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Abstract:

The present study seeks to find out how gender, age, area of living, parent background in terms of
educational level and occupation determine the probability of youth to be out of the labour market
in different districts of Pakistan. We utilize data from the labour force survey 2021. The study
investigates the relationship between the inactivity rate and the probability of being employed,
revealing a significant negative association between them. The study calculates for each district a
revised version of the Human Opportunity Index developed by the World Bank. Third, we compute
the contribution of each factor to that index. The results show that dissimilarity has a marked
influence in most of the districts, the highest dissimilarity is in district Panjgur, Lasbela, Sherani,
Kachhi, Kharan, South Waziristan, and Buner, while the major challenges with getting the youth
onto the labour market are still in Balochistan and KP districts even after taking dissimilarity of

unchangeable background into account.

Keywords: youth; Inactivity; inequality of opportunity; employment; dissimilarity

1 Muhammad Shahid Waheed is Ph.D. Scholar at Institute of Business Administration, Karachi.
Email: swaheed@iba.edu.pk

[B=P2N |nstitute of
N Business Administration
0 Karachi

Leadership and Ideas for Tomorrow


mailto:swaheed@iba.edu.pk

1. Introduction

Pakistan, like many other countries, is grappling with the issue of youth inactivity in the labour
market. With a large youth population, comprising a significant proportion of the total population,
the engagement of young individuals in productive economic activities is crucial for the country's
sustainable development. However, the transition from education to employment poses numerous
challenges for Pakistani youth, hindering their labour market participation and limiting the

potential for economic growth and development at the district level.

Pakistan, like Africa, also has a significant youth population, with a large proportion below the
age of 30. It is projected that by 2050, Pakistan will be home to a considerable share of the global
youth population. This demographic trend presents both opportunities and challenges for

Pakistan's economic development.

The youth bulge in Pakistan, similar to Africa, offers several opportunities. Firstly, a working-age

population is essential for the production of goods and services. Pakistan has the potential to
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promoting economic growth. Additionally, the concentration of young workers in urban areas can

drive innovation and contribute to rapid economic development.



Furthermore, if Pakistan continues to experience a decline in fertility rates, the growth of its
working-age population will outpace that of dependents. This demographic shift can create

favorable conditions for savings, investment, and sustainable economic growth in the country.

However, similar to Africa, the potential role of Pakistani youth in the country's development is a
subject of controversy. There are numerous and diverse challenges that hinder youth participation
in Pakistan's economic progress, including employment, health, and political engagement. These

challenges vary among different groups, regions, and even within the country itself.

While unemployment is often highlighted as a major issue faced by Pakistani youth, it is important
to note that the situation may be more nuanced. The statistics indicates that a significant portion
of Pakistani youth is not part of the labour force or engaged in formal education. Consequently,
concerns arise regarding their current well-being and their future prospects in the labour market.
It is crucial to address these challenges and provide opportunities for youth to actively participate
in the economic development of Pakistan. By investing in education, skills training,
entrepreneurship, and creating an enabling environment, Pakistan can harness the potential of its

youth population for sustainable and inclusive growth.

Pakistan is experiencing a demographic shift, with a significant youth bulge. It is estimated that
around 64% of the population in Pakistan is below the age of 30 (World Bank, 2018). This
demographic dividend can provide immense opportunities for the country's development,
including the production of goods and services and the promotion of innovation and economic
growth (World Bank, 2014). However, the realization of these opportunities depends on addressing

the barriers that impede youth engagement in the labour market.

One of the primary challenges faced by Pakistani youth is limited access to quality education. The
education system in Pakistan faces several issues, including inadequate infrastructure, low-quality
instruction, and a mismatch between the skills acquired and the demands of the job market (Alam
et al., 2017). These factors contribute to a lack of preparedness among young individuals, making

it difficult for them to secure meaningful employment opportunities.

In addition to educational challenges, Pakistani youth also face a shortage of job opportunities.
The overall youth unemployment rate in Pakistan is significantly higher than the national average

(Pakistan Bureau of Statistics, 2021). The lack of job creation, especially in sectors that align with



the skills and aspirations of young job seekers, further exacerbates the problem of youth inactivity

in the labour market.

Social and cultural factors also play a significant role in shaping youth inactivity in Pakistan.
Gender disparities persist, with young women facing additional challenges in accessing education
and employment opportunities due to cultural norms and societal expectations (Khan et al., 2019).
Traditional gender roles and biases limit the choices available to young women, leading to their

underrepresentation in the labour market.

The consequences of youth inactivity in the labour market are extensive and impact not only the
individuals themselves but also their families, communities, and the overall socio-economic fabric
of the country. Inactive youth face reduced earning potential, diminished personal development
opportunities, and increased vulnerability to poverty and social exclusion (Shahbaz et al., 2021).
Moreover, the economic implications include lost productivity, reduced tax revenues, and
increased dependence on social welfare systems (World Bank, 2019). The lack of productive

engagement for youth can also contribute to social unrest and instability.

Addressing the issue of youth inactivity in the labour market at the district level in Pakistan
requires comprehensive efforts. These efforts should focus on improving access to quality
education, enhancing skills development programs, creating job opportunities, and challenging
societal norms and biases that restrict the full participation of young individuals in the labour
market. By enabling the active engagement of the youth in the labour market, Pakistan can unlock

its demographic dividend and foster sustainable economic growth and development.

1.1 Contribution of the study
The present study makes several important contributions to the understanding of youth inactivity

and its impact on the labour market in Pakistan. Firstly, it highlights that inactivity, rather than
traditional unemployment, is a significant challenge faced by the youth in most districts. By
focusing on inactivity, the study sheds light on a crucial aspect that has been less explored in
previous research, providing valuable insights into the factors influencing youth labour market

participation.

Secondly, the study introduces the concept of inequality of opportunity as a lens to examine the

disparities faced by the youth in accessing employment opportunities. By analyzing factors beyond



the individual's control, such as gender, socioeconomic background, and area of birth, the research
identifies key drivers of inactivity risks for young individuals in different districts of Pakistan. This
approach contributes to a deeper understanding of the complex dynamics that shape youth

outcomes in the labour market.

Additionally, the findings reveal substantial variations in inactivity dissimilarity among districts,
with Balochistan and KP facing significant challenges even after accounting for dissimilarity in
unchangeable background characteristics. This underscores the need for region-specific policy
interventions to address the unique barriers to youth labour market participation in different parts

of the country.

Overall, the study's contributions provide policymakers and stakeholders with valuable insights
into the multifaceted nature of youth inactivity and its impact on the labour market in Pakistan. By
understanding the key determinants of inactivity and the variations across districts, this research
has the potential to guide evidence-based initiatives and policies that promote inclusive and
equitable opportunities for youth, ultimately fostering sustainable economic growth and social

development in the country.

2. Literature Review

2.1 Overview of Youth Inactivity and Labour Market Trends in Pakistan

The literature on youth inactivity and labour market trends in Pakistan highlights the challenges
faced by young people in terms of employment and economic participation. Pakistan, like many
other countries, has a significant youth population, and understanding their inactivity and labour

market outcomes is crucial for policy formulation.

Studies have shown that youth unemployment rates in Pakistan are relatively high, with a
considerable number of young people struggling to find employment opportunities. According to
a report by the International Labour Organization (ILO, 2020), the youth unemployment rate in
Pakistan stood at 9.1% in 2019. This indicates the persistent challenges faced by young job seekers

in the country.

Factors contributing to youth inactivity in Pakistan include a lack of job creation, limited access
to quality education and vocational training, and a mismatch between the skills possessed by youth

and the demands of the labour market. A study by Khan and Arif (2018) found that a major hurdle



for youth employment in Pakistan is the lack of skill development programs and vocational

training opportunities.

Furthermore, the informal sector plays a significant role in absorbing young workers in Pakistan.
However, it often lacks stability, security, and decent working conditions, leaving many young

people vulnerable to exploitation and underemployment (ILO, 2020).
2.2 Factors Contributing to Youth Inactivity in Pakistan

Various factors contribute to youth inactivity in Pakistan. Gender disparities play a significant role,
with young women facing additional challenges in accessing education and employment
opportunities. Cultural norms, limited mobility, and restricted access to resources contribute to the

gender gap in labour market participation among young people (Ali et al., 2021).

Socioeconomic factors such as poverty, low household income, and lack of resources also
contribute to youth inactivity in Pakistan. A study by Zahid et al. (2020) highlighted that economic
factors, including household poverty and lack of financial support, were major obstacles to youth

employment in the country.

Education plays a crucial role in determining youth labour market outcomes. Limited access to
quality education, inadequate school facilities, and a lack of alignment between educational
curricula and market demands hinder young people's ability to secure employment. Research by
Ahmed et al. (2019) emphasized the need for educational reforms in Pakistan to enhance the skills

and employability of young graduates.
2.3 Theoretical Frameworks for Understanding Youth Inactivity

Understanding the impact of youth inactivity on unemployment requires considering several
psychological frameworks. The first is the Behavioral Theory, which posits that young individuals'
choices are influenced by their past experiences and conditioning, leading to either active
engagement in the labour market or withdrawal due to perceived barriers or lack of motivation
(Skinner, B. F., 1938). Social Cognitive Theory emphasizes the role of self-efficacy and
observational learning, where unemployed youths may become inactive if they lack confidence in
their job-seeking abilities or observe others facing challenges in finding employment (Bandura,

A., 1986). The Psychological Contract Theory suggests that if young individuals feel a disconnect



between their expectations and the actual job market realities, they may become discouraged and
opt for inactivity (Rousseau, D. M., 1995). Additionally, the Theory of Planned Behavior
highlights the impact of attitudes, subjective norms, and perceived control over job-seeking
behavior, implying that negative attitudes towards job hunting may lead to inactivity (Ajzen, 1.,
1991). Finally, the Identity Theory underscores how young individuals' self-concept and social
identity, such as being an unemployed youth in a stigmatized labour market, can influence their
decision to remain inactive to preserve a positive self-image (Tajfel, H., & Turner, J. C., 1979).
Integrating these frameworks can offer valuable insights into comprehending the complex
interplay between youth inactivity and unemployment, helping to devise effective interventions

and policies to promote youth employment.

Understanding these psychological frameworks can provide valuable insights into the complex
interplay between youth inactivity and unemployment. Policy interventions and support systems
that address psychological barriers, foster self-efficacy, and promote positive attitudes towards
employment can help improve youth labour force participation and reduce the impact of inactivity

on unemployment.

Theoretical frameworks are used to understand the underlying factors and dynamics that contribute
to youth inactivity. One commonly used framework is the human capital theory, which emphasizes
the role of education, skills, and training in enhancing individuals' productivity and employability.
According to this theory, investing in human capital through education and skill development can

lead to better labour market outcomes for youth (Becker, 1993).

Another relevant theoretical perspective is the social exclusion theory, which focuses on the social
and economic processes that marginalize certain groups from accessing opportunities. In the
context of youth inactivity, social exclusion theories help explain how structural factors, such as
discrimination, lack of social networks, and limited access to resources, contribute to youth

unemployment and underemployment (Gazdar, 2008).
2.4 Studies on the Relationship between Youth Inactivity and Human Opportunities

Research on the relationship between youth inactivity and human opportunities examines how

factors beyond individual control impact young people's access to employment and economic



opportunities. These studies analyze the influence of gender, age, geographical location, parental

educational level, and occupation on youth labour market outcomes.

Empirical studies have shown that gender disparities persist in labour market participation, with
young women facing higher rates of inactivity compared to young men. A study by Siddiqui and
Igbal (2019) found that female youth in Pakistan face significant barriers to labour force
participation due to gender norms and cultural expectations. The intersectionality of factors such
as age, educational background, and geographic location further influences youth inactivity rates.
Research by Irfan et al. (2020) revealed that youth residing in rural areas and those with lower

levels of education are more likely to be inactive in the labour market.

Additionally, parental educational level and occupation play a role in shaping youth labour market
outcomes. A study by Shah et al. (2021) highlighted that parental education and occupation
significantly impact the educational attainment and employment prospects of young people in
Pakistan. Understanding these relationships and the impact of human opportunities on youth
inactivity is crucial for designing effective policies and interventions to promote inclusive and
sustainable youth development in Pakistan. By addressing the underlying factors that contribute to
youth inactivity, policymakers can create an enabling environment that enhances young people's

chances of accessing decent employment and economic opportunities.

3. Research Methodology
3.1 Research Design

This study adopts a quantitative research design to analyze youth inactivity and labour market
trends in Pakistan using data from the Pakistan Labour Force Survey (LFS) 2021. A quantitative
approach allows for the systematic analysis of numerical data, enabling the identification of

patterns, trends, and statistical relationships.
3.2 Sampling Techniques and Sample Size Determination

The sample for this study is derived from the Pakistan Labour Force Survey (LFS) 2021. The LFS
employs a multi-stage stratified sampling technique to ensure representation across different
regions and population groups in Pakistan. The sample size is determined based on statistical

considerations to achieve a sufficient level of precision for the analysis.



3.3 Data Analysis Techniques
3.3.1 Equality of Opportunity

The framework of Equality of Opportunity is adopted in this study to understand the factors
influencing individual outcomes in the context of Pakistan. According to this model (Roemer
1998; Van de Gaer 1993; Peragine 2002), individual outcomes are determined by two categories
of variables: circumstances and efforts. Circumstances include factors such as gender, age,
ethnicity, region of birth, and parental background, which are beyond an individual's control but
have a significant impact on their outcomes. The focus of this study is on employment as the

outcome variable.

To measure Equality of Opportunity, the Human Opportunity Index (HOI) developed by the World
Bank (Awad., 2021; Molinas et al. 2012; World Bank 2021; Nizamani & Waheed., 2020; Marrero.,
2018; Hederos., 2017; El-Saadani., 2019; Brunori., 2019; Demova., 2019; Bradbury., 2019;
Halimat 2018; Ferreira., 2017; Mahran., 2020) is employed. The HOI is defined as follows:

HOI=(1-D) - C 3)

Here, C represents the fractin f the population with a favorable outcome, such as employment
(coverage rate), while D represents the dissimilarity index, which captures the level of inequality
in employment outcomes within the population. The dissimilarity index (D) is calculated using the

following formula:
n
D=(c/2))  (P(C;~C) @
]=

In this formula, j represents the number of possible combinations of circumstances, C; is the
average employment outcome for combination j, and P; represents the fraction of the population

in combination j.

The Human Opportunity Index (HOI) provides a measure of employment adjusted for the level of
employment inequality in the population. A higher HOI indicates a more favorable situation, as it
signifies a higher coverage rate (C) of positive outcomes, such as employment, in contrast to
unemployment.By utilizing the Human Opportunity Index (HOI) within the context of Pakistan,

this study aims to assess the level of Equality of Opportunity and its implications for employment



outcomes. The HOI allows for the evaluation of employment rates while considering the influence

of various circumstances and the presence of inequality within the population.

The use of the Human Opportunity Index (HOI) provides a robust methodology for analyzing the
relationship between Equality of Opportunity and employment outcomes in Pakistan. This
approach enables policymakers, researchers, and stakeholders to gain insights into the factors
contributing to employment disparities and guide the development of targeted interventions and

policies to enhance equality and improve employment opportunities for the youth in Pakistan.

or being in the labour force (in contrast to being out of the labour force, e.g., inactive in relation to
the labour market). The fraction L on the labour market is defined as one minus the fraction I not
on the labour market (inactive). By using this definition, L + I = 1, the human adversity index

(HAI) for individuals not being in the labour market can be calculated as follows:
HAI=1-HOI=1-(1-DL)L=1—-(1-DL)(1-I)=(1+A)/(I-DL)=(1+DI)-T (5)

Here, DL represents the dissimilarity index when focusing on people in the labour market, and DI
represents the dissimilarity index when focusing on people who are inactive (not in the labour

market).
3.3.2 Decomposition

While the overall level of D provides valuable information for monitoring purposes, decomposing
the D index can shed light on potential strategies to reduce D and increase HOL. In this study, the
Shapley-Own decomposition approach (Shapley 1953; Owen 1977; Shorrocks 2013) is followed
to identify the contribution of each circumstance variable to the dissimilarity index D. Assuming
the existence of three circumstance variables X1, X2, and X3, the decomposition involves
examining the average increase in D when introducing a specific variable or circumstance of
interest (e.g., X1). The increase in D depends on the presence of other variables already included

in the calculation of D (such as X2 and X3).

There are two extreme cases: introducing the variable X1 when no other variables are present, and
introducing X1 when all other variables (X2 and X3) are already included. These two cases have
only one combination each, representing the increase in D caused by adding X1 alone and the

increase caused by including X1 after X2 and X3. Between these two end cases, there are several



other possible combinations, such as going from X2 to (X1, X2), and from X3 to (X1, X3). This
results in four possible combinations of D increases, but only three unique combinations

considering the different numbers of circumstance variables.

In summary, the increase from no variable to X1 contributes 1/3 to the total increase in D, the
increase from X2 to (X1, X2) contributes 1/6 (equal to 1/2 x 1/3), the increase from X3 to (X1,
X3) also contributes 1/6 (equal to 1/2 x 1/3), and the increase from (X2, X3) to (X1, X2, X3)

contributes 1/3. If there are four circumstance variables, additional combinations can be explored.

By employing this decomposition approach, policymakers can gain insights into the specific
contributions of different circumstance variables to the dissimilarity index D. This information can
guide the formulation of targeted policies and interventions aimed at reducing D, increasing HOI,
and promoting equality of opportunity in the labour market context of Pakistan.

Table 1: The inequality index in Pakistan for the Employment opportunity
Without Inactivity With Inactivity

Coverage Rate 40.0567 40.0567
(0.0908) (0.0697)
Dissimilarity 39.528H 46.0964
(0.4602) (0.3643)
Opportunity Index 24.2231 21.5920
(0.0842) (0.0579)

Standard errors in parentheses
Source: Authors Calculation using LFS data of Pakistan for the year 2021.

Table 1 presents the inequality index in Pakistan for employment opportunities, comparing two

scenarios: one "Without Inactivity" and the other "With Inactivity." The first column shows the

values for each index, and the values in parentheses represent the corresponding standard errors.

The "Coverage Rate" measures the proportion of individuals covered under employment
opportunities. Both scenarios have the same coverage rate of 40.0567, with slight differences in

standard errors (0.0908 for "Without Inactivity" and 0.0697 for "With Inactivity").

Next, the "Dissimilarity” index represents the inequality in employment opportunities across
different groups. In the "Without Inactivity" scenario, the dissimilarity index is 39.528H, while in
the "With Inactivity" scenario, it increases to 46.0964. The standard errors are 0.4602 and 0.3643,

respectively.



The Opportunity Index measures the level of equal access to employment opportunities among
individuals. In the "Without Inactivity" scenario, the opportunity index is 24.2231, while in the
"With Inactivity" scenario, it decreases to 21.5920. The standard errors are 0.0842 and 0.0579,

respectively.

These findings indicate that the inclusion of inactivity rates in the analysis has an impact on the
inequality and equal access to employment opportunities in Pakistan. The higher dissimilarity
index and lower opportunity index in the "With Inactivity" scenario suggest that inactivity rates
contribute to greater inequality and reduced equal access to employment opportunities among
different segments of the population. The results can provide valuable insights for policymakers
in designing strategies to promote more inclusive and equitable employment policies in the

country.

Table 2: The inequality index in Pakistan for the Employment opportunity (with activity variable)

Kp Punjab Sindh Balochistan
Coverage Rate 35.46 42.1042 42.3820 35.8208
(0.1638) (0.1147) (0.1206) (0.1779)
Dissimilarity 48.866 42.3636 47.8339 51.6557
(0.8645) (0.5819) (0.5984) (0.8780)
Opportunity Index 18.1354 24.2673 22.1090 17.3173
(0.1247) (0.1013) (0.0994) (0.1177)

Standard errors in parentheses
Source: Authors Calculation using LFS data of Pakistan for the year 2021.

Table 2 presents the inequality index in Pakistan for employment opportunities, with a breakdown
of the data by provinces: Khyber Pakhtunkhwa (KP), Punjab, Sindh, and Balochistan. The values
in each cell represent the respective index, and the numbers in parentheses represent the

corresponding standard errors.

The "Coverage Rate" indicates the proportion of individuals covered under employment
opportunities in each province. Punjab has the highest coverage rate of 42.1042, followed by Sindh
with 42.3820, Khyber Pakhtunkhwa (KP) with 35.46, and Balochistan with 35.8208. The standard
errors for the coverage rates are 0.1147 for Punjab, 0.1206 for Sindh, 0.1638 for KP, and 0.1779

for Balochistan.

Next, the "Dissimilarity" index represents the inequality in employment opportunities across

different provinces. Balochistan has the highest dissimilarity index of 51.6557, indicating greater



inequality in employment opportunities within the province. Punjab has the lowest dissimilarity
index of 42.3636, suggesting relatively lower inequality in employment opportunities compared
to the other provinces. The standard errors for the dissimilarity indexes are 0.5819 for Punjab,

0.5984 for Sindh, 0.8645 for KP, and 0.8780 for Balochistan.

The "Opportunity Index" measures the level of equal access to employment opportunities among
individuals in each province. Punjab has the highest opportunity index of 24.2673, indicating
relatively better access to employment opportunities compared to the other provinces. Balochistan
has the lowest opportunity index of 17.3173, implying relatively less equal access to employment
opportunities within the province. The standard errors for the opportunity indexes are 0.1013 for

Punjab, 0.0994 for Sindh, 0.1247 for KP, and 0.1177 for Balochistan.

These findings highlight variations in the inequality and equal access to employment opportunities
across different provinces in Pakistan. Policymakers can use this information to identify areas
where targeted interventions are needed to promote more equitable employment policies and

opportunities in each region.
4. Results:

In order to delve deeper into the dynamics of youth inactivity in Pakistan, district-level data from
the Pakistan Labour Force Survey

(LFS) will be analyzed. This

Figure 1: Coverage rate of Employment at District level (Aged 15-35)

analysis aims to provide insights

into the demographic

characteristics of inactive youth in
selected districts, as well as the
labour market indicators at the
district level, such as employment
rates, unemployment rates, and

underemployment rates.

Additionally, the study seeks to

Source: Author's calculation using Labor Force Survey 2021, swaheed@iba.edu.pk

identify the factors that influence

youth inactivity in these selected districts.



By examining the demographic characteristics of inactive youth, the study explores variables such
as gender, educational background, parental education, income class, and geographical location.
Figure 1, tell us about is the detailed breakdown of the coverage rate of employment. Matiari
district has the highest coverage rate of employment among all the listed districts, with 50.3% of
the working-age population being employed. Islamabad, the capital city of Pakistan, has a
coverage rate of employment of 50%, indicating that half of the working-age population in
Islamabad is employed. Sanghar district has a coverage rate of employment of 47.8%, which
means that almost half of the working-age population in Sanghar is employed. Lahore, one of the
most populous cities in Pakistan, has a coverage rate of employment of 47.4%. This indicates that
approximately 47.5% of the working-age population in Lahore is employed. Tando Muhammad
Khan district has a coverage rate of employment of 49.6%. This suggests that nearly half of the

working-age population in Tando Muhammad Khan is employed.

Hangu district has the lowest coverage rate of employment among the listed districts, with only
26.8% of the working-age population being employed. Kohat district has a coverage rate of
employment of 27.7%, indicating that less than one-third of the w orking-age population in Kohat
is employed. Musakhail district has a coverage rate of employment of 27.4%, suggesting that less
than one-third of the working-age population in Musakhail is employed. Lakki Marwat district has
a coverage rate of employment of 28.5%, indicating that less than one-third of the working-age
population in Lakki Marwat is employed. Sherani district has a coverage rate of employment of

28.6%, suggesting that less than one-third of the working-age population in Sherani is employed.

Table 3 Proportion of Employment and Inactivity in Pakistan

Pakistan KP Punjab Sindh Balochistan
All Male Female Male Female Male Female Male Female Male Female
Employed 40 73 10 72 7 72 14 78 8 69 3
Unemployed | 60 27 90 28 93 28 86 23 92 31 97
Active 38 66 11 60 9 67 15 71 8 63 4
Inactive 62 34 89 40 91 33 85 29 92 37 96

Source: Authors Calculation using LFS data of Pakistan for the year 2021.

Table 3 provides the proportion of employment and inactivity in Pakistan, broken down by gender
and provinces: Khyber Pakhtunkhwa (KP), Punjab, Sindh, and Balochistan. The table presents

data for all individuals, males, and females within each province.



Under "Employed," the table shows the percentage of individuals who are currently employed. For
all individuals in Pakistan, 40% are employed, with slightly higher employment rates for males

(73%) compared to females (10%).

The "Unemployed" category represents the percentage of individuals who are actively seeking
employment but have not found a job. For all individuals in Pakistan, 60% are unemployed, with

higher unemployment rates for females (90%) compared to males (27%).

Next, the "Active" category includes individuals who are either employed or actively seeking
employment (i.e., employed and unemployed). For all individuals in Pakistan, 38% are active, with

66% of males and 11% of females falling into this category.

The "Inactive" category represents individuals who are not in the labour force and are not actively
seeking employment. For all individuals in Pakistan, 62% are inactive, with higher rates for

females (89%) compared to males (34%).

The data is further disaggregated for each province and gender, providing insights into

employment and inactivity patterns in specific regions and among different demographic groups.

This information is valuable for policymakers and researchers to understand the labour market
dynamics and gender disparities in employment and inactivity rates across different regions in

Pakistan. It can help inform targeted interventions and policies aimed at improving employment
Figure 2: Inequality in Opportunity of Employment(Aged 15-35)
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indicates greater Inequality in employment opportunities among the districts.



The inequality values range from a minimum of 20.19 to a maximum of 64.02. The district with
the lowest inequality value (20.19) is Nasirabad, suggesting a relatively lower Inequality in
employment rates among the districts. On the other hand, the district with the highest inequality
value (64.02) is Panjgur, indicating a significant disparity in employment opportunities among the

districts.

Several districts with higher inequality values can be identified, including Lasbela (63.9),
Musakhail (54.9), Lakki Marwat (55.6), South Waziristan (58.05), and Kohistan (56.7). These
districts exhibit a higher degree of inequality in employment rates, indicating a more pronounced

gap between districts in terms of employment opportunities.

In contrast, districts with relatively lower inequality values include Quetta (46.05), Lodhran (42.5),
Mianwali (37.7), and Multan (36.4). These districts demonstrate relatively lower disparities in

employment rates, suggesting a more balanced distribution of employment opportunities.

The inequality of employment opportunity is influenced by various factors, such as economic
development, regional disparities, educational attainment, infrastructure, and industry

concentration. Districts with stronger economic growth, diversified industries, and better

infrastructure tend to offer more Figure 3: Employment Opportunity Index(Aged 15-35)

employment opportunities and exhibit
lower inequality values. Conversely,

districts facing economic challenges,

limited industries, and inadequate
infrastructure may experience higher
inequality in employment

opportunities.

Figure 3. provides The employment
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level of employment opportunities in

each district. A higher index value indicates a greater availability of employment opportunities,

while a lower index value suggests fewer employment opportunities.



The employment opportunity index values range from a minimum of 11.3 to a maximum of 56.9.
The district with the lowest index value (11.3) is Sherani, indicating a relatively limited availability
of employment opportunities in the district. Similarly, Lasbela (11.9), Kachhi (12.1), and Kohat

(12.3) also have very low index values, suggesting a scarcity of employment opportunities.

On the other hand, Nasirabad has the highest index value of 56.9, indicating a significant number
of employment opportunities available in that district. This is followed by Islamabad (32.9),
Lahore (29.4), and Matiari (29.6), which also have relatively high index values, reflecting a more

favorable job market and a greater availability of employment opportunities.

It's important to note that the index values provide a relative comparison of employment
opportunities among districts. The specific factors contributing to the employment opportunities
and the impact of other socio-economic indicators should be further analyzed to gain a

comprehensive understanding of employment dynamics in each district.

Overall, the employment opportunity index provides valuable information about the variation in
employment opportunities across districts in District A. It can help policymakers and stakeholders
identify areas with high and low employment opportunities and formulate targeted strategies to

improve the job market and address regional disparities.

From the appendix results, Table Al Figure 4: Inactivity Rate at District Level(Aged 15-35)
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employment. The inequality index quantifies disparities in employment opportunities within
districts, and Mohmand's index of 55.8 highlights significant variations in youth employment

prospects within the district. The opportunity index, combining employment rates and educational



access, is highest in Tor Ghar at 26.4, indicating better overall prospects for the youth. The
unemployment rate, representing the proportion of actively seeking but unemployed youth, is
relatively high in Swabi at 9.7%, indicating challenges in securing jobs. The literacy rate,
measuring the literate youth percentage, is highest in Islamabad at 85.9%, indicating better access
to education. Lastly, the inactivity rate reveals the proportion of economically inactive youth, with
Tor Ghar at 37.5%, suggesting a large number of youth not economically engaged. These statistics
assist policymakers in understanding regional disparities, identifying areas needing attention, and
formulating targeted strategies to enhance employment opportunities and educational access for

the youth in Khyber Pakhtunkhwa.

Table A2 presents statistics for various districts in Punjab, providing a comprehensive
understanding of the employment and education scenario for the youth aged 15-35. The coverage

rate represents the percentage of employed youth in each district, with Bahawalpur having the

: 0
highest coverage rate at 48.5%, Figure 5: Literacy Rate at District Level(Aged 15-35)
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educational access, with Lahore having the highest index at 29.4, indicating better overall
prospects for the youth. The unemployment rate represents the proportion of actively seeking but
unemployed youth, with Mandi Bahauddin and Narowal having the lowest rates at 2.3%,
indicating favorable conditions for job seekers. The literacy rate, measuring the percentage of
literate youth, is highest in Rawalpindi at 82.5%, indicating better access to education. Lastly, the
inactivity rate reveals the proportion of economically inactive youth, with Islamabad having the
highest rate at 70.5%, suggesting a large number of youth not economically engaged. These

statistics serve as valuable tools for policymakers to identify districts with higher employment



opportunities, address regional disparities, and develop targeted interventions to enhance

employment prospects and educational access for the youth in Punjab.

Table A3 provides a detailed analysis of various districts in Punjab, shedding light on critical
indicators related to youth employment and education. The coverage rate reflects the percentage
of employed youth in each district, with Matiari having the highest rate at 50.4%, indicating
relatively favorable employment opportunities. The inequality index measures disparities in
employment opportunities within districts, with Karachi showing the highest index at 49.6,
indicating significant variations in youth employment prospects within the city. The opportunity
index combines employment rates and educational access, with Matiari having the highest index
at 29.5, suggesting better overall prospects for youth in terms of both employment and education.
The unemployment rate represents the proportion of actively seeking but unemployed youth, with
Kambar Shahdadkot having the lowest rate at 0.6%, indicating a relatively favorable job market.
The literacy rate, measuring the percentage of literate youth, is highest in Karachi at 88%,
indicating better access to education. Lastly, the inactivity rate reveals the proportion of
economically inactive youth, with Sajawal having the highest rate at 59.3%, suggesting a large
number of youth not economically engaged. These statistics provide valuable insights for
policymakers to identify districts with higher employment opportunities, address regional
disparities, and develop targeted interventions to enhance employment prospects and educational

access for the youth in Punjab.

Table A4 presents a comprehensive overview of various districts in Baluchistan, highlighting key
indicators related to youth employment and education. The coverage rate indicates the proportion
of employed youth in each district, with Nasirabad having the highest rate at 71.3%, indicating
favorable employment opportunities. The inequality index measures disparities in employment
opportunities within districts, with Lasbela showing the highest index at 63.9, indicating
significant variations in youth employment prospects within the district. The opportunity index
combines employment rates and educational access, with Nasirabad having the highest index at
56.9, suggesting better overall prospects for youth in terms of both employment and education.
The unemployment rate represents the proportion of actively seeking but unemployed youth, with
Kachhi having the lowest rate at 4.8%, indicating a relatively favorable job market. The literacy

rate, measuring the percentage of literate youth, is highest in Quetta at 71.7%, indicating better



access to education. Lastly, the inactivity rate reveals the proportion of economically inactive
youth, with Lasbela having the highest rate at 69.6%, suggesting a significant number of youth not
economically engaged. These statistics provide valuable insights for policymakers to identify
districts with higher employment opportunities, address regional disparities, and develop targeted
interventions to enhance employment prospects and educational access for the youth in

Baluchistan.
The description of the variables is in Table 4:

Employed: is a binary variable indicates whether an individual in the age group of 15-35 years is
employed or not in the labour force. If an individual is employed, the value is 1, and if they are not
employed, the value is 0. Out of the total 31,263 observations, approximately 91.22% of the

individuals are employed on average, with a standard deviation of 0.28.

Table 4. Definition of the Variables and Descriptive statistics (Aged 15-35)

Variable Obs Mean Std. Dev. Min Max
Employed 31,263 0.912229 0.282967 0 1
Inactivity rate 31,263 0.470567 0.227217 0 1
Region (Urban, Rural) 31,263 0.248761 0.432302 0 1
Gender (Male, Female) 31,263 0.937274 0.242473 0 1
Education level 31,263 1.576368 1.649987 0 6

0

Source: Authors Calculation using LFS data of Pakistan for the year 2021, for the population of

aged 15-35

Inactivity Rate: The inactivity rate is a continuous variable that represents the proportion of
individuals within a household aged 15-35 years who are not actively participating in the labour
force. It ranges from 0 to 1, where 0 indicates full labour force participation, and 1 represents
complete inactivity in the labour market. The average inactivity rate is approximately 0.47, with a

standard deviation of 0.23.

Region (Urban, Rural): This binary variable categorizes individuals as residing in either urban
areas or rural areas. If an individual lives in an urban area, the value is 1, and if they reside in a
rural area, the value is 0. On average, around 24.88% of individuals belong to urban areas, with a

standard deviation of 0.43.



Gender (Male, Female): This binary variable denotes the gender of individuals. Males are
represented by 1, and females are represented by 0. The data shows that, on average, around

93.73% of the individuals are male, with a standard deviation of 0.24.

Education level: This variable measures the educational attainment of individuals in the age group
of 15-35 years. It ranges from 0 to 6, with each value indicating different levels of education. The
values represent: 0 for No formal education, 1: Primary education, 2: Middle school education, 3:
Matriculation/Secondary education, 4: Intermediate education, 5: Bachelor's degree or equivalent,

6: Post-graduate or higher education.
4.1 The Relationship between Youth Inactivity and Human Opportunities:

In table 5, two R-squared values are reported: "Pseudo R2" for the model without inactivity
(0.4738) and "Pseudo R2" for the model with inactivity (0.5902). These values represent the
proportion of variance explained in the employment status by the independent variables in each

model.

A higher R-squared value suggests that the independent variables in the model have a better ability
to explain the variation in the dependent variable (being employed). In this case, the model with
inactivity (0.5902) has a higher R-squared value compared to the model without inactivity
(0.4738). This indicates that the inclusion of the inactivity variable improves the model's ability to

explain the employment status of individuals.

The increase in R-squared from the model without inactivity to the model with inactivity implies
that the inactivity variable contributes significantly to the explanation of employment outcomes in
Pakistan. It suggests that considering the level of inactivity among the youth provides additional
information and helps capture a greater proportion of the variation in the employment status.
Therefore, the higher R-squared value in the model with inactivity emphasizes the importance of
considering youth inactivity when studying employment dynamics and identifying factors
influencing employment outcomes. It indicates that the level of inactivity plays a meaningful role
in understanding the likelihood of individuals being employed in Pakistan, highlighting the
significance of addressing youth inactivity as a key aspect of promoting employment opportunities

and labour market engagement.



The results highlight the significant negative effect of youth inactivity on employment.
Policymakers should prioritize initiatives that target reducing youth inactivity rates. This can be
achieved through comprehensive strategies such as providing vocational training programs,
promoting entrepreneurship, and offering career guidance and counseling services. These
interventions can help young individuals acquire the necessary skills and knowledge to enter the

labour market.

The gender variable shows a significant effect on employment. Policymakers should focus on
promoting gender equality and ensuring equal opportunities for both male and female individuals
in the labour market. This can be accomplished through measures such as improving access to
education and skill development programs for girls, implementing gender-responsive policies, and

fostering inclusive work environments that eliminate gender-based discrimination.



Table 5: Logistic regression of being employed over different characteristics

VARIABLES Employed Employed
Inactivity rate -6.006%**
(0.162)
Region (urban=1) -0.391%** -0.320%**
(0.0707) (0.0793)
Gender (Male=1) 14.84 14.13
(829.7) (649.0)
Education level 0.596%* 0.704%**
(0.310) (0.302)
Head education level -0.889%** -1.034%%*
(0.311) (0.302)
Head gender -11.82 -10.82
(829.7) (649.0)
Income Quantiles (Base Poorest)
Poorer 2.882%** 2.556%**
(0.108) (0.112)
Middle income 3.084*** 2.858%**
(0.115) (0.121)
Richer 3.273%%* 3.023%%*
(0.134) (0.139)
Richest 3.153%%* 2.848%**
(0.138) (0.143)
Province (Base KP)
Punjab 0.514%** 0.230%**
(0.0695) (0.0842)
Sindh 1.565%%*%* 1.402%%**
(0.0850) (0.0966)
Balochistan 0.957%** 0.828%**
(0.0992) (0.110)
Constant -1.601%** 1.664%**
(0.0781) (0.136)
Pseudo R2 0.4738 0.5902
Observations 31,263 31,263

Standard errors in parentheses (*** p<0.01, ** p<0.05, * p<0.1)
Source: Authors Calculation using LFS data of Pakistan for the year 2021.

The positive effect of education levels on employment suggests the importance of investing in
quality education and skill development programs. Policymakers should prioritize policies that

enhance the accessibility and quality of education, particularly for disadvantaged communities.



Additionally, vocational training programs should be expanded to equip individuals with industry-

relevant skills, improving their employability and job prospects.

The income quantiles variables indicate that individuals from wealthier households have higher
employment probabilities. Policymakers should focus on reducing income inequalities by
implementing policies that promote inclusive economic growth and ensure equitable access to
resources and opportunities. Measures such as progressive taxation, social protection programs,
and targeted poverty alleviation initiatives can help mitigate income disparities and improve

employment outcomes for individuals from lower-income backgrounds.

The province variable demonstrates variations in employment across different regions.
Policymakers should adopt a regional development approach that targets specific challenges and
opportunities in each province. This can involve investment in infrastructure, provision of essential
services, and promotion of industries and sectors that are specific to each region's strengths. By
addressing regional disparities, policymakers can create an enabling environment for employment

generation and enhance human opportunities throughout the country.

Continuous monitoring and evaluation of employment-related policies and interventions are
crucial. Policymakers should establish robust mechanisms to assess the effectiveness of
implemented strategies, identify gaps, and make necessary adjustments. This will ensure evidence-
based policymaking and facilitate the implementation of targeted measures to improve

employment outcomes and enhance human opportunities for the youth in Pakistan.
5. Conclusion

Unemployment among the youth has been cited and identified as the key challenge that face youth
in Pakistan. In the present study we believe that the inactivity and not unemployment is the main
challenge that faces youth in most of the districts in Pakistan. More specifically, the present study
aimed to find out how factors beyond the youth’s control determine the risk of labour market
inactivity in Pakistan. Inequality of opportunity is defined as the difference in individuals’
outcomes systematically correlated with morally irrelevant pre-determined circumstances, such as
gender, ethnicity, socioeconomic background, and area of birth. Balochistan in general and other
provinces in particular are acknowledged for their high levels of economic inequality as well as

poverty. It is well known that not all inequalities are the same.



More specifically, some sorts of disparities are caused by factors beyond individual control such
as gender, age, place of birth/residence, or parental background. However, some types of variations
are caused by effort-based inequalities. We employed data from the labour force survey 2021. For
each district, first we calculated the Human Adversity Index (derived from the Human Opportunity
Index developed by the World Bank).

The results show that most of the districts of Baluchistan and KP districts have relatively high
inequality dissimilarity originating from given circumstances, Karachi, Matiari, Tando
Muhammad Khan, Multan and Sanghar have comparatively low inactivity indices. Notably,
dissimilarity emerges as a critical influencer in most districts, with particularly high levels
observed in Panjgur, Lasbela, Sherani, Kachhi, Kharan, South Waziristan, and Buner. Despite
accounting for dissimilarity in unchangeable background characteristics, challenges persist in
Balochistan and KP districts regarding youth labour market participation. Overall, the results
imply that effort-based inequalities and not inequality caused by factors beyond the individual’s

control play a significant role in explaining the status of the youth in the labour market.
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