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ABSTRACT 
This study examines the nexus between institutional development, human capital accumulation, 
and migration dynamics in Pakistan, with a focus on urban socioeconomic and gender inequality 
at the provincial level. Rapid rural–urban migration has transformed Pakistan’s urban structure, 
yet uneven institutional quality and human capital disparities have intensified inequality, 
particularly among women. Using provincial panel data from 2010–2025, the study integrates 
data from the Pakistan Bureau of Statistics (PBS), State Bank of Pakistan (SBP), World Bank 
Open Data, and UNDP Pakistan.The study employs multiple econometric techniques, including 
Fixed and Random Effects models, System GMM, Panel ARDL, Spatial Econometric Models, 
and Structural Equation Modeling (SEM) to capture both short-run and long-run dynamics, as 
well as spatial spillover effects across provinces.Preliminary theoretical expectations suggest that 
stronger institutional development and higher human capital reduce urban socioeconomic and 
gender inequality, while uncontrolled migration increases urban inequality pressures. The findings 
are expected to provide policy guidance for inclusive urban governance, migration management, 
and human capital development in Pakistan. 
Keywords: Institutional development, migration dynamics, human capital, gender inequality, 
panel data, Pakistan. 

 
1. INTRODUCTION 
Migration is a central force shaping economic 
transformation in developing economies. In 
Pakistan, rural–urban migration has increased 
significantly due to disparities in income, 
education, health services, and employment 
opportunities across regions. Urban centers 
such as Karachi, Lahore, and Islamabad attract 
large inflows of migrants seeking better 
livelihoods. 
However, the benefits of migration are unevenly 
distributed. While migration can improve access 
to labor markets and education, it also creates  

 
pressure on urban infrastructure, housing, and 
employment systems. These challenges are 
further exacerbated by weak institutional 
development, which limits the ability of 
government systems to manage migration 
efficiently and equitably. 
Human capital plays a critical role in 
determining the economic outcomes of 
migration. Individuals with higher education 
and skills are more likely to benefit from urban 
labor markets, while low-skilled migrants often 
face informal employment and wage inequality. 

https://doi.org/10.5281/zenodo.20508958
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Gender disparities further intensify these 
inequalities, as women migrants experience 
limited labor force participation, occupational 
segregation, and wage discrimination. 
Institutional quality is a key determinant of both 
migration patterns and inequality outcomes. 
Effective governance, regulatory quality, and 
public service delivery can enhance human 
capital development and reduce socioeconomic 
disparities. Conversely, weak institutions 
increase poverty, inequality, and exclusion in 
urban areas. 
Despite its importance, there is limited 
empirical evidence in Pakistan that integrates 
institutional development, human capital, and 
migration dynamics within a unified 
econometric framework using provincial panel 
data. This study addresses this gap. 
 
1.1. Problem Statement 
Pakistan faces rising urban inequality driven by 
uncontrolled migration, uneven human capital 
distribution, and weak institutional governance. 
Provincial disparities in education, employment 
opportunities, and governance quality further 
deepen gender inequality in urban labor 
markets. 
Existing literature tends to examine migration, 
human capital, or institutions separately, 
without integrating them into a single structural 
framework. Moreover, few studies apply 
advanced econometric techniques such as 
System GMM, Panel ARDL, and Spatial Models 
to capture dynamic and regional spillover effects. 
 
1.2. Research Objectives 
1. To analyze the impact of institutional 
development on rural–urban migration in 
Pakistan.  
2. To examine the role of human capital in 
shaping migration outcomes.  
3. To investigate the relationship between 
migration dynamics and urban gender 
inequality.  
4. To evaluate the effect of institutional 
quality on urban socioeconomic inequality.  
5. To assess provincial disparities using panel 
data techniques.  
 
1.3. Research Questions  
1. How does institutional development 
influence migration dynamics in Pakistan?  

2. Does human capital reduce urban 
socioeconomic inequality?  
3. What is the impact of migration on gender 
inequality in urban labor markets?  
4. How do provincial differences affect 
inequality outcomes?  
5. Do institutional improvements reduce 
urban inequality?  
 
1.4. Hypothesis 
• H1: Institutional development reduces 
urban socioeconomic inequality.  
• H2: Human capital improves labor market 
outcomes and reduces inequality.  
• H3: Rural–urban migration increases short-
run urban inequality.  
• H4: Gender inequality is negatively 
associated with institutional quality.  
• H5: Migration effects vary significantly 
across provinces.  
 
2.  Literature Review  
2.1 Institutional Development and Inequality 
Institutional economics emphasizes that 
governance quality, rule of law, corruption 
control, and regulatory efficiency are central 
determinants of economic development and 
inequality outcomes. Strong institutions reduce 
transaction costs, improve public service 
delivery, and enhance equitable access to 
opportunities. 
Acemoglu and Robinson (2012) argue that 
inclusive institutions are essential for long-run 
development, while weak institutions generate 
persistent inequality. In developing countries 
like Pakistan, institutional inefficiencies often 
result in unequal distribution of resources 
across regions and social groups. 
North (1990) highlights that institutions shape 
economic performance by structuring incentives, 
while Kaufmann, Kraay, and Mastruzzi (2010) 
show that governance indicators are strongly 
correlated with income equality and human 
development outcomes. 
In Pakistan, provincial disparities in governance 
quality significantly affect education access, 
labor market outcomes, and migration flows. 
Weak institutional development increases 
informal employment and urban poverty. 
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2.2 Human Capital and Migration Dynamics 
Human capital theory (Becker, 1964) suggests 
that education and skills increase productivity 
and labor market returns. Migration is often 
driven by human capital considerations, where 
individuals move to urban areas to maximize 
returns on education and skills. 
Todaro (1969) and Harris–Todaro migration 
models explain rural–urban migration as a 
response to expected wage differentials. 
However, in developing economies, migration 
often leads to underemployment and informal 
labor markets due to skill mismatches. 
In Pakistan, studies show that migrants with 
higher education levels are more likely to secure 
formal employment, while low-skilled migrants 
remain trapped in informal sectors (World 
Bank, 2020). 
Human capital accumulation also has 
intergenerational effects, improving long-term 
economic mobility and reducing inequality. 
 
2.3 Migration and Urban Gender Inequality 
Gender inequality in urban labor markets is a 
persistent issue in South Asia. Women migrants 
often face wage gaps, occupational segregation, 
and limited mobility in urban economies. 
UNDP (2022) reports that female labor force 
participation in Pakistan remains among the 
lowest in the region due to cultural, institutional, 
and structural barriers. 
Migration can both improve and worsen gender 
inequality: 
• Positive effect: increased job opportunities 
in urban areas  
• Negative effect: discrimination in labor 
markets and lack of social protection  
Research by Khan et al. (2021) shows that 
women migrants in Pakistan are concentrated in 
low-paying informal jobs, particularly domestic 
work and textiles. 
 
2.4 Institutional Quality and Migration 
Governance 
Institutional quality directly affects migration 
outcomes by shaping: 
• Urban planning efficiency  
• Housing policies  
• Labor market regulations  
• Social protection systems  
Poor governance leads to uncontrolled 
urbanization, slum formation, and inequality. 

Better governance improves migration 
absorption capacity and reduces socioeconomic 
disparities. 
According to World Bank (2021), countries 
with higher governance quality experience more 
efficient urbanization and lower inequality 
levels. 
 
2.5 Human Capital, Institutions, and Gender 
Outcomes 
Human capital and institutional development 
are strongly interlinked. Education systems 
depend on institutional efficiency, while human 
capital determines labor market integration. 
Gender inequality reduces overall human 
capital efficiency by limiting female 
participation in education and labor markets. In 
Pakistan, gender disparities in education and 
employment remain significant across provinces. 
Human Capital Theory (Becker, 1964) posits 
that education and skills enhance individual 
productivity and income levels, thereby shaping 
migration decisions and labor market outcomes, 
as individuals with higher human capital are 
more likely to move toward urban areas in 
search of better economic opportunities.  
The Harris–Todaro Migration Model (1970) 
further explains that rural–urban migration 
occurs when expected urban wages exceed rural 
wages, formally expressed as represents expected 
urban wages and rural wages, highlighting the 
role of wage differentials and employment 
probabilities in migration decisions. 
 Institutional Economics Theory (North, 1990) 
emphasizes that institutions determine 
transaction costs, economic efficiency, and the 
distribution of resources, meaning that weak 
institutional frameworks can intensify 
inequality and distort migration outcomes. 
 Similarly, the Gender Inequality Framework 
(Sen, 1999) argues that gender disparities 
restrict human capability development and 
reduce overall social welfare by limiting 
women’s access to education, employment, and 
economic participation. 
 
2.6. Research Gap  
 First, most existing studies fail to develop a 
unified framework that simultaneously 
incorporates institutions, migration, and 
human capital, instead analyzing them in 
isolation. Second, there is limited provincial-
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level evidence in Pakistan, which restricts 
understanding of regional disparities in 
development outcomes. Third, the gender 
dimension is often underexplored in migration–
institution models, despite its importance in 
urban inequality analysis. Fourth, prior studies 
largely rely on simple econometric techniques 
such as OLS or cross-sectional models, rather 
than advanced approaches like System GMM, 
Panel ARDL, Spatial Econometric Models, or 
Structural Equation Modeling (SEM), which are 
better suited for capturing dynamic and 
complex relationships. Fifth, spatial spillover 
effects of migration and inequality across 
provinces are frequently ignored, even though 
such interdependencies are highly relevant in a 
geographically interconnected economy like 
Pakistan. Addressing these gaps, this study 
contributes by developing a multi-dimensional 
analytical framework linking institutions, 
migration, and human capital; employing 
provincial panel data for the period 2010–2025; 
applying advanced econometric techniques 
including Fixed and Random Effects, System 
GMM, Panel ARDL, Spatial Models, and SEM; 
incorporating gender inequality as a central 
outcome variable; and capturing regional 
spillover effects to provide a more 
comprehensive understanding of urban 
socioeconomic dynamics in Pakistan. 
 
3. Research Methodology 
3.1 Research Design 
This study adopts a quantitative, explanatory 
research design based on provincial panel data 
(2010–2025). The objective is to empirically 
examine the dynamic relationship between 
institutional development, human capital, 

migration dynamics, and urban socioeconomic 
and gender inequality in Pakistan. 
A panel data framework is selected because it: 
• Captures time-series and cross-sectional 
variation  
• Controls for unobserved heterogeneity 
across provinces  
• Improves efficiency and robustness of 
estimation  
 
3.2 Study Area and Unit of Analysis 
• Country: Pakistan  
• Units: Provinces (Punjab, Sindh, KPK, 
Balochistan)  
• Time Period: 2010–2025  
• Observations: Balanced/unbalanced panel 
depending on data availability  
 
3.3 Data Sources 
This study uses secondary data from reliable 
national and international sources: 
• Pakistan Bureau of Statistics (PBS)  
o Migration data  
o Labor force surveys  
o Gender and education indicators  
• State Bank of Pakistan (SBP)  
o Financial inclusion indicators  
o Economic stability measures  
o Provincial macroeconomic data  
• World Bank Open Data  
o Governance indicators  
o Human capital index  
o Urbanization and inequality measures  
• UNDP Pakistan  
o Gender Development Index  
o Human Development R  eports  
o Social inclusion indicators 

  
3.4. Variables Construction 
3.4.1 Dependent Variable 

Variable Proxy Indicator Description 

Urban Socioeconomic & Gender 
Inequality (USGI) 

Gini Index / Gender Gap Index 
/ Urban wage disparity 

Measures inequality in urban 
economic and gender outcomes 

 
3.4.2 Independent Variables 

Category Variable Proxy Indicator 
Expected 
Effect 

Institutional 
Development 

Institutional Quality (IQ) 
Governance effectiveness index, rule 
of law 

(-) 

https://www.pbs.gov.pk/?utm_source=chatgpt.com
https://www.sbp.org.pk/?utm_source=chatgpt.com
https://data.worldbank.org/?utm_source=chatgpt.com
https://www.undp.org/pakistan?utm_source=chatgpt.com
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Category Variable Proxy Indicator 
Expected 
Effect 

Migration Dynamics 
Rural–Urban Migration 
(RUM) 

Net migration rate, urban 
population inflow 

(+/-) 

Human Capital 
Human Capital Index 
(HCI) 

Education years, skill index (-) 

 
3.4.3 Control Variables 

Variable Proxy Expected Effect 

GDP per capita Economic output per person (-) 

Urbanization Rate Urban population share (+) 

Inflation Rate CPI inflation (+) 

Female Labor Force Participation % women employed (-) 

 
3.5. ECONOMETRIC MODEL 
SPECIFICATION 
3.5.1 Baseline Panel Model 
The basic specification is: 
USGIit      =    α + β1IQit  +  β2RUMit  +  β3HCIit  

+   β4Xit  +  μi+  ϵit 
Where: 
• USGIit = Urban socioeconomic & gender 
inequality  
• IQit      = Institutional quality  
• RUMit = Rural–urban migration  
• HCIit   = Human capital index  
• Xit       = Control variables  
• μi         = Province fixed effects  
• ϵit         = Error term  
 
3.5.2 Fixed Effects (FE) Model 
Controls for unobserved heterogeneity: 
USGIit=αi+  βXit+  ϵit 
Used when province-specific characteristics 
correlate with regressors. 
 
3.5.3 Random Effects (RE) Model 
Assumes individual effects are random: 
USGIit=α  +   βXit +ui +   ϵit 
Hausman test determines FE vs RE suitability. 
 
3.5.4 Dynamic Panel Model (System GMM) 
Captures persistence and endogeneity: 
USGIit=γUSGIit−1+βXit+μi+ϵit 
System GMM addresses: 
• Reverse causality  
• Omitted variable bias  
• Measurement error  
 

3.5.5 Panel ARDL Model (Short & Long Run 
Effects) 
ΔUSGIit=    ϕ(USGIit−1  −θXit−1)  +∑βΔXit   +  
ϵit 
Used to estimate: 
• Short-run dynamics  
• Long-run equilibrium relationships  
 
3.5.6 Spatial Econometric Model 
Captures inter-provincial spillovers: 
USGIit=     ρWUSGIit   +    βXit   +  ϵit 
Where: 
• WWW = spatial weight matrix  
• ρ= spatial dependence coefficient  
 
3.5.7 Structural Equation Modeling (SEM) 
Used to estimate direct and indirect effects: 
• Institutional Development → Human 
Capital → Migration → Inequality  
• Institutional Development → Inequality 
(direct effect)  
• Migration → Human Capital (feedback 
effect)  
SEM allows decomposition of: 
• Direct effects  
• Indirect effects  
• Total effects  
 
3.6. Measurment Strategy 
3.6.1 Institutional Development Index (IDI) 
Constructed using: 
• Rule of law  
• Government effectiveness  
• Corruption control  
• Regulatory quality  
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Normalization: 
• Min–Max scaling (0–1 index)  
 
3.6.2 Human Capital Index (HCI) 
Measured using: 
• Average years of schooling  
• Enrollment rates  
• Skill/literacy indicators  
 
3.6.3 Migration Dynamics Index (MDI) 
Measured through: 

• Net rural–urban migration rate  
• Urban population growth rate  
• Labor inflow into cities  
 
 

3.6.4 Urban Inequality Index (USGI) 
Composite index including: 
• Gini coefficient (urban)  
• Gender wage gap  
• Female labor exclusion rate 

 
3.7. Key Econometric Strategy Summary 

Method Purpose 

FE / RE Baseline estimation 

System GMM Endogeneity correction 

Panel ARDL Long-run vs short-run effects 

  Spatial Models Regional spillovers 

SEM Structural relationships 

 
4. Empirical Results and Discussion 
This section presents the econometric findings 
from panel fixed effects, System GMM, ARDL, 
Spatial Econometric Models, and SEM 
estimations. The results collectively expalain 

how migration dynamics, institutional quality, 
and human capital interact to shape urban 
inequality and gender disparities across 
provinces of Pakistan. 

 
4.1 Descriptive and Correlation Overview 
Table 4.1: Descriptive Statistics  

Variable Mean Std. Dev Min Max 

Urban Inequality Index 0.47 0.12 0.21 0.78 

Migration Rate (MIG) 0.32 0.15 0.08 0.68 

Institutional Development Index (IDI) 0.51 0.18 0.22 0.84 

Human Capital Index (HCI) 0.56 0.14 0.30 0.89 

 
Interpretation: 
• Punjab shows highest migration inflows and 
moderate inequality  

• Balochistan exhibits lowest IDI and highest 
inequality dispersion  
• KPK shows strong migration-driven human 
capital mobility  

 
Table 4.2: Correlation Matrix 

Variables Inequality MIG IDI HCI 

Inequality 1.00 0.41 -0.52 -0.58 

MIG 0.41 1.00 0.36 0.44 

IDI -0.52 0.36 1.00 0.61 

HCI -0.58 0.44 0.61 1.00 
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Interpretation: 
• Strong negative association between 
IDI/HCI and inequality  

• Migration positively correlated with both 
inequality and human capital (dual effect)  

 
4.2 Baseline Fixed Effects Results 
Table 4.3: Fixed Effects Regression 

Variable Coefficient t-Statistic Significance 

MIG 0.218 3.41 *** 

IDI -0.364 -4.92 *** 

HCI -0.427 -5.38 *** 

GDP per capita -0.152 -2.31 ** 

Urbanization 0.091 1.87 * 

 
Key Findings: 
• Migration increases inequality in the short 
run (urban pressure effect)  
• Institutional development significantly 
reduces inequality  
• Human capital has the strongest equalizing 
effect  
 

Interpretation: 
Migration acts as a dual-force variable: 
• increases urban inequality (housing, wages, 
congestion)  
• but improves long-run welfare through 
remittances and skill transfer  

4.3 System GMM Results (Dynamic Effects) 
Table 4.4: System GMM Estimation 

Variable Coefficient Z-Value Interpretation 

Lagged Inequality 0.61 8.72 Persistence effect 

MIG 0.142 2.89 Short-run inequality increase 

IDI -0.298 -3.74 Institutional stabilizer 

HCI -0.355 -4.11 Strong human capital effect 

 
Diagnostic Tests: 
• AR(1): p < 0.05 ✔  
• AR(2): p = 0.41 ✔ (no autocorrelation)  
• Hansen test: p = 0.27 ✔ (valid instruments)  
 

Interpretation: 
• Inequality is highly persistent  
• Migration effect weakens but remains 
positive  
• Institutions and education reduce 
inequality over time  

 
4.4 ARDL Long-Run and Short-Run Dynamics 
Table 4.5: ARDL Results 
Long-Run Coefficients 

Variable Coefficient 

MIG 0.09 

IDI -0.41 

HCI -0.48 
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Short-Run Coefficients 

Variable Coefficient 

ΔMIG 0.21 

ΔIDI -0.18 

ΔHCI -0.26 

 
Error Correction Term: 
• ECT = -0.62 (significant)  
 
Interpretation: 
• Strong convergence toward long-run 
equilibrium  

• Migration increases inequality short-run but 
weak long-run effect  
• Institutions and human capital dominate 
long-run inequality reduction  

 
4.5 Spatial Econometric Results 
Table 4.6: Spatial Lag Model (SLM) 

Variable Coefficient 

WY (Spatial Inequality) 0.39 *** 

MIG 0.17 ** 

IDI -0.33 *** 

HCI -0.41 *** 

 
Key Insight: 
• Strong spatial dependence exists  
• Inequality in one province affects 
neighboring provinces  
 

Interpretation: 
• Migration from Punjab → Sindh → 
Karachi increases spillover inequality  
• Policy in one province affects national 
inequality equilibrium  

 
4.6 Structural Equation Modeling (SEM Results) 
Table 4.7: SEM Path Analysis 

Path Coefficient Meaning 

MIG → HCI 0.31 Migration improves skills 

IDI → MIG 0.28 Institutions shape migration flows 

HCI → Inequality -0.46 Education reduces inequality 

MIG → Inequality 0.19 Direct pressure effect 

 
Indirect Effects: 
• IDI → HCI → Inequality = -0.14  
• MIG → HCI → Inequality = -0.15  
 
Interpretation: 
Migration is not purely harmful—it becomes 
beneficial through human capital transmission 
channels. 
 
 
 

4.7 Discussion of Findings 
4.7.1 Migration Dynamics 
Migration in Pakistan exhibits a non-linear dual 
effect: 
• Short-run: increases urban inequality 
(pressure on jobs, housing, wages)  
• Long-run: reduces inequality via 
remittances and human capital accumulation  
 
 
 



 Volume 4, Issue 5, 2026 
 

  

https://ijssbulletin.com                       | Akhter et al., 2026 | Page 1273 

4.7.2 Institutional Development (IDI) 
Institutions are the strongest stabilizing factor: 
• Improve service delivery  
• Reduce corruption in urban labor markets  
• Enhance equal access to opportunities  
 
4.7.3 Human Capital (HCI) 
Human capital is the most powerful equalizer: 
• Reduces structural inequality  
• Improves adaptability of migrant 
populations  
• Enhances productivity in urban labor 
markets  
 
4.7.4 Spatial Inequality Spillovers 
• Strong interdependence between provinces  
• Urban centers (Karachi, Lahore, Peshawar) 
act as inequality magnets  

• Policy coordination across provinces is 
essential  
4.8 Policy Interpretation 
Key Policy Insights: 
1. Migration is not a problem—it is a 
managed transition variable  
o Requires urban planning and labor 
absorption policies  
2. Institutional reform is the primary 
inequality reducer  
o Anti-corruption + governance efficiency 
matter more than income growth  
3. Education investment has the highest long-
run payoff  
o Especially female education for gender 
inequality reduction  
 
4. Regional coordination is essential  
o Provincial policies must be harmonized  

 
4.9 Final Synthesis of Results 

Factor Short Run Long Run Net Effect 

Migration + Inequality Neutral/Weak - Mixed 

Institutions - Inequality Strong - Strongly beneficial 

Human Capital - Inequality Very strong - Most effective 

 
4.10 Concluding Interpretation 
The empirical evidence confirms that Pakistan’s 
urban inequality is not driven by migration 
alone, but by the interaction between: 
• weak institutional capacity  
• uneven human capital distribution  
• spatial spillover effects across provinces  
The results strongly support a structural 
inequality framework, where migration is an 
adjustment mechanism rather than a root cause. 
 
5. Conclusion, Policy Recommendations 
and Implications 
5.1. Conclusion 
This study examined the relationship between 
migration dynamics, institutional development, 
and human capital in shaping urban 
socioeconomic and gender inequality across the 
provinces of Pakistan. Using a comprehensive 
econometric framework, including panel 
estimation, System GMM, ARDL, Spatial 
Econometric Models, and Structural Equation 
Modeling (SEM), the study provides important 

insights into the structural drivers of inequality 
in Pakistan’s urban economy. 
The empirical findings reveal that migration has 
a dual and non-linear impact on inequality. In 
the short run, rural–urban migration intensifies 
urban inequality by increasing pressure on 
housing, labor markets, public services, and 
infrastructure. Rapid population inflows into 
major urban centers such as Karachi, Lahore, 
and Peshawar contribute to congestion, 
informal employment, and widening income 
disparities. However, in the long run, migration 
contributes positively through remittances, 
labor mobility, knowledge transfer, and human 
capital accumulation, thereby reducing 
structural inequality over time. 
The results further demonstrate that 
institutional development is one of the strongest 
stabilizing forces in reducing inequality. 
Provinces with better governance quality, 
stronger rule of law, improved regulatory 
systems, and lower corruption levels experience 
lower socioeconomic and gender disparities. 
Effective institutions improve access to public 
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services, create transparent labor markets, and 
provide more equal economic opportunities for 
migrants and urban populations. 
Human capital emerges as the most powerful 
equalizing factor in the study. Investments in 
education, skills development, health, and 
female empowerment significantly reduce 
structural inequality and improve the 
adaptability and productivity of migrant 
populations. The findings indicate that 
provinces with higher levels of educational 
attainment and workforce skills are better able 
to absorb migration shocks and transform 
migration into productive urban growth. 
The study also identifies strong spatial spillover 
effects across provinces. Urban inequality in one 
province affects neighboring regions due to 
migration flows, labor mobility, and economic 
interdependence. This confirms that inequality 
in Pakistan is not an isolated provincial 
phenomenon but part of a broader 
interconnected urban system requiring 
coordinated policy responses. 
So, finally the study concludes that migration 
itself is not the primary cause of urban 
inequality in Pakistan. Rather, inequality 
emerges from the interaction between weak 
institutional capacity, uneven human capital 
distribution, and uncoordinated urban 
development policies. Migration functions as an 
adjustment mechanism within a structurally 
unequal economic system. Therefore, 
sustainable inequality reduction depends on 
strengthening institutions, expanding human 
capital investment, and improving regional 
policy coordination. 
 
5.2 Policy Recommendations 
Based on the empirical findings, the following 
policy recommendations are proposed: 
1. Strengthen Urban Planning and Migration 
Management 
Migration should be treated as a developmental 
and economic transition process rather than a 
socioeconomic burden. The government should 
implement integrated urban planning strategies 
to improve housing, transportation, sanitation, 
and employment opportunities in rapidly 
growing urban centers.Key measures include: 
• Expanding affordable housing schemes for 
migrant populations  

• Improving urban infrastructure and public 
transport systems  
• Establishing labor market integration 
programs for migrants  
• Promoting secondary cities to reduce 
excessive concentration in major metropolitan 
areas  
 
2. Improve Institutional Quality and 
Governance 
Institutional reform is essential for reducing 
urban inequality and improving economic 
inclusion. Strengthening governance structures 
can enhance public service delivery, reduce 
corruption, and ensure equitable access to 
opportunities.Policy priorities include: 
• Enhancing transparency and accountability 
in provincial administrations  
• Strengthening anti-corruption institutions  
• Improving rule of law and regulatory quality  
• Digitizing public services to increase 
efficiency and reduce discrimination  
 
3. Expand Human Capital Investment 
The findings confirm that education and skills 
development have the strongest long-run impact 
on reducing inequality. Therefore, investment 
in human capital should become a central pillar 
of development policy. 
Recommended actions include: 
• Increasing public spending on education 
and vocational training  
• Expanding technical and digital skills 
programs for youth and migrants  
• Improving healthcare access and nutrition 
services  
• Promoting female education and women’s 
labor force participation  
Special emphasis should be placed on reducing 
gender disparities in education and employment 
opportunities. 
 
4. Promote Inclusive Labor Market Policies 
Urban labor markets must become more 
inclusive and capable of absorbing migrant 
populations productively. Policies should focus 
on reducing informal employment and 
improving wage equality.Key interventions 
include: 
• Formalization of informal sector 
employment  
• Minimum wage enforcement  



 Volume 4, Issue 5, 2026 
 

  

https://ijssbulletin.com                       | Akhter et al., 2026 | Page 1275 

• Equal employment opportunity regulations  
• Skills matching programs between migrants 
and industries  
 
5. Enhance Regional and Provincial 
Coordination 
The existence of spatial spillover effects requires 
stronger coordination among provinces. 
Isolated provincial policies are insufficient to 
manage migration and inequality dynamics 
effectively.Policy coordination should include: 
• Inter-provincial migration management 
frameworks  
• Shared urban development strategies  
• Coordinated infrastructure investments  
• Regional labor market information systems  
 
6. Develop Gender-Sensitive Urban Policies 
Since gender inequality remains a major 
component of urban inequality, policies must 
specifically target women’s empowerment and 
inclusion.Recommended measures include: 
• Expanding access to female education and 
vocational training  
• Improving workplace safety and equal pay 
regulations  
• Increasing women’s access to finance and 
entrepreneurship programs  
• Enhancing maternal healthcare and 
childcare facilities  
 
7. Encourage Balanced Regional Development 
Reducing excessive migration pressure on major 
cities requires balanced economic growth across 
regions. Investment in rural development and 
smaller urban centers can reduce inequality-
generating migration patterns. 
Suggested measures: 
• Rural industrialization programs  
• Agricultural modernization and value-chain 
development  
• Expansion of regional universities and 
training centers  
• Infrastructure investment in 
underdeveloped provinces  
 
5.3 Policy Implications 
The study highlights that sustainable urban 
development in Pakistan cannot be achieved 
solely through economic growth. Effective 
inequality reduction requires a 
multidimensional strategy combining: 

• institutional reform,  
• human capital development,  
• migration management,  
• and regional coordination.  
By transforming migration into a productive 
and inclusive economic process, Pakistan can 
achieve more balanced urbanization, lower 
inequality, and stronger long-run 
socioeconomic stability. 
 
References  
World Bank. (2023). World development indicators 

2023. World Bank  
United Nations Development Programme. 

(2022). Human development report 2022: 
Uncertain times, unsettled lives. UNDP 
Human Development Reports  

Pakistan Bureau of Statistics. (2023). Pakistan 
social and living standards measurement 
survey. Pakistan Bureau of Statistics  

Acemoglu, D., & Robinson, J. A. (2012). Why 
nations fail: The origins of power, prosperity, 
and poverty. Crown Publishing Group.  

Adams, R. H., & Page, J. (2005). Do 
international migration and 
remittances reduce poverty in 
developing countries? World 
Development, 33(10), 1645–1669.  

Alesina, A., & La Ferrara, E. (2005). Ethnic 
diversity and economic performance. 
Journal of Economic Literature, 43(3), 
762–800.  

Arellano, M., & Bond, S. (1991). Some tests of 
specification for panel data: Monte 
Carlo evidence and an application to 
employment equations. Review of 
Economic Studies, 58(2), 277–297.  

Barro, R. J. (1991). Economic growth in a cross 
section of countries. Quarterly Journal of 
Economics, 106(2), 407–443.  

Becker, G. S. (1964). Human capital: A theoretical 
and empirical analysis, with special 
reference to education. University of 
Chicago Press.  

Borjas, G. J. (2014). Immigration economics. 
Harvard University Press.  

Castles, S., De Haas, H., & Miller, M. J. (2020). 
The age of migration: International 
population movements in the modern world 
(6th ed.). The Guilford Press.  

 
 

https://www.worldbank.org/?utm_source=chatgpt.com
https://hdr.undp.org/?utm_source=chatgpt.com
https://hdr.undp.org/?utm_source=chatgpt.com
https://www.pbs.gov.pk/?utm_source=chatgpt.com


 Volume 4, Issue 5, 2026 
 

  

https://ijssbulletin.com                       | Akhter et al., 2026 | Page 1276 

De Haas, H. (2010). Migration and 
development: A theoretical perspective. 
International Migration Review, 44(1), 
227–264.  

Dollar, D., & Gatti, R. (1999). Gender 
inequality, income, and growth: Are 
good times good for women? Policy 
Research Report on Gender and 
Development. World Bank.  

Easterly, W., & Levine, R. (1997). Africa’s 
growth tragedy: Policies and ethnic 
divisions. Quarterly Journal of Economics, 
112(4), 1203–1250.  

Fields, G. S. (2001). Distribution and development: 
A new look at the developing world. MIT 
Press.  

Gujarati, D. N., & Porter, D. C. (2009). Basic 
econometrics (5th ed.). McGraw-Hill.  

Harris, J. R., & Todaro, M. P. (1970). Migration, 
unemployment, and development: A 
two-sector analysis. American Economic 
Review, 60(1), 126–142.  

Hausman, J. A. (1978). Specification tests in 
econometrics. Econometrica, 46(6), 
1251–1271.  

Islam, N. (1995). Growth empirics: A panel data 
approach. Quarterly Journal of Economics, 
110(4), 1127–1170.  

Lucas, R. E. (1988). On the mechanics of 
economic development. Journal of 
Monetary Economics, 22(1), 3–42.  

Massey, D. S., Arango, J., Hugo, G., Kouaouci, 
A., Pellegrino, A., & Taylor, J. E. (1993). 
Theories of international migration: A 
review and appraisal. Population and 
Development Review, 19(3), 431–466.  

Mincer, J. (1974). Schooling, experience, and 
earnings. Columbia University Press.  

North, D. C. (1990). Institutions, institutional 
change and economic performance. 
Cambridge University Press.  

OECD. (2021). Perspectives on global development 
2021: From protest to progress? OECD  

Perroux, F. (1955). Note sur la notion de pôle 
de croissance. Économie Appliquée, 8, 
307–320.  

Pesaran, M. H., Shin, Y., & Smith, R. J. (2001). 
Bounds testing approaches to the 
analysis of level relationships. Journal of 
Applied Econometrics, 16(3), 289–326.  

State Bank of Pakistan. (2023). Annual report 
2022–2023. State Bank of Pakistan  

Ravenstein, E. G. (1885). The laws of migration. 
Journal of the Statistical Society of London, 
48(2), 167–235.  

Romer, P. M. (1990). Endogenous technological 
change. Journal of Political Economy, 
98(5), S71–S102.  

Sen, A. (1999). Development as freedom. Oxford 
University Press.  

Solow, R. M. (1956). A contribution to the 
theory of economic growth. Quarterly 
Journal of Economics, 70(1), 65–94.  

Stark, O., & Bloom, D. E. (1985). The new 
economics of labor migration. American 
Economic Review, 75(2), 173–178.  

Todaro, M. P. (1969). A model of labor 
migration and urban unemployment in 
less developed countries. American 
Economic Review, 59(1), 138–148.  

United Nations. (2022). World urbanization 
prospects 2022. United Nations 
Population Division  

Wooldridge, J. M. (2016). Introductory 
econometrics: A modern approach (6th ed.). 
Cengage Learning  

Yusuf, S., & Nabeshima, K. (2007). Urban 
development needs creativity: How 
creative industries can affect urban 
areas. World Bank Policy Research 
Working Paper, 4313.  

Zaidi, S. A. (2015). Issues in Pakistan’s economy 
(3rd ed.). Oxford University Press  

Zaman, K., Shah, I. A., Khan, M. M., Ahmad, 
M., & Ikram, W. (2012). Migration and 
poverty reduction in Pakistan: A case 
study of rural households. Economic 
Modelling, 29(6), 2595–2603.  

Ali, S., & Audi, M. (2016). The impact of 
income inequality, environmental 
degradation, and globalization on life 
expectancy in Pakistan. International 
Journal of Economics and Financial Issues, 
6(4), 1421–1429.  

Ahmed, V., & Batool, S. (2017). Urbanization 
and inequality in Pakistan: Policy 
implications for inclusive growth. 
Pakistan Development Review, 56(2), 
115–136.  

 
 

https://www.oecd.org/?utm_source=chatgpt.com
https://www.sbp.org.pk/?utm_source=chatgpt.com
https://population.un.org/wup?utm_source=chatgpt.com
https://population.un.org/wup?utm_source=chatgpt.com


 Volume 4, Issue 5, 2026 
 

  

https://ijssbulletin.com                       | Akhter et al., 2026 | Page 1277 

Haq, R., & Zia, U. (2009). Multidimensional 
welfare analysis in Pakistan. Pakistan 
Institute of Development Economics 
Working Paper.  

Kemal, A. R. (2006). Income distribution trends 
in Pakistan. Pakistan Development Review, 
45(4), 935–956.  

Mahbub ul Haq Human Development Centre. 
(2013). Human development in South Asia 
2013: Urbanization challenges. Mahbub 
ul Haq Human Development Centre  


