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A number of other constraints have also emerged, such as the decreasing availability of water and agricultural land, which implies that future growth in traditional sectors like agriculture must now also come from productivity increases than from simply applying more inputs

Our country has been undergoing a major demographic transition that offers an opportunity and also presents a potential threat. The population profile of Pakistan has shifted from a high birth rate and high death rate situation to one where a higher birth rate is combined with a decreasing death rate, in turn leading to a major surge in the nation’s population. Now, however, there is evidence of a decreasing death rate, which is paralleled by a falling birth rate.

The current demographic phase that is being witnessed in Pakistan is commonly referred to as a demographic dividend, the implications of which this article will focus on. The basic idea is simple: the demographic dividend is a bulge in the population in the working-age category, and a resultant decline in the dependency ratio or the number of dependent people, including the elderly and the young, in comparison to those within the working-age category.

The implications of such a demographic bulge can be varied. In economic terms, the sort of demographic bulge being witnessed in Pakistan is set to increase the labour supply and production capacity, and even has a positive impact on household savings. The current demographic transition can also prompt improvements in health and education, as fewer children means more expenditure can be directed to each child.

However, these potential benefits are not automatic; they must be earned. The increase in the working-age population merely offers the potential of raising the economic trajectory. In order to realise this potential, the country must create many more productive jobs. This means greatly increasing the rate of capital formation in the country, as well as making major investments in the social field, particularly in health, education, and training.

If this is not done, the increase in the number entering the working age groups will only swell the ranks of the unemployed, and constitute a threat rather than a benefit.

Moreover, it is important to realise that the period of a demographic dividend is not infinite. Like all other things, it comes to an end. This happens when the working-age population ages and expands the numbers of the older dependants, as has been happening in several developed countries like Japan, for instance.

The early instalments of the demographic dividend have started emerging in Pakistan. Let us try to see the evidence in this regard within the context of Punjab, which constitutes over half the population of the whole country.

According to the 1981 census, Punjab had a population of 47 million, of which 24 million were in the 15-64 years age group. In 2005, Punjab had a population of about 86 million, of which about 45 million were in the working-age group. Thus, the number of dependent people outside the working ages has fallen significantly.

The share of the working-age population is projected to increase steadily. By 2025, the population of Punjab will increase to 128 million, of which about 81 million will be in the working-age group. For a number of years, Punjab will be able to harness a much larger labour force, while at the same time carrying a relatively smaller percentage of dependants. The province is thus confronted with a demographic situation that could turn out to be a tremendous opportunity, but which brings with it several serious challenges as well.

At the time of independence, Punjab had a population of about 22 million; in 2009, the population of just three districts (Lahore, Faisalabad, and Multan) would add up to this number — the population of the province has risen above 90 million. The difference between Punjab’s population of 1947 and 2009 is equal to the present-day population of North and South Korea put together.

The number of people in Punjab today is more than four times the number present at the time of partition. Yet, on average, the current residents of the province have higher incomes, and are better fed, housed, clothed, educated, and connected to the rest of the world than their counterparts in 1947. This fact alone clearly illustrates the resilience of the economy, besides being indicative of the progress that the province, along with the rest of the country, has made over the last 60 years.

However, much more work still needs to be done. Recent analysis undertaken within the context of Punjab indicates that if the province is to move steadily towards ‘full employment’, there is a need to create roughly one million new jobs a year in order to absorb all the new entrants to the labour force.

The economy of the province would have to grow quite fast in order to create so many jobs. The World Bank estimates that significantly reducing the current rate of unemployment and underemployment requires the province to have a growth rate of at least 7 to 7.5 percent a year. This is an ambitious target indeed, compared with an average rate of 5 percent a year that the province achieved between 1992 and 2007. Attaining a sustained growth rate of 7 to 7.5 percent a year is likely to require the province to invest much more effort in strengthening its existing institutions, including the efficiency of governance structures.

Moreover, the fact remains that there are major disparities abound between different parts of Punjab itself, what to speak of other parts of the country, which have less political and economic clout, or are plagued by more serious security concerns. Nonetheless, the national government cannot continue ignoring the most basic requirements of all its citizens, no matter which province they belong to.

Sustained and accelerated growth in the future will have to be based on a rather different approach from tried and tested strategies, hoping to increase the incomes of all its citizens by awaiting the elusive benefits of a trickle-down approach. The existing constraints on public spending, as well as the lingering economic recession, demand more priority be given to ensuring that income distribution is made more equitable, while ensuring that essential services — in particular education and health — are delivered to the entire populace.

A number of other constraints have also emerged, such as the decreasing availability of water and agricultural land, which implies that future growth in traditional sectors like agriculture must now also come from productivity increases than from simply applying more inputs. This will require much greater investments to be made in raising the human capital of the national workforce.

Unless these above issues are finally given the priority they deserve, the growing ranks of dissatisfied people in the working-age group will continue to swell, causing not only mass unrest in the immediate future, but also a major burden on the already debt-strapped national exchequer in the coming future, once these unutilised people are no longer within the working age category.
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