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Preface
The present book has been prepared for students of Third Year, B.A., Sixth Semester,

University of Mumbai. In accordance with the requirements of the syllabus, the discussion is
divided into four units. The coverage, organisation and contents of these units are as
follows:

Unit I on ‘Population and Human Resources’ consists of two chapters. The first chapter
discusses the role of population growth in economic development, theory of demographic
transition, microeconomic household theory of fertility and approaches to population policy.
The second chapter focuses on the role of human capital in economic development. We
examine in detail the contribution of education, health and nutrition to foreign investment in
development. The last section discusses the problems and issues in human capital
formation.

Unit II on ‘Structural Development’ also consists of two chapters. The first chapter of
this unit discusses the issue of urbanisation and migration in detail while the second chapter
examines the role of agriculture in economic development.

Unit III is devoted to a study of ‘International Aspects of Development’. Consisting of
four chapters, this unit takes up a discussion in considerable detail of trade strategies,
financing of balance of payments, and the role and importance of foreign investment in
developing countries. The last chapter focuses on MNCs (multinational corporations).

Unit IV on ‘Agencies of Development’ consists of five chapters. The fist chapter of this
unit discusses, in detail, the role of Market and State in economic development. The second
chapter considers the rationale of planning, types of planning and the changing role of
planning in the new neo-liberal economic regime that is fast emerging across the globe in
most of the developing countries. The third chapter of the unit discusses models of
development planning divided under three headings: aggregate growth models, multisector
models (input-output analysis) and project appraisal and social cost-benefit analysis. The
last section of this chapter discusses the issue of gender budgeting. The last two chapters
of this unit consider international institutions – IMF, World Bank and WTO.

We take this opportunity to thank Dr. Divya Misra, Associate Professor in Economics,
Lady Shri Ram College, Delhi University and Mrs. Kiran Puri for their assistance and our
publishers M/s Himalaya Publishing House Pvt. Ltd., for their wholehearted support and
cooperation in bringing out this book. Suggestions for improvement are welcome from all
quarters.

V.K. PURI
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Chapter 1

POPULATION GROWTH IN THE

DEVELOPMENT PROCESS

A large number of developing countries are now passing through the phase of population
explosion. Their level of population has become larger than what can be sustained at existing levels
of development. This population explosion has nullified whatever gains of economic growth had
accrued to them during the past few decades. In this chapter, we plan to discuss the relationship
between population and economic development and shall focus on the following issues:

 Role of population growth
 Demographic transition
 Microeconomic household theory of fertility

 Approaches to population policy.

ROLE OF POPULATION GROWTH

The role of population growth in economic development is very complex, yet in most of the
discussion on this issue unrealistic positions have been taken not only by non-economists, but also by
economists and demographers. Broadly speaking, the views on this relationship fall into two
categories: (1) those that argue that population growth is an obstacle to economic development, and (2)
those that argue that population growth is not an obstacle to economic development but, in fact, may
promote economic development. Let us discuss these views separately.

Population Growth is an Obstacle to Development
Most people who argue that population growth is a major obstacle to development assume that

rapidly growing population would necessarily arrest development by lowering down the land-man
and capital-labour ratios. In an otherwise retrogressive economy because such a thing invariably
happens, a causal relationship is assumed to be existing between population growth and
underdevelopment.

1. Adverse impact on agricultural productivity. In the first place, it is asserted that the
pressure of population on land has been steadily increasing and with it land-man ratio is becoming
increasingly adverse. This, in turn, is proving to be a serious obstacle to development as the pressure
on agricultural land is increasing leading to a decline in cultivated land per capita. The growing
pressure of population on land also results in subdivision and fragmentation of holdings. Productivity
on small, fragmented holdings is bound to be low.

(3)
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2. Adverse impact on employment situation. The rapidly increasing population of the
developing countries has resulted in large-scale unemployment and underemployment. Because of the
failure of the secondary and tertiary sectors to expand employment opportunities at a fast enough rate,
more and more people have to fall back on agriculture to eke out a living. The pressure on agriculture
increases leading to the problem of disguised unemployment. In labour surplus economies like India,
disguised unemployment is said to have assumed serious proportions with the result that the marginal
productivity of labour falls to very low levels and may even touch zero. Thus, while a number of
workers appear to be working, they actually add nothing to total production. Since mostly family
rather than the individual is the employment unit in agriculture in many developing countries, such
persons are supported by the productive members of the household.

3. Adverse impact on per capita income and standard of living. Rapid growth of population
in the developing countries has made it difficult to raise the level of per capita income and the
standard of living of the masses. As noted above, the pressure of population on land has increased
leading, in turn, to low agricultural productivity and large-scale disguised unemployment. Naturally,
these result in low per capita income and low standard of living. The dependency burden in the
developing countries is also greater than in the developed countries since the working force in the
former is required to support almost twice as many children as they do in the latter countries. This
also results in a lower standard of living in the developing countries.1

4. Adverse impact on capital formation. Population growth is claimed to have an adverse
impact on capital formation in the following ways: (i) it reduces the level of savings (and investment)
in the economy; and (ii) it leads to a diversion of capital from directly productive activities to social
overhead capital. As far as the former is concerned, it is said that a large proportion of the income of
the people is spent to meet the consumption requirements of a large family leading, in turn, to a low
level of savings. A low level of savings keeps the level of investment and capital formation low. It is
also maintained that rapid population growth forces a diversion of capital investments from directly
productive activities to social overhead capital. An increasing population has to be provided with
more residential buildings, schools, hospitals, roads, etc. Though such investments do yield returns
yet they are realised after a very long time. The immediate impact is that the availability of capital for
directly productive activities declines.

5. Shortage and import of foodgrains. Because of their rising population, the demand for food
in many developing countries is rapidly increasing. However, because of low agricultural productivity,
the supply of foodgrains has failed to keep pace with their increasing demand. This has led to serious
food crises in many developing countries pushing a number of persons in them to the verge of
starvation at times. This has forced these countries to resort to large-scale imports of foodgrains off
and on. Because their export earnings are limited, such imports of foodgrains have created serious
balance of payments crisis for the developing countries. Their programmes of industrialisation have
also suffered a setback because foreign exchange resources which could have been used to import
capital goods to speed up the pace of industrialisation are used up for the imports of foodgrains.

In addition to the above arguments, it has also been argued that rapid population growth prevents
change in occupational distribution of population in a backward economy “as long as employment

1. A higher dependency burden can also worsen income distribution because a higher proportion of the population is
at the young, low-earning end of the spectrum. See Robert Cassen, “Development and Population,” Economic and
Political Weekly, Special Number 1976, p. 1183.
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creation remains an important goal of economic policy.” Since most low income economies cannot
afford to risk large-scale unemployment, rapid population growth in these countries “postpones the
transformation of traditional economy into one dominated by the manufacturing sector. This is not
only because of the agricultural requirements of growing numbers, but also because of the relative
investment costs of job creation in agriculture and manufacturing.”2

Population Growth is Not an Obstacle
The propositions put forward by the economists who argue that population growth is not an

obstacle to economic development, are basically the following three:
1. The problem is not population growth but other issues.
2. Population growth is a false issue deliberately created by dominant rich-country agencies and

institutions to keep the less developed countries in their underdeveloped, dependent condition.
3. For many developing countries and regions, population growth is, in fact, desirable.3

As far as the first proposition is concerned, the argument is that underdevelopment and not
population is the real problem. Population growth should always be seen in relation to development
of productive forces. In an economy where productive forces remain arrested due to retrogressive
socio-economic relations, favourable land-man ratio will be of little help. The inability to increase
food supplies as fast as the population grows is no longer a bottleneck. This argument put forward by
Malthus and his followers was proved to be wrong long ago in Europe. It evinces lack of faith in the
capabilities of mankind and the technological progress. Economists such as Kuznets, Spengler and
Houthakker have convincingly dispelled all doubts about mankind’s ability to cope with scarcity of
natural resources. Specifically speaking about Indian situation, Subramaniam Swamy has crisply
remarked, “In India, potential for enormous expansion in production exists. In agriculture, we are
among the countries with the lowest yield per hectare. A tenfold rise in yield per hectare would still
not take us near the one attained in Japan. This implies that our lands could feed ten times more
population at the level of technology presently available elsewhere in the world.”4

In fact, it is the poverty of the masses that compels them to opt for large families because a large
family ensures greater income and is, in fact, the only social security they have.

Some economists of the Third World have pointed out that developed countries having only
one-third of world’s population consume 80 per cent of the world’s resources. Therefore, an average
consumer of the developed countries uses up almost sixteen times as much of the world’s food,
energy and material resources as his counterpart in the Third World countries. This shows that the
addition of another child in the developed countries is worth the addition of sixteen children in the
developing countries. Therefore, it is the rich nations who need to curb their “overconsumption.” The
low levels of living in the developing countries are due to this overconsumption by the rich. Thus,

2. Ibid., p. 1181.
3. Michael P. Todaro and Stephen C. Smith, Economic Development (Eighth edition, Pearson Education Asia, 2003),

p. 285.
4. Subramaniam Swamy, “Population Growth and Economic Development” in Ashish Bose, et. al., (eds).

Population in India’s Development (Delhi, 1974), p. 214.
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“this combination of rising affluence and extravagant, selfish consumption habits in rich countries and
among rich people in poor countries and not population growth, should be the major world concern.”5

As far as the second proposition is concerned, it is argued that the cry of ‘overpopulation’ is
raised by the rich countries in order to hold down the development of the poor countries and maintain
the international status quo for their own special self-interest. By blaming the poor countries for
their own poverty, the rich nations get an easy escape for their own ‘misdeeds’ and ‘imperialist
policies’ which have been responsible historically, to a large extent, for the underdevelopment of
the poor countries.

The third proposition is essentially meant for sparsely populated underdeveloped countries
where development has been held back due to deficiency of aggregate demand. A number of
countries in Africa and Latin America have small populations. In all of them, it is ‘under population’
that is holding back growth because it leads to non-utilization of cultivable land, low demand for
industrial goods resulting in low industrial production, etc.

Towards a Consensus
Recent years have seen the emergence of a consensus among the economists who have so far

held opposite positions on the relationship between population and economic development. Now all
agree that the world at large would be much better off if population were to grow more slowly. The
consequences of rapid population growth should neither be exaggerated nor minimised. The essential
components of the intermediate or consensus opinion are as follows:

1. Population growth is not the primary cause of low levels of living, inequalities in income and
wealth, or the limited freedom of choice that characterise most of the developing countries. The
fundamental causes of these problems must be sought, rather, in the ‘dualistic’ nature of the world
economic order and the inability of the economic planning processes in the developing world to
create jobs and income for poor families, especially women.

2. The problem of population is not simply a question of numbers but involves the questions of
quality of life and material well-being as well. Therefore, instead of viewing the problems of the
developing countries within the framework of their own indigenous resources, one must view them
‘in conjuction with’ developed-country affluence in relation to the quantity, distribution and
utilisation of world resources.

3. Nevertheless, rapid population growth intensifies the problems of underdevelopment and
makes prospects for development that much more difficult. Therefore, the developing countries must
undertake serious efforts to control the population growth.

4. Many of the real problems of population arise not due to its overall size, but from its
concentration in urban areas (especially in large metropolitan areas) as a result of accelerated
rural-urban migration. The swelling population of large urban areas leads to the large-scale
emergence of slums where conditions of living are, to say the least, inhuman. The slums have no
sewer systems, no proper drainage facilities, no sanitation, and no proper roads and other civic
amenities. The heavy pressure of population on urban areas also creates many other problems like
non-availability of drinking water, poor public facilities, traffic congestions, many social problems
(like mental diseases, crime, prostitution, alcoholism, drug addiction, social unrest etc.), insufficient

5. Michael P. Todaro and Stephen Smith, op. cit., p. 286.
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health and medical care facilities, unwholesome environment, pressure on administrative services and
urban infrastructure etc. “A more rational and more efficient spatial distribution of national
population thus becomes an alternative, in some countries, to the slowdown of overall
population growth.”

THEORY OF DEMOGRAPHIC TRANSITION

Two theories of population are popular in economic literature: (i) the Malthusian theory, and
(ii) the theory of demographic transition. Malthus propounded his theory in his ‘Essay on
Population’ first published in 1798 and then in 1803. His views can be summarised in three
propositions: (1) Population in necessarily limited by the means of subsistence, (2) Population
invariably increases when the means of subsistence increase, unless prevented by some powerful and
obvious checks, and (3) These checks, and the checks which repress the superior power of population
and keeps its effect on a level with the means of subsistence, are all resolvable into moral restraint,
vice and misery.

These propositions are self-explanatory and require no proof. The basic tenement of Malthus’
theory that became quite popular is that while population tends to increase in a geometric progression
(1, 2, 4, 8, 16 .........) food supply increases in an arithmetic progression (1, 2, 3, 4, 5,......). Thus, while
population doubles itself every twenty-five years, the means of subsistence merely increase by an equal
amount. Therefore, a food scarcity is likely to emerge. The only way to avoid this misery is to exercise
‘moral restraint’ else ‘vice’ and ‘misery’ would take over. Thus, Malthus can be regarded as the
‘father’ of the modern family planning movement. According to him, the possibilities of economic
development are limited unless effective measures are undertaken to check population growth. This
shows that Malthus painted a grim future for mankind. However, Malthus underemphasised the
ingenuity of man. Through various new techniques of production, mechanization, improved seeds etc.,
man has been able to increase the productivity of agriculture manifold so that food supply has matched
food demand and the prophesized ‘doom’ is nowhere in evidence.

Demographic Transition
Modern economists do not adopt the Malthusian framework for population analysis. Instead they

consider the theory of demographic transition for population analysis. According to this theory, every
country passes through three stages of demographic transition. These stages are empirically verifiable.

First Stage: High Birth and Death Rates. In the first stage, both birth and death rates are high.
Hence, the population remains more or less stable. Even if there is a slight increase in the population,
it does not pose any serious problem. Generally, in backward economies where agriculture is the main
occupation of the people, per capita incomes are low. This inevitably results in a low level of standard
of living. Mass of the population in these countries is deprived of even the basic necessities of life. A
large number of people live on inadequate and unbalanced diet, their housing conditions are appalling
and in the absence of opportunities for education, their outlook towards life becomes unscientific and
irrational. Under these circumstances when medical facilities are also limited, the mortality rate is
bound to be high. Lack of education, superstitions and such other social evils result in high birth rates.
In an agrarian economy, certain economic factors also induce people to have more children. Coale
and Hoover have remarked, “These beliefs and customs are reinforced by the economic advantages to
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a peasant family of large number of births. The burden of child care rests primarily on the women in a
peasant society and the costs of educating children are minimal because of the low level of education
given. Children contribute at an early age to agrarian production and are a traditional source of
security in the old age of parents.”6 Furthermore, people are generally indifferent towards family
planning; they have neither the desire nor necessary knowledge for restricting the size of the family.
Hence, the birth rate remains high. In the first stage of demographic transition, the high birth rate is
matched by an equally high death rate, and thus, population remains stable over a long period.

Second Stage: Declining Death Rates but High Birth Rates. The second stage of
demographic transition is characterised by rapid growth of population. With the beginning of the
process of development, there is some improvement in the living standards of people; education,
medical and health facilities increase; and governments make special efforts to check small pox,
malaria, cholera, plague etc. These developments generally bring down the death rate. But as long as
society remains primarily agrarian and the education remains confined to a narrow section of the
society, attitude of people towards the size of family does not change radically and the birth rate
remains high. In the second stage of demographic transition, the birth rate generally stays around
49 per thousand, whereas the death rate comes down to roughly 15 per thousand. Consequently,
population increases at an annual rate of 2.5 per cent. In a country where economy has not grown
adequately for a long time and most of the people are below poverty line, this is really a grave
situation. Economists call it population explosion. For the past five decades, India’s experience in
respect of population growth has been precisely as described above.

Third Stage: Falling Birth and Death Rates. The third stage of demographic transition occurs
when the process of industrialisation accompanied by modernisation and urbanisation gains strength
and education becomes widespread. In this situation, birth rate shows a tendency to fall and the
falling birth rate converges with lower death rate. As a result, population either becomes stable or
grows very slowly. Industrialisation results in overcrowding in cities and the housing problem
compels people to revise their attitudes towards the size of the family. Their experiences of the urban
life help them in understanding the advantages of having a small family. Education (despite all its
limitations) undermines the influence of customs and religion and, in course of time, scientific
enquiry takes the place of faith in social life. This reinforces people’s desire to have smaller families.
When the process of economic development gets accelerated, women seek all kinds of employment in
order to increase family earnings. For working women, upbringing of children is not an easy task.
Furthermore, in industrial societies, there are very few employment opportunities for children. In
economic terms in these societies, a child remains a burden on the family until he completes his
education. In most of the cases, some technical training is also necessary alongwith some general
education. Thus, both social and economic factors deter a large number of people from having too
many children, and in course of time, the birth rate declines from about 40 per thousand to about 20
per thousand. Once this happens in a country, its population problem is solved once for all, and the
critical phase of population explosion is over.

The three historical stages of the demographic transition are depicted in Figure 1.1 on next page:

6. A.J. Coale and Edger M. Hoover, Population Growth and Economic Development in Low Income Countries
(Princeton: Princeton University Press, 1977), p. 10.
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Fig. 1.1: Theory of Demographic Transition

Theory of Demographic Transition and Developed Countries
In now developed countries of Western Europe, Stage I roughly coincides with the period before

the early nineteenth century. During this period, birth rates hovered around 35 per 1,000 while death
rates fluctuated around 30 per 1,000. Therefore, population growth rate stood at about 5 per 1,000, or
less than 0.5 per cent per annum. Around the first quarter of the nineteenth century, death rates started
falling slowly due to the development of modern medicines and public health technologies. This can
be regarded as Stage II of Western Europe’s demographic transition. Stage III can be regarded to have
started late in the nineteenth century with both birth rates and death rates falling to low levels with the
result that the overall rates of population growth seldom exceeded the 1 per cent per annum level.

Theory of Demographic Transition and Developing Countries
Beginning in the 1940s and especially in the 1950s and 1960s, Stage II of demographic

transition occurred throughout most of the developing countries. “The application of highly effective
imported modern medical and public health technologies caused LDC (Less developed countries)
death rate to fall much more rapidly than in nineteenth-century Europe. Given their historically
high birth rates (over 40 per 1,000 in many countries), this has meant that Stage II of the LDC
demographic transition has been characterised by population growth rates well in excess of 2.0 per
cent per annum.”7

With regard to Stage III, Todaro and Smith divide developing countries into two categories. In
the first category fall countries in which modern methods of death control combined with rapid and
widely distributed rises in levels of living have resulted in death rates falling as low as 10 per 1,000
and birth rates also falling rapidly, to levels between 20 and 30 per 1,000. The countries include
Taiwan, South Korea, Costa Rica, China, Cuba, Chile and Sri Lanka which have entered Stage III of
their demographic transition and have experienced rapidly falling rates of overall population growth.
In the 1980s and 1990s, many other countries like Colombia, Indonesia, the Dominican Republic,

7. Michael P. Todaro and Stephen C. Smith, op. cit., p. 273.



10 Growth and Development

Malaysia, Mexico, Kenya, South Africa, Brazil etc. also appeared to have joined the above list of
countries.

However, in some developing countries after an initial period of rapid decline, death rates have
failed to drop further, largely because of the persistence of widespread poverty and low level of living
and also because of the AIDS epidemic. Moreover, birth rates have continued to be at a high level due
to low level of living. As a result, the overall population growth rates have tended to be high. Thus,
these countries, including many of those in Sub-Saharan Africa and Middle East, are still in Stage
II of their demographic transition. Though fertility is declining, it remains much higher as compared
with other parts of the world.

MICROECONOMIC HOUSEHOLD THEORY OF FERTILITY

In this section, we propose to discuss the microeconomic determinants of household fertility. In
conventional consumer theory, we assume that a consumer tends to maximise his utility (or
satisfaction) from a range of consumer goods subject to his income constraint and the relative price of
other goods. It is this framework of analysis that is applied in microeconomic theory of fertility
analysis. In this analysis, children are considered as a special kind of consumption (and in
underdeveloped countries, investment) good so that fertility becomes a rational economic response
to the consumer’s (or family’s) demand for children relative to other goods.8 We expect the
demand for children to vary directly with income (i.e., higher the level of income, larger is the
demand for children) and inversely with the price (or cost) of children (i.e., higher the cost of rearing,
lower is the demand for children). We also assume that the demand for children varies inversely with
the strength of tastes for other goods relative to children. Mathematically, these relationships can be
expressed as follows:

D = f(Y, Pc, Px, tx), x = 1, 2, 3, ….. n

where the demand for children D is a function of the given level of family income Y, the ‘net’
price of children Pc (where ‘net’ price is the difference between cost of child rearing and benefits),9

the prices of all other goods Px and the tastes for other goods relative to children tx.

Figure 1.2 provides a simplified diagrammatic presentation of the microeconomic theory of
fertility. The number of desired children is measured along the horizontal axis, and the total quantity
of other goods consumed by the parents (denominated in terms of money) on the vertical axis.

The different commodity-children combinations giving different levels of satisfaction are
presented in the form of four indifference curves. IC1, IC2, IC3 and IC4. Each indifference curve
depicts a locus of commodity-children combinations that yield a particular (or specific) amount of
satisfaction. Any point (or combination of goods and children) on a higher indifference curve
represents a higher level of satisfaction than any point on the lower indifference curve.

8. Ibid., p. 280.
9. The costs of child rearing take two forms. First, there are what may be called the ‘direct costs’ of children — they

need to be fed, clothed, kept in good health, looked after and schooled. Second, there are the ‘indirect costs’ (or
opportunity costs) of children that are measured by the amount of income foregone in the process of bringing up
the child. Time spent at home with the child is time not spent earning income, so the opportunity cost of children
is roughly proportional to the going wage rate multiplied by the number of hours spent on parenting. See Debraj
Ray, Development Economics (Delhi, 1999), pp. 314-5.
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Fig. 1.2: Microeconomic Theory of Fertility

Now let us consider the budget line. The initial budget line in Figure 1.2 is taken to be AB. If the
household under consideration has no children at all, it spends the whole income on ‘other goods’ –
thus it is at point A on the vertical axis. As the number of children begins to rise, the income left for
‘other goods’ will begins to fall. It will fall for two reasons: First, there are the direct expenses of the
children. Next, earned income falls as well, because one or both parents spend some time to look after
the child. This trade-off traces out the budget line AB. When the number of children is very large, the
residual income to the parents drops to zero — this is the point B at which the budget line cuts the
horizontal axis.

According to the microeconomic theory of fertility, the household chooses from among all
attainable combinations that combination of goods and children which maximises the family
satisfaction. For indifference curve IC1 and budget constraint AB, the point of maximum satisfaction
is E where budget line touches the indifference curve. Thus, OM children and ON other goods will be
demanded.

Let us now suppose that the household income increases while all other factors remain
unchanged. Thus, the budget line AB moves parallel upward to the new position AB. This enables the
household to reach the higher indifference curve IC4. The new equilibrium point is H where the
household has more number of children and also a larger quantity of ‘other goods’. If there is an
increase in the price (or opportunity cost) of children relative to other goods, the budget line will take a
position such as AB in Figure 1.2. This budget line touches a lower indifference curve IC2 (at point F).
Thus, the new equilibrium is at point F where the number of children is OM1 and ‘other goods’ ON1.

Let us now consider the case where income and net child price both increase. For instance, let us
suppose that female employment rises and, at the same time, wages also increase. As a result, the
household income will increase. Now suppose that the net child price also rises as there is a tax on
children beyond a certain number per family. The joint effect of these two tendencies will be both an
outward shift and downward rotation of the budget line. Let us suppose that the new budget line is
CD. This gives the new utility-maximising point on indifference curve IC3 as G which depicts a fewer
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number of children per family as compared with the original point of equilibrium E on curve IC1. In
other words, “higher levels of living for low-income families in combination with a relative
increase in the price of children (whether brought about directly by fiscal measures or indirectly by
expanding female employment opportunities) will motivate households to have fewer children
while still improving their welfare.”10

Microeconomic Theory of Fertility and Developing Countries
As stated earlier, in developing countries, children are seen partly as economic investment goods

in that there is an expected return both in the form of child labour (usually on the family farm) and the
provision of financial support in the old-age. Balanced against these benefits are the two principal
elements of cost: the opportunity cost of mother's time (the income she could earn if she were not at
home caring for her children) and the actual and opportunity cost of educating children. The
microeconomic theory of fertility applied in this framework of the developing countries concludes
that “when the price or cost of children rises as a result of, say, increased educational and
employment opportunities for women or a rise in school fees or the establishment of minimum-age
child labour laws or the provision of publicly financed old-age social security schemes, parents will
demand fewer additional children, substituting, perhaps, quality for quantity or a mother's
employment income for her child-rearing activities. It follows that one way to induce families to
desire fewer children is to raise the price of child-rearing by, say, providing greater educational
opportunities and a wider range of higher-paying jobs for young women”.11

There is strong empirical support for the microeconomic theory of fertility in the developing
countries. It has been found in a number of these countries that high female employment opportunities
outside the home and greater female literacy are associated with significantly lower levels of fertility.
As women become better educated, they tend to earn a larger share of household income and to
produce fewer children.

APPROACHES TO POPULATION POLICY

Developing countries can be classified into two categories: (1) those having a high pressure of
population, and (2) those having a small total population in relation to land. The latter suffer from no
population problem as such and need not initiate any programme to control population growth
(a number of Latin American and African countries come under this category). It is the former group
of countries that is worried about controlling population growth because this is necessary to improve
the economic lot of the poor and the downtrodden. Population policy for these countries requires,
broadly speaking, the following three-fold measures: (1) Economic measures; (2) Social measures;
and (3) The Family Planning Programme.

Economic Measures
The size of the population is a given datum and it is neither desirable nor possible to reduce it.

Under these circumstances, vigorous efforts are needed on the economic front. As a matter of fact,
only economic measures can ensure a permanent solution to the problem. But the implementation of

10. Todaro and Smith, op. cit., p. 283.
11. Ibid., pp. 183-4. Emphasis added.
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economic measures is not an easy task; it takes a rather long time to carry-out economic programmes.
Of the various measures that are being suggested by the economists, the following are the
more important.

1. Expansion of the industrial sector. The family size of the people employed in the industrial
sector is smaller than that of the people who are employed in the agricultural sector. The basic reason
for this is that in the agricultural sector, any number of people can work on the family farm, though
some of them hardly make any contribution to the output. In contrast, industrial workers are aware of
the difficulties in getting employment and are interested in restricting the size of family. Moreover,
higher productivity in the industrial sector makes industrial workers conscious of their standard of
living. Workers living in cities develop keen desire to possess TVs, watches, mobile phones, electric
fans, bicycles, etc. They realise that in order to obtain all these things they must restrict the size of their
family. But the process of industrialisation is a lengthy one and is at present arrested by the small size
of the market in the developing countries. Therefore, until State undertakes radical measures to create
conditions for rapid industrialisation, one should not expect quick results in this sector.

2. Creation of employment opportunities in urban areas. Urbanisation is concomitant of
industrialisation, but besides industrial development there can be many other factors which contribute
to the growth of urban centres. In order to induce people to migrate from the countryside to cities, the
government must create job opportunities in these places. If this programme is carried out in an
effective manner and the migration of rural population to urban areas starts in a big way, it may prove
to be a powerful check on the growth of population. The housing problems and cost of upbringing of
children are the two factors which usually deter people from having big families. Therefore, due
attention has to be paid to create conditions that ensure transfer of population from villages to urban
centres and the country people do not unnecessarily hang on to their jobs in their native places which
hardly provide subsistence living.

3. Equitable distribution of income and removal of poverty: Poor people have virtually no
interest in limiting the size of their family. While living in poverty conditions, they often lose human
qualities and at times get alienated even from themselves. This is undoubtedly a sad affair, at the
same time, it is a stark reality. Therefore, as long as their human virtues are not restored, no one
should expect them to become conscious towards family welfare. So far most of the poor people have
not benefited from economic growth in developing countries. They should not be denied gains of
economic development any more. Sooner they are freed from their existing sub-human living
conditions, the better for the society. Once the poor people start getting basic amenities of life, they
will have no economic compulsion to have more children and their attitude towards their families will
undergo a change. In the changed situation, not only will they become conscious of the number of
children they should have but will also undertake every possible effort to make the life of their
children as comfortable as they can. In order to realise this objective, a drastic change is required in
the system of income distribution. However, this may not be possible in the existing social
framework prevailing in these countries. But the minimum which the State can do is to guarantee the
right to work and ensure a living wage to everyone.

Social Measures
Population explosion is as much a social problem as it is an economic problem. Many of its

causes are deep rooted in the social life of the country. Illiteracy, superstitions, orthodoxy and
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deplorable condition of the women are social maladies, and all of them have contributed to population
explosion. In order to bring down the birth rate, all these social evils must be removed.

1. Education. Contribution of education in bringing down the birth rate is significant. It often
changes the attitude of a person towards family, marriage and the number of children he should have.
Most educated people delay their marriage and prefer to have small family. Education, by making a
frontal attack on orthodoxy and superstitions, induces people to practise family planning. There is an
added reason why education proves to be an effective instrument of population control. When
education is widespread, both boys and girls are sent to schools and colleges. This automatically
delays marriages and thus reduces reproductive span of women.

2. Improving the condition of women. In most of the developing countries, there is a
discrimination in social life and the position of women is inferior to that of men both socially and
economically. This is perhaps the most important reason why education is less among women and, in
its absence, they are quite indifferent towards family planning. Moreover, the discrimination between
men and women in the society leads to the growth of family size. For many people, a son enhances
the prestige of the family, performs useful religious rites and provides security in old-age. These
notions are based on false values and are hardly relevant in a modern society. But people will not
shed these ideas unless the condition of women improves. In a backward social milieu, women will
not be generally allowed to exercise their discretion in respect of the number of children they should
have. Due to backward consciousness, they may not even resent this denial of right to them. This is
certainly a deplorable condition and should not be allowed to persist indefinitely.

As far as bringing down the fertility rates is concerned, education of women plays a very
important role. Empirical studies show that where women are excluded from secondary education, the
average number of children per woman is seven. In countries where half of women go to secondary
school, the average number of children is three.12 Figure 1.3 shows the strong negative relationship
between female literacy and the reduction in fertility across 93 countries.

Fig. 1.3: Female literacy leads to a drastic fall in fertility — Data on fertility rate and female literacy for
93 countries for the year 1990

Source: A.P. Thirlwall, Growth and Development (Palgrave Macmillan, Eighth edition, 2005), Figure 8.4, p. 266.

12. A.P. Thrilwall, Growth and Development (Palgrave Macmillan Press Ltd., Eighth edition, 2006), p. 265.
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Education for women reduces fertility on account of the following reasons: (i) work and child
rearing are to some extent competing activities and working women prefer to have a smaller number of
children so that there is less interference in their work; (ii) educated women want their own children to
be educated, which raises the cost of having children; (iii) education and literacy make women more
receptive to information about contraception; (iv) education improves the status, bargaining power and
independence of women, encouraging and enabling them to make their own choices.13

3. Raising the minimum age of marriage. Since fertility depends to a great extent on the age at
marriage, it is necessary that every possible social, legal and educative measure is undertaken to raise
it. Age at marriage is generally very low in most of the developing countries and the governments
have therefore enacted legislations to raise it. For example, India raised the minimum age of marriage
to 21 years for men and 18 years for women in 1978. China has raised the minimum age of marriage
for women to 23 years and for men to 26 years.

The legislative measure of raising the minimum age of marriage has not been successful in
achieving its objective in developing countries excepting China. This is due to the reason that “an
effective implementation of such legal enactments is virtually impossible because of fears in rural
areas about the safety of an unmarried daughter, widespread illiteracy, lack of awareness about legal
prescriptions, the inadequate coverage of the vital registration system which can generate evidence on
age, etc.”14

Family Planning Programme
The importance of family planning programme as a device in controlling population explosion is

universally recognised. This programme, wherever it has been accepted, has brought birth rates down.
For instance, in Costa Rica, Korea and Singapore birth rates fell by 35 to 48 per cent between 1965
and 1985. Even the communist countries have shed their bias against family planning programme and
have become receptive to the idea of small family norm. In China, for example, the State has
approved of one child norm and has succeeded in bringing down the birth rate to 17 per thousand in
1997 from 38 per thousand in 1965. Publicly sponsored or officially supported family planning
programmes now exist in most developing countries. Today, only a few large countries such as
Ethiopia, Myanmar, Nigeria and Congo (Dem. Rep.) do not have such publicly supported or officially
endorsed family planning programmes.

Family planning programmes generally have the following constituents:
1. Public information programme. Under public information programme, couples in the

reproductive age are explained usefulness of family planning. This is considered necessary for raising
the level of consciousness of the people without which they will not accept any family planning
programme. The governments can use all media of publicity, including cinema, radio, television,
posters and newspapers to publicise the importance of family planning. Once the idea of family
planning catches up the imagination of the people, they will themselves voluntarily start practising it.

2. Incentives and disincentives. The governments of many developing countries are
experimenting with various incentives and disincentives to restrict the population size. Some

13. Ibid., pp. 265-6.
14. Pravin Visaria and Leela Visaria, “Indian Population Scene after 1981 Census — A Perspective”, Economic and

Political Weekly, Special Number 1981, p. 1745.
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governments give cash prizes to persons going in for sterilisation or adopting other family planning
methods. Various disincentives for large families have also been proposed and some carried out. For
example, Singapore is limiting paid maternity leave to maximum of two children, scaling the delivery
fee according to child numbers, and reducing income-tax relief from five to three children. In Taiwan,
there is an experiment in a rural township in which the local government is depositing funds into bank
accounts for young couples to cover the costs of educating their first two children. However, if the
couple has a third child, part of his money is forfeited. It is all forfeited at the birth of the fourth child.
The Chinese Government initiated a tough new drive in 1980 to control birth rate. Priority is given to
one-child families in housing, medical care and education. Mothers of two or more children are often
denied promotions, and steep fines are imposed for the second and third children. Social and political
pressures to limit family size to one child require women to appeal to the commune or neighbourhood
committee for formal permission to become pregnant. While first births are generally approved in a
routine way, second births are approved only if the first child has a serious birth defect or if the
woman has remarried.15

3. Coercion. Some governments have used the power of State legislation and penalties in a bid
to coerce people into having smaller families. An ugly form of such coercion was seen during the
period of emergency in India in 1976 when the government resorted to forced sterilisation. This
caused widespread resentment among the people and led to the defeat of the government in the
general election held in 1977. The Indian experiment clearly showed that coercion is not only
politically unacceptable, it also hurts the dignity of the people and is counter-productive. However, as
shown above, China’s current policy borders on, what Todaro and Smith call, ‘overt coercion’.16

In conclusion, it must be pointed out that population policy in developing countries must involve
a judicious mix of economic, social and family planning measures. Most of the developing countries
have tended to place much more emphasis on family planning measures than desirable and have
tended to ignore the economic and social measures. Unless attempts are made to raise the level of
income and education of the poor, birth control measures alone will be of no avail, because as we
have considered earlier in this chapter, a large number of children is an asset and not a liability for the
poor families in these countries since extra children implies extra earning hands.

KEY POINTS

1. Some economists have argued that population growth is an obstacle to economic development as it
has an adverse impact on agricultural productivity, employment situation, per capita income and
standard of living and capital formation. It also leads to shortage of foodgrains.

2. According to some other economists, the problem is not population growth but some other issues.
3. According to the Theory of Demographic Transition, every country passes through three stages of

demographic transition. In the first stage, both birth and death rates are high and thus the population
remains stable over a long period. In the second stage, while death rate falls steeply, the birth rate
remains stubbornly high. Therefore, this stage is marked by rapid population growth. In the third
stage, birth rate shows a tendency to fall and the falling birth rate converges with lower death rate.
As a result, population either becomes stable or grows very slowly.

15. Michael P. Todaro and Stephen C. Smith, op. cit., p. 295.
16. Ibid., pp. 296.
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4. According to the microeconomic theory of fertility, “higher levels of living for low-income families
in combination with a relative increase in the price of children (whether brought about directly by
fiscal measures or indirectly by expanding female opportunities) will motivate households to have
fewer children while still improving their welfare”.

5. Population policy requires the following three fold measures: (i) Economic measures, (ii) Social
measures, and (iii) The family planning programme.

6. The important economic measures include: (i) expansion of the industrial sector, (ii) creation of
employment opportunities in urban areas, and (iii) equitable distribution of income and removal of
poverty.

7. Social measures include: (i) Education, (ii) Improving the condition of women, and (iii) Raising the
minimum age at marriage.

8. Family planning programmes generally have the following constituents: (i) Public information
programmes, (ii) Incentives and disincentives and (iii) Coercion.

QUESTIONS

1. Do you think population growth is an obstacle to development? Give reasons for your answer.
2. What are the various stages of demographic transition?
3. Discuss the microeconomic household theory of fertility. How is it relevant for developing

countries?
4. Discuss the main contours of population policy in the context of developing countries facing

population explosion.
5. Write short notes on:

(i) The dependency burden
(ii) Social measures to bring down the birth rate

(iii) Constituents of family planning programme
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