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I. INTRODUCTION

In order to achieve economic developnent a country -rthe leaders and the 

people- must want it very much and willing to accept many sacrifices and 

changes in order to obtain such development.

Assuming that they do want it, at least one generation of time is needed 

in order to achieve substantial progress,

I am assuming that a country désires economic development, and accordingly 

am presenting a model limited to thè human side of economic development, I 

shall say nothing about the fiscal, monetary, investment, tarnation, or other 

aspects of the financial side. Also, I am excluding natural resources from mj 

model,

I am commenting in general and without reference to any specific countryi, 

Obviously, the application of this model to a specific country would require 

fitting it to the specific nature, history, customs, geography and natural re— 

soirrces, political situation, eti i pf that nation.

Next, let me explain that this mo„l.el is derived from empirical observations 

and reading about a limited number of countries. Accordingly, and of neoessity,, 

I must generalize from limited observations, Furthermore, I do not have all the 

data at hand, and must depend on my memory for some of the facts which I shall 

present, I can only wish that I had more hard data on which to base this model. 

Such data now exist and oan be compiled, but I do not have the resources needed. 

Perhaps others oan amplify and change this model as the empirical evidence will 
i2«iLdicate,
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Finally if souse of this sounds familiar to youj please bear with ne, I do 

not,claim to be presenting for the first time in history, a brand new model 

which has no antecedents*
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II, GROWTH OP THE POPUIATIOH AND THE WORKING FORCE 
. WITH IMPLICATIONS FOR. EMPLOYMENT

In all the following discussion I am assuming that economic growth and 

social change are occurring.

Conceivably in a static society there can be growth In poptilation and 

working force and even employment of sorts without any of the changes ocui^ihg 

which I am about to describe. In sUch a situation all the factors bear a con^ 

stant and unchanging relationship to each other. Hence^ let us assume signif

icant economic growth and social change and then examine the changing relation-, 

ships among the various factors.

The most obvious fact is that iin general the working force increases more 

or less as does the population of Working force age, however the latter is de

fined. Furthermore, employment as so loosely defined by international stand*» 

ards, autvmatioally increases also^ This is so if for no other reason than that 

everyone alive, by definition is obtaining a livelihood somehowt obtaining a 

livelihood in turn is equated with employment,' True, under-employment as a se

parate measure is stressed, but let us reserve that for subsequent discussion.

The working force, by definition is the product of the number of persons 

in a specific age-sex group, multiplied by the working force participation rate 

of that group. Hence, let us ask: what factors modify working force participa

tion rates?

In the agricultural sector, by ard large, no factors are obviously operat

ing to affect the work force rate. The agricultural woi^ force and employment 

change much as the rural or farm population changes. This is so if for no crther 

reason than that we do not know the size of thp agriculturaijl working force. By
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definition actually all males above age 10 or 15 are automatically included. 

And almost all females are excluded (in the latin American countries anyhow) 

in the official statistics of economic activity, lliy best estimate is that in 

all parts of the world close .to 100 per cent of the faim population actually 

carries on some activities dviring the course of any months which contribute to 

the family livelihood. Hence, with economic development the true working force 

participation rates among the farm population can only decrease.

The, nonagricultural -or urban- sector is different as far as working force 

iparticipation rates are concerned. In practically all urban centers the larger 

.part of the workers are employees and dependent on some one else hiring them. 

Indeed, the more modern the economy, the larger the proportion of the working 

force will be employees. This tendency may be more pronounced for women than

for men.

Generally, almost all men between the ages of about 20 and 60 will be in 

the \irban working force regardless of the level of economic development. Where 

there is little development in general few?rr men will be employees, Alsp, more 

ypungsters and older men will be in the working force -ri,e, higher participa

tion rates—  but they will be self employed or unpaid family workers, Wljere 

there is great eoonomio development fewer boys and older men will be in the 

working force, and in general more men of all ages will be employees.

Among woiten the picture, is somewhat more complex. At a low level of eco

nomic development very many of the urban women are either engaged in services, 

especially domestics, or are self employed or unpaid family v/orkers. Since ne 

census does a good Job of counting these women workers'it is difficult to say 

precisely what the working force participation rates may be,. The women whf are
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employees in the more modem part of: the nonagriculturai sector are generally 

counted fairly accurately. However, few women are so engaged in countries at 

low levels of ecbhoinic development, - ,

As economic growth proceeds -and I mean real economic growth, an average 

annual rate of at least twice that of the rate of population growth— more 

children attend school for more year^^ When the girls have completed primaiy , 

grades, and certainly when they have completed secondary school, they want jobs 

as employees in the modem sector. Indeed, the more education the woman has the 

mohe likely she is to be in the working force. Therefore, a,ocompanying economic 

growth and increased- schooling is a greater supply of women in the working force, 

at least in the modern -employee seetor. Hence, there is greater pressure on the 

economy to furnish mpre jobs.

How much unemployii®nt there may be at any given moment of time depends on 

the demand-supply situation at that time.

The countries about which I am talking are the economically developing ones. 

In such countries the urban sector of women workers divides intO'two groups then: 

a) the modem, well paid employees, and b) the traditional poorly paid self em

ployed, unpaid familj’- workers, and service workers. Even with large economic 

growth the second sector is large, if for no other reason than because of popula

tion grovtfth and the rural to urban migration to be discussed subsequently. This,- 

thè traditional sector, is also the Jpart'of the working force among whom we find 

underemployment. This too will be discussed subsequently.

To return to increased education we find that the working force participa

tion rates for younger women and men, said under age 20, decrease as the youngsters 

remain in school. Nevertheless, thqir greater participation in the working force
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at later ages means that during the course of their lifetime, they spend more 

years in the working force as their educational levels increase. Hence, the 

working force increases both as population and the work force participation rates 

increase, (To a much lees extent this applies to men also). Either the econongr 

supplies more and more jobs of a tjrpe desired by these better educated persons, 

or social and political unrest results.

Now let us examine the relationships of work force participation, education, 

and fertility and population growth* Increased education is followed directly 

by increased work force participation and lower fertility. The lower fertility, 

in part at least, resxilts from the women leaving home to work. Insofar as women 

work at home (e,g, sewing clothing or engaged in other home Indxistry) their birth 

rate remains high. Economic growth, however, means the opening of jobs in facto-» 

ries, offices, modem stores, etc, away from the home, And the better educated 

women go for these jobs. Hence, the two factors reinforce each other to produce 

lower fertility,

Pvrthermore, lower fertility in itself is conducive to higher working force 

participation rates. If the woman has only two or three children and is better 

educated, she has the time and desire to enter or re-enter, the working force 

once her children have reached the age of tön to fifteen years. In the U.S, for 

example, very large numbers of women in their later 3 0s, 40s, and 50fe, are 

re-entering the working force as their children reach secondary school or college 

levels.

Therefore, deereasod fertility in the modem nonagricultural sector, will 

itself result in a leo-ger supply of women seeking jobs, i,e., greater working 

force participation rates* Subsequently we shall review these factors in relation 

to population growth.
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We should note also that economic growth which Increases the demand for 

workers, also increases the supply. This is immediately seen when a sign for 

"fifty workers wanted", brings out five hundred applicants. The more people 

believe that jobs are available, the more will offer their services for hire - 

i,e,, enter the working forcei This is partidularly true for Women,

We summarize thent in the agricultural sector economic growth will have 

but little impact on the working force. The size of the working force will in

crease about as fast as the population of working force age does.

In the non-agricultural sector the working force increases faster than does 

the population of working foroe age because of the increase in working force 

participation rates accompanying economic growth. This is particularly true 

for women, and is related to increased education. These increased rates in 

turn, tend toward lower fertility |and ultimately slower popxilatioh growth. In

the mean time the urban -or nonagrieultural sector of the economy- must furnish
\

jobs at a rate faster than the growth in the population of working force age. 

Failure to do so will result in significant increases in underemploymejit, a-Ĵ d 

social and political unrest.
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III. RURAL TO URE4N (OR AGRICUITDRAL TO UONAGRICUITURAL) MIGRATION
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We mentioned previously that economic growth involves increased schooling. 

Indeed, even sonte countries which are experiencing little economic growth Insist 

that they are making more educational facilities available. At present,- in all 

of the developing countries, the urban children have access to more schools 

than do the rural children. And many more of the urban children do attend, Ner- 

vertheless, in many countries significant numbers of r*ural children, the sons 

and daughters of farmers and farm laborers, do attend school for several years. 

What are the implications of such increased schooling for the working force?

To begin, the more educated leave the farm for the city ai^ nonagricultural 

jobs. This takes place apparently soon after leaving school, during the teens 

and up to about age thirty or so. At the older^es there is relatively little 

such movement. This migration is in addition to any migration which might re

sult from pressxire on the land, e,g, the unavailability of empty land or of 

j-obs in agriculture.

We may note that in some covjntries today there is a large rural to urban 

migration partly because there are no, or few, job opportxinities or insufficient 

land, in the rural areas, and there seem to be opportunities in the urban areas. 

Such mass migrations include both the xinschooled and the schooled.

However, even when land is available for farming, those with more schooling 

-say those who have finished ppimaiy school, leave for the urban sector and 

seek nonagricultural jobs.

This movement is increased insofar as the rural youth hear of a growing 

demand for employees, as generated by a growing economy.



The result is to increase the presume on the modern nonagriculture sector 

to firrnish more and more jobs. If these jobs become available all is well, 

temporarily at least« If not, social and political unrest can result«

How what happens in the agricultural sector? As we.shall point out sub

sequently, the traditional agriculture must be modernized if true economic de

velopment is to occur« But such a modern agriculture will evolve only with 

difficulty, if at all, if the farmers are illiterate« True, plantations can be 

operated successfully if the managers are well educated and the farm laborers 

are largely uneducated. But to haVe large numbers of small farmers successfully 

producing for the commercial market means that these farmers must have some rea

sonable amount of education, perhaps primary schooling.

The spread of schooling, however, tends to drain off the more educated, 

leaving only the illiterates and very poorly educated to operate the farm©. If 

these people were satisfied to work as plantation laborers, successful modern 

farms could be operated. If, howeVer, they insist on being self employed far

mers, it will be extremely difficult to convert them into successful modem far

mers who produce efficiently for tlae market place« In this case the government 

must provide large scale advice and expertise as well as capital«

Furthermore, insofar as the more educated leave the farms, the agricultiiral 

-or rural- birth rate will continué to be high, and population will continue to 

increase rapidly» In order to rednoe fertility in the rural areas new modes of 

behaviour must be introduced« Such new modes will be introduced only by the 

better educated. As long as the rural population retains its traditional ways 

of behaviour, the birth rate will continue to be high.
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Why do the more educated leave the farms? Why do they not remain and be

come successful modern farmers? I believe that several factors are operating?

a) the structure of land ownership, b) the lack of capital, c) the lack of a 

good road system so that the produce can be brought to mrket, d) the lack of 

a gobd market place, e) the higher -or apparently higher- pay immediately avai

lable in the urban areas, f) the social sunenlties of the city, g) etc,’ In 

some countries efforts have been made to induce these higher educated to remain 

in agriculture, with apparently little success.

In summary, economic growth in the nonagricultuxal sector in particular, 

together with increased schooling, leads to greater migration from the rxiral to 

the urban ai«as. This puts greater pressure on the nonagrloultural sector to 

provide jobs» It also results in the rural birth rate remaining high.
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I\r. ROIE OP MODESH TECHNOLOGY, INCLUDING D’lBOH PRODUCTIVITY

One of the important characteristics of an unden-derveloped country is 
its low level of labor productivity -i. e. the small volume of output per worker. 

Economic growth thus means that each worker produces greatly increased amounts 

of goods or services, and hence eadh person can have more to consume. Therefore, 
one of the main aims of economic development is the achievement of increased 
labor productivity.

Let us first lock at agriculture* Generally, in developing countries far 

to many persons are engaged in agriculture. With modem agricultural techniques 
less than 10 per cent of the working force can produce the agricultural products 

needed by an entire nation. ¥e find in these developing countries, however, 40 
per cent, 50 per cent and more engaged in agriculture.

In this situation we generally find a small commercial sector and a large 
subsistence, or semi-subsistence sector* (Note that all workers in thé subsist
ence or semi-subsistence sector, can be designated as mder-employed, if one so 
wishes). The proportions vary from country to country, of course. Indeed, if a 
country raises considerable products for export the commercial sector may be 
the larger part. Furthermore, in sòme ootintries agriculture may be so organized 
that most farmers raise part of their crop for export and part for personal 
consumption*

labor productivity is alv/ays low, except perhaps for the sector which sells 
in the world market. In the subsistence sector it is almost zero*

??hat happens when modem agricultirral practices are introduced?



If sufficient land is available, the increased use of machinery oan result 

in great increases in output without any change in the siae of the agricultural 

work force* Obviously, this would occur in the commercial sector only* Of course, 

if the demand for agricultural products should increase veiy rapidly, more 
workers might be needed in the commercial sector. If there is considerable 

econoiaic grovrth in the noir'a.gricultural*sector the demand for agricultiiral 

products will increase much faster than does the population; it will increase at 

least at the rate at which total consumer income increases* Note that the dis-‘ 

tribution of income is important in this regard* I suspect that the greater the 
equality of distribution the greater will be the demand for agriciiltural products* 
This will be discussed in more detail subsequently. Ultimately, of course, if the 

population becomes wealthy, a smaller proportion of the consumer income will be 
spent on food, and the demnd for food products will slow down.

In summary, the change in the size of the work force in the commercial 
sector will depend on; a) the amount and type of machineiy introduced, b) the 
rate of grov/th of total consumer income, and c) income distribution.

In passing we should note that the growth of agricultural exports will also 
affect the working force in commercial agriculture, for those countries in lAhich 

exports are important.

The volume of agricultural production can also be increased by using more 

scientific methods, i.e. better seed, more fertilizer, etc. This will result in 
greater output per hectare. G-enerally, these methods do not require more manpower. 

Hence, the introduction of both improved methods and machinery will raise 

production in the commercial sector to whatever the demand may be, without 
increasing the size of the working force.
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In the meantime, if the rural population is increasing rapidly, the 

subsistence sector may continue to grow» I think that it is unlikely that the' 

commercial sector will grow rapidly enough to absorb the entire growth in the 

rural population of working force age» If opportunities for employment in the 
non-agricultural sector are increasing rapidly the increase in the rural popu
lation may be drained off to the cities. If such opportunities do not exist, 

and there is no land for further sujDSistence agriculture, the increased popu

lation may be forced to leave for urban areas and add to the city Blms» If 
there is empty land available, the subsistence sectoi’ may increase simultaneous

ly with any increase in the commercial sector.

In non-agriculture generally there are two sectors; a) that engaged in 
traditional activities such as hand crafting of goods, tiny retail outlets, street 
v e n d o r s ,personal services, etc.; anh b )  that engaged in the modem sector using 

modem machinery or modem practices such as banks, radio and television stations, 
etc. let us review the role of modem technology in each of these tv/o sectors. 
Workers in the traditional pert can be designated as under-employed if one wishes 
to do so*
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The traditional part of non-agriculture experiences but small, if any, 

increases in labor productivity-. Lfelny occupations have been carried on almost 
unchanged for as long as anyone car̂  remember. The street pedlars who carry their 

produce, or the barber who uses only a pair of scissors are examples.

Some occupations have been slightly affected by modern technology. For 

example, a furniture maker may have installed an electric power saw while con

tinuing to perform all other operations by hands. Dress makers may have foot 
operating sev/ing machines. Metal workers may t:;se modern soldering irons. The



street peddler may obtain a cart with bicycle wheels which makes it easier to 

push. All such innovations, however, have but a very small influence on increas

ing labor productivity in this sector.

Furthermore, the traditional sector generally provides lower earnings than 

does the modem sector» because the output per worker is so little* Even the 

introduction of a small amount of modem equipment is not enough to raise output 
per worker and earnings, to the level which the truly modem sector can provide.
A large part of the work force in the traditional sector are self-employed or 
unpaid family workers* If the family earns a passable living it is only because 

all the members worl^ and not because the head of the family earns very much.

Hence, the size of the working force engaged in traditional non-agriculture 

depends on: a) the demand for their goods and services, and probably more im

portant, b) opportunities for employment in the better paying modern sector. To 
a large extent then, changes overtime in the numbers of workers engaged in the 

traditional sector will depend on the increase in the urban population of work

ing force age and the growth of opportunities in the modem sector. Technological 
change is very unimportant.

Education also plays a role in determining the size of the trewiitional 
work force. The better educated youth, especially those who have completed 

secondary schooling, prefer not to enter this sector. If they cannot find better 
paying jobs in the modem sector, the5’- may prefer unemployment. \'/hether unemployed 
or forced to v/ork in the traditional sector, social unrest results.

Obviously, there is no very sharp separation of the traditional and 

modem sectors. liany occupations and Indi^stries combine aspects of both* The 
construction industry, for example, may combine some modem machineiy, with
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ecEtenBive hand labor. Neverthelesa, we can learn more about the role of modem 

technology by looking at the modem industid-ea and occupation^.

To begin» output per worker does increase rapidly from year to year in 

this sector. The rates of increase may vary from 2 to 10 per cent per year. There 
is considerable variation from one industry to another, however, and it is 

difficult to generalize about the entire modern sector.

The sequence of events may be described in general terms as follows. When 

a new plant, factory, or other modem enterprise is started> it Immediately 
produces far more output per worker than did any traditional activity. Por 
example, suppose a super-market is opened. It will sell far more goods per 

person employed than do the small retail stores. Output per worker ^P*
Prom then on, output per worker tends to change as the total volume of production 
of the industry and the plant change- Por example, if one shoe factory is opened 
up and then produces the same volume of shoes year after year, output per worker 
in that shoe factory will not increase much* However, if the factory manufactures 
more and more shoes every year, labor productivity will increase* Similarly, if 
the entire shoe industry expands production -i-e, more nevi factories open up, 
each eqtm.ped vdth the most modern machinery- labor productivity increases. One 
of the reasons why different industries have different rates of growth in labor 
productivity is simply the differential rate of growth of output.

The latter in turn, is dependent on the amount of demand for the various 
products. Increased consumer demand for some products will arise from the general 
growth of the economy, together v/ith more nearly equilization of income distri
bution and of course, consumer fads and preferences. Por other products increased 
demand will arise from government purchases. Por still other products, the needs
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of industry Itselfj for raw materials or semi-finished products, or serricee such 

as xerox or computers, will create a demand leading to increased, output* In a 

stagns-nt economy, of course, none of this happens*

How is the deme,nd for labor affected by technological change? In general, 
vast increases in output are possible with no increases in national employment* 

This results as follows. A new plant opens up and hires say, cne hundred workers« 

Where do these workers come from? liany are persons who shift frcma lower paid 

3cba to the better paid jobs in the new enterprise. Some will be self-employed 

or impaid family workers in agriculture and non-agriculture. Some may be persons 
who formerly were not in the working force, as sometimes happens when a new 
factory hires women. A few of these 100 will be persons previously unemployed and 

new entrants into the working force.

In a country where very largei numbers are engaged in agriculture and the 

traditional sector of non agriotilture, shifts out of these two sectors may 
supply all the labor needed by very many new enterprises, except, of course, the 
small number of technical and mana.gerial persons needed* Hence, there can be 
large grovrfch in the national econom̂ '- without increasing the number of employed.

However, if the economy grovra fast enough, in particular the modem part 
of non-agrictilture and if population grov/th —i. e. the number of persons of 
working force age, does not increase too rapidly, then eventually, there will 
be a demand for additional workers. }&y off hand guess is that for latin 

America as a whole, an economio growth rate of well over 10 per cent per year 

in constant currency, for at least a couple of decades, is needed to achieve 
significant increases in employment and decreases in unemployment end under

employment. I estimate this because; a) population growth is high, 3 per cent
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or more per year la some comlries, b) labor productivity may be increasing 3 

per cent or more per year in various coimtries, c) the various factors mentioned 

before act to raise the working force participation rates, and d) there is a 

tremendous number of unemployed amd under-employed who must be absorbed into the 

modern sector of nonragriculture.

How does the introduction rtf modem technology interact with the growth 

of the economy? To begin, developing countries generally suffer from an 

unfavourable relationship between the availability of capital and the availabili

ty of labor* The former is expensive, and the latter, labor, is cheap. Technol

ogical innovations which radically alter the production process and the cost 

functions, then spur economic growrth. This can happen as follows. Capital 

investment in the new production processes resiilts in lower unit costs while 

at the same time raising the marginal productivity and the real wages of labor. 

Decreased costs of the products plus increased wages thus act to increase consmer 

demand, and spur output even further.

This is the way technology would interact with the growth of the economy 

if there are no factors operating against it. If for example, government policy 

makes it very expensive to import new teohnologies and machinery, or wages are 

not raised, or the fruits of the lower unit costs are drained off in profits 

which are not reinvested, then the new technology will not necessarily stimulate 

increased economic growth*

In regard to wages, government set and enforced minimum wages can help 

spur the process. The minimums must be set high enough to result in significant 

increases in real wages. If this is done the hi^er wages will spur the entrepreneur 

to make his operations more efficient. In so doing he can reduce iinit costs still

) 17 (



) 18 (

further; and if the product Is elastic as most are, reduced prices will resiolt 

in increased output. In the meantime output per vforker will increase (as the 

entrepreneur operates more efficiently) and employment in that plant may not 

increase. However, the increased purchasing power of these workers (resulting 

from the higher wages) will stlmifLate employment in other industries, e. g. 

commerce, services, and agriculture. As the growth in the various parts of the 

economy influence and stimulate each other, there will he geneial growth in 

employment throughout the economy.

To summarize: initially new technology and machinery will not increase 

employment while increasing output very greatly. Eventually, however, as the 

economy grov/s, and more machinery is introduced, employment will also increase* 

Of course, some increases in employment will occur as a result of the growth 

in population of working force age, but such increases are likely to be 

minimum» And the more consumer purchasing power is increased, the sooner will 

there be significant increases in employment in the modem part of the non- 

agrioultural sector. One should allow about a generation of time for this 

process to produce visible and significant results.
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V, INTER-i?ELATI01I OP AGRICULTURE AKL NONAGRICUITURE

As we have tried to develop previously, these two parts of a nation are 

inter-related v/ith each other, both from the population and economic viewpoints«

On the population side, birth rates are generally higher in the rural than 

in the urban areas. Mortality sometimes is also higher in the rural areas, 

Geherally the rate of natural increase is higher in the rural and agricultural 

part of a nation, Ponnal education and schooling are more available in the ur

ban areas; the urban people are more schooled. This contributes to their lower 

birth rate. Also, the lirban womep are better schooled and have more opportuni

ties to find jobs away from their homes, these two factors,in combination act 

to reduce the birth rate.

The urban areas are more prosperous than the rural; modern economic growth 

insofar as it occurs in a nation, occurs in the urban sector. As for the rural 

or agricultural population, many of the workers are subsistence or semi-subsist

ence farmers, and earn very l i t t l e A s  a result there is considerable rural to 

urban migration. The rural exodi^ never really reduces the size of the agricul

tural work force because of the high population growth. On the other hand, the 

entrants into the urban areas add to the pool of unskilled labor, and ast to 

depress wages, unless strong minimum wage laws are enforced. The depressed 

wages in turn, slow down the growth of consumer purchasing power and thus act to 

slow down economic growth overall.

This in turn, will feed back, slow down the spread of more and more school—  

ing, and help maintain higher birth rates. Which will ultimately flood the la

bor market with more unskilled workers and continue to depress wages.



We have also seen that the more educated farm youth leave the farms, and 

that there are many structural blocks which discourage these more educated from 

remaining in agriculture» Thus, the bulk of the farmers continue to be un

schooled and inefficient producers who use no modem farm machinery nor prac

tices, They remain poor consequently.

Therefore, on the economic side, it is necessary for the agricultural pop

ulation to become purchasers of goods and services produced in the nonagricul— 

tural sector. As comn^rcial farmers they purchase machinery, fertilizer, and 

other capital goods; as consumers, the very many items which they do not upw 

consume,

In a country where half of the working force is engaged in agriculture, 

however, it is not possible for all the farmers to become successful commer

cial farmers. Only when the proportion of the work force engaged in agricul

ture is around 10 per cent or 20 per cent, will the urban market consume suffi

cient agricultural produce to make the farmers economically better off. Hence, 

•■,'BSt migrations of agricultural to nonagricul tural, or rural to lorban, are nec

essary part of economic growth in agriculture.

At the same time job opportunities in the modern sector of nonagricul" 

ture must be increasing very rapidly in order to drain off the underemployed in 

the traditional part, and the very large numbers of excess farmers -the under

employed farmers. As these job opportunities increase the urban population 

consumes more and more agricultural products. This permits increased output 

per farmer, and a decrease in the ntunber of fanners.
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This movement from rural to urban together with the increased opportimi^ 

ties for schooling in the urban areas and the urban way of life, in turn re

acts to lower the birth rate among these migrants from rural areas. Only if 

they are forced to live by themselves in poverty ghettos and are cut off from 

communication with most of the urban influences, will their birth remain high, 

i,e,, say as high as in the rural areas.

In the rural areas the increasing prosperity and schooling of the popular- 

tion will result in a lowered birth rate. Hence, population growth will slow 

down some day, and so will the increase in the population of working force age, 

ThiS) in t\irn, will make it easier to provide in the modem sector of non-

agricultixre«

In summary, the agricultural and nonagricultural sectors are each depen

dent on the other for economic growth. And in the process of economic growth, 

the rate of population growth will decrease (via the intervening variables pre

viously mentioned)„
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VI, nOPOETAliCE OP INCOiilE DISTRIBUTION

In previous discussion we assumed that economic growth was going on, and 

consequently that there were increases in consumer demand and consumption. We 

also pointed out that without increased consumer demand, the rate of economic 

growth would slow down,

(Of course, a very large export business and/or the consimption by the go

vernment of military and civilian goods can maintain economic growth rates as meas—  

lured by statistics of National Accounts, even if the working force docs not increase ■ 

its consumption greatly. This leads to other problems, however, to be discussed 

subsequently),

The total amount of consumer demand is a function both of the total amount 

of income, and the way income is distributed among the families, A very uneq

ual income distribution will curtail consumption.

Whether a completely equal distribution would result in the maximum oon- 

sumptlon I do not know. Such an equal distribution, hov/ever, would curtail 

savings and capital formation, unless all savings were undertaken by a goverw 

ment.

At present (l970) family income may be less equally distributed in the de

veloping countries than in the developed ones, Purthermore, there is no sign 

that family Income is becoming more nearly equally distributed with economic 

growth. This situation tends to slow down the rate of economic growth in the 

developing countries, because of curtailed consumer demand* In addition it may 

help to maintain higher birth rates if a very large part of the population re

mains at the poverty level -i.e, at the lower end of the incoine distribution



curve. Insofar as the birth rate reirains high, and insofar as there is continued 

migration from the rural to the urban areas^ there will continue to be large 

numberc of families at the lower end of the income distribution curve, thus 

perpetuating the vicious cycle.

It is possible, of course, that even with a very unequal income distri

bution, the work force participation rates for women could increase very great

ly, and thus cut the birth rate. If 75 per cent or more of the women of child 

bearing age were steadily employed away from home, the birth rate would fall 

considerably. But to have such a large proportion employed, either there must 

be governmental pressure on the women to take jobs, or they must be fairly well 

educated, or both.

Government pressure on v/omen to take jobs might work, of course, only if 

jobs are available. If the demand is low and there is a more than svfiicient 

supply of man workers as is generally the case in developing countries, it is 

difficult to raise very much, the volume of employment of women.

Hence, we conclude that a more nearly equal distribution of family income 

together with increased average, or per capita income, are necessary conditions 

for maintaining economic growth and c\irtailing population growth.

There are various ways whereby governments can achieve a more nearly equal 

income distribution; even the income distribution in the U.S, is more nearly 

equal than in most (or perhaps all) developing countries. Some; taxation poli

cies; enforced minimum wages set at high levels; provision of free social ser

vices, especially medical and housing, etc.
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Let us return, to discussion of some of the possible effects of unequal in

come distribution. Suppose employment levels were to be maintained by means of 

exports and/or government purchases while at the same time having a very unequal 

income distribution. Such a situation would result in social and political un- 

restj Obviously, low per capita income plus unequal income distribution will 

result in even more unrest. If this unrest is carried far enough as was the 

case in Mexico and its 1910 revolution, the death rate will rise high enough to 

cancel the birth rate. This happened in IVfexlco between 1910 and 1920, With 

peace restored the death rate fell and the rate of natural increase rose rapid

ly»
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VII, FEEDBACK OK FERTILITY AND POPULATION GROWTH

To some degree this topic is simply a summary of the previous discussion.

If economic growth has been going on for some time -I should say at least a ge

neration- then we have : a) a much more urbanized population; b) a better edur-

cated population; c) more women in the working force because, in part at least, 

they are better educated; d) a greater desire and ability, to consume more 

goods and services ranging from television sets to restaurant meals.

These factors, in turn, change the psychology of the individual and the 

culture. It no longer is fashiomble to have many children. The society looks 

more favorably upon the two child family than it does upon the six or eight child 

family. The individual family also prefers to have fewer children because the 

parents are more interested in other matters, whether it be a job or the in

creased consumption of goods and services.

Accompanying such economic growth is decreased mortality. Consequently 

many more of the children born, live to adult age. If the family wishes to lim

it the number of children which it will rear, birth control then becomes neces-' 

sary. The availability of birth control techniques is then a necessary, but 

not sufficient condition, to reduce the birth rate. By birth control I mean 

any and all devices and procedures including the various techniques discovered 
and used long before the pill.

The process of economic growth thus transforms the entire society so that 

people want fewer children, and the culture condones such beliefs: Indeed, the

individual family has confidenoe in its belief that fewer children are desirable 

only to the extent that the society or culture agrees with it. If the culture



favors larger numbers of children, the individual family is likely to have mon

ey; to have but few children is counter to the culture and families do not wish 

to appear to be atypical. They follow the culture.

With a considerably lower birth rate population growth slows down, despite 

decreases in mortality. Fifteen to twenty years following the decrease in the 

birth rate, the population of v/orking force age slows its growth rate. Even 

if there are increases in the working force participation rates, as there are 

likely to be accompanying economic growth, the increase in the numbers of per

sons seeking jobs, will be much smaller. At this point, lower rates of econo

mic growth -perhaps even 3 or 4 per cent per year, may suffice to supply full 

employment.
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