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Abstract: Trade liberalization has differentiated effects on the regions (i.e., urban and rural). Concerning 
regional importance, we investigate the association between trade liberalization (TL) and child labor (CL), 
with special emphasis on rural areas, using micro-level data from 1990-2005 in rural Pakistan. Our 
estimation approach analyzes geographical differences in the effects of trade policy through province-level 
exposure to a reduction in import tariffs. We construct provincial panel data for the investigation of the 
liaison between trade liberalization and child labor in rural Pakistan. The feasible generalized least-
squares (FGLS) method is utilized for empirical analysis. Pakistan is related to trade liberalization and 
the prevalence of child labor in rural areas. In Pakistan, trade liberalization has given rise to child labor 
in rural regions. It might be the reason that children who are living in rural areas assist their parents with 
household chores and on-farm. In rural Pakistan, trade liberalization leads to a rise in child labor. Our 
results hold up well against a range of control variables. The policy implication of the study is that the 
government should provide free education programs and packages to the poor, especially in rural areas, 
for the survival of their lives and then parents should send their children to school instead of work. 
Keywords: Child labor, Income inequality, Poverty, Rural Pakistan, Trade liberalization. 

 

1. Introduction  
The impact of trade liberalization on child labor in poor, especially agricultural economies, has 

stimulated a heated debate. Some studies demonstrate that liberalization of trade enhances the income of 
the household and therefore reduces the CL incidence (e.g., [1, 2]), whereas others contend that openness 
to trade enhances the demand for the product and generates employment opportunities for the unskilled 
CL, leading to a larger incidence of CL [3]. Based on available evidence, the findings of the net effect of 
openness to trade on CL are mixed [4]. 

The new millennium has seen increasing concern about the welfare of children as CL is growing in 
developing countries [5-7] and because it has longer impacts on human-capital accumulation and the 
development of the country. Moreover, CL is depicted in the eminent press as a rising issue driven by 
trade openness [8]. TL (measured by a policy-based proxy of import tariffs) is positively related to child 
employment [9] in India, as well as having a negative impact on CL [4] in China. In rural China, more 
than 70% of the population is working as a fisherman or farmer, and in all sectors that relate to the non-
skilled worker, rural areas are usually much poorer as compared to their urban counterparts. Although 
the public pays more attention to the elimination of manufacturing CL, the larger portion of CL occurs in 
the agriculture activities of rural areas [10], and the population derives a larger portion of the income 
from the agriculture sector in developing economies.  

In Pakistan, children perform labor in all sectors, especially home-based work, as well as in the 
informal sector [11]. According to the Child Labor Survey, in Pakistan, the distribution of CL is as 72% 
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CL active in rural areas in agriculture sector and only 11% in manufacturing, 9% in the trade sector, and 
8% in the service sector [12]. CL tends to be larger and comes from rural areas and households with a 
larger size and lower income per capita. 

However, TL has different impacts on CL across the regions (i.e., urban & rural). As Edmonds, et al. 
[1] find the tariff reduction effect on the decrease of CL and schooling increase, this effect is smaller for 
rural areas as compared to urban areas. The other micro-study explored that CL increased both in urban 
and rural regions during the boom of the coffee sector. Kruger [13] and Robertson [14] suggest that a 
reduction in tariffs has positive effects on income and declines poverty, eventually leading to a reduction 
of CL in rural regions. Overall, TL has both a negative and a positive sign for urban and rural CL, and it 
depends on the country's position. So, these indications show that TL has different impacts across regions, 
and a major part of CL exists in rural areas. Therefore, there is a crucial need to examine the existing 
situation of CL in rural areas. Our study focuses on rural areas of Pakistan to investigate the TL impacts 
on CL. 

The findings of our study are that in rural areas, we found an increasing trend of CL due to TL. The 
1 percentage point decrease in import tariffs leads to an increase of 0.09 percentage points in CL. Our 
results are robust and insensitive to the inclusion of other controls. The findings of our study are 
consistent with those of Zhao, et al. [4] and contrast with those of Robertson [14] for rural areas.  

Our research contributes to the existing research in many ways: Firstly, to explore the TL impact on 
the CL in rural regions of Pakistan1 using micro-level data from rural Pakistan. Second, we are utilizing 
the reduction of import tariffs as a proxy of TL to the best of my knowledge, which is a better proxy in 
comparison to past ones (i.e., trade ratios are used in the studies of Iram and Fatima [16] and Nawaz, et 
al. [17] in the case of Pakistan). Third, to address the existing inconclusive empirics about the TL impacts 
on CL, we are utilizing a more disaggregated dataset (i.e., panel data at the provincial level) as compared 
to existing work (utilized annual data) for the analysis. Fourth, our study employed the TL regime (1990-
2005) for our empirical analysis.  

The labor market flexibility helps more in describing the employment status of the labor market 
relative to trade policy. For the reason that no significant change arises throughout the sample period in 
regulations of the labor market, it provides an exclusive case for exploring the TL impacts on CL. We 
may possibly expect that it shows the pure TL policy impacts on children's employment because the 
regulations have a minimal role during TL [18].       

This study is organized as: Section 2 offers the theoretical framework of the study. Section 3 describes 
the dataset. Section 4 gives the methodology. Section 5 discuss results and the last section is about the 
conclusion. 
 

2. Theoretical Background 
Theoretically, when economies are opened, reducing their trade barrier affects the child's labor in an 

economy. According to Ricardo-Heckscher-Ohlin-Samuelson traditions, trade openness results as 
countries increase the production of the goods for which they have a comparative advantage. In less 
developed countries, there is generally a relative gain in the production of labor-intensive goods, so the 
production of those goods should increase as a result of trade openness. When labor-intensive comparative 
advantage industries indirectly make use of CL, then resource reallocation may raise the demand for CL. 
Opposed to an argument, the debate is that trade openness enhances the reward of  factors of production 
(FOP) that are used intensively to produce goods in which they have a comparative advantage in the 
world economies. This shows that free trade in developing countries makes labor better off, as it increases 
the unskilled worker's wage. This, in return, increases CL.                             

 
1 As the study of Ul-Haq, et al. [15] investigated the trade liberalization impact on child labor in the urban regions of Pakistan. But the majority 

of the population lives in rural areas, and most of the child labor exists in rural areas as compared to urban areas [12]. Therefore, it is crucial to 

study the effect of trade reforms on rural child labor.  
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Considering the mechanism by which child employment is affected by TL, we proceed as reduced 
import tariffs decreases the protection of a nation. The reducing import tariff alters the final commodity 
prices. It is assumed that the impact is negative on prices, so the price of traded goods drops as a 
consequence of trade openness. However, it persuades households to move the direction of their child 
(substitute) away from the relatively expensive education sector and connect to the working sector. 
Because these reduced consumption prices increase the real wages of the CL, which makes it an incentives 
for parents to move away from child schooling [1].  

The regions that are highly trade-exposed through larger tariff cuts might be expected to experience 
(all things remaining the same) a larger fall in product demand and thus more than proportionately fall 
in the wages. However, the other scenario could also be possible where the wages of the child increase. 
For instance, due to the loss resulting from protection, employment may shift to a less skill-intensive 
industry where CL demand increases.  

Assume that trade openness will decrease education returns and increase CL if developing nations 
like Pakistan have a comparative advantage in goods produced by unskilled labor. The reduction of import 
tariffs reduced the price of intermediate goods, and this price reduction encourages producers to maximize 
exports. So, producers increase productivity by demanding more CL, and this will put upward pressure 
on the child’s wage and attract more children.  

Generally, CL falls as the income of the family rises, theoretically reasons [19] along with empirics 
support [20] for working children being specifically responsive to variation in the income that lifts the 
poor families from poverty. According to Topalova [21], the correlation between poverty and tariff 
reduction is positive at the district level.  

• TL (import tariffs↓) → imported goods price ↓ → real wage of the working child ↑ → CL↑. 

• TL (import tariffs↓) → imported goods price↓ → domestic goods demand↓→ domestic product 

output↓ → nominal wages↓ → demand for CL↓.        

• TL (import tariffs↓) → loss of protection → demand for imported commodity↑ → domestic 
commodities demand↓ → production↓ → demand for labor↓ → skill employment shift towards less 

skilled labor → CL↑. 

• TL (import tariffs↓) → imported goods price↓ → price fall leads to raising the real income of  
parents → basic needs of  households fulfilled → poverty↓ → CL↓. 

• TL (import tariffs↓) → intermediate goods price↓ → price fall persuades producers to enhance 
exports → domestic productivity↑ → CL demand↑ → wages of  CL ↑ → child schooling↓ → CL↑. 

The relationship between CL and TL is vague in prevailing theory; now empirical analysis can direct 
us more on this relationship. 
 

3. Data and Empirical Strategy 
3.1. Variable Definition 

A child who is below or equal to the age of  14 is known as child labor and CL is described as the 
participation of  children between the ages of  10 to 14 in the labor force within the rural regions of  
Pakistan. Following Jameel, et al. [22]; Wu, et al. [18]; Ul-Haq, et al. [23]; and Ul-Haq, et al. [24], we 
are utilizing the reduction of  import tariffs as a proxy of  TL to the best of  my knowledge, which 
is a better proxy in comparison to past ones (i.e., trade ratios are used). The Italian expert Corrado 
Gini made up a measure for income inequality known as the Gini index (GI). It is defined as a ratio of  the 
area between the diagonal and the Lorenz curve to the total area of  the half-square in which the curve 

lies [25]. As well, the most appropriate measures are the Atkinson Index (AIε) and the Generalized 
Entropy Index (GEI), which cover almost all the characteristics of  a good measure. Poverty is the 
situation in which a person has a low-income level to meet the basic needs of  life. As headcount ratio 
(HCR) measures the proportion of  those people whose consumption is below the poverty line instead of  
the axioms of  monotonicity and transferability, whereas the first one is fulfilled by the poverty gap (PG) 
and the other is square poverty gap (SPG). Average family wage income (AFWI) is the family’s total 
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income produced by whole participants of  14 years of  age or older in the same household. 
 
3.2. Pakistan Trade Policy 

There has been an extensive amendment in Pakistan's trade policy through the period of 1990-2005. 
When Pakistan opened its economy for the exchange of commodities, major changes were made in trade 
policy as part of the 1988 Structural Adjustment Programs Zaidi [26]. The import tariffs contraction was 
unanticipated and continuously varied across sectors [18]. Table 1 describes the tariff descriptive 
statistics throughout the study time epoch (i.e., 1990 to 2005). The average tariff rate declined gradually 
from 1990 (63 percent to 13 percent) to 2005. It shows how import tariffs have decreased over time, and 
this change reflects Pakistan's discussion with the World Trade Organization (WTO) about achieving 
national minimum tariffs [15, 22, 27].   
 

Table 1. 
Tariffs descriptive statistics (Selected years). 

Overall  1990 1992 1994 1996 1999 2001 2003 2005 
N  18 18 18 18 18 18 18 18 
Average 62.43 64.08 50.45 41.07 24.05 19.38 16.05 13.28 
Std. dev.             37.55 28.05 20.62 19.53 11.36 10.02 8.19 8.67 
Min. 0 0 0 0 0 1.83* 3.5 0.29* 
Max. 163.24* 160 120 111.8* 83.52* 60 48.92* 45.71* 

Note: ‘*’ Point out the Ad-Valorem Equivalence and ‘N’ displays sectors in a particular year. 
Source:  Wu, et al. [18].  

 
Pakistan liberalized its trade policies gradually by reducing import tariffs and tariff slabs and 

eliminating non-tariff measures of trading. Throughout the trade regime, the import tariffs diminished, 
but the most drastic variation took place during the period 1992–1999. Whereas, the most severe 
reduction of average tariffs across the sectors also altered the Pakistani protection structure.  
 
3.3. National Household Survey 

For empirical analysis, we connect reductions in protection rates to household-level labor data. We 
employ the Pakistan labor force (LFS) datasets collected, from 1990 to 2005, by the Bureau of Statistics 
(BOS) of Pakistan. LFS is a nationwide, representative cross-sectional household survey dataset. The 
major aim of the LFS is to gather data on a set of comprehensive statistics on several characteristics of 
the nation’s civilian labor. LFS offers labor force data on many aspects of the country. The data on CL 
was collected from LFS. Table 2 describes the overall description of the variables used in this study. 
 
Table 2. 
Descriptive statistics. 

Variable PLIB CL AFWI HCR PG SPG GI GEI(0) GEI(1) AIε(0.5) AIε(1) AIε(2) 
N 52 52 52 32 32 32 32 32 32 32 32 32 
Average 17.733 0.032 7.827 33.32 6.25 1.79 0.23 0.08 0.09 0.04 0.08 0.14 
Std. dev. 9.775 0.008 0.318 8.08 2.27 0.86 0.02 0.02 0.03 0.01 0.02 0.03 
Min. 4.863 0.018 7.19 20.2 3.23 0.77 0.18 0.05 0.06 0.03 0.05 0.1 
Max. 34.945 0.057 8.44 57.05 14.88 5.26 0.26 0.12 0.18 0.07 0.11 0.19 

 
To measure provincial liberalization, we take the data on import tariffs at the 2-digit sector level from 

the study of Wu, et al. [18] and Ul-Haq, et al. [27]. To calculate tariffs at the province level, we utilized 
the PLIB indicator by following Topalova [28], whose details are given in the empirical strategy. To 
check the robustness of our baseline findings, our study utilized several other variables as control, such 

as poverty (HCR, PG, & SPG), income inequality (GI, GEI, & AIε), and the AFWI.  If you want to do 
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robustness checks on poverty and income inequality, you can use data from the Household Income and 
Expenditure Survey as well as data on AFWI from Cheema and Sial [29] and Cheema and Sial [30].  
 
3.4. Child Labor: Prevailing Situation  

Pakistan is a developing country in which CL is prevalent to a larger extent. In Pakistan, the Human 
Rights Commission estimates that in the 1990 labor force, 10.2 percent of CL were under the age of ten. 
According to the Federal Bureau of Statistics in 1996, 8.3 percent of children aged 5–14 did full-time 
work[31],  and 6.7 percent of children aged 10–14 are prevailing according to the labor force survey 
(henceforth LFS) 2014–15 in Pakistan [32]. Pakistan implemented 34 conventions in total, including 
eight fundamental conventions of the ILO  [15, 33]. 
 

4. Empirical Strategy 
To empirically study the reduction of import tariffs and the CL using a panel dataset, Following Shi, 

et al. [34], Al-Malki, et al. [35], and Jameel, et al. [22], we utilized the Feasible Generalized Least Square 
(FGLS)2 technique by adopting the share of CL as an explained variable and the  import tariff reduction 
at the province level as the key explanatory variable. We employ the empirical strategy as follows: 

𝐶𝐿𝑝𝑡 =  𝛽0 + 𝛽1𝑃𝐿𝐼𝐵𝑝𝑡 + 𝛽2𝑋𝑝𝑡 + ɛ𝑝𝑡             (1) 

CLpt is the child labor in p province at t time. β1 is the TL coefficient, and it captures the variation of 
CL. The PLIB is the crucial variable of our study as a measure of provincial TL. Xpt is a vector of other 
related control variables that are considered to play a vital role in influencing CL measures such as poverty 

(HCR, PG, & SPG) and income inequality (Aε, GEI, & Gini) as well as AFWI. Similar to Castilho, et al. 
[36], McCaig [37], and Ul-Haq, et al. [15], we utilized the Topalova [28] approach to compute province 
levels tariffs (PLIB) as a measure of TL. The PLIB is a weighted average of national industry-level tariffs, 
where weights are based on the number of persons within each region working in various industries 
expressed as a proportion of the entire workforce in the region at the initial period (i.e., the year of 1990) 
in the present work. The index to calculate provincial tariffs;       

PLIBpt =  
Σk (Lpk1990×Tariffkt)

Lp1990
                      

PLIBpt is the index of provincial liberalization at time t. Tariffkt represents tariffs in industry k at the 
time t. Lpk1990 is the number of workers employed in industry k at the starting point (i.e., 1990 in the unit 
of analysis in that province). Lp1990 shows the total number of workers in the unit of analysis p for the 
year 1990. The present study examines the trade reforms' effects on rural CL by using a drop in protection 
rates as the best measure to study the effect of a pure liberalization regime. Protection rates are better 
than in the past because existing literature used trade ratios for trade openness. The problems of over-
invoicing of exports as well as under-invoicing of imports are a prevailing phenomenon in developing 
countries, and Pakistan is also in this trap  [38-41]. Even though the popularity of trade ratio measures, 
this proxy measures country size as well as integration into globalization instead of trade policy 
orientation. To end with, the measure of trade ratio would be a profoundly defective proxy to capture the 
impact of TL. It’s hard to prove the claim that the trade ratios vary only in response to trade policy 
changes  [40]. Thus, the utilization of import tariffs is one of the essential measures to capture trade 
policy effects [9, 42]. The adoption of import tariffs brings an added advantage over the previously 
prevailing work in which measures such as export consumption ratio, import penetration, and relative 
prices were utilized. It is a better-recovering measure than the Sachs and Warner index (SWI) as well as 
the trade-adjusted ratio (which is a residual obtained by examining the association of openness) for the 
reason that it is more direct. The main reason for choosing tariffs (even though they denote a policy) is 
that the likelihoods of error are lower [43].  

The FGLS method is employed for the calculation of the parameters of the model’s co-variates (TL, 
CL, and other co-variates) in Equation 1. The FGLS model, in which cross-section variations (unobserved 

 
 Based on our panel diagnostics, we are using FGLS model for our empirical analysis.2 
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heteroscedasticity) are collective, uses deviations in beta coefficients as standard errors [44]. The FGLS 
is better at handling the problem of heteroscedasticity than other methods (i.e., fixed-effect and random-
effect models) [34, 45]. Furthermore, due to changing cross-sectional particular standard errors, FGLS 
can be made robust for cross-sectional dependence (CSD), serial correlation, and heteroscedasticity [44, 
46]. The FGLS robust model is as follows: 

𝛣𝐺𝐿𝑆 = (𝑋́𝛺−1𝑋)
−1

𝑋́𝛺−1𝑦       (2) 

𝑉𝑎𝑟(𝛣𝐺𝐿𝑆) = (𝑋́𝛺−1𝑋)
−1

         (3) 

𝛺 = ∑ 𝛩𝐼𝑇𝑖∗𝑇𝑖𝑛∗𝑛                         (4) 

∑ 𝑖, 𝑗 =̂
𝜀̂𝑖𝜀𝑗̂

𝑇
                                 (5) 

Here, during the calculation of the βs coefficients and their standard errors, the identity matrix Ω is 
adjusted to take into consideration the autocorrelation and heteroscedasticity.  
 

5. Results and Discussion 
We discuss the results of the TL association with CL in this section. The estimated findings of the 

liberalization indicator (PLIB) on CL are given in Table 3 using the model presented in Equation 1. The 
findings indicate that CL increased as import tariffs were reduced in rural areas of Pakistan. There is a 
significant link between the TL and CL in rural regions. The coefficient of the provincial TL variable 
(PLIB) indicates that the fall in import tariffs increased CL. There is a rise in CL among children who are 
living in rural areas, the reason being that these children assist their parents in household chores and on-
farm [47]. It is interpreted as a fall of 1 percentage point in import tariffs that is connected with the 0.09 
percentage point (-0.0009) increase in CL. However, we evaluate a negative association concerning trade 
policy and CL. Our results are matched by Zhao, et al. [4] and contrast with those of Robertson [14] for 
rural areas.  
 

Table 3. 
Trade policy and rural child labor. 

Variable 1 2 3 4 
PLIB 
 

-0.001* 
(0.0005) 

-0.004*** 
(0.001) 

-0.004*** 
(0.001) 

-0.003*** 
(0.001) 

GI  0.255*** 
(0.076) 

0.246*** 
(0.080) 

0.158* 
(0.092) 

HCR   3.34e-05 
(0.0001) 

0.0001 
(0.0001) 

AFWI    -0.014* 
(0.007) 

Time indicators Yes Yes Yes Yes 
Wald statistic 36.08 51.89 50.15 63.05 

Note:  Child labor is a predicted in Feasible generalized least square (FGLS) models. S.E is specified in parentheses. 
Asterisks indicate significance level i.e., 10 for *, and 1 for *** percent. N is 52 observations in column 1 and 
32 in columns 2-4. The p-value is less than 0.05 in all models. 

 
To check the robustness of our results, whether our results are robust or not in the case of Pakistan. 

We add various other control variables to our main model, such as poverty, with its associated measure 
of headcount ratio, which gives the proportion of those populations whose expenditures or consumptions 
fall below the poverty line. The headcount index is sensitive to the numbers of poor people, but it is 
calculated easily. The axioms of monotonicity and transfer are not satisfied by the headcount ratio. 
However, despite all its defects, it is the most widely used as a measure of poverty [29] and income 
inequality. Utilizing the Gini index to measure the distribution of income among the people, as used by 
Cheema and Sial [29], is derived from the Lorenz curve.         
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These control variables are the major determinants of CL, such as poverty [48], income inequality 
[49], and AFWI [50], that play an important role in deciding family status [51]. The influencing factors 
of CL are income inequality and poverty, both of which are positively and significantly associated with 
CL [52]. However, the affiliation between AFWI and CL is negative. The improvement in family income 
decreased CL. The evaluations of robustness checks indicate robust findings and are not sensitive, which 
means these controls do not affect the significance of the protection coefficient or its sign. To sum up, 
there was an increase in CL in rural Pakistan, which practiced larger tariff cuts.  
 
5.1. Robustness Checks 

In this section, for the robustness check of our findings, we used various other related variables of 
poverty and income inequality as the major factors to affect CL. For robustness checks, our study used 
the PG as well as the SPG, which is the most efficient measure of poverty. It measures the distances that 
poor people fall from the poverty line and expresses that as a percentage of the poverty line. It measures 
the mean shortfall in consumption expenditure from the poverty line and shows the depth of poverty. 
However, it fulfills only the axioms of monotonicity, not transfer axiom. Our robustness check results are 
in Table 4 and Table 5.     
 
Table 4. 
Trade policy and rural child labor (Robustness checks-I). 

Variable    1 2 3 4 5 6 7 

PLIB 
 

-0.0009* 
(0.0005) 

-0.003*** 
(0.0009) 

-0.002*** 
(0.0008) 

-0.004*** 
(0.001) 

-0.002* 
(0.001) 

-0.004*** 
(0.001) 

-0.004*** 
(0.001) 

PG 
                 

 3.66e-05 
(0.0005) 

0.0002 
(0.0004) 

-0.0001 
(0.0005) 

0.0003 
(0.0005) 

-4.41e-05 
(0.0005) 

-8.59e-06 
(0.001) 

GEI(0)  0.303*** 
(0.095) 

     

GEI(1)   0.174*** 
(0.047) 

    

GI    0.260*** 
(0.079) 

   

AIε(0.5)     0.199 
(0.138) 

  

AIε(2)      0.214*** 
(0.076) 

 

AIε(1)       0.354*** 
(0.104) 

Time 
indicator 

Yes Yes Yes Yes Yes Yes Yes 

Wald  
statistic 

36.08 50.60 57.42 51.93 29.99 44.58 54.19 

Note:  CL is a regress and in above FGLS models. S.E is shown in parentheses. Asterisks indicate significance level i.e., 10 for *, and 1 for 
*** percent. N is 52 observations in column 1 and 32 in columns 2-7. The prob value is less than 0.05 in all models. 

 
The result revealed that our findings are robust with the addition of other controls. The distance that 

is captured by the PG is taken as the square of that distance in the SPG and shows the severity of the 
poverty. However, it covers the drawbacks of both measures of poverty, i.e., monotonicity and the transfer 
axioms [29]. In Table 5, we check the robustness by adding the SPG and another measure of income 
inequality. The income inequality concept is multifaceted as well as complicated and therefore cannot be 
perfectly captured with a single measure [53]. We used the GI, GEI, and AIε for income inequality. These 
measures satisfy approximately all anticipated characteristics of income distribution, such as Pigou-
Dalton Transfer sensitivity, Population size independence, Mean independence, Statistical testability, 
Symmetry, and Decomposability [30].  
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Table 5. 
Trade policy and rural child labor (Robustness checks-II).  

Variable 1           2 3         4 5         6 7 
PLIB -0.0009* 

(0.0005) 
-0.004*** 

(0.001) 
-0.003*** 
(0.0008) 

-0.004*** 
(0.001) 

-0.002* 
(0.0008) 

-0.004*** 
(0.001) 

-0.004*** 
(0.001) 

SPG  -0.0002 
(0.0012) 

0.0004 
(0.001) 

-0.001 
(0.001) 

0.001 
(0.001) 

-0.001 
(0.001) 

-0.000 
(0.001) 

GEI(0)  0.311*** 
(0.095) 

     

GEI(1)   0.177*** 
(0.047) 

    

 GI    0.267*** 
(0.078) 

   

 AIε(0.5)     0.204 
(0.140) 

  

 AIε(2)      0.224*** 
(0.076) 

 

 AIε(1)       0.363*** 
(0.104) 

Time 
indicator 

Yes Yes Yes Yes Yes Yes Yes 

Wald stats 36.08 51.79 57.90 53.48 30.06 46.14 55.53 
Note:  CL is an outcome variable in above FGLS models. S.E is shown in parentheses. Asterisks indicate significance level i.e., 10 for *, and 

1 for *** percent. N is 52 observations in column 1 and 32 in columns 2-7. The p-value is less than 0.05 in all models. 
 

The correlation between CL and poverty is significant and positive. It may be because a large part of 
the population lives in rural areas. So, our results are matched with those of Jayaraj and Subramanian 
[54] and Akarro and Mtweve [55]. While the cases in which poverty is negatively related to CL are also 
matched with the studies of Ray [56] and Abdullahi, et al. [57]. The reduction of poverty plays a vital 
role in the decrease of CL in the study of Naeem, et al. [58]. According to Nawaz, et al. [17]  these are 
positive effects on the CL of income inequality in Pakistan. However, Swinnerton and Rogers [59] 
establish a negative connection between CL and income inequality. 
 
5.2. Lagged Trade Policy Impacts on Rural Child Labor 

As a final point, we explore the amendment of the CL as a result of a decline in import tariffs. It might 
take time to act by scrutinizing the relationship between the lagged tariff and the CL. The findings are 
presented in Table 6, which is estimated in the same way as we examined in Table 3, except for essential 
provincial TL. The coefficient is negative and significant for the lagged trade policy. The influence of the 
lagged trade policy is similar to CL. We also found that our lagged trade policy results are robust in the 
presence of several controls and propose that the relationship between CL and lagged trade policy is 
negative. The sign with the lagged trade policy coefficient is the same as we evaluated in Table 3.  

To sum up, we evaluate a significant association between CL and TL in rural Pakistan (i.e., the decline 
of import tariffs is negatively associated with CL). Our study evaluates a significant relationship between 
lagged trade policy and CL. The estimated results are too robust with the addition of controls. Since 
throughout this time frame there was no momentous variation in labor market regulation, we could trust 
that the pure influence of trade reforms on CL.      
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Table 6. 
Lagged trade policy impacts on rural child labor. 

Variable 1 2 3 4 
Lagged-PLIB 
 

-0.0009** 
(0.0004) 

-0.004*** 
(0.001) 

-0.004*** 
(0.001) 

-0.004*** 
(0.001) 

GI  0.265*** 
(0.074) 

0.265*** 
(0.079) 

0.204** 
(0.095) 

HCR   -6.91e-06 
(0.0001) 

0.0001 
(0.0002) 

AFWI    -0.010 
(0.008) 

Time indicators Yes Yes Yes Yes 
Wald statistic 30.36 52.18 51.04 58.51 

Note:  CL is a regress and in all FGLS models. S.E are shown in parentheses. Asterisks indicate significance i.e., 5 for **, and 
1 for *** percent. N is 48 observations in column 1 and 28 in columns 2 -4. The prob value is less than 0.05 in all 
models. 

 

6. Conclusion  
Using a micro-level dataset from 1990 to 2005 in Pakistan, we investigated the link between CL and 

TL in rural areas of Pakistan. We find that there is a strong connotation between TL and CL. TL raised 
CL in rural Pakistan. A major cause of rising CL is that children assist their parents in household chores 
and on-farm work, and the majority of our population lives in rural areas of Pakistan. Further, we also 
found that our findings of robustness checks are robust by including income inequality, poverty, and 
AFWI. We also scrutinized lagged effects of trade policy on CL. The estimations exposed that lagged 
trade policy also has a similar effect on rural CL. Our findings with lagged trade policy are robust with 
other related controls.  

Labor market regulations, in comparison to trade reforms, are considered to be the basic element in 
expressing the prevalence of workers in the marketplace. Fortunately, throughout the study period, there 
was no execution of new regulations in the labor market that could influence the rigidity or flexibility of 
the labor market in Pakistan. Thus, Pakistan is an exceptional case that offers an exclusive case for 
exploring the trade openness impacts on CL in the labor reforms’ absence. In this aspect, it is sensible to 
apply the findings virtuously to trade reforms. 

The findings of the study will help policymakers make policies that provide the best means for CL. 
Because increasing CL is a hot-going issue for developing economies, especially in rural areas.  
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