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Abstract
This study endeavors to highlight the regional inequality in Pakistan. In this study, income inequality is calculated at the
provincial and divisional levels of two provinces i.e. Punjab and Balochistan. The data of the year 2018-19 is chosen from the
Pakistan Social and Living Standard Measurement (PSLM). Firstly, the current situation of income is inspected by utilizing the
data of the PSLM (2018-19) to examine the convergence or divergence in inequalities comparison is done with the year (2013-
14). The most popular measure of inequality: Gini and Lorenz curves are used to calculate income inequality between two
provinces and their divisions. The findings of this study revealed that income inequality is more prominent in Punjab. Overall
Punjab’s situation is better than other province. Income inequality is noteworthy in urban areas. Lastly, recommendations are
made as specific regions or divisions should be focused where inequality is high. Moreover, efforts should also be made for the
equal distribution of resources.
Keywords: income inequality, Gini, Lorenz curve, Convergence, Divergence

1. Introduction

The disparity in an economy or the world is a bitter reality which is also not a new phenomenon. Millions of people in the world
are dying because of the lack of food and fundamental requirements (Corps, 2019). Only a few people are enjoying billions of
the wealth and more than one billion people are spending their lives in hunger (Banerjee and Duflo 2011; Guterres 2020).
Economic discrimination in the human race is not only higher than ever, and if the situation remains the same it will likely
increment further (Sutcliffe 2005; Heintz 2006; Ortiz et al. 2012). The authentic impression of the global economy displays that
humankind has faced the challenges in economic and social spheres. Inequality is one of the major issues facing the world these
days. The increasing trend of inequality has largely excluded the poor from the benefits enjoyed by the rich and it is constrained
in the prospects of recovery (Brian 2015; Ali and Audi, 2016; Kanbur and Stiglitz 2016; Ali, 2018; Dean et al. 2020; Ali et al.,
2021; Cowell 2011). Inequality is the condition of not being equivalent, particularly in rights, status, and possibilities (Afonso
et al. 2015). According to Caballero (2008), society is divided into two groups: Uppers (full of confidence and looking forward
to the future) and Downers (trying to fit in those limited resources that they have). Regional inequality has persisted as a central
question for many developed countries (Paprotny 2021). Yet its origins are more profound in developing countries (Hall 1984;
Klasen 2016). Pakistan’s per capita income has increased since the 1990s but this is not inspiring from the viewpoint of the
country’s development (Hasan et al. 1998; Ullah and Ali, 2024).

According to Population Reference Bureau (PRB) report published in 2016, Pakistan has been ranked as the sixth-largest country
in terms of population. According to the Pakistan Bureau of Statistics (PBS), Pakistan has four provinces out of which the
province of Punjab contains a larger proportion of the population than the rest of 3 provinces, i.e., Sindh, NWFP, and
Baluchistan, which has created an inherent meditation in terms of political representation and translated into a “smaller provinces
versus the bigger province” pattern (Akhtar 2008). According to PBS, Punjab is the largest province with respect to population.
The widening inequality in income is disturbing the socio-political situation of Pakistan in several ways, Firstly, perception
about regional discrimination is that development policies focused on large provinces, while small provinces are ignored (Akhtar
2008) Secondly, Pakistan is facing a period of youth bulge, but the economy is failing to create meaningful jobs for the large
number of young people entering the world of work each year. So, it’s not enough to increase the resources, there is also a need
for the equal distribution of these resources otherwise it will create many other problems like suicide, violence, unemployment,
and drug abuse (Ali and Hafeez 2017; UNICEF 2020; Rehman 2020; Liu et al. 2018; @stby 2013). According to Afonso (2015),
Inequality mainly is of two types: inequality of outcomes (e.g., family background, gender, etc.) and inequality of opportunities
(lack of job opportunities, etc.). Punjab's per capita annual income is greater than all other provinces and Balochistan's per capita
annual income is less than all other provinces (PSLM 2018-19). Inequality in Pakistan especially in the case of income and
wealth is from top to bottom (Kemal 2006). In this study, the most important inequality of opportunity income inequality is
discussed, because the reduction in this inequality can help to improve other inequalities. Income inequality is calculated for
Punjab and Balochistan, and divisions of these provinces.

Income inequality is one of those issues which are discussed since the 1970s and still this problem is not solved. This issue is
highlighted by many researchers in recent years because they know that countries cannot be developed with this problem and
developed countries cannot improve living standards if income inequality exists. As indicated by World social report (2020),
observes the four main causes of income inequality, which are as follows: technological change, trade liberalization, wealth
concentration, and access to education. The top 1% of the rich receive about 15% of global income and 20 percent poorest
receive only 1% of worldwide income (Banya, 1995). In Pakistan, the concentration of wealth is on the top 10% of the
population, on average top 10% of the population consumes three times more than the bottom 10% (Kirmani 2020). Despite
recent efforts for financial equality, separatist tendencies of the Federation of Pakistan are creating a sense of deprivation among
the people of Balochistan. Such local differences have serious political and social ramifications and represent an extreme threat
to peace and stability in the nation as a whole. Regional differences fuel resentment among those who are underdeveloped. In
this study Punjab which is considered as the most developed and biggest province w.r.t population and Balochistan which is
biggest w.r.t area but considered as the most deprived province are selected to examine the income inequality. Punjab Divisions
which are discussed in this study are: Bahawalpur, DGK, Faisalabad, Gujranwala, Lahore, Islamabad, Rawalpindi, Sargodha,
Sahiwal, and Multan. And Balochistan divisions are: Kalat, Quetta, Sibbi, Nasirabad and ZHOB and every division has its rural
areas and urban areas.
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These days inequality is one of the hot issues in society because as society is getting more advanced people are earning more
but the gap between haves and haves not is increasing rather than decreasing. This study differs from the former work in
numerous aspects. Many studies are related to the developed countries and developing countries, only a few studies discussed
this issue in Pakistan at the provincial level but intra-provincial inequalities are mostly ignored. Most of the literature is about
income inequality at the provincial level, but this study will contribute to the previous literature by including not only income
inequality at the provincial level but also at the divisional level, which will be helpful for the policymakers to focus on those
divisions which need more attention and thinking about what to do for reducing the gap between provinces.

This study is organized in five sections which are as follows:

Section 1 of this study is about the introduction, objectives, and significance of the study. Section 2 is about the literature related
to income inequality. Section 3 deeply describes the source of data and the methodology used in this study; Section 4 describes
the empirical results and discussion and Section 5 discuss conclusion and recommendations.

2. Literature Review

Many economists highlight the issue of inequality and different types of inequalities are discussed to highlight the issue of
imbalance between rich and poor. Anderson and Pomfret (2004), studied inequality in standard of living within five Central
Asian countries and highlighted that families with more educated leaders have better conditions and spend more on public goods
than families with less educated leaders. Maslikhina (2016), analyzed the measurement of interregional inequality in Russia and
explained suitable policy measures to resolve this issue. Effects of taxes and the transfer would be decline income disparity
(Atkinson et al. 2017; Munir et al, 2024). In developing countries, like India, Pakistan, etc. this issue is more problematic than
in developed countries. Reddy and Bantilan (2012), highlighted regional inequalities in Andhra Pradesh (state of India) and
disclosed that metropolitan areas and their adjoining districts contributed a large chunk of returns. Husain (2018), explained the
25 years of Pakistan's economy and challenges faced by Pakistan, brought about a noteworthy fall in growth rate. Khan et al.
(2019), highlight the issue of cultural and horizontal inequality at the divisional level of provinces of Pakistan. In Pakistan
inequality is higher in urban areas relative to rural areas and exposed the high discrepancy between the rich and poor in the use
of different facilities i.e., electricity, gas, tap water, phone, and adequate sanitation facilities (Asad and Ahmad 2011; Anwar
2009; Xiong, 2024; Cizakca, 2024)

Pakistan was one of the highest 10 fastest-rising developing nations from 1960 till 1990 with an annual average growth rate of
6 percent (Hasan et al. 1998). Rural-urban disparity accounts for the larger share in within-country inequality (Eastwood and
Lipton 2000; Young 2013; Katsushi et al. 2018; Karim and Said, 2024; Ibrahim and Rasheed, 2024). Jamal and Khan (2003),
analyzed that inequality has raised in three provinces i.e., Sindh, NWFP, and Balochistan. Punjab districts are generally moved
up and improved their positions in development ranking. Akhtar (2008), analyzed the interprovincial and intra-provincial
inequalities in Pakistan from 1998 to 2005 by using PSLM data and revealed that disparities within Punjab and Sindh are slightly
higher than the national estimate and lower in Baluchistan and NWFP. Pakistani Society women have fewer opportunities than
men and people belonging to rural areas are more underprivileged than those belonging to urban areas and parental education is
considered as one of the most important conditions for better living standard of children (Shaheen et al. 2016). Sadiq et al.
(2018), revealed that the development of small provinces (KPK and Baluchistan) depends on the development of large provinces.
Thus, from the development programs, large provinces get more benefits than small provinces. Burki et al. (2015), estimated
the multidimensional disparity in the case of Pakistan at provincial and divisional levels, findings of this study revealed that
income inequality is higher in urban areas than in rural areas of Pakistan and In Sindh, income inequality is higher, and in
Balochistan, income inequality is lower than all other provinces. Bourguignon and Morrison (2002), estimated the income
distribution of 33 countries from 1820 until 1920 and concluded that world inequality worsened continuously from 1820 to 1950
resting only between 1910 and 1929. Klasen (2016), analyzed the increasing global inequality trends in developing countries
and revealed that between countries and in total inequality is decreasing but within a country, inequality is increasing. Regional
disparity in per capita income can be linked with sectoral force productivity, workforce participation, and part of the sectoral
workforce in Indonesia (Sitepu et al. 2018).

In developing countries like Pakistan, inequality is higher than in developed countries. In Pakistan, income inequality among
provinces is calculated by many researchers, Theil Index, Gini coefficient, etc. are mostly used to calculate between and within
provinces income inequality. Jafri et al. (1995), discussed the poverty and income disparity in Pakistan and exposed that income
inequality improved during the period 1979-88 and increased from 1990-91. In Pakistan, not only the income level but also the
structural inequality differs among provinces (Kruijk, 1986). Mahmood and Tahir (1984), compared the results of various
inequality measures in Pakistan and its rural and urban areas. The long-run relationship between growth, inequality, and poverty
was showed that national-level growth has worsened income disparity, but more in rural areas, and when inequality increased
poverty increased more in urban areas than in rural areas (Ali and Tahir 1999). Khan et al. (2016), depicted the affiliation
between economic growth and income disparities in Pakistan and explained that on income inequality per capita GDP,
urbanization, fertility rate, and globalization have a direct impact, while per capita arable land, government consumption and
agriculture sector have a negative impact (Munir and Sultan 2017). Anwar (2003), showed the trends in inequality by using Gini
and Lorenz Curve in Pakistan and revealed that in urban areas inequality has deteriorated, while it has expanded in rural areas
during this period. Results also showed the increasing trend of inequality in rural Punjab and decreasing trend of inequality in
others provinces i.e., Sindh, NWFP, and Balochistan. Yousuf and Sasaki (2003), measured the inequality of the years from 1972
to 1997 among the four regions (Balochistan, KPK, Punjab, and Sindh) of Pakistan, stated that Baluchistan is comparatively
inferior to other three regions and specified that the public capital has been allocated less efficiently in the backward region
whereas more efficiently in advanced in the region. Anwar (2007), examined inequality at the provincial and regional level in
Pakistan and showed that except few sectors inequality increased in most of the sectors. Dean et al., (2020), revealed the
possibilities to diminish the income inequalities and promote equal distribution of resources of all sections of the population in
Pakistan. Different studies revealed that the gap between haves and haves-nots is broadening. Income inequality in Pakistan has
raised and the situation of distribution of assets is not satisfactory, which is the foremost reason for unequal distribution of
income in Pakistan (Hamid and Akram 2014). Touseef et al. (2015), examined the tendencies of income inequality in Pakistan
and exposed that in rural areas high-income families are those with the largest number of family members and low-income
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families are those with the lowest number of family members. Thus, when income is divided on a per capita basis inequality
decreased because the higher incomes of large families are distributed to a large number of people and the small incomes of
small families are distributed to a small number of people. Hassan and Malik (2019), calculated the income inequality in the
province of Punjab and revealed that the highest income inequality exists in Lahore.
a. Literature Gap

Different studies are examined and introduced in form of a literature review. In Pakistan, few studies are about income inequality
at the provincial level and its urban and rural areas. In Pakistan studies mostly focused on the provincial level and rural and
urban areas, district level and divisional level are mostly ignored. It’s very important to reduce income inequality for the
development of the country. So, in this study income inequality, is calculated at provincial level and divisional levels.

3. Data Source and Methodology

a. Data Source
The secondary data utilized in this study is used from PSLM (2018-19) and PSLM (2013-14). PSLM (2018-19) is the 11th round
of survey series, started in 2004. The current round of PSLM/HIES is the provincial level survey which covered 24809
households. Household income data is calculated from PSLM (2018-19).

b. Theoretical Framework

i. Lorenz Curve
Lorenz curves at a large distance from the 45° line indicate higher income inequality than the curve near 45° to the line (Kemal
2006). A Lorenz curve developed by American Economists Max O. Lorenz in 1905, is a graphical representation of Wealth
inequality or Income inequality (Lorenz 1905). The Lorenz curve plots the percentage of the population on the x-axis and the
percentage of the income on the y-axis. Lorenz curve is typically used to describe income inequality and mostly used to represent
economic inequality. The level of unequal distribution expands when the Lorenz curve drifts away from the line of equality.
Gini Coefficient can be calculated by using Lorenz Curve because the area between the straight (line of equality) and curved
lines shows the Gini Coefficient.
Let X be the outcome variable of interest (e.g., income). The cumulative distribution function of X is given as FX(x) = Pr(X <
Xx), for continuous X, the Lorenz curve L is given as:
J2 o xFxd(x)

LFOD) = e
Intuitively, a point on the Lorenz curve quantifies the proportion of total outcome of the poorest px100 percent of the population.
This can easily be seen in the finite population form of LX(p), which is

y
L(FGo) ==X

Where, F(X) is the cumulative distribution function of ordered individuals and p is the average size.
ii. Gini Coefficient

The Gini Coefficient is a measure of income distribution in a population developed in 1912 by the Italian statistician Corrado.
It is often used as a measure of economic inequality, a measure of the income distribution, or a measure of the distribution of
wealth in general among a population. The numerical potential ranges from 0 (or 0%) to 1 (or 100%), with O correlates the
perfect equality this shows that all members of society possess an equal amount of income, and 1 representing the perfect
inequality. More than 1 value is theoretically possible due to negative income or wealth. According to Thomas et al. (2017),
There are two ways to Calculate Gini: The direct method (mathematically) and Indirect method in which first constructs the
income Lorenz curve, with the cumulative percentage of the population on the horizontal axis and cumulative percentage of the
income on the vertical axis. In this study, the Indirect method is used to calculate the Gini coefficient which describes Gini Index
as the ratio between 45° lines is called line of equality and Lorenz curve to the total area below the line of equality. The capacity
of the Gini equals the ratio of two areas, with the area of an egalitarian triangle as denominator and area between Lorenz curve

and line of equality as the numerator, which can be written as:
Gi ni_Area between Egalitarian and Lorenz curve

Area of Egalitarian Triangle
c. Methodology

This study clarified that there is a large number of indices have been recommended in the literature to determine income
inequality. Gini, Lorenz curve, CV, inter-quartile range, ratios of income received by highest and lowest income groups, etc.
and normative measures that take into consideration assessment of society towards welfare of several sections of the population
such as Theil’s entropy measure (Wasim and Munir 2017; Maslikhina 2016), Atkinson’s Index (Atkinson et al. 2017; Rehman
et al. 2015; Asad and Ahmad 2011), etc. are included in these indices. Gini coefficients and Lorenz curve are the two most
important and especially Gini Coefficients are considered as the best scalar measure of inequality (Ferreira 2020) is used in
different articles to calculate income inequality (Ali and Tahir 1999; Bourguignon and Morrison 2002; Anwar 2009; Atkinson
et al. 2017). Gini for calculating income inequality and Lorenz curve is calculated by many researchers (Anwar 2003; Hamid
and Akram 2014; Cheong and Wu 2013; Rehman et al. 2015) are used for determining fluctuations in income inequalities.
The most popular used measures are:

e Lorenz curve

e Gini

i. Income Inequality
A common way to measure income inequality is to rank all households by income, from lowest to highest, and then divide all
households into five groups based on the number of people which is called the quintiles. This calculation makes it possible to
measure the distribution of income in five groups on the total. The first quintile is the lowest fifth or 20%, the second quintile is
the next lowest, and so on. By comparing income inequality, it is possible to estimate the share of total income earned per
quintile. According to Danovan et al. (2016), a quintile is a 1/5th portion of the whole population. In statistics, it is a population
or sample divided into five equal groups in which every group present 20 percent of the whole population.
These Quintiles can be expressed as follows:
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0-20% is the first Quintile or bottom Quintile.
20-40% is the second Quintile.
40-60% is the third Quintile.
60-80% is the fourth Quintile.
o 80%-100% is the fifth or top Quintile.
In this study, Gini Coefficient and Lorenz Curves are used to calculate Income Inequality among four provinces of Pakistan.
Lorenz curve is calculated by using a cumulative percentage of the population on the horizontal axis and a cumulative percentage
of the income on the vertical axis.

Figure 1

mulative share of income eamed

~
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According to Kruijk (1986), in all province’s income inequality is greater in urban areas than in rural areas. In this study, income
inequality not only at provincial level but also for rural and urban areas is calculated. Provinces are divided into their divisions,
every division has its own rural and urban areas. So, income inequality is calculated for both areas.

ii. Convergence or Divergence in Inequalities

In this part of the study, there is a discussion about our third statement of the problem which is: Is there convergence or
divergence in income inequality? To answer this question, data from PSLM (2013-14) is also selected to compare with PSLM
(2018-19), to check whether there is convergence or divergence in income inequality. Sutcliffe (2005), calculated the Gini
coefficient of different countries from 1960 to 2000 to explain the convergence or divergence in these countries, and Seguino
(2013), calculated the Gini coefficient of different countries and calculated the trends in income inequality. By following their
work, in this study Gini is calculated for the year 2013-14 and 2018-19 to estimate the convergence or divergence in inequalities.
Percentage change is also calculated to check how much increase or decrease occurred in income inequality at the provincial
level and divisional level of Pakistan.

4. Empirical Results and Discussion

a. Results and Discussion
In this study, Income inequality is calculated at the provincial and divisional level of Pakistan, for this purpose Lorenz curves
are constructed and Gini coefficients are calculated from these curves.
Figure 2 shows Lorenz curves that have been fitted to data that explains the income distribution in Balochistan and Punjab, in
2018-19, compared to the straight diagonal line which is representing perfect equality. In Punjab, there is higher income
inequality than Balochistan. As shown in Figure 2 Balochistan Lorenz curve is closer to the line of equality it means that in
Balochistan there is less income inequality than Punjab. In Balochistan, there is a relatively equalitarian tribal structure
population relatively relies more on domestic remittances (Pasha, 2018). In Balochistan, lower 20% people have 8% of total
income while the richest 20% have 40% of total income. Middle 60% of the people have 50% of total income. In Punjab, 20%
people have 6%% of total income while the richest 20% have 47% of total income. Middle 60% of the people have 47% of total
income.
In rural Lahore and Multan, there is more inequality and in Rawalpindi there is less income inequality than in other divisions of
Punjab. In rural areas of Rawalpindi, lower 20% of people have 8% of income while richest 20% of people have 40% of income.
Whereas, middle 60% of the people have 52% of the income. In rural areas of Islamabad, lower 20% of people have 9% of
income while richest 20% of people have 44% of income. Whereas, middle 60% of the people have 47% of the income. The
income patterns in Sargodha, Faisalabad, are almost similar to Islamabad. In rural areas of Gujranwala, bottom 20% people have
only 7% of the total income while richest 20% have 42% of the total income. In rural areas of Lahore and Multan, there is the
same inequality and more inequality than other rural areas of division in Punjab. In rural areas Lahore and Multan, lower 20%
of people have 7% of the total income while richest 20% of people have 46% of income. Whereas, middle 60% of the people
have 47% of the income. In rural areas of Sahiwal and DGK, lower 20% of the people in both divisions have only 7% of the
total income while richest 20% people have 43% and 44% of the total income respectively. sin rural areas of Bahawalpur, lower
20% of people have 8% of the total income while richest 20% of people have 43% of the total income.
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Figure 2: Provinces Lorenz Curve 2018-19
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Figure 3: Lorenz curve of Punjab rural areas of the divisions 2018-19

Lorenz curve of nine divisions of urban areas of Punjab shown in Figure 4. There is more inequality in Islamabad and Sahiwal
While inequality is less in Multan and DGK than the other divisions of Punjab.

In urban areas of Multan, lower 20% of the people have 12% of the total income while the richest 20% of the people have 37%
of the total income. In urban areas of DGK, lower 20% of the people have 13% of the total income while the richest 20% of the
people have 36% of the total income. In urban areas of Faisalabad, lower 20% of the people have 12% of the total income while
the richest 20% of the people have 38% of the total income. In urban areas of Gujranwala, lower 20% of the people have 11%
of the total income while the richest 20% of the people have 39% of the total income. In urban areas of Sahiwal, lower 20% of
the people have 10% of the total income while the richest 20% of the people have 43% of the total income. In urban areas of
Islamabad, lower 20% of the people have 8% of the total income while the richest 20% of the people have 44% of the total
income. In urban areas of Sargodha, lower 20% of the people have 10% of the total income while the richest 20% of the people
have 41% of the total income. In urban areas of Lahore, lower 20% of the people have 10% of the total income while the richest
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20% of the people have 42% of the total income. In urban areas of Bahawalpur, lower 20% of the people have 12% of the total
income while the richest 20% of the people have 37% of the total income.
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Figure 4: Lorenz curve of Punjab urban areas of the divisions 2018-19
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Figure 5: Lorenz curve of Balochistan rural areas of the divisions 2018-19
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Lorenz curve of six divisions of rural areas of Balochistan are shown in Figure 5. In Sibbi there is more and in Mekran there is
less income inequality than other divisions of Balochistan. In rural areas of Quetta, lower 20% of people have 9% of income
while richest 20% of people have 38% of income. Whereas, middle 60% of the people have 53% of the income. In rural areas
of Zhob, lower 20% of people have 9% of income while richest 20% of people have 37% of the total income. Whereas, middle
60% of the people have 54% of the total income. In rural areas of Sibbi, lower 20% of people have 8% of the total income while
richest 20% of people have 43% of income. Whereas, middle 60% of the people have 49% of the total income. In rural areas of
Nasirabad, lower 20% of people have 9% of the total income while richest 20% of people have 39% of income. Whereas, middle
60% of the people have 52% of the total income. In rural areas of Kalat, lower 20% of people have 10% of the total income
while richest 20% of people have 37% of income. Whereas, middle 60% of the people have 52% of the total income. In rural
areas of Mekran, lower 20% of people have 10% of the total income while richest 20% of people have 34% of income. Whereas,
middle 60% of the people have 54% of the total income.
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Figure 6: Lorenz curve of Balochistan urban areas of the divisions 2018-19

Lorenz curve of six divisions of urban areas of Balochistan in Figure 6. In Nasirabad and Quetta, there is more and in ZHOB
there is less income inequality than other divisions of Balochistan.

In urban areas of Quetta, lower 20% of people have 9% of the total income while richest 20% of people have 42% of the total
income. Whereas, middle 60% of the people have 49% of the total income. In urban areas of Zhob, lower 20% of people have
10% of the total income while richest 20% of people have 35% of the total income. Whereas, middle 60% of the people have
55% of the total income. In urban areas of Sibbi, lower 20% of people have 9% of the total income while richest 20% of people
have 38% of the total income. Whereas, middle 60% of the people have 53% of the total income. In urban areas of Nasirabad,
lower 20% of people have 8% of the total income while richest 20% of people have 43% of the total income. In urban areas of
Kalat, lower 20% of people have 10% of the total income while richest 20% of people have 36% of the total income. In urban
areas of Mekran, lower 20% of people have 10% of the total income while richest 20% of people have 39% of the total income.
Whereas, middle 60% of the people have 51% of the total income.

b. Convergence or Divergence in Income Inequality

Table 1: Income Gini 2013-14 & 2018-19

PROVINCES Percentage  risingor  Convergence or
TOTAL 2013-14 2018-19  Difference change change falling Divergence
PUNJAB 0.44 04 -0.04 - -9% Falling Convergence
BALOCHISTAN 0.3345 0.32 -0.0145 - -4% Falling Convergence
URBAN

PUNJAB 0.436 0.397 -0.039 - -9% Falling Convergence
BALOCHISTAN 0.343 0.314 -0.029 - -8% Falling Convergence
RURAL

PUNJAB 0.413 0.3728 -0.0402 - -9.7% Falling Convergence
BALOCHISTAN 0.3134 0.3132 -0.0002 - -0.06% Falling Convergence

Source: Author’s calculation, PSLM (2018-19)
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As shown in Table 1, in Punjab and Balochistan there is convergence of income inequality from 2013-14 to 2018-19. Punjab
situation of income inequality is worse than Balochistan. These results are little similar to the results of Hamid et al. (2014),
who observed that income inequality is less in Balochistan, and greater in Punjab. Gini coefficient is higher in urban areas can
be explained as there is more diversification of skills in urban areas than in rural areas, where workers have more uniform skills.

Table 2: Punjab Income Gini 2013-14 & 2018-19

% rising or Convergence or
PUNJAB RURAL 2013-14 2018-19 Difference change Change falling Divergence

LAHORE 0.4888 0.38 -0.10876 - -22% Falling Convergence
SAHIWAL 0.421 0.35 -0.071 - -17% Falling Convergence
GUJRANWALA 0.395 0.34 -0.055 - -14% Falling Convergence
ISLAMABAD 0.389 0.34 -0.049 - -13% Falling Convergence
MULTAN 0.388 0.38 -0.008 - -2% Falling Convergence
BAHAWALPUR 0.385 0.34 -0.045 - -12% Falling Convergence
DGK 0.3745 0.37 -0.0045 - -1% Falling Convergence
SARGODHA 0.3559 0.35 -0.0059 - -2% Falling Convergence
FAISLABAD 0.3246 0.35 0.0254 + 8% rising Divergence

RAWALPINDI 0.307 0.31 0.003 + 1% rising Divergence

rising or Convergence or
PUNJAB URBAN 2013-14 2018-19 Difference Change % change falling Divergence

LAHORE 0.42 0.31 -0.11 - -26% Falling Convergence
SAHIWAL 0.61 0.32 -0.29 - -48% Falling Convergence
GUJRANWALA 0.3597 0.27 -0.0897 - -25% Falling Convergence
ISLAMABAD 0.745 0.35 -0.395 - -53% Falling Convergence
MULTAN 0.4 0.24 -0.16 - -40% Falling Convergence
BAHAWALPUR 0.42 0.25 -0.17 - -40% Falling Convergence
DGK 0.37 0.24 -0.13 - -35% Falling Convergence
SARGODHA 0.386 0.31 -0.076 - -20% Falling Convergence
FAISALABAD 0.33 0.27 -0.06 - -18% Falling Convergence
RAWALPINDI 0.35 0.26 -0.09 - -26%  Falling Convergence

Source: Author’s calculation, PSLM (2018-19)

As shown in Table 2, from 2013-14 to 2018-19 only in Faisalabad and Rawalpindi rural areas there is divergence in income
inequality and in all other rural and urban areas of Punjab, there is the convergence of income inequality. In Multan, Lahore,
and DGK rural areas there is more income inequality with Gini 0.38, 0.38, and 0.37 respectively. In Islamabad, Sahiwal, and
Lahore urban areas, there is more income inequality than all other urban areas. According to data 2018-19, in urban areas
inequality is higher this result is similar to Anwar (2003), which stated that in Punjab urban areas inequality has decreased and
in rural areas inequality has increased.

Table 3: Balochistan income Gini 2013-14 & 2018-19

BALOCHISTAN % rising or Convergence or
RURAL 2013-14 2018-19 Difference Change change falling Divergence
KALAT 0.34 0.28 -0.060 - -18% Falling Convergence
NASIRABAD 0.28 0.29 0.010 + 4% Rising Divergence
QUETTA 0.279 0.28 0.001 + 0.34% Rising Divergence
SIBBI 0.31 0.35 0.040 + 13% Rising Divergence
ZHOB 0.31 0.28 -0.030 - -9.60% Falling Convergence
BALOCHISTAN % rising or Convergence or
URBAN 2013-14 2018-19 Difference Change change falling Divergence
KALAT 0.22 0.27 0.05 + 23% Rising Divergence
NASIRABAD 0.39 0.34 -0.05 - -13% Falling Convergence
QUETTA 0.33 0.33 0 0% no change  no change
SIBBI 0.39 0.29 -0.1 - -26% Falling Convergence
ZHOB 0.287 0.25 -0.037 - -13% Falling Convergence

Source: Author’s calculation, PSLM (2018-19)

As shown in Table 3, in income inequality of Balochistan from 2013-14 to 2018-19, In Nasirabad and Quetta urban areas,
income inequality is higher with income Gini 0.34 and 0.33 respectively. In Sibbi and Nasirabad rural areas, income inequality
is higher with Income Gini 0.35 and 0.29 respectively. In rural areas of Nasirabad, Quetta, and Sibbi, and urban areas of Kalat
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there is divergence in income inequality. In all other rural and urban areas of Balochistan, there is the convergence of income
inequality and in Quetta urban areas there is no change in income inequality.

5. Conclusion and Policy Recommendations

This study analyzed the income inequality among two provinces of Pakistan and divisions of these provinces to focus on which
areas need more attention for the development of Pakistan. For this purpose, Lorenz curves are constructed and Gini coefficients
are calculated from these curves. Firstly, this study concluded that income inequality is greater in Punjab with Gini 0.4 and less
in Balochistan with Gini 0.32. So, it’s very important to reduce income inequality in Punjab for the development of Pakistan
and focus on the Balochistan which is considered as the most deprived province because Pakistan's development not only
depends on Punjab but also on the Balochistan. Secondly, this study analyzed that income inequality is greater in urban areas
and less in rural areas. Results based on divisions revealed that, In Punjab divisions, in Multan, Lahore, and DGK rural areas
there is more income inequality with Gini 0.38, 0.38, and 0.37 respectively. In Islamabad, Sahiwal, and Lahore urban areas,
there is more income inequality than all other urban areas. In Balochistan divisions, in Nasirabad and Quetta urban areas income
inequality is higher with income Gini 0.34 and 0.33 respectively. In Sibbi and Nasirabad rural areas, income inequality is higher
with Income Gini 0.35 and 0.29 respectively. So, for the development of Pakistan every area needs equal attention and equal
distribution of resources. In Punjab and Balochistan Gini coefficient is less than from 2013-14, which indicates that situation is
better than before but it is not satisfactory because percentage change is minor than in Punjab. All areas in which income
inequality is diverged needs more attention and equal distribution as like other divisions and provinces.

People who live in villages should be educated, employment opportunities should be created and developmental expenditures
should be promoted. In villages, two reasons why people are not going to school are discussed which are: too expensive and too
far. Raise the productivity of the poor by Investing in children (quality education and Health), Investing in Infrastructure (rural
roads, electrification), etc. Free skills-oriented programs should be promoted, poor people can also get benefit from these
programs and learn useful skills. People mostly migrate towards the urban areas for better job opportunities. So, there is a need
to provide employment opportunities in rural areas to reduce income inequality.
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