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akistan continues to lag behind regional and global Pproductivity standards due to persistent challenges in human 
capital, infrastructure, governance, and industrial focus. This 

editorial highlights these barriers and outlines strategic pathways 
forward—investing in education, upgrading infrastructure, 
enhancing governance, and shifting toward higher-value 
industries—to foster sustainable economic growth. 

At its core, productivity measures the efficiency of turning inputs 
(labor, energy, materials) into valuable outputs (goods and services) 
[1], as shown in Fig. 1. Simply put: Productivity = Output/Input.  
Productivity can also be defined as the sum of efficiency and 
effectiveness: Productivity = Efficiency + Effectiveness

Productivity is central to long-term economic growth, rising incomes, 
and competitiveness. For Pakistan, improving productivity is 
essential—not just to strengthen the economy, but to raise living 
standards and support sustainable development. Despite its 
demographic advantages, strategic location, and resource base, 
Pakistan faces persistently low productivity. World Bank data shows 
its GDP per capita lags behind regional peers such as India and 
Bangladesh.

Key Challenges to National Productivity in Pakistan

1.  Low Human Capital Development

Pakistan's workforce faces a significant skills gap. The Global Human 
Capital Index ranks the country low in education and labor force 
participation, with a literacy rate around 59% [3]. A disconnect 
between education and industry needs further limits productivity, 
particularly in sectors like manufacturing and technology.

2.  Weak Infrastructure

Pakistan's weak infrastructure is a major barrier to productivity. 
thRanked 110  globally, gaps in energy, transport, and digital systems 

hinder industrial output and raise logistics costs, undermining the 
competitiveness of Pakistani exports [4].

3. Governance and Political Instability

Persistent political instability and weak governance have undermined 
investor confidence in Pakistan. Corruption, fragile institutions, and 
inconsistent policies create uncertainty, discouraging long-term 
investment essential for boosting productivity.

4.  Dependence on Low-Value Industries

Pakistan's heavy reliance on low-value sectors like agriculture and 
textiles limits productivity growth. With agriculture employing 40% 
of the workforce but contributing just 20% to GDP, labor productivity 
remains low. The lack of industrial diversification hinders 
competitiveness in high-value sectors such as technology and 
advanced manufacturing.

Strategic Opportunities for Enhancing National Productivity

1. Investing in Human Capital

Boosting productivity requires investing in human capital. Pakistan 
must reform education, expand vocational training, and align 
curricula with industry needs—particularly in IT, healthcare, and 
manufacturing. Promoting lifelong learning and enabling greater 
female workforce participation through supportive policies can also 
drive long-term gains.

2.  Modernizing Infrastructure

Modernizing infrastructure—especially in energy, transport, and 
digital networks—is essential to boost efficiency and lower 
production costs. Projects like China-Pakistan Economic Corridor 
(CPEC) can support this upgrade, but alignment with national goals is 
crucial. Expanding broadband and embracing digital technologies 
like AI and IoT will be vital for sustaining productivity growth in the 
digital age.

3.  Strengthening Governance and Reducing Corruption

Strengthening governance and curbing corruption are vital for 
fostering a stable, investment-friendly environment. Transparency, 
accountability, and consistent policies can restore investor 
confidence, enabling long-term investments in education, 
infrastructure, and technology—key drivers of innovation and 
productivity.

4.  Diversifying the Industrial Base

To boost productivity, Pakistan must diversify beyond low-value 
sectors by promoting high-tech industries like IT, biotech, and 
advanced manufacturing. Innovation-driven policies, R&D support, 
and incentives for startups and SMEs—along with strong public-
private partnerships—are crucial to building a resilient, high-value 
industrial ecosystem.

Pakistan, with a population of 241.5 million and a GDP growth rate of 
2.38% '[5], holds significant resource potential. However, inadequate 
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Fig. 1 Relationship Between Outputs and Inputs 
in Measuring Productivity [2]
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investment in education and healthcare has led to a low Human 
thCapital Index (HCI) score of 0.39, placing the country 134  out of 157 

nations—below even Afghanistan. The HCI reflects the future 
productivity of workers based on health and education outcomes 
shown in Table I.

For Pakistan, improving national productivity is vital for sustainable 
growth. Despite persistent challenges—such as underdeveloped 
human capital, infrastructure gaps, political instability, and a narrow 
industrial base—the potential for progress is substantial. Strategic 
investments in education, infrastructure, governance, and industrial 
diversification can help realize this potential. With policy consistency 
and long-term vision, Pakistan can build a more competitive, 
prosperous future driven by productivity.

References 

[1] Asian Productivity Organization (APO). (28 July 2025).
  Productivity .  Available: https://www.apo-tokyo.org/ 

p_glossary/productivity/
[2] Reserve Bank of Australia. (28 July 2025). Productivity. 

Ava i lab le :  h t tp : / / rba .gov.au /educa t ion / resources / 
explainers/productivity.html 

[3] "Asian Development Outlook," Asian Development Bank 
(ADB). April 2025.

[4] "Industries of the Future and Its Human Resources," in 
Embracing New Ways of Work: Asian Productivity Organization, 
2021.

[5] "Pakistan Economic Survey 2023-24," Economic Adviser's 
Wing, Finance Division Government of Pakistan, Islamabad. 
2024.

Table I  Pakistan’s HCI Ranking a nd Scores of Various Indicators  [4]  
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Pakistan  0.93  8.8  339  4.8  0.55  0.84  0.39  
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