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Labour Force Matrix of Pakistan 1987-88

KHWAJA SARMAD and FAzAL HusaIN*

1. INTRODUCTION

Changes which have a direct bearing on the growth and composition of the
country’s labour force can be identified using a labour force matrix, which provides
a detailed classification of the labour force. This paper reports the results of a
mainly statistical exercise. It presents a Labour Force Matrix (LFM) of Pakistan
for the year 1987-88 [Government of Pakistan (1989)] on the basis of the Labour
Force Survey 1987-88 using the same classification as the LFM 1982-83 {see Cohen
(1985)]. The use of a common classification enables to highlight some dynamic
characteristics of the labour force during the period 1982-83 to 1987-88. On the
basis of labour force trends during this period a LFM is estimated for the year
1992-93.

2. THE LABOUR FORCE MATRIX OF PAKISTAN 1987-88

The characteristic feature of the LFM is a four-way classification of the labour
force according to activity, occupation, status and education, by rural and urban
areas. Table 1 reports the labour force matrix for the year 1987-88, which following
Cohen (1985) classifies the total number of workers in the labour force into 70 rows
describing the location, status and education of workers, and 63 columns, which
identify the economic sector of employment and occupation. The LFM (1987-88)
has been compiled using the cross-tabulations reported in the Labour Force Survey
for 1987-88 [Government of Pakistan (1989)]. The rows describe the location of
the labour force according to rural and urban areas, the status of the workers by five
types i.e., employers, employees, self-employed, family workers and unemployed,
and seven educational levels i.e., below primary, primary, middle secondary, higher
secondary, intermediate, degree and post-degree. The columns identify the labour
force according to nine economic sectors i.e., agriculture, mining, manufacturing,
electricity, construction, trade, transport, finance, and services, and seven occupation

*The authors are Chief of Research and Staff Economist at the Pakistan Institute of
Development Economics, Islamabad.
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groups i.e., of professionals, administrative personnel, clerical workers, sales workers,
service workers, agricultural and production workers.

In this form the LFM is a flexible tool which can be aggregated to various
classifications reflecting the heterogeneity that exists in labour markets, and also
to analyse the segmentation in labour markets around status categories. For example,
Table 2 presents the aggregated form of the LFM in percentage form for the year
1987-88 with a division of the labour force into wage and non-wage labour. A sub-
division into protected wage labour and unprotected wage labour can identify the
vulnerable segments of the labour force. Table 3 presents a projected LFM for the
year 1992-93 in percentage form which has been estimated on the basis of labour
force trends during the period 1982-83 to 1987-88.

3. CHANGES IN THE COMPOSITION OF THE
LABOUR FORCE (1982-83 — 1987-88)

A comparison of the labour force matrices for 1982-83 and 1987-88 shows
that changes in the sectoral distribution of the labour force during the Eighties are
characterized by increased mobility of the labour force, a decline in the proportion
of the total number of people employed in the agricultural sector, growth of employ-
ment in the non-commodity producing sectors and increasing importance of rural
non-agricultural activities. The rate of labour absorption in the agriculture sector
has not been high though non-agricultural employment in the rural areas has expand-
ed significantly. This expansion and the relatively fast pace of growth of employ-
ment in the non-commodity producing sectors have played an important role in
determining the trends in the country’s labour market. In the urban areas employ-
ment growth is largely determined by changes in the non-commodity producing
sectors. The increases in the labour force during the Eighties have been absorbed,
primarily by the construction, transport and service sectors where a large majority
of workers are not protected by labour legislation, which therefore, reflects the
growth of the unprotected vulnerable segment of the labour force.

The proportion of the labour employed in the agriculture sector has declined
from 51.7 percent in 1982-83 to 48.7 percent in 1987-88 though there has been a
small increase in the number of agricultural workers. In this period the rate of labour
absorption in the agriculture sector remained low which is reflected in the growth
rate of agricultural employment of only 1.5 percent per annum as compared with
the growth rate of the labour force of 2.7 percent per annum. Almost 34 percent
of rural workers are employed in non-agricultural activities as compared with 30.8
in 1982-83, which represents an increase of 24 percent during the five years. Given
a tightening of rural labour markets and rising real wages of agricultural workers the
increase in the proportion of rural workers employed in nornragricultural activities is



579

Labour Force Matrix of Pakistan

00001 89°L I€ST S9¢ 9L'e €59 800 170 900 I8TI T€0 0L0 61°0 S¥8y SO0 S1°0 200 101
8I'e 850 L¥O 110 0z0 890 000 00°0 000 190 00 000 1000 8¥0 000 100 000 dWANN
6€0 000 800 $0°0 LT'0 000 000 100 100 100 000 00 1000 €00 000 000 00°0 1S0d
080 100 970 810 sI'0 100 000 €00 100 €00 000 so0 100 $00 000 100 000 R0 ()
80'T €00 6£0 Lro 910 €00 000 00 100 L00 000 $0'0 100 €10 000 100 00°0 “HINI
66'c 070 9¢1 ve0 8€0 610 000 €00 100 ov0 100 L0°0 200 +6'0 000 €00 100 ‘04SH
06y 870  SE'1 o L0 60 000 100 000 950 100 700 000 91T 100 100 00°0 DASN
9’8  0S0 9L oro 900 650 100 100 000 901 00 W00 000 I1£¥ 100 100 000 ‘Wrad
8005 LOT ¢¥E'S [241] vr'o 6T €00 <00 000 L€y 600 $0°0 1000 0TS¢ €00 €00 000 ‘WRidd
AIVM-NON
790 100 €00 o o0 000 000 100 100 100 000 €00 700 100 000 000 000 Lsod
60T 00 600 wo 90 100 000 00 000 +00 000 600 wo 100 000 000 000 q4oaa
91't  S00 €10 8€0 9¢'0 W00 000 100 000 800 100 L00 w00 00 000 000 000 “HINI
SI'e  0€0  6v0 L90 9L'0 €I'0 000 700 100 90 700 o €0°0 I 000 100 000 “04SH
9€'T  6£0 8¥0 €0 ¥1'0 61'0 000 100 000 80 700 ¥0°0 10°0  LZT0 000 000 000 ‘JdSHW
ev'e  $90 790 810 e L0 000 100 000 T60 00 €00 00’0 IS0 000 000 00°0 ‘WRid
0€ST 65T L¥T 8€'0 870 €51 700 100 000 ¢€9¢ 0T0 900 100 1T¢v 000 000 000 ‘WRdd
. TOVM
oid/By iSleS SD/WPY Jod Ooi/By S/ES sp/wpy  jod oif/Bv Mg/ IDfwpy Joid  0id/BY Ig/ES Spjwpy  Joid
IeioL AlS/urg/uel] foperL UONINIISUO) M/seD/ard fuep /uutn Imnoudy
. (uoynquisyy aSmuaosnd)

zo1qeL

(88-L861) XuIDW 3040, 4noqPT p21182.33y



Sarmad and Husain

580

00001 LO'9 8611 LOOI 20% €$°21 LZOQ Ov0 LIO 706 OO0 OI'T 810 €€ve £L°0  T€6 200 moL
0S€ SLO0 STO 900 $TO 09T 100 000 000 S¥0 TOO0 000 100 OO0 000 €00 000 "dINANN
8,0 000 L00 L00 STO 000 000 100 00 000 00 TOO €00 [00 000 8TO 000 Lsod
19T 100 #€0 080 810 100 000 L0°0 00 100 100 ¥I'D W0 00 000 L60 000 ¥odd
05T 100 S€0 00T 620 ZO0 000 LOO €00 100 TOO SI'0 €00 LOO 000 SHO 000 “AINI
899 pI'0  ITT 661 $90 THO TWO 800 SO0 9TO0 €00 £L0 P00 LSO 100 L60 100 ‘0dsH
0LS 610 680 660 LOO €90 W0 €00 100 €0 100 600 100 HST OO0 880 000 “0dASW
v86 O0v0 €T 980 TI'D H9T €00 OO0 100 L0 TOO 800 100 Y¥E 00 OTI 000 Wrid
ST6F 89T TLE  0ST L0 SOL  LT'O  LOD TO0 TWE 800 810 TO0 ILST SI'0 OSY 000 Wridg
AIVM-NON
0S0 000 SO0 600 ZEO 000 000 000 0O 000 I00 OO 000 000 000 000 000 1sod
680 100 SI'0 LEO STO 000 000 100 000 TO0 100 900 000 000 000 100 000 g0
180 200 810 0TO C€EO 000 000 000 000 €00 100 €00 000 100 000 000 000 “ALNI
82T €0 LSO 0£0 T90  LOG 000 100 000 9€0 TOO €00 100 %00 000 000 000 "OFSH
86T LTO LE€O 610 L0 800 000 000 000 I¥'0 100 OO 000 SI0 000 000 000 OHSW
€T LP0  0SO  ¥I0  OI'0 0TO 000 000 000 690 100 100 000 I€0 000 000 000 Whid
€L°01 161 TI'T IS0 STO 080 100 000 000 89T SO0 SO0 000 €T 100 100 000 ‘WRidd
AIVM
oid/By 1g/les °D/wpy joid ox/By mg/fS eDjwpy  Joid o0ld/By 1§/Eg op/wpy  Joid OJ/BY la§/[ES SD/WPY  JoM
oL Alog/upj/uel) [apei], uonINISUOY M/seOfo1d /ueN/uuIN aimnopdy
(uoynqrusyq a8vuaomd)

£8-2861 (Pa1035438Y ) XLUDW 2040,] 4n0qu] paixloid
£ 91981



Labour Force Matrix of Pakistan 581

partly a reflection of an increasing diversification of the rural economy associated
with higher levels of per capita income and consumption.

In industry, the rate of growth of labour absorption has increased by a little
less than 5 percent per annum. But there has been a slight increase in the proportion
of non-wage industrial labour, which shows the increasing importance of the small-
scale non-wage sector. A similar conclusion can be drawn from the evidence of a
slight decline in the proportion of urban industrial labeur in the total and the rise
of non-wage employment. The fastest growth of employment (6.2 percent) has
been in the non-commodity producing sectors, especially in the construction and
transport sectors, which have absorbed most of the increase in the employment
during the Eighties.

Employment in the services sector, which is employment mainly in the public
sector, has grown at a rate of almost 9 percent per annum since 1982, largely due to
the rapid expansion of public expenditure and has led to a shift in the composition
of the labour force in favour of salary earners. The number of urban employees in
the service sectors has grown by 42 percent and almost half of the employees have
higher secondary or above education. In the trade sector with a high proportion
of self-employed and unprotected wage earners constituting a vulnerable section of
the labour force having a very low educational achievement, there has been a modest
increase in total employment of 3.1 percent per annum.

4. EDUCATIONAL CHARACTERISTICS OF
THE LABOUR FORCE

A number of significant changes have occurred in the educational attainments
of the labour force during the period from 1982-83 to 1987-88, reflecting a high
degree of market flexibility and sectoral mobility of educated workers. First, workers
with little or no education have increased at a rate which is more than the average
rate of growth of the labour force. As a result, such workers now make up 65.4
percent of the total labour force in the country as compared with 65.1 percent in
1982-83. Second, there has been a substantial decline in the number of highly
educated workers in the agricultural, industrial and construction sectors. Third, the
service sectors have increased rapidly, and within this sector the number of highly
educated workers has increased at an even faster rate. The service sectors now
account for the largest concentration of highly qualified persons in the economy.
And fourth, employment in the service sectors has increased, in general, at a growth
rate higher than the average leading to a high rate of absorption of even the poorly
educated workers. This is in marked contrast to the changes that have occurred in
the industrial labour force. Employment absorption has declined in the industrial
sector for all categories of workers though the percentage decline is largest Yor
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workers with intermediate and higher degrees.’

However, during the Eighties the problem of educated unemployment has
become a cause for much concern, The proportion of unemployed educated labour
in the total number of unemployed persons has increased from less than 43 percent
in 1982-83 to almost 47.1 percent in 1987-88 while the rate of unemployment has
declined from 3.9 percent to 3.2 percent during the same period. There is a positive
relationship between educational attainment and the rate of unemployment. The
lowest rate of unemployment of 2.6 percent is for workers with less than primary
education. The rate of unemployment for workers with middle or higher secondary
education is 6 percent, which is the same as the rate of unemployment for workers
with intermediate education. Beyond this level of education the rate of unemploy-
ment declines to 3.8 percent for workers with degree education and to 1.9 percent
for workers with post-degree education. The higher rate of unemployment for
secondary and intermediate education suggests that market adjustment in response
to the pressure of the educated job-seekers is slow, which is partly due to the domi-
nance of a large informal sector.

6. SUMMARY AND CONCLUSIONS

In this paper a LFM has been constructed for the year 1987-88 and estimates
a projected LFM for the year 1992-93. A comparison of the LFM 1987-88 with the
LFM 1982-83 shows that there has been a decline in the proportion of the workers
employed in the agricultural sector, while non-agricultural activities in the rural areas
have increased in importance. In the urban areas the contours of labour market
growth are increasingly determined by the service sectors, which have absorbed
most of the increases in the labour force. But this has been accompanied by the
growth of the unprotected vulnerable segment of the labour force.

The educational composition of the labour force leaves much to be desired.
Even more disturbing is the rise in the percentage of the educated unemployed and

1Developing countries including Pakistan have demonstrated a remarkable capacity for
labour absorption, even when modern sector employment growth is only a fraction of total
labour force growth. The urban and rural traditional or informal sectors are large with flexible
wage rates and high elasticities of substitution between factors. These sectors have absorbed
an increasing proportion of the additions to the labour force and have kept the open unemploy-
ment rate quite low. The full intensity of the unemployment problem in developing countries
cannot be captured from the aggregate trends of labour supply and demand because in develop-
ing countries employment cannot be treated as a ‘discréte’ and ‘homogenous’ category, while
the measure of labour market imbalance involves the division of the total population into three
distinct categories of those not in the labour force, the employed and the unemployed. Thus,
for an explanation of the observed rates of unemployment it may be necessary to focus on the
microdynamics of labour market behaviour rather than on aggregate trends of labour supply
and demand.
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there is a positive relationship between educational attainment and the rate of
unemployment. Part of the problem of educated unemployment is due to a mis-
match between educational attainment of the new entrants to the labour force and
the pattern of labour demand, which suggests that improvements are needed in the
education and training system to enhance the employability of educated job-seekers.
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Comments on
“Labour Force Matrix of Pakistan 1987-88"

Given the title of the paper, one would expect a formal treatment of the
compilation of the Labour Force Matrix (LFM) for Pakistan including the
theoretical merits and demerits. However, the LFM for the year 1987-88 is simply
presented with a reference stating that the table is “compiled using the cross-tabula-
tions . ... reported in the Labour Force Survey for 1987-88’". Therefore, this lack
of reference to methodological issues renders it impossible to gauge the quality of
the matrix and its forecast for 1992-93. Consequently, I will turn to the main
objective of this paper, which concentrates on the use of the LFM as a tool for
analyzing labour market trends in the economy,

First of all, I would like to observe that in the discussion on labour market
trends, the authors tend to utilize data which do not appear in the tables or are
presented in a format which is not clear. Besides, it has been shown elsewhere
[OECD (1971)] that the coefficients derived from the LFM for the purpose of
manpower planning are inappropriate given the high level of aggregation of the
data used.

Having said this, I would like to turn to some of the arguments which are
brought forward by the authors to explain the trends observed from the LFM.
However, the arguments are not supported by data or literature references. On the
other hand, my comments are based on a study of the labour force by Andel and
Havinga (1989) using data from the Census of Manufacturing Industries (CMI), the
Survey on Small and Household Manufacturing Industries (SHMI) and the Distribu-
tive Trade Survey (DTS). For each of the three surveys, 2 data sets have been used
for the manufacturing sector for the years 1976-77 and 1983-84 and for distributive
trade for the years 1975-76 and 1984-85. As the sectors covered by these surveys
provide employment to a substantial proportion of the population working in
non-agricultural activities, some inferences have been drawn on the employment
absorption capacity and trends and issues regarding productive and gainful employ-
ment and income distribution.

For instance, the authors conjecture that “the tightening of rural labour
markets and the increase in the proportion of rural workers employed in non-
agricultural activities . .., lead to higher levels of per capita income. However, we
have observed sharply declining labour productivity in rural non-farm employment
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from 1975-76 to 1984-85 which, in turn, is significantly lower than that in urban
informal employment. This result is contrary to their statement.

Secondly, their observation that labour absorption in the manufacturing sector
increased by 5 percent per annum seems to be on the high side. The survey results
indicate an increase of 3 percent per annum, More importantly, but not mentioned
in the paper, is that the bulk of the absorption has taken place in the small-scale
manufacturing sector where 40 percent of the employment is in sectors with declin-
ing productivity.

Thirdly, although we can confirm the growth rate of 3.1 percent per annum in
the distributive trade sector, their related statement on vulnerability of employment
in this sector is not in conformity with our findings. In contrast, an 8 to 9 percent
annual increase in labour productivity is observed in this sector. Still, one prefers
to see similar trends in other sectors of the economy, since the nature of this sector
does prevent the creation of resource mobilization capacity and technological
innovation.

Fourthly, their statement that educated job-seekers are unemployed due to
search time and at the same time participate in economic activities cannot be correct.
By definition, a person of 10 years of age and above, is considered employed if
he/she works 15 hours or more during the last week for pay or family gain.

At this stage I would like to conclude, that the list of comments is not ex-
haustive. The labour market analysis presented in this paper lacks rigor and depth.
Moreover, the level of aggregation of the LFM they use shows that the present
format of LFM is an inappropriate tool to undertake detailed labour market analysis.
Nonetheless, the LFM might prove an appropriate tool at a more disaggregated level,
especially when used in conjuction with specific purpose surveys to explain the
observed trends.

Ivo C. Havinga
Erasmus University,

Rotterdam.
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