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Abstract

The study is an attempt to investigate the probk#niworking poof in Pakistan, its
determinants, brief profile and compare our reswith “money metric poverty Although
the issue of working poor is not new but nasceea af exploration in the realm of poverty
and the study is a first attempt to hit the grouimd$akistan. We have used PPHS-10
household survey data to meet overall as well asisp objectives of the study. Logistic
regression model for overall sampled household andn/rural sampled households are
applied because of binary nature of our dependantie i.e. working-poor. Empirical
analysis testifies our hypothesis,where explanateayiables significantly explain the

behavior of dependent variable.

Key words:Working-poor, work-status, poverty and working hetusld

! PPHS-10 was conducted by Pakistan Institute of Development Economics.
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Chapter 1

INTRODUCTION

1.1 Background:

The ultimate objective of resource allocation ige¢duce market frictions. This further helps
to reduce poverty and include more population iepportunity horizon. The concept of
poverty is as old as world itself, even before th&tory documented. It is believed that
poverty is the problem among the people who camaok or afford work due to any reason,
thus employment is considered as best shield aganoserty[Kim (1998), Kenway

(2008),Bell and Newitt (2010)]. But a growing boalyliterature has shown that people living
below the poverty line are engaged in the laborketafCappellari (2000), Majid (2001)].

Despite their engagement in the labor market tloeydcnot move out of poverty,this clearly
shows that having a job has no authenticity thateofuction in poverty[Eardley (1998),

Brown et a2000), Robson and Rodgers (2008), Bell and N&2@1.0)].

Theworking poorare “the people who are engaged in work but ligl\w the poverty line”
[Majid (2001),Berger and Harasty (2002), Kapso@0Garcia-Espejo (2005)]. Generally it
is assumed that the working poor are the ones wih@mployed in a low paying job [Kim
(1998)]. However, there is a difference betweenkmg poor and low paid workers. If
household size is small and more than one perswmoiiking in low paying job, there is a
possibility that the collective income of househadabove the poverty threshold. On the
other side, if the household size is large and only person is employed in a well paying job

it might be possible that the household may besdiad as poor [Eardley (1998)].
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The hybrid concept of working poor sticks togeth®® working status and poverty status.
Although there is no hard and fast definition ofrlang poor, the International Labor
Organization (ILO) defines it ashose who work and belong to poor househ#ldpsos
(2004)F. The ILO estimated the overall trend of workingopdn different years. In 1991,
according to $1.25 per day estimate about 38.6epérof world population was under
working poor and this percentage decreased ovetorm&.5 percent in 2010 while according
to $2 per day estimates 55.3 percent of the wasfatbifation was considered as working poor
and this percentage declined to 30.6 percent if0.2U0hese results show that the working
poorhave decreased in the last two decades. HowéAg& had a major share in working
poor. Due to socio economic reforms the workingrpdecreased overtime in East Asian
countries whereas due to inconsistent policies I5oisian countries like Pakistan,

Bangladesh, India and SriLanka did not show satigfyesults [Kapsos and Horne (20£1)]

As the technological advancement are happeningatiiolthe developing economies are also
moving towards advance technology but their hunemource development structure is not
well enough keeping up the pace [Hulme (2007)]. Wweking people of the developing
countries are not advancing their skills along wfith technological advancement that hinders
the way to productive employment [Crouch (1997)cMaughton (2010)]. It is obvious from
the economic theory that more the human capitateiired lesser the chances to be poor; a
rise in human capital has favorable impacts on yetidity. Thus by increasing the human
capital we can induce a rise in the productive eympent and this will help to decrease

working poor significantly [Ono and Rebick (2002)].

2 See Kapsos (2004), “Estimating growth requiremétseducing working poor: Can the world halve kiog
poor by 2015?”

3 See ILO Key Indicators of Labour Market! &dition---chapter 1a: “Working poor in the worldtroducing
new estimates using household survey data”.

Source: ILO Employment Trends Website
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Pakistan was initially an agrarian economy; howgvbe fruits of global technological
advancement have reached Pakistan and createdt @osfards industrialization. Industrial
sector shares the largest component of &difer service sector and it covers almost 13.02%
of employed labor force which created a rise in dethfor the skilled and professionals
which badly affected the demand for semi-skilled an-skilled working class [Aftab (1991),
Bhutta (2001)]. Changes in structure of employmandt unequal distribution of wages
contribute to a rise in working poor class andaesl not necessarily mean that people who
are engaged in low paying jobs are poor. Althoughepty based on income or consumption
is high in Pakistan, the main concern is that peogho work still live below the poverty

line;working poor is thus major issue in Pakist&afdar (20047]

The main reason behind the problem of working pedhat governments focus primarily on
creating job opportunities but they neglect thaiéssf job quality; that is un-skilled and
semi-skilled workers get low pay jobs and have mpastunity to enhance their skills
[Eardley (1998), Jamal (2008), Kenway (2008) antiBetl Newitt (2010)]. With the effort
of the ILO a “Decent Work Agendahas become part of the Millennium Development oal
(MDGs). This agenda aims to create opportunitiepémple to avail a decent and productive
work prospects in an environment which ensurestibempartiality, sanctuary and their
self-respect. To completely eradicate working pdors mandatory to fulfill all these

conditions in both developing and developed ecoersrfiLO (1999)].

This study aims to contribute in Pakistan’s litaraton poverty by estimating the “working
poor’” and it also makes a profile of the workingopdhe study also examines the

determinants of working poor.lt has used the pnmedata set of the Pakistan Panel

* See highlights of the Pakistan Economic Survey 2011-12

> He is the only researcher who highlighted the issue of “working poor” and its importance in a country like
Pakistan, up to best of my knowledge.

®See Report of the Director-General to the Inteomati Labour Conferenc®ecent work1999)
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Household Survey (PPHS-2010) conducted by the Rakidnstitute of Development

Economics.

1.2 Objectives:

1.1.1 Overall Objectives:

The main objective of the study is to assessthenmate of “working poor” and factors

associated to it in case of Pakistan.The spedifjeabives are:

v" To determine the magnitude of working poor in Pkis
v" To compare the working poverty incidence with monmestric poverty; and

v" To find the determinants of working poor.
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1.3 Outline of the study:

The study is planned in six chapters. First chaigtéivided into two major sections;the first
section contributes the background of study anckativjes of the study are presented in
second section. The next chapter presents an itnw@epew of literature on working poor
around the world. The third chapter is organizedséven parts; its first part deals with
definitional issues of working poor, here we hagedssed intellectual views and attempt to
define working poor in Pakistan while the second maabout conceptual framework. Data
source, data limitations, methodology, econometnizdel and explanatory variables are
discussed afterwards. In chapter four, estimatesark status, poverty status and working
poverty are presented in first section and thened profile of working poor is provided. The
fifth chapter presentsthe results of logistic regien modelswhile last chapter presents

conclusions and policy implications.
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Chapter 2

Literature Review

The main objective of this chapter is to review thasting literature related to working
poverty at domestic and global level. This issueajtention in the 1970’s, when after a lot
of struggle economists, socialists and humanitasrganizations failed to lift the poor out of
the poverty trap. Until 1970’s economic reformensl &ocialists believe that working is the
best route to escape poverty but this traditionak of poverty totally failed when it was
observed that many of the poor people work but’tigiet rid of poverty. Originally the term
working poor was introduced by American econonestd they were considered pioneers of
the issue as discussed in the literature. Butrlgttiis issue was raised and dealt globally by
the International Labor Organization (ILO) and umbéd the issue of working poor in

Millennium Development Goals (MDGSs) in 2008 underyaG1.

Working poor work hard to get rid of poverty, bbey couldn’t. In a society it's our moral
duty to help others and people who deserve to peti¢hat is the poor ones, it’s the failure
of the whole society if these people couldn’t comue of poverty despite they put their best
effort by working full time round the year and figig against forces and factors beyond their
control as well [Kim (1998)]. Analysis of low payudamics in Italy, revealed the fact that at
aggregate level 55 to 70 percent people experiEwvegay and these are the ones who are
experiencing it also in the past [Cappellari (200@) is reported that there is negative
relationship between desired wage and working handsthe same is true for the non-labor
income with domination of income effect [Brown, Sesms and Watson (2000)]. For the
developing countries, the first effort for estinmgtithe working poor population and its trend

over time was put by Majid (2001).
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From the estimates of 1997 among which 95 percelungs to low income countries, the
working poor were found to be 534 million in deyg@lty countries. In absolute terms the
population of working poor decline by 0.30 percemery year, the low income countries
have shown a stable behavior and declining behaviobserved in middle income countries.
It was also found that working poor rate is dedgat a faster pace if we look at absolute

numbers [Majid (2001)].

Though high economic growth rate is an importantdiato achieve lower poverty rates as it
is experienced by developed countries, however agnomic growth rate is not sufficient
condition for poverty reduction; employment and aqgistribution of resources has a deep
impact on it. Labor market variables reported éphulity of being poor is over 20 percent of
the ones not having regular salaried work in nomeatjure [Sundaram and Tendulkar
(2002)].Analyzing child poverty in working familieg was argued that family structure and
working hours are the most important variablesregzt child care and reduce child poverty.
It was found that the probability of child povertg working families was reduced

significantly during 1995 to 2000 [Wertheimer, Loaigd Jager (2002)].

For better understanding of current labor marksties related to poverty and labor market
structure they are linked with social network tokena clear picture of current poverty issues
in the economy. It is proposed that, poverty canhet predicted with the help of
unemployment in a country, like Pakistan; for pplimaking and investigation of poverty
“working poor” is a better concept [Gazdar (2004)].Spain it was found that either low
wage or characteristics of household are respansiblead households to poverty after the
analysis of occupational factors and householdeeiation to working poor and low pay
solution. The results indicated that not all lowge&aworkers are poor and most of the
workers who doesn’t receive a low wage but stilbbhg to poor households while 1.7 percent

of the workers face a serious problem as they lgetorpoor households and also earn low
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wages [Espejo and Ibanez (2005)]. In USA workingrpeere 5.3 percent in 2003 the same
as in 2000’s report. Income distribution was fouwdbe highly unequal in turkey; the
percentage was higher in higher income group ameéron the lowest income group. The
number of working poor in turkey had a share otd29 percent of total employment while
17 percent in self employed and 6 percent of enguldy the European Union (EU). These
results were found in the study of changing worktgras, poverty risks and labor market
isolation between skilled and unskilled workershed USA, EU and Turkey [Gundogat al
(2005)]. Poverty in Turkey is a result of urbaniaat started since 1950’s and is accelerated
since 1980’s due to industrialization politics het more it got speed in 1994 and 2001 with
structural adjustment politics. Working poor wom&nTurkey believe that poverty means
hunger and being employed means non poor, howéesr are still poor and the system

doesn’t allow them to break the vicious circle of/prty [Savran (2007)].

Under Food Stamp Program of US agriculture departp26 million people were served
during 2006. This study focused on the need, effecess and performance of the program
and found that all eligible people including worgipoor lie within limits though uncertainty
about the true participation rate still exists am® states [Cunnynghaet al (2007)]. There
are 1.8 million children in Great Britain who betgnto working poor families, among them
340,000 children belong to lone parent families #redrest of the children belong to couple
families. The situation got even worse with an @asing number of children in working poor
families; almost 500,000 children were added byelparent families over the representing
period [Kenway (2008)]. Belgium also experienced froblem of working poor like other
members of the European Union, though low povedtes among the working age
population are examined in earlier studies. Workpogr is reported as 8.6 percent using
2003 data set; among these working poor 71.9 perrenfemale workers indicating that

female workers are facing more poverty risk andomg estimates reported that the Walloon
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region faces a poverty risk of 15.9 percent alntmible than that of Flanders region but

Brussels the Capital region faces a higher riggoserty [Marx and Verbist (2008)].

The working poor phenomenon turned short-term nea investigated through longitudinal
data of Australia. Along with working poor it wadserved that high poverty rates are
attached to non-working adults and Author are efitiew that “non-working poor” remains
the face of poverty in the new millennium [Robsord &Rodgers (2008)]. In most of the
developing countries it was observed that the nitgjof the poor people are engaged in the
labor market but usually insecure and pitiful in@sn Creating job opportunities with
minimal wage standard and long working hours ditielp workers to escape poverty, in-fact
better job quality with flexible working hours arfidendly environment can help people to

get rid of poverty as ILO proposed “Decent Work Ada” in 1999 [Bell and Newitt (2010)].

A comparative research for 27 European Union mesteported working poor situation in
Europe. The reported results showed that, 6 pexeall employees and 18 percent of all
self employed workers are treated as poor and bwemaking poor rate was 8 percent
according to 2007 data set. However for each memlbehaves differently the highest rates
were among Greece (14%), Poland (12%), Spain ahg (11%) and Latvia and Portugal
(10%) while states having lowest rates were CzeepuBlic (3%), Belgium, Malta and
Denmark (4%). Comparing results between 2000 ar@¥ 20is observed that in some EU
states the working poor rate has been declinintp(is Ireland, Malta, Netherland, Portugal
and Sweden), whereas in 10 states it has beemagedgAustria, Cyprus, Finland, France,
Germany, Hungary, Latvia, Poland, Spain and The BiKJ some states it remained stable
(Belgium, Bulgaria, Czech Republic, Denmark andway). It is ambiguous that working

poor were being affected by economic crises [Hakelb et al (2010)].
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There is no universally accepted definition of wogkpoor and only a few countries took the
initiative to announce official definition of workg poor. ILO plays a major role in shaping
working poor definition and explores this issue @stically and globally. Working poor
definition varies across literature as it is a lgykroncept joining two economic variables;
working status and poverty status respectively. Id€fineworking pooras; Employed
persons living in households in which fmapita income/expenditure is below the poverty
line” [Kapsos (2004)] many of the studies was based on ILO’s preferrefindion of
working poor [Schwarts and Vology (1992); Kim (1998leicher and Stevens (2005)].
Working poor definition of the United States beinged by many of the researchers
[Zagrosky (1991); Mosisa (2001);Stregmann-Kuhn @O@Robson and Rodgers (2008);
Gundogaret al (2005]. Working poor defined by European Union accordimd=uro-fund
Seminar Report, some of the researchers also hhsad studies on the EU definition
[Gundoganet al (2005); Espejo and lbanez (2005); Hanzl-Wetbal (2010)].Discussing
about nature, causes, effects and suggested podigasding working poor families Chiman
(1991) defined working poor families ads-dmilies participating in the labor market but
remain below poverty lirfleThe poverty threshold used in this study wasSRIPfor a family

of four [Chiman (1991)]. Working poor are those who work and belong to poor
households”and $1 per day as the poverty threshold [Majid (3P0

Exploring working poor in Belgium author used twefiditions, one broader and other the
narrower.The broad definition islow wage workers are those individuals whose yea#dye is less
than 2/3 of the median net wage for everyone whésnat least one hour peer week and has a strict
positive wageand the narrower one is defined aill‘year full time (FYFT) workers with a low
wage worker earning less than 2/3 of the median wiage of all FYFT workets while self
employees are not included in either of the ab@fnition [Marx and Verbist (2008)].

Working poor being a hybrid concept joins two sttal units and direct estimates are not

available because the joint distribution of emplewinand poverty is un-available. Micro
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data analysis is required to estimate the numbewrarking poor and this type of data is
collected by surveys conducted by domestically ab &s globally. Response variable turns
up dichotomous in this type of investigation, waikipoor/working non-poor status. In this
case, LOGIT or PROBIT Regression model is estimatisthg maximum likelihood
estimation technique. The logistic regression maslaion-linear and parameter estimation
necessarily requires algorithm and computed reavét®xpressed in probability.

Most of the researcher uses household survey, ab@ulcensus, panel survey, longitudinal
surveys etc. While investigating effects, causesune and suggested policies regarding
working poor families, author used household surgtata (1987) of US [Chiman (1991)],
Eardley (1998) also used Australian Bureau of §iaf (ABS) Survey of Income and
Housing Costs (SIHC) data from 1994-1995 to exanwoeking poor in Australia using
LOGIT regression [Eardley (1998)], British SocidtiAides (BSA) survey data from 1985 to
1996 was used to investigate the problem of workiogr for people aged 18 and over living
in private household using LOGIT regression mo@ebjvn, Sessions and Watson (2000)],
using panel survey data from Bank of Italy form 3@d 1995 was used to explain low pay
dynamics in Italy. He adopted and extended they#inal frame work presented by Stewart
and Swaffield (S&S) in 1999; the approach was ammasion of Limited Dependent
Variables (LDV) models such as LOGIT and PROBIT g@eallari (2000)]. Working poor
population estimates in developing countries asdrénd over time used 1980’s and 1990’s
household survey data from World Bank [Majid (2§08 household analysis of working
poor in Madhya Pradesh (India) using a PROBIT mdé@dahework based on unit record data
from 50" Round Consumer Expenditure and Employment-Unennpéoy Survey from 1993
to 1994 [Sundaram and Tendulkar (2002)], unit-ledsita from Pakistan Integrated
Household Survey (PIHS) 1998-99 was explored ireotd understand the current labor

market issues related to poverty dynamics in Pakisising LOGIT model framework
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[Gazdar (2004)], data based on September 2006 bou&ey 2007 fieldwork survey for
Turkey was explored in order to focus extent of vearnworking poor [Sarvan (2007)].
Working poor evidence in Belgium was based on EeaopCommunity Household Panel
(ECHP) and Luxemburg Income Studies (LIS) dataldaseyear 2003 [Marx and Verbist
(2008)], Income and Labor Dynamics in Australiaveyrwas used to determine the number
of working poor in Australia [Robson and Rodger80@)], European Union Statistics on
Income and Living Conditions (EU-SILC) for 2007 wesamined in order to investigate
working poor characteristics, causes and trendREU members and also compared the
results [Hanzl-Weilet al2010)].

Longitudinal survey was also explored in differestidies, longitudinal study of welfare
mothers with assistance of State Department ofab&arvice office of US during 1994 and
1995 using LOGIT regression [Kossek al (1997)],data from population survey of March
1994, US Bureau of Census was used to investigagther American poor are lazy or not
using LOGIT regression [Kim (1998)], Survey of Imee and Program Patrticipation (SIPP)
from 1996 and Current Population Survey of US fr986 to 2001 data was used to explain
child poverty in working families, SIPP has limitezhgitudinal data which helps to explain
working poor dynamics [Wertheimet al (2002)].

Working poor covers a significant part of the p@tian and were attached with low pay as
well as low quality jobs and face a number of peald on the job as well. We take a look on
the kind of jobs mostly they do and the probleneytface. The working poor families are
mainly caused by stagnant economy, inexperiencettes® and women, an increase in the
number of immigrants both legal and illegal andrdasing purchasing power of the working
poor families [Chiman (1991)].

Problems related to carrier attainment also beleardle for working poor to stay in a job or

organization. Executives and managers can play jarmale to reduce frictions faced by
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working poor by understanding their work attitudesmost of the organizations workers had
no health insurance; barriers at entry level pms#j min wage, and welfare and workplace
environment, all these problems are because of@mplimited involvement [Kosseé&t al
(2997)]. Working poor fails not because of low wiakhours and laziness but because of too
low wages they are receiving and the nature obahat fails to provide full-time and year-
round engagement [Kim (1998)].

The working poor in Australia are mostly engagegbamt time and casual work; he argued
that employment structure changes and rapidly as@é income inequalities are major
causes of working poor growth over time [Eardle998)]. The working poor are attached
with low wage jobs and party employed people, ciangb is a costly phenomenon so few
job opportunities are available especially in taetsrs entailing weekly wage jobs [Browh

al (2000)].

Unskilled workers face a high probability of beipgor while skilled workers get the
premium; machine operators and the formal manufiacfisector employed workers are poor
[Gazdar (2004)]. Unqualified worker in agricultungerators, fitters, un-qualified workers in
the industry, personal and cleaning services, sm@atitract jobs and small companies,
transport service, hotel and catering; these alllaw quality jobs and lead working poor.
Family with one earner supporting with a low wagé,jmostly female headed and lone
parent family face high risk of poverty and thipeayof poverty is most temporary one and
depends on family Lifecycle, he is of the view teatond income is a key to escape from
this type of poverty [Espejo and lbanez (2005); Hakeib et al (2010); Bell and Newitt
(2010) and Kenway (2008)].

Working poor women in Turkey are involved in houseaners and babysitter type jobs as
these are least paid, irregular and uncovered dgadlcial security system, these women have

low educations and mostly were immigrants havingowtact with their town fellows and no
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support from their rural relatives. Informal retats between worker and employer exploits
the worker, as they got food, clothing and othendedold goods without any hesitation but
pay it with long working hours [Savran (2007)]. Bars in organizations hurt workers and
lead working poor, emotional stress associated wiehjob, opportunities to improve job
attachment, work performance and career attainritteported that a single earner running
a household is attached with low paying jobs.Dmagration was found to be a more
important problem to move within an organizationnaove to a new high paying job, urbn
culture and discrimination intersection also restthe options available for working poor
[Leanaet al (2011)].

Beside the nature of job, there are some otheorfa¢hat play an important role in shaping
working poor lives. Along-with nature of the jobefe factors should be observed in policy
mirror and enable working poor to get rid of poyesircle. Considering social structure, the
well being of family is not all about the incomether its healthy interaction with other
families in society (Social capital). For the sareason more factors should be kept in mind
while designing welfare policies for such families.

Earned Income Tax Credit (EITC), Improved Child €Assistance, health facilities, housing
subsidies, food cards for the poor children andly@ue made to fight against working poor
[Chiman (1991)]. Job quality was found as the mwgiortant factor especially for workers
with few skills; demand side policies are requitedreate jobs for the low skills along with
income credit and supplements and also there maist focus on education and training
programs that enhance their skills and provide thensafe path in getting full-year
employment [Kim (1998)]. Marital status was foundsjtively related with hours worked
while union membership and desired hours of wotkalbes inversely.

Socioeconomic variables; education directly affecages, experience had a concave impact

on earnings and occupational is standing came muiet a key determinant of earnings
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[Brown et al (2000)]. Beside labor market experience, workiogrpis a majorly victim of
socioeconomic and demographic variables; age, geondeupation, experience, education,
marital status, region, religion, race and sectasewaffiliation. In addition, one study
indicates that immigration also affects job attaeminprocess and lead working poor. Second
income source is considered as best shelter agaonstty, even both are in a low pay job;
two incomes had significant results against povpfgsseket al (1997); Cappellari (2000);
Espejo and Ibanez (2005); Gundogaral (2005); Savran (2007); Marx and Verbist (2008)
and Hanzl-Weilet al (2010)].

Creating employment opportunities and poverty rédacwith better technology and
enhancing productivity should remain core object¥éndian economic policies and policy
maker should shift their focus from quantity to lkifyeof jobs in other words should focus on
Decent Work Agenda proposed by ILO [Sundaram anaiikar (2002)]. The core factors
related child poverty is; family structure, racadaducation of parents, parental education
plays a key role for children to enter and exitgrby and also higher education appears to be
best escape plan of poverty. Federal welfare reform995 and 1996 had significantly
increased the poor children percentage living imrkimg families, 43 percent of all poor
children in 2000 belongs to families who meet wogkistandards in comparison with 32
percent in 1995 [Wertheimet al (2002)].

Redesign of two major policies used in 1990 foraerding income of working poor families
was made in a study by MaCurdy and Mclintyre in 20Bdse two policies, one with wage-
based Earned Income Tax Credit and other is walgsigyr Earned Income Tax Credit
(EITC). Both the programs are designed to pay hesnef family’s earnings as well as the
wage rate received by its working members. Theasthre of the view that these types of
policies adversely affect the work incentives aedources. They found that wage-based

EITC is less 20 percent less costly than that ofect EITC and families with children
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supported by low wage worker would get the samellet benefits but families supported
with higher wage workers would get less while theger subsidy program is found to be less
expensive. Their policies are less costly and rbereficial [MaCurdy and Mcintyre (2004)].
The Food Stamp Program is the most important comptoof hunger and poverty alleviation
policy in America under US agriculture departméniring 2006, this program had served 26
million people with an annual cost of 29 billiondaon average $211 monthly cost per
household. This program is considered efficientdbreligible persons including working
poor people in America [Cunnynghaet al (2007)]. The problem of working poor is
common among families not working full time and rhes a need to convert part time
working families into full time work as much as pide through policies if the government
really believes to overcome working poor and cipdVerty [Kenway (2008)].Decent Work
Agenda, developed by ILO in 1999 proposes an apfprtizat helps to produce reasonable
and sustainable working opportunities and was deduin the Millennium Development
Goals (MDGs). Many of the developing economies adlois fresh and appealing approach

to root out poverty as well as working poor [BeldaNewitt (2010)].

2.1 Conclusion:

For most people of working age, the best way tadapoverty and social exclusion is to be

in paid work. But the enormous economic and sock@nges of the past 50 years, the
reduction in demand for unskilled labor, the chaggnhature of employment patternsand
family structure have left key groups in societsastied and unable to competein the labor
market. People perceive that working poor are tivalse engaged in low paid work but it

was found that not all working poor are low paidrkess. Investigation reveals that second
income source is the best way to tackle with pgveven both of them were engaged in low

pay work. Labor market problems and personal clarngtics are major factors in
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determining the size of working poor class. Litaratfound that, young workers and women
are the major victims of working poverty. Educaaibattainment level improves the earning
capability of workers and hence more educated werlee less likely to be among working
poor class.

In labor market workers face a number of probleffite barriers at entry level, less
experience workers got low enumeration packages;tipge work and discrimination. In
developing countries like Pakistan most of the fdlooce is engaged in agricultural sector
and are mainly self employed and unpaid family @epDue to technological advancement,
workers of the traditional sector did not improweit skills and decrease in demand of un-
skilled and semi-skilled workers leaves them atetige of poverty.

Present study is an attempt to investigate theeomporary issue and highlights the major
obstacles faced by poor workers of Pakistan. Algiothis area is being explored in world

but being neglected in Pakistan, thus the studyiges a detailed discussion on the issue.
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Chapter 3

Conceptual framework, Data sources and Methodology

There is no generally accepted definitionairking poor it carries various definitions across
time and studies in the area. Due to non-avaitgbdf country specific definition, mostly
scholars take working poor as ILO officially definé. In Pakistan,there is no official
definition of working poor.In this chapter we firsxplore the existing definitions of working
poor around the world and attempt to define ithe tontext of Pakistan, followed by a
discussion on the conceptual framework. Data soursed in this study and its

limitations,and methodology used are also parhisf ¢hapter.

3.1 Concept classification:

It is commonly argued thap®bor people are poor because they do not partieipatlabor
market. However, there is a group of individuals/houdedso‘who actively participate in
labor market activities but still fails to escapeverty, and hence the issue of working poor
got attention around the world, and there is anoorggdebate on it. The notion @forking
poor is used in literature to represent those people adtively participate in labor market
but still fail to escape poverty. This simplestidiion of working poor has a number of
meanings and dimensions.How “work” is defined; hpaverty” is measured; and who are
the working poor—onlyworking persons or all peolpkéeng in poor working households.The
term work is encompassed as an individual phenomegroeither the individual is working
or not, whereas poverty is a household fact itbeeithe household is poor or non-poor.
Intellectuals define the term work in various wayiile conceptualizing the term working
poor. A group of scholars define it as someone hé® worked or searching for work for at

least half of the past yeaG{indogaret al2005)] Some confine their definition to currently
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employed persons and leaving out the unemployesbpsriooking for work [Hanzl-Weibt

al (2010)]. Another group of scholars define it asugehold characteristic rather than to
define it at individual level,according to this ili€tion of work; a non-working member who
lives with a working member will be classified asrking [Robson and Rodgers (2008)].
Poverty can also be measured in number of waykereibne takes absolute measure or
relative measure to define poverty status of hooiselAbsolute measure of poverty defines a
poverty line at some specific monetary value aémigor family size and age of the family
members. However, relative measure of poverty sethaon the income distribution of
country rather than a monetary amount---normall$e6®0% or 40%---of the country’s
median income at household level.

This study has used the concepivoifking poorat household level, so we need to define the
termwork at the household level. In order to define it, begrow the concept from Robson
and Rodgers (2008), who define a “working houselaglthe one having at least one member
employed or actively participating in labor marlketivities”. To know how the concepts of
“work”, “poverty” and “working poor” prevail in thevorld we review below the history of
definitions across countries.

In the history of poverty analysis we find US piené defining“working poor” and having
an official definition. According to Bureau of Lab8tatistics (BLS), the working poor are
those who spent at-least 27 weeks (in a year)kdarléorce (working or looking for work) but
whose income fell below the official poverty thaddh [BLS, (2007). But this definition
emphasizes working poor at individual level instedtiousehold level.

According to Euro-fund Seminar Report [Brusselsly J{2004)], ‘workers living in a
household where at-least one member works and whereverall disposable incomes of the

household remains below the poverty line (60% ofiameequalized income) are working
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poor.” This definition encompasses working poor at lehdd level. The ILO defines the
working poor asThose who work and belong to poor househtlds

In Pakistan there is no official definition of theorking poor. However, the concepts of
employed or working persons and poor (or povente)liare well defined. The Pakistan
Bureau of Statistics has defined the employed akiwg persons aspérsons of 10 years of
age and above who worked at-least one hour dutiregréference period (one week before
interview) either as paid employed or as self erygib The official poverty line in Pakistan
is determined on calories basis, 2350 caloriesgolelt equivalent per day and this was
evaluated as Rs. 673.40 by Planning Commission aiisRan using 1998/99 Pakistan
Integrated Household Survey (PIHS) dataset, thise lis based on the absolute
measure.Keeping in view above definition of workipgrsons and poverty, we define
working poor for Pakistan as, “all members of household havatdgeast one member
employed in labor market, but their adult equivalexpenditure per day remains below the

official poverty line”.

3.2 Conceptual Framework:

Till 70’s it was believed that “working” is the Reshield against poverty. But with the
passage of time this was perceived that this thibogHonger persists. Across the globe it
was observed that not only the unemployed are pabmany of the people who work are
living in poverty. Thus, the majority of the poa living in “working poor” household.This
new phenomena gained roots in United States aaddatit was considered and accepted in
the labor market in the whole world.Economists frdmited States coined the term “working
poverty” and policy makers and implementers pai@csd attention to this issue.The
common perception about the working poor is a petsaving very low income, however,

workers with lower wage along with other income rees or any other family member
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earning will not be considered as working poor [Rmb and Rogers (2008)].A part-time
earning along with low wage job is also a majorsagabehind poverty risk. The reason is
that switching a job is costly and time consumimgcess and there are very few part time
jobs accessible in area [Chiman (1991) and Kim 8)P@/orking poor families face a
number of problems.These problems may be relatedet@ocioeconomic and demographic
characteristics like age, gender, marital statusbrer of children’s (number of dependents),
low labor market participations of household mersb&w level of educational attainment,
experience, region and occupation [Browh al (2000) and Savran (2007)]. Generally
married people are found more efficient in jobst With the addition of a new born, their
chance of being poor increases.Because of increasependency ratio, families having
more number of children under age six are morelflike be among working poor as
compared to the families of small size.Howeveis idrgued that second source of income is
best shelter against poverty, even both are engagddw pay jobs; two incomes had
considerable outcome aligned with poverty [Espajd #anez (2005); Hanzl-Weibt al
(20100 and Bell and Newitt (2010)]. Education isigeely related to the earning capability
of any individual. It increases the current wagd an the same side experience that a person
gained also has a sound impact on current andefutarnings, thus moving to higher
educational attainment level ensures a movemenbbpbverty [Kosseket al (1997) and

Gazdar (2004)].

A woman in the labor market faces a high risk ofgrty as compare to her male counterpart.
Same situation is faced by a household that isdueag female, because female mostly are
involved in low paid service sector jobs like howdeaning, babysitting and other related
jobs [Sarvan (2007)]. Occupational attachment & ainthe key factors associated to working
poor class. Most of the working poor are unskileatkers in agriculture, machine operators,

fitters and assemblers, and unqualified industrykess, personal and cleaning services,
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small contract jobs and small companies, transpertice, hotel, catering and elementary
type occupations, all these are low paying occopatiand lead to generate working poor
class. Most of the working poor were inexperienegatkers and attached with low quality
jobs.Theyface barriers at entry level and unfrigndiorkplace environment. As a result
employment status is also considered as a oneealdterminant of working poverty [Kossek

et al (1997) and Marx and Verbist (2008)].

Working poor families are less likely to be in unbareas of the country and does not own
home.In this study, all the possible factors of kirng poor are explored in order to check
their significance in the case of Pakistan. Oumadsdt did not entertain us regarding the
information of working hours, so it is not possikie incorporate and test part time
employment status. However, information regarding, agender, educational attainment,
marital status, house ownership, occupational at@nt and employment status is

accessible, so it is reasonable to integrate tfaesers.

3.3Data Sources:

The data collected by household income and consampurveys usually give detailed
information about the consumption and income leaslsvell as characteristics of households
and their members. This study has used the midi@-dbthe Pakistan Panel Household
Survey (PPHS) conducted by Pakistan Institute ofeg@ment Economics (PIDE) in 2010.
The 2010 PPHS is the third round of a longitudswaley. The first and second rounds were
carried out in 2001 and 2004 respectively.The PB&8ple is spread over 16 districts of the
country: Dir, Mardan and Lakki Marwat from KPK; Attk, Faisalabad, Hafizabad,
Bahawalpur, Vehari and Muzzafargarh from PunjabgiBa Mirpurkhas, Larkana and
Nawabshah from Sindh; and Loralai, Khuzdar and Gavdrom Baluchistan. Hence the

PPHS-10 represents well four provinces of countny order to make sample more
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representative [Arif and Durr-e-Nayab (2012)]. Teall presents total number of rural/urban

PSUs by districts.

Table 1: Primary Sampling Units (PSUs) by Provincend District

Number of PSUs

Province Districts Rural Urban
Punjab Attock 7 4
Faisalabad 6 16
Vehari 10 4
Bahawalpur 9 7
Hafizabad 10 4
Muzaffargarh 9 4
Sindh Nawab Shah 8 4
Mirpur Khas 8 4
Badin 19 3
Larkana 11 7
KPK Dir 11 2
Lakki Marwat 5 2
Mardan 7 6
Baluchistan Loralai 7 2
Gwadar 7 3
Khuzdar 7 3
N (16) (141) (75)

Source: PPHS-10

A villageis considered as Primary Sampling Unit ()p$or rural sample with a total number

of 141 PSUs in PPHS-10.The PPHS-10 round for tisetime added the urban sample from
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all the 16 districts from four provinces of the oty with a total number of 75 urban PSUs.
Total rural households interviewed in PPHS-10 @@02while the urban sample consists of
1342 households, reaching to the totalsample dizeeoPPHS-10 as 4142 households. The
PPHS sample is rich enough to represent the ove@lintry and exploring social,

demographic and economic issues [Arif and Durr-gaia(2012)].

Table 2 presents data on some variables of intedestrage age of the head of households
turns out as 48 years and there is a slight diffie¥dbetween average age of rural and urban
households i.e. 48.5 and 46.8 years respectivelyerdll percentage of female headed
households is very low, 4.2 percent. No major ddifee is observed in regional distribution
of female headed households i.e. 4.1 percent al aneas and 4.3 percent in urban areas. The
average household size is 7.6 members---7.8 membeusal areas and 7 members in urban
areas,which clearly indicate a higher average Huwldesize in rural areas of the
country.More than 50 percent of households are dwdny people having no formal
education at all and this proportion is relativdligher in rural areas of country. The
proportion of household heads, having matriculatorigh level education is much higher
(15%) in urban areas than in rural areas (6%). Hewe educational level below

matriculation is almost equal in both regions @& dountry.

Occupational classification of the household headeg across both regions of country, in
rural areas almost half of the population is endage agriculture, fishery and related
occupations. Nearly one-third of the populationnfroverall country as well as urban and
rural areas is attached to elementary occupationsccupations like managers, officials,
sales and services and machinery, craft and planghly a similar proportion of workers
participate from rural as well as urban areas. Datéand ownership shows that 56.6 percent
of rural households are landless. About one-fiftiihe rural sampled households are small

landholders, owing less than three acres of landevame-tenth of the households own more
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than ten acres of land. Thus, the PPHS-10 has @ mgpoesentation of landless households as

well as small, medium and large landholders.

Table 2: Socio-economic characteristics of the sarigal households

Characteristics Overall Rural Urban
Average age of household head (years) 48.0 48.5 46.8
Gender:
Female headed households 4.2% 4.1% 4.3%
Average household size 7.6 7.8 7.0

Level of educational attainment of
household heads:

No education 54.90 58.97 46.19
Below Matriculation 26.41 26.25 26.75
Matriculation 9.75 8.45 12.53
Above Matriculation 8.94 6.33 14.53
Overall 100 100 100
Occupation of the head:
Managers, Officials and related 10.29 7.15 17.44
Sales and Services 11.23 7.65 19.40
Agricultural, Fishery and related 35.24 46.40 9.80
Machinery, Craft and Plant 11.89 9.23 17.96
Elementary 31.34 29.56 35.40
Overall 100 100 100
Land ownership:
Landless households 67.4 56.6 91.2
Small landholders (up to 3 acres) 14.1 19.1 3.0
Medium landholders (> 3 to 10 acres) 10.7 14.0 3.3
Large landholders (> 10 acres) 7.8 10.3 2.5
Overall 100 100 100

Note: Data source PPHS-10

N= 4126 households

3.4 Limitations of Data:
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Although PPHS-10 is limited to only 16 districts fe country, i.e. one-sixth of overall
distribution but it incorporate all those distriatdhich are most populace and thus shares a
rich source of information regarding demographid aocio-economic characteristics of
households, we face certain limitations in orderctonplete our study. Employment is
defined well under PPHS-10 but information conaggnivorking hours for individual are not
available which restrict us to investigate the éssf underemployment i.e. is there any
relationship between working-poor and underemplaym8ample size of PPHS-10 is small
i.e. 4142 households but its coverage for ovemlintry is well enough to got satisfactory

results.

3.5Methodology:

The analysis is carried out at the household lavelrder to meet our objectives.We have
first identified households’ poverty status andntliy using Pakistan’s official definition of

employment, working status of the sampled housshisidietermined. These two variables,
poverty status and work status, are used to defimeking-poverty status of the sampled

households.

This study has used the series of following questiasked in the PPHS-10 to estimate the
working status:(i),“Did you do any work for pay,agfit, or family gain during the last week,
at least for one hour on any day?”, (ii), “if didtrworked did have any job or land?” and
(i), “Did help in business or agriculture?”.Wostatus of the individuals’i.e. working or
non-working is defined by using these questionsedsk the survey from both male and
female respondents.As discussed in last sectianamaiysis is at the household level so we
have to define work status at a household level gither the household is a working
household or non-working household. We define amgrhousehold as one having at least

one member employed as defined by the above questigked in PPHS-10. This definition
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is a broad definition of work status as it taket® iaccount the work status of all household
members. Overall estimated number of working hoolsishdiffers from that of working
individuals in the sample because of a slight mcatifon in definition in order to meet our

objectives.

As discussed earlier, calories-based poverty liag been used in Pakistan. To construct
poverty line, calories intake expenditure for 23%0ories per adult equivalent per day is
aggregated along with expenditures on non-food.itdeing Pakistan Integrated Household
Survey (PIHS) 1998/99 data set,the Planning Comamsef Pakistan measured official

poverty line in Pakistan. The monetary value ofgrtywline for 1998/99 was Rs. 673.40 per
adult’ per month. This poverty line is adjusted at thmetiof poverty estimation after

accounting for the inflationary impact in intervegi years. The monetary value of this

poverty line for 2010 set at Rs. 1671.89 per apeittmonth.

ThePPHS-10 asked questions about both food andawmshitems from female and male
respondents respectively. Female questionnairapocate questions regarding expenditure
and consumption of 49 food itefnand also expenditure on having meals outside sh la
week. We include both expenditures in order to asm@xpenditure per day on food items.
Questions concerning non-fobexpenditures are asked by male members in thesholds,
such as expenditures and consumption on electrigdy, telephone etc. Both of the food
expenditure from female section and non-food exjperes from male section is then
aggregated to achieve monthly expenditures of sasngiouseholds and then these
expenditures are converted into per adult per mergrenditures using relative weights
order to define poverty status of sampled househetd use poverty line of Rs. 1671.89,

applied on data as peradult equivalent expendippgesnonth. Those households whose adult

7 Weight for household members below age 18 is 0.8 and members having age 18 or above is 1.
® Detailed list for food items is given in Appendix 2
? List for non-food household items is given in Appendix 3
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equivalent expenditures per month fell below theeghold level were defined as poor

households and other households were treated agauwn

Our dependent variable “working poor” is a jointriahle that has combined households’

“work” status with households’ “poverty” status. Ud) the working poor are the households
which have at least one member employed in labokebas defined above and whose per

capita income fell below the poverty line beingadigethis study.

3.6Model:

Our dependent variable, working poor status of @skbold is binary in nature. In this case,
Linear Probability model does not work properly &ese our results do not abide by the
limits described by binary character of the dependariable i.e. though they fall between

zero and one but they are also scattered aroural @&t one. This type of endogenous
variables is better explained with the help of $bigi regression models using maximum
likelihood estimation procedure and their resulbsndt encounter the problem as faced by
Linear Probability model [Hayine and Gorman (19990pois, Jeandidier and Berger (2003)
and Jamal (2007)]. Two main reasons for applyirggskic regression in economics research
are; firstly, logistic regression model is flexible and secondly result’s interpretation is
straight forward [Montshwe (2006)]. Along with assptions on error term of the model,

household working poor/working non-poor status fedpcted on the basis of computed
probabilities. Logistic regression model is conegde as powerful technique because it
analyzes all type of independent variables (e.gci@te, Continuous or mix of both) [Anka

(2006)]. The independent variables were examinextder to check their significance for our

10 Logistic regression model can incorporate all type of independent variables (e.g. Discrete, Continuous or mix
of both)[Anka (2006)].
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model and final model contain all the independemiables believe to affect the working

poor status of a household.

3.6.1Model Specification:

Logistic model can be written as:

eZ

Prob (WP =1) =
( ) 1+eZ

Where:
yi= if working poor

WP = Working poor <

Y= 0ifworking non-poor

e = base to natural logarithm and

z =0y + p1Age + PEdu+ B3HHsize + f,Dep_Ratio + PsOccupatio +

PeEmp_status+ ,location ... (1)

Where age is taken as a continuous variable arefats to the household head’s age.Also
household head’s education is taken and dividedfor categories; no education represents
the number of household heads who never attendedsthool, below matriculation
represents those who completed their 9 years Sdgoddut could not pass class 10,
matriculation includes all those household heads edmpleted schooling with class 10 and
above matriculation category included those housishwhose heads completedmore than 10
years of education.We use three dummy variablegpoesent different levels of schooling

and use matriculation as base categories. Ourex@tanatory variables are household size
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and dependency ratio, which refers to demographiateon of households; household size is
total number of household members and dependenicyisameasured as the ratio of total

number of dependent members of household and tataber of independent members of
household. Dependent members are the total nunfomembers in household having age
below 15 years and members having age 65 and alestegf the members of the household
having age between 15 and 64 are treated as membexsking age.Dependency ratio is

divided into three categories; low, medium and Higther two dummy variables are added
for medium and high categories in comparison waitlv tategory to check age dependency

effect.

Occupational classification and employment stateigreasent labor market activities. In
PPHS-10 occupations are classified according toisRak Standard Classification of
Occupation*. Occupations are divided into 10 categories; latian, senior officials and
managers, professionals, technicians and assografessionals, clerks, service workers,
shop and market sales workers, skilled agricultarad fishery workers, craft and related
workers, plant and machine operators and assemladiensientary occupations and armed
forces.For the present analysis these 10 categoftiescupation have been grouped in five
major occupational categorie§)fficials and professionalshere we combine first four
categories with addition of armed forc®ales and servicethis class includes the fifth
category in above explained I&gricultural and fishery relatedclass consist of sixth
category in above explained lidfJachine craft and plamékes into account seventh and
eighth from the list andElementaryclass represents elementary occupations. Theiadéfic
and professionals category is used as the refereatagory.Employment status is also
included to see the difference in working poor rateong self employed, casual worker,

piece-paid worker and regular paid workers. We these four categories of employment

1 Complete occupational details are given in Appendix 4
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status and three dummy variables are added to ¢heaksignificant impact. Self employed
is used as reference category. Urban/ruralis ugedvestigate regional differences i.e. if

there any difference among rural and urban houdsfol

The analysis is carried out at the household [€hel.variables that affect the working poor
status of household are included in our analysib,sas age, education, family structure,
occupation, employment status and location.

3.7 Explanatory variables and their expected relationship with working-
poor:

3.7.1 Gender and Age of household head:

Demographic factors like gender and age of headookeholds are likely to be related to
working poor status. Households headed by femaarare likely to be poor according to

existing literature because primarily householdsteaded by males and this shift from male
to female occurs mainly due to death of male hooisehead or separation. Age of the
household head plays a vital role to determine &looisl’'s poverty status and working poor
status as well. Older household heads are morerierped as compared to their young
counterparts and have a permanent income streaause®f a stable employment status
[Eardley (1998)]. Another possible explanation lmstcontext is that the older household
heads have some of the household members employletbor market and supporting the

family in order to escape from povertgiyndogaret al (2005), Garcia-Espejo and Ibanez]

3.7.2 Marital status of head, Family size and Dependency ratio:

Marriage is also observed as a major determinampiogérty as well as working poor. In a
study of Australia, it is found that poverty righ fa married worker is double than that of un-

married workers [Eardley (1998)]. In Pakistan thergoint family system to support the
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unemployed members of household. This joint faraygtem results in large household size
which may result in high dependency ratio due ® pnesence of under-age members of
households. Large household size means more mnofgled and bear education, medical and
other expenses as well and this creates more chafdeeing poorGundogaret al (2005),
Arif and Farooq (2012)]Age dependency is measured as ratio of depemaenindependent
household members; high dependency ratio means dependent family members like

children and elders in households which may legubicerty.

3.7.3 Education of household head:

Education level of head of household also affdetsgoverty status. Higher the educational
level, lesser the risk of poverty. Well educatedrkeos can easily get well paying jobs

because of their better skill than the skilllevélvaorkers with low education. Household

heads having more years of schooling can get avjttbhigh remuneration and thus making
it easier to cover all the household expenses [E@i(d998) Gundogaret al (2005) andArif

and Farooq (201P)

3.7.4 Occupation and Employment status of head:

The nature of a job also gives an idea about pgyvére working poor rate varies across
occupations Gundoganet al (2005)] Workers engaged in an occupation which demands
more education levels like management are diststgpal by higher earnings and face a lesser
risk of being poor. On the other hand workers ioupations like service, transportation and
construction do not generally have higher educatidevels thus face higher risk of being
poor because of low levels of their earnings [Robaod Rodgers (2008), Marx and Verbist

(2008)]. Employment status also plays a vital rdte distinguish poor and non-

33| Page



poor;permanent employees are less likely to be psocompared to casual workers and

piece-paid workers.

3.7.5 Location of household:

Location plays an important role in determining Wiee the economic household is poor or
non-poor. In rural areas the lack of infrastructurealth and educational facilities leads to
low level of skill acquisition among the workers ialh in turn directs them to a low paying
jobs and hence higher chances of being poor in edasgn with the workers living in urban

areas of the countryygmal (2007), Arif and Farooq (2012)]
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Chapter4d

A profile of Working-poor in Pakistan

4.1Work, poverty and working poor

4.1.1 Work Status:

The first objective of this study is to estimate tiproportion of working people living below
the official poverty line”. Going further to discaighe working poor estimates of sampled
households we first take a look at work statusresdts at the household level as defined in
last chapter and poverty estimates of the sampleddholds. According to our estimates, out
of 4026 sampled households 3836 (95.28%) housebmd characterized as “working
households” and rest of the 190 (4.72%) householdstl have any individual active in labor
market and these households are treated as nonrgdrauseholds. Majority of the working

households are located in rural areas (figure 1).

Figure 1: Working and Non-working status of the sampled Households' by Rural-Urban areas (numbers)
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Source: PPHS-10 micro data
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Most of the non-working households are male heaatedl almost 28 percent of the non-
working households are characterized as poor hoigh Statistics on educational

attainment levels shows that 80 percent of theworking household heads have no formal
education and only 5 percent of the non-workingdetwld heads complete matriculation and
above matriculation levels. However, non-workingubeholds share an equal proportion in

rural/urban areas of the country.

We take a deeper look for the estimates of our imgrkouseholds;this will further help us in
understanding the factors associatedwith workingegy. Some fundamental questions are:
what proportion of the working households is headgdemale and what is their urban-rural
distribution?What is the proportion of young headaxtking households in comparison with
proportion of old headed working households.Figdig@aysgender wise headship of
working households in rural and urban areas amyé@mall country. In Pakistan proportion of
female headed working household is very low in alleountry as well in rural and urban
areas i.e. almost 96 percent of the working housshare headed by males,” and females’

shares are not substantial.

Figure 2: Gender of the head of working households by Rural-Urban areas (%)
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Source: PPHS-2010 micro-data
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Poverty risk also varies across workers from défiferage groups; old workers are less likely
to be among poverty groups as relative to youngkerst Figure 3 displays our findings
based on poverty risk faced by workers of differage groups from rural and urban areas of
Pakistan.The figure reveals that majority of therkimg heads belongs t0"®35-44) and
3(45-54) age group and in both regions of the cquwbrking heads in these age groups
show higher percentages, however, heads havinglame 65 are in small proportion in both

regions.

Figure 3: Age wise distribution of heads of working households (%)
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Source: PPHS-2010 micro-data

Note: Age represents households head age

Education is the key element in determining workpagr status of households, educational
attainment levels of working households in ruratl amban areas gave us a clear picture of
poverty differentials among educated heads and ugaded heads. More than half of the
working heads in overall country are non-educated the situation is even worse in rural
areas of the country where almost 85 percent wgrkireads end up with below
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matriculationand only 6 percent working heads hddcational level above matriculation
(figure 4). However, urban areas showa considerpldeortion in both matriculation and

above matriculation categories; 13 and 15 peraspgactively.

Figure 4: Distribution of the head of working households by Education and Rural-Urban areas (%)
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Note: The given educationis for households’ head

Labor market indicator play a central role in singpivorking poor lives in both areas of the
country. Estimates presented in Figure 5 revealithRakistan, according to PPHS-10 more
than half of the working heads are engaged in aljuial, fishery and related and elementary
occupations. Working heads living in urban areas arainly engaged in elementary
occupations and a considerable proportion of wgrkieads engaged in manager, officials
and related occupations and sales and servicepatious.About 40 percent of the rural
working heads work in agricultural related occupiasi and almost one-fourth are attached to

elementary occupations.

According to the PPHS-10 data set, one-fourth efwlorking heads in Pakistan are regular
employees and nearly half are self-employed. Moaa thalf of the rural area working heads
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are self-employed and one-fifth are regular empsyelative to 31 percent and 37 percent in

urban areas respectively (Figure 6).

Figure 5: Distribution of the head of working households by Occupationand Rural-Urban areas (%)

40

35

30

25

20 M Overall

15 B Urban
= Rural

10

Managers etc  Salesand  Agricultural Machinery etc Elementary
Service etc

Source: PPHS-2010 micro-data
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Figure 6: Distribution of the head of working households byEmployment status and Rural-Urban areas (%)
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4.1.2 Poverty Status:

Poverty status of household is measured accordingatories based poverty line;2350
calories per adult equivalent per day.Overall ptvestimate¥ using PPHS-10 data set are
20.70 percent, 22.4 percent of rural householdgace while the corresponding figure for
urban areas is 16.6 percent; this means out of40%6 sampled households, 210 poor
households are located in urban areas and 623hmaseholdsbelongs to rural areas of the

country.

Figure 7: Poverty (money-metric) estimates by Rural-Urban areas (numbers)
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Source: PPHS-10 micro-data

The PPHS-10 data show that about 95 percent opdlbe households are male headed and
among non-poor household, almost 96 percent argeldelay males.Almost half of the poor
heads belongs to age group less than 35 and 3&spéatively, however, only 12 percent of
the poor heads having age above 65 years. Howeawem;poor household heads’

agedistribution looks like a normal distributiorafile 3).

2 All estimates of poverty and working poor are adjusted for household size.
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Table 3: Socio-demographic characteristics of theqgor/non-poor households (%)

Characteristics Poor Non-poor
Gender:
Male headed 94.64 95.87
Age of head:
<35 22.57 19.51
35-44 26.52 22.94
45-54 20.87 24.75
55-64 17.49 17.27
65+ 12.55 15.53
Education of head:
No education 65.02 52.70
Below Matriculation 25.95 26.62
Matriculation 6.21 10.46
Above Matriculation 2.82 10.22
Overall 100 100
Occupation of the head:
Managers, Officials and related 5.44 11.31
Sales and Services 9.80 11.53
Agricultural, Fishery and related 35.21 35.25
Machinery, Craft and Plant 9.80 12.33
Elementary 39.75 29.58
Overall 100 100
Land ownership:
Landless households 72.94 66.48
Small landholders (up to 3 acres) 16.62 13.57
Medium landholders (> 3 to 10 acres) 6.91 11.34
Large landholders (> 10 acres) 3.53 8.62
Overall 100 100

Source: PPHS-10 micro-data
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Almost65 percent of the poor heads have no forrdatation and one fourth of the all poor
heads,who join school, did not complete matricatatievel.Roughly 9 percent of the poor
heads have educational levelof matriculation andvep however, educational attainment

levels of non-poor headsat this level is more thauble than that of poorheads.

Poor heads are mainly attached in agriculturalhefig and related and elementary
occupations, almost three fourth of the poor heads engaged in these two types of
occupations. Managers and official related occopatientertain nearly 5 percent of all the
poor heads. However, a similar proportion of nootpbeads are engaged in agricultural,
fishery and related jobs but in elementary typeupations non-poor heads shows a
decreasing pattern and almost 22 percent of theoppon heads are engaged in managers and

service type occupations.

Data on land ownership revels that about threettioof the poor households are landless in
comparison to 66 percent landless non-poor houdshtioportion of medium and large
landholder is also high among non-poor householdsthdf the households owning more
than 10 acres are located in Baluchistan, where iamnuseless in terms of income earning

capability.

4.1.3 Working poor:

Overall “working poor” household estimated for 20&fe 791(19.68%) from total 4026
sampled households; 22.14 percent of householdswvarking poor in rural areas and
14.55percent of households are working poor in mrageas (Figure 8). If we look at the
overall estimates it can be observed that therenlg a minor variation between overall
poverty and working poor estimates a differenceonly one percentage point (20.70 Vs

19.68). A straight forward implication comes outatthn Pakistan almost all the poor
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households belongs to working households as defimezlr study. Household located in
urban areas got more benefits from work status aefseholds in comparison with those
located in rural areas of the country. This regiatiierence may occur because of more
facilities available in urban areas as comparedital localities, such as urban people enjoy
improved health facilities, better schooling enwamgent, improved infrastructure and

superior job opportunities judge against their Fracaunterparts.

Figure 8: Poverty and working poor estimates for Rural-Urban areas (%)
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Source: PPHS-10 data set

4.2 Profile of working-poor:

Profile is a descriptive summary of a contemporigsue to highlight its occurrences and
rationale behind possible changes in it. Workingrgarofile compares its key characteristics
and explains how working poor estimates variessacfactor associated to it. This section is
divided into six sub-sections to explore the relaship between explaining factors and
poverty status of working class in Pakistan usi@gj®data set. Demographic factors like age
and gender are more likely to affect poverty stadfishouseholds; also education is an

important factor in shaping working poor lives. Opational classification and employment
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status of workers are linked to working povertyd dmally relationship between working
poor class and asset holding and land ownershgbserved.These illustrations will help

understand the association between working poosaanid-demographic factors.

4.2.1 Demography

Demographic factors have a great effect on powstwell as working poor. In PPHS-10 the
proportion of overall female headed households .5 gercent, while considering only
“working poor” households, male headed householftgdirom female headed households;
for examplecompared to 16.57 percent of female éedwuseholds 19.79 percentof male
headed households are poor. Young workers facghehrisk of poverty than older ones and
these findings are similar to Gundogsatral (2005) and Robson and Rodgers (2008) findings.
Table 4sets the data on ages into different grémgee incidence of working poor by age of
the head of households. Generally young workergmpce higher risk of poverty because
of low labor market experience.There is a conslderaifference among rural and urban
young workers. The proportion of working poor imaiuhouseholds declines as the age of the
household increases. But there is no such linelatiorship between age and working

poverty in urban areas.

Table 4:The incidence of working poorby age of théead of household (%)

Age groups Rural Urban Overall
<35 21.42 12.14 18.95
35-44 21.30 13.01 18.11
45-54 18.94 9.97 14.45
55-64 17.13 12.33 16.77
65+ 13.48 10.19 7.74
N (2760) (1266) (4026)

Source: PPHS-2010 micro-data

Note: Age represents households head age
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Marital status is classified as currently married athers because we are concerned about
marital status of household head and it is obvitha most of the household heads are
married. Looking at overall distribution of maritthtus we come to know that 90.11 percent
of the household heads are currently married ast ok the household heads are either
divorced, separated, widow or never married. Thetatlastatus does not have a significant
impact on households’ working poor status i.e. agnomarried household heads 16.62
percent face risk of being poor while rests oftibesehold heads face a poverty risk of 15.83
percent. Household size is another important faitiodetermining the household working
poor status. One possible explanation is thathashbusehold size of a working household
increases the risk of being poor also increasesither words, dependency rate increases
because now more mouth are to be fed with samengarrDependency ratio better reflects
this issue as it measures the ratio of dependensdmmld members to working age
population. Members having age less than 14 yeads above 65 years are treated as
dependents while members of age group 15 to 64harevorking age category. Larger the
number of dependents in a household higher wilthge dependency ratio and vice-versa.
Dependency ratio is divided into three categdfieow, medium and high, where “low”
group reflects less number of dependents in a @ldand “high” reflects more number of
dependents in a household. Overall working poar difer across three groups and we can
say that high dependency ratio is subject to higk of working poor and vice-versa. Also
there is a sizeable difference if we compare raral urban working poor rate across low,

medium and high dependency ratio classes. If we édkok at high dependency ratio we can

B Dependency ratio is classified as:
Low =0to 0.5

Medium =0.51to 1.0

High = 1.00001 to max
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observe that rural households face a double ridkeofg working poor as compared to their

urban counte rparts.

Table 5: The incidence of working poor by dependencratio (%)

Dependency ratio Urban Rural Overall
Low 8.67 11.57 10.65
Medium 13.04 20.88 18.80
High 15.31 30.00 25.13

N (1266) (2760) (4026)

Source: PPHS-2010 micro-data

4.2.2Education:

Education also plays a major role in shaping thesliof people. A less educated worker faces
a more risk of being poor than his/her educatednimparts. We can observe a clear
declining trend in working poor rate as one getscated. Table 6 shows the working poor
rate among different educated classes across eligmclear from the table, as educational
level of workers raises their probability of beipgor declines, in both urban and rural

areas.There is a significant difference among riucated heads in rural and urban regions,
because in rural areas most of the people arehatlato agricultural sector where there is no
need of formal education while in urban areas duavailability of some better jobs for even

non educated class makes this disparity. Thisreiffee could be observed in all educational
levels for urban and rural regions and also wessmnthat the difference becomes smaller at
high educational levels; above matriculation in analysis which means above matriculation

is quite helpful in order to lower the risk of petyeamong educated class.
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Table 6:The incidence of working poorby educationalevel of head of households (%)

Educational level Urban Rural Overall
No education 14.09 20.96 19.15
Below matriculation 12.94 18.71 16.87
Matriculation 9.43 12.50 11.25

Above matriculation 4.32 6.32 5.29
N (1266) (2760) (4026)

Source: PPHS-2010 micro-data

Note: Education represents only household headisaibnal attainment

4.2.3 Occupation:

The nature of job gives an idea about working pdtre probability of being poor among
workers varies across occupation. Most of the waylkpoor may be employed in service
occupation, sales, subsistence agriculture, labdrnaining, drivers and related occupation.
Managers, officials and related occupational groaper a smaller proportion of employed
persons who suffer poverty. Table7presents workimgy rate across different occupations as
well as their rural/urban differential. Managersfiamals and related group of occupation
requires high education and characterized with l@gmings and less likely to be among
working poor class. From table 7we can see thasélmnid head from urban areas are less
likely to be in agricultural, fishery and relatedcopations as a matter of fact most of the
rural household heads are engaged in this occupatouseholds’ heads in elementary
occupation facethe higher risk of poverty thanositier occupational classification and most

of the workers in this occupation belong to ruralees of the country.
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Table 7:The incidence of working poor by occupatiorof the head of household (%)

Occupational group Urban Rural Overall
Managers, Officials and related 5.32 (169) 7.66 (158) 8.87 (327)
Sales and Service 9.04 (188) 11.89 (169) 15.13 (357)
Agricultural, Fishery and related 8.42 (95) 18.05 (1025) 17.23 (1120)
Machinery, Craft and Plant 12.64 (174) 15.20 (204) 14.02 (378)
Elementary 17.49 (343) 23.89 (653) 21.69 (996)
N (964) (2182) (3146)

Source: PPHS-2010 micro-data
Note: Occupation represents household head’s otionpaattachment.

*Parenthesis shows total numbers of household ime@ach occupation.

4.2.5 Employment status:

Worker’'s employment status also plays a major mleetermining poverty status. Casual
paid workers experience the highest risk of beiogrpn comparison with all other categories
of employment status, also the working poor ratpie€e paid worker is higher than regular
and self employed workers. Table 8 lists the wagkpoor rate of urban, rural and overall for
different employment status categories.The poss@xplanation is that casual workers’
poverty risk may be associated with non availapbdit jobs on daily basis for all workers in a
particular area. However, in rural areas workernsglcasual work suffer more risk of being
poor relative to their urban counterparts. On o#fide workers engaged piece worktype

from urban areas face a higher risk of poverty thaal area workersPiece workcan be

defined as type of employment in which a workgragd a fix wage rate for a specific task or

we can say that they were paid per piece of worledmg. garment worker, electrician, and
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plumber etc and these type of employment can berebd more in urban areas of the

country.

Table 8:The incidence of working poorbyemploymenttatus of the head of household
(%)

Employment status Urban Rural Overall

Casual workers 18.80 30.84 27.71

Piece paid workers 21.89 16.74 18.55
Self-employed/Unpaid family helpers 9.97 17.25 15.37
Regular workers 9.09 16.67 13.26
Employer 7.69 14.29 10.45

N (964) (2182) (3146)

Source: PPHS-2010 micro-data

Note: Employment status represents household heagkbyment status only

Self-employed workers from rural areas are morelyiko be poor because in rural areas
most of the people are engaged in agriculture sectd cultivate their own farm or work as a
contract cultivator however in urban areas self leygudl people are those who mostly run
their own shops and related work. An employer fahedeast risk of poverty as compared to

all other categories of employment.

4.2.6 Household Asset holding:

A household asset is an important variable thds tes about household’s welfarestatus;
Jamal (2007) finds that household assets are highlyelated with households’ total
expenditure.We take a look on different househalsets and percentage of working poor
households who owns that particular asset. TablelpShin classifying household’'s

percentage and asset ownership of working poordimid and overall ownership.
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Here we select some of the important householdsf®en twenty household assets'ftif
PPHS-10 and present differences in particular assaership among the working poor and
overall sample. Looking at the reported results,came observe that there is much difference
among our selected household assets ownership amworgasses. Working poor household
did not own air conditioner and internet facilitgnly 0.16 percent of the working poor
household contains freezer relative to 5.44 perockatverall ownership. However, ownership
of air cooler and motor bike creates the highef$¢mtince relatively. Car ownership amongst
these two groups also creates a huge difference0i2b percent of the working poor

household owns car in comparison to 5.19 perceatativ

Table 9: Household ownership of assets (%) for woikg-poor households and all
sampled households

Assets name Working-poor household Overall
Freezer 0.16% 5.60%
Air conditioner No one 2.85%
Air Cooler 0.09% 8.25%
Cooking range 0.03% 1.68%
Microwave Owen 0.06% 3.32%
Motor bike 2.02% 25.39%
Car 0.25% 5.44%
Tractor 0.32% 6.23%
Computer 0.22% 7.14%
Internet No one 1.20%

Source: PPHS-2010 micro-data

Here we present number of household d3setnership of working poor households in

overall country and urban/rural as well. More thembers of assets a household own more

" Complete list of these 20 household assets is given in Appendix 5

> Haroon Jamal (2007) in his paper “Income Poverty at District Level: An Application of Small Area Estimation
Technique”, assigns equal weights i.e. 1 to all assets included in the study to calculate asset score in order to
smooth out the distribution of assets across households.
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expenditure are required to retain these houseasdets as a result of it household total
expenditure rises significantly [Jamal (2007)].Mostthe working poor household does not
contain any of the assets from the list of 20 hbakk assets include in PPHS-10 survey
household assets list and same is true for urbdmraal households, however most of the
rural household manage themselves without any holgeasset. From table 10 it is clear
that as the number of asset increases percentagerkiing poor household decreases. It is
worth mentioning here that no working poor housdhmkns more than a total of ten assets
from total twenty household assets list. The tablares no of assets a household owns and

working poor rate in overall country and urban/raswell.

Table 10: The incidence of working poor by number bhousehold assets and
Rural/Urban (%)

No of assets household owns Urban Rural Overall

0 22.47 32.99 33.04
1 20.31 27.65 25.45
2 26.14 18.83 20.83
3 19.30 16.13 17.02
4 14.92 13.33 12.98
5 11.70 7.82 8.60

6 8.39 7.80 7.69

7+ 5.69 7.61 5.34

N (1263) (2758) (4021)

Source: PPHS-2010 micro-data

4.2.7 Land ownership:

There is only a slight difference between workingoip households that owns land in

comparison with landless working poor householdse Working poor rate among landless
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household is 17.79 in overall country as compaoetibt41 working poor households having
land.In order to observe more deeply we divide lawchership into four categories as
landless households, small land owners, mediumolandrs and large land owners where
small landholder are those owing less than 3 aanesjum landholder owns between 3 and
10 acres and large landholders have more thanrg8 atland respectively. Table 11presents
distribution of land ownership among four groupsmAst 65 percent of the working poor
households in rural areas are landless in compamsth 56 percent landless households in
rural areas. Proportion of small landholders is adimequal among working poor rural
households and overall rural households, howeweretis a significant difference among

medium and large landholders’ classes.

Table 11: The incidence of working poor by land owarship (%)

Land ownership Overall rural Working poor rural
Landless 56.60 65.48
Small (< 3 acres) 19.10 21.30
Medium (3 to 10 acres) 14.00 8.68
Large (>10 acres) 10.30 4.54
All 100 100
N (4026) (2751) (507)

Source: PPHS-10

Note: Data was presented in terms of kanals, wheere=8 kanals

4.3 Summary:

This chapter presents data on “working” status @fideholds, their “poverty” status and
“working poor” estimates using PPHS-10 data, apdadile of the working poor is reported.
Using work status definition at household levemast 95 percent of the households are

characterized as working households. Almost 96grerof the working households are male
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headed and most of the heads are young. More ththrolhthe working household heads
have no formal education and are mainly attacheagwacultural sector and elementary
occupations. Results of poverty and working poweads that in case of Pakistan, almost all
poor households are working poor households and poterty and working poor incidence
is higher among rural households of country. Yowogkers face higher risk of poverty than
older ones and educational level is negative catedl to the working poor status of
household, more the educational attainment lesselethe chances of being working poor.
Workers in occupations like agriculture and fishangl elementary jobs are more likely to be
poor, while managers and officials are less likelype poor.The incidence of working poor is

relatively higher among casual workers, piece packers and landless.
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Chapter5

Determinants of Working-poor

5.1 Overall model results:

To meet second objective of our study, we estinkagestic regression model in order to
examine the determinants of the working poor iieh@omous in nature. Logistic regression
model makes use of Maximum likelihood estimatioagadure and Equation (1) is our final
model we estimated, results are presented in TEhl& he overall results of the model are
significant, consistent, unbiased and accordinthéoexisting literature of working-poor. To
check goodness of fit of logistic regression moitelre are a number of tests but in our
model we use Hosmer-Lemeshow test for goodnest, diefcause it is extensively used in
literature and best explains the model’s predicpomwer. According to Hosmer-Lemeshow
test ourmodel best explains the relationship betvaspendent and explanatory variables; the

statistics for our model are reported in Table 13.

In order to estimate Equation (1), we drop someshbalds for the missing information
regarding our explanatory variables i.e. informatiegarding occupation is not available for
heads not participating in labor market and herenformation about employment status as
well. Doing so, we end up with only one female heshtiousehold in our final sample and
hence this important variable is dropped from ualgsis. Our estimated sample size is of
3146° households well enough to end up with some gosdlt® the likelihood estimation

procedure is iteration based and got maximum"8it&ation.

* our complete set of information contains 4026 households extracted from PPHS-10
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5.1.1 Descriptive Statistics:

Our final sample contains information regarding @ useholds and all the characteristics
are subject to head of the household.Gender tuhs$oobe a constant and hence dropped
from the analysis. Mean age of the household head 59 years with a variation of 12.62
years and the youngest household head that beltmgsur sample has 20 years of
age.Average household size of the sample is 7 avithriation of 3.67 units and our sample

contains largest household with 43 members (Tab)e 1

Table 12: Mean, standard deviation and range of thexplanatory variables used in analysis

Explanatory Variables Mean S.D Min Max
Demography:
Gender (Male=1) 99.99% 20.39% 0 1
Age 44.59 12.62 20 88
Household size 7.33 3.67 2 43

Education of head:

No education 48.57% 49.99% 0 1

Below Matriculation 29.75% 45.72% 0 1

Matriculation 11.16% 31.49% 0 1

Above Matriculation 10.52% 30.69% 0 1

Occupation of head:

Managers and related 10.20% 30.27% 0 1
Sales and Services 10.99% 31.29% 0 1
Agricultural related 35.32% 47.80% 0 1
Machinery and Plant 5.02% 21.84% 0 1

Elementary 37.67% 48.46% 0 1

Land Ownership:
Landless 67.66% 46.78% 0 1
Small Landholders 14.03% 34.74% 0 1

Medium Landholders 10.48% 30.64% 0 1
Large Landholders 7.82% 26.86% 0 1

Source: PPHS-2010 micro-data

Note: * Age and household size is taken as contisu@riables and dummy variables are included|fatlaer
explanatory variable categories.
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5.1.2 Logistic regression results:

Household is the unit of analysis; we test the waylkpoor status of household and their
characteristics. The average age of household isedtl59 and age of the household head is
negatively correlated with working poor, househlodéchd with higher age are less likely to be
working poor than young ones. Household size alagspa major role in determination of
their working poor status and is positively relatedvorking poor i.e. larger the household
size more risk of being part of the working poasd. Large households are more likely to be

working poor in comparison with small householdesiz

We also include household square in our analysisriler to generate quadratic curve, the
intuition here is that; as the household size a®es there is a possibility of more worker
available in the household which in turn effort lift their family out of poverty. The
household size square is negatively related to mgrkoor and significantly shows that,
having more workers lessen the risk of poverty. éejency ratio is also an important
predictor of working poor and highly correlated wivorking poor. High dependency ratio is
positively associated with working poor status otikehold. Working households with high

dependency ratio are more likely to be poor thamskbolds with low dependency ratio.

Experience is also a very important economic faatioich explains the old age relationship
and educational role in determining ones wages.ekgpce in our study turns out
insignificant, because most of the workers are gadan occupations like labor, driving,
mining, mechanic, agriculture and market servicd #ns type of occupation require low

levels of education and hence experience does attémn this kind of investigation.
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Table 13: Results of Logistic regression model fdotal sample

Logistic Regression Model
(Dependent variable — Working poor)
Working-poor=1

Odds Ratio Coefficients Significance
Demography:
Age 0.95 -0.06 0.037
Age square 1.00 +0.00 0.228**
Education:
*Matriculation
No education 1.73 +0.55 0.000
Primary education 1.65 +0.51 0.003
Above matriculation 0.46 -0.77 0.004
Occupation:
*Managers and officials
Agricultural and fishery 1.34 +0.29 0.051
Sales and services 1.52 +0.42 0.043
Clerical staff 0.62 -0.48 0.036
Elementary 1.37 +0.31 0.079
Family size:
Household size 1.40 +0.34 0.000
Household size square 0.99 -0.01 0.000
Employment status:
* Self-employed
Regular paid workers 1.28 +0.25 0.082
Casual paid workers 2.10 +0.74 0.000
Piece paid workers 1.57 +0.45 0.014
Dependency ratio:
*Low
Medium 1.38 +0.32 0.016
High 1.90 +0.64 0.000
Location:
*Urban
Rural 1.66 +0.51 0.000
Summary statistics:
N Hosmer-Lemeshow: 0.3281
(3146) Predicted power: 83.25%

Source: PPHS-2010 micro-data

Note: * represents reference category for eachaggbry variable and ** for in-significant results
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Education is an important variable to track workpapr status, household heads with higher
education, experience a low risk of being workimgpas compared to the household heads
with low level of education. In our analysis wesddy education as; no education, primary
education, matriculation and above matriculatioasiits shows that low levels of education
i.e. below matriculation is positively correlatedthhwvorking poor and above matriculation is

negatively correlated to working poor.

Working people having no education and primary ation are more likely to be poor than
working people with education equals matriculateamd working people with education
above matriculation are less likely to be poor thawrking people having matriculation

certificate.

Occupation gave us a clear idea about working ptaius of household, people engaged in
low paying occupation face a higher risk of beingmp People engaged in agricultural, sales
and elementary occupation work are more likely & dmor as compared to the people
engaged in managerial and official related work.sMaf the poor workers are from labor in

mining, manufacturing, construction, agriculturshery, drivers, machine operators, plant

workers, personal and protective service, othercersales and market worker.

Along with occupation, employment status also gasea better picture of working poor
class. In our analysis we classify employment staij regular paid, casual paid, piece paid
and self employed. Casual work, piece paid andlaeguaid work classes are positively
correlated to poverty, workers having casual payoigs faces a higher risk of being poor
than all other categories. Casual worker are mikeyl to be working poor than self

employed workers.
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5.2 Regional level analysis:

According to our estimated results working-pooresasignificantly vary across rural and
urban areas of the country and urban areas of dh@tcy experience high poverty and
working-poor rates (Table 13). We apply logistignession model for both urban sampled
households and rural sampled households and igaéstihe regional differences among
determinants of working-poor households in PakiStables 14 and 15 give the detailed
result of determinants of working-poor households lfoth urban and rural sample. Both
model are fitted good and explains the true retstiip between explanatory variable and our

dependent variable i.e. working-poor, and all thigl@natory variables behave accordingly.

Educational is a key variable in shaping lives eble, education benefits everyone. Low
levels of education are related to high risk of grty for working class. Heads with better
educational levels manage more efficiently than tifalliterate household heads and also
pay attention to their children’s to move out fr@overty trap.More than 80 percent of the
rural households’ heads never attended schoolstrgnd up with primary education as a
result rural households’ face more poverty riskntliban households, however, education
above matriculations had significant impact on odg poverty levels of working
households. Jamal (2007) argues that educatioreadl fn rural areas in not significant,
however, female education plays a very importalg o shaping lives of poor household in

rural areas of the country.

Age of the household head is a significant variableexplaining poverty status of the
working households, higher age of the heads re&fleiggher market experience as well as a

permanent job [Gundogaet al (2005)].
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Table 14: Results of Logistic regression model faural areas

Logistic Regression Model for Rural sampled househds
(Dependent variable — Working poor)
Working-poor=1

Odds Ratio Coefficients Significance
Demography:
Age 0.96 -0.03 0.193**
Age square 1.00 +0.00 0.617**
Education:
*No education
Primary education 1.18 +0.16 0.265**
Matriculation 0.65 -0.43 0.000
Above matriculation 0.22 -1.48 0.000
Occupation:
*Managers and officials
Agricultural and fishery 1.26 +0.22 0.032
Sales and services 1.26 +0.23 0.156**
Clerical staff 0.52 - 0.64 0.393**
Elementary 1.38 +0.32 0.089
Family size:
Household size 1.35 +0.30 0.000
Household size square 0.99 -0.01 0.000
Employment status:
* Self-employed
Regular paid workers 1.38 +0.32 0.076
Casual paid workers 2.14 +0.75 0.000
Piece paid workers 1.11 +0.11 0.642**
Dependency ratio:
*high
Low 0.46 -0.76 0.004
Medium 0.67 - 0.40 0.000
Summary statistics:
N Hosmer-Lemeshow: 0.4423
(2182) Predicted power: 86.25%

Source: PPHS-2010 micro-data

Note: * represents reference category for eachamgbry variable ** for in-significant results
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Table 15: Results of Logistic regression model farrban areas

Logistic Regression Model for Urban sampled houselhs
(Dependent variable — Working poor)
Working-poor=1

Odds Ratio Coefficients Significance
Demography:
Age 0.86 -0.14 0.019
Age square 1.00 +0.00 0.046
Education:
*No education
Primary education 1.86 +0.62 0.032
Matriculation 0.75 -0.29 0.046
Above matriculation 0.48 -0.73 0.063
Occupation:
*Managers and officials
Agricultural and fishery 3.62 +1.29 0.044
Sales and services 2.05 +0.71 0.017
Clerical staff 1.35 -0.12 0.711*
Elementary 0.87 +0.29 0.743**
Family size:
Household size 1.89 +0.63 0.000
Household size square 0.98 -0.02 0.000
Employment status:
* Self-employed
Regular paid workers 1.26 +0.23 0.419**
Casual paid workers 2.38 +0.86 0.012
Piece paid workers 3.42 +1.23 0.000
Dependency ratio:
*High
Low 0.84 -1.64 0.530**
Medium 1.01 +0.02 0.957**
Summary statistics:
N Hosmer-Lemeshow: 0.2721
(964) Predicted power: 80.75%

Source: PPHS-2010 micro-data

Note: * represents reference category for eachaggbry variable ** for in-significant results
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Our findings suggest that in urban areas age ofhihesehold head plays a vital role,
however, it seems to be insignificant in rural araad these findings are parallel to Jamal
(2007). As a matter of fact education levels ofambhouseholds is higher than rural
households, thus gets well paying jobs on the dtlaed in rural areas mostly people were
engaged in agriculture and age of the household Hehnot significantly impact poverty

status of these working households.

Occupational attachment for service and sales ocateand clerical staff categorycomes out
to be in-significant for rural areas of the counbgcause rural people are less likely to
participate in these types of occupations;howewgpleyment status shows a similar pattern

in both urban and rural areas of the country.

Dependency ratio plays a significant role for rdraliseholds while it turns out in-significant
in urban areas of country. In rural areas, usuatlysehold is large in size and most of the
household members are dependents on the head eetags of them work on their own
farm with parents and hence not able to add mudiousehold aggregate income to escape

poverty.
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Chapter 7

Conclusions and policy implications

6.1 Summary and Conclusions:

6.1.1 Summary:

There is ongoing debate on working poverty, butase of Pakistan this area has so far been
neglected. This study has fixed this gap in thewkadge. It has estimated the incidence of
working poor in Pakistan.It has also compared maneyric poverty with the working poor

statistics. The PPHS-10 micro-data was the soworogeet the objectives of this study.

The estimated working poverty, 19.66 percent, isdifterent from the money metric poverty
rate of 20.70 percent. Most of the working poor seholds are located in rural areas of the
country same as the case of money metric povegg. & the head of households turns out to
be negatively related with the working poor; houddteaded by higher age group are less
likely to be among the working poor class becautéeiter labor market experience.
Likewise education of the head of households’ lifiig families; households headed by
persons with matriculation or above level of ediscatare less likely to be among the
working poor than households headed by persons natleducation or with low levels of
education. Household size plays a vital role inpgig working poor status of households;
households having large family size are more likelpe among working poor in comparison
with small household size. Working poor are mosthgaged in low paying jobs; managers
are less likely to be poor than those of elementargkers and agriculture related workers.
Also employment status is a key variable to deteemwvorking poor class. A large proportion
of poor workers are engaged in casual (dihari) wartéd piece paid work.The ownership of
household asset has a negative impact on the mmadef working poverty. In short, in
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addition to labor market variables, socio-demogi@aphariables as well as asset status of a

household and location largely explains the vaiatiin working poverty in Pakistan.

6.1.2 Conclusion:

Study highlights some important factor relating kg poverty in Pakistan.

v In Pakistan, almost all poor households are workiogr.

v" Most of the workers are engaged in low paying jahd are either casual worker or
piece paid worker.

v" Majority of the working poor households have lafgmilies and high child/old-age
dependency.

v" Working poverty rate is high among rural households

v' Educational level is inversely related to workirmppclass.

6.2 Policy recommendation:

In light of above findings about working poor pempdf Pakistan, here we gave some

suggestions.

v' Reduce vulnerable employment in order to condernssals risk of workers.
Vulnerable employment includes self-employed woskend unpaid family helpers
and these workers find it difficult to access deéaeork in order to meet social norms.

v' Enhance productive employment through skill and esagA better policy
environment and balance growth path will increasedpctive employment,

especially for young workers.
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v" Reduce child/old age dependency in order to redimeernment expenditures on
health, education and social security.

v' Improve educational attainment levels of the waskespecially young workers to get
better income earning capability.Since on job tregrare important in improving skill
levels, this will help them attain necessary chi@stics to earn more and get rid of
poverty.

v' The rural area of the country has poor infrastmggtuittle health facilities, less
education opportunities and job opportunities aldd to them as compared to their
urban counterparts.While policy designing, ruraearshould be kept in mind in order

to add them in opportunity horizon.

Keeping in view all the above findings and problesmssociated with working poor class, if
we really want to facilitate poor workers of Pa&istwe must educate them in order to help
them out of poverty. In this aspect government &htake initiative to provide educational
facilities to this class, especially their childri@norder to break vicious circle of poverty they
were trapped in. Government should keep in viewidiea of quality of jobs while tackling

with the problem of unemployment.

It is expected that the finding of our study witbpide a base on the scenario of poor workers
of Pakistan, from which further research can explorore about the situation that why a

major portion of employed population cannot meetrtbasic needs.

6.3 Future research:

Up-to the best of my knowledge, this is the vergtfstudy being conducted for the subject of

working poor people of Pakistan. Our findings gavbaseline to the researchers interested to
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explore the area under consideration. Here | sugg@sie dimensions regarding future

research;

v Using national poverty line, there is a need tin&ste working poor at province level
as well as district level analysis.

v" Vulnerability of employment may be investigated.

v' One can estimate working poorfor south Asian regiot compare these estimates for
Pakistan; this could be done using internationa&kepty line.

v Using survey data set, one should also estimatkimgpoor at individual level.
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Appendix

Appendix 1: PPHS-10 coverage map for selected digtts(PPHS-10)
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Appendix 2: Items included in household food basketPPHS-10)

S.# Item name S.# Item name S.# Item name S.# Item name

1 Atta 14 Dalda 27 Beef 40 Spices

2  Wheat grain 15 Ghee 28 Chicken 41 Tea

3 Maida 16 Fresh Milk 29 Eggs 42 Bread/ bun

4  Maize flour 17 Yogurt 30 Other poultry 43  Other baked

birds food

5 Basmati Rice 18 Lassi 31 Fish 44  Soft drink

6  Other Rice 19 Cheese 32 Onion 45 Kerosene

7 Other Grains 20 Butter 33 Potatoes 46 Charcoal

8 ChickpeasDal 21 Milk powder 34 Sag 47  Firewood

9  Masoor Dal 22  Other Milk 35 Other Dung cakes
products vegetables

10 Mung Dal 23 Baby formula 36 Bananas 49 Match box

11 Mash Dal 24  Sugar 37 Other fruits

12 Other Dal 25 Gur 38 Canned food

13 Vegetable Oil 26 Mutton 39 Biscuits and

cake

Source: PPHS-2010 micro-data
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Appendix 3: List of non-food items(PPHS-10)

S# Itemname S# Item name

1 Electricity 11 Servant wages

2 Gasl/cylinder 12 Permit/Visa, traveling (abroad)
3 Telephone 13 Household Appliances

4 Travelling 14 Furniture purchase/repair

5 Pan/cigarettes/Tobacco 15 Construction/repair allitvg

6 Clothes/Shoes 16 Planting trees

7 Soap/Cosmetics 17 Purchase/repair of Agricultwalist
8 Education/Books 18 Purchase of fodder

9 Cinema/Sports etc 19 Other Exp

10 Medical care etc

Source: PPHS-10
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Appendix 4: Pakistan Standard Classification of Ocapations list(PPHS-10)

S# Occupation name

1 Legislators, Senior Officials and Managers

2 Professionals

3 Technicians and Associate Professionals

4 Clerks

5 Service workers and Shop and Market sales workers
6 Skilled Agricultural and Fishery workers

7 Craft and related trade workers

8 Plant and Machine operators and Assemblers
9 Elementary occupations

10 Armed forces

Source: PPHS-2010 micro-data

Appendix 5: Household assets detail list (PPHS-10)

S.# Asset name S.# Assetname S.Asset name  S.# Asset name

1  Refrigerator 6 Geyser 11 TV 16 Iron

2  Freezer 7 Heater 12 Motor Cycle 17 Telephone
3  Washing machine 8 Cooking stove 13 Car 18 Computer
4 AC 9 Cooking Range 14  Tractor 19 Internet

5  Air cooler 10 Microwave Owen 15 Scooter 20 Other

Source: PPHS-2010 micro-data
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