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Abstract 
Labor supply is a key factor in socio – economic development and its 
proper utilization is the main source of income generation, poverty 
alleviation and income redistribution. The aim of present study is to 
identify the factors which decide about workers’ participation in 
economic activities. Logistic Regression technique is used to estimate 
the factors of labor force participation, based on primary source of 
data. The study has explored that different level of education, age, 
marital status, household assets and dependency burden play a pivotal 
role in labor force participation’s decision. The analysis has proposed 
that better and quality based education should be provided. 
 

Keywords:  Dependency burden; Spouse’ participation; Binomial Logit 
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I.  Introduction 
 Pakistan is the sixth most populated country with 160.9 million people in the half 
of the 2008. The annual growth rate of population is 1.8 percent. This rising trend in 
population is considered as limiting factor for economic growth and development. 
According to labor force survey 2006-07, the total labor force of the country is 56.33 
million which indicate a rising trend over the period. The labor force participation rate 
during the year 2006-07 is 45.2 percent. Even though, there has been observed a rising 
trend in labor force participation rate in Pakistan; it was 43 percent in 1996-97 and has 
gone up to 45.2 percent during 2006-07 (Labor Force Survey, 2006-07). But, still it is 
very low as compared to the other developed or developing nations. The labor force 
participation rate is very pivotal factor and it refers to the economy’s supply of labor. It 
also indicates the formation of human resource of the country. The major issue is to 
create employment opportunities and curtail unemployment for attaining Millennium 
Development Goals (MDG’s). 

 
 The present study is an effort to identify the factors which are related to workers’ 
participation in economic activities. Many studies has been conducted related to this 
issue. G. Becker (1965), Gronau (1977), and Killings – worth (1983) discussed the issues 
relating to labor force participation decision and also developed theoretical framework of 
supply of labor. Khandker (1987) estimated a time allocation model for rural women in 
Bangladesh. He concluded that education directly and significantly influenced female’s 
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work force decision. Sahn and Alderman (1988) investigated the issue of wage 
determination, labor market participation and labor supply in developing countries.  
 
 Heckman (1993) studied the main advancement in the literature of the labor supply 
and found a theoretical distinction with important empirical pay off between labor force 
participation and hours of work. Garcia and Molina (1998) presented the empirical 
evidence on household labor supply in Spain. The study concluded that an increase in the 
family size decreased the female labor force participation, while the number of 
dependents increased the male labor supply. Pagan and Sanchez (2001) studied the 
women participation rate in economic development in Rural Mexico. The results showed 
that the guarantee of the equal opportunities in education, training and employment for 
women were necessary for national development. Fitzenberger (2004) estimated the labor 
market participation rates in order to compare life cycle participation and employment 
profile of West German males and females of various skill levels.  
 
 There is no shortage of literature on workers’ participation in economic activities 
in Pakistan. Farooq (1968) studied about the facts and figures of the labor force 
participation rate in Pakistan. The study concluded that change in demographic trend, 
educational opportunities and better urbanization increased the demand for labor and 
employment level. Beg (1973), Shah (1975), Kozal and Alderman (1990), Hamid (1991), 
Arif and Sheikh (2000), and Azid et al. (2001) analyzed the facts about labor force 
participation rates in Pakistan. Considering almost all socio – economic and demographic 
facts, the evidence showed that the educational status, health condition, household assets 
and experience were the main determinants of male and female labor force participation 
and employment (Faridi et al., 2009a, 2009b, 2010). 
 
 The rest of the study is structured as follows: the section II provides the sources of 
data, model and estimation methods and description of the variables. The results of the 
study are discussed in section III. Last section offers the concluding remarks and suggests 
the policy implications. 
 
II.  Data and Estimation Method 
a). Data Sources: 
 In order to investigate the workers’ decision regarding labor market participation, 
we have chosen district Bahawalpur, the most underdeveloped district of the Punjab. It 
consists of five sub – divisions namely: Bahawalpur, Ahmad Pur East, Yazman, Hasilpur, 
and Khairpur Tamiwali. Primary source of data which is collected by author through a 
comprehensive and simple questionnaire is used for analysis in the present study. Three 
sub – divisions namely Bahawalpur, Yazman and Ahmad Pur East are randomly selected 
for recording the observation by employing multistage cluster and simple random 
sampling techniques. 494 individuals are interviewed in the age cohort of (15 – 64) years 
from both sexes (Male & Female) and both areas (Rural & Urban) according to the 
population distributions. 
 
b). Normal Probability (Logit) Model: 
 The dependent variable in our study is qualitative or dichotomous. It may take 
only two binary values. 1 if the workers are participating in economic and business 
related activities and 0 if they are not working. We estimate non – linear maximum 
likelihood function for normal probability (Logit) model.  
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We begin with a general function. 
  Yi = f (X1, X2, ……, Xn) 
 Where, Yi shows WPD. Y is equal to 1, if worker decides to participate in 
economic activities and equal to zero if does not. X1, X2, ….., Xn indicate different socio-
economic and demographic factors leading to worker decision regarding labor force 
participation. 
 
 In order to analyze the binary dependent variable, we used Logit model which 
appears from normal cumulative distribution function (Berndt, 1991; Gujarati, 1995; and 
Greene 1992). It assumes the following cumulative probability density function. 
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 The generalized form of regression equation is directly derived from equation (2) 
as follows. 
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 In case of binary Logit regression model, the slope is not constant. So we calculate 
marginal effects or probability derivative as; 
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 The above specified general model may be used as guiding paradigm; the 
operational model for estimation is formulated as: 
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Where WPD = Worker participation decision, 
EDUC = Educational levels of the workers, 
AGE = Worker’s age groups, 
Zi = Other Socio-economic factors. 
 
Table 1 List of the Variables for Binomial Logit Estimates of Worker 

Participation decision 
Variables  Description of variables  
Dependent variable (for Logit model) 
WPD =1 if a worker participates in economic activities  

=0 if a worker does not participate in economic activates.  
EXPLANATORY or independent variables   
Educational attainment (Non formal education is reference category) 
EDUC I  = 1 if the worker’s education level is up to middle (8 yeas of 

education) 
= 0 otherwise 

EDUC II = 1 if the worker’s education level is Matric (10 year of  
education) 
=0 otherwise 

 
EDUC III 

 
=1 if the worker’s education level is Intermediate (12 years of 
education)  
=0 otherwise 
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EDUC IV =1 if the worker’s education level is graduation (14 years of 
education) 
= 0 otherwise   

EDUC V  =1 if the worker’s education level is MA/MS.c (16 years of 
education) 
=0 otherwise 

AGE Groups [ AGE3  (35-44 years) has been taken as reference age group 
AGE 1 =1 if worker belongs to age group (15-24) years 

=0 otherwise 
AGE 2 =1 if worker belongs to age group (25-34) years 

=0 otherwise 
AGE 4  =1 if worker belongs to age group (45-54) years 

=0 otherwise 
AGE 5 =1 if worker belongs to age group (55-64) years 

=0 otherwise 
Other socio-economic variables  
MARTS =1 if the worker is married 

=0 otherwise  
PHAST  =1 if the worker has assets in any form 

=0 otherwise 
SPART =1 if the worker’s spouse participates in economic activities  

=0 otherwise 
FAMUP =1 if the worker belongs to joint family  

=0 otherwise 
NDEPT Total number of dependents in the family   
LOCTN  =1 if the worker resides in the urban area   

=0 otherwise 
SEX =1 if the worker is male 

=0 otherwise 
 
III.  Correlates of Labor Market Participation 
A). A Bivariate Analysis 

Descriptive or elementary study is important in data cleaning. Elementary data 
analysis provides a snapshot of the situation under study. Descriptive analysis is made in 
number of different ways. It simply refers to the averages, ratios, ranges or percentages. 
For formulating null hypothesis, elementary data analysis is very useful. 

 
Education and Labour Force participation 

The table 2 indicates that 22.45 percent Workers are those who have formal 
education up to middle level. The Workers whose education level is up to Matric and 
intermediate, their participation rate is 19.24 percent and 17.78 percent respectively.   
The Workers having or holding the educational qualification at degree and post-
graduation level are 20.12 percent and 20.41 percent are participating in economic 
activities respectively.  
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Table 2 Distribution of Respondents by Education 
Level of education Working Not Working Total 
EDUCI  
Up to Middle 
 

77 
(22.45) 
[57.46] 

57 
(37.75) 
[42.54] 

134 
(27.13) 
[100] 

EDUCII  
Matric 
 

66 
(19.24) 
[59.46] 

45 
(29.80) 
[40.54] 

111 
(22.47) 
[100] 

EDUCIII  
FA/F.Sc 
 

61 
(17.78) 
[67.78] 

29 
(19.21) 
[32.22] 

90 
(18.22) 
[100] 

EDUCIV  
BA/B.Sc 
 

69 
(20.12) 
[85.19] 

12 
(7.95) 
[14.81] 

81 
(16.40) 
[100] 

EDUCV  
MA/M.Sc & M.Phil, 
PhD 
Professional 

70 
(20.41) 
[89.74] 

08 
(5.30) 
[10.26] 

78 
(15.79) 
[100] 

Total 
343 
(100) 
[69.43] 

151 
(100) 
[30.5] 

494 
(100) 
[100] 

Source: - Field Survey by the author. 
Note: Values in round brackets are percentages from column totals, while the values in square brackets are 
percentages from row totals. 
 
 The labor force participation is highest among those workers whose level of 
education is high. For example, 85.19 percent BA/B.Sc, B.Com, BCS degree holders and 
89.74 percent workers who have MA/M.Sc, M.Phil, PhD degree participate in the labor 
force as compared to 57.46 percent workers who have maximum middle level education. 
The data shows that labor force participation rate is the highest for the persons with 
master level education. 
 
 Therefore, higher education increases the prospects for higher paying jobs in 
which there are further opportunities for further training and promotion [Berndt (1990)]. 
From the discussion, we have concluded that level of education and LFP are positively 
related. Higher the level of education, higher will be the prospects of well-paid 
productive jobs. 
 
Age groups and Labour Force participation 
 The distribution of working and Non-working labor force according to age is 
depicted in the table 3. According to theory, the relationship between age and labor force 
participation reflects the influence of a variety of factors such as those related to life 
cycle phenomenon-family formation factors and need for income, nature of the economy, 
job structure, hiring criteria and cultural norms. It must be noted that our sample consists 
on total labor force in the age group of 15-64. 
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Table 3 Distribution of Respondents by Age Groups 
Age Groups Working Not Working Total 

 

15-24 
39 
(11.37) 
[48.15] 

42 
(27.82) 
[51.85] 

81 
(16.40) 
[100] 

25-34 
54 
(15.74) 
[52.94] 

48 
(31.79) 
[47.06] 

102 
(20.65) 
[100] 

35-44 
100 
(29.16) 
[81.97] 

22 
(14.57) 
[18.03] 

122 
(24.70) 
[100] 

45-54 
101 
(29.45) 
[84.68] 

10 
(6.62) 
[15.32] 

111 
(22.47) 
[100] 

55 - 64 
49 
(14.29) 
[62.82] 

29 
(19.217) 
[37.18] 

78 
(15.79) 
[100] 

Total 
343 
(100) 
[69.43] 

151 
(100) 
[30.57] 

494 
(100) 
 [100] 

Source: - Field Survey by the author. 
Note: Values in round brackets are percentages from column totals, while the values in square brackets are 
percentages from row totals. 
 
 Table 3 presents an analysis of age by labor force. The table shows that the labor 
force participation in the age group (15-24) is 11.37 percent which is lowest, but in the 
age group (25-34) is 15.74 percent which shows rising trend. This rising trend continues 
up to the age group (45-54). The highest participation rate is 29.45 percent. There is 
nominal change in participation rate between the age groups (35-44) and (45-54) which is 
just 0.29 percent. This minimum difference in labor force participation rate rectifies the 
low life expectancy in Pakistan which is 64 years for males and for females is 66 years 
[Govt. of Pakistan Economic Survey 2006-07]. 
 
 In the age group (55-64), the labor force participation rate is low, which is 14.29 
percent. From the table, we have seen that age is positively correlated with labor force 
participation up to a certain point (45-54), beyond which age is inversely related with 
labor force participation. Further more, data shows that the younger people and older 
people are less likely to participate in the labor market. Their incomes and savings are 
low. This thing is reconciled with life cycle consumption hypothesis1. 
 
 
 
 
 
 
 

                                                           
1 A.Ando and F.Modigliani, “The life Cycle Hypothesis of Saving: Aggregate Implications and Tests”, 
American Economic Review, March 1963.   
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Marital Status and Labour Force participation  
 Table 4 shows that the married workers have the highest proportion (78.72 
percent) in the labor market as compared the unmarried labor force which is just 21.28 
percent. 
 
Table 4 Distribution of Respondents by Marital Status 

Marital Status Working Not Working Total 

Married 
270 
(78.72) 
[73.57] 

97 
(64.24) 
[26.43] 

367 
(74.29) 
[100] 

Unmarried 
73 
(21.28) 
[57.48] 

54 
(35.76) 
[42.52] 

127 
(25.71) 
[100] 

Total 
343 
(100) 
[69.43] 

151 
(100) 
[30.57] 

494 
(100) 
[100] 

Source: - Field Survey by the author. 
Note: Values in round brackets are percentages from column totals, while the values in square brackets are 
percentages from row totals. 
 
 On the other hand, the married workers are more likely to participate in the labor 
market (73.57 percent) than unmarried Workers (57.48 percent) to participate in the labor 
market. From the data, it is clear that there is positive relationship between the labor force 
participation rate and married Workers. This positive participation in market related 
activities indicates that workers need more income for meeting the basic necessities of 
family after marriage. 
 
Presence of Household’s Assets and Labour Force participation  
 Table 5 indicates that labor force participation is indirectly related to presence of 
assets. Out of the total sampled population, 53.85 percent workers are holding assets and 
only 38.19 percent workers are participating in the labor market. While 46.15 percent 
workers have no assets but 61.81 percent workers are involved in economic activities. 
The study shows that there is an inverse relationship between LFP rate and presence of 
household’s assets. 49.25 percent workers are holding assets while 92.98 percent workers 
have zero or less assets. 
  
Table 5 Distribution of Respondents by the Presence of Household’s Assets 

Household assets Working Not Working Total 

Presence of Assets 
131 
(38.19) 
[49.25] 

135 
(89.40) 
[50.75] 

266 
(53.85) 
[100] 

Absence of Assets 
212 
(61.81) 
[92.98] 

16 
(10.61) 
[7.02] 

228 
(46.15) 
[100] 

Total 
343 
(100) 
[69.43] 

151 
(100) 
[30.57] 

494 
(100) 
[100] 

Source: - Field Survey by the author. 
Note: Values in round brackets are percentages from column totals, while the values in square brackets are 
percentages from row totals. 
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Family Setup and Labour Force participation  
 Nature of a family setup (nuclear or joint) also effects labor force participation in 
economic activities. The table 6 shows that joint family system have positive effect on 
labor force participation. Labor force participation rate is high in the joint family system 
and low in nuclear2 family. 57.73 percent labor force participate in the labor market 
belongs to joint family system while 42.27 percent individuals participate in the labor 
market belong to nuclear family. 
 

Table 6 Distribution of Respondents by Type of Family System 
Family Setup Working Not Working Total 

Nuclear Family 
145 
(42.27) 
[67.76] 

69 
(45.70) 
[32.24] 

214 
(43.32) 
[100] 

Joint Family 
198 
(57.33) 
[70.71] 

82 
(54.30) 
[20.29] 

280 
(56.68) 
[100] 

Total 
343 
(100) 
[69.43] 

151 
(100) 
[30.57] 

494 
(100) 
[100] 

Source: - Field Survey by the author. 
 Note: Values in round brackets are percentages from column totals, while the values in square brackets are 

percentages from row totals. 
 

Working Spouse and Labour Force participation  
 The table 7 expresses the inverse relationship between labor force participation of 
spouses and workers participation in the labor market. If the spouses of workers are 
participating in economic activities, then the workers or their counterparts are less likely 
to participate in the labor market. Data given in the table shows that 61.52 percent 
workers are those whose spouses are not working and 38.48 percent worker’s spouses are 
involved in production activities. It means that LFP rate of workers of non-participating 
spouses are greater than those of working spouses. Economic theory justifies this 
association on theoretically ground that if husband is working or busy in economic 
activities outside then wife is busy inside home activities just like child caring and 
preparing the meal for the family. In this way family utility is maximized. 
 

Table 7 Distribution of Respondents by Labor Force Participation of Spouse: 
LFP of Spouse Working Not-Working Total 

Working Spouse 
132 
(38.48) 
[61.68] 

82 
(54.30) 
[38.32] 

214 
(43.32) 
[100] 

Non-Working 
Spouse 

211 
(61.51) 
[75.36] 

69 
(45.70) 
[24.64] 

280 
(56.68) 
[100] 

Total 
343 
(100) 
[69.43] 

151 
(100) 
[30.57] 

494 
(100) 
[100] 

Source: - Field Survey by the author. 
 Note: Values in round brackets are percentages from column totals, while the values in square brackets are 

percentages from row totals. 

                                                           
2 Here Nuclear family is defined as one that includes only husband and wife with or without children, while 
joint family includes other members i.e. uncles, aunts, grand mother and grand father but who have common 
expenses. 
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Number of Dependents and Labour Force participation  
 Table 8 provides information on the cross distribution of the respondents 
according to participation status and number of dependents. We have observed that 
individuals are pushed to the labor market because an increase in the number of 
dependents put pressure on the economic resources of the household. The table shows 
that LFP rate is high among the workers with more number of dependents and low among 
workers with less number of dependents. There is positive relationship between number 
of dependents and labor force participation rate. The 92.59 percent individual are more 
likely to participate in the labor market when the each participant has 7 dependents as 
compared with those participants who have only 2 dependents with 27.87 percent 
participation rate. Overall 69.43 percent sampled population participates in the labor 
market due to dependency burden. 
 
Table 8 Distribution of Respondents by Number of Dependents 

Number of  Dependents Working Not Working Total 

1 
02 
(0.58) 
[18.18] 

09 
(6.12) 
[81.82] 

11 
(2.33) 
[100] 

2 
17 
(4.9) 
[27.87] 

44 
(29.93) 
[72.13] 

61 
(12.35) 
[100] 

3 
53 
(15.27) 
[58.89] 

37 
(25.17) 
[41.11] 

90 
(18.22) 
[100] 

4 
80 
(23.06) 
[76.19] 

25 
(17.01) 
[23.81] 

105 
(21.26) 
[100] 

5 
55 
(15.85) 
[77.47] 

16 
(10.88) 
[22.53] 

71 
(14.38) 
[100] 

6 
56 
(16.14) 
[86.15] 

09 
(6.12) 
[13.85] 

65 
(13.16) 
[100] 

7 
50 
(14.41) 
[92.59] 

04 
(2.72) 
[7.41] 

54 
(10.94) 
[100] 

8 & Above 
34 
(9.80) 
[91.89] 

03 
(2.04) 
[8.1] 

37 
(7.49) 
[100] 

Total 
343 
(100) 
[69.43] 

151 
(100) 
[30.57] 

494 
(100) 
[100] 

 Source: - Field Survey by the author. 
                          Note: Values in round brackets are percentages from column totals, while the values in square brackets are 

percentages from row totals. 
 

Sex and Labour Force Participation       
 Now, we discuss the relationship between labour force participation and sex of 
worker. It is expected that male workers are more likely to participate in the labour 
market as compared with female worker. 
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Table 9 Distribution of Respondents by Sex 
Sex Working Not Working Total 

Male 
233 
(67.93) 
[70.61] 

97 
(64.24) 
[29.39] 

330 
(66.80) 
[100] 

Female 
110 
(32.07) 
[67.07] 

54 
(35.76) 
[32.93] 

164 
(33.20) 
[100] 

Total 
343 
(100) 
[69.43] 

151 
(100) 
[30.57] 

494 
(100) 
[100] 

Source: - Field Survey by the author. 
 Note: Values in round brackets are percentages from column totals, while the values in square brackets are 

percentages from row totals. 
 
 Table 9 shows the labor force status of working age population by sex. The table 
reveals that out of the total working age population, 69.43 percent are participating in the 
labor force as compared to 30.57 percent which are not participating. Among the total 
males, 70.61 percent participate in the labor force. In contrast 67.07 percent females 
participate in the labor force while 32.93 percent of them do not participate in the labor 
force. A close look at the distribution of labor force also indicates that 67.93 percent are 
males and 32.07 percent are females. The facts show that there is a rising trend in 
females’ participation percentages. This rising trend is due to Ex-Govt. policies regarding 
the female representation in Govt., Semi-Govt. and NGo’s. This situation is very hopeful 
for the Pakistan’s economy that females are playing positive role in uplifting dwindling 
economy. 
 
Region of Residence/ Location and Labour Force participation  
 Table 10 represents the distribution of respondents by region of residence or 
location (rural/urban). The table reveals that in the labor force, 65.89 percent Workers are 
living in rural areas while 34.11 percent Workers are residing in urban areas. Data shows 
that labor force living in urban areas are slightly more likely to participate in the labor 
market as compared to the Workers in rural areas. In rural areas 69.33 percent active 
labor force participates in the labor market while in the urban areas 69.64 percent 
workers participate in the labor force. The study concludes that almost there are equal 
jobs opportunities in rural as well as in urban areas. 
 
Table 10 Distribution of Respondents by Region of Residence/ Location  

Region/ Location Working Not Working Total 

Urban 
117 
(34.11) 
[69.64] 

51 
(33.78) 
[30.36] 

168 
(34.0) 
[100] 

Rural 
226 
(65.89) 
[69.33] 

100 
(66.22) 
[30.67] 

326 
(66.0) 
[100] 

Total 
343 
(100) 
[69.43] 

151 
(100) 
[30.57] 

494 
(100) 
[100] 

Source: - Field Survey by the author. 
 Note: Values in round brackets are percentages from column totals, while the values in square brackets are 

percentages from row totals. 
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 This balance of work opportunities in Pakistan’s regions is due to significant 
growth in employment during the last six years (2000-06). In the last three years, the rate 
of job creation has accelerated with rising speed of economic activity. More jobs 
opportunities are being created in rural areas (67.21 percent) as compared to urban areas 
(32.80 percent) [Economic Survey Govt. of Pakistan 2006-07]. 
 
B). Pair wise Correlation Matrix 
 Table 11 provides the degree of association or pair wise correlation matrix among 
explanatory variables. Pair wise correlation coefficients are useful in detecting the 
problem of Multicollinearity among independent variables. The multicollinearity exists 
when r ≥ 0.80 [Gujarati (1995)]. The results of the table 11 show that there is no 
multicollinearity among the variables albeit there is some degree of relationship. 
 
IV.  Correlates of Labor Market Participation 
Multivariate Analysis 
 Multivariate analysis of the workers’ participation in the labor market is presented 
in the table 12 by applying Binomial Logit technique. Table provides the information 
regarding estimates of the parameters, test statistics and marginal effects respectively. 
Marginal effects indicate the change in the probability due to one unit change in a given 
explanatory variable holding constant all other variables. The reliability of the point 
estimates is verified by using two tailed test of significance or Z – statistic to evaluate the 
acceptance or rejection of null hypothesis. The overall significance of the model is 
examined by the value of LR – statistic which is highly significant with 16 degree of 
freedom. The quality of our estimate may not be evaluated by low value of McFadden R2 
(0.40) because generally, it is low in cross section analysis. The intercept term is negative 
and statistically insignificant. 
 
 Theoretically, it is expected that education has positive effect on labor work 
participation. Educational qualification enhances the job prospects for all the workers. 
We have found rising trend in labor force participation with an improvement in 
educational qualification. The coefficient of basic education (EDUCI) is positive but 
insignificant. But all other educational levels have positive and highly significant impact 
on workers’ participation decision in the labor market. The probability of workers 
decision regarding labor force participation augments by 25.5, 47.1, 55.6 and 73 
percentage points due to an addition of one unit in EDUCII, EDUCIII, EDUCIV and 
EDUCV respectively. The findings of the study support G.S Becker (1962), Mincer 
(1974), Sahn and Alderman (1988), Hafeez and Ahmad (2002), Kozal and Alderman 
(1990), Faridi et al. (2009, 2010)’s studies that education and training are the main 
sources of human capital formation that in turn, have a positive influence on workers’ life 
time earnings and labor force participation. 
 

 Age of the worker is another factor which affects the worker’s labor force 
participation decision. Theoretically it is hypothesized that age and labor force 
participation decision are positively related. But we have noted that workers in the age 
group (15 – 24) are less likely to participate in the labor market. The coefficient of AGE1 
is negative and insignificant. The probability of workers’ decision to join labor market 
increases by 16.2 and 10.5 percentage points as compared to reference age category 
AGE3 (35 – 44). The results have also significant impact on labor force participation. 
The study has also investigated that workers’ decision regarding work participation 
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diminishes in the age group (55 – 64 years). The reasons may be that the working 
efficiency has reduced due to ill health and low life expectancy. 
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 Marital status of the worker has significant impact on workers’ decision about 
labor market participation. The coefficient of MARTS is positive and statistically 
significant. The married workers are more likely to enter into economic and business 
activities by about 15 percentage points. The economic reason may be that household’s 
needs of life forces the married couple to join the labor market. We have observed that 
the presence of households assets both in financial and physical form have perceptible 
effect on workers’ labor market participation decision. The probability of workers’ 
participation decision reduces by 55.4 percentage points due to an increase of one unit in 
households’ assets. The coefficient of FAMUP is positive and statistically significant. 
The workers belonging to joint families are more likely to participate in the labor market. 
 
 Labor force participation decision of the workers is significantly affected by the 
spouse’s participation in business and economic activities. The study shows that the 
probability of work participation falls by 24 percent due to spouse’s participation. We 
have observed in the present analysis that the number of dependents raises the probability 
of labor force participation decision by 7.4 percentage points. The coefficient of NDEPT 
is highly significant. Our results support the Garcia and Molina (1998)’s study. The 
coefficient of SEX is positive and insignificant. The analysis predicts tat male workers 
are more stronger as compared to females in labor market participation decision. We have 
also concluded that rural workers are more likely to participate in economic and business 
activities in comparison with urban workers. The probability of urban workers decreases 
by 0.8 percentage points. The result of the study is consistent with Sahn and Alderman 
(1988)’s finding. 
 
Table 12: Logistic Regression Estimates 

Variables Coefficient Z – Statistic Marginal Effects 
Constant -0.337 0.29 -- 
EDUCI 0.819 1.01 0.174 
EDUCII 1.201*** 1.68 0.255 
EDUCIII 2.218** 2.15 0.471 
EDUCIV 2.619* 2.49 0.556 
EDUCV 3.438* 3.03 0.730 
AGE1 -0.539 -1.04 -0.115 
AGE2 0.762** 1.83 0.162 
AGE4 0.494** 1.98 0.105 
AGE5 -0.319 0.72 -0.068 
MARTS 0.702*** 1.71 0.149 
PHAST -2.607* -7.5 -0.554 
FAMUP 0.105 0.31 0.022 
SPART -1.13* -3.18 -0.0240 
NDEPT 0.349* 3.78 0.074 
SEX 0.125 0.42 0.027 
LOCTN -0.038 -0.130 0.008 
Log Likelihood         -182.1134                  McFadden R2             0.40 
LR Statistic (16df)     243.9767                    Sample Size                494 
Probability (LR Stat) 0.0000 

Source:   Estimation by using E-Views 5 statistical software. 
Note:  Non – formal education and AGE3 (35-44 years) are considered as base category. 
*, **, *** 1%, 5%, and 10% level of significance. 
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V.  Conclusions and Policy Implications: 
 The present study has touched upon a very vital issue of workers’ participation 
decision in economic activities supporting to Classical production and Growth theories. 
We have incorporated many human and non – human related factors in the current 
analysis for examining their influence on worker’s labor market participation decision. 
The findings of the study show that educational statuses of the worker have significant 
impact on labor force participation decision. The study has investigated that marital status 
and number of dependents in the family motivates the worker to join the labor market. 
We have also found that presence of household assets and spouse’s participation in 
economic activities inversely affect the labor force participation decision.  
The following policy suggestions are derived from the findings of the study.  
 
i. Education plays key role in labor force participation decision. Standard and quality 

of education need improvement. Higher and professional education may also be 
offered.  

ii. Dependency burden is a big obstacle in the way of growth and development. 
Dependency burden may be cut down by providing old – age benefits to aged 
worker and free education and health facilities to children. 

iii. Assets play a very pivotal role in deciding about work. Accumulation of assets 
among few hands is source of income inequality. Equal distribution of resources 
may be required. Financial institutions should be improved or expand to mobilize 
financial resource for job creation. 
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