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ABSTRACT 

This study is an attempt to investigate the impact of economic shocks on child 

educational attainment. This effect has been evaluated for the rural area of Pakistan. 

We have estimated the shocks impact on child grade attainment using censored ordered 

probit model. The empirical evidence is reported for the rural areas of Punjab, Sindh 

and KPK. The data is taken from Pakistan Rural Household Panel Survey (PRHPS-

2012, round 1). The results show that shocks at household level are inversely affecting 

child grade attainment. Conversely, the effect of community level shocks on child grade 

attainment is insignificant for the whole sample as well as at disaggregated level. These 

results suggest that the support network should focus on both individual level and 

community level shocks. The household level shocks are of importance as these shocks 

are adversely affecting expenditure and consumption pattern of household concerned. 

Those households which face adverse shocks have lower wellbeing on multiple 

dimensions as compared to other households.   

Key words: shocks, grade attainment.
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CHAPTER 1 

INTRODUCTION 

Around the world households are exposed to various types of shocks both at 

household level and at aggregate level (Dercon, 2002). Both types of shocks may have 

significant impacts on the behaviors and investments of household in both physical and 

human capital (Hyder et al., 2015). 

Economics shocks creates financial disturbance to the households and this 

disturbance may impact the investment in education of their children. This is the 

channel through which shocks affect children education (Fitzsimons & Mesnard, 2007). 

Households in low income countries are vulnerable to negative economic shocks. The 

income volatility also occurs as a result of these shocks. The shocks resulted in 

disrupting the consumption and investment of households (Machin, 2002).  

The typology of shocks is of covariate and idiosyncratic shocks. Idiosyncratic 

shocks are those which are at individual level for example crop failure, job loss, 

transfers death of household, illness etc. These idiosyncratic shocks may be much 

localized. Covariate shocks are at community level, regionally or by the whole 

economy are known as aggregate shocks affecting larger group of households at the 

same time and in the same area for example market fluctuations and wealth adversity 

(Dercon, 2002). 

The insurance mechanism in developing countries is lacking behind. The 

undeveloped insurance mechanism of these countries make households more 

vulnerable when exposed to negative shocks. Due to lack of formal insurance markets, 

households adopt different shock coping mechanisms. Individuals may lower their 
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investment in children education by not sending their children to school or by 

decreasing the quality of schools or by sending the children to work to compensate the 

effects of shocks in short run.  

The impact of these shocks found to be different among different countries. 

Ferreira and Schady (2009) found the impact of aggregate economic shocks in different 

countries ranging from low income, middle income and developed countries. Child 

schooling get better in United States due to their well-developed insurance markets 

system. Goldin (1999) come out with the results that graduation rates and high school 

enrollment get increased in the times of great depression 1928-1938 because of the 

better functioning insurance markets. 

Child education is considered to be an important aspect of human development. 

Child schooling completion plays a very important role in social and economic 

development. Kurosaki (2004) states that Pakistan as a developing country in South 

Asian region lacks in human development. Most of people living in Pakistan are 

depending on agriculture. Rural household’s incomes mostly depend on agriculture. So 

any fluctuation in the agricultural sector affects incomes of individuals. Due to these 

income risk there exists fluctuations in their consumption as they lack in other safety 

net program. Haq (2012) argues that as the majority of the people in Pakistan lives in 

rural areas they are in contact to various shocks like floods, droughts as covariate shocks 

and illness, death and job loss as idiosyncratic shocks. Rural households use different 

shock coping mechanisms like selling their assets, taking loans, using their savings or 

by sending their children to labor market.  
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1.1 Research Gap 

A huge amount of previous research has been conducted showing how negative 

economic shocks effect child schooling. Parent’s decisions regarding the schooling of 

children have been examined in previous studies. In view of the previous empirical and 

theoretical literature, few studies in Pakistan have addressed the effects of negative 

shocks on child grade attainment. So in case of Pakistan further research is needed along 

this research domain. Children may get enrolled in schools but they may not complete 

their schooling and have to leave school for some reasons. So the progress of their 

grades need serious consideration. The present study will evaluate the effects of 

negative economic shocks on grade attainment. Previous studies only focused on the 

enrollment rate while examining the effect of negative shocks on child education. So 

the current study differs from previous studies as it considered both household level 

and community level shocks and analyze the impact on child grade attainment. This 

study has taken data from Pakistan rural household panel survey (2012) to find out the 

impact of negative economic shocks on child education attainment in rural Pakistan. 

1.2 Research Question  

What effect do negative economic shocks have on child grade attainment? 

1.3 Objectives of the Study 

The present study have following objectives to be fulfilled: 

 To examine the impact of negative economic shocks on child grade attainment 

in Pakistan.  

 To find out the gender disparity in child grade attainment.  
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1.4 Statement of the Problem 

The current study is related to Pakistan which is a developing country. The 

importance of education sector for any economy is due to the fact that it increases the 

efficiency and productivity of human which lead to the path of sustainable development 

for any country. The improvement in education sector is not only by increasing the 

enrollment rates but also by improving the grade attainment of children. In the case of 

Pakistan like many other developing countries education sector is not very effective 

which can be one of the reasons behind the slow progress of the country. The poor 

performance of education sector in Pakistan is due to the low enrollment rates at 

primary level, high level of grade repetition, high dropout ratio, high regional and 

gender disparities, quality of schooling, poor infrastructure and many other. The current 

study is interested in finding out the effect of negative economic shocks on child grade 

attainment. 

1.5 Motivation of the Study 

Education is one of the key component of economic growth for a country. In 

case of Pakistan as the best of my knowledge human capital investments in Pakistan 

are performing poorly. The main reasons of low human capital performance are the 

high dropout ratios, low enrolment rates and gender gaps in education. The research in 

education sector of Pakistan to find out the causes of these problems is required. The 

present study is trying to find out the reason behind the low educational attainment of 

children in rural Pakistan. There is a need to find out those factors which are affecting 

household’s decisions regarding child education attainment. In the current study I am 

focusing on negative shocks to which households’ decisions get affected. These shocks 

may not allow child to proceed to next grade and their current attendance also get low. 
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This study is important as it is focusing on the effects of individual and aggregate level 

shocks on the grade attainment of children in rural Pakistan.  

1.6 Plan of the Study 

The organization of the study has been in the following sequences. Chapter 1 

discusses the introduction to the topic.  Chapter 2 includes the literature about the topic 

of the study. The literature include the international as well as national studies. The next 

chapter 3 consist of the methodology and data source which the current study follow. 

The data used is taken from Pakistan rural household panel survey PRHPS (2012). The 

explanation of variables is also included in this chapter. Chapter 4 discuss the results of 

the analysis done by the current study while the last Chapter 5 is the summary and 

conclusion of the study. 
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CHAPTER 2 

LITERATURE REVIEW 

2.1 Introduction  

Education is compulsory and basic need for children as provided by the 

constitution of Pakistan. Education is an important and central factor for human capital 

development. The ranking of Pakistan in terms of human capital index is reported to 

have dropped from 109 to 113 out of 124 countries (Afridi, 2016). According to a report 

47 percent of the children aged from 5-15 years are out of schools, 69 percent of 

children continue their schooling reach to primary level and those who continue their 

schooling till secondary are only 28 percent (Chaudhry, 2016). So children educational 

attainment problem need to be addressed. In Pakistan the percentage of children moving 

to higher grade levels is low. The study is conducted to find out one of the many reason 

behind the low educational attainment of children in rural Pakistan. Negative shocks 

are considered as one of the factor to which affect their decisions related to children 

education. Negative shocks affect child grade attainment by not letting the children 

progress to next grade level. The review of the previous literature regarding negative 

shocks and child grade attainment is presented here which help us in our study.  

Zamand and Hyder (2016) tried to determine how negative shocks disturb 

human capital development. Data from four different countries is taken such as 

Ethiopia, Peru, Vietnam and India. The study shows the effect of two main climatic 

shocks such as excessive rainfall and droughts on the children aged 14-16 years in four 

countries. All of these countries have diverse background. In this context they take 

human capital as both schooling outcome and health. Different types of shocks are 

considered socioeconomic shocks such as (death of parents and divorce), economic 

shock for instance (unemployment and livestock loss) and climatic shocks for instance 
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(floods and droughts). By affecting the incomes of households they effect children’s 

welfare in the short run. They do effect child development when it occur in the critical 

stages of children development. 

Ge (2015) analyzed the impact of economic reforms of State Owned Enterprises 

(SOEs) in China in mid-1990s which has labor earning distribution and incomes of 

families in urban areas. Due to these reforms there comes an earning gap between the 

workers of SOEs and non- SOEs worker. The paper aims to find out the difference 

between the educational attainment of children whose fathers are SOEs worker and the 

children whose fathers are non-SOEs worker. The children of SOEs workers are less 

likely to attend their high school and college as compared to the children of non-SOEs 

children. The difference in the educational attainment of these children is due to the 

increase in earning gap between SOEs and non- SOEs workers. The evidence in the 

paper shows that the impact of shocks of economic restructuring on the educational 

attainment of children of next generation is adverse. Difference model is used to 

estimate the effect of economic shocks. 

Thai and Falaris (2014) attempted to investigate that there are adverse effects of 

rainfall shock on child school entry and school progress of children. During the 

pregnancy and the third year of early childhood the rainfall shock negatively affects the 

human capital of children. The regional differences are also estimated which show that 

region where families have less consumption smoothing ways in shocks are adversely 

affected. The estimation is done by using the reduced form equations. The study is 

conducted at Vietnam which is a developing country and it has significant level of 

poverty and malnutrition problems. Institutions in Vietnam are not that effective which 
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could help rural households to survive with adverse wealth shocks. The adverse rainfall 

shocks affect the child health which then effect child schooling.  

Colmer (2013) stated that future income shock is being measured by using 

climate change as a proxy. The study showed that how parental income fluctuation due 

to negative aggregate climatic shocks effect children education and working hours. The 

effect of such climate change on education is not found means that variability of climate 

change does not alter decision regarding school enrollment and the educational 

performance of children. Households increase child labor in farms to minimize the 

effect of future negative shock on incomes. This increase in time spent by children on 

farm activities effect their performance in schools. As due to climate variability children 

have to work both in farm and at home which lead to less time devoted to their studies. 

Hyder, Behrman and Kohler (2012) conducted study to check the impact of 

shocks on child schooling. The determinants of child schooling in this study are child 

current status of schooling and child grade attainment gap. Both types of shocks such 

as idiosyncratic and community level shocks are included in the current study. The 

children of age 6-15 has been taken for doing analysis in the study. The panel data is 

taken from Malawi household survey from two years. Results show greater impact of 

community level shocks on child schooling as compared to individual level shocks. 

This is due to the community support network for idiosyncratic shocks. The probit 

model is used for the estimation. The grade attainment gap for female is lower than that 

of male. Investment in female education is affected more than that of male individuals. 

Hunter and May (2011) conducted a study in South African region which shows 

whether or not the schooling of children get disrupted by household’s shocks. The study 

investigates the reason behind children drop out from school and grade repetition in 
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South Africa. The collected data shows no association between children schooling 

disruption and shocks. 

Espino and Sanchís (2010) examined the impact of economic shocks in the form 

of economic crisis on the social well-being of five Latin American countries i.e. Brazil, 

Argentina, Jamaica, Mexico and Peru. Different indicators of health, mortality, 

education and poverty were considered. Different methodologies were used and data 

was taken from past crisis also. In the analysis the economic shocks variable is defined 

as the decline in the GDP per capita in the respective countries. The results of the study 

indicates that child health and child mortality are negatively correlated to economic 

shocks. Ambiguous results have been found in case of education. Education level gets 

increase in some of these countries because of the recession caused in labor markets so 

parents prefer to send their children to school. Also the demand for educated people 

rises in the economies so to get benefit in the long run parents do not lower the 

expenditure of the education of their children rather they reduce the investment in child 

health.  

Vásquez and Bohara (2010) evaluated the effect of negative shocks i.e. 

socioeconomic shocks and natural disasters on child education and child labor in 

Guatemala. The study uses the aggregate level shocks to determine the impact on child 

schooling. The poor household in Guatemala rely on child labor as a strategy to buffer 

when face some kind of socioeconomic shocks. The results shows no evidence on child 

schooling reduction by households to buffer shocks. The estimation are done by using 

bivariate probit model. Evidence has been found an increase in schooling in case of 

natural disaster. The comparison of results has been made with previous studies. 
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Pedro et al. (2010) investigated the impact of the global crisis on human capital 

development. The assessment of development indicator get affected by the past 

economic shocks is done. It is determined that the impact varies with countries defined 

along the axis of rich, middle and high income countries. In the times of any economic 

crisis rich countries education and health indicators get enhanced but the indicators of 

human development get lowered in the poor countries. This difference is due to the 

institutional difference in these countries as developed countries have better 

institutional structure than those of poor countries. Insurance markets in developed 

countries are working better than those of poor countries insurance market. As 

household have the buffering strategy in terms of the formal insurance markets so their 

investment in human capital may not get decreased even in the times of shocks. 

Debebe (2010) conducted a study in Ethiopia to observe how the agriculture 

shocks affect children i.e. child schooling and labor. In Ethiopia parents use their 

children to compensate the effect of shocks as the income of households depends on 

the agriculture so any kind of negative agricultural shocks affect their income which 

then effect consumption and investment. As education is considered to be an investment 

in human capital so if household’s income get affected due to some negative shocks 

then the effect passes to their investment in children.  To buffer the effect of shocks 

parent make their children to work with them in farms. But the results found shows that 

the negative agricultural shocks may not affect the schooling of children as they 

somehow manage to attend school as well as their work in farms. So the agricultural 

shocks may increase their work in farm but do not disturb their schooling attendance. 

Kim and Prskawetz (2010) determined the impact of idiosyncratic household 

shocks impact on the educational expenditure, fertility and household consumption. 
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The study found that the mechanism to buffer shock are much efficient for the 

individuals facing some sort of negative shocks. But in the case of an unemployment 

shock Indonesian households use children for consumption smoothing by sending them 

to labor market and making them to earn. The unemployment of parents compelled 

them not to spend on children education. The shocks of unemployment lead to loss in 

child human capital in the long run by affecting the expenditure of children education.  

Fernandez et al. (2010) illustrated that in five different Latin American countries 

how the global crisis effected the social indicators of education, mortality, health and 

poverty. Ambiguous effect have been found on child education. The ambiguity in 

results is due to the fact that some countries shows that the recession crisis delays child 

schooling but other countries child attendance seems to get increased due to crisis. 

Kim and Garcia (2010) referred to the negative economic shock which is the 

economic downturn in Jamaica that effect the human development indicators of 

education and health. During the slowdown of economic growth in Jamaica the children 

school enrollment in primary schools get decreased but the school attendance of 

children get increased controlling all kind of endogeneity for growth. Results are 

showing mixed impacts of such economic fluctuations.  So the economic shock does 

not affected the school attendance but affected school enrollment. 

Edmonds et al. (2009) founded evidence for the increase in the school 

attendance and decrease in the child labor in urban India. This change in that time 

allocation of children was due to the economic changes in the economy. During this 

period of time trade liberalization occurred in India. The effect of trade liberalization is 

greater in urban area than in the rural parts of India. This macroeconomic shock has 
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positively affected schooling of children while negatively affected labor of child. The 

different results found is also due to the nature of a shocks which is a positive shock. 

Ferreira and Schady (2009) studied the impact of aggregate economic shocks 

on child schooling. Ambiguous impact has been found due to the tension between 

income and substitution effect. The impact of aggregate shock varies across different 

countries. In rich countries like USA, the education of children gets improved in the 

times of recession. The impact of aggregate shock is negative on child schooling in 

poor countries of South Africa and low income Asian countries. The education of 

middle income countries also get negatively affected by the aggregate economic 

shocks. The reduction in the schooling of children will lead to low human capital for 

poor countries  

Guarcello et al. (2009) used a unique data set to assess the effect of idiosyncratic 

shocks and credit constraints on the decisions related to child time allocation. Results 

find that schooling decisions and children’s work has a determinant of credit constraint 

discussed. Any kind of shock exposure forces parents to make decisions to send their 

children to work and the buffering strategies like insurance leads to increased schooling 

and decreases the chances of child entering to market. Separately the effect of credit 

constraint and shock are estimated on child schooling decision and child labor supply. 

Findings of this study suggest the importance of credit rationing in decisions about child 

schooling. 

In African countries there is a tradition of child fostering, biological parents due 

to certain reasons send their children to other families. One of the reasons to send the 

child to other family is living in risky environment. Any kind of idiosyncratic shock 

will force parents foster their child. This child fostering phenomenon can negatively 
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affect the child welfare which includes child schooling. The author finds that parent’s 

child fostering decision also gets affected due to idiosyncratic shocks evidenced from 

Burkina Faso. The household’s ability to foster their children gets affected by these 

kinds of shocks (Akresh, 2009). 

The study of Woldehanna and Hagos (2009) investigated the impact of both 

idiosyncratic and covariate shocks on the children dropping out of primary school using 

accelerated time hazard model. The shocks defined in this article were death, crop 

failure, and drought, the death of a livestock or the death of member of a household. 

The results have found significant effects of shocks on children dropping out of school. 

Agricultural volatility in low income countries affect the investment on children 

by their parents. In most of the low income countries people in rural areas are dependent 

of agricultural incomes. The adverse weather conditions that affect badly the 

agricultural position due to which the agricultural incomes falls. The decline in 

agricultural income decrease parental investment in children schooling. Evidence 

shows that the school enrolment of children suffering from adverse agricultural 

conditions decline. These economic shock have lasting impacts on human development 

of a country (Jensen, 2009). 

Dillon (2008) determined that children activities like schooling, market and 

domestic production get affected from Household level idiosyncratic shocks. Children 

do have multiple domestic and market production activities for their households which 

help household in the improvement of their income and they do not have to overwork 

for their livelihood. Child labor if it’s not worse enhances the human skills of child but 

it also affect the quality and quantity of child schooling. The effect of shocks is 

important to study for the welfare of children and for the substitution effect on children. 
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Weekly hours of work by child get increased by large shocks in production and the 

schooling time gets reduced due to small shocks in production. The idiosyncratic shocks 

faced by households increase hours spent on work which will then reduce schooling. 

Escobal (2007) evaluated that how the human capital investment is affected by 

economic shocks in Peru. By using the data taken from living standard measurement of 

Peru since 1997-2000 the estimations has been done. The study resulted in finding the 

impact of shocks on quality of schools but no significant effect have been found on the 

quantity of schools. As a result of shocks parents decrease the educational expenditure 

by sending their children to government schools rather than private schools. The 

government schools are not much efficient than those of private schools. Parents also 

asked their children to join market which then effect the quality of schooling.  

In Brazil children time allocation for schooling and employment has been 

measured using bivariate probit regression analysis. If the male headed household get 

unemployed the child girls from age 10-14 may enter into labor force and decrease 

grade advancement probability. Although the effects of unemployment of household 

were found out to be statistically significant but it has still a very small magnitude. 

While in case of gender the impacts on boys is very small and not significant 

statistically. Households use female child to buffer the transitory shocks (Duryea, Lam 

and Levison, 2007). 

Christiaensen and Asad (2006) found the impact of crop failure shocks on 

children schooling as quality and nature. They found that the shocks majorly affect the 

investments of households in children. The gender discrimination element also comes 

out as a result. The crop shocks adversely affect the enrollment of females as during the 

period of shocks the enrollment of girls is 12 percent less than that of boys. Also the 
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schooling outcomes of boy’s do not get affected by these shocks but the decline in 

enrollment and completion rates of girls is clearly shown. 

During the crises of 1990’s in Russia, income and consumption patterns get 

highly fluctuated. Many household faces the wage arrears after the crisis. Several 

studies shows that Russian consumption gets affected due to the income shocks 

households faced. The ability of household with better education is more than less 

educated people or people with no education. So human capital development is 

necessary to cope with these types of income shocks. More educated households know 

how to smooth their consumption. Two step method has been used to estimate the 

effects. Russian households partially protect their consumption from the income shocks 

and the effectiveness increased with more human capital and wealth (Mu, 2006).  

The idiosyncratic shocks in Mexico during the peso crisis effects schooling. Job 

loss of a head of a household does not shows any significant impact on schooling of 

their teenage children. Although some evidence shows higher probability that teenage 

girl’s may not be able to attend school. This is due to the reason that  female partners 

started working as a coping mechanism for such kind of idiosyncratic shocks in Mexico 

due to which the domestic chores need to be done by teenage females but still this does 

not affect their schooling performance (Skoufias and Parker, 2006). 

Rucci (2003) determined the impact of economic crisis in Argentina (1998) on 

the decision of enrollment of child. The survey used in the study is the permanent 

household survey from 1996-2002 and covered the 29 major cities of Argentina. The 

drop out of children from school get increased due to the crisis and it also effected the 

school attendance of children. The incomes of households fell by 55 percent which 

caused a decline in the probability of school joining of children aged 12-17 years from 
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4.7 to 12 percent. Those children who belonged to poor households were majority 

affected by this income shock and the re-enrollment rates of these children were found 

to be very low. 

Siddique (2002) examined the effect of income shocks on intra-household 

decision making. Rainfall is used as a variable of shock. By using the techniques of 

ordinary least square OLS and instrumental variable estimation methods data related to 

the time spent on different activities is analyzed. The gender disparity element was 

found in the results. The effect of shocks on boys and girls educational are found to be 

different. The education of females is affected more than that of males. As due to this 

shock households are reluctant to invest in their female child and they invest more in 

their male child. The gap between males and female educational attainment gets 

enlarged. 

Emmanuel and Parker (2002) said that the aggregate level shocks also affect the 

children and adult time allocation. Mexico peso crisis shocks in the labor market 

affected the time allocation of adults and children. The shocks increased the probability 

that children might not be able to attend school in the next year. The difference 

regarding gender difference is also being found in the results. Macroeconomic crisis 

affect the labor income directly and the indirect way of affecting labor household 

purchasing powers by the keeping the salaries low and raising the inflation rate.  Data 

was being collected from the survey in the urban areas of Mexico for the purpose of 

current research. The model used is intertemporal model of labor supply. Girls 

schooling get more affected by these shocks. So economic crisis not only increased the 

intergenerational poverty level but also the inequality and gender based preferences.  
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Frankenberg, Thomas and Beegle (1999) found that the economic crisis in 

Indonesia affected many of their development indicator one of which was education. 

During the years of 1997 and 1998 enrollment rate of children aged from 13-19 years 

declined. The enrollment rate declined from 33 percent in 1997 to 38 percent in 1998. 

The two year crisis also impact the percentage of child drop out (aged 7-12 years) which 

got tripled due to Indonesia crisis. The impact of the crisis is larger on the poor children 

than on rich one. In the similar way the schooling drop out ratio of children from poor 

background got more affected more than that of children with better background. 

Child schooling depends on the parent’s capability to invest in child human 

development. Economic shocks affect the parent’s capacity to invest in human capital. 

Positive relation was found between parental income and child schooling. Pakistan as 

a developing country has not very effective insurance mechanism system against any 

kind of shock. Households make their investment decision relying on their income. Any 

shock disturbing the parental income will itself lead to negatively impacting children’s 

education decision (Burney, Irfan, 1991). 

2.2 Conclusion 

The above literature shows that around the globe various studies have been 

conducted to determine the importance of negative economic shocks as a key 

determinant for households in making decisions about their children education. The 

vulnerability of poor households due to these shocks make parents to decide whether to 

send their children to school or work. The effect of shocks varies across different 

countries. The developed countries due to the well-structured insurance markets are 

able to cope with these shocks. Studies conducted in developing countries on the other 

way round have resulted in showing negative relationship between negative economic 
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shocks and child schooling which means that due to the occurrence of any negative 

economic shocks child schooling decreased. Positive relation has been found between 

child labor and negative economic shocks in the previous literature. In rural areas 

parents are not much educated and they are not aware of the importance of education 

and when they get hit by these negative economic shocks they find it more useful to 

involve their children into economic activity than to send them to schools. Most of the 

previous studies focused only on the enrollment status of child but this study is focusing 

on child grade attainment which is measured by years of schooling completed. The 

PRHPS survey gives details information on both these variables. The present study also 

incorporated both individual level and aggregate level shocks. The literature about child 

educational attainment decisions in the times of negative economic shocks is not very 

extensive in case of Pakistan. There is a need to explore more in this area of study. 

Poor households are typically exposed to broad array of shocks in rural 

communities. The loss of income may be caused by the illness or unemployment of an 

adult household member. Any family member illness can require unexpected health 

expenditures. Those households whose livelihood is directly or indirectly related to 

agricultural activities may get their income affected by shocks such as floods, droughts, 

hurricanes, crop failure, and fire. Households response to these shocks for the protection 

of family consumption consist of wide range of coping strategies that mostly include 

taking loans, drawing down liquid assets held by the household, and asking for 

assistance from informal insurance structure. Another shock coping instrument include 

children. Children can be sent to work to assist the households to absorb shocks and 

taken out of school to save on costs when the sustenance of consumption of households 

is difficult. Children may get involved in household chores, can work on home-based 

enterprises or can work in labor markets. The problem arises when those children 
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however temporarily taken out of school may less likely to return to schools so in that 

way they are not able to attain higher educational grades. So these shocks have 

permanent effect on children future earnings and child human capital development 

when parents take their children out of schools. 
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CHAPTER 3 

METHODOLOGY AND DATA 

This chapter discusses the methodology we are going to use in this study and 

the related variables and data source. Section 3.1 demonstrates the estimation 

techniques which include the censored ordered probit model for child grade attainment. 

Section 3.2 shows different type of variables used in this study. There are two 

types of variables i.e. dependent and independent variables. Child grade attainment is 

taken as dependent variables and for independent variable we are taking two types of 

shocks namely aggregate and individual level shocks and we also include some control 

variables for our study. Section 3.3 consists of the details about data source from which 

we collect our data and the description of the data. 

3.1 Estimation Strategy 

To examine the impact of shocks on child grade attainment we are using 

censored ordered probit model. As a dependent variable we are taking years of 

schooling completed as a measure of child grade attainment. One of the advantages of 

using grade attainment instead of school enrolment is that it gives the representation of 

growing investment in child schooling. 

We have developed a probit model to check how shocks impact child education 

attainment and model of grade attainment is given below as eq.1 

𝒚𝒊𝒉 =  𝜶° + 𝜶𝟏𝑺𝒊𝒉 + 𝜶𝟐𝑪𝒊𝒉 +  𝜶𝟑𝑯𝒉 +  𝜶𝟒𝑼𝒊𝒉 +  𝜺𝒊𝒉  … …      𝟏 

In eq. 1  yih is the dependent variable which shows the grade attainment of child 𝑖, 

household ℎ. 𝑆𝑖ℎ is the independent variable which represent two type of shocks namely 

idiosyncratic and aggregate level shocks. 𝐶𝑖ℎ Variable indicate the characteristics of 
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child that include age, gender where 𝐻ℎ is the variable of household characteristics i.e. 

parental education, household head gender and household per capita expenditure; 𝑈𝑖ℎ is 

the provincial differences; 𝜀𝑖ℎ is the error term. 

The censored ordered probit model addresses some problem related to the 

measurement of grade attainment. First of all the censored ordered probit model 

considered the fact that the grade attainment is representative of ordered discrete 

choices that  whether a child will move to the next grade level or will withdraw from 

school (Holmes, 1999). Grade attainment is considered to be right censored. Right 

censoring occurs for those children who are currently enrolled in school, the final grade 

attainment of these children is unknown. To treat the grade of currently enrolled 

children by taking it equal to those who have stopped at same grade level that would 

give biased estimates for true grade attainment (Glick and Sahn, 2000). The censored 

ordered probit model deals with this problem in measuring grade attainment of children, 

these are the reasons because of which we are using the censored ordered probit model. 

Other techniques like OLS and 2sls do not address these issues. The problem while 

using Ordinary Least Square (OLS) is that these techniques do not consider this 

censoring and take it as identical with those who are currently enrolled in school and 

children who have completed their years of schooling. This may lead to biased 

estimates of the impact of shocks on child grade attainment (Mckenzei and Repoport, 

2007).  As we know that the years of schooling attained is a series of ordered discrete 

choices. The techniques of OLS assume a continuous distribution for dependent 

variable i.e. years of schooling attained. For the continuation of next level of education 

(i.e. primary to middle) and to continue for an extra year of schooling once an individual 

has reached a certain level of education  (i.e. secondary level) are two different choices 

and should be modeled differently. 
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We have use censored ordered probit to model grade attainment. The censored 

ordered probit was originally developed by King and Lillard (1987) to study grade 

attainment.  

As discussed above the issues of OLS due to which  King and Lillard (1987), 

Glick and Sahn (2000), Holmes (2003), Mckenzei and Repoport (2007), Glewwe and 

Jacoby (1994), Maitra (2003), Zhao (2010) have used the method of censored ordered 

probit model which is the extended form of ordered probit model.  

Again the model of educational attainment equation 1  

𝒚𝒊𝒉 =  𝜶° + 𝜶𝟏𝑺𝒊𝒉 + 𝜶𝟐𝑪𝒊𝒉 +  𝜶𝟑𝑯𝒉 + 𝜶𝟒𝑼𝒊𝒉 +  𝜺𝒊𝒉 

𝒚𝒊𝒉 is defined as the variable for completed year of schooling and 𝒚∗  is defined as the 

latent desired level of schooling which is dependent on explanatory variable(𝑿) and 

error (𝜺). 

Now the latent desired level of schooling is given as below: 

𝒚∗ =  𝜷𝑿 + 𝜺 

The survey that have used had no data on the latent desired level of schooling, 

the survey data have the information regarding the years of schooling completed. In 

practice we do not observe desired level of schooling 𝒚∗. For those individuals who 

have finished schooling, we observe a discrete level of schooling completed 𝒚. 

𝒚 = 𝟎 𝒊𝒇 𝒚∗ ≤ 𝝁° 

𝒚 = 𝟏 𝒊𝒇𝝁° < 𝒚∗ ≤ 𝝁𝟏 

𝒚 = 𝟐 𝒊𝒇𝝁𝟏 < 𝒚∗ ≤ 𝝁𝟐 
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𝒚 = 𝒏 𝒊𝒇𝝁𝒋−𝟏 ≤ 𝒚∗  

Here’s 𝝁𝒊 are cut-off points that indicates the transition of education from one 

level to the other. For example for a probability that a non-enrolled individual observed 

to have completed two years of schooling (𝒚 = 𝟐) is the probability that the value of 

latent schooling attainment function 𝒚∗  lies between 𝝁𝟏 and 𝝁𝟐. For individuals who 

have completed their education, we took that lower value of 𝒚 which falls between two 

cut-off points. For other individuals who have not been to school 𝒚 will be normalized 

to zero.  For those Individuals who are currently enrolled will be rightly censored with 

unknown desired schooling level, and we know that they will at least complete their 

current level of schooling. 

The probability that the values of latent desired level of schooling fall within 

certain threshold brackets can be written as: 

𝑷(𝒚 = 𝟎) = ∅(𝝁° − 𝜷𝑿) 

𝑷(𝒚 = 𝟏) = ∅(𝝁𝟏 − 𝜷𝑿) − ∅(𝝁° − 𝜷𝑿) 

𝑷(𝒚 = 𝟐) = ∅(𝝁𝟐 − 𝜷𝑿) − ∅(𝝁𝟏 − 𝜷𝑿) 

. 

. 

𝑷(𝒚 = 𝒏) = 𝟏 − ∅(𝝁𝒏−𝟏 − 𝜷𝑿) 
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3.2 Variable Description 

3.2.1 Dependent Variable 

 

Grade Attainment 

The dependent variable in our study is the status of child grade attainment. In 

order to capture the completed level of education and transition from one education 

level to another, an ordered discrete variable for schooling has been used. The variable 

(educational attainment) is classified into six (6) different groups, no schooling, 1-4 

years of schooling, 5 years of schooling (completed primary), 6-7 years, 8 years 

(completed middle), 9 years of schooling, 10 years of schooling and above (completed 

secondary or above). Those children who are still attending school are included. 

3.2.2 Independent Variables 

 

Economic Shocks 

The independent variable used in this study includes economic shocks, we 

include two kinds of shocks in our study. The first type of shock is of aggregate level 

shocks faced by the overall community represented by dummy variable having value 1 

if there exist any shocks otherwise 0. The second type of shocks is dummy variable for 

individual level shocks created to check out the impact of idiosyncratic shocks on status 

of child grade attainment. The survey included the information regarding shock faced 

by households at individual level as well as shocks faced by the community at large. 

Child Gender 

The control variable of child gender has significant effect on child educational 

attainment. In developing countries households preferred to send their male children to 
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school in comparison to their female child. But in case of shocks parents may send their 

male children to work. The dummy variable is used to capture the impact of child 

gender on child grade attainment and years of schooling. For measuring the gender 

variable we use dummy variables having value 1 if the child is male and 0 if female. 

Child Age  

The other variable is the age of the child. Age also plays an important role in 

determining children schooling. In this study children of age 5-15 have been 

considered. Cyril (2004) determines that the higher age children are more likely to get 

affected at the times of economic crisis. Due to labor markets demand they may have 

to leave their school to help their family in the times of crisis. The study used the 

variable of age as a continuous variable. 

Parental Education  

One of the determinants of children education is the education of parents. They 

are more concerned about the education of their children’s. Also educated parents are 

less likely to take out their children from school when exposed to shock. Education is 

an investment of parents in children. Jamal (2014) analyzed that there is a high 

probability that non- educated parents do not pay attention towards their children’s 

education and they send them to work as they do not consider education as an 

investment.  

Household Expenditure  

The per capita expenditure of a household is also an important factor to 

determine child schooling. Households make decision of education of their children 

based on their household expenditure. When household gets exposed to some negative 
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shocks any increase or decrease in the expenditure of household does effect child 

schooling. A complete section in the PRHPS (2012) gives us the information regarding 

expenditures of household.  

Household Head Gender 

The gender of the head of the household is also very important in determining 

the child educational attainment. The decision in the rural side of Pakistan about 

children education are made by the head which may not necessarily be the parents of 

the child because in the rural part of Pakistan there exist a joint family system. So this 

variable must be included in the current study.  

Province 

The current study has included three provinces Punjab, Sindh and Khyber 

Pakhtunkhwa (KPK). The estimates give us information about the differences in child 

grade attainment of these three provinces. 

3.3 Data  

3.3.1 Data Source  

The study used the data that is taken from Pakistan Rural Household Panel 

Survey (PRHPS-2012). Households covered by Pakistan Rural Household Panel 

Survey (PRHPS-2012) are 2090 households in which total members are 13378 in rural 

areas of the three provinces Punjab, Khyber Pakhtunkhwa (KPK) and Sindh in primary 

sampling units of 76. Through this survey information on large number of topics such 

as education, migration, assets and savings, participation in social safety nets, time use, 

sources of income, loans and credit, nature of employment, consumption pattern, 

economic shocks and household aspirations were collected. This study sample consists 
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of 3896 children which are aged from 5-15 years taken from PRHPS-2012. The reason 

for using this year data is that the information required for the study is not available for 

the current years. 

3.3.2 Data Description  

The data of Pakistan rural household survey (2012) contains a set of the 

questionnaire which include both individual level and community level shock questions 

asked from households and from the whole community. Community level shocks are 

events like flood, earthquake, and fire that are included in community questionnaire. 

The household level shocks are illness, death, loss of employment etc. and there is a 

separate section about negative events and shocks in household questionnaire. The 

community questionnaire give information that includes 3 provinces from which total 

of 19 district were taken and 4 mouzas within each district were selected, this makes 

the total of 76 mouzas.  

Table 1: Community Level Shocks 

 

 

Community shocks  

Did your village face any disaster 

during last 5 years 

Total 

No (percent) Yes (percent) 

 

 Fire 90 10 76 

Flood/typhoon 56.5 45.2 76 

Drought 85.5 14.5 76 

Earthquake/landslide 100 0 76 

Famine 100 0 76 

Epidemic 94.7 5.2 76 

Civil unrest or violence 100 0 76 

Crop Insect/disease 

outbreak 
53.9 46.1 76 

                  Total 518 92 610 

Source: Pakistan Rural Household Panel Survey PRHPS (2012). 
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In the community questionnaire respondents are asked a question about shocks 

that “did your village faced any disaster during last 5 years” and the responses are given 

as Yes or No. the current study has included the recent two years shocks. According to 

the table 1 each of the community shock question was asked in each of 76 mouzas and 

total number of communities are 610. Table 1 presents the percentages of responses of 

community level shocks within each village. 

The community shocks included in the questionnaire are fire, flood/typhoon, 

drought, earthquake, famine, epidemic, civil unrest or violence, crop insect/disease. The 

highest percentage at community level shocks is crop insects/disease outbreak then is 

flood/typhoon which is 45.2, Table 1 represents the percentages by which the village 

gets affected by these shocks. 

Table 2: Did your Village Faced any Shock during Last 5 Year 

Community level shocks Frequency Percent 

 

No 69 90.8 

Yes 7 9.2 

Total 76 100.0 

Source: Pakistan Rural Household Panel Survey PRHPS (2012). 

Given in the table 2 the household reported affecting the community level 

shocks in yes or no form. The responses when asked about shocks are that 90.8 percent 

reported no while 9.2 percent reported yes. This frequency is measured from the number 

of mouzas i.e. 76.  

The questionnaire include different type of negative events or shocks faced by 

individual level which is not affecting the whole community but it does effect the 

household. The most common among them are medical expenses due to some injury, 

house damage and wedding expenses. The individual level shocks are directly affecting 

the family. 
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Table 3: Did your Household Face any Negative Shock during Last 5 Years? 

Responses  Frequency Percent 

 

No 712 49.2 

Yes 735 50.8 

Total 1447 100.0 

Source: Pakistan Rural Household Panel Survey PRHPS (2012). 

 

In the household questionnaire respondents are asked a question about shocks 

that “did your household faced any negative shock during last 5 years” and the 

responses are given as Yes or No. Table 3 indicates that most of the household faced 

some kind of negative shock or event at individual level. The total number of 

households from whom the question about individual level shocks have been asked are 

1447. When asked at household level about 50 percent of the household replied with 

yes and the percentage of households replying no was found out to be 49.2 percent.  

The distribution with respect to gender and province of children ever attended 

school are given in table 4. The data collected in the survey shows that the lowest 

percentage of children ever attended or enrolled school is found in Sindh when we see 

the distribution province vise and Punjab is better than Sindh and the highest percentage 

of children ever attended school is found in Khyber Pakhtunkhwa (KPK) provided by 

the data of Pakistan rural household panel survey (2012). 
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Table 4: Gender and Province Vise Distribution of Child Ever attended School 

Child Gender Province ID Total 

PUNJAB SINDH KPK 

MALE 
ever attended school 

No 307 375 23 705 

Yes 894 218 178 1290 

Total 1201 593 201 1995 

FEMALE 
ever attended school 

No 422 421 50 893 

Yes 745 132 127 1004 

Total 1167 553 177 1897 

Source: Pakistan Rural Household Panel Survey PRHPS (2012). 

The distribution with respect to gender and province of children currently 

enrolled or attending the school is given in detail in table 5. In case of currently attended 

or enrolled children the highest percentage of male children who are still attending 

schools is in Kpk which is 84% and Sindh has the lowest percentage of lowest in male 

child current enrolment which is 34% provided by the data of Pakistan rural household 

panel survey (2012). 

The lowest percentage of female child enrolment is also found in Sindh which 

is 18%. Kpk is better than Punjab and Sindh in current child enrolment. 

Table 5: Gender and Province Vise Distribution of Child Still Attending 

Child Gender Province ID Total 

PUNJAB SINDH KPK 

MALE 

still attending 

school 

no 78 16 8 102 

yes 816 202 170 1188 

Total 894 218 178 1290 

FEMALE 

still attending 

school 

no 132 31 14 177 

yes 613 101 113 827 

Total 745 132 127 1004 

Source: Pakistan Rural Household Panel Survey PRHPS (2012). 
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As given in table 6 on average, the overall rate children enrollment rate is 

51.7% in according to the data of Pakistan Rural Household Panel Survey (PRHPS-

2012).   

Table 6: Gender and Province Distribution of Child School Status 

 

 

Child Gender    

Province ID Total 

PUNJAB SINDH KPK 

Total 

child 

school 

status 

ever attended 942 843 96 1881 

currently 

attending 
1429 303 283 2015 

Total 2371 1146 379 3896 

Source: Pakistan Rural Household Panel Survey PRHPS (2012). 

 The table 6 represents the gender and province vise distribution of both the 

currently attending and ever attended children. The graph shown below also depicts the 

children attendance across the provinces with respect to gender.   

Figure 1: Gender and Province Distribution of Child School Status 
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The below table 7 shows the years of schooling completed by children.  

Table 7: Child Years of Schooling Completed 

Years of schooling completed  Frequency Percent 

1.  

Kacchi/Pacci 2111 54.2 

Below primary 1116 28.6 

Primary completed 277 7.1 

Below middle 238 6.1 

Middle completed 108 2.8 

Below secondary 32 .8 

Secondary completed or above 14 .4 

Total 3896 100.0 

Source: Pakistan Rural Household Panel Survey PRHPS (2012) 

We have divided the years of schooling completed by children to six different 

groups first kacchi / pacci, below primary, primary completed, below middle, middle 

completed, below secondary and secondary completed. The study has taken children 

aged 5-15 years and the table shows that about 54.2 percent children have completed 

kacchi/ pacci class, 7.1 percent have completed primary, and 2.8 percent have 

completed middle, and 0.4 percent have completed secondary. 

3.4 Conclusion 

This chapter has detailed about the methodology and the estimation techniques 

that is used for analysis of the data. The chapter has also provided details about the 

variables that are being used in the study and also about the importance of these 

variables. Further this chapter includes the description of data used in the current study 

for analysis. 
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CHAPTER 4 

RESULTS AND DISCUSSION 

4.1 Introduction 

This chapter will be discussing the descriptive statistics related to the data and 

results of the study. The impact of negative economic shocks on child grade attainment 

in rural areas of Pakistan has been discussed in this chapter. We use censored ordered 

probit model to investigate the effects of negative economic shocks on child grade 

attainment.  

The descriptive statistics of the study are given in the table 8 stated in the forth 

coming pages. The results of the censored ordered probit model are represented in tables 

9 and the separate results of male and female are given in table 10. 

Table 8: Descriptive Statistics 

Variables Observations Mean Standard 

Deviation 

Min Max 

Shocks  

Household level shocks         3896 0.5023 0.5001 0 1 

Community level shocks      3896 0.0236 0.1519 0 1 

Child Characteristics 

Age child                             3896 9.7543 3.1590 5 15 

Gender child (Male) 3896 0.5128 0.4999 0 1 

Child years of schooling        3896 0.7854 1.1323 0 6 

Child school status                 3896 0.5172 0.4998 0 1 

Household Characteristics 

Fathers education                   3896 0.9651 1.2175 0 6 

Mothers education                 3896 0.2331 0.6761 0 4 

Head gender (Male)                   3896 0.9887 0.1057 0 1 

Per capita expenditure          3896 19963 26464 475 391970.

3 

Community Characteristics 

Punjab 3896 .6085729 .4881322 0 1 

Sindh  3,896 .2941478 .4557172 0 1 

KPK 3,896 .0972793 .2963757 0 1 

Source: Pakistan Rural Household Panel Survey PRHPS (2012 
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The above table 8 represents the descriptive statistics of the data from Pakistan rural 

household panel survey (2012).  

In our study we are taking two type of shocks i.e. household level shocks and 

community level shocks. Shocks are represented by dummy variable having a 

maximum value 1 if the respondent response is yes and the minimum value of 0 if the 

respondent response is no. Age variable represent children aged from 5-15 years old 

which are included in our study. We have total sample of 3896 children in our study. 

The gender variable represents the male child with value 1 and female child with value 

0. For child years of schooling completed we have classified the completed years of 

schooling by child into six different groups. The minimum value is 0 and the maximum 

value is 6.  Group represents the kacchi/pacci/ no schooling, first group represents 1-4 

years of schooling (below primary), second group represents 5 years of schooling 

(primary completed), third group represents 6-7 years of schooling (below middle), 

group fourth represents 8 years of schooling completed (completed middle), group five 

represents 9 years of schooling (below secondary), group six represents 10 years of 

schooling or above (completed secondary or above). Child school status is measured 

by the dummy variable with value 1 for currently enrolled children and 0 otherwise.  

Father and mother education is also classified into six different groups of 

completed years of schooling. Group represents the kacchi/pacci/ no schooling, first 

group represents 1-4 years of schooling (below primary), second group represents 5 

years of schooling (primary completed), third group represents 6-7 years of schooling 

(below middle), group fourth represents 8 years of schooling completed (completed 

middle), group five represents 9 years of schooling (below secondary), group six 

represents 10 years of schooling or above (completed secondary or above). The highest 

class completed by father lies in group six and the highest class completed by mother 

lies in group four. 
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Head of the household have the value 1 if the head is male and 0 otherwise. The 

per capita expenditure is measured by the values in amount given by the respondents in 

the survey. The survey includes three provinces Punjab, KPK, and Sindh. For provinces 

we also used dummy variable for each of the province.  For Punjab the dummy variable 

will be having value 1 if it’s Punjab and 0 to otherwise. For Sindh the dummy variable 

will be having value 1 if it’s Sindh and 0 to otherwise. For Kpk the dummy variable 

will be having value 1 if it’s Kpk and 0 to otherwise. 

Table 9: Results of Censored Ordered Probit Model 

Variables Coefficients Standard Error z-statistics P-value 

Shocks 

Household shocks   0.131*** 0.04289 -3.06 0.002 

Community shocks     -0.059 0.13734 -0.43 0.664 

Child Characteristics  

Child gender 

(Male) 

0.303*** 0.04013 7.56 0.000 

Child age 0.261*** 0.00761 34.33 0.000 

Child age square    -0.018*** .00258 -7.34 0.000 

Household Characteristics 

Father education 0.209*** 0.01723 12.17 0.000 

Mother education 0.184*** 0.02922 6.30 0.000 

Head gender    -0.4260** .182897 -2.33 0.020 

Per capita 

expenditure 

2.43e*** 7.62e-0 3.18 0.001 

Community Characteristics 

Sindh  -0.8018*** 0.07561 -10.60 0.000 

Punjab    -0.0688 0.06493 -1.06 0.289 

Source: Pakistan Rural Household Panel Survey PRHPS (2012). 

*** indicates the significance of coefficients at the level of 1%, ** indicates the 

significance of coefficients at the level of 5%, * indicates the significance of 

coefficients at the level of 10%. 
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Table 10: Results of Censored Ordered Probit Model (by Gender) 

Male Female 

Variables  coefficients Standard 

error  

z-statistics p-value Coefficients Standard 

error 

z-statistics p-value 

Households 

Shocks 

 -0.130** .05827 -2.23 0.025  -0.120** .0636 -2.04 0.041 

Community 

Shocks  

   -0.274 

 

.01970 -1.39 0.163   0.159 .1918 0.83 0.407 

Child 

gender  

- - - - - - - - 

Child age    0.291*** .0107 27.24 0.000  0.232*** .0109 21.23 0.000 

Child age 

square 

  -0.016*** .0035 -4.52 0.000 -0.022*** .0038 -5.79 0.000 

Father 

education 

  0.186*** .0237 7.82 0.000  0.237*** .0253 9.39 0.000 

Mother 

education  

  0.175*** .0440 3.99 0.000  0.181*** .0392 4.63 0.000 

Head 

gender 

 -0.43** .183 -2.03 0.02  -0.41** .182 -2.33 0.03 

Per capita 

expenditure 

2.73e*** 1.02 2.68 0.007   2.30e** 1.16 1.98 0.040 

Sindh  0.831*** .102 -8.14 0.000  -0.812*** .1137 -7.15 0.000 

Punjab  -0.1313 .0893 -1.47 0.142  -0.020 .0953 -0.21 0.832 

Source: Pakistan Rural Household Panel Survey PRHPS (2012). 

 

Shocks and Child Grade Attainment  

Impacts of shocks on child grade attainment have been estimated using censored 

ordered probit model as shown in table 9. To grade attainment of children we mean (i) 

the levels of schooling completed and (ii) the school status of children age 5-15 years.  

The results of the censored ordered probit model show that shocks adversely 

affect child grade attainment in rural Pakistan. The sign of the coefficients shows that 

household level or idiosyncratic negative shocks affect child grade attainment 

negatively. According to our results the probability of child attendance and child grade 

attainment decreases by 13 percent when there occur shocks at household level. The 
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coefficient of household level shocks is highly significant at 1% level of significance. 

This means that household experiencing any idiosyncratic shock i.e. Illness, job loss 

etc. is associated with the decline in schooling of the children of that household. It also 

means that the children whose household faced any shocks at individual level are less 

likely to attain higher educational grades and the probability of school dropout while 

switching to next grade get increases. These results represents that those households 

who are exposed to some individual level shocks may end up their children schooling 

or the probability of their child progressing to the next grade decline. These results are 

similar to the previous studies of (Dhongde & Shymyakina; Azam et al. 2012).  

The effects of idiosyncratic or individual level shocks are negatively significant 

in our study but the effects of covariate or aggregate shocks are negative but 

insignificant, for the whole which are similar to the results of Escobal et al. (2007), 

which also conclude that children schooling does not get affected by aggregate shocks 

but idiosyncratic shocks affect children grade attainment. This results is justified by 

Ferreira and Schady (2009) illustration that covariate or aggregate level shocks affect 

the labor market simultaneously while disturbing the household’s income because these 

shocks affect the whole country or community. The opportunity cost of school attending 

child get reduce as the occurrence of these aggregate shocks also reduces child potential 

for labor market so it become less attractive option for households to substitute child 

schooling with work. Debebe (2010) has also come up with the same results like our 

analysis that the aggregate shocks do not affect schooling. The study found similar 

results of community and household level shocks on child grade attainment at 

disaggregated level as well. 

At disaggregated levels similar results are found represented in table 10. The 

results shows that the probability of child attending school and proceeding to next grade 
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level decreases by 13  percent for boys when households hit by shocks and the 

coefficient is significant at 5% level of significance. The probability of school 

attainment of girls decreased by 12 percent when the households are exposed to shocks 

and the coefficient is significant at 5% level of significance. The results show that male 

child educational attainment is more affected as compared to female child. Although 

the difference is minor in magnitude. The coefficient for community level shock is not 

significant for both male and female child. 

Child Characteristics  

For child characteristics we take child age and child gender which are important 

determinant of child schooling attainment. The age of the child is also on the 

independent side of the model to control for its effects in the analysis. It has also 

significant and positive impact on child grade attainment as shown in table 9. The 

coefficient is significant at 1% level of significance. The older age children can be 

easily involved in economic activities. But the results of age square is negative and 

significant for child grade attainment. The elder child may enter into the labor market 

to contribute in household resources. The presence of younger sibling in the family 

increases the probability of dropping out of older children when households get exposed 

to negative shocks (Glick et al. 2016). Therefore younger children are more likely to 

attain higher grades. The studies done before this also seems to be providing the 

evidence of the child age variable in having important role in the schooling and 

education of children. 

The gender of child is also very important determinant of child grade attainment 

which is included as a control variable in the study. The data provide us the information 

of both male and female children. The overall result for child gender is positive and 
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significant shown in the table. To investigate that whether there exist any gender 

difference in the child grade attainment we also did separate analysis by gender of child 

as shown in the table 10. The impact of shocks is statistically significant for both male 

and female children. The results are similar to the study of (Thai and Falaris, 2014).  

Household Characteristics 

Household characteristics include parent’s education, gender of head of the 

household, education of the head of household, household per capita expenditure. All 

of these household characteristics are very important factors for child schooling 

decisions. 

The education of both father and mother is an important determinant of child 

grade attainment. For our analysis we are taking both father and mother education by 

their completed years of education. Parental education variable has a positive and 

significant effects on child education. The results shows that the probability of children 

attending school and attaining higher levels of education get increased when parents 

are educated. As shown in table 9 child’s probability of school attendance and grade 

attainment increase by 20% if father is highly educated and the probability get increased 

by 18 % if mother is highly educated. The coefficient of father and mother education is 

highly significant at 1% level of significance. This results also suggests that educated 

parents may have more opportunities to increase income and they do not need additional 

labor from their children (Dillon, 2012).  Guarcello et al. (2010) also analyze that 

parent’s level of schooling has a positive and significant impact on child schooling. 

Thai and Falaris (2014) did research on the role of parental education in terms of child 

grade attainment and the results are same as estimated by the present study.  
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The separate analysis with respect to child gender has the same results for 

parental education. Educated parents invest more in their children education because 

they themselves have been to school and they are aware of the importance of schooling 

(Alderman, 2001). Parental education is significant and positive to both male and 

female child. For male child the probability of child getting into higher grade increases 

by 18 percent if the father is educated and the coefficient is significant at 1% level of 

significance. Educated mother increases the probability of male child grade attainment 

by 17 percent and the coefficient is significant at 1% level of significance. Female child 

is more likely to continue schooling and proceed to next grade level by 23 percent and 

18 percent if both father and mother are educated respectively. 

The gender of head is also being taken as a control variable. According to 

Pakistan Rural Household Panel Survey (PRHPS-2012)’s data most of the households 

are headed by male members. The results of table 9 represents that there exist a negative 

relationship between male headed household child grade attainments. The probability 

of child attendance and child grade attainment get decreased by 42% of those 

households which are headed by male member and it is significant at 5% level of 

significance. According to Ali and Khan (2003) children in male headed households 

are less likely to go to schools in rural areas of Pakistan. This result is justified as the 

male headed household make decisions regarding the schooling of their children and 

when they get hit by shocks they may take out their child from school to save the cost 

of schooling. In the case of illness, job loss shocks head of the household may send 

their children to meet the household expenses. 

The separate analysis for child gender shows the male headed household 

variable is negative and significant to both male and female child grade attainment. 
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The expenditure of the household is also considered as a control variable in the 

study. The results in table 9 clearly shows that household expenditure positively affects 

the attendance and grading of children. The probability of drop outs while achieving 

higher education gets decreased. The increased expenditure of a household increases 

the child grade attainment (Guarcello et al., 2010).  The household expenditure is highly 

significant at 1% level of significance. 

The relationship between the child grade attainment and per capita household 

expenditure is found to be positive and significant in the separate results for male and 

female children provided by our study as mentioned in the preceding under table 10. 

We also include the analysis of the provinces. The data informed us of three 

provinces namely Punjab Sindh and Kpk. As we are taking the province dummies so 

our analysis is limited to two provinces Punjab and Sindh. Child grade attainment is 

found to be negative but in significant in Punjab. Child grade attainment is significant 

and negative by 80 percent in Sindh. This analysis indicate that the rural side of Sindh 

get more negatively affected by household level shocks. The child grade attainment 

suffers more in Sindh rural areas due to occurrence of any negative event.  

As previously explained in the study that this study is considering both 

individual and community level shocks. The results of the effects of household level 

shocks are negative and significant to child education in the rural areas of Pakistan as 

provided by the data used in the study. But the effect of the community level shock 

according to the analysis are not significant. The effects of community level shocks on 

child enrollment and schooling are found to be similar with previous literature.   
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CHAPTER 5 

CONCLUSION AND RECOMMENDATIONS 

5.1 Conclusion 

The core objective of the study is to examine the relation between children 

educational attainment and negative economic shocks in rural areas of Pakistan. The 

study is conducted for the school going children of age 5-15 years. The data of Pakistan 

Rural Household Survey (PRHPS-2012) which was administrated by international food 

policy research institute (IFPRI) has been used. The data of PRHPS-2012 provide the 

relevant information required for the study which includes the household level 

information and community level information. It covers the rural areas of three 

provinces of Pakistan which are Punjab, Sindh and KPK. For empirical analysis we 

have employed censored ordered probit model on 3896 observations for Punjab and 

Sindh provinces. We have also analyzed the impact of some control variables such as 

child, household and community characteristics on children grade attainment. 

For educational attainment the study is taking children with their current school 

status and the years of schooling completed as dependent variable. The results are 

indicating towards the fact that the negative shocks at individual level are directly 

affecting the child attendance and child school progress. The estimations are showing 

that household level shocks have a significant negative impact on child grade 

attainment. On the other side the impact of covariate shock is found to be insignificant 

in the study. In the present study the segregated analysis show that boys are more 

affected by these shocks as compared to girls unlike some of the previous studies 

conducted in developing countries showing gender biased toward girls. In a developing 

country like Pakistan when households are exposed to shocks they prefer to send their 

male child to work for assistance in meeting the expenses of households. The analysis 
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for child characteristics consist of child age and child gender. For child age the results 

show that younger age children are more secure than elder ones when household get hit 

by shocks. As the increase in age is associated with an increase in the probability of 

older child taken out from school or sent to work or stay at home for child care. Child 

gender has a significant positive effect for the whole sample on child grade attainment. 

Household characteristics analysis based on parental education, gender of the 

household head and household expenditure. Parental education is also significant and 

positively related to the child grade attainment which means that the higher education 

of parents will increase the probability of children to pass to the next grade and also 

remain in schools in the times of shocks. Head gender seems to be negatively related to 

the child educational attainment. This negative relation of head gender with child 

educational attainment is revealing some facts that the chances of child school progress 

and school attendance become low if the household is headed by male members when 

there occur household shock. We also did analysis for household expenditure which is 

positive and significant for child grade attainment in our study. For provinces mixed 

results have been found. For Sindh the child grade attainment is found to be negative 

and significant. For Punjab the results show negative but insignificant impact on child 

grade attainment.  

5.2 Policy Recommendations 

This study is contributing towards understanding an important dimension that 

how crucial could be negative shocks impacted child grade attainment in rural areas 

with some poor community. As the study finds the results of both types of shocks to be 

negatively impacting the child grade attainment with household level shocks have 

significant effect on child grade attainment and community level shocks are 

insignificantly impacting the child grade attainment. These results also raises questions 
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whether there exist some effective safety net policies for households to cope with these 

negative shocks by the government. Parents should be provided with incentives for 

sending their children to school instead of making them spend their time in paid and 

unpaid work. This could be done by the cash transfer programs conditional on children 

attendance and grade attainment. ‘Progresa’ is a good example as cash transfer 

program. 
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