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Abstract 

Demographic transition has been experienced by every country. Demographic dividend not only 

depends on changing age structure but also on human capital. With more people in the labor 

force and fewer children to support, a country has a window of opportunity for economic growth 

if the right social and economic investments and policies are made in health, education, 

governance and the economy. Indian economy has been experiencing a steady economic growth 

rate for the last two decades (though in recent times it shows a declining trend). The most 

significant feature of  this  growth phenomenon is that it has been service sector led growth and 

there has been marked changes in employment pattern. More skillful, technically sound 

,computer literate, vocationally trained human resources are required to achieve faster economic 

growth. The higher education system in India has undergone massive expansion in the post 

independence period with a national resolution to establish several universities, technical 

institutes, research institutions professional and non-professional colleges across the country. 

After independence the Government of India laid stress on Primary Health Care and India has 

put in sustained efforts to better the health care system across the country. But Indian higher 

education system has certain limitations such as inadequate physical infrastructure, lack of 

quality and excellence & dearth of quality faculty members etc. The government initiative was 

not enough to meet the demands from a growing population be it in primary, secondary or 

tertiary health care.The present study tries to highlight whether India would be able to transform 

her favorable demographic structure into demographic dividend or face a disaster.                     

Keywords: Demographic structure, Demographic dividend, Economic growth, Education, 

Healthcare. 
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Introduction   

Demographic Dividend is a well known phenomenon in development economics.Demographic 

transition has been a historical process as nearly every country undergoes from a regime of high 

fertility and high mortality to one of low fertility and low mortality Fertility decline is the most 

important factor in demographic as well as age structural transition. The consequence of the age 

structural transition is the growing ratio of working to non-working population, while the 

proportion of children declines. The demographic dividend is a phase in the demographic 

transition of a country wherein there is a gradual increase in the working age population and the 

growth rate of this population is much higher than that of the dependent population (Below 15 

and above 65 years) due to the falling birth and death rates. According to United Nations 

Population Fund (UNFPA), demographic dividend means, "the economic growth potential 

that can result from shifts in a population’s age structure, mainly when the share of the 

working-age population (15 to 64) is larger than the non-working-age share of the 

population (14 and younger, and 65 and older)"[1]. Demographic dividend not only depends 

on changing age structure but also on human capital. Education along with health has played a 

vital role in creating the human capital of a country.  

Post independence India experienced a lower rate of population growth. The Indian Government 

formulated two basic national policies: developing the economy and controlling population 

growth and accordingly announced its population policy in 1952.The rationale for India’s 

population policy was a neo-Malthusian perspective which tries to make a relationship between 

population and development [2]. Fertility decline in India started in the early 1970s, and since 

then proportion of working population kept on rising. Also, due to fertility decline, women 

would be free from childbearing for a longer duration and their participation in labour market 

may increase Since 1991, India embarked upon a new economic policy of liberalization and 

privatization of the economy; as a result the growth did speed up. India has become, in the last 

two decades, one of the most dynamic and fastest growing economies in the world. In less than 

twenty years' time, counting between 1982 and 2000, real GDP per capita for the Indian 

population, adjusted for purchasing power parity (PPP) rose. According to the United Nations 

report of 2009, India will go through a huge transition phase in the years 2010-2040 where 

almost one quarter of the increment could be seen in the global population amongst the age 
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group 15–64 years. Thus faster economic growth and development and favorable demographic 

changes in the rising ratio of working age population and declining dependency ratio- i.e number 

of children (0-14years) and old (65years plus) per 100 working age population (15-64 years) will 

help India to achieve demographic dividend. Evidence shows that demographic dividend 

accounted for about one-third of the economic growth in various countries notably in south-east 

Asia. However it must be noted that demographic dividend will not arise automatically but 

depends upon the right economic policies for education,health and employment generation .   

Literature Review 

There are several views on the relationship between population and development. Coale and 

Hoover (1958)[3] opined that India’s development would be substantially enhanced by lower 

rates of population growth. E.Boserup (1965)[4] argued that population growth and consequent 

rising density was a critical factor in the promotion of agricultural technology and innovations.  

J. Simon (1981)[5] argued that people are the ultimate resource, and a growing population is 

necessary for material advancement. Mason & Lee( 2004) [6] as well as Kelley & Schmidt 

(2005) [7] stated that changes in the population age structure have led to growth in the per capita 

income and economic growth in many developing countries around the world.Bloom, Canning 

and Sevilla (2003)[8] have argued that it is the age-composition rather than the size and Bloom 

(2011)[9] opined that both the level and growth rate of the working age population have large  

impact on economic growth.  Chandrasekhar, Ghosh and Roychowdhury(2006)[10], Bloom and 

Canning (2011)[11] and Bhagat (2014)[12] also warned that  rising working age population may 

turn into demographic disaster in absence of suitable socio-economic policies. A. Mukherjee, P. 

Bajaj and S. Gulati (2019)[13] in their paper suggested that in order to achieve the benefit of 

demographic dividend,India must initiate proper macroeconomic policies.C Jaffrelot and 

Kalyankar (2019)[14] in their paper argued on whether India’s educational structure in this 

present time reap the benefit of demographic transition. L.Wolfgang, J. C.Cuaresma, E. Kebede, 

A.Prskawetz,Warren C.Sanderson and S.Erich (2019)[15] and Rainer Kotschy, Patricio Suarez 

Urtaza, and Uwe Sunde (2020)[16] suggested that that the true demographic dividend is a human 

capital dividend. Global population policies should thus focus on strengthening the human 

resource base for sustainable development. 
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Objective and data methodology              

The objective of the present study is to analyse both  the opportunities and challenges which 

India is experiencing  to achieve demographic dividend by analyzing and interpreting secondary 

data and findings from government ,international various institutions and different  theoretical 

and empirical studies. 

Demographic Structure and Demographic dividend 

Generally, it has been observed that the death rate declines first, followed by the decline in birth 

rate, resulting in rapid population growth during the transitional period. Birth rate starts falling 

with death rates declining rapidly. Population grows at a diminishing rate. When birth rate 

declines further and tends to equal the death rate stationary growth rate of population arises.At 

the end of the demographic transition, population growth approaches zero and even declines in 

absolute numbers if death rate surpasses the birth rate. Fertility decline is the most important 

factor in demographic as well as age structural transition.The consequence of the age structural 

transition is the growing ratio of working to non-working population, while the proportion of 

children declines . On the other hand, during this phase the ratio of old age population grows 

moderately which means that the economic burden of old age dependency has not offset the 

gains accrued due to the reduction in child dependency. Also, due to fertility decline women 

participation in the workforce rises. The mortality decline in India began in the early 1920s and 

fertility started declining in the early 1970s (Bhagat 2014)[12]. India’s population continued to 

increase steadily but growth rate has shown a declining trend after 1981. India’s current 

population is 1.36 billion as per World Bank data and is projected to rise to 1.4 billion by 2025, 

1.5 billion by 2030 and 1.6 billion by 2050, accompanied by major demographic changes in 

terms of age profile of the people due to rising life expectancy and falling fertility (UN, 

2019)[17]. Indian population is growing faster than the world’s population. Due to higher overall 

population growth and much higher growth in the working population, India is a young nation 

with a huge demographic potential.The census projection report shows that the proportion of 

working age population between 15 and 64 years is likely to increase  more than 64% by 

2021.[18a] Furthermore, this bulk of increment is likely to take place in the relatively younger 

age group of 20-35 years. The proportion of youth in India is projected to peak at 484.86 million 

in the next ten years.[17] Such a trend would make India one of the youngest nations in the 
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world. In 2020, the average Indian will be only 29.

 

 Fig-1: Trends in Average Annual Growth Rate of Population of Post Independence India

 

Source: Registrar General of India.[18a]                                                                          

Report of the Technical Group on Population Projection, November 2019, National 

Commission on Population, MoHFW  [18b]    

The age structure of India’s population has undergone significant changes over the period 1975

2018 – the share of the working age (1

56.5 per cent to 66.2 per cent; the share of the young (0

per cent to 27.8 per cent; and the share of the elderly (65 years and above) showed a marginal 

increase from 3.5 percent to 6 percent.

   Fig-2 Population Pyramid of India 2020
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Commission on Population, MoHFW  [18b]     

The age structure of India’s population has undergone significant changes over the period 1975

the share of the working age (15-64 age group) in the total population increased from 

56.5 per cent to 66.2 per cent; the share of the young (0-14 year old) recorded a decline from 40 

per cent to 27.8 per cent; and the share of the elderly (65 years and above) showed a marginal 

from 3.5 percent to 6 percent. 
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Source: United Nations World Population Prospect 2019 Revisions.[17]

Fig-3 Population Pyramid of India 2036

Source: United Nations World Population Prospect 2019 Revisions.[17] 

Population Pyramid of India 2036 
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Source:Report of the Technical Group on Population Projection, November 2019, National 

Commission on Population, MoHFW  [18b]     

India’s working age population has grown larger than the dependent population ie. children aged 

14 years or below as well as people above 65 years of age. This demographic  transition occurs 

due to decline in total fertility rate (TFR) and rise in life expectancy and it creates the possibility 

of reaping demographic dividend. As per UNFPA demographic dividend arises when the share 

of the working-age population (15 to 64) is larger than the non-working-age share of the 

population (14 and younger, and 65 and older). A demographic dividend is a once-in-a-

lifetime event in the development process of a country which creates a huge potential for the 

rapid growth of the economy. During this phase, the size of the working population in the 

economy is huge, which leads to increased savings and investment as well as a reduction in the 

unproductive consumption. It is hypothesized that when the ‘demographic dividend’ is realised 

by an economy, it will undergo a period of accelerated growth and prosperity. Historically it has 

been experienced that  demographic dividend has contributed up to 15 percent of overall growth 

in advanced countrieThe recent statistical data on India’s populations shows that India consists 

of the population of the working age group from 15-64 years which largely consists of young 

cohorts from 15-34 years. This means that India’s economy has the potential to grow more 

rapidly than that of many other countries.Indian economy has performed well during the last two 

decades in terms of economic growth.According to RBI Annual Report 2015-16, the 

compounded growth rate of GVA (Gross Value Added) at basic price for the year 2011-12 is  

9.1%, though after that Indian economy shows some decline in GDP growth rate ( as per World 

Bank data 7.04% in 2017, 6.12% in 2018 and 5.02% in 2019) [19][20]. Thus it can be opined 

that despite the recent slowdown the 1990s and also in 2000s when India experienced  an 

economic growth around 6 percent or more than that the demographic structure of India has also 

depicted a favourable  change  which  facilitates  the  possibility of  achieving demographic 

dividend. 

Demographic dividend helps to --  

i) achieve better economic growth by increasing economic activities and productivity of the 

economy  
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ii) raise the saving rate as the working age also happens to be the prime period for saving. 

iii) decrease the fertility rate and enhance the female labour force participation rate.  

iv) allows the government to invest resources for creating physical and human capital,                              

v) create a new aspirational class in society . 

But it should be opined that a country will reap the demographic dividend only when it has 

the right kind of social and economic investments and policies made in health, education.  

 

Present Scenario in India 

Different studies have shown that demographic dividend is highly dependent on human capital 

and thus education plays an important role not only for creating human resources for a country 

but also a prerequisite for demographic dividend. Education along with health has played a vital 

role in creating the human capital of a country. The UNFPA[1] points out that countries can only 

harness the economic potential of the youth bulge if they are able to provide good health, quality 

education and decent employment to its entire population. The higher education system in India 

has undergone massive expansion in the post independence period with a national resolution to 

establish several universities, technical institutes, research institutions , professional and non-

professional colleges across the country. There were various National Educational Policy to 

increase higher education attainment levels. Allotment of funds in different Five-Year Plans for 

educational expenditure has  also risen.Technical education has also been boosted up in different 

plans, especially from 9
th

 Plan onwards technical education has received substantial fund 

allocation. The Eleventh and Twelfth Five Year Plan both have considered the policy of 

improving physical infrastructure and the availability of adequate and quality faculty[19]. 

 Despite such expansion  of higher education there were less than ten persons per thousand 

population . This figure was quite low when we consider the enrolment in higher education in 

countries like, China, Thailand, Malaysia and some other lower middle income countries. 

Inadequate capacity has been another problem of higher education in India [19]. Besides these 

Indian higher education system has certain limitations such as inadequate physical 

infrastructure,lack of quality and excellence & dearth of quality faculty members etc and the 

percentage of technically skilled people among educated youth is quite low.There is another 

source of increase in the working age group is the female workforce which is arisen due to the 
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decline in the fertility rate.About three decades a

almost twice that for adult females. While this gap has narrowed substantially over the years, the 

adult male literacy rate still surpasses the adult female literacy rate by 17 percentage points.

                      

 Fig-4 : Gap in Male -Female Literacy Rate in India from 1981 to 2011

Source: Census Handbook, 2011[18a]

 Though data from NSSO (71th round

this gap is around 16 percent in 2014 and aroun

Consumption (Education) Survey

the current gender-gap in literacy in India is more than twice the 2016 global average and is also 

higher than the 2016 average for lower

education system is the skill gap.Though

significantly in present India but the percentage of technically skilled people among ed

youth is quite low.Thus there is a shortage of skilled manpower in the labour market. One basic 

reason for this problem is that our existing course curriculum is unable to cater such skills among 

students. Another cause of concern is that the presen

changes in the employment pattern.

decline in the fertility rate.About three decades ago, the adult male literacy rate in India was 

almost twice that for adult females. While this gap has narrowed substantially over the years, the 

adult male literacy rate still surpasses the adult female literacy rate by 17 percentage points.

Female Literacy Rate in India from 1981 to 2011 

Source: Census Handbook, 2011[18a] 

Though data from NSSO (71th round the Social Consumption (Education) Survey

this gap is around 16 percent in 2014 and around 14 percent in 2017-18(75th round

Consumption (Education) Survey)[18d],and this gap prevails more in rural area than urban area,  

gap in literacy in India is more than twice the 2016 global average and is also 

2016 average for lower-middle-income countries . Another problem of Indian 

education system is the skill gap.Though enrolments in academic institutions are increasing 

significantly in present India but the percentage of technically skilled people among ed

youth is quite low.Thus there is a shortage of skilled manpower in the labour market. One basic 

reason for this problem is that our existing course curriculum is unable to cater such skills among 

students. Another cause of concern is that the present curriculum has not been changing with 

changes in the employment pattern.  
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Fig-5 Percentage Distribution of the Male and Female in the age group 15

Vocational / Technical Training

Source:Household Social Consumption on Education in Indi

The working age population has increased at the rate of 14 million per year during 2001 to 2011. 

India is far behind in realizing the potential of demographic dividend as employment expansion 

hugely lagged behind compared to th

participation rate (LFPR) in India is declining during the last decade .Female LFPR in India is 

one of the lowest in the world (ILO, 2013)[21]. There is also a sharp fall in the youth(15

LFPR since 2004-05 for both male and female in rural and urban but for rural female this fall is 

maximum as per Periodic Labour Force Survey

could be attributed to a number of factors, viz., increasing enrollment in education; rising 

household incomes; and lack of adequate productive employment opportunities. 

the workforce is also low, Indian  Labour  An

less  than  30  percent  on  Indian  labour  force are having  secondary or above levels of 

education. As per Periodic Labour Force Survey

workers and 16 percent female w

percent female workers in urban areas ( that of 61.8percent and 16.6 percent respectively for 

Percentage Distribution of the Male and Female in the age group 15

Vocational / Technical Training  

Source:Household Social Consumption on Education in India 2018 .NSS 75th Round [18d]

The working age population has increased at the rate of 14 million per year during 2001 to 2011. 

India is far behind in realizing the potential of demographic dividend as employment expansion 

hugely lagged behind compared to the increase in the demographic opportunities.Labour force 

participation rate (LFPR) in India is declining during the last decade .Female LFPR in India is 

one of the lowest in the world (ILO, 2013)[21]. There is also a sharp fall in the youth(15

05 for both male and female in rural and urban but for rural female this fall is 

Periodic Labour Force Survey (PLFS) 2017-18[18e] .The declining LFPR 

could be attributed to a number of factors, viz., increasing enrollment in education; rising 

household incomes; and lack of adequate productive employment opportunities. 

the workforce is also low, Indian  Labour  And  Employment  Report  (2014)[22]  shows  that  

less  than  30  percent  on  Indian  labour  force are having  secondary or above levels of 

Periodic Labour Force Survey (PLFS) 2017-18[24d] 60.3 percent male 
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percent female workers in urban areas ( that of 61.8percent and 16.6 percent respectively for 
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India) having educational level secondary and above including diploma/ certificate. Apart from 

underemployment, there is also a high unemployment rate among the urban youth (15

about 18.7 percent and 27.2 percent among urban male and female youth respectively and 

17.4percent and 13.6 percent for rural male and female respectively in the same age g

For both male and female groups, the unemployment rates are higher for the more educated. 

Graduates and above have the highest unemployment rates all through the period from 1993

1994 to 2017-18 the unemployment rates for males and females with

significantly lower. As per the Periodic Labour Force Survey

labour force participation rate for the age

of the working age population is jobless an

years old (a very large bracket) was 23.7%. Due to high levels of unemployment among the 

working age population, simply the rising ratio of the working age population will not be  

sufficient condition for spurring economic growth and the benefits of declining child dependency 

as a matter of fertility decline seem to get nullified by the idleness of the working age population.

Fig-6 Percentage distribution of workers in usual status (ps+ss) by status in employmen

during 2017

  Source:Periodic Labour Force Survey
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Periodic Labour Force Survey (PLFS) 2017-18 [18e] 
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The first National Health Policy was drafted in 1983, followed by one in 2003 and subsequently 

in 2015. India ranked 129 among 189 countries

United Nations Development Programme (UNDP).India’s public expenditure on health as 

percentage of the GDP is far lower than countries classified as the “poorest” in the world. In 

2016, public spending on health was just 1.17 percent of the GDP and in 2019 it was 1.28 per 

acent of the GDP.  

Fig-7 Total Healthcare Expenditure (private and public) in BRICS Countries in 2018

 Source: OECD 2018 [23a] 

Conclusion 

Long back Malthus suggested when economic growth would fail to match up to the rapid 

increase in population, scarcity of resources would arise leading to a disaster .Blacker stated that 

demography in any country broadly moves through five stages. 

demographic transition. Population trends suggest that the age dependency ratio is expected to 

decline till 2025 and remain almost stagnant upto 2040. Thus, this is the golden age for India 
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Malthus suggested when economic growth would fail to match up to the rapid 

increase in population, scarcity of resources would arise leading to a disaster .Blacker stated that 

demography in any country broadly moves through five stages. India is currently 

demographic transition. Population trends suggest that the age dependency ratio is expected to 

decline till 2025 and remain almost stagnant upto 2040. Thus, this is the golden age for India 

when the demographic dividend could be reaped through higher growth. However, there is a dark 

despite an increase in the share of working age population in total population, the labour 

 

The first National Health Policy was drafted in 1983, followed by one in 2003 and subsequently 
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United Nations Development Programme (UNDP).India’s public expenditure on health as 

percentage of the GDP is far lower than countries classified as the “poorest” in the world. In 

h was just 1.17 percent of the GDP and in 2019 it was 1.28 per 

Total Healthcare Expenditure (private and public) in BRICS Countries in 2018 

 

Malthus suggested when economic growth would fail to match up to the rapid 

increase in population, scarcity of resources would arise leading to a disaster .Blacker stated that 

India is currently on the cusp of a 

demographic transition. Population trends suggest that the age dependency ratio is expected to 

decline till 2025 and remain almost stagnant upto 2040. Thus, this is the golden age for India 

ough higher growth. However, there is a dark 

despite an increase in the share of working age population in total population, the labour 
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force participation rate in India has been declining [12],[14]. The trend is particularly prominent 

among youth aged 15-29 in the rural areas and among the female population.Another problem 

that India faces is ‘brain drain ,among BRICS countries as per OECD 2015-16 [23b]  data almost 

3.12 million highly educated youth migrated from India.In order to harvest favourable 

demographics policymakers must align the developmental policies with this demographic 

shift.To reap the demographic dividend, proper investment in human capital is needed by 

focussing on education, skill development and healthcare facilities.To increase employability of 

young population. India’s labour force needs to be empowered with the right skills for the 

modern economy. Government has established the National Skill Development Corporation 

(NSDC) with the overall target of skilling/ up-skilling 500 million people in India by 2022.. 

Enhancing educational levels by properly investing in primary, secondary and higher education. 

India, which has almost 41% of population below the age of 20 years, can reap the demographic 

dividend only if with a better education system. Also, academic-industry collaboration is 

necessary to synchronise modern industry demands and learning levels in 

academics.Establishment of Higher Education Finance Agency (HEFA) is a welcome step in 

this direction and  schemes like Ayushman Bharat ,National Health Protection scheme 

(NHPS) ,Start-up India and Make in India , if implemented properly, would bring the 

desired result in the near future. Besides this, Policymakers should take necessary steps to 

create opportunities for  highly educated youth to retain them in India. 
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