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Abstract

Children involvement in employment has gadmany attentions from all over the world.
Ononehand, It is childds right to develop ther
caring from parents, as well as proper environment for their growth. On the other hand, poverty
seems preventing children to have a decent growth. They even havektowlogir earlier age
not only as an added or substitute worker, bu
economy. Many policies and government intervention has been raised to tackle this
phenomenon. However, recent research outcome fouhgddtearty is not solely as a main factor
that affects working children present in the family. This study tries to find the correlation
bet ween parentsd perception on return to educ
health statwss . depakeen taspdesere ih theafamilyp aie prababdity
children will work Using Heckman twstep model to calculate the return to education and
probitregression omprobability children will work we found that return to educatiorde=d has
significant negative relationship on working children. This implies that an increase in return to
education will reduce the probability that children have to work. Moreover, the significant
positive relationshipwith par ent s 6 a m & s p eheatthndorgdifionproved that if a
household experienced a Aabsdnteeiskndhe fnmillyoura t g aorne rstusce
sicknesswill increase the probability that children have to work. After all, combination policies

to raisethe importance foeducation as well as the availability of formal insuraaeeneeded.

Keywords: working children, return to education, health stgtisr ent sd6 r esi dence,
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Chapter 1 Introduction

1. 1Background Study

Child is one of thekey actors that shaped the future of one natibhnerefore,it is
important to guarantee child development, both physically and mentally, through education,
adequate nutrition, caring from parents, as well as proper environment for their growth.
However, for some peopleit is difficult to meet those requirementRather thanattendng
complete education levalind enjoying the growth peripdome children have to work even in
thar earier age in order to help theirppgmt s t o f ul f iThele isfuahmaildng 6 s n e
standing debate in worldbés society whether [
empl oyment or not. Many <c¢l aimed that iOnvol vin
the other hand, the incapacity of economic and institatisystems to tackle poverty and many
other push factors that caused the presence of working children cannot be denieddésarece,
to create ideal conditions for children development is still far to relchesponsemany
policies and affirmativeaction undertaken by the governmemiy solely aimto minimize this

phenomenon.

Children involvement in employment has a long history Aedominga worldwide
phenomenonlt occurs predominantly in developing countrié&simonds and Pavcnik (2005)
noted hat child labor isa symptom ofpoverty They further emphasized that low income and
poor institutionsas the driving forces behind the presence of child labor around the world.
International Labor Organization (ILO) reported thfzre werearound 306 milliorchildren or
19.3percent ofL,586 million children age5 -17 already considered as working children around
the worldin 2008.Meanwhile, according to Child Labor Survey (CLS) 2000indonesia itself,
around 4.05 million or 6.9 perceot 58.8 million children aged-%7 are working children. What
makes itstill seizepublic attention was that there is a fear that it will degrade the quality of
human capital. If children have to work, it is most likely that they will quit their educatidrit
will hamper their developmentower education will lead tbmited selfdevelopment antbwer
productivity and incomeavhich further deterioragehousehold welfare. Further, the household

cannot leave the poverty trap.h at 6 s w hnyolventend!sxdemgayment, historically, is
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seen as a form of violation of child rightS8ome preious studies have confirmed this
proposition.Using panel data from Vietnam, Beegle, et.al. (2009) found a significant negative
effect of children working xperience on education and healturther, Sim, et.al.2012)
concluded that child labor has strong negative effects on the growth of numeracy and cognitive

skills, as well aghildrenpulmonary function

Somehow the presence afiorking childrenin the ®ciety is not solely due to poverty.
Many researchers have doim& of studies about this phenomenon and condudeedit
constraint the absence of social welfare systemglture and labor market failur@as other
reasonskEven n some cases, parents came from higher income quintile and have ownership over
assets, such as land and enterprises, tend to include their children to work. Bhalotra and Heady
(2003) refer this phenomenon as the wealth paradox. They explained that insémeea of
perfect labor and land market, owners of land who are unable to hire workers tend to involve
their children to wor k), parti cul ar IRglatedtd t hei
tradition and culture, children have responsibility #ngs their elders and sibliGmwellbeing
By entering the labor markethildrens howed t heir responsibility t
economy(CLS, 2009).

In addition,householddecisionto involve children in employment msoinfluenced by
parents or society perceptiam the importance ofand the access tducation,as well as the
quality of educationitself. Chamarbagwald2008) stated thafparental expectations of future
returns to educatiomdeedinfluencel household decisioon whether to put tair children in
schoolorworkl f parentsé perception over ecodtoomic r
involving their children to work, it is likely that they will refuse to send their children to school,
assume that parents do not have adequate resources to educate their Shielsomentioned
that economic returns of educationseveral developing countriese very low.Therefore, it is
not impossible that there exssd high number of working children incidence in most of
developing countries.

Some factors such as limited number of employment opportunities for educated workers,
difficulty in securing higkskilled jobs and the lower quality of education provided by ipubl
schoolsare believed to be the ding factors of low incentives from educatidn Indonesigor
instance National Labor Force Survey (NLFS) statistically reported thatabsorption of labor

until February 2012s still dominated by low educated wars The highest percentage, around
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49.21 percent (55.5 million workers), goes to those people who are even not graduated from
primary education. Then, around 17.99 percent (20.3 million workergumig high school
graduatesMeanwhile, igher educatd workerslisted only around 1@ million people consists
of 2.77 percen{3.1 million worker$ with diploma and 6.43 percerf7.2 million worker$
university graduatesThis statistical record becomasportrait for society that higher education
level cannotguaranteehem to achieve better job opportunities.
Besides thathousehold decision over child employmestalso being influenced by
parenté characteristicssuch asducationp a r eabseredh the family, as well as their health
condition Higher levelo f parentsd education t hpportugties cal |y
and higher incomdJsually, parents who have better income are likely to send their children to
schoolrather than to workHowever,there islimited explanatioraboutthe relationship between
p a r eabsersdénd health condition to the presencemoirking children Out of so many push
factors, many studies related to the presence of working children in Indonesia have mainly
focused on poverty. Therefore, this studylwdmphasize more on the effect of return to
education and family characteristics suchaspant s6 heal th shock and pa
parent sbandp@asiecheé sd&e presence in the family to t
Based on the explanation above, there are three objectives of this study that will enrich
previous literature about working children. First, to see whether there is significant relationship
between return to education and the incidence of working chilidréndonesia. There were
many studieson the relation between return to education, income opportunities and child
schooling decision. However, research outcome about retwgduttation and working children
is still limited and received relatively littlettantion, particularly in Indonesia. Therefore, this
research will enrich previous studies related to working children in Indonesia and can become an
input for developinghuman capital developmemiolicy. Second, is to assess the impact of
parent sedr icshtdarcascgt in this case parents6é reside
incidence of working children in IndonesiBrevious studies are rarely exploring the relation
between those 3 determinants with the presence of working children in the fah@hgfore,
this study will provideanother possibility of the determinant of working children presence in
IndonesiaThird, is to explore whether there is any difference of the effect of return to education
and parentsd char actmaleiwsrkingchddreb ant beaveem urlban and and

rural in IndonesiaSince there is ambiguity on tmeagnitude ofworking childrenphenomenon



across gender and location, therefore, this study will provide and capture the trend and facts

about working childrenni Indonesia.

1.2 Research Questiors
This study will answefour research questions as follow:
1) What is the effect ofreturn to educatioron the incidence ofworking childrenin
Indonesi&
2) What is the effect of parentsd residence,
working childrenin Indonesia?
3)l's there any difference of the effect of
between male and femalerking childrenin Indonesia?
4) 1s there any difference of the effeont of

working childrenbetween urban and rural in Indonesia?

1. 3 Objectives
Regarding to the research questions above, the objectives of this study are:

a. toexamine the effect oréturnpt@aedeatioos the iridenceefpt i on
working children in Indonesia;

b.toexamine the | mpact of parentsd character

residence and presence on the incidefieeooking children in Indonesia; and
c.to assess whether there is significant di

characteristics on working childrém Indonesiaacross gender and region.

1. 4 Significance of the Study

Besidesenriching the body of knowledge, this study will provide insight for policy
makersand related stakeholdeos another possibility of the determinant of working children
presencen IndonesiaPolicy makers can ushe research findings for policy makipgrposeon
related issueThere are so many government interventions oir &férts toreduce children
involvement in employment in Indonesidost of the programs aim at providing financial
stimulant for family towithdraw their children from employmeand put them at school such as

scholarships for the poor, free tuition feas, well asthe conditionaland unconditionalcash



transfer program Not only program interventions, government alsatified international
convention on child labor anehactedseveral national law and regulations give legal basis

for their efforts Despites of some progress in the institutional side, howéwvere are lots of
criticisms about the effectiveness gévernmentprograms. Although the government already
emphasies 9 years compulsory education services, together with free education cost for primary
level, yet thephenomenon oivorking children at the age of primary educatisrstill the case.

There is no significanprogressn decreasingiumber of childen who involve in employment.
Therefore,this study will enrich knowledge as well pslicy input on the ongoing discussion

and debates ofurther intervention onvorking children in Indonesia he findings are expected

to provide appropriate policy reconendationsparticularly related to famify sesilience

f ami | y 6 anddocietyewar@ress i ncl udi ng s c hoasiwellansdcialt e ac h e
protection schemeto prevent children to involve in employment.

1.5 Outlines

The thesis will be divided intsix chapters. The first chapter will consists of background
study, research quest®mbjectives significance of the studgnd the outline of the thesis. the
second chaptetiterature review on the determinantswadrking children theoretical motivation
as well asconceptual framework will be addressed. The third chapter will explzen
methodology of this study. In the fourth chaptdgta source, definition of variables and
summary of statistics are taken platrechapter five, ie results of the analysis will be briefly
discussed. Theonclusion of this study together with policy recommendations will be in chapter

SiX.

! The Law No. 20 of 1999 on the Ratification ILO Convention No. 138 Concerning Minikaerfor Admission to
Employment the Law No. 23 of 2003 on Child Protection, the Law No. 13 of 2003 on Manpmoweindonesian
target on poverty reduction and child proteatin IndonesiaMil lennium Development Goals (MDGS)
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Chapter 2 Literature Review and Conceptual Framework

2.1Literature Review on Working Children
2. 1. 1Working Children , Poverty and AssetsHypothesis

Poverty constraint is believed to be one of the main reasons why parents allow their
children to work. There were so many published researches that support this propsasiticss
Basu and Van (1998Fdmonds and Pavcnick (200%9min, et. al (2004) Canagarajatand
Nielsen (2001)Dayi o] | u ( 2 @Y and Sulyahadimed. m(2005. Edmonds and
Pavcnick (2005) stated that low income and poor institutions argubk factors for the
existence bchild labor around the worldedmonds (2008) ppmsedsomereasons of negative
relationshi between family incomes and child labor existeriest, child labor may bdad in
parental preferences so that as incomes ingyrthe family chooses to have children work less
Basu and Van (1998) support this reason throu
meet its basic needs, it is likely that they will involve their children to w8dcond, with
diminishing marg n a | utility of i ncome, the value of
income decreases. Thirtigher family incomes may facilitate the purchase of substitutes for
child labor that loweng the return to child labor within the househokburth, te c hi | d 6 s
productivity in other activities such as schooling might improve because the family might be able

to afford better inputs to schooling such as nutrition, textbooks, or uniforms.

Empirical analysisfrom three different African cuntries, ©te d'lvoire, Ghanaand
Zambia, byCanagarajah and Nielsen (20040pporéd that hypothesisAnalyzing fivedifferent
hypothese®n child labor, namelypoverty, school costs, school quality, household composition
and capital market hypothesis, they fouhdt household incomaffected the presence of child
labor. They concluded that income subsidies and economic growtimpoetant to reduce child
labor’. Bhalotra and Heady (1998) and Canagarajah and Coulombe {3998pstwo evidence

for this magnitude. First, @or household$end to livein suburb area with aluggish economy,

2 Similar to this, Ryuichi Tanaka (2002) proposed the important role of redistributive policy to overcome the
phenomenon. Redistributive policy will work through the increase in median income of thehblouand then the

rate of schooling, which further can reduce child labor. Canagarajah and Nielsen (2001) also suggested income
subsidy for the poor to alleviate poverty matter. This will resulted in the reduction of child labor presence.

3 As quoted fran Canagarajah and Nielsen (2001)



where demand of labor i®w, including demand ofchild labor. Second,the poor and their
children are more likely to be affected by slack seddabar demand patterrand comstraints in

terms of other inputs and availability of credit.

In BangladeshAmin, Quayes and Rives (2004), using income quintiles as a means of
measuring family poverty, also found tHamily's poverty affects the probability that a child
will work. Probability children to work in lowest income quintile families are higher compare to
those in the richest quintile. Due to this finding, they suggested the policymakers to paymattent
to the poverty alleviationSalmon (2005)usingdata from theBangladesh Labor Force Survey
2000, further strengthenetthe previous research that povdnipothesisndeedcompels children
to work. Children tend to becoméhe last economic resourcef the householdvhere the
potential of income generation is lo8imilarly in urban TurkeyDayi ojl u (2006) f
children from poorer families have a higher risk of employment. Therefore, the reduction of

child involvement in employment is expected fromiacrease in household income.

Emerson and Souza (2003s@lfound the same result that lower income of the parents
resulted in the high probability of children embeythe labor marketn Brazil. In Indonesia,
previous research about this phenomenon was conduct&airgghadi,et. al (2005) after the
period of economic crises 1997/1998 Through an analysis of limited dependent variable
model between school and work for children, they foundttiathild labor phenomenon has a
strong link with povertyThey suggestethatdevelopinga polcy related to poverty redtion is
the most effective way to overcome the incidence of child labor.

Similar with poverty hypothesis, assets ownership also determine the incidence of child
labor. Canagarajah and Nielsen (20@Dnfirmed this asset hypothesis. They found that
household which have ownership over some assets, such as land, business or other physical
assets, tend to involve their chilessin employment. Those assets can be a guarantee or as a
buffer stock for thamily by selling them, if they suffered income lofsayi ojJ |l u (2006)
strengthened this hypothesis in urban Turkey case. The presence of child labor is higher when
the household lack of asset. In Ethiopia, using a simple agricultural household nibdal w
missing labor market, Cockburn and Dostie (2007) found that household asset portfolios and
household composition are the main determinants of child labor demand. However, study from
Balotra and Heady (2003), using Ghana and Pakistan case and exgmmi®z gap analysis,



summarized a bit different conclusion. They found that daughter from household that own land
as an asset likely tend to work compare to the-famar household. This contradiction happened

due to the failure in labor and land market.

2. 1. 2Working Children andPar ent s 6 P e rRewrpto Educatomn t he

We have seen that there were so many published papers discussed poverty and assets as
main determinants of child labgresencever the world. Howevergesearcraboutdeterminant
on household decision to put the children to work viewed fppmr ent s penretarept i on
to educationis still rare. Most of previous research focused on the effect of rate return to
educatioronly on child schoolinglecisions such asAnderson et al. (2003) ambchar (2004)

Anderson et al. (2003) in their paper estimate separately the pgedvawel returns to
schooling for mothers and father in Malaydtaom the analysishtey f ound t hat onl
| evel returns to schooling has significant i m
this researchKochar (2004), using three cross sections of household data for rural India, found
that urban rates of return ieeld affect rural schoolindecisions particularly for those who are
most likely to seek urban employmebifferent from those two previous researches, integrating
sociaculture approach in the analysis, Buchmann (2000) defined parental perceptiorents par
expectations for future financial help from children and perceptions of -fahdet
discrimination against women. She found that those two variables are significant determinants of
children’s enroliment in Kenya.

However,rather than only focuisg on schooling decisiorChamarbagwala (2008) try to
correlate the rate return to education on child participatiath in schooling and workingln
India, wsing regional returns to education, she found that higdggonal returns teducation will
increasethe likelihood that children, both boys and girls, attend school. Further, it will decrease
the likelihood that the children will worlBesides this paper, | would say thiats difficult to
find other research paper which discusses this hypothesitcularly to seeif there is any
difference between rural and urban andach respond to this hypothesis.

Examining thegeographical effects on the model will enrich the outcome of this research.
On one hand, child labor could be a rural phenomenon, vdniléhe other hand; it is not
necessarily the case. Several studies found dhlaigh number of child labor is found in
agricultural areas. However, in some industrial regitimee phenomenon of ddilabor is also the



case. Canagarajah and Nielsen (2001) stated that location ‘fieictmly reflect the traditions
and attitudes, but also the presence of measurement errors in included variables or omitted
variables, such as infrastructure, demandcfeeap or skilled and unskilled labor in the area, and

credit constraints.

2. 1. 3Working Children and Parents CharacteristicsHypothesis

In addition topar ent s 0 p e rret@p to ieduoatigrosaveral stuEies also
concluded that p a r e n é¢dacationcahdalreaticonddioniaffettaddh® s u c h
existence of child labor in the household. Emerson and Souza (200®) that when parents
more educated, children are less likely to ineoin employment in Brazil. Moreover, using an
overlappinggenerations model of intergenerational child labor persistence, they found strong
evidence that children are more likely to be child laborers if their parents were as well. There is a
probability that once the child laber becomes a parent, then ithehildren can also be child
laborer as their parents were.

Khanam (2008), using data from rural Bangladeslsp found thathigher level of
p a r eeducaidn significantly increases the probabilitgtta schoebge child will study rather
than working Rel ated to parentsdé6 health condition,
parents' health affects their child to work in Bangladesh. @dstpes of health shock glarents
will result in the supply ofchild labor from the family in the form of added worker. They
suggested income replacement through sickness benefit to overcome tRisDikre(2012)
using Northern Mali data, also tried itovestigates the effect of shogksich as production and
morbidity shockson chi | dr ends t pradection and reackét gproduction.hHe me
found that health shocks to men and women indeed have significant r@ldtidhe increase in

childrenbés work hours i n hous eébarmoted thatrtteser pr i s

* Another interesting result is presented by Ray (2000) using Peru and Pakistan case. Applying the tests of the
Jluxury' and “substitution' hypotheses that play key roles in recent studies on the presence of childelgbor, th
concluded that Pakistan case rejects both hypotheses and showed that income and related variables do not have the
expected negative relationship on the incidence of child labor, while in Peru, falling adult male wage lead to an
increase in children pactpation in the labor market. They assumed that there were strong individual country effects

in the estimation of the combined country data.

® In Guatemala cas&uarcello, Mealli and Rosati (2010) found that coping mechanisms, like insurance, become an
option for households to counter thegative shocks that influences household decisions to push their children to
work. They found that those coping mechanisms tend to increase level of schooling and reduce child labor
incidence. Bazen and Salmon (2010)phasize the important of formal insurance for the family to cope with
economic and health shocks in order not to push their children to work.
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findings show that householdswill adjust child labor in response to unexpected events
Therefore, his paper will elaboratéurtheronp ar ent s 6 h et@étherhwithpamn @ int is @ n
presencen the family and residende see their effect on the incidencevadrking childrenin

Indonesia.

2.2 Theoretical Background
2. 2. 1Theoretical Background of Return to Education

The return to education has long been the topic of interest because of its important role in
measuring the value of investment on education. Various concepts and definitions as well as its
measurements have been developed. At least, there are three classifications of return to
education: the private return, the social return and the labor praticgturn (Blundell, et.al,

2001). The private return to education refers to all costs and benefits of education to the
individual, which is net of any transfers from the state and any taxes paid. Meanwhile, the social
return to education is all coststan benef it s of education from soc
argued that the benefits of human capital accumulation are not restricted only to the direct
recipient or individual, but also spill over to others. For instance, Sanesi and Reenen (2002)
staed that there is a possibility that educated workers will raise the productivity of less educated
coworkers. They also mentioned that more education is associated with better environment,
better public health, better parenting, lower crime, wider palitémd community participation,

as well as greater social cohesion. Therefore, social return to education is any externalities or
spill-over effects, includes transfers and taxes. The latter, labor productivity return is the gross
increase in labor produeity (or growth). However, due to the complexity of return to education
measurement, many studies have been focusing mainly on the measurement of private return to
education.

Many people believed of the importance of education in determining the hatielfare.
Nowadays, public investment is attributed to increase the quality of human capital by increasing
public spending on education. Education is seen as the way to achieve better lives and people
will get more income with more schooling (Perkins,at. 2006) There has beeevidence on
how schooling affects earnings positively. However, poverty matters challenge the progress of
human capital investment in most of developing natinge to poverty, by reason to survive,

parents are likelytorelyanhi | drendés i ncome and send their c
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no guarantee that investment on education will produce better education outcomes. Therefore,
many developing nations only invest too litttetheir childrenschooling despite ofso many
attractive economibenefitsof education Perkins, et. al.2006)mentioned that 4 out of every 5
children in the world live in lowand middleincome courries, and many of themever attended
school or even failed to complete even four years of primary schaajer,thosewho have
attended schodiavetheir education lagging behirdosechildren in highincome nations.

Yet, in some developing countries, thhkenomenon of workg children isnot solely
caused by financial illiteracy problerDue to the failure in labor and land market together with
sociacultural and tradition, rich family who has ownership over land farming or family business
tends to send their children to o This wealth paradox points out other determinants of the
incidence of wrking children in the society. The decision to put children in employment is also
influenced on how parents react on the opportunity cost of sending their children to school.
Even,someparentsthink that there is10 economic benefit to send their children to schaol.
least, there are 5 reasons why parents see there is no attractive benefit to educate their children
(Chamarbagwala, 2008first, tie scarcity of skilled jobs andwowages for educated workers
Second, dr poorfamilies sendingheir children to school meanscomeloss(forgone earnings)
from child | aborer, which 1 s | mpor seuringat o s e
skilled job depends more on an iind i d ecanlomics status and social connections than on
oneds academi c mkourth,tparents still see thae thh@algynot eslucations
low.Therefor e, I t 6 s tHeiedhildrento worloim orderitcacquietskdls ratleem d
than via formal educationFifth, the limitation of infrastructure and transport facilities
exacerbated this conditiofPerkins, et. al. (2006) refers this as direct cost of sending child to
school. As a result, parentprefer to send their children to vkoor being idle rather than
attending school

To measurexact condition omow human capitahvestment affectaousehold decision
on the presence of wor ki ng c¢hi |l dcxpectedfiture) t he f
economic return to education mseasuredThis positive expected return to education refers to
better employment opportunities, more productivity and thus better compensated after attending
school (Perkins, et. al, 2006). Therefore, a willingnaflsan individual to invest in education
depends on the wage differential between better and less eduabted(the returns to

education) as well asthe higher probability of finding better employment that adequately
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rewards the skills achievé@hamarbagwala, 2008[f parents expect a high return to education
then it is more likely parents will send their children to school rather than to work.

There are lots of concepts and methodologies on hosstimatethe private return to
education To estimate the return to education, researchers commonly use Mincerian wage
equations as a proxy (Chuang and Lai, 2010). Using Mincerian equations, different kind of
methodologies are employed such as instrumental variable (IV) estim@rane{lo and
Miniaci, 1999) pseudo panel approach (Warunsiri
technique (Simphambe, 2000). In their pafgynello and Miniaci (1999) tried to look up the
relationship between real hourly wages and educational outcomes, in this case carmmabigs/
of no education, primary school, junior high school, upper secondary school and tertiary
education, usingepeated crossections data from Bank of Italy survey. The determination of
educational variables specification is based on the assumpabthe returns to education are
not constant and increase with the level of attained education. To avoid labor force participation
and household formation problems, they selected only male household. Individual characteristics
such as age, area of residentown size and family background are included to the right hand
side of earnings equation. They found that estimating return to education with ordinary least
squares (OLS) method indeed underestimate the return to schooling. They argued that OLS
methodis not consistent due to the measurement errors in the schooling variable. Larger, the
problem rose because of the unobservable factors, such as individual ability that are correlated
with schooling, are included in the error term. To correct this prokilesy,used IV estimation.

They used dummy variable equal to 1 for individuals born since 1951 and to O otherwise, and a
set of variables that measure family background, including both the highest completed
educational level and the occupation held by thiher and the mother of the interviewed
household head, as the instrument. They expected that duarralygle willpick up the effects of

the 1969 reform. However, the instruments have weaknesses. Family backgrounds could be
related to returns to educatiamnd t her e i s possibility that
changed. They tested the instrument validity with Sargan test and found that they cannot reject
the overidentifying restrictions. Using-fest, they also cannot reject the joint significancthef
excluded instruments in the schooling equation. In the regression outcomes, they found evidence

that returns to education indeed increases with higher levels of educational attainment.
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Warunsiri and Mcnown (2010) began their study with basic humartatagarnings
function (Mincer, 1974). They used the natural log of the hourly wage as the dependent variable,
while number of years of education and the number of years of experience (or age) as the
independent variables. However, they argued that indwidoice of years of schooling is not
exogenous and tends to be correlated with unobservable factors in the error term of the earnings
function. They referred those unobservable factors as ability or motivation, which further created
t he fabi heyexyectddithaiadividualTixed effects method from pseudo panel approach
can correct the bias from the unobserved heterogeneity across individuals. Therefore, they
constructed the pseudo panel data from esossc t i on a l data of Holai |l and
Survey. They also compared this approach with IV estimator. However, they found that IV
method have higher standard errors and implausible values in some cases. This made pseudo
panel approach better than IV method, giving that both approach halerises that confirm
the validity of the pseudo panel method. Then, they include the unobserved individual
heterogeneity in the right hand side of earning equation. They found that the overall rate of
return to education in Thailand is between 14 angdr@ent. This result is higher compared to
previous studies that wused individual data. T
are higher males and unmarried individuals have higher returns than married workers.
Comparing by area, they fughfound that urban workers have higher returns to education than
rural.

Siphambe (2000), using data from a Household Income and Expenditure Survey in
Botswana, estimated the rates of return to education using Mincerian equation with log wages
serve as degdent variable, using Heckman approach. In the right hand side of this equation,
there are 4 dummies education categories (primary, lower secondary, higher secondary and
tertiary education), cthejob experience, hours worked and education of the heattheof
household serve as the independent variables. Using OLS on this equation will cause the
potentially selection bias probl em. To corr e
applied. In the first step, the probit regression equation is usestdardne the probability that
an individual will be gainfully employed and out of school, together with several personal
characteristics serve as regressors such as age, education and marital status. Then, the inverse
mills ratio from this outcome regressi is inserted into the earnings function (the second step).
Further, to correct the estimates for heteroskedasticity, White HeteroskedaSbaisystent
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covariance matrix estimation is used. He found that rates of return rise by level of education and
education is not income equalizing. He also concluded that the empirical fitness of the human
capital model is quite robust.

Following the Mincerian wage equation, tlpeivate return in this research will be
measured by estimating thEasic human capital eaings function(Perkins, et.al.2006) as
follows:

(INEi= U .S+ MBXR+ $BXP°+ H
where Eis each individual earnings or wages;r&ers to years of schooling; and Exdhd
EXP? are the years of work experience and its square. The squared work experience indicates
the nonlinearity of agearnings. Earnings have tendency to rise at a decreasing rate over a
wor ker O0sThlel fcead d frdescribeseahvterage private ratetten to one additional
year of schooling. Perkins, et.al (2006) assumed that earnings differentials by years of schooling
in a crosssection are a good approximation of what will happen to pay differentials over time as
workers age. Moreover, foregone dags represent the only private cost of schooling, so using
years of schooling rather than level of education describes how much cost an individual pays for
schooling betterl N ot her waywh icde fifsi o CeBeftriedas BeSaverage
percent increase in earnings received by workers per additional year of schooling.

However, since we assume that return to educatsm by level of education and
education is not income equalizingr(inello and Miniaci (1999)Siphambe (2000)), waclude
education by level in the right hand side of the equation, rather than using the years of schooling.
The new equation will be:

(2) Ing = U ;Edprirbary; + oBdjunior; + sBdseniorhigh+ JBXP + sEBXP*+ H
whereEdprimary is a dummy variable for primary educatidtdjunior; is a dummy variable for
junior high school educatiorEdsenioris a dummy variable for senior high education; and
Edhigheris a dummy variable for higher education.

From this human capital equationg expect that variableducation by leveWill have
significant positive relationship with individual earning. Psacharopoulos and Patrinos (2004)
strengthened this proposition through their stuhyey concluded that investment in education
behaves in a more or less similar manner as investment in physical ddpgahakesschooling
has a promisingconomic returrboth inrich and poor nationsSimilar with schooling, we also

expect experiencesaxiable will have positive relationship with earnin@arrelating the return
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to education wi t,lpreviousuesearchooutebdesfrord €Ehamasbagwvala (2008)

proved the idea thatxpected returns to schoolingdeeda f f e ¢ t deuisianan whethe to

involve their childrenn work or school If parents expect a high return to education in the

context of better income they receive, then parargsnore likely to inveson educationNot

only depends orhe wage differential between betteddrss educatekdborers, but also higher
probability in finding better jobs in the ful
education. The expected relationship of those two variables with the presence of child labor is
inversely. Lower rettn to education and probability in employment in one side implicitly means

higher return to child labor on the other sidiberefore, in this case, we expect that rate return to
education will have significant positive relationship with schooling decisiod negative

relationship with working decision.

2. 2. 2Theoretical BackgroundsofPar ent s6 Char acteri stics

An i mportant aspect of workerdés ability to
we already know that healthier people are more likelyddomore activities. In terms of
employment, they are more economically productwel Imse only fewer workdays due to
illness compareo thosepeople who are unhealthif. a worker is unhealthy, it will affect his
productivity, which further camfluence his incomeTherefore, worker will find a wayo cope
with his situation Connecting thicconditionwith family context, Perkins, et. al. (2006) argued
thatif parents are unhealthy, th@arents may rely on their children to substitute themddkw
Not only put their children to work for income, children even haviake care the sick family
member.Hence unhealthy parendscondition can prevent childreto go to school.This is
commonly happen when tintene andiqgwsskilledhdccugatiorr. #Hey o n
absence of health insurance further exacerbated this condigdkins, et. al (2006) refer health
and income as elements of virtuous circle (see figure Zd help children to stay at school,
parentsd healtobeguammesdd.t i on needs

Similar with parentsd health st atamkile) we ex
with other family members will have significant positive relationship with the incidence of
working children in the family. If parents not live in the same house with other family members
for example due to job migration, given economic constraint, tiseee possibility that other
household members, including children, will wotlee and Park (2010) studied the impact of
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parentsd absence i n t he wihahmidrdngevalopmenthrbey motech t e x t
that parental migration will affect thiabor supply decision of other household members,
including children. They argued that household time allocation in this case is interdependent and
influenced by migation.Thi s r el ati onship also has the same
family. Pa ent s6 presence refers to whether one or
assumed to be those one who responsible to fu
the other family members, in this case the children will be likelyork. Children will react as

added or substitute worker if their parents aot able to work.

Figure 2. 1 Virtuous Circle of Health and Income
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Sourceaadapted fronPerkins, et. al(2006
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2. 3 Conceptual Frameworks
Based on theheoretical background arderature review over some published papers
aboutworking childrenphenomenon, the framework of this study will try to see the impact of
return to educatiora n d parentsd char act eworkelg chideeninon t he
Indonesia We then investigate the effects of different location and sex altogether in the model.
There is no clear relationship between different location and the incidence of working children.
On one hand, many published papers concluded that childrety mwosk in agriculture sector,
which is the characteristic of rural area in most of developing countries. On the other hand,
industrial and economic growth that is usually centered in urban areaamzker possibility
that the incidence of working chilein will be higher in urban area compare to rural. Based on
these two explanations, this paper will explore further about location effects on working children
incidence in Indonesia.
Related to gender differences, since most of regions in Indonesia fodovarphal
system, there is indication that male working children are higher compare to female. In
patriarchal system, men will become the head of the household with the implication that they
should be responsible as the breadwinner for the family, winfeem are mostly responsible for
domestic household tasks. I f women have to wc
business without being paid. This case prominently happened in rural area. In relation to this
study, male child laborer will bleigher compare to female as the male child labeter will be
the breadwinner for his family in the future
education and parentsod characteristics wil/ b
Using pooled crossection datawe will see how a change in one variable will affect
other variable over individual locationand time(see figure 2.2)We argue that there wibe
different results between male and female children, as well as urbanrahdreaRate return to
education will have negative relationship with household decision to put their children to work.
Meanwhi |l e, parentsd characteristics wild.@ have

of working children in Indonesia.
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Figure 2.2 Conceptual Framework of the Research
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Chapter 3 Methodology

3.1 Estimating Return to Education

To examine the impact ofeturn to educatiora n d parentsodondhbar act e
incidence ofworking childrenin Indonesiawe f i r st cal cul ate parents?o
educationAs stated in the conceptual framewonke will use the basic human capital earnings
equation Additional background characteristic will be included as control variable in the earning
equation.However, calculatingdult individual earning$or return to education will raise the
sample selectiohiasproblem. This selection bias occurs when thepossibilitythat individual
adultare unemployed or not received wages. To encounter this probkemillvapply the twe
stepHeckmansample selectioapproach(Verbeek, 2012)This sample selection model is also
called as6é He ¢ k i t. Then estimdtots from this twstep approachare consistent and
asymptotically normal.

We will begin with thebinary choice model to see whether parents are working or not.

The equation will be as follow:

(3 Yigr = 1Etiprimig, + (bEdjunig, +  sEtisenhighy, + EXPg + B:Zigr+  6Algr + Hirgr,
with the following rules:
INEitgr = INEitg, ", Yitgr = 1 if Yitge >0
INEjgr not observedyigr=0 if Yk O 0,
wherey; is a dummy variable whether individual aduitare working or not (the selection
variable); Edprim; refers todummy variable for primary educatipkdjun; is a dummy variable
for junior high school educatioEdsenis a dummy variable for senior high educati&xP, is
individuali6 s year s of Zydemotes persop esrantad statugp is individualido s
age and iy describes a vector of exogenous characteristics that identifies the earnings equation
(individual, time, sex, and region).

The second equation is:

(4) InEitgr = Do+ 1Bdprimig, + oBdjunyg, + sBdsenhighy + 4BXPig +
BEXPig” + BeWHoursgr + Higr,
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wherelnE; is adult individuali log earningsf, b, andbz describes the average private rate return
to education and WHours denotesindividual working hoursFrom those two equatisnwe
assume:

x ND Th" v
p
In Heckman two step approacthe inverse mills ratio from the first step regression

inserted into the earnings functidrherefore, the estimation model farnings functionvill be:
(5) InEtgr* = 1Edprimitgr + Zﬁjjunitgr + Sﬁjsenhiglﬂgr + 45XP|tgr +
bGEXHtgrz"' beWHOUf$[gr + 1ﬁ‘tgr + d}tgr,

wherearis the selection bias correction terargdd; is the error termThe earnings equatiowill

be estimated separately fordividual males and females each of 3regionswith 2 years
observation This will give a total ofl2 earnings regressiong herefore, the rate return to
education [§;, b, and b3) will capture both interregion and intertemporal variation. We will
insert those variations in the working children mod®e do not split the return to education
between rural and urban ar@ao between provincelie to small samples.

In equation(3), we define edtation, working experiences, marital status, as asll
individual age that affeavhether an individuais working or not.Meanwhile, in equation (5),
education, working experiences and working hours are the important factors that affect
i ndividual 6s ear ni n dghetwd dgeationsiidhd presencecoé vartaldet we e n
marital status, age and workihours Marital staus and age determine on whether individual
will work or not, but not directly affects individual earningsis is mostly the case for
individual women than men in Indonesia. Due to patriarchal system, women have to involve in
domestic chores, includindid | d6s care, rather than wosk in p
found that they have to pay more cost to hire women than foemstancecost formaternity
leave, reproductive health issues, as well as special facilities for women in the company.
Therefore, if individual woman already marrigdenit is difficult for them, in most cases, to get
a(paid)job.

The same with marital status, age also playsngportant rolelf an individual already
reaches certain level of age, age that is appropfaatevorking, then it is more likely that
individual will work. However, the relation between age and the dependent variable can have

two different signs. It can be positive and negative. The negative sign refers to a condition when
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an individual is tomld, then it is more likely that individual will not work or she or he will find
difficulties to find a job.To sum up, in equation (3), we expect that higher education level, more
working experiences, marital status and age will increase the probabilitgigidual will work

or not.

Di fferent with equation (3), i n equation
earning, but not influence whether individual will work or not. It is a clear relstipnlf
individual worker worked more (in form of hmiindividual spent to work), then it is more likely
that individual worker will receive more earningsrom equation §), we also expect that
i ndi vi d ueducatioavdllthavé sgaificant positive relationship wittarnings variablelt
means thaindividual adultswith higher education will have higher employment possibility and
thusincreasehe economic return to educatidfurther, individual working experiences variable
will have a positive relation with earnings, while its square will have ativegrelation.

In order to interpret the outcommegressiorfrom Heckman twestep modelwe have to
calculae the marginal effects, both for thetoome and selectioequation Using marginal
effects, we will be able to see the direct effect ofralependent variables on earnings variable
and the indirect effect if the independent variable also appears in the selection edsatien.
discuss in conceptual frameworthe return to educations not only talking abouthe wage
differential between lter and less educatddborers, but also higher probability in finding
better jobs in the future. Therefore, the calculated return to education from thistefvo
procedure f§;, b, and bs) will capture both the wage differentias well as the employment

possibility, which will give better measurement of the expected return to education

3. 2 Estimating the Main Model
After estimating the returroteducation, we then include deovariables (b; b, andbs) on
the main model . I n this main model , we try toa
characteristics ohouseholds decision whether to put their children to work orSiote we are
interested on households decision using dummy variab#if@ive dependent variable)inary
choice modelsire appropriate. We will use the probit model with a standard normal distribution.
This binary choice model is estimatiegd maximum likelihoodvhich holds strong distributional
assumptionsThe assumptiasn can be tested using Langrange Multiplier tests, suchsagar
omitted variablestest for heteroskedasticignd test the distributional assumptioridoreover,
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the maximum likelihood estimators have the property of being consistent (Verbreek, 2012).
Using probit model, we can interpret the sign of the coefficient, but not the magnitude. In order
to see the effect of independent variable on dependent variable, then we have to calculate the
marginal effectsWe can sedhe magnitude of a change independent variablaffects the
dependent variable using the marginal effects.

Since the return to education variableeasure by how much the In(E) changes if a
person has had a certain type of education or schooling, therefore, return to educat®a show
relative value to what a person earns without any schooling. Due to this, return to no education,
as a basis for comparison, will be included in the probit regression. We will calculate the return
to no education by calculating the average wage fosammoling for each group of individual
male and female, region and time directly from the .datserting the return to no education to
the main regression as control variable will allow us to see the difference that schooling makes to
the probability chillren are working or notWe also include other control variables such as
childés current education | evel, childbés age,

However, pacing the estimated values of return to education from Heckmaisstepo
apprach in this probit regression as explanatory variables will raise the issue of their variance.
There is a possibility that error after estimation in -step approach will include in probit
regression. The errors produced from the first estimation coulffone the unobservable
characteristics of each region, time and individual. Moulton (1990) argued that unobservable
characteristics can lead the regression disturbances to be correlated. Therefore, the correlated
disturbances can cause the standard efroms ordinary least squares (OLS) biased. This is the
case when one is trying to measure the effect of aggregate variables (return to education) on
micro units (individual s probability to work

Ideally, when estimating the variances of the estimatéseiiprobit regressions, it needs
to be taken into consideration that return to education is an estimated value and therefore the
estimated variance in the probit regressions needs to be adjusted. This can be done by
bootstrapping the Heckman tvabep regrssions and the probit regressions. This is however very
costly in terms of computational time and is not done in this thesis. Therefore, dealing with this
problem and as an alternative solution, the standard errors are corrected for clustering at the year
state level (Moulton (1990), Chamarbagwala (2008)). Clustering the standard errors will help us

to account for unobservable regional characteristics. Moreover, to avoid other possibilities that
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raised the overestimated regression outcomes, year, sexna@dntrariant dummy will be

included in the regression.

Based on previous explanationge &pply the probit regression modslfollow:

(6) Prob (childactivity,y) = F (U, + RREnoeducatiag + RREprimys + RREjung + RRESenhigh, +

tp healthmay, + Ushealthfayg+ Usresdmay, + Usresdfay + Us deathmay + Uy deathfag,

+ Ug yrschoomay + Uy yrschoofay, + Uho ownedgy + U Farmy + Uip hhsizgy +

L‘:|13yrSChOOilgr + 1413193@ + Lleyeaﬁtgr )

where:

childactivity;

RREnNnoeducation

RREprim;
RREjun
RREsen
healthma
healthiy
resdma
resdfy
deathma
deathfa
yrschoolna,
yrschoofa;
owned
farm
hhsize
yrschoo]
age

year

:dummy 1 if children are working and O if children are in school

: return to no education

: by, return to primary education

: by, return to junior education

: bs, return to seniohigh education

: dummy 1 if mother is unhealthyelse 0

: dummy 1 if father is unhealthyelse 0

: dummy 1 if mothernotlivesin the same house, else 0

: dummy 1 if fathernotlivesin the same house, else 0

: dummy 1 if mother is already deadlse 0

: dummy 1 if father is already dead, else 0

: mother years of schooling

: father years of schooling

- dummy 1 if household has ownership over a house, else 0

- dummy 1if household has ownership over a fargiland, else 0

: household size
chil dos
c hi

dummyliféyear

cur

ddéos age

rent

200 0F 0 & yemd

education or

200760

schooling

Since we want to see the difference betwsexand location we will split this model

into four regressionsAs a robustness checke will also try to do othethreeregressions based
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on gender, area and working children in tataparatelyto see if there arether outcomesr
different resultselated to the incidence of working children in the family

Based on previous literature and conceptual framewnrkguation §), we expect that
RRE variablewill have negative relation witkhe presence of working children in the family.
The logic behid this relationship is that if RE increase than it is more likely parents will send
their children to school rat her than to wor
residence, presence in the family and health condition are expected to haive pelsitionship
with the dependent variabl@he expected relationship is still applied even in the presence of
gender and location effects. However, in the presence of gender difference, the tendency that
male child involve in employment is larger thBamale child, while location effects will push
children who lives in urban area work more than inruraldrea. t er ms of parent so
expect that there is a negative relation with the presence of working children in the family.
Hi gher parentsd6 education wil/l | eadFortthe | owe!
ownership over assetaie expect thahousehold ownership over assets, namely, farm land and
house, will reduce the probability that children will work. However, the bigger number of

household size tends to increase the probabil
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Chapter 4 Data and Statistics

4.1 Data Source

This researctwill use data from Indonesia Family Life Survey (IFLS), wave 3 (2000)
and 4 (2007/2008) The survey provides comprehensive information based on individual and
household levels. It contains sample o¥8/535 households and 44,103 individuals living in 13
out of 26 provinces in 1993which is representing about 83% of the Indonesian population.
Multiple indicators is resulted from the household survey suchea@momic weHlbeing,
education, migration, dalth insurance relationships among emsident and nonoresident
family members household decisiomaking transfers among family members and inter
generational mobilityas well agarticipation in community activities. Those indicators and data
are available throughout 12 books in IFLS (see apperflid). Moreover, this survey also
provides detailed information from the communities in which IFLS households are located and
from the facilities that serve residents of those communities. These commuhitiel e v e | da
cover aspects of the physical and social environment, infrastructure, employment opportunities,
food prices, access to health and educational facilities, and the quality and prices of services
available at those facilities.

Due to the richnes of information available, this survey will be a good data source to see
the nature of the incidence of working children in Indonesia over time. Moreover, IFLS has a
high recontact rates which will be resulting in the good quality of longitudinal suthaéy. The
first wave of IFLS survey was conducted in 1993/94. The second one was in 1997 and 1998,
where around 94% of IFLS1 households and 91% of IFt&get individuals were re
interviewed. In IFLS3 (2000), 95.3% of IFLS1 households wereorgacted and in IFLS4
(2007/2008)the recontact rate was 93.6%ven though this research mainly uses data from
IFLS3 and IFLS4, to measure the return to education, 1FR&l IFLS2 will be included as well
(see figured.1). The longitudinal data allows us to explore further about certain data for analysis

purposes.

®IFLS3 wasconducted by RAND together with the Population Research Céritiriversity of Gadjah Madéin
2000. Meanwhile, IFLS4 was conducted by RAND together whith Center for Population and Policy Studies
(CPPS)i University of Gadjah Mada and Survey METRE (IFL84)ing the period of 2007/2008

" Now, Indonesia ha83 provincesThe 13 provinces amoted as provinces with a large population.
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Figure 4. 1 IFLS Data Flows
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To study household behavior, panel data approach is a proper methodology. However,

since we want to study abowrking children, therefore, it is difficult to use panel data. We

define children as those whose age are freb? @ears oldUsing IFLS3 andRLS4, wehave to
excludethose children at the age of-17 years old in the model. Excluding that age group will

raise the sample requirement problem. We will run out of samplesanly use children at the

age 510 years oldIf we force to use childreat the age of 217 years old, then in the next 7

years (IFLS4), those children will be at the age oR48years old, which is not consideredaas

26



child anymore. To solve this problem, we will use the pooled «estonal data. Using this
data typewe still can see a change in household behavior overtime.

Other reasons using pooled cregxtional data is that we want to know whether there is
any time specific effects on the presence of working childremot Indonesia experienced the
economic cries on 1997/1998. Since the first observation for this study is in the year of 2000,
which was the period where Indonesia still recovers from crises hits, and the second observation
is in the year of 2007, which was the period where Indonesia has a stalWecenomic
condition, therefore, we suspect that there is a time specific effect on the expected variable.
Hence, we can see whether the coefficientswaity across observations in the same time period

or whether variables have any systematic patteen time.

4. 2 Definition of Variables
4. 2. 1 Main Regression
a. Working Children
Based on national legislatidh<hildren are defined as those boys and girls whose ages
are under 18 years old. Therefore, working children will be defined as thosarabyggls below
18 years old who already work. Generally, we have known two terms to name children who

engaged in employment. The first is fAchild

Awor king childrenodo. Howe v elnternatiofal Laber Ooganeatibno r ma |

(ILO), those twatermshavedifferent meaningsConsidering age and working hours, ILO refers
child labor as: (1) all working children agedl3 years, regardless their working hours; (2)
working children aged 134 years wo had worked more than 15 hours per week; and (3)
working children aged %7 years who had worked more than 40 hours per week. Meanwhile,
working children has broader definition than child labor. It consists of: (1) those in child labor
within the Systenof National Account (SNA) production; (2) children aged 12 to 14 years in
permissible light work; and (3) adolescents in the age group 15 to 17 years engaged in work not
designated as one of the worst forms of child labor. Based on those definitioddalobil is a

part (subset) of working children. In response to this definition, international community,

including Indonesia, has adopted this term.

8 The Law No. 23 of 20Don Child Protectiomnd The Law No. 13 of 2003 onavipower
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Although many stakeholders focus on child labor issues, such as children who work in
the street, mines, pstitution, and other kind of dangerous or worst form of work, for research
purpose, | will try to look at the phenomenon of working children as a complete unit rather than
only looking at child labor phenomenon. First, fundamentally, it is child rightsstatds and
societybs obligation not to put <children, i n
type of works, lot of studies concluded that involving children in employment proved to decrease
the quality of human capital (see Beegle, et.(2009), Sim, et. al. (2012)). Third, complete
research on working children will give complete picture of working children phenomenon and its
causes. Therefore, we can bring out more broad policy recommendations on this issue.

In IFLS, there are 2 books tharovide data about working children: book 3A and book 5.

In book 3A, we will gain information about children in the age c6fLT5years old, while children

in the age of 814 years old will be in book 5. This survey did not ask children at the agd of O
years old about employment. Referring to other Indonesian survey related to working children,
the scope of working children in this research is those children who work for wages, family farm
business and family neiarm business. Children who did the houeek are considered as those

who are not working.

b. Household Assets
In this research, household assets will be treated as a control vabdtdeent with
other variables, we only cgirocesshousehold assetfatafrom household sample since assets
are belong to household not individudle can find information about this variable in IFLS book
2°, both for children at the age of13l years old and 157 years oldOwnership over house and
land farming will be 2 vaables that determine whether a household has an asset WWenot.
make 2 dummy variables, where one for house ownership and the other for land farming
ownership. We define A10 for those househol d,
houseorlad farming and fA00 i f the household doe:c

farming. Then, we have to linking this household data with individual working children data.

° (a) What is the status of this house? (1) Self owned; (2) Occupying; (5) Rented/Contracted; and (I6RO8)er (
(b) Do youhave land for farming? (1) yes; (3) ndT00a)
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C. Parentds Death I nformation

We can gain infor mat i oldrenathhe age of f1a years 6lcs 6 d e a
from book 3B%and from book 5 for children at the age of-B4 years oldHowever, after
processing the data, there are | ots of childr
Since, IFLS is a unique survewge can find those missing information from other book, in this
case book K2 This book has information about household roster, including information about
parent M ceaeat lypain complete information about
books.Data from book K will replace all missing information from book 3B and book 5. From
this dat a, we construct dummy variable and d
already die and A006 for those c¢ hilbetdagerfathewh os e

and mother death variable

d. Parentds Residence

Similar wi t h omchildremadt $hé 1Ad gears lold, information about
parent s o can besfoudd fromeook 38B. Meanwhi | e, i nformati on
residence for childm at the age of-54 years ol can be found in book 5. However, the
guestion for both age groups is different. For children at the age bf ¥Bars old, the question
is only about whether their father or mother still live in the household, while for children age 5
14 years old the astion is where their father or mother lives. Due to this, for children at the age
of 1517 years old, we only have two answers, yes or no, while for childigny®gars old have
4 answers, in the same household, in the same province, in different pramthde different
country. Therefore, since children at the age ell1%ears old only have two answers, so in this
case we decided to define al/l parentsd reside
book 3B and book 5 do not have complete limfationa b o u t par ensosidsing esi de
information can be found in book'K We separate mother and father residence into 2 dummy

variables.We defi ne ilo i f fat her or mot her stil |

191s your father/mother still alive BA05)
"I's [childés name] BAABher/ mot her still alive? (
12(1) still living in househol@® () Dead; (1) Yes; (3) No; (5) New MembexR01a)

(2) Line No. Birth Fathe(AR10)

(3) Line No. Birth Mother AR11)
13 Does your father/mother still live in this householBAQ4)
“Where does [chil doés BAARe] father/ mother live? (
5 Where does [...] live nowAR18i)
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otherwisefi 0 Blawever,after merging with children data, we found that there is some missing

i nformati on ab o uhe pgsshility of tnissing infansatiod ecoucs elue to father

or mother already dead, children do not know about their parents or children are retuctant
answer the questiomherefore, e = wi | | change par #&mdthertor fathers i denc
already ded.

e Parentds Health Status

Il nformation about parent 6s heal-17lyearsoldat us,
and 514 years old, onlgan be foundinbook 3 We defined parentso6 he:
if the answers are healthy and somewhat healthy. Meanwhile, we defined unhealthy if the
answers aresoe what unhealthy and unhealthy. We make
whereild0 i s when par ad bteerwigeil @ 0 .u n We ahsathpvarialdet e
between mother and fath&kle merged this data with previous working children data. The result
shows thattherss ome mi ssing i nformati on hatdius.dTheremsot her
possibility that the missing information comes from those whose father or mother already dead,
not living in the same house or do not know information about their parents. For those whose one
or both parents already dead, we willchahgee mi ssi ng i nformation of

into no0o.

f. Parentds Education
We can find information about pa+léyewdrsds edu
old in book 3A’, book K8 and book 3B°. Data from book K and 3B serve as complementary to

mi ssing information in book 3A. After proces

1%1n general, how is your health? (1) very healthy; (2) somewhat healthy; (3) somewhat unhealthy; (4) unhealthy
(KKO1)
7 (1) Have you ever attended/are you attending sch@il04)
(2) What is the highest education level attend¢a?06)
(3) What is the higest grade completed that school ?L07)
18 (1) Highest Level of Schooling Attended by HHM (AR16)
(2) Highest grade ever completed by HHM (AR17)
19 (1) Haveyour father ever had school (ba07ap)
(2) Fatherds highest | evel of education (balO8p)
(3)F a t hhegheét sompleted grade (ba09p)
(4) Haveyour mother ever had school (ba07am)
5)Mot her s highest | evel of education (bao
)Mot her ds highest completed grade (balO9m)
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father and mother years of schooling, whi ch i

time in schooling. W& separate variable years of schooling for father and mother.

g. Household Size

The same with assets, household size also will be treated as a control variable.
Information about household size can be found from book K for both children at the agé&rof 15
years old and -84 years oldHousehold size refers to number of person who lives in the same
household and registered in householdbs roste

h. Children Activity

This dummy variable will give information about children activities. We defeteldren
activity asworking and schooling. To produce this variable, we need two information, school
and working. We already have information about working children at the beginning. Next, we
have to generate infor mat i ondinfoamatmraboutcsbhooling 6s s c
for children at the age of 457 years old in book 3R and book K*. Data from book K serves as
complementary to missing information from book 3A. Different with children at the age®f 15
years old, information about schow for children at the age of B years old can be found in
IFLS book 5%and K23, Using working and schooling data, we will generate children activity
dummyvariableWe define fAldo i f the children are work
as thedependent variable in the main model.

After data processing, we found that besides working and schooling, there exist children
who are doing nothing or o6idl ed. The compl et e
are only working, children who ammbining working and schooling, children who are only
attending school and o6idled children. Due to
combine children who are only working, children who are combining working and schooling,
and o6i dl ewG oc hbinledrgernouip and named it as oOochil
children who are only schooling refer to oO0chi
treatment is that in an ideal situation, children shoulddwoény kind of work. They have to

20 Are you currently attending schoolPL(07a)

?'1s [...] in school this yearAR18c)

2 Are you currently attending school? (1) yes, (3) BaA07)
3|5 [...] in school this yearAR18c)
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enjoy their growth period bgpendhg their time forany kind of activities that contribute to their
positive development such as schooling. However, in this case, there are lots of children who are
combining work and schoar even doing nothing. As we mentioned in the introduction part,
even if children combining school and work together, we cannot guarantee that children will
experience a good physical, mental and intelligence developiftesrefore, we assume that as

long as children are working, including those who combine schooling and working, we include

them as working children.

4. 2. 2 Return to EducationEquation
a. Earnings

We use individual adult earnings to measure return to education. In ordalctdate
adultds earning, i nformation about adultds wa
3 variables can be found in IFLS book 3A. All information about wages and profits are available
both annually and monthly. We will use monthly wagesd profits. However, annual wages and
profits are useful to calculate the monthly income. To calculate wages variable, we have to
process 4 questions (TK25A2, TK25A2a, TK25A1 and TK25A"4)e start with annual wages
since annual data provides data alaudrage monthly wages more accurate compare to monthly
wages data. To gain monthly wages, we have to divide annual wages data (TK25A2) by 12
mont hs. Since there is a possibility for a pe
impute the datasing question TK25A2a. If there is any missing information about wages after
processing the annual data, then we have to replace the missing information from monthly wages
data (TK25A1). The same as annual wannaten, i f a
about his or her monthly wages, then we have to impute the data from question TK25Ala.

Combining those 4 variables, we can produce adult monthly wages variable.

% a. (TK25A2) Approximately what was your salary/wage during st year (including the value of all benefits)?
b. (TK25A2a)l s it [ é]?

1. @®&ilkion Rp: (11) O 80 million Rp; (12) < 80
2. < 12 million Rp: (21) O 6 million Rp; (22) <
98. Dondét Know

c. (TK25A1) Approximately what was your salary/wage during thst month (including the vime of all
benefits)?

d. (TK25A1la)l s it [ é] ?
1. 0 1 million Rp: (11) 010 million Rp; (12) <1c¢
2. < 1 million Rp: (21) O 500 thousand Rp; (22)
98. Donét Know
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The same cases with wages, we al so need t
profit to determine adultds earning because tt
his or her own business. In this case, we assume that an adult receives wages if she or he works
for pay. To calculate profits variable, we have to procegsie€stion (TK26A3, TK26A1 and
TK26A1aY>. We will begin with annual profits (TK26A3) and divide it by 12 months. If there is
missing information, then we replace the missing information from monthly profits data
(TK26A1) . For t he per topnovide mmrmadion ealsontdhis orkhero w o 1
monthly profits, then we have to impute the data from question TK26Ala. After combining those
3 questions, we can produce adult monthly profits variable. Using monthly wages and profits
variable, we can produce aduls e ar n i rFgrpeopleavhd asemadt warking, they wilbt
have earnings informatiore@rning is missing Different with IFLS4, in IFLS3, there are only 4
questiont hat can be used to calculate aduétsd e

earnings variable are the same with IFLS4.

b. Working Experiences

We define working experiences Bew many years an individual worker has spent on
employmentSince there is no specific question about working experiences in the survey, then
we needd construct the variable. To obtain working experiences variable, we have to subtract
age withage when starting to work felime for the first time and unemployment peridd first,
we have to process data about age at first time working and unemployment periodl data
aboutthose variablegsnot only IFLS 3 and IFLS 4 are needed, but also IFLS 1 and IFLS 2 as
well. Since IFLS is a longitudinal survey, there is a possibiligg th IFLS 1, an individual adult

already answered a question related to working experiences. Therefore, for those who already

» a. (TK26A3) Approximately howmuch net profit did you gain last year, after taking out all your business

expenses?

b. (TK26A1) Approximately how much net profit did you gain last month, after taking out all your business
expenses?

c. (TK26Ala)l s it [ é]7?
1. O 1 million oRp:Rp(;L11)12910<1n®i Imi I 1 ion Rp; (18)
2. < 1 million Rp: (21) O 500 thousand Rp; (22)
98. Dondét Know

% (TK25A1) Approximately what was your salary/wage during the last month (including the value of all benefits)?
(TK25A2) Approximately what was your salary/wage during the last year (including the value of all benefits)?
(TK26AMN) Approximately how much net profit did you gain last month, after taking out alllyasiness

expenses?
(TK26AYN) Approximately how mucimet profit did you gain last year, after taking out all your business
expenses?
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answered the question doesndét need to answer
there is no change on individuaork history in the next IFLS wave. That is why, to obtain
working experiences variable, we have to use all IFLS wave. However, there is a limitation of
this data. The survayay not have a full work history for an individual that goes back to the first

job. Larger, there is possibility that there are some respondents that were not continually
interviewed after they were first interviewed. It will give a gap in their employment history
information.We can find information about unemployment pergodl ageat first time working

from book 3&’. We can only track an individual worker unemployment period for 20 years. We
need to link and merge all IFLS wave to find complete data about unemployment period for

individual workers After we gained those two varias, we have to subtract them with age data.

c. Education
We cluster the education variable into 3 groups: primary, junior and senior high
education. Since the sample of higher education is very small and cannot fit regression criteria,
then we take int@ccount the higher education sample into senior high education. We can find
information about adult individual education from book’%Arom the 3 clusters, we will have
3 dummy education variabl es. We definem Alo
e

primary/ junior/ senior high education, whil

d. Working Status
Since we use Heckman tvabep procedure to measure the return to education,
information about whether an adult is working or not is needed. This variableewiéin the

first step Heckman processes. Information about this variable can be found also in Bbok 3A

Z’TK28.Di d you work in this year [ é]

TK47. When did you start working futime for the first time?

TK49. What was your age when starting to work-tithe for the first time?

TK48. What was your age when startingwork full-time for the first time?

2 5.(DL04) Have you ever attended/are you attending school?

b. (DLO6) What is the highest education level attended?

c. (DLO7)What is the highest grade completed at that school?

* a.(TKO1a) During the past week, did you do any of these activities? a. Work for pay (1=yes; 3=no)

b. (TKO1) What was your primary activity during the past week? Working/trying to work/helping: (1) to earn
income; (2) job searching; (3) attending schd) housekeeping; (5) retired; (6) sick/disable; (7) on
vacation/just graduated; (95) other

c. (TKO02) Did you work/try to work/help to earn income for pay for at least 1 hour during the past week?

d. (TKO3) Do you have a job/business, but were tempagradt working during the past week?
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We can produce working status variable by processing 5 questions in IFLS. To find information
about adul tsé wor ki ng squestionsout of b quedtidnsSiB |[FLSe o n
(TKO1, TKO2, TKO3 and TKO04). We define filo if

e. Region

We classified the 13FLS provinces into 3 regions: Sumatra, Java and -Balith
KalimantanSouth SulawesWest NusaTenggara region. Sumatra region consists of all
provinces in IFLS located in Sumatra Islamdwest part of Indonesiauch as North Sumatra,
West Sumatra, South Sumatra, and Lampung. Meanwhile, Java cegiensDKI Jakarta West
Java Central JavaDI Yogyakarta andEast Javawhich are located in Java Island or central part
of IndonesiaDue to small samplehé rest 4 provinces, which are mostly located in the east part
of IndonesiaBali, South Kalimantan, South Sulawesi, and West Nusa Tenggaiaevwghouped

into 1 region.

f. Working Hours
Working hours is the total number an individual worker spent to work per week. We can
find information about individual working hours from book®both for IFLS3 and IFLSA4.

g. Marital Status
Informationabout marital status can be found from bodk KVe defined marital status
as 2 groups, married and not marri ed. We mak

adul t are married, ot herwise n0o.

4. 3 Summary of Statistics

On thereturn to educatioranalysis, we found that there are 18,577 observations of
earnings variable in totalrdm both IFLS round The total observatiomonsists of 11,168
observations in 2007 and 7,409 observations in 2000. Other variables such as education level,

working hours ad marital status have 14,998 observations in 2007 and 10,499 observations in

e.(TKO04) Did you work at a familyowned (farm or notfiarm) business during the past week?
%0 Normally, what is the approximate total number of hours you work per w@&22A)
#Marital Status: (1) Not married; (2) Marri eARI3)(3) Sep:
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2000. The resbf variables, working experiences and its square, have 11,320 observations in
2007 and 10,499 observations in 20B6r the probit regression, we found that therel9,729
observations in total for almost all variables from both IFLS round. The variableshidde
activity (dummy variable whether children are in school or workihgglth status of father and
mot her , both parentsd death information, par e
household size. Therestv ar i abl es, in this case mother s a
have 18,776 and 17,699 observasiorrespectively. The difference in total number of
observations occurs because there is no inf
education. From all statistics, we may say that the total observations are good enough for
analysis purposé&.he conpleteinformation of thesummary of statistics for both regressions can
be found in appendix A.10 and A.11.

Based on data calculation, in this section, we will also prosaieeevidences of the
nature of working children in Indonesiaom table 4.1 beloywe can see thétom the total of
2,667 children at the age ofld years old in 2000, there are around 0.3 percent children are
working, 4.1 percent are combining working and schooling, 83.8 percent are only schooling and
11.8 percent are idle or doimgthing. This condition is a bit different with 2007. From the total
of 2,984 children at the age ofla years old, around 2.8 percent are working, 28.6 combining
working and schooling, 49.5 percent are only schooling and 19.1 percent are idle or doing
nothing. If we compare those two periods, it seems that there is an increase in number of children
in employment. However, we must be careful to interpret the data. Due to the different in data
collection, including the questions, therefore, in IFLS3 or 20@)cannot include those children
who work for housework. Meanwhile, in year 2007, working children are including those who
work for housework. One conclusion can be noted from this statistics is that the presence of
working children in the family is stithe case

To make it comparable, we provide number of children whose work only for pay in 2007
(see table 4.1, value in the bracket). We found that the incidences of working children who work
only for pay are lower in 2007 compare to 2080@wever, numbeof idle children is higher for
children at the age of-51 years old in 2007. It means that there are lots of children who work
for housework and never or not attending school anymore. This statistics show that working for
housework is as important as skimg for pay where at the end hinders children from school. It

will disturb children developmeritherefore, it is important to include those children who work
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for housework in the atysis and consider them as working children to capture a comprehensive
picture of working children situation.

Comparing by age group in both years, the incidence of working children at the age
group of 1517 is the highest compare to the other two age groups. It is reasonable since older
children are more likely to involvim employment if seen from their age and power compare to
younger <chil dren. Besides age group, i f we se
working children is higher compare to females in the year of 2000 in almost all age group.
However,n t he year 2007, the incidence of femal ed
511 vyears ol d, i's higher compare to mal e. Th
engagementn housework.In Indonesia, due to patriarchal system and tradition, females
including children are mostly handling domestic or housework, while males are working or
handling all things outsidéhomei s s.ue s 6

From table 4.1, we can also see other children activitiesitppcul arl'y o6i dl e
not hi ng. The o6idlebdb activity refers neithert he ¢
schooling, nor housekeeping, nor engaged in employnaemgt)to several reasons such as age
limitation for schooling or working and/arhildren are looking for a job and quitting his/her
school . I f we see from the data, the phenomen
11-19 percent for children at the age e15 years old, B percent for children at the age of 12
14 yearsold and 1216 percent for children at the age of1b years oldThis statistic is also
confirmed by Indonesia Child Labour Survey (ICLS) conducted by Indonesia Central Statistics.

The ICLS estimated that there aeout 6.7 million or 11.4ercentof the total childrenat the
ageof517 years old are considered as 6idle chil
looking for a job, based on relaxed standard employment, those who are in the position of
seeking work or inactive are included in dakforce. Therefore, for analysis purpose, we will

combine this data into working children.
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Table 4. 1Children Activities by Age Group and Sex

Age . Male Female Total
Year Activity
Group No % % No % % No % %
Work 10 04 556 8 03 444 18 03 100
Work + School 103 3.9 484 110 44 516 213 41 100
511 School 2,208 828 50.8 2142 848 492 4350 838 100
lde 346 130 56.6 265 105 434 611 118 100
Total 2,667 100 514 2525 100 486 5192 100 100
Work 72 63 493 74 66 507 146 64 100
Work + School 194 169 533 170 151 467 364 160 100
2000 1214 School 806 701 50.9 777 691 491 1583 69.6 100
ide 77 67 425 104 92 575 181 80 100
Total 1,149 100 505 1,125 100 495 2274 100 100
Work 333 282 588 233 184 412 566 231 100
Work + School 155 131 589 108 85 411 263  10.8 100
1517 School 560 475 462 651 515 538 1211 495 100
lde 132 112 326 273 216 67.4 405 166 100
Total 1,180 100 483 1265 100 517 2,445 100 100
61 20 374 102 37 626 163 28
wWork ey (02 (45 (5) (02) (455 (1) (0.2) 90
620 208 37.8 1020 370 622 1,640 286
Work+School a5y (28) (503) (84) (3.0) (49.7) (169) (2.9) 100
511 cchgoy 1690 566 595 1152 418 405 2842 495
(2.225) (74.6) (51.6) (2.088) (75.8) (48.4) (4313) (75.2)
e 613 205 560 481 175 440 1004 191 o
668) (22.4) (53.6) (578) (21.0) (46.4) (1.246) (21.7)
Total 2,984 100 520 2,755 100 480 5739 100 100
58 53 457 69 64 543 127 58
Work 36y (33) (621) (22) (20) (37.9) (58) (27) 190
522  47.8 411 747 692 589 1,269 584
2007 Work+School 14ay  (135) (51.0) (142) (13.1) (49.0) (290) (13.3) 100
12-14 choo 469 429 653 249 231 347 718 330 .
843) (77.1) (49.7) (854) (79.1) (50.3) (1.697) (78.1)
ge 44 40 746 15 14 254 59 27
66) (6.0) (51.6) (62) (5.7) (48.4) (128) (5.9)
Total 1,093 100 503 1,080 100 497 2173 100 100
Work 182  19.0 607 118 124 393 300 157 100
Work + School 127 133 588 89 94 412 216 113 100
1517 School 565 59.0 492 584 615 508 1,149 60.3 100
ide 83 87 344 158 166 656 241 126 100
Total 957 100 502 949 100  49.8 1906 100 100
Source: Aut hordés calculation from I FLS3 and | FLS4

Note:value in the bracket (.gfter exclude children who work for housework



Besides knowing how many children already worked, we are also interested in how many
hours they have worked. Knowing how many hours a child has worked helps us to know and
understanchow to differentiate whether working children already considered as child labor or
not. Due to the difficulties to define whether a job is considered as worst form of job for
children, therefore, working hours is used as a proxy to determine wheth&t ia child laborer
or not. As we mentioned before, the presence of child laborer becomes an alarm for policy
makers. Their presence in the society is not acceptable, since long working hours is not
reasonable for children. It can harm their developmenth) mentally and physically. The more
hours they work will make them to reduce their time for schooling or other activities which are
good to support their development. From the physiological side, children who are working have
to face more pressures froother people and their environment. They also have to bear more
burdens such as responsibility towards their family. Therefore, although child labor is worst
compare to other children who are eligible to work based on national regulation; however, the
preence of children who are working is still not acceptable.

Based on national regulations, children at the ageX# $ears old should not work and
children at the age of 1B4 only have to work not more than 15 hours per week. However, from
table below (thle 4.2and 43), we can see that there are lots of children at the agd ®fygars
old already work and even some of children at the ageldf years old already work for more
than 15 hours a week. These children already considered as child labor. Not only childesn a
age of 512 and 1314 years old, but also children at the age ofl15/ears old who worked
more than 40 hours per week are also considered as child labor. From table below, we can see
that there are aroundXB percent of children at the age of-15 years old are child laborer.
Looking at comparison between rural and urban, we can see that there are lots of rural children
have to work more than 15 hours a week compare to urban children. Meanwhile, comparison by
sex shows that male children have marerking hours compare to female, particularly for
children at the age of 157 years old. These evidences can be a good consideration for policy

makers to pay more attention to this issue.
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Table 4.2 Children Working Hours by Sex

512 1314 1517
Hour Male Female Total Male Female Total Male Female Tota

No % % No % % No % % No % % No % % No % % No % % No % % No % %

2000

0 2,867 94 515 2,698 94 485 5565 94.0 100| 575 75 492 593 761 508 1,168 755 100| 694 588 429 924 73.0 571 1,618 66.2 100
15 87 29 588 61 21 412 148 25 100| 63 8.2 52.1 58 74 479 121 7.8 100| 32 27 542 27 21 458 59 24 100
6-10 32 1.0 471 36 13 529 68 11 100| 36 4.7 50.0 36 4.6 50.0 72 4.7 100| 55 47 598 37 29 402 92 3.8 100
1115 30 1.0 441 38 13 559 68 11 100| 30 3.9 556 24 3.1 444 54 35 100| 63 53 630 37 29 370 100 4.1 100
1640 20 0.7 39.2 31 11 608 51 09 100| 39 51 476 43 55 524 82 53 100| 150 127 63.0 88 70 370 238 9.7 100
41+ 13 04 650 7 02 350 20 0.3 100 24 31 490 25 3.2 510 49 32 100| 186 158 55.0 152 12.0 450 338 13.8 100
Total | 3,049 100 515 2871 10 485 5,920 100 100 767 100 496 779 100 504 1546 100 100| 1,180 100 483 1,265 100 51.7 2,445 100 100

2007
0 2556 759 582 1833 586 418 4389 676 100| 345 486 647 188 266 353 533 376 100| 657 68.7 469 743 783 531 1,400 735 100
15 521 155 403 773 247 59.7 1294 199 100| 151 213 463 175 248 537 326 23.0 100 15 16 441 19 20 559 34 1.8 100

6-10 196 5.8 353 360 115 647 556 86 100| 111 156 419 154 218 581 265 18.7 100 37 39 544 31 33 456 68 3.6 100

1115 45 1.3 331 91 29 669 136 2.1 100| 48 6.8 32.7 99 140 673 147 104 100| 51 53 654 27 28 346 78 41 100

1640 46 14 422 63 20 578 109 1.7 100| 47 66 370 80 113 63.0 127 9.0 100| 104 109 671 51 54 329 155 81 100
41+ 3 0.1 273 8 03 727 11 0.2 100| 8 11 421 11 16 579 19 1.3 100 93 9.7 544 78 82 456 171 9.0 100

Total | 3,367 100 51.8 3,128 100 48.2 6,495 100 100 710 100 50.1 707 100 499 1,417 100 100| 957 100 50.2 949 100 498 1,906 100 100

Source: Aut hor BFsS3 andlFL84u | at i on fr om
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Table 4.3 Children Working Hours by Area

512 1314 1517

Year Hour Urban Rural Total Urban Rural Total Urban Rural Total
No % % No % % No % % | No % % No % % No % % | No % % No % % No % %
0 2,379 951 427 3186 932 573 5565 940 100| 526 80.8 450 642 71.7 55.0 1168 755 100| 928 724 574 690 59.3 426 1618 66.2 100
1-5 52 21 351 96 28 649 148 25 100| 36 55 298 8 95 702 121 7.8 100| 20 16 339 39 34 66.1 59 24 100
6-10 20 0.8 294 48 14 706 68 11 100f 212 32 292 51 57 708 72 47 100 39 3.0 424 53 46 576 92 3.8 100
2000 1115 25 10 36.8 43 1.3 63.2 68 1.1 100| 19 29 352 35 39 648 54 35 100 33 26 330 67 58 67.0 100 4.1 100
1640 17 07 333 34 10 66.7 51 0.9 100f 28 43 341 54 60 659 82 53 100| 8 6.6 357 153 132 643 238 9.7 100
41+ 8 0.3 400 12 04 60.0 20 0.3 100| 21 32 429 28 31 571 49 3.2 100| 177 138 524 161 138 47.6 338 13.8 100
Total | 2,501 100 42.2 3419 100 57.8 5,920 100.0 100| 651 100 421 895 100 57.9 1546 100 100| 1282 100 524 1163 100 47.6 2445 100 100
0 2,390 715 545 1999 634 455 4,389 676 100| 280 41.2 525 253 343 475 533 376 100| 758 78.7 5414 642 68.1 459 1400 735 100
15 643 19.2 49.7 651 206 503 1,294 199 1M | 173 255 53.1 153 20.7 469 326 230 100 13 13 3824 21 22 618 34 1.8 100
6-10 228 6.8 41.0 328 104 59.0 556 8.6 100| 124 183 46.8 141 19.1 532 265 187 100| 24 25 3529 44 47 647 68 3.6 100
2007 1115 46 1.4 338 90 29 66.2 136 21 100| 55 81 374 92 125 626 147 104 100| 23 24 295 55 58 705 78 4.1 100
1640 32 1.0 294 77 24 706 109 17 100 44 65 346 83 112 654 127 90 100 52 54 3355 103 109 66,5 155 81 100
41+ 3 0.1 273 8 03 727 11 02 100 3 04 158 16 22 842 19 1.3 100| 93 9.7 5439 78 83 456 171 9.0 100
Total | 3,342 100 515 3153 100 485 6,495 100.0 100| 679 100 47.9 738 100 52.1 1417 100 100| 963 100 50.52 943 100 49.5 1906 100 100

Source: Aut hor BkS3andlfL84ul ati on fr om
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Not only related with childdéds sex and age,
al so related with other characteristics such
location where a family lives. Iterms of household member, we found a pattern that the bigger
number of household member tends to increase the involvement of children in employment. It is
reasonable since big family needs more resources compare to small one. One way for a family to
meetits need is by having their children to woRR.e | at ed wi th assetsd own
different conclusion between house and fdamd ownership.

For ownership over a house, we expect that a family who rents a house is more likely to
include their cHdren to work. However, it is not the case. We found that the incidence of
working children who live in a family who owns their own house tends to put their children to
work. We suspect that this is related with housework. Meanwhile, for ownership awdafa,
we found that a family tends to include their children to work when a family has ddadn
Although the incidence of working children when a family does not have ownership over farm
land is higher compare to those who have in the year of 200@&Mer, in 2007, the incidence of
working children when a family has a fatamd is higher compare to those who does not have,
which is 53.2 percent compare to 46.8 percent. Based on area, we found that the incidence of
working children in rural area isdtier compare to urban area, around 64.3 percent in 2000 and
53.2 percent in 200(&ee table 4).

Wealsot ry to | ook at the relation between pa
working children in the familyFrom table 4 below, we cannot ma&kan earlier conclusion
about the relation between parentsd charact el
information and parents6 health status, wi t h
work or not. As we can see, the incidenof working children is highdan the family where
parents are living in the same household with children, when parents are still alive and when
parents are healttoppmpare to those children where parents are not living in the same household,
when parerd already dieand when parents anenhealthy However, we have to careful to
interpret this data.

To make us easy how to interpret the data, we will compare children situation by group,
for example, children in the group of parents who are not livingensime householdf we
compare them with children activiti@s the same groypve found a quite big percentagkthe
incidence of working children in the family. Out of 1,050 in 2000 and 880 in 2007 children in
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total in the situation where father is diving in the same household, there are around 38.1 and
52 percentrespectivelythe incidence ofworking childrenin the family Meanwhile, in the
situation where mother is not living in the same household, we found that there are3¥&und
percent chidren in 2000 and 51.3 percent children in0Z0vho are working.It is also the case
with parents6é death information and parents?®o

I n terms of parent pa@aredtusat iyem,wesfoundfa hsich oc
consistent trend thath i gher parentsod6 education will | ead
employment(see figure 3.2 and 3.3Higher education will lead to better employment and
i ncome. Further, it wi IThat i$ why, rbettarswelfaré willraadeh o | d 6
paren s t o i nvest mor e on c hAs Wedcaneseedfrom theetable, thema i n |
incidence of working children where father does not have education is arow@l [Bfrcent,
while mother is around 465 percent. Comparing by father and mother educatatus, we can
see thathe incidence of working children in the family is higher when mother does not have
education compare to father. We suspect that
to put their children to work or not. It is alslee case for almost all education level. We will
further investigate this relation in the analysis part.
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Table 4.4 Children Characteristics byActivities

2000 2007

No Characteristics Schooling Working Total Schooling Working Total
No % % No % % No % % No % % No % % No % %
1 No. 1 56 0.8 63.6 32 1.2 364 88 0.9 100 62 1.3 60.8 40 0.8 39.2 102 1.0 100
mtr‘jggf'd 2 108 15 568 82 30 432 190 1.9 100| 108 23 437 139 27 563 247 25 100
3 636 89 721 246 89 279 882 89 100| 579 123 444 725 142 556 1,304 13.3 100
4 1,478 20.7 75.0 492 17.8 25.0 1,970 19.9 100| 1,330 28.2 50.4 1,311 25.7 49.6 2,641 26.9 100
5 1,649 23.1 734 599 216 26.6 2,248 22.7 100| 1,205 25.6 49.9 1,211 23.7 50.1 2,416 24.6 100
>5 3,217 45.0 71.0 1,316 47.6 29.0 4,533 45.7 100| 1,425 30.3 458 1,683 329 54.2 3,108 31.7 100
Total | 7,144 100 72.1 2,767 100 27.9 9,911 100 100]| 4,709 100 48.0 5,109 100 52.0 9,818 100 100
2 Sex Male | 3,574 50.0 715 1,422 51.4 28,5 4,996 50.4 100| 2,724 57.8 54.1 2,310 45.2 459 5,034 51.3 100
Female| 3,570 50.0 72.6 1,345 48.6 27.4 4,915 49.6 100| 1,985 42.2 415 2,799 54.8 585 4,784 48.7 100
Total | 7,144 100 72.1 2,767 100 27.9 9,911 100 100]| 4,709 100 48.0 5,109 100 52.0 9,818 100 100
3 House ~ Rented| 1,307 18.3 76.6 400 145 23.4 1,707 17.2 100| 1,043 22.1 49.2 1,076 21.1 50.8 2,119 21.6 100
Ownership o?/ver:fe-:d 5,837 81.7 711 2,367 855 28.9 8,204 82.8 100| 3,666 779 47.6 4,033 789 524 7,699 784 100
Total | 7,144 100 72.1 2,767 100 279 9,911 100 100| 4,709 100 48.0 5,109 100 52.0 9,818 100 100
4 (I;%\r,g‘gfsr;]?p r?;?/; 4603 644 744 1582 57.2 25.6 6,185 62.4 100| 3,385 71.9 50.2 3,357 65.7 49.8 6,742 68.7 100
Have | 2,541 35.6 68.2 1,185 42.8 31.8 3,726 37.6 100( 1,324 28.1 43.0 1,752 34.3 57.0 3,076 31.3 100
Total | 7,144 100 72.1 2,767 100 279 9,911 100 100| 4,709 100 48.0 5,109 100 52.0 9,818 100 100
5 Area Urban | 3,445 48.2 77.7 989 35.7 22.3 4,434 44.7 100 2,594 55.1 52.0 2,390 46.8 48.0 4,984 50.8 100
Rural | 3,699 51.8 67.5 1,778 64.3 325 5,477 553 100| 2,115 44.9 43.8 2,719 53.2 56.2 4,834 49.2 100
Total | 7,144 100 72.1 2,767 100 27.9 9,911 100 100]| 4,709 100 48.0 5,109 100 52.0 9,818 100 100

Sour ce: Aut horés calculation from I FLS3 and | FLS4
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Table4d5Par ent s’ Characteristics and Children Activities
2000 2007
Parents' . . . .
No Characteristics Schooling Working Total Schooling Working Total
No % % No % % No % % No % % No % % No % %
1 Father's in the
Residence same HH 6,094 853 742 2,121 76.7 258 8,215 829 100 | 3,829 81.3 480 4,149 81.2 520 7,978 81.3 100
notin the
same HH 1,060 14.7 61.9 646 23.3 38.1 1,696 17.1 100 880 18.7 47.8 960 188 522 1,840 18.7 100
Total | 7,144 100 72.1 2,767 100 279 9,911 100 100 | 4,709 100 48.0 5,109 100 52.0 9,818 100 100
2 Mother's in the
Residence same HH 6,446 90.2 73.6 2,311 835 264 8,757 884 100 | 4,166 885 479 4536 888 521 8,702 88.6 100
notin the
same HH 698 9.8 60.5 456 16,5 395 1,154 11.6 100 543 11.5 48.7 573 11.2 513 1,116 11.4 100
Total | 7,144 100 72.1 2,767 100 279 9,911 100 100 | 4,709 100 48.0 5,109 100 52.0 9,818 100 100
3  Father's alive| 5,980 83.7 723 2,287 827 277 8267 834 100 | 4433 941 480 4,801 940 520 9,234 941 100
g?:tt;]s died| 1,164 16.3 70.8 480 17.3 29.2 1,644 16.6 100 276 5.9 47.3 308 6.0 52.7 584 5.9 100
Total | 7,144 100 72.1 2,767 100 279 9,911 100 100 | 4,709 100 48.0 5,109 100 52.0 9,818 100 100
4 Mother's alive| 6,963 975 724 2652 958 276 9615 970 100 | 4,593 975 481 4949 0969 519 9542 97.2 100
death status died| 181 25 611 115 42 389 296 3.0 100| 116 25 420 160 3.1 580 276 2.8 100
Total | 7,144 100 72.1 2,767 100 279 9,911 100 100 | 4,709 100 48.0 5,109 100 52.0 19,818 100 100
5 Father's healthy| 6,555 91.8 722 2,521 91.1 278 9,076 91.6 100 | 4,266 90.6 47.8 4,662 91.3 522 8,928 90.9 100
2?;,:32 unhealthy| 589 8.2 70.5 246 8.9 29.5 835 8.4 100 443 9.4 49.8 447 8.7 50.2 890 9.1 100
Total | 7,144 100 72.1 2,767 100 279 9,911 100 100 | 4,709 100 48.0 5,109 100 52.0 9,818 100 100
6 Mother's healthy| 6,346 88.8 722 2447 884 278 8,793 887 100 | 4,113 87.3 484 4389 859 516 8,502 86.6 100
2;?32 unhealthy| 798 112 714 320 116 286 1,118 113 100| 59 127 453 720 14.1 547 1,316 13.4 100
Total | 7,144 100 72.1 2,767 100 279 9,911 100 100 | 4,709 100 48.0 5,109 100 52.0 19,818 100 100
Sour ce: Aut hordés4d4calcul ation from |I FLS
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Figure4.2Fat her 6s Years of Schooling and Children Activities
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Figure4.3Mot her 6s Years of Schooling and Children Activities
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Chapter 5 Results and Discussion

5. 1 Return to Education Regression
5. 1. 1 Education Level

Using Heckman tw«step model, we found that the parameter estimate on Inverse Mill's
Ratio is not significant ithe equations regressigsee appendix A.1 anil.2). This means that it
is very likely that the sample selection problem will not bias the @&i8nator substantially.
Generally as expected, we found that education level, in this case primaryaphieenior high
education positively affects the earnisgariable(seetable 5.1, 5.2, 5.3, 5.4, 5&nd5.6). The
positive sign of education leieould bemean thatinincrease in education level will increase
the earningsDespites of the positive sign, we found thatst of significant coefficients are in
junior and senior high educatiopoth in 2000 and 200%e would say that in Indonesia, higher
educationis morepreferableand has more bargaining power to
These results strengthened the proposition that better income is influenced by higher level of
education.

Anotherinteresting result iscomparing by sexye found that female return to education
is higherand has more significant coefficients compare to méale may sayt h a t womenos
earnings arenoresensitive to education. In the other words, educasiomportantto determine
womends i ncome. Meanwhil e, for men, it ris not
higher earnings, women need to have higher education level as a main requitsmenknow,
wo menoOs ir mosndasedrs lower compare to men. Therefore, in order to increase
earnings and compete witheir male counterparts, higher education becomes an important thing
for women.That is why return to education for women are higher and significant in almost all
return to education regressiongzor men, education may be not necessarily becomes an
important thing to determine their incomes. Males worker are always needed everywhere since
they have more physical power compares to femadéspite of their educatiorMoreover,
empl oyers donét have to pay more cost I f they
to provide speci al facilities for femalesbd wo
pregnant or have reproductive health isssesthey havdo bearmore cost.Therefore, males

worker are more preferable than femal€kis result is similar witlfSiphambe (2000). He also
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found this paradoxical result and concluded that females have a higher average rate of return
compare to males. He noted that tlesult is attributed to the lower forgone earnings of females
compared to male&urther, he resuls can be an indication thatomen are more likely to study

more compare to men. Men have to work earlier
become the breadwinner of the household, therefore working is found to be the most attractive
activity for men rather than attendihgyher education.

Comparing by regionwe cannot make a general conclusion. As we expected before, the
return to education imest part of Indonesia (in this case Sumatra and Java region) $ieuld
higherand has significant relation with earnings valeatthanthe east part (Bali, Kalimantan,
Sulawesi and West Nusa Tenggatdpwever, inthis case,only Java region (DKI Jakarta, West
Java, Central Java, DI Yogyakarta and East Java) in west part of Indonesia has more significant
return to educatiorcoefficients There are only several coefficients that are significant in
Sumatera region (North Sumatera, West Sumatera, South Sumatera and Lampung). Meanwhile,
similar with Java region, we found that all return to education coefficisrsignificant in the

east part.

Table 5. 1 Marginal Effects Return to Education Regression for Sumatera Region, 2007

@ ) ®) (4)

Male - Sumatra  Male - Sumatra Female - Sumatra Female - Sumatra

ycond 2 psel P ycond 2 psel P

primary -.093 .0603*** .551 .055%**
(0.67) (0.02) (0.43) (0.02)

junior 291 .0263*** .814** .0234x+x
(0.68) (0.006) (0.39) (0.008)

seniorhigh .904 .032%** 1.783*** .059***
(0.66) (0.008) (0.48) (0.02)

workexper .039** -.00058 .056%** -.00054
(0.02) (0.0005) (0.01) (0.0008)

workexpersq -.00071* -.00092***
(0.0003) (0.0003)

workhours .00 54* 011 %**
(0.003) (0.002)

marita~t* .308** .062* .000065 -.0015
(0.14) (0.03) (0.0009) (0.02)

age .0032 .00055 - .000055* .0012*
(0.002) (0.0004) (0.00003) (0.0007)

y 13.141 .984 12.679 .981

(*) dy/dx is for di screte change of dummy variable from 0 to 1

*:10% significance level, **: 5% significance level, ***: 1% significance level
&y = (predict, ycond); by = Pr(select) (predict, psel)

Note: ycond = outcome regression; psel = selection equation
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Table 5. 2 Mrginal Effects Return to Education Regression for Java Region, 2007

(1) (2) 3) 4)
Male - Java Male -Java Female -Java Female - Java
ycond 2 psel ° ycond 2 psel °
primary .203* .024*** .308* .0112%**
(0.12) (0.005) (0.18) (0.004)
junior 593+ 014+ 705%** .0039**
(0.13) (0.002) (0.21) (0.002)
seniorhigh 1.325%** .0237*** 1.795%** .015%**
(0.13) (0.004) (0.22) (0.004)
workexper 1.325%** -.000 66*** .046%** .00018*
(0.04) (0.0002) (0.02) (0.0001)
workexpersq -.00069*** -.0008***
(0.00007) (0.0002)
workhours .0126%** .012%**
(0.0009) (0.002)
marita~t* .308*** 037+ .0114** -.002**
(0.029) (0.01) (0.006) (0.001)
age .002*** .0008*** -.0013** .00023**
(0.0005) (0.0002) (0.0006) (0.0001)
y 13.014 .9904 12.549 .998

(*) dy/dx is for discrete change o

f dummy variable from O to 1

*:10% significance level, **: 5% significance level, ***: 1% significance level
&y = (predict, ycond); by = Pr(select) (predict, psel)
Note: ycond = outcome regression; psel = selection equation

Table 5. 3 Marginal Effed Return to Education Regression for Babouth KalimantarSouth
SulawestWest Nusa Tenggara Region, 2007

(€] 2 3 4
Male - BKSN Male -BKSN  Female -BKSN  Female - BKSN
ycond 2 psel P ycond 2 psel P
primary .453* .0063 A4 4hxxx .0251**
(0.27) (0.007) (0.16) (0.01)
junior 881+ .0096** .643x+* .0149%**
(0.33) (0.005) (0.24) (0.005)
seniorhigh 1.378** .007 1.775%* .023%**
(0.29) (0.007) (0.21) (0.008)
workexper .0425%** -.0012%** .052%** .00046
(0.02) (0.0004) (0.01) (0.0005)
workexpersq -.00091*** -.00075%**
(0.0003) (0.0002)
workhours .0088*** .0104***
(0.003) (0.002)
marita~t* A57* .027 .0195 .016
(0.93) (0.02) (0.02) (0.02)
age .0105*** .0017%* .00094 .00073
(0.003) (0.0004) (0.0006) (0.0007)
y 12.986 0.989 12.526 0.987
(*) dy/dx is for discrete change of dummy variable from O to 1
*:10% significance level, **: 5% significance level, ***: 1% significance level
&y = (predict, ycond); by = Pr(select) (predict, psel)
Note: ycond = outcome regression; psel = selection equatio n
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Table 5. 4 Marginal Effects Return to Education Regression for Sumatera Region, 2000

@ ) ®) (4)

Male - Sumatra Male -Sumatra Female - Sumatra Female - Sumatra
ycond 2 psel ° ycond 2 psel °
primary .229 .069 .869*** .0474
(0.22) (0.06) (0.27) (0.11)
junior .665*** .073 BT T7xx* .109
(0.24) (0.05) (0.34) (0.12)
seniorhigh 1.215%* .088* 1.742%* .104
(0.23) (0.05) (0.31) (0.11)
workexper .052%** .0182*** .017 .064***
(0.01) (0.002) (0.03) (0.004)
workexpersq -.0012%** - .00095*
(0.0002) (0.0005)
workhours .008*** .01 2%+
(0.002) (0.003)
marita~t* - .046%* .366*** .082 *k -.132**
(0.007) (0.06) (0.04) (0.06)
age .0019*** - .014%* .006*** - .009***
(0.0002) (0.002) (0.001) (0.002)
y 12.034 .885 11.332 597
(*) dy/dx is for discrete change of dummy variable from 0 to 1
*:10% significance level, **: 5% significance level, ***: 1% significance level
&y = (predict, ycond); by = Pr(select) (predict, psel)

Note: ycond = outcome regression; psel = selection equation

Table 5. 5 Marginal Effects Return to Education Regression for Java Region, 2000

1) ) ®) (4)

Male - Java Male - Java Female - Java Female - Java
ycond 2 psel ° ycond 2 psel °
primary S77x** .050** . 259%** Q7 1%**
(0.09) (0.02) (0.09) (0.02)
junior Q77> .049x** .705%** .065***
(0.11) (0.01) (0.13) (0.02)
seniorhigh 1.659*** .073%** 1.521*** .Q73%**
(0.10) (0.02) (0.12) (0.02)
workexper .036*** .015%** .023** .048%**
(0.006) (0.001) (0.01) (0.003)
workexpersq -.00061*** -.00046***
(0.00009) (0.0002)
workhours .009*** .013%**
(0.001) (0.001)
marita~t* .088*** . 149%** -.016%** -.083***
(0.01) (0.02) (0.002) (0.01)
age -.0056*** - .009*** -.00074*** -.004x**
(0.0006) (0.0009) (0.0001) (0.0007)
y 12.135 .947 11.443 .902

(*) dy/dx is for discrete change of dummy variable from 0 to 1

*: 10% significance level, **: 5% significance level, ***: 1% significance level
&y = (predict, ycond); by = Pr(select) (predict, psel)

Note: ycond = outcome regression; psel = selection equation
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Table 5. 6 Marginal Effects Return to EducatidrRegression for BakSouth KalimantarrSouth
SulawestWest Nusa Tenggara Region, 2000

@ ) ®) 4)

Male - BKSN Male -BKSN Female -BKSN  Female - BKSN
ycond 2 psel ° ycond 2 psel °
primary .394*** .015 .365** .065**
(0.12) (0.04) (0.15) (0.03)
junior .923*** -.049 572** .047**
(0.15) (0.05) (0.22) (0.02)
seniorhigh 1.465%** .046 1.682*** .049**
(0.13) (0.03) (0.19) (0.02)
work exper .0304*** .013*** .038* .033***
(0.008) (0.001) (0.02) (0.05)
workexpersq -.00046%*** -.00077**
(0. 0001) (0.0003)
workhours .0074*** .0079***
(0.002) (0.002)
marita~t* .0624 %+ .230%** .0132* -.037**
(0.01) (0.05) (0.006) (0.02)
age -.0038*** - .013%* .0012%** - .0035***
(0.0004) (0.002) (0.0004) (0.001)
y 12.010 .920 11.113 .933
(*) dy/dx is for discrete change of dummy variable from 0 to 1
*:10% significance level, **: 5% significance level, ***: 1% significance level
&y = (predict, ycond); by = Pr(select) (predict, psel)

Note: ycond = outcome regression; psel = selection equation

This interesting result could be related with twenparative advantage of related area
Although Sumatraregion is dominantly composed with area of industrial and big cities,
however, most of industries are locatedtherpart of Sumatra such as Aceh with oil and gas
industries, Riau and Riau Islands with big manufacture industries, while our samples are in North
Sumatra, West Sumatra, South Sumatra and Lamptng.makes demand of labor, both low
and higher educated worlse as well as economic concentratignhigherin those other areas
(provinces)of Sumatra regionMeanwhile, we suspect that in east part regiBali( South
Kalimantan, South Sulawesi and West Nusa Tenggaraere almost all return to education
coeffidents are significanthe economic activities anddustries are more dispersdt makes
sense since that region is the center of economic activities in each Ehanefore, demand and
supply of laboy particularly for high educated workeate higherin thatarea That is why the
return to education coefficients is significant.

The expectedsignificant returnto educatiorcoefficiens in Java regioralsocomefrom
the comparative advantage of the area, the same with the east part region. Javis tbgion

region wherghe capital city and some of the biggest cities in Indonesia are loG&tisd.egion

51



is also characterized by region with highly concentrated economic activities and business.
Therefore, the demand and supply of high educated as svidivaeducated worker are higher.
Moreover, better law enforcemenbw economic costmore equal distribution of income
compare to other part of Indonesia well as the recognition of higher education from market
makereturn to education in Java regiabetter and well paid.

The results also show that the return to educatiamcreasewith the increasing level of
educationThese findings are compatible with recent condition aneg¢tiousexpected hypothesis
(Brunello and Miniaci (1999)Siphambe(2000). The higher education level, the more income
or earnings an individual can g&his can beevidencehat investment in education is beneficial
particularly for junior and senior high educatidrherefore, investment on education should be
prioritized in public spendingBoth government and society have to put more attention in
educating their children.

5. 1. 2Working Experiences

Similar with return to education, as expected, the waylexperiencsvariable alsdhas a
positive relationship with earnings, while worg experience square has negative sighe
positive sign meanthat earnings will increase an increasé job experiencesvleanwhile, the
negative sign of workingxperiences squavariablemeanghat there is a tendency that earnings
will increasea t a decreasing r at (Perkimss etral., 2008 lerntorer 6 s |
experienced a worker, the less cost company should spend for training cost. Moreover, if a
worker has more experierg;ghen it is more likely that her shewill have higher productivity
compare to less experienced ones. Higher productivity will lead to higher output and latter will
|l ead to higher revenues for the <compaswy. That
have more inconge Thus, working experiensebecome one of thenostimportant factorsn
determining earnings variable, both for female and male workeed| regiors. An individual
person can get these experiences through formal job or from imierpsoject. Therefore,
formal education in Indonesia should promote their students to do internship as part of their

curriculum to prepare their students to face employment opportunities.
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5. 1. 3Working Hours

We also find that working hours hawepositive relationship with earnings variable.
These results ari@ with the expected hypbesis that more hours to spend in work will lead to
higher income. We can séis in the empirical situation that most people who work overtime
will be paid more,ncludingthose who work in theveekendThis positive significant relation is
applicable both for women and men in all regiomke results are different compare with
previous study fronsiphambe (2000He found a negative relation between working heunc
earnings which means that worker who spend more hours to work tend to earn less income on
average. This is due to the paid job is the typical low paid job that require long hours to work,
such as security guardslowever, in this case, long hours to lwomeans an increase in
productivity and output, therefore it has positive relation with earnigseover, the results are
consistent both in year 2000 and 2007.

5. 1.4 Marital Status and Age
From the selection equation, as expected, we found aiveegalation between women

marital statuswith the probability they will workFor women i n I ndonesi a,
responsibilityo, when they already married, t
sector or stay at home and taking caregdll f ami | yds needs. Maj ority

their paid work in order to take responsibility on domestic chores, particularly for those who
already have children. Culture and tradition put women to bear all responsibilities related to
domestic wok, while men have to work outside home to earn monmégrital status also
becoms e mp | o gomsiderdtion whether to hire women or nit.women are married,
employers have to pay more cést their female workers, such as provide spef@aellities for
women Female workers also take more leave, such as maternity leave or other reproductive
health probl ems, compare to men. Therefore, f
women. Different with women, we found that marital status of menpbagive significant
relation with the probability they will work.

Similar with marital status, we al so founc
probability of employment. However, we found a mix result for men. The logic behind the
negativerelationbetween age angrobability of employment is thandividual productivity will

diminish with an increase in age. At certain level of agendi vi dual 6s product.i
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However, when an individual reaches certain level of age, in other wirels an individual is

older ortoo old, then it is more likely that individual will not work tne productivity will
decreaseTherefore, besides marital status, employers take age as consideration to hire a worker.
Moreover, companies found that youngepple are more dynamic compare to older people. The
positive sign could be related to experiences. Employers also can found that older workers are
more experienced compare to the younger ones. Therefore, age can have positive relation with

probability ofemployment.

5. 2 Main Regression on Children Activities
5. 2. 1 Return to Education and Working Children

From probit regression on children activities (see t&bfeand 5.8), as expected, we
found that return to educatimariables havemegat i ve sign. We define c¢
if children are working anio if children are in schoolTherefore, the expected negative sign of
return to education means an increase in return to edusatioreduce the probability a child
have towork. Howeverwe found only return tojunior and senior higleducation has negative
significant relation with the probabilitiemale children who live in urbaand ruralarea hago
work. If parentso per cjanpot aduxation esvpesitive, rthert iuis moretlikely
parents will send theifemale children to school and reduce their children involvement in
employment.Therefore, higher returns fanior and senior higreducationwill make female
children live in urbarand ural aredess likely to engage in employment.

However, there is neignificant relationship between return to education at all lesfels
formal educatiomwith the incidence ofvorking children formalechildren live inurbanandrural
area We suspect that pareritsthis caseare notwell respond to future returns to education for
thosechildren.lt isalsomi ght be due to parentsod incentives
when the opportunity cost of schooling is higher (Chamarbagw8l08). There is a possibility
of liquidity constrain in this case. Although parents know that return to education is higher, due
to financial limitation, then it is more likely parents will send their children, particularly male
children, to workMoreover, there is a possibility that parents will think that although education
is important, make their children graduate from certain level of education in Indonesia is not

enough to gain a better livelihoodss an exampldor factual conditionwe did an interview
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Wi

th 2 household in South Jakarta to sé..e

1 and5. 2).

Box5.1 P a rNegativaP@rception on Return to Education

Father: Jali

Occupation: cleaning service, waste collector
Mother: Yani

Occupation: domestic worker

No. of Children: 8 (6 sons, 2 daughters)
Area: South Jakartd Indonesia

Jali os family Iive in a very smal | capi@lcityef
Indonesia. Their story can be a portrait that urban area, which is the center of economic acti
failed to provide better livelihoods to its people.

Jali and his wife Yani have 8 children. Only 2 of their children ever entered sttaveéver, at

the end, none of those children are success to finish their education. The rest are staying at |
and doing nothing. One of their reasons not to put their children at school is economic constr
Due to this, the head of village neighbohood unis (Ketua RT) and some of their neighbors
initiated to help them by paying their tuition fees, giving books allowance, clothes, as well as
covering the transportation costs. However, the children could only stay at school for 3 days.
prefer tostay at home and play during school tirBace then, none of their children is going to
school.

Jali and his wife never encourage their children to go to school. After depth interview, we fou
that Jali and his wife never think that education is impatrtAs long as they can eat, there is no
need for them to go to school. Now, the oldest son already works in a construction site. Meal
the others still remain at home while waiting for their turn to be able to work. We also found &
interestingfactRat her t han spend money on chil dr el
through loan.

This condition shows that actually economic limitation isthetnain factor for parents not to put
their children at school. All in all, parents and sociatyareness of the importance of education

plays a big role in childrendés human capi
Source: I nterview with Jali és fpaamwidnyt stbo pcearpcteu
education
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Box5.2Parent sd Positive Perception o

Father: Husin(security guardl

Mother: Suarmi/Lin (domestic workgr
No. of Children: 4 (2 sons, 2 daughters)
Area: South Jakarta Indonesia

Husinds family | ives i n t hilgin thasoeh ohJakargl
They have 4 children. Although they have t
children are going to school. Even, the oldest son now continues his education into higher ed
(diploma).

Differentwt h Jal i 6s family, Husin and his
improve their welfare. They said that low education limits them to get better employ
opportunities and income. Therefore, they send their children to school. They alsaHaundw
they can access education easily. Almost all of their children receive scholarships, both

government and the community. They also d
provides free education for primary and junior high sdhoo

That és why; they wil/l send their chil
|l i veli hoods, not |l i ke us their parentso, L

Source: Interview witiHusino s f ami |y t o capture and present f
education.

Seen from the degree of return to education between male and female, we found that
return to education for male individuals is higher compare to female. This might be an indication
that male individuals will receive higher wages or earnings compare téefemdaviduals, at the
same level of education. Comparing by area, we argued that male children live in rural area will
have higher probability to leave work if there is an increase in retusertor higheducation
compare to urban male childrdhis dso the case foremale childrenn rural area compare to
urban areaFor the insignificant relation of return to education with the probability children will
work, we suspect that there is a cultamed economiconstraint forthe childrenparticularly in
rural area(seen from the significant relation between ownership over farm land and probability
children will work). As we know that rural area is dominated with agricultural sector, therefore,
for femaleadult, including children, have to work to helgethfamily even without being paid as
an added worker. Not only working, they even
education is seen as unimportant thing ébildren live in rural area.Meanwhile, for male
children both in urban and rural aresince they will become the breadwinner of the family,
therefore, they have responsible to involve in employment. Some of them even have to work in

their early age to help familyds economy.
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5. 2. 2 Parentsd6 Characteristics and Working Chil o
From 3 different parentpaédremtags@cpeessmnces,i
(whether already die or fpt par ent stddome ciidenceand phaveant so
significant relation with thg@robability children will work.Comparing ly gender and area, only
father residence has positive significant relation with the probability male children live in urban
and rural area will work. Meanwhile, there is a quite difference results between female children
live in urban and rural area. Femal e | ive i n urban area, as ex
heal th and fathero6és residence has positive n
wor k. For female children who Ilive in rural
positive significant relation with probability children will work.
An interesting result isve foundthat there isa negative correlation betweenot her 6 s
presencesn the family, in this case when mother already dwedh the probability female
children livein urban area to workThis resultcould be means that rather that working outside
home for paid work, female children tends to work for housework to substitute her mother. In
this case, wsuspecthatfemale children are more likely takecares thered of family member,
including her siblingsThis condition is different with female children live in rural area. As we
know, in rural area, kinship between families is very close. Therefore, when mother is absence,
then other families such as aunts, unctgandfather or grandmother will take cares the rest of
family members who are left behind by mother, including children. That is why, there is no
significant relation between the absences of mother in the family with probability children will
work. Compaing by sex, female children are more affected when there is unexpected or shock
condition happened in the family such as par
parentsd presence in the family.
Based on these findingstitsompaltbentpadentesHt
stronger relation with probability children will worKhese results are consistent with a study
from Lee and Park (2010). Parentsd absence in

affect the labor supplylecision of other household members, including childidowever,

comparing father and motherds residence, we f
with the presence of working chil drletarmsofn t he
area, we found that parentdos absence and pare
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area than children live in rural area. We suspect the strong cultural reason behind this condition,

particularly the strong tradition to help relatives whiegly experienced unexpected condition.

5. 2. 3 Parents6é Education and Working Children

I n addition to parentsoé characteristics, v
relation with wor ki ng c¢Wefbuddtmanbdts pparesndmrsde eidru ¢
in this case fatherdos and motherodés years of
involvement in employmentparticularly for male children livean rural and urban area.
Meanwhile, for female children, we only found thatar ent sé educati on onl
significant relation with probability urban female children will wolkmeans that the higher
father and mother education will reduce the probability their children. This correlation is fit with
the previous hypothesi We argued that if parents have higher education, then it is more likely
t hat they wil/l receive higher Il ncome oOfr earn
wel fare and then parents wil/ i nvesttowonk. t heir
For female children live in rural area, we suspect that family thinks that education is not

important or not really necessary for female.

5. 2. 4 Control Variables

We also try to put some of control variables in this estimation. We expect that if one
family do not have ownership over a house, then it is more likely that they have to allocate some
of their earnings for renting a house. Family with financial limitatahfind it hard to fulfill all
family needs, including education for children, if they even have to pay for a rent. Renting a
house wil/ become a burden for familybds econo
income from their children imeeded. However, the result shows that there is no significant
relationship betweehouse ownership with the presence of working children in the family both
in rural and urban area. This makes that ownership over a house not becomes an important factor
onthe presence of working children in the family.

Besides house ownership, we also try to look at the effect of land farming on working
chil drends existence. Since previous | iterat.t
presence of working childn in the family, so we suspect that in this case if household has

ownership over land farming, then it is more likely parents will involve their children to work.
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From the result, we found that there as(strong)significant positive relationship between
househol déds owner s hi probability ¢chidrerdwillfwark paiticularly fari t h t h
male children live in rural areaGiven the failure in land and labor market, parents tend to
include their children to work on farm. This is might be dueaape nt sd per cepti on
is not really important. Moreover, since parents think that their children will become their
successor, then it is more likely to send their children to work as early as possible to gain more
working experiences in dointnte f a mi | y Bos male chddremligesirs rural areathis
result strengthened the result on the insignificant return to educatithrogachildren

We also examined the household size in this estimaWéa.found that there is a
significant positve relationship between household size and the presence of working children in
the family only for male children who live in urban area. It means that if a household has high
number of familyds member, t hen i dity tevwdrkl | ead
This result is fit with the preciousxpected correlation hypothesisigher number of household
member will lead to higher cost that a household must spend. In order to pay the cost, household
needs more income, including from children. In this case, we suspect that tradition and culture
play important role to make male ilchien works compare to female as male children will
someday become a breadwinner for his familyn t er ms o f chil dés weduc
higher education level will reduce probability children will work. Different with education, we

found that an in@ase in age will increase probability children will work.

5. 2.5 Year Specific Effects

One of the advantages of using pooled csesgional data is that we still can examine if
there is time specific effects on the regressist like in panel dataestimation As we
mentioned before, there is a significalitference insocioeconomic conditions betwe@®00
and 2007. In 2000, Indonesia experienced a condition where they imvplementing big
recoveryactivitiesafter economic crises hit in 1997/1998took a longer time for Indonesia at
that time to recover and built their economy again. Meanwhile in 26@dnesia alreadhas
stablesocioeconomic conditiong.herefore, we suspect that thereaislifferent time effects on
the presence afvorking children in the societyand there is a possibility that the incidence of
working children in 2000 is higher compare to 20d@wever, fom the regressions)stead of a

positive signwe found a negative sign for year variabtethis case, we defineyears 10 f or
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2000 and

AlOniean$ that the2pBBaility of working children presence in the society

is lower in 2000 compares to 200This can be an evidence that external shocks like economic

turnoveris notnecessarily the important factor ttetects the incidence of working children in

the society.

Tableb. 7 ProbitRegressiommn Children Activities

1) @ 3) “4)
MALE URBAN MALE - RURAL FEMALE - URBAN FEMALE - RURAL
childactiv ity
RREnoeducatio n - 0.116** - 0.080* -0.076 -0.003
(0.04) (0.03) (0.07) (0.06 )
RREprim - 0.599 0.714 0.370 0.564
(1.06) (0.59) 0.25) (0.31 )
RREjun 0.749 -0.298 -1.332* -0.671
(1.13) (0.52) (0.53) (0.39 )
RREsenhigh - 0.207 - 0.552 0.069 -0.818*
(0.41) (0.46) (0.56) (0.37 )
year -0.273* -0.096 -0.190 - 0.203**
(0.11) (0.07) (0.11) (0.06 )
healthmat 0.078 0.033 0.026 0.042
(0.05) (0.04) (0.07) (0.06)
healthfat -0.073 - 0.006 0.144* -0.037
(0.08) (0.08) (0.06) (0.06)
deathma 0.125 -0.026 - 0.304**
(0.18) (0.12) (0.10) (0.13)
deathfa -0.018 - 0.0008 0.077 -0.092
(0.09) (0.10) (0.09) (0.11)
residfa 0.371%** 0.208* 0.408*** 0.136
(0.08 ) (0.10) (0.05) (0.07)
residma -0.013 0.060 0.257 0.249**
(0.14) (0.11) (0.13) (0.08)
yrschoolma - 0.021%** - 0.032%** - 0.007 -0.017
(10.005) (0.007) (0.008) (0.008
yrschoolfa - 0.029*** -0.012 -0.036 *** - 0.008
(0.005) (0.006) (0.008) (0.007 )
farm -0.039 0.125** 0.051 0.085
(0.07) (0.04 ) (0.08) (0.04)
owned -0.044 0.053 -0.116 - 0.097
(0.04) (0.07) (0.06) (0.09 )
hhsize 0.022* 0.011 0.028* - 0.008
(0.009) (0.01) (0.01) (0.01 )
yrschool - 0.293%** - 0.229%** - 0.295%** - 0.288***
(0.01) (0.03) (0.02) (0.03 )
age 0.214*** 0.210*** 0.231*** 0.251***
(0.01) (0.02) (0.02) (0.02 )
N 4141 4409 3961 4231
Log Pseudo -2029.13 - 2530.65 - 1899.37 -2341.72
Note: robust standard error in parentheses ( corrected for clustering at year - state level)

*:10% significance level, **; 5%

childact

significance level, ***; 1% significance level

ivity: 1=working; O=schooling
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Table 5 8 Marginal Effects ofProbit Regression on Children Activities

(1) (2 (3) (4)
MALE URBAN MALE RURAL FEMALEURBAN FEMALE RURAL

RREnoeducation -0.034 ** -0.029 * -0.022 -0.001
0.01 0.01 0.02 0.02

RREprim -0.177 0.254 0.107 0.196
0.31 0.21 0.07 0.11

RREjun 0.221 -0.106 -0.385 * -0.232
0.33 0.19 0.15 0.14
RREsenhigh -0.061 -0.197 0.020 -0.284 *
0.12 0.17 0.16 0.13

year* -0.080 * -0.034 - 0.055 -0.071 **
0.03 0.03 0.03 0.02

healthmat* 0.023 0.012 0.008 0.015
0.02 0.02 0.02 0.02

healthfat* -0.021 - 0.002 0.043 * -0.013
0.02 0.03 0.02 0.02

deathma* 0.038 - 0.009 -0.077 ** 0.025
0.06 0.05 0.02 0.05

deathfa* - 0.005 0.000 0.023 -0.031
0.03 0.04 0.03 0.04

residfa* 0.121 *** 0.077 * 0.132 *** 0.048
0.03 0.04 0.02 0.03

residma* -0.004 0.022 0.081 0.091 **
0.04 0.04 0.05 0.03

yrschoolma -0.006 *** -0.011 *** -0.002 - 0.006
0.00 0.00 0.00 0.00

yrschoolfa -0.009 *** -0.004 -0.010 *** -0.003
0.00 0.00 0.00 0.00

farm* -0.011 0.044 ** 0.015 0.029
0.02 0.01 0.03 0.02

owned* -0.013 0.019 -0.034 -0.034
0.01 0.02 0.02 0.03

hhsize 0.006 * 0.004 0.008 * -0.003
0.00 0.01 0.00 0.00

yrschool -0.087 *** -0.081 *** -0.085 *** -0.100 ***
0.01 0.01 0.01 0.01

age 0.063 *** 0.075 *** 0.067 *** 0.087 ***
0.004 0.01 0.01 0.01

(*) dy/dx is for discrete change of dummy variable from O to 1

* p<0.05, ** p<0.01, ** p<0.001

childact

ivity: 1=working; O=schooling
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5. 3 Working Children: Boys vs Girls

Table 5.9 below show the regression results of male and female working chidren

robustness check for previous regressiddassed on regression outcomes, we found similar

results with previous regression8s expeted, we found a (significant) negative relation

between junior return to education wjhobabilityfemale childrerto work Meanwhile, there is

no significant relation between return to education vaitbbability male childrenwill work.

Related with pamret s 0

residence,

there i s

a

signific

residences, in this case when father is not living in the same household, with the presence of both

male and female working children. Meanwhile, when mother is not living in the lsamsehold,

it only affects the presence of female working children.

Table 5.9 Regression Result for Male and Female Working Children

MALE FEMALE
. - Robust Robust
Childactivity Coef. Std. z Coef. Std. z
Err. Err.

RREnoeducation - 0.096*** 0.028 -3.44 -0.044 0.057 -0.77
RREprim 0.093 0.565 0.16 0.455 0.252 1.81
RREjun 0.179 0.505 0.35 - 0.904* 0.370 -2.45
RREsenhigh -0.368 0.374 -0.98 -0.381 0.355 -1.07
year - 0.198** 0.077 -2.57 - 0.209** 0.064 -3.26
healthmat 0.049 0.034 1.45 0.035 0.055 0.64
healthfat -0.024 0.067 -0.35 0.038 0.050 0.75
deathma 0.015 0.078 0.19 -0.042 0.111 -0.37
deathfa -0.013 0.079 -0.16 -0.023 0.083 -0.28
residfa 0.268*** 0.059 4,53 0.261*** 0.058 4.47
residma 0.026 0.093 0.28 0.249*** 0.092 2.71
yrschoolma - 0.026*** 0.005 -4.87 - 0.013** 0.006 -1.98
yrschoolfa - 0.019*** 0.005 -3.94 | -0.022%** 0.006 -3.65
farm 0.096*** 0.024 3.99 0.077* 0.040 1.93
owned -0.025 0.043 -0.58 - 0.108** 0.045 -2.39
hhsize 0.014 0.009 1.52 0.009 0.009 1.00
irural 0.024 0.049 0.48 0.010 0.036 0.26
yrschool - 0.260*** 0.025 | -10.48 | -0.292*** 0.025 | -11.58
age 0.212%** 0.016 12.87 0.242%** 0.021 11.29
Log

pseudolikelihood - 4591.5249 - 4260.2623
Number of obs 8550 8192

*childact

ivity: 1=working; O=schooling

*: 10% significance level,
*) standar

**: 50 significance level, ***: 1% significance level

d errors corrected for clustering at year
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Seen from parentsd education, we found a (
fat her and mot her 6s efdbotlc mdlei anchfemale wdiking dhilelrenp r e s e
These results are consistent with previous st
reduce the probability that children will work. For intergenerational poverty trap, investment on
education is one of éhmain solutions to reduce the incidence of working children in the society.
From househol dés assets, there is a positive
farm-land with the presence of both male and female working children. Thesés rasel
consistent with the wealth paradox from Balotra and Heady (2003). Household withafaim
ownership tend to include their children to work on farm. This is due to several reasons such as
the failure in labor marker and tradition. If seen from hbokk ownership over a house, as
expected, we found a negative significant with the presengeobfbility female childrento
work. If family does not need to pay for a rent, then they can invest their money on other things,
including chiTHhHereeféosr ee,d uchaitlidmen dondt need tc

To sum up the analysis, th@obability children will worki s i nf |l uenced by
perception over return to education and parental charaatesisti na mel vy, paadr e nt s 0
education. What make affdirence between male and female working children is that the
presence of male working children is sensitiV

perception on education plays an important role.

5. 4 Working Children: Urban vs Rural

From table5.10 below, we a bit different resultwith previous regressionparticularly
for return to education variabléd/e found that there is no significant relation between return to
education and probability children to work both in urban and rural despjtes of the negative
sign. Therefore, we suspect that the significant relation of return to education is closely related
with individual or person, but not with area. However, for the rest variables, we found that the
results are similar with the preus regressions.

Il n terms of parentsd characteristics, onl
significant relation with probability children will work both for children living in urban and rural
area. However, the difference between urban aral alildren is that for rural children, both
fat her and motheroés residence has positive s

work. Meanwhile, forchildren live in urban areanly when father is not living in the same
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household for exampleué to job migration has significant positive relation with probability
children will work.We suspect that the ownership over farm land, given the significant positive

relation, as well as economic constraint make children in rural area work more whets paee

absence.

Table 5.10 Regression Result for Urban and Rural Working Children

URBAN RURAL
; o Robust Robust
Childactivity Coef. Std. z Coef. Std. z
Err. Err.
RREnoeducatio n - 0.119%** 0.023 -5.12 -0.118*** 0.020 -5.95
RREprim 0.068 0.169 0.4 0.087 0.173 0.5
RREjun -0.331 0.317 -1.04 -0.048 0.237 -0.2
RREsenhigh 0.109 0.237 0.46 -0.195 0.194 -1
year -0.219** 0.094 -2.33 - 0.175*** 0.055 -3.21
healthmat 0.052 0.046 1.12 0.045 0.039 1.15
healthfat 0.028 0.051 0.56 -0.017 0.049 -0.35
deathma -0.071 0.109 - 0.65 0.017 0.098 0.17
deathfa 0.016 0.054 0.31 -0.044 0.082 -0.53
residfa 0.395*** 0.049 8.08 0.182** 0.075 2.44
residma 0.134 0.111 1.21 0.162*** 0.061 2.67
yrschoolma - 0.016** 0.007 -2.35 - 0.026*** 0.007 - 3.86
yrschoolfa - 0.032%** 0.005 -6.5 - 0.009* 0.005 -1.9
farm 0.017 0.065 0.26 0.114*** 0.038 3.04
owned - 0.065 0.043 -1.53 - 0.026 0.042 -0.61
hhsize 0.023*** 0.009 2.72 0.003 0.011 0.26
imale 0.053 0.084 0.64 0.008 0.072 0.11
yrschool - 0.294*** 0.014 | -20.47 - 0.255%** 0.033 -7.62
age 0.222%** 0.013 16.95 0.227** 0.024 9.52
Log pseudolikelihood - 4591.5249 - 4260.2623
Number of obs 8550 8192

*childact ivity: 1=working; O=schooling
*: 10% significance level, **: 5% significance level, ***: 1% significance level
*)standar  d errors corrected for clustering at year - state level

Besides parentso® char acsamnerrasts betoveen urbarvand al |

rur al ar ea. Similar with previous regression

negative significantelation with probability children will work. These results again strengthened

policy intervention on education as one way for children to go out from employment. Related
f o-lamd chas ta hpesite
significant relation with the probability children to wordowever, the strong relationship takes

wi t h househol dobés assets, we house
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place only in rural area due to the characteristics of the area itself. It is reasonable if we see the
characteristics of rural area in Indonesia. Askwew that rural area is dominantly related with

farm producti on. Once mor e, the wealth parad
household size, we found that household size indeed has a positive significant relation with
probability children willwork.

Al | in all, we conclude that there is no |
return to education between urban and rural area. For specific urban and rural case, parental
characteristicen thiscasgp ar ent s 0 r e s i d 4 relatien witrapvobabilgty ckildrenn i f i ¢
to work. Moreover, we see that in urban area, household size becomes one of important factor
that increase probability children to work, while in rural area, ownership over farm land is the
case.Therefore, seen fromeah ar eab6s <characteristics, speci
children involvement both in rural and urban area should be taken place.

5. 5Working Children in Total

To see a complete picture about the nature of working children in Indonesia, we run
overall samplesin one regressionThis is also as robustness check for previous regressions.
From table 5l1 below, we found thatariablereturn to educatiomloes not haveignificant
relation withprobability children will work, despites of the negative sign in the coefficidiet
suspect that although parents think education is important, but this is not affect dominantly in
parent 6s deci sheiochildrenhte dcho@ or ndlleerefpre, the results are good
findings to develop appropriate policy intervention on related iSBue.other reason is, as we
already mentioned in the introduction part, the absorption of labor in Indosasihdomimated
by low educated worker3 herefore, parents found that it is not really important for them to put
their children in school or not since at the end employment opportunities can absorb those people
with lower education.

Rel ated with pic,rthe sams with prévus aegréssions, we found that
parent s residence, in this case when father
their children, indeed have positive significant relation with the probability their children will
work.l n terms of parentso6 education, as expect et
relation with the probability that children will work. Therefore, education is important to make
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sure a family or household gain a better welfare, which furtheirmze children involvement in

employment.

Table 5.11 Regression Resul on Working Childrenin Total

Main Regression Marginal Effects
Childactivit
y coor iR [ [ e [ 3]

RREnoeducation -0.118*** 0.014 -8.16 - 0.039%** 0.004 -8.63
RREprim 0.063 0.137 0.46 0.02 0.045 0.46
RREjun -0.145 0.228 -0.64 - 0.047 0.074 -0.64
RREsenhigh - 0.063 0.165 -0.38 -0.021 0.054 -0.38
year - 0.207%** 0.061 -3.38 - 0.068*** 0.020 -3.37
healthmat 0.043 0.031 1.38 0.014 0.010 1.36
healthfat 0.003 0.039 0.07 0.0008 0.013 0.07
deathma -0.017 0.069 -0.25 - 0.005 0.022 -0.25
deathfa -0.020 0.052 -0.39 - 0.007 0.017 -0.39
residfa 0.274%** 0.050 5.43 0.095*** 0.018 5.23
residma 0.151** 0.064 2.36 0.051** 0.022 2.28
yrschoolma - 0.021%** 0.005 -4.47 - 0.007*** 0.002 -4.47
yrschoolfa - 0.021%** 0.004 -5.08 - 0.007*** 0.001 -5.15
farm 0.095%** 0.021 4.54 0.031*** 0.007 4.44
owned - 0.061** 0.029 -2.13 - 0.020** 0.010 -2.12
hhsize 0.012 0.008 1.49 0.004 0.003 15
imale 0.027 0.063 0.44 0.009 0.020 0.44
irural 0.017 0.038 0.44 0.005 0.012 0.44
yrschool - 0.274%* 0.024 -11.54 - 0.089*** 0.008 -11.63
age 0.225*** 0.0180957 12.43 0.073*** 0.006 12.92
Log pseudolikelihood - 8868.4442

Number of obs 16742

*childact

ivity: 1=working; O=schooling

*:10% significance level, **: 5% significance level, ***: 1% significance level

*) standar  d errors corrected for clustering at year - state level

Tal king about sfeapmdted, ywe sfound | spesitive ,relateon between
household ownership over farm landttwthe probability children will work. Meanwhile, if a
household has ownership over a house, therefore it will reduce children involvement in
The behind

need to pay foa rent. The rest of their money can go to other expenditure including investment

empl oyment |l ogi ¢ this relation 1is

on education.
Other factor that influenced probability children will work is household size. Higher
household member chil

number of wi | | Lookimgat the areae
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we found that the probability that rural children will work is higher compare to urban. It is
reasonable given the characteristics of rural area in Indonesia that is mostly affected with culture
and tradition as well as life styleschmwelfare.Comparing by sexnithis case, we did not find

any different between male and female children.

5. 6 Working Children by Age and Education

In this part,also as a robustness cheale will alsotry to see the relation between return
to education and parental characteristics with the probability children will layosplitting the
sample base ochildren age grouprhis will help us to see the effect of return to education on
working children proprly. At the age of 81 years old, a child is supposed to attend the primary
education in Indonesidherefore, the return to primary schooling is matter for this age gtoup.
they are already at secondary school 6214 years old)they may or may rniohave had
primary school and only the return to secondary education matter for the decision to work or not.
Meanwhile, for children at the age of 1517 years old, the return to senior high education is
matter. By splitting tehwe hgpa tha the effects ofereéturnoten ¢ h i

education as wel |l as parentsd6 characteristics

Children at the Age of 511 Years Old

Table 5.12 below shows regression outcomes for children at the ageldf years old.

From the regressionye did not find any relation between return tprimary educationwith
probability children will work.This result is similar with previous regressioiibere are some
reasons behind this relation. Firsie wuspect that in this case parents are not well respond to the
importance of educatio®s we mentioned in the background study part, the highest absorption
of labor goes to people who are even not graduated or not attended school (around 49.21
percent) Therefore, it is make sense that we did not get the expeegadivesign of the relation
between return to primary education and probability to wedcond, return to education is not a
main factor that af fects parildemtoésshoodoe not. ni on w
Indonesia, it is common to send children at the age i $ears old to school. Therefore, it is

not solely because of education is important, but because of it is an obligation for parents to send
their little children to schal at this age
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Table 5.12 Regression Result for Children at the Age of-511 Years Old

Main Regression Marginal Effects
; o Robust
Childactivity Coef. Std. z dy/dx Etd' z
Err. .

RREnoeducation 0.009 0.008 1.22 0.002 | 0.002 1.22
RREprim 0.117 0.071 1.65 0.028 | 0.017 1.61
year - 0.322%** 0.076 -4.23 - 0.074%** 0.019 -4
healthmat - 0.036 0.049 -0.73 -0.008 | 0.011 -0.75
healthfat 0.101 0.066 1.53 0.025 | 0.017 1.48
deathma 0.025 0.115 0.22 0.006 | 0.028 0.22
deathfa 0.033 0.113 0.29 0.008 | 0.027 0.29
residfa 0.114 0.091 1.25 0.028 | 0.024 1.2
residma - 0.221** 0.109 -2.03 - 0.046** 0.020 -2.32
yrschoolma - 0.014* 0.008 -1.85 -0.003* | 0.002 -1.81
yrschoolfa - 0.012** 0.006 -2.04 - 0.003** 0.001 -2.09
farm 0.148*** 0.037 4.05 0.036*** 0.010 3.77
owned - 0.119%** 0.041 -2.9 - 0.029*** 0.010 -2.79
hhsize 0.015* 0.009 1.65 0.004* | 0.002 1.66
irural 0.035 0.041 0.85 0.008 | 0.010 0.84
imale 0.026 0.032 0.82 0.006 | 0.008 0.82
yrschool - 0.392%** 0.027 -14.34 - 0.092%** 0.005 -17.79
Lo

pseudolikelihood - 37284831
Number of obs 9203

*childactivity: 1=working; 0=schooling
*: 10% significance level, **: 5% significance level, ***: 1% significance level
*) standar  d errors corrected for clustering at year - state level
I n terms of parwet el yYhaoaotderind tyi cnso,t her 6
significant relation with probability children will work or ndin interesting part of this variable
is that it has a negative relation with the probability children will watkerefore, we suspect
that in this case mother is doing the job migration. Income that mother receives is used for
children education. That is why when mother is absence then it reduces the probability children
will work. This result has similar findings witdguyen and Purnamasari @0). They found that
p a r eimernational migrationends tareduce working hours of remaining household members

including childrenn Indonesia

Ot her significant vari abl es i n t his regr
ownership. The same wifnr evi ous regressi on, we found a n
educati on, both father and mother, with the p
educati on, as expected, we found a posmtive r
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with probability children to work. The wealth paradox, proposed by Bhalotra and Heady (2003),
exists in this case. We also found a negative relation between house ownership with the
probability to work. Househol dtlepromabiityehildeni p ov
to work. As expected, we also found that big number of household member tends to increase
probability children to work. Comparing by areve found that children who live in rural area

are more likely to work.

Children at the Agef 121 14 Years Old
Children at the age of 1P 14 years old are supposed to attend junior education.

Therefore, probability for children at this age group to work or attend school related with the
value of return to junior education. From table bel@milar with previous regressionsve
found anegative significantelation between return janior education with probability children
to work. | n ter ms of parentsd6 <characteristics, 0|
significant relation withprobability children will work.

Similar with children at the age group of-bl1 years old, we also found a negative
rel ation between par ent s owitteplobabikiy children,will waskt h f a't
Therefore, one way to reduce the incidence of working children in Indonesia is through
education for all. To break the chain of working children in Indonesia, the intervention is not
only by givingchildren(free) educai on services but also how to
awareness of the i mportance of education for
will lead to higher income and better livelihoods. If a family is economiealquate, they will
invest more on human capital investment, particularly their children. Therefore, education is one
of the effective ways to reduce the incidence of working children in Indonesia.

The same with previous results, @xpected, we also found that big numbenaisehold
member tends to increase probability children to weétkiwever, there is a positive relation
betweenhouse ownership with the probability to workherefore, in this caseohu s eh ol d 6 s
ownership over a hous#t an important factor teeduce the mbability children to workln
terms of year effects, we found that the presence of working children in 2000 is higher compare
to 2007. It is make sense since nowadays the government of Indonesia already develops a free

education services and also scheléps for the poor. Moreover, in 2000, Indonesia is
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experiencing the economic crisis that leads family to send their children to work to help parents

to fu

il

famil yods

need.

Table 5.13 Regression Result for Children at the Age of 2214 Years Old

Main Regression Marginal Effects
. . Robust
Childactivity Coef. Std. z dy/dx Etd' z
Err. .

RREnoeducation 0.014 0.021 0.66 0.004 0.006 0.66
RREjun - 0.238* 0.137 -1.74 -0.072* 0.042 -1.75
year 0.143* 0.086 1.66 0.043* 0.026 1.65
healthmat 0.104* 0.059 1.75 0.033* 0.019 1.71
healthfat 0.033 0.063 0.52 0.01 0.020 0.51
deathma 0.048 0.128 0.38 0.015 0.040 0.37
deathfa 0.020 0.104 0.19 0.006 0.032 0.19
residfa 0.041 0.124 0.34 0.013 0.039 0.33
residma 0.103 0.229 0.45 0.032 0.075 0.43
yrschoolma - 0.037*** 0.009 -4.33 - 0.011%** 0.002 -4.68
yrschoolfa - 0.040*** 0.009 - 4.47 - 0.012%** 0.003 -4.75
farm 0.038 0.066 0.57 0.011 0.020 0.57
owned 0.160* 0.092 1.74 0.047* 0.026 1.79
hhsize 0.029** 0.012 2.4 0.009** 0.004 2.44
irural 0.097 0.062 1.58 0.029 0.019 1.56
imale -0.031 0.058 -0.54 - 0.009 0.018 -0.54
yrschool - 0.102*** 0.023 -4.47 - 0.031*** 0.007 -4.62
Log pseudolikelihood -1823.9139

Number of obs 3541

*childactivity: 1=working; O=schooling
*: 10% significance level, **: 5% significance level,
d errors corrected for clustering at year

*) standar

Children at the Age of 1617 Years Old

For children at the age of 1517 years old, & found that return teenior high education

does not hava significantrelation with probability children will workdespites of the negative

***: 1% significance level

- state level

sign We suspect thdtigher opportunity cost of education leads parents to send their children to

work. Other reason is that it could be that return to education is not an impoctzmttfeat

terms of

affects probability children whether to work or nbtn

f ound

t hat

onl

y father6s

presence

parent so
wilhincredses

probability children will work. This relatioshows that the incidence of working children in

Indonesia also being affected by parental absence in the family.
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Similar and consistent with previous regression outcomes, we found a significant

negati ve

household size, family with big number of household member tends to include their children to

work. Comparing by area, rural children are more likely to work. However, we did not find any

r el

at

i on

different relation between madad female children.

Table 5.14 Regression Result for Children at the Age of 1517 Years Old

Main Regression

Marginal Effects

Childactivity Coef. o z dy/dx Std. z
Err Err.
RREnoeducation 0.191*** 0.024 7.91 0.076*** 0.010 7.83
RREsenhigh -0.051 0.087 -0.58 -0.019 0.034 -0.58
year 0.405*** 0.064 6.35 0.159*** 0.024 6.52
healthmat 0.067 0.067 0.99 0.026 0.027 0.98
healthfat -0.042 0.098 -0.43 -0.016 0.039 -0.43
deathma 0.000 0.153 0 - 0.00003 0.060 0
deathfa 0.327*** 0.098 3.33 0.129*** 0.039 3.36
residfa - 0.007 0.052 -0.13 - 0.003 0.021 -0.13
residma 0.112 0.087 1.28 0.44 0.035 1.28
yrschoolma - 0.048*** 0.008 -5.94 - 0.019*** 0.003 -5.85
yrschoolfa - 0.038*** 0.008 -5.04 - 0.015%*** 0.003 -5.09
farm 0.032 0.050 0.65 0.013 0.020 0.65
owned -0.028 0.071 -04 -0.011 0.028 -04
hhsize 0.024* 0.015 1.66 0.009* 0.006 1.66
irural 0.169*** 0.063 2.69 0.067*** 0.025 2.67
imale - 0.067 0.048 -1.38 - 0.026 0.019 -1.39
yrschool - 0.257*** 0.016 | -15.99 - 0.101%** 0.006 | -15.64
Log pseudolikelihood -2163.6118
Number of obs 3998

*childactivity: 1=working; O=schooling
*: 10% significance level, **: 5% significance level, ***: 1% significance level

*) standar

d errors corrected for clustering at year

- state level

5. 7 Working Children: Those who are not Attending School at All

In this part, we use different definition of working children. Ideally, children should not
work. However, in the real condition, lots of children already work even in their earlier age. In

previousr e gr essi on,

we applied

a

Ostrict

def

engaged in employmemo matter some of them are combining schooling and warklog, in

this part

we

try
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working. Therefore, working childremn this regressionis all children who engaged in
employment and do not go to school at all. We expect that the effect of variables, particularly
return to education, is stroeg

After changing the defition of working dildren, we found that the results are quite
similar with previous regressions. We found that there is negsitiveficant relation between
return tojunior educatiorwith probabilityfemale urbarchildren will work. However, there is0
significant relation between return to education with probability male children in urban and rural
as well as female children live in rural area, despites of the negative sign. Besidasto
education, walsofoundthe similar results related toppee nt s 6 ¢ h aarerstat dbsence,st i Cc s
in this case when father and mother not live in the same household with their children, as
expected tends to increase probability children to work.

Besides those two variables, similar and consistent with previous results, we found a
positive significant relation betweefi at her s heal th condition anc
children will work. Similar with previous regressiowge foundthatthere isa negative correlation
betweenf at her 6s presences iin the familwththei n t hi
probability female children live in rural area to woithis resultcould be means that rather that
working outside home for paid work, femalkildren tends to work for housework to substitute
her mother. There is a big chance that her mother will replace her father to work for paid.
Therefore, fenale childrerhaveto take cares the rest of family member, including her siblings
Based on the results, consistent with previous regressions, comparing by sex, female children are
more likely to work when there is unexpected or shock condition happened in the family.

Talkingaboup ar e nt s § weeatbaufouaditie same resultsasepv i ous t hat p:;
education has negative significant relation with probability children to work. What makes it
difference is that wdid notfoundthatwealth paradox existin this caseue tothe irsignificant
relation of h o u s eamvoland. dngernes wirheusebdidisipe, veevalsor fourid a
similar result from previous regression. Higher number of family member tends to increase
probability children to work. Overall, we did not find any significant differences after changing
the definitionor working children.
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Table 5. 15 Regression Result for Children not Attending School at All

1) @) 3 4
MALE URBAN MALE
childactivity
RREnoeducation - 0.155* ** - 0.150%** -0.187*
(0.03) (0.02) (0.07) (0.08
RREprim -1.081 -0.008 0.225
(2.01) (0.58) (0.25 )
RREjun 1.351 -0.382 - 1.704**
(1.02) (0.60) (0.58) (0.35
RREsenhigh -0.232 0.251 0.638
(0.30) (0.31) (0.59) (0.52
year - 0.412%** -0.191* - 0.215*
(0.10) (0.08) (0.09) (0.08
healthmat - 0.00 09 0.099 0.09 3
(0.05) (0.06) (0.08) (0.05
healthfat 0.063 - 0.067 0.142*
(0.09) (0.07) (0.06) (0.07
deathma 0.331 - 0.007 -0.196
(0.18) (0.10) (0.20) (0.14
deathfa -0.049 - 0.026 -0.071
(0.17) (0.12) (0.09) (0.09
residfa 0.532%** 0.312%** 0.627*** 0.335***
(0.07) (0.09) (0.07)
resi dma 0.202 0.169 0.590%*** 0.478***
(0.11) (0.11) (0.16) (0.08
yrschoolma -0.013 * - 0.019** - 0.007
(0.006) (0.006) (0.10) (0.01
yrschoolfa - 0.024** - 0.021%** -0.019*
(0.007) (0.005) (0.009) (0.006
farm -0.182 -0.023 -0.06 4
(0.10) (0.03) (0.09) (0.04
owned - 0.153*** -0.06 8 - 0.200**
(0.03) (0.06) (0.07)
hhsize 0.009 0.017 0.033*
(0.01) (0.01) (0.01
age 0.271%*= 0.244%*= 0.325%** 0.315
(0.01) (0.02) (0.01) (0.03
yrschool - 0.435%** - 0.357*** - 0.481***
(0.02) (0.03) (0.02) (0.03
N 4141 4409 3961 4231
Log Pseudo -1561.47 - 2013.60 -1381.72

*childactivity: 1=working; O=schooling

*: 10% significance level, **: 5% significance level, ***: 1% significance level

*) standar

d errors corrected for clustering at year

73

- state |

-RURAL FEMALE - URBAN FEMALE - RURAL

-0.145

- 0.088)
( 0.26 )

-0.186

- 0.108)

- 0.238)**

- 0.024)

- 0.128)

- 0.024)

)
-0.293*
)

(0.06 )

)
-0.01 2

)
-0.011
-0.045

)
-0.152

(0.11 )

0.003
0.01 )

*kk

)
- 0.431%*
)

-1841.84
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Chapter 6 Conclusion and Policy Recommendations

The presence of working children in the society is not solely due to poverty. Estimation
result from probit regressiom onf i r med t hat parentsod percepti
parents characteristics, in this cgse r ehedltls donditionp a r erastdenéeand par ent s
death have a significant correlation witdmn house
in employment or notThe negative relationship between return to education and working
childrentells that an increase in return to education will reduce the probability that children have
towork.| t means t peaception bverpha retero dsigation is positive and thinks
that investment in education is valuable, then it is more likely that children will less involve in
employmentFrom 3 different levelsof educationwe foundthap ar ent sé per cepti on
junior and senioreducationsignificantly af f ect s househol dds decisio
children to work or in school.

For primary educationye foundthat there is no significamelation betweeneturn to
primary educationwith probability children to work There areseveral reasons behind this
condition. First, warguedt hat parents are not aware about t
think that education is important. We suspbett the absorption of labdn Indonesia, whiclis
still dominated by low educaleworkers is behindp a r ereasan ot to pay attention to
chil drenbés educat i on .ecofomicalyattrastiveffar themdto guthtleeir i t i
children in school since at the end employment opportunities can absorb those peopldywith
low educationor those who are not attend school at@#icond, attending school for children at
the age of 5 11 years old is common in Indonesia. Therefore, it could be that return to
education is not an important reason for parents to send their chibdsehool. It is more likely
that parents think that this is their obligation to send their little children to school at this group
age and children at this age are supposed to be at school no matter what the reason and condition
is.

Comparing by seand areathe estimation result shows thiaturn to education only has
significant correlation withfemale children who live in urbaand ruralarea.For both male

children live in rural and urban ared is not the case. We suspect tpah r e nt swell ar e nc
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respond to future returns to educationtfaysechildren although we can see the negative sign in
the outcome regressiowe tested household ownership over land farnaimgy household sizzs
a control variablaltogether in the modélVe found tlat this variable has positive impact toe
presenceof male working children. Therefore, the insignificant relationship between return to
education and working children in rural areauld berelated with household ownership over
land farmingand big nurber of family membersHousehold who has land farming tends to
include their children to worln rural areaMeanwhile, in urban area, family with big household
members tends to include their children to wadvlareover,we also suspectthat the cultural
barrier plays an important role in this caBer males, their responsibilities as future breadwinner
for their family force them to take those responsibilities as young as poSdilaleis why we
found the insignificant return to educatifom ma | ehibddeen both in urban and ruraiowever,
if we see the incidence of working children as overall, we fahatlthe incidence of working
children in rural area i s higher conpmpaghte t o
be due tdhecharacteristics with rural area itself, both the lifestyles and tradition. Parents in rural
area are not thinking that education is important. Moreover, due to economic constraint and
cultural reasorparents tend to involve their children to work.

Inaddii on, we al so f oun drestdéneetin thisacase when fatbed mot h
mothernot lives in the same household for example due to migration, dsisve significant
relation with the presence oWvorking children in the family Reflecting on the significant
correlation between land farming ownership and working children in rural area, we argued that
the relationship betweemotheb s r e si demaleworking rchildren in rural area is
reasonable. Since theaimotheris movingout, both temporary and permanently, then it is more
likely that female children will work as substitute or added workers particularly for those
household which has ownership over land farmingp t er ms of parent soé6 deas
that when rother and father already diedk, can increase arducethe probability children will
work. The negative relation could be mean that children will take cares of the rest family
members, including siblings, when parents already died rather that to work outsige ho
Related tgp a r ehedltheandition we found that it has positive significant with the probability
children to work.In the absence of insurance or savings for family, including children, will

further exacerbated children involvement in employment.

75



Tal ki ng about parent so characteristics, b
comparing by sex, we found that female children both in urban and rural area are mostly affected
compare to male children. In this case, when there is unexpected situatimcks happened in
the family, therefore, it will increase the probability female children to work. However, we did
not find any difference results or relation between urban and rural area.

From al |l proposed vari abl es  simdtankoyshhiavet her 6 s
significant negativeelationwith the presence of working children, both male ardédle in rural
and urban aredhis result strengthened the previous research outcomednoenson and Souza
(2003) about theintergenerational childabor existence. They concluded that there is a
probability that once child laborer becomes a parent, then their children can also be child laborer
as their parents werklowever,if parents are more educated, then it is likely that probability of
childrenhave to work is small. Therefore, for long term policy purpose, reducing the probability
of the presence of working children in the society is very important.

The results of this study are also consistent with previous study about wealth paradox
from Bhalotra and Heady (2003). There is a significant relation between household ownership
over assets, in this case fatamd. We found that the probability children will work is higher
when a household has fafland. Due to the failure in land and labor marketwell as culture,
parents involve their children to work on farm. However, different results come from household
ownership over a house. We fouhdth a positive andnegative relation when a family has a
house with the probability children will worRhe positive relation meang$ family has a house,
they donét need to pay for the rent. Therefor
needs, i ncluding i nves Measwhite, the megative irdlation smeadss e d |
that ownership wer a house does not have an effect to reduce probability children to work. If we
see other control variable such as household size, then this relation is making sense. Rather than
ownership over a house, big household size has stronger effects to iprodzdality children
to work.

All in all, we point out the importance of educatias well as the availability of formal
insurance amfluential factors that affect the probability that children have to wieok.policy
purpose, we suggest an increase in junior and senior high education investment for all children.
Notonly trytoreducdé he possibility children have to wor

intergenerational poverty trap. Estimation orture to education provide an insight that
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investments in human capital are important, particularly to promote economic growth.
Investment @ human capitalbased on the social return to education, will have a positive
spillover effects for the society aswdnole or for the national economy. The positive spillover
effects could be in form of national security, social cohesion, political stability and increase in
peopl ebs wel fare.

The significant effect of return to education on the presence of workingeahiidrthe
society has lead us to a conclusion thdtication promotion for all Indonesigeople are
needed. Indonesian government already spent 20 percent of their expenditure on education.
However, how to make sure that these investments are distributed equally between people and
between regions is important, particularly for those liveuiralrarea At community level, we
suggest the involvement of village head or neighborhood units to report the incidevar&iog
children or idle children in the community to the related government institution for further
intervention.

Return to educathn is increase with highdevel of education; therefore, promoting all
form of education for all people is importariiowever, promoting education for all Indonesians
is not enough. The government has to improve the benefits or values of educatioedseinice
guality of education. Not only develop a good curriculum, but also how to provide facilities as
well as increase the qualiyf education staff from all level. We also suggesgion based
education. Since Indonesia has multiptenicitieswith different values and tradition, therefore,
it is important to educate people with their own valldsreover,teacher and schamls rno |l e s
prevening children engagement in employmeste necessaryTeacher or school will know
about t h e conditios througjle thetir salisence, performance and behatviberefore,
teachers have the same important role as parents in reducing and preventing children
involvement in employment. Tst r engt hened teachersd rol e, tr
teaches on how to prevent children to work are needed.

Besides education, the findings also suggesintipertant of household insurance. As we
already seen, the presence of working children in the family also related with parentalestibcks
parental absence in the family. Household will use their savings or assets to cope with
unpredicted economic conditions. When a household does not have enough savings or assets as
insurance, particularly when parents are absence, it is more likely children vélkdvavork to

smooth househol dbds consumption. Therefore, ot
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insurance, education insuranp&nsion fund and social security plan. In this case, government
has to promote the important of insurance for allptee@and provide them for poor people.
Nowadays, the Government of Indonesia is developing social security plan for eradicating
poverty. We suggest integrating this plan with government program to reduce the incidence of
working children in thesociety Moreover, the government has to develop more comprehensive
policy on this issue. Besidagving economic incentes as government interventiamow to
encourage the families and community about the importance of education for livelihood and
human capital devepmentare necessary things to do. One way to do thisreigh community

empowermenprogram

Figure 6. 1Actors in Eradicating Children Engagement in Employment
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Appendices

A. 1. Return to Education Regression, 2007

@ ) ®) 4) ®) (6)

Male - Sumatra Female - Sunatra  Male -Java Female -Java Male -BKSN Female -BKSN
logearning
primary -0.229 0.553 0.141 0.365** 0.413 0.413**
(0.67) (0.43) (0.12) (0.18) (0.27) (0.16)
junior 0.132 0.815** 0.555*** 0.728*** 0.816** 0.623***
(0.68) (0.39) (0.13) (0.22) (0.33) (0.24)
seniorhigh 0.717 1.786*** 1.264* ** 1.869*** 1.332%** 1.744%**
(0.66) (0.48) (0.13) (0.22) (0.29) (0.22)
workexper 0.042** 0.055*** 0.0387*** 0.0469*** 0.0505*** 0 .0510%**
(0.02) (0.01) (0.004) (0.01) (0.02) (0.01)
workexpersq - 0.00071** - 0.00092%** - 0.000694*** - 0.0008*** - 0.000910*** - 0.00075***
(0.0003) (0.0002) (0.00007) (0.0002) (0.0003) (0.0002)
workhours 0.0054* 0.011*** 0.0126*** 0.012*** 0.00877*** 0.010***
(0.003) (0.002) (0.0009) (0. 002) (0.003) (0.002)
_cons 12.43*** 10.69*** 11.51%** 10.72*** 11.45%** 10.84***
(0.82) (0.56) (0.16) (0.28) (0.40) (0.31)
select
primary 1.251*** 1.139*** 0.896*** 1.278*** 0.228 0.715%**
(0.21) (0.30) (0.13) (0.23) (0.25) (0.26)
junior 1.212%** 0.90 8** 1.048*** 1.384*** 0.547 0.961**
(0.26) (0.36) (0.18) (0.28) (0.36) (0.47)
seniorhigh 1.068*** 1.519%** 1.115%** 2.070%** 0.294 1.0471***
(0.24) (0.37) (0.18) (0.38) (0.32) (0.35)
workexper -0.015 -0.012 - 0.0258** 0.0251** - 0.0458*** 0.0136
(0.01) (0.02) (0.009) (0.11) (0.02) (0.02)
maritalstat 0.761*** -0.033 0.690*** -0.457 0.563** 0.346
(0.24) (0.46) o .16) (0.39) (0.22) (0.34)
age 0.014 0.027* 0.0313*** 0.0315*** 0.0607*** 0.0218*
(0.01) (0.01) (0.007) (0.009) (0.01) (0.01)
mills
lambda -2.603 0.0204 -1.098 1.910 -2.687 - 0.559
(2.26) (1.75) (0.66) (1.49) (1.84) (1.41)
N 1549 578 4573 2187 1758 675

Note: standard error in parentheses; *:10% significance level, **: 5% significance level, ***: 1% significance level
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A. 2. Return to Education Regression, 2000

@ ) ®) 4) ®) (6)

Male - Sumatra Female - Sunmatra  Male -Java Female -Java Male -BKSN Female -BKSN
logearning00
primary00 0.239 0.899*** 0.544*** 0.246** 0.390*** 0.387***
(0.22) (0.26) (0.09) (0.09) (0.11) (0.15)
junior00 0.675*** 0.945*** 0.942*** 0.693*** 0.937*** 0.589***
(0.24) (0.33) (0.11) (0.13) (0.15) (0.22)
seniorhighO0 1.227*** 1. 807*** 1.611*** 1.508*** 1.451%** 1.699***
(0.23) (0.29) (0.10) (0.11) (0.13) (0.19)
workexper00 0.055%** 0.0572* 0.0267*** 0.0146 0.0271*** 0.0487**
(0.01) (0.03) (0.006) (0.01) (0.007) (0.02)
workexpers~0 - 0.0013%*= - 0.000945* - 0.00061*** - 0.00045*** - 0.000457*** - 0.000772**
(0.0002) (0.0005) (0.00009) (0.0001) (0.0001) (0.0003)
workhours00 0.00868*** 0.0118*** 0.00905*** 0.0126***  0.00743***  0.00795***
(0.002) (0.003) (0.001) (0.0012) (0.001) (0.02)
_cons 10.81%** 9.573*** 10.75%* 10.53** 10.83*** 10.08***
(0.27) (0.60) (0.13) (0.18) ( 0.17) (0.31)
select
primary00 0.361 0.123 0.478** 0.428*** 0.0786 0.522*
(0.32) (0.28) (0.22) (0.14) (0.24) (0.22)
junior00 0.449 0.294 0.660*** 0.476%** -0.290 0.492
(0.35) (0.32) (0.23) (0.16) (0.27) (0.27)
seniorhighO0 0.515 0.275 0.793*** 0.483*** 0.343 0 472
(0.33) (0.30) (0.22) (0.15) (0.26) (0.24)
workexper00 0.0940*** 0.166*** 0.138*** 0.275%** 0.0865*** 0.256***
(0.008) (0.01) (0.006) (0.008) (0.007) (0.01)
maritalst~00 1.266*** - 0.358* 0.889*** - 0.684*** 0.992*** -0.354
(0.16) (0.18) (0.09) (0.09) (0.16) (0.18)
age - 0.0747*** - 0.0233*** - 0.0796*** -0.0243*** - 0.0855*** - 0.0273***
(0.006) (0.006) (0.005) (0.003) (0.007) (0.007)
_cons 1.505*** 0.157 1.494*** 0.129 2.453*** -0.0193
(0.38) (0.41) (0.26) (0.22) (0.33) (0.35)
mills
lambda 0.0829 0.423 - 0.358** -0.106 -0.176 0.193
(0.34) (0.41) (0.15) (0.12) (0.22) (0.24)
N 985 718 3587 3162 1168 878

Note: standard error in parentheses
*:10% significance le vel, **: 5% significance level, ***: 1% significance level
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A. 3. IFLS Books Information

No Book Note

1 | Book I: Household Respondent is the wife of head of the household or the femeald of
expenditures and the household or another HH member 18 years or older who is
knowledge of health answer the questions related to consumption, crime, and knowleq
facilities health and family planning services.

2 | Book II: Household Primary respondent is the head of the hbok® or person 18 years
Economy older who is able to answer the questions relatedtsdhold econom

such ashousehold characteristics, farm business, avian flu;faon
business, household assets,-tabor income, and borrowing.

3 | Book Il A: Adult Respondent is an adult 15 years or olddro answer the questior
Information (part 1) related to educatiorsubjective wellbeing, household assets, -fatror

income, marital history, household decisibaking, pregnancy
summary, migrationemployment, retirement, risk and time preferen
and expectations.

4 | Book Il B: Adult Respondent is an adult 15 years or olddro answer the questior
Information (part 2) related to smoking behavior, health conditions, vignette, chrg

conditions, mental health, cognitive capacity, acute morbidity, he
insurance, self treatment, outpatient care, food frequency, inpatient
community participation, nonoresident parents, naoresident
siblings, norcoresident children, other transfers, arpeztation.

5 | Book IV: Ever- Respondent is an evararried woman age 149 yearswho answer the
Married Woman questions related to marital history, pregnancy sumnmemycoresident
Information child roster, breastfeeding update, pregnancy history;coomesident

adopted child roster, expectation, and contraceptive use.

6 | Book V: Child Respondent is a child less than 15 years old who answer the qug
Information related to their education, work, acute morbidity,-patient care, foog

frequency, inptent utilization, and parental information.

7 | Book K: Control Book | Respondent is a HH member 18 years or older who is knowledg
and Household Roster | about characteristics of household members.

8 | Book Proxy:Adult Respondent is an adult 15 years or older who is able to answ
Information by Proxy | questions related tendividual adults who could not be interview

directly.

9 | Book T:Tracking Book T is a contact book for target households.
book

10 | Book US1 and US2: Respondents to be measured are household member with ARO1i =
Physical Health answer the questions related to health measurements.
Assessments

11 | Book EK: Cognitive Respondents agedZA were administered cognitive tests to assess
Assessments generakognitive level, as well as skills in mathematics.
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A. 4. Probit Regression Summary Statistics

Variable | Obs Mean Std. Dev. Min Max
............. -+
childactivit y| 19729 .3992093 .4897483 0 1
work | 19729 .2678798 .4428658 0 1
school | 19729 .8017639 .3986811 0 1
healthmat | 19729 .1233717 .3288717
healthfat | 19729 .0874347 .2824782 0 1
deathma | 19729 .0289929 .1677906 0 1
deathfa | 19729 .1129302 .3165155 0 1
_____________ -+
residma | 19729 .1150591 .3191013 0 1
residfa | 19729 .1792285 .3835533 0 1
yrschoolma | 18776 6.587505 4.306427
yrschoolfa | 17699 7.407198 4.475119 0 22
farm | 19729 .3447717 .4753058 0 1
owned | 19729 .8060723 .395383 0 1
hhsize | 19729 5.281819 1.927191 1 22
source: Authords calculation

A. 5. Return to Education Summary Statistics

0 18

Variable | Obs Mean Std. Dev. Min Max
___________ .-+
logearning | 11168 12.88975 1.32492 -.1823216 24.63529
logearning00 | 7409 12.00649 1.332627 -.2876821 20.43558
primary | 14998 .4439925 .4968698 0 1
primary00 | 10499 .4412801 .4965637 0 1
junior | 14998 .1482864 .3553955 0 1
junior00 | 10499 .1353462 .3421093 0 1
seniorhigh | 14998 .3229764 .4676294 0 1
seniorhigh00 | 10499  .29479  .45597 0 1
workexper | 11320 21.47067 13.21898 0 77
workexper00 | 10499 11.1863 13.47329 0 84
workexpersq | 11320 635.7157 725.3004 0 5929
workexpersq0 0| 10499 306.6457 632.1161 0 7056
___________ -+ [
workhours | 14998 32.83978 25.97111 0 140
workhours00 | 10499 32.15864 27.29276 0 140
maritalstat | 14998 .9252567 .2629855 0 1
maritalstat 00| 10499 .8567483 .3503461 0 1
working | 14998 .7547673 .4302394 0 1
working00 | 10499 .7173064 .4503301 0 1
source: Authords calculation
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