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ABSTRACT 

Due to emergence of globalization and economic liberalization, skills and human capital 

development have become imperative factors for socioeconomic growth for any nation. The 

primary purpose of this paper is to give an insight into current landscape of Pakistan with 

special focus on skills development, human capital development and entrepreneurship to propose 

a future agenda for policy makers. Current socioeconomic and governance indicators are 

presenting a gloomy picture and it seems to have an adverse impact on the economic 

development of Pakistan.  Important statistics on related issues are also presented to recognize 

the problems.  Recommendation has been made for policy makers and government to eradicate 

these issues and put Pakistan on the path of economic development and social prosperity. The 

study concludes that skilled human resource can contribute towards economic and social 

wellbeing of Pakistan and enable it to proactively adjust, adopt and respond to present day 

challenges.  

Keywords: Skills, Socioeconomic Development, Human Capital, Entrepreneurship, 

Governance. 

INTRODUCTION 

According to Global Employment Trends (2017), International Labour Organization 

reports the dynamics of entrepreneurship is reshaping across the world as more female and 

young entrepreneurs entering the market. Entrepreneurship has now been widely considered as a 

fundamental engine for job creation and economic growth (Mcquaid, 2002). Davidsson (2006) 

established that research studies have been indicating the positive link between entrepreneurship 

and growth of any country. Economic development strategy using entrepreneurship as a tool had 

become very common in the last two decades (Walzer & Athiyaman, 2007; Ali et al., 2017; Ali 

et al., 2016; Anwana and Akpan, 2016; Eisa and Sin, 2015; Acs & Armington, 2004; Audretsch 

& Fritsch, 2002). Entrepreneurship has now been interconnected to innovation and economic 

growth and considered as the fifth factor of production (Kirzner, 1973; Schumpeter, 1934).  

Nations with skilled human capital are proactive in adjusting more proficiently in 

response to the challenges of local and international markets (International Labour Organization, 

2008; Ministry of Skill Development and Entrepreneurship, India 2015).  Human capital 

generally referred to skills development, education, health and other capabilities of any 
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individual which can have an impact on efficiency (Mayan and Nor, 2017; Manaf and Ibrahim, 

2017; Jalloh and Guevera, 2017; Wong, 2016; Todaro, 2002). Furthermore, human capital and 

socioeconomic development are highly correlated and integrated (Ellis & Wang, 1994). 

Therefore, human capital and skills development are being considered the integral conditions for 

socioeconomic development (Global Entrepreneurship Research Association, 2017; The World 

Bank, 2018). Also, several research studies have been indicated that human capital and skills are 

more important than physical capital for socio economic development of any country (Abbas, 

2001; Lucas, 1990; Barro, 1990; Ellis & Wang, 1994) and recognized human capital and skills 

development as driving factors for socioeconomic development of any developing country like 

Pakistan (Walzer & Athiyaman, 2007; North, 1990; Aron, 2000; Coase, 1992). 

Numerous studies have been addressed the role of skills and human capital development 

in different contexts (Kocak et al., 2017; Farnicka, 2017; Farnicka, 2017; Intezar, 2017; Khan 

and Aslam, 2017; Mayan and Nor,  2017; Khan et al., 2015; African Development Bank, 2011; 

Florida et al., 2008; Barro, 1991; Mayer, 2000; Benhabib & Spiegal, 1994) Likewise, an 

empirical research study carried out by Abbas (2001) resulted in quantifying the role of skilled 

human capital on economic development. The study was performed in Pakistan and Sri Lanka 

with the aim to determine similarities or differences among two under developed nations. The 

results of the study confirmed that skilled human capital was a vital part in the socioeconomic 

growth.   

The paper is structured as; the next section provides some insights into population and 

employment trends of Pakistan. The third section focuses on institutional and stakeholders’ 

support followed by a section on regional and international comparison on different 

socioeconomic parameters. Section five covers existing initiatives taken by Government of 

Pakistan for skills development. Finally, section six provides some implications, conclusion and 

recommendations in the Pakistani context.   

POPULATION OF PAKISTAN A STRATEGIC RESOURCE OR A LABIALITY? 

Pakistan was established in 1947 after a dubious partition of India, Governments have 

been trying to build skills and human capital for economic growth, but the first thoughtful and 

foremost effort arise when Mr. Zulifaqr Ali Bhutto came into power and nationalize all 

educational institutions with the moto to educate all free of cost which will leads to skills and 

human capital (Haque, 2007). Irrespective of the fact whether Bhutto was able to deliver what he 

promised or not he was able to export a considerable number of skilled, semi-skilled and 

unskilled Pakistanis to different countries, which were able to increase international remittances 

back home and become one of the earning hand for the nation. Although, at that point the surplus 

human capital was exported but afterwards it caused brain drain from Pakistan.   

Pakistan is one of the most crowded countries of the globe with projected population of 

191.71 with estimation to reach at 227 million in 2025 (Vision 2025-Planning and Development 

Commission of Pakistan, 2015). According to the Labour Force Survey 2012-13, unemployment 

rate is 6.24%, while 10.5% is reported in young population. This increasing rate of 

unemployment is alarming with the intense increase, which is anticipated.  Surprisingly, 63% of 

total population is less than of 30 years of age (World Bank 2016; Planning Commission of 

Pakistan 2015) providing a great opportunity for development using this young human resource 

to harness the challenges and opportunities of local and global market. Figures 1 and 2 explain 

the trend of young labor market and employment profile of Pakistan.  
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FIGURE 1 

YOUNG LABOUR MARKET (TVET 2014) 

 

FIGURE 2  

EMPLOYMENT PROFILE 

The claim had also been supported by Planning and Development Commission of 

Pakistan (2010) while estimating the working population between the ages of 25-49 will be 

doubled in the structure of working population for 2050. Pakistan is blessed with young 

population, which can be utilized through mobilizing and encouraging youth for self- 

employment, which in turns lift economic growth and development. This provides a great 

opportunity to utilize this young population to increase productivity and growth at national level.  

It is also important to consider that overall economic structure of Pakistan, which is more 

agriculture focused (Labor Farce Survey, 2013). One of the primary reasons is rural urban divide 

of total population that is highly rural centric with approximately 64% of population belongs to 

rural areas. One of the major earning sources of the rural population is perhaps agriculture and 

agriculture related occupations and industries (Figure 3). 
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FIGURE 3 

STRUCTURE OF WORKING POPULATION (PLANNING AND DEVELOPMENT 

COMMISSION, 2012) 

Figure 4 shows the employment distribution among major sectors of Pakistan where agriculture 

is leading with a great margin (Labour Force Survey, 2013). Furthermore, 43.7% of the overall 

portion of Pakistan’s economy based on agriculture, forestry and fishing. 

 

FIGURE 4 

EMPLOYMENT DISTRIBUTION 
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The employment distribution shown in Figure 5 indicates a high dependability on one 

sector and demands a great transition worldwide as developed nations which have already 

transformed their focus from agriculture to industrial to information and most recently to 

knowledge based economy (OECD, 1996; Time, 2000; UNICEF, 2002).  

 

FIGURE 5 

EMPLOYMENT DISTRIBUTION AS PER SECTOR 

Entrepreneurship, is however, remained very limited in Pakistan (GEM, 2012; Haque, 

2007). According to World Bank's report (2007) and GEM (2012), entrepreneurship activity in 

Pakistan was much lesser than the other developing nations, such as Sri Lanka, Bangladesh, and 

India and compared to other Asian countries as well. Pakistan is ranked at 138
th

 among 189 

countries on the level of ease of doing business (The World Bank, 2018). According to the 

Global Entrepreneurship Monitor (2012), the nascent entrepreneurial activity (NEA) is reported 

at lowest level in Pakistan. Additionally, the overall businesses are run on very small scales as 

compared to other regional counterparts (DOB, 2018). Moreover, the Indian small and medium 

sized businesses are less vulnerable to fiscal and ecological instabilities. On the other hand, the 

business community in Pakistan depends for initiatives, policy making, and planning from 

Governmental side. Despite of striving, they are more interested in rebates, subsidies and tax 

reliefs for business community (Qureshi et al., 2012).   

Figure 6 explains the present conditions of business landscape which shows the new 

business density and entrepreneurial weaknesses in comparison with counterpart nations. 

Additionally, the overall businesses are running on very small scales as compare to other 

regional counterparts (DOB, 2016). Moreover, the Indian Small and Medium Sized businesses in 

comparison with Pakistan are less vulnerable to fiscal and ecological instabilities. On the other 

hand, the business community in Pakistan waits for initiatives, policy making and planning only 

from Government side. Despite of striving, they are more interested in rebates, subsidies and tax 

reliefs for business community.   
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FIGURE 6 

CONDITIONS OF BUSINESS LANDSCAPE (DOB, 2016) 

INSTITUTIONAL AND STAKEHOLDER SUPPORT 

Institutional and stakeholder support are vital elements for socioeconomic growth and 

human capital development of any nation (Hall & Jones, 1999). Skills development is not a 

process which can take place in isolation, rather it is an integrated and coordinated effort of 

various institutions and stakeholders (Acemoglu et al., 2001). On a contrary Global 

Competitiveness Report (2015) highlighted the most problematic factors for doing business in 

Pakistan. One of the most alarming is the score of corruption marked as a second highest after 

inadequate supply of infrastructure at the top (DOB, 2016).    

According to the report (DOB, 2016), institutional and stakeholders’ Support and overall 

governance structure reflect poor conditions in Pakistan. If the agenda is to promote 

entrepreneurship and skills development initiatives, there is a great need for institutional and 

stakeholders’ support mechanism (Shabbir et al., 2016: 2016a: 2016b: 2017). World Bank (2013) 

had identified 10 most important constrains for doing a business in Pakistan, while corruption 

was also among one of the top reasons. Government should need to take drastic measures to 

control this evil and come up with a unique strategy. Corruption seems to be reported 

consistently as a great hurdle for economic development and growth. Keeping in view the facts 

discussed, there is an urgent need to boost entrepreneurial ventures through a favorable 

institutional support system from all stakeholders particularly from Government. In order to 

enhance self-employment and skills development, an auspicious stakeholder support mechanism 

is utmost important.     

REGIONAL AND INTERNATIONAL COMPARISON 

Pakistan is located on a very critical place of the map of the earth. Surrounded by two of 

the world’s largest nations, it had been centered of attention in global politics since its creation. It 

has the potential to have an impact on China, India, Russia and Central Asian states merely due 

to its existence and location. Blessed with great natural resources and its strategic location as 
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compare to other regional nations, one could assume the potential of growth that Pakistan is 

capable of, but the real picture is showing adverse facts, the overall economic growth is on lower 

side with decreasing trend when compare to India, Sri Lanka and even Bangladesh is growing 

faster than Pakistan. Figure 7 is indicating regional growth trends from 1961 to 2009.          

 
FIGURE 7 

REGIONAL ECONOMIC GROWTH (1961-2009) 

 

FIGURE 8  

PERCENTAGE OF FIRMS OFFERING FORMAL TRAININGS 

Training and development has been recognized as a key tool for skills and human capital 

development (World Bank, 2010). According to the World Bank report on business environment, 

Pakistan was standing on seventh position with total eight participants. Only 6.7% firms were 

offering formal training for skills development which will lead to an effective and efficient 

human capital. Pakistan score was only more than Indonesia on this indicator as per Figure 8. 

Likewise, per capita income in Pakistan is extremely very low if compared with other similar 

regional countries as portrayed in below cited diagram. This sounds alarming for strategy makers 
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that nations like Maldives, Bhutan, India and Sri Lanka are way ahead and performing 

considerably better than Pakistan (World Bank, 2016).   

 

FIGURE 9 

PER-CAPITA INCOME, REGIONAL COMPRESSION 

GOVERNMENT INITIATIVES FOR SKILLS DEVELOPMENT 

It has widely been accepted that entrepreneurship contributes immensely in less 

developed and growing economies by generating of employment and ultimately socioeconomic 

development (Wennekers & Thurik, 1999). Therefore, in recent years, the Pakistani government 

has acknowledged the role of entrepreneurship for economic growth (Planning and Development 

Commission of Pakistan, 2013). The government of Pakistan has placed special attention to 

promote entrepreneurship in Pakistan through different seminars and workshops. In Pakistan, 

small and medium sized organizations contribute 40% of the GDP of Pakistan and these 

companies provide 80% employment to the total non-agricultural labor force either as sole 

proprietor or working as a family business (Small and Medium Enterprise Development 

Authority, 2010). Nonetheless, Chaudhry (2004) concluded that small enterprises played an 

important role in poverty reduction and employment generation in the country. On the other 

hand, it has been observed that small business ventures in Pakistan are facing a severe deficiency 

of resources, lack of financial support from Government and financial institutions and 

technological issues causing slow growth of entrepreneurial activities in Pakistan (Bhutta, 2000; 

Sarfraz & Mian, 2011; GEM, 2013). National Vocational & Technical Training Commission 

(NAVTTC) has been directed by Federal Government to train 25,000 young graduates in more 

than 195 market-oriented courses under Prime Minister’s Youth Skill Development Program. 

The initiative aims at helping fresh graduates to attain the required skills for better job hunt and 

this will also minimize the gap between skills level of graduates and expectations of the 

employers (Shabbir, 2009; Shariff et al., 2016: 2016a).  Working on similar lines, The National 

Training Bureau (NTB) is aimed at sharpening the skills of 3,000 trainees. This initiative was 

expanded in form of public private partnership with the overall aim of 34,000 skills trainees. 

National Internship Program initiated by Government of Pakistan is also helping youth of 

http://www.navttc.org/
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Pakistan enhancing their skill level and ultimately increasing human capital of Pakistan (Abidin 

et al., 2015; Abidin & Haseeb, 2015: 2018; Haseeb, 2018; Haseeb et al., 2014).  

Higher Education Commission (HEC) is also working for enhancing the skills and 

knowledge level by offering competitive scholarships both indigenous and international level for 

master’s and Doctoral studies. The major focus of these scholarships is on science and 

technology related fields which are more applied in nature. This initiative is assisting Pakistan 

two folds, firstly the skills level is improving and coming at par with current global knowledge 

level and secondly, it is increasing overall literacy rate in the country.       

IMPLICATIONS AND RECOMMENDATIONS 

Keeping in view the discussion made on socioeconomic growth, Government of Pakistan 

need to take drastic measures to enhance the skills level of nation with special emphasizes on 

being self-employed. Based on above mentioned facts and global trends, following are some of 

the recommendations for Government and policy making institutions;  

1) Should draft a national policy for skills development and entrepreneurship after taking all stakeholders on 

board.  

2) Integrated national level plans for skills development should be composed, breaking these plans to program 

level should be designated to respective ministries and departments.  

3) Governance structure should be revamped on war footing bases.  

4) Eradication of corruption should be assured from Government officials.  

5) Support at institutional level must be provided to Entrepreneurial ventures to promote self-employment 

culture.  

6) Universities and academic institutions should train business graduates with the aim of “Job Creators” 

rather than “Job Seekers”.  

7) Universities and academic institutions should maintain a close liaison with Industry to assess the recent 

skills level requirement of the employers and modify the curriculum accordingly.  

8) Small and Medium Enterprise Development Authority (SMEDA) should be made more vibrant, supportive 

and proactive in initiating policies and strategies for boosting entrepreneurial ventures and sharing latest 

global trends to the nation.  

9) Institutional initiatives like Technical Education & Vocational Training Authority (TEVTA), Punjab 

Information Technology Board (PITB) and Punjab Skills Development Fund (PSDF) should be 

benchmarked across the country. 

10) Skill Development Council (SDC) should be allocated more funds to operate on wider level.  

11) Supporting polices and rules should be place for small and medium sized businesses to boost economic 

development.  

12) Government bodies make sure that large MNCs and small and medium sized businesses should co-exist to 

ensure market competition.  

13) Improved and easy access to finance for new business ventures.   

14) Drastic measures must be taken for enhancing the tax paying population to increase national revenues.   

According to World Bank’s report on Public Expenditure Management in Malaysia 

(1999), certain guidelines and insights were shared to be taken as benchmark for developing and 

less developed countries like Pakistan. Malaysia has applied latest management and governance 

concept in executing government functions for better service delivery to public. This transition 

has greatly improved the efficiency of government offices, public trust and confidence was 

greatly boosted.  Cohesive result-based management system was also employed for long term 

planning for national growth and capacity building. Pakistan can use Malaysian model and use 

same management and governance concept that helped Malaysia gain drastic and fast growth 

both of economic and social aspect of the national life.       
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CONCLUSION 

Based on the facts presented in this paper, it appears a very dark side of Pakistan on many 

fronts, Corruption, law and order, energy crises, high rate of taxation, inefficient tax collection 

and limited access to finance are some of the issues which are hurting economic development of 

Pakistan. In order to eradicate these issues, there is an urgent need to form a national level 

policy, awareness campaigns for rules against corruption, and mobilization of national resources 

for skills and human capital development.  It is important to realize that Nations with the similar 

age, background, resources and problems have been performing better than Pakistan and gain 

respected place in the global economic milieu. As Isenberg (2010) claims that “there’s no exact 

formula for creating an entrepreneurial economy; there are only practical, if imperfect, road 

maps”(p. 3). Similarly, it is not feasible, let’s suppose, to imitate successful economic models of 

developed countries in another nation by simply duplicating the similar characteristics of their 

entrepreneurship ecosystem; somewhat, it is possible to identify factors to be analyzed and 

established according to each nation’s explicit reality (Melo, 2015).  Therefore, serious, 

consistent and long terms plans should be put into place for steady growth.  The present situation 

is not very encouraging and needs a strategic intervention to sort out the issues and propose the 

right remedial measures. Skills development and entrepreneurship may be considered as 

instrument for growth and progress of Pakistan.  
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