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Abstract 
This paper explores the linkages between poverty and labor force 

participation in the context of Pakistan. Poverty alleviation has been 

one of the major issues throughout the societies. Different strategies 

have been adopted in Pakistan to improve the country condition and 

earning capacity, provision of social safety nets for the poor. The study 

is based on the secondary source of data mainly collected from 

Pakistan Economic Survey and Federal Bureau of Statistics. The 

determinants of poverty are estimates by using ARDL approach. The 

findings of the study show that employment is the major source of 

poverty alleviation and health expenditures and inflation also 

contribute significantly. It is suggested that more jobs for the skilled 

population must be created in order to curtail poverty in Pakistan. 

 

Keywords: Labor force participation rate, Poverty, Co-integration, ARDL, Pakistan. 

 

I. Introduction 
 Pakistan is falling multidimensional issues like unemployment, poverty, price 

discrimination and population pressure etc. Poverty is important issue. Initially world 

poverty was not well understood and a general concept was that the poverty would 

always be with us. No doubt, reality and threat of poverty was common throughout the 

early modern period. There are numerous studies that have measured poverty levels and 

trends by using variety of variables, measurement techniques and definitions of poverty. 

Poverty is a result of different social, political and economic processes, therefore, poverty 

can be assessed by using different approaches to highlight different aspects like 

population growth, level of education, health, income level and its distribution, 
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geographical location and gender discrimination. These multidimensional features of 

poverty have made it a global issue and Pakistan is one of those countries that are facing 

the huge challenge of poverty control.  Extreme poverty has remained a common problem 

in the developing world. Close to one billion people live on less than $1 per day at 

purchasing power parity and some 2.7 billion over 40% of the world’s population live on 

less than $2 a day (World Bank). Those people often suffer from poor health conditions 

usually characterized by under nutrition, high infant mortality rate and high rate of other 

epidemic diseases. Similarly other socio-economic indicators of this class are also 

severely disturbed by high level of poverty e.g. low literacy rate, social and economic 

exclusion and poor living conditions (Todaro, 2012).  

 

 Though poverty has been a major challenge since ages but in present scenario 

where the poverty is giving rise to many international problems like terrorism and other 

social evils, the importance of poverty reduction strategies have increased many folds. 

Poverty is a problem of developing economics. Similarly, Pakistan being a developing 

country is facing a problem of poverty. In 2011 almost 12.4 percent population of 

Pakistan was living below poverty line (Pakistan Economic Survey 2013-14). Besides 

many reasons of poverty, the growing population is the one of the main factor. Strictly 

speaking, Pakistan population is 184.35 million people during the year 2013 with 1.97 

percent annual population growth (Pakistan Economic Survey 2013-14). With reference 

to Pakistan, present study is aimed to answer some fundamental question that are; does 

labor force participation attainment a starting place from where poverty is initiated to 

trim down. Does health and education a factual pathway through which poverty 

diminishes? This study is divided into six sections. The section two gives trends and size 

of the labor force participation rate in Pakistan. An extended literature review is 

presented in the third section while data and methodology is discussed in fourth section. 

In the fifth section, we have estimated the results, whereas, conclusion is presented in 

sixth section.  

 

Figure 1: Poverty and Labor Force Participation Trends in Pakistan: 

 
Source: Pakistan Economic survey (various issues).    

 

 This Figure shows recent sixteen years trend of labor force participation and 

poverty in Pakistan. According to economic survey of Pakistan, labor force participation, 

and poverty have decreased day by day from 2000 to 2015.  
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II. Literature Review 
 A number of studies aimed at exploring the relationship between labor force 

participation, health, education and poverty reduction through the course of development 

process. Poverty alleviation has always been an important issue for policy makers in 

order to make policies to enhance economic growth and development. It has been 

observed in the literature, that the goal of poverty reduction can be achieved by 

increasing the household income. The governments usually try to improve the household 

income by trying to increase the labor force participation rate by creating more jobs. The 

labor force participation rate is also influenced by socioeconomic conditions like health, 

education and other public infrastructure. 

 

 Ferreira and Lanjouw (2001) investigated the importance of nonagricultural 

activities in rural areas in the Brazilian Northeast along with the determinants of non-

agricultural employment. The authors concluded that the education and location of urban 

areas were the important determinants of nonagricultural employment. Their results 

indicated that educated people especially with secondary education had better prospects 

of job in rural non agriculture sector. Arif et al. (2002) presented a different approach to 

study the dynamics of employment status in Pakistan by using a longitudinal data instead 

of cross sectional data. They used two rounds of Pakistan Socio-Economic Survey 

(PSES) to analyze the movement of individuals in and out of labor force. The results 

reveal that human capital variables like education; training and age have greater influence 

on movement into the labor force. The authors concluded that the quality of education 

and proper training should be the policy focus in order to increase the labor force 

participation. 

 

 Hafeez and Ahmad (2002) identified various socioeconomic and demographic 

factors that influence the decision of educated married women regarding participation in 

the labor market. The authors used logit and probit models on primary data from Mandi 

Bahaudin district of Punjab. The study concluded that the level of female’s education 

level was a positive determinant of female labor force participation whereas the 

household income and ownership of assets were negatively associated with female labor 

force participation decision. Odhiambo and Manda (2003) estimated the relationship 

between urban poverty and labor force participation in Kenya. They concluded that the 

unemployment and poverty are positively related i.e. poverty increases with the increase 

in unemployment.   

 

 Jamal (2004) highlighted the importance of distribution policies in poverty 

reduction in Pakistan by analyzing the data for period 1979-2002. This study found 

statistically significant poverty elasticity with respect to various inequality measures. The 

author further proves that inflation, sectored wage gap and terms of trade in favor of 

manufacturing are one of the significant positive correlates of inequality while 

investment and development expenditures on social services were found to have negative 

impact on inequality. Hussain (2005) suggested the unstable and slower growth in 

Pakistani agriculture sector during 1990s was one of the major reasons of widespread 

poverty and inequality in the rural areas of Pakistan. He suggested that in order to tackle 

the problem of poverty and inequality the elite farmer strategy should be replaced by 

focusing small farmers along with establishment of small scale industries in the rural 
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areas. That would not only address the employment issued but would have also 

contributed positively towards poverty reduction and income equality.   

 

 Wasim et al. (2008) analyzed the strength of the women population in Sindh 

(1972, 1981, 1998) population census. They examined the female employment by using 

employment status in rural and urban areas to measure the improvement of the economic 

status of women. Data was collected from the population census report for Sindh (1972, 

1981, 1998). The study concluded that the employment status of females in Sind province 

increases in 1998 as compared to 1981 but still the female participation was very low as 

compared to male in labor force. Chaudhry (2009) explained the brief description of 

significant projects for poverty alleviation and rural development participation in 

Southern areas of Punjab. The study found that the variables like household size, age of 

household head, space in house and ratio of female and male members of the family have 

significant positive impact on the rural poverty. Whereas, education and female labor 

force participation have strong but negative impact on Poverty.  

 

 Khan and Shirazi (2009) suggested that poverty alleviation has been one of the 

major problems Pakistan. Different strategies have been adopted to reduce the poverty 

alleviation like special programs and provision of social safety nets for the really poor 

and many others. Their findings were based on the data from Gallup 2005. Bibi and Afzal 

(2012) examined the factors that affect the decision of married women to participate in 

the labor force. The study found that income, education and employment status of 

husband were positively related to the labor force participation decision of married 

women. They argue that working women were enjoying better quality o f life as 

compared to housewives. The authors recommended that the more facilities should be 

provided to housewives in order to take care of the kids and more emphasis should be 

placed on female education. 

 

 Kaur and Kaur (2012) examined the pattern of female labor participation in Indian 

Punjab between 1991 and 2001. They found that the male workforce participation, sex 

ratio and female literacy rate were having significant correlation with female workforce 

participation rate. A number of studies are conducted on the poverty alleviation through 

different variables and similarly labor force participation determinations are studied. But 

the number of the present study is that we have tried to explore the issue between labor 

force participation and poverty and have made effort to answer the basic question is 

growing labor participation in economic activities solution of poverty reduction. 

 

III. Data Description and Methodological Issues 
 The main body of the study is concerned with reliable source of data, measurement 

of data and analysis of data through appropriate technique. 

 

A. Data sources 

 The secondary source of data has been used to determine the impact of labor force 

participation on poverty in Pakistan. The data of all selected variables are taken from 

Hand Book of Statistics published by Federal Bureau of Statistics (FBS), Pakistan and 

various issues of Economic Survey of Pakistan. The study is based on time series data 

covering the period from 1975-2015. 
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B. Econometric Issues 

 The selection of appropriate estimation technique is of prime importance in order 

to find reliable results. As the time series data is being used in this study, the stationarity 

of data is an important issue. The choice of appropriate estimation technique depends on 

the stationarity of data. 

 

Stationarity of Data 

 The disturbance term is to be white noise, firstly Dickey and Fuller present the 

stationarity test to check, the order of integration and later on. They developed the test 

procedure of augmented version. The ADF test includes the lag length of the dependent 

variable to eliminate the autocorrelation. The lag length is either determined by the 

Akaike Information Criterion (AIC) or Schwartz Bayesian Criterion (SBC).The 

stationarity of the data confirm the methodology used for the estimation. ADF test is used 

to check the stationary of variables. If, all variables are integrated of degree one, in this 

case, the estimators can be estimated by employing an error correction model because of 

co-integrated series. However, if all variables are not integrated of same order i.e. some 

variables are integrated at level and some are at I (1) then ARDL modeling approach is 

considered the most appropriate technique. 

 

Auto Regressive Distributive Lags Model 

 Engle and Granger (1987) and Johansen (1991) techniques have been used to 

identify the co-integration between macroeconomic variables. All variables are stationary 

and with an equal order of integration. Narayan (2005) developed a model to introduce 

co-integration technique known as ARDL bound testing approach. We are choosing the 

correct time-series model depends on the results of stationarity and co-integration tests. 

The advantages of the ARDL approach of co-integration techniques; first, if we have 

small sample size data, then we apply the ARDL for co-integration technique, it provides 

better results as compare to Johansen and Engle-Granger techniques because these co-

integration techniques need to be a large sample size.  Second, we can apply ARDL co-

integration technique, whether the integration at I (0) or I (1).Third, the ARDL technique 

has a different optimal lag length of variables. The ARDL model has become more and 

more famous in later years (Jayara man and Chong, 2009). 

 

Bound Testing Procedure 

 Three basic assumptions of bound testing that are; first, use ARDL model after 

identifying the order of integration of series Narayan (2005). Second, the same order of 

integration is not bounded i.e., the integration is at I (0) or I (1). Third, the ARDL model 

technique provides better results in case of small sample size. 
 

1

 =  +  +  ................ (1)

p

i
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 Where Xt and Yt are included in vector Zt. Yt represents the dependent variable 

Poverty (POV) and  Xt represents a set of explanatory variables such as [Xt= LFP, INF, 

HEX, LITR, FRTY] for Model and t denoted time indicator. Vector error correction 

model (VECM) is given as below: 
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 The long-run multiplier matrix as: 
 

=
yy yx

xy xx

 


 

 
 
   

 

 The diagonal elements of the matrix are unrestricted, so the selected series can be 

either I (0) or I(1). If λyy=0,then Y is I(1) and if , λyy< 0 then Y is I(0). 
 

C. Description of variables 

 The factors like labor force participation, inflation, health expenditures, literacy 

rate, and fertility rate are considered explanatory variables. In the present study, we have 

taken the head count ratio to measure the poverty. The development of a society is 

basically dependent upon the quality of human resources, both male and female. The 

explanatory variables are explained as follows: 
 

Labor Force Participation Rate (LFP) 

 The labor force participation consists of everyone of working age, commonly 

above an age 18 years and below 65 years. The labor force participation rate in Pakistan 

(2011) was 32.80 percent (Pakistan Economic Survey 2011-12). It is hypothesized that 

increased labor force participation rate reduces poverty. 
 

Inflation Rate (INF) 
 Inflation is considered a very important variable to examine the standard of living 

of people. Simply inflation means a sustained rise in general price level. Inflation may be 

positive or may be negatively related to the poverty. The inflation rate in Pakistan during 

2011 was 9.7 percent (CPI) according to Pakistan Economic Survey 2011-12.  
 

Literacy Rate (LITR) 

 Literacy rate is used as a proxy for education. Theoretically it is expected that 

education reduces poverty. But in literature, we have found that higher education 

increases poverty. So it is assumed that education may influence poverty directly as well 

as indirectly. We consider that higher literacy rate will increase efficiency of labor, but 

jobs are rare so poverty has increased. The literacy rate in Pakistan was 58 percent in 

2011 (Pakistan Economic Survey 2011-12). 
 

Health Expenditures (HEX) 

 Health is a state of complete physical, mental and social well-being. There are 

different factors affecting health, i.e. social, cultural and environmental factors. Health 

expenditures include the total spending of households on health. It is expected that health 

expenditures are inversely related to poverty. 
 

Fertility Rate (FRTY) 

 The fertility rate is birth rate i.e. how many children are born in a specific period 

of time. The fertility rate in Pakistan during 2011 was 3.4 percent according to Pakistan 

Economic Survey 2011-12. Theoretically, it is expected that higher fertility rate decreases 

the poverty rate. 
 

D. Model Specification 

 Based upon the above discussed variables, our specified model is given as follows:  
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POV= f(LFP, INF, HEX, LITR, FRTY)     (3) 
 

 The unrestricted vector error correction representation of the specified model is as 

under; 
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 This ARDL equation of the order (a, b, c, d, e, f) shows the long run and the short 

run relationship between dependent and independent variables. The order of the ARDL 

lag length is chosen on the basis of Schwartz Bayesian criteria. We show the impact of 

Labor Force Participation on Poverty alleviation in Pakistan. The ARDL equation has 

some present and past variable's relationship. is the intercept term and t is the white-

noise disturbance term, which shows the all ignored variables. Poverty (POV) is the 

dependent variable and labor force participation (LFP), inflation rate (INF), health 

expenditures (HEX), the literacy rate (LITR) and fertility rate (FRTY) are the 

independent variables. We included the lag term of dependent variable poverty (POV). 

The lags term are developed the minimum Schwarz Information Criteria (SIC). This 

equation is developed the short run as well as the long run relationship of dependent and 

independent coefficient of variables. Where are short run coefficients 

of variables and 7 8 9 10 11 12,  , , , ,       are the long run coefficient of variables.  
 

Wald Test (F-Statistics) 

 After regressing ARDL equation, we apply the Wald test (F-Statistics). The Wald 

test (F-Statistics) is establishing the long run relationship between dependent and 

independent variables. The Wald test (F-Statistic) is imposing the restriction of the 

estimated long run coefficient of poverty (POV), labor force participation (LFP), and 

inflation rate (INF), health expenditures (HEX), the literacy rate (LITR) and fertility rate 

(FRTY) under the ARDL equation Null Hypothesis is as follow;  
 

0 7 = 8 = 9 = 10 = 11 = 12 = : 0      (No long run relationship exist) 

Alternative Hypothesis as; 

1 7  8  9  10  11  12  : 0                       (A long run relationship exist) 
 

 If the calculated F-Statistics value greater than the tabulated value, then we reject 

the null hypothesis and accept the alternative hypothesis. If the calculated F-Statistics 

value less than the tabulated value, then we accept the null hypothesis and reject the 

alternative hypothesis. 
 

The time Horizons: Short run and Long run Relationship 

 The general equation (4) is shown the short run and the long run relationship 

between dependent and independent variables. Now we estimate the long run and short 

run separate equations. The following equation is show the long run relationship between 

dependent and independent variables.  

 

0

1 2 3 4 5 6,  , , , ,      
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 Equation (5) shows the long run relationship between dependent variable, 

explanatory variable and the lag term. In this equation, we include the lag term of poverty 

(POV) to adjust the data and estimate the equation. 
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 Equation (6) is shown the short run relationship between dependent and 

independent variables. In short run equation, we include the error correction term lagged 

(ECM) t-1 to adjust the results. 
 

Error Correction Model (ECMt-1) 

 Error correction model (ECMt-1) shows the short run effect on X and Y variable, 

long run effect on X and Y variable and the speed of adjustment. 
 

 t-1 t-1 t =  +  + (ECM ) + ........... (7)t       
 

 Equation (7) shows the error correction term (ECMt-1). In this equation, δ is 

showing the short run effect and λ is showing the speed of adjustment. 
 

D. Statistical Analysis 

 Descriptive statistics of the selected variables are presented in the table (3). The 

average poverty rate (head count ratio) (POV) is 27.03 for our analysis with a standard 

deviation of 6.64. On the average, the labor force participation rate (LFP) is 65.01 with a 

standard deviation of 1.89. The average rate of inflation (CPI) and health expenditures 

(HEX) are 9.77 and 17222.72 with a standard deviation of 5.66 and 20466.83 

respectively. Similarly, the average literacy rate (LITY) and fertility rate (FRTY) are 

37.44 and 5.62 in our statistical analysis. Almost all variables are little bit skewed. In our 

analysis Poverty, inflation rate, health expenditure, and the literacy rate are positively 

skewed while the ratio of labor force participation and fertility are negatively skewed. 
 

Table 1: Descriptive statistics 

Variables Mean St. Dev. Skewness Kurtosis J.B. Pro. 

POV 27.0303 6.6439 1.2687 3.6465 11.4269 0.0033 

LFP 65.0050 1.8864 -0.9203 2.8229 5.6988 0.0579 

INF 9.7670 5.6586 1.8285 7.0666 49.8524 0.0000 

HEX 17222.72 20466.83 1.5422 4.6979 20.6616 0.0000 

LIRT 37.4360 13.2832 0.1789 1.5592 3.6735 0.1593 

FRTY 5.6150 1.2675 -0.3620 1.4914 4.6668 0.0969 

Source: Author’scalculation 
 

 Kurtosis measures the peakedness or flatness of the data related to the normal 

distribution. The value of kurtosis indicates that the variables like inflation, health 

expenditure and poverty have a high peaked or Lepto-Kurtic distribution. The labor force 

participation has a normal distribution while the shape of a distribution for literacy rate 
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and fertility rate are Platy-Kurtic. The Jarque-Bera (JB) test of normality gives the 

common conclusion of skewness and kurtosis. Jarque–Bera (JB) test of normality 

suggests that if the computed ‘p’ value of poverty, inflation rate, and health expenditure 

are zero or very low, so the residual of poverty, inflation rate, and health expenditures are 

not normally distributed.  
 

ADF Test for Stationarity 

 The ADF test includes the extra lag length of the dependent variable to eliminate 

the autocorrelation. The extra lag length is either determined by the Akaike Information 

Criterion (AIC) or Schwartz Bayesian Criterion (SBC). 
 

Table 2: Results of ADF Test 

Variables 

At level At First Difference 
Order of 

integration intercept 
Trend and 
intercept 

Intercept 
Trend and 
intercept 

POV -3.89* -2.90 - - I(0)* 

LFP -1.97 0.05 -2.74 -4.46* I(1)* 

INF -4.76* -4.35 - - I(0)* 

HEX -3.72* -5.57 - - I(0)* 

LIRT 0.31 -2.03 -3.74* -3.63 I(1)* 

FRTY 0.47 -1.93 -2.71* -2.77 I(1)*** 

Source: Author’s calculation, the (*, ***) shows the level of significance at 1% and 10% respectively.  
 

 This table 2 shows the results of the ADF test on stationarity. In this table, some 

variables are stationary at level and some are stationary at first difference. The dependent 

variable poverty and the explanatory variables like inflation rate, health expenditures are 

stationary at a level and labor force participation rate, literacy rate, and fertility are 

stationary at first difference.  
 

Bound Test for Co-integration 

 Bound test for co-integration shows the long run relationship between variables. 

We have used the Bound testing approach to develop the long run relationship with the 

help of the Wald test (F-Statistics). 
 

Table 3: Results of Bound Testing for Co-integration 

Equation 
F-Statistics 
Calculated 

Upper Bound 
Critical Value 

Conclusion 

Equation (4) 
POV/ LFP, INF, HEX, LITR, 

FRTY 

4.3072 
[0.0030] 

3.92 
(95%) 

Co-integration 
exist 

Source: Authors’ calculations, Note: Computed F-statistic: 4.31 (Significant at 1% marginal values).For 

sample size 30-80, Critical Values at k =6-1=5 is cited from Narayan (2005), Case II: Restricted intercept and 

no trend. The numbers in parenthesis shows the probabilities of F-statistic. 
 

 In this table second column shows the F-Statistics value, which is calculated with 

the help of Wald test. The critical upper Bound value is shown the third column. The 

results are showing the long run relationship exists with variables.  
 

V. Estimation of Results 
 Based on the suggested methodology, the results of our specified model are given 

in the tables 6, 7 and 8.Table (6) shows the long run results and table (7) expresses the 
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short run results. In this analysis poverty (POV) is the dependent variable and the labor 

force participation rate (LFP), inflation rate (INF), health expenditures (HEX), the 

literacy rate (LITR) and fertility rate (FRTY) are the independent variables.  
 

Table 4: Long-run ARDL Results: 
Regressor Coefficient Standard Error T-Ratio  [Prob.] 

LFP -1.349 0.412 -3.274     [.003] 

INF 0.141 0.081 1.729      [.094] 

HEX -0.122 0.005 -0.270     [.788] 

LITR -1.130 0.360 -3.157     [.004] 

FRTY 5.001 1.598 3.147      [.004] 

C 142.489 27.619 5.160      [.000] 

T -1.971 0.326 -6.152     [.000] 
Source: Author’s calculation (Micro-fit 4.1). 
 

 The labour force participation is the core variable in our study. We have found that 

the labour force participation reduces poverty. The coefficient of the labour force 

participation is negative and highly significant. The findings show that an increase of one 

unit of labour force participation, the poverty falls about 1.35 units. The reason may be 

that when employment opportunities increase, the income of the people also increases 

that reduces poverty. It is observed in the present study that inflation also increases 

poverty. The value of the coefficient of inflation is not only positive but also significant 

statistically. If there is an increase of one unit in inflation rate the poverty increase about 

0.14 units. The findings of the study the theory of Phillips curve that is inflation increases 

unemployment falls and employment increases that in turn reduces poverty.  
 

 Health is another important factor that reduces poverty. The results of the study are 

theoretically sound but statistically insignificant. Although health expenditures alleviate 

poverty but has minimal impact. The coefficient of literacy rate is negative and 

statistically highly significant. The finding shows that an increase in one unit in literacy 

(LITR), the poverty reduces about 1.13 units. If people are highly educated, they have a 

more job opportunities and employment increased so that’s why poverty decreases. The 

coefficient of fertility rate (FRTY) is positive and significant. The result shows that an 

increase of one unit of fertility rate, the poverty improves about 5.01 units. The results are 

supporting the micro fertility theory of population. The higher fertility rate increases 

poverty because people at lower level of income consider large family as a source of 

increased income, as all the children will be working and contributing to family income. 
 

Table 5: Short Run ARDL Results 
Regressor Coefficient Standard Error T-Ratio  [Prob.] 

dPOV1 0.325 0.116 2.794      [.009] 

dLFP -0.995 0.419 -2.372     [.025] 

dINF -0.104 0.059 -1.759     [.089] 

dHEX -0.090 0.033 -0.269     [.789] 

dLITR 0.833 0.332 2.507      [.018] 

dFRTY -3.689 1.288 -2.864     [.008] 

dC 105.141 32.869 3.198      [.003] 

dT -1.454 0.393 -3.694     [.001] 

ecm(-1) -0.737 0.147 -4.989     [.000] 
Source: Author’s calculation (Microfit 4.1). 
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 This table 7 shows the short run results of the analysis. Almost all the variables 

have significant impact on poverty reduction except literacy rate. The labour force 

participation rate turns out to be a significant variable for poverty alleviation in short-run 

as well as in long-run. The coefficient of ecmt-1 is equal to -0.74 which is highly 

significant. Basically error correction model is showing the disequilibrium value which is 

-0.74. The adjustment of disequilibrium to equilibrium is (1/0.74=1.35). It means 

adjustment time period is almost one year and 4 months.      

 

A.  Diagnostic test 

 J-B normality test for residual is conducted to see residual are normally distributed 

or not because one of the assumptions of CLRM is that residual are normally distributed 

with zero mean and constant variance. Breusch-Godfrey LM test is conducted to check 

the serial autocorrelation in our model. Autoregressive conditional Heteroskedasticity 

(ARCH) is conducted to check the autocorrelation in the variance of the error term. So, in 

our model there is no Heteroskedasticity. 

 

Table 6: Diagnostic Tests 

Diagnostic Tests of model [POV/ LFP, INF, HEX, LITR, FRTY] 

    Test Statistics                        LM Version                                        F Version           

 A:Serial Correlation         CHSQ (1)= 0.15018[.698]                  F(   1,  28)= 0.11110[.741] 

 B:Functional Form           CHSQ (1)=   6.1161[.213]                  F(   1,  28)=   5.3711[.028] 

 C:Normality                      CHSQ (2)=  61.1737[.807]                     -Not applicable- 

D:Heteroscedasticity        CHSQ (1)=   .36956[.543]                   F(   1,  36)=   .35355[.556] 

Source: Author’s calculation (Microfit 4.1). 

 

VI. Conclusions and Policy Recommendations 
 The study predominantly thrashes out the issue of poverty in Pakistan. The results 

of the study keep pace with the theoretical foundations that link up the poverty and labor 

force participation Rate. The inverse relationship between labor force participation and 

poverty because labor force. Participation ratio increase so poverty decrease and the labor 

force participation ratio decrease so Poverty increase. To find out the relationship 

between poverty and labor force participation, study employed time Series date ranges 

from 1975-2015. The study used ARDL technique for the estimation of results after 

scrutinizing the data through ADF test for stationarity. The characteristics of data 

advocate the use of ARDL method. The short as well as long run effects of labor force 

participation on poverty alleviation leads us to draw some important conclusions 

regarding the theme of the study. The fertility rate in Pakistan stimulates the labor force 

participation rate. Results shows that it is a positive situation that expenditure on the 

education contributing positively in poverty alleviation. 

 

 A skilled full human capital generation is making labor force contribution positive 

and efficient towards firm’s production and ultimately per capita income. The real 

situation has a very contradictory that could not bring a real change in reducing poverty 

because of the reason of the huge policy gap, bad governance and weak institutional 

performance and mainly poor implementation. The adjustment process price in the short 

run has also positive for poverty alleviation. Expansionary monetary policy urges labor to 

participate more for labor force. An employment generation activity leads to poverty 
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alleviation. In Pakistan, a huge proportion of labor force is connected with the agrarian 

activity. Less marginal productivity always drives to disguised unemployment. There is a 

strong need to formulate and implement such policies that induce mechanization process 

and make better off the rural labor force position economically. At present, the growth 

promoting strategies, in Pakistan, are mainly focusing the manufacturing and services 

sectors, to absorb the surplus labor. Decentralization of power and land reforms can make 

better availability of the resources to laborer. Income inequality and polarization may be 

vanishes by such strategies of government that create job opportunities to absorb 

upcoming labor force. 
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