (Berger 1995:211). 

MSE owners' need for credit may, however, only be a hidden liquidity problem instead 

of simply a question of business failure. The need for credit for MSE may also arise 

from cash flow problems as the use of credit by customers is common in MSEs, and is 

often expected or required to satisfy the customers (Buckley 1997:1083,89). Buckley 

(1997:1088) finds that many respondents believe that increased stocks would increase 

sales and loans would be the key to achieve it. Loans for MSEs' activities result in these 

activities contributing relatively more to the household income. However, they remain 

only part of the household income and do not become the sole source of income 

(Montgomery et al 1996:135). As pointed out by White (1991), credit and income 

generation programs help alleviate cash-flow problems but fail to address the root 

causes of poverty (White 1991 quoted in Goetz and Gupta 1996:61). 

Another issue is that loans are often divided into several uses, both income generating 

and non-income generating. The latter include education, housing or purchase of assets, 

as also discussed in Chapter 5.4.1 (Joyas and Alip 2003:90). There are also indications 

that the better off (but still poor) microfinance participants use a greater share of their 

loan for working capital than do the poorer participants (Montgomery et al 

1996:132,141). As pointed out by the ADB (1997:10), poverty oriented microfinance 

projects usually start with a small initial loan, which increases as the borrower (MSE) 

builds up an absorptive capacity. However, the livelihood activities which many women 

engage in do not have increased absorption capacity, unless they diversify into different 

activities88. Furthermore, Mosley and Hulme (1998:787) find that poor participants are 

reluctant to take out large loans as business failure would force them to sell off their 

assets and permanently lower their income possibilities. 

Dunn and Arbuckle (2001:23,31) find that microfinance loans have a positive impact on 

MSE performance, with increases in profits, employment and value of assets, though 

they also find the empirical evidence regarding the impact of microfinance to be mixed. 

Microfinance loans enable the entrepreneurs to increase the variety and quantity of their 

88  Eversole (2000:47) finds that microfinance is especially useful in support of trading and other 
businesses with a high turnover. 
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products, and 60 per cent of them are involved in more than two economic activities 

(Panjaitan-Diroadisuryo and Cloud 1999:775). A study of Bangladeshi MSEs found the 

majority of them, both male and female operated, are using outdated or obsolete 

technology (Karim 2001:26). Regardless of loans, a study of BRAC finds that there is 

little difference between the type of activities which are financed with the initial loan 

and with later loans, which suggests that there is little investment in alternative larger 

enterprises. Furthermore, based on research in three African countries Buckley 

(1997:1089) finds that fewer than ten per cent of borrowers could show any change in 

equipment or technology after taking out loans, which suggests that any impact from the 

loan is unlikely to be sustainable89. However, it is found that successive loans, or parts 

of these, are more likely to be invested in productive assets, than the initial loan90  

(Montgomery et al 1996:132-133). Poor borrowers prefer to take out small subsistence 

loans, which are rarely invested in new technology or fixed capital. Instead the loans are 

used for working capital or consumption (Mosley and Hulme 1998:787). It was found in 

a study of BRAC that successive loans resulted in a build up of capital assets, rather 

than an increase in income. This suggests that the main impact from participating is an 

increase in financial security rather than income (Montgomery et al 1996:136). 

Few owners of MSEs reinvest profits, mainly as a result of poverty, but instead use the 

profit for consumption (ADB 1997:27). Women are especially less likely to reinvest 

profits in their business (Kabeer 2001:75), and are also more likely than men to divert 

loans to family welfare and non-productive consumption (Montgomery et al 1996:133). 

Another issue regarding diversion of loans, is that while the full loan may be invested in 

the business as working capital, once capitalised it can easily find its way into 

household finance. 

For microfinance to fully support MSEs and the fluctuations in working capital which 

poor people are exposed to due to their lack of assets and need to dig into the working 

capital whenever they are faced with a short-term decrease in income or an 

extraordinary expenditure, the service from microfinance provider needs to be fast and 

flexible. If the service cannot achieve this, the MSE will never be able to graduate to 

89  Kenya, Malawi and Ghana. 
90  The study looked at the first and third loan of BRAC members (Montgomery et al 1996:132). 
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sustainable enterprises and even close down. The ADB (1997:13) finds that the 

sustainable increase in income depends on repeat lending to the same borrower, an 

aspect that most programs have not taken into account. 

This is another area where the design of the microfinance programme can have a 

significant impact on the survival of the MSEs. Repeat loans, available when needed, 

can counter decapitalisation and facilitate the build up of assets in the household. 

However, this is only the case if the household can repay loans before the 

decapitalisation of the MSE becomes too severe for it to operate. It is also clear that the 

greater the poverty level of the household, the more likely is decapitalisation to take 

place, even if the MSE in itself is sustainable. This again suggests that the poorer the 

household, the more vulnerable the MSE, and the less likely is the sustainability of any 

impact on child labour. Furthermore, a reluctance to invest microfinance loans (or other 

forms of credit) in the MSE also means that the production methods are not likely to 

change but to remain labour intensive and/or with outdated technology. This is exactly 

the type of MSE in which child labour is likely to be found as discussed in Chapter 3. 

5.5.5 Summary 

To successfully start and operate a MSE is clearly a challenge. MSEs face strong 

competition and marginal profits in sectors with low barriers of entry, which is precisely 

where the microfinance-supported type of MSEs tend to be operating. As a result the 

majority of such MSEs struggle to survive and for newly started MSEs the struggle may 

even be more severe due to lack of experience. The general vulnerability of the poorest 

households also creates obstacles for the successful starting and operating of a MSE, 

with risk of decapitalisation as working capital is being used to meet household needs. 

The difficulties are further exacerbated in the cases where (already small) loans are 

divided and used for several different purposes. Location of the MSE and the frequent 

need for women to operate their MSE out of the home, rather than at market places or 

other locations where customers congregate can also limit the income potential of the 

MSE. 
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This means that microfinance investments in a household MSE are far from always 

successful, or offer limited returns. Households relying on child labour are likely to be 

the poorest with the fewest resources, in terms of finances, skills and the basis for 

starting and operating a MSE. This raises questions both about the actual impact of 

additional financial income from the MSE and its sustainability. Furthermore, the 

reluctance of MSE owners to invest in machinery makes it difficult to change 

production methods, which would remove the need for children's labour contribution. 

However, while microfinance started MSEs clearly face obstacles, it is not clear to what 

extent they still manage to contribute to the elimination of child labour in the household. 

5.6 Microfinance, MSEs and Children's labour. 

There is evidence to suggest that microfinance can contribute to a significant increase in 

household income through starting or expanding a MSE. However, this chapter has 

raised a number of questions concerning the suitability and sustainability of 

microfinance and MSEs to alleviate child labour. The poorest of the poor are frequently 

either excluded from (or do not participate in) microfinance programs or may lack the 

financial resources or skills to achieve sustainable increases in income from 

participation in a microfinance programme. 

While child labour may not be limited to the poorest households, the evidence does 

suggest that a range of households with working children cannot be reached effectively 

through microfinance. While research into this is still limited, there are a couple of 

studies. The ILO/IPEC has conducted an evaluation of its programme in Central 

America. The findings suggest that there are difficulties reaching all the participants 

with loans (Nieto 2002:46). More recently, the ILO/IPEC has developed a manual for 

using microfinance to alleviate child labour (van Dom and Churchill 2004). It outlines a 

range of scenarios in which microfinance may not be suitable, but does not address 

some of the other concerns raised in this chapter concerning sustainability of the impact. 

Also, while the ILO (1999c, 2004) suggests that creating income generation schemes 

(for women) would lower the incidence of children being sent out to work, the 

organisation also acknowledges that creating or expanding a MSE may initially lead to 

an increase in child labour, especially if the profits are only marginal (ILO 2004:7). The 
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aim therefore, according to the ILO (2004:7), is to ensure that the increase in household 

income is sufficient to go beyond the threshold where parents send their children to 

school. However, as this chapter shows, microfinance-promoted MSEs may face 

significant obstacles preventing them from achieving this threshold. Instead there is a 

risk that children become involved in the household MSE and in some cases have to 

work long hours (Marcus 1998:10; ILO 2001:88; Wydick 1999). 

The marginal profits of the MSEs presents another obstacle to the effectiveness of 

microfinance to compensate sufficiently for the loss of income from children stopping 

work. A major NGO implemented a component trying to develop alternative incomes 

through MSE promotion, as part of a project to eliminate child labour. This failed, as 

the MSEs did not generate enough to replace the income made from the children's 

involvement in carpet weaving (Marcus 1998:9 — 10). 

Regardless of the success of the household MSE, the role of children in the household's 

financial safety net may remain unchanged. This means that in the"case of external 

shocks the children may still be required to contribute to household income, regardless 

of the presence of a MSE. However, microfinance may be able to reduce household 

vulnerability through its savings mechanism. As pointed out by the ADB (2000a:10) the 

poor have need for access to savings services. The presence of assets, or savings, which 

can be sold or used as collateral reduces the household's vulnerability, and can alleviate, 

to an extent, the need for children having to engage in labour in the case of external 

shocks (Beegle et al 2003:20). 

Another issue concerns the effect of starting or expanding a MSE on household labour 

distribution. Increased workloads are likely to have an impact on the demand for 

children's labour in the home because of labour substitution, which also raises the 

question of gender related impact. Copestake (2002:750) finds in a survey that 28 per 

cent of clients in a microfinance programme in Zambia who had been members for one 

year report spending less time looking after children, compared with 18 per cent who 

were applying for membership of a microfinance programme. It is not clear who has 

taken over the task. An Indonesian study indicates that microfinance credit causes a 
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shift in labour allocation in the household to enable the mother to increase her work 

commitment. The work is taken over partly by the husband and partly by the daughters, 

whereas the sons' workload is largely unchanged (Panjaitan-Drioadisuryo and Cloud 

1999:776). Similarly, a small ILO survey in Indonesia finds that state run income 

generating projects in two villages do not alter the nature of child labour. There are no 

indications that the income generation program leads to an increase in the number of 

working children, though the research does not look at non-economic work. However, 

the study finds indications that the children who are already working for their parents 

get additional tasks as a result of the programme (Indriyanto et al. 1996:41). Empirical 

evidence appears to support the claims by Feminist Theory and the Bargaining Model, 

that who controls microfinance matters, particularly in terms of its impact on girls 

(Holvoet 2004). However, it is not clear the extent to which gender of children also 

affects the impact of microfinance on their involvement in work. Besides the work by 

Panjaitan-Drioadisuryo and Cloud (1999) there is very little research into this. 

It is clear that the empirical evidence concerning microfinance's impact on child labour 

is still weak and a range of the central issues are not well researched, even though the 

intervention is used in projects targeting child labour91. There is a need for research to 

analyse both the impact and the limitations of microfinance (and MSEs) as a tool to 

alleviate child labour. This is the context in which this thesis was undertaken, to help fill 

this critical gap in knowledge. The following chapters provide a thorough insight into 

these issues. 

91  Currently the ILO/IPEC is implementing a number of large-scale programmes to address the worst 
forms of child labour, including in Ghana, Kenya and Pakistan. Microfinance constitutes a significant 
component of these programmes (Kring 2005a, 2005b, 2005c). 
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6. Methodology and Research Areas 

The preceding chapters have clearly established that the causes of child labour in the 

household are complex. It is also clear that the effect of microfinance and the 

household's ability to successfully engage in MSEs likewise depend on a range of 

different individual household factors. Along with issues such as labour substitution and 

sustainability this puts stringent requirements on the choice of methodology for this 

research. Other factors including information on control over income and labour 

distribution in the household may be subject to interpretation depending on the 

respondent, and the sensitivity of the issue of child labour could lead to deliberate 

understating of its occurrence. This further increases the demand on the ability of the 

methodology to capture such aspects. In addition to the methods, the selection of 

research area is of equal importance, both with regard to the type and prevalence of 

child labour in the area as well as the presence of alternatives, such as schooling, but 

also in terms of accessing relevant households (Grimsrud 2001; Boyden et al. 1998; 

RWG-CL 2000). 

This chapter provides a brief overview of research methods. The overview highlights 

the advantage of combining research methods when researching complex issues such as 

the effect of microfinance on child labour. The chapter briefly reviews the choice of the 

Philippines for conducting this research, including national policies on child labour and 

microfinance as well as the poverty definitions adopted for this research. This is 

followed by a review of the research sites, and the implementation of the mixed method 

approach which has been used to collect data, including difficulties, encountered. This 

establishes the suitability of the data obtained. 

6.1 	Methodology 

The complexity of the topics researched in this thesis raises the issue of choice of 

method. The need to gather data which enables the analysis of the effect of 

microfinance on child labour, as well as providing explanations for the underlying 

causes of the effect constitute a challenge for any research method. This is even more so 

when including the issues of power in household decision making and its possible 

influence on child labour as well as other gender related issues. The choice of method 
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has traditionally been between a quantitative or qualitative approach, but the advantages 

of combining the two has become increasingly apparent and mixed approaches are now 

also an option. 

The main strength of quantitative methodologies is that they allow statistical 

aggregation of the data, on which statistically testable generalisations can be made. 

However, quantitative methods have limited abilities to capture aspects which are not 

easily quantifiable. In particular, they have difficulties capturing intra-household 

dynamics (Carvalho and White 1997:10-11,13). The strength of qualitative 

methodologies on the other hand is their ability to capture these non-quantifiable 

aspects, and provide a greater understanding of the data. In particular, qualitative 

methods often provide a flexibility to explore aspects not envisioned when originally 

designing the research (Carvalho and White 1997:14). This is often an advantage in the 

context of household dynamics. However, one of the shortcomings of the qualitative 

method is the difficulty of generalising results based on the data. It appears that in 

choosing either a qualitative or a quantitative method there is a risk of leaving 

significant aspects central to this research uncovered. Rather a combination of methods 

may prove superior. 

The choice of method has traditionally been linked to the choice of research paradigm, 

either the positivist or the constructivist (among others)92. The positivist paradigm 

focuses on precise empirical observations of individual behaviour that can be measured 

and quantified and used to identify casual laws which predict general patterns of human 

behaviour (Neuman 2000:66; Seale 1999). As a result the positivist paradigm's research 

methods largely centre on quantitative methods for data collection, an approach that has 

also traditionally been adopted by organisations such as the ILO and the World Bank93  

The positivist paradigm has been criticised on a number of grounds, particularly for the 

assumptions of a single reality, of value-free or value-neutral inquiry and of the 

possibility of time- and context-free generalisations94  (Seale 1999:21; Tashakkori and 

92  Other alternative paradigms to the positivist include interpretivism and naturalism. Constructivism 
however is considered the most popular alternative (Tashakkori and Teddlie 1998:9). 
93  ILO 2002a, and World Bank 2000a. 
94  The post-positivist paradigm sought to accommodate some of the criticism (Tashakkori and Teddlie 
1998: 8). 
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Teddlie 1998:7). The research method associated with the positivist paradigm has also 

been criticised. Among other things, it is argued that the quantitative approach is unable 

to explain what is behind the statistics, and that statistics are inappropriate for 

describing social behaviour. This is a critique also put forward by feminist theorists 

such as Kabeer (1994); Reichardt and Rallis (1994); House (1994) and Smith (1989:29). 

The critique of the positivist paradigm led to the creation of an alternative view, the 

constructivist paradigm, which instead sees reality as constructed and multiple: that 

objective knowledge is impossible as all observations are influenced by pre-existing 

values. Furthermore, the constructivist paradigm does not see time- and context-free 

generalisations as possible. These views in turn lead positivists to question the validity 

and reliability of qualitative research (Seale 1999; Reichardt and Rallis 1994; 

Tashakkori and Teddlie 1998). Purist from both paradigms point out the difference in 

approaches, which distinguish the two from each other and, in their opinion, make them 

incompatible. This incompatibility, they argue, also extends to research methods. 

Others, however, identify the similarities between paradigms, particularly the 

fundamental values, using that as an argument for promoting mixed methods (Reichardt 

and Rallis 1994; Tashakkori and Teddlie 1998:11). In choosing mixed methods, the 

research stands to benefit from the greater density of information provided by the 

qualitative data, which facilitates the understanding of survey results. However, as 

outlined below, mixed methodologies are not problem-free (Sick 1979). 

There are several designs for combining research methods, one of which is 

triangulation95. Within the triangulation approach itself there are a number of different 

models such as two-phase design, dominant-less dominant, and the mixed method 

design, each of which has a different level of combining methods (Creswell 1994:177). 

Common to all three is that they facilitate the interpretation of results obtained through 

quantitative methods with qualitative data (or vice versa). However, as with any other 

method triangulation has its shortcomings. The approach is based on the assumption 

that the strength of one method will compensate for weakness of the other, and that the 

methods used do not share the same shortcomings. In addition the approach could, 

95  See Krathwohl (1993:618) or Tashakkori and Teddlie (1998) for approaches other than triangulation 
for combining research methods. 

116 



rather than facilitating interpretation, instead provide results that are contradictory or 

inconsistent. Other issues concerning the approach are the potential difficulties in 

replicating the research as well as a greater demand on time and resources (Krathwohl 

1993:328,618; Creswell 1994; Jick 1979; Patton 1999). 

Despite the complexity of the causes of child labour, they have until recently almost 

exclusively been studied using mono-methods. Attempts have been made to address 

this. Grimsrud (2001) provides suggestions on how to improve the quality of 

quantitative child labour research, but this approach would still have difficulty in 

capturing a range of important aspects, such as household decision making. Instead, 

mixed methods, in particularly triangulation, are increasingly viewed as a preferable 

approach to research on child labour. The benefits of mixed method in child labour 

research are also highlighted in the outcomes of the Asian Regional Workshop on Child 

Labour in 1999 (Boyden et al. 1998; RWG-CL 2000:26,69). 

In this thesis it is in particular the possibility of deeper understanding of the results 

which speaks in the favour of choosing a mixed approach. This research focuses on the 

effect of microfinance on children's involvement in work, especially the ability of 

microfinance to reach all child labour households. While only using a quantitative 

approach will provide data suitable for answering these questions, such an approach will 

have significant difficulties in providing a full comprehension of the results — in 

particular concerning the factors which may prevent microfinance from reaching the 

poorest households and the causes of children becoming involved in work. Furthermore, 

the understanding of some of the gender related aspects such as labour substitution 

between adult females and children also would also be enhanced by a qualitative 

component. While there are clear advantages of the qualitative approach in researching 

child labour, a qualitative approach on its own would have as significant shortcomings 

as a pure quantitative approach. The critique that the qualitative approach has 

difficulties in generalising the results (Seale 1999) is particularly relevant in this case. 

The complexity of households makes generalisation based on a limited number of 

interviews problematic and would have difficulties in providing the substantive 

foundation required to conclude with certainty on the results. 
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In view of the above, I adopted a mixed approach, using triangulation with a "dominant 

— less dominant" design as outlined by Creswell (1994). In this research the "dominant" 

component is the quantitative data collection, whereas the "less dominant" constitute 

the qualitative data collection. It is acknowledged that there are risks associated with 

this approach, in particular that results of the two components could be contradictory, as 

suggested by Jick (1979). Nevertheless, it is my belief that only a mixed approach such 

as triangulation will provide data of the depth and quality required to allow a 

comprehensive analysis of the research topic and reach solid conclusions. 

6.2 The Philippines 

Following the selection of research method carne the issue of where to conduct the 

research. The choice of research area was affected by a range of considerations. Child 

labour is rampant in most developing countries and particularly in urban centres. 

However, urban child labour constitutes a relatively higher proportion of all child labour 

in Asian than in African or Latin American countries (ILO 2002a). Given this thesis' 

focus on urban child labour (see Chapter 6.3), I decided to conduct it in an Asian 

country. The actual choice of country, was influence by the fact that child labour is a 

sensitive topic in many countries, and research on it would not be equally well received 

everywhere. The adoption of a triangulation approach also meant that my direct contact 

with the target group was required, rather than only questionnaire based surveys, which 

could in principle be conducted by a research assistant without my direct participation. 

In that regard, the ability to access the target groups was a concern. In some societies an 

outside male will not be able to interview a woman alone, at least not without another 

adult household male present. While there are ways around this, its possible influence 

on data would be a cause of concern. Furthermore, a final consideration was language. 

It would clearly facilitate the research if it were conducted in a country where English is 

widely spoken. 

Given these considerations, the Philippines were found to offer a unique combination of 

relevant factors. In addition to being burdened with a large number of working children, 

the country is special in that it has a high number of microfinance institutions, both in 

the form of NGOs providing microfinance services, as well as larger microfinance 
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institutions. Furthermore, the concern about access to the target group, is seldom an 

issue in the Philippines except for the most southern areas of the country. An important 

factor is also the policies of the Philippine Government, which has acknowledged an 

extensive involvement of children in work and is actively seeking to address the 

problem, including through research. As this chapter shows, the Philippines is actively 

using microfinance as one of the means to address poverty and child labour issues, 

thereby providing a unique opportunity for collection of high quality data for this 

research. 

6.2.1 	Urban Poverty and Microfinance 

The Philippines is severely affected by poverty. The official poverty incidence in the 

country measured in income was 39.2 per cent in 1993. A third of all children are 

malnourished and more than a quarter of the adult population are functionally illiterate 

(World Bank 1995:2,8). Poverty is particularly widespread in the rural areas, where an 

estimated two thirds of the country's poor reside. However, the urban poor in the 

Philippines are also increasing in numbers, with proliferation of slums and squatter 

communities (World Bank 1995:10,30; Mills and Pernia 1994:34). In Manila, there are 

591 squatter settlements with a total population of about 2.5 million people (1993 

estimate), which represents over 30 per cent of the total population of the metropolitan 

area (World Bank 1995:31). The urban poor are characterised by being primary school 

drop-outs and having insecure and low paying jobs. The low growth rate of industrial 

employment and infrastructure by the state also contributes to urban poverty and un-

and under employment. However, the urban poor are generally close to the poverty line 

and likely to be pulled over it with economic growth (Reid 1999:251; World Bank 

1995:31,43). 

The lack of employment opportunities has contributed to a widespread involvement in 

self-employment. In a surveyed area of Manila one in three households had a MSE 

operating from the household (World Bank 1995:33). Self-employment is further 

facilitated by livelihood and microfinance being a key component of Philippine social 

policy for a number of years. In 1995 there were a total of 54 livelihood programs being 

implemented by 17,000 NGOs (World Bank 1995:64; ADB 1997:106), though not all 
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of these NGOs offer actual microfinance services. An estimated 600 NGOs offered 

microfinance services in 1996. Microfinance programs are supported (financially) by a 

number of different government institutions, and in most cases implemented by NGOs. 

The government views the private sector as the best implementer of microfinance 

programs and associated training (Kelly 2001:31). However, despite the large number 

of NGOs offering these services, the geographical coverage is still relatively weak. The 

average outreach is only about 1,000 persons per NGO and few of the programs are 

targeted towards the ultra-poor (Carpio 2004; Esguerra 2001:217). In addition, NGOs 

are often hampered by weak institutional capacity, especially in the areas of financial 

management, resource mobilisation and product development (Carpio 2004). These are 

factors which contribute to the World Bank questioning the use of livelihood programs 

on a large scale in the Philippines, suggesting that they do not reach the core poor 

(World Bank 1995:64). 

Microfinance's role as a means of overcoming the absence of formal financial services 

for the poor is also important in the Philippines. Many people, both in rural and urban 

areas, are effectively excluded from formal financial services. Ghate (1992:60) found 

that in 1987, 70 per cent of all rural household credit in the Philippines came through 

informal sources, and savings facilities are rare. There is a legal framework in place for 

microfinance (Republic Act No. 8425) which facilitates money transfers to credit and 

savings organisations and allows for microfinance services for the poor. However, 

taking savings from other than "members" of community groups is not now technically 

legal, but there are plans to lift this restriction (Kelly 2001:31). (Sources of informal 

credit are discussed in more detail in Chapter 7.) 

A final issue is Filipino women's strong attachment to the labour market. Their 

participation rate is similar to men's in both rural and urban areas. However, the 

frequent involvement in livelihood activities contributes to a general underestimation of 

women's involvement in work in the official statistics, as it is often not counted as an 

economic activity (Horton and Mazumdar 2001:383; Illo 1997:25). Filipino women are 

regarded as having a relatively higher status compared to women in some other Asian 
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cultures, such as Indian or Bangladeshi women. I-Iowever, this does not reveal much 

about their actual power in society (Kwiatkowski 1998:78). 

The reliance on microfinance and livelihood programs and the large informal economy 

provide a rich environment for studying the effect of these interventions. The status of 

women is also seen as a benefit in relation to this research in terms of facilitating their 

participation in the research. Furthermore, the implementation of these programs by 

NGOs is also an added benefit in terms of establishing contact with the research target 

group, as discussed in Chapter 6.3 below. While similar conditions may be found in 

other Asian countries, the Philippines is also unique in its progressive approach towards 

addressing child labour. 

6.2.2 Child Labour in the Philippines 

Child labour is a significant problem in the Philippines. There are an estimated 4.0 

million (economic) working children in the country, the majority of whom (66 per cent) 

are found in the rural areas (IPEC 2003; Sakellariou and Lall 1999:135). Furthermore, 

more than half (59.4 per cent) of the children (mainly boys) are working in hazardous 

environments (IPEC 2003:55; Illo 1997:30). 

In the face of a problem of this magnitude, the Philippines has adopted a progressive 

approach. The country has ratified the major conventions concerning child labour and 

children's rights96. It also initiated the implementation of an ILO/IPEC Time Bound 

Programme in 2002 aimed at eliminating the worst forms of child labour in the country. 

However, in spite of this, not all forms of child labour are prohibited by Philippine law. 

Children under 15 years of age may work in non-hazardous occupations if the employer 

obtains a work permit from the Department of Labor and Employment (DOLE)97. 

Children under 15 are also allowed to work directly for their parents or guardian 

without permits, and children between 15 and 18 are allowed to engage in non-

hazardous work98. Furthermore, while the legal framework is partially in place to 

96 Convention of the Rights of the Child (1990), The ILO Minimum Age Convention C138 (1997) and 
The Worst Forms of Child Labour Convention C182 (2000). 
97  Republic Act No. 7610, Article VIIIa (CRC 1995:11). 
98 Youth Welfare Code Article 107 and 115. 
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prevent children from engaging in hazardous or exploitative work, the enforcement of 

the laws is lax. The responsibility for enforcing child labour laws lies with the Bureau 

of Women and Young Workers (BWYW). In addition to being under funded, the 

BWYW does not have its own inspectorate but instead has to rely on the labour 

inspectors from the Labor Standards Division and the Welfare Division. There are in 

total fewer than 200 labour inspectors in the entire Philippines to conduct work place 

inspections, and in general they only conduct inspections following the filing of a 

formal complaint (Sakellariou and Lall 1999:135,151). 

Another factor contributing to the scale of the problem is child labour's importance in 

income generation. A 1992 World Bank survey shows that child labour accounted for 

an estimated 17 per cent of all hours spent in income earning activities in a surveyed 

part of Manila (World Bank 1995:32). Furthermore, in the 2001 survey IPEC (2003:18) 

found that 26 per cent of households with children 5 —17 years of age have one or more 

children involved in MSEs (either the household's own or someone else's). The high 

frequency of children involved in work and the importance of their contribution also 

have effects on their education. A 2001 estimate put 36.5% of working children to be 

out of school (IPEC 2003:82). While Philippines has free public education through 

grade six (elementary school), there are still significant associated costs. These costs 

have increased over the past decades as the government covers relatively less of the 

total cost, particularly for elementary school, putting a greater financial demand on the 

households (See Table 6.1). This also contributes to the relatively high drop-out rate. 

While 85 per cent of all children are enrolled in school, only about 60 percent of 

children actually complete primary school (Sakellariou and Lall 1999:135, World Bank 

1995:6). 

The widespread occurrence of child labour and the acknowledgement of its existence by 

official institutions provide a conducive setting for conducting research on this issue. 

Furthermore, the compulsory and (partially) free education in the country is also 

significant given the importance of alternatives to children's involvement in work in 

assessing the effect of microfinance on child labour. 
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Table 6.1 
	Cost Sharing in Public Education in the Philippines (per cent) 

Financing Sources 1986 1994 

Elementary School Government 88 69 

Household 12 31 

Secondary School Government 66 57 

Household 34 43 

Tertiary Government 74 78 

Household 26 22 

Source: World Bank (1995:50). 

6.2.3 	Poverty Definitions 

A final issue is the poverty definitions used in Philippine national statistics, by the 

World Bank, and those adopted in this thesis. The official poverty thresholds in the 

Philippines are established by region on a yearly basis. In 2000, the poverty threshold 

for Pandaçan and Paco (one of the two research sites, see Chapter 6.3), was 17,713 

pesos annual income, and for Biflan (second research site) was 15,261 pesos (Reyes 

2002:27; CLS 2002:35). This translates into 0.98 — 1.21 USD per day (per person) for 

Pandaçan and Paco, and 0.84 —1.04 USD per day for Biflan99  

The World Bank uses two poverty lines: the lower is one USD a day per person; and the 

upper is two USD a day per personloo  The one USD a day measure is used to define 

absolute poverty. However, as also stated by the World Bank (2005:286), these 

international measures may vary from national measures as the perception of minimum 

acceptable living standards influences the national definition. The official poverty 

threshold for the Philippines is approximately equal to the lower of the two World Bank 

measures. The very low poverty threshold in the Philippines raises another issue: how to 

define the poorest of the poor. This group is defined by the ADB (2000a:13) as the 

poorest 50 per cent of the households below a country's poverty line. However, this 

99 The exchange rates were 40.23 pesos and 49.65 pesos per USD on the 1 January 2000 and 31 
December 2000 respectively. 
100 The measures of one and two USD a day is based on 1985 prices and adjusted to local currency using 
purchasing power parities. The measure was recalculated in 1993 and is now 1.08 and 2.15 USD 
respectively (World Bank 2005:286). 
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definition means that in the Philippines, those defined as the poorest of the poor would 

be well below the one USD a day definition normally used to define the absolute poor. 

Furthermore, given the lack of distributional data on incomes, it is difficult to identify 

an income threshold for the bottom 50 per cent of the poor in the Philippines. A separate 

issue concerning an income based measure of poverty is the difference between rural 

and urban poverty due to the greater presence of a non-monetary economy in the rural 

areas. In some cases other measures are therefore used such as calorie intake per person. 

I-lowever, since this research is conducted in areas classified as urban the non-monetary 

income issue is of relatively less relevance. 

In defining poverty for this thesis, I chose to adopt the World Bank measures and define 

those with less than two USD a day as poor, and the poorest of the poor as those who 

have one USD or less a day per person. It is acknowledged that these definitions means 

that a larger group will be defined as poor than if using the official Philippine definition. 

However, the World Bank's standard is the internationally accepted threshold. 

Furthermore, the Philippines has changed its methodology on poverty measures twice 

since 1992, with the latest change taking place in 2003. In both cases the change has 

resulted in lower income threshold for poverty, which makes comparisons difficult 

(ADB 2005). 

6.2.4 Summary 

The Philippines presents a unique opportunity for collecting high quality data on the 

topic of this thesis, given widespread urban child labour, high levels of urban poverty 

and the government's focus on livelihoods and microfnlance promotion as a tool to 

combat poverty and unemployment. The research is further facilitated by the open 

approach by the government towards addressing the problem of child labour. The 

widespread use of NGOs also offer a unique point entry to the target group, an issue, 

which as discussed below, is often critical in establishing contact with child labour 

households. Furthermore, the concerns regarding cultural or traditional restriction on 

access to the target group which the use of a mixed methodology presents are also less 

of an issue in the Philippines than in more traditional societies in South Asia. 
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6.3 	NGOs and Research Areas 

It is clear that the larger a sample, in general, the greater the confidence with which 

findings can be stated. However, while it would have been preferable to collect data 

from as large part of the Philippines as possible, restrictions in the form of time and 

resources meant that it was necessarily to focus on selected areas. As a result, I had to 

identify potential research sites with a high concentration of child labour, where 

microfinance services are available to the residents and where alternatives to child 

labour in the form of educational opportunities are present. Another concern was also 

how to establish contact with the target group, in particular community leaders in the 

research areas. 

As microfinance has been a part of the Philippine Government's drive to combat 

poverty, several organisations are involved in such programs across the Philippines 

including Punla Sa Tao, which is a national NGO that specialises in designing and 

implementing microfinance programs. Punla Sa Tao is involved in a wide range of 

microfinance projects in different parts of the Philippines and I approached the 

organisation to help establish contact with microfinance NGOs. Punla Sa Tao proved to 

be most supportive and a preliminary visit was conducted to the Philippines in March 

2002, approximately three months before the actual data collection started. During this 

visit, possible research sites were discussed with Punla Sa Tao. While the organisation 

is involved in a range of projects, four were found to be of particular interest to this 

research. Common to all these four projects is that they specifically target families with 

working children and were part of ILO/IPEC projects on the elimination of child labour. 

Due to the importance of alternatives to child labour, another significant criterion was 

the availability of education opportunities in the research areas. Following the 

identification of these four potential research sites, Punla Sa Tao arranged visits to three 

of the four sitestot  During these visits, it was also possible to discuss the research with 

the concerned microfinance NGOs and their interest in participating and possibly 

assisting the research. 

101  For logistical reasons, it was not possible to visit the site of Dumagette in the Visayas. 
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Subsequently, two of the four areas (Pandaçan and Paco, and Bifian) were identified as 

having the greatest potential with regards to this research. The two areas not selected are 

project sites at Montalban (outside Manila), and Dumagette in the Visayas. These sites, 

while interesting, were instead chosen as possible backup sites. The mining community 

of Montalban is going through a transition with mining being scaled down, which may 

affect the influence of the microfinance programme, and has relatively fewer members 

of the microfinance programme than the other three sites. Dumagette was excluded as 

the project there focuses on a number of smaller fishing villages, rather than the urban 

setting targeted by the research. Furthermore the project only had few members in each 

village, covering a very large geographical area and, being located in the Visayas, posed 

some logistical problems as well. 

Punla Sa Tao's role in the projects implemented at the two chosen research sites was to 

design the first phase of the (savings based) microfinance programs, which 

subsequently were handed over to local NGOs that continued the programs. In Milan 

the Open Heart Foundation had taken over responsibility while in Pandaçan and Paco it 

was the Visayan Forum. After the introduction to these two NGOs, Punla Sa Tao's role 

in the research diminished but the organisation was continuously kept informed of the 

progress and the outcome of the research. After transfer of the microfinance programs to 

the local NGOs the programs largely continued unchanged except for minor differences. 

IIowever, one major difference was that while Punla Sa Tao solely focussed on 

microfinance programs, the two local NGOs offered a range of services including 

charity, education grants and health services. Both the Open Heart Foundation (01-IF) 

and Visayan Forum (VF) had been operating in the respective areas for several years 

and have well-established ties with the local community. In addition to offering social 

services the NGOs also assisted local people in dealings with local councils and 

institutions. The staff of 01-IF and VF were instrumental in facilitating contact with 

community leaders and savings group leaders. 

6.3.1 	Research Areas 

The two sites chosen for this research are located in the central part of Manila 

(Pandaçan and Paco) and on the outskirts of Bifian, a city with 200,000 inhabitants 
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some 40 km. south of Manila102. In Pandaçan and Paco the research focussed on seven 

barangays or neighbourhoods, whereas in Biflan it focussed on two103. The difference is 

mainly a result of the barangays in Biflan being larger both in area and population. 

The two areas chosen for this research are both known to have high levels of child 

labour in an urban setting, and have both been targeted by ILO/IPEC with projects 

seeking to address the problem. While conducting the research in areas where child 

labour has been targeted could have caused some concern about it influencing the level 

of child labour, this proved not to be an issue, except for the awareness raising 

campaign in Biflan (see below). Another important issue was the presence of 

alternatives in the forms of access to education. As discussed in Chapter 3, the absence 

of accessible education facilities is a cause of children working. Absence of education 

facilities would also influence the results of this research as children would be likely to 

continue working even if microfinance causes a significant increase in household 

income, as there would be little else for them to do. In both areas public elementary 

schools are present and within walking distance. In Pandaçan and Paco the public high 

schools are within walking distance of the research area, whereas in Biflan the only high 

school is some kilometres away from the research site, but easily reached by public 

transport. 

There are a number of differences between the two areas, particularly in type of 

economic activity. This provided an opportunity to identify the effect of microfinance 

on a greater and more diverse range of households. The main economic activity in 

Biflan is household-based footwear production, whereas in Pandaçan and Paco it is in 

paid or self employment outside the area. As a result of the different economic activities 

in the areas, the type and frequency of child labour also differs, again providing a 

greater range for the research. 

102  See Appendix 1 for a map of Pandaçan and Paco, and Appendices 2 and 3 for maps of the research 
areas in Binan. 
103 Barangay was the traditional term for indigenous settlement (Corpuz 1997:13). Now it is a term used 
for neighbourhood. 
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The population of the research areas is estimated to be 38,400 in Binan (in 1998) and 

28,000 in Pandaçan and Paco (in 2000). Pandaçan and Paco fall under the Municipality 

of Manila and official population data are not available for these areas. Rather the 

estimate is provided by the Visayan Forum and covers the seven barangays in which the 

research was conducted104. In Binan the two barangays where the research was 

conducted, Dela Paz and Malaban, have an estimated population of 19,600 and 18,800 

respectively (Binan 1998:16). Both areas in Binan have experienced a significant 

population growth over the past few years. This is especially true for Malaban, which 

has grown approximately 65 per cent over four years, primarily as a result of 

immigration. The average household size is estimated to be 4.8 persons in 1995 (Binan 

1998:12). Both research areas suffer from severe social problems in the form of un- and 

underemployment, alcoholism, drug problems, violence and muggings. Prostitution, 

while well hidden, is an issue particularly in Pandaçan and Paco, with girls and women 

being hired to work at bars outside the area. 

The research area in Pandaçan and Paco is close to the Malate district of Manila and 

borders President E. Quirino Avenue, a major thoroughfare on two sides to the east and 

south east, and two minor canals to the south west and north west. Zamora Street runs 

through the research area and has fairly heavy traffic. The area is densely populated and 

built up. It consists of a combination of houses and squatter habitation, which have been 

constructed without any urban planning, leaving the area with very limited public space. 

The interior is only accessible on foot through narrow alleys. The buildings are a 

combination of concrete, wood and scrap materials, often several storeys high. The 

majority of housing is cramped and dark with limited living space, typically one room 

per family, in some cases barely leaving enough room for all family members to sleep at 

the same time. The majority do not have running water, which is instead purchased 

from local vendors by the litre. Electricity is available but often obtained through illegal 

connections. Sanitation is typically shared with other households but a few households 

do not have any access to sanitation at all. The area is only moderately affected by 

floods during the monsoon season with the water normally subsiding after a few hours. 

104 The estimate is conservative and has been provided by the Visayan Forum based on the coverage of 
the NGO's Shelter Programme (2000). 
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The police do not patrol the interior of the area, but the electrical company occasionally 

investigates illegal connections. 

The research area of Dela Paz and Malaban in Bifian is located close to the shores of 

Lake Laguna and is approximately two km from the centre of Binan city. Malaban is 

bordered by Lake Laguna on its eastern side and Binan River on its western and 

northern side. To the south and southwest is San Antonio, another barangay. Dela Paz 

borders Binan River to the east, and Lake Laguna to the north and north west. To the 

south is the centre of Binan city. The housing is mainly one or two storey buildings 

made from concrete, wood and/or scrap materials. The housing is generally less 

cramped than in Pandaçan and Paco with most households having more than one room, 

and several houses having gardens. The interior of Dela Paz is accessible by car 

whereas parts of Malaban are more densely built up and can only by reached on foot. 

Binan River runs through the area and separates Dela Paz from Malaban. The only 

bridge across is a few kilometres down river at Binan city centre. Two small informal 

boat services ferry people and goods across the 20-meter wide river using manual 

labour and a pulling system. 

Both of the barangays are severely affected by floods during and after the monsoon 

season. The extent and level of the flooding varies from year to year but affects the area 

for up to five months at a time, in particular the houses built on the marginal land close 

to the lakeshore (Binan 1998:6). In the years with more extensive flooding, families are 

often forced to relocate. During the floods large parts of the area are accessible only via 

a network of narrow wooden planks, which connect the flooded areas with higher 

ground. Water is available from public pumps, free of charge. However, during the 

floods the water sources are often contaminated and people are forced instead to use the 

pumps from areas not affected by the floods. As in Pandaçan and Paco, electricity is 

available but in some cases accessed through illegal connections. 

In addition to OHF and VF, there are other microfinance institutions operating in the 

two areas. Particularly in Pandaçan and Paco there are several microfinance programs 

(including UPLIFT (Urban Programme for Livelihood, Finance and Training) operating 
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in the same area and to some extent competing with each other. Binan is less serviced 

by microfinance programs, though the TSPI programme (Tulay Sa Pag-unlad Inc), also 

operates there, but with relatively few members. Commonly, these alternative programs 

are largely similar in structure and services to the ones offered by OIIF and VF. The 

main difference is that UPLIFT and TSPI are donor funded and can offer loans faster to 

their members than the UIIF and VF1m  

6.4 	Research Approach 

The research approach was affected by the restrictions on the geographical area it was 

possible to cover. With the labour intensive nature of the research methodology, I was 

forced to limit my research to two areas. However, given the size of the population in 

the two research areas it was necessary to further limit the data collection and only 

obtain a sample of the population. The sample target group was households106  which 

were eligible for membership of a microfinance programme and with children 5 to 17 

years of age' 07. 

The data collection took place from June to December 2002 and was conducted in three 

stages: group discussions; individual questionnaire-based interviews; and focus group 

discussions and in-depth/follow-up interviews108. Each of the three stages is described 

below (Chapter 6.4.1 — 6.4.3). While this approach is labour intensive, each stage 

provided valuable data and contributed to a deeper understanding of the results. The 

group discussions were used to introduce the research and acquire a general knowledge 

105 See Appendix 21 for a brief description of the concerned NGOs. 
106  I use the term "household" as opposed to "family". The main reason for this is the potential influence 
the presence of non-family adults may have on children's involvement in work (as discussed in Chapter 
3) and I wanted to ensure these were included in the data. However, it proved not to be much of an issue 
as most non-parent adults in the households turned out to be adult children of heads of household. See 
Chapter 7. 
107  Eligibil ity proved to be an issue in terms of definition. The microfinance programs actively target the 
poor, but do not exclude anyone based on their income levels or capital assets. Rather they seek to 
discourage the better-off households through the meeting requirements. The programs do, however, 
exclude these households from the associated benefits such as health care and scholarships. The main 
target group of the microfinance programs are generally those with household incomes below 3,500 to 
4,000 pesos a week (OHF and VF). TSPI and UPLIFT set their levels a bit higher, up to 5,000 pesos a 
week. However, these limits are not enforced, but rather act as guidance. As a result some households 
were excluded from the research on the basis of not belonging to the intended target group. The 
identification of these households was done with the assistance of the loan officers. 
108  The research approach and questionnaire used were approved by the University of Melbourne's Ethics 
Committee in May 2002. 
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about the research areas and the households. The questionnaire based interviews 

constituted the quantitative component of the research methodology, and the Focus 

Group Discussions, and in-depth/follow-up interviews constituted the main part of the 

qualitative component. As outlined in Chapter 6.4.3 the sensitivity of some aspects of 

the research meant that it would be difficult to discuss certain issues in a group setting. 

Instead in-depth/follow-up interviews were used for data collection about these topics. 

A research assistant was placed in each of the two areas. In Pandaçan and Paco it was a 

local woman who was already living in the area. In Biran the assistant, a man, moved to 

the area and lived there for a couple of weeks before data collection commenced. Both 

received thorough instructions and training by me before the research was initiated. The 

assistants were also instrumental in establishing the level of trust with the participants 

required to conduct the research, which can be an issue in this type of research, as has 

been pointed out by among others Edwards (1993). No reimbursement was given to the 

participants except for soft drinks and biscuits at the group discussions. In view of the 

workload and family obligations faced by the majority of the participants, the time 

commitment for both group discussions and in-depth and follow-up interviews was kept 

to the minimum. 

Two different approaches were used to identify and access the target group. The Open 

Heart Foundation and Visayan Forum were instrumental in providing access to the 

community and the members of the programme. The loan officers in particular were 

essential in facilitating the introduction to community leaders and heads of savings 

groups (often the same person) who were gatekeepers to the community. The 

introduction to the gatekeepers through the NGO did, however, create some reluctance 

among the participants to be forthcoming on misuse of loans and defaulting issues (see 

Chapter 6.4.4). In addition to the members of the OHF and VF programs109, non-

members and members of other microfinance programs were also randomly identified. 

This was done by the research assistants, partly with the help of local community 

leaders and partly based on an identification process using the quality of their housing. 

The latter was done particularly in Bilian where the housing is easily categorised. In 

109 Microfinance members were randomly chosen from lists. 
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Pandaçan and Paco the identification was more difficult and instead the research 

assistant relied largely on local community leaders. However, in both cases care was 

taken to ensure as random a selection as practically possible. 

Women were found to be responsible for the household's daily finances. They were 

found also (in most cases) to control or influence their children's involvement in work 

and household tasks. Furthermore, microfinance is viewed by the target group as a 

female activity and the majority of members are women (see Chapter 7). Arising from 

this, women (the female head of household) were identified as the key person for the 

questionnaire based interviews. As a result the majority (92 per cent) of those 

interviewed were women. However, spouses of members and non-members also 

constitute a large component of the research and were included both through individual 

questionnaire based interviews and especially through focus group discussions, to add 

to the depth of the qualitative component. While it was the interviewees who provided 

information about their children's activities, the children themselves are also included in 

the research, primarily through Focus Group Discussions. Arguments for letting 

children participate have been made by a number of child labour researchers and their 

contribution is viewed as an important part of the qualitative component (RWG-CL 

2000; Grimsrud 2001; Boyden et al. 1998). 

The sample size is 630 households, with 43 per cent of observations being from 

Pandaçan and Paco, and 57 per cent from Bitfan. Of the estimated 28,000 households in 

Pandaçan and Paco, this research included a total of 273, or approximately 0.98 per 

cent. In Bifian the sample size is 357 out of the estimated 53,000 households, or 

approximately 0.67 per cents 10. The purpose of the survey was to get a representative 

sample within the two geographical areas of households with children age 5 — 17, and 

which are targeted for microfinance participation. Given the specific type of household 

targeted for the research it was decided to obtain a stratified random sample as opposed 

to an ordinary random sample as the latter would involve interviewing more households 

to obtain the same sample size. In terms of the stratified random sample's representation 

the main focus is on income distribution, as income is identified in both Chapter 3 and 5 

1°  There is no official data available for number of households with children age 5 — 17 in the two areas. 
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as being a main factor influencing both to child labour and households' ability to benefit 

from microfinance. Graphs 6.1 and 6.2 show the sample household income distribution 

for each of the two areas. 

Graph 6.1 	Distribution of Sample Households by Income (Pandaçan and Paco) 

Source: author's survey 2002. 

Graph 6.2 Distribution of Sample Households by Income (Biflan) 

Source: author's survey 2002. 
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It should be noted that the income distributions in the two areas are significantly 

different" I . However, the apparent lower income level in Bifian is affected by both the 

relatively large number of non-respondents (on income) in Bitian, as well as 

seasonality112.  As evident from the graphs, the curve is skewed with a tail towards the 

higher incomes for both areas. 

Given the targeting of households eligible for participation in microfinance programs, it 

is possible that there is an overrepresentation in the sample of microfinance households. 

This overrepresentation of microfinance members does not in itself present a problem in 

terms of the statistical analysis in the following chapters, but will nevertheless be kept 

in mind when concluding from the results. The sample can be divided into three groups: 

microfinance members; inactive microfinance members; and non-members (Table 6.2). 

In Pandaçan and Paco a relatively large number of the Visayan Forum members had 

become inactive113. 

Table 6.2 	Composition of Household Interviews by Microfinance Membership 

Area Active Member of 

Microfinance 

(Loan recipients) 

Member of 

Microfinance, 

but Inactive 

Not Member of 

Microfinance 

Total 

Pandaçan and Paco 68 	(57)* 112 93 273 

Biran 210 (72)* 46 101 357 

Total 278 (129)* 158 194 630 

Source: author's survey 2002; numbers of loan rec.pients are in brackets. 

* Includes loans by default loaners/inactive members. 

The frequency of child labour and MSE ownership in the sample (Table 6.3), though 

high are, according to personal observations, apparently representative. 

111 Pearson Chi-square 44.198, p<0.001; df:8. 
112  See Chapter 7 and Appendix 15. 
113 Inactive was defined as not having made the weekly deposit into the savings account (or loan 
repayment) for the past three weeks or more. Inactive members also included defaulted loaners. This is 
further discussed in Chapter 7. 
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Table 6.3 	Composition of Interview Households (per cent) 

Area Households 

with an 

Enterprise 

Households Without an 

Enterprise, but Which 

Previously had one 

Households with 

Working 

Children 

N 

Pandaçan and Paco 37.4 30.8 66.3 273 

Bifian 86.8 3.9 72.3 357 

Total 65.4 15.6 69.7 630 

Source: author's survey 2002. 

6.4.1 	General Group Discussions 

The general discussions were the first research activity, used to get background 

information on a number of issues in the area, including economic activity, type and 

extent of child labour, parents' view on education and the distribution of household 

responsibilities. The discussions were held with the microfinance programs' savings 

groups and were arranged through the NGOs by the loan officers. The discussions were 

also used to introduce the research and ease any concern among the participants 

regarding its purpose. The topics of the different discussions ranged from reasons for 

joining a microfinance programme over economic activities, to views about children's 

work and education. After an overview of these general issues had been established, the 

discussions started to focus on topics in more detail, including priority ranking for 

covering expenses, children's domestic chores and economic activity, parents' 

economic activity, and household decision making. A total of 11 of these group 

discussions were held, varying in size from 3 to 46 participants and lasting typically an 

hour to an hour and a half, except for one large group discussion in Bifian, which took 

three hours114. 

In Pandaçan and Paco the discussions were held in a room located in the area and rented 

by the Visayan Forum, whereas in Bifian they were held in the homes of the members. 

While the initial idea was to have all members of the microfinance programme 

participate in a general group discussion before being interviewed this proved not to be 

feasible, particularly in Pandaçan and Paco where only 38 of the 280 members 

114 See Appendix 4 and 5. 
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participated, whereas in Biran it was 128 of the 575 members. The meetings in Biran 

were generally more successful than in Pandaçan and Paco in terms of attendance. The 

main reasons for this were that the microfinance programme was more consolidated in 

Biran, and that the home based employment of the parents seemed to make it easier for 

the women to attend meetings since the husband could look after the household while 

the woman was out. 

6.4.2 	Questionnaire Based Interviews 

Following the General Group Discussions, questionnaire based interviews were 

conducted. The design of the questionnaire is partly based on the format of the 

ILO/IPBC questionnaire used for the Philippine national statistical survey 2001, but has 

been modified considerably to reflect the objective of the thesis' 15. The questionnaire 

was first tested on 15 households in each area after which small modifications were 

made, mainly change of language116  The questionnaire based interviews were 

conducted by one of the research assistants alone or together with me. I participated in 

approximately 60 per cent of all interviews. In a few cases the participants were 

reluctant to be interviewed in the presence of an outsider and the interview was 

conducted by the research assistant on his or her own. 

The interviews were, to the extent possible, conducted in the respondents' home. For a 

smaller number of respondents in Bifian (less than 30) this was not possible due to 

floods, which had caused some families to temporarily relocate. While interviews were 

mainly conducted with the female head of household member, the spouse was in some 

cases present. The duration of the interviews was typically 30 — 45 minutes. 

Using the approach described in Chapter 6.4 for identifying households, a total of 778 

questionnaire based interviews were conducted with both member and non-member 

households. Of these 778 a total of 140 households turned out not to have children aged 

5 — 17, and eight were excluded from the analysis for other reasons117. As the research 

115 See Appendix 10 and 11. 
L6  See Appendix 15. 
117 The interviews excluded involved: 29 non-members of microfinance, 111 members of microfinance of 
whom 24 had taken out loans. Eight interviews were excluded for other reasons. These include 
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encountered some difficulties in the initial phases with participants understating their 

income or their children's engagement in domestic chores and economic activities, a 

number of households were re-visited and interviewed again (see Chapter 6.4.4). 

6.4.3 	Focus Group Discussions and In-depth Interviews 

The less dominant component of the triangulation approach focussed on gathering 

qualitative data to provide an in-depth understanding of the results obtained from the 

quantitative data and the group discussions conducted earlier. For this purpose the 

participants in this round of data collection were selected according to their answers in 

the questionnaire based interviews. Special attention was give to those households 

which appeared to be atypical, such as low income households without working 

children, households with a business but where the children were not helping out, and 

members of microfinance who were not interested in taking out loans. In addition, loan 

recipients were also sought and interviewed to identify in greater detail the use of loans 

and their effect on the household. This round of data collection was also used to include 

three groups that had not been represented during the initial group discussions: non-

members of microfinance (both male and female), working children, and spouses of 

members. The focus group discussions and in-depth interviews were conducted parallel 

with each other, but none of the participants partook in both. I conducted all the focus 

group discussions and in-depth interviews together with a research assistant
118  

A total of 28 focus group discussions were held in the two areas, generally lasting about 

an hour each119  The advantage of using a group setting was that it allowed the 

participants to express their views among people who were in similar circumstances and 

facilitated a discussion. The children who participated in the discussions were in some 

cases divided into groups by gender. As the majority of members are female, separate 

focus group discussions were held with husbands of members as well as with husbands 

of non-members. 

interviewees who had a change of heart after interview had commenced and decided not to continue. One 
was excluded because it turned out to be a commune with six adult males and one child. 
118  Due to a security concern during the last eight days of the research period I was unable to participate in 
the in-depth interviews that were conducted in Pandaçan and Paco. It affected a total of 22 interviews, 
which were conducted solely by the research assistant. 
119 See Appendix 6 and 7. 
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Considering the sensitivity of the research topic, a number of aspects were not 

considered appropriate for focus group discussions. These included reasons for 

defaulting on loans and some issues relating to child labour, particularly who in the 

household decided on children's involvement in work. Instead in-depth interviews were 

used to collect data on these more sensitive topics, as well as other issues. For example, 

in the case of the actual use of loan, the topic was discussed both in a group setting as 

well as individually. In-depth interviews were held with the majority of loan recipients 

to gain a better understanding of the effect of loans. A total of 103 in-depth or follow-up 

interviews were held, taking on average about 45 minutes120. A number of in-depth 

interviews were conducted with male heads of household. Only a few in-depth 

interviews were held with children and always in combination with an interview with a 

parent. The preferred method for getting children to participate was the group setting. 

6.4.4 	Difficulties in Data Collection 

As can be expected in any kind of data collection, and in particular on sensitive issues, 

there proved to be a number of issues in gathering the data. While the access provided 

by the NGOs to the community was invaluable and the research could not have been 

conducted without it, it also introduced some problems. As the NGOs operated both 

microfinance programs and charity programs the association with the NGO naturally led 

some participants to assume that my assistants and I were identifying poor households 

for charity. This in turn led to the understating of household income. This was 

especially an issue in the beginning of the research period until an understanding was 

obtained of the general income and salary level, and the misperception about charity had 

to some extent been diffused. As a result a large number of the households interviewed 

in the start of the research were re-interviewed later to gain a more accurate picture. The 

households that were chosen for re-interviewing were those with exceptionally low 

income levels or where the type of employment held by the members of the household 

did not appear to correspond with the income level. The vast majority of the households 

re-interviewed proved to have higher than initially stated incomes. A number of 

120  See Appendix 8. 
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households did not wish to provide details of their income levels, particularly in 

Bifian121  

A second issue concerned the sensitivity of child labour. While all possible care was 

taken to reassure participants of their anonymity and the independence of the research, 

there was some reluctance among them to provide truthful answers. This was 

particularly an issue in the beginning of the research and especially in Bifian where a 

very aggressive anti-child labour campaign had been conducted. The main message of 

the campaign had been that parents of working children were negligent parents, which 

in turn resulted in parents denying any involvement by their children in economic 

activity when interviewed. Furthermore, as a number of the families received some kind 

of benefits or privileges from the participating NGOs they feared that admitting that 

their children were working would result in the termination of those privileges. This 

was also evident as parents often insisted that while some of their children might be 

working, a recipient of a scholarship was not. Initially, there was also a fear among the 

participants that the research was connected to labour inspections or that any admission 

of child labour in the household would result in criminal charges. The cooperation with 

the NGOs was instrumental in overcoming these concerns. As with the income issue, a 

number of households were re-interviewed to ensure that the initial answers given 

reflected the actual situation, after the concerns of the participants had been 

addressed122. 

Common for all the re-interviews was that they were conducted with the same family 

member who participated in the first interview, but in some cases the spouse was 

present during one interview, but not other. In most cases participants were found to be 

more forthcoming on the second visit. Also as the research had been ongoing for some 

time the participants gradually became more informative and showed a greater level of 

trust. However, the perception in the areas of microfinance being a female activity 

caused some problems in interviewing men on the topic, as they were reluctant to 

participate. Furthermore, they showed little knowledge or interest in the microfinance 

programs. However, they were generally willing to participate in interviews and 

121 See Appendix 15 for a brief financial assessment of these households. 
122 In total 236 households were re-interviewed to verify the income and child labour information. 
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discussions on other topics such as household responsibilities and decision making, and 

children's labour. 

A final issue concerns seasonality. This is an issue in Birian, affecting both economic 

activities (and income) and children's working hours. With regards to the children's 

working hours, it proved difficult (if not impossible) to obtain reliable estimates for 

children's working hours going any more than a week back. As also suggested by Anker 

(2000:16), it was clear that using a long reference period significantly decreased the 

accuracy of the information. Rather the research focussed on the past week. It is 

recognised that, because of seasonality, this approach can be problematic123. As the 

collection of quantitative data took place primarily during low season and just before 

peak season, it is therefore possible that the estimates of children's involvement in 

labour (in terms of weekly working hours) are lower than actual. For further overview 

of the issues concerning data collection, see Appendix 15. 

6.5 	Summary 

The complexity of the causes of child labour and household decision making puts great 

demands on the choice of research method. The adoption of a triangulation approach 

has enabled me to collect a comprehensive dataset, which would have been difficult to 

obtain if only using mono-methods. The Philippines, where child labour and 

microfinance are prevalent, proved to offer a unique setting for collecting high quality 

data. Furthermore, the two research areas chosen proved to complement each other 

particularly in terms of adult employment, the households' economic activities, 

(including types of household enterprises), as well as the types and prevalence of child 

labour in the areas. 

The data facilitates an in-depth analysis of the effect which microfinance has on the 

households, in particular children's involvement in work. The information gathered 

through discussions and interviews provide a greater understanding of the quantitative 

results. As the following chapter will show, the qualitative data, among other things, 

provides an insight into one of the main causes of risk aversion. 

123 Anker (2000:18) suggests that it is preferable to conduct data collection for several one week periods 
over the year for each child. 
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The sensitivity of the research topic did present some obstacles in the collection of data. 

These were notably an underestimation of children's working hours and household 

income levels. The use of qualitative methods with interaction between researcher and 

participants allowed for an early identification and correction of this problem. The 

qualitative component of the research method also proved useful in addressing any 

reservations among the participations concerning the research. While it added to an 

already labour intensive method, the initial group discussions which were held with 

savings group members provided quick insight into the dynamics of the households and 

their economic activities, and helped direct the focus of the research. 

As evident from the analysis in the following chapters, the adoption of mixed methods 

clearly facilitates a deep understanding of the key results arising from the quantitative 

analysis and provides a broad foundation on which to base the conclusions. 
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7. 	Households, Enterprises and Microfinance 

This chapter examines the characteristics of the surveyed households in terms of 

composition, income, participation in microfinance programs and involvement in 

MSEs. It establishes the extent to which exclusion from microfinance programs occurs 

and gives some insight into the causes, including identifying differences in 

characteristics of households with and without loans. This provides the basis for an 

analysis of the extent to which microfinance is able to affect all households with child 

labourers. The chapter also examines the characteristics and types of MSEs operated by 

the sample households, to assess the potential impact of microfinance loans on these 

MSEs. This will allow an analysis of both the impact of microfinance on household 

labour demand and the sustainability of the intervention. Furthermore, this chapter 

reviews the types of informal credit available in the two research areas and their 

interaction with microfinance. The chapter also provides a brief analysis of the control 

of income in the household, which allows for a review of the impact of microfinance 

participation on household decision making. 

The analysis of the quantitative data is conducted with the SPSS software using 

standard statistical methods. The variables are listed in Appendix 12, and issues relating 

to the questionnaire are outlined in Appendix 15. A number of secondary tables have 

been placed in Appendix 19; references to them appear in the text. References to 

General Group Discussions (GGD), Focus Group Discussions (FGD), In-depth and 

Follow-up Interviews (II), and Other Interviews (01) appear through out the text. These 

can be found in Appendix 4 - 9. For ease of reading these references are placed in 

footnotes when there are more than five. 

7.1 Household Characteristics 

Household characteristics such as number of members, parent's education level and 

sources of income are factors, which can have a significant influence on children's 

involvement in work, both economic and non-economic (Verner 2004:35; Grootaert and 

Kanbur 1995ab:10; Harper and Marcus 2003:545). In this research surveyed households 

are largely made up of nuclear families with relatively few extended households (Table 

7.1). The average household consists of 6.02 people, slightly higher in Pandaçan and 
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Paco than in Biflan. The average number of working children per household is also 

slightly higher in Pandaçan and Paco than in Biflan. 

Table 7.1 Mean Number of Persons per Household 

Pandaçan and Paco Biflan Total 

Household Size 6.28 5.81 6.02 

Number of Children 3.56 3.23 3.37 

Number of Children Under Five Years Old 0.52 0.62 0.58 

Number of Working Children* 1.68 1.35 1.49 

N 273 357 630 

Source: author's survey 2002. *including non-clnld labour louse 	s. 

Only two of the 630 households do not have a female parent present, whereas 10.5 per 

cent of the households are single female headed households. In 40.5 per cent of the 

households there are adults present in addition to the parents. These are mainly adult 

children (81.2 per cent), with the majority being between 18 and 25 years of age. 

Grandparents (parents of either the male or female head of household) only account for 

seven per cent of "other family members". The relatively low number of elderly 

household members is most probably a result of the high level of migration into the 

areas, particularly by younger families. 

Table 7.2 Mean Housing Size 

Pandaçan and Paco Biflan Total 

Number of rooms per household 1.35 2.25 1.86 

Number of persons per room 4.65 2.58 3.24 

N 272 354 626 

Source: author's survey 2002. 

The built up and congested nature of Pandaçan and Paco, discussed in Chapter 6, is 

reflected in the size of the housing with just over one room per household and an 

average of 4.65 persons per room, compared to 2.58 in Biflan (Table 7.2). The majority 

of surveyed households in Biflan are squatters and do not have any rent expenses, the 
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exception being recently arrived migrants who rent from other squatters. Most 

households in Pandaçan and Paco pay rent. 

Table 7.3 Households with Access to Basic Services and Ownership of Appliances 

Per cent 
Pandaçan and Paco Binan Total 

In-house Water 31.7 30.0 30.6 

In-house Sanitation 79.5 69.5 73.7 

Television 91.5 84.9 87.5 

Fridge 29.2 31.1 30.2 

Telephone 7.0 17.6 13.0 

Other Expensive Items 17.3 37.8 28.9 

N 271 357 628 

Source: author's survey 2002. 

The majority of households share toilet facilities with one or more households, 

particularly in Pandaçan and Paco (Table 7.3). The apparently high frequency of in 

house sanitation is an indication of access to communal toilet facilities, rather than 

private ones124.  The absence of in-house water means that a household member has to 

queue at the pump, often several times a day. In Binan water is available free of charge 

from the communal pumps whereas households in Pandaçan and Paco have to buy 

water by the litre from households that have in-house water (at a mark-up price). 

The presence of various electronic appliances in households provides an indication of 

household income levels, and the absence of savings facilities means that frequently 

savings are invested in electrical appliances, which can easily be sold or pawned. "Other 

Expensive Items" mainly consist of electrical appliances such as DVDs, videos and 

stereos (Table 7.3). The higher frequency of "Other Expensive Items" in Biflan is a 

reflection of the seasonal income where households invest their savings in electrical 

appliances, only to pawn them a few months later. As can be expected there are 

significant differences in income levels between households where these appliances and 

124 See Appendix 15. 
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services are present, and those where they are not (Table 7.4). The smallest difference in 

household income is found with water and televisions. Televisions are present in almost 

all households and are typically the very last item to be pawned or sold. Fridges are seen 

as an investment but are also often used for business, such as Buy and Sell of meat or 

other perishable goods. Telephones are luxury items and status symbols, particularly 

mobile phones. 

Table 7.4 Relationship Between Household's Weekly Mean Income and Presence of 

Appliances or Services 

Weekly Mean Income (Pesos) 

Appliance /Service Estimated Difference in Household Income 

Between Where Appliance is Present and Not 

df 

Present Absent 

Telephone 3,102 1,940 1,162 (95 per cent CI: (664 to 1660) p < 0.001) 71 

Fridge 2,844 1,772 1,072 (95 per cent CI: (785 to 1358) p < 0.001) 200 

Sanitation 2,289 1,496 793 (95 per cent CI: (615 to 970) p < 0.001) 526 

Other Items 2,645 1,859 786 (95 per cent CI: (502 to 1069) p < 0.001) 208 

Water 2,557 1,861 696 (95 per cent CI: (420 to 973) p < 0.001) 231 

Television 2,152 1,514 639 (95 per cent CI: (375 to 902) p < 0.001) 109 

Source: author's survey 2002. 

7.1.1 Education 

The overall education levels for men and women are similar, though the men in most 

cases have slightly higher education rates than women
125.  However, there is a clear 

difference between the two research areas. In Binan only 44.3 per cent of women and 

47.1 per cent of men have a grade above elementary school as opposed to 88.2 per cent 

and 85.7 per cent for women and men respectively in Pandaçan and Paco (Table 7.5). 

The difference between men and women's education is also particularly pronounced in 

Binan, with only 0.3 per cent of women graduating from college compared to 1.8 per 

cent for men. In both areas it appears that women are less likely than men to complete 

high school with more only completing first to third year. There is also an indication 

125  The education levels discussed here are for male and female heads of household. 
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that the men are more likely than the women to go to school with only 0.5 per cent not 

having completed any grade compared to 1.1 per cent of women. 

Table 7.5 Highest Grade Achieved (Per cent) 

Highest grade achieved Pandaçan and Paco Binan Total 

Men Women Men Women Men Women 

No grade 0 1.1 0.9 1.1 0.5 1.1 

Grade I-III 1.3 0 5.1 3.4 3.5 1.9 

Grade IV 0.4 0.4 4.8 5.1 3.0 3.0 

Grade V 0.4 0 2.1 2.5 1.4 1.4 

Elementary Graduate* 12.2 10.3 40.1 43.7 28.7 29.1 

1-3 Year 4.8 7.3 20.7 22.0 14.2 15.6 

High School** 66.1 65.2 20.1 17.5 38.8 38.2 

College Undergraduate 10.9 12.1 4.5 4.5 7.1 7.8 

College Graduate 3.9 3.7 1.8 0.3 2.7 1.8 

Total 100 100 100 100 100 100 

N 230 273 334 355 564 628 

Source: author's survey 2002. *Elementary School is 6 years in total. **High school is 4 year in total. 

The large difference between education levels in the two areas may be a result of the 

different levels of self-employment or employment in the informal economy in the 

places. In Binan the few possibilities of obtaining a formal sector job makes a high 

school degree unattractive. In Pandaçan and Paco the minimum requirement for 

employment in the formal sector is typically high school or even college. Furthermore, 

in Pandaçan and Paco the general perception is that even the most basic (informal 

economy) jobs such as construction worker or Jeepny driver require as a minimum high 

school diploma (FGD:5,9,14). Education levels are fairly equal between spouses. 48.6 

per cent of spouses have the same education level, whereas in 24.6 per cent the man has 

a higher education level, and in 26.7 per cent the woman has a higher education level. 

i 
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7.1.2 Economic Activities and Income. 

The economic activities of the adult men and women differ by gender and research area. 

The overwhelming majority of men in Binan are engaged in the footwear sector, either 

self-employed or as workers. In Pandaçan and Paco the men are overwhelming workers, 

with self-employment being the exception and often a survival strategy. The women in 

both areas are mainly self-employed, having a small business to supplement household 

income, or in Binan working alongside the husband in footwear production. The men 

are considered the households' main income earners, but the majority of them have 

irregular work — particularly in Binan where only 12.3 per cent have regular work 

compared to 39.1 per cent in Pandaçan and Paco (Table 7.6). The difference is largely a 

result of the seasonal nature of the footwear production. The high frequency of irregular 

work means that the men will often engage in several different activities over the year 

(FGD:20,26). 

Table 7.6 Main Activity of Heads of Household (per cent) 

Activity Pandaçan and Paco Biflan 

Male Female Male Female 

Regular Work 39.1 7.0 12.3 0.6 

Irregular Work 51.7 0.4 82.6 0.8 

Housekeeping 2.6 51.3 1.2 10.7 

Unemployed 5.7 0.0 0.3 0.0 

Work and Housekeeping 0.0 39.6 0.0 87.0 

Ill and other 0.9 1.8 3.6 0.8 

Total 100 100 100 100 

N 230 273 334 355 

Source: author's survey 2002. 

For the women who engage in both work and housekeeping, the work is irregular. The 

low proportion of women with regular work is largely a reflection of the expectation 

that women give up formal employment when marrying and instead shift to work which 

can be combined with domestic responsibilities. The prevalence of irregular 

employment for the men further emphasises the need for women to engage in some kind 
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of income generation to diversify the household's sources of income. Most of the few 

women who have regular work have a husband who also has regular work. Regular 

employment tends to be more prevalent among those with high school or college 

education than those with only primary school education. However, regular formal 

employment opportunities are scarce and the labour law provides special privileges for 

workers after six months of formal sector employment. This results in the majority of 

employers only hiring workers for less than six months, particularly in the service and 

manufacturing sectors, thereby causing the affected workers to be constantly searching 

for new employment126. The low unemployment level, particularly in Bihar', is a 

reflection of the majority of workers being outside any unemployment benefit schemes 

which forces them into alternative forms of income generation such as self employment 

when they lose their job (Table 7.6). 

The prevalence of irregular employment and involvement in the informal economy is 

also reflected in the income levels of the households. In the formal sector, the minimum 

wage is approximately 8,000 pesos per month or about 2,000 pesos per week127  (DOLE 

2002:16). In Pandaçan and Paco informal economy workers earn between 100 to 300 

pesos a day, though their working hours are often considerably longer than the formal 

sector workers. Some professions such as jeepny128  or taxi driver can provide even 

higher daily income but the working hours are very long and effectively the worker can 

only work every second day129  (FGD:5,12,15,17). For the households which operate 

MSEs, the income differs significantly depending on the type and size of the business. 

Table 7.7 Weekly Household Mean Income by Area130  (Pesos) 

Pandaçan and Paco (N) Binan (N) Total (N) 

2,358.5 (258) 1,839.9 (318) 2,071.8 (576) 

Source: author's survey 2002. 

126 Article 279 and 281 of Presidential Decree No. 442. 
127  The minimum wage rate varies by district. The figure provided is for the National Capital Region 
(Manila). 
128 A jeepny is a military jeep, which has been lengthened and converted to a bus. 
129 A normal day for a driver is 18 — 20 hours as the taxi or jeepny is rented on a day to day basis (II:70). 
130  Note that a high percentage of households in Bifian did not provide an estimate of their weekly 
income. See Appendix 15. See also Table A.19.1 and A.19.2 for household distribution of income levels 
and household income levels per person respectively. 
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There is a slight difference in income levels between the two areas (Table 7.7). The 

lower mean income in Binan is a reflection of the data collection being conducted partly 

during the low season, but also because a number of households in that area 

(particularly in the higher income groups) did not provide an estimate of their income, 

thereby lowering the mean. 

Households in both areas experience variations in their income over a year. In Binan 

this especially reflects the seasonal nature of the footwear production, which allows a 

household to generate relatively large incomes during a few months while leaving few 

prospects, if any, of making money during the low seasons
131  The monsoon also 

periodically floods part of the research area, forcing temporary closure of sidelines
132  In 

general, work in Pandaçan and Paco is not seasonal, but work in the market and the 

sidelines is to some extent affected by the monsoon, which brings some financial 

hardship during the months from June to August. 

The positive correlation between education and regular employment, discussed above 

and the higher income in the formal than the informal sector, contribute to a significant 

positive correlation between education and income, suggesting that there is (generally) a 

positive return on investments in education
133  (Table 7.8). However, in Pandaçan and 

Paco the positive correlation between education and household income is not present for 

One to Third year high school graduates relatively to elementary school graduates. It is 

not clear what causes the relatively lower household income for this group. 

A final note concerns single female headed households. They are characterised by 

generally having lower household incomes and fewer resources than two parent 

households, as is also the case here. Single female-headed households have a 

significantly lower mean weekly income of 1,717 pesos, 391 pesos less than male-

headed households134. Single female headed households are in most cases also less 

131 See Appendix 22. 
132 Floods generally only have a limited negative effect on footwear production except in extreme 
circumstances. 
133 The Pearson Chi-square correlations for education and income are 0.259 (p<0.01) and 0.215 (p<0.01) 
for women and men respectively. 
134 The difference is significant at 0.05. (Mean square 7.284, F=4.213, p=0.041, df:1). 
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likely to have items of value in the household than do households with the male head 

present. For this group children's contribution also constitutes a greater percentage of 

total income (see Chapter 7.3.6). 

Table 7.8 Mean Household Income by Education Leve1135  (Pesos per week) 

Pandaçan and Paco Bifian 

Male Female Male Female 

Elementary School* 2,285 2,027 1,789 1,731 

High School Year 1-3 1,650 1,921 1,820 1,818 

High School Graduate 2,341 2,326 2,016 1,968 

College 3,136 2,931 2,378 2,662 

Total 2,420 2,359 1,877 1,842 

N 223 258 300 316 

Source: author's survey 2002. * Year 1 to 6, 'ncluding "No grade". 

7.1.3 Summary 

The composition of the households in this research reveals a significant difference 

between the two areas in education, though the education levels are similar between 

spouses. There is a positive correlation between household income and education levels: 

households with college education have the highest average income. While men are the 

main income earners, the vast majority of them, especially in Bifian, have irregular 

work. This is a central factor in influencing household's involvement both in 

microfinance and MSEs. It also affects the role of women and their responsibilities in 

generating an income as is reviewed below. 

7.2. Control Over Income 

A central element in development policy and theory is control over income, as evident 

from the discussion in Chapters 3, 4 and 5. One of the main arguments in support of 

microfinance is the empowering effects it has by enabling women to generate their own 

BS  The difference in income between education levels is significant for all groups except males in Bifian. 
Pandaçan and Paco: Male (Mean square 8.207; F:4.208, df:3, p=0.006); Female (Mean square 6.654; 
F:3.576, df:3, p=0.015); Bifian: Male (Mean square 2.500, F:1.667, df:3, p=0.174); Female (Mean square 
4.876; F:3.344, df:3, p=0.02). 
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income. This argument also finds support in the Bargaining Model and Feminist Theory 

which both argue that it will increase the relative power and bargaining position of the 

women in the households. An increase in resources under the women's control is also 

likely to have a direct positive impact on children - such as nutrition and education 

(Khandker 1998a:98; Panjaitan-Drioadisuryo and Cloud 1996:776). 

While the men are considered by the respondents to be the main income earners, it is 

generally the women who are in charge of household finances and who are responsible 

for administering the income, including obtaining and paying off loans136137 . Only in a 

few cases is it the man who is responsible for administering income and budgets, and 

this is generally only if the woman is ill or considered incapable of administering the 

fund responsibly due, for example, to a drinking or gambling problem138  (GGD:7). The 

allocation of responsibility for household budgets to women corresponds with the 

findings of Illo (1997:13), that in the Philippines household budgets are under the 

women's authority. 

The feminisation of loans also means that in most cases when a man needs a small loan 

he will approach his spouse to obtain it for him. (Access to informal credit is discussed 

in Chapter 7.3.) While the man is responsible for repaying such a loan to the woman, it 

is ultimately she who is liable as she has obtained ít139. Larger loans are also the 

women's responsibility, but these are discussed with the men who (generally) have to 

give consent. Some men express the opinion that they also thereby become responsible 

for the repayment (FGD:11,20). However, loans are a contentions issue, indicated by 

the fact that some of the women do not inform their husbands of the possibility of 

taking out loans through microfinance (GGD:4;FGD:15,22,24). While the women are 

responsible for administering the household's day to day budget, control over larger 

amounts more is ambiguous. In some discussions the opinion is that both have veto 

right over any expensive purchases, while in others it is solely the man who has the veto 

right. Several women expressed the opinion that the man is the head of the household 

136 The exception to this is production related loans in the footwear sector. 
137 GGD:2,4,6,7;FGD:5,9,13,17. 
138 Though men do occasionally obtain small loans (through informal networks) they appear to prefer to 

let the women obtain them (GGD:2,FGD:26). 
139 GGD:6; FGD:9,10,12,13,15. 
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and main income earner and therefore has the ultimate say in any decision
14°  

(GGD:6,7,8;FGD:11). Others believe it is the wife who has the last say on budget 

issues, though they may be referring to decisions regarding the normal household 

budget rather than extraordinary expenditures (GGD:2,9). However, while the women 

have control over the household budget, the men are generally aware of how much there 

is available and can therefore make certain demands concerning quality of meals etc. 

While women are in charge of the household budget, they are also expected to close any 

gap between income and expenditure (FGD:11,12,13,15). The men keep an allowance 

before handling the remainder of the income over to the women and the men's 

responsibility largely ends there141. Under special circumstances such as illness or other 

emergencies the man will seek to take on extra work (if possible), but otherwise it is the 

woman's responsibility142. For larger expenditures such as rent, electricity bills, 

education costs or religious holidays, the women are expected to save up from the 

household budget. In addition, many of the women acknowledge that they also have 

private savings unknown to the husband, though these savings are typically small and 

intended for emergencies rather than starting sidelines (GGD:4;FGD:15,22,24). The 

expectation that they make ends meet lead the majority of women to engage in so called 

sidelines, a secondary economic activity to supplement household income. These can 

typically be combined with domestic responsibilities. Besides sidelines, alternative 

sources of income for women are scarce and are normally limited to washing clothes for 

others or sewing. Sidelines are typically managed solely by the women and often 

operated with the help of the household's children (FGD:5,12,15). 

The female head controls the part of the man's income, which is given to her, and any 

income she generates herself through her sideline. However, in addition to this, she also 

140 The notion "main income earner" and "head of household" is applicable even when the man is 
unemployed or otherwise does not generate an income. 
141  The size of the allowance varies between households and also with income. One woman states her 
husband keeps half of his income but uses part of it for household expenses (GGD:2). Others say their 
husbands keep between 40 to 200 pesos or approximately 25-30 per cent of their earnings per week 
(GGD:2,4,7). 
142 In the case of the husband's unemployment or inability to generate an income he gets an allowance 
from his wife. The size of this depends on her income, but he gets his allowance first, before other 
household expenditures are met (GGD:4; FGD:9,17). 
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controls part of the income generated by the household's other members. Any adult 

member or grown-up child in the household gives an amount of their earnings, though 

the amount differs and the percentage tends to be smaller the older the children, 

particularly if they are boys. Younger children, especially girls, hand over the majority 

or all of their earnings to the woman (See Chapter 8.3.3). While the men encourage or 

expect the women to engage in sidelines, the women also see these sidelines as a source 

of income only they control. Some of the women further see the sidelines as a safety net 

for them and the household if the man should leave or be unable to work 

(GGD :4;FGD :10,11,12). 

While women in the households have control over the household budget, the 

expectation that they cover any shortfall between household expenditure and the 

allocation given to them by the men imposes a responsibility on women to generate 

income. This responsibility may compel them to rely on the resources which they 

control, including the labour of the household's children. The empowerment facilitated 

by microfinance in such an environment takes on a different form from that found by 

Kabeer (2001) and Montgomery et al. (1996) in their research in Bangladesh. In the 

surveyed Philippine households microfinance does not appear to empower women by 

increasing their control over money per se, but may increase the share they do control, 

including their own (secret) savings, as well as expanding their chances of generating an 

income. The control over household budget and the responsibility to cover expenditure 

make women key figures in influencing children's involvement in work as this and the 

following chapter will show. However, first it is useful to review the sources of credit 

available in the two areas and the importance of these different forms of credit. 

7.3 Microfinance and Other Sources of Credit. 

In both research areas there are a number of different sources of credit available, most 

of which are informal and come at a premium. The poorest of the poor are in most cases 

excluded from larger loans and are instead limited to small informal loans and store 

credit. There are no savings facilities available to the poor who are unable to open bank 

accounts, except for microfinance143  A few are able to obtain loans from loan agencies 

143 Banks require a minimum deposit of 500 pesos to open an account (FGD:25). 
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though these generally require either formal sector employment or legal ownership of 

property. While Cooperative Credit Unions are common, particularly in rural areas of 

the Philippines, as discussed by Ghate (1992:98), these do not appear to be present in 

the research areas, and are not identified as an alternative source of finance among the 

participants of this research. 

7.3.1 Informal Sources of Credit 

The most common form of credit is a network based lending system, referred to as 5-6 

(borrow five, pay six). It mainly involves small loans, available at short notice, which 

are obtained from neighbours or friends and acquaintances living in the 

neighbourhood144. The system is widely used for a number of purposes, particularly as a 

safety net against the fluctuating daily incomes experienced by most households, but 

especially the poorest. As most poor households have difficulties saving up to meet 

larger expenses, they also frequently rely on this network to pay rent, electricity bills 

and education related expenses, as well as in case of emergencies, such as health related 

expenses (FGD:5,7,14). The system is based entirely on personal relations and 

reputations in the area. Collateral is not required, and as the name indicates, the interest 

is 20 per cent though the repayment period varies. It is generally short, in some cases 12 

—14 hours, or a few days. In the case of larger loans for bills, repayment can take place 

over a couple of weeks. The system is used frequently, particularly by low-income 

households, which rely on it sometimes several times a week (GGD:4; FGD:10,12, 

II:22). While 5-6 is not often used for capital to start or expand a MSE because it is 

considered too expensive and the amounts, in most cases, too small, it is frequently the 

only source of cash credit available to the poor (FGD:7;II:62). 

A second form of credit available to the poor is provided by stalls and shops in the area, 

again a service the poor use frequently, often 2-3 times a week (FGD:13,14). The basis 

of the credit is personal relations and reputation. Unlike 5-6 there is no direct interest, 

though goods are sold at a premium, but the credit period is also short, generally only 

until the following weekend or payday. Even households with relatively high income 

144 Ghate (1992) finds that 5-6 services are offered by professional moneylenders. However, I found that 
5-6 is used among neighbours, while professional money lenders (coming from outside the 
neighbourhood) are referred to as Bombays. 
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use this service because of shortfalls just before pay day. A similar service is provided 

through the Buy and Sell businesses, where items and food can be bought on credit and 

repaid over a period of time. These businesses do not charge an interest but sell the 

goods at a premium (see Chapter 7.4). 

The absence of savings facilities is especially an issue in Binan where the income is 

highly seasonal. Lacking an alternative, people invest savings in electrical appliances 

that can be pawned later on (FGD:25). The households that are better off also buy 

jewellery, but they are a small minority (II:39). Both electrical appliances and jewellery 

are easily pawned, though at a loss compared to the purchasing price. The pawnbroker 

offers one to three months credit on items and charges five per cent interest a month. 

However, when the client is unable to repay the loan on time, the item is sold (II:39). 

In both areas, moneylenders from outside (referred to as Bombays
145)  are operating, 

though they are more prevalent in Pandaçan and Paco than in Binan. They charge 20 per 

cent interest for a loan, but the repayment period depends on the size of the loan146.  

They do not, however, offer their services to everybody. As the moneylenders have 

limited means to ensure repayment, they first require a show of ability to pay. This is 

normally done by purchasing some kind of item from the moneylender, typically some 

kind of smaller electrical appliance such as an electric fan. Once the item has been paid 

for, to the moneylender's satisfaction, then loans are offered. The purpose of this is 

dual. One is to ensure that the household is a reliable payer; secondly the item can be 

taken back as collateral if the household is to default on a loan later on. It takes time to 

establish credit with the moneylender and several households have not been allowed 

even to buy an appliance through the moneylender. However, once approved by a 

moneylender, loans are available instantly, and for some MSE operators their service is 

145 A reference to the Indian city of Mumbai as it is mainly people of Indian descent who offer this 

service. 
146 For a loan of 500 pesos the repayment period is 40 days of 15 pesos a day, working out to 20 per cent 
interest for 40 days. For larger loans the repayment period is three months, again with 20 per cent interest 
for the loan period, thereby lowering the effective interest rate. There are daily repayments which start the 
day after the loan is taken out (GGD:1; FGD:12). 
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preferable to microfinance loans due to the longer processing time of the latter, despite 

the higher interest147. 

The households in Binan who are involved in the footwear production often depend on 

credit for purchasing materials from the Manager who provides them with the 

production order148. The interest varies with the repayment period, which normally 

corresponds with the deadline for production, but is between five and eight per cent for 

45 to 90 days production period. However, the Managers only provide credit for 

specific stores that charge marked up prices. The credit from the Managers cannot be 

used for other purposes, but is tied to footwear production. The exception is that some 

Managers provide loans for consumption to their best workers during low season to 

ensure that they will work for them during peak season (II:1,4,66). 

A special note is required about credit in the footwear production sector. While the 

small producers have a great demand for production capital during the peak seasons 

they are effectively prevented from obtaining capital from anyone but the Manager. If 

the small producers do not require financing from the Managers, they get paid less per 

pair of shoes they produce, or may even be denied a production order. However, the 

Managers do allow the small producers to finance a small part of the production with 

their own capital (GGD:3;FGD:6;10). The Managers' control over the orders and their 

financing of the production lower the profit margin for the small producers, who instead 

have to rely on production volume to earn income. A few of the small producers operate 

without a Manager. They instead finance their own production and try to sell their 

products on the local market. This is often done solely as a survival strategy and the 

production is normally limited to low cost slippers and sandals (referred to as bargain 

shoes) with only marginal net income. In addition, they risk possible prosecution as they 

operate without a business license or the protection of working under a Manager's 

license (GGD:6; FGD:21;II:1). 

Fewer than eight per cent (50) of the surveyed households use informal source of loans 

(excluding 5-6) and frequently (48 per cent) the loans are small, less than 2,000 

147  FGD:5; II:22,25,26,44. 
148 See Appendix 22 for a description of the footwear sector. 
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pesos149. The main source of loans is the moneylender (Table 7.9). Few borrow from 

their employer, a service reserved for a few footwear sector workers and workers in the 

formal sector. The high frequency of small loans also reflects the difficulty of most 

households in saving up for expenses, which is further underlined by interviewed 

households expressing the wish for fast access to small loans of up to 2,000 pesos for 

working capital for their sidelines, or to meet larger expenses (FGD:5). 

Table 7.9 Sources of Non-Microfinance Loans (per cent) 

(Excluding 5-6 and Store Credit)
15°  

Pandaçan and Paco Bit-Ian Total 

Bombay 66.7 47.1 60.0 

Employer* 6.1 5.9 6.0 

Other*** 27.3 47.1 34.0 

Total 100 100 100 	, 

N 	  33 17 50 

Source: author's survey 2002. *Excluding credit for production 

** "Other" includes loans from family, loan agencies and Pawnbrokers. 

The mean household income is slightly higher for households which have taken out 

loans from these sources than those which have not (Table 7.10). However, there is a 

clear difference in income levels between households which borrow from the money 

lender (2,509 pesos) and non-borrower households (2,044 pesos). There is also a higher 

average of asset ownership among these 50 households, than among the non-borrowing 

households, lending further support to the suggestion that the service of the money 

lenders is mainly for the relatively better off households. Other loans are mainly from 

private loan institutions, which require formal sector employment, pensions or 

ownership of property to provide loans. Bank loans are largely unavailable except to a 

very few (II:1,2,43,49). 

149 See Table A.19.3 for size of non-microfinance loans. 
150 5 — 6 and store credit are excluded as these loans are small and frequent (sometimes several times a 
week) making it impossible to obtain a reliable estimate. 
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Table 7.10 Mean Household Income by Source of Loan (Pesos) 

Source of Loan Mean Income (N) 

Bombay 2,509 (28) 

Employer 1,833 (3) 

Family 1,500 (1) 

Other 2,260 (15) 

For All Borrower Households 2,365 (47 *) 

For All Households in Survey 2,070 (576) 

Source: author's survey 2002. * Three borrower households have not stated their income. 

It is clear that there are limited sources of credit available to the majority of the 

households, and in most cases only for smaller amounts and at a premium. HIowever, 

these sources of credit, through the informal networks and store credit, are of the utmost 

importance for households with irregular incomes. The absence of savings facilities 

makes households rely instead on alternative methods such as purchasing electrical 

appliances and relying on pawnbrokers to capitalise their assets, with financial loss. In 

addition, the absence of appropriate credit facilities presents an obstacle for most 

households wishing to start or expand a MSE. The demand for affordable credit and 

savings services for poor households provides a clear role for the products that 

microfinance offers. 

7.3.2 Microfinance Participation 

While it appears that there would be ample demand for microfinance services in the two 

areas, given the above, there are however issues regarding exclusion of the poorest of 

the poor. The poor are already excluded from most sources of credit, except for 

expensive informal credit from local suppliers. While the microfinance programs 

operating in the two areas are targeting the most marginalized households, and two of 

the programs are directly targeting households with working children, there are 

indications that the poorest households are not participating in these programs. Instead 

is it the households with higher average incomes, higher education and fewer children 

who participate (Table 7.11). 
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Table 7.11 Mean Household Income by Microfinance Participation (Pesos) 

Microfinance 

participation: 

Members Non- 

Members 

Significance 

Pandaçan 

and Paco 

2,744 1,622 1,123 (95% CI: (849 to 1,396) p<0.001) df:255 

Biran 1,999 1,477 522 (95% CI: (292 to 753) p<0.001) df:300 

Total 2,320 1,547 731 (95% CI: (540 to 953) p<0.001) df:572 

Source: author's survey 2002. *See also Appendix 21 on NGOs. 

Given the findings in Chapter 5 it is not that surprising that the income levels are lower 

for non-participants than for participants. What is interesting is the size of the 

difference, which is particularly large in Pandaçan and Paco. There is also a significant 

difference between the education levels of participants and non-participants, with 

participants on average being better educated and many have either high school or 

college (Table 7.12). However, there is little difference between men and women's 

education level and participation. As expected there is also a clear difference in the 

ownership of electrical appliances between participants and non-participantsisl  

These findings are in line with the discussion in Chapter 5 concerning the exclusion of 

the poorest of the poor, and the findings of, among others, Hulme and Mosley (1996) 

and Montgomery et al. (1996) that the poorest of the poor appear to be underrepresented 

in microfinance programs. However, what is less clear from the earlier discussion is the 

cause of this exclusion: whether it is failure to be accepted into savings groups or 

voluntary exclusion due to risk aversion or other factors. 

15! See Table A.19.4. 
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Table 7.12 Education Level and Microfinance Participation (per cent) 

Education Level Microfinance Participation 

Yes No 

Male Female Male Female 

Elementary School* 32.9 33.1 47.1 44.7 

I-Iigh School Year 1-3 15.1 16.1 12.2 14.6 

High School Graduate 39.8 39.0 36.6 36.5 

College 12.2 11.9 4.1 4.2 

Total 100 100 100 100 

N 392 436 172 192 

(Females: Chi-square 13.847 df:3 p=0.003 ; Males Chi-square 15.643 df:3 p<0.001) 

Source: author's survey 2002. * Includes no school participation. 

For the non-participants, self-exclusion is given as the cause by 13.2 per cent. The 

underlying reasons are either the inability to meet the savings requirements or a fear of 

taking out loans. The latter is particularly an issue for the programs run by UPLIFT and 

TSPI, which require their members to take out loans continuously, and do not allow 

members only to save up. In these two programs members not wishing to take out loans 

are excluded. This supports the findings of Mathie (2002:19) and Eversole (2000:49) 

who suggest that programs which require continuous borrowing of larger and larger 

loans have difficulties in attracting the poor. Risk-aversion is a major reason for self-

exclusion. The poorest of the poor have little or no means of absorbing a negative 

financial shock (Zaman 1998:60; Eversole 2000:49; Hunt and Kasynathan 2001:48; 

Zeller and Sharma 2000:144). However, the programs under Visayan Forum and Open 

Heart, do not require members to take out loans. This may also explain the success of 

these two programs in attracting relatively poorer segments of the population than 

UPLIFT and TSPI, as measured by household income152. However, self-exclusion also 

takes place because joining would be another (financial) obligation, which the 

household would have difficulties in meeting (FGD:14). One expression used is that it 

is "just another headache" which suggests that the benefits of microfinance are 

sometimes outweighed by the savings and meetings requirements. Regardless, the 

152 See Appendix 21. 
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option just to save is particularly attractive for the poorer households, who indicate that 

this is one of the main attractions of the programme (GGD:2;FGD:15,23;II:21). 

Risk aversion also extends to the collective responsibility of the group used by 

microfinance programs. A number of interviewees have previously had problems with 

microfinance programs or heard about people who have had problems concerning group 

responsibilities for defaulters, when group members have been forced to pay for other 

members. For them, the collective responsibility acts as a clear a deterrent to joining a 

microfinance program (FGD:25;II:42,100). Furthermore, the poorest also express a fear 

that much of the loan will be consumed by the household rather than invested, and those 

who owe money fear they will be forced to use the loan to repay their debts (FGD:14). 

There is also reason to assume that this group, which has frequently relied on borrowing 

from others, will be expected to return the favour if they suddenly have cash available, 

thereby undermining the foundation for starting up a MSE. 

Few of the non-participants, only five (or 2.5 per cent), report that they have not been 

accepted into a group. These also have the lowest household income (an average of 

1,200 pesos), suggesting that they are viewed by the other members as too poor153. The 

small number of non-participants who are actually refused acceptance into a savings 

group may also be because the poorest of the poor fear or expect that they will be 

refused and therefore do not seek to be accepted into a savings group. This is a point 

also made by Coleman (2002:19) and Mathie (2002:19). 

However, while self-exclusion or inability to be accepted into a savings group account 

for 15.7 per cent of the non-participation among interviewed households, the largest 

group by far are those who have not heard of the programme (74 per cent). As also 

found by Gibbons and Meehan (2000) and Coleman (2002), the poorest of the poor 

appear not to know of the programs and their services. Among these 74 per cent are 

people whose neighbours are members, which may suggest that savings groups are 

created together with friends and relatives (II:45,97). The reasons for this can either be 

the trust required for financial cooperation, but also quite possibly the access to benefits 

153 See Table A.19.5. 
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through the microfinance programme, suggesting the members want to ensure that 

assistance goes to them and members of their own informal network. However, it is not 

clear to what extent the co-members of the savings groups are also together in the same 

informal lending networks (5-6). It is clear though that the introduction of other benefits 

such as health services and scholarships could act as an incentive to only accept friends 

and relatives into the savings group and keep outsiders out. This is even more so if the 

benefits are allocated based on the needs of each group member, as the poorest of the 

poor will qualify first, thereby possibly preventing the other members from obtaining 

these benefits. 

The majority of the non-participants (68 per cent) did express an interest in participating 

in the programme if given the option, though their ability to actually meet the 

requirements is uncertain. A few responded about the main reason for wishing to join a 

microfinance programme154. Of those who responded, half wish to take out a loan, but 

though they have the highest mean income of the 69 (1,733 pesos), their income level is 

still well below the average 2,744 pesos for microfinance members. It is therefore 

questionable if their financial situation would enable them to participate even if they 

were to be accepted into a savings group. 

There are two additional groups which stand out as disadvantaged with regard to 

participating in the microfinance programs: single mothers and homeless. Homeless 

families are not eligible for participating in microfinance programs, either as savers or 

borrowers. The formal reason is the requirement for an address, though the likelihood of 

them defaulting is more of a concern. However, homeless households are not allowed to 

save either, and would most likely find it difficult to be accepted into a savings group. 

In Pandaçan and Paco one homeless family is participating in the microfinance 

programme as it became homeless (due to illness) after having joined. The household is, 

however, excluded from taking out loans as long as it remains homeless (01:4). The 

exclusion of homeless is a general issue in microfinance programs and is not limited to 

the two research areas, as discussed in Chapter 5. Single mothers, on the other hand, are 

disadvantaged due to their lower income levels and generally more vulnerable situation. 

154 Only 69 respondents of the 198 non-participants. 
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While they are able to participate in the microfinance programs, their single status 

complicates loan applications, which require two signatories (GGD:6). However, a 

number of women are registered as single mothers because the husband is working 

overseas; but to the extent he is sending home remittances this leaves the women in 

quite different circumstances than if they were divorced or separated. 

For the households which do participate in microfinance programs, the three main 

reasons for having joined are: wanting to save, wanting to take out loan, and wanting to 

qualify for other benefits under the microfinance programme155  However, for some 

groups of participants, the actual financial services of the microfinance programme are 

not seen as a major advantage, regardless of the savings facilities and cheap credit. A 

number of the men (spouses of members) interviewed see scholarships as the only 

benefit of the programme (FGD:9,13). The negative responses on behalf of some of the 

participants are in part related to the frequent meetings (once a week) required under the 

programs, which are considered a hassle that prevents the participants from working and 

looking after the household156  While the high opportunity costs of frequent group 

meetings (along with small loan sizes) are a standard approach to discourage the 

participation of the non-poor (Mathie 2002:19), this also represent a strain on the poor 

as they have to allocate time to non-productive activities, such as meetings. 

It is clear that the poorest households are less likely to participate in microfinance 

programs than the relatively better-off households. This is either because of risk 

aversion, programme designs which do not appeal to the poorest, or inability to be 

accepted into a group, but more importantly because they are not aware of the 

programme or its being intended for them. This questions the effectiveness of 

microfinance in reaching households with working children given the assumption of a 

link between income and the household's reliance on child labour. However, before 

reviewing this further (in Chapter 7.3.6) there is another issue concerning microfinance 

outreach in addition to non-participation: the households which join, but become 

inactive or leave the programs. 

155 Some members also like the social aspect of programme (FGD:15). 
156 GGD:I;FGD:5,14,25;II:59,65,94. 
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7.3.3 	Inactive Members 

The ability to retain members is another issue affecting the impact of microfinance, with 

high drop-out rates often representing a significant problem. There is a range of reasons 

and while non-financial factors are influential, it is often difficulties in meeting savings 

requirements and repayment obligations that are the main causes. As pointed out by 

Hulme and Mosley (1996:115) and Joyas and Alip (2003:89), poor people are 

vulnerable to sudden events such as illness and medical expenses, which perpetuate 

poverty and drain their limited resources. The microfinance programs in both research 

areas suffer from a large percentage of the members becoming inactive. A total of 161 

members or 37 per cent of the interviewed participants have become inactive, including 

defaulters on loans. Inactivity is particularly a problem in Pandaçan and Paco where 63 

per cent of the members have become inactive157. Inactivity takes two forms; either it is 

failure to meet the savings requirements and participation in meetings, or it is through 

defaulting on loans. (On defaulting, see Chapter 7.3.5.) 

Finance is a significant cause of members becoming inactive. Several members report 

difficulties saving the required amount every week. It is especially difficult for them to 

pay on a given day. They might have the required amount earlier in the week, only to 

see it spent by the time the savings group meets158. It appears that, as also found by 

Hunt and Kasynathan (2001), flexibility in savings and repayments is an important 

factor in maintaining the poorest members' participation. Furthermore, a number of 

participants have become inactive because circumstances (such as illness or temporary 

loss of income) forced them to withdraw their savings and they find it hard to start again 

afterwards159  The need to withdraw their savings, which thereby also excludes them 

from taking out a loan, is a common issue for vulnerable households. While financial 

reasons are frequently given as the main reason for becoming inactive, the difference in 

income between active and inactive members is largest in Pandaçan and Paco (1,164 

pesos). This is not the case in Biflan where the inactive members actually have a higher 

157 The inactivity is not necessarily permanent. Some members rejoin when their financial situation 
improves. 
158 GGD:1; FGD:13 II:33,40,54,65,66,68. 
159 II:11,24,50,76,88. 
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average weekly income than active members (569 pesos). The difference in Binan may 

be a result of the seasonality of income, as well as the non-response by a number of 

higher income households. Furthermore, the seasonality of income in Binan also 

contributes to members becoming inactive during low season only for them to rejoin 

during peak season (FGD:21;II:58;OI:1). 

The combination of other benefits linked to the microfinance programme can also be a 

contributing factor to the high level of inactive members. Those who fail to get the 

benefits they hoped for may lose interest and become inactive. Some inactive members 

state they only joined to qualify for scholarships, but cannot afford to save and/or have 

no intention of ever taking out a loan (II:27,28,54). A number of members also have 

become inactive due to difficulties in the group, including disagreements over access to 

loans or personal issues with members and loan officers. 

The issue raised by Montgomery (1996), concerning the poorest being forced out by 

other members because of inability to meet savings requirements, appears to be less of 

an issue here. Only in a few cases have the poorest of the poor joined and then been 

forced or bullied out by other members (II:50). This may be related to the non-

enforcement of collective responsibility. Whereas programs such as BRAC (in 

Bangladesh) are characterised by strict enforcement of repayment (Montgomery 1996), 

this is not the general practice among the programs operating in the two research 

areas16o  That there are no consequences for the other members may make them tolerant 

towards failure to save the required amount, though the tolerance does not always 

extend towards defaulting, as discussed below. 

The poorer participants appear to be at greater risk of becoming inactive, particularly in 

Pandaçan and Paco. Either they are unable to meet the savings requirements or they are 

affected by a financial crisis, which forces them to withdraw their savings. However, 

inactivity does not happen solely for financial reasons, but may also be linked to the 

provision of other benefits through the microfinance programme, which may initially 

attract participants only for them to become inactive when they fail to receive the 

160 With the exception of the local branch of the Grameen Bank (0I:13) (see Appendix 21). 
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benefits, or after having obtained them. Along with non-participation, inactivity means 

that some groups fail to benefit fully from the microfinance services. The extent to 

which this also includes households with working children will be reviewed in Chapter 

7.3.6. 

7.3.4 	Microfinance Loans 

The main activity of a microfinance programme intended to sustainably alleviate 

poverty is the loan component for investments in productive activities such as start-up 

or expansion of household MSEs. The ability of households to benefit from this 

component is fundamental and the characteristics of both borrowers and non-borrowers 

(of households participating in microfinance programs) are of great importance in 

assessing the potential of microfinance to affect the income generating ability of 

households with child labourers. 

7.3.4.1 Characteristics of Non-borrowers 

There are two main reasons for not taking out loans. Risk aversion is one important 

reason for some members only wishing to save. However, not qualifying is a more 

common reason for not haven taken out a loan. While the main qualification 

requirement is to save for 12 weeks, a total of 44.7 per cent of the non-borrowers have 

not been able to fulfil this requirement161  (Table 7.13). Just below a quarter (24.7 per 

cent) of the non-borrowers state risk related concerns as the main reason for not seeking 

to take out loan162.  In addition to the danger of defaulting, some participants are 

apprehensive about the interest they have to pay, though it appears to be mainly the fear 

of repayment problems which prevents them from taking out loans. The repayment 

requirements contribute to this, as the weekly amount is considered too large and has to 

be saved up over several days (GGD:6;II:15,26). The desire to borrow is also often 

dependent on the husband having regular job or not, as this is often considered 

fundamental in enabling the household to meet repayments163,164. Generally participants 

express the belief that they need an income surplus to take out a loan and do not appear 

161 Though it should be noted that about 51.7 per cent of those not qualifying have been members for less 
than six months. The savings requirement is 20-25 pesos a week, depending on the NGO (Appendix 21). 
162  "Too risky": 18.4 per cent; "Don't have regular job": 6.3 per cent. 
163 However, a few men want loans because they don't have any jobs (FGD:17). 
164 FGD:15;II:10,28,55,68,98. 
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to think that a loan would actually help to (significantly) increase household income
165  

(GGD:1,5,6,7). 

Table 7.13 Reason for Not Taking Out Loan (per cent) 

Pandaçan and Paco Binan Total 

Do not yet qualify 66.1 31.1 44.7 

Too risky 12.1 22.4 18.4 

Don't need loan 4.0 20.4 14.1 

Don't have regular job 1.6 9.2 6.3 

Other* 16.2 16.9 16.5 

Total 100 100 100 

N 124 196 320 
 • 93 Ltm_ _ • Source: author's survey 2002. *includes the categories: "Don't want to start business , 

complicated", "Have other loan", "Not borrowers' turn yet". 

While loans are considered the most important component of the microfinance 

programme in terms of contributing to the long term alleviation of poverty, a number of 

the participants, especially in Pandaçan and Paco express no interest in taking out loans. 

Rather they joined because they wish to save and to benefit from the other services 

provided under the microfinance programme. The provision of scholarships and health 

services are put forward as especially important reasons for joining166,167.  

The risk aversion against taking out loans appears also to be related to concerns about 

the profitability of any MSE the members would be able to invest the loans in. They 

express the sentiment that the profit margins of sidelines are too low for the risk, as well 

as the view that they lack the skills to successfully operate one (FGD:5,25;11:21,25). 

Some non-borrowers indicate that they are insecure about operating a business with 

borrowed money and suggest that training in running a business, including support to 

identify what type of business to run, might be needed for them to try, while others do 

165 Another common concern is that the family is too large and that the loan therefore will end up being 
used for non-productive purposes such as food, rendering the borrower unable to repay it (GGD:1,5,6,7). 
166 GGD:3,5;FGD:13,15,23;II:48,53,54,103. 
167 See Table A.19.6. 
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not feel it would make any difference in terms of taking out loan. Furthermore, even 

with training, risk aversion still makes savings a preferred option for raising start-up 

capital rather than a loan, or savings as a guarantee for loan (FGD:5,14,15;II:24). Not 

unexpectedly, risk aversion is also related to household income. Those who find loans 

too risky have a mean household income of 1,712 pesos a week compared to 2,104 for 

those who do not yet qualify168. Regardless, for some members microfinance has 

lowered their reliance on 5-6 and the moneylender, as they can more easily save. Some 

still use 5-6 to cover day to day shortfalls and view their savings in the microfinance 

programme as "emergency savings" not to be used for daily expenses169. 

Risk aversion not only prevents households from participating in microfinance but is 

also an issue among households which do participate, preventing some from accessing 

loans. However, the inability to qualify appears to represent the main constraint, where 

members have not saved for the required period of time. Given the issues in qualifying, 

the question is though whether this group would want to take out a loan should they 

qualify, and whether they could repay it (not to mention their ability to benefit 

financially from the loan). The participation by poor risk averse households suggests 

that they may be attracted to the savings services and the other benefits provided rather 

than the prospect of loans. It is clear that risk aversion and difficulties in qualifying 

constitute major obstacles which limit the outreach of microfinance. In order to analyse 

this further, it is necessary first to review the characteristics of the households which 

participate in microfinance and take out loans. 

7.3.4.2 Microfinance Borrowers 

The microfinance participants who do take out loans are, as expected, characterised by 

having a higher household income as well as a higher frequency of items of value than 

non-borrower microfinance participants170  (Table 7.14). The borrower households are 

also characterised by having relatively more males with regular work than do non-

borrowers though the difference is only significant in Binan171.  The presence of a steady 

168  See Table A.19.7. 
169 FGD:5,13,15,23; II:3. 
170  See Table A.19.8 for ownership of assets by borrower and non-borrower households. 
171  Pearson Chi-square: Pandaçan and Paco (0.697, p=0.407 df:1); Binan (4.734, p=0.03, df:1). 
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source of income is frequently instrumental in easing any repayment concerns 

associated with taking out loans (FGD:15;II:55). The higher income level for borrowers 

further suggests that it is the relatively better off households which are able to use the 

opportunity which microfinance provides. With regard to the difference between 

borrowers and non-borrowers in education levels (for microfinance members), this is 

not significant either for men or women in either of the two areas172. 

Table 7.14 Mean Income for Borrower and Non-Borrower Households 

(Microfinance Member Households Only)173* 

Pesos Pandaçan and Paco (N) Bit-Ian (N) Total (N) 

Borrowers 3,706 (51) 2,515 (62) 3,052 (113) 

Non-Borrowers 2,325 (117) 1,799 (160) 2,021 (277) 

Total 2,744 (168) 1,999 (222) 2,320 (390) 

Source: author's survey 2002. *Nine households have more than one loan (from different sources). 

Not all borrower households provided an income estimate. 

In terms of qualifying for loans, the main eligibility criterion is that the member has 

saved for 12 weeks. In principle the saving has to be continuous, but this is not 

enforced. However, in reality the 12 weeks of saving is only the first step in the process, 

as the approval of loans involves both consent of the savings group and clearance by the 

loan officers, which take an additional three weeks. In addition to the borrower, a 

second signatory is also required, normally the spouse of the loan applicant. The initial 

loan is normally between 1,000 and 2,000 pesos. After timely repayment, the borrower 

is eligible to take out a new loan. The loan size increases with each new loan up to 

10,000 - 50,000 pesos depending on the NGO174. However, the members of the savings 

group access loans in turn due to the limited loan capital (because of the savings-based 

design of the microfinance programme). This means that it can take more than 12 

months before all members of a savings group have finished a loan circle, and the 

172  Though it is significant at 0.1 for males in Binan. Pearson chi-square: Pandaçan and Paco: Male: 
(1.417, df:3, p=0.702); Female: (0.581 df:3 p=0.901); Bilan: Male (7.559, df:3 p=0.056); Female (5.140, 
df:3 p=0.162). 
173 Difference is significant for each area: Pandaçan and Paco 1,380 (95%CI:(799 to 1,962) p<0.001); 
Binan 716 (95% CI:(236 to 1,120) p<0.001); Total 1,031 (95%CI:(647 to 1,416) p<0.001). 
174 See Appendix 21. 
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borrowers can take out the next loan175. A long waiting period makes it difficult for 

borrowers to plan ahead, and is particularly an issue in seasonal production, where the 

loan may only be available after the season has ended (II:61,62). The non-accessibility 

to loan capital when needed appear to affect the sustainability of the MSE. (See Chapter 

7.4.2.) 

The average loan size is 3,974 pesos in Pandaçan and Paco and 4,129 pesos in Binan, 

and a total of 63 per cent of all the loans are between 2,000 and 5,000 pesos176. There is 

a preference for loans of this size (in some cases even smaller) among most of the 

participants as they are seen as more manageable in terms of repayments than larger 

loans. This is despite a realisation that bigger loans are required in order to start larger 

and sustainable enterprises, such as a market stall. However, the liability of such an 

investment is for most seen as too great. The estimated cost of acquiring a market stall 

is up to 10,000 pesos. Another issue is that market stalls are not compatible with 

domestic responsibilities (GGD:6). Instead loans are largely used either to expand 

existing MSEs or to start-up MSE with limited potential for causing a significant 

increase in household income. More than half of the microfinance borrowers use their 

loan to expand an existing business, whereas 38.8 per cent use the loan to start up a 

MSE. 

The borrowers who use the loan to start a MSE have a lower average household income 

(2,308 pesos) than those who have an existing MSE (3,767 pesos)177. This may suggest 

that the households which start-up a MSE are slightly more vulnerable (financially) than 

those which already have a MSE. There is a clear sentiment that without microfinance 

the borrowers would not have been in a position to start a MSE (FGD:11). Although 

only few (1.4 per cent) report that the loan is used entirely for other purposes, this does 

not represent an accurate picture. While the microfinance providers do not allow loans 

to be used for other purposes than MSEs, dividing loans for several different purposes is 

common. This also has clear implications for the impact of the loan (see Chapter 7.4.3). 

175  This only applies to the Visayan Forum and Open Heart Foundation. TSPI and UPLIFT are both donor 
supported microfinance programs with significant loan capital available. 
176 See Table A.19.8. 
177 See Table A.19.9. 
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Another issue is that the higher income level of microfinance borrowers than non-

borrowers suggests that this group is also more likely than non-borrowers to be able to 

access alternative sources of credit, such as the money lender,. or join alternative 

programs (FGD:21). Some members find that the relatively long application process 

and possible waiting period before getting a loan make microfinance loans a poor 

replacement for the money lender's services. The money lender' service is fast and 

easy for those who have already qualified, though the loans are generally smaller and in 

most cases used for consumption (rather than working capital) because they are more 

expensive (FGD:5;II:25,45,53). Furthermore, some members find it easier to meet the 

daily repayment requirements of the money lender than the weekly payments under the 

microfinance programs (FGD:12;II:44,64). 

This chapter has so far established that the borrowers have on average higher incomes 

and a higher frequency of ownership of assets of value than non-borrowers, which 

suggests that it is to some extent the better off households which are able to benefit 

from the opportunities which microfinance credit offers. It is also noted that borrowers 

using the loan to expand an existing MSE have higher average household incomes than 

those who use the loan to start up a MSE. With regards to accessing loans, the savings 

design of some of the programs presents an issue. The extended waiting period and 

inability to control when the loan becomes available may lower the effectiveness of 

microfinance as a source of working capital, and affects the sustainability of the MSE. 

However, before analysing in more detail the characteristics of the household MSEs and 

the potential impact of loans, there are two issues which should first be reviewed to 

facilitate this analysis: the causes and consequences of default; and the frequency of 

child labour in households. 

7.3.5 Repayment Problems and Consequences of Defaulting 

Given that risk aversion appears as one of the main reasons for not participating in 

microfinance or for not taking out loans, it is of interest to review the characteristics of 

the households which experience difficulties in meeting repayment obligations and the 

consequences of defaulting on loan repayments. While the earlier sections establish that 
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it is mainly households which are relatively better off that take out loans, a number of 

borrowers nevertheless face difficulties in meeting the repayment requirements. A total 

of 44.9 per cent (71) of the borrowers report difficulties in repaying, meaning it is a 

struggle to get themoney together each week. While this does not necessarily mean that 

they default, inability to pay is nevertheless a major problem with 26.8 per cent (35) of 

the borrowers being in default. 

Table 7.15 Reason for Default (per cent) 

Reason Pandaçan and Paco Biflan Total 

Business slow 11.1 33.3 21.2 

Business closed 5.6 13.3 9.1 

Income used by other household member 0.0 0.0 0.0 

Loan used by other household member 0.0 0.0 0.0 

Family reasons (incl. illness) 61.1 33.3 48.5 

Other 22.2 20.0 21.2 

Total 100 100 100 

Total observations 18 15 33* 

Source: author's survey 2002. * Two households did not provide a reason for the default. 

The high frequency of default among the borrowers naturally raises the question of the 

cause of not being able to meet the repayment obligations. While the vulnerability of the 

MSEs is often a concern, it only accounts for about a third of the total defaults. The 

main cause is "family reasons" with 48.5 per cent (Table 7.15). Family reasons cover a 

range of issues, including illness and loss of income (from other source). The cause of 

the difficulties raises questions both concerning the vulnerability of the household itself, 

in that it is susceptible to external shocks which it has few means of absorbing, but also 

concerning the vulnerability of the MSEs in which the household engages, and draws 

attention to the question of sustainability of the impact of the microfinance loan178  (see 

Chapter 7.4.3.). 

178  The fact that none of the defaulters state loss of loan or loss of income from loan (to another household 
member) as a reason for default is interesting, given the discussion in Chapter 5. However, there are still 
indications that the women may not fully control the loan, though it may not necessarily lead to default. 
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Business problems and family reasons are only part of the explanation for the high 

default rate. When looking at mean household income by reason for default (Table 

7.16), it appears that the defaulters who stated "family reasons" and "other" as reason 

for default have a higher mean household income than borrowers on average179. While it 

is expected that it is the vulnerable households which default due to their inability to 

meet repayments, this may not always the case. Rather it appears that defaulting is also 

done by the relatively better off households, both measured in terms of income and in 

terms of assets, with some defaulters appearing to have sufficient income to repay the 

loan180. There are, however, differences between the two areas. Defaulters in Pandaçan 

and Paco have a significantly lower household income of 2,429 pesos compared to a 

mean household income of 4,145 pesos for non-default borrowers
181.  By contrast, in 

Biran while the difference is also significant, it is the defaulting households which have 

the higher income. Default households have a mean income of 3,266 pesos compared to 

2,253 pesos for non-defaulters, as well as a relatively high presence of assets of 

value182.  The defaulting, including by some with the apparent ability to pay, is in 

contrast to the highly risk averse behaviour of the poorer households, and raises the 

question of what the consequences of defaulting are. 

Table 7.16 Mean Income by Reason for Defaulting183  (Pesos) 

Reason Pandaçan and Paco (N) Biran (N) Total (N) 

Business slow 2,000 (2) 1,900 (5) 1,929 (7) 

Business closed - 2,750 (2) 2,750 (2) 

Family reasons (incl. illness) 2,200 (10) 3,438 (4) 2,554 (14) 

Other 3,500 (3) 5,167 (3) 4,333 (6) 

Total 2,429 (15) 3,166 (14) 2,785 (29) 

Borrower (Non-defaulting) 4,145 (38) 2,253 (46) 3,109 (84) 

Source: author's survey 2002. 

179  Six defaulters have not provided an estimated household income (see Appendix 15). 
18°  II:20,49,100,101,102,103. 
181 Pandaçan and Paco (Mean square 30.132, F=9.028, p=0.004, df:1); Biran (Mean square 12.166, 

F=4.067, p=0.048, df:1). 
182 See Table A.19.11. 
183 The difference between the groups (of reason for default) is not significant for either area at CI:95%. 
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Contrary to expectations, the main consequence of defaulting is not the sanctions 

imposed by the microfinance programme and the savings group. Unlike the findings of 

Hulme and Mosley (1996), it does not seem that group lending has resulted in effective 

peer pressure against defaulters, though this is probably the fault of the microfinance 

programs, which, with the exception of the local Grameen Bank, do not enforce the 

collective responsibility of other group members. Rather, the main consequence of 

defaulting is getting a reputation for not paying and thereby losing access to store 

credits along with exclusion from the 5-6 network. These networks are, as discussed 

above, of considerable importance for the survival of the most vulnerable households in 

particular and exclusion from them significantly affects the well-being of the 

household184. The expression used is that the household faces a loss of dignity if 

defaulting, and several of those interviewed also fear having items taken away or having 

to go to jail (FGD:2,5,6,25). This is in line with the findings of Mayoux (2000:17), 

whose anecdotal evidence indicates that to some extent it is the better off who default 

on repayment of loans, whereas the poor strive to repay. Mayoux (2000) also finds that 

defaulting may mean that the poorest of the poor find themselves excluded from 

important networks (social or otherwise) as a result. The poorest of the poor especially 

are very much aware of the consequences of defaulting185.  They are also more likely to 

face expulsion from the informal networks due to defaulting than those who are 

relatively better off. The latter may have their reputation tarnished, but their financial 

capabilities can very well ensure that they continue to get store credit as long as they 

repay the store on time. This group is also relatively less dependent on informal 

networks than the poorest households due to their higher income, and as a result any 

consequence of defaulting is likely to be less severe for them (II:39,58,64). While some 

defaulters insist that there are no consequences at all from defaulting, this is questioned 

by others, and it may rather be an issue of trying to save face particularly if the defaulter 

is poor (FGD:24;II:36,37,52). In Binan there are no indications that defaulting has any 

impact on the ability to obtain credit from the Manager for footwear production. That 

credit system appears to be outside the informal network and is not affected by 

reputation, but only the personal relationship between the Manager and sub-contractor. 

184  FGD:5,12,13,15,20;II:32. 
185 FGD:15,22,25;II:22,33,96,98. 
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Here is should also be pointed out that the high level of defaulting undermines the 

sustainability and the operations of the microfinance programs, especially for VF and 

OHF, where the use of a savings-based rotation system means that only limited funds 

are available for loans. Several microfinance members in Binan express an interest in 

taking out loans during high season but are prevented from doing so due to other 

members' defaulting (GGD:5;II:40,41). Furthermore, any default which the 

microfinance programme is unable to recover (or cover through other means) results in 

loss of savings for the other participants in the programme. This has some implications 

given that it appears it is the relatively better off who default whereas the poorer 

members only wish to save. 

The threat of exclusion from informal financial networks appears to be a significant 

contributor to risk aversion and the poorest households are not willing to risk this for a 

microfinance loan. Those which do default appear in some cases to be better off 

households for which the informal network is of less importance or where the 

defaulter's status is less affected by default. 

7.3.6 	Child Labourers in the Households 

The characteristics of members and non-members of microfinance have been 

established above, along with a review of the cause and consequence of defaulting. 

What has so far not been addressed is the extent to which these households rely on their 

children's labour. While the characteristics of child labourers are discussed in detail in 

Chapter 8, it is nevertheless important to review briefly the frequency of child workers 

(economic work) in the households, to establish the extent to which microfinance 

reaches households with working children. 

There is an expectation that child labour is more prevalent among poorer than richer 

households, which, as discussed above, are also less likely to participate in microfinance 

programs. While non-participating households in Pandaçan and Paco have a higher 

average number of working children (2.06), than participating households (1.48), the 

opposite is the case in Biflan (Table 7.17). 
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Table 7.17 Mean Number of Working Children in Household by Microfinance 

Participation 

Household Member of 

Microfinance 

Pandaçan and Paco Binan 

Yes No Yes No 

Member of Microfinance 1.48 2.06 1.52 0.90 

Inactive Member* 1.56 1.36 1.62 1.50 

Borrower* 1.45 1.50 1.67 1.47 

Source: author's survey 2002. * Difference between members of microfinance only. 

Looking instead at household income levels and the presence of child labourers, there 

are indications that the link between income and child labour is clearer in Pandaçan and 

Paco, than in Binan (Table 7.18). There is little difference in income (per person) 

between households with and without child labour in Binan. However, the 

underreporting by some of the better off households in Binan may contribute to a lower 

than actual mean income for households without working children 186. It should also be 

noted of the "Income per Person less Child Contribution" category, that most economic 

child labour in Binan is in the form of labour input into household MSE and therefore 

does not appear directly as income. 

The link between household income and children's involvement in work also takes on 

other forms. The mean financial contribution by working children (not including their 

contribution of labour in household MSE) constitutes an estimated 14.11 per cent of 

household income in the two areas. While this varies between households it should be 

noted that for single female headed households, children's contribution constitutes 20.2 

per cent in Pandaçan and Paco, and 35.1 per cent in Binan187. 

186  See Appendix 15. 
187 In Binan children's contribution is normally through labour input, but in single female headed 
households, the children are normally sent out to work outside the home and therefore make cash 
contributions. 
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Table 7.18 Mean Household Income by Child Labour Involvement (Pesos) 

Are There Child Labourers in 

the Household? 

Pandaçan and Paco Bit-Ian 

Yes No Yes No 

Household Income 2,151 2,801 1,852 1,811 

Household Income per Person 344.11 539.24 322.87 352.01 

Household Income per Person 

less Child Contribution 

308.98 539.24 312.31 352.01 

Source: author's survey 2002. 

The above highlights two things. One is that while microfinance participation is mainly 

for the relatively better off households, these households still rely on child labourers 

(Table 7.17). The second is that the link between household income and child labour is 

not equally pronounced in both areas. However, children do generate a substantial share 

of household income (even when excluding the value of labour input), which 

corroborates the earlier findings by Mehotra and Biggeri (2002), Anker and Melkas 

(1996) and Delap (1999) among others. In order to analyse the apparent weak link 

between income and household's reliance on child labour, as well as to further 

understand the presence of child labourers in households participating in microfinance it 

is necessarily to review the characteristics of the MSEs in which the households are 

involved. 

7.3.7 Summary 

The main findings concerning microfinance and informal sources of credit relate to 

access to credit and the consequences associated with defaulting on loans. It is clear that 

the poorer households are more likely than richer to find themselves excluded from 

microfinance programs, whether through a voluntary decision, lack of information 

about the existence of the programme, or in a few cases inability to get accepted into a 

group. Self exclusion is to a large extent based on the fear of losing access to the 

informal financial network, which for the vulnerable households is more important than 

prospects of potentially increasing household income. However, it also appears that the 

threat of exclusion from these informal networks is greater for the poorer households, 

whereas the relatively better off households may experience less severe consequences. 
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This suggests that microfinance may have difficulties in reaching all households with 

child labour. However, while this part of the chapter has highlighted these difficulties, 

there are also findings that child labourers exist among both the borrowers and non-

borrowers in the microfinance programs. This suggests that microfinance can reach at 

least some of the households with working children. This finding then raises the 

question of what is the actual impact arising from these loans on children's involvement 

in work. However, in order to answer this question the characteristics of the households' 

MSEs in the research areas first need to be reviewed in more detail. 

7.4 household Enterprises 

The household MSE represents a critical component affecting the sustainability and 

impact of investments of microfinance generated resources, whether loans or savings. 

The cause behind the creation of a MSE often has an important influence on its 

profitability and survival rate, and thereby its ability to compensate or at least alleviate 

the loss of income resulting from children stopping work. In order to analyse the impact 

of microfinance loans it is necessary first to review the types and characteristics of the 

MSEs in which the households engage. As this chapter will show, the MSEs in the two 

areas have quite different demands for household labour and as a consequence loans 

affect the households very differently. 

The MSEs which the participants in this research operate can be divided into two main 

groups. One set of MSEs constitutes the main source of income for the household. This 

type is mainly found in Binan. The second form of MSEs act as a supplementary source 

of income (generally referred to as sidelines) and they are common in both areas. The 

sidelines are typically the responsibility of the female head of household188. The MSEs 

that generate the main source of income are, in the case of footwear production, 

characterised by the possibility of large (seasonal) production, but with low net income. 

Sidelines on the other hand are characterised by relatively higher net income but often 

require long working hours, and operate in saturated markets with limited potential for 

expansion. Both types offer a relatively low return per hour worked
189.  The households' 

188 Typical examples of sidelines in the two areas are: Sari-Sari stores, food vending and Buy and Sell. 
(GGD:3,7;FGD:7). See Appendix 23. 
189  See Appendix 23 for examples of net income for sidelines. 
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involvement in MSE is widespread in both research areas. 36.6 per cent of the surveyed 

households in Pandaçan and Paco and 86.8 per cent, in Binan have a MSE. Whereas in 

Pandaçan and Paco the households only operate one MSE, in Binan 8.4 per cent 

households have two. The majority of the MSEs are operated by the woman (57 per 

cent), or by the woman and the man together (26 per cent), with only 17 per cent of the 

enterprises are operated by the man alone. The latter two combinations are mainly found 

in Binan, as the men in Pandaçan and Paco tend to work outside the home. 

Table 7.19 Distribution of Household Enterprises (per cent) 

Enterprise Type Pandaçan and Paco Binan Total 

1St  MSE et  MSE 2nd  MSE 1St  MSE 2nd  MSE 

Production 0.0 1.6 1.9 1.2 1.9 

Footwear prod. 0.0 76.1 13.2 57.6 13.2 

Trading 13.0 8.1 13.2 9.3 13.2 

Sari-Sari* 8.0 3.9 20.8 4.9 20.8 

Food Vending 32.0 1.6 3.8 9.0 3.8 

Buy and Sell 44.0 0.0 1.9 10.7 1.9 

Services 2.0 2.3 0.0 2.2 0.0 

Transportation 0.0 2.3 30.2 1.7 30.2 

Construction 0.0 0.6 0.0 0.5 0.0 

Fishing 0.0 2.3 13.2 1.7 13.2 

Other 1.0 1.3 1.9 1.2 1.9 

Total 100 100 100 100 100 

N 100 310 53 410 53 

Source: author's survey 2002. * Sari-Sari is a small grocery shop. 

As mentioned, the distribution of MSEs by sector differs between the two areas. All 

production related enterprises are found in Binan, where they constitute 77.7 per cent of 

all surveyed MSEs. The second large group is sales and trading related MSEs, which 

account for 97 per cent of all MSEs in Pandaçan and Paco (Table 7.19). The 53 

households in Binan which have a second enterprise mainly do so as a result of the 

seasonal nature of the footwear production, and 83 per cent of the households that have 
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a second enterprise have their main enterprise in footwear production. The different 

types of MSEs are described in more detail in Chapter 7.4.1. 

The mean sales of MSEs appear to be higher in Pandaçan and Paco than in Binan, even 

though it is mainly smaller MSEs involved in petty trading which operate in that area 

(Table 7.20). In Binan there are several large MSEs (measured in terms of employees). 

However, the lower mean sales for Binan are influenced by the reluctance of the larger 

producers to provide an estimated sales figure190. In addition, the majority of footwear 

producers do not know the actual value of their sales; instead they only know what they 

get paid. The figures on footwear production are therefore income, rather than sales191 . 

Table 7.20 Mean MSE Sales Last Week by Area (Pesos)192  

Pandaçan 

and Paco 

Binan Total 

Total Footwear* Non-Footwear 

Mean Sales last week 6,576 4,305 4,540 3,641 4,955 

Source: author's survey 2002. * Footwear number is net income only. 

Regardless of the reasonably high mean sales, the majority of MSEs are very small, 

(measured in terms of sales) with 60.7 per cent of all enterprises having a sale of 5,000 

pesos or less in the week preceding the interview193. The large percentage of MSEs with 

low sales clearly indicates that these enterprises are not the main or only source of 

household income. One characteristic though, is that MSEs either operated by the man 

or by the man and woman together have significantly higher sales than those operated 

only by the woman194  It is also worth noting that the vast majority of MSEs (81.9 per 

cent) report to have either "no change" in their sales, "decreased sales" or "greatly 

decreased sales" in the past six months, suggesting that they experience little growth. 

190  See also Appendix 15. 
191 For an overview of mean sales per type of enterprise see Table A.19.12. 
192 The seasonality of the footwear sector affects the mean for that sector and the estimate may be lower 
than actual. 
193 The households with two MSEs are in most cases unable to provide estimates of the sales from each 
individual MSE but only a combined estimate. 
194 See Table A.19.13. 
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The majority of households operate their enterprises from the household premises (65.4 

per cent) or from no fixed place outside the household (25.9 per cent). Only 8.8 per cent 

have a fixed place outside the household for their enterprise. One of the main reasons 

for the high frequency of household-based enterprises is the requirement for most of the 

women to combine domestic chores with income generation. Furthermore, the marginal 

sales (and net income) of most of these enterprises means that rental of business space 

would render the business unprofitable. The low average sales and high frequency of 

home based MSEs further suggests that most of the MSEs are subsistence enterprises 

with limited growth potential. Another issue is that household-based enterprises which 

combine living and workspace facilitates the early introduction of children into the 

work of the parents. (See Chapter 8.) 

Regardless of the relatively low sales and the restriction on most of operating from the 

home, households with a MSE have a higher average income than non-MSE households 

(Table 7.21). The difference in income is especially pronounced in Pandaçan and Paco, 

though seasonality and non-response from households with larger MSEs in Binan 

means that the actual difference in Binan is probably larger. 

Table 7.21 Mean Income for MSE and Non-MSE Households
195  

Pandaçan and Paco Binan Total 

Enterprise 3,141.15 1,887.77 2,212.97 

No Enterprise 1,885.49 1,550.00 1,813.83 

N 	• 258 318 576 

Source: author's survey 2002. 

Another general characteristic of the MSEs operated by the surveyed households is their 

low capital requirement. Few of the footwear producing MSE have any machinery, and 

if so it tends to be ordinary sewing machines. Production takes place using scissors and 

knifes. Likewise, the sidelines do not require much capital. Food vending in most cases 

requires a working capital of 300 — 1,000 pesos, which, except for the amount sold on 

195  The difference in mean is significant for both areas (Binan at 0.10). Pandaçan and Paco: (Mean square 
95.040; F:61.202, df 1, p<0.001); Binan (Mean square 4.325; F2.937, df 1, p=0.088); Total: (Mean square 
21.081; F:12.366, df 1, p<0.001). 
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credit, will have been capitalised by evening. Buy and Sell sidelines are also limited, 

particularly when it concerns perishable goods: the business can only be expanded to 

what the fridge or freezer can hold. While some types of Buy and Sell can use more 

working capital, particularly those that sell clothes or other non-perishable 

commodities, this is only through expanded stocks. The same is the case for Sari-Sari 

stores, where the only capital requirement is for increased stocks of goods. Similarly, 

none of the MSEs require any specialised skills, and footwear production can be 

mastered within a brief period. The absence of capital or special skills requirements is 

another clear indication of a low barrier of entry environment. The characteristics of the 

household MSEs - low skill, low capital requirements and operating in a low entry/exit 

barrier sector - suggest that MSEs are created as a result of supply-push effects. This is 

further supported when looking at the reasons the households provide for having started 

MSEs. 73 per cent of the households with an MSE stated they are involved in that 

specific type because they have the relevant training to do so, compared to six per cent 

who started the MSE because they have identified a market. 

Furthermore, only 12 per cent of the MSEs have any employees other than household 

members, and these are almost exclusively in the footwear sector in Binan. While a few 

of the household enterprises in Binan report larger numbers of employees (five have 

between seven and ten employees), this is mainly the result of a large order which the 

household is unable to meet solely with its own labour and therefore hires casual 

workers for a short period. Few of the traditional sidelines have any employees (only 

eight in Pandaçan and Paco). The low frequency of enterprises with employees is, 

according to Liedholm and Mead (1999), another clear indication of subsistence 

enterprise without growth potential. The absence of growth potential is also underlined 

by the fact that 90 per cent of the enterprises have not experienced any growth in 

number of employees and 5.3 per cent have experienced a drop in the past six months. 

The dependence on household labour for the MSE is obviously an issue concerning 

children's involvement in work. Of the 410 households, only three acknowledge they 
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have children, other than their own, working for them196. The reasons given for having 

children working are either that the employer is helping the families out, because they 

need the income the children bring home, or that adults will not work for the salary that 

the owner offers and he or she therefore hires children (II:1,4). However, the 

household's own children are frequently found working in the MSEs197  

7.4.1 Type of Enterprise 

One of the characteristics of the MSEs, in addition to being mainly household based and 

family operated, is that they cater solely to the local market, or in the case of footwear 

production are dependent on managers with access to markets. The footwear sector in 

Biran is characterised by being labour intensive with a highly seasonal production. The 

seasonality creates a surge in labour demand twice a year when the households produce 

as much as possible but with limited profit margins. This means that the households are 

often able to generate a substantial income during the peak seasons. This income has to 

be enough to support them through the low season and pay off any outstanding debts. 

During low season most households have none or few orders, often not providing 

enough income to sustain the household. Furthermore, alternative employment or other 

sources of income are scarce, particularly during low season. The structure of the sector 

limits the net income of the MSEs and keeps them labour intensive
198  

The sidelines on the other hand act as supplementary sources of income, and are 

characterised as being compatible with other activities, including footwear production 

and domestic chores. They are typically trading related and generally fall into one of 

three categories: Sari-Sari store, which is a small grocery shop; Buy and Sell, which 

involve buying bulk and selling in smaller quantities, normally on credit; and food 

vending, which is preparing hot food or snacks for selling. The sidelines are 

characterised by low earning potential (in terms of return per hour worked) and intense 

competition, but their advantage is their contribution with cash to the household on a 

daily basis, thereby ensuring that the household can meet its everyday expenses such as 

196  Employers, however, let their employees bring their own children with them to work, but do not 
regard the children as being employed (II:1,4,39). 
197 76 per cent of the households with an enterprise have their own children working in it, though their 
contribution depends on their gender and age. See Chapter 8.3. 
198 See also Appendix 22. 
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children's school allowances (FGD:l0;II:10). In both areas the sidelines play an 

important part in the household's financial safety net, by diversifying the sources of 

income (FGD:6). In Binan during low season the secondary activity would in some 

cases be the only source of income, depending on the husband's ability to find 

alternative work outside the home. As sidelines are considered a female activity, men 

and older boys rarely participate, beyond occasionally looking after the business 

(FGD:7,15). 

The basis of the sidelines is buying bulk and selling in smaller quantities or/and letting 

people buy on credit. The latter is often a key aspect of the business and also expected 

even if the MSE owner does not want to or cannot afford it (II:6,7,21,29). The net 

income rates are often higher than in footwear production199; in the Sari-Sari stores it 

ranges from 7 to 30 per cent200(OI:11,12). Buy and Sell has net income rates of 15 to 50 

per cent, but repayment often takes place over several weeks (II:7,37). Food vending 

typically has a higher net income rate (from around 80 per cent up to 200 per cent), but 

is more labour intensive and often the net income works out to be 15 to 30 pesos an 

hour (II:43;OI:9,10,17). However, food vending is only possible at certain times of day 

and a common feature of all food producers is risk aversion, because of inability to store 

food due to lack of fridges/freezers. There is therefore a preference for producing too 

little and selling all, rather than seeking to expand and being left with food at the end of 

the day. Sari-Sari stores are generally considered the most attractive sideline and also 

the one with the greatest potential since stock can be diversified and the commodities 

stored201. According to interviews and observations the average Sari-Sari store makes 

between 80 and 130 pesos in net income a day (01:11,12). However, the successful 

stores often depend on very long opening hours, in some cases up to 16 hours a day 

(01:7). As the MSE often operate out of the home, the success and potential of the MSE 

also depend on the location of the home. However, the market for Sari-Sari stores is 

largely saturated. A small survey I conducted covering Malaban, Binan found an 

estimated 364 Sari-Sari stores in a relatively small geographical area or approximately 

199 Net income is calculated as return on working capital. 
200 See Appendix 23 Example of Sidelines and Net Income. 
201  Sari-Sari stores are also viewed as a guarantee that the household will not go hungry as the household 
always can consume its own stock (FGD:6). 

184 



one store per 14.6 households202. The frequency of Sari-Sari stores does not appear to 

be substantially different in other parts of the research areas, though no survey was 

conducted there. 

Most households do not differentiate between MSE working capital and household 

income, and only few of the interviewees calculate net income. Some divide the income 

from sales into two, one part for consumption and one part for investment, regardless of 

the net income (FGD:24). Several participants understand that this is not sustainable, 

but feel unable to change the practice when faced with daily household expenses. The 

survival of the sideline therefore depends on additional cash being allocated on a regular 

basis either in the form of additional loans or from other sources (FGD:6,24;II:10). 

While the integration of household cash and enterprise working capital leads to frequent 

needs for additional cash, the MSEs are on the other hand often unable to absorb large 

loans but instead require regular small loans. The ability of MSEs to absorb capital (for 

productive purposes) is important for the potential impact arising from a microfinance 

loan or any other source of capital inflow. However, the footwear producers are facing 

restrictions with regards to self-financing of production203, and the sidelines have few 

options for investing loans beyond expanding their stocks. The majority of MSEs are 

labour intensive, either in the form of labour input into production, or long opening 

hours to make the trading profitable. While the enterprises provide income, the low 

returns per hour mean that hiring labour is in most cases not feasible; instead the 

households solely rely on the labour of members of the household. However, there are 

no indications of these MSEs having the capacity to change production methods 

through capitalisation, due to the type of business, risk aversion or lack of skills of the 

operators/owners (FGD:20,21). These enterprises therefore do not seem to have the 

ability to significantly contribute to a sustainable increase in household income. While 

this again raises the question of the ability of microfinance loans to alter the need for 

children's financial contribution, another issue which should first be considered is the 

long term sustainability of the MSE itself. 

202  See Appendix 24. 
203  See Appendix 22. 
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7.4.2 Closure of Enterprise 

The concentration of the household MSEs in sectors with low entry and exit barriers 

facilitates a constant opening and closing of enterprises, particularly of the sidelines, 

with clear implications for the potential sustainability of household MSEs. Of the 220 

households without an enterprise at the time of interview, 39 per cent have in the past 

year had one. However, even though most enterprises appear to have been opened 

through supply-push factors, business failure only accounts for 24.4 per cent of the 

business closures (Table 7.22). 

Table 7.22 Reason for Closure of Enterprise 

Pandaçan and Paco Binan Total 

Not Profitable/No Orders 21.9 38.5 24.4 

Illness 30.1 23.1 29.0 

Found Better Job 2.7 15.4 4.7 

Pregnancy 4.1 0.0 3.5 

Other* 41.1 23.1 38.4 

Total 100 100 100 

N 73 13 86 

Source: author's survey 2002. *The high percentage of `Other' reflects class'fication problems. Other 

include: loss of access to equipment (barbeque); loss of location for MSE; no time (too busy with 

household); moving; and seasonal floods. 

The closures caused by lack of orders or the enterprise not being profitable are probably 

also influenced by the mixing of household finances and working capital, described 

earlier, which leads to a depletion of working capital, thereby forcing the businesses to 

close down, though it may in principle be profitable enough. While MSE operators 

sometimes calculate net income they frequently need to use part of the working capital 

to meet household expenses, especially during the low season or when other sources of 

income fail (FGD:6,21;II:58,64). Illness of a household member also often results in 

MSE closure. In most cases, the female head of household will be required to transfer 

her labour from the business to care for the sick family member, particularly if the 

member is hospitalised. The effect of illness is dual, with both loss of income resulting 
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from the temporary closure of the business, as well as extra expenditures on medicine 

and health care. This often results in the household using the working capital as an 

emergency fund which subsequently forces the business to close down (II:11,17,27,76). 

The vulnerability of MSEs and the reasons for closure, are a further indication of the 

low entry and exit barriers, and possibly also of the supply-push effects behind their 

creation. However, of the households without a MSE at the time of interview, the vast 

majority (84 per cent) would like or were planning to start a MSE204. A total of 92.9 per 

cent of those who want to start an enterprise want to do so in some form of sales: Sari-

Sari, Buy and Sell or food vending. The remaining 7.1 per cent are in service, 

production (including footwear production) and transport. As the majority of those 

interviewed are women, the focus on traditional female sidelines is expected. However, 

the ten per cent of male interviewees in this group also focus on the traditional female 

activities for a household enterprise, though it is not clear who in the household would 

be operating the enterprise. 

The reasons for choice of a potential MSE are similar to those given by households that 

already have a MSE. 47.4 per cent want to start a certain type of MSE because they 

have relevant training. 32 per cent because it is easy to sell the product, they saw others 

doing it, or it can be combined with domestic work. Only 11.5 per cent state that they 

have identified a market. Market identification is meant to be an indicator of a demand 

driven business with growth potential. However, the participants interpreted the 

question as meaning something they can sell, regardless of the possible saturation of the 

market. The response "have relevant training" also reflects supply driven businesses, 

with participants looking at what they can do rather than what there is a market for, 

though some respondents also state that lack of skills prevents them from diversifying 

(FGD:5). The enterprises are therefore likely to be subsistence businesses, part of a 

survival strategy and insurance for the women who operate them, but without the 

potential to contribute significantly to the household's escape from poverty. This is 

further underlined by the fact that 67.4 per cent of the households which want to start an 

204 Due to a misunderstanding during the data collection, a number of respondents (33) were initially 
listed as having an enterprise when their occupation is in reality day labouring. As a result only 187 of the 
220 non-MSE households have responded to the questions regarding plans to start a MSE. 
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enterprise, want to start the same type as they earlier had been engaged in, regardless of 

the original reason for closure. Interestingly enough, while the need to combine MSE 

and domestic work is highlighted in the previous discussion as a reason for choosing a 

specific type of MSE, this is only given as the reason for choice of a potential MSE in 

16 per cent of the cases. 

It is clear that the household MSEs are vulnerable and frequently close down due to 

external factors and not solely because of business failure. The latter may also be an 

issue of loss of working capital rather than non-profitability. The mixture of working 

capital and household finances and the difficulties in meeting day to day expenses 

facilitate the gradual consumption of the working capital thereby undermining the MSE. 

The vulnerability of the MSEs and the structure of the sectors in which they operate 

again draw the focus to the actual impact of the loan and the long term sustainability of 

that impact. 

7.4.3 Impact of Loan 

A clear assessment of the impact of microfinance loans on the household income is 

difficult in this setting. The households frequently use loans for several different 

purposes, or do not reinvest the loan once capitalised. Furthermore, households rarely 

differentiate between MSE working capital and household income; nor is the keeping of 

records widespread. 

There are a number of households which start or expand a MSE with microfinance 

loans, and which experience a sustainable increase in household income 

(FGD:7;II:38,70,71). However, what makes these MSEs sustainable appear to be more a 

question of the households' financial situation, as the type of MSEs rarely differ from 

those which turn out to be non-sustainable MSEs. For the successful households, it 

appears that the loan provides the initial capital, but also that the income generated from 

other sources is sufficient to ensure an adequate level of working capital regardless of 

daily decapitalisation of the MSE (FGD:7,24). Microfinance loans and savings also 

enable some groups to start MSEs they otherwise would have been unable to do, and 
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increases the profitability of the MSE by lowering the cost of working capital
2o5  

Microfinance loans also assist the households that are affected by seasonal income 

swings to start and operate an income generating activity, which helps the household 

through low season206. For this group, the sustainability of the MSE is not necessarily 

an issue, as long as the MSE takes them through the low season207. That microfinance 

loans can help households through low season is an alternative finding to that of Hulme 

and Mosley (1996:120) who suggest that seasonal problems are not reduced by 

provision of financial services. In the case of Binan, microfinance does not change the 

seasonal swings, but provides households with the ability to start some (short-lived) 

alternative income. 

The impact of loans is also affected by other factors. There is a pronounced 

unwillingness to invest in something new and untested, whether machinery or 

alternative main sources of income, due to fear of failure and subsequent default 

(FGD:5,20,21). This is further emphasised by bureaucratic obstacles such as licenses or 

permits in order to establish a more solid income generating activity, such as vendor in 

the market (with formal stall) or footwear production (GGD:3;II:60,75). Instead the part 

of loan capital (invested in the MSE) is almost exclusively used for investing in input or 

stocks. This reluctance effectively prevents the household from expanding or 

diversifying its activities, thereby keeping it confined to its labour intensive production 

methods, or activities with marginal returns. There is a potential for capitalisation of 

footwear production, but seasonality and risk aversion mean that none of the small 

producer households interviewed would consider investing in machinery. Furthermore, 

risk aversion among the participants also means that new and alternative forms of 

income are viewed with scepticism and rarely pursued. In the case of Pandaçan and 

Paco, the dense population also restricts the type of businesses that can easily be started 

without being forced to rent space. The few households that have plans to purchase 

some form of equipment with their loan are without exception focussing on tricycle 

taxis, rather than investing in machinery or other expansion of existing businesses 

los See example in Appendix 23. 
206 This, however, depends on the loan being available at the start of low season, which due to the limited 

caypital of the OHF in Binan is far from always being the case. 
20  FGD:6,10,11; II:30,62. 
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(II:10,12). Tricycle taxis are typically rented out on a daily basis for a fixed rate, thereby 

providing a steady source of income. However, the households with these plans instead 

face the problem of the loans being too small, and having to go through several loan 

cycles before they could borrow enough to buy a tricycle taxi. 

A separate issue of loan impact concerns the limits on the amount of capital some of the 

MSEs can absorb. As discussed in Chapter 7.4.1 some MSEs, especially food vending 

and some types of Buy and Sell, have a limited capacity to absorb capital, and in the 

case of food vending, the investment is largely capitalised by evening. This facilitates 

use of excess loan capital for other purposes, which again limits the impact and 

sustainability of the loan. It is clear from the interviews and discussions that in many 

cases only a part of the loan has been used for MSEs and that the reminder is used for 

consumption, paying off debt or purchase of electrical appliances which can later be 

pawned or sold208. These findings are also consistent with those of the ADB (1997). The 

diversion of loan funds for consumption is further underlined by households' 

assessment of positive impacts of the loan which include more money for the household 

and better food209. Several households also find that loans also make it easier to pay 

allowances for children's education, and in some cases these allowances are increased. 

These impacts, however, only last until the MSE collapses, often due to 

decapitalisation210. Even when all (or most) of the loan may have been invested in the 

MSE, the income from sales is often used for household expenditure rather than 

reinvested in stocks, thereby indirectly diverting the loan and depleting the working 

capital. This means that in many MSEs, stocks depreciate to pre-loan levels within a 

relatively short time, and in several cases the MSE closes months before the loan has 

been fully repaid, leaving the household to find other means of repaying the reminder of 

the loan211. 

The relatively short-lived impact of the loans also means that some households suggest 

that they are now worse off because the MSE in which the loan was invested is closed, 

208  FGD:7,21; II:12,14,52,55,60,61,62,64,71,77,78,82,84,86,90,92,93,95. 
209  In a few cases women indicate that the husband expects better food after the loan has been taken out 
(I1:64). 
210  FDG:6,7,11,21;II:36,61,62,64,67,71,100. 
211 FGD:6,7; II:36,52,61,64. 
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but they still face the loan repayments. This leads some to express the view that the loan 

has made them poorer, because of their difficulties in repaying the loan
212  (FGD:21; 

II:48,67). The perception of the impact of loans appears also to be related to who in the 

household controls the MSE in which the loan is invested. The women who have taken 

out loans and invested in a MSE which they alone control find that the loans have a 

positive, though possibly short lived effect, whereas the women who invest the loan in 

the business operated together with or by the man alone (mainly in footwear production 

in Binan), often find that the loan has little positive impact, but may rather have a 

negative effect on her situation as she still has to repay it though she does not herself 

control (all) the income it generates (FGD:10). While Osmani (1998:37) and Ackerly 

(1995:59) find that the low capital absorption capacity of female operated MSEs makes 

the women dependent on the husbands for productive use of the loan, I find indications 

which appear to suggest that the female loan takers may be better able to retain control 

over the loan if the husband is not involved in a MSE as he cannot request part of the 

loan for his own MSE. However, the demand for better food as well as increased 

household consumption may be other ways in which the woman is forced to give up 

part of the loan. 

The decapitalisation of the MSEs means that they often depend on constant transfer of 

additional working capital in order to remain operational. The inability of (some of) the 

microfinance institutions to provide the loans quickly and when needed makes them an 

unreliable source of supplementary working capital as the members are unable to 

control when the loans become available. This is particularly the case with the savings 

based microfinance programs Visayan Forum and OHF (FGD:10,11,21). As a result a 

number of the MSEs close down until a new loan becomes available. This also means 

that the MSE may never be able to graduate up to the level at which it provides a 

sufficiently high income to significantly affect children's involvement in labour, a 

concern also put forward by the ILO (2004). The household's weak financial situation 

also directly affects the impact of the loan. External financial shocks affecting the 

household, such as illness, affect the MSE and can force further decapitalisation or 

closure. The indications that households with relatively higher income appear more 

212 One participant stated that she needed to pawn items to meet repayments (I1:48). 
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likely to have sustainable MSEs than low income households, support the findings of 

Montgomery et al. (1996:149) who suggest that the poorer and more vulnerable the 

participants are, the more factors can affect the outcome. It is clear that there are a range 

of factors which affect the households' MSEs that make a sustainable impact of the loan 

difficult to achieve, a finding corresponding with those of Hulme and Mosley (1996:94) 

and Sinha and Matin (1998:67,71,76). 

A separate issue, which has previously been raised in Chapter 5, concerns the impact of 

a loan on the work load of women. As the loans are to a large extent invested in female 

operated MSEs, they cause in most cases an increase in women's work load with (some 

of) their labour being transferred to the MSE. However, loans are also found have a 

direct effect on the workload of the children (girls) in the household. This will be 

analysed further in Chapter 8. 

7.5. Conclusion 

The households are characterised by having limited access to credit and operating 

supply-push type MSEs with marginal net income in highly competitive markets. The 

role of women in controlling the household budget and their responsibility for making 

ends meet mean that they are often the ones in charge of the household MSE. 

Furthermore, the irregular employment by the majority of the men facilitates the 

establishment of alternative sources of income. 

The findings of this chapter suggest that microfinance is unable to reach all households, 

including some of those with working children. Exclusion takes place at several levels 

and is not limited to actually joining a programme. Exclusion also happens within the 

programs, where the poorest participants are less likely than the better-off households to 

take out loans, again as a result of self-exclusion, failure to meet requirements or 

inability to get approval from the group. The two main reasons for non-participation are 

not being aware of eligibility to participate (or knowledge of the programme) and risk 

aversion. Risk aversion of households originates mainly from the indirect consequences 

of defaulting rather than any reprisal by the microfinance programme. Default has 

serious consequences for the poorest households. They stand to be excluded from the 
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informal financial networks for credit from shops and borrowing from neighbours, a 

network on which these households depend heavily. Instead, there are indications that it 

is the relatively better off households that default, facilitated in part by the lax 

enforcement of repayments. The exclusion from microfinance programs also implies 

that the poorest are prevented from benefiting from the additional services offered 

through the microfinance programs, such as social, educational, health services and 

benefits. However, it is not clear if providing these services increases the likelihood of 

the weaker members of the community of being excluded from the microfinance 

programme. 

The majority of households have a MSE, which in most cases operate in a highly 

competitive environment with few or no comparative advantages. The supply-push 

nature of the MSEs means that they are vulnerable with questionable sustainability. The 

exception is footwear production, which instead is seasonal. The focus of the 

households on traditional MSEs with limited potential for expansion restricts the impact 

of microfinance and its ability to contribute to a sustainable and significant increase in 

household income. The reluctance to diversify and invest in productivity increasing 

measures is influenced by the households' risk aversion. The result is that the MSEs 

continue to operate with marginal net income. The issue of limited profitability of the 

MSEs is further affected by the practice of diverting part of the loan to non-productive 

purposes. 

While this chapter has shown that microfinance cannot reach all households with child 

labourers, the extent to which microfinance contribute to an increase or decrease in 

child labour among the households which participate it is not yet clear. Nor is it clear to 

what extent operating a household MSE affects children's involvement in labour, or has 

gender related impacts. The latter may also be affected by the direct role of women in 

the household MSE and their responsibility for the household budget. These issues will 

be analysed in the next chapter. 
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8. Children: Their Work and Education 

In order to analyse the effect that microfinance may have on child labour it is essential 

to first identify the causes and nature of children's involvement in work. This chapter 

provides an overview of the characteristics of the two areas and children's participation 

in education. This is followed by a review of children's involvement in work, including 

the cause of working and control over income, as well as the effects of household MSEs 

and microfinance participation. Based on these findings the chapter analyses the 

potential effect of microfinance on child labour among the participating households, 

including the possible differences arising because of gender. In addition, this chapter 

briefly reviews the potential contribution of skills from the most common forms of work 

in which the children are involved. Finally the chapter also briefly assesses the potential 

hazards for the children from the activities in which they are engaged. 

The analysis of the quantitative data is conducted with the SPSS software using 

standard statistical methods. The variables are listed in Appendix 13, and issues relating 

to the questionnaire are outlined in Appendix 15. A number of secondary tables have 

been placed in Appendix 19, and references to them appear in the text. References to 

General Group Discussions (GGD), Focus Group Discussions (FGD), In-depth and 

Follow-up Interviews (II), and Other Interviews (OI) appear through out the text. These 

can be found in Appendix 4 - 9. For ease of reading these references are placed in 

footnotes when there are more than five. 

8.1 Characteristics of Children in the Households. 

In the 630 households interviewed there are a total of 1717 children between 5 and 17 

years of age, of whom 51.3 per cent are male and 48.7 per cent female213.  Involvement 

in economic activity is common, with 55 per cent (944) of the children being engaged in 

some kind of work. The vast majority of the children (90.8 per cent) are also involved in 

housekeeping or non-economic work. 

Relatively few children are only involved in work (economic and/or non-economic). 

Work only, or housekeeping only tend to be for those not yet enrolled in school or who 

213 See Table A.19.15. 
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have finished their education (Table 8.1). Likewise, the majority of children who only 

are engaged in education are five to nine years of age, but with increasing age they take 

on more responsibility. The number of children involved only in education and 

housekeeping drops with age. The 4.4 per cent who are idle are largely young children 

not yet in school. Approximately 46 per cent of the children combine housekeeping, 

work and education. 

Table 8.1 	Main Activity in Past Six Months by Age Group (per cent) 

5-9 10-12 13-14 15-17 Total 

Work only 0.3 0 1.0 3.2 0.9 

Education only 12.6 1.7 0.3 0.6 5.2 

Housekeeping only 4.7 0.4 0.3 2.6 2.4 

Work and Housekeeping 1.5 3.4 10.8 24.0 8.0 

Education and Housekeeping 38.7 36.6 28.2 21.3 32.9 

Education and Work 0.3 0 0 0.3 0.2 

Education, Work and Housekeeping 30.5 57.4 58.8 47.4 45.9 

Idle 11.3 0.4 0.7 0.6 4.4 

Total 100 100 100 100 100 

N 617 470 287 342 1716 

Source: author's survey 2002. 

While the distribution of work and education is discussed in more detail below, it is 

worth noting that there are relatively few idle children beyond the 5 - 9 age bracket, in 

contrast to the findings of Mehotra and Biggeri (1996). It is also interesting to note that 

approximately 15.7 per cent of the children are not attending school, though when 

excluding the 15 - 17 year age group, the proportion sinks to 12.2 per cent. Few of the 

children only study or only work. Rather they combine a range of activities, the 

composition of which changes with age. While the majority in the age group five to 

nine are involved in education and housekeeping, this changes in the next age bracket 

where more than half of the children are involved in education, work and housekeeping. 

It can also be seen that as most children graduate from primary school at 11 - 12 years 
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of age, the 13 — 14 year age bracket exhibits a larger number of children who leave the 

education system and instead are involved in work and housekeeping. 

Given the high frequency of children who combine work and education, it is useful to 

briefly review children's participation in education in more detail along with the 

obstacles which contribute to keeping 15.7 per cent of them out of school. This will also 

facilitate an understanding of the cause some of the children's involvement in work. 

8.2 Education 

A range of constraints on children's enrolment in school have previously been 

identified. These include: gender, household size, and parents' education. The vast 

majority (84.3 per cent) of the children are attending school, and among the parents 

there is general support for children to do so. Education is viewed as one of the few 

means to a better life, by both the parents and the children. In addition to improving the 

child's future prospects, the parents also view education as an investment through which 

the child is able to contribute financially to the household after he or she graduates 

(GGD:8;FGD:5). However, while the parents support their children's education, that 

support is subject to a number of factors, most notably the financial capacity of the 

household. As this chapter will show, households under financial strain prioritise 

children's education largely based on gender and age, a behaviour which has 

implications for the effect on the individual child of microfinance loans and household 

MSEs. 

Education is officially provided free of charge, but there are a number of associated 

costs, particularly uniforms, schoolbags, and notebooks, which have to be met by the 

parents214.  These expenses constitute significant barriers to education, especially for the 

poorer households. The average cost of attending elementary school is approximately 

800 pesos per child per year for the higher grades (fourth to sixth grade). The lower 

grades cost less. In addition, the higher grades of primary school and high school have 

expenses for school projects, which range from 50 to 200 pesos per pupil per subject per 

semester. The costs of projects are paid directly to the teacher, and failure to pay will 

214 Fa ilure to have a uniform, including a PE uniform for gym class can lead to the child being expelled 
from school and having to repeat the year (II:8,71). 
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normally force the pupil to repeat the year. For high school students the average costs 

are about 2,500 — 3,000 pesos per pupil per year (OI:3;II:26). 

While education is a priority for the parents in both research areas, there is a difference 

in perception as to what is a sufficient level. In Pandaçan and Paco, high school is 

generally considered the minimum if the child is to have any possibility of regular 

employment215. In Binan where the majority of the work force is either employed in the 

informal economy or operating their own MSE, primary school is considered sufficient, 

though high school remains desirable. This difference is also reflected in the lower 

average education level for the adults in Binan than Pandaçan and Paco (see Chapter 

7.1.1). While the mother is responsible for the day to day handling of allowances in 

accordance with their control over the household budget, the fathers state that they are 

included in any major decision made regarding the children's education (FGD:9;II:22). 

Children are normally enrolled in primary school at the age of Eve or six years. Primary 

school takes six years after which enrolment in high school is possible, but not 

compulsory. Some households, particularly in Bifian, delay the enrolment of a child in 

primary school for one or two years, sometimes longer, to save money. This is also to 

some extent evident from Table A.19.16, which indicates that there is a significantly 

higher proportion of non-enrolled children in the five to nine age bracket in Binan than 

in Pandaçan and Paco216.  While delayed enrolment normally only means that a child has 

to wait a year or two, in a few cases the poorest household will only have one child 

enrolled at a time, forcing the other children to delay their enrolment until their turn, 

often several years after their peers217. Though primary school is compulsory, enrolment 

requires documentation such as a birth certificate, and there is no mechanism in place to 

ensure that a child actually is enrolled (0I:1). A small number of children in Binan have 

never had a birth certificate issued, as the parents are unable or unwilling to pay the 

associated fee of 100 — 200 pesos, thereby effectively preventing them from ever 

215 Employment as jeepny (bus) driver, construction worker or equivalent normally requires high school. 
However, employment in the formal sector such as a shop attendant or waitress is generally perceived to 

required minimum first year college, especially in Manila. 
216 The difference in enrolment between the two areas for that age group is significant at 0.001. Pearson 
Chi-square: (16.548, df:1, p<0.001). 
217  11:13,17,19,46, 50,72. 
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attending school. Migration between areas and subsequent change of school also pose a 

problem for the children. If school records from previously attended schools are not 

produced, the child will have to start again from grade one. If there are any outstanding 

debts to the old school, such as unpaid project fees, the records will be withheld until 

they have been paid (II:103). 

The costs associated with education, both those mentioned above and the daily cost of 

transport and other smaller expenses (including pocket money), mean that a number of 

households are unable to finance education for all their children. When forced to 

prioritise there is a preference for the oldest child to go to school, though gender is also 

an issue (see below) (FGD: 14,17,20,25). In most cases children are allowed to enrol and 

continue in school for at least a few years because the associated cost is relatively low. 

Prioritising is mainly an issue for the children in the higher grades of primary school or 

high school. For most households high school is viewed as the highest achievable grade 

in the absence of scholarships218  (FGD:I4;II:22). Thus, it is no surprise that there is a 

correlation between school enrolment and household income (Table 8.2). The average 

household income per person is significantly lower for non-school attending children 

than for those attending school (except for girls in Binan). The income per person of 

households in which children are enrolled in school is 13 to 25 per cent higher than in 

households in which children are not enrolled. 

Table 8.2 Mean Household Income (per person) by School Attendance219  

Attending 

School 

Pandaçan and Paco Binar 

Male (N) Female (N) Male (N) Female (N) 

No 293.71 (50) 316.42 (36) 265.52 (121) 274.92 (63) 

Yes 390.61 (348) 402.44 (343) 326.05 (313) 315.38 (337) 

Source: author's survey 2002. 

218  The scholarships offered by the local NGOs in the areas only cover primary and high school. 
219 The difference in means is with the exception of girls in Biran significant at 0.05 for each group. 
Pandaçan and Paco Male: (Mean square 410,516; F=6.561, df:l, p=0.011); Female: (Mean square 
241,118; F=4.157, df:1, p=0.042); Biran Male: (Mean square 319,725; F=10.578, df:1, p=0.001); 
Female: (Mean square 86,641; F=1.801, df:1, p=0.180). 
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While there may be a preference based on age, as suggested in some of the Focus Group 

Discussions220, there appears to be a greater preference based on gender. Some of the 

parents state that it is the oldest child who is prioritised regardless of gender, but boys 

appear to be favoured often, especially in Pandaçan and Paco. In particular, the poorest 

households and men appear to favour boys' education over girls'
221.  The children 

themselves report that it is either the oldest child or boys who have priority (FGD:8,19). 

However, while boys are prioritised, this does not mean that girls are totally excluded 

from schooling. Often the arguments for prioritising boys are related to the financial 

return of the investment in the children's education, as the child who is prioritised is 

expected to help out financially after graduating (FGD:25). The arguments include the 

risk of a girl finding a boyfriend and leaving home after she graduates, thereby not 

contributing to household income; or the difficulty that girls face in finding work; or 

that girls require a higher education level than boys to get the same type of job, thereby 

risking the loss of the investment. Financial concerns are also one of main arguments 

for not trying to get a child into college, as there are too few jobs for graduates, thereby 

possibly not yielding a return on the investment (FGD:5,9;II:15,44). A few arguments 

also relate to the more docile nature of girls, with boys perceived as getting into trouble 

if they are kept at home, so it is better to keep them in school (II:8,9). Arguments in 

favour of prioritising girls include that they are more reliable than boys and will bring 

home the money they make rather than spending it on themselves. Others find that 

educating a girl increases her chances of marrying a well educated husband, thereby 

securing her own future regardless of her job prospects (FGD:23). 

The households which are less financially constrained may not engage in such a direct 

prioritising of which children get to enrol in school. Nevertheless, even for these 

households, prioritising frequently takes place, though in different forms and in ways 

that may vary with the household's financial circumstances. A child may be allowed to 

enrol in school but the parents' support may vary, and even disappear in case of 

financial difficulties222. One issue frequently mentioned is the problem of giving 

220 FGD:14,17,20,25. 
221 FGD:5,9; I1:15,16,24,56,75. 
222 FGD:16,18,26,27,28. 
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allowances to the children every day to cover transport costs, and other expenses223. 

Most households find that on average one to two times per week they are unable to give 

allowances to all the children. Generally, these small allowances are given on a first 

come, first served basis (FGD:8,15,18). I-Iowever, for the larger school-related 

expenses, such as paying for projects, the prioritising takes effect if money is short. The 

children will often miss school if they do not get an allowance, especially when 

payments are due for projects224,225. The different economic activities in which 

households are involved in the two areas mean that in Pandaçan and Paco it is often a 

question of daily cash that is an issue, whereas in Bifian the problem is often at the end 

of the week, when the allowance from the manager has been used. 

Relatively few children are never enrolled in school. Of the 1717 children between 5 

and 17 years of age in the survey, 271 (15 per cent) have never been enrolled, and of 

these 93.3 per cent are between five and nine years of age. Only 18 (one per cent) of the 

children between 10 and 17 years of age have never been enrolled in school, and of 

these 16 are from Binan. As discussed in Chapter 6, the two areas are both within a 

reasonable distance of schools and as a result lack of educational facilities is not a 

contributing factor to non-enrolment. 

8.2.1 Repeating Grades and Stopping School 

While few children are never enrolled in school, several of them experience difficulties 

in graduating on time, either because they repeat grades or leave school prematurely. 

Repetition of grades is common in both areas, especially in Binan where 22.7 per cent 

of the children have repeated a grade. While the repetition rates are almost equal for 

boys and girls in Pandaçan and Paco, there is a large difference between the two in 

Binan, where boys are more likely to repeat a grade226  (Table 8.3). 

223 The allowances on average range from 3 — 15 pesos depending on area and education level (II:20,25). 
224 Because projects are paid directly to the teacher, there are often consequences for not paying on time. 
Some children report being beaten for failing to pay for projects (FGD:28). 
225 FGD:4; I1:8,22,23,24,26,27. 
226 One shortcoming of the data is that it does not provide any indication as to how many times a child has 
repeated grades, or which ones. 
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Table 8.3 
	Repeat of Grade by Gender and Area (per cent)

227  

Repeated Grade Pandaçan and Paco Binan 

Male Female Total Male Female Total 

No 87.1 87.2 87.2 73.2 81.7 77.3 

Yes 12.9 12.8 12.8 26.8 18.3 22.7 

Total 100 100 100 100 100 100 

N 410 392 802 466 436 902 

Source: author's survey 2002. 

The most common reasons for children having to repeat a grade are work obligations of 

the child and/or financial constraints of the household, which force the child out of 

school for the remainder of the school year or even permanently. Again, there are 

differences between the two areas. In Pandaçan and Paco the work obligations are 

normally reasonably constant throughout the year; minor fluctuations are mainly among 

girls and depend on the mother's involvement in sidelines228. The main problem arises 

from unexpected external shocks such as illness of a household member, or loss of work 

by a main income earner (II:37,56,75). In Binan the seasonality of the footwear sector 

has significant influence on children having to leave school. Children's labour 

supplements the adults' labour and the households rely on the children in order to 

generate the highest possible income during peak seasons. The seasonality also means 

that on occasion children are taken out of school during low season to save money, and 

if possible find work. In some cases seasonal work causes the child to miss so much of 

school that he or she is forced to repeat the grade (FGD:16;II:65). 

If the household falls upon financial hardship, boys are considered better at generating 

an income than girls and may therefore be asked or (more often) pressured to drop out 

of school, though this also happens to girls. Some of the poorest of poor households 

report a preference for girls repeating classes rather than boys229. While work may cause 

a child to drop out voluntarily, the education system itself also contributes to children 

227 The difference between the groups is not significant in Pandaçan and Paco at CI:95%. For Bit-in the 

difference is significant. (Pearson Chi-square 9.213, p=0.02, df:1). 

228 There are some minor seasonal swings due to the weather, as there are fewer odd jobs and petty 
trading is more difficult during the monsoon. 
229 FGD:16,28;I1:8,9,15,56,68. 
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dropping out. If a child is absent for ten consecutive days without a (good) explanation 

or a doctor's certificate, he or she will fail that year and have to enrol again. The same 

applies if a child is absent from more than 20 per cent of the classes during a year 

(01:1). Furthermore, if a student fails two consecutive years for whatever reason he or 

she can be expelled from school regardless of age (01:1). In addition to work, there are 

other factors preventing children from attending school. In some years the seasonal 

flooding of the residential areas in Binan forces the households to relocate for several 

months. The monsoon and subsequent flooding in Bifian normally coincides with school 

start. 

Illness is another problem frequently stated as causing children to repeat a grade. 

However, in some households all children have repeated grades but the parents are 

reluctant to admit financial problems and instead appear to blame illness. Minor issues 

such as losing an uniform or falling ill are often also a given as reason for repeating 

grade or leaving school completely (II:12,57,73). 

Table 8.4 Of Children Who Have Repeated a Grade, Proportions Working or Not23o  

(per cent) 

Child Working Pandaçan and Paco Biran 

Male Female Total Male Female Total 

No 37.7 26.0 32.0 38.4 43.8 40.5 

Yes 62.3 74.0 68.0 61.6 56.3 59.5 

Total 100 100 100 100 100 100 

N 53 50 103 125 80 205 

Source: author's survey 2002. 

Working may be a contributing factor to the high repetition rates (Table 8.4). While the 

differences are not significant, it is nevertheless interesting that of the children who 

have repeated a grade, between 56.3 and 74.0 per cent are also working. Especially for 

girls in Pandaçan and Paco there appear to be a correlation between working and 

230 The difference between working or not is not significant for either of the two areas. Nor is the 
difference significant when done for the two areas combined. 
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repeating grades with 74.0 percent of those who have repeated a grade also being 

involved in work. However, the reason for the differences between girls and boys within 

the two areas is not clear and the apparent low frequency of work for girls who have 

repeated a grade in Binan is puzzling. 

As could be expected, there is also a difference between household income and 

repetition of grades; households with children who have repeated a grade on average 

have a lower income than households where no child has repeated a grade231. However, 

the difference is not remarkably large, between 400 and 500 pesos depending on gender 

and area, though it is significant for all groups but boys in Binan232. While many 

children combine work and education, the parents' requirement that the child make at 

least a certain income may effectively prevent the child from attending school as he or 

she is unable to make enough when only working after school (FGD:28). In one case a 

child dropped out of school because he was unable to make enough money to cover his 

own school costs (II:55). 

Stopping school during the school year for any reason increases the chances of not 

being re-enrolled and permanently leaving the education system. Parents, particularly in 

Binan, express the view that once the boys have started to make money they are less 

interested in schooling and either stop completely or become more likely to drop out 

again. In some cases, it also appears that some parents let their children drop out by not 

encouraging and supporting them to remain in school (FGD:27,28;II:57,73). A 

contributing factor may be the status the children (boys) gain from their peers by being 

income earners. Bringing home an income or working with the adults increase the status 

of the child and may therefore appear more attractive than attending school. Also, boys 

particularly express the view that it is their main role to earn money, whereas the girls 

see housekeeping work as their main responsibility (FGD:16;II:8). 

231 See Table A.19.17. 
232 The difference in household income is significant at CI 95% for all groups except boys in Binan. 
Pandaçan and Paco: Male 467 (95% CI:(58 to 876), p=0.025, df:396); Female 513 (95% CI:(242 to 784), 
p<0.001, d£ 113); Binan: Male 30 (95% CI:(214 to 274), p=0.81, df:428); Female 375 (95% CI:(135 to 
614), p=0.002, df:172). 
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Table 8.5 	Reasons for 5 - 14 Year Olds Being out of School233  (per cent) 

Pandaçan and Paco Binan 

Male Female Total Male Female Total 

Teachers not supportive 3.0 7.7 5.1 1.2 2.0 1.5 

Child not interested in school 0.0 0.0 0.0 1.2 2.0 1.5 

Financial Problems 48.5 19.2 35.6 27.2 24.0 26.0 

Never enrolled 30.3 57.7 42.4 50.6 56.0 52.7 

Illness 12.1 3.8 8.5 7.4 6.0 6.9 

Ilad 	to 	work/help 	out 	in 

household MSE/had to help 

with housekeeping 

0.0 0.0 0.0 2.4 4.0 3.1 

Other 6.1 11.5 8.5 9.9 6.0 8.4 

Total 100 100 100 100 100 100 

N 33 26 59 81 50 131 

Source: author's survey 2002. 

Financial problems are an important reason for children being out of school, and affect 

boys more than girls in both areas (Table 8.5). The other main cause of being out of 

school, "Never enrolled", accounts for about half of the children who are out of school, 

but since the age group includes relatively young children, the effect may reflect parents 

delaying the enrolment of younger children to save money as discussed earlier. These 

two factors alone account for about 75 per cent of the 5 - 14 year old children who are 

out of school. Here it should also be noted that the research was conducted in the 

beginning and first half of the school year; the numbers in Table 8.5 are likely to be 

higher during the second half of the school year. The causes "teachers not supportive" 

and "child not interested in school" often reflect late enrolment or repetition of grades, 

which result in the child being older than his or her classmates. Several children express 

discomfort attending school when the age difference is too obvious and they are more 

likely to drop out again. In a number of cases the mother describes this feeling as lack 

233 The difference within each area is significant at CI:95% for Pandaçan and Paco but not for Biflan 
(Pearson Chi-square for Pandaçan and Paco (6.094, p=0.047 df:2); Binan (0.436 p=0.804, df:2). For the 
significance analysis the groups of Table 8.5 have been consolidated to fulfil the requirements of 
minimum number of cells with count of less than five. 
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of interest in school, though it may rather arise from shame or embarrassment 

(FGD:28;II:57). These are also issues that discourage children from attending school 

when they are being singled out by the teacher for not being able to pay for projects or 

are late and/or dirty due to work. While these two factors only account for a relatively 

small percentage of children not being in school, they may also act as contributing 

factors, in combination with financial difficulties or other reasons. 

Table 8.6 	Reasons for 15 -17 Year Olds Having Stopped Schoo1
234  (per cent) 

• 

Pandaçan and Paco Bifian 

Male Female Total Male Female Total 

Teachers not supportive 6.9 10.5 8.3 4.3 0.0 3.1 

Child not interested in school 3.4 5.3 4.2 13.0 5.3 10.8 

Financial Problems 82.8 73.7 79.2 56.5 47.4 53.8 

Never enrolled 3.4 0.0 2.1 2.2 0.0 1.5 

Illness 3.4 0.0 2.1 2.2 10.5 4.6 

Had 	to 	work/help 	out 	in 

household MSE/had to help 

with housekeeping 

0.0 5.3 2.1 6.5 5.3 6.1 

Other 0.0 5.3 2.1 15.2 31.6 20.0 

Total 100 100 100 100 100 100 

N 29 19 48 46 19 65 

Source: author's survey 2002. 

That the majority of children 15 - 17 years old state financial difficulties for being out 

of school is not surprising (Table 8.6). A child enrolled at the age of five can expect to 

have completed high school at age 15 or 16. College is beyond the means of most 

households, and as a result children are then forced to leave the education system and 

enter the labour force full time (OI:3,5;11:63). However, only 53.8 per cent of the 

children in Bifan state financial reasons for being out of school compared to almost 80 

per cent in Pandaçan and Paco. The reason for this is most likely related to the 

234 The difference between areas is significant at CI:95%. Pearson Chi-square: (6.334, p=0.042, df:2). The 
groups in Table 8.6 have been consolidated to fulfil the requirements of minimum number of cells with 
count less than five. 
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difference in attitude towards education between the two areas. Instead, 30.8 per cent of 

this age group in Biran state a lack of interest in school and other reasons. It is worth 

noting that though the majority of children in Binan are working in the household MSE 

(see Chapter 8.3), only 6.1 per cent left school because of work (economic or non-

economic). 

8.2.2 Summary 

Children's involvement in education depends on the parent's ability to finance the 

indirect costs associated with attending school, which are higher the higher the grade the 

child attends. Households under financial strain seek to adjust their expenses by taking 

children out or delaying their entrance into school. They also appear to prioritise the 

oldest child, and especially (though not exclusively) boys' education. Education is 

viewed both as a means to a better life for the child, as well as an investment through 

which the child will contribute financially to the household after graduation. Relatively 

few children are not attending school, but repetition of grades is common, either due to 

work obligations or financial hardship. 

The financial constraint on the households is a significant contributing factor to children 

not being enrolled in school, causing them to drop out temporarily or to fail grades. 

However, these financial constraints also cause children to work, either contributing 

their labour to the household MSE or generating an income to pay for their own upkeep, 

including their education. The reasons for working and the type of work in which 

children engage greatly influence the effect of household MSEs and microfinance loans, 

as the next section of this chapter will show. 

8.3 Children's Involvement in Work 

The vast majority of children in these areas engage in work in the form of economic 

activity, housekeeping chores in the home or both. While the housekeeping chores are 

fairly similar for all the children, with minor variations depending on gender and age, 

the types of economic activity in which the children are involved cover several different 

types. There are also large differences in the number of hours the children work per 

week (both economic and non-economic). This section reviews the frequency of work, 
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(including number of hours), the type of activities in which children engage and their 

economic contribution to the household. These characteristics need to be clearly 

established in order to identify the effect that microfinance, and in particular household 

MSEs, can have on child labour. 

8.3.1 Frequency of Work 

While 54.8 per cent of the children are involved in economic activity, there are large 

differences between areas and genders. Especially in Pandaçan and Paco there is a 

distinct difference between genders (Table 8.7). In addition 89.1 per cent of the children 

do housekeeping chores. In Binan, the participation rate in economic work is similar for 

boys and girls, but the greater involvement in housekeeping by girls is reflected in their 

higher participation rate. In Pandaçan and Paco the gender related differences appear 

absent in housework, but are clear in economic work where boys have a much higher 

participation rate than girls. The difference in frequency of economic work between 

genders in Pandaçan and Paco relates to the fact that many children work outside the 

home, which is considered too hazardous for young girls. This is discussed further 

below. 

Table 8.7 
	

Participation in Economic Work and Housekeeping by Gender and Area 

(per cent)235  

Does Child Participate 

in Work 

Pandaçan and Paco Binan Total 

Male Female Male Female Male Female 

Working 

(Economic) 

Yes 64.0 49.0 52.3 54.8 57.8 52.0 

N (size) 411 396 470 440 881 836 

Housework Yes 91.5 91.6 84.0 90.0 87.5 90.8 

N (size) 410 395 468 439 878 834 

Source: author's survey 2002. 

235 The difference by gender within each area for economic work is significant for Pandaçan and Paco, but 
not Binan. For household work, the difference is significant for Bifian but not Pandaçan and Paco. 
Pearson Chi-square: Economic work: Pandaçan and Paco (18.477, p<0.001, df:1); Binan (0.540, p=0.462, 
df:1). Household work: Pandaçan and Paco (0.009, p=0.926, df:1); Binan (7.161, p=0.007, df:l). 
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The average number of economic working hours is not very different for boys and girls 

in aggregate; boys work an estimated 0.86 hours per week than girls. However, there are 

clear differences between boys' and girls' economic work hours within the areas. In 

Pandaçan and Paco girls work on average four hours more than boys (per week), 

whereas in Binan girls work an average 5.4 hours less. Girls also do approximately 1.8 

hours more housekeeping per week in both areas (Table 8.8). 

Table 8.8 Mcan Work Hours per Week by Gender and Area*236  

Number of 

Ilours 

Pandaçan and Paco Binan Total 

Male (N) Female (N) Male (N) Female (N) Male (N) Female (N) 

Economic 17.98 (261) 22.02 (192) 21.22 (234) 15.84 (230) 19.51 (495) 18.65 (422) 

I-Iousework 10.06 (375) 11.80 (359) 11.93 (37I) 13.73 (371) 10.99 (746) 12.78 (730) 

Source: author's survey 2002. * Economic work hours: non-economic wor dng children (hour =0=) not 

included; household work hours: non-household working children (hour =0=) not included. 

While this may give the impression of a relatively even distribution of work hours 

between genders, the picture changes when dividing the children into enrolled in school 

or not. School enrolment contributes to a lower number of working hours, both 

economic and non-economic for both boys and girls in both areas (Table 8.9 and Table 

8.10). The difference in working hours between enrolled and not enrolled is significant 

for all groups and both types of work, expect girls' household working hours in 

Pandaçan and Paco. Boys in particular in both areas experience a large increase in 

(economic) working hours when not enrolled in school. Their average (economic) 

working hours are also higher than that for girls. On the other hand, school enrolment 

has a relatively small effect on the number of housework hours for children in Pandaçan 

and Paco and boys in Bifian. However, for girls in Binan not being enrolled in school 

increases their housework hours with about 70 per cent. 

236 The difference between genders in each area is significant for both economic and housework. 
Pandaçan and Paco: Economic work: (Mean square 1805.528, F=6.382, p=0.012, df:1); Housework: 
(Mean square 552.230, F=10.369, p=0.001, df:1); Biúan: Economic work: (Mean square 3361.161, 
F=9.371, p=0.002, df:1); Housework: (Mean square 601.380, F=6.366, p=0.012, df:1). 
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Table 8.9 Mean Work Hours per Week for Children by School Enrolment — 

Pandaçan and Paco*237  

Number of 

Hours 

Male (N) Female (N) Total 

Enrolled Not 

Enrolled 

Enrolled Not 

Enrolled 

Enrolled Not 

Enrolled 

Economic 14.22 (224) 40.76 (37) 20.21 (170) 36.71 (21 	) 16.80 (394) 39.29 (58) 

Housework 9.69 (333) 13.00 (42) 11.67 (296) 14.00 (22) 10.68 (669) 13.34 (64) 

Source: author's survey 2002. * Economic work hours: non-economic working children (hour =0=) not 

included; household work hours: non-household working children (hour =0=) not included. 

Table 8.10 Mean Work Hours per Week for Children by School Enrolment — 
Bifian*238  

Number of 

Hours 

Male (N) Female (N) Total 

Enrolled Not 

Enrolled 

Enrolled Not 

Enrolled 

Enrolled Not 

Enrolled 

Economic 13.20 (170) 42.53 (64) 13.62 (202) 31.82 (28) 13.43 (372) 39.27 (92) 

Housework 10.96 (296) 15.77 (75) 12.72 (329) 21.67 (42) 11.89 (625) 17.89 (117) 

Source: author's survey 2002. * Economic work hours: non-economic working children (hour =0=) not 

included; household work hours: non-household working children (hour =0=) not included. 

Recalling the importance of age for children's involvement in work (Table 8.1), it is 

interesting to note the clear increase in economic working hours with age (Table 8.11). 

However, also here there are gender related differences. Girls in Pandaçan and Paco 

have a much higher average number of working hours per week than boys, until the age 

15 — 17 years, when children are likely to have left school and are working full time. 

For Binan the difference between boys and girls is minimal until the age group 13 — 14, 

which is generally the age where boys are considered old enough to start working for 

their father (GGD:4;FGD:1,17,19). 

237 The difference between enrolled or not is significant for both genders and both types of work, except 
female household work. Male: Economic work (Mean square 22,363.812, F101.406, p<0.001df:l); 
household work (Mean square 408.448, F = 9.718, p=0.002 df:l ); Female: economic work (Mean square 
5090.207, F=22.359, p<0.001, df:1); household work (Mean square 112.417, F=1.758, p=0.186, df:l). 
238 The difference between enrolled or not is significant for both genders and both types of work. Male: 
Economic work (Mean square 40,001.307, F147.126, p<0.001 df:1);household work (Mean square 
1,386.655, F = 18.476, p<0.001 df:1); Female: economic work (Mean square 8,143.535, F=34.075, 
p<0.001, df:1); household work (Mean square 2980.975, F=29.066, p<0.001, df:1). 
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Table 8.11 Mean Work Hours per Week by Age*239  (Economic Activity) 

Area and Gender 5-9 (N) 10-12 (N) 13-14 (N) 15-17 (N) Total (N) 

Pandaçan 

and Paco 

Male 10.11 (70) 15.13 (102) 19.88 (43) 34.50 (46) 17.98 (261) 

Female 17.06 (36) 21.58 (62)  23.78 (46) 24.62 (48) 22.02 (192) 

Total 12.47 (106) 17.57 (164) 21.90 (89) 29.46 (94) 19.69 (453) 

Biran Male 10.61 (44) 13.87 (63)  23.69 (45) 31.21 (82) 21.22 (234) 

Female 9.09 (47) 13.42 (57) 14.93 (57) 23.19 (69) 15.84 (230) 

Total 9.82 (91) 13.27 (120) 18.79 (102) 27.54 (151) 18.55 (464) 

All 11.25 (197) 15.92 (284) 20.24 (191) 28.28 (245) 19.12 (917) 

Source: author's survey 2002. * Non-(economic) working children (hour =0) not included. 

It is interesting to recall that Heady (1999), Mehrotra and Biggeri (2002) and Boyden 

(1994) all suggest that 20 hours is the maximum number of hours a child can work 

before it negatively affects schooling. For girls in Pandaçan and Paco involved in 

economic work this limit is reached already at the 10 - 12 years of age (Table 8.11). 

The issue of working more than 20 hours per week becomes even more apparent when 

including non-economic work hours. The total number of work hours (economic and 

non-economic) suggests that the children reach the 20 hour limit when very young 

(Table 8.12). At age 10 to 12 all groups except boys in Biran work more than 20 hours 

a week, and even the work hours for boys (in Biran) may be affected by seasonality, 

causing them to increase hours during peak production periods (see below). In Pandaçan 

and Paco, where most children attend high school, the number of total work hours is 

nevertheless high: 24.46 and 28.03 for boys and girls respectively in the age group 13 -

14 years (the age group normally enrolled in high school). The high total working 

hours, starting already from a relatively young age, may affect the children's ability to 

benefit from the education, but may also contribute to children dropping out of school. 

The seasonality of footwear production also affects the working hours of the children. 

More than half of the child labourers in Biran (56.4 per cent) experience seasonal 

variations in their economic work hours. Seasonality does not affect the children who 

239 The difference between gender is significant for both areas: Pandaçan and Paco: (Mean square 
1,805.528, F=6.382, p=0.012, df:1); Bifian: (Mean square 3,361.161, F=9.371, p=0.002, df:1). 
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are working full time, but only the type of work in which they are involved. During 

peak season the full time child labourers frequently work at home, but during low 

season they are expected to find work elsewhere. As a result, their work load remains 

largely unchanged throughout the year. In Pandaçan and Paco only five (1.1 per cent) of 

the children are involved in seasonal work, and they are all children who only work 

during their school holidays (FGD:16,25). In Binan seasonality does not mean that the 

children do not work during low season, it only means that they work less. During peak 

season the work hours for children in Binan increase dramatically (FGD:28;II:68). As a 

result of the time of year that the quantitative data was collected (during low season and 

at the beginning of peak season) the impression is that children working in seasonal-

affected activities work significantly fewer hours than those who work in non-seasonal 

activities240. However, it is likely that the estimated working hours of children in Binan 

are probably lower than actual (see Chapter 6.4.4 and Appendix 15). 

Table 8.12 Mean Total Work Hours per Week by Age for Working Children241  

(Economic and Non-Economic)* 

Area and Gender 5 - 9 (N) 10 -12 (N) 13 -14 (N) 15 -17 (N) 

Pandaçan 

Paco 

and Male 14.07 (113) 21.24 (129) 24.46 (65) 33.50 (76) 

Female 14.79 (95) 22.29 (115) 28.03 (76) 31.12 (76) 

Total 14.40 (208) 21.73 (244) 26.38 (141) 32.31 (152) 

Bifian Male 14.42 (123) 18.96 (113) 30.36 (56) 42.91 (88) 

Female 14.78 (119) 22.84 (94) 25.21 (80) 32.36 (87) 

Total 14.60 (242) 20.72 (207) 27.33 (136) 37.66 (175) 

All 14.51 (450) 21.27 (451) 26.85 (277) 35.17 (327) 

Source: author's survey 2002. 

*Non-working (economic or non-economic) children (hour =0) are not included. 

240  See Table A.19.18. Difference between working hours for seasonal workers and those who are not is 
significant for children in Binan. Pandaçan and Paco: (Mean square 76.629, F=0.267, p=0.605, df:1); 
Biflan: (Mean square 17459.354, F=53.203, p<0.001, df:l). 
241 The lower average number for girls in Pandaçan and Paco for age group five to nine is a result of the 
mean in Table 8.11 being taken for children involved in both economic and non-economic work, thereby 
lowering the mean by including a number of younger children performing only a small number of 
housekeeping hours a week. 
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While the children work relatively long hours from an early age, work schedules are 

generally flexible and can in most cases be arranged to accommodate schooling, though 

the seasonality of footwear production does impose certain limits on this flexibility, 

particularly in the last days before a production deadline. In a few cases the children 

only work during weekends, though these are rare exceptions (II:40). The flexibility is, 

however, not a guarantee of being able to combine school and work. Some children 

have to give up school because they otherwise are unable work enough hours to bring 

home the required income (FGD:28). 

A large number of children in both areas are involved in both economic and non-

economic work. They work long hours and especially girls (particularly in Pandaçan 

and Paco) have a considerable work load already from a young age. There is a clear 

difference between the work hours for children enrolled in school and those who are 

not. This is in itself not surprising, given that most children not in school can be 

expected to work full time. However, for all four groups the (economic and non-

economic) work hours for children not in school exceed 50 hours a week, suggesting 

they work as much as adults. 

8.3.2 Types of Activity 

The type of work in which children engage is important because it provides an 

understanding of the significance of these activities to the household and the 

possibilities of transferring children out of them. Furthermore, a review of these 

activities also provides a basis for assessing possible skills acquisition through work, as 

well as an indication of the hazards children face in their work. The types of economic 

activities in which children engage include light work (such as looking after a small 

shop for a few hours a week), fetching water and domestic work (for non-household 

members), full time work as porter in the local market in the evenings and nights, and 

working in footwear production. Some of the activities, such as some forms of garbage 

collection, only take place at certain times a day for a few hours, or the work is 

seasonal, and as a result some children (8.9 per cent) engage in a second activity. In 

Pandaçan and Paco 27 children (5.9 per cent of the working children) have second 

activities. The majority of them (70 per cent) combine garbage collection and trading. In 
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Biflan 11.7 per cent of the working children have second activities; the majority (66.7 

per cent) combine footwear production and trading. 

Table 8.13 Distribution of Types of Work (Economic) by Gender and Area* (per cent) 

Pandaçan and Paco Biflan Total 

Male Female Male Female 

Service 17.9 18.6 2.8 2.1 10.1 

Garbage Collection 54.0 19.1 2.8 0.0 19.7 

Porter 0.0 0.0 4.1 0.0 1.1 

Production 1.1 1.5 2.4 0.8 1.5 

Footwear Production 0.0 0.0 68.3 79.3 38.0 

Trading 16.3 49.5 14.6 16.2 22.7 

Construction 3.0 0.0 0.4 0.0 1.0 

Transportation 0.0 0.0 1.2 0.0 0.3 

Fishing 0.0 0.0 1.2 0.0 0.3 

Domestic Work 3.8 10.3 0.0 1.2 3.5 

Entertainment 0.8 0.5 0.8 0.0 0.5 

Other 3.0 0.5 0.0 0.4 1.1 

Won't Answer 0.0 0.0 1.2 0.0 0.3 

Total 100 100 100 100 100 

N 263 194 246 241 944 

Source: author's survey 2002. (*Main activity only). 

There are distinct differences between the patterns of activities in the two areas (Table 

8.13). The majority of boys in Pandaçan and Paco are involved in garbage collection, 

whereas the main activity for girls is trading. In this area, the choice of activity is often 

guided by gender and perception of what is safe for girls and boys respectively. This is 

also indicated by the fact that relatively few girls are involved in garbage collection, and 

more in domestic work (not in own household). In Biflan it is footwear production that 

is the main occupation of both boys and girls, a reflection of the involvement of their 

parents in this activity. Along with trading, these two activities account for 72.9 - 95.5 

per cent of all of boys' and girls' work respectively in Bifian. 
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There are a range of other activities in which the children engage: fishing, 

entertainment, transportation and construction work. These activities account for a 

relatively small number of children, less than 2.1 per cent. Fishing (which is also 

seasonal) is typically working with a father. Construction and transportation work is 

typically for slightly older children (15 years and older). While the activities in which 

children engage are in some cases gender specific, the barriers between what boys do 

and what girls do become more flexible the more difficult the household's financial 

situation. The five most common activities (footwear production, trading, garbage 

collection, service and porter, and domestic work) as well as housekeeping are briefly 

described in Appendix 25 to provide an understanding of what they involve and how 

they are organised. The activities can be divided into two groups: one in which the 

children become involved because they need to generate their own income (mainly by 

working outside the home); the second group relate to the need to help out with 

household work (substituting for the mother) and work in the household MSE 

(substituting for the mother and/or the father). Common for all of them is that they are 

characterised by low skills levels and have low earning potential. 

8.3.3 Introduction to Work 

Parents often expect that the children will help out, either in the household MSE or by 

making money outside the home242.  As a result, children are generally introduced to 

work in one of two ways. The first is when the household has an enterprise. The 

children are introduced to the work by observing their parents. In the case of footwear 

production, the children often start as early as five years old (FGD:2,17,23). This form 

of introduction is greatly facilitated by the location of the MSE in the household. The 

second form of introduction to work arises from pressure from the heads of household, 

most commonly the female head (mother), to start helping out by making money 

through some kind of work outside the home. This is particularly for households which 

do not have a MSE. These children are often introduced to the different forms of work 

by either their parents or friends and peers (FGD:16,II:34). 

242 GGD:4;FGD:22;II:8,24,29,31,41,44. 
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Parents generally state that it is the children themselves who express a desire to work to 

help out or ask permission to start working243  (FGD:9,26). However, this desire to work 

is in a number of cases brought on by the female head of household no longer providing 

the children with allowances or informing them that in order to continue in school they 

have to cover their own expenses244. Most children also state that the main reason for 

starting to work is to cover the cost of schooling and allowances. Furthermore, the 

children are often aware of the financial difficulties of the household and find that by 

working they are less of a burden on their parents (FGD:16,19). 

Table 8.14 Reasons for Children Working245  (per cent) 

Reason for Working Pandaçan and Paco Bifian 

Male Female Male Female 

To Gain Experience 0.8 4.6 11.6 11.5 

To Supplement Household Income 17.9 13.9 21.0 11.9 

To Pay Household Debt 0.0 0.0 0.4 0.0 

Wanted to Work 0.4 1.0 2.6 1.8 

To Help in Household Business 9.9 25.3 60.5 71.5 

To Pay Own Schooling 71.0 54.6 2.1 2.1 

Other 0.0 0.0 1.7 0.9 

Won't Answer 0.0 0.5 0.0 0.4 

Total 100 100 100 100 

N 262 194 233 235 

Source: author's survey 2002. 

It is clear that the need to contribute financially or with labour is the main cause for 

children starting to work, along with the need to cover education costs
246  (Table 8.14). 

243 See Table A.19.19. 
244 FGD:16; II:24,26,45,77. 
245 It should be recalled that this information is provided by the (female) head of household interviewed 
for the questionnaire based interviews (Chapter 6.4.2). 
The difference within group is significant for Pandaçan and Paco but for Binan only at 0.10. Pearson chi-
square for Pandaçan and Paco: (30.366, p<0.001, df:4); Binan (8.967, p=0.062, df:4). For the significance 
analysis the groups in Table 8.14 have been consolidated to fulfil the requirements of minimum number 
of cells with count of less than five. 
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These causes combined account for between 83.1 to 98.6 per cent of the children 

engaging in work. Other reasons for starting to work, such as "to gain experience", only 

account for a low percentage of boys in Pandaçan and Paco, and even for children 

involved in household production in Binan does not exceed 11.6 per cent. This most 

probably reflects the low skills requirements for performing the tasks in which children 

are involved (see Chapter 8.4). 

While the children who earn an income from work, either on the street or by working 

for others, frequently state that they do so to pay for their school allowances, they do 

not in most cases actually control the income, but hand over all or part of it to their 

mother (FGD:17,28). The type of work in which the child is engaged also affects his or 

her ability to control how much they can keep. Boys who work in the market or do 

garbage collection can often keep more if they want to, because it is hard for the mother 

to verify how much they have made (FGD:3). Girls, on the other hand, frequently work 

directly for the mother in a sideline, or if they work on their own, they sell in the 

market, but as described above, the mother provides them with the goods to sell, making 

it easy for the mother to verify how much the child has made (FGD:8;II:21,25,45). The 

children working as domestic workers typically keep about half for themselves and give 

the other half to their mother (FGD:4). Girls frequently also have household work 

responsibilities which leave them with less time for economic work than boys have. It is 

therefore hard for them to bring home as much as the boys. Furthermore, the perception 

of girls as more vulnerable also puts a limit to the work they are allowed to do. The 

financial constraints on the household result in children, in particular girls, expressing a 

feeling of guilt when having to ask for allowances, especially for projects, even though 

they themselves contribute to cover the cost247. However, in general the girls feel less 

guilty having to ask for money for school if they themselves have brought some money 

home recently (FGD:8,19). 

246 However, given the discussion in Chapter 8.3.4 of control over income, the need to contribute to 
education costs may also be a convenient excuse for letting the child work to contribute to household 
income. 
247 FGD:4,18,19;II:6,8,9,55,77. 
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The inability of girls in particular to keep their income, or part of it, to finance school 

themselves, makes them more reliant on allowances the mother gives them than boys 

who can typically keep part of the proceeds for themselves to finance school, should the 

mother be unable to provide an allowance. However, the boys still rely on their mother 

to cover the cost of projects as these are often larger amounts (FGD: 1 8;II:75). Even so, 

working does not guarantee that allowances are available. Instead giving allowances 

depends solely on the mother's priorities. A number of children have experienced not 

getting an allowance even though they have brought home money the day before. In one 

case a mother would not borrow money for a uniform though the daughter made enough 

from work to pay for it herself, thereby causing the child to drop out of school 

(FGD:8;II:71). 

The children themselves state that boys are responsible for making money and girls for 

helping their mother, though the girls also generate an income248. While girls often feel 

it is their responsibility to do housework, they also feel that making money is often 

more important or has higher status. One of the consequences is the girls' opinion that 

boys get allowances first because they bring home more money (FGD:8). Generally 

children feel that they get praised for bringing home money but it does not increase their 

influence in household matters (FGD:4,1 5). Housekeeping chores are largely a female 

responsibility, though boys do help out. It is in most cases the female head who instructs 

the children on what they have to do for household chores. She will ask whoever is 

around to help out, which is frequently the girls. Also, most women find that girls are 

easier to ask and more reliable than boys and they therefore are given more work249. 

Girls are also occasionally asked to stay at home from school to help out in business and 

domestic chores250. Girls, especially the eldest, also act as replacement for the female 

head's labour. 

Generally, children start working to contribute to daily costs, rather than as a response 

to a direct financial crisis affecting the household. However, it is clear that once the 

child starts working, it facilitates his or her role as financial buffer, and the number of 

248 FGD:4,3,16,18,19. 
249 GGD:4;FGD:4,8,19;II:14,67. 
259 GGD:4,10;FGD:22;II:8,14,65,67. 
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work hours can easily be increased should the need arise to contribute more to 

household income. Boys in particular take on the role as income buffer, in case of 

financial difficulties, in some cases forcing them to leave school in order to work longer 

hours (FGD:28,II:37,68). The importance of children's role as income buffers, or part of 

the household safety net, is also pointed out by Anker and Melkas (1996), Grootacrt and 

Kanbur (1995) and Bequele and Myers (1988). As mentioned in Chapter 7.3.6, 

children's cash contribution to household income constitutes an average of 14.11 per 

cent, but for the poorest households the importance of the contribution is often greater. 

In that regard, it is interesting to note that in eight households the children contribute 

more than half of the income. 

The above suggests that for some children, part of the income they generate through 

working outside the home can be replaced by the starting or expansion of a household 

MSE. A household MSE may also to some extent replace or alleviate the need for 

children to act as income buffers. However, this also raises an issue for the children who 

are working to help out in labour intensive MSEs: to what extent can they be affected 

by factors such as a microfinance loan given the household's reluctance to invest in 

machinery to increase productivity? The evidence also suggests that the female head of 

household (mother) is a key person as she either directly instructs the children to start 

working or controls their allowances, through which she can indirectly influence their 

decision to start working. 

8.3.4 	Non-Related Children 

A separate issue regarding children's involvement in work concerns those children who 

are not the sons and daughters of the heads of household. In a number of households 

(49) there are children present who are either grandchildren (and the parents are not 

present), cousins, or not directly related. Children are occasionally placed with 

grandparents or other family members, particularly if the mother has become involved 

in a new relationship, or if she works overseas. Young relatives are sometimes 

"adopted" and then viewed as a family member and treated more or less like the other 

children of the household, but often with additional duties, particularly housekeeping 

(II:46). The practice is not common, affecting only 100 children of the total of 1717, 
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and the majority (76) are in Pandaçan and Paco. However, one characteristic of this 

group is that they are all working (either economic, non-economic or both), and they 

tend to work more hours than other working children, in one case up to 72 hours a 

week, though the difference is only significant for household work in Binan
251  

8.3.5 	Summary 

The children are frequently expected or coerced into starting work. The children in most 

cases work either in the household MSE or in informal economy jobs and their 

contribution (either financial or labour) is often substantial. In many cases the children 

start working young and in most cases reach 20 hours (economic or non-economic) or 

more per week by age 10 — 12. The female head of household's role of being in charge 

of the household budget means that she frequently play a key part in children starting to 

work. While it is often stated that children work to finance their own schooling, the data 

suggests that working does not guarantee that money is available for the individual child 

when needed. 

The above establishes the role children play in supplementing household income and as 

supplier of additional labour to the household MSE. Before analysing the ability of 

microfinance and MSEs to affect children's involvement in labour there is a separate 

issue which should be briefly reviewed: skills acquisition. The main characteristic of the 

types of work in which children engage is its low skills requirement. However, one of 

the arguments for children possibly benefiting from work is the acquisition of special 

skills which are not taught in school. This is reviewed in the following section. 

8.4 Skills Acquisition and Work Hazards 

A central point in the discussion in Chapter 3 concerns the educational value of the 

work children engage in and the extent to which it can complement or even replace 

formal schooling. It is relevant to identify if any skills are acquired and if skills 

acquisition is affected by a household starting to operate a MSE, or expanding it, as this 

may influence children's indirect benefits from household participation in microfinance. 

However, the absence of a clear measure of what constitutes a significant gain of skills 

251 Binan:(Mean square 1338.366, F=14.855, p<0.001, df:3). See also Table A.19.20. 
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from work makes any such assessment difficult. One approach is that of Swaminathan 

(1997) who uses the difference in income between workers who started as young 

children and those who started as teenagers to measure the gain from starting young. 

While this thesis cannot compare incomes between the participants based on their 

involvement in work as younger children, it is possible to review the prospects of the 

work contributing to skills which could increase the child's future earnings. 

None of the types o f work the children in the two areas engage in can, with the 

exception of footwear production, be characterised as artisan. Rather the work involves 

garbage collection, petty trading, either from home or in the market, fishing, tricycle 

taxi, or odd jobs such as washing car windows at the intersection, porter in the market 

or similar activities, none of which are likely to contribute with skills that will 

significantly increase future income earning. The parents seem to be aware of the 

negligible skills which the children stand to gain from working and this is not one of the 

main reasons why children start to work (Table 8.14). For boys in Pandaçan and Paco, 

for fewer than one per cent is this the main reason to start working. In Binan, with the 

involvement in the footwear sector, skills acquisition is stated as the reason for children 

starting to work in 11.5 per cent of cases. The exception to this is the perception that 

girls should know how to operate a sideline, and that their involvement in the mother's 

activities will teach them how to do so. The women in particular consider this important 

because it would be expected of the girl when she gets married and is in charge of a 

household (FGD:11). Nevertheless few households give this as the main reason for a 

girl to start working. Few households consider household work to be skills acquisition. 

Rather it is seen as something children contribute to. 

Footwear production contributes with some basic artisan skills, but the production 

methods are simple and can be mastered with a brief introduction252. The work does not 

contribute any skills beyond the most basic handling of (non-electric) tools, though 

practice undoubtedly increases productivity. Possibly the most important contribution 

from working in the footwear sector may be the introductions, through the parents to the 

Managers, and which may increase the child's chances of becoming established in the 

252 I spent an afternoon working in footwear production and found that I mastered the basic skills after 
less than half an hour, though my production level obviously was lower than that of the other workers. 
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sector later on as a producer. However, with the absence of education, working in the 

footwear sector may be one of the few options available to the child later on, confining 

the child to the footwear sector as an adult with the same marginal income earning 

possibilities as the parents have. 

Similarly, learning to fish (in Binan) may also help the child generate an income in the 

future. However, it should be noted that fishing is largely unable to support the 

household year round, but is only considered a seasonal activity. Working with 

transport, on the other hand involves learning to drive either a tricycle or motorcycle but 

does not contribute any additional skills. Furthermore, given the structure of the 

transport sector, particularly in Biflan, the income earned is marginal, but the work is 

not strenuous due to the long waiting periods. 

The exception in terms of skills acquisition could be the contribution of business skills 

from selling in the market and helping out in the household business. The work may 

also contribute to the development of discipline, responsibility, self-confidence and 

independence as argued by Fassa (2000), Oloko (1991) and Myers and Boyden (1998). 

This view is also expressed by some parents, that working teaches children (boys) to 

earn money and become independent (FGD:17). However, the extent to which these 

skills are actually acquired has not been directly addressed in this thesis. 

While the discussion largely focuses on the skills and personal development which the 

children can obtain through work and the extent to which these can replace or 

complement formal education, there is relatively little attention given to the view of the 

children themselves. Notable exceptions are provided by Sarangapani (2000) and Delap 

(2000) who, as discussed in Chapter 3.3.3, find that children value formal education and 

the status it provides. The children in these areas often appear aware of the value of 

education, and like their parents, express the view that it is one of the few means 

available to obtain a good job (FGD:27,28). This is directly in line with the findings of 

Boyden et al. (1998:260) and Verner (2004:36). However, for the children who are out 

of school, formal education is a very sensitive issue. Discussions about the type of work 

they engage in, even low status activities such as garbage collection, do not appear to 
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bother them; on the contrary, they speak freely of the work and the problems associated 

with it. But the situation is very different when discussing education253. I found that to 

discuss education with a child who is not in school appears in most cases to be 

distressing for the child, both boys and girls, and the child often became emotional 

(FGD:18,28;II:9,75). To be unable to continue in school is often seen by the children as 

being permanently excluded from the possibility of having a better life than their 

parents. This is possibly also why children are reluctant to consider themselves as being 

out of school, but instead report to just have a year off, hoping to reenrol the following 

year. Even the children who reported they did not mind having to leave school initially, 

found themselves a few years later regretting it, a similar finding to that of Boyden 

(1994:14) who suggests that older children realise the opportunity lost by not receiving 

a formal education (FGD:27). There appears to be envy among the non-school going 

children of those in the household who get to go school. In a few cases girls in 

particular express anger towards their mother for not giving them allowances or a 

chance to go to school even though they are working and give their income to their 

mother (FGD:8,16,28) 

The majority of the working children, particularly in Pandaçan and Paco, do not tell 

their classmates that they work, as they fear being teased or bullied for being poor and 

having to work254.  Those who work in the market further express embarrassment 

whenever they meet classmates while working, and fear being teased the following 

school days. The children also report being uncomfortable with occasionally being late 

to school due to work, or having to go to school in dirty clothes. Some children prefer to 

miss school on the days when this is the case (FGD:28). The reaction by classmates 

may depend on the area. In Biíian it appears that more children are working and they 

therefore feel it is not a big problem that the others know, though this still depends on 

the type of work they do. A couple of children who have told their classmates they are 

working became emotional when recounting the experience (FGD:19,27;II:70). 

253 The lack of reservation to talk about working only extends to peers and people from a similar social 
background. Most do not talk to their classmates about their work. 
254 FGD:8,18,19,28; II:51. 
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The apparent focus on education by the employers, as discussed in Chapter 8.2, 

suggests that alternative forms of education are probably unlikely to facilitate future 

employment for the child. The only exception here may be in the case where the child 

continues to work for the same employer as an adult, though this appears rare except in 

the footwear sector. Instead the child may have to rely on self-employment based on the 

skills the child has acquired from his or her work. The low skills level and non-artisan 

nature of the work appear to leave the children ill prepared for this. While this appears 

to contradict the findings of Myers and Boyden (1998), Rodgers and Standing (1981) 

and Ray and Lancaster (2004), it should be noted that these researchers all base their 

findings on traditional rural societies and work on household farms, which represents a 

quite different scenario than the work in which the children in these areas are involved. 

These data question the extent to which there are potential skills which the surveyed 

children stand to gain from working, regardless of the type of work in which they 

engage. The apparent absence of skills acquisition further emphasises the importance of 

children being able to continue in school, even if it means combining it with work. 

Furthermore, the potential for skills acquisition should also be considered relative to the 

environment in which the work takes place and the hazards to which the children are 

exposed while performing it. 

8.4.1 	Injuries and Hazards from Children's Involvement in Work 

One of the main arguments against children working is exposure to injuries and 

different hazards, which are present in the various working environments. However, few 

of the interviewed households report that their children have been injured while 

working. Only 89 or (9.4 per cent) of the 944 working children have been injured 

according to interviews with the parents. Of these injuries the vast majority (84 per 

cent) occur in Binan in the footwear production workshops. The injuries are typically 

light, such as cuts, crushing or "others". The latter include sewing fingers with sewing 

machines. However, none of the households report ever experiencing serious injury to a 

child as a direct result of work255.  There are probably two reasons for the difference in 

injury level between the two areas. One is that the majority of children in Binan work 

255 Though one did report a more serious accident during the in-depth interviews (II:63). 
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directly with their parents, which means the parents are likely to be aware of any injury, 

whereas in Pandaçan and Paco the children work outside the home and may not inform 

their parents of lighter injuries. Secondly, the work in Bifian involves production, which 

exposes the children to different hazards than selling in the market or preparing food. 

Table 8.15 Type of Injury by Gender and Area (per cent) 

Pandaçan and Paco Bifian Total 

Male Female Male Female 

Cuts 22.2 80.0 30.6 30.8 32.3 

Bruises 22.2 0 8.3 5.1 7.9 

Crushing 11.1 0 47.2 61.5 46.1 

Dislocations, Body Aches, Others 44.4 20.0 13.9 2.6 12.4 

Won't Answer 0 0 2.8 0 1.2 

Total 100 100 100 100 100 

N 9 5 36 39 89 

Source: author's survey 2002. 

There are, however, other hazards associated with footwear production, which are less 

tangible - such as the exposure to an unhealthy working environment, the effects of 

which may not be felt until much later. The main health hazards arise from the use of 

adhesives to glue the layers of the soles of the shoes together. The main absorption of 

the solvents takes place through inhalation. However, the practice of using the fingers to 

apply glue further exposes the body to toxins in the adhesives. The exposure has a range 

of long-term effects on the body, especially for children (Estrella-Gust 1999:29). Other 

workplace hazards arise from the absence of ventilation that causes dust problems, and 

the workshops are often poorly lit. The effects are made worse by the long workdays for 

children, particularly during peak season and just before a production deadline. 

However, the poor ventilation in the production area and the combination of working 

space and living location cause all people working and living in the household to be 

exposed to the vapours and dust, as also found by Estrella-Gust (2002:28). In Bii'ian a 

number of mothers report that the children often experience loss of appetite when 
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working in production. The mothers put it down to the fumes of the adhesives but 

without being able to document it in any way (GGD:3). 

Different types of hazards arise from working outside the home. As found by Forastieri 

(2002), the hazard often arises from the place of work, rather than the work itself. 

During the Focus Group Discussions several children told of assaults, muggings and 

accidents while working, particularly in the market. The children normally do not tell 

their parents of any problems, particularly theft, as they fear being scolded or beaten. 

Instead, if possible, they try to cover any loss out of their own pocket to avoid the 

parents finding out256  (FGD:8,16). A number of children (particularly boys) in Bifian 

reported being involved in minor traffic accidents while working in the market, none of 

them serious enough to be hospitalised but they received small compensations from the 

drivers (FGD:16). In Pandaçan and Paco it is the children selling goods or washing 

windscreens at intersections who are particularly at risk257. Domestic workers are also 

notoriously vulnerable to abuse and exploitation, and several children report working 

very long hours for low pay258; still it continues to be an important arena of employment 

for girls in Pandaçan and Paco (FGD:18,19). 

A special note should be made of a limited practice that takes place in Pandaçan and 

Paco. A few of the poorest of the poor households send the children out in the morning 

with instructions to not return before a certain amount has been earned, through 

begging, working or any other means. If any of the children fail to raise the required 

sum, that child will not be allowed into the home but sent out again, often forcing the 

child to spend the night on the street. This mainly applies to the older boys, as girls and 

younger boys are considered too vulnerable (FGD:18,28). However, in addition to the 

negative effects of the pressure of having to make a certain amount, this process also 

contributes to the creation of street children as the child gradually learns how to survive 

on the street and becomes separated from the household. 

256 One boy ran away from home in Pandaçan and Paco after a beating by a parent for having lost goods 
worth six pesos — approximately 0.11 USD (FGD:28). 
257 Three children from households participating in the research were killed in traffic during the research 
period; while working (one) and going to work (two). 
58  Anecdotal evidence suggests at least one girl from the households participating in the research (in 

Binan) was raped while working as a domestic helper during the research period. 
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The two main negative effects of work on children arise either from the actual work and 

its immediate environment such as footwear production, where inadequate protection 

affects all workers regardless of the task they perform. The second type of effect 

originates from the circumstances under which the work takes place such as in the 

market or street. The work in itself is light but where it takes place exposes the children 

to potential harm. Working in household sidelines under parents' supervision on the 

other hand appears to constitute a relatively safe environment for children. 

8.4.2 Summary 

That working children stand to gain few if any skills from their work underlines the 

need for children to remain in school, even if it means combining school with (safe) 

work. In that regard, it is also worth noting that the two types of work which appear to 

have the greatest potential hazards are footwear production, and un-supervised working 

outside the home. However, there do not appear to be any special hazards arising from 

working in sidelines, which are one of the main forms of MSEs supported by the 

microfinance intervention. This again brings forward the issue of MSEs and children's 

involvement in work in these household MSEs. 

8.5 Household Enterprises and Children's Work 

One of the central issues in this thesis is the role of children's labour in household 

MSEs. The MSEs in the two areas are typically household based and supply driven, 

characterised by marginal net incomes and requiring either long opening hours or labour 

intensive production methods. Bearing in mind the research conducted by Marcus 

(1998) and Blunch and Verner (2000) among others, who find that children of 

households with MSEs are more likely to work than children from non-MSE 

households, this section reviews the extent of children's involvement in household 

MSEs, both in terms of frequency as well as working hours, thereby seeking to establish 

the possible effects of household MSEs on the household's children's involvement in 

work (both economic and non-economic). 

While MSEs are thought to raise the frequency of child labour, as suggested by Lopez-

Acevedo (2002), this is not always the case. In Pandaçan and Paco, there is almost no 

226 



difference in the frequency of child labour between households with or without a 

household MSE. For Bifian on the other hand, households with MSEs have a much 

higher frequency of working children than those without, suggesting an effect (Table 

8.16). The difference between the two areas is likely related to the prevailing types of 

MSEs as well as the difference in causes of child labour. The footwear sector in Birian 

traditionally relies on children's labour to increase household production, and only in 

some cases do the children work outside in order to bring home cash. In Pandaçan and 

Paco on the other hand children tend to work regardless of the presence of a household 

MSE. This suggests that in Pandaçan and Paco the absence of a household MSE is 

likely simply to result in the child working outside the home, rather than not working at 

all. In Birian, where alternative forms of employment outside the home are harder to 

find, children appear relatively less likely to work if the household does not have a 

MSE. However, as most households in Birian have their own MSE, this only affects a 

relatively small proportion of children. 

Table 8.16 Household MSEs and Presence of Working Children*
259  (per cent) 

Presence of Working 

Children in the 

Household 

Household MSE 

Pandaçan and Paco Birian Total 

Yes No Yes No Yes No 

Working Children 66.0 65.5 76.5 44.7 73.9 61.8 

No Working Children 34.0 33.5 23.5 55.3 26.1 38.2 

Total 100 100 100 100 100 100 

N 100 173 310 47 410 220 

Source: author's survey 2002. * Household level data (N=630). 

The increase in the frequency of child labour in Birian caused by a household MSE 

(Table 8.16) also translates into a much higher participation rate by the children of these 

households. While approximately 32 per cent of children of non-MSE households in 

Birian work, this increases to 68 per cent for MSE households (Table 8.17). However, 

there is little gender related difference in involvement in work in Birian whether the 

259 The difference within areas is significant for Birian, but not for Pandaçan and Paco. Pearson Chi-
square: Birian (20.556, p<0.001, df:1); Pandaçan and Paco (0.06, p=0.936, df:1). 
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household has a MSE or not; the involvement in work for boys and girls is almost 

identical. On the other hand, the presence of a household MSE affects children 

differently depending on their gender in Pandaçan and Paco. For households without a 

MSE, boys have a greater involvement in work than girls (69.1 per cent compared to 

45.5 per cent). The presence of a MSE largely removes the difference between boys and 

girls' involvement in work; boys' involvement in work decreases to 55.5 per cent, 

where as for girls it increases to 54.5 per cent. The cause of this difference between 

MSE and non-MSE households in Pandaçan and Paco is probably related to the division 

of work by gender for children in that area. Absence of a MSE frequently means that 

girls are less likely to work, as working outside the home is often considered too 

hazardous for them. The same consideration does not extend to boys. However, the 

presence of a household MSE changes this. It is mainly women who operate MSEs in 

Pandaçan and Paco, and they are more likely to rely on girls' (and younger boys') 

labour, whereas older boys do not generally work with their mother (or other adult 

females). Also, because boys in Pandaçan and Paco frequently work to support their 

own schooling, it may be that, to the extent that the female head of household (mother) 

operates a successful MSE, there is less pressure on the boys to bring money home (by 

working outside), whereas girls are relied upon to help in the MSE. 

In addition to increasing the probability of some children working, a household MSE 

also facilitates the early entry of children into work (particularly in Binan). As 

mentioned, parents are frequently reluctant to let young children, particularly girls, work 

on their own outside the home as it is perceived as too dangerous, except as domestic 

workers260. However, the presence of a household based MSE provides what is often 

perceived by the parents to be a safe environment for the children to work in 

(GGD:4;II:6,70). 

260 Though this does not mean that it does not happen, as also evident from Table 8.18. 
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Table 8.17 Children's Involvement in Work (Economic) by Presence of Household 

MSE and by Gender and Area261  (per cent) 

Child Working Household Enterprise 

No Yes 

Pandaçan 

and Paco 

Male No 30.9 44.5 

Yes 69.1 55.5 

N 256 155 

Female No 54.5 45.5 

Yes 45.5 54.5 

N 242 154 

Bifian Male No 68.4 44.8 

Yes 31.6 55.2 

N 57 413 

Female No 68.5 42.0 

Yes 31.5 58.0 

N 54 386 

Source: author's survey 2002. Child Level Data (N=1717). 

While working directly for the parents may in some cases cause an increase in total 

number of working hours, it does not mean that the presence of a household MSE 

affects the working hours of all the children, but only for those directly involved in the 

MSE. The average number of working hours for children in MSE households is lower 

than for children who work directly for their parents, suggesting that not all children are 

affected by the presence of a household MSE (Table 8.18 and Table A.19.22). However, 

starting or expanding a household MSE often require additional labour input from the 

children, whether economic or non-economic262. Working with the parents in Pandaçan 

and Paco means that some young children may in some cases work longer hours than 

those who work on their own (Table 8.18). For older children (15 — 17 years of age), on 

261 The difference between MSE and non-MSE households is significant for each of the four groups 
(though for girls in Pandaçan and Paco only at 0.10). Pearson Chi-square: Pandaçan and Paco: Male 
(7.814 p<0.005, df:1); Female (3.112 p=0.078, df:1); Biran: Male (11.209, p=0.001, df:1); Female 

(13.480 p=0.001, df:1). 
262 11:7,12,13,17,25,29,34,64,65,66. 
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the other hand, working with the parents in that area means fewer working hours than 

working outside the home. In Binan, the picture is reversed and children who work 

unsupervised, work significantly more than those who work with their parents. A note 

should be made about the large number of working hours for non-supervised boys in 

Binan in the five to nine age group: this most likely reflects the few observations for 

this group and the presence of children whose school enrolment is being delayed while 

they are put to work instead. 

Table 8.18 Mean Weekly (Economic and Non-economic) Work Hours of Children by 

Supervised or Not263* 

5-9 (N) 10-12 (N) 13-14 (N) 15-17 (N) 

Pandaçan 

and Paco 

Male Supervised 29.20 (5) 39.67 (6)  32.29 (7) 32.00 (7) 

Non-supervised 17.15 (65) 23.51 (96) 31.00 (37) 49.13 (40) 

Female Supervised 37.33 (3)  36.75 (16) 38.25 (16) 31.26 (19) 

Non-supervised 23.27 (33) 31.60 (47) 37.00 (31) 48.03 (29) 

Binan Male Supervised 19.10 (42) 22.91 (53) 27.77 (35) 32.05 (41) 

Non-supervised 55.00 (2) 33.45 (11) 49.54 (13) 55.12 (42) 

Female Supervised 17.75 (44) 26.71 (52) 22.61 (51) 33.23 (52) 

Non-supervised 21.00 (4)  26.20 (5)  44.89 (9) 41.00 (19) 

Source: author's survey 2002. (N=932), *Non-(economic) working children (hour=0) not included. 

The vast majority of children who work under their parents' supervision do so in their 

parents' household business. While it is possible for the children to work together with 

their parents, for example as porters in the market, none of the children in the Focus 

Group Discussions indicate that this is the case. In total, only 18 of the 1717 children 

work together with their parents in a non-household MSE setting. In some cases the 

children work with a parent initially to be introduced to the work, such as garbage 

collection in Pandaçan and Paco, only to work on their own later on. 

263 The difference between supervised and non-supervised is only significant for boys and girls in Binan. 
Pandaçan and Paco: Male (Mean square 846.329, p=0.143, F= 2.161 df:3); Female (Mean square 43.834, 
p=0.707, F=0.141 df:3); Binan: Male (Mean square 31354.747, p<0.001, F=74.829, df:1); Female (Mean 
square 4798.632, p<0.001, F=13.537, df:1). 
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A separate issue concerning MSEs which should be recalled is that they are frequently 

mentioned as an important source of daily cash, and enable the households to provide 

school allowances to the children. While MSEs may cause an increase in working hours 

for some children, they may also have a direct positive effect on children's school 

attendance, as also mentioned in Chapter 7.4.3. Some households which have recently 

started a MSE report that while all the household's children are now working in the 

MSE, they no longer miss school due to lack of allowances (FGD:1I;II:10,12,53). 

Another important aspect of household MSEs is the possibility of transferring children's 

labour from outside the home to the MSE, thereby possibly improving the working 

conditions of the child, particularly in Pandaçan and Paco. However, while some 

households express a desire to shift a boy's labour to a household-based MSE, few boys 

stop working outside the home when their mother starts a business, largely due to the 

gender related issues concerning the types of work children become involved in 

(FGD: i 9;II:11,32). Regardless, the evidence does suggest that, for some children, 

starting a MSE may mean working in a safer environment. The advantage of working 

direct for a parent (mother) is also that it takes the pressure away from the children of 

having to bring home a certain amount of money or having to explain why money was 

not made (FGD:19). 

The effect of household MSEs on children's involvement in labour differs between 

areas. In Biiian children from households with MSEs are more likely to work, whereas 

in Pandaçan and Paco there is no difference in children's involvement in work between 

households with or without MSEs. Household MSEs also affect the number of hours 

children work. Children in Pandaçan and Paco may work longer hours if they work with 

their parents, whereas children in Biíian appear to work fewer hours, if working with 

their parents264. One of the main findings is the difference effect household MSEs have 

on boys and girls in Pandaçan and Paco. Household MSEs lower boys' involvement in 

work, but raise girls'. Another issue is the possibility of transfer of children's labour 

from outside the home to the household MSE, thereby (possibly) improving the working 

264 Concerning the effect for children in Binan of working with their parents, the issue of seasonality 
should be recalled (Chapter 8.3.1). This may affect the number of working hours for children who work 
with their parents and could lower the difference between those who work supervised and those who do 
not. 
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environment. The contradictory effects of household MSEs on the frequency of 

involvement in work and the number of hours, depending on area and gender of the 

child, raise the question of the ability of microfinance to change household's reliance on 

child labour. 

8.6 Microfinance and Loans 

While household MSEs appear to increase children's involvement in work in some 

cases, it is not yet clear if microfinance participation by a household contributes to the 

involvement of children in work or if it causes a decrease either in the frequency or 

number of children's working hours. The following reviews the extent to which 

microfinance participation (and in particular loans) affects children's involvement in 

labour. 

The effect of microfinance on household MSEs mainly takes place through loans. As 

also discussed in Chapter 7, there is little evidence from the Focus Group Discussions or 

General Group Discussions to suggest that savings on their own have any significant 

effect on children working or not. While savings may sometimes allow the household to 

meet large expenses without having to rely on 5 — 6 or other forms of credit, they do not 

replace the role of children as income or labour contributors — the two main causes of 

child labour in the two areas. Only rarely are households able to save sufficiently to 

have enough capital for starting a MSE without resorting to loans. Likewise for the 

other benefits provided through the microfinance programs, such as health care and 

social services. While these services obviously are positive benefits, neither can be 

expected to change the need for children's involvement in work. Scholarships represent 

a different case and are briefly discussed in Chapter 8.6.1. 

Children of households which are members of a microfinance programme appear to 

work fewer total work hours, regardless of area or gender, than children of non-member 

households (Table 8.19). On the face of it microfinance participation appears to lower 

the working hours with 6 — 9 hours (except for boys in Pandaçan and Paco) thereby 

bringing the total working hours just below the 20 hour limit. However, while the 

difference in working hours is significant, it may originating from the different financial 
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circumstances of the participating and non-participating households, rather than a direct 

result of the participation itself265  (see Chapter 7.3). 

Table 8.19 Mean Total Working Hours per Child for Microfinance Households and 

Non-microfinance Households*266 (Economic and Non-economic work) 

Pandaçan and Paco Binan Total 

Male Female Male Female Male Female 

Member 19.55 19.71 17.18 18.28 18.25 18.93 

Not Member 22.48 25.02 26.16 24.19 24.32 24.58 

N 411 396 470 440 881 836 

Source: author's survey 2002. * (N=1717; all children included). 

Inactivity by members of microfinance has earlier been identified as an issue 

particularly for the poorer participants. However, there is little and insignficant 

difference in children's mean working hours among active and inactive households in 

Pandaçan and Paco, unlike in Binan where the difference is also small (less than four 

hours per week) but significant267. In Pandaçan and Paco inactivity appears to be 

associated with a lower household income, contrary to Binan. While it would be 

expected that a lower household income is associated with more working hours for 

children, this does not appear to be the case. The cause of this difference is not clear. 

Turning attention to the effect of loans, the difference between borrowers and non-

borrowers is more pronounced for boys than for girls. Looking at the effect of loans on 

the mean number of (economic) working hours for children, it appears that they work 

2.8 — 3.6 hours fewer per week in borrower households than non-borrower households 

(Table 8.20). For girls the difference is negligible in both areas, suggesting there is no 

265 While the financial impact of participation in the savings component of microfinance may be limited, 
it can not be completely ruled out that other factors — such as awareness campaigns, which have 
accompanied the microfinance programs — have contributed to a decrease in working hours. 
266 The difference between mean working hours for membership and non-membership of microfinance is 
significant for all groups except boys in Pandaçan and Paco. Pandaçan and Paco: Male (Mean square 
806.835, F=2.254, p=0.134 df:1); Female (Mean square 2409.034, F=7.092, p=0.008, df:1); Binan: Male 
(Mean square 8146.553, F=17.453,p<0.001,df:1);Female (Mean square 2969.830,F=8.744,p=0.003, df:1). 
267 See Table A.19.21. Difference between mean working hours for children of active and inactive 
households: Pandaçan and Paco (Mean square 371.966, F=1.126, p=0.289, df:1); Binan (Mean square 
1713.673, F=5.373, p=0.021, df:1). 
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effect at all from the household taking out a loan on girls' number of economic work 

hours. As mentioned, (older) boys work outside the home and are not involved in 

activities in which loans are normally invested. The apparent effect of loans on boys in 

Pandaçan and Paco is therefore interesting given that this group is less likely, than girls, 

to be directly affected by it. This finding may suggest that the loan (and the income it 

generates) results in less pressure on boys to bring home money from outside. The 

effect of loans on boys in Binan is also interesting as there is nothing in the qualitative 

data to suggest that loans affect the need for boys' labour input into the household 

production. 

Table 8.20 Mean Working Hours of Children (Economic) by Gender and Area for 

Borrower and Non-borrower Households26i8  

Pandaçan and Paco Binan Total 

Male Female Male Female Male Female 

Loan 8.53 10.82 8.29 8.01 8.41 9.32 

No Loan 12.15 10.64 11.12 8.35 11.60 9.44 

N 411 396 470 440 881 836 

Source: author's survey 2002. All children included (N=1717). 

The effect of loans on working hours does not appear to change substantially when 

including non-economic work hours in the analysis. Boys work relatively less 

(economic and non-economic) if they belong to borrower households than if they 

belong to a non-borrower household (Table 8.21). For girls the difference is not 

significant in either area. While the absence of a clear difference in total working hours 

between borrower and non-borrower households appear to contradict some of the earlier 

findings about the expected effect of loans, this may be affected by not differentiating 

between households with and without MSEs. If instead analysing by presence of 

household MSE a different picture emerges. 

268  The difference between borrowers and non-borrowers is only significant for boys (and only at 0.1). 
Pandaçan and Paco: Male (Mean square 1018.036, F=2.848, p=0.092, df:1); Female (Mean square 
21.610, F=0.063, p=0.803 df:1); Binan: Male (Mean square 1836.534, F=3.824, p=0.051, df:l ); Female 
(Mean square 713.876, F=2.070, p=0.151, df:l). 
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Table 8.21 Total Work Hours for Children by Gender and Area for Borrowers and 

Non-borrowers*269  (Economic and Non-economic) 

Pandaçan and Paco Binan Total 

Male Female Male Female Male Female 

Loan 17.47 21.82 15.98 17.45 16.69 19.49 

No Loan 21.39 21.25 20.96 20.53 21.16 20.87 

N 411 396 470 440 881 836 

Source: author's survey 2002. *All children included (N=1717). 

When differentiating between loans for households with or with out a MSE, it appears 

that loans cause a decrease in the number of working hours for boys in MSE households 

(significant at p=0.05). However, girls are not significantly affected by loans and 

continue to work 8 — 23 per cent more than boys after the loan; the lowest difference 

between genders is found in Binan (Table 8.22). In Pandaçan and Paco, if the household 

has a loan but no MSE, children, particularly girls, work more than for households 

without either MSE or loan. This is probably related to the consequences of business 

failure and defaulting on loans, and is further supported by the In-depth Interviews 

which also appear to suggest that in some cases business failure causes an increase in 

the number of days per week that girls (the oldest) miss school or even forces them to 

drop out270. 

While loans appear to have different effects, depending on the presence of a household 

MSE or not, it is worth recalling the earlier finding concerning children working 

directly with parents. Though loans may contribute to a lower number of (total) working 

hours, this does not necessarily extend to the children working directly with the parents 

in the MSE. Analysing instead the effect of loans depending on working with parents or 

not a different picture emerges: for boys not working with their parents, loans cause a 

significant decrease in number of working hours. In Pandaçan and Paco boys working 

with their parents and girls in general are not significantly affected by loans (Table 

269  Pandaçan and Paco: Male (Mean Square 1018.036, F=2.848, p=0. 092, df:1); Female (Mean Square 
21.610, F=0.063, p=0.803, df:1); Milan (Mean Square 1836.534, F=3.824, p=0.051); Female (Mean 
Square 713.876, F=2.070, p=0.151, df:1). 
270 11:10,23,27,30,37,56,70,101. 
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8.23). For children in Binan, the picture is reversed: loans cause a significant decrease 

in (total) working hours for both groups of boys, and for supervised girls. Girls in Binan 

not working with their parents are not affected by loans. 

Table 8.22 Total Working Hours (Economic and Non-economic) by Borrowers and 

Non-borrowers and Presence of MSE271. 

MSE in Pandaçan and Paco Binan 

Household Male Female Male Female 

Loan No Loan Loan No Loan Loan No Loan Loan No Loan 

MSE 16.03 20.24 20.68 24.60 16.18 21.06 17.52 20.61 

(N) (66) (89) (65) (89) (90) (323) (94) (292) 

No MSE 23.06 21.82 25.74 19.91 7.00 20.36 14.00 20.12 

(N) (17) (239) (19) (223) (2) (55) (2) (52) 

Source: author's survey 2002. Non working children (hour=0) included (N=1717). 

There are indications that for children who work directly with their parents (in Pandaçan 

and Paco) loans do not cause a decrease in total number of working hours, but may for 

girls actually cause an (insignificant) increase (Table 8.23). On the other hand, the 

overall effect on children in borrower households (with MSEs) appears to be a decrease 

in mean (total) working hours for the children (Table 8.22). The presence of this 

apparent difference suggests that the effect is not uniform on the different children in 

the household. For Binan, there is less difference between the effect of loans for all 

children of borrower households with MSEs and the children who work with their 

parents. In both cases loans appear to cause a decrease in number of working hours for 

boys. For girls the difference is not significant. 

271  The difference between working hours for loan or no loan is significant for boys in both areas (at 
0.01). Pandaçan and Paco: Male (Mean square 1018.036, F=2,848 p=0.092, df:1); Female (Mean square 
21.610, F= 0.063, p=0.803, df:1); Binan: Male (Mean square 1836.534, F=3.824, p=0.051, df:1); Female 
(Mean square 713.876, F=2.070 p=0.151, df:1). 
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Table 8.23 Total Working Hours (Economic and Non-economic) for Children 

Supervised or Not by Borrowers and Non-borrowers272  

Is child 

working 

with Parents 

Pandaçan and Paco Binan 

Male Female Male Female 

Loan No Loan Loan No Loan Loan No Loan Loan No Loan 

Yes 

(N) 

32.56 

(9) 

33.81 

(16) 

37.65 

(20) 

33.91 

(34) 

21.22 

(51) 

26.83 

(120) 

22.94 

(53) 

26.27 

(146) 

No 

(N) 

15.64 

(74) 

20.75 

(312) 

16.87 

(64) 

19.70 

(278) 

9.46 

(41) 

18.23 

(258) 

10.67 

(43) 

16.30 

(198) 

Source: author's survey 2002. All children included (N=1717). For the same table but only with working 

children (N=932) see Table A.19.22. 

The discussion of the effect of microfinance loans on children's involvement in labour 

is difficult to separate from the discussion of the household MSEs and in particular their 

limitations and sustainability. The findings in Chapter 7.4.3 suggest that the effects of a 

loan disappear after a relatively short period, frequently only a few months, which raises 

questions about the sustainability of this effect on children's work (and survival of the 

MSE). The effect of loans on children's work is also affected by the reluctance of the 

participants to invest to increase productivity in the MSE. The preference for investing 

the loan in materials for production means that there is no impact on the cause of child 

labour in the labour intensive productions as the production system remains unchanged. 

The difficulty that microfinance loans have in facilitating a sufficient increase in 

household income (and in a sustainable manner) appears to correspond to the findings 

of Marcus (1998): that income generation fails to contribute to an elimination of child 

labour, as the new MSE does not offer an alternative income which is high enough to 

replace the one which required children's labour. This is further echoed by participants 

themselves who suggest that having a household MSE may not always be enough; often 

272 The difference between loan and no loan by supervised or not. Pandaçan and Paco: Male supervised: 
(Mean square 9.100, F0.053 =p=0.821, df:1); Not supervised: (Mean square 1566.792, F=4.381, p=0.037, 
df:l); Female supervised: (Mean square 175.974, F=0.612, p=0.438, df:1); Not supervised: (Mean square 
415.602, F=1.301, p=0.255, df:l); Binan: Male Supervised: (Mean square 1129.443, F=3.398, p=0.067, 
df:1); Not supervised: (Mean square 2718.083, F=5.065, p=0.025, df:1); Female supervised: (Mean 
square 429.562, F=1.329 p=0.250, df:1); Not supervised: (Mean square 1119.230, F=3.547 p=0.061, 
df:1). 
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the children have to continue to make their own money regardless (Marcus 1998:9-10; 

FGD:5;II:55). In these areas the new MSEs may themselves in some case rely on 

children's labour. 

This evidence shows that children act as buffer labour and are included or excluded in 

the household MSEs as needed and return to previous income generating work when the 

situation changes, or may stop working completely. The increase in girls' working 

hours associated with microfinance loans also reflects the arguments made by Delap 

(1999:8), Niuwenhuys (1994:23) and Kabeer (1994:104) that labour substitution takes 

place between mothers (female heads of household) and (in particular) girls. 

The effect of microfinance loans has to be viewed in terms of who in the household they 

affect. The evidence suggests that though microfinance loans appear to cause a decrease 

in number of working hours, this decrease disappears when distinguishing between 

children working for their parents and those who do not (in Pandaçan and Paco). 

Though not significant, there are indications that girls working with their parents in that 

area may experience an increase in working hours as a result of loans. Furthermore, 

there are also weak indications that in the case of households not having a MSE (in 

Pandaçan and Paco) loans may result in more working hours, particularly for girls. For 

Binan, it appears that loans cause a decrease in number of working hours for both boys 

and girls, though the effect is strongest for non-supervised children. 

8.6.1 Scholarships 

While not a focus of this thesis, scholarships nevertheless deserve to be mentioned. As 

discussed in Chapter 8.2, the cost of education is often given as a reason for children 

working. This is further highlighted in the discussion above concerning the effects of 

microfinance and household MSEs. Scholarships are often considered an important tool 

to prevent children from working, and unlike MSEs and microfinance, they rely neither 

on the entrepreneurial skills of the parents, nor are they affected by risk aversion273. 

273 Though exclusion due to lack of information about the programs, as discussed in Chapter 7.3.2 may 
remain an issue. 
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Included in this sample are a small number of children who receive scholarships from a 

range of different NGOs. These scholarships typically cover the basic expenses such as 

uniforms, notebooks and projects. Of the 1717 children, a total of 139 benefit from 

these scholarships with girls constituting 65 per cent of the recipients (a direct result of 

being prioritised by the NGOs)274. Scholarships are more available in Pandaçan and 

Paco than in Bifian, due to the greater number of NGOs operating in that area. While 

scholarships in principle are granted on condition that the children do not work, the 

condition is not enforced. As previously mentioned, a number of microfinance members 

indicate that scholarships are often a major incentive for joining. 

Table 8.24 Frequency of Work (Economic) for Scholarship Recipients275  (per cent) 

Scholarships: Working Not Working N 

Pandaçan 

and Paco 

Male Recipient 64.5 35.5 31 

Non-Recipient 64.3 35.7 378 

Female Recipient 45.3 54.7 53 

Non-Recipient 49.9 50.1 339 

Bifian Male Recipient 72.2 27.8 18 

Non-Recipient 51.9 48.1 449 

Female Recipient 70.3 29.7 37 

Non-Recipient 53.8 46.2 400 

Source: author's survey 2002.(N=1717). 

The effect of scholarships again depends on gender and area (Table 8.24). For boys in 

Pandaçan and Paco, scholarships have no effect on the frequency of involvement in 

work (economic). For girls in that area the difference is also insignificant, though there 

is a 4.6 per cent lower involvement in work for scholarship recipients. In Bifian the 

recipients have a higher frequency of work, which suggests that scholarship programs 

are reaching working children, but also that the programs apparently fail to have an 

effect on either boys or girls. Also considering that children (in particularly boys) in 

274 See Table A.19.23. 
275 The difference in frequency of work between recipient and non-recipient of scholarship is significant 
for the two groups in Biran (only at 0.1). Pearson Chi-square Pandaçan and Paco: Male: (0.001, p=0.979, 
df:1); Female (0.383, p=0.536, df:1); Biran: Male (2.869, p=0.090, df:1); Female (3.737, p=0.53, df:l). 
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Pandaçan and Paco are supposed to be working to cover their own education costs, a 

greater effect of scholarships would be expected on this group. 

The pattern of children's involvement in work regardless of receiving scholarships is 

repeated when looking at the total number of working hours. Contrary to expectations, 

scholarships do not cause a significant change in number of working hours for children 

in Pandaçan and Paco (Table 8.25). Furthermore, scholarship recipients in Binan appear 

to have a higher (but insignificant) level of working hours for both boys and girls276. 

While these findings suggest that there is no significant effect of scholarships on 

children's involvement in work or the number of working hours they work, scholarships 

may contribute to keeping children, especially girls, in school even if they do not lower 

their working hours. Receiving a scholarship may ensure that parents keep the child's 

education as a priority. Furthermore, though the findings are not significant, the 

observations are few. It seems intuitive that scholarships for Pandaçan and Paco type 

households might be a better way to support (particularly) girls' schooling than MSE 

promotion, as scholarships may lower both their labour participation and number of 

hours, unlike household MSE which appear to cause an increase in both. However, this 

thesis is not in a position to conclude with certainty on this question and more research 

is needed into it. 

Table 8.25 Mean Total Work Hours For Scholarship Recipients277  

(Economic and Non-economic Work) 

Scholarship Pandaçan and Paco Binan Total 

Male Female Male Female Male Female 

Yes 17.10 19.38 26.06 24.43 20.39 21.46 

No 20.98 21.85 19.86 19.59 20.37 20.63 

N 409 392 467 437 876 829 

Source: author's survey 2002. (N=1705). 

276  The findings are similar when only looking at economic work hours. See Table A.19.24. 
277  The difference in mean working hours for scholarship recipient or not is not significant for either 
gender in either area. 
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8.7 Conclusion 

While children may work to support their own schooling, to contribute with cash to the 

household or assist in the household MSE, this chapter shows that there is a wide range 

of different factors which influence both their involvement in work as well as their 

possibilities for obtaining an education. 

While parents are in general positively inclined towards education of both boys and 

girls, the cost of schooling is a key issue. Faced with financial restrictions, children have 

to cover their own expenses, and heads of households prioritise some of the children's 

education, in some cases on the basis of the expected financial return from the 

investment in education, putting girls at a disadvantage. The ability to cover their own 

education costs is also affected by the children's control over the income they generate. 

Boys who work outside the home may maintain control of at least a part of their 

income, whereas for girls and children working at home, it is frequently the mother who 

controls their income. The consequence is that the latter group depends directly on the 

mother for everyday allowances, whereas boys working outside the home can finance 

part of their own school expenses should they want to. However, while education costs 

are frequently stated as a key cause of children starting to work, scholarships do not 

appear to be able to contribute to a significant lower level of involvement in work or 

working hours. A separate finding is that the work in which the children engage has 

little potential to provide marketable skills. This means that their involvement in work is 

unlikely to facilitate their employment as adults, but rather may facilitate self-

employment in low skill sectors with marginal levels of income such as footwear 

production. 

One of the main conclusions of this chapter is that household MSEs often lead to an 

increase in children's work. However, because of a division of work and responsibilities 

along gender lines, as well as factors associated with the causes of work, the presence of 

a household MSE has different consequences according to gender. For boys in 

households with female operated sidelines, as is common in Pandaçan and Paco, the 

presence of a MSE lowers their involvement in work, as well as their working hours. 

For girls, on the other hand, the presence of this type of MSE means an increase both in 
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the frequency of work and in the number of hours. The household based production 

systems, as found in Bifian, mean an increase in number of hours for both boys and 

girls. Working directly with the parents frequently causes in some cases the child to 

work longer hours, and from a younger age. 

While the presence of a household MSE can increase the chances of a child working, 

this research shows that starting a MSE can result in a transfer of a child's labour from 

outside the household to working with the parents. While the child is still working, that 

work may take place in a safer environment where the child is not exposed to the 

hazards of working in the market. It appears that for children (particularly girls) 

working in the market or outside the house, the establishment of a non-production 

household MSE may result in the elimination of the hazards of work, though it may at 

the same time mean an increase in working hours. Another issue concerning MSEs, 

particular of sidelines, is the contribution to the household's cash flow. There is more 

available cash for daily allowances, and as a result children appear to miss school less 

often. Microfinance loans appear to cause a decrease in number of working hours, but 

this decrease disappears when distinguishing between children working for their parents 

and those who do not. Loans causes a decrease in the number of working hours for the 

children who are not working with their parents (in Pandaçan and Paco), whereas for 

those who work with their parents in that area there is no difference. In Binan, it appears 

that loans cause a decrease in number of working hours for both boys and girls, though 

the effect is strongest for non-supervised children. However, loans fail to change the 

need for children's labour (though it may lower it) and do not significantly change the 

underlying causes of children's involvement in work. 

This chapter has identified the main causes of children becoming involved in work in 

the two areas and the effects of microfinance participation, loans and household MSEs 

on children's involvement in work and the number of hours they work. However, so far 

the different factors have all been analysed individually, and their relative importance 

and effect when combined with other factors is not clear. To assess the importance of 

the different factors, the interaction between them also needs to be analysed. This is 

done in Chapter 9. 
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9. Child Labour and Microfinance 

The two main issues of this thesis concern microfinance and household MSEs - the 

extent to which they are instrumental in preventing children from working, and the 

extent to which they affect the number of hours that children work (both economic and 

non-economic work). Building upon the findings in the two previous chapters, this 

chapter will analyse the contribution of these main factors to whether children work or 

not, and their possible effect on the number of hours children work. By using regression 

analysis I will identify the influence of the combined variables. This will lead to a 

discussion of the extent to which microfinance and household MSE contribute to a 

decrease or increase in child labour and whether the effect differs according to the 

gender of the child. I first present the results of the regression models in Tables 9.1 to 

Table 9.4, and discuss the results in relation to prevalent research; this is followed by 

comparison of the results with economic theories on the household. 

The regression analysis of the quantitative data is conducted with SAS software278. The 

variables are listed in Appendix 14, and an overview of the statistical methods, 

including the Glimmix procedure as well as issues relating to the questionnaire and 

variables, is outlined in Appendix 15. Because I am using the SAS Glimmix procedure, 

which is relatively new (released in November 2005), I have also included the 

programme text in Appendix 27. Pearson's correlation coefficients are given in 

Appendix 17, and model analysis for normal distribution and homoscedasicity are in 

Appendix 16, along with tables of —2 Residual Log and other model fit indicators. I 

provide the full models, including insignificant variables, as this enables me to include 

these in the discussion of the results. However, given the possible concern for how this 

overfitting may affect variables through multicollinearity, as discussed in Gujarati 

(2006:342), I have also included the models in which the insignificant variables have 

278  I have used the SAS statistical software rather than SPSS to perform the regression analysis in this 
chapter because of the SAS programme's Glimmix function, which allows me to address a potential 
cluster issue in the data. This issue arises from collecting data from more than one child per household 
thereby having groups of observations for which some variables are identical such as household income, 
parents education etc. This is further discussed in Appendix 15. See also SAS (2005). 
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been removed one after the other279. These models are in Appendix 18. As in the two 

preceding chapters, references are made to General Group Discussions (GGD), Focus 

Group Discussions (FGD), In-depth and Follow-up Interviews (II), and Other 

Interviews (OI) throughout the text. These are listed in Appendix 4 to 9. 

To facilitate a comparison of regression coefficients and the effect they each have on the 

dependent variable, I have also included a calculation of the effect on the dependent 

variable of a change in the mean of each (significant) independent variable280. These 

results complement the review of each of the four models provided in this chapter. I 

recognise that the results of such an exercise are only indicative but they nevertheless 

facilitate a deeper understanding of the actual effect which each independent variable 

has on the dependent variable and contribute to the discussion of the importance of the 

variables. The results are provided in Appendix 20 along with a detailed explanation of 

how they were obtained. 

There are significant differences between the two research areas and also between boys 

and girls. Therefore the results below are given by gender and area, which allows a 

clearer overview of the results. I chose to conduct separate analysis for each gender, 

rather than using a dummy variable for gender in the model. As this chapter shows, 

there are some important gender specific findings which would not have been apparent 

had I only used a dummy variable. The results for the total data set and by area are 

provided in Appendix 19, Table A.19.26, A.19.29, A.19.33, and A.19.37. 

279  The effect of keeping insignificant variables in the models is limited and only in a few cases causes a 
variable to change from significant to insignificant or visa versa. Generally, this only happens with 
variables significant at p=0.1 and mainly in Models Two and Three. None of the coefficients change sign. 
280  The mean of each independent variable is increased by ten per cent. For dummy variables, it is the 
effect of excluding the variable. The values are provided for those variables, which proved to be 
statistically significant in the models in Appendix 18. 

244 



Table 9.1 
	

Children Involved in Economic Work2
81,282 (By Area and Gender) 

Pandaçan and Paco Binan 

Male Female Male Female 

MICFIN -0.9167** -1.2075*** 1.5412*** 1.3217*** 
(0.4012) (0 4154) (0.4338) 	• (0.3879) 

LSIZENGO -0.00046*** -0.00022* -0.00002 -0.00003 
(0.000126) (0.000114) (0.000101) (0.00091) 

LSIZEOTH -0.00020* -0.00010 -0.000008 0.000459 
(0.000113) (0.000129) (0.000154) (0.000351) 

LOANDEFA 2.1129*** 2.1551*** 0.4391 0.3289 
(0.7759) (0.7567) (0.8579) (0.7102) 

YOUNCHIL -0.06847 0.2655 0.3776* 0.09009 
(0.1951) (0.2062) (0.2138) (0.2067) 

ADULTFEM -0.1423 0.09474 -0.06071 0.1199 
(0.2961) (0.2937) (0.3583) (0.3281) 

ADULTMAL -0.1552 -0.1563 0.1516 -0.3486 
(0.2706) (0.2543) (0.3005) (0.2498) 

BUSSMX -0.5487 -0.9725 0.4069 0.04939 
(0.7093) (0.8286) (0.3288) (0.3119) 

BUSSFX 0.9612** 1.6854*** 0.8488** 1.3510*** 
(0.4310) (0.4211) (0.4164) (0.4128) 

FEMEDU -0.3822* -0.1018 -0.03637 0.005287 
(0.1951) (0.1743) (0.1284) (0.1186) 

MALEDU 0.07924 -0.00028 0.08688 0.04802 
(0.07128) (0.07452) (0.09638) (0.08151) 

INCOMX -0.3022* -0.1923 -0.3743** -0.1391 
(0.1796) (0.1689) (0.1662) (0.1325) 

C1AGE 	(5-9)  _ _ _ 

(10 - 12) 1.8692*** 1.8097*** 1.4504*** 1.3900*** 
(0.3976) (0.3831) (0.3553) (0.3578) 

(13 -14) 1.3753*** 2.2343*** 3.5602*** 2.3948*** 
(0.4549 (0.4480) (0.5313) (0.4063) 

(15 - 17) 1.0645*' 2.2634*** 4.5737*** 2.7258*** 
(0.4946) (0.4762) (0.5908) (0.4360) 

CIRELATX -0.4637 -0.1272 0.2172 -0.9146 
(0.5652) (0.6695) (0.9788) (0.9889) 

C1 SSCHO 0.1010 -0.1662 0.1870 -0.05996 
(0.4625) (0.5014) (0.4124) (0.4365) 

CISCHOLA -0.05268 -0.6221 0.6759 0.6320 
(0.5220) (0.4239) (0.8249) (0.5103) 

CI REPEAT -0.5365* 1.1224** 0.0006 0.1511 
(0.4632) (0.5043) (0.3660) (0.3663) 

Constant 3.6330** 0.07722 -3.3240*** -3.1869*** 
(1.4298) (1.3065) (0.9707) (0.8726) 

N 399 383 429 400 

DF 172 155 168 146 

* Significant at 10%; ** Significant at 5%; *** Significant at 1%; (Data set: Child04). 

Dependent variable: Child working or not (C1WORKX); (Numbers in brackets are standard error). 

9.1 Children's Involvement in Work 

There are two main aspects of children's work to be investigated: one is the factors 

which influence whether they engage in work or not, and the second is what factors 

281  Test of fit are provided in Appendix 16 (Table A.16.1). 
282 Data variables are explained in Appendix 14. 
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affect the number of hours they work and to what extent microfinance is in a position to 

influence either of these two. Looking first at children working or not, I seek to identify 

the significance of the different factors which previous research has put forward as 

important. For that purpose I use a logistical regression model on whether children are 

involved in economic work or not283. 

The model shows each variable's influence on children engaging in economic work on 

not, divided by gender and area (Table 9.1). A striking result about children's 

involvement in work is the difference in the effect of microfinance participation 

between the two areas. This corresponds to the findings in Chapter 7.3.6 that in 

Pandaçan and Paco there is a lower mean number of working children in households 

participating in microfinance than for non-participating households, while the reverse is 

the case in Binan (Table 7.17)284. The impression that microfinance in itself contribute 

to an increase or decrease in children's involvement in work should be assessed with 

caution given the discussion in Chapter 7.3.2, and it cannot be ruled out that sampling 

may influence the result. Therefore, though the results are significant, it is difficult to 

conclude with certainty about the effect of this variable (in this model). This is further 

discussed below. 

Loan size (LSIZENGO) has a significant negative influence on children's involvement 

in work in Pandaçan and Paco, which supports the findings in Chapter 8.6. For non-

NGO loans (LSIZEOTH) the effects are insignificant, except for boys in Pandaçan and 

Paco. The insignificance of the loan variable for children in Binan is most probably a 

result of the type of work children do in that area, which is mainly to help out in 

footwear production. This appears to support the suggestion that loans in themselves do 

not contribute to a change of child labour in the labour intensive productions, which are 

typical for that area. 

283 The regression models in this chapter are all based on one-way causality. The research discussed in 
Chapters 3 and 5 suggest that generally child labour is caused by a range of factors, and that child labour 
does not in turn contribute to these factors, though income is a possible exception. For the issue of income 
see Appendix 15. 
284 See also Table A.19.27. 
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Loan default (LOANDEFA) has a highly significant effect on both boys' and girls' 

involvement in economic work in Pandaçan and Paco. This may be a result of it in some 

cases being relatively poorer households which default in Pandaçan and Paco due to 

business closure, and the children may be required to start (or re-start) work. This would 

also support the earlier finding that children may act as income buffers. The 

insignificance of the variable on children in Bifian is probably a direct result of default 

in that area appearing to be mainly by better off households. As a consequence, default 

may not result in a need for children to generate additional income, in that area. 

The presence of a household MSEs (BUSSFX and BUSSMX) influences children's 

involvement in work. While this is expected given the earlier discussion, the difference 

between male and female operated MSEs is interesting. Female operated MSEs 

(BUSSFX) cause a clear and significant increase in children's involvement in work for 

all four groups. Male operated MSEs (BUSSMX) have a non-significant effect in both 

areas. The difference between male and female operated MSEs may be a result of male 

operated MSEs tending to be larger and so relying less on children's labour than female 

operated MSEs, which rely on children's labour. One of the findings in Chapter 8.5 

(that boys' involvement in Pandaçan and Paco in work decreases with the presence of a 

household MSE) appear to be reversed when distinguishing between male and female 

operated MSEs, independent of whether the household has obtained a loan or not. 

The influence of income (INCOMX) is as expected negative, but only significant for 

boys (in both areas). This means that boys are less likely to work with increasing 

income, whereas girls are not affected. Given the nature of children's (boys') 

involvement in work in Binan, the significance of this variable is surprising. Children in 

that area are normally involved in household MSE unless production (and income) is 

high enough to hire employees. This suggests that boys are prioritised so that they are 

the first to stop working when income rises. This is analysed further in Chapter 9.5. 

As also expected based from the discussions in the previous chapters, age (C1AGE) is a 

strong determinant in whether children work or not. This variable is highly significant 

(p=0.01) for all four groups for three age groups, and confirms that children become 
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more involved in work with age. However, factors such as school and scholarships are 

both insignificant. It is interesting that school (C 1 SCHO) does not appear to have a 

negative effect on children's involvement in work for any of the four groups, 

particularly given the prominence given to this variable in the earlier discussion as the 

key alternative to child labour. Nor do scholarships (C1SCHOLA). Recalling the 

discussion in Chapter 8.6.1, this result may therefore suggest that scholarships could 

have difficulties in fully preventing child labour, despite the fact that children are 

supposedly working mainly to support their own schooling. 

It should be also be noted that the repeating grades variable (C1REPEAT) has a high 

effect on involvement in work among girls in Pandaçan and Paco. This suggests that the 

consequence for girls (in Pandaçan and Paco) of repeating is greater than for the other 

groups. It may be an effect of prioritising by households, which tend to favour boys. It 

may however also be a question of causality, where working causes an increase in 

repeating grades. Whatever the cause, the C1REPEAT variable suggests that for this 

group there is a more diverse effect than the finding in Chapter 8.2.1 (Table 8.4) 

initially suggested. 

Given the importance assigned to parents' education on children's involvement in 

education in the discussion in Chapter 3, it is interesting to note that in these two areas 

neither male (head) education (MALEDU) nor female (head) education (FEMEDU) 

have any significant effect on children's involvement in work. The exception is for boys 

in Pandaçan and Paco where female education has a significant effect (at p=0.1) and 

causes a decrease in boys' involvement in work. 

Concerning other household factors such as the presence of younger siblings and other 

adults than parents, the model has some interesting findings (Table 9.1). Despite the 

importance attached to these factors in the discussion in Chapter 3, neither adult males 

(ADULTMAL), nor adult females (ADULFEM) or young children (YOUNCHIL) have 

any significant effect on any of the four groups, with the exception of young children 
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causing a significant (at p=0.1) increase in boys' involvement in work in Binan
285.  This 

is possibly because the presence of younger siblings increases the pressure on older 

boys to contribute to the household income. The final household related variable, being 

a non-relative (C1RELAX) of the heads of household is not significant either, 

suggesting that these children are not more likely to become involved in (economic) 

work than the sons and daughters of the heads of household. 

While there is a range of significant variables affecting children's involvement in work, 

it is difficult to assess the actual effect and importance of each of these variables. One 

approach to address this is increasing the mean of each significant independent variable 

(as described in the introduction to this chapter), which provides an indication of the 

relative importance of this variable in affecting the dependent variable286.  Using this 

approach, several interesting observations can be made. While (low) income is 

considered a key cause of child labour, it appears that a ten per cent increase in the 

income variable (INCOMX) will only decrease boys' involvement in work by 1.22 and 

2.3 per cent for Pandaçan and Paco, and Binan respectively. Likewise, for microfinance 

loans (LSIZENGO): a similar increase in loan size only contributes to a decrease of 

about half a per cent of child labour in Pandaçan and Paco. While loans from other 

sources than microfinance (LSIZEOTH) are significant for boys in Pandaçan and Paco, 

a ten per cent increase only lowers their involvement in work by 0.12 per cent287. 

Loan default (LOANDEFA) is a special concern as a potential cause of children's 

involvement in work. In that regard, though the (dummy) variable is highly significant 

for children in Pandaçan and Paco, it only contributes a 2.46 to 3.63 percentage increase 

in involvement in work for boys and girls respectively. This appears to weaken some of 

the earlier suggestions by some of the interviewed households about the actual 

consequence of default on children becoming involved in work. 

285 The significance of this variable for boys in Binan disappears when only including significant 
variables in the model (Table A.18.2). 
286  See also Appendix 20. 
287 Given the issue raised at the beginning of this section concerning the microfinance variable in this 
model, I will refrain from commenting on its effect here. 
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The absence of a female operated MSE (BUSSFX) appears (particularly in Binan) to 

contribute to a substantial decrease (20 to 30 per cent for boys and girls respectively) in 

child labour. The effect is similar in Pandaçan and Paco, but less substantial: only a five 

per cent decrease for boys and 13 per cent decrease for girls. This confirms the earlier 

suggestions that female operated MSEs may cause a substantial increase in children's 

involvement in work. A final interesting result is that for boys in Pandaçan and Paco, an 

increase in the education level of the female head of household (FEMEDU) contributes 

a four percent decrease for boys' involvement in work. 

There are mixed results of the variable repeating a grade (Cl REPEAT). While it is 

associated with a three per cent increase in girls' involvement in work in Pandaçan and 

Paco, it appears to cause a decrease of one per cent for boys in that same area. This 

suggests that repeating a grade is associated with a lower involvement in work for boys. 

The cause of this result is not clear. 

The main finding concerning children's involvement in work is the importance of 

female operated MSEs. The presence of a female operated MSE contributes 

significantly to children's involvement in work. There are also indications that this 

variable has a greater effect on children in Binan than in Pandaçan and Paco. 

Microfinance loans are significant for children in Pandaçan and Paco, but their relative 

effect is limited. Furthermore, the absence of effect of loans in Binan is worth noting 

and may suggest that loans are unable to contribute to a change in the cause of children 

becoming involved in work. Income only significantly affects boys, and in particular the 

income variable may only have a limited influence on boys' involvement in work. The 

apparent weak effect of default on children's involvement in work in Pandaçan and 

Paco may suggest that the consequence of default on children's involvement in work 

might not be as severe as some In-depth Interviews indicate. 

The insignificance of a number of variables is also worth noticing. The variables: 

attending school (Cl SSCHO), scholarships (Cl SCHOLA), the presence of other adults 

(ADULTFEM) and (ADULTMAL) and children under five years old (YOUNCHIL) in 

the household, are all insignificant in this model, though they are all variables put 
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forward as of importance in other research. Another interesting finding of the model 

presented here is the relatively fewer significant variables influencing children's 

involvement in work in Bifian than in Pandaçan and Paco. Besides microfinance, female 

operated businesses and age, only the income variable is significant and only for boys. 

The overwhelming majority of children (89 per cent) are involved in household work, 

as discussed in Chapter 8. The main factor determining children's involvement in 

household work is age. A regression analysis of children's involvement therefore has 

limited value. A more important issue is the factors which influence the number of 

hours children work. These are examined in Chapter 9.2. 

9.2 Number of Hours Children Work 

The majority of the children in this research are involved in some form of economic 

work, though often combined with school. While it may not be possible to prevent 

children from working, it is of great interest to see what factors influence the number of 

hours they work, and particularly if these factors are directly or indirectly linked to 

microfinance and household MSEs. As is evident from the tables below, there appears 

to be a difference between the factors which influence whether children work or not, 

and those which affect the number of hours for those who do work. It is interesting to 

note that some of the factors which are strong determinants of whether a child works or 

not appear to be relatively less important in terms of influencing the number of hours 

the children work, with the exception of the age variable. 

• 9.2.1 Number of Hours Children Work — Economic 

Looking first at economic working hours, this model is a linear regression semi-log 

model where the logarithm is taken of the dependent variable288. This is done for the 

model to fulfil the standard assumptions concerning regression models (the normal 

distribution of residuals and homoscedasticity). The approach is discussed in Appendix 

15. The model shows the effect of different variables on the number of economic 

working hours of each working child (Table 9.2). As it is a semi-log model, the regres-

sion coefficients show the variable's effect on the log of economic working hours. 

288 While the whole data set is used (N=1717), because I take the log of number of working hours, the 
non-(economic) working children (hours=0) are excluded from the model. 
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'29°  Table 9.2 	Number of hours Children Work289  (Economic) (By Area and Gender) 

Pandaçan and Paco Binan 

Male Female Male Female 

MICFIN -0.02714 
(0.05882) 

-0.1296* 
(0.07510 

-0.2711*** 
(0.09314) 

-0.3463*** 
(0.1065) 

LSIZENGO 0.000025 -0.000009 -0.00005*** 0.0000021 
(0.000024) (0.000024)_ (0 000019) (0.000020( 

LSIZEOTH -0.0000088 -0.00003 0.000015 0.000050** 
(0.000026) (0.000027) (0.000034) (0.000025) 

LOANDEFA -0.04240 0.07551 0.06282 -0.009222 
(0.12 (0.1346 (0.1622) (0.1518) 

YOUNCHIL 0.009256 -0.2637 -0.04932 -0.04371 
(0.03041) (0.03605) (0.04406) (0.05067) 

ADULTFEM -0.05706 -0.09856* -0.06018 0.07787 
(0.04798) (0.05810 (0.07099) (0.07436) 

ADULTMAL 0.05654 0.06554 0.01866 0.08580 
(0.04623) (0.05369) (0.05921) (0.05923) 

BUSSMX -0.1900 -0.02655 0.07611 0.1198* 
(0.1488) (0.1636) (0.06704) (0 07101) 

BUSSFX 0.06536 0.06598 0.1317 -0.1546 
(0.06625) (0.07686) (0.09440) (0.1129) 

FEMEDU 0.01587 0.009526 0.02521 -0.01390 
(0.03209) (0.03546) (0.02505) (0.02795) 

MALEDU -0.01361 -0.01178 0.001121 -0.01670 
(0.01111) (0.01356) (0.01804) (0.01860) 

INCOMX 0.02187 -0.01047 0.05752* 0.05602* 
(0.03370) (0.03696) (0.03155) (0.03225) 

Cl AGE 	(5-9) 

(10 -12) 0.1203** 0.1616** 0.1112* 0.06919 
(0.04626) (0.06853) (0.05553) (0.05103) 

(13 -14) 0.2201*** 0.2360*** 0.1896*** 0.08793 
(0.06407) (0.7662) (0.06734) (0.05664) 

(15 -17) 0.3447*** 0.2327*** 0.1760*** 0.2099*** 
(0.07720) (0.08645) (0.06449) (0.05443) 

Cl RELATX 0.08667 0.006141 -0.1876 0.02809 
(0.1050) (0.1258) (0.1290) (0.1828) 

CISSCHO -0.3148*** -0.2772*** -0.5267*** -0.07312 
(0.07283) (0.08131) (0.06237) (0.06973) 

Cl HWHRXX 0.000821 -0.00466 -0.000053 0.004075 
(0.003131) (0.003277) (0.003116) (0.003606) 

C1SCHOLA -0.09283 0.01243 0.02063 -0.01902 
(0.07557) (0.07973) (0.07314) (0.06764) 

C1 REPEAT 0.1984*** -0.05348 0.09484* -0.03369 
(0.06438) (0.07225) (0.04780) (0.04894) 

Constant 1.0731*** 1.4783*** 1.2081*** 1.2975*** 
(0.2436) (0.2807) (0.1933) (0.2129) 

N 259 190 215 208 
DF 97 55 53 50 

* Significant at 10%; ** Significant at 5%; *** Significant at 1%. (Data set: Child04). 

Dependent variable: Log of Number of Economic Work Hours (C I LOGWHO). 

(Numbers in brackets are standard error). 

289 Test of fit are provided in Appendix 16 (Model 2). 
2290  Data variables are explained in Appendix 14. 
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In this model, microfinance participation (MICFIN) appears to lower children's 

economic work hours for all four groups except boys in Pandaçan and Paco, in 

accordance with the findings in Chapter 8.6. While the variable has a highly significant 

effect in Binan for both boys and girls, in Pandaçan and Paco it is only significant for 

girls (at p=0.1)291. This evidence suggests that microfinance participation is associated 

with a lower number of (economic) working hours, though this as discussed earlier can 

also be affected by the different financial circumstances of the participating households. 

The variable LSIZENGO (loans from microfinance institutions) is insignificant for all 

four groups except boys in Binan. For this group, the loan variable contributes a 

decrease in their (economic) working hours. The insignificance of the loan variable for 

the three other groups implies that their economic working hours are not affected by the 

household obtaining a loan. Loans from non-microfinance sources (LOANOTH) are 

only significant for girls in Binan where the variable causes an increase in (economic) 

working hours. This is unexpected and its cause is not immediately clear, but it suggests 

that such loans increase household demand for girls' labour. 

While default (LOANDEFA) is found to have a significant effect on children's 

involvement in work in Pandaçan and Paco (Table 9.1), the variable has no influence on 

number of economic working hours, and is not significant for any of the four groups. 

This implies that some of the concerns that defaulting may lead to children having to 

take on additional economic work, discussed in Chapter 3, appear not to apply in this 

case. 

Another interesting finding is that the female operated MSEs variable (BUSSFX) is not 

significant for any of the four groups. This means that while this variable has a 

significant influence on children's involvement in work, it does not appear to 

significantly affect the number of (economic) hours children work. There are similar 

291  The sampling issue which affects this variable in Chapter 9.1 does not apply here. There are no 
discrepancies between the two areas. 
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indications for male operated MSEs (BUSSMX). With the exception of girls in Binan 

this variable is not significant292. 

As also expected based from the discussions in the previous chapters, age (C1AGE) is a 

strong determinant of the number of hours that children work. This variable is 

significant for most groups, and suggests that children's working hours increase with 

age, in line with the findings in Chapter 8. One notable exception is girls in Binan, 

where the age variable is not significant for 10 to 12 year olds or 13 to 14 year olds. 

As could be expected given the difference identified in Chapter 8 in working hours of 

children in school and those who are not, it is also indicated from Table 9.2 that 

attending school (ClSSCHO) lowers the number of (economic) hours that children 

work. This variable is highly significant for all groups except girls in Binan293. While 

attending school does not appear to lower children's involvement in work, it does 

appear to lower their number of hours. 

Scholarships (CI SCHOLA) fail to significantly lower children's involvement in work. 

Likewise, the variable also appears to have an insignificant effect on number of 

(economic) working hours. The effect is not significant for any of the four groups. This 

finding, as discussed in Chapter 8.6.1, is surprising and implies that though children 

particularly in Pandaçan and Paco work to support their own schooling, scholarships 

may not significantly affect the number of economic working hours. However, the 

result may be affected by the relatively few observations. Repeating grades 

(C1REPEAT) appears to affect the number of hours children work. The variable is 

significant for boys in both areas and suggests that boys who repeat grades are also 

likely to work more hours294. 

292 The BUSSMX variable becomes insignificant for girls in Binan when only including significant 
variables in the model (Table A.l 8.4). 
293 The Cl SSCHO variable becomes significant for girls in Bifian when only including significant 
variables in the model (at p=0.1) (Table A.18.4). 
294 Though the C1REPEAT variable becomes insignificant for boys in Binan when only including 
significant variables in the model (Table A.18.4). 
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Whereas the variable income (INCOMX) decreases the involvement of boys in 

economic work (Table 9.1), the effect of this variable appears to be that it increases the 

number of working hours for children in Binan (Table 9.2). The cause of this is most 

likely related to children's direct involvement in household MSEs that constitute the 

main source of income in that area. As a result, an increase in income also implies 

increased MSE production, which in turn increases the demand for children's labour 

input. 

As in the first model (Table 9.1) there is a range of variables which turn out to be 

insignificant, even though they are found in other research to be of importance. In that 

regard it is interesting to note that the variable household work (C1HWHRXX) is 

insignificant. The number of hours in which children engage in non-economic work 

does not significantly affect the number of economic work hours for any of the four 

groups, suggesting that household work may not substitute economic work. 

Surprisingly, most of the household member related variables are insignificant. The 

presence of young children (YOUNCHIL) does not affect the number of economic 

working hours. Nor does the presence of other adult males (ADULTMAL). This implies 

that the presence of young children does not cause an increase in economic working 

hours among the older children. Nor is there any suggestion of labour substitution, 

where the presence of adult males lowers the need for children's contributions. The 

presence of other adult females (ADULTFEM) is only significant for girls in Pandaçan 

and Paco (at p=0.1), whereas the variable has no effect on any of the other groups. 

However, it does suggest that there may be less demand on girls to work if there are 

other adult women present in the household. The variable concerning relationship with 

heads of household (C1RELATX), does not appear to have any significant effect on 

economic working hours295.  While the working hours of non-related children is often a 

concern, as discussed in Chapter 3, it appears surprisingly not to be a significant issue 

among the interviewed households. Another surprising finding is that parent's education 

levels, (FEMEDU) and (MALEDU), are both insignificant for all four groups. This 

suggests that parents' education level does not directly affect children's economic 

295 Though the C1RELATX variable becomes significant for boys in Binan when only including 
significant variables in the model (at p=0.1) and causes a decrease in working hours (Table A.18.4). 

255 



working hours, though female education level affected boys' involvement in work 

(Table 9.1). 

As with the effect of variables on children's involvement in work, it is useful to review 

the effect of a change in the mean of each significant independent variable on the 

dependent variable, which provides an indication of the relative importance of this 

variable in affecting the dependent variable296. As in Chapter 9.1, this approach 

produces a number of interesting findings. The most striking of these is the effect of 

attending school. While the importance of this variable has been established earlier, it is 

nevertheless interesting to see that children in Pandaçan and Paco experience a 78 to 88 

per cent increase in number of working hours (for girls and boys respectively) if they do 

not attend school. The effect is even greater for boys in Bifian who face a 142 per cent 

increase in working hours. Also interestingly, for girls in Binan, not attending school 

only increases their working hours by 15 per cent. The cause of the lower effect for girls 

will be clear in Chapter 9.2.2 where non-economic hours are included in the model. The 

same is the case for microfinance participation. This variable (MICFIN) appears to 

contribute with a 23 per cent decrease in (economic) working hours for girls in 

Pandaçan and Paco, and a substantial 54 to 79 per cent decrease for boys and girls 

respectively in Binan. However, this effect, though interesting, also has to be viewed in 

relation to the findings in Chapter 9.2.2, where the introduction of non-economic 

working hours helps explain this result. 

While microfinance loans (LSIZENGO) are significant for boys in Binan and loans 

from other sources (LSIZEOTH) are significant for girls in Bit-Ian, the effect of these 

variables is limited. For boys microfinance loans decrease their working hours by less 

than one per cent for each ten per cent increase. For girls the effect of loans from other 

sources is even lower, 0.14 per cent decrease for a ten per cent increase. An increase in 

income (INCOMX) of ten per cent results in an almost three per cent increase in 

working hours for boys in Binan. While this is expected, as mentioned above, given 

boys involvement in production, the size of the effect is interesting, and appears to 

underline the importance of boys' labour in the production. 

296 See also Appendix 20. 
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Another interesting finding is the influence of adult females (ADULTFEM) on girls' 

work in Pandaçan and Paco. A ten per cent increase in this variable causes a 14 per cent 

decrease in girls' working hours, suggesting that labour substitution takes place. 

Interestingly, a reverse effect is found for girls in Biflan, where an increase in the 

variable adult males (ADULTMAL) causes an increase in the number of economic 

working hours for girls in that area. The reason for the increase among girls is not clear. 

In terms of repeating grades (C1REPEAT), the variable is significant for boys in 

Pandaçan and Paco, and indicates that repeating a grade is associated with a six per cent 

increase in (economic) working hours for this group. 

The main finding from this model is the negative effect of school on number of 

economic hours worked. This variable affects all four groups and has for boys in Biflan 

a substantial effect. Two other important findings are the apparent presence of a 

substitution effect between adult females and girls' economic working hours in 

Pandaçan and Paco, and the increase in boys' working hours in Bifian associated with 

an increase in household income. The weak influence of loans on working hours for 

boys in Biflan, less than one per cent, is also worth noting. 

The absence of a significant effect from a number of variables is interesting, particularly 

since several of them are identified in the previous model (Table 9.1) as having a 

significant influence on children's involvement in work. This in particular concerns 

female operated MSEs and, for Pandaçan and Paco, the absence of effect of 

microfinance loans and defaults. However, while some of these findings may appear to 

contradict earlier results, the story becomes clearer when looking at total (economic and 

non-economic) working hours. 
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Table 9.3 	Number of hours Children Work297,298  (Economic and Non-economic) 

(By Area and Gender) 

Pandaçan and Paco Biran 

Male Female Male Female 

MICFIN -0.02316 -0.1554*** -0.1220*** -0.08643* 
(0.03737) (0.04467) (0.04585) (0.04653) 

LSIZENGO -0.00002* -0.00001 -0.00003*** -0.00002* 
(0.000011) X0.000013) (0.000011) (0.000011) 

LSIZEOTH -0.00002** -0.00001 -0 00001 0.00004** 
_(0.000011) (0.000013) (0.000016) (0.000017) 

LOANDEFA 0.1069 0.1856** 0.09440 0.04340 
(0.06846) (0.08258) (0.09137) (0.08145) 

YOUNCHIL 0.02884 0.03205 0.007644 0.03269 
(0.01885) (0.02317) (0.02419) (0.02488) 

ADULTFEM -0.04597 -0.02682 -0.00874 -0.00290 
(0.02830) (0.03248) (0.03955) (0.03917) 

ADULTMAL 0.03731 -0.02260 0.001903 0.02620 
(0.02679) (0.02800) (0.03259) (0.02957) 

BUSSMX -0.1202* -0.1483* 0.02816 0.02348 
(0.06557) (0.08805) (0.03647) (0.03756) 

BUSSFX 0.1105*** 0.1825*** 0.1286*** 0.09380* 
(0.04045) (0.04493) (0.04723) (0.04959) 

FEMEDU -0.02503 -0.02820 0.007471 -0.00240 
(0.01835) (0.01845) (0.01439) ' (0.01458) 

MALEDU 0.005625 -0.00081 0.009167 -0.02037** 
(0.006818) (0.008146) (0.01053) (0.009841) 

INCOMX -0.03979** -0.04450** -0.00630 0.01908 
(0.01599) (0.01840) (0.01803) (0.01594) 

CIAGE 	(5-9) 

(10 -12) 0.1625*** 0.2266*** 0.1648*** 0.1794*** 
(0.03406) (0.03841) (0.3677) (0.03456) 

(13 -14) 0.2331*** 0.3545*** 0.2959*** 0.2257*** 
(0.04278) (0.04327) (0.04605) (0.03753) 

(15 -17) 0.2385*** 0.3536*** 0.3762*** 0.3070*** 
(0.04734) (0.4816) (0.04453) (0.03830) 

C1 RELATX 0.04045 0.01026 -0.03088 0.1837 
(0.05750) (0.07334) (0.09194) (0.1225) 

CISSCHO -0.3014*** -0.2680*** -0.2716*** -0.1936*** 
(0.04970) (0.06173) (0.04263) (0.04598) 

CISCHOLA -0.04475 -0.09321** -0.01427 0.04658 
(0.05266) (0.04491) (0.06358) (0.04752) 

C 1 REPEAT 0.06784 0.08244* 0.01023 0.006629 
(0.04412) (0.04857) (0.03441) (0.03506) 

Constant 1.5613*** 1.6374*** 1.2008*** 1.2830*** 
(0.1365) (0.1457) (0.1046) (0.09782) 

N 373 351 345 346 
DF 154 135 115 115  

* Significant at 10%; ** Signif cant at 5%; *** Significant at 1%; (Data set: Child04)299 . 

Dependent variable: (C1LOGTOT) Log of Total Working Hours (Economic and Non-economic). 

(Numbers in brackets are standard error). 

297  Test of fit are provided in Appendix 16 (Model 3). 
298  Data variables are explained in Appendix 14. 
299  While the whole data set is used (N=1717), because I take the log of number of working hours, the 
non-working children (total hours=0) are excluded from the model. 
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9.2.2 Number of Hours Children Work — Economic and Non-economic 

The model shown in Table 9.3 is similar to Table 9.2, a linear regression semi-log 

model where the logarithm is taken of the dependent variable. However, in Table 9.3 

the dependent variable is the total number of hours, including both economic and non-

economic work hours. The advantage of including household work hours, which are 

frequently ignored in child labour research, is that their inclusion permits a more 

detailed analysis of the actual factors that affect working hours, including labour 

substitution. On the other hand, this approach puts the two types of work on par, as 

discussed in Chapter 2. 

Microfinance participation (MICFIN) has a similar effect to that in the model presented 

in Chapter 9.2.1. The variable causes a significant decrease in number of total working 

hours for all groups except boys in Pandaçan and Paco (Table 9.3). With the inclusion 

of non-economic working hours the variable becomes highly significant for girls in 

Pandaçan and Paco, but interestingly remains insignificant for boys in that area. 

The microfinance loan variable (LSIZENGO) has a significant effect on boys in Bifian, 

where it causes a decrease in total working hours. The variable is also significant for 

boys in Pandaçan and Paco, as well as girls in Binan300  (for both at p=0.1). In both cases 

the number of total working hours appears to decrease with an increase in loan size. 

This finding appears to be consistent with the findings in Chapter 8.6 that loans may 

cause a decrease in total working hours. As in the previous model (Table 9.2) loans 

from other sources (LSIZEOTH) causes an increase in number of total working hours 

for girls in Binan. The cause of the increase for this group is not clear. For boys in 

Pandaçan and Paco the variable appears to cause a decrease in number of total working 

hours301  (Table 9.3). 

The variable loan default (LOANDEFA) appears to cause a significant increase in total 

working hours for girls in Pandaçan and Paco. For the other three groups, this variable 

300 Though the LSIZENGO variable becomes insignificant for boys in Pandaçan and Paco and girls in 
Binan when only including significant variables in the model (Table A.18.8). 
'01  Though the LSIZEOTH variable becomes insignificant for boys in Pandaçan and Paco when only 
including significant variables in the model (Table A.18.8). 
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has no significant effect on total working hours. It is interesting to note that this variable 

does not have a significant effect when only looking at economic working hours. Its 

significance for this group may imply that default causes an increase in total working 

hours because girls have to substitute for their mother's labour in the home. This is 

further discussed in Chapter 9.5. 

Another finding of particular interest is the female operated MSE variable (BUS SFX), 

which has a significant effect on all four groups302  (highly significant (at p=0.01), with 

the exception of girls in Binan). This is in contrast to the earlier findings (Table 9.2) 

where female operated MSEs do not have a significant influence on children's 

(economic) working hours. However, the effect of this model (Model Three) is 

consistent with the earlier findings in Chapter 8 that the presence of a household MSE 

appears to cause an increase in total working hours. However, as with the effect of 

female operated MSEs on children's involvement in work (Table 9.1), it is interesting to 

note that it is the female operated MSE which appears to cause the increase in 

involvement in work as well as the increase in total working hours, whereas male 

operated MSEs do not appear to have a significant effect. It is also worth noting that the 

significant effect arises when looking at total working hours but not when analysing 

only economic hours (Table 9.2). This may suggest that the main effect of a female 

operated MSE arise from an increase in non-economic working hours rather than from a 

rise in economic hours. Male operated MSEs (BUSSMX) also affect non-economic 

working hours. The variable appears to cause a decrease in number of total working 

hours for children in Pandaçan and Paco3o3  

The education level of the parents has weak effects. Female education (FEMEDU) 

appears to have an insignificant influence on all four groups304  Likewise for male 

education (MALEDU) which is also insignificant except for girls in Bifan where it 

causes a decrease in number of total working hours. The suggested insignificant (or 

302 For girls in Binan the BUSSFX variable becomes insignificant when only including significant 
variables in the model (Table A.18.8). 
303  Though the BUSSMX variable becomes insignificant when only including significant variables in the 
model (Table A.18.8). 
304 Though the FEMEDU variable becomes significant for both boys and girls in Pandaçan and Paco 
when only including significant variables in the model (at p=0.05) (Table A.18.8). 
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weak) effect of parents' education on children's working hours is further discussed in 

Chapter 9.2.3. 

Age (C1AGE) is a strong determinant of children's total working hours. This variable is 

highly significant (p=0.01) for all four groups for three age groups. It is clear that age is 

a key factor which contributes to the total working hours for all four groups. Likewise, 

attending school (C1SSCHO) also causes a highly significant (p=0.01) decrease in 

number of total working hours for all four groups. This is consistent with the earlier 

findings both in Table 9.2 as well as in Chapter 8. However, interestingly, while 

scholarships (Cl SCHOLA) appear to fail to significantly affect involvement in work or 

economic working hours, the variable may contribute to a significant decrease of total 

working hours of girls in Pandaçan and Paco. Even so, the variable continues to be 

insignificant for the remaining three groups. The variable repeating grades 

(C1REPEAT) only significantly affects girls in Pandaçan and Paco3o5  

The variables for other adults present (ADULTFEM) and (ADULTMAL) as well as the 

presence of young children (YOUNCHIL) are all insignificant for all four groups. 

Furthermore, not being the son or daughter of the heads of household (ClRELATX) 

does not have any significant effect on total working hours for any of the four groups 

either. The insignificance of these variables is surprising: the presence of younger 

siblings is put forward in other research as being a contributor to particularly girls' 

working hours. Also the insignificance of not being the son or daughter of the heads of 

household, is also noteworthy as this group is generally expected to be more involved in 

work (economic and/or non-economic). The effect may however also be influenced by 

the relatively low number of observations. 

To understand the effect of the different variables, the same approach as for the two 

preceding models is used — to calculate the effect of a change in the mean of each 

significant independent variable on the dependent variable. This thereby provides an 

indication of the relative importance of this variable in affecting the dependent 

sos Though the C1REPEAT variable becomes insignificant for when only including significant variables 
in the model (Table A.18.8). 
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variable306. Using this method, an interesting result arises for the microfinance variable 

(MICFIN). Microfinance lowers the number of (total) working hours for all four groups, 

except boys in Pandaçan and Paco. However, the effect on the number of hours is much 

lower than is suggested when only looking at economic working hours. In this model 

the variable causes a decrease in total working hours of 16 per cent (for girls in Binan), 

21 per cent (for boys in Bifian) and 28 per cent for girls in Pandaçan and Paco. This is 

substantially lower than the effect on economic working hours, suggested from the 

model in Table 9.2 which ranged from 23 to 79 per cent. 

As with the influence of loans on economic working hours, the effect of the 

microfinance loan variable (LSIZENGO) on total working hours on boys in Binan is 

weak. A ten per cent increase in loan size only causes a 0.58 per cent decrease in total 

working hours. Likewise, the effect of loans from other sources (LSIZEOTH) is also 

weak: a ten per cent increase in loan size causes a 0.11 per cent increase in working 

hours for girls in Binan. However, here the loan causes an (weak) increase in total 

working hours, unlike the microfinance loans which appear do decrease the total 

working hours. 

While the default variable (LOANDEFA) does not appear to have any effect on 

economic working hours, it does cause a three per cent increase in total working hours 

for girls in Pandaçan and Paco. This suggests that rather than causing girls (in that area) 

to increase their involvement in work, default may rather result in increased non-

economic work. 

While the presence of a female operated MSE (BUSSFX) does not significantly affect 

the number of economic working hours (Table 9.2), this changes when including non-

economic hours. The variable causes an increase in total working hours of eight to 15 

per cent for boys and girls respectively in Pandaçan and Paco, and 20 per cent for boys 

in Binan. This appear to support the suggestion made above that female operated MSEs 

may have relatively less effect on the economic working hours, but rather cause an 

increase in total working hours (including non-economic hours). 

3°6 See also Appendix 20. 
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The effect of a change in income is also worth noting. The income variable (INCOMX) 

contributes a two to three per cent decrease in working hours for boys and girls 

respectively for a ten per cent increase. Interestingly, the variable has no significant 

effect on children in Binan, regardless of its effect on boys' economic working hours in 

Model Two. Concerning parents' education: in Pandaçan and Paco, an increase in 

female education (FEMEDU) lowers children's working hours by about four per cent, 

whereas the variable has no effect on children in Binan. On the other hand, an increase 

in male education (MALEDU) lowers girl's total working hours in Binan about two per 

cent. 

School (ClSSCHO) continues to have a substantial effect and decreases total working 

hours for all four groups. For children in Binan the variable decreases the total working 

hours by 46 to 58 per cent (for girls and boys respectively), and in Pandaçan and Paco, 

the effect is a 74 to 83 per cent decrease (for girls and boys respectively). While the 

scholarship variable (Cl SCHOLA) is significant for girls in Pandaçan and Paco, the 

effect on number of total working hours appears minimal: it only decreases their total 

working hours by 0.28 per cent. 

The main findings of this model are that microfinance contributes to a decrease in total 

working hours (Table 9.3), but the decrease is weaker than the suggested effect on 

economic working hours (Table 9.2). There are also indications that female operated 

MSEs cause a significant increase in number of total working hours for three of the four 

groups. The influence of loans (microfinance) variable is weak and only affects boys in 

Binan. Household income has a small direct effect and contributes to lowering the total 

number of working hours, but only for children in Pandaçan and Paco. As expected, 

attending school causes a significant decrease in number of total working hours for all 

four groups. The scholarship variable also contributes to a (weak) lowering of the 

number of total working hours for girls in Pandaçan and Paco. 

9.2.3 Summary 

The differences between the models in Chapter 9.2.1 and Chapter 9.2.2 raise a couple of 

interesting points. Firstly, it clearly underlines the importance of including non- 
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economic work hours in the assessment of effect of approaches such as microfinance 

and MSE promotion. If only looking at economic hours the influence of microfinance 

would be exaggerated, both through the microfinance variable itself, but also as the 

actual effect on children's work from female operated MSEs would be severely 

underestimated. 

Another interesting finding is that the negative effect of the school variable (C1SSCIIO) 

on working hours for boys in Biflan is substantially lowered when looking at total 

working hours. Also while the attending school variable only has limited effect on 

(economic) working hours for girls in Biflan, it appears that the variable has a greater 

(about three times) negative effect on total working hours. This means that attending 

school only slightly affects the number of economic hours girls in that area work, but 

rather lowers the amount of non-economic work they perform. It is also clear that 

scholarships do not affect the number of economic work hours, and appear to have a 

limited influence on total working hours (for girls in Pandaçan and Paco). 

Another finding suggested from the difference between the models in Chapter 9.2.1 and 

Chapter 9.2.2 is the indication of a labour substitution between girls and the female 

heads (mothers). While the variable female operate MSEs (BUSSFX), has no significant 

effect on children's economic working hours for any of the four groups, the variable 

becomes significant for three of the four groups when including non-economic hours. 

This suggests that the effect of this variable on children's work is mainly through an 

increase in total working hours and to a much lesser extent in economic hours. 

There is a range of variables, the significance of which differs between the two models: 

they have a significant effect on either economic working hours or total working hours 

but not the other. Two of these are parents' education. While parent's education has an 

insignificant influence on children's economic working hours, it appears that female 

education causes a decrease in total working hours for children in Pandaçan and Paco, 

whereas male education contributes a lower number of economic working hours for 

boys only in that area. Male education also has a small effect on girls' total working 

hours in Biflan, whereas there is no effect of female education. 
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The presence of adult females in Pandaçan and Paco may lower the economic work 

hours of girls in that area. However, the effect disappears when looking at total working 

hours, suggesting that these girls may instead compensate by taking on additional 

housekeeping (non-economic) work. The presence of adult males (not father) in Binan 

contributes with a minor increase in economic working hours for girls in that area. 

However, the total number of working hours does not increase. 

The first part of this chapter has reviewed the effect of different variables on 

involvement in (economic) work and number of economic and total working hours. A 

number of variables have been found to increase children's involvement in work, but 

the effect of these same variables on attending school have not been reviewed. 

9.3 Children's Participation in Education. 

Using the same approach as in the preceding sections, it is possible to identify the 

variable's effect on children's school enrolment. This allows me to identify any 

influence, positive or negative, of microfinance and household MSEs on children's 

involvement in education. 

While microfinance participation (MICFIN) appears to have a negative effect on 

children's involvement in work and the number of working hours, the variable also 

appears to facilitate children's participation in education. Microfinance may be 

associated with a significant increase in children's school enrolment, with the exception 

of boys in Pandaçan and Paco. 

Neither of the two loan variables, (LSIZENGO) and (LSIZEOTH), has any significant 

effect on school enrolment. This appears to contradict some of the statements from the 

participants which suggested that loans increased school participation. However, this 

may be a result of loans causing children to miss fewer days, but not being a sufficient 

factor to actually contribute to children (re)enrolling in school. Furthermore, defaulting 

on loans (LOANDEFA) does not appear to significantly affect school enrolment for any 

of the four groups. While some households indicate that defaulting may cause them to 

take children out of school, it does not appear to be a significant effect. 
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Table 9.4 	Children in School or Not307'30K  (By Area and Gender) 

Pandaçanand Paco Binan 

Male Female Male Female 
MICFIN 0.1685 1.830** 1.5535*** 1.0890** 

(0.4713) (0.5512) (0.3650) (0.4336) 
LSIZENGO 0.000028 -0.00012 -0.00014 0.000065 

(0.000241) (0.000189) (0.000096) (0.000136) 
LSIZEOTH 0.000139 -0.00007 0.000188 -0.00005 

(0.000275) (0.000174) (0.000151) (0.000157) 
LOANDEFA -1.1066 -0 6042 0.3108 0.02070 

(1.11339) (1.1143) (0.8989) (0,9990) 
YOUNCHIL -0.7618*** -0.5343* -0.2164 -0.2907 

(0.2147) (0.2767) (0.1990) (0.2390) 
ADULTFEM 0.3929 0.1961 -0.09564 0.4402 

(0.3891) (0.4474) (0.3311) (0.4396) 
ADULTMAL 0.4837 -0.4795 0.2075 0.2274 

(0.4170) (0.3227) (0.2990) (0.3209) 
BUSSMX -0.7525 -1.8617** 0.09197 -0.5284 

(0.8922) (0.9110) (0.3166) (0.3820) 
BUSSFX 1.5518** 0.3846 1 2124*** 0.1700 

(0.6232) (0.5935) (0.3716) (0.4415) 
FEMEDU 0.3285 0.1157 0.3226** 0.2882** 

(0.2410) (0.2154) (0.1264) (0.1387) 
MALEDU 0 08172 0.001267 -0.00617 0.04978 

(0.09099) (0.1029) (0.09254) (0.09621) 
INCOMX 0.00617 0.07850 0.1892 0.07822 

(0.2433) (0.2435) (0.1884) (0.1759) 
CIAGE 	(5-9) 

(10 -12) 1.8042** 1.8007*** 1.9642*** 1.3917** 
(0.7366) (0.6801) (0.5250) (0.5853) 

(13 -14) -0.2270 2.3511** 0.6633 0.2931 
(0.6435) (1.0131) (0.5236) (0.5174) 

(15 -17) -1.9945*** -0.9188 -0.8778* -0.3694 
(0.6374) (0.6803) (0.4840) (0.5239) 

C1RELATX 0.2974 -0.3811 -0.7833 -2.4983*** 
(0.8643) (0.8656) (0.9129) (0.9443) 

C1WHOUXX -0.04576*** -0.04315*** -0.05789*** -0.02550** 
(0.01108) (0.01280) (0.01164) (0.01153) 

CIHWHRXX 0.03715 0.07786** 0.03938** 0.008061 
(0.02882) (0.03629) (0.01635) (0.01575) 

C1 REPEAT 0.1214 0.2863 1.6012*** 0.6254 
(0.5444) (0.6552) (0.4143) (0.4860) 

Constant -0.09399 0.7400 -3.1000 -0.6795 
(1.7889) (1.6255) (0.8891) (0.9328) 

N 399 383 429 400 
DF 172 155 168 146 

* Significant at 10%; ** Significant at 5%; *** Significant at 1%; (Data set: Child04). 

Dependent variable: (CISSCHO) Child Attending School or not. 

(Numbers in brackets are standard error). 

307  Test of fit are provided in Appendix 16 (Model 4). 
308 Data variables are explained in Appendix 14. 
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While female operated MSEs (BUSSFX) have a strong effect on both children's 

involvement in work and the total number of work hours, they also appear have a highly 

significant effect on boys' school enrolment. This strong positive effect for boys suggest 

the importance of a household MSE in facilitating parents keeping children in school, 

an effect which may extend beyond simply improving the household's cash flow and 

enabling them to pay the daily school allowances. This suggests that though there are 

negative consequences from household involvement in female operated MSEs these 

nevertheless may contribute to keeping children (boys) in school. Surprisingly, male 

operated MSEs (BUSSMX) do not contribute to school enrolment, though they may 

have a negative effect among girls in Pandaçan and Paco
3o9  

Female education (FEMEDU) has a significant and positive effect on school enrolment 

for children in Binan. The effect of female education on school enrolment in Binan is of 

particular interest as this area has the lower average education level of the research 

areas. While female education in Pandaçan and Paco causes a decrease in total working 

hours, here it appears not to affect children's involvement in education. Male education 

(MALEDU) on the other hand is not significant for any of the four groups, and appears 

not to influence children's school enrolment. 

While the presence of young children has so far not appeared to influence any aspect of 

children's involvement in work, this model suggests that the variable young children 

(YOUNCHIL) has a negative influence on the school attendance of children in 

Pandâçan and Paco. There is no effect of this variable on children in Binan. Concerning 

the presence of other adults in the household, neither other adult females (ADULTFEM) 

nor adult males (ADULTMAL) have any significant effect on the school enrolment of 

any of the four groups. Another finding is the negative and highly significant effect 

(p=0.01) of not being the daughter of the head of household (C1RELATX) for girls in 

Milan. This result indicates that this group is less likely to attend school than daughters 

of heads of household. 

309 However, the effect of BUSSMX disappears when only including significant variables, and it becomes 
insignificant at p=0.1076. 
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While the variable age (C1 AGE) is a significant determinant of child labour for most 

groups in the three preceding models, its role has here changed. While the variable 

makes a highly significant contribution to children (10 to 12 years old) attending school, 

it changes sign for the (15 to 17 years old) group and causes a significant decrease in 

school enrolment for boys in both areas. However, given the earlier discussion on 

education and the age groups of students, these findings are not unexpected (see Chapter 

8.2). 

Another expected outcome concerns the effect of involvement in economic work. This 

variable (C1WHOUXX) has a negative influence on school attendance, in accordance 

with the findings in Chapter 8. However, household (non-economic) work 

(CIHWIIRXX) also appears to be related to attending school (for boys in Binan and 

girls in Pandaçan and Paco). 

Assessing the relative effect of the significant variables using the same approach as for 

the preceding models310, the actual effect of microfinance (MICFIN) becomes apparent. 

This variable contributes a 12 to 15 per cent increase in the probability that a child 

attends school (for three of the four groups). Female operated businesses (BUSSFX) 

increase the chance of boys (in both areas) being in school by six and 13 per cent for 

Pandaçan and Paco and Bilan, respectively. 

As could be expected, there is a negative influence of economic working hours on 

school enrolment (ClWHOUXX). However, for each ten per cent increase in working 

hours, the decrease in likelihood of school enrolment is less than one per cent for any of 

the four groups (lowest for girls in Bifian, at 0.33 per cent and highest for boys in the 

same area at 0.85 per cent. For Pandaçan and Paco, the effect is 0.54 and 0.6 per cent 

for girls and boys respectively). This implies that though the children may be working, 

the number of hours has a relatively weak effect on their enrolment in school. 

Housekeeping work appears to have an opposite effect for boys in Binan and girls in 

Pandaçan and Paco, though, as discussed, this may be a result of some school going 

310  See Appendix 20. 
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children not working (economic) but instead putting in extra hours in non-economic 

work. 

While the presence of young children has had no effect on involvement in work or 

number of hours, this variable has a small influence on children in Pandaçan and Paco. 

A ten per cent increase in number of small siblings cause a 0.32 to 0.52 per cent 

decrease in school enrolment for girls and boys respectively. The relative effect is 

greater for boys than for girls. Traditionally, younger siblings are expected to mainly 

affect girls' because of their greater involvement in household work than boys. Also 

while the variable, not related (C1RELATX) is highly significant and the coefficient 

large (Table 9.4), the actual effect of this variable is negligible. Not being related only 

causes a 0.77 per cent increase in the chance of not going to school for girls in Biflan. 

The effect of female education (FEMEDU) is also evident here. An increase in women's 

education causes an about two per cent increase in children's participation in education 

in Biflan. The effect is almost identical for the two genders (2.40 and 2.46 for girls and 

boys respectively), suggesting that girls to not appear to stand to benefit extra relatively 

to boys from an increase in mother's education. 

The main finding of interest here is the apparent positive effect of microfinance 

participation (on three of the four groups) and female operated MSEs on boys' school 

enrolment, as well as the absence of any significant influence on girls from this variable. 

Loans on their own do not significantly contribute to school enrolment. Nor does loan 

default appear to have any significant effect. 

9.4 Summary on Regression Models 

The four models presented in the first part of this chapter reveal significant differences 

between the two areas. They also show that the inclusion of non-economic working 

hours cause a substantial change in the values and significance of some of the variables 

in Model Two and Model Three (Chapter 9.2.1 and 9.2.2). 
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One of the main concerns in that regard is the inclusion of non-significant variables and 

their potential, through multicollinearity, to affect other variables. The insignificant 

variables are included because they have been put forward in other research as being of 

importance, and keeping them in the models facilitates their introduction into the 

discussion, and allows for direct comparisons with significant variables. As previously 

mentioned, the four models are also provided in Appendix 18 with only significant 

variables included. In any event, the main results of the models are not affected by the 

inclusion of insignificant variables. None of the coefficients change sign and changes in 

the magnitude of coefficients are small. Particularly for Model One and Model Four, the 

changes are absolutely minor. For the Models Two and Model Three there are some 

effects on the models, as indicated in footnotes. However, these changes are almost 

exclusively a change of significance at p=0.1: significance levels fluctuate above or 

below this threshold depending on the omission or inclusion of insignificant variables. 

The differences identified between the two areas persist whether or not the models 

include insignificant variables. Also, the main results of including non-economic 

working hours in Model Three and the differences which thereby appear between that 

model and Model Two are not affected by either by the inclusion or exclusion of 

insignificant variables (Tables A.18.4;A.18.8). 

Having established the significance and effect of a range of different variables, and in 

particular how variables affect different groups differently, it is apparent that some of 

these findings seem to support some of the research discussed earlier, whereas other 

findings appear to contradict them. In the second part of this chapter the findings of this 

research will be discussed in relation to existing research in the field. 

9.5 Child Labour and Microfinance: A Discussion 

Household poverty is a significant factor in children becoming child labourers. 

However, within this framework there are numerous different factors which may affect 

the role of the child in the household and the contribution which he or she makes 

through work, whether economic or not. These factors, such as the differences between 

households in income, type of MSE and the gender of the individual child, can possibly 

affect the potential effect of microfinance and influence its ability to alleviate child 
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labour. The rest of this chapter reviews the findings from Chapter 9.1 to Chapter 9.4 and 

compare them with other research. As income is identified as a main factor, the analysis 

starts with this variable. However, it is also clear that income alone does not present the 

full picture. As a result, other key factors such as microfinance and MSEs; education 

and scholarships and household composition are discussed in the light of theories on the 

household. 

The main cause of children working is generally the need to generate an income, either 

directly or through labour input into household MSEs. In these areas, children's cash 

contributions are estimated to constitute an average of 14 per cent of household 

income311. This contribution (both financial and through labour) is substantial and in 

line with the finding of Marcus (1999:8) and Delap (2000b:669), and cannot be 

disregarded in the discussion of children's work. However, though income is considered 

an important determinant, its effect on children's involvement in work is weak. The 

variable only causes a small decrease for boys, and has no significant effect on girls in 

either area (Tables 9.1;A.20.1). While IPEC (2003:18) finds that in the Philippines 

higher household income levels are associated with an decrease in child labour, here it 

appears to affect only boys. The absence of a significant effect of income on girls' 

involvement in work is interesting. However, the reason for lack of effect on girls is not 

quite clear. It may be a result of women continuing to operate their sidelines regardless 

of household income because it is income they control, which would be likely to leave 

household demand for girls' labour unchanged. On the other hand, higher household 

income may result in less pressure on boys to generate an income from outside the 

home. 

Income does influence the actual number of hours children work. An increase in income 

seems to cause an increase in number of (economic) working hours for children (boys) 

in Biflan (Tables 9.2;A.20.2). This initially appears to contradict the findings of 

Bhalotra (1999:9) and Rosati and Rossi (2003:294), who suggest that an increase in 

income lowers the number of hours worked. However, the increase found here is likely 

311 This figure only includes cash contribution and not contributions generated through the children's 
labour in household MSE, nor does it include the amounts the children keep to themselves without 
informing the parents. 
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to be a result of children's role in household production and the effect of production 

level on household income. While increased production increases household income, it 

also increases the demand for children's labour, thereby creating an adverse effect. 

Among the other three groups of children, economic working hours do not appear 

significantly affected by increased income. 

When including non-economic working hours, the outcome for children in Pandaçan 

and Paco is more consistent with the findings of Bhalotra (1999), and Rosati and Rossi 

(2003): An increase in income contributes to a decrease in total working hours (Tables 

9.3;A.20.3). The decrease in working hours associated with an increase in income 

among children in Pandaçan and Paco suggests that though income may not 

significantly affect economic working hours, it does nevertheless contribute to a 

decrease in total working hours. This may indicate that in ternis of working hours 

children may be acting as labour substitutes for the mother, who in turn has to work less 

with increased income. The absence of effect on total working hours among boys in 

Biflan may indicate that there is a compensation, that their non-economic working hours 

are decreased as economic working hours increase. The absence of effect for girls (in 

Biflan) suggests that their contribution remains unchanged regardless of income levels. 

In other words, though Blunch and Verner (2000:16) among others find that child 

labour is linked to income, the relationship may also depend on children's role in 

generating that income. The demand for children's labour input in household 

(production) may be less affected by rising income than is the need to generate an 

income through odd jobs on the street. 

Findings from other research suggest that children take on an important role as income 

buffers, countering fluctuations. A range of researchers, such as Bequele and Boyden 

(1988:8), Grootaert and Kanbur (1995:12,14) and Anker and Melkas (1996), suggest 

that children's involvement in work is a rational behaviour for poor households as part 

of an income diversification strategy which lowers the effect of an income shock 

resulting from a failed harvest or the main income earners' job loss. From the 

discussions and interviews I conducted, it appears in general that children start to work 

(outside the home) because of general low income levels or needs in the household 
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MSE, rather than as the direct result of an external financial shock. However, once the 

children start working, they do take on the role as income buffer from whom additional 

contribution can be demanded in the case of financial difficulties312, a conclusion 

consistent with those of Grootaert (1998:11) and Beegle et al (2003:15). 

While the children may be required to work extra during a period of need, they are in 

most cases not expected to continue to work as much after a crisis has passed. Instead 

they can return to the pre-crisis levels. However, that being said, there are a range of 

circumstances which may contribute to the children continuing working the extra hours. 

Such circumstances include the inability to re-enrol in school or the prestige of working 

and earning money313. The suggestion that children keep working after the crisis has 

passed is also made by Grootaert and Kanbur (1995b:15); children do not appear to stop 

working during periods when their income is not essential to household survival. 

The need for children to generate an income or contribute with labour, and the 

significance of this contribution for household income, present the core issue which 

microfinance needs to address in order to alleviate child labour effectively. While the 

link between household income and child labour has been shown by a number of 

researchers, including Blunch and Verner (2000), Bhalotra (1999) and Rosati and Rossi 

(2003), the evidence from my research suggests that increased income alone may not be 

sufficient to eliminate child labour, though it may contribute to alleviate it. In addition, 

children's involvement may further be exacerbated or diminished depending on specific 

household circumstances such as the nature of the MSE as well as the individual child's 

gender. This presents a complex situation, in which microfinance may only be able to 

affect some of the important factors. In the sections below, the effect of microfinance on 

the key issues identified in this thesis is analysed and compared with the findings of 

other research. 

9.5.1 Microfinance and Household MSEs 

The key feature of microfinance in addressing child labour is that it is a tool that allows 

the poor to engage in income generating activities (MSEs) by overcoming the credit 

312  GGD:3,5,6,7,8,9; FGD:14,17,22,23,25,26. 
313 Chapter 8.2.1. 
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constraint. As also suggested by Hulme and Mosley (1996:108) and Pitt and Khandker 

(1994:4), credit or savings on their own do not contribute to a higher income. It is 

through the MSE that sustainable effects may take place. 

A main point about microfinance concerns those who are not participating. The 

evidence indicates that not all households with working children stand to participate in 

microfinance programmes314. This result is supported by the research of, among others, 

Eversole (2000), Coleman (2002), Nieto (2002) and Zaman (1998), who all find that 

microfinance has difficulties reaching the poorest households. An interesting aspect of 

this evidence is the identification of one of the apparent causes of non-participation: the 

membership of informal financial networks is considered by the poorest households to 

be more important than microfinance membership315.  There are also indications that 

potential members are directly or indirectly excluded by their lack of knowledge of the 

programmes. As a result, the poorest households frequently find themselves outside 

microfinance programmes and may receive few direct benefits from income generating 

credit initiatives, a suggestion also put forward by Hulme and Mosley (1996:113). 

The exclusion of the poorest from microfinance programs may also be a contributing 

factor to the apparent effect of microfinance participation (MICFIN) on child labour. 

Microfinance participation appears to be associated with fewer working hours. 

However, given the evidence about the importance of children's contribution to the 

household, financially or through labour input, it is uncertain if this effect arises solely 

from microfinance participation (savings). Rather, it is possible that the effects of 

microfinance participation (savings) may originate, at least in part, from the fact that it 

is the relatively better off households which participate in the programs, and those are 

households in which children's work is of relatively less importance. 

While microfinance participation appears to cause a large decrease in economic 

working hours for children in Binan (for girls there almost a 79 per cent decrease), and 

girls in Pandaçan and Paco (Tables 9.2;A.20.2), this effect is diminished when including 

total working hours (Tables 9.3;A.20.3). For boys in Binan, the effect is more than 

314 Table 7.17. in Chapter 7.3.6. 
315 See Chapter 7.3.2. 

274 



halved, whereas for girls it decreases by about 80 per cent. Girls in Pandaçan and Paco 

on the other hand experience a further decrease in total working hours. This suggests 

that though microfinance may lower the economic working hours, at least in Binan this 

effect is in part compensated by an increase in non-economic working hours316.  

Another issue is microfinance's ability to lower participating households' vulnerability 

by providing them with savings facilities, which are easier to access and have fewer 

associated costs than the current approach of investing in electrical appliances, an issue 

also mentioned by the ADB (2000a). The savings facility may help relieve the 

households from having to borrow at 20 per cent interest per day or week to pay bills or 

to cover other minor expenditure. However, I find indications that the vulnerable 

households have very low savings capacity and are frequently forced to withdraw their 

savings because of unforeseen expenses or decreases in income317. This therefore limits 

their ability to build up a buffer sufficiently large to substantially lower the households' 

vulnerability. There is also is the question of the extent to which savings by themselves 

can replace the households' reliance on child labour in the case of a crisis. Beegle et al 

(2003:20) find that saleable assets help to protect children against having to work in the 

case of negative income shocks. However, this evidence indicates that given the role of 

children in generating an income, it may be that assets are more likely to facilitate 

children staying in school rather than preventing them from working — as in Binan, 

given the importance of children's labour in the household MSEs there. That being said, 

there is also some anecdotal evidence which suggests that households do not appear to 

exhaust their assets to keep children in school. Some households with full-time working 

children, particularly in Binan, have items of value present318. However, it is not clear 

whether these items are acquired before or after the children started to work. 

Loans (LSIZENGO) constitute the main poverty alleviation component of 

microfinance. However, the effect of the variable on children's involvement in work is 

316 It can not be ruled out that the aggressive awareness raising campaign in Binan has some influence on 

the result, with parents possibly underreporting economic working hours and instead reporting a higher 
than actual number of non-economic working hours (see Chapter 6.4.4 and Appendix 15). 
31' Chapter 7.3.3. 
318 For young children (14 years and younger) not in school the difference in presence of other items of 
value in Binan between the children who work and those who do not is significant at p=0.1 (Chi-square: 
2.989, p=0.084, df:1). For Pandaçan and Paco the difference is not significant. 
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only significant for children in Pandaçan and Paco (Tables 9.1;A.20.1). There the effect 

of a loan corresponds with what would be expected from a successful intervention: 

loans reduce children's involvement in work, and the effect increases with the size of 

the loan. There is also a weak effect by non-microfinance loans on boys' involvement in 

work in that area. However, the loans fail to significantly affect the number of work 

hours of children in Pandaçan and Paco (Tables 9.2, 9.3, A.20.2, and A.20.3). In that 

area neither the children's economic working hours nor total working hours are affected 

by loans. In Binan, the picture is reversed. Microfinance loans do not affect children's 

involvement in work (Tables 9.1;A.20.1). However, for boys loans appear to decrease 

both total working hours and economic working hours. The size of the effect suggest 

that it mainly influences economic working hours, as the decrease in these is 80 per cent 

greater than the decrease in total working hours (Tables 9.2, 9.3, A.20.2, and A.20.3). 

There is a peculiar effect of non-microfinance loans (LSIZEOTII) on girls' working 

hours in Binan. These loans appear to decrease (slightly) the number of economic hours 

and yet cause a small increase in the total hours. The cause of this is not clear. The 

variable is not significant for any of the other three groups. 

The effect (or lack of it) of microfinance loans most probably depends on the type of 

MSE in which the household is involved (and in which the loan is invested). The effect 

of a loan will therefore be discussed in more detail in relation to the effect of household 

MSEs (see below). However, there is another issue which is not captured by the 

regression analysis. This is the ability of the loans to enable women to start up MSEs 

that they would otherwise have been unable to engage in. This suggests that at least part 

of the effect of loans may rather be found in the household MSEs variable as this where 

the loans (or part of them) are invested. The relatively weak effect of loans may be 

further exaggerated by the fact that the loan variable does not distinguish between loans 

used for expansion or start-up of MSEs. 

When vulnerable households borrow, they risk default. There is debate as to these 

households' ability to repay (instead defaulting) and in particular about the 

consequences of defaulting. A range of researchers including Hulme (2000a:27); Hulme 

and Mosley (1996:121); Montgomery (1996:297); Montgomery et al. (1996:154) and 
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Mayoux (2000:27), have documented the potential negative effect arising from default. 

However, some of the negative consequences of default which these researchers have 

documented arise from actions by fellow savings group members. I find that the direct 

consequences experienced by defaulters are limited. There are no reports or indications 

of direct actions by fellow savings group members. This is most likely brought on by 

the non-enforcement of collective responsibility by the microfinance programs. Rather 

the principal consequence appears to be exclusion from informal networks — which may 

still be severe319. This may also help explain the relatively weak effect of default on 

children's involvement in work in Pandaçan and Paco (Tables 9.1; A.20.1). In that area 

defaulting increases the prospect of children working by 2.5 to 3.6 per cent for boys and 

girls respectively. However, default has no significant effect on economic working 

hours for either boys or girls (Table 9.2). Default does increase the total working hours 

of girls in Pandaçan and Paco by about 3.4 per cent, a relatively limited effect (Tables 

9.3; A.20.3). Default appears not to have effect on any aspect of children's work in 

Biiian. This is most likely related to indications that it appears to be the better off 

households in that area which default32Ó. The evidence suggests that among children in 

Pandaçan and Paco, default causes an (small) increase in involvement in work and for 

girls also an (small) increase in total working hours. The cause of the increase in work 

associated with default is probably a consequence of defaults often being associated 

with business closure. There is an apparent contradiction that the presence of a MSE 

causes an increase in child labour, while at the same time default (and business failure) 

also causes an increase in child labour, rather than a decrease. The cause of this could be 

that business failure may possibly increase pressure on children to bring home money, 

especially if the household is trying to repay the debt, thereby causing an increase in 

involvement in work. It is however interesting that default only affect girls' (total) 

working hours, most probably because of their role as labour substitutes for the female 

head of household. 

Microfinance appears to have some influence on children's involvement in work. 

However, the indications are that the main effect of microfinance on the household is 

likely to occur through the use of a loan for the establishment or expansion of a MSE, 

319  Chapter 7.3.5. 
320  Table 7.16 in Chapter 7.3.5. 
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which can address the root cause of children's involvement in work. That being said, 

the evidence suggests that the presence of a MSE in the household may have an adverse 

effect on child labour, depending on gender of the children and the operator of the MSE, 

as well as on the type of enterprise. This is further reviewed below. 

The effect of household MSEs appears to depend on the gender of the operator (Tables 

9.1 to 9.4). Male operated MSEs (BUSSMX) do not have any significant influence on 

children's involvement in work or number of working hours321 . In contrast, female 

operated MSEs (BUSSFX) appear to cause an increase in children's involvement in 

work (Tables 9.1;A.20.1). The presence of a female operated MSE has twice the effect 

on girls than on boys in Pandaçan and Paco, as measured by the percentage increase in 

involvement in work. In Binan the effect is 50 per cent higher for girls than boys 

(Tables 9.1;A.20.1). Female operated MSEs also appear to affect the total working 

hours of children (Tables 9.3;A.20.3); again, the effect of a female operated MSE is 

greater for girls than boys. For girls in Pandaçan and Paco the increase in total working 

hours of this variable is almost twice that of boys. However, that may also be affected 

by boys being more likely to already be working, and working outside the home, 

thereby being less affected than girls by a household MSE322. For boys in Binan the 

increase in total working hours is 20 per cent. The large increase for boys in Binan is 

interesting given the division of work in MSEs in Binan by gender, which suggests that 

boys are less likely to be affected by a female operated MSE323. However, it may be that 

the increase mainly affects younger boys. The variable is not significant for girls in that 

area, suggesting that it does not affect their total working hours324. 

The evidence indicates that female operated MSEs may cause an increase in children's 

(particularly girls') involvement in work as well as an increase in the total numbers of 

321 While the variable BUSSMX is significant at p=0.1 for girls' economic working hours in Binan, and 
likewise for total working hours for children in Pandaçan and Paco (Table 9.2; Table 9.3), the 
significance disappears when only including significant variables in the model, as shown in Appendix 20 
(Table A.20.2; Table A.20.3) and as indicated in footnotes in the first part of this chapter. I am therefore 
reluctant to conclude with certainty about the actual effect of this variable. 
322 Chapter 8.5. 
323 Chapter 8.3.3. 
324 The BUSSFX variable is significant in Model Three (Table 9.3) at p=0.1 for girls in Binan, but this 
significance disappears when only including significant variables in the model (A.20.3). As with the 
BUSSMX variable, I am therefore reluctant to conclude with certainty about the variable. 
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hours they work (except for girls in Binan). The lack of effect of male operated MSEs 

on child labour is interesting. The cause of this may be found in the fact that the few 

male-operated MSEs in Pandaçan and Paco tend to be larger than the female operated 

MSEs and so to rely less on children's labour. For Bilan the cause is less clear. There 

are two possible explanations. One is that children (boys) only work for the male head 

of household when they get older, and in the absence of a male operated MSE they 

work outside instead. The second possible explanation is labour substitution. Children 

(younger ones) substitute their mother's labour, but not their fathers until they are older. 

As a result, male operated MSEs do not affect children's total working hours with the 

possible exception of older boys. 

The effect of female operated MSEs on child labour clearly has implications. 

Microfinance is often targeted towards women to enable them to start or expand a MSE, 

yet its presence appears to cause an increase both in children's involvement in work and 

in the total number of hours they work. The increase in working hours may be linked to 

labour substitution as the effect appears in total work hours, with the exception of girls 

in Binan, suggesting that the children may take on additional household work as a result 

of the female head of household's involvement in the MSE. The research on this topic 

tends to focus on the effect on women's labour supply of microfinance participation, 

including that by Khandker (1998a:48,51), Kabeer (2001:71), Pitt and Khandker 

(1994:47,36) and Mayoux (1998:41), who all find that women are likely to face an 

increased workload as a result of microfinance loans. However, the findings here 

suggest that there also appears to be an effect on the labour supply of children. This 

corresponds to the findings of Delap (2000:733), who suggests that income generating 

activities may lead to an increase in non-economic work, due to the labour substitution 

between children (girls) and the mother. While Panjaitan-Drioadisuryo and Cloud 

(1999:776) find that it mainly affects girls' work burden, the indications here are that it 

may also extend to boys. 

The apparent effect of a (female operated) household MSE on children's involvement in 

work is problematic. The ILO (2004) suggests that creating or expanding a MSE or 

other income generating activity may initially lead to an increase in child labour, an 
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issue especially for MSEs operating with marginal net income. The ILO (2004:7) 

therefore sees the aim of MSE expansion to be to ensure an increase in household 

income sufficient to raise household income beyond the threshold where parents send 

their children to school. However, the ability to achieve this depends on the potential of 

the MSE in which the households engage, a potential which in most cases seems absent 

(or weak) given the frequent supply-push origin of the MSEs' creation. The types of 

MSEs in which the surveyed households engage are characterised by marginal net 

incomes and are frequently labour intensive. They are restricted in terms of their 

possibility of increasing productivity or expanding sales: the sidelines operate in sectors 

with intense competition and have a highly localised client base of a limited size; the 

footwear MSEs on the other hand are restricted by the institutional set-up of the 

sector325.  The potential of the MSEs is also affected by the aspirations of the operators. 

The view is generally that female operated MSEs, especially in Pandaçan and Paco, are 

only a secondary source of income, not intended to become the main source of 

income326.  Women's need to combine the MSE with domestic responsibilities also 

imposes limits on the potential, a finding in line with the ADB (1997:27) and Shaw 

(2004:1248). Furthermore, in the case of manufacturing MSEs, such as the footwear 

producers in Binan, the dependence on labour intensive production methods means both 

that the net income potential is limited and that it is very likely that children become 

involved in the production. 

The characteristics of the household MSEs help explain the effect of female operated 

MSEs on child labour and contribute to a better understanding of the apparent limited 

influence of microfinance loans. The evidence is that among female operated MSEs, in 

particular the trade based ones (sidelines), loans can facilitate an increase in the income 

from the MSE, but not to the extent that it becomes the main income source327. This 

finding corresponds with Panjaitan-Drioadisuryo and Cloud (1999:775) and 

Montgomery et al. (1996:135), who also find that loans increase income from the MSE 

in which they are invested but the MSE does not become the sole source of income328. 

325 See Chapter 7 as well as Appendix 22, 23, and 24. 
326 Unless forced to by circumstance, such as the loss of husband's job. 
327 Chapter 7.4. 
328 Osmani (1998:35) on the other hand finds that positive effects from loans (in terms of increasing 
income) only occur if the MSE constitutes the main source of income for the household. 
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In other words, female operated (trade based) MSEs contribute income, which can 

possibly increase with loans. However, these MSEs may also raise the demand for 

children's labour in the household, in part because of the role of the (younger) children 

as labour substitutes for the female head of household. The picture is different for 

footwear MSEs (in Binan). While loans may help the households during low season by 

permitting them either to continue to produce footwear (bargain shoes) or to start a 

sideline, the loans appear largely ineffective against child labour in labour intensive 

household production, mainly due to the structure of the sector and the unwillingness by 

operators to invest in machinery. The reluctance to invest loans in productivity 

enhancing equipment is a finding similar to that of Buckley (1997:1089), who suggests 

that few participants invest their loans in equipment or technology329.  Children's 

involvement in work in Biiian is further facilitated by the seasonality of the footwear 

sector where their labour complement that of the adults (during high season). As 

Mergos (1992:198) finds: in seasonal work children's labour complements rather than 

substitutes that of the adults. This further underlines the difficulty in alleviating child 

labour in production MSEs without productivity enhancing investments. These findings 

are in line with those of Indriyanto et al. (1996:41), that income generation programmes 

may not alter the nature of child labour. 

Another issue concerns children's role as labour substitutes, particularly for the female 

head of household (mother) in Pandaçan and Paco. While there are indications and 

anecdotal evidence to suggest that children (girls) may be transferred to work at the 

household MSE (mothers) it is not possible to verify the extent to which this takes 

place33o  Several households also express the wish to transfer boys' labour from the 

market to the home with the start-up of a MSE. However, whether this actually happens 

is unlikely given the gender division of work, which suggests that (older) boys in that 

area work outside the home rather than for the female head of household331  The factors 

outlined above suggest that the assumptions about the effect of MSE promotion through 

329 Though Montgomery et al. (1996:136) find that successive loans are used to buildup capital assets. 
339 This could constitute a potential benefit of microfinance. Children are more exposed to abuse when 
working outside the home such as in the market or on the street, than when working under a parent's 
supervision. However, this does not mean that working at home necessarily ensures a safe working 
environment. (See Appendix 26.) 
331 Chapter 8.3.3. 
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microfinance participation (that it will increase household income and lead to a decrease 

in child labour) may be under strain. 

Another key issue is the sustainability of the effects of investing microfinance loans in 

the household MSE. The evidence suggests that most types of household MSEs, 

especially the sidelines, are vulnerable to external shocks and general de-capitalisation 

due to the mixing of household finances with working capital. The effect of loans on 

household MSEs may therefore be short lived unless additional capital is provided to 

keep the MSE operational. The effect of loans is further undermined by the common 

practice of using part of the loan for non-productive purposes332.  This is also an issue 

raised by Sinha and Matin (1998:67), ADB (1997:4-7) and .Zonas and Alip (2003:90). 

Furthermore, in accord with the findings of Mosley and IIulme (1998:787), the 

tendency to use the loan for working capital and consumption, rather than fixed capital, 

does little to contribute to a long term sustainable increase in household income. The 

implications are that as long as the household MSEs remain small and vulnerable they 

are unlikely to graduate to a level where they provide a sustainable source of significant 

income to the household, and they are likely to continue to have to rely on children's 

labour. The reluctance to enter into alternative forms of MSEs with more growth 

potential may be exaggerated by the absence of training, which could have a positive 

effect both on growth and survival rates, as suggested by Mead and Liedholm 

(1998:68). In this regard it is also necessary to recall that children contribute an average 

of 14 per cent of household income333, which means that productivity (or income 

earning ability) has to be significantly increased if the MSEs are to provide a reasonable 

financial alternative. 

However, for sidelines and other trade related MSEs, microfinance does offer an 

alternative to the informal sources of finance that can undermine the profitability of the 

activity334  Microfinance loans can significantly improve the earning potential of these 

ventures. If the full loan is invested in a sideline such as food vending, the daily return 

332 Chapter 7.4.3. 
333 Cash contribution only, and excluding contributions made indirectly through labour input into 
household MSE. The findings of Mehrotra and Biggeri (2002) suggest that the labour contribution may 
constitute up to 20 per cent of household income. 
334 See the example in Appendix 23. 
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from this outlay may actually produce a return similar to that brought home by one or 

more children, but the limitations of the potential market mean that this may not 

happen335  As a result the long-term prospects of these ventures are limited and their 

ability to effectively contribute to an alleviation of child labour weak. 

This touches on the weaknesses of microfinance, or rather the vulnerability of the 

households which rely on child labour, and the MSEs in which they engage. The 

evidence echoes that of Evans et al (1999:427) and Montgomery et al. (1996:147), that 

there is a minimum level of resources which the household needs in order to benefit 

from microfinance. It is also clear that the presence of working children in the 

household does not in any way prevent the household from benefiting from 

microfinance and MSE promotion. However, in line with the findings of Marcus 

(1998:9), the actual financial effect may be too weak to have any significant influence 

on the households' reliance on child labour. 

The above indicates that female operated household MSEs contribute to an increase in 

children's involvement in work and the number of hours they work. This increase 

appears in particular to take place through children's role as labour substitutes for the 

female head of household. Female operated MSEs appear to result in a greater 

involvement in work and increase in working hours for girls than boys in the same area. 

The reliance on labour intensive production methods (in Bifian) also facilitates 

children's involvement in the household MSE. The importance of the labour of children 

(boys) in Bifian is suggested from the apparent link between household income and 

boys' economic working hours. However, alleviating children's role in the (footwear) 

production is complicated by the reluctance of the operators to invest in productivity 

enhancing measures. The effect of loans is further weakened by the tendency for only 

part of the loan to be used for productive purposes. This may also be a contributing 

factor to explain the relatively weak effect of loans on children's involvement in work. 

However, MSEs do have the potential to increase household income, but the challenge 

is to make it sustainable. Another possible benefit of household MSEs (in Pandaçan and 

Paco) is the transfer of children from working outside the household to instead working 

335 As outlined in Appendix 23, most sidelines have net incomes of 17 to 80 per cent with daily or weekly 
capitalisation of the working capital. 
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at home, though the extent to which this happens is not clear. An issue which has not 

been discussed in relation to household MSEs and microfinance (loans) is the effect of 

these factors on children's enrolment in school. This is analysed in Chapter 9.5.3. 

9.5.2 	School Enrolment 

School acts as a tool to lower the total working hours of children, as well as possibly to 

enhance children's future earnings prospects. Any effect (direct or indirect) of 

microfinance on children's ability to enrol or prevent them from leaving school before 

graduation is obviously of relevance. In that respect, the earlier discussion concerning 

the value of education should be recalled, including the apparent effect of education on 

children's future employment prospects as well as their own self-esteem336. 

Being enrolled in school (C1SCHO) does not in itself appear to significantly affect 

children's involvement in work (Table 9.1). However, there are indications that being 

enrolled in school decreases the number of hours children work. For children in 

Pandaçan and Paco, school enrolment contributes to a decrease in both economic and 

total working hours (Tables 9.2;9.3). In that area the decrease is approximately the same 

size for economic hours and total hours, suggesting that it affects both economic and 

total working hours to the same extent (Tables A.20.2;A.20.3). In Binan, schooling also 

causes a decrease in both economic and total hours for both boys and girls. For boys the 

effect on economic hours is much greater than on total hours, implying that boys in 

school experience a large reduction in economic working hours, whereas the reduction 

in non-economic work is substantially less (though still large at 58 per cent). For girls in 

the same area the effect is greater on total hours, suggesting their economic work is 

relatively less affected by school enrolment, but instead their non-economic work 

burden is lowered. The finding that school lowers the number of working hours is 

shared with several researchers, among others Boyden et al. (1998:251) and Fyfe 

(1999:14;2005:27). 

While education may contribute to fewer working hours, the cost of attending school is 

frequently put forward as a (major) cause of children having to work (particularly in 

336  Chapter 8.4. 
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Pandaçan and Paco)337. The possible link between school cost and children having to 

work is supported by researchers such as Boyden et al. (1998:251) and Marcus 

(1998:4). The costs associated with schooling may be particularly difficult to shoulder 

by low-income households. In line with the findings of Fyfe (2005) and Angeles-

Bautista and Arriola (1995), I also find indications that for low-income households, 

education expenditure may consume a substantial proportion of their income338.  

However, while the cost of education is put, forward as a leading cause for children 

working, it is surprising that the income variable (INCOMX) does not appear to 

significantly affect children's enrolment in school (Table 9.4). This finding is consistent 

with Bhalotra and Tzannatos (2003:29 — 30), who suggest even significant increases in 

income do not lower the number of hours children work enough to allow them to attend 

school. Similar results are reported by Morduch (1998:30) who, based on data from 

three Bangladeshi MFIs, does not find any increase in children's school enrolment for 

microfinance participants. In the case of this research, the absence of effect from 

income is puzzling and I do not find any clear indications as to its cause. The findings in 

Chapter 8 indicate a correlation between income and attending schoo1339,  and the cost of 

education is frequently put forward as a main reason for children not attending college 

(in Pandaçan and Paco)34o  It is also possible that there may be problems in the data that 

could affect the result341.  However, the absence of effect of income is in accord with the 

apparent lack of effect from scholarships (see below). 

Microfinance participation itself appears to contribute to an increase in school 

enrolment across gender and area (Tables 9.1;A.20.1). However, as argued earlier for 

microfinance's effect on child labour, the effect may arise from the differences between 

participating and non-participating households rather than as a direct result of the 

participation itself. However, one important question should be asked: if income does 

337 Table 8.14 in Chapter 8.3.3. 
338 FGD:14,17,20,25;OI:3;II:26. 
339 Table 8.2 in Chapter 8.2. 
340 Chapter 8.2. 
343 These possible issues include the use of cross sectional data as opposed to longitudinal data, which 
may have revealed a different result. Furthermore given that data was collected at the beginning of the 
school year, it cannot be ruled out that many children from low income households were enrolled in 
school at the time only to drop out later in the year. 
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not affect school enrolment, how can microfinance contribute to children's education?. 

To answer this, one has to look at the household MSE. 

While my findings suggest that female operated household MSEs cause an increase 

both in children's involvement in work and the number of hours they put in, it is 

interesting to see this variable's effect on children's schooling. In both areas, the 

presence of a female operated household MSE contributes to boys being enrolled in 

school (Tables 9.4;A.20.4). It is surprising that female operated MSEs appear to have 

such a contribution to boys' school enrolment. This raises the possibility that while boys 

may experience an increase in work hours because of a household MSE, they could be 

rewarded with a greater chance of school enrolment. For girls such an award appear 

absent as there is no effect of this variable on their schooling. However, they (girls in 

Pandaçan and Paco) may instead face a higher cost as their work hours appear to 

increase more than boys' because of the presence of a female operated MSE (Chapter 

9.5.1). On the other hand, male operated MSEs do not affect children's school 

enrolment. This suggests that though the direct effect of microfinance on children's 

schooling is uncertain (due to the difference between participating and non-participating 

households), microfinance may nevertheless have a positive influence on boys' school 

enrolment though the (female operated) household MSE. It should also be mentioned 

that it appears that neither loans (LSIZENGO) nor default (LOANDEFA) have any 

influence on children's enrolment in school. As with income, it appears that the effect of 

the finance related variable is not sufficient to significantly affect children's enrolment. 

A principal issue concerns children combining work and education. While some studies 

find that (economic) work and schooling are infrequently combined, notably Blunch 

and Verner (2000:7), I find that it occurs frequently: more than 46 per cent of the 

children are involved in economic work and schooling342.  The effect of economic work 

on schooling appears to be negative for all four groups (Table 9.4). While this is 

expected given the earlier discussion on the correlation between schooling and number 

of working hours, note that while the value of the coefficient is almost the same for 

boys and girls in Pandaçan and Paco, in Binan the effect for girls is more than twice that 

342 Table 8.1 in Chapter 8.1. 
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for boys (Table A.20.4). The effect of work is also found by Grootaert (1998:42), 

though while Grootaert (1998) finds that work mainly affects girls' enrolment in school, 

it appears here to affect both boys and girls. It is worth recalling the discussion of 

Heady (1999), Boyden (1994:33) and Mehrotra and Biggeri (2002:35) on the number of 

hours children can work before it negatively affects their educational achievements343.  

Household (non-economic) work (ClHWHRXX) does not appear to negatively affect 

the children's enrolment in school (Table 9.4). The apparent positive association 

between non-economic work and attending school for girls in Pandaçan and Paco, and 

boys in Biflan, may reflect the fact that some school going children have more 

household work responsibilities (and possibly less economic responsibilities), than non-

school going children. 

Children's involvement in work and repeating grades are also correlated. This is not 

surprising given the earlier discussion on the effect of work
344.  The indication that in 

Pandaçan and Paco, girls who repeat grades are much more likely to be working than 

girls who do not, is not unexpected, also in the light of girls' frequently having to help 

out their mother345  (Tables 9.1;A.20.1). For boys the effect is different346,  and appears 

to be related to the number of hours they work, rather than whether they work or not 

(Tables 9.2;A.20.2). A final observation is that for boys in Biflan, those who have 

repeated grades are less likely to be enrolled in school. This may be a reflection of the 

anecdotal evidence suggestion that children (boys) in that area who drop out of school 

tempórary in order to work during high season may be more likely to drop out again347. 

Related to the absence of effect of income on children's school enrolment and the 

effects of child labour on education is the issue of scholarships (C1SCHOLA). 

Scholarships cover education expenses such as uniforms, notebooks, pencils and 

projects costs, as well as a small allowance for transport, thereby removing the direct 

cost to the household of the child attending school. However, scholarships appear to 

343 Chapter 3.6. 
344 Chapter 8.2.1. 
345 Chapter 8.2.1 and Chapter 8.3.3. 
346 The apparent contradiction that repeating a grade makes a boy in Pandaçan and Paco less likely to 
work is puzzling, and cannot readily be explained, though the use of cross sectional data could be a factor. 
347 Chapter 8.2.1. 
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have no effect on children's involvement in work (Table 9.1). Nor do they appear to 

cause any decrease in economic working hours for any of the four groups (Table 9.2). 

Scholarships only have a weak influence on girls' total working hours in Pandaçan and 

Paco (Table 9.3). The effect of being a scholarship recipient only appears to lower the 

total number of working hours by 0.28 per cent (Table A.20.3). While Ravallion and 

Wodon (1999) suggest that benefits tied to school attendance have a negative effect on 

child labour and increase school enrolment, this evidence is that while there are 

anecdotes to suggest that scholarships may help to keep a child in school, they do not 

appear to prevent the child from working, or even in most cases significantly lower the 

number of working hours. However, there are relatively few scholarship holders 

(Chapter 8.6.1), which may affect the significance of the variable. 

The final issue concerning children's enrolment in school which should also be 

motioned is the effect of household composition and parent's education. The presence 

of young children (YOUNCHIL) appears to have a negative influence on school 

enrolment for children in Pandaçan and Paco (Table 9.4). This corresponds to the 

findings by other researchers such as Deb and Rosati (2002:15) that their presence 

decreases the likelihood of older children being enrolled in school. However, the 

presence of other adults (ADULMAL) and (ADULFEM) does not influence children's 

school enrolment. Children (notably girls in Binan) who are not related to the head of 

the household (C1RELATX) are slightly less likely to attend school than related 

children. 

The cost of education is frequently put forward as a cause of children starting to work 

and possibly having to stop school. However, the evidence suggests that this is not the 

only cause. Household income in itself does not appear to have any significant effect on 

children's involvement in education (though there may be a number of factors affecting 

this result). Children have to work for more reasons than just to support their own 

educational costs, a conclusion that is also supported by the apparent lack of effect from 

scholarships. These do not reduce involvement in work, and only marginally lower the 

total working hours for girls in Pandaçan and Paco, leaving the other three groups 

unaffected. The possible absence of effect of income raises a question concerning the 
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apparent relevance of microfinance as a tool to support children's enrolment in school. 

However, it is important to remember the influence of female operated MSEs: to the 

extent that microfinance contributes to female operated MSEs, it can indirectly affect 

boy's enrolment in school (but perhaps not girls'). 

9.5.3 	Household Composition and Parent's Education 

While the evidence suggests that the effect of microfinance depends on a range of 

economic factors such as type of household MSE there are indications that other factors 

may also affect microfinance's effect on child labour. Among these factors are 

household composition and parents' education. 

One finding is the apparent absence of a significant effect from the presence of adults 

other than the heads of household. While some researchers, such as Ravallion and 

Wodon (1999:15), find that households with a larger share of working age males lower 

also have a lower incidence of boys' labour, suggesting that children's (boys') role as 

contributors of income or labour can be affected by household composition, there is 

little to indicate this in these areas. The only exception is the presence of adult females 

(ADULFEM) which lowers girls' economic working hours (in Pandaçan and Paco) 

(Tables 9.2;A.20.2). However, the effect does not translate into lower total working 

hours for girls (Table 9.3), which suggests the girls may face increased non-economic 

working hours. This indicates that to the extent that microfmance increases household 

demand for labour, it does not generally appear that children's share can be expected to 

be significantly lower if other adults are present (the possible exception being for girls 

in Pandaçan and Paco). 

Several researchers find evidence of labour substitution between children and the 

parents, in particular between daughters and their mother (Delap 1999:8; Grootaert 

1998:48; Marcus 1998:10). This is a concern, with regards to children's involvement in 

the household MSEs as discussed earlier, but it may also mean increased household 

work when the female head of household focuses on economic work. One supposedly 

important factor in this regard is the presence of young siblings (under five years old). 

The presence of such siblings is considered in the literature to perhaps increase 
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children's involvement in work and the number of hours (Ilahi 2001:21; Levison and 

Moe 1998:352). However, I do not find that young children significantly affect 

children's involvement in work, nor the total number of hours they do work (though 

their presence does appear to affect school enrolment of children in Pandaçan and 

Paco). 

Another issue regarding household composition concerns the effects of not being the 

son or daughter of the heads of household (ClRELATX). While this is frequently 

important in other contexts, particularly African (UNICEF 1999c:5), being a non-

related child does not appear to significantly affect involvement in work. It does appear 

to cause a slight increase in (economic) working hours for boys in Bifian (1.3 per cent) 

but does not affect total working hours. Nor does this variable have any effect on 

involvement in work and working hours among the other three groups. However, it 

should be recalled that there are relatively few observations, which may affect the 

outcome. 

The education level of the parents, in particular the mother (female head of household), 

is often suggested to have a significant influence on children's school enrolment 

(Lopez-Acevedo 2002; Harper and Marcus 2003; Bhalotra and Tzannatos 2003), though 

Grootaert (1999:49) find this is of more importance in rural areas than urban. While I 

also find that female education has an effect, it is not as clear as expected. Female 

education (FEMEDU) contributes to lowering boys' involvement in economic work in 

Pandaçan and Paco, but does not appear to affect any of the other three groups (Tables 

9.1;A.20.1). Female education lowers the total working hours for children in Pandaçan 

and Paco (Tables 9.3;A.20.3). Thus, while Canagarajah and Coulombe (1997) suggest 

that the mother's education level does not affect the probability of a child working, this 

evidence indicates that under certain circumstances female education may cause a 

decrease in boys' involvement in work, and in children's total working hours, a finding 

in line with that of Sakellariou and Lall (1999). This implies that microfinance targeted 

to better educated female heads of household may lower children's involvement in 

labour, under certain circumstances. However, this research is unable to be certain about 

this. The absence of influence of female education on children in Bifian is interesting 
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(though it appears to affect children's schooling there). While the reason for the lack of 

effect among children in Binan is not clear, it could be a result of the type of MSE in 

which the female heads are involved and these MSEs' frequent reliance on children's 

labour input. Male education (MALEDU) does not appear to show the same effects: it 

fails to contribute to lowering children's involvement in work (Table 9.1). However, it 

does contribute to a decrease in economic working hours for boys in Pandaçan and Paco 

(Table 9.2;A.20.2) and in girl's total working hours in Binan, the cause of which is not 

quite clear (Tables 9.3;A.20.3). 

While household composition and parents' education level are found to have an effect 

on child labour in other contexts, these factors do not appear to interact or interfere with 

the potential influence of microfinance participation on child labour. One possible 

exception in that respect is the education level of parents. Parent's education level may 

effect the survivability of the household MSE, while at the same time possibly also 

lowering children's involvement in work, in Pandaçan and Paco. Other factors such as 

young siblings do not appear to significantly affect the older children's involvement in 

work. 

9.5.4 	Theories on the Household 

The evidence suggests that factors, such as who in the household controls the household 

MSE and the gender of the child, may affect the effect of microfinance (through loan 

taking and MSE start-up or expansion) on children, both in terms of their involvement 

in work and their involvement in education. Some of the effect of microfinance 

participation on child labour appear to reflect the outcomes as predicted by household 

theories, such as the increased workload for girls, as suggested by the Feminist Theory. 

However, other findings appear to contradict some of the key assumptions, such as the 

absence of conflict in the household that is assumed by the NCT. This draws the focus 

onto the ability of theories of the household to capture fully the complexity of the 

causes of child labour and the household decisions which influence its occurrence. In 

the current context, the main questions regarding these theories are how microfinance 

participation influences household (child) labour distribution and how the increased 
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income (assumed) from this participation is shared among the household members, 

particularly whether it is invested in children's education. 

The start-up or expansion of a female operated MSE (generally) leads to increased 

household income (if only short-term). However, this additional income does not appear 

to be evenly distributed among all the members of the household. Instead it appears that 

it is money which the female head controls and over which the male head has little or no 

direct inftucnce343,349 The female head may use the additional income on specific 

household members (children), but it is she who appears to decide on which child35o  

However, there are also indications that in some cases the male head of household may 

have indirect influence on expenditure (for example by demanding better food)351. This 

appears to contradict the assumption by the NCT that a central head of household 

allocates household resources. Instead it may instead support one of the points of 

criticism of the NCT raised by, among others, Alderman et al. (1995) and Fortin and 

Lacroix (1997), that the assumption of a central head of household allocating household 

resources is not supported by empirical evidence. 

Support for the concept that households are not conflict free, is also found in the 

perception by some women that a MSE (which they control) acts as a safety net should 

the husband leave352.  In line with both Feminist and Bargaining Theory, this suggests 

that women find that household MSEs strengthen their bargaining power in terms of 

providing a back-up should the husband leave them or otherwise fail to generate an 

income (FGD:11). This may also explain why the women who invest their loan in an 

MSE in which the husband is also involved appear to find less influence on household 

income from the loan than if the full loan is invested in the female controlled MSE353.  

This is in line with Goetz and Gupta (1996) and Kabeer (1994:118) who find that the 

effect of microfinance participation depends exactly on the woman controlling the 

348 The male head of household may, however, have indirect control by lowering his contribution to cover 
household expenses. 
349  Chapter 7.2. 
350 While the woman decides on to whom to give money for schooling, it cannot be excluded that this 
decision may be subject to overall household priorities, which may be influenced by the man. 
35i Chapter 7.4.3. 
352 Chapter 7.2. 
353 Chapter 7.4.3. 
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revenue from the activity. This appears to also lend some support to the criticism by 

Pollak (1985:582) that the NCT fails to recognise systematic gender based power 

relations within the household. The presence of these are further suggested by a number 

of the women keeping savings which the husband do not know about (FGD:12,22). 

An issue in that regard concerns the consequence of business failure or default on a 

loan. Whereas the perception of effect of the loan appears to depend on who controls the 

investment, the effect of default is different354.  The perception by women, that defaults 

reflect badly on them in particular but also on the household, lends support for the NCT 

which suggests it is in the interest of the whole household to avoid a default as it will 

affect the utility of the entire household. However, at the same time default would 

undermine any increase in the women's bargaining power which microfinance and MSE 

ownership may provide, thereby affecting the woman relatively more than the other 

members of the household. To the extent that default also results in loss of access to 

informal networks, it may actually leave the woman in a worse position than before. 

The extent to which women's financial contribution to the household appears to affect 

their influence on household decision making, beyond the money they control, is not 

quite clear. While the man is considered by (some) women to be the head of the 

household and supposedly to have the last say, some women express the right to veto 

any expenditure355  (GGD:8;FGD:12). While this evidence is not entirely conclusive it 

may be that the women's feeling of right to veto may be linked to the presence of a 

safety net such as a sideline, thereby lending support for the Bargaining Model and the 

Feminist Theory. 

In terms of the effect of microfinance participation on children, one of the main findings 

of this research is that children of a household are more likely to become involved in 

economic work when the household has a (female operated) household MSE than if it 

does not. However, there appear to be two important factors influencing this effect. One 

354 Default, which happens as result of inability to pay, rather than choosing not to do so, as appear to 

.
possibly happen in Binan. See Chapter 7.3.5. 

55  Some of these women also control how much the man gets in allocation (pocket money) though his 
right to get it does not appear to be questioned. 
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is the gender of the child and the second is the gender of the operator of the household 

MSE. The additional labour demand which arises from this involvement is not equally 

shared among the members of the household, but rather, besides the amount absorbed 

by the female head, is passed on to the children, depending on the children's age and 

gender. The argument by Kabeer (2000:29,117-118) that social norms and values 

influence the allocation of labour in the household appears supported by this evidence. 

In Pandaçan and Paco girls experience a higher increase in involvement in work and an 

increase in total working hours, than boys, from the presence of a female operated 

MSE356  (Tables 9.1;9.3;A.20.1;A.20.3). The higher involvement of girls, than boys, 

arising from a female operated MSE is linked to the gender related distribution of work. 

Girls work for their mother (female head of household) whereas boys only do so until 

they reach a certain age (11 — 13 years of age)357. The gender differentiated effect lends 

support to the Feminist Theory's arguments that women and the labour they control, 

notably girls and young boys, bear the majority of the additional labour demand arising 

from starting and operating a (female controlled) MSE (Kabeer 2994:106; Folbre 

1984b; 1997:266; Pitt and Khandker 1994). In that regard it is also interesting to notice 

the difference in apparent effect from female head's education level between the two 

areas — while the effect is expressed in different ways, in both cases it has a positive 

effect on children, regardless of gender. In Pandaçan and Paco it lowers children's total 

working hours and boys' involvement in work, whereas in Bifian it increases the chance 

of children being enrolled in school. This lends support to the importance of women's 

education facilitating children's education as argued by both the Bargaining Model and 

Feminist Theory. 

It appears that for households facing financial restrictions, a prioritising of the 

household's investment in children's education may take place358. The choice of the 

child in whom to invest appears guided by the perceived return, which is seen as greater 

for boys, who require less education than girls to obtain the same type of 

employment359,  a finding also suggested by Strauss et al. (2000:86). Boys are further 

356 Though this may also be a result of boys already being involved in work outside the home. 
357 Chapter 8.3.3. 
35s Chapter 8.2. 
359 Chapter 8.2. 
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perceived as being more likely to remain at home than girls, who are expected to move 

out when they get married, thereby transferring the return on the investment to another 

household (FGD:5,9). The apparent household decision to, in some cases, invest in the 

child (or children) with the greatest potential return may lend support to the NCT 

assumption of efficiency as argued by Mincer and Polachek (1974:77). The decision to 

prioritise a child is according to the NCT supposed to be conflict free because of 

compensations (income or other forms of benefits) by the enrolled children to the non-

enrolled children (Becker 1981a:190). However, the children who are not attending 

school frequently express strong emotions about being denied the opportunity which is 

given to other siblings, suggesting that this is not as conflict free as assumed by the 

NCT360. Rather this appears to support the critique raised by Folbre (1986:249) and 

Kabeer (1994) of the assumption by the NCT that all children are treated equally and 

undermines the assumption of absence of conflict in the household put forward by 

Becker (1981a). 

According to the Bargaining Model (Grootaert and Kanbur 1995), a child would be 

negatively affected by the elimination of child labour as the child thereby would lose 

influence on decisions made in the household. However, in the Focus Group 

Discussions with children, they uniformly stated that working does not increase their 

say in household decisions361  (FGD:1,18). The suggestion by Dehejia and Gatti (2002) 

that children's involvement in labour is a result of bargaining between the parents and 

the child appears weak. There are differences in the bargaining power of the parents and 

the children, and while the findings can to some extent be seen as results of bargaining, 

such as the child taking on work in return for being allowed to continue school, there 

are also several examples where the child either does not receive the expected reward in 

spite of working but has to leave school nonetheless, or as in a few cases where bringing 

home money is a criterion for the child being allowed to eat and spend the night at 

home362. This evidence indicates that children work because they are expected or 

36°  Chapter 8.2. 
361 The exception was one boy who felt his financial contribution to the household had increased his say 
(FGD:1). 
362 Chapter 8.4.1. 
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ordered to do so, in most cases by the female head of household. It is also frequently she 

who controls the money the children make (or part of it). 

These three theories each contribute with different aspects to explain the effect of 

microfinance on child labour. However, none of them is able to provide a fully 

comprehensive explanation of the findings put forward in this chapter. In general 

Feminist Theory appears to have an advantage in explaining some of the results of this 

research, over the NCT or the Bargaining Model. This advantage is particularly in terms 

of the apparent effect of microfinance participation (through loans and MSEs) on the 

household distribution of labour. Both the NCT and the Bargaining Model appear to 

have some shortcomings in capturing the complexity of the household, relying instead 

on assumptions. However, some of these assumptions of these two theories (in 

particular the NCT) are questioned by the evidence of this chapter. IIowever, the 

predictive power of the NCT and the Bargaining Model - which provide suggestions as 

to the distribution of both labour and income - is the main strength of these theories and 

there is some support from the findings of this chapter for their predictions; the Feminist 

Theory's lack of ability to generalise appear to be its biggest weakness. It is clear that 

the theory of the household is an area where further research would be welcome, in 

particular in facilitating a deeper understanding of how the allocation of educational 

expenses and children's labour tasks are decided within the household and which 

factors may influence them. 

9.6 Summary 

Through regression analysis the chapter has analysed the effect of microfinance and a 

number of other factors on child labour. The analysis has drawn on some of the findings 

from Chapters 7 and 8. Based on this analysis it appears that the effect of microfinance 

on children's involvement in work depends on the gender of the child, on the type of 

household MSE and the gender of the person operating it, as well as on household 

income. 

Microfinance can contribute to increased incomes by assisting hoúseholds to overcome 

credit restrictions. However, the actual extent to which this happens depends on several 
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factors, including the households' willingness and ability to take out a loan. For non-

borrowers the evidence is that microfinance participation has only limited direct effect; 

their apparent low savings capacity may also mean that microfinance only marginally 

lowers these households' vulnerability. 

To the extent that microfinance (through loans) contributes to the start-up or expansion 

of a female operated MSE it appears to cause an increase in child labour. There are also 

indications that the effect of microfinance and household MSEs is not uniform but 

varies with the gender of the child. Girls appear to be more involved than boys in work 

in households with a MSE operated by the female head. For boys it also appears that 

there is a greater possible positive effect on their school enrolment than girls, from the 

presence of a female operated MSE. 

While the evidence of this chapter to some extent is in accordance with the predictions 

of the three household theories, it also highlight some of the difficulties these theories 

each have in fully capturing the complexity of the household and the division of labour. 

One example is the possible support for the NCT's claim that households are efficient in 

allocating education investments to the child with the greatest expected return, but at the 

same time the evidence appears to put the assumption of conflict free households under 

strain. Feminist Theory on the other hand may be better able to explain some of these 

findings, than the NCT or Bargaining Model, in particular the labour allocation of 

children, but the lack of generalisation from this theory limits its usefulness as a 

predictive tool. 

A major finding of this chapter is the importance of including non-economic work hours 

in the analysis. While 55 per cent of the children in this research are involved in 

economic work, a total of 89.2 per cent are involved in housekeeping or non-economic 

work, and are in some cases working as many hours or more than those only involved in 

economic work. A number of the key findings, including the influence of female 

operated MSEs on total working hours would not have been apparent if the analysis had 

been limited to economic working hours. 
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The intricacies of child labour are complex and it is clear that there are no simple 

solutions to the problem. While raising household income would seem to alleviate the 

need for the household to rely on children's labour, this again depends on the children's 

role in generating this income — as in Binan, where the increase in household income is 

associated with an increase in boys' working hours. Likewise, while the start of a MSE 

is perceived by proponents of microfinance as a way for a household to gradually work 

its way out of poverty, the likelihood of doing so depends on the households' financial 

circumstances, otherwise business failure may soon follow. Furthermore, a female 

operated MSE appears likely to increase girls' work load, while in turn it appears to be 

boys who benefit from school enrolment, thereby suggesting a gender related effect 

putting girls at a disadvantage, even when women are targeted. 
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10. 	Conclusion 

This thesis has set out to analyse the extent to which microfinance can contribute to a 

change in children's involvement in labour, and whether any impact is specifically 

gender related. It has further sought to analyse the ability of microfinance to reach all 

households with working children, as well as to compare these findings with the 

predictions of economic theories on the household. 

One of the key issues concerning child labour is the cause of children's involvement in 

work. Though it is generally accepted that children in many cases work in order to 

contribute to household income, or because of lack of alternatives such as educational 

opportunities, there are several issues within this need to generate income, which affect 

how it can be addressed. The significance of the economic contribution of children is 

precisely the role which microfinance is supposed to compensate for. Microfinance is 

developed as a tool specifically for the poor, to provide them with access to financial 

services (World Bank 1999b). The lack of collateral is often main obstacle for the poor 

to obtain credit (Pretes 2002:1342; Khandker 1998a). By providing them with access to 

financial services the poor are able to save up and borrow, which thereby enables them 

to work their way out of poverty. However, the poor are not a uniform group, and their 

resource base differs both in terms of financial and reproductive assets as well as skills. 

This difference in resource base also affects their participation in microfinance 

programmes. As found by Evans et al. (1999:427), lack of education makes it less likely 

that a person will participate. Similarly, the absence of financial resources may enforce 

risk adverse behaviour, causing the poorest to exclude themselves (Eversole 2000:49; 

Zaman 1998:60), or they may simply not be aware of the programs existing or being 

intended for them (Coleman 2002:19; Gibbons and Meehan 2000:9). Regardless of the 

cause, the poorest of the poor may be at a disadvantage with regards to microfinance 

participation. As found by a number of researchers, including Copestake (2002:753), 

Hulme and Mosley (1996), Khandker (1998b:17) and Montgomery et al (1996:155), the 

poorest segments of society tend to be underrepresented in microfinance programs. This 

naturally raises the question of the extent to which microfinance can actually reach the 

households with child labourers, given that these households tend to be among the 

poorest of the poor. Within this thesis I found that there is a demand for financial 
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services among the households but that lack of knowledge of their existence along with 

risk adversity appear to reduce the participation of the poorest households. There exists 

a widespread net of informal financial services, but these are characterised by high 

interest rates, and short repayment periods. Furthermore, most of them do involve 

buying goods on credit, rather than actual cash loans. While there are also sources of 

cash credit, the only one to which the poorest have access (the 5-6 system) normally 

only involves limited amounts, rarely sufficient to start any kind of MSE. Even though 

the microfinance programs target the poor, the poorest household face a range of 

obstacles which may prevent them from participating, or if they do participate, prevent 

them from making full use of the potential services which are intended for them. 

In addition to microfinance being a tool to alleviate poverty, it has also been put 

forward as an instrument to empower women, by enabling them to control money and 

resources. There are additional arguments for supporting the economic empowerment of 

women (Panjaitan-Drioadisuryo 1999; Kabeer 2001; Khandker 1998a:13). To increase 

women's income is found to have a direct influence on the health of children and 

education, along with improving women's status and well being, though the extent of 

this is being debated (Folbre (1984) quoted in Strauss et al. 2000:86, Hashemi et al. 

1996; Kabeer 2001; 2003; Khandker 1998a:49; Goetz and Gupta 1996). The support for 

directly targeting women is also found in both the Bargaining Model as well as the 

Feminist Theory. Both of these theories consider that control of resources contributes to 

the relative bargaining power of that person (Kabeer 1994:109; Folbre 1997; 

Quisumbing and Maluccio 1999:32; McElroy 1990:560-61 and Guyer 1997:118). Given 

that women frequently have fewer resources than men under their control, by targeting 

them with microfinance these two theories suggest that their status and say within the 

household might improve (Sen 1990; McElroy 1990:561). However, this is contradicted 

by the Neo-Classical Theory on the Household (NCT), which suggest that, because of 

the structure of the household and how decisions are made, it does not matter who 

controls resources (Becker 1981a:288; 1981b:4,9). The issue of control over resources 

is also relevant to child labour and the investment in children's education. While the 

NCT assumes efficiency in household decision making and that children are invested in 

according to potential return (Becker 1981a:152,190,191), the Bargaining Model and 
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especially the Feminist Theory present a more diverse picture, in which the preferences 

of each parent and their influence over household decisions also influence the situation 

of each child. Both the Feminist Theory and the Bargaining Theory suggest that because 

women control children's labour any increase in the women's work burden may lead to 

a direct increase in that of the children also (Alderman et al. 1995; Kabeer 1994:106; 

Folbre 1997:266; Folbre 1984b). Rosenzweig (1986) also suggests this may happen in 

the NCT, though (Becker 1981a) assumes that changes in work loads are distributed 

among household members according to comparative advantage. The effect of 

microfinance participation on children and particularly gender related differences are 

another key issue which cannot be ignored and which constitute one of the main 

elements of this thesis. I find that children are directly involved in the household's 

work, both economic and non-economic, and that there are expectations put on them as 

to their contribution. Though the tasks are frequently dependent on the gender of the 

child, age also plays an important role. Children's work is often guided by perceptions 

of what girls do and what boys do, and at what age they do it. 

This brings out the issue of how microfinance actually affects children's involvement in 

work. Given that poor households have few resources and that the income that child 

labour generates has been found to constitute a significant contribution to their 

households (Marcus 1999:8; Delap 2000b:669), what is the effect of such an 

intervention on child labour? While Khandker (1998a), Montgomery et al. (1996:138) 

and Halder (2003:49) find that microfinance contributes to an increase in household 

income, it is also likely to result in an increase the household workload. The increase in 

workload is found by a number of researchers, including Kabeer (2001:71), Khandker 

(1998a:48), Pitt and Khandker (1994:47,36) and Mayoux (1998:41), but few have 

examined any spill over effect on children. Panjaitan-Drioadisuryo and Cloud (1999) 

are one of the few exceptions and they suggest that microfinance (or income generating 

projects) does cause an increase in children's labour. However, at the same time, the 

increased income may also result in an increase in school attendance as found by Ilahi 

(2001). On the other hand Grootaert and Patrinos (1999:11) suggest that income 

generating activities need to be combined with school incentives, especially for girls to 

prevent them taking over work from the mother when the household starts a MSE. 
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Children's role in the household MSE is another issue. Starting a MSE may increase the 

household demand for children's labour, either for household work or for working in 

the MSE, and frequently children's contribution constitutes a significant part of the 

earnings of the MSE (Grootaert 1998:48; Marcus 1998:6,10; Blunch and Verner 

2000:12; Mehrotra and Biggeri 2002:37). This is even more so given the general low 

skill and resource level of child labour households, which limits their ability to start 

anything other than a supply-push MSE (Liedholm et al 1994:1178; ADB 1997:26). 

This may contribute to children becoming involved in the MSE (Marcus 1998:10; ILO 

2001:88; Wydick 1999). The role of MSEs are critical in alleviating child labour, and 

offer one of the few means of replacing children's financial contribution to the 

household. I find that MSEs are often an integrated part of household survival, but also 

that the MSEs belong to one of two groups: either they are labour intensive production 

MSEs such as the footwear producing MSEs typical in Binan, or they are sidelines, 

which only constitute a secondary income. The effect of the type of MSE on the 

demand for children's labour in the household presents yet another aspect in the 

discussion of microfinance as a tool to alleviate child labour. 

There are some limitations affecting the conclusions outlined below. The most 

important of these originates from the data on which these conclusions are based. Due 

to the time and logistical restraints I faced in conducting the data collection, it was not 

feasible to collect longitudinal data from the same households before and after joining a 

microfinance programme. Rather I was limited to collecting cross sectional data. This 

means that some of the conclusions are based on the assumption that a range of factors 

are identical for the households, and that the impact which appears to take place from 

microfinance participation only originates because of that and not because of different 

household circumstances. This means that some of the conclusions regarding impact of 

microfinance participation, loans and default, are not as clear as could have been the 

case had longitudinal data been used. Another issue is the potential impact of the anti-

child labour awareness campaign which has been conducted in Binan. Though all care 

was taken, it is possible that the campaign had some impact on the reported number of 

economic working hours, possibly leading parents to understate the amount of 
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economic work the children do and perhaps instead report a higher than actual number 

of non-economic working hours (see also Chapter 6). 

The focus of this thesis on urban based child labour in an Asian country introduces a 

limitation on the ability to directly transfer these findings and conclusions to other 

settings. One of the reasons for choosing urban areas, is the availability of educational 

facilities. Obviously, in rural areas the impact of microfinance may be different if 

schools are absent. The discussion on skills acquisition is also affected by the research 

being conducted in urban areas. There may be different skills to be gained in rural areas, 

as also suggested by Ray and Lancaster (2004:30). Furthermore, the relatively weak 

impact on household decision making found in this research, which contrasts with 

research by Kabeer (1994) and others, probably originates in the different situation of 

women in the research areas. Another important issue concerns the scope of this 

research: only analysing the household level. While household level interventions are 

important in addressing the core causes of children's involvement in work, they only 

constitute part of the solution. Macro factors such as the level of public spending on 

education and health, labour market distortions, unemployment and discrimination are 

also significant elements influencing children's involvement in labour. 

Keeping these limitations in mind, this thesis finds that microfinance cannot impact on 

all households with child labour. The obstacles are two-fold: one is the inability of 

microfinance to actually reach the target households; the second is the inability of some 

of the poorer participating households to make full use of the financial services. The 

poorest households do not participate in microfinance programs, in part because they 

are not aware of the existence of the programmes, and in part because of risk aversion. 

Inability to be accepted into a savings group appears to be less of an obstacle. This 

thesis further identifies a key cause of risk adverse behaviour: the fear of being excluded 

from informal financial networks in case of default on loan. The informal networks are 

seen as essential to the household's well being and even survival, as also found by 

Mayoux (2000:17). The prospects of higher income arising from investing a loan in a 

MSE are rarely enough to outweigh the risk of losing this important safety net, which 

the informal network constitutes, especially to the poorest households. The ignorance as 
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to the existence of programs appears partly to be a result of the lack of resources of the 

poorest households. They do not appear to actively seek information about these 

programs. Rather these households appear to take a more passive role, waiting for 

someone to inform them. There is further anecdotal evidence to suggest that exclusion 

of the poorest households may be further facilitated by the practice of linking social and 

health services along with other benefits, such as scholarships, directly with 

participation in microfinance. While the evidence is not entirely conclusive, there are 

indications that the provision of such benefits may encourage members to ensure that 

their own friends and relatives join the savings groups rather than outsiders. 

The impact of microfinance on child labour depends on a number of factors. The two 

major factors are whether the household takes out a loan, and the presence of a 

household MSE. Microfinance's contribution to lowering the vulnerability of 

households by enabling savings is weakened by the very low savings capacity of the 

poorest households. As a result, access to savings services does not in itself appear able 

to influence children's involvement in work. That being said, access to savings facilities 

may constitute other benefits for the household, including a more flexible access to 

savings and not having to rely on pawnbrokers or other forms of expensive credit. The 

effectiveness of microfinance as a tool against child labour depends on its ability to 

remove the need for children's labour input or income contribution. The main effect of 

microfinance on the alleviation of (urban) child labour takes place through the start up 

or expansion of MSEs. A key factor in that regard is the type of MSE and which of the 

parents operates it. The labour intensive and low skilled nature of the (footwear) 

production facilitates children's involvement in the work and the dependence on their 

contribution to increase earnings. The reluctance or inability of MSE operators (parents) 

to change production methods to more capital intensive alternatives also greatly 

restrains microfinance's ability to affect child labour in this setting. The latter is further 

affected in the case of footwear production in Binan by the structure of the sector and 

the control over production orders and finances exercised the larger producers. 

However, microfinance (loans) can facilitate the start up and expansion of female 

operated MSE acting as secondary sources of income. Such MSEs may have a dual 

effect on child labour. They contribute to increasing children's work (both involvement 
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in work as well as total hours worked), either directly or through labour substitution, but 

can also possibly cause a transfer of labour from outside the home to working with 

parents which results in improved working conditions, particularly for girls. The female 

operated MSEs also increase school enrolment for boys while at the same time they 

cause an increase in total working hours for children in Pandaçan and Paco but with the 

greatest effect apparently for girls. For children in this area, there are also indications 

from Chapter 8 that working directly with their parents causes an increase in the average 

number of hours to above the limit at which work starts to have a negative impact on 

children's educational attainments. 

However, while microfinance loans may support the household MSE, the sustainability 

of the impact is another issue. The vulnerability of the MSEs which the household 

operates — arising from lack of skills, intense competition, or the restrictions faced by 

the person operating them (notably the need for women to also look after the household) 

— restricts the impact of the intervention and gravely affects its sustainability. Because 

of the vulnerability of the MSEs, microfinance represents a gamble for some 

households, which in the case of business failure and default can result both in 

exclusion from important informal financial networks, as well as in children's increased 

involvement in work though the latter only appears to be relevant for children in 

Pandaçan and Paco. 

While the effect of household MSEs on children's labour and schooling cannot be 

separated from who controls them, there are also indications that who controls the MSE 

further affects the impact of loans on women's situation. The investment of loans in 

MSEs controlled only by the women appears to have a greater effect, in the eyes of the 

women, than investments in MSEs controlled by both parents or only by the men. There 

are also indications of gender related differences in impact of loans. Women stand to 

gain from microfinance participation in terms of it contributing or enabling them to 

establish a safety net on which they can rely, at least in part, should the male head of 

household leave or be unable to generate an income. However, women also stand to 

absorb most of the increase in workload as a result of the microfinance, whether to 

attend meetings or working in the MSE started with the support of microfinance loans. 
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In many cases the women transfer part of the additional workload to children, in 

particular girls, who both act as labour complements and substitutes. This further 

supports the indications of gender affecting children's work. The division not only 

influences what children do both in terms of economic and non-economic activities, but 

also their level of involvement in these activities. The gender related impact also means 

that there are different effects for boys and girls of microfinance participation, in 

particular because of the household MSEs. Female operated MSEs appear to increase 

girls' involvement in work, as well as their working hours, more than boys'. 

Furthermore, in terms of the positive impact of MSEs on children's enrolment in school, 

this only affect boys, suggesting that girls may benefit less, but instead shoulder a 

greater share of the work burden. 

The economic theories on the household provide predictions of the effect of factors such 

as microfinance participation, and how both benefits and labour are affected. There is 

support to be found in each theory for certain aspects of the findings presented here, but 

there are also weaknesses in the explanations which each of the theories put forward. 

Furthermore, while the theories may agree on an outcome, the explanations of that 

particular outcome differ. An example is that while female operated MSEs appear to 

cause an increase in children's total working hours, in particular for girls, the Feminist 

Theory and Bargaining Model see this as a result of who in the household controls the 

labour of the children (i.e. the mother), whereas the NCT would argue it happens 

because of girls' comparative advantages in working for the mother. 

The findings here question one of the key assumptions of the NCT: there does appear to 

be conflict present in the household. Women keep savings hidden from their husbands, 

and see their MSE as a safety net, both issues which the NCT does not include. 

Furthermore, the prioritising of boys' education over girls' also leads to (contained) 

conflict. The girls do not appear to express their anger but they are discontent, again a 

contradiction of the NCT assumptions. The potential presence of conflict lends support 

to both the Bargaining Model and the Feminist Theory that it matters who controls 

household resources. This includes microfinance participation and is in line with the 
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findings of this thesis: that women see microfinance (and their MSEs) as a tool to 

strengthen their position and becoming less dependent on the husband. 

Another key issue is the presence of gender related factors, which affect the preferences 

for investment in education, as well as the allocation of labour tasks within the 

household. While the finding that microfinance may affect girls and boys differently can 

possibly be explained by the NCT as simply a question of efficiency and comparative 

advantage, this explanation is based on the assumption of absence of conflict, an 

assumption shown to be under strain. This suggest that the cause of difference in impact 

by gender may be more complex and may rather, as suggested by the Feminist Theory, 

be a result of gender based perceptions and social norms. 

These theories' usefulness as tools to predict the impact of microfinance (and MSEs) on 

child labour household are each affected its weakness. The NCT is based on simplified 

assumptions, which do not appear to hold. However, at the same time, this theory does 

provide the most comprehensive tool for generalisation on how income would affect 

household investment in education as well as distribution of labour. The Bargaining 

Model is more focussed on the power relations between the two adults in the household, 

and though it suggests that female bargaining power would be affected by the 

participation in microfinance (and female controlled MSE) the impact of an increase in 

the woman's workload on the children is less clear. There is also no prediction as to 

how the impact would, for example, affect the investment in children's education. This 

is by contrast, a strength of the Feminist Theory. This theory provides the most 

elaborate predictions of the three for how an increase in the woman's workload would 

affect the demand for (girls') labour, as well as the potential positive impact. However, 

this theory's lack of ability to generalise based on the conclusions is a constraining 

factor as identified by proponents of the NCT. Though the different theories each cast 

light on certain aspects of household decision making, the inability of any one theory to 

fully capture the intricacies of the household limits the effectiveness of the theories in as 

tools to support the development of efficient interventions. 
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A separate finding is that the type of work in which the children engage does not appear 

to contribute to the development of any marketable skills, with the possible exception of 

less tangible skills such as entrepreneurial skills, self-confidence and independence. The 

skills requirements are low in any of the activities which these children were involved 

in, and even work in the footwear production can easily be mastered. The main 

contribution of work in the footwear sector appears to be the introduction into the 

network of larger producers. This suggests that alternative learning does not take place 

and the important focus has to be on keeping children in school. The consequence of not 

attending school is a permanent disadvantage in seeking employment, which is likely to 

affect the child's future income prospects and vulnerability. However, the types of work 

in which the children engage appear in most cases compatible with attending school. 

Two separate findings concern the definition of labour and the research methodology. 

This thesis has shown the importance of including non-economic work hours of the 

children in the analysis. The exclusion of non-economic working hours would lead to 

the impact of female operated MSEs on children's work being overlooked. By including 

non-economic working hours, the substantial impact of female operated MSEs becomes 

clear. The disregard of non-economic work further means that the contribution of girls 

is underestimated and as a result interventions designed on that basis may be skewed 

towards addressing the factors affecting boys more than girls. 

The second finding concerns the use of a triangulation methodology. While this 

methodology has proven labour intensive, it has also shown to contribute valuable 

insight into household risk adversity and educational priorities, and revealed 

conclusions which would otherwise have been overlooked. The qualitative component 

has also proven useful in facilitating high quality quantitative data. The sensitivity of 

the research required the development of a certain level of trust with the target group, a 

trust that the qualitative component facilitated. It is clear that for research into sensitive 

and complex topics such as child labour a triangulation approach is invaluable. 

Microfinance can provide poor households with access to financial services they 

otherwise would be deprived of. It can further enable some of these households to start 
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or expand MSEs through provision of these financial services. However, microfinance 

does not reach all, and alternatives may be required to assist the poorest of the poor 

households. Furthermore, the application of microfinance as a tool to alleviate child 

labour presents a challenge. The evidence shows that targeted interventions are needed 

but with the intervention designed according to the circumstances of the target group, 

whether on the household setting or the economic sector in which it operates. It is 

further clear that boys and girls are affected differently by such interventions as 

microfinance support for household MSEs. Girls appear at a disadvantage, and specific 

measures need to be developed to prevent them from bearing a greater part of the 

burden than boys, while not reaping the benefit in terms of increased investment in their 

education. 

The survival of the household MSE is essential to ensure a sustainable impact from the 

microfinance participation and any alleviation of children's involvement in work. This 

is one of the weak points in the microfinance approach. The household MSEs are 

vulnerable, and the vulnerability is exacerbated by the sectors in which they operate and 

the often low skills level of the operator. To create sustainable MSEs, more than 

financial services are required if the child labour households are to achieve the income 

level required to send their children to school rather than to work. However, even when 

successful, microfinance is only able address one aspect of the causes of child labour. 

This thesis shows the complexities of the problem and that one instrument intervention 

alone is unlikely to succeed. It is also clear that a number of aspects of decision making 

in the household concerning children's involvement in labour are not well understood. 

While the three theories discussed in this thesis each provide an interpretation, they are 

also shown to have shortcomings. These shortcomings may influence the ability to 

successfully develop interventions based directly on their predictions. A further 

development of the theories on the household could contribute to a better understanding 

of interactions between gender and child labour, and thereby facilitate better designed 

interventions more able to target the core causes child labour without a gender 

imbalance. 
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Appendix 4 

List of General Group Discussions 

No. Place Date Participants Main Topic 

1 Pandaçan 

and Paco 

16 July 2002 Seven members from 

Carlos savings group, 

all women 

View on microfinance 

2 Pandaçan 

and Paco 

19 July 2002 15 members from 

Obesis savings group, 

all women 

View on microfinance and 

household responsibilities 

3 Binan 30 July 2002 17 members from 

Orchid savings group, 

all women 

View on microfinance and 

loans, child labour, and 

enterprise development 

4 Pandaçan 

and Paco 

13 August 

2002 

Nine members from 

Ilang-Ilang savings 

group, all women 

Household business and 

responsibilities 

5 Binan 14 August 

2002 

. 

42 members from 

Pamela, Everlasting, For 

Life and Kaunlaran 

savings groups. 

Three men, 39 women. 

Child labour, household 

decision making and 

distribution of labour and 

responsibilities 

6 Pandaçan 

and Paco 

4 September 

2002 

Five members of 

Kahiloum savings 

group, all women 

Household decision making 

and distribution of labour 

and responsibilities 

7 Binan 5 September 

2002 

13 members from 

Tabing Ilog savings 

group, all women 

View on loans and impact 

on household business, 

priorities in household 

budget 

8 Pandaçan 

and Paco 

13 September 

2002 

Two members from 

Dapo savings group, 

both women 

Household distribution of 

labour and responsibilities 
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9 Binan 25 September 

2002 

26 members from 

Gumamela savings 

group. Two men, 24 

women. 

Household budgeting and 

decision making, view on 

loans and children's work 

10 Binan 26 September 

2002 

12 members from 

Kapitana Maria savings 

group. Two men, 10 

women 

Household budgeting and 

responsibilities for domestic 

chores, view on 

microfinance and household 

businesses 

11 Binan 7 October 

2002 

18 members from 

Sampaguita savings 

group, all women 

View of microfinance and 

loans, responsibility for 

household finances, and 

household business 

355 



Appendix 5 

Resume of General Group Discussions (GGD) 

GGD 1. 	Seven women, members of microfinance. Pandaçan and Paco, 16 July 

2002 

The women all expressed difficulties in saving the required amount (except for the team 

leader). The main reason the women had joined Punla sa Tao's microfinance 

programme had been to save and they did not express any interest in taking out loans. 

They mentioned a number of different possibilities for obtaining loans and credit in the 

area, including the Grameen Bank which also operated in Pandaçan and Paco, along 

with money lenders (Bombay). However neither of them offered savings services, but 

only loans. They considered the interest on loans from Bombays to be very high. The 

daily repayment was 15 pesos a day for 40 days for a 500 pesos loan. 

They said that the main reason for not wishing to take out loans was a result of too 

many children and a low and irregular income of the husbands. They found it hard 

enough just to save the required amount for the microfinance programme (four of them). 

They struggled to pay the daily expenses such as water and school projects, and to save 

up for the rent. The responsibility of budgeting the income lied with the wife, but they 

found it very difficult to make ends meet. They all paid rent (except for the team 

leader). They also mentioned their financial difficulties as the reason for not showing up 

for meetings as they were busy with their sidelines. 

(Note: The Carlos savings group was not functioning very well with several inactive 

members and the team leader was in the process of joining an alternative microfinance 

programme) 
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GGD 2. 	15 women, members of microfinance. Pandaçan and Paco, 19 July 2002 

The women said that they joined the microfinance programme, rather than the men, 

because the men were busy working outside the area and it was easier for the women 

who were at home looking after the children to participate in the required meetings. 

They furthermore stated that it was always the women who were responsible for the 

family savings and therefore it made sense that she would join the programme. One 

woman mentioned that the husbands were "shy" and didn't want to participate in the 

programme, possibly because it was considered a female activity. 

The women felt that husbands and wives shared income and responsibilities, though 

traditional patterns very much persisted. The husband handed over his income when he 

got paid, either daily, weekly, fortnightly or monthly, minus an allowance he kept for 

himself. The size of the allowance depended on the income, but one woman said her 

husband kept half of his weekly salary of 600 pesos. However, he used part of his 

allowance for shopping for the family. Others said their husbands kept between 40 to 

100 pesos of their weekly allowances, but only used it for themselves. 

Several of the women operated a business (sideline) to supplement the husbands' 

income and make ends meet. One gave an example of the Buy-and-Sell business; she 

would buy meat bulk from the market (on credit) and sell smaller portions to individual 

households, often also on credit, thereby making a small profit. She wanted a loan so 

she wouldn't have to buy on credit from the market and save the interest rate. 

During times of economic hardship they would cut down on food, some times eating 

only once a day. Paying the rent was a top priority and they expressed a fear of 

homelessness. The women appreciated the savings component of the microfinance 

programme, more so than the loan component. However, some of them expressed 

dissatisfaction with the loans as being too difficult to obtain. 
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GGD 3. 	17 women, members of microfinance. Biran, 30 July 2002 

The women stated that the main reason for joining was access to savings accounts and 

loans. However, they also emphasised the access to scholarships and health services for 

the children, and to a lesser extent the social aspect of the group meetings as for 

participating. Those who did not take out loans had different reasons for not doing so. 

However, they were mainly financial such as not having a secure income, that business 

was slow (low season) or they were not sure that they could repay the loan. They also 

stated that life was hard (difficult to make ends meet). Only a couple of those who had 

not taken out loans had not done so because they didn't yet qualify. 

Those who had taken out loans had used the loans to augment their working capital for 

footwear production (existing businesses). However, they all faced problems paying 

back the loans because it was low season. They felt that the interest on the loan was 

very high and would have preferred a longer repayment period than the current three 

months for smaller loans. They said that the practise where if they couldn't pay the 

instalment on the loan one week, they had to pay double the following week was very 

difficult for them. 

The women view the possibility of starting a given type of enterprise to be solely 

dependent on the amount of available capital. They ranked the types of enterprises 

according to required capital (focussing only on traditional sidelines and footwear 

production and not expressing any interest in other types of business): 

200 pesos: 	Bananaque/Turon (barbeque of either meat or bananas). 

3,000-5,000 	Sari-Sari store or 

15 dozen slippers or 

5 dozen shoes 

6,000 —10,000 Mini-grocery (Sari-Sari store combined with rice dealing) or 

8 dozen shoes 

10,000+ 	Mini-grocery 

10-20 dozen shoes 
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They only considered the obstacles to this to be capital, equipment/materials and 

business permits. The latter was only relevant for the larger businesses. However, the 

Managers only allowed minor financing from other sources than the Managers' own 

(See Appendix 22). 

For the footwear sector the hierarchy was (from the bottom): 1: Rebete/Maglalapat, 

2: Supplier, 3: Agent, 4: Manager. The women considered the obstacles to moving up in 

the hierarchy as being lack of capital, equipment/materials and business permits. None 

of them focussed on marketing contacts. Nor did they view skills or training as relevant 

or essential. 

The women were asked to define the difference between child labour and "helping out" 

They saw child labour as: 

When a child who was not of proper age was working 

When he/she was using rugby or cement (adhesives) 

When they were using sharp tools 

When the work was dangerous to the health 

Helping out was: Work that was not affecting their health 

Household chores 

Making boxes and other children's activities. If they did it for others 

and made money it was still helping out because they gave the money 

to the parents and it was a way of helping the parents. 

The reasons they gave for children working was mainly financial. Either the children 

realised the situation of the family and chose to help or they were asked to help by the 

parents. A second reason was to occupy them (the children) so that they wouldn't get 

into trouble, and at the same time ensure they made money for their own schooling. 

They said the decision for the children to work was made by the parents (mother) 

together with the children, though sometimes the children decided on their own. The 

children would occasionally get hurt but it was mainly cuts and crushes (nothing 

serious), and asthmas (as defined by the parents). In addition a number of the mothers 

noticed the children suffered from loss of appetite and blamed the work. 
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GGD 4. 	Nine women, members of microfinance. Pandaçan and Paco, 13 August 

2002 

The women all engaged in some form of business (sideline), either buy and sell or food 

vending. They said the main reason was to supplement household income and if 

possible to save a little for themselves. The latter also being the reason why they would 

continue even if their husband had a good job with a high income. Their private savings 

were also used in a support network within a small group of women who borrow from 

each other to meet basic daily needs. They described it as a safety net, called 5-6, which 

ensured that they always could feed the family. The name 5-6 referred to the 20 per cent 

interest rate, which they charged each other (Close friends and relatives were not 

charged any interest). 

They tried to joggle housekeeping and sidelines by themselves, but asked assistance 

from their children, mainly the girls. They considered girls to be more reliable, as they 

didn't take money from the business unlike some of the boys. The girls also did more 

domestic chores than the boys. The boys helped out until they were about 12-13 at 

which point the women couldn't control them anymore. They got water from the pump, 

which was their main contribution to the domestic chores. Girls however, continued 

helping out regardless of age. The women also found that the boys were less likely to 

sell in the market once they reached 12-13. One said it was because they became "shy" 

at that age (possibly because it was considered a young girl's task to sell rice cakes and 

the like in the market) 

The husband handed over his income to the wife, but kept a small portion for himself 20 

— 100 pesos which constituted between 25 to 30 per cent of the income. The wife then 

had the responsibility for managing the household budget. If the husband didn't have an 

income he would get an allowance from the wife, either daily or weekly. The size of the 

allowance would depend on how well the wife's business was doing. The women said 

they didn't keep an allowance for themselves but could get it from the household budget 

should the need arise, though it appeared their priority was to feed and clothe the 

family. 
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They all felt that child labour didn't contribute much beyond a little extra money, 

though some mentioned their children had learned to fix things in the home from their 

work. Their general view was that girls should not work as they were more vulnerable 

to abuse than boys. Their perception was that boys would fight, where as girls just cry, 

so as a matter of protection, girls shouldn't work (for others). 

They said that in the case of illness it was the mother's/wife's responsibility to look 

after the sick family member. She would stop her sideline to look after the sick person. 

The possible exception was if the father/husband was unemployed and he would do it 

instead leaving the wife to continue her sideline. One woman mentioned that her 

husband was currently unemployed and he was looking after the children cooking and 

washing clothes, though it appeared to be an exception, rather than the rule. 
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GGD 5. 	39 women, three men, members of microfinance. Bit-Ian, 14 August 2002 

The participants distinguished between child labour and "helping out". In their opinion 

child labour was when the children were working to make money for the family, 

working long hours at night, using dangerous material and exposure to chemicals and 

adhesives. On the other hand helping the family was when the child was making boxes 

and doing children's tasks, helping in production but not working to make money 

(working for their parents but not directly getting paid for it). Deliveries of shoes and 

getting materials for production was also considered helping out, as was domestic 

chores. 

The participants agreed that the reason for children working was mainly to enable 

parents to meet the production deadlines and speed up work (the children acting as 

labour buffer). However they also believed that it helped the children by teaching them 

the trade and values such as helping their parents. Both the mother and father decided 

on when children should work according to the task and the gender of the children. 

They had all experienced that the children occasionally got hurt from the work, mainly 

cuts and bruises, broken bones, get fingers caught in sewing machine and getting ill 

from inhaling chemicals. 

They mainly joined microfinance for the savings component, which was seen as a buffer 

in the case of emergencies. However, they also saw the loan component as important as 

an assistance to start up businesses and increase capital of existing enterprises. They 

further mentioned the future of their children, possibly related to the scholarship 

programme and the health services, which the NGO also offered. The majority indicated 

that they mainly joined the programme for the savings and the services. Those who had 

taken out loans had used it for small businesses, either sideline or footwear production. 

The majority had not yet taken out loans, either because they had been unable to save 

regularly or because they did not dare because of low season and the subsequent 

unstable income. A few mentioned that default loaners had drained the capital of one of 

the groups and therefore they had been unable to take out a loan. Defaulting proved to 

362 



be a rather contentious issue, and had created resentment in the affected group. 

Furthermore, the participants mentioned the waiting period was too long and wished for 

faster application and approval process of the loan so it would be easier for them to time 

it so they would get the loan released during peak season. 

When asked about who assigned the tasks to the children, the consensus was that it the 

wife who instructed the young boys and the girls on what to do. Domestic chores were 

mainly the responsibility of the wife, but the girls helped out. With Sari-Sari stores and 

vending it were the girls who were mainly responsible (for looking after it) but the wife 

helped out. Boys, when they get older (12-13 years) worked with the husband or on 

their own. 
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GGD 6. 	Five women, members of microfinance. Pandaçan and Paco, 4 September 

2002 

The women said that they all constantly open and close sidelines. At the time of the 

discussion, two of them had a sideline (Sari-Sari Store). The others were not involved in 

economic activities at the time. They all expressed fear of taking out a loan for the 

business because their businesses were unstable and they couldn't be sure of the 

income. Furthermore, they felt that weekly repayment would be too high, preferring 

daily payments. They had been unable to take out a loan elsewhere because of the 

collateral requirements, which they were unable to meet. However, they expressed a 

wish for large loans, which would enable them to buy a tricycle or a stall in the market, 

which would be rented out. Domestic responsibilities prevented them from operating 

the market stall (and only men operates tricycles). But loans would be discussed with 

husbands and would be subject to his approval. They viewed microfinance as a tool for 

creating additional income, not a tool for creating a new main source of income. They 

were not the poorest of the poor, but had husbands with regular incomes. The women 

(rather than the husbands) engaged in microfinance because it was a female thing. They 

manage the household budget, the husbands hands over the income except for an 

allowance. When asked to rank their expenditure priorities they said: 

1. Rent (if applicable, three of them were owners/squatters) 

2. Electricity bills and water expenses 

3. Food expenses 

4. School expenses 

They had all asked and expected their children to help out in the business and at home. 

The domestic chores were divided according to gender. The boys got water and the girls 

helped with cooking and cleaning. The girls also helped in the business. The women 

prepared whatever was needed for the children on a daily basis, but sometimes the older 

daughter looked after the younger children. 

If they were to take out loans, they would require a co-signature, which would be their 

husband. They realised it would be a problem for single mothers but not them as they 

were all married. 
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GGD 7. 	13 women, members of microfinance. Binan, 5 September 2002 

They women said that the main reason for joining was to save up for emergencies or 

extra expenses, finding it hard to save if they had the money in their house. 

They were reluctant to take out loans because of fear of defaulting and they had 

problems fulfilling the savings requirements. However, they were interested in a loan to 

start an alternative business (during low season) but they preferred to have longer 

repayment periods if they were to take out a loan. 

On the question of who's responsible for the household budget they all agreed that it 

was mainly the woman. The only exceptions to this would be if the husband didn't trust 

the wife or if she had bad habits (defined as drinking or gambling). When it concerned 

larger amounts of money it was still the wife who was responsible for handling it, and 

she was also responsible for buying expensive items. However, the husband had veto 

rights over any such purchase. The husbands either get an allowance (about 100 to 200 

pesos a week) or take themselves an amount before they hand their earnings to the wife. 

The wives were responsible for repaying any loan, and they also claimed they had the 

last say in household financial matters (though some disagreed and said both the 

husband and the wife had the final say). Their responsibility for the household budget 

was also the reason that they rather than their husbands joined the microfinance 

programme. 

They listed their expenditure priorities as: 

1. Food (the are all owners/squatters and don't pay rent) 

2. Allowances for the children (school expenses) 

3. Petroleum, electricity etc. 

4. Children's school projects, 

5. Allowances for the fathers (extra) 

However, they said that if they had a loan, repayment would be priority number one. 

They described microfinance as being two sided. One side helped them by enabling 
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them to start an enterprise (sideline), which they hoped would be successful. On the 

other side it also was a burden, which had to be paid. They realised that it was difficult 

because the loans were small and not enough to expand or establish a large business, 

which would secure a sufficiently large income. They felt that no stable business would 

arise from the microfinance loan. 

They engaged in sidelines mainly trading such as Sari-Sari store, Buy and Sell. They 

were the one responsible for these sidelines and the ones who decided. They would 

continue the business even if the husband disagreed (though none of them had 

experienced that), because they were the ones who ran it, not the husbands. The main 

reason for the sidelines was to supplement the income and help them with daily 

expenses. 

When they had deadlines they asked the children to help out, to avoid not meeting 

production deadline. The children helped at home, in sideline and in production. They 

felt that a loan would put additional pressure on them and they would have to work 

harder along with the rest of the family. On the issue of production. During low season 

they (the household) produces 20 to 30 dozen per month (not continues production). 

During peak season they produce between 40-50 dozen to 200 dozen per month (a 

continues production). 
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GGD 8. 	Two women, members of microfinance. Pandaçan and Paco, 13 September 

2002 

The two women said that their children help in household chores regardless of gender, 

with both boys and girls doing the same type of work. However when they get older, 

they help less. The husbands also helped out with household work, but never did 

washing of clothes. However, the husbands' involvement depended on whether the 

husbands were working or not. When working they didn't do much household work, but 

when unemployed (and the wife working) they cooked and helped out. The 

responsibility for cooking lied with the mother, and the daughter(s) being second. The 

husband had the final say on household decisions. However, they would argue with him 

should he not agree with them. They also felt they had veto right over any financial 

decisions the husband made (not involving his own allowance). 

They felt that if they had a loan they would mainly be responsible for the repayment. 

However, the husband would also have a share of the responsibility because he was the 

one making the money. They expected the husband would help them at home (with 

household chores) if they had a loan, because they would be working with the business. 

However, the business would be theirs, and their responsibility. They also expected the 

older children (from 12 years old) to help out in the business. The younger ones would 

only help out with household chores. The girls were not working as much as before 

(selling on their own in the market) as they had become more reluctant to do so as they 

got older. (Selling in the market, particularly rice cakes and the like, was considered a 

young girl activity). 

(Note: The Dapo savings group was in the process of disintegrating, with the members 

unable to save and becoming inactive. The team leader had become a widow and was 

unable to continue in the programme) 
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GGD 9. 	24 women, two men, members of microfinance. Biran, 25 September 

2002 

The participants said that the responsibility for budgeting money and handling large 

amounts was generally with the wife. However, responsibility for paying back loans 

was considered shared between the husband and the wife. 

When asked to list the priorities for expenditure there was some disagreement in the 

group. However, they all agreed that food was the number one priority. Furthermore, 

they were all owners/squatters and didn't pay rent so that was not a consideration. The 

second priority was either: education related expenses or repayment of loans/credits. 

The majority agreed with was education related expenses. Third priority was medicine 

or education related expenses. If they still had money left after covering the first three 

priorities, they would use the money for savings or on more luxury type of expenditure 

such as clothing. They believed that both parents agreed on the priorities in the budget 

or that the husband didn't interfere with the wife's decision. There was general consent 

that the wife had the last say in case of conflict over budget issues (the two men 

participating agreed). 

They said that food often consumed up to half of the available budget, particularly 

during low season, and affected their ability to give the children money for school. If 

the children could not get an allowance (especially for transport) they would stay at 

home that day. 

When asked to outline responsibilities for household chores they agreed that: The wife 

was the main person responsible for the household but when cooking the children 

helped out about three or four times a week. The children also helped out with cleaning 

three or four times a week. Washing clothes was equally shared between the wife and 

the children. Looking after younger children was likewise shared between the wife and 

the older children, but the husband was helping out frequently (particularly if working 

at home). Going to the market was shared evenly between wife, husband and eldest 
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daughter, as was buying in the store. Fetching water was shared between the husband 

and the children, with the wife only doing so about once a week. 

Those who had taken out loans felt that it had helped them to support their families. It 

has augmented their production capital and enabled them to produce sandals (self 

financed production for own sale in the market). Those who had not taken out loans 

gave two main reasons for not having done so. One was that they didn't qualify, either 

because they couldn't save or hadn't saved regularly. The second reason was a fear of 

exposure to risk, particularly the repayment obligation. There was a consensus that it 

was particular a concern during low season with the members being more willing to 

take out loans during peak season of the footwear production. 

When asked if the loan would mainly benefit the woman as she was the one to take out 

the loan the answer was no. They believed it would benefit the whole family and the 

(household) production. On how a loan would be allocated there was a difference of 

opinion with about half the group stating the whole amount would be used for the 

production, whereas the other half would divided into two, half for the production and 

half for the family and to pay off other loans. When asked what was needed to start a 

new type of business the unanimous answer was capital. There was not any interest in 

training for other types of businesses outside the footwear or traditional sideline 

activities. They said that the children worked mainly to help the family to meet 

production deadlines, but also to gain experience and avoid them being lazy (or getting 

in trouble). The decision to work was being made by the mother or the child (the group 

mainly felt it was the child him or herself who made the decision to work). They were 

aware of the hazards the footwear production exposes the children to (the ILO 

awareness campaign had been conducted in their area) but while they believed the 

children should not work, they still felt there was tasks they could do (in the footwear 

production), mainly what was considered children's tasks. Regarding education the 

participants saw the benefits and wished that their children wouldn't have to do the 

same work they were doing. However, they also pointed out that when children worked 

(either in production or household chores) they helped the parents and also helped make 

sufficient money to finance their own education. 
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GGll 10. 	10 women, two men, all members of microfinance. Binan, 26 September 

2002 

The wife budgets the household expenses and she also handles larger amounts of 

savings, but the wife and the husband would both be responsible for paying back any 

loan. They listed their priorities for expenditures (estimated percentage of total budget 

in brackets) 

1. Food (50 per cent) 

2. Education expenses (20 per cent) 

3. Electricity (10 per cent) 

4. Loan (10 per cent) 

5. Various (medicine, clothing, husbands allowance) (seven per cent 

approximately) 

6. Savings (three per cent approximately) 

(They were all owners/squatters and don't pay rent). They felt that the wife had the 

main say in using the money and establishing the priorities. They also felt they had the 

final say if disagreement arose with the husband (However, this was possibly only 

related to the household budget). 

Household chores are mainly done by the wife. She is mainly responsible for cooking. 

The women estimate that the children help out or cook five to seven times a week. The 

husband less than three times a week. The wife is also mainly responsible for cleaning, 

but the children help out or clean three times a week. The husbands only once a week. 

Washing clothes is evenly shared between the husband and the wife and the children 

help out about 3 times a week. Looking after the (young) children is the wife's 

responsibility, but the eldest child (daughter) helps out ten times a week. The husband 

only once a week. Shopping, is shared between the wife and the husband with the 

children only going to the shop once a week. Going to the market is mainly done by the 

wife, with the eldest daughter and husband each going once or twice a week. 

Fetching water is shared between the mother, father and oldest son, each spending about 

30 minutes a day on this. 

370 



When asked about priorities for helping out, the women stated that they asked whoever 

they saw first. However, they acknowledge that the girls did much more domestic work 

than the boys. The women were responsible for running the household and were the 

ones allocating tasks. 

Their view on microfinance was that it helped during low season, as they could loan to 

add to their capital to keep the sideline or footwear production operational through low 

season. The main reason for women being involved was that they are the ones who 

budget the money and they had the time to participate in meetings, whereas the fathers 

were working. When taking out loans, they felt that they needed to work harder to pay 

back the loan. Low season forced them to look for production (wherever they can). 

They also look for other means of making money, such as cooking, washing clothes or 

domestic help. They would only buy the most necessarily items, cutting back on 

whatever expenses they could. 
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GGll 11. 	18 women, members of microfinance. Biran, 7 October 2002. 

The women said they joined to be able to save up money and loan. However, for a 

number of them it was as much the benefits and services which was also offered by the 

NGO operating the microfinance programme. They did not feel that they had any great 

difficulties in saving the required amount. 

They agreed that the wife was the main person responsible for the day-to-day budgeting 

of the money. The wife also was the main person for handling larger amounts (keeping 

it), whereas they also would be responsible for paying back any loans, except for large 

loans, which would be the responsibility of the husband. 

The budget priorities were: Household needs (food and clothing), education expenses, 

and credit. Credit was savings for microfinance programme, additional savings and 

paying back 5-6 and Sari-Sari store credit. However, the husbands got their allowances 

first, before the rest of the amount available is budgeted and allocated. The wife, being 

responsible for the budget was also the one who set the priorities. They estimated that 

approximately half of their disposable income went to food. 14 per cent went to 

electricity and another 14 per cent to education. ten per cent was used to repay credit, 

another ten per cent was used for various and only two per cent was used for savings in 

the microfinance programme. (The distribution of expenditure was outlined in the early 

part of peak season). 

Those who had taken out loans and who had been able to repay all stated that it was 

because they had had a steady income during the repayment period (footwear 

production had been operating). On the other hand, those whom had problems repaying 

blamed either low season or illness. 

Those who had not loaned expressed that it was either because they didn't qualify or 

because they didn't want to expose themselves to the risk. One member stated that she 

would not loan yet, because she could still make a living without it (from footwear 
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production). Furthermore, some expressed frustration that the application process was 

getting more difficult and cumbersome. 

They all felt that what was needed to start a business was capital and that was also what 

prevented them from starting another kind of business. However, the type of business 

would be either footwear production or sidelines. Only one expressed a lack of 

knowledge as an obstacle to start a different type of business. 

The women mainly saw microfinance as a means to get through low season or as 

temporarily assistance. Alternatively, they would borrow from friends and relatives to 

get through low season. They felt that when taking out a loan they had to work harder to 

pay it back, leaving household chores undone (or in the hands of other family 

members). 
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Appendix 6 

List of Focus Group Discussions 

No. Place Date Participants Main Topic 

1 Binan 23 October 

2002 

Three working children, 

two girls, one boy. 

Reason for working and 

type of work 

2 Binan 25 October 

2002 

Five men, spouses of 

members of 

microfinance. 

Household decision-making 

and responsibilities for 

household budgets. 

3 Pandaçan 

and Paco 

27 October 

2002 

Five working children, 

four girls, one boy. All 

from households partici-

pating in microfinance 

Reason for working and 

type of work 

4 Binan 28 October 

2002 

Two working children, 

both girls and from 

households participating 

in microfinance 

Reason for working and 

type of work 

5 Pandaçan 

and Paco 

29 October 

2002 

Five women, members 

of microfinance but not 

taking out loans 

View of microfinance and 

reasons for not taking out 

loans. Education of children 

6 Binan 7 November 

2002 

Four women, members 

of microfinance and 

loaners 

Use and impact of loan 

7 Pandaçan 

and Paco 

8 November 

2002 

Three women, members 

of microfinance and 

loaners 

Use and impact of loan 

8 Pandaçan 

and Paco 

9 November 

2002 

Nine working children, 

all girls 11 to 13 years 

old from both 

participating and non-

participating households 

Reason for working, type of 

work and labour distribution 

in household 
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9 Pandaçan 

and Paco 

9 November 

2002 

Three men, husbands of 

members of 

microfinance 

View on microfinance, 

labour distribution, 

responsibilities in 

household and education 

10 Binan 11 November 

2002 

Four women, members 

of microfinance and 

loaners 

Use and impact of loan 

11 Binan 11 November 

2002 

Three women, members 

of microfinance and 

loaners 

Use and impact of loan 

12 Pandaçan 

and Paco 

17 November 

2002 

Three women, members 

of microfinance and 

loaners 

Use and impact of loan 

13 Binan 18 November 

2002 

Nine women, members 

of microfinance but not 

loaners 

View on microfinance 

reasons for not taking out 

loans 

14 Pandaçan 

and Paco 

19 November 

2002 

Five women, not 

members of 

microfinance 

Economic activity, loans 

child work and education 

15 Pandaçan 

and Paco 

21 November 

2002 

Eight women, members 

of microfinance but not 

loaners 

View on microfinance and 

reasons for not taking out 

loans 

16 Binan 22 November 

2002 

Nine full time working 

children, all boys from 

10 to 16 years old. 

Reason for working, type of 

work and labour distribution 

in household 

17 Pandaçan 

and Paco 

23 November 

2002 

Three men, husbands of 

members of 

microfinance 

View on microfinance and 

labour distribution and 

responsibilities in 

household 

18 Pandaçan 

and Paco 

23 November 

2002 

Five working children, 

all boys aged 14 to 17 

Reason for working, type of 

work and labour distribution 

in household 
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19 Pandaçan 

and Paco 

24 November 

2002 

12 working children, 

four boys, eight girls 

aged 8 to 17 

Reason for working, type of 

work and labour distribution 

in household 

20 Binan 25 November 

2002 

Four men, husbands of 

members of 

microfinance who have 

taken out loans 

View on microfinance and 

labour distribution and use 

of loan 

21 Binan 25 November Three women, members Use and impact of loan and 

2002 of microfinance who 

have taken out loans and 

have working children 

children's role in economic 

activity 

22 Pandaçan 29 November Five women, not Economic activity, view on 

and Paco 2002 members of 

microfinance 

loans and child labour 

23 Pandaçan 29 November Five women, members Economic activity, view on 

and Paco 2002 of microfinance not 

loaners 

microfinance and reasons 

for not taking out loans 

24 Pandaçan 2 December Two women, members Use and impact of loan 

and Paco 2002 of microfinance and 

loaners 

25 Binan 3 December Nine women, not Economic activity, view on 

2002 members of 

microfinance 

loans and child labour 

26 Binan 3 December Five men from Economic activity, view on 

2002 households not member 

of microfinance 

loans and child labour 

r 
27 Binan 3 December Six full time working eason for working, 

2002 	children, two girls and 	work and labour distribution 

four boys 11 —17 years in household 

of age 

28 Pandaçan 

and Paco 

7 December 

2002 

Two full time working 

children (both boys) 

Type of work and reason for 

working. View on work. 
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Appendix 7 

Resume of Focus Group Discussions 

FGD 1. 	Three working children. Biran, 23 October 2002 

(Two girls, one boy, all 10 to 15 years of age) 

The children said that they work to help their parents, both by doing household chores 

and through work. Their work was divided according to gender; girls were responsible 

for cleaning the house, cooking and cleaning. Girls also worked in footwear production, 

helping the women (mothers). Boys fetched water, wrapped and cleaned shoes and 

helped the father in his work. They all work outside the house as in addition to helping 

out at home. The mother got all the money they made working for others. In some cases 

the mother got the girl's wages directly from the employer. The boy felt that bringing 

home money increased his say in the household. 

Their work at home was directed by both of the parents. The mother instructed them on 

household chores and the girls to helped her out with her footwear production. The boy 

was being told by his father what to do in the footwear production. Sometimes the 

father also instructed to do household chores. The boy's work in the market was not 

supervised by a parent, but he was expected to bring home an income. The boy made 

excuses for his parents saying they were ill and couldn't work much. 

The children expressed that it was an obligation to work to support the family. The 

oldest girl felt that her work could help her continuing her schooling. The children said 

they did not have a problem that their friends knew they were working, because they 

were in a similar situation. The main effect of working was that they get tired, 

particularly the boy who also worked in the market at night and slept during the day. He 

also felt that this work caused him to drop out of school, because of the obligation to 

make money. 
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FGD 2. 	Five men, spouses of members of microfinance. Biran, 25 October 2002 

The men said that it is the women who participate in microfinance programmes because 

they are responsible for the household's finances. They get the income the men make 

and budget the money. The men also stated that they were always busy with work and 

therefore could attend the meetings. 

They considered the women to have a responsibility to make ends meet. While the men 

did not oblige their wives to work, they expected that the wife would meet any shortfall 

between the husband's income and household expenses. There were more opportunities 

for women (jobs which the men considered women's activities and didn't want to get 

involved in). Regardless of the woman's status as responsible for the household budget 

and her own income, the men were adamant that it was the man who had the final say in 

any household decision. This was due to their status as the head of the household. They 

pointed out that it was more important who gave the money than who handled it and 

that they therefore had the final say. This was even if the women had a sideline, which 

contributed to the household income because; it was not considered the main income 

source. The men hand over their income minus a small amount they keep for 

themselves. The amount depends on how much they make. 

They men also helped with the household chores. They made snacks; helped with 

washing dishes and washing clothes on Saturday and Sunday. They also went to the 

marked, but mainly for input for the production. They said their children were 

encouraged to help out in the household production, but not forced. The reason was that 

helping out prevented the children from getting into trouble, by keeping them busy. The 

children would normally start when they were five or six years of age. The tasks the 

children did depended on their gender, with boys working with the men and getting 

water and sometimes doing the dishes. Girls worked with their mother and cleaned the 

dishes, washed clothes and cleaned. The children particularly helped out when there was 

a production deadline. The education priorities were for the oldest child, regardless of 

sex. If they couldn't afford to send all children to school it would be the oldest child 

who got to go first, and the others followed once the first child had finished. 

378 



FGD 3. 	Five working children. Pandaçan and Paco, 27 October 2002 

(Four girls, one boy, all between 11 to 15 years of age) 

The work the children did was divided according to gender. Girls were supposed to help 

their mother, whereas boys got water and make money (by collecting garbage). 

However, the girls also brought home money from domestic work and selling in the 

market. The girls kept about half of their earnings from domestic work for themselves. 

The girls all felt that they were a headache to the mother when asking for money for 

school, particularly school projects. When possible they would save their allowance so 

they didn't have to ask for money for projects. The boy also expressed a feeling of guilt 

to have to ask, but made money from collecting garbage. On occasion they experienced 

that their mother couldn't give them money for school, which caused them to stay at 

home that day. Money was given in the morning by the mother on a first come, first 

serve basis. 

They did not express any opposition to working as it helped the parents and they liked 

to give money to parents. Three of them (two girls, one boy) felt there was more pride 

in bringing home money, whereas two (girls) felt it was better to do household chores, 

because that was a girl's responsibility. Both parents told them what to do regarding 

household chores, though it was mainly the mother. The girls felt that they get scolded 

for not doing their chores, whereas they didn't believe their brothers get scolded for not 

brining home money. The older girls said their brothers (13-14 years of age) sometimes 

stop working (if collecting garbage). 

They all said that they got tired from working and that it caused them to miss school. 

That together with the days when they don't have an allowance amounts to on average 

one day a week. The girls were also on occasion asked to stay at home from school to 

look after younger siblings, a task not given to the boy. This was mainly when the 

mother had things to do outside the home (either working or going to the market). The 

girls were reluctant to give an estimate of how often that happened. 
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FGD 4. 	Two working children. Binan, 28 October 2002 

(Both girls, and both 17 years of age). 

The two girls were both the oldest daughters in their household. They worked to help 

their parents, mainly the mother. Their mothers didn't have to ask them to do household 

chores; they knew what they had to do. Their fathers occasionally asked them to do 

specific chores, such as ironing. They both worked in footwear production, helping the 

mother, whenever the household had to meet a deadline 

They didn't go to school anymore, and therefore had more household work than the 

younger sisters who attended school. They had both finished primary but not high 

school. They did more household work than their brothers, who mainly got water. The 

girls also got water but that wasn't often. The younger brothers only did household 

work when told to. They hadn't been able to find any work outside the household 

(possibly they were not looking during peak season as they would be working for their 

parents at that time) 

They talked freely to their friends about the work and household chores they do. Their 

friends are in similar circumstances. One felt that the older brothers got more praise 

than she. The other didn't get any praise for the work she did. They both felt that the 

parents listened more to their brothers, especially the older ones, than to them. 

They both felt that it is important to help out and that it was their responsibility to do so, 

particularly the household chores. One felt she assists the mother (and wanted to help 

her), the other felt her work benefited the whole family. 

(Note: The discussion was cut short by the arrival of a female member of the 

microfinance programme who corrected the girls whenever she didn't agree with their 

statements) 
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FGD 5. 	Five women, members of microfinance. Pandaçan and Paco, 29 October 

2002. (Not loaners. All have children that are working) 

The women expressed a fear of taking out loans as they didn't know enough about 

running a business and also felt constrained by a lack of skills. Furthermore they were 

fully aware of the limited profits in the sidelines they could operate. They also feared 

that the money would go to different family members with only a small portion being 

left for any income generation activity. They had problems qualifying often being 

unable to save and felt the 12 weeks savings requirement was too long. They also 

perceived the requirement to attend meetings and seminars as a problem, in addition to 

the savings. With the Bombay there was fast access to loans, if you qualified. They 

borrow from neighbours, friends and relatives and pay back when they can. Likewise 

they also provided loans when they could, normally with interest, referred to as 5-6. 

They feared defaulting on a microfinance loan as that would lead to loss of credit from 

Sari-Sari stores and neighbours, and give their family a bad name. They furthermore 

feared that it could result in homelessness. However, if they ever were to take out a loan 

they would consult with their husband before doing so. It would be the responsibility of 

the woman to pay it back though. The husbands were not consulted whenever they took 

out loans through 5-6. 

They felt their most important role was to take care of the household, and look after the 

men when they came home tired from work. However, the sidelines were also the 

women's responsibility. They expressed the sentiment that the men worked outside the 

home for many hours and had done their bit. A man was not supposed to work in a Sari-

Sari store or food vending. That was a woman's responsibility. In general there were 

more things a woman could do than a man (of income generating activities). However, 

the usefulness of a MSE to support the children's education depended on the size of the 

family. With only few children one could make enough to cover their school allowances 

everyday, but if one had many there would not be enough to support them all. 
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The educational goal was to get the children through high school. The women felt that 

the boys were the priority (in terms of education) because they could take care of 

themselves and work and make money, and thereby supporting the family. Girls on the 

other hand they saw as weak and with less of a chance of getting employed. They also 

expressed a concern about the safety of girls if they were working late a night. 

However, if they had the money, all their children would be allowed to attend high 

school. When the girls stayed at home on the days they couldn't get an allowance for 

school they would help with the household chores and business. Boys on the other hand 

were preferred to be in school as "they only got into trouble" if they stayed at home. 
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FGD 6. 	Four women, members of microfinance. Binan, 7 November 2002 

(All loaners, Loan size 5.000 — 8.000 pesos) 

The women were all involved in footwear production and had all taken out loans to 

supplement their working capital in the production. However, they had used a portion of 

the loan, between 1/3 and 'A, for other purposes. 

Two of the women did not have a manager and therefore relied on the loan to finance 

their production of bargain sandals. The access to the loan had made them less 

dependent on loans through the informal credit network (5-6) for production financing. 

They all did calculations on the production and their profits, but low income meant that 

they were forced to use part of the money for household expenses, which gradually ate 

up the capital. Whatever they had left was used for the household during the low season. 

The consequence of defaulting would be loss of credit from Sari-Sari store, and the 

household getting a bad name, thereby getting excluded from the informal credit 

network. However, they all knew of people who had defaulted but who could still get 

credit. It was felt that if a woman couldn't pay her dues, it firstly reflected badly on her, 

secondly on her household. They all had problems paying their loans because they tied 

up the capital in materials for footwear production. If they couldn't sell their produce 

they couldn't release the capital. One woman invested in a Sari-Sari store. The working 

capital had all been used and the shop closed, but she still had two months left of loan 

repayments, taking the money from the household's day-to-day budget. 

The women said that they rather than the men were members of microfinance because 

they were the ones operating the sidelines, and responsible for the household budgets. 

They would only ask their husbands for assistance if they couldn't pay back the loan, as 

it was they who had taken it out and therefore it was their responsibility. However, the 

part of the loan, which went to the production, was shared with the husband financing 

part of his production. 
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The extra work from making money to repay the loan fell on the women. (The group 

interviewed, with one exception, all had very young daughters who couldn't help out, as 

they were younger than six years old). 

In terms of sidelines they preferred a Sari-Sari store, as it ensured they had money 

everyday and if necessarily they could eat of their own stock if the income failed. When 

they had a production they would only get paid once a week, and would often run out of 

money by the end of the week just before payday. 
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FGD 7. 	Three women, members of microfinance. Pandaçan and Paco, 8 November 

2002. (All loaners, 8.000 to 10.000 pesos) 

The women had taken out loans from microfinance to supplement the working capital of 

their sidelines. They initially started their businesses with money from their own 

savings or support from adult children. Two of them operated a Sari-Sari store and the 

third had a buy-and-sell. The Sari-Sari stores now had less stock than just after they got 

the loan as the money wasn't fully reinvested (One had bought a pig with part of the 

loan). However, the Buy-and-Sell had the same level of stock. The woman operating the 

buy and sell would go to the market every 15 days and invest about 3,000 pesos (Her 

husband got paid every 15 days). The two operators of the Sari-Sari stores would go to 

the market every day and every second day and spent 300 and 500 pesos respectively to 

replenish stocks. 

They did not have any problems in repaying the loan but they all relied on household 

members or used own savings to repay loan. They had all experienced to have closed 

down businesses when they ran out of working capital and had instead opened 

something less capital intensive such as bananaque and started to accumulate enough 

capital to re-start the original business (before the microfinance loan). They had never 

taken out loans from Bombay or 5-6 to get working capital for the stores as the interest 

was too high and they didn't really need it. However, they expressed an interest in 

taking out additional loans for investment in a new business (tricycle and rice dealer). 

Common for all three was that they were not dependent on their sideline. Two of them 

have close family members overseas who sent back money. The third's husband had 

formal sector job and she used the sideline to accumulate savings. They said 5-6 was 

when you borrowed short-term from a neighbour or relative without any collateral but 

your name. It was mainly money that was borrowed, but could also be rice or food. 

They didn't need to use 5-6 as they had sufficient capital (though they sometimes lent to 

others). 
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FGD 8. 	Nine working children. Pandaçan and Paco, 9 November 2002 

(All girls, 11 — 13 years of age) 

The children identified their main responsibilities as to cook, clean and look after 

siblings. They felt that they do the household work to assist their mother. I-Iowever, 

when they work in the market (mainly selling things) they felt that that was for the 

family and themselves. They give all they make to their mother who in turn gives them 

daily allowances for school. They saw it as a girl's responsibility to help the family 

(mother), whereas boys only get water. However, the boys are instead supposed to work 

and make money. 

They all expressed the feeling that boys did not realise the financial situation of the 

family and how much the family needed the money but that they, the girls did. Instead 

the boys kept part of their income for themselves and used it to play computer games. 

The girls felt they knew the situation of the family as they spent more time at home and 

had seen their parents fighting over money. Apart from attending school or working in 

the market, they spend most of their time at home. 

They couldn't agree on what they preferred to do, household chores or making money. 

However, their preference was based on what they felt was most important: to learn to 

run a business or a household. However, they all stated that they felt the most important 

contribution was to bring home money to the family, than to do household chores. They 

also felt that their brothers' contribution to the family was more important than their 

own, as their brothers brought home money. 

They did not mind asking their mother for school allowances as they brought home 

money themselves. However, when having to ask for larger amounts, such as for school 

projects or uniforms and books, they did feel like a burden to their mother. They would 

try to compensate by working more and bringing home more money. They didn't 

believe that their brothers had the same feeling of being a burden when asking for 

allowances. 
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Daily allowances were given out in the morning, and they said it was the oldest child 

who got first, because that child would finish school the soonest and be able to help the 

family. Larger allowances were given on an "as needed basis". However, they felt that 

their brothers had priority with regards to project expenses; leaving them without 

allowances on the days their brothers got money for projects. 

The reason for not getting an allowance was either that they had not brought home 

enough money, or that their mother had used it to cover everyday household expenses. 

They had all experienced that they did not get an allowance for school but that their 

(younger) brothers did. One said it was because her brother brought home more money 

than she did. They expressed anger over the preferential treatment but had never 

confronted their mother or complained, they feared the mother's reaction should they 

try. They were on average absent from school once or twice a week because they were 

either tired from working or because they didn't get an allowance. 

They worked an average of about five hours a day selling in the market, in the afternoon 

and evening after school and around nine hours a day during the weekend, in addition to 

household work. However, they did not necessarily work every day in the market. 

They didn't talk about their work with their classmates. Only their closest friends know. 

They all expressed a fear of being teased and bullied for being poor and were ashamed 

when they met someone they knew while working in the market. Six of them had 

experienced to have money or products stolen from them in the market. They would get 

severely scolded by their mother when this happened (even beaten). If possible they 

would cover the loss with their own money, to prevent their mother from finding out. 

(Rice cakes are sold in boxes, making it easy for the mother to calculate the profit). 
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FGD 9. 	Three men, spouses of members of microfinance. Pandaçan and Paco, 9 

November 2002 

The men all stated that it was the women who joined the microfinance because they (the 

women) didn't work but the decision to join was made together. The men didn't see any 

significant advantage in the savings programme or loans. Rather they only viewed the 

scholarships as the only advantage of the programme. However, two of them discussed 

with their wives what to use the savings for. The men all expressed the right to veto any 

loans by the wives through the microfinance programme, but also stated that they 

wouldn't object should the wives wish to take out a loan. The wives borrowed from 5-6 

and the Bombay without asking the men (The men didn't know if the women actually 

had used the Bombay's services). The men would not loan, as it was a women thing. 

However, if they needed money, they would ask their wives, who in turn might take out 

loans on their behalf. The men believe the main consequence of defaulting would be 

gossip and the family getting a bad name, though it mainly reflected badly on the wife. 

The money they made they gave to their wives, except for an allowance for themselves. 

They all felt that it was important for the wives to be engaged in some kind of income 

generation as the men had irregular jobs. However, the men expressed the wish that if 

they had regular jobs they would expect their wives to focus on the children and not 

have a sideline. The wives budgeted the money, but if it involved a large amount of 

money such as purchase of an expensive item, the men decided. The wives were free to 

decide on the use of the income from their sidelines. The men considered it to be small 

amounts, which were used for household purposes anyway. If they (the men) do not 

have jobs or do not make any money, they get allowances from their wives. However, 

they complained that their wives hassle them when this happened and they had to 

explain what they wanted the money for. Also, while sidelines are for women, the men 

will do whatever they have to if the household is facing hardship. 

They all expressed a preference for sending boys to school. They said one reason for 

that was that a girl would just go out and find a boyfriend and leave home, whereas a 

boy would stay at home and help out the family financially after he graduated. A second 
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reason was that boys only needed a high school diploma to find work, whereas they 

believed that girls needed to attend college in order to find work, which was a much 

greater investment. They all stated that their wives shared their opinion on education 

priorities. 

In terms of younger children's contribution to the household income the men all stated 

that they had no expectations but found that their children wanted to help out regardless 

of age or gender. 
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FGD 10. 	Four women, members of microfinance. Binan, 11 November 2002 

(All loaners, loan size: 5,000 — 8,000) 

The women had all taken out their loan during high season, though this was a result of 

the availability of loans rather than intentional. They all claimed that the full amounts 

were invested in the businesses, all which were existing businesses. As the loans were 

released during high season they did not feel that they were desperately needed, but they 

helped them through low season. If they hadn't gotten the loans they would have had to 

find other types of employment during low season to make ends meet. The loan had 

been divided between their business and that of their husbands (except for one who used 

all the money for her own business). Repayment was perceived to be a family 

responsibility but mainly the wife as she is the one responsible for the household 

budget. They all felt that it was a woman's responsibility to have a sideline, though it 

would be discussed with the husband. They all expressed the sentiment that women 

were more concerned with the household budget and making ends meet than the 

husbands and therefore it was up to them to supplement the income of the husband. 

Furthermore, they all expressed the importance of having their own independent source 

of income, not dependent on their husband. They saw the main benefit of a sideline such 

as Sari-Sari as making it easier to pay school allowances and other daily expenses. 

If they defaulted they believed the consequences would be gossip and a bad name. 

Defaulting would mainly reflect badly on the wife, but also the husband and the family 

as a whole. Getting a bad name would result in getting excluded from the 5-6 network 

and being unable to buy on credit from the local Sari-Sari store. They also expressed a 

fear of having household belongings repossessed if they defaulted on loans. This 

applied not only to microfinance loans, but any loan including Bombay and 5-6. They 

all expressed a need for new loans as the original capital had been consumed and the 

wanted to start up sidelines again. Those of them who had invested their loan in 

footwear production only felt a limited impact on their savings from the loan or income 

for own use, whereas the woman who had invested the full loan in her own business felt 

the loan had had a positive impact on both her savings and income. 
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FGD 11. 	3 women, members of microfinance. Bifian, 11 November 2002 

(All loaners, loan size: 3,000 — 8,000) 

The three women had all invested their loan in their business but had used between 1/3 

and Y2 of the money on other household expenses. The loans were invested in Sari-Sari, 

food vending (new business) and footwear production. The Sari-Sari store had run out 

of stocks and the loan was used working capital. One said that her food vending 

business would not have started it if she could not have taken out a loan from 

microfinance and she would have had to make due with whatever extra work she could 

find. This woman also stated that she wanted her children to learn more than just 

footwear and had them actively involved in the running of the food vending business. 

They all saw both the husband and the wife as responsible for paying back loans, 

because while they pay it, the husbands were responsible for handling over their 

income. They stated that they needed to get the loan during the footwear production 

high season; because it was during this that they were able to pay it back. During the 

low season they try to spend less money, cutting back on what there was to cut back on, 

and they took whatever extra work they could find and used their savings. 

They felt it was a wife's obligation to have an income, either through footwear 

production or a sideline, to help make ends meet. But any activity was discussed with 

the husband. They also felt it was important for a woman to have her own income, 

because the husband often would not make enough. An important aspect for women of 

having their own income is savings for emergencies and other expenses. They also 

expressed the view that a business was insurance, should the husband leave them or fail 

to hand over his earning. They also saw the business as an instrument for them to be 

able to purchase things for themselves (or the household) with the income, as they alone 

controlled that income. The start up of their sideline would not have been possible if not 

for the microfinance loan. 

They did not feel that having a business or contributing to the household income had 

any impact on their say in the household. The husband was still the head of the 
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household and an increased financial contribution from the wife would not make him 

listen more. They felt that the loan helped a bit in increasing household savings, but 

mainly it just went to the business and household expenses. They perceived the loan as 

being for the household, even though it was used for the business. They felt the loan did 

help them (initially) in the low season. They all experienced cash flow problems and 

were sometimes unable to give their children allowances for school. However, the loan 

had had a positive impact short term on the children's allowances. 
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FGD 12. 	Three women, members of microfinance. Pandaçan and Paco, 17 

November 2002. (All loaners) 

The women had all invested in existing businesses. Two of them would have borrowed 

from Bombay instead (small loans only) if they couldn't have taken out a loan from 

microfinance. The third had a husband overseas who sent money home and she could 

have found other ways if the loan had not been possible. While a loan from the Bombay 

would be more expensive, the repayment was limited to 30 pesos a day. A loan from the 

Bombay would also be almost entirely allocated to business purposes and little if none 

of it spent on household expenses. They only would take out a loan from the Bombay if 

the husband did not have a regular job because they then needed to help him out 

financially. However, the loan would be small, not more than 2,000 pesos. After they 

had taken out loan through microfinance they did not use the Bombay anymore, mainly 

because they felt they could not service two loans at the same time. They felt that the 

main advantage of microfinance relative to the Bombay was that the interest was lower. 

In their opinion, the main consequence of not repaying would be loss of credit from the 

Sari-Sari store and exclusion from 5-6. They however did not believe that these 

consequences would occur if one only missed a payment or two, but only if one totally 

stopped servicing the loan. 

They only saw the husbands as responsible for paying back the loan solely in the sense 

that they were the main income earners and they gave their salary to their wives who 

were responsible for the household budget. The husbands didn't give extra or work 

more when the women took out loan. They saw the sidelines as a wife's obligation, to 

meet the needs of the family and save for an emergency. Running a sideline was part of 

their perception of being a good wife. However, they also saw it as important that the 

husband did not know of any savings, they may have made, stating that if he knew he 

would use it. Whenever one of their husbands needed a loan, he would ask his wife to 

obtain it through 5-6. However, sometimes they would give him money from their own 

savings but let him think it was a loan from a neighbour. That way there was a greater 

chance of him paying it back to her. 
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The women were responsible for joining the microfinance programme, however they 

always discussed it with their husbands before they took out a loan (though not 

necessarily before joining the programme). They didn't want large loans, and all 

expressed the right to veto large loans, should the husband try to make them obtain 

them. 

On the education priorities they all agreed it was the oldest child who had priority for 

attending school regardless of gender (however the priority was only up to and 

including high school). 
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FGD 13. 	Nine women, members of microfinance. Binan, 18 November 2002 

(All non-loaners) 

The women's main reason for joining had been to save. The priorities for the savings 

was for education, health and emergencies and possibly to augment capital in their 

footwear production (longer term goal). Four of the women expressed a desire to take 

out loans, but either, loans were not available or they had been unable to save the 

required amount. Five of them were inactive because they had been unable to save. 

They however continued to participate in the weekly meetings. 

They all worked extra during the low season, doing whatever they can find, and they all 

agree that the wife is responsible for covering any gap between the husbands income 

and family expenses. They controlled the household budget (daily expenses, not larger 

amounts). They did not feel that microfinance has any effect in helping to fill that gap, 

as it is only their own savings. However, they see the main reason for the gap as being 

their children and the cost of raising them, a cost which the NGO that also runs the 

microfinance programme helps to cover though various social service programmes. 

The husbands knew they were members of the microfinance programme and also knew 

how much they have saved. The husbands sometimes told them to borrow money from 

5-6 for production or household expenses. As they (the women) took out the loan, they 

were responsible for paying it back. They believe the greatest consequence of defaulting 

on a loan or not paying the Sari-Sari store is loss of credit and exclusion from 5-6. They 

credit from the Sari-Sari store about two to three times a week, mainly because the 

money they get from the manager runs out before the end of the week (when they get 

paid again), leaving them unable to pay for food. 

They prioritise schooling for their children and agree if they could only afford to send 

one to school it would be oldest regardless of sex. They also believe their husband's 

share their view. 

395 



FGD 14. 	Five women, not members of microfinance. Pandaçan and Paco, 19 

November 2002. (Poorest of the poor) 

The women said they were not members of microfinance because they didn't want any 

loans and their income was hardly enough to cover their daily expenses, leaving no 

room for savings. Their inability to save left them highly depended on 5-6 for any larger 

expense. They all felt that it was the large number of children they had, which left them 

unable to save anything. When asked to rank their budget priorities they said it was: 1 

Food; 2 Education allowances; 3 electricity and miscellaneous. Electricity was billed 

every 30 days for those who have a legal connection. Three of them credited from the 

Sari-Sari store. The two who did not credit from the Sari-Sari store were not able to (not 

being credit worthy). 

They didn't feel that they had a problem with budgeting the money. The problem was 

the general income level; they were unable to make ends meet. They didn't see 

microfinance as a tool for covering the gap. They believed it would only be another 

potential headache and that even if they got a loan, they would be forced to spend part 

of it on the household, which would only leave them with a small amount for starting a 

business and not enough to repay the loan. 

Furthermore, the two who could not get credit from the Sari-Sari store feared gossip. 

They also believed there would be an expectation from whoever they owed money that 

they would get repaid should they take out a loan which would leave them with little 

capital to a start up of an enterprise and make it even more difficult. They all felt that 

their husbands would not want loans either. However, they were adamant that if any 

loans were taken out it would all be under their control with nothing going to the 

husbands. They instead relied on 5-6 and relatives and paid it back whenever their 

husbands got paid, in continuous circles. 

They said that their reluctance to loan was also a result of their limited options for 

starting a business. They were aware that whatever they could start would be operating 

in a market, which was already saturated. They expressed an interest in training 
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enabling them to start other types of businesses and would be more inclined to take out 

loans after training. However, they stressed that the loans should be small, only up to 

2,000 pesos to limit their exposure. They would instead expand their businesses by 

reinvesting profits. 

They all had working children or former working children (who were now 18 years of 

age or older). The main reason for the children to work was to contribute to their own 

school allowance. However they saw the possible negative impact of microfinance on 

the household as much greater than any negative effect of children working. They did 

not ask their children to work extra when there was loss of income or an emergency as it 

was the mother's responsibility to raise any extra income. However, they expected their 

children (the daughters) to do more work whenever the mothers were busy. 

They did not have a priority for their children's education. It was the oldest regardless 

of gender who got to go to school. However, that was only until high school. 

Furthermore they agreed that a boy could get a good job with only a high school 

diploma whereas the girls generally needed at least first year college. 
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FGD 15. 	Eight women, members of microfinance. Pandaçan and Paco, 21 

November 2002. (Non-loaners, poorest of the poor) 

Half of the women said that they mainly joined the microfinance programme because of 

the possibility for getting other benefits such as scholarships for their children. The 

other half joined for scholarships, savings and the social aspect (meetings and 

seminars). 

None of them wanted a loan, but only wanted to save. The main reason for not wanting 

loans was the fear of repayments or inability to repay. Instead they would like to save 

and maybe when they had saved a sufficient amount they would then take out a loan 

with the savings acting as a buffer to be used if their income failed. None of them had 

told their husbands that they were entitled to take out loans. While they were all 

married, their husbands all had irregular jobs, which increased the chance of defaulting 

on a loan should they ever take one out. Furthermore, none of them qualified for a loan, 

as they had not been able to save the required amount. They did not see training or other 

support services as significant in assisting them to take out a loan or starting a business. 

They felt that they already knew how to operate a business and make money from it. 

They did not fear the gossip if they would took out a loan, as they would only take it out 

if they were certain they could pay it back. However, they acknowledge that any 

defaulting would affect the households credit status. Any defaulting would mainly 

reflect badly on the mother because it is her who budgets the money and her who 

borrows through 5-6 and from the Sari-Sari store. 

The wives had sidelines to make ends meet, which was their responsibility. Their 

husbands didn't operate sidelines because there are very few they could do. The women 

on the other hand felt it was easier for them to make extra money. They saw the 

obligations of the children as mainly doing household chores, though they also worked 

collecting garbage and selling in the market. 
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The women had all experienced not to be able to give school allowances to their 

children. They also stated that it was easier for boys to make money on their own for 

their schooling. However, when the mothers gave out allowances in the morning there is 

no difference, everyone gets an even amount. They didn't agree that the priority for 

schooling is the oldest child. They believe it depends on the ability of the child him or 

herself and what they want. 

They agreed that a child who brought home money got praise, but no special privileges. 

However, the children would get more praise for bringing home money than for doing 

household chores. 
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FGD 16. 	Nine working children (all boys). Biran, 22 November 2002. 

(Full time child workers, from 10 to 17 years of age) 

The boys all said that the reason why children work was to support their families. Those 

of them who had gone to school stopped because they couldn't afford to continue (they, 

the children, didn't have the money). Furthermore, they needed to help out the family 

when the parents didn't get an advance from the manager (during low season). They all 

stopped their schooling relatively early, if they ever got to go. The highest achievement 

was 5th  grade. Their sisters were going to school, both older and younger. The younger 

ones in particular were studying, as were also younger brothers. Several of them 

expressed an envy that their sisters got to go to school. However, they didn't mind that 

their younger siblings get to go to school as they are only young and they (the boys) are 

adults. Their long-term dream was to be tricycle drivers (all of them). 

Their work didn't change with the seasons. They all worked outside the home, and their 

parents all had footwear production at home. They worked in the market as porters and 

one was working as a tricycle driver. The boys were never told to work, but were 

encouraged by their parents (mainly the mother). They all found their work through a 

friend. They felt that the main effect of working was that they were tired, but they felt it 

was all worth it when they got paid. They had all experienced having money stolen 

from them in the market. They didn't tell their parents out of fear from being beaten. 

Some of them had also experienced being hit by cars in the market. It had never been 

seriously enough for any of them to go to the hospital, but the drivers had paid them 

small compensations. Occasionally a storeowner would accuse them of theft, but they 

didn't consider that a serious problem. With regards to household chores they said that 

boys were supposed to get water and clean the toilets in addition to making money. 

Girls were supposed to clean and wash clothes. They were fixed things they had to do. 

The boys (most of the them) got praised when they brought home money, and they 

stated that it helped them to feel more like an adult by contributing to the household. 

The girls also got praised for their household work. Their opinion was divided on what 

was most important for a boy. It is either to work or to help the parents in the 

household. For girls the boys' opinion was clearly that their obligation was to do 

household work, not to bring home money. 
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FGD 17. 	Three men, spouses of members of microfinance. Pandaçan and Paco, 23 

November 2002. (Poorest of the poor) 

The men expressed little knowledge of the microfinance. They were not aware as to 

why their wives had joined the programme and they had not been consulted. They were 

not aware of the savings, though they heard about the scholarships and loans. The men 

all agreed that the reason why the wives joined and not them was because they (the 

men) were busy with work and it is the wives who were responsible for the daily budget 

anyway. Also the wives had better time to participate in meetings. They didn't save up 

for emergencies or other expenses that they considered the wives' responsibility. It is 

also the wives who were responsible for making ends meet but the wives would let them 

know what they did to make ends meet. 

The men didn't have any specific ideas for starting a business, though they were all 

considering it because they had all been unemployed between two to three months. 

Their ideas range from fish sales to Sari-Sari (All normally considered women's 

activities). They estimated they needed from 3,000 to 10,000 to start such a business. 

They wanted bigger loans. They said their wives only want small loans because they 

didn't calculate all the costs and the money, which would go to the family leaving only 

a small amount for the actual business, causing it to fail. They (the men) however, 

didn't fear repayment because they felt they had the knowledge needed to start a 

business. Also they had jobs (occasionally) so they can pay back bigger loans so they 

are not afraid of repayment. Women always though of small business whereas men 

think of big business. 

If they took out a loan, they would pay the instalment before they gave the remaining 

money to the wife. They expressed the belief that the difference arose from positive 

thinking. They (the men) were confident in that they could repay a loan because a big 

loan means big profit so that would not be a problem. They would access loan even 

without regular jobs. They again stated that big loans ensured a successful business; 

larger profit meant they wouldn't have to use the working capital for the household. 
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The consequence of defaulting in their opinion is loss of credit from informal sources 

such as 5-6 and Sari-Sari store. They were very patient with their wives now that they 

were unemployed because the wives were the one bringing home the money. They got 

allowances from their wives when they don't have jobs. They didn't blame the wife 

when they could only eat once a day. It happened for most families and can't be blamed 

on the wife or the husband; it was just the way things were. 

Their children were all working except for those who were too young. They allowed the 

children to work but the children had started by themselves. It taught them to become 

independent and also earned them money. The older children gave the money they made 

to the mother. They agreed that schooling priority was for the oldest child, regardless of 

sex. 
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FGD 18. 	Five working children (all boys). Pandaçan and Paco, 23 November 2002. 

(One full time working child, four part time, from 12 to 17 years old) 

The children said they worked to support the family and to make money for their own 

school allowance. They didn't tell their classmates that they were working, because they 

were afraid of getting teased, especially by those of their classmates that were not 

working. Their friends in the neighbourhood knew they were working but that was not a 

problem as they would understand. 

They said that they went to school more often now, after they started working because 

they had money for allowances. However, what they made was not quite enough, as 

they had to give part of their money to their mother. They felt that it was good that they 

didn't have to ask for allowances. Before they would go to school even if they didn't 

have allowances unless it was a day where they had to pay for projects. Three of them 

had repeated grades; one did so voluntary to help the family. He dropped out during the 

school year to work, because he was the oldest boy. He had two older sisters in school. 

The effects from work were mainly that they got tired as they often worked long hours. 

However, three of them talked about getting hurt while working. One stopped working 

(temporarily) because he got injured while working. They did not get scolded for not 

bringing home enough money, neither did they get any increased say in the household 

because they bring home money. The younger boys all expressed the feeling that it was 

most important to help with household chores, whereas the older boys felt it was more 

important to bring home money. 

They all felt like headaches when they asked for money for projects, because they knew 

the family didn't have much money. They all found work voluntarily without being told 

directly by the parents. They had all experienced that they asked for money for school 

but that their mother couldn't give them any. Four of them said it was the oldest who 

got first; one says it was the youngest (the oldest in his family was working already). 

The full time working child was not very comfortable talking about why he had left 

school, or any other school related matter. 
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FGD 19. 	12 working children. Pandaçan and Paco, 24 November 2002 

(Four boys, eight girls, the boys are 8 to 12; the girls are 12 to 17 years of 

age). 

The girls all said that they worked to support the family and to get money for school. 

Money for school was the main reason for working. They worked mainly as sellers in 

the market or as domestic helpers or both. The boys worked for allowance and for their 

family. They collected garbage and sold in the market, as they were too young to work 

as porters. All of them did household chores; the boys cooked rice and looked after 

younger siblings. The girls did whatever needed to be done. Their mother instructed 

them on what needed to be done. The girls all said that they knew what is expected of 

them. 

Two of them (sisters) worked in their mother's household based business and both felt 

they worked less outside the home after the mother started the business and instead 

worked in the household business. The group was divided on what they consider most 

important. Again it was the younger ones who believed that household chores was the 

most important, whereas the older ones believed it was brining home money which was 

more important. 

Four of them missed school regularly because they couldn't get an allowance from their 

mother. Eight of them went to school even if there was no allowance (except on days 

where they have to pay for projects). Four of them told their classmates they were 

working. The others didn't. Those who did tell stated that there were no consequences 

in terms of teasing (though one of them was close to tears when asked). They all felt it 

was ok to work, because they didn't want to feel like being a burden to their parents. 

Working also meant that they didn't feel like a burden when they asked for allowances 

for school, because they knew they brought home money. 

Six of the girls felt that the oldest in the family had priority when it came to allowances 

for school. The other two of them felt it was the brothers who were the priority. 
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Their working hours varied depending on what they did. Boys collect garbage, which 

took between one to two hours in the morning, most of which was waiting for the truck 

to arrive. They also sold in the afternoon, which took around three to four hours 

normally but could take up to eight or nine hours, as they had to continue until sold out. 

The same applied to girls who sold. Both the girls and the younger boys normally sold 

rice cakes. Domestic work (part time) was typically from nine to five every weekend 

and during vacations. 
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FGD 20. 	Four men, spouses of members of microfinance. Biran, 25 November 

2002. (Wives are all loaners) 

The men said that the loans were all used for footwear production and it was discussed 

between the husband and wife before the loans had been taken out. As it was used for 

the household based production they felt that it benefited both of them. It was the wives 

who had taken the initiative to apply for the loans. They (the men) did not feel that they 

got anything for themselves from the loan. They felt that the loan helped them through 

the low season, but expected some kind of reward, mainly higher allowance for 

themselves, when peak season came and they had a higher income. 

They did not want bigger loans to invest in alternative sources of income such as 

tricycle because they were not sure they could pay it back. They were also uncertain if a 

different type of business would be successful. Neither did they want to invest in 

machinery, because that would be very expensive (they estimated the price to be 50,000 

to 100,000 pesos, though it was not clear how qualified the estimate was) 

By giving consent to their wives to take out a loan, they felt that they had also become 

responsible for the repayment. They also didn't want to ruin their name and their 

family's reputation. They were worried about repayment because of the bad name they 

would get if they defaulted and the inability to credit from the Sari-Sari store. 

During low season they did extra work (in the footwear sector) or tried to find 

alternative employment as tricycle driver or construction worker, though they 

acknowledge it was difficult. 
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FGD 21. 	Three women, members of microfinance. Binan, 25 November 2002 

(All loaners, 3,000 to 10,000 pesos). 

The three women had all taken out loans, two of them during the May-June high season, 

which was a coincidence rather than a result of deliberate timing. One of them had used 

half of the money for the production and the other half for the household. The other two 

had used it all for the production. 

One of them felt that it had been difficult before she got the loan to pay allowances for 

the children's schooling but initially after taking out the loan she felt it was much easier 

because she had more money. However they had all defaulted during low season and 

now the situation was worse. They all felt that the loan had a negative effect because 

they were unable to pay it back. They had initially been very happy with the loan 

because it had enabled them to continue production. They explained that the reason for 

default was severe low season without any orders and their husbands were unable to 

find any alternative employment. They used the loan capital to make ends meet instead 

and were now waiting for peak season to come again. They all insisted that they did not 

face any consequences of defaulting. It had not affected their ability to buy on credit nor 

did they feel there was any more gossip than before about them. 

One of the women had increased production with the loan, which was obtained during 

low season, and had relied on the children to help more in order to repay it. For the 

other two there was no change resulting from the loan as the children were working 

already. Their children helped out by doing light work in the footwear production. This 

was to help the family and to learn how to become responsible. They were not 

interested in pursuing alternative means of income such as investing in machinery, and 

were not sure that they would be able to make any money from any such investment. 

Rather they were very focussed on purchasing materials for production instead. If they 

had not been able to join the Punla sa Tao programme they said they would probably 

had tried to join an alternative programme. However, the only alternative programme in 

the area enforced collective responsibility for repayments (TSPI), and they were 

reluctant to be liable for other people's loans. 
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FGD 22. 	Five women, not members of microfinance. Pandaçan and Paco, 29 

November 2002. (Poorest of the poor). 

None of the five women had hear of Punla sa Tao or Visayan Forum, but they had heard 

of UPLIFT. Two of them had sought to join UPLIFT but had not been accepted into the 

programme and were refused a loan. 

They prioritised savings over loans because if they had a problem in paying back the 

loan they would be able to use savings to pay for it. They felt that they had to save first 

before they would expose themselves to the risk of taking out a loan. They borrowed 

from their neighbours (5-6) and credit from Sari-Sari store but had never loaned from 

Bombay, because the Bombay wouldn't lent them anything. 

They all felt that making ends meet was the responsibility of the mother, but when she 

couldn't pay the children their allowance it was difficult to stop the children from 

working. When they were busy they expected the oldest daughter to help out with 

household chores. They felt that both boys and girls could work to make money, but 

boys could start at a younger age than girls (to make money). Girls could sell rice cakes 

and boys could collect garbage. Their children worked without permission, but with the 

mother's consent. They considered it easier for boys to find work, or to make money, 

which they said was probably also the reason why boys would drop out of school, 

because they preferred to make money. 

Three of them expressed a desire to take out loans, but small ones. Of them, two of 

them had husbands with regular jobs. The third was a single mother (with apparent very 

limited chance of being able to repay). They mainly saw the consequence of defaulting 

as gossip, loss of credit and exclusion from 5-6, and loss of collateral or valuables. They 

felt that as very poor, they had to take more care with their name than better off 

households. 
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Their priorities in their budgets were: 1. Food; 2. Education allowances; 3. Electricity 

and others. (They all rent, but from close relatives so paying the rent is not a high 

priority). 

They had savings, which they did not tell their husbands about, because they feared he 

would just use them. They wanted to save in a microfinance programme because when 

they kept their savings in their pocket it was used for other purposes, whereas if they 

kept in a microfinance programme they would better be able to keep it. However, if they 

were to start saving in a microfinance programme they would still not tell the husband. 

On the other hand, if they ever were to take out a loan, they would tell him and get his 

consent because they would want him to know of the obligation. 
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FGD 23. 	Five women, member of microfinance. Pandaçan and Paco, 29 November 

2002. (Poorest of the poor) 

The women all joined because they wanted to save and to benefit from the scholarship 

programme. Only one wanted a loan (but had not yet applied). The main reason for 

saving was for emergencies and during hard times. They didn't see the savings as a 

means to start a business, mainly because they don't expect to be able to save enough to 

start a business. 

They didn't need much capital for starting a business, but they wouldn't invest the full 

amount but instead keeping about half for family expenses and in reserve. They had 

continued to credit from neighbours (5-6) and Sari-Sari store after they joined the 

microfinance programme. The money they kept in the microfinance account was only 

for major emergencies. The money they borrowed from the neighbours was only 

smaller amounts, which could quickly be paid back and didn't warrant that their savings 

were touched. They felt that savings was as important a reason as scholarships, for 

joining the programme, and felt that it did help them to save. They saw savings as a 

mother's obligation, even when times were hard. They were responsible for the budget, 

something they would not leave to the husbands because they would spend it all at once. 

They felt that they had a great say in the family because they were responsible for the 

household budget and their husbands didn't interfere with their decisions. 

In terms of allocation of chores in the household, they (the women) told the daughters 

and younger boys what to do (up to about 12 years old), whereas the husband mainly 

told the older boys what they should do. However, the responsibility for children 

starting to work lies with the mother, as she was the one who encouraged (sometimes 

ordered) the children to make money. The women said that they wanted the children to 

make enough for their own allowances so it didn't burden the mother's finances. They 

also mentioned that they would like their girls to get an education, that the girls would 

get dignity (improved status) from doing so (which would also increase their chances of 

marrying well). 
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FGD 24. 	Two women, member of microfinance. Pandaçan and Paco, 2 December 

2002. (Both loaners, 2,000 and 5,000 pesos) 

The two women both had sidelines, for which the loan was used. Their working capital 

had been low, as they had sold on credit. However, they only used about half of the loan 

on the business, the other half was used for family expenses. Neither of them was 

poorest of the poor, and both of their husbands had regular jobs. One of them had a 

domestic helper, but regardless still had problems now and then giving her children 

allowances for school. They operated a Buy and Sell, and food vending. The additional 

capital from the loan had helped them expand their business. They emphasised that the 

reason why their businesses were expanding was because they didn't have to withdraw 

much money from them. They could make ends meet with their husbands income and 

only take money from the business for paying back loans, but mainly saw their 

businesses as a means of saving up money. They have not had any problems paying 

back their loan, but believed that any default would have some kind of consequence on 

credit from Sari-Sari store and 5-6. They both believed that those who said that 

defaulting had not resulted in any consequences were not telling the truth, but rather 

were trying to protect their pride. 

They did not calculate profits from their businesses, but instead used a rule of thumb of 

dividing the money into two. One part was reinvested, the other was used. They realised 

that they took out more than the profit rate, which caused the stock to depreciate, but 

used the income of the husbands to reinvest every 15 days (when the husbands got 

paid). The half of the loan they used for household expenses were used to pay the 

electricity bill, schooling expenses and what they owed the Bombay. If they had been 

unable to obtain a loan through the microfinance programme, one would have loaned 

from the Bombay, the other would have made do with own savings and household 

income. They didn't mind being responsible for the household budget; they didn't 

consider it a great burden. However, they doubted their husbands' ability to make ends 

meet if they were responsible for the budget. They didn't tell their husbands how much 

they had saved up, believing that it would only cause him to use it or give them less of 

his salary. 
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FGD 25. 	Nine women, not members of microfinance. Biran, 3 December 2002 

None of the women had heard of Punla sa Tao or Open Heart, but they had all heard of 

TSPI and had attended seminars with that microfinance programme. However, none of 

them had joined out of fear from either not being able to repay the loan, or from the 

collective responsibility on which the TSPI programme was based, leaving all the group 

members responsible for the individual member's loan. While they would have control 

over who joined the group, they still feared that a member would default sooner or later. 

The (extra) money they made during peak season from working in the footwear sector, 

they divided into two. One part was used for the businesses to enable them to continue 

during low season. The other part was saved for emergencies and was kept somewhere 

secret in the house. If they had made a large amount, they would save up by buying 

electrical appliances, which were easy to pawn. They didn't borrow from the Bombay, 

partly because they didn't qualify (the Bombay won't lend them any money) and partly 

because only few Bombays operate in the area, making it more difficult to obtain loans 

(The Bombays had been held up a number of times, making them reluctant to do 

business in the area). 

The children helped in the household business. During high season they were expected 

to help. During low season they are expected to find work outside the home, porting or 

working for other people in the footwear sector. The oldest child was the priority for 

school. However it was also his or her responsibility to help the parents and the other 

siblings. The majority of them (the women) were not active in the footwear sector 

during low season but focus on other sources of income. They believed the second 

oldest child, probably helped more in the business and at home because the first was 

busy with studies. They were interested in taking out loans but they wanted training first 

before engaging in a new type of business and before they took out any loans. 

Otherwise they would only want capital for their footwear business. They needed 

capital for both low and high season but mainly for high season when it was easy to sell. 

They all worked for others; none of them (except one) had a manager. So they couldn't 

buy materials on credit, which was why they needed the capital. 
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Consequences of defaulting is loss of access to credit from the Sari-Sari and 5-6, and in 

the case of TSPI members would take whatever valuables they had to cover what they 

have paid for the defaulter. They had all heard of and know people who had joined TSPI 

and were forced to pay for others. 

Regarding the household budget, they felt that it was their obligation as wives to be 

responsible for the budget and for making ends meet. However, they agreed that it was a 

worry. On the question as to why men don't do it, they said it was because it wasn't 

natural for a man to budget. If he did, they felt it was a statement that he didn't trust his 

wife. However, they believed that the husband also worried about finances, even though 

it was the wife who was responsible for the budget. 
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FGD 26. 	Five men, from households not participating in microfinance. Biflan, 3 

December 2002 (Poorest of the poor) 

Of the five men only one of them had heard of microfinance, but none of them had any 

idea of the concept. They didn't believe their wives have heard about it either. Only one 

of them was currently involved in the footwear sector. The others were either fishing or 

working as porters in the market. However, they needed capital for different equipment 

such as a motor for the boat etc. If they were to take out loans it would be through 5-6 

or Bombay. Two of them had taken out loans with Bombay earlier. One has taken out a 

loan for new nets but for a new motor he would save up instead as the motor would be 

too expensive to loan for. They didn't consider paying back a problem. They referred to 

it as "a man's nature" so there wouldn't be any consequences for them to take out a 

loan. They considered the men who defaulted as doing it deliberately. However, they 

would deduct the instalment for the loan from the amount they handed over to their 

wife. 

The men all agreed that the priority in schooling was the oldest child, or alternatively 

the one who was the most interested in studying. They didn't force the children to work 

but they volunteer instead to do things because they can see the situation of the 

household. There was a tendency that the oldest volunteered. They didn't influence the 

children's choice between school and work but advised them and otherwise left it to the 

children themselves to decide. It was mainly the father who advised the children (boys), 

though sometimes the mother also did it. The fathers all had more than one type of 

business or occupation, so they could change between them during the different seasons 

and ensured always to have an income. 

They expected the children to help in the business before or after school each day. They 

didn't force them to work on their own outside the home. However, sometimes the 

children volunteered. The volunteering was not reflected by low or high season but 

when the children wanted something, they would volunteer more. The kids volunteered 

for work so they only did what they wanted to. They helped out according to gender. 
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FGD 27. 	Six working children. Binan, 3 December 2002 

(Two girls, four boys, 11 to 18 years of age. All are full time working 

children) 

The children all emphasised that they did not drop out of school because of financial 

reasons. They had completed between 5th  year primary and 2nd  year high school (though 

the youngest of them would have dropped out before he finished 5th  year primary). One 

dropped out because of "bad company", another (the youngest) because he had to work 

as a domestic helper. The others gave vague or non-specific reasons. 

Four of them were working in the household business, something they were also doing 

before they left school, though now it was full time. Of the other two one was a 

domestic helper, the other a porter in the market. They were not ashamed that they were 

working but talked about it before they dropped out of school with their classmates. 

They felt that they contributed to the family by working. However, they acknowledged 

that it depended on what type of work they were involved in. Working in a shop or Sari-

Sari store was fine, as was working in the footwear sector. But working as a porter in 

the market was more problematic and not something they were too proud about. None 

of them would talk to their friends about collecting garbage or similar type of 

occupation. 

Two of them felt strong envy towards their siblings who were still going to school. 

Another two were happy that their younger siblings got a chance to go to school when 

they didn't get to. All of them expressed a wish to go back to school, and that they 

would make an effort if they were ever able to return. They had not felt any 

encouragement from the parents to remain in school, but were reluctant to talk about the 

circumstances in which they had left school. 
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FGD 28. 	Two working children. Pandaçan and Paco, 7 December 2002 

(Full time working children, both boys, 12 and 15 years old) 

One of the boys felt it was the most important for him to bring home money to the 

family. The other felt that it was to do household chores and looked after the siblings. 

One made money by collecting garbage and getting water for people, the other delivered 

soft drinks and sold cooked eggs (baloth). They both worked without their parents' 

supervision. They both stopped their education because of financial reasons. The oldest 

of them was told to drop out of school by his mother who told him he had to support his 

family. His father didn't interfere with the decision, leaving it for the mother to decide. 

The other boy dropped out of school after being beaten by his mother for not bringing 

home enough money, which caused him to run away from home for a while. It was not 

possible for him to combine schooling with working so he dropped out. They both had 

younger siblings in school, and both expressed jealousy of them because they got to go 

to school. They had been working full time since they were 10 and 13 and dropped out 

of grade four and five. The 13 year old had repeated a number of years. While they 

were still in school they did not tell anyone they were working, as they were afraid of 

being bullied and teased. 

They felt that the best about working was that they had more money to themselves 

though they gave most of what they made to their mother. On average one brought 

home 70 pesos a day, the other 130 pesos a day (the oldest). They both felt under 

pressure to bring home a certain amount of money every day. The expectation was 

around 50 pesos minimum. Both had experienced being sent straight back out to work if 

they had come home with too little in the evening. One had been told not to return home 

until he had made enough. Regardless of being jealous of the younger siblings who do 

get to attend school, they did not want to return to school. For the younger one it was 

because he would be so much older than the other children in the class and was 

embarrassed by the fact. The other boy didn't feel he had a choice because he was the 

oldest child he had to work and therefore wouldn't entertain the idea of going back to 

school. 

416 



Appendix 8 

List of in-depth and follow-up interviews. 

No Place Date Interviewee Main topic 

1 Binan 30 July 200 Male 

Large footwear producer 

(Manager) 

Footwear production 

Child labour and sub-

contracting 

2 Binan 6 August 

2002 

Male (wife present) 

Large footwear producer 

(Manager) 

Footwear production 

Child labour and sub-

contracting 

3 Binan 19 August 

2002 

Female (husband 

present) 

Member of micro- 

finance. Default loaner. 

Coping with low 

season. Income from 

footwear production. 

4 Binan 30 August 

2002 

Male 

Large footwear producer 

(Manager) 

Footwear production 

Child labour and sub-

contracting 

5 Binan 3 September 

2002 

Male 

Large footwear producer 

(Manager) 

Footwear production 

Child labour and sub-

contracting 

6 Pandaçan 

and Paco 

9 September 

2002 

Female. 

(Children participated in 

interview) 

Member of micro-

finance. 

Children's work. Theirs 

and the mother's view 

on children's work. 

7 Pandaçan 

and Paco 

10 September 

2002 

Female (husband present 

during interview). 

Member of micro- 

finance. 

Poorest of the poor** 

Type of household 

business and children's 

role. Reason for joining 

microfinance 

programme. 
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8 Pandaçan 

and Paco 

30 September 

2002 

Female. 

(Children participated in 

interview). Not member 

of microfinance 

Poorest of the poor 

Children's schooling 

and obligations in the 

household. 

9 Pandaçan 

and Paco 

2 October 

2002 

Female. 

(Girl participated in 

interview). Not member 

of microfinance 

Poorest of the poor 

Husbands allowance. 

Children's responsibili-

ties and their view on 

these. 

10 Pandaçan 

and Paco 

22 October 

2002 

Female (husband present 

during interview) 

Member of microfinance 

and has household 

business. 

Access to credit, 

responsibility for 

repayment. Children's 

work and effect on 

schooling 

11 Pandaçan 

and Paco 

22 October 

2002 

Female (single mother) 

Inactive member of 

microfinance. Had 

household business 

before. 

Poorest of the poor 

Reason for not taking 

out loan. Children's 

work, its effect on their 

schooling and financial 

contribution to the 

household. 

12 Pandaçan 

and Paco 

22 October 

2002 

Female (husband present 

during interview) 

Member of micro- 

finance, default loaner. 

Has household business 

Use of loan, reason for 

defaulting. Children's 

work. 

13 Pandaçan 

and Paco 

24 October 

2002 

Female. 

Not member of 

microfinance. Had a 

household business 

earlier. Poorest of the 

poor. 

Children's attendance 

of school. 
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14 Pandaçan 

and Paco 

24 October 

2002 

Female. Member of 

micro-finance. Has taken 

out loan and has 

household business. 

Use and impact of loan. 

Plans for future loans. 

15 Pandaçan 

and Paco 

29 October 

2002 

Female (single mother) 

Inactive member of 

microfinance. Had 

business before. 

Poorest of the poor. 

Reason for not taking 

out loan. Priorities for 

children's education 

and their work. 

16 Pandaçan 

and Paco 

29 October 

2002 

Female 

Member of micro- 

finance. Default loaner. 

Has household business 

Use of loan and reason 

for defaulting. 

17 Pandaçan 

and Paco 

29 October 

2002 

Female 

Member of micro- 

finance. Default loaner. 

Has household business. 

Use of loan and reason 

for defaulting. 

18 Binan 30 October 

2002 

Female. Member of 

micro-finance. Has 

household business. 

View on child labour 

and reason for not 

taking out loan 

19 Binan 30 October 

2002 

Male. 

Member of micro- 

finance. Has household 

business. 

Children's work and 

responsibilities. View 

on loans and schooling 

priorities. 

20 Pandaçan 

and Paco 

4 November 

2002 

Female (single mother) 

Member of micro- 

finance. Default loaner. 

Use of loan and reason 

for defaulting. 

21 Pandaçan 

and Paco 

4 November 

2002 

Female (husband present 

during interview) 

Member of micro- 

finance. Had household 

business before. 

Children's work and 

reason for not wanting 

loan. View on own 

enterprise. 
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22 Pandaçan 

and Paco 

4 November 

2002 

Female 

Inactive member of 

microfinance. Had 

household business 

before. 

View on enterprise and 

loan. Children's work 

and schooling priorities 

23 Pandaçan 

and Paco 

4 November 

2002 

Female 

Inactive member of 

microfinance. Had 

household business 

before. 

Children's schooling 

priorities. View on 

business. 

24 Pandaçan 

and Paco 

6 November 

2002 

Female 

Inactive member of 

microfinance. 

View on microfinance 

and loans. Children's 

work and schooling 

25 Pandaçan 

and Paco 

6 November 

2002 

Female 

Member of micro- 

finance. Has household 

business. 

View on microfinance 

and own enterprise. 

26 Pandaçan 

and Paco 

6 November 

2002 

Female 

Inactive member of 

microfinance. Had 

household business 

before. 

View on microfinance, 

inability to participate, 

access to credit. 

Children's schooling 

27 Pandaçan 

and Paco 

6 November 

2002 

Female 

Inactive member of 

microfinance. Has 

household business. 

Reason for closing 

business. View on 

microfinance and loans. 

Children's work 

28 Pandaçan 

and Paco 

6 November 

2002 

Female 

Inactive member of 

microfinance. Had 

household business 

before. Poorest of the 

poor. 

Priorities for children's 

education. View on 

microfinance 
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29 Binan 7 November 

2002 

Female 

Member of micro- 

finance. Has taken out 

loan and has household 

business. 

Use of loan. Children's 

work and schooling. 

30 Binan 7 November 

2002 

Female. Member of 

micro-finance. Has taken 

out loan and has 

household business 

Use of loan. Children's 

work and schooling 

31 Binan 7 November 

2002 

Male 

Member of micro- 

finance. Has loan and 

household business. 

Use of loan, and 

repayment. View on 

children's education 

and responsibilities. 

32 Pandaçan 

and Paco 

8 November 

2002 

Female (single mother) 

Member of micro- 

finance, default loaner. 

Has household business. 

Use of loan and impact 

on children's work. 

Consequence of 

defaulting. 

33 Pandaçan 

and Paco 

8 November 

2002 

Female (single mother) 

Not member of 

microfinance. Has 

household business. 

Poorest of the poor. 

View on microfinance 

and reason for not 

wanting loan. 

34 Pandaçan 

and Paco 

8 November 

2002 

Female (single mother) 

Member of 

microfinance. Has 

household business. 

Poorest of the poor. 

Children's work and 

priorities for schooling 

35 Binan 11 November 

2002 

Female 

Member of micro- 

finance. Has loan and 

household business. 

Poorest of the poor. 

Use of loan, view on 

credit. 
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36 Binan 11 November 

2002 

Female 

Member of 

microfinance. Default 

loaner. Has household 

business. 

Poorest of the poor. 

Use of loan. Reason for 

defaulting, and 

consequence. Effect on 

children's schooling. 

37 Pandaçan 

and Paco 

12 November 

2002 

Female 

Member of 

microfinance. Default 

loaner. Has household 

business. 

Use of loan. 

Consequence of 

defaulting. Children's 

work 

38 Pandaçan 

and Paco 

12 November 

2002 

Female 

Member of micro- 

finance. Has taken out 

loan and has household 

business. 

Use of loan. Impact on 

children's work and 

schooling. 

39 Binan 18 November 

2002 

Female 

Member of 

microfinance. Has taken 

out loan and has larger 

business with employees 

Use of loan. View on 

microfinance and 

employment of 

children. Use of 

pawnbroker. 

40 Binan 18 November 

2002 

Female (Husband 

present) 

Inactive member of 

microfinance. Has 

household business. 

View on microfinance 

and children's tasks in 

enterprise. 

41 Binan 18 November 

2002 

Male 

Member of micro- 

finance. Has household 

business. 

Poorest of the poor. 

View on microfinance 

and children's 

responsibilities. 
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42 Binan 18 November 

2002 

Male 

Member of micro- 

finance. Has household 

business. 

Children's 	. 

responsibilities and 

schooling. 

43 Pandaçan 

and Paco 

19 November 

2002 

Female. Member of 

microfinance. Has loan 

and household business. 

Responsibilities for 

household enterprise. 

Profit rates on MSE 

44 Pandaçan 

and Paco 

19 November 

2002 

Female. Not member of 

micro-finance. Has 

household business and 

loan from moneylender. 

View on and access to 

credit. Children's work 

and schooling 

priorities. 

45 Pandaçan 

and Paco 

19 November 

2002 

Female (husband present 

during interview). 

Not member of micro-

finance. Had a business 

before. Poorest of the 

poor • 

View on microfinance. 

Children's work. 

46 Binan 20 November 

2002 

Female (husband present 

during interview) 

Member of microfinance 

Has a household 

business 

Children's work. 

47 Binan 20 November 

2002 

Female (husband present 

during interview) 

Member of micro- 

finance. Has a household 

business 

View on credit. 

Children's work and 

responsibilities. 

48 Binan 20 November 

2002 

Female 

Inactive member of 

microfinance. Has 

household business. 

View on microfinance 

and credit. Children's 

work and priorities for 

schooling. Low season 

activities 
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49 Binan 20 November 

2002 

Female 

Member of micro- 

finance. Default loaner. 

Has household business. 

Use of loan and 

consequence of 

defaulting. 

50 Binan 20 November 

2002 

Male (Wife also 

participating). 

Former member of 

microfinance. Has a 

household business. 

Poorest of the poor. 

View on microfinance, 

reason for not wanting 

loan. Children's work 

and reasons for not 

going to school. Low 

season activities 

51 Pandaçan 

and Paco 

21 November 

2002 

Female (Son also 

participated in 

interview) 

Inactive member of 

microfinance. Has 

household business. 

View on microfinance. 

Children's work and 

responsibilities. Child's 

view on work. 

52 Pandaçan 

and Paco 

21 November 

2002 

Female 

Member of micro- 

finance. Default loaner. 

Has a household 

business. 

Use of loan and impact, 

and consequence of 

defaulting. Children's 

work. 

53 Pandaçan 

and Paco 

21 November 

2002 

Female 

Member of micro- 

finance. Has loan from 

moneylender. 

View on microfinance. 

Access to credit. 

Children's work. 

54 Pandaçan 

and Paco 

21 November 

2002 

Female 

Inactive member of 

microfinance. Had 

household business 

before. 

View on microfinance, 

reasons for being 

inactive. 
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55 Pandaçan 21 November Female Use of loan, view on 

and Paco 2002 Member of 

microfinance. Has loan 

and household business. 

credit. Children's work 

and responsibilities 

Poorest of the poor 

56 Pandaçan 21 November Female View on credit. Reason 

and Paco 2002 Not member of micro- 

finance. Had household 

business before. 

for closing business. 

Reason for children 

working. 

Poorest of the poor. 

57 Binan 22 November Female (children Use of loan and reason 

2002 participating). Member 

of micro-finance. Has 

taken out loan. Has 

household business. 

for children not going 

to school. 

58 Binan 22 November Female. Inactive Use of loan. Reasons 

2002 member of micro- 

finance. Default loaner. 

for and consequence of 

defaulting. 

Has household business. 

59 Binan 22 November Female View on microfinance 

2002 Member of 

microfinance. Has 

household business. 

and credit. Children's 

responsibilities. Low 

season activities 

60 Pandaçan 26 November Male View on microfinance. 

and Paco 2002 Member of 

microfinance. Has 

household business. 

Consequence of 

defaulting. View on 

household business 

Poorest of the poor 

61 Binan 28 November Female (husband present Use of loan. Reason for 

2002 during interview) closing business. 

Member of micro- 

finance. Has loan. 

Impact on children's 

work. 
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62 Binan 28 November 

2002 

Female (husband present 

during interview) 

Member of micro- 

finance. Has taken out 

loan and has household 

business. 

Poorest of the poor 

Use of loan and impact. 

Children's work and 

schooling priorities. 

63 Binan 28 November 

2002 

Female 

Member of micro- 

finance. Has household 

business. 

View on microfinance 

and reason for not 

taking out loan. 

Children's work. 

64 Binan 28 November 

2002 

Female. 

Member of micro- 

finance. Default loaner. 

Has household business. 

Use and impact of loan. 

Reason for defaulting. 

Reason for children 

stopping school. 

65 Binan 28 November 

2002 

Female 

Inactive member of 

microfinance. Has 

household business with 

machines. 

Use and impact of loan. 

View on microfinance. 

Children's work and 

schooling 

66 Binan 28 November 

2002 

Female 

Inactive member of 

microfinance. Has 

household business. 

Poorest of the poor 

View on microfinance 

and loans. Reason for 

closing business. 

Children's 

responsibilities. 

67 Binan 28 November 

2002 

Female 

(husband present during 

interview) 

Member of micro-

finance. Default loaner. 

Has household business. 

Use and impact of loan. 

Children's 

responsibilities. 
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68 Binan 28 November 

2002 

Female (husband present 

during interview) 

Inactive member of 

microfinance. 

Poorest of the poor 

Reason for not wanting 

loan and view on 

credit. Children's 

responsibilities during 

low season 

69 Pandaçan 

and Paco 

29 November 

2002 

Female 

Inactive member of 

microfinance. Had 

business before. 

Poorest of the poor 

View on credit. Reason 

for being inactive. 

Children's 

responsibilities. 

70 Pandaçan 

and Paco 

29 November 

2002 

Female (husband and 

daughter present during 

interview) 

Not member of 

microfinance. Has 

household business. 

Poorest of the poor 

Reason for changing 

business. Impact on 

children's work. 

Child's view on work, 

their responsibilities. 

View on micro-finance. 

Husband's work 

71 Pandaçan 

and Paco 

29 November 

2002 

Female 

Member of 

microfinance. Has loan 

and household business. 

View on credit and 

responsibility for 

repayment. Children's 

work and responsibili-

ties. Reason for child-

ren not going to school 

72 Binan 3 December 

2002 

Female 

Member of micro- 

finance. Default loaner. 

Has household business. 

Use of loan and reason 

for defaulting. 

Children's 

responsibilities 

73 Binan 3 December 

2002 

Male 

(Wife present interview) 

Member of micro- 

finance. Has loan and 

household business. 

Use of loan, 

responsibility for 

repayment of credit. 

Children's 

responsibilities. 

427 



74 Binan 3 December 

2002 

Female (husband present 

during interview) 

Member of micro- 

finance. Has business. 

Poorest of the poor 

View on credit. 

Priorities on children's 

education and their 

responsibilities. 

75 Pandaçan 

and Paco 

4 December 

2002 

Female 

Not member of micro- 

finance. Had business 

earlier. 

Poorest of the poor. 

Priorities on children's 

education and their 

work. View on 

microfinance 

76* Pandaçan 

and Paco 

5 December 

2002 

Male 

Member of micro- 

finance. Default loaner. 

Had business earlier. 

Poorest of the poor 

Use of loan and reason 

for defaulting. 

Children's work and 

priorities. 

77* Pandaçan 

and Paco 

5 December 

2002 

Female 

Member of micro- 

finance. Has household 

business and loan. 

Poorest of the poor 

Use and impact of loan. 

Responsibility for 

repayment. Reason for 

children working. 

78* Pandaçan 

and Paco 

5 December 

2002 

Female. Member of 

micro-finance. Has taken 

out loan, and has 

household business. 

Use and impact of loan. 

79* Pandaçan 

and Paco 

5 December 

2002 

Male 

Member of micro- 

finance. Has loan and 

household business. 

Use of loan and 

responsibility for 

repayment. Household 

decision making. 

80* Pandaçan 

and Paco 

5 December 

2002 

Female 

Member of micro- 

finance. Has loan and 

household business. 

Impact and use of loan. 

Repayment 

responsibility. 

Children's work. 
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81* Pandaçan 

and Paco 

5 December 

2002 

Female 

Member of micro- 

finance. Has taken out 

loan. Had business 

earlier. 

Use of loan and view 

on credit. 

82* Pandaçan 

and Paco 

5 December 

2002 

Female (single mother) 

Member of micro- 

finance. Has loan and 

household business. 

Use of loan and impact 

on children's labour. 

83* Pandaçan 

and Paco 

6 December 

2002 

Female 

Member of micro- 

finance. Has taken out 

loan and has household 

business. 

Use of loan and impact 

on business and plans. 

Responsibility for 

repayment. 

84* Pandaçan 

and Paco 

6 December 

2002 

Female 

Member of micro- 

finance. Has taken out 

loan and has household 

business. 

Use of loan and plans. 

Children's work and 

impact of loan. 

85* Pandaçan 

and Paco 

6 December 

2002 

Female. Member of 

micro-finance. Has taken 

out loan and has 

household business. 

Use of loan. Husband's 

plans and view on 

credit. 

86* Pandaçan 

and Paco 

6 December 

2002 

Female 

Member of micro- 

finance. Has taken out 

loan and has household 

business. 

Use of loan and impact 

on children. 

87* Pandaçan 

and Paco 

6 December 

2002 

Female 

Member of micro- 

finance. Has loan and 

household business. 

Use of loan, 

responsibility for 

repayment and plans 

for future loans. 
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88* Pandaçan 

and Paco 

6 December 

2002 

Female 

Member of micro- 

finance. Default loaner. 

Has household business. 

Use of loan and reason 

for defaulting. 

Children's work 

89* Pandaçan 

and Paco 

6 December 

2002 

Female 

Inactive member of 

microfinance. Has loan 

from money-lender. IIas 

household business. 

Use of loan. 

Responsibility for 

repayment and child-

ren's work. Reason for 

becoming inactive. 

90* Pandaçan 

and Paco 

7 December 

2002 

Female 

Member of micro- 

finance. Default loaner. 

Had household business 

earlier. 

Use of loan and reason 

for defaulting. 

91* Pandaçan 

and Paco 

7 December 

2002 

Female 

Member of micro- 

finance. Default loaner. 

Had household business 

earlier. 

Use of loan. 

Responsibility for 

repayment. 

92* Pandaçan 

and Paco 

7 December 

2002 

Female 

Member of micro- 

finance. Has loan and 

household business. 

Use of loan and impact 

on children's work. 

93* Pandaçan 

and Paco 

8 December 

2002 

Female 

Member of micro- 

finance. Has loan and 

household business. 

Use of loan. 

Responsibility for 

repayment. Children's 

work. 

94* Pandaçan 

and Paco 

8 December 

2002 

Female 

Inactive member of 

microfinance. Has loan 

from money-lender. Has 

household business. 

Reason for not wanting 

loan. View on 

microfinance. 

Children's work 
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95* Pandaçan 

and Paco 

8 December 

2002 

Male 

Member of micro- 

finance. Has taken out 

loan and has household 

business. 

Use and impact of loan. 

Plans for future loans. 

96* Pandaçan 

and Paco 

8 December 

2002 

Female. Inactive 

member of micro- 

finance. Had household 

business earlier. 

Poorest of the poor 

Reasons for not 

wanting loan and 

children's work. 

97* Pandaçan 

and Paco 

8 December 

2002 

Female (single mother) 

Not member of 

microfinance. 

View on microfinance 

and reason for not 

having a business. 

Children's work 

98* Pandaçan 

and Paco 

8 December 

2002 

Female 

Not member of micro- 

finance. Had household 

business earlier. 

Reasons for not 

wanting loan and view 

on microfinance. 

99* Pandaçan 

and Paco 

8 December 

2002 

Female 

Member of micro- 

finance. Has loan from 

moneylender and has 

household business. 

Poorest of the poor. 

View on microfinance 

and credit. Children's 

work. 

100 Binan 6 December 

2002 

Female 

Member of micro- 

finance. Default loaner. 

Has household business. 

Views on microfinance. 

Use and impact of loan. 

101 Binan 6 December 

2002 

Female 

Member of micro- 

finance. Default loaner. 

Has household business. 

Use of loan and reason 

for defaulting. 
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102 Bifian 6 December Female Use of loan and reason 

2002 Member of micro- 

finance. Default loaner. 

for defaulting. 

Has household business. 

103 Binan 6 December Female Use of loan and reason 

2002 Member of micro- 

finance. Default loaner. 

Has household business. 

for defaulting. Views 

on credit. Reason for 

children not attending 

school. 

* 	Due to a security concern in Pandaçan and Paco these interviews were conducted 

by the research assistant without the researcher present. 

** Poorest of the poor is defined as a household income of less than one USD per day 

per person following World Bank definitions. World Bank (2000:320). See also 

Chapter 6. 
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Appendix 9 

Other Interviews 

Interviews conducted for background information. 

No Place Date Interviewee Main topic 

1 Binan 18 June 2002 Open Heart 

Foundation 

Microfinance staff 

Coverage of Programme 

and target group. General 

background information. 

2 Binan 3 July 2002 City Council. Social 

Office 

Outreach and limitation of 

the social services offered. 

3 Binan 4 July 2002 District School 

Supervisor 

Attendance rates, school 

costs and services 

4 Pandaçan 

and Paco 

5 July 2002 Visayan Forum 

Microfinance Staff 

Coverage of Programme 

and target group. General 

background information. 

5 Binan 15 July 2002 School Principal Enrolment, attendance rates, 

school costs and services 

6 Pandaçan 

and Paco 

22 July 2002 UPLIFT Branch 

Manager 

NGO services provided, 

loan criteria, repayment 

rates and training issues. 

8 Pandaçan 

and Paco 

26 July 2002 Owner of Soft Drink 

Depot 

Organisation of operation 

and reason for hiring 

children as workers. 

9 Pandaçan 

and Paco 

8 August 2002 Food Vendor 

(Bananaque) 

The making and selling of 

Bananaque. Cost and 

production times. 

10 Pandaçan 

and Paco 

8 August 2002 Food Vendor 

(Barbeque) 

The making and selling of 

Barbeque snacks. Cost and 

production times. 

11 Binan 11 August 

2002 

Sari-Sari Store 

owner 

Profit rates on various 

groceries. 
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12 Binan 14 August 

2002 

Sari-Sari Store 

owner 

Profit rates on various 

groceries, and operation of 

shop in general 

13 Pandaçan 

and Paco 

16 August 

2002 

Grameen Bank — 

Branch Manager 

Services provided, number 

and type of clients. 

14 Binan 19 August 

2002 

TSPI 

Loan officer 

Services provided, 

requirements and target 

group. 

15 Pandaçan 

and Paco 

2 September 

2002 

Caritas NGO Programmes and services 

provides by Caritas, and 

areas of operation. 

16 Pandaçan 

and Paco 

10 September 

2002 

UPLIFT (Paco 

Branch) 

Services provided, 

requirements and target 

group. 

17 Pandaçan 

and Paco 

27 September 

2002 

Food Vendor 

(Barbeque) 

The making and selling of 

Barbeque. Cost and 

production times. 
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Yes 

Yes 

Yes 

No 

No 

No 

Appendix 10 

Household Questionnaire 

Location: 

Address: 

Name of respondent: 

Call Backs: 

Date 
Time 

Day l 	Day 2 	Day 3 

Consent: HAS TO BE READ AND EXPLAINED 
As you have heard at the group savings meeting, then we are doing research on microfinance and 
children who work. The questions in this questionnaire are to get an understanding of the impact of 
microfinance on the families and their children. The information you give will be treated in strictest 
confidence and will not be passed on to anyone else. As soon as the researcher has checked the 
questionnaire your name will taken off and you or your family cannot be identified. Your 
participation in this study is completely voluntary and has no influence on your participation in the 
savings programme. Should you wish to withdraw at any stage you are free to do so. If you agree to 
participate in this interview but change your mind during the interview, the information you have 
given will be destroyed. Do you wish to participate in this research? 

Interview Status 
1. Completed, 2. Refusal, 3. Others: 

May we come back and ask additional questions? 

If working children are present — May we interview them? 

If not present — May we come back and interview them later? 

Certification that the consent form has been explained and that the information in this questionnaire 

was obtained by me personally in accordance with instructions. 

Place and date 	 Interviewer's Signature. 
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No. Members as 
of date of 
visit 

(First name) 

Relation- 
ship to 
head of 
household 

Sex 
1: M 
2: F 

Age 
1: 0-4 
2: 5-9 
3: 10-12 
4: 13-14 
5: 15-17 
6: 18-25 
7: 26-49 
8: 50+ 

Member 
status: 
1: not saver 
2: saver 
3: Assoc. 
saver 
4: not active 

Highest 
Grade 
Corn- 
pleted 

For Adults 
(More than one 
response 
possible) 
1: work regular 
2: work irregular 
3: housekeeping 
4: unemployed 
5: ill 
6: Study 
7: other 

For Children 
5 — 17 
(More than 
one response 
possible) 
1: Woik 
2: Looking for 
work 
3: study/go to 
school 
4:  
housekeeping 
5: Idle 

AI 

A2 

A3 

A4 

A5 

A6 

A7 

A8 

A9 

A10 

Close family members who live away from the household (5-17 years of age) 

All 

Al2 

A13 

A14 

Codes for Relationship: 
1 Head 7 Brother/sister 	1 
2 Wife/spouse 8 Other relatives 	2 
3 Son/Daughter 9 Domestic help 	3 
4 Son/Daughter-in-law 10 Boarder 	4 
5 Grandson/Granddaughter 11 Non-relative 	5 
6 Father/Mother 6 

Codes for Grades: 
No grade completed 
Grade l to 111 
Grade IV 
Grade V 
Elementary Graduate 
1" to 3 d̀  year 

7 High School 
8 	College undergrd 
9 	College graduate 
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Lua II5. 

B1 Has any household member obtained a loan from NGO: 1: Yes, (Who): 

If No go to B6 	 2: No, 

B2 When was first 
loan obtained 

1: 0 — 6 Months, 2: 6 —12 Months, 3: 1 — 2 Years 
4: 3 — 5 Years, 5: Don't Know 

B3 Size of loan 
(latest): 

1: 
0 - 2,000 

2: 2,001— 
3,000 

3: 3,001 — 
5,000 

4: 5,001— 
8,000 

5: 8,001 — 
10,000 

B4 Number of loans: 1 2 3 4 5 

B5 What has the loan 
been used for, 

1: To start enterprise, 2: For existing enterprise, 3:To pay off other loans, 4: 
Purchases for household (non enterprise), 
5: Education, 6: Other (specify), 7: Won't answer 

B6 Have other loans been obtained, 
1: Yes, 2: No, (if No in both B I & B6 go to C) 

B7 If Yes, from where, 
1: Other NGO, 2: Family member, 
	3: Employer, 4: Bombay, 5: Other. 
B8 Size of last loan from other 

source 
1: 
0 - 2,000 

2: 2,001 — 
3,000 

3: 3,001 — 
5,000 

4: 5,001 — 
8,000 

5: 8,001 — 
10,000 

B9 What has the loan been used 
for: 

1: To start enterprise, 2: For existing enterprise, 3:To pay off other 
loans, 4: Purchases for household (non enterprise), 
5: Education, 6: Other (specify), 7: Won't answer 

B10 Was it difficult to pay the 
loan back 

1: Yes, 2: No, 3: Won't Answer 

B11 If Yes, for what reason 
(FM= family members) 

1: Business slow, 2: Business closed, 3:Income from business used 
by other FM, 4: Other FM use loan, 5: Family reasons (illness etc.), 
6: Other, 7: Won't answer 

Since you started getting loans what changes in work hours if any have you noticed for your 
children: (B12 — B15) 
1: Increase, 2: No change, 3: Decrease, 4: Won't answer, 5: Not applicable, 

Name and code from 
A 
	 (For each child 5 — 15) 

Child 1: Child 2: Child 3: Child 4: 

B 12 Housework (Cooking, 
cleaning, care of other 
	 family members) 
B13 Work in the family 

enterprise 

B 14 Other paid work or self 
-employment 

B15 Homework hours 
(school) 

B16 Schooling hours 
1: Increase, 2: No 
change, 3: Decrease, 
4: Has left school 
completely, 
5: Has been able to 
start school 6: Won't 
answer, 
7: Not applicable, 
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No Loans 
C l Why haven't loans been obtained from NGO, 

1: Do not yet qualify, 2: Not yet interviewee's turn 
3: Do not want to start business, 
4: Too high interest rates, 5: Too risky, 6: Too 
complicated, 7: Don't need loan, 8: Other: specify 

C2 If saver, member for: 1: 0 — 6 months, 2: 6 — 12 months, 
3: 12 — 18 months, 4: 18 — 24 months, 5: 24+ months, 

C3 Main reason for joining: 
1: to get loan (later), 2: To get bank account, 
3: to be able to save, 4: other: specify, 
5: Don't know, 6: Won't answer. 

C4 Have you ever experienced difficulties in saving the 
required amount every week. 
1: Yes, 2: No, 3: Won't answer 

IF NOT SAVER 

C5 Why haven't you joined a savings/credit programme: 
1: Not accepted into group, 2: Unable to save required 
amount, 3: Have not heard of programmes, 4: Do not 
need credit, 5: Other, 6: Won't answer 

C6 Would you be interested in joining a savings/credit 
programme, 1: Yes, 2: No 

No El ter rise 
Dl Does the household have its own enterprise 

1:Yes, 2: No, If Yes go to E 

D2 Do you plan to start a business later on 
1: Yes, 2: No, 3: Don't know, 4: Won't answer 

D3 If No, why not: 1: Don't want to take the risk, 2: Don't know 
how to operate a business, 3: Lack skills, 4: Lack funds 5: Other, 
6: Won't answer 

D4 If yes, what type: 1: Service, 2: Production, 3: Trading, 
4: Construction, 5: Transportation, 
6: Fishing, 7: Other, 
8: Don't know, 9: Won't answer 

D5 Why this type of business: 
1: Have relevant training, 2: Will take over from parents, 
3: Identified a market, 4: See others doing it, 
5: Other, 6: Don't know, 7: Won't answer 

D6 Have you or your spouse earlier had an enterprise 
1: Yes, 2: No, 3: Won't answer. 

D7 If Yes: Type of enterprise 
1: Service, 2: Production, 3: Trading, 4: Construction, 
5: Transportation, 6: Fishing, 7: Other, 8: Don't know, 
9: Won't answer 

D8 Why did you stop: 
1: Not profitable, 2: No orders, 3: Found better job, 
4: Other, 5: Won't answer 
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Lncer 
El 

Anse; 

What kind of enterprise 
(Can be more than one), 

1: Service, 2: Production, 3: Trading, 4: Construction, 
5: Transportation, 6: Fishing, 7: Other, 
8: Don't know, 9: Won't answer 

E2 Where is the enterprise located 1: In the home 2: Fixed place outside 3: No fixed place 
the home 

E3 How long has the household had 1: 0 — 6 Months, 2: 6 — 12 Months, 3: 1 — 2 Years 

the enterprise: 4: 3 — 5 Years, 5: 6+ Years, 6: Don't Know 

E4 Who decided to start an enterprise 1: 2: 

Codes from relationship (A) 

E5 How did you decide on the type of enterprise to start: 1: Had 1: 2: 
relevant training, 2: Took over from parents, 
3: Identified a market, 4: Saw others doing it, 5: Other, 
6: Don't know, 7: Won't answer 

E6 Who is running the enterprise, 1: 2: 

Codes from relationship (A) 

E7 Who is responsible for purchases 1: 2: 

and sales 

E8 How many people are working in 1: 2: 

total in the enterprise (PT & FT) 

E9 Are there any family members 5 — Code from A Code from A Code from A 

17 helping in the enterprise 

E 10 Are there any non-family members First name & age First name & age First name & age 

5 —17 helping in the enterprise 

Ell Have you had changes in the number of employees over the last 6 1: 2: 

months. 1: Yes, 2: No 

E 12 If Yes, how big a change: 1: 2: 

1:+1,2:+2,3:+3+,4:-1,5:-2,6:-3+ 

E13 Have you had changes in your sales over the last 6 months 1: 2: 

1: Yes, 2: No 

E14 If Yes how would you describe the change in sales: 1: 2: 
1: increased, 2: greatly increased, 3: decreased, 
4: greatly decreased 

EIS What has your sales been 1: 2: 3: 2001- 4: 5001- 5: 10001 6 25001 7: 

the last week, 8: Don't 
know, 9: Won't answer 

0-500 501-2000 5000 10000 - 25000 - 50,000 50000+ 
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king Children: 
F I Name & Number (from table A). If 

none go to Flo 
1 2 3 4 

Type of tasks child is involved in (for 
employer) 1: Service, 
2: Production, 3: Sales, 
4: Construction, 
5: Transportation, 
6: Agricultural, 7: Fishing, 
8: Domestic work, 
9: Entertainment, 10: Other, 
11: Don't know, 
12: Won't answer 

F2 Workdays per week (no.): 
8: Weekends only, 9: Don't know, 
10: Won't answer 

F3 Does the child only work during 
vacations and or peak season, 1: Yes, 
2: No 

F4 For how many weeks did your child 
work the past 6 months? 

F5 Hours per work day (average) 
1:0-2,2:2-4,3:4-6, 
4:6-8,5:8-10,6:10+, 
7: Don't know, 8: Won't answer 

F6 If working less than 8 hours a day, 
when does the child normally work: 1: 
mornings only, 2: afternoons only, 
3: evenings only, 4: no specific time, 
5: Don't know, 6: Won't answer 

F7 Age started working 
1: 0-4, 2: 5-9, 3: 10-12, 
4: 13-14, 5: 15-17, 6: Don't know, 7: 
Won't answer. 

F8 Why is the child working: 
1: To gain experience/training, 2: To 
supplement family income, 
3: To pay family debts, 
4: Problems at school/can't afford 
school, 
5: Wanted to work, 
6: To help in family enterprise 
7: To pay for schooling (his/her own), 
8: To pay for schooling (other 
siblings) 
9: Other, 10: Don't know, 
11: Won't answer 

F9 Who decided the child should work: 
1: Male parent, 2: Female parent, 3: 
Guardian, 4: Child, 5: Other family 
member 
6: Family decision, 7: Other, 
8: Don't know, 9: Won't answer 

F10 Has your child ever been injured or ill 
from work 
1:Yes,2:No 
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F 1 l If Yes (can be more than one): 
1: Cuts, 2: Bruises 3: Crushing 
injuries, 4: Dislocations, 
5: Burns, 6: Skin diseases, 
7: Body aches, 8: Eye strain, 
9: Hearing impairment, 
10: Respiratory, 11: Others: Specify, 
12: Don't know, 
13: Won't answer 

F12 Has your child ever stopped working 
1: Yes, 2: No 
(Only if worked full time) 

F13 If Yes, main reason, 
1: To go back to school, 
2: Not happy with work 
3: Got fired, 
4: Got injured/ sick 
5: Awareness campaign 
6: Other, 7: Don't know 
8: Won't answer 

F14 Do any of your children regularly help 
you at home (house work) 1: Yes, 2: 
No 

F15 If Yes, Average number of hours per 
day: 
1:0-2,2:2-4,3:4-6, 
4:6-8,5:8-10,6:10+, 
7: Don't know, 8: Won't answer 

F16 Do you have non-family children (5-17) helping you 
at home. 

1: Yes, 2: No, 3 Won't answer 

F17 If Yes, age of helper and number of hours work per 
day. 

Vy~ V V.Name & Number (from table A). 
If none go to H 

1 2 3 4 

G1 Do your children attend school 
regularly (at least 4 days a week) 
1:Yes, 2: No 

G2 Does your child study at home 
regularly (more than once a 
week), 1:Yes, 2: No, 

G3 Has your child ever stopped 
schooling or dropped out, 
1:Yes, 2: No 

G4 If Yes: Main reason, 1: Teachers 
not supportive, 2: No suitable 
school available. 3: Child not 
interested in school, 4: School too 
far, 5:Had to help in family 
enterprise, 6: Had to work 
7: Had to help in housekeeping, 
8: Problems at school 
9: Other, 10: Don't know 
11: Won't answer 

05 Has your child ever repeated a 
year 
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• 

I-I1 What was the income last 
week for the whole household 
8: Don't know, 9: Won't 
answer 

1: 
0 — 500 

2: 
501 - 
1,000 

3 
1 001 — 
2 000 

4: 
2,001 — 
3,000 

5: 
3,001 — 
5,000 

6: 
5,001 — 
8,000 

7: 
8,001+ 

I-I2 Of last weeks income, what 1: 2: 3: 4: 5: 6:  
amount does your children's 
contribution represent 

0 - 50 51 - 100 101 - 300 301 - 500 501 — 1,000 1001+ 

7: Don't know, 8: Won't 
answer, 9: Not applicable 

113 I-Iow was the household's 1: below average, 2: rverage, 
income last week, 3: above average, 4: Don't know 

5: Won't answer, 
1-14 How much did the household 1: 2: 3: 4: 5: 6: 7:  

spend in total during the last 0 - 500 501 — 1,001 — 2,001 — 3,001 — 5,001— 8,001+ 
weck 1,000 2,000 3,000 5,000 8,000 
8: Don't know, 9: Won't 
answer 

Il Habitation: 1: House, 2: Rented House, 
3: Apartment, 4: Room, 5: Homeless, 6: Other 

12 Number of Rooms 

I3 Type of construction material: 
1: Wood, 2: Salvage material, 3: Concrete, 4: Other 

I4 In house water 	1: Yes, 2: No 

I5 In house sanitation 1: Yes, 2: No 

I6 Television 	1: Yes, 2: No 

I7 Fridge 	1: Yes, 2: No 

18 Telephone 	1: Yes, 2: No 

19 Other expensive items (specify) 

SAY: THANK YOU!! 

Remarks: 
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Appendix 11 

TALATANUNGAN PARA SA PAMILYA 

Lugar: 

Tirahan: 

Pangalan (ng sumagot): 

Mga Balik: 

Petsa 
Oras 

Araw 1 	Araw 2 Araw 3 

Paunawa: KAILANGANG MABASA AT MAIPALIWANAG 

Ayon sa inyong napakinggan sa group savings meeting, kami ay nagsasagawa ng pag-aaral tungkol sa 

microfinance at sa pagtatrabaho ng mga bata. Ang mga sumusunod na tanong ay naglalayong 
malaman ang epekto ng microfinance sa pamilya at sa mga bata. Walang sinuman, maliban sa 
mga nananaliksik, ang makakaalam ng anumang impormasyong aming makakalap. Sa oras na 
matapos ang pag-aaral, ang unang pahina na naglalaman ng inyong personal na impormasyon 
ay pipilasin nang sa gayon walang sinuman ang makaalam ng inyong pangalan, pamilya at 
inyong mga sagot. Ang inyong paglahok ay bukal sa loob (voluntary) at walang anumang 

kinalaman sa inyong paglahok sa savings programme. Kung kinakailangan ninyong tapusin at 
huminto sa pagsagot anumang oras, ito ay di pipigilan. Gayundin, kung kayo ay sumang-ayong 
magpa-interview, subalit nagbago ang isip sa takdang oras ng interview, ang impormasyong 
nakalap ay babale-walain. Gusto ninyo bang tumulong at lumahok sa pag-aaral na ito? 

Kalagayan ng Pagtatanong 
1. Natapos/Kompleto, 2. Tumanggi, 3. Iba: 

Maaari ba kaming bumalik at magtanong ng karagdagang mga tanong? 	Oo 

Kung may mga batang nagtatrabaho na narito — 
maari ba namin silang mainterview? 

Kung wala, maari ba kaming bumalik sa ibang araw upang makausap sila? 	Oo 

Katibayan na ang Paunawa ay naipaliwanag at ang mga tanong ay aking personal sa nakalap ayon sa 

hinihiling ng alituntunin. 

Lugar at Petsa 	 Lagda ng nagtanong. 

Oo 

Hindi 

Hindi 

Hindi 
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Malap t na kaanib n g pamilya na malayo ang tinitirhan (5-17 taong gulang) 

All 

Al2 

A13 

A14 

Household Membershi 
BIg. Miyembro 

sa araw ng 

Pagbisita 

(Pangalan) 

Relasy 
on sa 
ulo ng 
tahana 
n 

Kasa 
-rian 
1: L 
2: 13 

Edad 
1: 0-4 
2: 5-9 
3: 10-12 
4: 13-14 
5: 15-17 
6: 18-25 
7: 26-49 
8: 50+ 

Kalagaya 
n ng 
miyem- 
bro 
1:not 
saver 
2: saver 
3:Assoc. 
saver 
4:not 
active 

Pina 
kam 
ataas 
na 
nata 
pos 

Para sa Matatanda 
(Maaring lumabis 
sa isang 
kasagutan) 
1: nagtatrabaho 
ng regular 
2: hindi regular 
3: gawaing bahay 
4: walang trabaho 
5: may sakit 
6: nag-aaral 
7: iba 

Para sa mga Bata 
5 — 17 

(Sa Nakaraang 6 
na buwan) 
(Maaring 
lumabis sa isang 
kasagutan) 
1: may trabaho 
2: naghahanap 
ng trabaho 
3: nag-aaral 
4: gawaing bahay 
5: walang 
ginagawa 

Al 

A2 

A3 

A4 

AS 

A6 

A7 

A8 

A9 

A10 

Tanda ng Kaugnayan: Tanda para sa Baitang: 
1 	Ulo 	7 Kapatid 1 Walang natapos 7 High School 
2 Asawa 8 Kamag-anak 2 Grade l to 1 1 1 8 College undergrd 
3 Anak 9 Katulong 3 Grade IV 9 College graduate 
4 Ampon 10 Nangungupahan 4 Grade V 
5 Apo 11 Hindi kamag-anak 5 Tapos ng elementary 
6 Magulang 6 l st  to 3`d  year 
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• 
iYlga Ulw• 

B1 
+5• 

May miyembro ba ng pamilya na nakautang sa PUNLA: 1: Meron, (sino): 
Kung wala, pumunta sa tanong B6 	 2: Wala, 

B2 Kailan unang 
nangutang 

1: 0 — 6 buwan, 2: 6 — 12 buwan, 3: 1 — 2 taon 
4: 3 — 5 taon, 5: di alam 

B3 Halaga ng huling 
inutang 

1: 
0 - 2,000 

2: 2,001 — 
3,000 

3: 3,001 — 
5,000 

4: 5,001 — 
8,000 

5: 8,001 — 
10,000 

B4 Bilang ng utang: 1 2 3 4 5 

B5 Saan nagamit ang 
inutang, 

1: Sa Pagsisimula ng negosyo, 2: para sa kasalukuyang negosyo, 
3: Pambayad ng ibang utang, 4: Pambili ng garnit pambahay 
(hindi pang-negosyo), 5: Edukasyon, 6: Iba pa (ilahad), 7: Ayaw 
sumagot 

B6 Meron pa bang ibang utang maliban sa PUNLA 
1: meron, 2: wala, (Kung parehong wala sa B1 
	& B6 pumunta sa C) 
B7 Kung meron, saan, 

1: Ibang NGO, 2: Miyembro ng pamilya, 
3: Sa pinagtatrabahuhan, 4: Bombay, 5: iba pa. 

B8 Laki ng huling inutang 
sa iba 

1: 
0 - 2,000 

2: 2,001 — 
3,000 

3: 3,001 — 
5,000 

4: 5,001 — 
8,000 

5: 8,001 — 
10,000 

B9 Saan ginamit ang 
inutang? 

1: Sa Pagsis'mula ng negosyo, 2: para sa kasalukuyang negosyo, 
3: Pambayad ng ibang utang, 4: Pambili ng garnit pambahay 
(hindi pang-negosyo), 5: Edukasyon, 6: Iba pa (ilahad), 7: Ayaw 
sumagot 

B10 Mahirap bang 
magbayad ng inutang? 

1: Oo, 2: Hindi, 3: Ayaw sumagot 

B11 Kung oo, anong dahilan 1: Makupad na negosyo, 2: Huminto o nagsara na ba ang negosyo 
3: Ang kita sa negosyo ay ginagamit ng ibang miyembro ng 
pamilya, 4: Ginamit ng ibang miyembro ng pamilya, 
5: pampamilyang dahilan (sakit etc.), 
6: Iba pa, 7: ayaw sumagot 

May pagbabago bang naganap sa oras ng pagtatrabaho ng mga bata mula nang mag-
umpisang mangutang sa PUNLA: (B12 — B15) 
1: tumaas, 2: walang pagbabago, 3: bumaba, 4: ayaw sumagot, 5: Hindi applicable, 

Pangalan at tanda mula A 
(Sa bawat Bata 5-17) 

Bata 1: Bata 2: Bata 3: Bata 4: 

B12 Gawaing Bahay (Pagluluto, 
paglilinis, pag-aalaga ng mga 
kapatid) 

B13 Tumutulong negosyo ng 
pamilya 

B14 Pagtatrabaho sa iba o may 
sariling negosyo/trabaho 

B15 Oras ng pagawa ng takdang 
aralin 

B16 Oras sa Eskwelahan 
1: Tumaas, 2: Walang 
Pagbabago, 3: Bumaba, 
4: Tumigil na sa pag-aaral 
5: Nakapag-aral, 6: Ayaw 
sumagot, 7: Hindi applicable, 
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Walani mua Utan 
Cl Bakit hindi kayo nakautang sa PUNLA, 

1: Hindi pa kwalipikado, 2: hindi pa panahon 
3: ayaw magsimula ng negosyo, 4: masyadong mataas ang interest, 
5: masyadong mapanganib (risky), 6: maraming pasikut-sikot 7: Di 
kailangang umutang, 8: iba: ilahad 

C2 Kung miyembro ng saver, gaano katagal: 1: 0 — 6 buwan, 2: 6 — 12 
buwan, 3: 12 —18 buwan, 4: 18 — 24 buwan, 5: 24+ buwan. 

C3 Pangunahing dahilan ng paglahok: 
1: para makautang sa hinaharap 2: para makakuha ng bank account, 
3: para makapag-impok 4: iba: ilahad, 5: Di alam, 6: Ayaw sumagot. 

C4 Mahirap bang mag-impok ng takdang halaga bawat linggo? 
1: Oo, 2: Hindi, 3: Ayaw sumagot 

Kung hindi saver 

C5 Bakit hindi ka pa kasali sa savings/credit programme: 
1: hindi natanggap sa grupo, 2: hindi makapag-impok ng takdang halaga, 
3: walang napapakinggang impormasyon tungkol sa programmes 
4: hindi kailangan ng utang, 5: iba, 6: ayaw sumagot 

C6 Kung pagbibigyan ka ng pagkakataon, gusto mo bang sumali sa 
savings/credit programme 1: Oo, 2: Hindi 

Walann Ne os vo 
DI Ang pamilya ba ay may negosyo? 

1: Meron, 2: Wala, Kung meron, pumunta sa E 

D2 May balak bang kayong magtayo ng negosyo sa hinaharap? 
1: Meron, 2: Wala, 3: di alam, 4: ayaw sumagot 

D3 Kung wala, bakit?: 1: Ayaw makipag-sapalaran, 2: di alam magpatakbo ng 
negosyo, 3: walang skills, 4: walang pondo/kapital 
5: iba 6: Ayaw sumagot 

D4 Kung meron, anong uri: 1: Serbisyo/Paglilingkod (Service), 
2: Produksyon(Production), 3: Pakikipagpalit (Trading), 
4: Konstruksyon (Construction), 
5: Transportasyon(Transportation), 6: Pangingisda (Fishing), 
7: iba pa, 8: di alam, 9: ayaw sumagot 

D5 Bakit ganitong uri ng negosyo: 
1: mayroong kaukulang karanasan, 2: Galing sa pamilya, 
3: May nakikitang pagbebentahan, 4: nakikita sa iba, 
5: Iba pa, 6: Di alam, 7: ayaw sumagot 

D6 Ikaw ba o ang iyong asawa ba ay may dating trabaho? 
1: Meron 2: Wala 3: Ayaw sumagot 

D7 Kung meron, anong uri ng negosyo: 
1: Serbisyo/Paglilingkod (Service), 2: Produksyon(Production), 3: 
Pakikipagpalit (Trading), 4: Konstruksyon (Construction), 
5: Transportasyon(Transportation), 6: Pangingisda (Fishing), 
7: iba pa, 8: di alam, 9: ayaw sumagot 

D8 Bakit ka huminto: 
1: walang kinikita, 2: walang orders, 3: nakahanap na trabaho, 
4: iba 5: Ayaw sumagot 
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E1 Anong uri ng negosyo 
(maaring lumabis sa isa), 

1: Serbisyo/Paglilingkod (Service), 
2: Produksyon(Production), 3: Pakikipagpalit (Trading), 
4: Konstruksyon (Construction), 
5: Transportasyon(Transportation), 
6: Pangingisda (Fishing), 7: iba pa, 8: di alam, 
9: ayaw sumagot 

E2 Kinaroroonan ng negosyo 1: Sa bahay 2: May takdang 3: Walang 
lugar sa labas ng 
bahay 

takdang lugar 

E3 Gaano katagal na ang 1: 0 — 6 buwan, 2: 6 — 12 Buwan, 3: 1 — 2 Taon 
negosyo: 4: 3 — 5 Taon, 5: 6+ taon, 6: Di alam 

E4 Sino ang nagsimula ng 1: 2: 
negosyo 
Takda ng Kaugnayan (A) 

E5 Paano nagsimula ang negosyo 1: 2: 
1: May kaukulang karanasan, 
2: Kunuha mula sa magulang, 
3: nakakita ng pagbebentahan, 
4: nakikita sa iba, 5: Iba pa, 
6: Di alam, 7: Ayaw sumagot 

E6 Sino ang namamahala ng 1: 2: 
negosyo, 
Takda ng kaugnayan (A) 

E7 Sino ang namimili at 1: 2: 
nagbebenta? 

E8 Gaano karami ang 1: 2: 
nagtatrabaho sa negosyo (PT 
& FT) 

E9 Mayroon bang mga kaanib ng Takda mula sa A Takda mula sa A Takda mula sa 
pamilya 5 — 17 na tumutulong 
sa negosyo 

A 

E10 Mayroon bang (5 — 17) na di Pangalan at edad Pangalan at edad Pangalan at 
miyembro ng pamilya na 
tumutulong sa negosyo 

edad 

Eli Nagpalit ka na ba ng mga nagtatrabaho sa pamilya sa loob 1: 2: 
ng 6 na buwan? 1: Oo 2: Hindi 

E12 Kung Oo, gaano kalaki: 1: 2: 
1:+1,2:+2,3:+3+,4:-1,5:-2,6:-3+ 

E13 Nagbago ba ang benta sa negosyo sa loob ng 6 na buwan? 1: 2: 
1: Oo, 2: Hindi 

E14 Kung Oo, ilarawan ang pagbabagong naganap: 1: 2: 
1: tumaas, 2: Sobrang tumaas, 3: bumaba, 4: sobrang 
bumaba 

E15 Gaano kalaki ang 1: 2: 3: 4: 5:  6:  7:  
benta nang nakaraang 0-500 501- 2001- 5001- 10001 - 25001 - 5000 
isang linggo, 8: Di 
alam, 
9: Ayaw sumagot 

2000 5000 10000 25000 50,000 0+ 
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Mga Bata ng Nagtatrabaho: 
ng nagtatrabaho, ano mang oras/panahon sa nakaraang 6 na buwan 

FI Pangalan at Bilang (galing sa table 
A). Kung wala, pumunta sa F10 

I 2 3 4 

Ano ang ginagawa ng bata sa 
pinagtatrabahuhan 
1: Paglilingkod/Serbisyo (service), 
2: Produckson (Production) 
3: pagtitinda (Sales), 
4: Konstruksyon (Construction), 
5: Transporatsyon 
(Transportation) 
6: Pagsasaka, 7: Pangingisda, 8: Sa 
boob ng bansa 9: Pang-aliw 
(entertainment), 10: Iba, 
11: Di Alam, 12: Ayaw sumagot 

F2 Dami ng araw sa isang lingo: 
8: tuwing sabado at lingo lang, 
9: di alam, 10: Ayaw sumagot 

F3 Ang inyo bang anak ay 
nagtatrabaho lang kung bakasyon o 
kung taglakas: 1: Oo 2: Hindi 

F4 Kung tutuusin, mga ilang linggo 
nagtrabaho ang bata sa nakaraang 6 
na buwan 

F5 Kadalasang bilang ng oras ng 
pagtatrabaho sa isang araw 
1: 0-2,2:2 -4,3:4-6, 
4:6-8,5:8-10,6:10+, 
7: di alam, 8: ayaw sumagot 

F6 Kung ang pagtatrabaho ay walang 8 
oras, kailan ka madalas magtrabaho 
ang mga bata; 
1: tuwing umaga lamang, 
2: tuwing hapon lamang 
3: tuwing gabi lamang 
4: walang takdang oras 
5: Di alam 6: Ayaw sumagot 

F7 Edad ng nagsimulang magtrabaho 
1: 0-4, 2: 5-9, 3: 10-12, 
4: 13-14, 5: 15-17, 6: di alam, 
7: Away sumagot. 

F8 Bakit nagtatrabaho ang bata: 
1: Para magkaroon ng karanasan, 2: 
para pandagdag sa kita ng pamilya 
3: Para pambayad sa mga utang ng 
pamilya 4: Walang pambayad sa 
pag-aaral ng bata at iba pang 
problema kaugnay ng pag-aaral 5: 
Gusto nang magtrabaho 6: Para 
makatulong sa negosyo ng pamilya, 
7: para sa pag-aaral nya, 8: para sa 
pag-aaral ng mga kapatid, 9: iba pa, 
10: di alam, 11: ayaw sumagot 
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F9 Sino ang nagpasya ng pagtatrabaho 
ng bata? 1: Ama, 
2: Ina, 3: Taga-bantay (Guardian), 
4: ang bata, 5: ibang miyembro ng 
pamilya 
6: desisyong ng pamilya, 7: iba pa, 
	8: di alam, 9: Ayaw sumagot 
F10 Nasaktan na ba ang bata sa 

pagtatrabaho? 
1: meron, 2: wala 

Fi l Kung meron, ano? (maaring 
lumabis sa isa ang sagot): 
1: hiwa, 2: gasgas 3: naipit 
4: nabalian, 5: sunog, 
6: sakit sa balat, 
7: sakit ng katawan, 8: sakit sa 
mata, 9: sakit sa pandinig, 
10: paghinga, 11: iba pa: ilahad, 12: 
	 di alam, 13: ayaw sumagot 
F12 Tumigil na ba ang bata sa 

pagtatrabaho? 
(kung nagtatrabaho ng FT) 
	 1: Oo, 2: Hindi 
F13 Kung Oo, anong dahilan? 

1: Para bumalik sa pag-aaral, 
2: Di masaya sa trabaho 
3: Natanggal sa trabaho, 
4: Nagkaroon ng karamdaman o 
sakit 
5: Awareness campaign 
6: Walang trabaho 
7: Iba pa, 8: Di alam 
	 9: Ayaw sumagot 
F14 Ang inyo bang anak (5-17) ay 

tumulong sa gawaing bahay? 
 	1: Oo 2: Hindi 
F15 Kung Oo, ilang oras sa isang araw? 

1:0-2,2:2-4,3:4 -6, 
4:6-8,5:8- 10,6:10+, 
	 7: di alam, 8: Ayaw sumagot 
F16 May iba bang di miyembro ng pamilya (5-17) na 

tumutulong sa bahay? 

1: Meron, 2: Wala, 3: Ayaw sumagot 

F17 Kung meron, anong edad at ilang oras sa isang 
araw? 

449 



Pa-aa rai 
Pangalan at Bilang (galing sa 
table A). Kung wala, pumunta sa 
H 

1 2 3 4 

G1 Nag-aaral 	ba ang 	inyong mga 
anak? (4 na araw sa isang lingo) 
1: Oo 2: hindi 

G2 Nag-aaral ba sa bahay ang bata 
(humigit isang beses sa isang 
lingo) 1: Oo, 2: Hindi 

G3 Huminto na ba ang baca sa pag-
aaral? 1: Oo, 2: Hindi 

G4 Kung Oo, ano ang pangunahing 
dahilan? 1: problema sa guro, 
2: Walang paaralan, 3: Walang 
hilig sa pag-aaral, 4: Masyadong 
malayo ang paaralan, 5: 
kailangang tumulong sa negosyo 
ng pamilya, 6: Kailangang 
magtrabaho, 7: kailangang 
tumulong sa gawaing bahay, 
8: problem sa paaralan, 9: Iba 
10: di alam, 11: ayaw sumagot. 

G5 Umulit na ba ng baitang o taon 
ang inyong mga anak sa pag-
aaral: 1: Oo 2: Hindi 

Kita at Gastos 
H1 Gaano kalaki ang kita ng 

pamily sa isang linggo 
8: di alam, 9: Ayaw 
sumagot 

1: 
0 — 
500 

2: 
501 - 
1,000 

3:  
1,001 
— 
2,000 

4:  
2,001 
— 
3,000 

5:  
3,001 
— 
5,000 

6:  
5,001 
— 
8,000 

7:  
8,001+ 

H2 Nang nakaraang linggo, 1: 2: 3: 4: 5: 6: 
gaano kalaki ang kinita at 0 - 50 51 - 100 101 - 301 - 501 — 1001+ 
naitulong ng bata? 7: di 
alam, 8: Ayaw sumagot 

300 500 1,000 

9: Hindi applicable 
H3 Ano ang kalagayan ng 1: mababa sa katamtaman, 2: katamtaman, 

kita ng pamilya noong 3: mataas sa katamtaman, 4: Di alam 
isang linggo. 5: Ayaw sumagot, 

H4 Gaano kalaki ang 1: 2: 3: 4: 5: 6: 7: 
kabuuang gastos ng 0 - 500 501 — 1,001 2,001 3,001 5,001 8,001+ 
pamilya noong nakaraang 1,000 — — — — 
linggo 2,000 3,000 5,000 8,000 
8: di alam, 9: ayaw 
sumagot 
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tatanong• 
II Tirahan: 1: Bahay, 2: inuupahan 3: Apartment, 

4: kwarto, 5: walang bahay, 6: iba pa 

I2 Ilan ang kwarto 

I3 Materyal na ginamit sa paggawa ng bahay: 
1: Kahoy, 2: Lumang materyales, 3: Sementado, 
4: Iba 

I4 Meron bang sariling tubig sa bahay 
1: meron, 2: wala 

15 Meron bang CR? 	1: Oo 2: Hindi 

I6 Telebisyon 	1: meron 	2: wala 

I7 Refrigirator 	1: meron 	2: wala 

I8 Telepono 	1: meron 2: wala 

I9 Ibang mamahaling kagamitan (ilahad) 

SABIHIN: SALAMAT!! 

Mga nais sabihin: 
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Appendix 12 

Overview of Variables for Household Data Set 

The list below covers all variables in the data set (Household Level Data (630 

observations). 

1 id: Id number of household 

2.  arca: Research area (Pandacan and Paco 1; Binan 2) 

3.  micfin: Membership of microfinance (Dummy variable) 

4.  micfinx Inactive membership of microfinance (Dummy variable) 

5.  houssize Number of people in household 

6.  children Number of children under 18 years in household 

7.  workchil Number of children under 18 y. in household working 

8.  workchilx Working children in household (Dummy variable) 

9.  younchil Number of children under five years of age in household 

10.  businesx Household business or not (Dummy variable) 

11.  bussrnx Business male operated (Dummy variable) 

12.  bussfx Business female operated (Dummy variable) 

13.  femhead Female head of household present (Dummy variable) 

14.  femsaver Membership of microfinance 

15.  femedu Female head's education level (categorised) 

16.  femactiv Main activity the past six months 

17.  malhead Male head of household present (Dummy variable) 

18.  malsaver Membership of microfinance 

19.  maledu Male head's education level (categorised) 

20.  malactiv Main activity the past six months 

21.  AdultMal Adult males (non- parent in the household) 

22.  AdultMx Adult males (Dummy variable) 

23.  AdultFern Adult females (non-parent in the household) 

24.  AdultFx Adult females (Dummy variable) 

25.  Loan X Loan (MF or other source) (Dummy variable) 

26.  NGOLoan Loan obtained (Microfinance) (Dummy variable) 
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27.  

28.  

29.  

30.  

31.  

32.  

33.  

34.  

35.  

36.  

37.  

38 

39.  

40.  

41.  

42.  

43.  

44.  

45.  

46.  

47.  

48.  

49.  

50.  

51.  

52.  

53.  

54.  

55.  

56.  

57.  

58.  

NonNGOL Loan from other source than MF (Dummy variable) 

Default 	Defaulted on loan (Dummy variable) 

LoanNGOT Size of MF loan 

LoanOthT 

LoanTotal 

NGOUSE 

Otheruse 

12source 

loanrepa 

lreason 

noloan 

nloansav 

rfjoin 

savediff 

notactiv 

nonsaver 

interj oi 

interwhy 

ninterwh 

nenterpr 

newhyn 

netype 

newhytyp 

nebefore 

nebtype 

nebstop 

entltyp 

entlloc 

howlong 1 

nuempl l 

ocemplx 

ocempnb 

Size of loan from other source 

Total loan size (NGO and other source). 

Use of MF loan 

Use of loan from other source 

Source of other loan 

Difficulties in repayment (Dummy variable) 

Reason for difficulty 

Why no loan 

Member of microfinance programme for how long 

Reason for joining microfinance programme 

Difficulties in saving required amount 

Reason for not being active 

Reason for not having joined microfinance programme 

Interested in joining microfinance programme (Dummy variable) 

Why interested in joining 

Why not interested in joining 

Any plans to start an enterprise (Dummy Variable) 

If no, reasons for not wanting enterprise 

If yes, what type of enterprise 

Why this type of enterprise 

Has the household had an enterprise before (Dummy Variable) 

Type of enterprise 

Why was this enterprise closed 

Type of household enterprise 

Location of enterprise 

How long has the enterprise existed for 

Number of employees 

Own children employed (Dummy variable) 

How many of own children employed 

453 



59.  otcempl2 Other children employed 

60.  chanemp l Change in number of employees 

61.  chansal 1 Change in level of sales 

62.  salelasl Sales in the past week (Categorised) 

63.  SaleX Sale in the past week (weighted) 

64.  ent2type Type of second enterprise 

65.  ent2loc Location of second enterprise 

66.  howlong2 IIow long has second enterprise existed for 

67.  nuempl2 Number of employees in second enterprise 

68.  chancmp2 Change in number of employees in second enterprise 

69.  chansal2 Change in level of sales for second enterprise 

70.  incohous Household income (categorised) 

71.  incomx Household income (weighted and divided by 1000) 

72.  incompp Income per person in past week 

73.  chilcont Children's contribution to household income 

74.  Childcont2 Children's contribution (weighted) 

75.  incomnoc Children's contribution in per cent of household income 

76.  HHIWOC Household income per person w. o. children's contribution 

77.  expeaver Total household expenditure in the past week 

78.  rooms Number of rooms in residence 

79.  water Running water in the residence (Dummy Variable) 

80.  sanita Does the household have own toilet (Dummy Variable) 

81.  tele Does the household have own television (Dummy Variable) 

82.  fridge Does the household have own fridge (Dummy Variable) 

83.  telephon Does the household have own telephone (Dummy Variable) 

84.  other Other expensive items (electrical appliances etc.) 
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Appendix 13 

Overview of Variables for Child Data Set 

The list below covers all variables in the dataset (Child Level Data (1717 Observations). 

1 id: Id number of Household 

2.  area: Research area, Binan (1) or Pandacan and Paco (2). 

3.  micfin Is household member of microfinance 

4.  micfinx Is household inactive member of microfinance 

5.  loanngox Does household have loan from microfinance 

6.  incomx Household income past week (weighted) 

7.  incoppx Household income past week — per person 

8.  businesx Does household have MSE 

9.  clrelat Child's relations w. head of household (0:son/daughter; 1: not) 

10.  c 1 sex Gender of child (1:boy; 2: girl) 

11.  clage Age of child (categorised) (1:5-9; 2:10-12; 3:13-14; 4:15-17) 

12.  c 1 school Education level (categorised) 

13.  clactiv Main activity (1:work; 2:looking for work; 3:school, 

4:housekeeping; 5: school and housekeeping, 6:school and work; 

7:work and housekeeping, 8: school, work and housekeeping; 

9: idle) 

14.  cltypewo Primary type of economic work child is engaged in 

15.  cltypew2 Secondary type of economic work child is engaged in 

16.  clworkx Is child working (Dummy Variable) 

17.  clwreaso Only working during vacation or high season (Dummy Variable) 

18.  clwhoux Work (economic) hours per week (0 hour missing) 

19.  clwhouxx Work (economic) hours per week (0 hour included) 

20.  clwage Age of child when stated to work 

21.  c l wsupvi Does child work under a parent's supervision 

22.  clwreaso Reason for child working 

23.  c l wdecid Who decided child should work 

24.  clwinjur Has the child ever been injured while working (Dummy Variable) 
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25.  clwitype Type of injury 

26.  clwhouse Does child do domestic work (Dummy Variable) 

27.  clhwhrx Work (housekeeping) hours per week (0 hour missing) 

28.  clhwhrxx Work (housekeeping) hours per week (0 hour included) 

29.  cltothou Total working hours (econ. and house.) per day 

30.  clsscho Does child attend school (at least four times a week) 

31.  c l sprobl Has child had any problems in school (Dummy Variable) 

32.  clssreas The reasons for any problems 

33.  clrepeat I-Ias the child repeated a grade (Dummy Variable) 

34.  c 1 schola Is child a recipient of a scholarship (Dummy Variable). 
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Appendix 14 

Overview of Variables for Child Regression Data Set 

The list below covers all variables in the child regression data set (child04). The 

variables which have been used in the models in Chapter 9 are marked with "*". 

1.* ID Id number of Household 

2.* AREA Research area (Pandacan and Paco 1; Binan 2) 

3.* MICFIN Membership of microfinance ( No:0; Yes:1) 

4.  MICFINX Inactive member of microfinance (No:0, Yes:1) 

5.  LOAN Loan (No:0, Yes:1) 

6.  LOANNGOX Microfinance loan (No:0, Yes:1) 

7.  LOANOTHE Loan from other source (No:0, Yes:1) 

8.* LOANDEF Default on microfinance loan (No:0, Yes:1) 

9.  HOUSESIZE Number of people in household 

10.  CHILDREN Number of children under 18 years in household 

11.* YOUNCHIL Number of children under five years of age in household 

12.  YOUNCH_A Young children under five y.o.a. in household (No:0, Yes:1) 

13.  BUS SINEX Household business (No:0, Yes:1) 

14.* BUSSMX Business male operated (No:0, Yes:1) 

15.* BUSSFX Business female operated (No:0, Yes:1) 

16. FEMHEAD Female head of household present (No:0, Yes:1) 

17.* FEMEDU Female head's education level (Categorised) 

18. MALHEAD Male head of household present (No:0, Yes:1) 

19.* MALEDU Male head's education level (Categorised) 

20. MALACTX Male head's employment (Irregular:0, Regular:1) 

21.* ADULTMAL Number of adult males in household (not father) 

22. ADULTMAA Adult males in household (not father) (No:0, Yes:1) 

23.* ADULTFEM Number of adult females in household (not mother) 

24.  ADULTF_A Adult females in household (not mother) (No:0, Yes:1) 

25.  CHILDAWA Child living away from household (No:0, Yes:1) 

26.  CHILDA_A Gender of child living away (Male:0, Female:1) 

457 



27. LSIZETOT Total Loan — both NGO and Other 

28.* LSIZENGO Loan size from NGO (Categorised) 

29.* LSIZEOTH Loan size from other source (Categorised) 

30.  ENTLOC Location of Enterprise (Non-home:0, Home:1) 

31.  ENTLOC2 Location of Enterprise (Fixed Place:0, No Fixed Place:1) 

32.  SALETOTA Total sales from MSE 

33.* INCOMX Income last week 

34.  INCOPPX Income per person last week 

35.  WATER Running water in the residence (No:0, Yes:1) 

36.  SANITA Does the household have own toilet (No:0, Yes:1) 

37.  TELE Does the household have own television (No:0, Yes:1) 

38.  FRIDGE Does the household have own fridge (No:0, Yes:1) 

39.  TELEPHON Does the household have own telephone (No:0, Yes:1) 

40.  OTHER Other expensive items (electrical applian. etc.) (No:0, Yes:1) 

41.* C1RELATX Other relation than son/daughter (No:0, Yes:1) 

42.* C1SEX Gender of child (Male:0, Female:1) 

43.* C 1 AGE Age of child (categorised) 

44.* C1WORKX Is child working (No:0, Yes:1) 

45. C1WSEASO Only working during vacation or high season (No:0, Yes:1) 

46.* C 1 WHOUXX Work (econ) hours per week 

47.* C1LOGWHO Log of work (econ) hours per week 

48.  C1WSUPVI Does child work under a parent's supervision (No:0, Yes:1) 

49.  C 1 WHOUSE Does child do domestic work (No:0, Yes:1) 

50.* C 1 HWHRXX Work hours (house) per week 

51.* C 1 LOGWH Log of work (house) hours per week 

52.* C 1 TOTHOU Total working hours (economic and household) per week 

53.* C1LOGTOT Log of total working hours (econ. and house) per week 

54.* C1SSCHO Does child attend school (No:0, Yes:1) 

55. C 1 SPROBL Has child had any problems in school (No:0, Yes:1) 

56.* C 1 REPEAT Has the child repeated a grade (No:0, Yes:1) 

57.* C 1 SCHOLA Is child a recipient of a scholarship (No:0, Yes:1) 

458 



Appendix 15 

Statistical Supplement 

This appendix is divided into three different sections: questionnaire construction and 

explanations; issues concerning the regression analysis; and a brief review of missing 

responses. 

Questionnaire Construction and Explanations: 

The questionnaire consists of nine different sections covering household size and 

composition, involvement in microfinance programmes and household enterprises, 

children's enrolment in school and involvement in work, as well as household income. 

Appendix 10 and 11 contain sample questionnaires in English and Tagalog respectively. 

The different questions are developed on the basis of the literature discussed in Chapter 

3, 4 and 5. In the section below, the letters and numbers in brackets refer to the section 

and question number in the questionnaire. The information collected on work hours, 

income and MSE sales is for the past seven days prior to the interview, whereas for 

loans the reference period is six months. 

A general remark concerning the questionnaire is that the issue of children's 

involvement in work is, as is evident from this thesis, highly complex and the 

importance of different factors may vary between geographical areas. It is therefore 

difficult beforehand to fully identify all the variables which will be relevant for the 

research. As a result one of the main issues concerning the questionnaire is that a 

number of questions in it, turned out not to be of interest, regardless of the questionnaire 

being tested on 30 households before being finalised. Furthermore, other questions have 

suffered from the interviewees' difficulties in remembering details. 

Section A identified the household's size and composition, including the members' 

educational background and main activities (working, housekeeping, unemployed etc). 

Section A also identified children of the heads of household who are not living at home 

(Al 1— A14). 

459 



For the adults of the household, I chose to look at completed grades instead of years of 

education. The reason for this is the high frequency of repeating grades particularly for 

the poorer households. This, for example, means that a person may have gone to school 

for six years which in principle is a full primary. However he or she may only have 

completed second or third grade because of repeatedly dropping out half way through 

the school year and starting again the following year. 

In retrospect the use of categories for age for children in the data collection must be 

considered less than optimal, and it would probably have been useful not to do so, 

particularly considering the importance of age as an explaining variable in the 

regression analysis. 

Section B (Bl — BI1) focuses on microfinance loans, access to other sources of credit as 

well as any difficulties in repaying loans over the past six months. While the loan size is 

categorised, I have transformed the variable in the dataset, using the mean value of each 

category. As loans are essential in ensuring a sustainable impact on poverty alleviation 

as discussed in Chapter 5, the impact of loans on children is sought identified in 

questions B12 — B16. However these questions have not proven effective. The vast 

majority of respondents insist that there is not any impact on the children arising from 

the loan, though the data in section F, or the Focus Group Discussions, may suggest 

otherwise. There may be a couple of reasons for this, one that the respondents cannot 

remember, or the effects of the loans have disappeared or because of fear that reporting 

a direct increase in children's work may result in some form of negative repercussion 

from the microfinance programme. 

Section C identifies reasons for not taking out loans or for not joining a microfinance 

programme. This section relates to the research question on the ability of microfinance 

to impact on all household with child labour. The question of savings difficulties (C4) is 

to see the extent to which households face difficulties in meeting savings requirements. 
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For the households not involved in a household MSE questions in section D are to 

identify any plans to start an enterprise and the apparent type of factors (supply-push or 

demand pull) behind the plans. 

Section E identified the type and size of enterprise(s) the household is involved in and 

the reasons behind starting them up. This is again to get an overview of the demand-

pull, supply push factors. It further identifies whether the MSE is male or female 

operated, as well as who is responsible for sales. The questions on who decided to start 

the MSE (E4), who operates it (E6) and who is responsible for sales (E7) are intended to 

identify control over income and sales. However, it is found that in the vast majority of 

cases it is the same person. The households are in a number of cases unable to give an 

estimate of the sales of the enterprise and if they have more than one, they are in the 

vast majority of cases unable to tell how much from each (El5). Questions concerning 

location of MSE (E2), length of operation (E3), and the decision on type of MSE (E5) is 

again to identify supply-push or demand-pull forces. 

The question on non-household children working in the MSE, has proven irrelevant 

with only three positive responses. Likewise, given the low number of MSEs with 

employees, the questions Ell — E12 concerning changes in employees also proved 

irrelevant for this analysis. Same applies to questions E13 —14 concerning sales. This is 

partly because the lack of accounting made any estimate more of a guess, and partly 

because of seasonality particularly in Bifian. Here it should be noted that for questions 

concerning comparisons with sales, income or work six months earlier, the interviewer 

seeks to relate it to an marker such as Easter or other significant religious holidays, as in 

"how are your sales now compared to just before or after Easter". As with loans, I have 

converted the categorised MSE sales data, using the middle value of each of the 

categories, a standard method for approximating grouped data (Kachigan 1991). The 

exception is for the very few MSE with sales above 50,000 pesos a week I have used 

75,000 as the value for that category. However, this only concerns very few MSEs 

(two). In the cases where the household has two operational MSEs, I have included the 

sales of the secondary MSE in the sales for the main MSE. Often household are unable 

to distinguish between the sales from the two. 
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Section F focussed on the children and their work, addressing the core of the research 

questions, seeking to identify the type of child labour, frequency and flexibility of the 

work, age in which they started, who directed child to start working and the hazards of 

the work. 

The number of hours children work is a key part of the data collection. However, most 

households do not know how many hours children work a day, or it varies between 

days. As most households are unable to provide precise estimates, two hour categories 

are used. For calculating a weekly average the median of the category is used, times 

number of days worked. For the top category of 10+ hours a day the median value is set 

to 12 hours a day. While some children worked more than 12 hours, in some cases 14 -

16 hours, the normal upper limit for a child is 12 hours a day. Another issue regarding 

the number of hours children work, is that the information comes from the parent being 

interviewed, which frequently understates the number of hours the children work, 

especially the amount of domestic work girls perform, as discussed in Chapter 8. 

Furthermore, surveys looking at children's working hours per week can be expected to 

have peaks at 7, 14, 21 and 28 hours per week (See for example Guarcello et al. 

2004:24, Figure 3 — 5). This research is experiencing similar results, especially for 

household work where there is a clear tendency for the results to congregate around 7, 

21 and 35 hours a week. On the question of how many weeks children have worked in 

the past six months (F4), I found households unable to answer this question with any 

certainty at all. In a few cases they guess, but in most they simply state that they cannot 

remember. For that reason the question is disregarded in analysis and I only focus on 

the seven days before the interview. This has some implications for the data in Binan, 

due to the seasonality (as also discussed in Chapter 6). As the quantitative data 

collection took place mainly during low season, this probably results in a relatively 

lower estimate of their working hours. 

Injury related questions (F10 — F11) are probably underreported. This is partly because 

parents don't want to talk about it, especially if the child is working in the household 

MSE, and in some cases because the injuries are difficult to detect such as exposure to 
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toxic fumes and chemicals. Also in a number of cases as discussed in the FGD, the 

children do not inform their parents about injuries out of fear of getting scolded. (See 

Appendix 7). The questions concerning if the child ever have stopped working (F12 and 

F13) are problematic. Because children for the most cases are working either full-time 

or part-time, very few stop working completely even when returning to school, rather, 

they at the most, reduce the number of hours they work. 

On the issue of domestic workers (F16 and F17), only very few household have one and 

the questions have not proved relevant. Even the households better off than average do 

not have domestic workers per se. However, instead a number of household have 

children of relatives living with them. These children (or a number of them) appear to 

have additional domestic responsibilities. 

Section G identifies the educational activity of the children, including attendance and 

homework as well as problems in school and repetition of grade. The question on 

whether the child does his or her homework has not proven effective. It is intended as a 

question to verify the child's involvement in school, such as if the child goes to school 

but never does his or her homework. However, the responses on the homework question 

are always positive if the child attends school, so the question is of little use and is 

disregarded in the analysis. Another issue is that the interviewee would often say that a 

child is still in school even if not, partially because they hope and expect that he or she 

would return to school at the beginning of next school year. The question concerning 

whether the child has ever repeated a year (G5) was occasionally misunderstood and 

perceived as if the child had failed a year and therefore had to repeat, rather than the 

intended meaning which is if the child failed to complete a year and therefore had to 

repeat, for example due to having to work full time. 

Section H concerns income questions and is deliberately placed at the end of the 

questionnaire, as it is frequently a sensitive issue. Even though it only asks about 

income for the past seven days, there are frequently difficulties in getting precise 

responses with the interviewee unable to remember. Furthermore, the mixing of sales 

and household finances also makes it difficult to get an exact overview of household 
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income. For that reason, income data is collected as categorised data. However, for the 

use in the regression analysis I transform the categories using the middle value of each 

of the categories, a standard method for approximating grouped data (Kachigan 1991), 

with the exception of the lowest and highest category. The lowest category (0-500) has 

been put at 400 pesos, rather that the middle value of 250 as none of the households 

make less than 400, an income, which is not enough for even bare survival. For the 

highest category (8000+) the income is set at 10,000 pesos, which is the highest income 

reported during interviews. However, for both these two categories the number of 

observations is low, for 0-500 there are 13 observations or 2.1 per cent, and for 8000+ 

there are three observations or 0.5 per cent. This means that these two categories only 

have limited effect on the results of the statistical analysis. 

One note on the issue of income: some studies do not include income as an explanatory 

variable as the contribution of the child to household income makes income 

endogenous. For example Grootaert (1998) considers income to be endogenous. Others 

subtract the children's contribution from household income (Ray 2000; Bhalotra and 

Tzannatos 2003:21). In this research this issue is of little concern as many of the 

children do not contribute financially directly to the household, but rather through their 

labour input in the household MSEs, particularly in Biian. I therefore choose to include 

income as an explanatory variable in the analysis. 

The attempt to counter seasonal income swings by asking if household income last 

week is higher, lower or the same as average failed, because the question (H3) was 

misunderstood and income was almost always reported as being below average. Some 

researchers argue for the use of expenditure (H4) as a better indicator of income, rather 

than income itself. However, I found that using expenditure presents a similar set of 

response problems. The interviewee had difficulties remembering and the mixture of 

household finances with MSE finances (and in cases consumption of stocks) makes 

expenditure estimates uncertain. Furthermore, the seasonality of work in Binan means 

that expenditure may be financed by savings. It also appeared (relatively) easier to 

establish the sources and amounts of income than expenditure. In the choice between 
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the two I believe that income presents the best picture in this research, though with the 

shortcomings noted. 

The questions in section I are intended as indicators of wealth and resources. However 

the question on type of habitation (I1) (house or apartment, renting, owning or 

squatting) is often misunderstood, and squatting is a bit of a sensitive issue which means 

that the answers are almost exclusively owning. Furthermore, a misunderstanding in the 

data collection means that the question of type of accommodation (house, apartment 

etc) was asked rather than observed. As a result, almost all respondents have stated that 

they live in a house, even when only having one room in a building. Quality of housing, 

construction materials, likewise intended as an indicator of wealth (I3) but in most cases 

habitation is constructed of a mix of materials, concrete floor, or walls, wood and 

salvage materials for wall, floor or roof, making it difficult to use as an indicator. The 

high frequency of in households with in-house sanitation is mainly a result of the 

question (I3) being interpreted as "in the house" rather than private or for the household 

only. In most cases sanitation is shared with other households, particularly in Pandaçan 

and Paco. Also it is often not water based sanitation. Questions (I6 — I9) all relate to 

wealth related indicators such as telephone and electrical appliances. 

Two questions are not directly included in the questionnaire but asked separately at the 

end of the interview: is any child a recipient of a scholarship, and which children, if any 

work directly with a parent or guardian. Finally, it should also be mentioned that I have 

not found any measurable difference in the responses depending on whether men or 

women are the respondents. However, for the focus group discussions it is a different 

matter as also discussed in Chapter 7. 

Regression Analysis 

One major issue in the analysis of the data originates from the research's focus on 

households. By collecting data on more than one child per household, clusters are 

created as the household level data such as income, parents' education etc. are the same 

for each child. In this research there are therefore a total of 630 clusters with a total of 

1717 children. The issue of clusters does present a problem and makes it impossible to 
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conduct a normal regression analysis on the data as the clusters may influence results. 

One straightforward method is to randomly select one child from each household. That, 

however, will leave the dataset with only 630 observations. Another method is the 

multilevel models, as used by Goldstein (1995) in testing of variance between children 

in a class and between classes. However, in the case of this research there are only few 

observations per cluster (six at the most) and as a result it is difficult to obtain 

reasonable estimates for each cluster. A third approach is to use SAS' GLIMMIX 

procedure. This is an add-on programme to the statistical programme SAS (Available 

from SAS on http://support.sas.com/rnd/app/download/html). The GLIMMIX procedure 

is relatively new, released in November 2005 and is designed to, among other things, 

address issues of clusters and other forms of repeated observations from same sampling 

group and allows for the blocking of variance matrices and parameter heterogeneity. 

The GLIMMIX procedure generalises the SAS MIXED and GENMOD procedures but 

expands the range of types of data on which it can be used. The GLIMMIX procedure is 

described in detail in SAS 2005. By using the id variable, which is identical for each 

household in the data set, as subject it allows me to use the full dataset. For background 

information, I have included the regression programme text in Appendix 27. One short 

coming is, however, that GLIMMIX does not support the Hosmer-Lemeshow test of 

logistic regression models in its current form. 

Another issue is the fulfilment of the assumptions concerning normal distribution, and 

homoscedasticity. There are indications that these two assumptions may be under strain 

when conducting linear regression analysis. Therefore, to overcome this, I use a semi-

log model where the dependent variable is a log of number of work hours (in model 

two) and log of number of total hours (both economic and non-economic) in model 

three, a procedure also mentioned in Gujarati (2006:278). As I am using a number of 

dummy variables, a double log model (where both dependent and independent variables 

are logs) would be problematic. The actual tests of noimal distribution and 

homoscedasticity can be found in Appendix 16. 
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Correlations 

Analysis of the data has revealed a number of cases with high (>0.3) levels of 

correlation between independent variables. Whenever this is the case, I have used the 

information gathered through the qualitative data collection to choose which of the 

variables to keep. In most cases it is a result of variables complementing each other, 

such as household size, number of children, number of adults etc. However, correlation 

is also found between certain variables and area. For example seasonal work is almost 

exclusively found in Binan. Similarly, working under supervision is almost exclusively 

found for households with MSEs, and is strongly correlated with the variables BUSSFX 

and BUSSMX. I have included a correlation coefficients table in Appendix 17, for the 

variables included in the data set used for the models in Chapter 9. In that regard, I have 

also chosen to use the variable loan size (LSIZE) rather than just the dummy loan or no 

loan. There are two reasons for this. One is that the impact of the loan can be expected, 

every things else being equal, to increase with size. Secondly, there is a correlation 

between loan and default, but by using loan size, the correlation becomes negligible. 

Also, while some researchers are using income per person, there is a correlation with the 

variables: adult males and adult females and young children. For that reason I choose to 

use the household income, as this allows me to include the other variables which as 

shown below are of interest to this research. 

Missing Responses 

While some issues may have been under-reported in this research such as the frequency 

of children's labour and income, missing values as such are really only an issue in 

income related areas: income, expenditure and sales volume from household enterprise. 

A total of 53 respondents (8.41 per cent) will not or can not provide an estimate for their 

income the week before the interview, and the non-respondents are overwhelmingly 

from Binan (71.70 per cent). There could be a number of reasons for not wishing to 

disclose income, particularly in the case of defaulting on loans. In other instances the 

respondent may not necessarily be aware of the income levels, though this is believed 

only to apply to an absolute minimum of cases. More likely there are other reasons. 

Membership of a microfinance programme could be one reason, a fear of either stating 

too high an income and not be eligible to participate, or too low an income and 
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considered unable to repay a possible loan. Other reasons for not revealing incomes 

could also be fear of loss of scholarships or other benefits, though only few (nine) of the 

non-respondents receive scholarships. The general impression from the interviews and 

Focus Group Discussions (FGD) is that it is in particular the marginal groups, either 

high or very low-income groups, which fail to state income. The purpose of this section 

is to briefly review this issue . 

The main figure of interest in table A.15.1 is the average number of working children 

per household which is lower for non-respondents, and these households also have on 

average a lower number of children. The indications that the non-respondent households 

are above average in terms of income or wealth are further supported in table A.15.2. 

Bearing in mind Table 7.2 in Chapter 7, where is it shown that the presence of 

telephone, fridge, or other expensive items are all correlated with a relatively higher 

household income, it is interesting to see that for these three categories the non-

respondents all have a higher frequency of ownership. 

Table A.15.1 Household Characteristics (Mean) 

(Total and by Area for respondents and non-respondents) 

(Mean) Pandaçan and Paco Bifian Total 

Total for 

area 

Non- 

respondents 

Total for 

area 

Non- 

respondents 

Total for 

areas 

Non- 

respondents 

Household size 6.28 6.67 5.81 5.87 6.02 6.09 

Number of children 3.56 2.40 3.23 2.47 3.37 2.45 

Number 	of 	children 

under 5 years of age 

0.52 0.73 0.62 0.50 0.58 0.57 

Number 	of 	working 

children 

1.68 0.33 1.35 1.05 1.49 0.85 

Source: author's survey 2002 

However, there are also indications that some of the non-respondents, particularly in 

Pandaçan and Paco may be below average in terms of income and wealth. There is a 

higher frequency of single mothers in Pandaçan and Paco among non-respondents. For 

households without water, and in house sanitation, female headed households are over 
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represented. However the sample for Pandaçan and Paco is very small with only 15 

observations. 

Of the 53 non-respondents, 38 have a household enterprise of which 21 per cent (eight) 

have sales of more than 5,000 pesos a week. Of the 38, 42.1 per cent will not or can not 

state their sales. Almost a third (five) of these non-respondent MSEs have three or more 

employees working for them indicating solid sales, and not a survival MSE. 

Furthermore, the education level for male head of non-respondent household is higher 

than average, and the majority of non-respondents (84.9 per cent) are members of a 

micro finance programme, and 14 of them have taken out a loan, though have four 

defaulted on payments. 

Table A.15.2 Household Wealth Characteristics (Per cent) 

(Total and by Area for respondents and non-respondents) 

Pandaçan and Paco Binan Total 

Total for 

area 

Non- 

respondents 

Total for 

area 

Non- 

respondents 

Total for 

areas 

Non- 

respondents 

In house water 31.7 20.0 30.0 36.8 30.6 32.1 

In house sanitation 79.5 73.3 69.5 89.5 73.7 84.9 

Television 91.5 86.7 84.9 89.5 87.5 88.7 

Fridge 29.2 40.0 31.1 57.9 30.2 52.8 

Telephone 7.0 13.3 17.6 36.8 13.0 30.2 

Other expensive 

items 

17.3 24.0 37.8 50.0 28.9 47.2 

Source: author's survey 2002 

The presence of valuable items, higher education levels, household MSEs with high 

sales or employees, and membership of microfinance programmes, and in some cases 

loaners, which as discussed in Chapter 7 is normally associated with higher than 

average incomes, goes to suggest that the majority of non-respondents are likely to have 

a higher than average income or level of wealth especially in Binan. That being said, 

there are however, also indications that some non-respondents, particularly in Pandaçan 

and Paco may have below average incomes. However, it is also noted that the average 
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number of working children is very low for Pandaçan and Paco non-respondent 

households. 
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Appendix 16 

Tests of Regression Models 

This Appendix provides tests of goodness of fit, as well as tests for normal distribution 

and homoscedasticity of the four different sets of models discussed in Chapter 9. They 

appear here in the same order as in Chapter 9. Test of correlations between variables are 

provided in Appendix 17. 

For fit of models, I use the standard tests provided by the SAS programme (-2 Residual 

Log Pseudo-Likelihood, Generalized Chi-Square and Generalized Chi-Square/DF). 

Unfortunately, an useful test for goodness of fit of logistic regression models "Hosmer-

Lemeshow" is not supported by the SAS Glimmix procedure in its current format. It is 

therefore not possible to perform this test on Model 1 and Model 4 (SAS 2005). 

For testing the assumption of normal distribution of residuals for linear regression 

models I use histograms. I have also used Kolmogorov-Smimov, Cramer-von Mises and 

Anderson-Darling tests for goodness of fit for normal distribution. However, in a 

number of cases, especially in model two, these test do not support that the residuals 

take on a normal distribution, regardless of a reasonable impression from the 

histograms. The reasons for this can possibly be that the Kolmogorov-Smirnov test is 

more sensitive near the centre of the distribution than the tails (Donadio et al. 2004:2). 

Also, while the Kolmogorov-Smirnov test is considered more powerful than the chi-

square under certain circumstances, it also provides more conservative estimates, 

thereby risking wrongly rejecting a distribution as non-normal (Lilliefors 1967). 

Similarly, the Anderson — Darling test also has it limitations with more weight given to 

the tails of the distribution (Donadio et al. 2004:2). This may be a reason for this test to 

come out negative, as some of the distributions do not have smooth tails. However, 

based on visual interpretations of the histograms I find that the normal distribution 

requirements can be justified as fulfilled. 

For test of homoscedasticity I use scatter plots of residuals against predicted Y, as well 

as the Park Test which is a regression analysis of the residuals, see A.1 below. The 
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procedure is described in Gujarati (2006:402). The test shows the significance of the 

estimated slope coefficient B2 and thereby indicates if there is a heteroscedastic variance 

in the data. 

(A.1) 	 In e,2  = B1 + B2  ln(Y) + v;  

As can be seen from the tables below, in most cases, the models pass the Park test, with 

low significance of the slope coefficient and equally low R2  which indicates that the 

homoscedasticity assumption is fulfilled. However, in two cases the slope coefficient is 

significant, but as the R2  is low in both cases (below 0.055), it indicates a very low 

influence. (See Table A.16.4 and A.16.7). Furthermore, the scatter plots for these two 

sub models appear similar to those of the other non-significant sub-models. I therefore 

keep these models in their present form, while also keeping the issue in mind. 

Model 1 
Do Children Work or Not (Logistic Regression) 

Table A.16.1 Fit Statistics by Area and Gender 

-2 Residual Log 

Pseudo-Likelihood 

Generalized 

Chi-Square 

Generalized Chi- 

Square/DF 

Pandaçan and 

Paco 

Male 

Female 

1923.73 244.05 0.64 

1814.63 241.37 0.66 

Biran Male 

Female 

2100.87 236.61 0.58 

1898.17 266.18 0.70 
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Model 2 
Number of Economic Work Hours (Linear Regression) 

Table A.16.2 Fit Statistics by Area and Gender 

-2 Residual Log 
Pseudo-Likelihood 

Generalized 
Chi-Square 

Generalized Chi- 
Square/DF 

Pandaçan and 
Paco 

Male 
Female 

250.38 14.02 0.06 

221.56 9.64 0.06 

Biran Male 
Female 

251.36 5.88 0.03 
239.90 4.57 0.02 

Model 2: Normal Distribution Graphs: 

Graph A.16.1 
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Pandaçan and Paco Binan 

Male Female Male Female 

Kolmogorov — 0.08616 0.07527 0.07436 0.10597 

Smirnov  
(<0.010) (<0.010) (<0.010) (<0.010) 

Cramer — Von 0.37512 0.21663 0.328627 0.65976 

Mises  (<0.005) (<0.005) (<0.005) (<0.005) 

Anderson — 1.95980 1.13065 2.06914 4.16521 

Darling (<0.005) (0.006) (<0.005) (<0.005) 
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Table A.16.4 	Park Test of Residuals lo r2 * lo estimated Y) 
Pandaçan and Paco Binan 
Male Female Male Female 

Log (estimated Y) 
(S E) 

1.27770 
(0.47759) 

-0.75083 
(0.59240) 

-0.40211 
(0.30161) 

-0.12731 
(0.24664) 

t - value (of Y) 2.68 -1.27 -1.33 -0.52 

R2 0.0271 0.0085 0.0083 0.0013 

Model 3 
Total Number of Hours Children Work (Both Economic and Non-Economic) 

(Linear Regression) 

Table A.16.5 Fit Statistics by Area and Gender 

-2 Residual Log 
Pseudo-Likelihood 

Generalized 
Chi-Square 

Generalized Chi- 
Square/DF 

Pandaçan and 
Paco 

Male 
Female 

172.32 19.11 0.05 
213.42 17.21 0.05 

Binan Male 
Female 

189.45 14.45 0.04 
165.37 11.19 0.03 
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Table A.16.7 Total Hours Work (Economic and Non-Economic) 
* log(Estimated Y 

Pandaçan and Paco Binan 	
I 

Male Female Male Female 

Log (estimated Y) 
(S.E)  

2.87812 
(0.62083) 

0.45116 
(0.56802) 

0.27717 
(0.48015) 

0.00923 
(0.52730) 

t - value (of Y)  4.64 0.79 0.58 0.02 

R2 0.0548 0.0018 0.0010 0.0000 

Model 4 

Child in School or Not (Logistic Regression) 

Table A.16.8 Fit Statistics by Area and Gender 

-2 Residual Log 
Pseudo-Likelihood 

Generalized 
Chi-Square 

Generalized Chi- 
Square/DF 

0.72 Pandaçan and 
Paco 

Male 
Female 

2454.05  271.06 

2286.33 176.67 0.49 

Binan Male 
Female 

2270.71  312.50 0.76 

2104.01 242.47 0.64 
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Appendix 17 

Correlation Coefficients Table. 

The table below provides an overview of the Pearson correlation coefficients between 

the variables used in the regression models in Chapter 9. The coefficients are obtained 

using the PROC CORR function in SAS. Explanations of variables is provided in 

Appendix 14. 

Pearson Correlation Coefficients 
Prob > Irl under HO: Rho=O 

Number of Observations 

AREA 	MICFIN LSIZENGO LSIZEOTH LOANDEFA YOUNCHIL 
AREA 	1.00000 0.04683 0.00234 -0.06877 -0.04936 0.04463 

0.0523 	0.9227 	0.0044 	0.0409 	0.0645 
1717 	1717 	1717 	1717 	1717 	1717 

MICFIN 0.04683 1.00000 0.30075 0.08411 0.17304 -0.21077 
0.0523 	 <.0001 	0.0005 	<.0001 	<.0001 
1717 	1717 	1717 	1717 	1717 	1717 

LSIZENGO 0.00234 0.30075 1.00000 -0.05416 0.33702 -0.15345 
0.9227 	<.0001 	 0.0248 	<.0001 	<.0001 
1717 	1717 	1717 	1717 	1717 	1717 

LSIZEOTH -0.06877 	0.08411 -0.05416 	1.00000 -0.02179 -0.06623 
0.0044 	0.0005 	0.0248 	 0.3669 	0.0060 
1717 	1717 	1717 	1717 	1717 	1717 

LOANDEFA -0.04936 	0.17304 	0.33702 -0.02179 	1.00000 -0.05149 
0.0409 	<.0001 	<.0001 	0.3669 	 0.0329 
1717 	1717 	1717 	1717 	1717 	1717 

YOUNCHIL 0.04463 -0.21077 -0.15345 -0.06623 -0.05149 1.00000 
0.0645 	<.0001 	<.0001 	0.0060 	0.0329 
1717 	1717 	1717 	1717 	1717 	1717 

ADULTFEM -0.08733 	0.07608 	0.12077 -0.04529 -0.01041 	0.01482 
0.0003 	0.0016 	<.0001 	0.0606 	0.6663 	0.5395 
1717 	1717 	1717 	1717 	1717 	1717 

ADULTMAL 0.01036 0.06103 -0.07799 0.03974 -0.10202 -0.10381 
0.6680 	0.0114 	0.0012 	0.0998 	<.0001 	<.0001 
1717 	1717 	1717 	1717 	1717 	1717 

BUSSMX 0.50439 0.10283 0.12423 0.00220 0.05662 -0.00038 
<.0001 	<.0001 	<.0001 	0.9274 	0.0190 	0.9876 
1717 	1717 	1717 	1717 	1717 	1717 
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AREA 	MICFIN LSIZENGO LSIZEOTH LOANDEFA YOUNCHIL 

BUSSFX 0.41998 0.27703 0.29145 0.07314 0.04144 -0.13268 
<.0001 	<.0001 	<.0001 	0.0024 	0.0861 	<.0001 

1717 	1717 	1717 	1717 	1717 	1717 

FEMEDU 	- 0.51268 0.16670 	0.12088 	0.06413 	0.07621 -0.09723 

<.0001 	<.0001 	<.0001 	0.0080 	0.0016 	<.0001 

1710 	1710 	1710 	1710 	1710 	1710 

MALEDU -0.15556 0.10223 0.12298 0.03624 0.04204 -0.05083 
<.0001 	<.0001 	<.0001 	0.1333 	0.0816 	0.0352 

1717 	1717 	1717 	1717 	1717 	1717 

MALACTX -0.25290 0.23834 0.23545 0.01125 0.02920 -0.12969 
<.0001 	<.0001 	<.0001 	0.6414 	0.2265 	<.0001 

1717 	1717 	1717 	1717 	1717 	1717 

INCOMX -0.21314 0.26569 0.45447 0.04061 0.12765 -0.13641 

<.0001 	<.0001 	<.0001 	0.1025 	<.0001 	<.0001 

1618 	1618 	1618 	1618 	1618 	1618 

C1WORKX -0.03123 0.02333 -0.05151 -0.00798 0.06188 -0.02486 

0.1959 	0.3339 	0.0328 	0.7411 	0.0103 	0.3032 

1717 	1717 	1717 	1717 	1717 	1717 

C1LOGWHO -0.11052 -0.20191 -0.08388 	0.03402 -0.03430 	0.00908 

0.0008 	<.0001 	0.0111 	0.3035 	0.2994 	0.7837 

917 	917 	917 	917 	917 	917 

C1WHOUXX -0.04888 -0.10175 -0.07054 	0.02085 	0.01870 	0.01460 

0.0429 	<.0001 	0.0035 	0.3880 	0.4387 	0.5454 

1717 	1717 	1717 	1717 	1717 	1717 

C1HWHRXX 0.02981 -0.11651 -0.06459 -0.04084 0.00903 0.03227 
0.2170 	<.0001 	0.0074 	0.0907 	0.7084 	0.1813 

1717 	1717 	1717 	1717 	1717 	1717 

C1TOTHOU -0.02677 -0.13801 -0.08822 -0.00154 0.01966 0.02697 
0.2676 	<.0001 	0.0003 	0.9491 	0.4156 	0.2640 

1717 	1717 	1717 	1717 	1717 	1717 

C1LOGTOT 0.01927 -0.17946 -0.14134 -0.03792 0.00984 0.07489 
0.4550 	<.0001 	<.0001 	0.1414 	0.7030 	0.0036 

1505 	1505 	1505 	1505 	1505 	1505 

C1SEX -0.00718 0.04640 0.02431 -0.02363 0.01157 -0.02692 
0.7663 	0.0545 	0.3141 	0.3279 	0.6320 	0.2650 

1717 	1717 	1717 	1717 	1717 	1717 

C1AGE -0.02277 0.07369 0.03507 -0.00519 -0.01666 -0.18450 

0.3457 	0.0022 	0.1463 	0.8298 	0.4903 	<.0001 

1717 	1717 	1717 	1717 	1717 	1717 

C1RELATX -0.14449 	0.00684 -0.01725 	0.02643 -0.03279 	0.04729 

<.0001 	0.7770 	0.4749 	0.2737 	0.1744 	0.0501 

1717 	1717 	1717 	1717 	1717 	1717 
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AREA 	MICFIN LSIZENGO LSIZEOTH LOANDEFA YOUNCHIL 
C1SCHOLA -0.07987 	0.02521 -0.04014 	0.03206 -0.02290 -0.00649 

0.0009 	0.2966 	0.0964 	0.1842 	0.3430 	0.7882 

1717 	1717 	1717 	1717 	1717 	1717 

C1REPEAT 0.12702 -0.04804 -0.06350 -0.00924 -0.06947 0.04639 

<.0001 	0.0466 	0.0085 	0.7019 	0.0040 	0.0546 

1717 	1717 	1717 	1717 	1717 	3717 

C1SSCHO -0.13286 
<.0001 
1717 

0.21765 
<.0001 
1717 

0.09923 
<.0001 
1717 

0.04431 
0.0664 
1717 

0.04323 -0.16621 
0.0733 	<.0001 
1717 	1717 

ADULTFEM ADULTMAL BUSSMX BUSSFX 	FEMEDU 	MALEDU 

AREA 	-0.08733 0.01036 0.50439 0.41998 -0.51268 -0.15556 

0.0003 	0.6680 	<.0001 	<.0001 	<.0001 	<.0001 

1717 	1717 	1717 	1717 	1710 	1717 

MICFIN 	0.07608 	0.06103 	0.10283 	0.27703 	0.16670 	0.10223 

0.0016 	0.0114 	<.0001 	<.0001 	<.0001 	<.0001 

1717 	1717 	1717 	1717 	1710 	1717 

LSIZENGO 0.12077 -0.07799 0.12423 0.29145 0.12088 0.12298 

<.0001 	0.0012 	<.0001 	<.0001 	<.0001 	<.0001 

1717 	1717 	1717 	1717 	1710 	1717 

LSIZEOTH -0.04529 
0.0606 
1717 

0.03974 
0.0998 
1717 

0.00220 
0.9274 
1717 

0.07314 
0.0024 
1717 

0.06413 
0.0080 
1710 

0.03624 
0.1333 
1717 

LOANDEFA -0.01041 -0.10202 	0.05662 	0.04144 	0.07621 	0.04204 

0.6663 	<.0001 	0.0190 	0.0861 	0.0016 	0.0816 

1717 	1717 	1717 	1717 	1710 	1717 

YOUNCHIL 0.01482 -0.10381 -0.00038 -0.13268 -0.09723 -0.05083 

0.5395 	<.0001 	0.9876 	<.0001 	<.0001 	0.0352 

1717 	1717 	1717 	1717 	1710 	1717 

ADULTFEM 1.00000 0.08962 -0.02464 -0.02471 0.00357 -0.04674 

0.0002 	0.3076 	0.3063 	0.8827 	0.0528 

1717 	1717 	1717 	1717 	1710 	1717 

ADULTMAL 0.08962 1.00000 0.02497 -0.01494 -0.11565 -0.10758 

0.0002 	 0.3010 	0.5362 	<.0001 	<.0001 

1717 	1717 	1717 	1717 	1710 	1717 

BUSSMX -0.02464 0.02497 1.00000 0.27796 -0.19516 0.06158 

0.3076 	0.3010 	 <.0001 	<.0001 	0.0107 

1717 	1717 	1717 	1717 	1710 	1717 

BUSSFX -0.02471 -0.01494 0.27796 1.00000 -0.16119 -0.10198 

0.3063 	0.5362 	<.0001 	 <.0001 	<.0001 

1717 	1717 	1717 	1717 	1710 	1717 

FEMEDU 	0.00357 -0.11565 -0.19516 -0.16119 1.00000 0.25023 

0.8827 	<.0001 	<.0001 	<.0001 	 <.0001 

1710 	1710 	1710 	1710 • 	1710 	1710 
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C1WORKX -0.01200 -0.02851 -0.01071 
0.6194 	0.2377 	0.6575 
1717 	1717 	1717 

0.07794 -0.02039 
0.0012 	0.3994 
1717 	1710 

ADULTFEM ADULTMAL BUSSMX 	BUSSFX 
	

FEMEDU 	MALEDU 

MALEDU -0.04674 -0.10758 0.06158 -0.10198 0.25023 1.00000 
0.0528 	<.0001 	0.0107 	<.0001 
	

<.0001 
1717 	1717 	1717 	1717 
	

1710 	1717 

MALACTX 0.04420 -0.07142 -0.03709 
0.0671 	0.0031 	0.1244 
1717 	1717 	1717 

0.06971 
0.0039 
1717 

0.28396 
<.0001 
1710 

0.32859 
<.0001 
1717 

INCOMX 0.25443 
<.0001 
1618 

0.06736 
0.0067 
1618 

0.00896 
0.7188 
1618 

0.17765 
<.0001 
1618 

0.27323 
<.0001 
1611 

0.21634 
<.0001 
1618 

0.00718 
0.7661 
1717 

C1LOGWHO 0.01352 
0.6826 
917 

C1WHOUXX -0.01391 
0.5646 
1717 

C1HWHRXX -0.04918 
0.0416 
1717 

C1TOTHOU -0.03419 
0.1567 
1717  

0.09624 -0.04958 -0.08898 -0.03366 -0.15162 
0.0035 	0.1335 	0.0070 	0.3097 	<.0001 

917 	917 	917 	913 	917 

0.04041 -0.03130 -0.01088 -0.03038 -0.10078 
0.0941 	0.1948 	0.6524 	0.2093 	<.0001 

1717 	1717 	1717 	1710 	1717 

0.00997 -0.02285 -0.00796 -0.07790 -0.04855 
0.6798 	0.3441 	0.7417 	0.0013 	0.0443 

1717 	1717 	1717 	1710 	1717 

0.03808 -0.03647 -0.01268 -0.06092 -0.10589 
0.1147 	0.1309 	0.5994 	0.0117 	<.0001 

1717 	1717 	1717 	1710 	1717 

C1LOGTOT -0.03671 
0.1546 
1505 

C1SEX 	-0.00586 
0.8084 
1717 

C1AGE 	0.12731 
<.0001 
1717  

0.03584 -0.01693 
0.1646 	0.5117 
1505 	1505 

0.02542 -0.03886 
0.2924 	0.1074 
1717 	1717 

0.10790 -0.00600 
<.0001 	0.8040 
1717 	1717 

0.00186 -0.12264 -0.12429 
0.9426 	<.0001 	<.0001 
1505 	1498 	1505 

0.03439 -0.01204 -0.00226 
0.1543 	0.6187 	0.9254 
1717 	1710 	1717 

0.02296 -0.00430 -0.06303 
0.3416 	0.8589 	0.0090 
1717 	1710 	1717 

C1RELATX 0.14891 
<.0001 
1717  

0.18952 -0.04975 -0.09105 
<.0001 	0.0393 	0.0002 
1717 	1717 	1717 

0.01257 -0.15236 
0.6034 	<.0001 
1710 	1717 

C1SCHOLA 0.02404 
0.3194 
1717 

C1REPEAT -0.01781 
0.4609 
1717 

C1SSCH0 0.02389 
0.3226 
1717  

0.02060 -0.04823 -0.06366 0.00720 -0.03183 
0.3937 	0.0457 	0.0083 	0.7659 	0.1874 

1717 	1717 	1717 	1710 	1717 
0.06841 0.04804 0.03124 -0.14816 -0.13080 
0.0046 	0.0466 	0.1957 	<.0001 	<.0001 

1717 	1717 	1717 	1710 	1717 
0.00403 -0.06929 0.09209 0.18797 0.08332 
0.8674 	0.0041 	0.0001 	<.0001 	0.0005 

1717 	1717 	1717 	1710 	1717 
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MALACTX INCOMX 	C1WORKX C1LOGWHO C1WHOUXX C1HWHRXX 
AREA 	-0.25290 -0.21314 -0.03123 -0.11052 -0.04888 0.02981 

<.0001 	<.0001 	0.1959 	0.0008 	0.0429 	0.2170 
1717 	1618 	1717 	917 	1717 	1717 

MICFIN 	0.23834 0.26569 0.02333 -0.20191 -0.10175 -0.11651 
<.0001 	<.0001 	0.3339 	<.0001 	<.0001 	<.0001 
1717 	1618 	1717 	917 	1717 	1717 

LSIZENGO 0.23545 0.45447 -0.05151 -0.08388 -0.07054 -0.06459 
<.0001 	<.0001 	0.0328 	0.0111 	0.0035 	0.0074 
1717 	1618 	1717 	917 	1717 	1717 

LSIZEOTH 0.01125 0.04061 -0.00798 0.03402 0.02085 -0.04084 
0.6414 	0.1025 	0.7411 	0.3035 	0.3880 	0.0907 
1717 	1618 	1717 	917 	1717 	1717 

LOANDEFA 0.02920 0.12765 0.06188 -0.03430 0.01870 0.00903 
0.2265 	<.0001 	0.0103 	0.2994 	0.4387 	0.7084 
1717 	1618 	1717 	917 	1717 	1717 

YOUNCHIL -0.12969 -0.13641 -0.02486 	0.00908 	0.01460 	0.03227 
<.0001 	<.0001 	0.3032 	0.7837 	0.5454 	0.1813 
1717 	1618 	1717 	917 	1717 	1717 

ADULTFEM 0.04420 0.25443 -0.01200 0.01352 -0.01391 -0.04918 
0.0671 	<.0001 	0.6194 	0.6826 	0.5646 	0.0416 
1717 	1618 	1717 	917 	1717 	1717 

ADULTMAL -0.07142 	0.06736 -0.02851 	0.09624 	0.04041 	0.00997 
0.0031 	0.0067 	0.2377 	0.0035 	0.0941 	0.6798 
1717 	1618 	1717 	917 	1717 	1717 

BUSSMX -0.03709 0.00896 -0.01071 -0.04958 -0.03130 -0.02285 
0.1244 	0.7188 	0.6575 	0.1335 	0.1948 	0.3441 
1717 	1618 	1717 	917 	1717 	1717 

BUSSFX 0.06971 0.17765 0.07794 -0.08898 -0.01088 -0.00796 
0.0039 	<.0001 	0.0012 	0.0070 	0.6524 	0.7417 
1717 	1618 	1717 	917 	1717 	1717 

FEMEDU 	0.28396 0.27323 -0.02039 -0.03366 -0.03038 -0.07790 
<.0001 	<.0001 	0.3994 	0.3097 	0.2093 	0.0013 
1710 	1611 	1710 	913 	1710 	1710 

MALEDU 0.32859 0.21634 0.00718 -0.15162 -0.10078 -0.04855 
<.0001 	<.0001 	0.7661 	<.0001 	<.0001 	0.0443 
1717 	1618 	1717 	917 	1717 	1717 

MALACTX 1.00000 0.45361 -0.11286 -0.07935 -0.11262 -0.04698 
<.0001 	<.0001 	0.0162 	<.0001 	0.0516 
1717 	1618 	1717 	917 	1717 	1717 

INCOMX 0.45361 1.00000 -0.08712 0.06977 -0.04520 -0.07146 
<.0001 	 0.0005 	0.0390 	0.0691 	0.0040 
1618 	1618 	1618 	876 	1618 	1618 
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MALACTX INCOMX C1WORKX C1LOGWHO C1WHOUXX C1HWHRXX 

C1WORKX 	-0.11286 -0.08712 1.00000 0.56759 0.14915 

<.0001 0.0005 <.0001 <.0001 

1717 1618 1717 917 1717 1717 

C1LOGWHO -0.07935 0.06977 1.00000 0.88203 0.12428 

0.0162 0.0390 <.0001 0.0002 

917 876 917 917 917 917 

C1WHOUXX -0.11262 -0.04520 0.56759 0.88203 1.00000 0.13211 

<.0001 0.0691 <.0001 <.0001 <.0001 

1717 1618 1717 917 1717 1717 

C1HWHRXX -0.04698 -0.07146 0.14915 0.12428 0.13211 1.00000 

0.0516 0.0040 <.0001 0.0002 <.0001 

1717 1618 1717 917 1717 1717 

C1TOTHOU -0.11498 -0.07047 0.53910 0.82994 0.88960 0.57026 

<.0001 0.0046 <.0001 <.0001 <.0001 <.0001 

1717 1618 1717 917 1717 1717 

C1LOGTOT -0.14003 -0.12531 0.56493 0.87325 0.79415 0.53535 

<.0001 <.0001 <.0001 <.0001 <.0001 <.0001 

1505 1422 1505 917 1505 1505 

C1SEX 	0.02252 0.00422 -0.05768 0.00997 -0.04755 0.10232 

0.3509 0.8655 0.0168 0.7630 0.0488 <.0001 

1717 1618 1717 917 1717 1717 

C1AGE 	0.02858 0.11117 0.32876 0.31259 0.37618 0.27303 

0.2366 <.0001 <.0001 <.0001 <.0001 <.0001 

1717 1618 1717 917 1717 1717 

C1RELATX -0.02139 0.07195 -0.04988 0.00448 -0.01497 -0.01758 

0.3757 0.0038 0.0388 0.8923 0.5354 0.4667 

1717 1618 1717 917 1717 1717 

C1SCHOLA -0.00720 -0.01489 0.02823 -0.02620 -0.01707 0.05234 

0.7655 0.5495 0.2423 0.4280 0.4796 0.0301 

1717 1618 1717 917 1717 1717 

C1REPEAT -0.11107 -0.10030 0.06915 0.07761 0.10822 0.11731 

<.0001 <.0001 0.0041 0.0187 <.0001 <.0001 

1717 1618 1717 917 1717 1717 

C1SSCHO 	0.12943 0.12060 -0.00238 -0.38417 -0.28743 -0.00588 

<.0001 <.0001 0.9214 <.0001 <.0001 0.8077 

1717 1618 1717 917 1717 1717 

C1TOTHOU C1LOGTOT C1SEX C1AGE C1RELATX C1SCHOLA 

AREA 	-0.02677 0.01927 -0.00718 -0.02277 -0.14449 -0.07987 

0.2676 0.4550 0.7663 0.3457 <.0001 0.0009 

1717 1505 1717 1717 1717 1717 

MICFIN 	-0.13801 -0.17946 0.04640 0.07369 0.00684 0.02521 

<.0001 <.0001 0.0545 0.0022 0.7770 0.2966 

1717 1505 1717 1717 1717 1717 
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C1TOTHOU C1LOGTOT C1SEX 	C1AGE 	C1RELATX C1SCHOLA 

LSIZENGO -0.08822 -0.14134 	0.02431 	0.03507 -0.01725 -0.04014 

0.0003 	<.0001 	0.3141 	0.1463 	0.4749 	0.0964 

1717 	1505 	1717 	1717 	1717 	1717 

LSIZEOTH -0.00154 -0.03792 -0.02363 -0.00519 
0.9491 	0.1414 	0.3279 	0.8298 
1717 	1505 	1717 	1717 

0.02643 
0.2737 
1717 

0.03206 
0.1842 
1717 

LOANDEFA 0.01966 0.00984 0.01157 -0.01666 -0.03279 -0.02290 
0.4156 	0.7030 	0.6320 	0.4903 	0.1744 	0.3430 

1717 	1505 	1717 	1717 	1717 	1717 

YOUNCHIL 0.02697 0.07489 -0.02692 -0.18450 0.04729 -0.00649 
0.2640 	0.0036 	0.2650 	<.0001 	0.0501 	0.7882 

1717 	1505 	1717 	1717 	1717 	1717 

ADULTFEM -0.03419 -0.03671 -0.00586 	0.12731 	0.14891 	0.02404 

0.1567 	0.1546 	0.8084 	<.0001 	<.0001 	0.3194 

1717 	1505 	1717 	1717 	1717 	1717 

ADULTMAL 0.03808 
0.1147 
1717 

0.03584 
0.1646 
1505 

0.02542 
0.2924 
1717 

0.10790 
<.0001 
1717 

0.18952 
<.0001 
1717 

0.02060 
0.3937 
1717 

BUSSMX -0.03647 -0.01693 -0.03886 -0.00600 -0.04975 -0.04823 
0.1309 	0.5117 	0.1074 	0.8040 	0.0393 	0.0457 

1717 	1505 	1717 	1717 	1717 	1717 

BUSSFX -0.01268 0.00186 0.03439 0.02296 -0.09105 -0.06366 
0.5994 	0.9426 	0.1543 	0.3416 	0.0002 	0.0083 

1717 	1505 	1717 	1717 	1717 	1717 

FEMEDU -0.06092 -0.12264 -0.01204 -0.00430 0.01257 0.00720 
0.0117 	<.0001 	0.6187 	0.8589 	0.6034 	0.7659 

1710 	1498 	1710 	1710 	1710 	1710 

MALEDU -0.10589 -0.12429 -0.00226 -0.06303 -0.15236 -0.03183 
<.0001 	<.0001 	0.9254 	0.0090 	<.0001 	0.1874 

1717 	1505 	1717 	1717 	1717 	1717 

MALACTX -0.11498 -0.14003 0.02252 0.02858 -0.02139 -0.00720 
<.0001 	<.0001 	0.3509 	0.2366 	0.3757 	0.7655 

1717 	1505 	1717 	1717 	1717 	1717 

INCOMX -0.07047 -0.12531 0.00422 0.11117 0.07195 -0.01489 
0.0046 	<.0001 	0.8655 	<.0001 	0.0038 	0.5495 

1618 	1422 	1618 	1618 	1618 	1618 

C1WORKX 0.53910 0.56493 -0.05768 0.32876 -0.04988 0.02823 
<.0001 	<.0001 	0.0168 	<.0001 	0.0388 	0.2423 

1717 	1505 	1717 	1717 	1717 	1717 

C1LOGWHO 0.82994 0.87325 0.00997 0.31259 0.00448 -0.02620 
<.0001 	<.0001 	0.7630 	<.0001 	0.8923 	0.4280 

917 	917 	917 	917 	917 	917 
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C1TOTHOU C1LOGTOT C1SEX 	C1AGE 	C1RELATX C1SCHOLA 

C1WHOUXX 0.88960 0.79415 -0.04755 0.37618 -0.01497 -0.01707 
<.0001 	<.0001 	0.0488 	<.0001 	0.5354 	0.4796 
1717 	1505 	1717 	1717 	1717 	1717 

C1HWHRXX 0.57026 0.53535 0.10232 0.27303 -0.01758 0.05234 
<.0001 	<.0001 	<.0001 	<.0001 	0.4667 	0.0301 
1717 	1505 	1717 	1717 	1717 	1717 

C1TOTHOU 1.00000 0.93742 0.00774 0.43756 -0.02050 0.00997 
<.0001 	0.7487 	<.0001 	0.3959 	0.6797 

1717 	1505 	1717 	1717 	1717 	1717 

C1LOGTOT 0.93742 1.00000 0.01435 0.39264 0.01720 -0.01128 
<.0001 	 0.5779 	<.0001 	0.5050 	0.6619 

1505 	1505 	1505 	1505 	1505 	1505 

C1SEX 	0.00774 0.01435 1.00000 0.04748 -0.05816 0.09535 
0.7487 	0.5779 	 0.0492 	0.0159 	<.0001 
1717 	1505 	1717 	1717 	1717 	1717 

C1AGE 	0.43756 0.39264 0.04748 1.00000 -0.00342 0.08379 
<.0001 	<.0001 	0.0492 	 0.8872 	0.0005 
1717 	1505 	1717 	1717 	1717 	1717 

C1RELATX -0.02050 	0.01720 -0.05816 -0.00342 	1.00000 -0.04646 
0.3959 	0.5050 	0.0159 	0.8872 	 0.0543 
1717 	1505 	1717 	1717 	1717 	1717 

C1SCHOLA 0.00997 -0.01128 0.09535 0.08379 -0.04646 1.00000 
0.6797 	0.6619 	<.0001 	0.0005 	0.0543 
1717 	1505 	1717 	1717 	1717 	1717 

C1REPEAT 0.14374 0.12069 -0.06063 0.18998 0.00040 -0.01633 
<.0001 	<.0001 	0.0120 	<.0001 	0.9868 	0.4989 
1717 	1505 	1717 	1717 	1717 	1717 

C1SSCHO -0.24091 -0.36088 0.09774 -0.10660 -0.02899 0.10976 

<.0001 	<.0001 	<.0001 	<.0001 	0.2299 	<.0001 
1717 	1505 	1717 	1717 	1717 	1717 

C1REPEAT C1SSCHO 
AREA 	0.12702 -0.13286 

<.0001 	<.0001 
1717 	1717 

MICFIN -0.04804 0.21765 
0.0466 	<.0001 
1717 	1717 

LSIZENGO -0.06350 	0.09923 
0.0085 	<.0001 
1717 	1717 

LSIZEOTH -0.00924 	0.04431 
0.7019 	0.0664 
1717 	1717 

491 



C1REPEAT C1SSCHO 
LOANDEFA -0.06947 	0.04323 

0.0040 	0.0733 
1717 	1717 

YOUNCHIL 0.04639 -0.16621 
0.0546 	<.0001 
1717 	1717 

ADULTFEM -0.01781 
0.4609 
1717 

ADULTMAL 0.06841 
0.0046 
1717 

0.02389 
0.3226 
1717 

0.00403 
0.8674 
1717 

BUSSMX 0.04804 -0.06929 
0.0466 	0.0041 
1717 	1717 

BUSSFX 	0.03124 	0.09209 
0.1957 	0.0001 
1717 	1717 

FEMEDU -0.14816 0.18797 
<.0001 	<.0001 
1710 	1710 

MALEDU -0.13080 0.08332 
<.0001 	0.0005 
1717 	1717 

MALACTX -0.11107 0.12943 
<.0001 	<.0001 
1717 	1717 

INCOMX -0.10030 0.12060 
<.0001 	<.0001 
1618 	1618 

C1WORKX 0.06915 -0.00238 
0.0041 	0.9214 
1717 	1717 

C1LOGWHO 0.07761 -0.38417 
0.0187 	<.0001 
917 	917 

C1WHOUXX 0.10822 -0.28743 
<.0001 	<.0001 
1717 	1717 

C1HWHRXX 0.11731 -0.00588 
<.0001 	0.8077 
1717 	1717 
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C1REPEAT C1SSCHO 

C1TOTHOU 0.14374 -0.24091 
<.0001 	<.0001 

1717 	1717 

C1LOGTOT 0.12069 -0.36088 
<.0001 	<.0001 

1505 	1505 

C1SEX 	-0.06063 	0.09774 

0.0120 	<.0001 

1717 	1717 

C1AGE 	0.18998 -0.10660 

<.0001 	<.0001 

1717 	1717 

C1RELATX 0.00040 -0.02899 
0.9868 	0.2299 

1717 	1717 

C1SCHOLA -0.01633 	0.10976 

0.4989 	<.0001 

1717 	1717 

C1REPEAT 1.00000 -0.01913 
0.4281 

1717 	1717 

C1SSCHO -0.01913 1.00000 
0.4281 
1717 	1717 
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Appendix 18 

Regression Analysis with Significant Variables Only 

Below are the models presented in Chapter 9, but rather than keeping the insignificant 

variables as done in Chapter 9, here they are removed, one at a time starting with the 

one least significant until only significant variables remain. The models appear in the 

same order as in Chapter 9. 

The results here are largely identical to the models in Chapter 9. The values of the 

significant variables change some, as would be expected given the regression analysis is 

done with fewer variables, but none change in a way which affect the conclusions 

drawn. However, in a couple of cases, variables which are significant in the Chapter 9 

models come out as insignificant here. This mainly concerns the variables for loan sizes 

(lsizengo and lsizeother) which, though significant in the Chapter 9 models, have very 

low values. Where variables have changed from the models in Chapter 9 to become 

significant or insignificant, this is pointed out below the model. 

Model 1 
Do Children Work or Not (Logistic Regression) 

Table A.18.1 Fit Statistics by Area and Gender 

-2 	Residual 	Log 
Pseudo-Likelihood 

Generalized 
Chi-Square 

Generalized 	Chi- 
Square/DF 

Pandaçan and 
Paco 

Male 
Female 

1896.38 255.39 0.66 

1821.08 270.08 0.70 

Binan Male 
Female 

2050.62 255.27 0.60 
2001.38 315.31 0.73 
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Tab 
Pandaçan and Paco Binan 

Male Female Male Female 
- 	  

MICFIN 

LSIZENGO 

LSIZEOTH 

LOANDEFA 

BUSSFX 

FEMEDU 

INCOMX 

C1AGE 	(5-9) 

(10 -12) 

(13 -14) 

(15 - 17) 

Cl REPEAT 

Constant 

-0.9872*** 
(0.3707) 

-1.4822** 
(0.3571) 

1.3644*** 
(0.3609) 

1.3308*** 
(0.3189) 

-0.00041*** 
(0.000118) 

-0.00024** 
(0.000091) 

-0.00020* 
(0.000111) 
2.1211*** 
(0.7296) 

2.0702*** 
(0.6299) 

0.8594** 
(0.3979) 

1.3085*** 
(0.3545) 

0.6802* 
(0.3771) 

1.1748*** 
(0.3532) 

-0.3338* 
(0.1836) 
-0.3101* 
(0.1583) 

-0.3108** 
(0.1350) ) 

_ _ _ _ 

1.7526*** 
(0.3692) 

1.5243*** 
(0.3458) 

1.4301*** 
(0.3205) 

1.2833*** 
(0.3148) 

1.3048*** 
(0.4248) 

1.8788*** 
(0.3941) 

3.3033*** 
(0.4873) 

2.2019*** 
(0.3614) 

0.8263** 
(0.3972) 

1.7554*** 
(0.4226) 

4.1660*** 
(0.5053) 

2.3643*** 
(0.3569) 

-0.9098** 
(0.4061) 

1.2649*** 
(0.4679) 

3.5111*** 
(1.2548 

-0.7988 
(0.3242) 

-2.1614*** 
(0.4358) 

-2.8996*** 
(0.4137) 

*** * Significant at 10%; ** Significant at 5%; 	Significant at 1% 

The variable Younchil is no longer significant for Binan Male. 

Model 2 
Number of Economic Work Hours (Linear Regression) 

Table A.18.3 

Fit Statistics by Area and Gender 

-2 	Residual 	Log 
Pseudo-Likelihood 

Generalized 
Chi-Square 

14.99 

Generalized 	Chi- 
Square/DF 

0.06 Pandaçan and 
Paco 	 Female 

Male 170.42 
143.91 10.20 0.06 

Binan Male 
Female 

200.52 7.39 0.04 

216.57 5.96 0.03 
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Table A.18.4 Number of Hours Children Work (Economic) 

Pandaçan and Paco Binan 

Male Female Male Female 

MICFIN 

LSIZENGO 

LSIZEOTH 

ADULTFEM 

ADULTMAL 

MALEDU 

INCOMX 

C1AGE 	(5-9) 

(10 - 12) 

(13 -14) 

(15 - 17) 

C1SSCHO 

Cl R E LATX 

Cl REPEAT 

Constant 

-0.1115* 
(0.06075) 

-0.2326*** 
(0.3554) 

-0.3495*** 
(0.09704) 

-0.00004** 
(0.000017) 

0.000059** 
(0.000025) 

-0.09010* 
(0.05175) 

0.1093** 
(0.05178) 

-0.01775* 
(0.009819) 

0.05777** 
(0.02846) 

_ _ _ _ 

0.1272*** 
(0.04489) 

0.1352** 
(0.06541) 

0.1147** 
(0.05659) 

0.04994 
(0.05037)  
0.08409 

(0.05588) 
0.2205*** 
(0.06026) 

0.2210*** 
(0.07029) 

0.2180*** 
(0.06740) 

0.3756*** 
(0.07068) 

0.1784** 
(0.07320) 

0.2379*** 
(0.06147) 

0.1848*** 
(0.05178) 

-0.2833*** 
(0.06879) 

-0.2982*** 
(0.07759) 

-0.4624*** 
(0.06123) 

-0.1288* 
(0.06892) 

-0.2434* 
(0.1289) 

0.2014*** 
(0.06248) 
1.2326*** 
(0.09943) 

1.4351 *** 
(0.09732) 

-1.3920*** 
(0.09291) 

1.2386*** 
(0.1071) 

* Significant at 10%; ** Significant at 5%; *** S'gnificant at 1% 
For Binan, the variables AUDLTMAL and C1RELAXT have become significant, and BUSSMX 
insignificant. 
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Model 2 Residual Analysis (Residuals * Predicted Y) by Area and Gender. 
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Table A.18.6 Total Economic Work Hours 
Park Test of Residuals lo r2 * lo Estimated Y 

Pandaçan and Paco Binan 
Male Female Male Female 

Log (estimated Y) 
(S.E) 

1.44283 
(0.48454) 

-0.98538 
(0.56314) 

-0.53993 
(0.30280) 

-0.52757 
(0.25034) 

t - value (of Y) 2.98 -1.75 -1.78 -2.11 

R2 0.0331 0.0159 0.0144 0.0191 

Model 3 
Total Number of Hours Children Work (Both Economic and non-economic) 

Table A.18.7 Fit Statistics by Area and Gender 

-2 	Residual 	Log 
Pseudo-Likelihood 

Generalized 
Chi-Square 

Generalized 	Chi- 
Square/DF 

Pandaçan and 
Paco 

Male 
Female 

101.25 19.59 0.05 

147.92 18.01 0.05 

Binan Male 
Female 

132.25 16.23 0.04 
129.24 13.24 0.04 

N 
230 
Wq 
O. 2864 
pol FE.q 
O 2833 
RVEE 
O 8584 
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Table A.18.8 Total Number of Hours Children Work 

(Both Economic and non-economic) 

Pandaçan and Paco Bifian 

Male Female Male Female 

MICFIN 

LSIZENGO 

LSIZEOTH 

LOANDEFA 

BUSSFX 

FEMEDU 

MALEDU 

INCOMX 

CIAGE 	(5 - 9) 

(10 - 12) 

(13 - 14) 

(15 -17) 

CISSCHO 

C 1 SC H O LA 

Constant 

-1.1615*** 
(0.04375) 

-0.1018** 
_(0.04064) 

-0.08202" 
(0.04130) 

-0.00002** 
(0.000009) 

0.000046*** 
(0.000017) 

0.1146** 
(0.07301) 

0.07839** 
(0.03703) 

0.1623*** 
(0.04089) 

0.09764** 
(0.04288) 

-0.04351** 
(0.01690) 

-0.03745** 
(0.01750) 

-0.01856** 
(0.008737) 

-0.06581** 
(0.01257) 

-0.06498*** 
(0.01490) 

_ _ _ 

0.1713*** 
(0.03341) 

0.2245*** 
(0,03842) 

0.1494*** 
(0.03382) 

0.1786*** 
(0.03349) 

0.2303*** 
(0.04141) 

0.3506*** 
(0.04325) 

0.2722*** 
(0.04201) 
0.3658*** 
(0.03859) 
-0.2834*** 
(0.03914) 

0.2315*** 
(0.03578) 
0.2834*** 
(0.03541) 
-0.2265*** 
(0.04335) 

0.2683*** 
(0.04361) 

0.3725*** 
(0.04465) 

-0.3062** 
(0.04872) 

-0.2650*** 
(0.06124) 
-0.09196** 
(0.04463) 

1.7706*** 
(0.1224) 

1.7418*** 
(0.1291) 

1.3088*** 
(0.04853) 

1.4260*** 
(0.06488) 

* Significant at 10%; ** Significant at 5%; *** S'gnificant at 1% 
For Pandaçan and Paco, ADULTFEM, BUSSMX LSIZENGO, LSIZEOTH and CIREPEAT have 
become insignificant, and FEMEDU (for Pandaçan and Paco girls) significant, along with 
LSIZEOTH for Bifian girls. 
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Table A.18.10 Total Hours Work (Economic and Non-Economic) 
2) * lo Estimated Y 

yµ  Pandaçan and Paco Bifian 

Male Female Male Female 

Log (estimated Y) 

(S.E)  

2.39836 
(0.67372) 

0.23643 
(0.60621) 

0.95119 
(0.45966) 

-0.01327 
(0.60104) 

t - value (of Y)  3.56 0.39 2.07 -0.02 

R2 0.0330 0.0004 0.0112 0.0000 

Model4 

Child in School or Not (Logistic Regression) 

Table A.18.11 Fit Statistics by Area and Gender 

-2 	Residual 	Log 
Pseudo-Likelihood 

Generalized 
Chi-Square 

Generalized 	Chi- 
Square/DF 

Pandaçan and 
Paco 

Male 
Female 

2449.79  345.54 0.86 

2292.62 231.32 0.60 

Binan Male 
Female 

2438.19  394.19 0.87 

2235.70 290.60 0.68 

N 
380 

F6q 
0. 2092 

Fbq 
O 2071 

O 8915 
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Table A.18.12 Child in School or Not 

Pandaçan and Paco Binan 

Male Female Male Female 

MICFIN 1.0539** 1.5381*** 1.3715*** 
(0.4231) (0.3148) (0.3391) 

YOUNCHIL -0.6337*** -0.4185* 
(0.1659) (0.2482) 

BUSSFX 1,1630** 1.2171*** 
(0.4712) (0.3286) 

FEMEDU 0.2937*** 0.2784** 
(0.1091) (0.1227) 

CIAGE 	(5-9) - _ _ _ 

(10 - 12) 1.8622** 1.6460** 2.0186*** 1.3794*** 
(0.7160) (0.6435) (0.4962) (0.5117) 

(13 - 14) -0.1581 2.1439** 0.7504 0.6299 
(0.5604) (0.9312) (0.4701) (0.4652) 

(15 - 17) -1.4940*** -0.8368 -0.6431 0,08613 
(0.4993) (0.5783) (0.4107) (0.4284) 

CIWHOUXX -0.04887*** -0.03995*** -0.05509*** -0.02695*** 
(0.009906) (0.01132) (0.01010) (0.01013) 

C1 HWHRXX 0.07514** 0.03600** 
(0.07514) (0.01528) 

Cl REPEAT 1.3857*** 
(0.3804) 

Cl RELATX -2.2943*** 
(0.7904) 

Constant 3.1138*** 1.4119*** -2.7157*** -0.5549 
(0.4191) (0.4547) (0.6899) (0.6941) 

* Significant at 10%; ** Significant at 5%; *** S'gnificant at 1% 
For Pandaçan and Paco girls, BUSSMX changes and becomes insignificant at 0.1076. 
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Appendix 19 

Additional Statistical Output 

This appendix provides secondary tables to which references have been made in the 

main text. The tables are organised according to the chapter in which reference is made. 

Chapter 7 

Table A.19.1 Household Income Levels (Per cent) 

Household Income Last Week (Pesos) Pandaçan and Paco Binan Total 

0-500 1.8 2.2 2.1 

501 - 1,000 6.6 16.0 11.9 

1,001- 2,000 39.6 45.7 43.0 

2,001 - 3,000 26.7 16.2 20.8 

3,001 - 5,000 15.8 7.3 11.0 

5,001- 8,000- - - 	-- 	- - - - - 	3.7  - - - - - 1.1_ _ 2.2 _ 

8,000+ 0.4 0.6 0.5 

Don't know/won't say* 5.5 10.9 8.6 

Total 100 100 100 

N 273 357 630 

Source: author's survey 2002; * See also the missing response analysis in Appendix 15. 

Table A.19.2 Household Income Level Per Person by Area (Per cent) 

Pesos per person Pandaçan and Paco Binan Total 

0 - 200 ** 7.3 9.8 8.7 

201- 350 ** 36.3 40.6 38.7 

351- 500 23.4 24.6 24.1 

501 - 750 16.1 9.0 12.1 

751-1000 7.0 4.5 5.6 

1000+ 3.7 0.6 1.9 

Don't Know/wont Say* 6.2 10.9 8.9 

N 273 357 630 

Source: author's survey 2002; ** Classified as poorest of the poor, living on less than one 
per person. * See also Missing Response Analysis in Statistical Supplement Appendix 15. 
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Table A.19.3 Size of Non-Microfinance Loans* (Per cent) 

Pandaçan and Paco Binan Total 

0 — 2,000 57.6 29.4 48.0 

2,001 — 5,000 21.2 47.1 30.0 

5,001 — 8,000 3.0 0 2.0 

8,001 — 10,000 18.2 23.5 20.0 

Total 100 100 100 

N 33 17 50 

Source: author's survey 2002; * Excluding 5-6 loans and store credits 

Table A.19.4 Presence of Assets in IIouseholds by Participation 

in a Microfinance Programme (Per cent) 

Pandaçan and Paco Binan 

Non-Participants 

(N) 

Participants 

(N) 

Non-Participants 

(N) 

Participants 

(N) 

Television 80.4 (74) 97.2 (174) 73.3 (74) 89.5 (229) 

Telephone 1.1 (1) 10.1 (18) 6.9 (7) 21.9 (56) 

Fridge 5.4 (5) 41.3 (74) 8.9 (9) 39.8 (102) 

"Other Items" 1.1 (1) 25.7 (46) 9.9 (10) 48.8 (125) 

Source: author's survey 2002; 

Table A.19.5 Mean Household Income by Reason for Not Participating 

Reason for not participating Income (Pesos) N 

Not accepted into group 1,200 5 

Unable to save required amount 1,543 15 

Have not heard of programme 1,519 142 

Do not need credit 2,100 5 

Afraid to take out loan 1,490 10 

Other 1,808 13 

Total 1,546 190 

Source: author's survey 2002; 
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Table A.19.6 Main Reason for Non-Loaners for Joining Microfinance Programme 

Per cent N 

To get Loan (later) 15.6 50 

To get Bank Account 0.3 1  

To be Able to Save 65.1 209 

Other 9.0 29 

To Qualify for Scholarships 10.0 32 

Total 100 321 

Source: author's survey 2002; 

Table A.19.7 Mean Income for Non-Loaners by Reason for No Loan 

(Microfinance Members Only) 

Pandaçan and Paco Binan Total 

Do Not yet Qualify 2,306 (79) 1,792 (51) 2,104 (130) 

Too Risky 1,868 (14) 1,653 (37) 1,712 (51) 

Do Not Need Loan 2,600 (5) 2,281 (32) 2,324 (37) 

Do Not Have Regular Job 2,500 (1) 1,478 (16) 1,538 (17) 

Other* 2,779 (17) 2,008 (33) 2,270 (50) 

N 116 169 285 

Source: author's survey 2002; 

* Includes the categories: "Don't want start MSE", "too complicated", "have other loan", "not yet turn" 

Table A.19.8 Presence of Assets in Households by loaner and non-loaner (Per cent) 

(Microfinance Member Households Only) 

Pandaçan and Paco Binan 

Loaners (N) Non-Loaners (N) Loaners (N) Non-Loaners (N) 

Television 97.6 (82) 88.8 (166) 95.2 (80) 81.7 (223) 

Telephone 8.3 (7) 6.4 (12) 26.2 (22) 15.0 (41) 

Fridge 47.6 (40) 20.9 (39) 47.6 (40) 26.0 (71) 

"Other Items" 33.3 (28) 10.2 (19) 52.4 (44) 33.3 (91) 

Source: author's survey 2002; 
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Table A.19.9 Loan Size (Microfinance Loans Per cent 
Pandaçan and Paco Binan Total 

0 — 2,000 22.8 2.9 11.8 

2,001 — 3,000 7.0 14.3 11.0 

3,001 — 5,000 38.6 62.9 52.0 

5,001 — 8,000 24.6 8.6 15.7 

8,001 — 10,000 7.0 11.4 9.4 

Total 100 100 100 

N 57 70 127 

Source: author's survey 2002; 

Table A.19.10 Mean Income (Pesos) and Main Use of Loan 

I
Microfinance Loan (N) Non-Microfinance Loan (N) 

To Start Enterprise 2,308 (46) 2,233 (15) 

For Existing Enterprise 3,767 (59) 2,462 (13) 

To Pay off Other Loan 1,500 (1) - 

Purchase for Household 1,500 (3) 2,818 (11) 

Education 2,500 (1) 2,750 (2) 

Other 2,625 (4) 1,680 (5) 

Total 3,047 (114) 2,365 (47) 

Source: author's survey 2002; 

Table A.19.11 Presence of Resource in Defaulting Households (Per cent) 

Per cent of households with: Pandaçan and Paco Binan Total 

Television 94.4 88.2 91.4 

Telephone 11.1 29.4 20.0 

Fridge 33.3 41.2 37.1 

Other Items 55.6 58.8 57.1 

N 18 17 35 

Source: author's survey 2002; 
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Table A.19.12 Mean Sales Last Week by Type of MSE (Pesos) 

Pandaçan and Paco (N) Binan (N) Total (N) 

Service 8,875.00 (2) 1,312.50 (4) 3,833.33 (6) 

Production - 9,375.00 (2) 9,375.00 (2) 

Footwear Production • - 4,450.00 (175)* 4,450 (175)* 

Trading 9,634.00 (13) 4,358.70 (23) 6,263.89 (36) 

Sari-Sari 2,750.00 (6) 5,386.36 (11) 4,455.88 (17) 

Food Vending 4,983.87 (31) 3,500.00 (5) 4,777.77 (36) 

Buy and Sell 7,315.48 (42) - 7,315.48 (42) 

Construction - 1,250.00 (2) 1,250.00 (2) 

Transportation - 1,250.00 (2) 1,250.00 (2) 

Fishing - 1,458.33 (6) 1,458.33 (6) 

Other 3,500.00 (1) 2,000.00 (3) 2,375.00 (4) 

Total 6,576.32 (95) 4,304.85 (237) 4,954.82 (332) 

Source: author's survey 2002; * Profit only 

Table A.19.13 Sales Last Week For MSEs Male Operated (Pesos) 

(By Male Alone or Together with Female) 

MSE Male Operate Pandaçan and Paco (N) Binan (N)* 

Yes 15,464.29 (14) 5,300.33 (149) 

No 5,225.31 (81) 2,794.94 (89) 

Total 6,734.21 (95) 4,363.45 (238) 

Source: author's survey 2002; * Footwear is profit only 
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Table A.19.14 Sales Last Week (Per cent) 

Sales in Pesos Pandaçan and Paco Binan** Total 

0-500 4.0 13.9 11.5 

501-2,000 21.0 28.7 26.8 

2,001-5,000 35.0 18.4 22.4 

5,001-10,000 18.0 9.7 11.7 

10,001-25,000 16.0 4.2 7.1 

25,001-50,000 0 1.6 1.2 

50,001+ 1.0 0.3 0.5 

Don't know/won't say* 5.0 23.2 18.8 

Total 100 100 100 

Number of observations 100 310 410 

Source: author's survey 2002; *See Appendix 15 for a review of missing response households 

**Includes sales from 2"d  MSE. Footwear MSEs is profit only. 

Chapter 8 

Table A.19.15 Distribution of Children by Gender and Area (Per cent) 

Pandaçan and Paco Binan Total 

Male 50.9 51.6 51.3 

Female 49.1 48.4 48.7 

Total 100 100 100 

N 807 910 1,717 

Source: author's survey 2002; 
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Table A.19.16 Enrolment by Age Group and Area (Per cent) 

Enrolled in School 5 — 9 (N) 10 —12 (N) 13 —14 (N) 15 —17 (N) Total (N) 

Pandaçan 

and Paco 

Yes 89.1 (230) 97.2 (240) 93.1 (134) 72.5 (111) 89.2 (715)  

No 10.9 (28) 2.8 (7) 2.8 (7) 27.5 (42) 10.8 (87) 

Binan Yes 76.3 (270) 93.7 (208) 80.4 (115) 65.1 (123) 78.9 (716)  

No 23.7 (84) 6.3 (14) 19.6 (28) 34.9 (66) 21.1 (192) 

Source: author's survey 2002; 

Table A.19.17 Mean Income for Repeaters by Gender and Area (Pesos) 

Has Child 

Repeated Grade 

Pandaçan and Paco Binan 

Male (N) Female (N) Male (N) Female (N) 

Yes 2,027 (52) 2,051 (50) 1,943 (118) 1,566 (74) 

No 2,494 (346) 2,564 (329) 1,913 (312) 1,940 (325) 

Source: author's survey 2002; 

Table A.19.18 Work Hours (Economic) per week for Children with Seasonal Work 

Seasonal Work Only Pandaçan and Paco Binan Total 

Yes (N) 15.80 (5) 13.10 (259) 13.15 (264) 

No (N) 19.74 (448) 25.45 (205) 21.53 (653) 

Total (N) 19.69 (453) 18.55 (464) 19.12 (917) 

Source: author's survey 2002; 
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Table A.19.19 Who Decided the Child Should Work by Gender of Child (Per cent) 

Pandaçan and Paco Binan 

Male Female Male Female 

Male Parent 1.1 0.0 12.0 2.6 

Female Parent 12.2 25.4 43.2 51.1 

Guardian 0.4 0.5 1.3 0.4 

Child 86.3 73.6 42.3 45.1 

Household Decision 0.0 0.0 0.9 0.9 

Won't Answer 0.0 0.5 0.4 0.0 

Total 100 100 100 100 

N 263 193 234 235 

Source: author's survey 2002 

Table A.19.20 Comparison of Mean Work Hours for Working Children 

by Relations to Head of I-Household 

Relations to head of 

household 

Pandaçan and Paco Binan 

Economic Work Household work Economic Work Household work 

Son/Daughter 19.43 10.86 18.60 12.72 
Grandson/daugther 23.43 11.56 6.00 11.00 
Brother/sister - 7.00* 1.00* 49.00* 
Other 22.80 11.37 30.60 9.40 

Source: author's survey 2002; * 3 or less observations. 

Table A.19.21 Mean Working Hours for Children in Active and In-active Households 

Status of Membership Pandaçan and Paco Binan 

Active (N) 18.56 (202) 16.91 (515) 

In-active (N) 20.28 (334) 20.98 (129) 

Total (N) 19.63 (536) 17.73 (644) 
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Table A.19.22 Total Working Hours (Economic and Non-economic) by Borrower and 

Non-borrower Households by Supervised or Not 

Is child 

working 

with Parents 

Pandaçan and Paco Binan 

Male Female Male Female 

Loan No Loan Loan No Loan Loan No Loan Loan No Loan 

Yes 

(N) 

32.56 

(9) 

33.81 

(16) 

37.65 

(20)  

33.91 

(34) 

21.22 

(51) 

26.83 

(120) 

22.94 

(53) 

26.27 

(146) 

No 

(N) 

27.39 

(31) 

27.22 

(207) 

33.43 

(21)  

34.38 

(119) 

37.00 

(5) 

51.62 

(63) 

29.17 

(6) 

39.45 

(31) 

Source: author's survey 2002; Non working children (hour=0) not included (N=932). 

Table A.19.23 Distribution of Scholarships 

Does Child Get 

Scholarship 

Pandaçan and Paco Binan Total 

Male Female Male Female 

Yes 7.6 13.5 3.9 8.5 8.2 

No 92.4 86.5 96.1 91.5 91.8 

Total 100 100 100 100 100 

N 409 392 467 437 1705 

Source: author's survey 2002; 

Table A.19.24 Mean (Economic) Work Hours For Scholarship Recipients 

Scholarship Pandaçan and Paco Binan Total 

Male Female Male Female Male Female 

Yes 7.16 8.55 11.83 10.84 8.88 9.49 

No 11.83 11.07 10.59 8.10 11.15 9.47 

N 409 392 467 437 876 829 

Source: author's survey 2002; 
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Pandaçan and Paco 
B 

S E. 

Biran 
B 

S.E. 
-1.0259*** 
(0.3222) 

-0.00033*** 
(0.000095) 
-0.00015 

(0.000095) 
2.1712*** 
(0.6242) 
0.08557 
(0.1610) 
-0.08584 
(0.2375) 
-0.09023 
(0.2078) 
-0.7118 
(0.6036) 
1.3529*** 
(0.3400) 
-0.2191 
(0.1415) 
0.06411 

(0.05755) 
-0.2553* 
(0.1412) 

-0, 8412*** 
(0.2036) 

• 1.7839*** 
(0.2640) 
1.8706*** 
(0.3102) 
1.7710*** 
(0.3371) 

1.4575*** 
(0.3218)  
-0.00003 

(0.000077) 
0.000073 

(0.000133) 
0.2983 

(0.6201) 
0.2031 

(0.1655) 
0.02764 
(0.2669) 
-0.1976 
(0.2186) 
0.1679 

(0.2540) 
1.2209*** 
(0.3261)  
0.01375 

(0.09622) 
0.03059 

(0.07054) 
-0.2474** 
(0.1157)  
-0.2775 
(0.2036) 

1.4486*** 
(0.2519)  
3.0275*** 
(0.3258)  
3.6992*** 
(0.3501)  

MICFIN 

LSIZENGO 

LSIZEOTH 

LOANDEFA 

YOUNCHIL 

ADULTFEM 

ADULTMAL 

BUSSMX 

BUSSFX 

FEMEDU 

MALEDU 

INCOMX 

C1SEX 

C1AGE (5 - 9) 

(10-12) 

(13 - 14) 

(15 - 17) 

Chapter 9 

Model 1 
Do Children Work or Not (Logistic Regression) 

Table A.19.25 Fit Statistics by Area* 

-2 Residual Log 

Pseudo-Likelihood 

Generalized Chi- 

Square 

Generalized Chi- 

Square/DF 

Pandaçan and Paco 3732.76 498.88 0.66 

Biran 4020.88 521.89 0.65 

* The model does not converge for Total (both areas) which is therefore excluded. 

Table A.19.26 Children Involved in Economic Work (Working or not) (By Area) 
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C 1 RELATX -0.4064 -0.7936 
(0.4569) (0.6587) 

Cl SSCHO 0.000335 -0.1561 
(0.3354) (0.2918) 

Cl REPEAT -0.1485 0.1351 
(0.3415) (0.2520) 

Cl SCHOLA -0.1817 0.6738 
(0.3203) (0.4462) 

Constant 1.7704* -2.9894*** 
(1.0356) (0.7058) 

* Significant at 10%; ** Significant at 5%; *** Significant at 1% 

Table A.19.27 Distribution of Child Labourers in Households by Microfinance 

Participation and Area (Per cent) 

Child Labourers 

in the 

Household 

Pandaçan and Paco Binan 

Microfinance Participants Microfinance Participants 

Yes No Total Yes No Total 

Present 50.7 28.8 43.4 38.8 65.0 46.5 

Absent 49.3 71.2 56.6 61.2 35.0 53.5 

Total 100 100 100 100 100 100 

N 271 536 807 644 266 910 

Model 2 
Number of Economic Work Hours (Linear Regression) 

Table A.19.28 Fit Statistics for Total Data Set and by Area 

-2 Residual Log 

Pseudo-Likelihood 

Generalized Chi- 

Square 

Generalized Chi- 

Square/DF 

Total 762.22 56.08 0.07 

Pandaçan and Paco 424.07 35.69 0.08 

Binan 369.44 15.29 0.04 
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Table A.19.29 Number of Hours Children Work (Economic) (Total and by Area) 

Total Pandaçan and Paco Binan 

B 
S.E. 

B 
S.E. 

B 
S E. 

AREA -0.1349** _ _ 
(0.05322) 

M I C F I N -0.1664*** -0.06766 -0.2998*** 
(0 04450) (0.05157) (0.07457) 

LSIZENGO -0.00001 -0.000003 -0.00002 
(0.000012) (0.000018) (0.000015) 

LS IZEOTH 0.000010 -0.00003 0.000036 
(0.000015) (0.000020) (0.000023) 

LOANDEFA 0.05904 0.05575 -0.02190 
(0.07985) (0.09953) (0.1269) 

YOUNCHIL 0.001378 0.003822 -0.01048 
(0.02248) (0.02606) (0.03788) 

ADULTFEM -0.02257 -0.05841 0.007940 
(0.03445) (0.04071) (0.05758) 

ADULTMAL 0.05926* 0.06470* 0.05123 
(0.03035) (0.03776) (0.04738) 

BUSSMX 0.05092 -0.09527 0.07185 
(0.04680) (0.1220) (0.05525) 

B U S S FX 0.04575 0.07691 0.03836 
(0.04772) (0.05549) (0.08275) 

FEMEDU 0.006144 0.006606 0.007213 
(0.01600) (0.02665) (0.02100) 

MALEDU -0.01765** -0.01708* -0.01188 
(0.008394) (0.009645) (0.01421) 

INCOMX 0.03403* 0.008492 0.04838* 
(0.01833) (0.02749) (0.02577) 

C1AGE (5 - 9) _ _ _ 

(10 - 12) 0.1209*** 0.1521*** 0.06514* 
(0.02865) (0.04031) (0.03671) 

(13 - 14) 0.1899*** 0.2429*** 0.1087*** 
(0.03381) (0.04983) (0.04174) 

(15 - 17) 0.2594*** 0.2683*** 0.2033*** 
(0.03686) (0.05893) (0.04240) 

Cl SEX 0.06127*** 0.1278*** -0.02846 
(0.02155) (0.03193) (0.02651) 

Cl RELATX -0.06757 0.02449 -0.06955 
(0.06924) (0.08421) (0.1005) 

Cl SSCHO -0.3434*** -0.3209*** -0.3493*** 
(0.03593) (0.05576) (0.04411) 

ClHWHRXX 0.000575 -0.0020 0.000035 
(0.001557) (0.002261) (0.0022009) 

C 1 SCHOLA  0.02978 0.007634 0.06424 
(0.03967) (0.05650) (0.04996) 

Cl REPEAT 0.05162 0.07492 0.01402 
(0.02956) (0.04964) (0.03239) 

Constant 1.4310*** 1.2420*** 1.3198*** 
(0.1533) (0.2022) (0.1561) 

* Significant at 10%; ** Significant at 5%; *** Significant at 1% 
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Table A.19.30 Goodness of Fit for Normal Distribution For Economic Work Flours 
Total Pandaçan and Paco Bilan 

Kolmogorov — Smirnov 0.03980 0.04062 0.09827 
(<0.010) (0.072) (<0.010) 

Cramer — Von Mises 0.26992 0.12106 1.41394 
(<0.005) (0.061) (<0.005) 

Anderson — Darling 1.8667 0.79166 8.05883 
(<0.005) (0.042) (<0.005) 
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Table A.19.31 
	

Park Test of Residuals (logr2) * log(Predicted Y 
Total Pandaçan and Paco Binan 

Log Y -0.08122 0.59859 0.02948 

(S.E) (0.20119) (0.41378) (0.18807) 

t — value (of Y) -0.40 1.45 0.16 

R square 0.0002 0.0047 0.0001 

Model 3 
Total Number of Hours Children Work (Both Economic and non-economic) 

Table A.19.32 Fit Statistics for Total Data Set and by Area 

-2 Residual Log 
Pseudo-Likelihood 

Generalized Chi- 
Square 

Generalized Chi- 
Square/DF 

Total 415.95 69.31 0.05 

Pandaçan and Paco 274.89 38.78 0.06 

Binan 223.10 28.91 0.04 
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Table A.19.33 Number of Hours Children Work (Total) (Total and by Area) 

Total Pandaçan and Paco Binan 

B 
S.E. 

B 
S.E. 

B 
S.E. 

AREA -0.05773** _ _ 
(0.02883) 

M I C F I N -0.1036*** -0.08897*** -0.1100*** 
(0.02452) (0.03262) (0.03709) 

LS IZENGO -0.00002*** -0.00001 -0.00002*** 
(0.0000063) (0.00000946) (0.0000088) 

LSIZEOTH -0.0000059 -0.00002* 0.000013 
(0.0000079) (0.00000949) (0.000014) 

LOANDEFA 0.1373*** 0.1465** 0.06660 
(0.04540) (0.06051) (0.06989) 

YOU NCHIL 0.03059** 0.03171* 0.01874 
(0.01282) (0.01673) (0.01990) 

ADULTFEM -0.02256 -0.03146 -0.00904 
(0.01918) (0.02403) (0.03104) 

ADULTMAL 0.01006 0.006456 0.008564 
(0.01615) (0.02123) (0.02475) 

B U S S MX -0.01133 -0.09634 0.01583 
(0.02584) (0.05934) (0.02989) 

B U S S FX 0.1154*** 0.1413*** 0.1105*** 
(0.02528) (0.03393) (0.03833) 

F E M E D U -0.00736 -0.03004** 0.002927 
(0.008730) (0.01435) (0.01136) 

MALEDU -0.00215 0.001869 -0.00857 
(0.004748) (0.005753) (0.008035) 

I N CO MX -0.01838** -0.04234*** 0.006910 
(0.009209) (0.01376) (0.01350) 

C1AGE (5 - 9) _ _ _ 

(10 - 12) 0.1769*** 0.1981*** 0.1470*** 
(0.01728) (0.02449) (0.02435) 

(13 - 14) 0.2747*** 0.3062*** 0.2337*** 
(0.02014) (0.02887) (0.02798) 

(15 - 17) 0.3365*** 0.3147*** 0.3277*** 
(0.02142) (0.03267) (0.02853) 

C 1 S EX 0.03125** 0.04467** 0.008681 
(0.01353) (0.01930) (0.01864) 

Cl SSCHO -0.2538*** -0.2696*** -0.2565*** 
(0.02338) (0.03799) (0.02956) 

Cl SCHOLA -0.00798 -0.03589 0.01901 
(0.02462) (0.03269) (0.03776) 

Cl REPEAT 0.03424* 0.06930** 0.01807 
(0.01868) (0.03221) (0.02263) 

Constant 1.4517*** 1.5699*** 1.3011*** 
(0.08474) (0.1085) (0.07847) 
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f Fit for Normal Distribution For Total Work Hours 
µv  Total Pandaçan and Paco Binan 

Kolmogorov — Smirnov 0.01536 0.032714 0.03034 

(>0.150) (<0.059) (0.123) 

Cramer — Von Mises 0.06092 0.11359 0.07157 

(>0.250) (0.078) (>0.250) 

Anderson — Darling 0.40267 0.72965 0.57926 

(>0.250) (0.059) (0.137) 
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Model 3 	Residual Analysis (Residuals * Predicted Y) by Area and Gender. 

Graph A.19.10 Both Research Areas 
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Table A.19.35 For total Hours Work 
Park Test of Residuals (logr2) * lo Predicted Y 

Total Pandaçan and Paco Biran 

Log Y 
(S.E)  

1.23506 
(0.29656) 

1.78658 
(0.45829) 

0.82016 
(0.39838) 

t - value (of Y)  4.16 3.90 2.06 

R square 0.0121 0.0206 0.0061 

Model4 

Child in School or Not (Logistic Regression) 

0. 6 0 8 1. 0 1. 6 1. 8 2 0 

2" 

-4 

Table A 19 36 Fit Statis+ics for Total Data Set and by Area 
-2 Residual Log 

Pseudo-Likelihood 
Generalized Chi- 

Square 
Generalized Chi- 

Square/DF 
0.68 Total 8705.11 1085.31 

Pandaçan and Paco 4595.79 509.75 0.67 

Biran 4316.22 577.49 0.71 
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Table A.19.37 Child in School or Not (Total and by Area 

Total Pandaçan & Paco Binan 

B 
S.E. 

B 
S E. 

B 
S E. 

AREA -0.8690** _ _ 
(0.2713) 

MICFIN 0.9774*** 0.5950* 1.3530*** 
(0.2116) (0.3577) (0.2877) 

LSIZENGO -0.00002** -0.00005 -0.00005*** 
(0.000067) (0.000147) (0.000079) 

LSIZEOTH 0.0000096 -0.000036 0.000074 
(0.0000085) (0.000138) (0.000110) 

LOANDEFA -0.1717*** -0.6231 0.2775 
(0.04539) (0.7953) (0.6917) 

YOUNCHIL -0.4011*** -0.6278*** -0.2611 
(0.1072) (0.1652) (0.1590) 

ADULTFEM -0.1509 0.2284 0.1486 
(0.1827) (0.2875) (0.2632) 

ADULTMAL 0.01793 -0.08020 0.1314 
(0.1556) (0.2461) (0.2151) 

BUSSMX -0.2567 -1.1993* -0.1670 
(0.2265) (0.6459) (0.2510) 

B U SS FX 0.7306*** 0.8461 ** 0.6947** 
(0.2283) (0.4094) (0.2901) 

FEMEDU 0.2210*** -0.1570 0.2804*** 
(0.07575) (0.1587) (0.09466) 

MALEDU 0.02472 0.04711 0.002858 
(0.004590) (0.06663) (0.06796) 

I N C O MX -0.08248 0.09449 0.1150 
(0.09696) (0.1749) (0 1328) 

CIAGE (5 - 9) _ - _ 

(10 - 12) 1.8019*** 1.8722*** 1.7509*** 
(0.2937) (0.4922) (0.3817) 

(13 - 14) 0.4930* 0.7096 0.3670 
(0.2754) (0.4910) (0.3585) 

(15 - 17) -0.8167*** -1.4180*** -0.5312 
(0.2571) (0.4457) (0.3418) 

C1 SEX 0.5253*** 0.02588 0.8692*** 
(0.1714) (0.2806) (0.2302) 

Cl RELATX -0.6172 0.07521 -1.5864*** 
(0.3937) (0.5832) (0.6131) 

Cl REPEAT 0.6698*** -0,2561 1.0676*** 
(0.2288) (0.3967) (0.2969) 

CIWHOUXX -0.04014*** -0.04351*** -0.04105*** 
(0.005356) (0.008157) (0.007641) 

Cl HWHRXX 0.02452*** 0.05371** 0.01989* 
(0.009490) (0.02195) (0.01110) 

Constant 0.5296 0.5701 -2.0328*** 
(0.7814) (1.1763) (0.6703) 
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Appendix 20 

Effect of Independent Variables 

The purpose of this appendix is to provide an indication of the relative effect that each 

independent variable has on the dependent. This is done by changing the mean for each 

independent variable and the corresponding change in value of the dependent variable. 

The dependent variable is calculated by first obtaining the mean for each independent 

variable. Using the means and the estimated regression coefficients in the regression 

model the value of the dependent variable can be estimated. Each independent variable 

is, in turn, increased ten percent, or in the case of dummy variables are left out and the 

percentage change in the value of the dependent variable resulting from this is then 

calculated. 

I recognise that this is not a standard statistical textbook approach. I therefore treat the 

results accordingly. They are only included, not from which to draw conclusions (that is 

done from the standard models shown in Chapter 9), but to provide an understanding of 

the importance of each independent variable and add depth to the discussion in Chapter 

9. 

The value registered for each variable in the tables below is the percentage change that 

this variable causes in the dependent variable if it is increased by ten percent (or in the 

case of dummy variables, if it is left out). Dummy variables are marked with * for easy 

identification. While the models in Chapter 9.2.1 and 9.2.2 are semi-log (the logarithm 

is taken to the dependent variable), I have taken the inverse logarithm of the dependent 

variable before calculating the percentage change. This is done for Tables A.20.2 and 

A.20.3. 

The values are only provided for those variables which are statistically significant (See 

Appendix 18). Furthermore, given that the age variable (Cl AGE) is categorised in the 

regression analysis, it has been left out. Instead the dependent variable is calculated 

using the regression coefficient for Age Group (10 — 12). 
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Table A.20.1 

Model 1 	Does Child Work 

Pandaçan and Paco Binan 

Male Female Male Female 

MICFIN* 
9.78 17.54 -34.13 -28.38 

LSIZENGO -0.63 -0.43 
LSIZEOTH 

-0.12 
LOANDEFA* 

-2.46 -3.63 
BUSSFX* 

-5.45 -13.48 -20.70 -31.39 
FEMEDU 

-4.25 
INCOMX 

-1.22 -2.30 
C1REPEAT* 

1.16 -3.07 
Source: author's survey; N=17 7; Logistic regression model 

Dependent variable: Does child work (economic) (CI WORKX) 

Table A.20.2 

Model 2 Number of Hours (Economic) Work 

Pandaçan and Paco Binan 

Male Female Male Female 

MICFIN* 22.86 53.84 78.98 
LSIZENGO 

-0.96 
LSIZEOTH 

-0.14 
MALEDU 

-1.81 
ADULTFEM 

-13.73 
ADULTMAL 

0.79 
INCOMX 

2.56 
C1RELATX* 

1.30 
C1SSCHO* 

87.88 77.62 142.38 15.39 
C1REPEAT* 

 -5 77 

Sources: author's survey 2002. N=1717; Semi-log Model 
Dependent variable: Number of work (economic) hours C1LOGWI-10 
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Table A.20.3 

Model 3 	Total Number of Work (Economic and Non-Economic) Hours 

Pandaçan and Paco Binan 

Male Female Male Female 

MICFIN* 28.00 21.39 15.64 

LSIZENGO -0.58 

LSIZEOTH 0.11 

LOANDEFA* -3.36 

BUSSFX* -8.29 -14.76 -20.15 

FEMEDU -338 -4.35 
MALEDU -2.36 

INCOMX -2.20 -2.52 
C1SSCHO* 82.90 74.26 57.86 46.07 

C 1 SCHOLA* 0.28 
Source: author's survey; N=1717; Semi-log mode 

Dependent variable: Total number of work (economic and non-economic) hours C1LOGTOT) 

Table A.20.4 

Model 4 	Does Child Attend School 

Pandaçan and Paco Binan 

Male Female Male Female 

MICFIN* -14.69 -14.93 -12.26 

YOUNCHIL -0.52 -0.32 

BUSSFX* -6.09 -12.83 

FEMEDU • 2.46 2.40 

C1RELATX* 0.77 

C1WHOUXX -0.60 -0.54 -0.85 -0.33 

C1HWHRXX 0.97 0.52 

C 1 REPEAT* -6.02 
Source: author's survey; N=1717; Logistic regression mode 

Dependent variable: Does child attend school (Cl SSCHO) 
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Appendix 21 

NGOs Operating in the Research Areas. 

This brief overview of the NGOs active in the research areas, only includes those which 

operates microfinance programmes. There are a number of other NGOs which provides 

various social services, ranging from medical services, and educational support to bible 

studies. Though the NGOs operate in the same areas, they apparently appeal to different 

groups of poor, as can be seen from table A.21.1 When comparing the mean income of 

the households interviewed it appears that the members of both UPLIFT and TSPI have 

higher mean than the members of the Visayan Forum and Open Heart Foundation. This 

may be a result of the two formers focus on provision of loans, whereas the two latter 

also allows members just to save, as also discussed in Chapter 7. 

Table A.21.1 Mean Income for Households with Members of NGO (Philippine Pesos) 

NGO Income N Std. Deviation 

Visayan Forum 2,390.23 128 1108.309 

Open Heart Foundation 1,943.06 216 1277.906 

UPLIFT 3,800.00 40 2028.009 

TSPI 3,178.57 7 2486.272 

Grameen Bank n/a 464 n/a 

However, common for all the five NGOs is that they require residence in the area for 

minimum six month and a fixed address. Homeless are not eligible, though squatters 

are. 

Open Heart Foundation 

The Open Heart Foundation (OHT) is an NGO, founded in 1992 by a US lawyer to help 

Philippine children. The organisation's focus is on education, but has found it difficult 

to promote one aspect without also looking at others. It provides support, to impoverish 

and homeless children, mainly for education through scholarships, but also operates 

nutritional programmes, teacher training and parent education. It has recently (in 2000) 
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also started to operate a microfinance programme. It currently has ten staff in its 

headquarters and around eight staff in its Binan office, of which two are credit officers. 

The microfinance programme is using a group set-up with 15 — 30 members per group, 

and loan are provided on a rotating basis dependent on repayment pace of previous 

loaners and available savings. The groups are self-selecting without involvement from 

the NGO, and the majority of the members (80 per cent) are female. The groups also 

themselves organise the order in which loans are provided, and any loan application is 

subject to group approval. Loans start at 2,000 pesos and increase after each successful 

repayment up to 10,000 pesos. Loans can only be used for productive purposes such as 

MSEs or investment in the transport sector. Loaners are charged 2.5 per cent in interest 

per month, with a normal repayment period of six months, an effective rate of 30 per 

cent pa. not including the 50 pesos processing fee. There is in principle a minimal 

interest on savings (three per cent pa) but as microfinance operation is not computerised 

the NGO had not yet started to actually calculate and pay the interest. The NGO does 

not force members to take out loans, and allows them just to use the savings services. It 

has 564 active savers in Binan and 102 loaners (June 2002). The NGO is experiencing a 

greater demand for loans than its capital can support, and therefore there is a waiting 

period for prospective loaners. Single women need a guarantor, or co-signer to access 

loans. As a result, most single women remain savers. 

TSPI 
TSPI is an NGO established in 1981 by a group of Filipino and American Christian 

business men, and promotes micro and small entrepreneurship through provision of 

financial and support services. As of June 2004 the NGO has almost 96,000 active 

clients, with a loan portfolio of 349 million pesos and a repayment rate of 99.4 per cent. 

TSPI is also active in a number of Philippine microfinance networks. The TSPI 

specialises in loans for expanding businesses rather than starting them (Levitsky 

1991:35). The NGO is one of the biggest in the Philippines and has a total of 65 

branches but is mainly active in the northern part of the country, the Luzon region. TSPI 

is active in the Binan research area, but not in Pandaçan and Paco. 
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The loan products focuses on individual loans for poor women within a group setting, 

with group sizes of up to 20 members, using a modified Grameen model. The loan size 

ranges from 60 to 300 US$ and can only be used for business, livestock, housing or 

education. The repayment period is six months, with weekly repayments. TSPI also 

offers a second type of loans for clients who "graduate" and require larger loans. These 

loans range from 300 to 1,000 US$ and can only be used for investing in business, 

either as working capital expansion or diversification of activities. In addition, the NGO 

also offers loans to people (men and women) who operate an existing business in the 

transport sector, as well as offering larger loans (1,000 to 10,000 US$) to entrepreneurs 

with existing businesses, but these last loans require real estate as collateral. The NGO 

offers work ethics training but does not as such provide the clients with business 

support and skills development. The average loan size (in June 2004) was 82 US$ with 

99.80 per cent of the borrowers being female. The NGO focuses on providing loans and 

does not offer savings services, only as part of the forced savings before taking out a 

loan. 

Homepage: www.tspi.org  

UPLIFT 
The NGO was started in 1998 with branches throughout the Philippines, and eight 

branches in Manila alone. It is active in Pandaçan and Paco where it has provided 665 

loans. It mainly targets women, which constitute 90 per cent of the clients. It has 11 

million members in total. The NGO is focussed on providing loans and does not offer 

an independent savings service, but only forced savings in order to qualify for the loan 

and also has a small forced savings component as part of the loan repayment. Clients 

have to save (minimum) 20 pesos per week before they are allowed to take out a loan. 

The first loan range from 1,000 to 5,000 pesos. The largest loan provided is 50,000 

pesos. It has a repayment rate of 86.7 per cent (August 2002). Interest is three per cent 

per month and a normal repayment period of six months (for the first loan). In addition 

to credit, the NGO also offers skills training for starting and operating a MSE. Other 

services include support and training for job hunting. UPLIFT is considered by the 

residents of Pandaçan and Paco to only target the better-off poor, and a number of them 

had been turned down for membership. 

Homepage: None 
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Visayan Forum (VF) 

The VF is an NGO established in 1991 and is licensed by the Department of Social 

Welfare and Development to provide residential care and community based 

programmes and services for women and children in especially difficult circumstances. 

The NGO has two main areas of operation. They provide services (financial and social 

services) to the local community (Pandaçan and Paco), and they also provide support to 

migrants, especially from the Visayas area. VF operates a centre for trafficked children 

and youth on Manila Harbour, and is also active in promoting the rights of children 

working as domestic workers. The VF has also been an implementing partner of the 

ILO/IPEC on child labour programme in the local community of Pandaçan and Paco. 

The NGO has centres in six locations across the Philippines and is implementing 

projects in seven other areas. 

Its community children's programmes focus on providing scholarships, basic medical 

support and other services including temporary shelter. It further provides financial 

services for the families, and does advocacy on various issues. The microfinance 

programme is using a group set-up with 15 to 30 members per group, and loan are 

provided on a rotating basis dependent on repayment pace of previous loaners and 

available savings. The groups are self-selecting without involvement from the NGO. To 

be eligible for loans the member has to save 25 pesos a week for three months. The 

groups also themselves organise the order in which loans are provided, and any loan 

application is subject to group approval, as well as approval by a credit officer. The 

charge is four per cent per month. For a 2000 peso loan the repayment is over three 

months, for the largest loan of 10,000 the repayment period is 36 week. in Pandaçan and 

Paco this means a weekly repayment of 187 for the 2000 peso loan over 3 months, for 

the 10,000 loan it is 378 per week over 36 weeks — an effective interest of 36 per cent. 

There is in principle a minimal interest on savings (three per cent pa) but as 

microfinance operation is not computerised the NGO had not yet started to actually pay 

the interest. The microfinance programme has a repayment rate of 94 per cent (June 

2002). However, the loan portfolio is relatively limited with only 20 active loans (as of 
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June 2002). The NGO does not force members to take out loans, but allows them to 

solely use the savings services. 

At the time of research there were 17 core groups with a total of 530 members. The VF 

microfinance programme had experienced difficulties in the past 12 months (by end 

2002). This resulted partly from competition from other programmes and alternative 

sources of credit as well as internal issues and a feeling among the members of 

unfulfilled promises. Furthermore, the members also had difficulties access the financial 

services due to the operating hours of the office. The result is that a number of the 

clients have become inactive, but these issues do not appear to have any impact on 

repayment rates of loans. 

Homepage: www.visayanforum.org  

Grameen Bank 
The Grameen Bank, a Philippine version of the Bangladeshi original is operating in 

Pandaçan and Paco. Nationwide it has 19 centres and has been operating for ten years. 

They almost exclusively target women. The groups are self-selecting and consist of five 

members. Members have to participate in a five-day seminar on responsibilities of 

members and loaners. However, the NGO does not offer training on business skills. 

Loans start at 3,000 pesos with a repayment period of six months. Second loan is 5,000 

pesos and continues to rise after each timely repayment up to 50,000 pesos which is the 

upper limit for loans. Interest is 20 per cent per year, but also pay a four per cent fee to 

cover staff costs. The NGO enforces a strict weekly repayment policy and instantly 

make other group members cover default or late repayments. Loans are only provided 

for businesses, but after a certain membership period (minimum requirement is 

repayment of first loan) the NGO also offers loans for education and housing at 15 per 

cent for six months. The credit officers do verification checks to ensure the money is 

only used for the intended purposes. The Grameen Bank has 464 members in Pandaçan 

and Paco (August 2002). The NGO does not allow savings only, but focuses on 

providing loans and members who discontinue the loan cycle loose their membership. 

Homepage: None 
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Appendix 22 

Footwear production in Binan. 

Footwear production is the main economic activity in Dela Paz and Malaban, in Binan 

and the majority of households are dependent on it for their livelihood. The production 

is almost exclusively for domestic markets but has faced stiff competition in later years 

from imported shoes, in particular from China and Taiwan. In addition, some of the 

materials used in the production àre imported from these same countries making it 

difficult for the sector to compete, except on labour costs. There are no investments in 

product development, instead designs are done locally often copied from fashion 

magazines. The sector does not have any special comparative advantages except for a 

low wage level. 

The production is mainly order based and is highly seasonal. The peak seasons are from 

May to early June around school start, and October to December before the Christmas 

shopping. The latter is considered the main peak season where production is at its 

highest. The seasonality creates a surge in labour demand and households seek to make 

enough to get them through the low season and pay off any outstanding debts. July-

August is low season where most households have none or very few orders, often not 

providing enough income to sustain the household. Furthermore, alternative 

employment or other sources of income are scarce, particularly during low season. 

The production is highly labour intensive, with only minimal investment requirements. 

The cutting of materials is done by hand, using only a knife. Glue is applied with the 

fingers and the different materials put together manually. The only other tools required 

are wooden casts for measuring shoe sizes, hammers and scissors. An ordinary sewing 

machine is in some cases used for stitching the top part of the shoe on some models. 

The only part of the production process that requires heavy machinery is the stitching of 

the soles of the shoes and the cutting of some sole material, notably wood. This is done 

by a few specialised workshops that have invested in the machinery. These machines 

cost more than 50,000 pesos and are beyond the reach of most households. A few of the 
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larger producers have invested in these machines, but often they leave the work to the 

specialised workshops. 

The sector is only loosely organised and headed by a few larger producers, generally 

referred to as Managers. They operate registered businesses and are characterised by 

having access to both capital and contacts. They typically employ a few permanent 

workers and hire casual labourers as required. Their production area is normally located 

close to the home, but clearly separated from the living area. While the Managers have 

their own production they will normally only produce part of an order and subcontract 

the rest out to small producers. The permanent workers with the Manager are paid less 

per shoe produced than the small producers but often have more steady work as the 

Manager only subcontracts out when his own workers are fully engaged. The Managers 

do not rely on their own children's labour, but do occasionally hire their worker's 

children for some tasks. The Managers obtain orders from large department stores and 

middlemen, and payment is upon delivery, which necessitate significant financial 

capacity by the Manager. The Managers often spend considerable amount of time and 

resources to secure the initial contracts from the large buyers, after which, if successful, 

regular orders follows. 

The small producers typically operate household based productions. They are 

unlicensed and production takes place in the living area with no clear boundaries 

between the two. The annual fee of 2,000 pesos for a business licence is beyond reach 

for the majority of them. Instead they operate under the licence of the manager who is 

subcontracting out to them. The small producers rely heavily on family members, 

including children, for their production, particularly in the days leading up to a deadline. 

The typical requirement is weekly deliveries on Saturdays. When working on a large 

order, the small producer will get a weekly advance based on deliveries, with a final 

sum paid out once the order has been completed. There are penalties for late deliveries 

and for failure meet the quality standard set by the Manager. The small producers only 

rarely hire casual labourers, but do occasionally subcontract part of their order out to 

other small producers who do not have an order at the time. They in turn are paid 

slightly less per produced shoe, leaving a small profit for the original subcontractor. 
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A group of workers on the fringe of the sector are the peak season workers or causal 

workers who only enter the sector during peak season when the small producers cannot 

meet the labour demand. They work for others outside their own home and are engaged 

in other income generating activities outside peak season. They typically get work for 

the Managers or occasionally the small producers. They only enter the sector during 

peak season and are the first ones to get pushed out when production subsides. The 

casual labourers are typically also the poorest of the actors in the footwear production 

sector. They often bring a child with them to help out as they get paid per piece they 

produce and the child helps to increase their production. 

Through their contacts and financial capacity the Managers exercise a large degree of 

control over the small producers. The small producers are dependent on the Managers 

for financing of the production and advances, both which are provided at a fee. In 

addition to the interest on loans for purchasing production material, the Managers 

operate a commission system with the suppliers of the material. The loans from the 

Managers can only be cashed in specified supply shops where the small producers pay a 

marked up price. If the small producers do not require financing from the Managers, 

they instead get paid less per pair of shoes they produce, or may even be denied a 

production order. However, the Managers do allow the small producers to finance a 

small part of the production with their own capital. The Managers' control over the 

orders and their financing of the production lowers the profit margin for the small 

producers, who instead have to rely on production volume. 

A few of the small producers operate without a Manager. They instead finance their 

own production and try to sell their products on the local market. This is often done 

solely as a survival strategy and the production is normally limited to low cost slippers 

and sandals, with only marginal profits. In addition, they risk possible prosecution as 

they operate without a business license or the protection of working under a Manager's 

license. 
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Appendix 23 

Examples of Sidelines and Net Incomes. 

The ability of MSEs or sidelines to provide a significant contribution to household 

income naturally depends on their profitability. A number of the sidelines activities 

have apparently a relatively high profit margin. I-Iowever, when the number of hours put 

in is taken into account, the average return drops to 15 to 30 pesos (0.29 — 0.58 US$) an 

hour. Furthermore, activities such as food vending are only possible for a limited time 

during the day, making the potential limited. Also common is the inability to operate a 

sideline during the monsoon unless it is placed in part of the house, and even then sales 

will normally plummet, especially for food vending as people stay indoors. 

A range of activities is based either on buying bulk and selling individual items, or 

selling on credit which allows for a mark-up of the price. However, in most cases it is a 

combination of the two. As discussed in Chapter 5, the majority of activities which 

women engage in has to be compatible with domestic tasks and as a result the majority 

of sidelines are operated out of the home or at least close by. In the case of Sari-Sari 

stores and food vending it means that location of the home is a major influence on 

profitability'. For Buy and Sell, customers either come to the home, and location is of 

less importance due to the items being sold, or the vendor walks around the 

neighbourhood with the goods, depending on what is being sold. It is however, most 

common to sell out of the home. 

The different sidelines are not all considered equally attractive. A general ranking is 

(starting from the least attractive): bananaque; barbeque (both are food vending); Buy 

and Sell; and Sari-Sari store. The difference in preference is less related to profitability, 

but more to the amount of work that is required. Furthermore, the preference of Sari-

Sari stores is two fold. They contribute with daily cash through sales, and also provide a 

buffer in times of crisis as the household can always consume the goods themselves. 

Food vending on the other hand is perishable goods and often requires a substantial 

labour input. Buy and Sell, is less work but require more funds and customers only pay 

I  Several Sari-Sari stores in both Man and Pandaçan and Paco are located at the very end of narrow 
blind alley ways. 
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once a week, so it doesn't contribute with daily cash. Generally, food vending and Buy 

and Sell are more common in Pandaçan and Paco than in Binan, whereas Sari-Sari 

stores are popular in both places. 

As discussed in Chapter 5 and 7, competition is often fierce and successful activities are 

almost instantly copied by others2. Furthermore, activities such as food vending is only 

possible in the afternoon, and frequently people are unable to store the food overnight, 

which means that whatever is not sold by evening will not be capitalised. They are 

therefore reluctant to expand their business, and the income potential remains limited. 

Examples of sideline activities: 

What is outlined below are only examples of sidelines and are based on interviews with 

individual operators. It is not an exhaustive research on each type of activity, but rather 

an introduction to them. 

Food Vending 

Food vending is popular because it can be started with very little funds, and the profit 

will have been realised by evening, which enable the poor to borrow through 5-6 to buy 

the food and pay the loan back by the evening. The term food vending covers a range of 

different foods and different income potentials. The majority of foods are only sold in 

the afternoon from two pm to six pm or until sold out. Common for these three types 

mentioned here is that they all require barbeques, which the poor in most cases have to 

rent on a daily basis. 

Bananaque, or fried bananas, are sold as snacks. On average it takes about four hours to 

produce and sell, and a 110 peso investment would bring in about 90 pesos in profit, 

which works out to about 22.5 pesos per hour (not including cost of renting a barbeque) 

(01:4). 

Barbeque is barbequed snacks, normally chicken heads, intestines and feet. It is more 

work and longer hours, but brings in a slightly greater profit than bananaque, though not 

2  See also Appendix 24 on a small survey of Sari-Sari stores in Malaban. 
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if measured per hour income. For an investment of approximately 155 pesos the sideline 

provides about 270 pesos in sales, leaving a profit of 125 pesos for about eight hours of 

work. Going to market and preparing the food takes up to four hours, and selling takes 

another four hours. The income per hour is 15.5 pesos (Not including rent of barbeque). 

(01:5; 17) 

Regarding the profitability of food vending. As mentioned earlier, it is an activity 

popular with the poor because of the fast capitalisation of the investment. However, 

using the example above of bananaque which brings in a total profit of 90.5 pesos. If 

this is financed through 5-6 as is often the case of the poorest of the poor, a further 22 

pesos has to be deducted from the profit for interest on the loan, along with the cost of 

renting the barbeque, bringing the profit down to less than 68.5 pesos in total, or 17.1 

pesos per hour. 

Lunch 

A few food vendors act more as takeaways which produce actual meals, rather than just 

snacks. This requires more capital and involves more work as they typically offer four 

to five different types of food. This is sold as lunch, from ten am to two pm. The 

preparation and going to the market takes about four to five hours (typically involving 

two people), and another four hours of selling. One interviewee cooks either a fish dish 

or a meat dish, and three types of vegetables, spending between 120 to 210 pesos a day 

(meat is more expensive), and making a profit of 210 to 340 pesos if all sold out. Any 

leftovers are eaten by the household (II:43). This type of food vending is in cases done 

from the household Sari-Sari stores. For this type of food vending, buying on credit is 

often expected by the customers. 

Buy and Sell 

Buy and Sell normally require more capital than food vending, and Sari-Sari store. 

There is a wide range of items being sold through this set-up, from dresses and clothes, 

TVs and food such as fish, chicken or meat. The latter is the most popular but normally 

requires a fridge or freezer. The sales are always on credit. If not the customer could 

him or herself buy it cheaper in the market. In most cases the payment is due once a 
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week (Saturday), and therefore only provides the owner of the Buy and Sell with cash 

on a weekly basis. Depending on the item, either the customer gets a week to pay back. 

This is normally the practice with food items. However, for more expensive items such 

as clothes and TVs, payment can take place over several weeks. (FGD:7) 

One example of Buy and Sell (II:71) is fish selling. The female owner sells fish, bought 

at the market, with a mark-up of 33 per cent. For this she makes a profit of about 300 

pesos a week. She does not have a fridge and are dependent on selling it all on the same 

day. She is therefore reluctant to try to increase sales. 

Sari-Sari Store 

Sari-Sari stores are very popular, though their profit rates are not particularly high. (See 

also Appendix 24). Sari-Sari stores make approximately 17.5 per cent profit on 

groceries, but 30 per cent on cigarettes, as the cigarettes are sold individually. However, 

they are not very labour intensive either. They can be started for a relatively small 

amount, well within a microfinance loan. One interviewee started a Sari-Sari store with 

4,000 pesos (She used 1,000 for the actual creation of the shop, creation of window and 

shelves, and used the remaining 3,000 for products). Now she buys for 200 — 500 pesos 

a day, and her main sale is cigarettes of which she sells ten packs a day. Her store is 

open from five am to ten pin every day but looking after it can be combined with other 

(domestic) activities. She makes between 80 — 130 pesos a day (estimated) in profit 

(01:7) 

Decapitalisation is a major problem with Sari-Sari stores. One owner has to go to the 

market three to four times a day because her working capital is down to 50 pesos (II:). 

This of course has a significant impact on the income the store brings, and the amount 

of time the owner has to put in. Decapitalisation happens both as a result of not 

reinvesting sales, but also a result of the frequent demand for credit from customers. 

Of the households interviewed that had started a Sari-Sari store, only one appeared to 

have a sustainable business, which is a main source of income for the household. The 

main reason is location, which is next to a billiard table, prompting a high sale of 
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cigarettes, which also is the item with the highest profit margin. The store stays open for 

about 16 hours a day, the two parents and oldest child taking turns. However, regardless 

of the profitability, the Sari-Sari store was closed shortly before my field work ended 

due to illness of one of the children and the family had to capitalise the store's stocks to 

pay for the medical bills (01:6). 
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Appendix 24 

Survey of Sari-Sari Stores in Malaban 

As described in Chapter 7 and Appendix 23, Sari-Sari stores are considered an attractive 

sideline and there are a substantial number of them in both research areas. In an attempt 

to get an overview of the number, I conducted a small survey over a couple of weeks in 

September and October 2002, of Sari-Sari stores in Malaban. There do not appear to be 

any significant difference between the concentration of Sari-Sari stores in the different 

research areas, though this is only based on observation and not on research. Malaban 

was chosen because of its location, which bordering the river and the lake make its 

boundaries easy to identify. 

The survey is solely based on observations, visiting each alley and street and noting the 

Sari-Sari stores open at the time. The survey was done in the early evening when there 

is a greater chance that operational sari-sari stores will be open. Regardless it cannot be 

excluded that some active Sari-Sari stores are not included if they were not open at the 

time of survey. 

Variables: 

Size 	Size measured in terms of estimated value of stock 

Rice 	 If the store is also selling rice 

Food 	If the store is also selling cooked food 

Gasoline 	If the store is also selling gasoline 

Other 	Any other stock being sold besides typical Sari-Sari items. 

Size is defined as Small = less than 1,000 pesos worth of stock, Medium = up to 5,000 

pesos worth of stock, and Large = above 5,000 pesos worth of stock. 

In the geographical area of Malaban, with an estimated 30,871 people residing, a total 

of 364 Sari-Sari stores are operational, or on average one Sari-Sari store per 85 

inhabitants. With an estimated household average of 4.8 people it is approximately one 

store per 17.7 households. However, as can be seen in Table A.24.1, the vast majority of 
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Sari-Sari stores (86 per cent) are small and have less than 20 US$ worth of stock on 

their shelves. Only four or 1.1 per cent of the stores are classified as large. 

Table A.24.1 	Distribution of Size and type of Sari-Sari Stores in Malaban (per cent) 

Size 

(N) 

Rice Food Gasoline Other 

Ycs No Yes No Yes No Yes No 

Small 312 11.9 88.1 11.5 88.5 1.6 98.4 4.2 95.8 

Medium 48 64.6 35.4 8.3 91.7 2.1 97.9 4.2 95.8 

Large 4 75.0 25.0 0 100 0 100 25.0 100 

N 364 71 293 40 324 6 358 16 348 

Source: author's survey 2002 

There is some diversification, with particularly the larger and medium sized stores also 

selling rice (raw). Cooked food is mainly sold by the small stores, and not at all by the 

large ones. Gasoline is sold by the litre but only by Sari-Saris located along the road 

where the motorcycle taxis operate. The profit margin on gasoline is also relatively low 

at 7.9 per cent. 
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Appendix 25 

Description of Child Labour Activities 

Footwear Production 

Footwear production is the key economic activity for most of the surveyed households 

in Bifian3. Children have two main roles in the production. One is "children's tasks" 

which are typically lighter work, such as making shoeboxes, cleaning the shoes before 

packaging, and packaging. The second role is to act as a labour buffer by taking on adult 

work. The tasks that are considered children's tasks are the children's responsibility 

regardless of season or production levels. The role as buffer labour, however, occupies 

only peak seasons or other exceptionally high levels of production. The type and 

amount of adult work the children are expected to do depend on their gender and age. In 

addition, during peak season children, particularly girls, also take on additional 

household chores as their mother's labour is tied up in the production. 

Children are normally introduced to the work at the age of five or six depending on 

number of children in the family. The young boys help their mothers until the age of 12 

— 13 or younger if the father sees fit, at which stage they transfer to doing men's work. 

Girls continue working for the mother' regardless of age. When the boys start working 

for their father they typically also stop carrying out "children's tasks". The adult work 

is also divided according to gender. The males are responsible for the sole of the shoe, 

whereas the women produce the upper part. The very specific gender roles become 

more flexible the more difficult the financial circumstances of the household are. 

Women's roles in particular, such as only producing the upper part of the shoe, are 

flexible depending on the household's situation. 

Children's working hours depend on age, gender and time of year. During low season 

the children's contribution to production, if the household has any, is typically two to 

three hours per week and limited to "children's tasks"4. During peak season, when 

3  The sector and its institutional set-up are described in Appendix 22. 
4  The older boys are, however, frequently engaged in some kind of income earning outside the home 
during low season, particularly in the poorest of the poor households. 
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production levels are high, the children's involvement ranges from two to three hours a 

day to 10 — 12 hours a day, some times more. The latter particularly occurs in the last 

two days or so before the weekly deadline. These working hours apply to both boys and 

girls but particularly older children (11 — 12 years and older). The girls often divide 

their working time between domestic chores and production, whereas the boys almost 

exclusively focus on production. The parents normally try to accommodate the 

children's school hours, letting them work before or after school, except for the last 

days before the deadline, particularly if the household's production is behind schedule. 

The children do not get direct payment for their work when working with the parents, 

though some parents do offer increased pocket money when the children work extra 

(I1:19,31). 

Trading 

Trading normally means working in the household MSE (sideline) or selling in the 

market, in most cases petty trading. In household MSEs, the children's role is normally 

helping in the food preparation, assisting in the purchases at the market, and looking 

after the store. Their involvement depends on age, with the older children (girls) often 

looking after the store on their own. In some cases, particularly for Buy and Sell, the 

children also collect money from the customers who pay in instalments. Sidelines are 

typically operating from the home and the children are generally working under their 

parents' supervision, except when looking after the store alone. As with footwear 

production, boys only help out the mother until they reach 11 — 13 years of age. Girls 

continue to work for the mother regardless of age. 

Selling in the market on the other hand, normally involves working alone, though the 

activity it is under the control of the mother, who gives the child items or goods to sell. 

The mother controls how much the child is to sell and the price to be charged. Often the 

child is under instructions not to return until all the items have been sold 

(FGD:19;II:21). While selling normally starts in the afternoon, it is rare that the child is 

still at the market late in the evening. Selling things in the market is considered a female 

activity, though younger boys are also sometimes involved (GGD:8;FDG:3,8;II:27). 
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Garbage collection 

There are two common forms of garbage collection. One is scavenging, which involves 

trying to find recyclables that can be sold. A few households in Pandaçan and Paco do 

this as their main source of income, though more frequently it is the older boys who do 

this on their own. A second form, which is particularly popular with children, is as a 

service in which they collect garbage from households and deliver it to the garbage 

truck for a small fee. The work normally takes place in the morning and the work lasts 

about two hours, most of which is used waiting for the truck. Once the truck arrives the 

children run back and forth between households and garbage truck for about half an 

hour until it moves on. A child can make about 10-15 pesos on average, with the young 

ones making less and others using pushcarts to increase productivity. The limited time 

makes the children carry as much as possible and they are often exhausted by the end of 

it. This form of work is considered to be mainly for younger boys and most stop before 

they become 13 — 14 years of age (FGD:4;II:22,24). 

Service and Porter 

Service is a term the children use for odd jobs such as cleaning car windows at 

intersections, running errands for people in the market, getting water from the pumps 

for households without running water, or any other service for which people are 

prepared to pay. The amounts earned are often very small. In some cases, particularly 

for the younger children, it is very close to begging, though it is considered "work". The 

difference is probably a result of the perception of working rather than having to result 

to begging. For girls service also includes washing clothes for others. 

Working as a porter is considered a male job, and mainly takes place in the evening and 

night at the local market. It is particularly children in Bifian who engage in this. The job 

consists of carrying goods and other people's shopping. The work is not organised, but 

depends on the child being able to find customers before others, and the pay is the tip 

the child gets from the customer. The environment is sometimes rough, (see Chapter 

8.4.1), and the hours long (FGD:16). 
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Domestic Work 

Domestic work (as paid work for others) is common, particularly in Pandaçan and Paco, 

and while both boys and girls are domestic workers, the majority are girls. The work 

often involves long hours, looking after the household and its children. In some cases 

the children live with their employers and only come home at the weekend. While it is 

mainly girls who engage in this work, a few boys in Pandaçan and Paco also work as 

domestic helpers. Frequently, there is some kind of relationship between the employing 

household and the child's family; if nothing else, a mutual acquaintance arrange for the 

child to work. The pay is either given directly to the child or to the parents, the latter 

mainly among younger children (FGD:3,19,27) 

Housekeeping Work 

Housekeeping tasks are divided according to gender. Boys' main responsibility is to get 

water and clean the toilet (if any). Occasionally boys also look after younger siblings, 

but that is relatively rare. Getting water is often time consuming and involves waiting as 

there are frequently long lines at the pump, in particular in Pandaçan and Paco. Girls' 

main tasks include cooking, cleaning, washing clothes and looking after younger 

siblings. Girls furthermore act as labour substitutes and take on additional work 

whenever the mother is busy with other thingss. 

5  GGD:4;FGD:16;II:25,27,58,80. 
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Appendix 26 

Child Work and Health 

The negative impact can arise directly from the nature of the work, including exposure 

to hazardous substances and agents, carrying heavy loads, working long hours or 

working in awkward positions, and working with dangerous machinery and tools. 

However, it may also arise from the working conditions and location of the work. 

Frequently the child is exposed to more than one of hazard in the work environment, 

and may be at risk in a working environment which is safe for adults. Furthermore, 

children are more vulnerable to both psychological and physical abuse than adults6  (ILO 

1998:9; Forastieri 2002; Bequele and Myers 1995). 

Because children are still growing, special considerations need to be made when 

defining workplace hazards. Child labour is more harmful if it occurs at early ages and 

interferes with recreation and rest; involves an erratic work schedule, long hours or 

frequent nocturnal work. There is a substantial literature which documents the negative 

impact on children of starting work at an early age, and some of the consequences may 

not be evident until much later. A study by Kassouf et al (2001) finds that the younger 

a child is when starting to work, the greater the probability of reporting less than good 

health as an adult (Kassouf et al. 2001; Fassa 2000:55; ILO 1996a:9). Furthermore, 

there may be a range of effects on children's health from working, rather than just one, 

and they may in some cases not show themselves until years later. Research quoted in 

Harper and Marcus (2003) finds that child workers in Brazil have poorer health in 

adulthood than those who did not work, and child workers from India are also 

significantly stunted compared to children who did not work. Other studies show no 

difference (O'Donnell et al 2002:22; Harper and Marcus 2003:547). 

In addition to the direct impact of the work environment, the number of work hours also 

affects children's health. There is a clear direct link between number of working hours 

and the probability of sustaining work related ill health (Guarcello et al. 2004:59). 

However, it is very difficult to identify a number of hours under which there is only 

6  Mehrotra and Biggeri (2002:38) quote reports of children getting beaten by contractors for mistakes 
made in the production of rugs. 
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limited risk of injury or health-related consequences as the limit appears to differ 

between sectors as well as within each sector (Guarcello et al. 2004:60). It is clear that 

full-time working children have higher rates of illness and injury (Grootaert 1998:63). 

The difficulty in establishing which sectors are hazardous and which are not is 

highlighted by the studies conducted by Guarcello et al. (2004) and Forasticri (2002). 

Both find that children working in agriculture are much more exposed to risks and more 

likely to suffer injuries than children working in urban areas (Guarcello et al. 2004:59; 

Forastieri 2002:24). However, O'Donnell et al (2003:23) find that there is little 

evidence to suggest that there is any negative short term impact of engaging in 

agricultural work, but rather that there are long term consequences. The different results 

may arise from different levels of industrialisation in the agricultural sectors examined, 

and the workers' exposure to chemicals. 

Children are more liable than adults to suffer occupational injuries, owing to inattention, 

fatigue, poor judgement and insufficient knowledge to work processes and also because 

the equipment, machinery, tools and layout of most workplaces are designed for adults. 

Furthermore, child workers are more likely to suffer serious health problems than adults 

even when exposed to the same working environment. The use of machines designed 

for adults may develop musculo-skeletal disorders. Furthermore, protective gear is 

designed for adults and often does not fit children (Fassa et al. 2000:60; Bequele and 

Boyden 1988:3). That children are more likely to suffer injuries is supported a study 

conducted in the US, which shows that younger teens have a higher injury rate than 

older ones (Fassa et al. 2000:60). 

Boys are more exposed to work related injuries than girls, in some cases three times as 

often. Most common injuries are cuts, bruises and punctures, accounting for an 

estimated 69 per cent of injuries (Forastieri 2002:24). While certain types of work may 

not appear hazardous, they may have serious negative impacts on the child's mental and 

social development. One such activity is domestic work, as in working for other 

families. Largely hidden from the public view, girls and boys who work as domestic 

7 Though one study finds that in Ghana girls are more likely to engage in harmful child labour than boys 
(Blunch and Verner 2000:7). 
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workers are exposed to sexual and physical abuse. Live-in domestic workers are 

especially vulnerable, being separated from their parents and social network. Forastieri 

(2002) quotes a survey conducted by the WHO in Nairobi (Kenya) which finds that 90 

per cent of domestic workers suffer from severe emotional distress, symptoms of 

withdrawal and regression, premature ageing, depression and low self esteem (Forastieri 

2002:46-47, ILO 1996:15; Fallon and Tzannatos 1998:4; Bequele and Myers 1995:21; 

Pflug and Passanha 1999:239). Further, in some societies domestic work (for others) 

may be a precursor for prostitution (UNICEF 1999c:8). 

The specific health related consequences of working differ between types of 

employment. The hazards of working in MSE manufacturing sector include un-

insulated electrical wires, lack of first aid facilities, poor ventilation, lack of sanitation, 

lack of sufficient light, heavy lifting, exposure to loud noise, proximity or operation of 

dangerous machines and lack of protective equipment, exposure to hazardous chemicals 

and dust, and long hours of work (Fassa et al. 2000:58; Forastieri 2002:37,39). Some 

hazards are sector related such as inhalation of dust in the agate stone industry where 

the stones are ground, chipped and drilled, or in carpet weaving where the weaver is 

exposed to dust particles, poor lighting and poor working positions (Burra 1988b:132; 

Forastieri 2002:39). Furthermore the majority of MSEs operate in the informal sector 

and are not visited by OHS inspectors. 

It is not only work outside the home that s exploitative and therefore detrimental to 

children' health. Several of the tasks identified as hazardous above are also carried out 

by children in their own households, in particular agricultural work. In Sri Lanka it is 

found that children's mortality from pesticide poisoning is greater than from a 

combination of other childhood diseases$  (ILO 1996a:10). In addition ignorance about 

basic occupational health and safety standards lead parents unwittingly to put their 

children at risk. One example is Philippine footwear production, where the use of 

organic solvents is of particular concern for child workers as they have lower resistance 

level than adult workers. However, the use of these solvents also takes place in 

household-based production and not just in the enterprises (Estrella-Gust 2000). The 

a  Tetanus, diphtheria, polio, whooping cough and malaria. 

555 



argument that work is safe within the family may be correct with regard to the most 

exploitative forms of child labour, but it does not protect against ignorance of OHS 

hazards. A study of six countries does not find any direct correlation between household 

work (in own home) and health (Francavilla and Lyon 2003:10). However, these 

results have to be viewed in relation to working hours, and household work, even in 

own home, can be detrimental to a child health if the working hours are long enough. 

Furthermore, to the extent that household work also involves cleaning up the 

workplaces of home based MSEs, it may expose the children to cleaning agents, and 

hazardous waste (Forastieri 2002:23). 

However, exposure to a hazardous working environment is not only for those who 

work. The combination of living and work space means that even children not involved 

in work may be exposed to hazardous material such as chemical fumes and dust. This 

also applies to rural areas where living in proximity to fields may also result in exposure 

to chemicals used in agriculture (Forastieri 2002:33; Estrella-Gust 2000). Furthermore, 

the lack of day-care facilities may also contribute to young children being exposed to a 

hazardous environment as the parents have no place to put the children while working 

(Forastieri 2002:33). 

There are other forms of child labour which leave the children vulnerable to abuse and 

exploitation. For children working in the street or market place, the main hazard does 

not arise from the work itself, but the place of work. (Forastieri 2002:48). Commercial 

sexual exploitation is similarly a type of work associated with severe exploitation and 

exposure to physical and mental abuse, along with diseases such as HIV/AIDS. The 

hazards of this line of work are well documented (ILO 1996e; Bequele and Myers 

1997:24; Rialp 1993:14; Forastieri 2002:53-55). 

9  Brazil, Guatemala, Guinea, Kazakhstan, Peru and Zambia (Francavilla and Lyon 2003). 
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Appendix 27 

SAS Programme 

/ * * * * * * A * * * * * * * * * k * * * * k * A * * * k k * k * * * * * * * * A * * * A * * * * A * * •A * * k * * * k * A * A A A * * * / 

/**k* Correlation Analysis A*AA*/ 
/**A**A**A**kkk*Ak*Ak**kA*AA*****

A*****k**Ak*A******A***kk*****Ak***/  

libname dat 'C:\  
%inc 'C:\  

proc corr data=dat.child04; 
var area micfin lsizengo lsizeoth loandefa younchil adultfem 

adultmal bussmx bussfx femedu maledu malactx incomx 
clworkx cllogwho clwhouxx clhwhrxx cltothou cllogtot 
clsex clage clrelatx clschola clrepeat clsscho ; 

run; 

Modell 
/****************A***********************************k********k******/ 

/**** Does Child Work or Not *****/ 
/**** By Area and Gender *****/ 

/******************************************************************/ 

libname dat 'C:\  
%inc 'C:\  

proc sort data=dat.child04; 
by area clsex; 

proc glinunix data=dat.child04; 
class id clage; 
model clworkx = micfin lsizengo lsizeoth loandefa younchil adultfem 

adultmal bussmx bussfx femedu maledu incomx 
clage clrelatx clschola clrepeat clsscho / 
dist=binomial link=logit solution; 

random intercept / subject=id; 
by area clsex; 

run; 

Model 2 

/*********************************************************k***k****/ 

Number of Economic Hours Child Works *****/ 
/**** By Area and Gender *****/ 

/*******************************************************************/ 

libname dat 'C:\  
%inc 'C:\  

proc sort data=dat.child04; 
by area clsex; 
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proc glimmix data=dat.child04; 

class id clage; 
model cllogwho = micfin lsizengo lsizeoth loandefa adultfem 

adultmal younchil 
bussmx bussfx femedu maledu incomx 
clhwhrxx clage clrelatx 
clschola clrepeat clsscho 
/ dist=normal solution; 

random intercept / subject=id; 
by area clsex; 
output out=rtest resid=r pred=predy student=stdr; 
by area clsex; 

run; 

data park; 
set rtest; 
logr2=log(rk*2); 
logy=log (predy) ; 

run; 
proc reg data=park; 

modell: model logr2=logy; 
model2: model stdr=predy; 
plot stdr*predy; 

by area clsex; 

run; quit; 

proc univariate data=rtest; 
var r; 
histogram r /normal(mu=est) cbarline=red; kmidpoints=0 to 2.0 by 

0.10; 
title; 
by area clsex; 

run; 

Model 3 
/k**k**k**k**************A********k*****k**k*******k**k*kkkkkk**k***/ 

/**** Total Number of Hours Child Works *****/ 
/**** By Area and Gender *****/ 

/**k*k*****k*****k*****k**************k*****k***k*******kk**k*kk-Ak•**/ 

libname dat 'C:\  
%inc 'C:\  

proc sort data=dat.child04; 
by area clsex; 

proc glimmix data=dat.child04; 

class id clage; 
model cllogtot = micfin lsizengo lsizeoth loandefa adultfem 

adultmal younchil 
bussmx bussfx femedu maledu incomx 
clage clschola clrepeat clsscho 
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/ dist=normal solution; 
random intercept / subject=id; 
by area cisex; 
output out=rtest resid=r pred=predy student=stdr; 
by area cisex; 

run; 

data park; 
set rtest; 
logr2=log(r*"2); 
logy=log(predy); 

run; 
proc reg data=park; 

modell: model logr2=logy; 
modelt: model stdr=predy; 
plot stdr*predy; 

by area cisex; 

run; quit; 

proc univariate data=rtest; 

var r; 
histogram r /normal(mu=est) cbarline=red; *midpoints=0 to 2.0 by 

0.10; 
title; 
by area cisex; 

run; 

Model 4 

/**** Does Child Go to School or Not *****/ 
/**** By Area and Gender *****/ 

libname dat 'C:\  
%inc 'C:\  

proc sort data=dat.child04; 
by area cisex; 

proc glimmix data=dat.child04; 
class id clage; 
model clsscho = micfin lsizengo lsizeoth loandefa younchil adultfem 

adultmal bussmx bussfx femedu maledu incomx 
clage clrelatx clrepeat / 
dist=binomial link=logit solution; 

random intercept / subject=id; 
by area cisex; 

run; 
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