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Can cash transfers reduce child labor?
Cash transfers can reduce child labor if structured well and if they 
account for the reasons children work
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AUTHOR’S MAIN MESSAGE
Evidence shows that cash transfers can address child labor by reducing household vulnerability, but there is 
considerable variation in impact. Differences in program design are one reason. Also, small changes in income 
might not be sufficient to induce households to stop children from working. Another is that the effects on child 
labor may be dampened by the need to pay additional costs if the transfers enable children to go to school. There 
may also be incentives for increased child labor if transfers invested in productive assets increase the returns to 
children’s work. Thus, adding interventions to reduce the costs and improve the quality of school and health care 
are a promising complement to cash transfer programs.

ELEVATOR PITCH
Cash transfers are a popular and successful means 
of tackling household vulnerability and promoting 
human capital investment. They can also reduce child 
labor, especially when it is a response to household 
vulnerability, but their efficacy is very variable. If not 
properly designed, cash transfers that promote children’s 
education can increase their economic activities in order 
to pay the additional costs of schooling. The efficacy 
of cash transfers may also be reduced if the transfers 
enable investment in productive assets that boost the 
returns to child labor. The impact of cash transfers must 
thus be assessed as part of the whole incentive system 
faced by the household.

KEY FINDINGS

Cons

If invested in productive assets, cash transfers can 
increase household demand for child labor.

If cash transfers enable children to enroll in 
school, child labor might increase to support 
additional education costs.

Few cash transfer programs have reducing child 
labor as a primary objective.

In most cases, increases in school attendance are 
not fully matched by reductions in child labor.

Pros

Cash transfers can reduce the economic 
vulnerability of households and increase human 
capital investment, especially in low-income 
countries with weak social protection systems.

Cash transfer programs have proven to be 
valuable in reducing child labor that arises in 
response to household vulnerability.

Adding interventions to reduce the costs of school 
and health care and improve their quality can 
increase the effectiveness of cash transfers in 
reducing child labor.

Cash transfers reduce child labor to different degrees

Note: Chart shows the change in the probability of children working as a 
result of different cash transfer programs.

Source: Based on Figure 4.
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