
Demographics, economy and labor 
market

A third of Pakistan’s population is between the ages 
of 15 to 29 (UNDP, 2017) and are a key part of the 
workforce. Each year, hundreds of thousands hope to 
secure decent jobs and generate income for 
themselves and for their families. But the current 
macroeconomic environment is affecting the private 
sector, which creates 90% of jobs in the country 
(Government of Punjab, 2019), and young people are 
�nding it dif�cult to access decent jobs.
 
Many argue that youth have poor educational 
outcomes, limited skills and a lack of con�dence to 
enter the job market and succeed (Cheema, 2017; BR 
Research, 2019). The lack of skills especially 
‘handicaps the youth in terms of equitable access to 
quality job markets and reduces the chances of 
breaking cycles of low development’ (UNDP, 2017: 
87). Media stories about an ‘enormous skills gap’ 
(Dawn, 2015) and a ‘national emergency on skills 
development in Pakistan’ (BR Research, 2019) have 
stirred a debate within the country as to the future of 
skills and the future of youth.

Pakistan has experienced a structural change that has 
been far less than optimal. Figure 1 and 2 below 
present the changing economic and employment 
structures in Pakistan over the last 6 decades. 

The country has seen a signi�cant decline in the share of 
agriculture. The change looks compatible with how other 
economies have transformed; however, a critical 
weakness in the structure is the inadequate depth 
attained by the manufacturing sector which has 
remained stuck in low value added, and low productivity 
workers have moved from agriculture to services.

Labor has transitioned much more from farm work to 
informal wholesale and retail market work than to 
manufacturing. The sub-optimal structural transformation 
in Pakistan suggests that the economy has been stuck in 
low-value sectors, and the demand for higher level and 
sophisticated skills have never gained momentum. 
A number of factors in�uence the demand for skills in an 
economy. In Pakistan, the private sector produces more 
than 90 percent of goods and services, and it is 
therefore the major employer. The growth of the private 
sector is thus a major determinant of demand for skills 
for the overall economy. 

Figure 2. Changes in employment (percent), 1963 – 2018 

Source: Author’s tabulations: Pakistan Economic Survey
(various years) 

Figure 1. Structural change in Pakistan: Sectors’ relevance
in GDP (percent), 1950 – 2018 

Source: Author’s tabulations: Pakistan Economic Survey
(various years)
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Pakistan's private sector growth is hampered by both 
the high cost of doing business [ranking 136 out of 190 
nations in 2019 according to the World Bank's cost of 
doing business indicators] and a comparative decline in 
it's global competitiveness due to tax rates and other 
factors.

Major issues remain to be addressed towards 
ensuring inclusive youth engagement

Challenge 1. Low-skills trap: Pakistan is stuck in a 
low-skills trap where employers settle for the kind of low 
skills readily available in the market. Its failure to break 
away from its dependence on low-skills, low-technology 
manufactured exports due in part to its low level of 
human resource development (Amjad, 2005; NHDR, 
2017). In 2018, the illiteracy rate of the working age 
population (10 years or older) was 48.2% (LFS, 2018). 

Challenge 2. Information gaps in the labour 
market’s need for skills: Information gaps affect 
skills demand in several ways. Employers’ needs fail to 
reach potential employees and they are also unable to 
�nd relevant and timely information about skilled 
applicants, including TVET graduates. Online portals 
such as ROZEE.pk are useful in that they hold thousands 
of CVs but without adequate sorting and �ltering 
options, they make it dif�cult for recruiters and 
companies’ human resource departments to identify the 
most relevant candidates (USAID, 2018b, c). Employers 
interviewed also raised concerns that the availability of 
timely information on labor market needs and supply for 
skills needed in their own region, industry, and 
technological level. 

Challenge 3. Mismatch between demand for 
and supply of skilled workers: There is a strong 
disconnect between the demand from industries for 
speci�c types of skilled TVET graduates and their supply. 
For example, in 2018, the demand for skilled graduates 
across Pakistan was the highest for machine operators, 
stitchers, and electricians. But their supply was 
insuf�cient to meet this demand, and the de�cit was 
sizeable. The supply of skilled TVET graduates was the 
highest for computer application and of�ce 
professionals, tailors, beauticians, and electrical and civil 
engineering diploma holders but demand for their skills 
was lower than the supply. 

Challenge 4. The lack of soft skills 
development: Employers �nd the lack of soft skills to 
be a major issue in Pakistan and argue increasingly that 
these are more important than technical skills at entry 
level (USAID, 2018b). Employers look more closely at 
employability skills than academic quali�cations 
received, or academic institutions attended (HEC, 2016). 
The most important employability skills in their view are 
analytical, problem solving, self-discipline and people 

skills. All employers interviewed for this study agreed 
that in general both public- and private-sector providers 
do not focus on soft skills.

Challenge 5. The relevance, quality, and 
outcomes of training: Key informants across the 
various stakeholder categories explained that training 
providers do not conduct meaningful market research to 
inform course designs. As a result they offer outdated 
and less relevant curricula compared to employers' 
needs. The training content does not expose trainees to 
entrepreneurship to the extent that it should so TVET 
graduates end up looking for jobs rather than move into 
self-employment. The certi�cation system is 
non-uniform and does not provide credible signals to the 
labour market (USAID, 2018). 

Opportunities to improve skill and 
employability
 
Opportunity 1. Technological innovation: Most 
of the employers interviewed across different sectors in 
Karachi, Lahore and Peshawar anticipated technological 
innovation would increase the demand for highly skilled 
candidates. The anticipated impact on the demand for 
low skilled workers was mixed. In the pharmaceuticals 
sector, both the large and small-scale employers 
considered technological innovation would increase the 
demand for high-skilled candidates and reduce the 
demand for low-skilled workers. However, in some 
industries the automation of complex production 
processes will actually reduce the skill demands and 
open up more jobs for semi-skilled workers presently 
unsuited for them.  

Opportunity 2. Labour market recognition of 
the relevance of educational attainment in the 
context of skills acquisition: Employers and 
industry associations interviewed across sectors gave 
varying levels of importance to education in skills 
development. Many employers highlighted the 
importance of basic education in terms of literacy as well 
as the development of soft skills such as computer 
literacy and communication skills. Whereas employers 
within sectors that are dependent on more traditional 
skillsets value technical skills over formal education, 
even within these industries (e.g. gems) the introduction 
of technology will require workers with formal higher 
education quali�cations and IT skills. 

Opportunity 3. A greater emphasis on 
entrepreneurship: In recent years, the investment in 
cultivating entrepreneurship has risen especially in urban 
centres (NHDR, 2017). Top-ranking higher education 
institutions have established incubation centres. The 
government, private sector and international 
development partners also facilitate start-ups and help 
convert ideas into business models. Training providers 
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have a vital role in encouraging entrepreneurship. Some 
are embedding an ‘entrepreneurship’ approach in their 
curriculum; mentoring students; hosting teacher-led 
workshops; offering networking opportunities with the 
business community; and, acting as intermediaries 
between donor agencies and government departments 
that have loan schemes available for their students. 
These and other actions to close the gap in support to 
would-be entrepreneurs should be strongly encouraged. 

Opportunity 4. A greater role for education in 
skills development: There is a greater need and role 
for education in skills development and for producing 
quality young students who are �t to meet labour 
market demands and who can improve their 
development outcomes. Pakistan’s education system 
needs to focus on skills that enhance cognitive 
development, analytical and critical thinking (NHDR, 
2017). And unless Pakistan develops closer collaboration 
between the various systems – primary, secondary, 
higher level, vocational and skills training – there is a risk 
that the youth will not be �t for the future world of work. 
Greater linkages between the education system and 
industry are also needed.

Opportunity 5. A concentrated effort to create 
more skilled female workers: Skills development 
focused on women can help them become more 
intellectually and �nancially independent. Multi-faceted 
approaches to professional training can help women 
overcome traditional barriers to career growth. Such 
approaches would include vocational programmes and 
awareness campaigns about women’s legal rights at 
work, how to access markets for quality employment 
and form interpersonal relations that encourage greater 
empowerment (NHDR, 2017). 

Supply-side Assessment: How is skills 
development organised?

Skills development in a policy context: 
Governments – at both federal and provincial levels – 
play a vital role in skills development. At the federal level, 
the Ministry of Federal Education & Professional Training 
and the Ministry of Overseas Pakistanis and Human 
Resources play a key role. The National Vocational and 
Technical Training Commission (NAVTTC), and the 
National Training Bureau (NTB) have been set up as 
bodies to steer the development of skills. NAVTCC has 
developed the "National Skills for All" Strategy. Starting 
from 2019, it has guided interventions in skills 
development in Pakistan and speaks to a wider skills 
development agenda, including making the National 
Vocational Quali�cation Framework (NVQF) effective and 
implementing competency-based training and 
assessment (CBT-A). At the provincial level, TEVTAs are 
responsible for technical and vocational skills delivery 
and are also tasked to register private sector training 
institutes and regulate them. Additionally, private 

providers are limited by the courses designed and 
approved by TEVTAs. Across the provinces, certi�cation 
agencies are generally separate for the two streams 
(USAID, 2018).

Skills development in a delivery context: Skills 
development in a delivery context focuses on TVET, 
work-based learning, and informal training. Over 3,500 
TVET providers can be found throughout the country’s 
provinces and regions. In 2018, they enrolled a little over 
433,000 students (Skilling Pakistan, 2019). The delivery 
for the technical and vocational streams is managed 
through polytechnics, vocational training centres, and 
apprenticeship schemes under the Apprenticeship Act, 
which makes it mandatory for industries to induct youth 
for on-the-job training (OJT). However, this has been 
largely ineffective. Public sector providers outweigh 
private providers in technical education. The reverse 
runs true for vocational training. Female enrolment in 
TVET is low in comparison to males (USAID, 2018) and 
informal systems of apprenticeship, in comparison to 
TVET, tend to be more common in Pakistan (NHDR, 
2017). 

Demand-side assessment: What is the 
demand for skilled workers?

Demand in specific occupations: Workers have 
seen demand rise in speci�c skilled occupations. 
Between 2015 and 2018, employment grew 14% for 
plant/machine operators, 10.6% for technicians and 
associate professionals, and 5% for professionals and 
for craft/ trade related workers (LFS, 2018). As for skilled 
Technical Vocation Education and Training (TVET) 
graduates, three sectors generate the most demand 
annually: manufacturing, services, and construction.
 
Area-specific demand for skills: Industrial clusters 
in speci�c parts of Pakistan demand skills to facilitate 
the development of related value chains. The areas 
where clusters are located represent higher density of 
employment demand where youth can go to explore job 
opportunities. Moreover, getting youth from local areas 
to respond to area-speci�c demand is one way to 
ensure their access to jobs and training. For instance, 
Lahore’s ready-made garments sector hires 26,000 
skilled workers annually including stitchers, designers, 
and export of�cers. 

Demand from China-Pakistan economic 
relations: The Pakistan government has identi�ed nine 
priority Special Economic Zones (SEZs) under the China 
Pakistan Economic Corridor (CPEC) and anticipated job 
creation exceeding 800,000 positions (GoP, 2018). The 
establishment, design and operation of SEZs will require 
an unquanti�ed but very large number of different 
occupations including design engineers, construction 
workers, maintenance staff and security guards. CPEC 
and allied projects are also expected to create jobs for 
skilled female workers (NAVTTC, 2019).
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Demand from the international market: In 2018, 
an estimated 382,000 skilled and unskilled workers 
found jobs overseas (Overseas Employment, 2019). Of 
the various categories of workers that went abroad to 
work between 2014 and 2018, the sum of highly 
quali�ed, highly skilled, skilled, and semi-skilled workers, 
outweighed the share of unskilled workers. A higher 
number of highly quali�ed and highly skilled workers 
from the following categories – engineers, doctors, 
teachers and pharmacists – migrated for work in 2018 
than in previous years. Gulf Cooperation Council (GCC) 
continue to import a large amount of the country’s 
construction workers, engineers, customer service staff, 
drivers and workers in other elementary occupations 
(Overseas Employment Study, 2019).

Demand for skills from the ICT sector: 
Pakistan’s Internet, Communications and Technology 
(ICT) sector has grown signi�cantly over the last 10 
years and is carving a differentiated position as a source 
for software developers and programmers. Pakistan was 
ranked at number four for on-line freelance development 
in the world in 2017. Its formal IT exports have crossed 
US$1 billion (out of the total US$ 24 billion) and are 
expected to grow. A survey of over 300 IT �rms located 
in 10 cities of Pakistan (Pakistan IT & ITES Industry 
Survey, 2014) has identi�ed mobile and web application 
development skills as key requirements for the future.

Urbanisation related demand: Pakistan has one of 
the highest urbanisation rates in South Asia – 38.8% in 
2015 (UN, 2017). This has signi�cantly increased the 
demand for skilled workers, including construction 
workers, drivers, cleaners, electricians, plumbers, and 
service providers. Increasing patches of urban pockets 
also boosted demand for commercial centres, banks and 
insurance facilities creating further demand for skills 
(NAVTTC and GIZ, 2017).  In addition to Karachi and 
Lahore, there are six more cities that have a population 
of more than a million people. This urban transition 
signi�cantly impacts the demand for skills. 

Recommendations

Strengthen linkages across key actors
• Develop greater linkages between skills providers, 
academic institutions, and industries to help bridge the 
gap between the kind of skills employers want, and the 
training both public and private sector institutes are able 
to provide.
• Integrate TVET at secondary schools and add subjects 
that would equip students with more employable skills 
from an early age prior to entering the workforce.
• Improve communication among key actors. This will 
enable TVET providers to train youth for jobs where skills 
requirements change quickly by adjusting the curriculum 
based on real time engagement with employers.

• Address information failures in the labour market to 
improve links between employers and skilled workers 
(including career counselling services) as well as increase 
the use of ICT based job portals. 

Fast-track policy implementation
• Pursue the implementation of the “Skills for All” road 
map for skills development, which is noti�ed by the 
Government of Pakistan and presented in the Cabinet, 
that explicitly lays down measures for sustainability.
• Address coordination failures within and across 
institutions engaged in skills development, both from a 
policy and a delivery context. Reviewing Punjab’s model 
of separating regulatory, training, and assessment 
functions of the various public agencies engaged in skills 
development would be a useful start. 
• Build a positive image of TVET and consolidate scattered 
training delivery institutions to make investments in TVET 
more worthy.  
• Integrate skills within all major economic growth and 
industrial policies so that skills feed into the broader 
growth agenda.

Improve quality and relevance of skills training
• Support the creation of a unified and accredited 
quali�cation awarding system. This system should ensure 
timely issuance of credible and authentic national 
certi�cates and be accepted nationally and internationally. 
Similarly, support the promotion of a quality assurance 
culture in training delivery and assessment.
• Expand industry engagement in the skills sector to 
address the issues of training relevance and quality. 
Public-Private Partnerships are critical in the development 
of high-quality TVET because they enable regular 
communication between employers and TVET providers. 
It is equally important for industries to develop skills 
among their workforce.  
• Invest in research to assess the demand for skills and to 
help inform the design of relevant trainings to meet the 
demand.

Leave no one behind in the skills development 
agenda
• Lay greater emphasis on a skills development agenda 
for women to increase their prospects and secure 
potentially higher paying jobs. 
• Address disparities in access to training among social 
groups such as those from rural areas and the disabled. 
• Cater to likely migrants by skills development and 
certi�cation that will gain them the highest rewards in the 
destination countries, and assist returnees to utilize their 
enhanced skills by updated certi�cations and access to 
entrepreneurship support. 
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