
MODULE – 2 (Lecture no. 5) 

Topic: Population Growth and Economic Development 

Prepared by: Dr Jaya Mukherjee 

 

 

 

 

 

 

 

The relationship between population growth and economic development is a complex one. 

On the one hand, rapid population growth implies a growing labour force, expanding 

domestic market and economies of large-scale production; on the other hand, it implies more 

mouths to feed, reduced savings and pressure on environmental resources. Moreover, the 

pattern of population expansion and its interaction with the process of economic growth and 

development has been different in different parts of the world. It is, therefore, important to 

understand the magnitude of the population problem, the dynamics of population growth and 

the socio-economic implications of changes in the size and composition of population. This 

will facilitate the integration of population policy with the broader aspects of development 

policy of nations. 

I. Population Problem and Growth Pattern of Population 

The world population stood at 7.67 billion in the year 2020 as per World Bank data 

(www.worldbank.org). This implies an increase of about 1.56 billion since the beginning of 

this century. The present rate of population growth in the world is 1.08% per annum. 

However, rates of population growth vary widely across the world. World Bank data shows 

that the annual average rate of population growth varies from 0.4% in the high-income 

countries to 2.6% in the low-income countries. Consequently, more than 80% of the world 

population is concentrated in the low and middle income countries. Table 1 shows the 

distribution of world population by region and the rates of population growth in these regions 

for the year 2020. 

Learning objectives: 

1. Know the present distribution of world population 

2. Explain the factors affecting population growth 

3. Study the contradictory effects of population growth on economic growth and development 

4. Understand the process of demographic transition and its implications 

5. Describe the inter-linkages among population growth, poverty and the environment 

 

http://www.worldbank.org/


Table 1: World Population by Region, 2020 

 Population 

(billions) 

Population 

(%) 

Population Growth 

Rate of Natural 

Increase (%) 

Net Migration 

Rate (%) 

World 7.77 100 1.1 0 

Africa 1.34 17.21 2.6 -1 

Asia 4.63 59.51 1 0 

Europe 0.75 9.61 -0.1 2 

Latin America & the 

Caribbean 

0.65 8.38 1 -1 

North America 0.37 4.73 0.3 3 

Oceania 0.04 0.55 1 6 

Source: Data from Population Reference Bureau, World Population Data Sheet, 2020 

 

It is clear from Table 1 that more than three-quarter of the world population live in Asia and 

Africa. The rate of population growth is quantitatively measured as the percentage yearly 

change in population size due to natural increase and net international migration. Natural 

increase measures the difference between birth rate (number of live births per thousand 

population per year) and death rate (number of deaths each year per thousand population). So 

if we assume the birth rate to be 40 per 1000 and the death rate to be 15 per 1000, then the 

rate of natural increase will be equal to (40-15)/1000 = 25 per thousand, or 2.5% per annum. 

Net international migration is defined as number of persons immigrating into a country minus 

number of persons emigrating from that country in one year. Net migration rate is the 

number of net international migrants per thousand population. It was a very important source 

of population increase in North America, Australia, and New Zealand (and a corresponding 

decrease in western Europe) in the nineteenth and early twentieth centuries. However, it is of 

limited significance today and population increases in developing countries depend almost 

entirely on the difference between their birth and death rates. Table 1 shows the rates of 

natural increase and net migration rates in different parts of the world in the year 2020. It is 

observed that the rate of natural increase is highest in Africa while it is actually negative in 

Europe. 

 

The issue of population growth is of crucial significance because it can act both as a stimulus 

as well as an obstacle to economic growth and development. The traditional view is that high 

levels and rates of growth of population constitute the primary cause of underdevelopment. 

The following reasons have been forwarded as to why rapid population growth can act as a 

limiting factor to development.  



1. High rate of population growth increases consumption expenditure thereby reducing 

savings. This reduces investment leading to less capital formation, low productivity 

and low rate of economic growth.  

2. High rate of population growth reduces per capita availability of social overhead 

capital. 

3. Rapid population growth puts pressure on food supplies and environmental resources.  

4. A large population leads to socio-economic problems like unemployment and 

poverty. 

 

However, there exists a contradictory stream of thought which argues that rapid population 

growth is really not a problem by itself, but is actually a manifestation of other more 

fundamental problems of underdevelopment. Some theories and empirical evidences even 

suggest a positive relationship between population growth and the growth of output per unit 

of labour. Some of the possible explanations forwarded in support of this hypothesis are as 

follows.  

1. An increase in population can lead to an increase in labour force leading to higher 

levels of output (assuming a positive marginal product of labour). 

2. A large population provides a large domestic market. 

3. The size of the population determines the scale of production and the economy can 

enjoy the economies of scale resulting from large scale production. 

4. Technological progress can help food supplies to grow at a rate higher than the rate of 

population growth thus offsetting the negative impact of rapid population growth. 

 

Amidst these controversies surrounding the issue of population policy, economists are slowly 

coming to the consensus that although rapid population growth does intensify the problems of 

underdevelopment, it is not the primary cause of low levels of living in developing countries.  

II. Theory of Demographic Transition 

Modern history of population growth reveals that almost all developed countries of the world 

have passed through the same three stages of population expansion. In Stage I, both birth and 

death rates are equally high leading to a stable or slow growing population. This is usually 

the stage before economic modernization. Stage II is characterized by high birth rates and 

falling death rates resulting in sharp increases in population growth. This is generally the 



stage of economic development when higher incomes and better health facilities lead to a 

marked reduction in death rates while birth rates continue to be high. Finally, the countries 

enter Stage III when birth rates also start declining and a combination of low birth and death 

rates brings down the rate of population growth. This is the stage when spread of modern 

education and ideas creates greater awareness among people and brings about a decline in 

fertility levels. This transition from a stable or slow growing population to rapidly increasing 

population and then again to declining rates of population growth is known as demographic 

transition. The process of demographic transition can be explained with the help of the 

following diagram (downloaded from papp.iussp.org).  

 

Fig. - 1 

Fig. - 1 shows that initially high birth and death rates result in a stable population (Stage I). 

Stage II can be broken down in two parts. It begins with a phase when death rates fall without 

an accompanying fall in birth rates leading to population explosion (rapid and dramatic rise 

in population within a relatively short period of time). This is followed by a phase when birth 

rates also start declining but is still much higher than the death rate leading to a fast growing 

population. Stage III is once again characterized by a stable population resulting from low 

birth and death rates. Most developed countries of the world have entered Stage III while the 

developing countries are mostly in Stage II. Since the theory of demographic transition is 

based on actual population growth rates, it is widely accepted as a satisfactory theory of 

population growth. 

One important consequence of demographic transition is that it brings about significant 

changes in the age structure of the population which has wide-ranging socio-economic 



implications. During the process of demographic transition, there comes a stage when the 

proportion of young people in the population becomes very high. As a result, countries can 

reap a demographic dividend – accelerated economic growth resulting from an increase in 

the proportion of the working-age population. India and many other developing countries are 

presently enjoying a relatively young population.  

However, during later stages of demographic transition, low fertility rates reduce the growth 

rate of the working-age population leading to a top-heavy population pyramid representing a 

higher proportion of elderly people in the population. This increases the old-age dependency 

burden of the country. The old-age dependency burden is the ratio of elderly people aged 65 

years and above (when they are generally economically inactive) to the number of 

working age population aged 15-64 years (considered to be economically active). At present, 

many developed countries are facing this problem. 

Thus, the theory of demographic transition helps in explaining socio-economic variations 

observed in different parts of the world. Because the transition is a global phenomenon, the 

fact that various parts of the world are at different stages of demographic transition helps us 

to anticipate changes that are likely to come in the coming years. 

 

III. Population, Poverty and Environment 

Rapid population growth has led to land, water and fuel shortages in many parts of the world 

and health crises stemming from a polluted environment. In many parts of the world, an 

increase in population density has led to severe and accelerating degradation of ecological 

resources. To meet the expanding needs of the population in developing countries, natural 

resource exploitation has occurred in a manner and on a scale that is unsustainable in the long 

run. Environmental degradation can slow down the pace of development by imposing two 

types of costs on the economy: (i) affecting the health of the population, and (ii) reducing the 

productivity of resources. A very important aspect of this problem is the fact that poverty is 

intricately linked to environmental degradation. Partly due to economic necessity and partly 

due to ignorance, poor people often end up exhausting or destroying the natural resources on 

which they depend for their survival. This creates a self-defeating situation and developing 

countries are seriously affected by this problem. 

 



More than half of the economically active population in the developing countries are 

dependent on agriculture, hunting, fishing or forestry for their livelihood. Rapid population 

growth in these countries puts pressure on land leading to a fall in agricultural productivity. 

Since marginal land is mostly cultivated by the poor people, they have to bear huge losses. 

The problem is aggravated by the poor people’s lack of access to institutional resources, 

insecure land tenure rights, lack of credit and inputs and absence of information. Moreover, 

poverty is usually accompanied by high fertility rates that makes the situation worse. So they 

are unable to preserve the environmental assets from which they derive their livelihood.  

 

Another aspect of this problem is that access of the poor people to the environmental 

resources is often highly inequitable. In many countries, the poor have been losing control of 

their traditional natural resource commons, including forests, fields, and fishing areas, to new 

private property rights arrangements or to corrupt public land management. Thus, the rural 

poor lack access to adequate farmland or other resources (such as forests, grazing land for 

cattle, water bodies for fishing, etc.) for earning their livelihood from nature. This has 

severely affected the lives of the poor.  

 

Since there exists a complex nexus among population growth, poverty and environment, any 

policy targeted at any one of these would fail unless it takes this interdependence into 

account. So policies of environmental degradation should also address the issues of 

population and poverty, and vice versa. Only a holistic approach to development can solve 

this problem in the long run. 

 

 

 

 

 

 

 

 

 

 

Key takeaways: 

1. The rate of population growth is quantitatively measured as the percentage yearly change in 

population size due to natural increase and net international migration. 

2. Population growth can act both as a stimulus and as an obstacle to economic growth and 

development. 

3. Demographic transition brings about significant changes in the age structure of the population 

which has wide-ranging socio-economic implications. 

4. Accelerated economic growth resulting from an increase in the proportion of the working-age 

population is known as demographic dividend. 

5. Partly due to economic necessity and partly due to ignorance, poor people often end up exhausting 

the natural resources on which they depend for their survival. 
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