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POLICY

States can hamess their
population to grow

POLICIES THAT MAKE PRODUCTIVE USE OF AVAILABLE RESOURCES ARE CRITICAL

PEOPLE POWER

States contributing to India’s GDP growth
(GDP growth higher than national average)

Population
GDP growth rate

State (India avg 7.99) (India avg 1.55)
Chandigarh 13.12 5.05 |
Delhi 11.86 3.11
Uttarakhand 1.8 1.59 .
Haryana 11.69 1.98 Population
Gujarat 10.8 1.64 growth rates
Bihar 10.83 1.86  |eHICHER
Chhattisgarh 9.78 1.76 average 0
sikkim 9.6 1.58 8
Nagaland 9.54 4.89
Himachal Pradesh  8.88 1.59 |
Andhra Pradesh 9.52 099 | .
Orissa 9.37 1.07 Population
Meghalaya 8.05 1.39 grov:gv:’aé;s
Tripura 8.4 0.99 ;::mal
Arunachal Pradesh 8.79 1.27

average
Kerala 9.55 0.77 |
Population size vs GDP growth rate
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Comparison of state population growth and GDP growth
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DL: Delhi AS: Assam TN: Tamil Nadu  UP: Uttar Pradesh

CH: Chandigarh NL: Nagaland BR: Bihar AP: Andhra Pradesh

KR: Kerala UK: Uttarakhand ~ RJ: Rajasthan AR: Arunachal Pradesh

TR: Tripura HR: Haryana GO: Goa HP: Himachal Pradesh

MG: Meghalaya GJ: Gujarat MZ: Mizoram JK: Jammu & Kashmir

PD: Puducherry CG: Chattisgarh PJ: Punjab MP: Madhya Pradesh

KA: Karnataka SK: Sikkim MN: Manipur AN: Andaman & Nicobar Islands
WB: West Bengal  JH: Jharkhand OR: Orissa MH: Maharashtra
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NDIA is at the centre of the population-versus-
growth debate. With the world's second-largest
population at 1.2 billion, the country must fo-
cus on turning this population into a benefit
rather than a disadvantage. This month, we
look at how states in India can use their popu-
lation size and growth rate to improve their
competitiveness.

TRADITIONAL economic thinking sees
population as a drag on a nation’s eco-
nomic growth. However, with the world
looking towards India as a growing and
vibrant market, her ‘demographicadvan-
tage’ is often touted as her biggest asset.
According to the theory of demograph-
ic dividend, the rate of economic growth
increases due to a rising share of working
age people in a population. For India,
falling fertility rates are resulting in a larg-

er chunk of working-age people, who can
contribute to the GDP and generate high-
er output per capita.

In fact, the International Labour Orga-
nization (ILO) has stated that India will
account for the highest working age pop-
ulationin the next 10 years, inareport re-
leased recently. In the document prepared
for the G-20 Summit held earlier this
month in Seoul, the ILO says that the G-
20 nations will see their working age pop-
ulation between 15 and 64 years increase
by 212 million in the period 2010-2020.
Over 64% of thisincrease will occur in In-
dia alone!

This month’s IFC India State Development
Barometer takes a sharp look at what pop-
ulation really means to the economic
growth of India’s states and analyses how
states can use their demographicssituation
to improve their competitiveness, and
hence, enhance their prosperity.

Rising stars among states

Ttis widely accepted that growth among In-
dian states is skewed, with some prosper-
ous states bearing the burden of growth,
while several other lag in terms of GDP
growth and development parameters.

The average decadal GDP growth figures
show that unexpected states such as Bihar
and Orissa, historically notorious for poor
growth, have exhibited a sustained GDP
growth rate. Bihar, specifically, is notable
for exhibiting a remarkable decadal growth
rate of 10.83% while contributing on a
modest population base. Bihar accounts
for 8.1% to the country’s population, as
seen in the accompanying graph.

Meanwhile, states such as Maharash-
tra, Goa, Punjab and Tamil Nadu, that are
known for their higherlevels of industrial-
isation, human development or agricul-
tural prosperity seem to have slowed in
terms of GDP growth over the past decade.

Size does matter

A large size of population appears to be a
burden on the economy of states such as
Uttar Pradesh, Rajasthan, West Bengal
and Madhya Pradesh. These states are
also usually characterised by low per
capita income and higher disparities.
Large population size is a major factor,

among several others, that is dragging
down the economic growth of relatively
affluent states like Maharashtra, Kar-
nataka and Tamil Nadu. Yet, a few states
such as Bihar, Andhra Pradesh and Gu-
jarat with large populations are exhibit-
ing high GDP growth.

No burden on economic growth
Sixteen states in India have a GDP growth
higher than the national average. Of
these, ten states show a population
growth rate higher than the national av-
erage, while six other states have a popu-
lation growth rate lower than the nation-
al average.

Population growth, considered a bur-
den to economic growth, seems to have
little correlation with GDP growth (corre-
lation = 0.24). Large states such as Bihar,
forinstance, have showed sustained GDP
growth over the decade along with a
steadily rising population, whereas states
such as Punjab and Manipur with slower
population increase are showing GDP
growth rates that are lower than the na-
tional average.

Population, a double-edged sword
Clearly, population is a double-edged
sword. On one hand, the data shows that
there is no dear correlation between
growthin population and GDP. Yet, accord-
ing to the demographic dividend theory, a
large working age population is an asset.

In order to be able to catapult their
growth rates, states need to look closely
at their competitiveness, which in turn
is linked to their level of productivity.
Improved competitiveness leads to im-
proved incomes and better quality of life
across the board. When viewed from
this standpoint, states will be able to de-
velop strategies on how best to utilise
their workforce — small or large, grow-
ing slow or growing fast — to maximise
productivity.

Group 1: States with lower population
growth rates and high GDP growth rates,
such as Kerala, Andhra Pradesh and Oris-
saneed to look closely at the training lev-
els of their workforce and create strategy
to move towards high value sectors and
industries that need a more skilled work-
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force, which are also correspondingly far
more productive.

Group 2: States with healthy GDP and
population growth rates, such as Chandi-
garh, Delhi, Haryana and Bihar must fo-
cus on sectors where they are inherently
competitive because of the presence of
natural resources or traditional skills and
knowledge. These states should find ways
to turn the availability of a large work-
force in their favour by offering suitable
education policies and opportunities. Set-
ting the right priorities is critical to en-
hance competitiveness for this band of In-
dian states.

Group 3: A number of states such as Kar-
nataka, West Bengal, Rajasthan, Tamil
Nadu and Mizoram are performing only
slightly below India’s average GDP
growth rate. These states can quickly cat-
apult themselves into Group 2 with a fo-
cused effort on productivity.

Group 4: A roadmap for enhancing com-
petitiveness is critical for poorly perform-
ing states. Among these, states such as Ut-
tar Pradesh and Madhya Pradesh with
large and growing populations must con-
trol the rate of population growth
through effective healthcare and out-
reach efforts, as arresting population
growth takes time. They also need to har-
ness their large growing workforce effec-
tively and focus on promoting economic
activities that can employ and utilise a
large labour workforce, like certain types
of manufacturing.

Vision for the future

A look at the relationship between the
population and GDP growth serves to
highlight how states in various stages of
growth — both economic and demo-
graphic — can harness their position in
the best possible manner. Thisis best done
by first ascertaining a state’s inherent
competitive edge — these could be re-
sources, sectors, human potential, etc —
and then designing and implementing
policy around this to achieve highly pro-
ductive and efficient clusters that provide
employment, contribute to growing the
GDP and bring prosperity as well.
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