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Population And Development: A Review And
~ Malaysian Experience

3.1 Conceptual ‘Framework:
3.1.1 Introduction.

Opinions differ widely as to the role played by population
factors in economic development, and there is a growing body of literature
purporting to validate one view or the other. The argument that rapid

population growth has adverse effects on economic development is most

widely known and may be traced to the thesis of Malthus.! This view is

based on the premise of finite resources; particularly land, and on

the argument that x‘apid population growth diverts the savirigs required

for economic development into consumption, and investments into

unproductive uses.Such a stance has been supported by a number of

empirical models and studies.2
Other researchers, on the other hand, while agreeing that

population factors are intimately related to economic factors, argue that

1Malthus, T.R., Essays on Population, 1798.

2 e in particular Coale, A.J. and E.M. Hoover, Population
Growth and Economic Devel t in Low Income Countries inceton,
Princeton University Press, ;358}; Fnke, S., "Reducing Fertility to
Accelerate Development', Economic Journal, Vol. 84 No. 334, Jan. 1974,
pp. 349-66, Meadows, D., et. al., imits to Growth, (New York,
Universe Books, 1972); and Suits, D.B. and I-,FEon. "Gains from
Population Control: Results from an Econometric Model', East West
Population Institute, Paper No. 49, Honolulu, 1978.
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quite the opposite is the effect, .waming;a.‘gainst the adverse
consequences of a falling or static population. ~ Population growth is
Seen as resulting in economies in scale, and also as prorpo;ing _technological
Change.:5 Sociological arguments in favour of population growth has also
been advanced.4 P

A third position, founded mainly upon emnirical research,' is
that there is no relationship between population and economic change.
The work of Simon is representative of tlus sc;hool of t.hought.S Iithout
Challenging the empirical evidence adduced by these research, we can | .
dismiss this argument as irrelevant for the purpose of our analysis.
The lack of association between aggregate population growth and economic
Srowth, representod by income, cannot be used to refute or support the
Contention that population and economic factors are in;err_elated. Nor
has explanations been given recarding this lack of relationship. kbre
Pertinent is the distinction between short- and long-run impacts, so

that the observed low correlation may simply reflect conditions in the short---n,

\

19 3Hzélzzin, E.E., The Economics of Develorment (Tomewood, Trwin,
75); Boserun, E., Conditions of Agricultura rowth: The Economics

0 : ¥
£A rarian Change er Population ’ressure, n, en an win,

4SaUVY, A., La Fin des Riches (Paris, Calmann-Levy, 1975).

Prin SSiron, J.L., The Economics of Ponulation Growth (Princeton,
Re €ton University Press, )5, oumon, J.k. : u'x,'. ™
Res:;lo?\shin Petveen Population and Fconoml;:' Gro;"tlh lli?fws 2 ¢ g I
rch in P ion E ies Browning, M., 'The Effect of Fopulation
onulation EConomies g, Mo Bt the Awii]: MsstSng

of "th on Income Growth in LDCs', Paper nresent

e Ponulation Association of America, Philadelphia, Apr. 1979.
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In this section, we shall attempt to make this distinction,
and in so doing, discuss both the effect of population on economic

variables and the effect: of the latter on the former.

3.1.2 Income, Consumption and Output

Just as it is not particularly useful to discuss population

growth in aggregate temms, there is no virtue in looking at total income.

Closer examination of the components of income-consumption or savings,
jon to their linkages with demographic

variables is called for. Since these linlfages cover a wide area, the

following discussion can only be regarded as illustrative rather than

exhaustive.

Insofar as consumption or savings is concerned, age and age

distribution are genérally considered key variables. Since, consurption

needs depend upon the age of the individual, this linkage on the demand
while
side is clear. Further,/an addition to the household affects the total

consumption of the household it is not precisely known whether it is

increased or decreased. On the one hand, a positive correlation

between consumption and the dependency Tatio is suggested, while on the

other, it has been argued that since the consumption needs of children
are generally smaller than those o

children may actually imply a lower burden

£ adults, a larger proportion of

on consunption.6 What is

6 " Savings Rates', American Economic
Leff ("Dependency Rates and Savings ’ -
Review, Vol. LI)(( Nge 4, Sep. 1969, vp- 886-96) found a negative

1 d dependency ratios. For the opposite
conclusion, see Kleiman, E., "Age Composition, Size of Households and
the Interpretation of Per Capita Income', Economic Development and
Cultural Change, Vol. XV, Mo. 1, Oct. 1966, pp. 37->8.
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certain, however is that the composition of consumption’ changes not only
because of this, but also depending on whether household income

increases proportidnately.7 On the supply side, however, this relation-
ship is less direct. Age distribution is a determinant of the dependency
burden and of the size of the labour force. The latter is one of the
mrjor determinants of productivity, which m turn affects per capita
income. Finally, the marginal propensity to consume or 4to save '
determines how much of this income is coﬁsuned or saved. insofar as
fertility and mortality affect the age distribution of the population,
they may be said to have an influence on consumption i savings as well.
Two cthexi points may be mentmned in passiﬁg. First, it has been érgued
that a larger number of children may actually encourage greater saving.8
And second, the age-of an‘ir\di.vidixail is an integral ingredient of the

'life-cycle’ hypothesis of consumption._g

A S

"see, for instance Prais, S.J., "The Estimation of Equivalen
Adult Scales from Family Budgets', Economic Journal, Vol. 63, Dec. 1953,
Pp. 791-810; Prais, S.J. and H. er, lhe ldysis or Family
,?kﬁﬂg%t_s (Cambridge, Cambridge University Press, 1955); Houthakker, E.,
nternational Comparision of Household Expenditurs Patterns,

Q’"memorating the Centenary of Engels Law', Econametrica. Vol. 25, No. 4

Oct. 1957, pp. 532-51.

8 ' 1 Q‘ t"
Kuzuets, S., "Population Change and Aggregate Output'’,
PD. 324-40 of National Bureau of Economic Research, Demographic and

FECOnomic %?ESE in Developed Countries, (Princeton, Princeton University
ss’ . 5

9 {01180 ' "Jtility Analysis and
See Modigliani, F. and R. Brumberg, naly
the Consumption Funclg:icns: An Interpretation of Cross-Section Data,
+ 388-436 of Kurihara, K.K. (ed.)..rl’gﬁ)xeymsm Economics, (New
: ick, Rutgers University Press, 4
%;gnga, W., De@gg : raptlaic Factzors and Savings, (Amsterdam, North-Holland
). |
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The process of migration may also affect consumption patterns and
savings. The age selectivity_of this:pmcess_ not only implies changes
in the age composition of the population in the areas of origin and
destination, but also changes in labour force participation rates, and

labour productivity, so that ultimately consumption and savings are

affected. 10

With regard to investment, the adverse effects of rapid population
growth discussed in section 3.1.‘1 can‘i_n fact be traced to its effects on
investment. The Harrod-Domar model, on which many planning models of

I:ess developed countries was once based, has been frequently used to
demnstraté that a high rate of population growth will require a very high
rate of capital fonnatioﬁ if income levels are to be mintained;,l’ let alone
increased.

11 Equally well-known is the model of Coale and Hoover, which

ternative paths of fertility and population
The authors found that

traced the implications of al
Chaﬁge on consumption, savings and investment.
under the assumptions made, a decline in fertility resulted in accelerated

growth per capita income.12 A similar conclusion is reached by Sauvy, who

-

10 ' : d Demography'', pp. 791-831 of Hauser,
"‘Economics an g
P.M. and ogpe'&%gnf (ed.) The S of ulation: An Inventory and an
raisal (Chicago, University of Chicago ¥ress, 1 e i in atrb »
%_of savings is reduced by migration 1n the long nn, Since urban
y gs than those of rural residents.

dwellers have propensities to consume higher

Ugee Harrod, R.F., "An Essay in Dynamic 'l‘léegry ;;Ecommirc igmnal,
Vol. 49, No. 193, Mar, 1939, pp. 14-33, and Domar, &. -.msaﬁ in_the
Theo t’)f Econom{c Growth, (New York, Oxford University Press, =7
WHFWMMC Dynamics, (New York, MacMillan, 1951).
’ aghath bl

lzcoale A.J. and E.M. Hoover, Population Growth and Economig
Development in Low Income Countries, A Casgs)ém, of India's Prospects.
0 rinceton, Princeton University Press, 1958).




argued that a higher rate of population growth necessitates more 'demographic
investments', leaving less for 'economic investments'.lS ;

Some reservations have, however, been expressed i‘egarﬂjng the
Validity of these findings. These arise because of difficulties reiatmg
to the determination of capital output ratios, given the wide vanatmns
between countries, and because of questions regarding the representat1veness
of these types of models.l* At the same time, fears are also expressed of
the adverse effects of a declining populatmn Nhny see populatmn growth
S giving rise to economies of scale in production and investment. Hhese
€Conomies of scale will raise labour and cap1ta1 pmduct1v1ty, so that :
given ‘the level of per capita income, investment needs are con'eepondmgly
lower, 13 Keynesian theory also implies that population growth may increase

*ffective demand for consumer goods, ‘thus stmulatmg investment.10
. koLl
\

'Demgraphlc mvestments are defmed as those which are required
to absorb the impact of popu],at1on growth whereas 'economic' investments
Are those which result in an increase in productivity or income. See Sauvy,

Theorie Generale de la Po ulauon, (Paris, Presses lhiversitaires de
c?ng » PP. , and cited in United Nations; Department

nomlc and Soc1al Affan's, op. cit., pp. 457 8.

See Leibenstein, H., "Incremental Capital-Output Ratios and

GM
Rates th " Reéview of Economics and Statistics, Vol.
VII , No. lmpebe f}g‘g? pn;l 20-27. See also Solow, R.M. "A Contnbutmn

M) ti‘e meory of Economc Growth', Quarterly Journal of Economcs Vol LXX,
Feb.1956, pp. 65-94,

15 Nations: Department of
See the arguments summarised in United Na
Mic and 50c1:_13Affalrs The Determinants and Consequences of Population

\ds Vol. I, (New York, 1973) p. 497.

o Economic Consequence
of See, for instance, Keynes, G.M., ''Some
M, 1§ec1m1ﬂg Population" Et’zgemcs Rev1ew, Vol. 29, No. 1, April 1937,
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Apart from the growth of population, its structure also exerts

an influence on the type of investment required. For inst_e_nce, a large
proportion of the population in the school going age groups necessitates
higher investments in education, w}ule a population with a larger
proportlon of older persons will increase the need for mvestment in
re51dent1al construction. Similarly, rural-urban mlgratlon ‘may put 5 | |

pressure on investments of the social overhead type rather than of an

economic type.
One of the maJor factors affecting income growth is product1v1ty,

and many arguments advanced to relate population growth to income growth
deal in fact with the association between the former and productivity. It

has been argued that a large ponulatlon size implies a larger market, which

in tumn permits a larger scale of production, and consequently, the reaping

of economies of scale in production. In other words, a greater population

size gives rise to greater specialisation of enterprises and division of

labour without increasing proncrtionately the unit public cost (or outlay)

7
which are more in the nature of fixed costs In support of these arguments

it is observed that larger countries have more d1vers1f1ed economies, and

that the proportion of foreign trade in natmnal income is inversely related

ot 35
to the size of the country and to the size of population. These arguments

17 pp. 274-6

Sauvy, op. cits,

18 : Aspects of the Economic Growth of
Kuzuets. S., "Quantitative Aspe
Nations, IX: ulz:ei and Structure of Foreign Trade: Comparisons for Recent

3. No. 1, Pe. 2,
Years'" Economic Devel and Cultural Chan Vol. 1
Nat10na1 Econo
Oct. 19m—mm€'§%rr‘ﬁﬁ—7_§ and the &
1 1965;.

(New Haven, Yale University Press
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are somewhat naive, however, since they ignore the role played by other
cooperant factors of production and the technology under which production
occurs. Given this technology, an increase in labour input without a
Corresponding increase in capital, say, will not necessarily lead to greater
Droductivity unless the technology permits a ‘substantial degree of
Substitution between factors. It is‘quite possible, of course, for an

Increase in population to affect technology positively, for instance, through

enlarging the pool of 'creative' manpower who are the sources of innovations

and technological progress, so that productivity may in fact improve, but
i 19
this js not an inevitable conclusion of the arguments advanced above.

Similar arguments may be applied to proponents of the application

Of the law of diminishing retums to, in pérticulax", agricultural

Productivity since the assumptions of a fixed supply of factors and the

dbsence of technological progress are again applied. There are again

Substantial evidence to suggest that these assumptionsat'® OverSimlicaticns.

Bileomw, for instance, discusses the types of responses to increasing

Population pressure on land, classifying these into 'demographic', 'economic'

and 'demgraphic-economic'.zo Demographic responses include changes in

r family planning, while economic responses

on and technological change, and

Wptiality, marital fertility o

™y be in the form of factor substituti

\

195ee United Nations; Department of Economic and Social Affairs,

Q 2
L. cit., pp. 485-6.

"populati pressures and Agricultural

Deve g gy k and kecent

. "¢lopment i 'he Countries: A Concep Framewor —ge

md‘?nCe", p;ge]r)e"emlgg,ﬁ"tgd at the Meeting of the Population Association of
Tica, Philadelphia, Apr. 1979.
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investment to increase productivity. Out-migration is considered a

demographic-economic response. The speed of these responses of course

differs, but over a period of time, all these will modify the initial impact

of populatlon growth. Again, Boserup argues that agncultural output may

be ralsed in response to pOpulatxon growth by bnn
cult1vat1on, by reducing the f£allow period, and by the expanded use of

ging uncultivated land into

multiple cmpping.21

With respect to migration itself, it has been argued that as

migrants tend to move from areas of low productivity to areas of high

productivity, the dverall productivity of the country's populatmn sh0u1d

increase. This is again a fallacy. To the extent that migration, partlcularly

rural -urban migration, is age-selective and education- or skill-selective,

the effect of these flows is usually to leave behind in the areas of 6rigin

educanonal or skill attainment and of h1gh age groups.
consequently reduced. At the same time,

migrants to urban areas may be faced with a labour market with deficient
t in rural areas may simply be

demand, so that the problem of underemploymen

those workers of low

Productivity in these areas 1S

pen unemployment or underemployment in urban areas.

productwlty is difficult to predict. Very

transformed into one of ©

If this occurs the net effect on

complex relationships and chains of causation are involved with migration
intensive research, the p1cture is not entirely clear.

flows, and despite
ve can no more than touch the surface of the

The brief discussion abo

21
(mimeo) .

Boserup, E., "population and Agricul tural Productivity"
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arguments advalnced.22 RS - e £F LRy

3.1.3 The Labour Market

'Ihe mlerions}rip between populatien and the labour force is one
facet of the ‘relationship between the fomer and resource ava11ab111ty, and
in the bas1s for the argunents of mderdevelopnent advanced by various authors
of economic development. The notion of rural overpopulation was used by
Nurkse in his discussion of agricul tural underemployment and the use of
Surplus labour, and by Le1benstem in his analysis of disguised unemployment .3
Their argunents were however challenged by other researchers who denied

24
that marginal productivity in agnculture was at or near zero.

The arguments presented above relate to the supply side of the
laboyr market, and are concerned in the main with total numbers rather than
“ith the components of the population. However, the growth of the labour
force need not coincide mtn the growth of population, since the former are
deter'ﬂu.ned by two factors - the age compos1t10n and the participation rate

In the labour force. The growth of populatmn, with a large increase in the
nlnber of young ch11dren will nesult in a less than proportionate growth

N the economically active populatmn and generally the labour force while

\

22 . : i f some issues. An excellent
‘lr See section 3.1.3 for a discussion of some ] i i
(Gep.” 1S provided in Todaro, M., Internal Migration in Developing Countries
Neva, Intermational Labour Office, :

£ Capital Formation in Underdevelo
ﬁﬁ&\ S?S;ng:d RBlagmlﬁbllmllogﬂj Leibenstein, H., Economic Bac %rdness

M (New York, Wiley, 1957).

A 24See for instance, Schultz, T.W., Transformin Tr:d;tloﬁmlty
I‘M{.’}%‘;‘¥Studles in Comparative Economcs, (New Haven, Yale Un
).
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an aging population will have the same effect.
Labour force participation rates depend on a number of factors.

Participation rates for males who, are household heads typically exhibit
little variation, and it can be ass:med that all male household heads will
be in the labour force. Males who are not household heads however have

participation rates affected by the level of education, and the income of

other members of the household. : Both these factors should be negatively

-"cbrmla't‘ed with labour force participation. Participation rates for

females, however depend. on marital status, income, education and fertility.

. Single females generally enter the labour force in the same way that males

do, although their participation rates are typically lower. Participation

rates decline as females get married and withdraw from the labour force,

but i'ise again after their children reach an age which permits them to work.
In ‘suunary, labour force participation rates depend both on economic and
demographic factors, with the latter being:

i) age
i1) sex ¢ 3 , '
iii) status (head of household/non-head) or marital status, and
iv) fertility

On the demand side, kum ots has been able to establish the

association between swings in populatlon g-mwth and in economic variables,

and hence employment varies with population g'l'OWth > However the relationship

—

25 ' :in the Growth of Population and in
Kuzmets, S., 'Long Swings 1n
Related Economic Variables', Proceedings of the American Philosophical

Society, Vol. 102, No. 1, Feb. 1958, pp. 25-52.
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is a less than direct one, since it is not possible to establish a causal
relationship between them. The demand for labour is essentially a function

of economic factors like relative wages and economic prosperity. Under

the usual assumptions of perfect competition in the labour market, full

employment can be maintained if wages are€ allowed to move freely. In

this case, the population factors affecting the supply of labour discussed

above may be said to have an impact on employment as well. Under conditions

of wage rigidity, however, the factor of adjustment between labour demand

and supply is the level of unemployment. The argument of the adverse

effects of population growth then nuns as follows: An increase in population,

Waccompanied by corresponding increases in other factors of production,

Or by developments in productive technology, will result in unemployment in

26
urban areas and underemployment in rural areas.” It has also been argued

that population characteristics exert some influences on various types of

me“‘NO)'ment. For instance, the risk of structural unemployment may be
greater with a declining population than with a rapidly growing pOpulation.27

\

: 26506 also Easterlin, R., Po ulation, Labour Force and Long Swings

N Economic Growth: The American Tience, W York, Nationa au
Economic Research : ation growth is then seen as affecting

the v and the capital/labour ratio. This

X m . . . tum U }
line of/:-:ggonr?;;oholgeseg?ggis not take into consideration economic responses
%0 these population pressures. See Boserup, op. Cit. B}ISbOI'rOW.g?nerahses
these responses to include 'demographic’ and ' demographic-economic '
B:Sponses. See his '"Population Pressures and Agncultural.Develapment in
Veloping Countries: A Concentual Framework and Recent Evidence", Paper
Iﬁf,‘.jiented at the Meeting of the population Association of America,

adelphia, April 1979.

ted Nations, Department of Economic and
d Consequences of Population Trends,

Soc; 27See Chapter XIIT of Uni
V011a1 Affairs, The Determinants an
« I, (New York, 1973).
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Apart from these considerations, migration is affected by

conditions prevailing in the labour market, and, according to Todaro, by

. . 28 ’ .
expectations as to what these conditions are. Thus migration flows may

be explained by relative wages, Say between rural and urban occupations,

and by expected wage differentials. Population and social factors like the

age structure and the level of education are powerful determinants of the

size of this migration flow, so that they have important bearings on the

on of the workforce and of employment. Among the 'push'
on land and the lack of employment

spatial distributi

factors may be cited pressure

opportunities.zg In developing countries, both 'push' and 'pull' factors

are operative. This is at variance with the contention that in developing

countries the former predominate while in the advanced countries, pull

factors in the form of increased demand for labour are the major

determinants of rural-urban migration.so The growth of the industrial

sector and the appearance of labour shortages in manufacturing establishments

in many developing countries 1is convincing proof of the fallacy of this

contention.

Labour Migration and Urban

28
.P., "A Model of ;
Todaro, M.P., " American Economic Review, Vol. 59,

Unemployment in Less Developed Countries
No. 1, Mar. 1969, pp. 138-48.

29 Internal Migration...., Op-. cit.

See Todaro, M.P.,

Opni i t. of Economic & Social Affairs, op.cit.,

pP. 480 state'&ht;zg N%;lg_i. egignt that these movements Eo th? cities respond
more to 'push' factors existing in agriculture than to 'pull' factors
Operating in the non-agricul tural sectors, rural-grban r{ugrat:or} In many
developing countries constitutes a transfer of underemployment in

agriculture to open unemployment OT underemployment in the cities™.
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There remains one area where population factors may be said to
have effects, albeit indirect, on employment. Changes in fertility and
mortality affect,in the long-run, the age composition of the population,
With the result that patterns of consumption change. This should, over
time bring about adjustments in the structure of production, and hence in
the composition of the employed workforce. As an example, an aging

Population is expected to consume a larger proportion of luxury and semi-

luxury goods. Since these goods are characterised by high elasticities of
demand, structural unemployment is said to be more likely in a declining

Or stationary population. .

The inter-relationships between population, labour force and
€conomic change have been detailed in several models. Notable among these

are the models of Enke and Blandy.32 These found that in the short-run, P

Population growth may have adverse effects on employment, although in the

long-np, development is accelerated. Apart from questions of specification

these models have been criticised as being too aggregative. More detailed

SPecification of the labour market is contained in the BACHUE series of

™dels developed by the International Labour Organisation, but the results

\

31 . .« of a Declining Population
See Reddaway, W.B., Wﬂ};—-—
‘S,Nf\” York, MacMillan, 12)’39). For arguments to contrary, see Lewis,
‘A, The Theory of Economic G . :

320enera1 Flectric Company, Technical Military Planning Operation,

ReScri rbara, General

Tiption : ~-Demographic Model, (Santa Barbara, Genera

Anectnc ";;;he Ecom-)mlcan y, Re, D atlon.and Employment Growth

CLIIntX‘oductm-y émpiric;ﬂ Exploration’, International Labour Review, Vol.
» No. 4, Oct. 1972, pp. 347-66.
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from these are also dependent upon the assumptions made . >>

3.1.4 Basic Needs

While planners have traditionally focussed attention on economic
aspects of development, growing interest has been expresscd in 'total”
development, with some emphasis on social welfare. This interest stems
from the awareness that the conventional factor inputs can account for

no more than a part of economic growth, and also from the view that

34

just economic growth.™ The

development implies a gre‘at deal more than

concept of basic needs, however, is more easily understood than defined,

titative terms. Nevertheless the f‘.’,11°”ingconsvi'd'emtions

are recognised as important:3S

especially in quan

i) education,
ii) health,
iii) nutrition,
iv) housing, and

v) accessibility to social amentities like water, electricity

and sanitation.

models - for Brazil, Kenya, the Philippines

33 ;
national
To date SO nodel - BACHUE - International - have

and Yugoslavia - and one international
been built.

34 ; : les of

ogical progress and human resources are examples o
qualitative Igpdl.\l?s)l ®see, for-instance, Leibenstein, H., "The Impact of
Population Growth on Economic Welfare - Non-Traditional Elements", in
National Academy of Sciences, Rapid Population Growth, (Baltimore, Johns
Hopkins Press 1971 pp. 175-98).

35 on these dimensions, see Hopkins, M. and
R. Van Der rbpgzeﬁ “‘?%Eén‘;ﬁﬁdand Social Factors in Devgelopment: A Socio-
economic Framework for Basic Needs Plammg",.lnternatlonal Labour
Orpantaction. world Bploynent Programe Working Paper Ro. NEP 2-S2/0
19, Jul. 1979.
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Education is a phase of the maturation process of the population,

even though persons reaching school- gomg age can either enter the school

System, or opt to remam outside 1t In general, howevcr, the educational

System receives on the one hand persons 'of school going age, and on the
Other, outputs graduands into t_he 1abour force. Apart from these obvious
linkages, education is related to populatlon vanables in the following way5:

i) The level of educational attamment bears an inverse

: - 36
relationship with fertility rates,

ii) The 1eve1 of educatmn also affects mgratlon and the

prooens1ty to migrate,

iii) If a family plannmg programme is in ex1stence, acceptance rates

may be closely related to the level of educatmnal

attainment. 57

The relationship between the structure of the populatlon and educatlon

Needs has already been discussed (section 3.1.) and requrnes no further

€laboration.
Health is indicated by 1ife expectan

Sense js intimately tied to population factors. Howeve

cy or mortality, and in this

r there are other

\

% ' tion Change on the
See Jones, G.W., 'Effects of Populat .
Natal’““eht of Educauonal Coals in ghe Developing Countries'', 1n

tional Academy of Sciences, OP- € , pp. AA-07.
37 Family Plannmg Evaluation

See, for instance, Paquéo V., "'I‘he
Slbnodeln chapterTS of Kintanar, A., et. al., Studies mlptlulin pine
\m‘DeﬂDgraphlc Relationships, (Lh1vers1ty of the Pﬁ']'pp'lL ’
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indicators, like the number of hospital beds per capita, the number of

doctors, nurses, outpatients, the number of rural health clinics, village

midwives, etc which are related to demographic factors, as well as other

dimensions of basic needs (in particular nutrition).

Food and nutrition is directly related to the demographic variables

in three main ways. These are:
i) Improved nutritional intake has beneficial effects on
, B h b

fertility,
dJuces mortality not only from undernutrition and

"

ii) It re
starvation, but also from infections and diseases, and

iii) It improves the health of the population
In addition, the nutritional intake of protein has been found to be
inversely related to household size. It has even been argued that a

programme to raise nutritional levels is an effective instrument of

population policy, even though such a programme should be complemented by

s «h 40
others such as health and family planning.

38Extensive literaturé on this §li?jeCt is cited in a paper
entitled "Micro-and Macro-Studies of the Links between Population, Food
and Nutrition with Application to National Development Policies", prepared

y ‘csion for Asia and the Pacific for the

Regional Seminar on an Integrated Approach to_ Population, Food and
Nutrition Policies and Programmes for National Development, Bangkok,
Jul. 1979.
"population Growth, Income

39 :
See Kogut, E.L. and C.G. Langoni, ¢ "
Distribution and é“éor’mmic pevelopment'’, International Labour Review,

Vol. III, No. 4, Apr. 1975, PP 321-34.
al Commission for Asia and the Pacific,

chonomic and Soci
op. cit.
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Apart from its relationship with population variables, nutrition

d to economic variables through its influence

y and quality of labour. At the

r food consumption is tie

1 the productivity and/or the quantit
ame time, the consumption of food is related to other demographic variables

N the manner described in section 3.1.Z.

Finally, with respect to housing and the provision of social

menities and infrastructure, population variables like age distribution,

may not be an easy task to
Further,

dgration all have some effects, although it

Lsentangle these from others brought about by other variables.

Nsofar as the satisfaction of basic needs is related to the distribution

indirect role also.
in a r_mnber of studies, but

f income, population factors play an

These linkages have been made explicit
asic needs modelling is a relatively recent phenom&non."1 Apart from its
*lated recognition, difficulties of quantificatioﬁ and the lack of reliable
data on social phenomena have been responsible for the slow deVBIOpmel"lt-

f this kind of mdels. An alternative approach - that of cqst-benefit
Malysis - has also been criticised on specific issues of the definition

Md measyrement of costs and benefits and of the appropriate rate of discomt.*

-

\

a1 i 5. ci d also J an

B See Hopkins and Van der Hoeven, =i- cit., an Japan,
zhf-hlstry of Pbalthpand Welfare. A Basic St on the Econometric Analysis
Social Security, (mimeo), (in Japanese), Mar. 1979. _

42 : g., "The Gains to India from Population
See, for instance Enke, - e Schemes", Review of ECOnomics

t an
Con T01: Incent
Some Money Measures and 5 1960, pP- 175-8T, his "The Economic

t 1 S o Ma
E\w ;sncs, Vol. XLII, No ,mwt, h**, EconomiC Journal, Vol. LXXVI, No. 301,

m : 1 t' n (‘ o .

:,ht;- 1966 ppowzxd\gsg?pléa?dl;:, G.. "The Cost and Pene :itge oleam1>t’ Pé:m}}np

' o] - f nstruction and Development, Sta
Sramnes'', International Bank for Reco H.. "Pitfalls in Benefit-Cost

‘

rkj i tein, H.,
ApXing Paper No. 12, 1971, and Leibenstelll, 22 Vol. 23, No. 2, July 1969,

ppalysis of Birth Prevention", Population STUCIZ>
+ 161-70,
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3.1.5 The Effect of Socio-economic Variables on Population:

In the above sections, we have sketched some relationships between

demographic and economic variables but have concentrated mainly on those

in which causation runs from the former to the latter. While these are

well known and have been used extenswely in plannmg mdels the reverse

t in the medlun to long-term

‘i

type of causal relat1onsh1ps is also mportan

In fact, the only justification for economic planners to treat popul ation

factors as eaogenous or to igmre»them altogether is that they are only

concerned with the short-run. Even so, there are some demographic responses

which occur quite rapidly. One major exanple is migration, and for this

reason, we shall d15cuss this sd);ect in some 1ength in tlhs section.

rst at demograpluc reSponse in general, Bllsborrow

ch were sa1d to determine the type of

Looking f.l.

outlined a number of factors whi

demographic response to be expected in agricultural areas. ‘These were43

i) the existing level of living,

ii) the availability of untapped, potentlally cu1t1vab1e land,

iii) the availability of other rural employment opportunities,

iv) the availability of urban employmen
intensive, land-saving technological

t opportunities,

v) the availability of labour-

change,

vi) the existing CTop structure and its capacity for change,

435i1sborrow, op. cit., PP 13-16. Examples of such responses

are contained in his paper.
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vii) the existing size of the rural pppulation relative to the

e urban population,
viii) the prevailing level of rural fertlllty and the strength

of factors mamtammg its h1gh level,

1x) the existing size of land holdings and their d15tr1but1on, and

V) soc1a1 and institutional factors.“

The above 1list is illustrative rather than comprehensive, but it highlights
the fact that the determinants of demographic change can be both economic

3 well as social.

Oommg to the components of population size and change, the
j st well h'lown relationship 1s between the level of fertlllty and income.
Indeeq this relationship is one of the cornerstones ‘of the concept of
the demograrhic transition. - Smply put, the demgraphlc transition
%scribes the process, observed in advanced countries, whereby as the
hcome o the country increased as a result of economic dewlopnent

‘ nbrtallty decline accelerated, followed, after a while by a ‘decline in

fertlllt)' Doubts have been expressed however, whether this notion

s a13'1311cable to underdeveloped countnes currently undergomg economic

glm"‘h- 6C'erta1nly, as section 3.1.1 showed only a weak relatlonsth, or

indimatarg

’b}h at 311, could be established between fertility .‘"\J coonomic

B ™
e —

Struc 44y ese are extremely numerous and complex, but they include class
ture, land ownership and tenure arrangements.
£ Change and Response in Modern

45 y
See Davis, K., '"The Theory ©
g;"ogaﬂuc History", Populanon Index, Vol. 29, No. 4, Oct. 1963,

i i 1 G "
Ye 461 delman, 1., "An Econometric Ana1y51$ of Population Growth',
lican Economic Review, Vol. L111, No. 3, Jun, 1963, pp. 314-39.
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.. of development. Nor were attempts to determine’ 'thresholds' of socio-
economic development beyond which fertility declines entirely" gmcessﬁﬂ.47

Apart from income levels, education has been found to be an
.important determinant of fertility. The relationship is an inverse one.

. The better educated invariably have lower fertility. There is of course
some multicollinearity between factors here. Higher incomes open the door
to better educational opportunities. While it has proved difficult to
separate these effects, education exerts a direct influence on f;ertility
by delaying marriage. Another factor is female labour force participation.
An increase in female labour force participation is said to be partly
responsible for a decline in fertility. Occupational structure also plays
. a role. Needless to say, the age distribution of the population. and 1life
expectancy are other demographic variables influencing fertility.

The same economic variables - the level of income, income
distribution and occupational structure - have been hypothesised to affect
mortality, but most expirical studies have found these effects to be
extremely weak ones. Nuptiality, on the other hand, has been found to be
related to such factors as the 1§ve1 of education, employment status,
female labour force participation, child mrtalit)"; and income.

An important area where economic variables play a major role is

migration, althoﬁgh the factors influencing the decision to migrate

47 cee Kirk, D., "A New Demographic Transition", in National
Academy of Sciences, op. Cit.



99

22

are numerous and conplex.48 These ecmomirc_va:r_iables include the 'push'
variables like low agricultural productivity and the 'pull’ variables 11ke
high urban wages. In the earliest models of migration, in fact, the
motivations to migrate were formulated in eoonomic teuns.49 Migrati.pn in
these models was brought about by the growth of the modern sector, and
Migration was thought of as having an equilibrating influence on income
disparities between rural and urban areas. The experience of developing
Countries, however, in which growing unembloynent in urban areas in.no
Way dampened migration flows, brought into question the validity of

these early models, and models by Todaro and others attempted to explain
this phenomenon in terms of the expectations of potential migrants.so

This model hypothesises that migration proceeds in response to rural -urban

e

48 e non-economic factors may be classified into social, physical,

d'*’“’Ogi'aphic cultural and commmnication. See Todaro, M.P., Intemnal
}pﬁﬁtion in Developing Countries (Geneva, Intermnational Labour Office, 1976)
+ 20,

49 . : sty -erom By e
These models are associated with Lewis and Ranis .
Lewis W.A. “EBconomic Development with Unlimited Supplies of Labour"

, W.A., "Economic Developme o g~ gy m),’ g

l‘h”CheSter School of Economic and Social Studies, Ne
bp. 139-91; and FEI, Tl and G. Ranis, "A Theory of Economic Development'',
Mmerican Economic Review. Vol. L1 No.'4 Sep. ‘1961, pp. 533°63. See also

€1ir Develomggt of the Labour Sui_'glus EconoEZ (Homewood, Irwin, 1964)
and Reynolds, L.G., onomic Development wi Surplus Labour: Some
Complications”, Oxford Economic Papers, Vol. XX1, No. 1, Mar. 1969,
PP. 89-103.

SOTodaro, M.P., "A Model of Labour Migration and Urban

Une - tries", American Economic Review, Vol.
lenployment in Less Developed Coun ’ Eiiins s titben

% No. ] . 138-48; his "Income )
thmtionl&:lhémigggc’ngpin Africa", International Labour Review, Vol. 104
%, S, Nov. 1971, pp. 387-413; his "Rural-Urban Migration Unemp oyment and
:ob Probabilities: Recent Theorectical and Empirical Research", in Coale,

*J. (ed.), Economic Factors in Population Growth, (London, MacMillan, 1976);
E"iS, J. and M.P. Todaro,-wgraéw\‘rz'—‘,'mé“t and Development: a Two-
12;‘21‘ Analysis", American Economic Review, Vol. LX, No. 1, Mar. 1970, pp

44
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differences in expected eamnings, S0 that potential .migrants are assumed
to maximise expected gains from migrafion. 'Ihelfactors which determine
the decision to migrate are predominantly ecoml_nig ones, and include urban
wages, self-employed-earnings in urban areas, goyeﬁmént policies, rural
incomes, cost of living and other oppdttunit)'".cc')sf’:s of.'migrating.

~ This basic model has been modi fied and"extend:ed by several authors,

notably Johnson, Corden and Findlay, Fields, and Steel and Takagi .>)

Jo};nson introduced variables for the rate of labour turnover and work sharing
through an extended fainily network, while Corden and Findlay modelled capital

mobility between rural and urban areas.52 Fields suggested three additional

variables which were likely to influence employment and underemployment.
These wefe the establishment of labour exchanges, the extent of 'over--
education'of the labour force, and the extent of job-hiring.53 Finally, Steel
and Takagi analysed the Harris-Todaro model, but extendedit to distinguish

between an urban intermediate sector, a rural non-agricultural sector, and
e G 54
an urban informal sector, in addition to the two existing sectors.

e

: Sli‘or an excellent review of migration models, see Todaro
Internal Migration..., op. cit., Chapter 3.

52 ' £ Rural-Urban Migration Models"
tructure o ’
Johmson, 6., he 3 1971, pp. 21-28; Corden, W.M. and R.

East Afri ic Review, Jun. : ili
: a)f":ncal;{) iolnhoign“cﬂo T Intersectoral Capital Mobility and Development
policy"’ Ecommica’ vol. 42 hb. 165 Febo 1975, pp- 59-78.

_Urban Migration, Urban Unemployment and

53 3 "
Fields, G., "Rural Journal of Development

Underemployment, and Job-Search Activity in LDC's™,
Economics, Vol. No. , Jun. 1975, pp- 165-87.

54 | ‘ :  "The Intermediate Sector, Unemployment

.F. and Y. Takagl . ) ! i i
and the filrrpfct;;':neér’lt‘:l(hr;ti:né:rt1 Conﬂict",’Nashnlle, Vandertilt University,
Department of Economics, 1976, mimeo-
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All these variables are represented in empirical models of
Mipration behaviour. In RACHUE-Philippines, for instance, the micro-
Propensity to migrate was made a function of work status, marital status,
®mployment status, respondent's occupation and respondent's father's
OCCupatioﬁ; ‘while the macro-propensity depended upon the distance of moves,
‘the extent of modern employment, the mumber of children in schools, the
@vailability of electricity and water supply and the extent of government
SPonsorhip. > :
The above discussion has highlighted not only the fact that complex
Tlationships exist between demographic and ecommic/socio—'ecomnﬁc
variﬁbles, but that these relationships are not always observable. The lack
- °f an observable relationship has in nény cases led researchers to éonclude
that the link between population and economic growth is a weak one‘; This
Onclusion is entirely unjustified, and can be attributed to m.is-sf)ecification,
°F to lack of consideration of the appropriate linkages. Attempts to remedy
this has resulted in economic-demographic models.56 While these have their
fair share of critics, simulations with ‘these models, and the experiences
Rined from the constﬁx:tion of new ones have demonstrated the numerous and

varied roles that models can play as instrurents of, and guides to economic

\

SSSee the references cited in section 3.1.1

56 those of thé RACHUE-series, the
Amo recent models are R 2w ’
&:PA model thremwtg; gge pDi models and the Elek model of Papua New Guinea.
» for instance, Rodgers, et. al., op. Cit., United Nations: Economic and
Rop.2! Commission for Asi *and the Pacific, Renort on Evaluation of the
1 A i Throueh the Application of
of Population Factors in the Planning Process mo-‘ = =
s AP g Plaming”, United States
S for Structural Analysis and Developme » X STLeTY
AW of the Census v’ash)i’n?ton, 1975, mimeo.: l_Elek, A.L., A Slmulatlon_mdel
S, W Guinea, (Canberra, Australian

f°r
Wﬂn Policy Formulation in Panua New
Nal University, T078)

-
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- Fig. 3.1 Flow Chart of An Economic Demographic Model: RACHUE-
1 Intemational

Scott Moreland, R., "A Demographic-Economic Model for
Developing Economies: BACr_{UE-Internatmnal", World
Employment Programme Working Paper No. 70, International
Labour Organisation, Dec. 1978.

Source:
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Planners. By specifying as explicitly as possible linkages between
Variables, the models are able to project not only changes in 'target’
Variables in response to changes in other variables, but also trace their
time paths, thereby accomodating responses with different lags. Fig. 3.1,
the flow chart of the economic-demographic model known as BACHUE-International,
lustrates the principal linkages between sectors in a typical nr)del.57
As more and better models are built, these linkage§ will become clearer, and
the understanding of these can be enhanced.

In the remainder of this chapter, an attempt will be made to relate

these relationships to the Malaysian situation.

3.2 Issues and Approaches

" As has been touched upon in section 3.1 the population problem has
been very widely recognized as forming an integral part of the development
Process, and demographic variables are increasingly being considered in
deVelo,Dment planning. But in practice the incorporation of demographic
Variables in development plans has been less than complete if not fragmentary
- Non-systematic. It is clear from'the Conceptual Framework that the
"ews are many and often conflicting and the empirically unverified issues
nu"emus- Planning cannot adeduately take into account population factors

N the absence of a comprehensive analytical framework or model in which the

\

) 57 RACHUE- : i of five BACHUE models that have
hltherto beeaﬁ buili";;";??ﬁgl. 1.\}tc”i‘f\corporates the experiences gained from
"sggelling specific countries, and therefore may be considered a general model.

"breland, R., "A Demgraphic-Economic Model for I_)evelopmg Economies:

Inte B International" World Employment Programme Working Paper No. 70,

*Mational Labour Organisation, Dec. 1978.
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3
complicated system of interrelations between demographic and economic and

social variables is explicitly specified and the variables themselves are

determined simul taneously.

To unravel the interactions between population and socio-economic

development, the three fundamental issues are:

i) the identification of the relevant demographic and

development variables and connections involved;

i 4i) the determination of the various forms of interactions; and

iii) the assessment of the relative importance and significance

of the variables.

* Demographic variables enter into planning considerations as both
determinants and consequences of economic development and social progress.

On the one hand, population affects development through its dual role as a

body of producers and consumers. The economic and social implications of

population trends have to be considered. The demographic variables relevant

to planning thus include: population size and growth as determined by fertilit-,

mortality and migration, as well as population components in temms of sex anc

age structure, spatial distribution of the population etc. On the other hanc,

demographic factors may be considered as consequences of planning since they

are affected either directly or indirectly by economic and social changes

in the planned development process. This two-way interaction between

Population and socio-economic development was discussed in the first section.

The ensuing discussion will focus on the first part of the interaction

le. the effects on socio-economicC development of population variables on the

assumption that the latter are exogenously determined. In effect, of course,

Population and socio-economicC variables are linked in a complex and intricate
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network of interactions which integrate the development process.
: 'Ihe“c‘omplexity of issues and lack of a consistent framework is
reflected in a certain ambivalence among Malaysian development planners.
‘\hvil‘e‘ the potential of the population both in terms of human resources and
in terms of its contribution to productivity increases broadly defined is
acknowledged; there is also concern about the adverse effects of rapid
Population growth and consequent changes in the population structure on the

rate of economic growth, the pattern and level of consumption and investments,

demand for social services and the employment problem. With the increasing
emphasis on regional planning there has been correspondingly a growing
awareness of the importance of the spatial distribution aspects of the

Population. More recently attention has also been focussed on the links

between population and the environment.
The point to note though is that the approach to population and

development adopted in Malaysian development plans is piecemeal and often
Vague. Only those "population responsive policies (eg. education, health
. and housing) determined by population projections and "population influencing"

Policies (eg. family planning and land development) with clearly stated aims

ad direct implications are based on explicit assumptions regarding the links

between poprlation factors and other socio-economic variables. But there are

Still many areas where ther significance DI PalIcy Juis IPRIon . [OSIRy

Prescriptions is not recognized because the "hidden’ effects of the links

between demographic and socio-economic factorshavenot been taken into account.

Since it is obviously beyond our scope to cover all possible linkages

anq consequences nor to verify these with empirical evidence, our attemnt to

"arrow the gap between conceptual generalizations i oo T o e
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in the field of population and development will be confined only to those
issues and possible interactions thought to be relevant in the Malaysian

context. Where available empirical evidence will be used to substantiate

the Malaysian case.
The approach is essentially attuned to the "population problem"

as conceived of in Malaysia in terms of a growing and relatively yomg
population. But obviously it should be stressed that even in the context of
the links between population and development, the concerns would be different
in the longer run if Malaysia's present family planning programmes are
effective and population growth stabilizes in which case the problems would
take the form of a stable or dwindling and older population.

3.3 Population and Economic Growth

In considering the nature of the relationsips between population
and economic growth, this section will focus on the one hand, on population

size, composition and distribution as well as the trends and components of

nopulation growth, and on the other hand, on the main determinants of

economic growth: savings and investments, labour, and productivity. Economic

growth is defined generally in terms of a sustained increase in national

product or income in the aggrepate OT per capita. But in the broader context,

economic development implies also changes in the composition of demand for

goods and services, the supply of factors of production and their productivity

and the structure and degree of diversification of the economy.

"The many ways in which population affects economic growth and
social progress derive from man's double role as the basic agent and final
goal of economic and social change. It is fundamentally through its dual

role as producer and consumer that population influences other economic and
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social factors; and the balance of the effects on production and consumption,

| interpreted in their broadest sense, determine the impact of demographic

factors on levels and conditions of living;"ss The net effect, however, is
the outcome of an almost infinitely complex network of associations;. AIn“the
face of this complexity of relations and in the absence of a comprehensive
framework for analysis, the approach adopted here will focus on the
traditional determinants of economic growth. Population is seen as
“Influencing economic growth through its effects upon the basic factors of
Production. These traditional inputs in turn are assumed to determine
Income or output through implicitly dssumed or explicitly specified
Telationships. i | it e y
The aim in this section is three-fold:
i) to examine the pattern of relationships between population
and natural resources, capital and labour;.
- ii) to assess the relative importance of demographic factors
as compared to other determinants of resources, capital
and labour; and

iii) to evaluate the relative contribution of these traditional :

L4

inputs to economic growth.
It should, however, be stated from the outset that there is increasing

’ a"al'eness that economic development performance cannot be explained

Satisfactorily in terms of the traditional inputs and that the role of

L

' 58 "population Change and
Report of the Secretary-General, ''Popula ge
ESonomc andpoSocial Develonment'l:yin United Nations, Population Debate

I)l%"‘ensions and Persp_?ctives. Papers of the Norld Population Conferences.
larest, . Volume I, p. 63. ; A ,
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intangible factors which may broadly be sumarized inder the heading of

. Producitiwity increases is significant. It is generally recognized that
population size, growth and composition may affect productiﬁty in such
diverse ways as through the factors proportion and methods of p'r‘oi&uction;

.. the structure of the economy and changes in it; specialization and economics
of scale; innovations and technological progress, the skills and qﬁ;lity of
the‘ labour force, etc. Unfortunately, as can be seen from the Conééptual
Framework, many of these interrelationships have not been or have only been
partly researched; in part due to the complex nature of the PmdUCti‘;ity
concept itself. The discussion that follows will attempt to include

productivity considerations under the various aspects of populaiion and
economic growth. ' | By
3.3.1 Population and the Overall Rate of Economic Growth

The level, structure and rate of growth of the population have a
great impad on the crucial decisions to be made in development planning.
The first and most obvious consideratiqn is that the socially necessary rate
of growth in any plan period must be mlat_gd, among qtl'ler. things, to the rate
of growth of the population. Inhall developing countries, increasing the
level of living of the'péople represents the primary goal of development.
Per capita income, the most @mn though imprecise indicator of levels and
conditions of living, shows the link between growth of income and growth of
Population. Given targets in tems of the growth of total income or output,
the population factor will determine whether such growth will be sufficient

to absorb the effects of a growing population on levels of living. Given
targets in tems of increase in per capita income, population growth will
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determine the rate at which total income will have to grow to achieve the
Set target. From a mathematical point of view, then, trends in population
are as important as trends in production in determining levels of per

Capita income in a.country. .-

Population growth therefore sets a floor to the socially acceptable
‘Minimm rate of growth in a development plan. But the actual rate of growth
Mhich can be targetted for is determined with reference to the availability
Of basic productive resources and other technical, institutional and sbélial
behavioural parameters. . AR

.. In Malaysia's development plans, the rate of population growth does
™ot appear to.be the main determinant of economic growth targets. The
Outline Perspective Plan 1971-90, for example, fixed the target growth rate
°f P at factor cost in real teyms at 8.0% per annum on the basis of °
Xpected output frofn‘ agricultural gnd industrial expansion, potential output
pa"'timlarly from the oil andnatural éas sector, investment and consumption
re“ds and proJected export growth 59 It is only in a different section of the

%tllne Perspectlve p]_an on fu],]_ employment that the populatlon factor is

Dec1f1cally brought in. But it can be seen that since natural increase is

tl'ﬂ.‘alted at only 1 6‘2 per annum in the 1971 90 period, this factor comes in
S the lower lmut of economic gTOWth With total GDP growing at 8.0% and
p"blllatlon mcrease at around 2. 6% per capita figures will clearly allow
hsl"g standards of living. In a consxderatmn of Malaysia's development
Strengths and Challenges, popmatiqn is in f??t not seen as posing a serious
R | 0.

Thlrd Malaysia Plan 1976-1980. Kuala Lumpur: Government Press, 1976

, 53-



problem:
"One of Malaysia's strengths is her young, adaptable and dextrous
population -and work force wh1ch with the 1nplementatmn of the government's

education policies, is now substantially literate. They constitute not only

a strong motivating force for social and economic advancement but also a
of employable skills which can be hamessed for the

potential reservoir

development effort'.

3.3.2 Population and Natural Resources
Listonca.uy, t_he mterest in the links between population and

economic gmwth centred on the relanonsh1p between population and limited

natural resources, partxcularly land. The Malthusian argument is well

known. But the importance traditionall
by 1np11cat1on to that of land-man ratio in economic growth has declined

This issue will be discussed further in the section on Population
But in the context of Malaysia's growth efforts, some

pects can be considered:

y assigned to the role of land and

sharply.
and Agricul ture.

general and some more spec_::ific as
i) For the economic growth effort. Malaysia is generally considered to

be favourably placed in terms of a relatively small population, rich

s. and perhaps as important, a bright potential for

naturzl resources,
increasing the resource base. ''The prospects for accelerated growth

of the Malaysian economy are bright. They have their origin in the
country's large endowment of natural

61

resources relative to the size of its

population''.

%0pid. pp. 40-41.

6lrhid. p. 52.
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ii) A distinction made by Simon Kuznets gets at the crux of the issue:
""the scarcity of natural resources in the underdeveloped countries is
primarily a function of underdevelopment; underdevelopment is not a
function of scarce natural resources".ﬁz-An over-pessimistic view

| of thg irrp'act'of population growth on natural resources and through
_ :thes_e on economic growth does not appear warranted if Malaysia
considers that the exploitation of natural resources is not only
below the feasible potential but also that with economic growth
itself could come greater knowledge an& capacity to exploit more
" fully her natural wealth. A casé in point is the growing importance
of Malaysia's petroleum and natural gas deposits. '

iii) The relévant issies involve not so much a scarcity of land limiting

growth as the role of given natural resources versus that of the

potential for technological progress. The population factor comes in
terms of human skills cohtributing to the use of advanced technology
to remove the limitations of natural resources. Also, a shift in
perception of resovrces as a matter of natural endowment to one of
technology and human and physical capital formation will alter the
planner's view of the relations between population and resources and
therefore between population and economic development.

The above is not to imply that Malaysia does not have to be concerned

about the effects of population growth on resources, particularly in

the longer run. Malaysia is already cognizant of the fact that there

are ultimate limits to agricultural land (already the major land

iv)

e

. 62, Kuznets, Population, Capital and Growth Selected Essays London:
Hemem::mn, 1974 p. 9.




v)

Vi)

. while the country as a whole enjoys a rich

_ distribution and resou
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development authority in the country, Felda, is rethinking its policy
especially with regard to the size of land given to settlers). And

of course, there is no assurance that the potential for technological

process will actually be realized or that it will compensate the effects

of high rates of population growth. In areas where density and

populat.ion-land ratios. are already very high and land scarcity is

associated with low productivity, it is clear that substantial

population growth cannot but have adverse effects.

It is precisely because Malaysia is aware of the links between population
rces that increasing attention is devoted to
regional planning, locational strategies and population redistribution

policies. Malaysia has been more sensitive than many other South-East

Asian countries to the significance of population distribution in the

development process and has assigned greater emphasis not only to regional

development but also to policy implications and policy prescriptions for

. 63
spatial mobility of the population.
egorized as a land surplus economy and

resource endowment, what

While Malaysia can still be cat

is important for the economic growth effort is that both population

resources and natural resources are not evenly distributed.

3.3.3 Population and Capital Formation

economic growth process is very €

The primary role assigned to capital and capital formation in the

vident in all Malaysia's development plans.

’

——

al and Growth Selected Essays London:

635. Kuznets, Population, Capit

Heinemann, 1974 p. 9.
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The Outline Perspective Plan 1971-90, for example states that ""a major
requirement for the targetted expansion of the economy will be strong
investment growth, both private and public".64 The interactions between
aeHDgraphic factors and capital formation can be discussed in temms of the
three stages of capital formation-savings, investment and financing.

Savings, that is the foregoing of current consumption to free
Tesources for capital formation is carried out by three different groups
In the economy-the private, corporate and public sectors. It is especially
In the private sector that demographic factors are thought to play a
Significant though perhaps not crucial role in affecting savings decisions
ad performance. It is generally assumed that age and age distribution of
the population are among the most important demographic variables that
affect savings capacity and patterns; with age structure of the population
the result of past and present trends of mortality, migration and especially
fertility. The impact of the age distribution on savings is seen to be
"ani fested through the nature of the population as both consumers and
Producers. People in different age groups have different consumption needs,
% that with a growing population and consequent changes in its age Structure,
otay consumption requirements and the residual of income for savings would
“hange The age structure also determines the proportion of non-workers to

"'“Pkers in the population ie the dependency ratio with its implications for

Pe . .
¥ Capita income and savings.
The issues concerning population growth and composition, dependency,

i
rk:0"'3. consumption and savings are complex, many-faceted and often

\

64Third Malaysia Plan 1976-1980 op. cit. p. 4.
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conflicting. While it is generally agreed that a larger population size

implies lower per capita income in terms of total income divided among
more members and a larger share of total income going to consumption needs

and therefore a lower savings capacity; others are quick to point out

that it is not per capita income but household income that will bear on
privatesavings. But here, the nature of interactions has yet to be

unravelled. Adult equivalent scales have not been able to provide for the

effects of varying family composition on consumption patterns and

expenditures. Empirically, a younger age dlstrlbution of the population

usually implies a larger average Size of the household. But while on the one
hand, a larger household or family size is normally accompamed by larger

household income, the positive income effect could be negated by h1gher

consumption expenditures so that the overall effect of a lérger household

size could be a negative one. Another approach, however, stresses that

the effect of an increase in the size of the household hﬁy not be so

important if there is a switch in expenditure patterns from luxuries to

necessities so that inccme left over for savings is not affected; if
larger families enjoy the benefits of considerable economies of scale; if

larger families imply a larger mumber of children whose needs are usually
less than those of an adult; or if a larger number of children infact

heightens the motivation to save.
On the issue of the dependency ratio, an mcreasin lén the inactive

ome,
population is usually taken to mean not only lower per capitaA other things

being equal, but also high consumption and consequent low savings. But

it is pointed out by others that low levels of living and pressures
resulting from an unfavourable age distribution may force more people into
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the active population category either in terms of earlier entry into or
laterwithdrawal from the labour force and also that a larger number of
children in the dependent age group may represent on additional incentive

to save. ,
 Other writers argue that it is not per capita income but the

distribution of income that determines savings'.65 But little real knowledge
is available on the possible effect of the structure of the population on

the distribution of income. In Malaysia there are the added complications

of the multiracial characteristic of the population, the serious ethnic
inequality of distribution of income and the influence of the New Economic
Policy, all of which could directly of indirectly affect patterns aad levels

of savings. To add to the confusion, others have introduced the concepts

Of permnent’ ihiowe’ anid the 1166 Syi@"as’ the’ sl S tSTRINARTS CConsulieson

and savings. ne

For practical planning or policy purposes, the above confusion does

Not appear to contribute much, but some points can be noted:
1) The form of the savings or consumption function _applical;le in the
country will have to be carefully studied
population factors can be assessed. The assumption of a simple function

with total consumption or savings being determined only by the level of

before the impact of

Per.capita income has been seriously questioned‘by many people. The

i

e i d the Theory of Consumer Behaviour.
J. Dusenberry, Income, Saving an
%ﬁdge, Mass.: Harvard’llhlve;'sny Press, 1964.

digliani, "Utiligy A.nalysi§ and the

Cons ion Function: terpretation of Cross-Section Data" in K.K. Kuriharas

(ed.m;gnxeyneg::'ﬁgn;:ﬁz? New BWiCkl:’e Rutﬁgzi'sml.h\tv?;s:?y Pri‘s?, 1954
MiTton Friedman, "Choice, Chance and the Perso stribution of Income,"

ourna) of Political Economy, August 1953.

665ee R.C. Brumberg and F. Mo
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issue a;go becomes’ mre'compl.ilcated when we consider thaf the different
;'raéés in.tvialaysia not on'l);'tend‘ to have different .average size households
but also different consumption and therefore savings patterns.

Similarly we are not yet clear about the actual effects of the dependency
ratio on savings. The Review of, the Third Malaysia Plan does not go
beyond stating that the maJor cppseqx;erxde of the age structure of the
population is the high dependeﬁcy ratio where every four persons of
"uprl__'cing age will support about three dependents. 'Ihe socio-economic

implication of a high dependency ratio is a substantia! demand for such

iii)

iv)

social services as education, health and housiﬁg"?7

Even if démographic factors have a pbsitive effect on actual savings, in
a ldevelopin’g country, the chamnels for making productive use of these
savings of the private sector may be limited. In other words, the

government will have to be concerned with the financing aspect of capital
formation. Again, savings patterns in a developing country may not be
condusive to productive investment purposes. In Malaysia it is all too

often that we hear of the money belt among the Chinese and gold and -

jewellery among the kampung people.
Demographic considerations assume a different role if we consider that

voluntary domestic savings normally account for only a small portion of

total savings in a developing country and is by no means near the amount

e sufficient for economic growth. In

@P for 1980 or about

needed to create capital at a rat

Malaysia, private‘savings, is estimated at 14.4% of

S ———

67Mid-Term Review of the Third Malaysia Plan 1976-1980 Kuala Lumpur.

Covernment Press, 1979. p. 00.
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20% of privai:e disposable income.68 Total private investment is expected
to account for more than 60% of total investments targetted for the
development effort during the Third Malaysia Plan periad, but of this
aimunt private domestic savings will account for only 37%, the remainder
coming from inflow of foreign capital (24%) and public sector financing
in the private sector and other transfers (39%).69

Business savings and government savings are determined by entirely

different considerations from-those affecting household savings. From

‘the business point of view, two fundamental comsiderations are that

population growth and composition will a) through the consumer market

affect business decisions. A larger population may make investments

H)

more at;trractive in térms of a larger market, while the composition of

the po;iulatim 'will affect the demand and supply of goods -and services;

.land b) through the labour market affect capital-labour ratios (ie effect

factor proportions in the country). Demographic changes resulting in
large entries into the labour force and employment pressures may have an
impact on long-term changes in techniques of production. Malaysia, for
€Xample, is constantly encouraging the use ‘of labour intensive techniques
and while it is true that labour will still have to work with physical
Capital, the requirements for capital formation will be different.

From the government point of view, it is true that a high-fertility
Populatjon characterized by a large proportion in the. younger age groups
Will absorb income that otherwise might have been saved and used to raise

- . i have poi
the country's productive capacity. But various authors pointed out

68
GQIb\ld' p. 19
Ibid. pp. 118-120
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that population size and density are linked to certain economies of

scale in public expendlture The argument goes that cost of maintenance

of administration and certain public services reqmre ‘some minimum

expendi ture which does not necessarily increase proportlonately with

the size of the population. But what the Quantitative importance of

the economies of scale to be achieved with a larger populatmn are

cannot easily be assessed.

vii) The supply of funds issue 1s certainly not so serious for Malaysia as

it is for many developing countries in view of her comfortable Balance

of Payments position, Strong external reserves and credit worthly position.

Seen in this 1ight the significance of demographic factors poles. In
_ Malaysia too it is not the lack of funds that is responsible for

shortfalls in the implementatiOn of development projects but rather

the shortage of trained manpower. Even if funds for capital formation

the capacity to alsorb capital productively may be

jent skilled or qualified manpower, poor

were forthcoming,

limited in view of insuffic

market ‘arrangement, basic infrastructure, €tc.

Having discussed demographic facto
ds available for capital formation, we go on to

rs in as far as they affect the

supply of part of the fun

discuss how these factors influence the demand for and the availability of
capital goods and investment. In the first place, demographic factors
feature in planning in as far as the growth of population determines the

t needed to at least maintain existing standards of

lower limit of investmen
living. In the second place, the upger 1imit of investment is determined
by the minimum acceptable share of consumption in the national income which,

as noted earlier, is partly influenced by "population trends and composition.
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Discussion of the interactions between demogr_a;ilic factors and
investment centre around the argment that rapid populgtion growthrnot only
tends to reduce the funds available for inves tment but also diverts a
larger share of potenpial additions to the stock of' capitgl to "demographic
Incfea's'es in population and consequently in labour force
. the needs of the enlarged population and to

necessary equipment and materials.

investments''.

4

require investment to satisfy

provide the additional labour force with the

The so-called Harrod-Domar models show that, depending on the value of the

capital-output ratio, "demographic investments"l.T-those required to maintain

existing standards of living may absorb the larger part of the country's

investments leaving little residual for increasing capital per worker,

Productivity and income. Another way of looking at the issue is that a

young and growing population requires substantial investments in housing,

schools, health, social overhead capital.ls,udx
This will tend to raise the capital -output ratio and

as commmications, power,

transportation etc.
thus the required rate of capital formation needed to achieve predetermined
€conomic growth targets. :

There is little doubt that the most- importart influence of

demographic factors is that exerted on the required levels of capital

formation. '"Even when recognizing the limitations of a simple model of the

Harrod-Domar type and the difficulties encountered in p
can be argued that rapid population growth wili

Cl"eate requimnts for cap]_ta.l formatian WhiCh if not mkmg economic gm\‘th

impossible will certainly curtail the potential 1
BMch would have been possible without Such PRI SERCR JENESC:

ractice in estimating
the capital-output ratio, it

ncreases in levels of livinc
70

\

terminants_and Consequences of Population
65.

7Olhited Nations, The De

Tre“‘t. Volume I. New York: . P



1SV
43

Apart from the growth and age composition of the population,

ribution and density pattemns can also have an effect on investments.

its dist

Investments in pubhc services including the setting up of urban centres

etc. will depend on the patterns of settlement of the population and its

density. On the other hand, investment and locational strategies related

_ to economic and social development and reflecting decisions taken not only

by national and subnational government agencies but also by private fimms

within the country, multilateral corporations and international agencies will

have the power to retain, attract or redirect flows of workers and hence of

their families and the commercial and other infrastructure which coalesce

around significant employment _Jfoci.
In sum, although there are many reas
mmation needs, levels and patterns; for practical

ons to link demographic

factors with capital fo
planning purposes, there is as yet little evidence available as to the
" yelative importance of these factors conpared to other determinants of

investment. Also, while planners still assign a crucial role to capital
formation in determining economic growth, increasing weightage is being
given to other determinants of economic growth.

"In so far as the influence of the physical inputs of land and

capital is overshadowed by technological Progress, improvements in the

quality of resources (including human resources), economies of scale, and

a substantial margin the qmntitative impact of demographic factors on

economic waﬂ\".71

A growth model based only on capital and using capital-output ratios

purposes since it ignores ﬂf\e role of other

is not useful for planning

laysia Vian 2° 2 S

lReport of the Secretary General, "population Change and Economic

and Social Development', OP- cit. p. 67
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variables in economic growth. Malaysian planping is clearly based on the

approach that it is not just physical capital but human capital that wil!
determine economic growth Malaysia is placing a great deal of emphasis
on manpower planning and the development of hm lésources because of the
- recognition on the one hand, of the povt'ential_. of the population and work

. force and on the other, that "a principal constraint in acceleratiné

socio-economic development is the shortage of trained mafmpov»'ex"'."2 It is

also worth noting that in the case of Malaysia, new discoveries and
technological advances have played an important role in economic growth - t*.

petroleum industry being the best example.

3.3.4 Population and Employment

In broad terms, there are two facets of the relations between

population, employment and economic development. One aspect relates to

population in its capacity as producenp ie as one of the factors of producti..:
the 1labour force to the economic growth effort.

s that full utilization of human resource:

" and the contribution of
The second and as important facet i
is itself a basic goal of development policy
closely linked to economic growth. This distinction can be seen in Malaysio's
ch identify economic growth and employment as two goals
of viewing the issue is that whereas the size,

although undoubtedly still

development plans whi

of development. Another way
growth and composition of the population are among the basic determinants

economic growth, structure and production relations

of the supply of labour;
In other words, while population growth

underlie the demand for labour.

" Third Malaysia Plan 1876-1980. op. cit. p. 138.
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!
provides a higher productlve potent1a.1 thmugh increased supply of labour;

it does not of itself brmg about hlgher levels of productlon or employment,

'Ihe supply of labour is nomally mterpreted as dependent on:
i) the size of the adult populatlon, 11) the part1c1pat10n rates appllcable
to each sex/race/age ce11 in the adult p0pulat10n. V1ewed in this way, it is
nomallv stressed that the dommant 1nﬂuence on the accleratmn of the

labour force growth in Malaysm 1s the rap1d growth of t.he adult populauon

al though thene is lag between them. In the short to medium term. of course,

the rate of present population growth has v1rtua11y no effect on the numbers

entering the labour force; the relative increase in their numbers rises

progressively only a fter about fifteen years with higher rates of population

growth.

While the link between the size of the labour force and the size

and growth of the population is relat1ve1y obv10us and straightforward,

the effects of changes in the composition of the
In Malaysia, for example, the larger share

population on the labour

force need deeper examination.

of females in the labour force over the years was probably directly related

to their faster rise in population than to-higher Pal’tiCipation rates. In

fact, female participation rates fell over the years. Some of the influences

that could affect the entry of females into the labour force are the lmproxererr

in the social status of women, greater educational opportunities for women,

the changing role of women with urbanization, and even whether a woman needs

to work with rising levels of income. But whether these influences operate to

increase or decrease female participation rates is not clear.

The change in the composition of the popul
ase in the proportion of young people especially

ation which is most often

Stressed is the sharp incre
those in the 15-19 years age group- Malaysia has correspondingly had an
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lncl‘ease in the share of young people in the labour force. But over the
Years there has mfact been a fall in part1c1pat10n rate of this group.
The part1c1pat1on rate of those in the older 50-61 years age group has

}a;SO fallen. The explanation generally offered being the expansion of
Secondary education on one side and earlier retirement on the other. The

ag? factor is a significant because of the different age composition of

‘%Se who enter the labour force and those who retire or withdraw for

Various reasons. The young are the new entrants into the labour force and are

ot directly eligible for the jobs vacanted by the older group.

The racial composition of the population would also be an important

factor to consider as influence, the actual supply of labour is very much

%termined by the relevant participation rates which are themselves influenced

by very complex factors. In assessing the role of population in labour supply

d the role of labour in economic growth, it is crucial to note that the

supply of labour is itself a function of the demand for labour which is
detel'mined by economic growth performance . The mumber of people offering

t)\e"stﬂves for work would tend to alter with the job market si
changes in social values and attitudes

tuation, and

Uso Wlth c.hanges in income levels,

M even jnstitutional changes. At any one time there are always some

mrginal potential workers available. These people can be considered as

bel“g on the fringes of labour force participation or as 1abour

| b brought in, could contribute to the economic growth effort. They may

‘%1% married women, young and old dependents etc. partlcularl)’ in the rural

reserve who,

q 3
™as ang traditional sectors. For example, the size€ of the labour force

icantly with the
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of additional workers eg:.: iﬁe timing of school terms and holidays would
determine whether tf\e youngér menb_ers can participate in work. But
more important are the seasonal changes in demand affecting participation
In busy periods of the agricultural cycles, many additional members could
take up economic activities to 'n.\eet fhe peak season demand for their labour.
It is also pertinent to stress that the size of the labour supply
is sensitive to changeé in employment opportunities available. Many people
not now looking for wofk might enter the labour market if the demand for
labour picked up and made it attractive for them to do so. The interaction
between the supply of and the demand for labour helps to explain why an
increase in employment opportunities can, infact, be accompanied by an
increase in unemployment. : The exact role of population in this interaction

is not clear.
It is also not clear how membership in the labour force would

change with increases in income leve's that accompany economic growth.
Accofding to the "additional worker" ‘hynothesis, there may be those who ;.

forced to take up paid work to supplement family incomes but who would

leave as family situations improve. But on the other hand, it is also

possible that the revolution of rising expectations and growing material

needs that tend to accompany increases in general income levels may provide

incentives to continue working and even force more women to work to keep

W living standards.. Certainly, there is evidence in this comtry that both

the increasing monetization of the rural areas and the setting up of industries

has drawn into the labour more women workers.
A final point to make is that while population would affect the

Size of the labour supply, it is difficult to tell how or whether it affects
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the intensity or efficiency of wrok. For the economic growth effort it is
Mot just the number of economlcally act1vc ponulatlon but the amount and
Quality of thn labour cffort that 1s mmortant. ‘

Broadly Speakmg, three kmds of mterrelated cconomic changes
8Sociated with different rates of population growth are rclevant when
praising the growth of employment oppvortunities: i) the ratc of economic
‘.ex’.’ansion; ii) the structurc of output; and iii) the pattemn of growth.

In its simplcst form, the argument is that a slower rate of population
frowth as through lower fertility will have a favourable impact on labour
fabsOrption since (as explained in a previous scction) it allows not only
higher ner capita income levels but also the saving of a larger nroportion ot
"tionai mconr which can be dﬁvotﬂd to productwc mvestments. A higher rat»
e Canital accumulatlon other things being equal, will mean the absorption of

larger number of persons in productive emoloyment. But in evaluating the
hle of nonulation growth in this context, some attenfion should be »naid to
Y ; imact of moro rapid canital accumulation on tcchnologucal and productivircy
h’anoes nghcr income levels may lead to significant increases in
Pmductivity both in the medium and long run caused by a hcttc'r-fed, trained
¥ ®ducated labour-force and by greatel; capital intensity in the nroduction
CSs. Higher income levels with lower fertility may also 1nf1umcc
h"“’1°lzlcal changes which may not be employment= f"WOUng

It was also noted carlier that changes in the comosition of the
uh’“lation would led to changes in the demand for various goods and scrvices
Fthe economy. But the production of diffcrent goods and services would

Y different labour or capital intensities. For example, a young

haram P. Ghai, "Ponulation Growth, Labour Absorntion and Income

butlon in Unitod Nanons The Population Debate Nimensions and
nectl\'\_\s PJ)CTS Of th(\ ~!or1d |5oniilat10n u;n'crcnc» COIW I EuCllar 'St
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population would normally mean that a 'significant part of output growth

would have to be in terms of basic infrastructural facilities which tend

to be capital rather than labour-intensive, and thus the employment-
creation potential would be lower. :

© Finally, many authors have stressed that labour absorption in
an economy is very much a function of the pattem of economic growth. It
is obvious that a development strategy that emphasizes aggregate growth
as the prime objective of economic development (perhaps prompted by the
concern for coping with high rates of population growth), that subscribes
to the macro-economic or 'trickle-down' theories and without sufficient
regard for the distributional and employment consequences of development
policies will have a labour absorption potential quite different from that
which emphasizes emplyment as a priority goal. A fundamental issue involves
the conflict of goals between increasing income and increasing 'errployment.74

. While population growth implies in practice am automatic increase irth.
increase supply of the labour factor, it does not by itself create higher
employment. In fact, in a developing country like Malaysia where deficiency

of demand is not the major factor causing unemployment, rapid population

and labour force growth are seen as, further detcriorating the imbalance

between the supply of and demand for labour. An increase in population
unaccompanied by corresponding increases in other factors of production

| with which labour must work, or by downward adjustments in wages or by

developments in productive technology: will tend to result in unemployment in
urban aress and underemployment in the rural areas. In this context, several

Income Distribution, Employment and Poverty in
th In West Malaysia 1957-1970."Ph.D. thesis

Malaya June 1978. p. 149.

74see Lim Lin Lean,
| the Process of Economic Grow
Submi tted to the University of
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issues can be considered for Malaysia:

i) Open unemployment affects most seriously the most vulnerable population
groups in the economy. The groups that are disadvantageously placed

in terms of alternative employment opportunities are mainly women and
'Indiams. But on the other hand, open unemployment can also be
interpreted as a phenomenon related to those who choose not to "create"
their own job opportunities as the self-employed in the informal sector
and have higher ability and support to pursue particular job preferences
(especially the younger population).

ii) Open unemployment is predominantly an urban problem. The general
inclination is to attribute the higher rates of urban unemployment to the
migration of surplus labour from the rural areas into the towns, a
concomitant phenomenon of the growth process. But the link is really not

so simple. There is evidence in Malaysia of a lower rate of open

unemployment among migrants than among the native urban population.-’S

But of course migrants to urban areas may be going into sub-employment in

the urban traditional or informal service sector. And to the extent that tle

inflow of additional job seekefs into the urban areas are able to find

work they would deprive the native urban labour force of some opportunities

and place additional pressure on the urban areas.

lii) Underemployment especially in the rural areas is not a simple problem of

\

75 : ' i is of Intemal Migration In W
See Soon Lee Ying, "An Economic Analysis o Mgr n West
, :?13}'513 with Special Refegénce to Economic Imbalances and Regional Development'.
| 1oE€. thesis submitted to the University of Malaya, November 1974, pp. 187 and

' \.0: See also R. Chander and H. Singh, "Intemnal Migration and Its Role in
k:altional Development''. Paper presented at the Fourth Malaysian Economic Convention,
| a Lumpur. May 1977. Table V.
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too many people on too little land ie. it cannot be measured simply

.by computing the number of people per unit of land. The crux of the
problem is one of low pm&uctivity' and low income from work. But

these are issues related not directly to population and the lack of
natural resources.as to the quality of land, water supply and climate,
production and marketing s'tructure, systems of land tenure, credit
arrangements, insfitutional rigidities, etc.

Theoretically, the adjustment between labour supply and demand would

be possible under conditions of wage flexibility. But wages in Malaysia
are high relative to those in other South-East Asian countries as they

have been influenced to some extent by wages in the high productivity

export sector. Modern sector wages have not only been insulated from

the effects of a growing labour surplus but have been increasing steadil:.

v) It is not the rapidly increasing labour force alone that poses a

problem. What should be noted is that while there is an abundance of

unskilled labour, skilled labour and managerial personnel are scarcec.

The lack of skilled labour represents a very real constraint in

Malaysian development. - .

While labour-.ntensive techniques appear attractive in the face of

rapid population and labour force growth, planners will always face
a conflict in that such techniques involve higher labour costs, imply

a lower retum per wnit of capital and lead to greater consumption

76 g : !
A survey of foreign firms noted that one of the main problems
in establishinguthet)r'uselves wasgnthe labour difficulties they faced particulari -
regarding trained workers and future expansion. Most of the fimms stated
that they found Malaysian workers trainable on the job but getting managemer -
staff particularly to fulfil racial requirements is a very real problem.

See F.R. Van der Mehden, "Industrialization In Malaysia: A Penang Micro-
Study''. Houston: Rice University Program of Development Studies. Paper No. 45,
Winter 1973. pp. 8, 16, 31. '
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since the wages from greater employment tend to be spent mainly on

consumption; while capital-intensive techniques in contrast may

give higher returns on capital and yield a larger surplus for re-

investment which will accelerate subsequent economic growth,

3.4 Population and Structural Changes In the Economy

Demographic factors are considered major determinants of two

concomitant phenomena of the development process - industrialization and

urbanization. In common with other developing countries, the Malaysian

government sees the pattern of development in temms of a changing economic

structure with the agricultural share declining and the increasing importance

of industries and services in the modem sector and a correspondingly

increasing proportion of the population locate
hand, rapid population growth provides the reason or

gy based on an emphasis on industrialization.

ritable engine of growth and is

d in urban areas.

On the one
impetus for a development strate

Industrialization has a key role as the ve
mportant potential source of increasing incomes which are

¢ the effects of population growth on income

ds to be most serious in the rural

seen as the most i
so crucial in the context O

levels. Since population growth ten
agricultural sector, industrialization is also sought as a means of
siphoning. off the labour surplus into productive employment. The solution
of course is not seen just in temms of structural changes from agricul ture
to industry or from rural to urban locations, it involves also shifts from
less efficient to more efficient productive activities within the agricultur::
sector. In as far as towns and cities serve as focal points for industriaii-
2ation, technological change, the 1i}eracy explosion and rapid social
development, urbanization is part and parcel of the process of modernization.
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On the other hand, rapid population growth in a developing country
is seen by many writers as a hindrance to rapid industrialization. In as
far as it depresses income levels, rapid population growth will tend to slow
down capital accumulation and the expansion of markets for manufactured goods.
The increases in population together with high income elasticities of demand

for food at low levels of income also imply that large increases in the supply

of agricultural commodities are required.
3.4.1 Population and Rural/Agricultural Development

Inspite of the emphasis on industrialization, the Malaysian

government has always recdgr.ized the importance of rural agricultural

development for two main reasons both of which are linked to derographic

factors. First, it is in the rural sector vhere most of the population is

locéted, where population is growing most rapidly, which contains the bulk of

Mlpowér and which for a long time to come represents the major area of

development efforts. Second, agricultural policy is aimed at diversifying

the economy in an attempt to reduce the dependence on only a couple of

primary commodities and the inherent instability of an open economy. A

number of writers hold that the degree of s;)ecialization of an economy depends
to a great extent on the size of its population. So also has the importance
of population size for determining the foreign trade ratio been confirmed

for both economically more develoned or economicall.y less developed countries.77

The argument is that an economy with a smaller number of inhabitants which

tends to be positively associated with the size of the territory is, as a

77Lhited Nations, the peterminants and Consequences of Population

Trends. Volume I. op. cit. p. 486.
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rule, characterized by a greater concentration on a limited range of

Products. A number of studies have also confirmed that the extent to

which an economy depends on international trade is to a considerable extent

S TERTY

} dependent on the size of its populatibn. & :

It is obvious that rural development'is: to a large extents seen in
terms of the need to ameliorate the effects of rapid population growth.
In the sector thought of as depending mst;'h,eavily on pl'l.ysical(.res_ources
| ¥hich are normally taken to be of finite supply, the linkage between
Population growth and productivity is based on the law of diminishing returns,
the comerstone of Malthusian and Classical economic theory. 'Ihé érgm\ept is
that especially in the more densely pdpulatgd tegions, the quantity and
Wality of land being mofe or less fixed, after a cértain point further
Mpulation growth will give rise to a shortage of cultlvable land As the
Pssibilities of a far-reachmg division of labour and of technolog1cal
Progress are limited, returns to labour will decrease causing the margmal

3p"°ductivity to fall to a very low level or even to zero. The Malaysian

1exDerience, however, has been one of increased physical and sustained

®Pansion in agriculturalv output, although at a slower rate compared to the

Other sectors. Various studies have shown that p‘\ysical’ productivity 1.z.

Ntpyt per acre or per worker in both rubber and padi have increased

lsi@lificam;ly.-"8 But on the one hand, the increase in productivity implies

e

aDe "8ee Tan Bock Thiam, "Agncultural Sl‘bs,isdy a{idt‘_’ricgo:‘mm!‘t Policies",
r Malaysian Economic Assoclation Lonvention -
k“il Jresentad at the Seoss :nyd E.L.H. Lee, "Income Distribution In A

a Lumpur: March 1975, 11, - .
to Oplllrg e 1 CasepSt udy of West MalayS1a Ph.D thesis submitted
the University of Oxford, 1975. pp. 187, 194.
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lower labour absorption at the margin in relation to output growth thus
compounding the employment problem in rural areas. On the other hand,
increases in physical productivity have been outweighed by serious
declines in prices of agricultural commodities so that the agricul tural
population was hard put to maintain its standard of living.

. The idea of ''rural overpopulation’’, 'land shortage'and related
"labour surplus' needs some clarification. While it is true that high
population densities have complicated rural problems, the roots have to be
traced to a high degree of concentration of land ownership, insecurity of -
tenure, the effects of the Muslim law of inheritance, bureaucratic red tape
in p.rocessing land applications, reluctance.to implement land reform, etc.
In other words, it is not just a question of increasing population
Pressures but also of inefficiencies in the use of land itself. If these
unfavourable conditions could be removed, the effective land-man ratio
would be higher without any real change in the amount of physical resources.

Structural changes taking place within the agricultural sector itself
have contributed to the labour surplus problem in rural areas. Employment
in the estate sector has fallen not only in relative but also in absolute
terms. The structural changes of importance in the estate sector have been
the reduction in acreage under rubber, the increase in productivity, the

increase in the area planted with palm oil which tends to be less labour-

intensive than rubber.
It is also important to note that the notion of "labour surplus'

has to take into account many other factors. For example, the effects of

Seasonality in agriculture are important. While at certain times of the

Year, the underutilization of labour may be serious, it has also been found
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that during agricmmfal peak. periods, the normal labour supply may be
Insufficient so that women, children and old'fplks not normally in the labour
force may have to participaté 1n work.

- The important issue is not total population in the rural areas

but the spatial distribution of the population. ‘l\hi‘le it is true particularly
N the more densely populated traditional smAllholding areas that population
Pressures represent a serious ;zimbléiv\, it is also true that Malaysia is still

? land-surplus economy. The crux of the iséue is .the tneven geographical
distribution of the population. In this contéxt, the relationship between
ck’“"gt‘aphic factors, the opening up of new land schemes and regional development

‘a pe examined.

In the first place, the raison d'etre for the emphasis on land
Velopment is to accomodate the landless and near landless, to relieve the
resSure of population on existing agricultural land, and to create productive

loyment. Land development by moving people from land shortage/labour
plus areas .to land surplus areas within the rural sector is supposed to

Tove the factors prbportion and to decelerate the pace of rural-urban
.gration which is part of the structural change in a developing economy.

Second, regional plans are seen as necessary for balanced development
fu‘e economy. There are still areas with large economic potential but to
VE1°P these will require substantial numbers of p¢ople. The redistribution

D°1"llation to these new areas is a »'pnecondition for mfe efficient exploita-
| of land and other resources, for the reduction of transportation costs,
" the establishment of local markets, etc. It is noted in Malaysia that "'the

l 2 1 1 s~ 1
de"‘?10pment of the nation's vast natural resources will require substanti:
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movements of labour to the better endowed regions".79 The interesting

phenomenon in Malaysia is that of the migration has been from one

rural location to another vather than from rural to urban areas. iural-

rural migration is mainly government-induced in terms of the attraction and

selection of settlers to new land schemes.

Such redistribution of population can, however, have detrimental

effects. The effects of outmigration from some villages are worth noting

especially in connection with the issue of "over-population'" earlier discus:.
Although the documentation is limited, there is increasing evidence that

mass exodus can literally emasculate commmities and accelerate economic

bsolescence in several ways. Rural depopulation can be a particularly

serious problem when we consider that outmigration usually draws away the
more valuable and productive population ie the young, the more educated
and the skilled while those left behind are generally the dependents - the

very young, the old and the housewives who are under/uneducated, under/

unskilled. Village: particularly in Perak and West Johore are already

being left further behind in the development process because those who
could have participated have left for other areas. The danger is also that

with a labour force that is declining in quality, rural areas will become

even less attractive to new industries. Prolonged and heavy outmigration,

then, leaves behind those who are least able to cope with the unfavourable

conditions that first led to depopulation. These people too tend to show

a gradually reduced potential for mobility.

79Mid Term Review of the Second Malaysia Plan 1971-1975, Kuala
Lumpur.: Covernment Press, 1973. pp. 18-19.
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It should also not be taken to mean that Malaysia will always be
a land-surplus economy and not have to be concerned about the population -
land ratio. Already, FELDA, the major land development authority in the
country is rethinking its policy of land development especially with regard
to the size of land given to settlers because of the awareness that Malaysia
may soon be running out of cultivable land to support her growing population.

Finally, the interactions between population factors and technolo-
gical changes in the rural sector can be considered. The government has
sponsored a Green Revolution aimed essentially at raising productivity and
output. A significant part of the effort has been in tems of increasing
the capital-labour ratio in agriculture through providing either free or at
subsidized rates, irrigation and double cropping facilities, tractor services
and other improved variable inputs including high-yielding seeds, quick-
maturing varieties, fertilizers, pesticides, insecticides, etc. While this
has led to higher production, such increases in productivity have in no
way been dependent uponan increase in the agricultural labour force; on
the contrary,the impact of mechanization has been labour-displacing.

-

3.4.2 Population and Industrialization

Planning :ndustrial development is to a considerable extent conditionc:-
by demographic factors. As pointed out earlier, there are those who argue
that rapid population growth hinders rapid industrialization on the grounds
that to the extent that it depresses incomes it will slow down capital
accumulation and the expansion of markets for manufactured goods. Others

Would argue though that a larger population may represent a more attractive

Market for industrial goods especially in a country like Malaysia where
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income levels are not depressingly low and where many consumer items are

.y
still imported. In fact, it is partly because Malaysiaspopulation is small

as a market in relation to the potential for industrial expansion that great

encouragement has been given to export-oriented industries.
Among the demographic factors directly associated with the
rocess, the occupational and geographical mobility of

The redistribution of the

industrialization p
the population is of crucial importance.
population from predominantly rural agricultural to urban industrial areas

and occupations is both a condition and a consequence of the development

process. Geographical mobility is important in that industrialization and
urbanization are closely linked to each other. For te

the concentration of workers in urban areas is

chnological and

organizational reasons,

a virtually necessary concomitant of the process of industrial change and

ving; the diversification of the

\

the changes in conditions and standards of 1i

‘ demand and so forth are, in tum, directly related to the urban way of life.

} Some models have stressed that industrialization in the moderm sector

| of the economy will lead to a process of ad
The 23rli2T Lewis-Fei-Ranis Model,

justment in the imbalance between
81
the supply of and demand for labour.

probably the best known of employment models relating to a labour-surplus

| economy, for exarple, states that surplus labour in the traditional

8OUnited Nations, The Determinants and Consequences of Population
Trends, Volume J.op. cit. p. 600.

81 ' lopment with Unlimited Supplies of
W.A. Lewis, '‘Economic Developmen

Labour, '"Manchester thOOI Vol. 22, May 1954; and J.H.C. Fei and G. Panis,
Deve1opmm of the Labour ’ Surplus "Econonmy : 'Iheory and Policy Homewood, 1.

Itwin, 1964,
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agricultural sector will be transferred into the industrial modern sector
at a rate determined by the rate of reinvestment of the profit surplus.

Adjustment is supposed to be more or less automatic in that unemployment

is supposed, after some time lag, to cure jtself with the absorption of

surplus labour into the industrial sector in which growth tends to be self-

sustained. But the underlying assumptions are not pertinent in the

Malaysian context - that the supply of labour from the traditional to the

modern sector is perfectly elastic and that the level of wages in the

industrial sector is ccnstant, being a fixed multiple of the subsistence

wage in the traditional sector. Later writer582 have shown that adjustment

of the employment problem through population or labour transfers is not

automatic; underlying conditions could rerpetuate unemployment and widen

the gap between the supply of and the demand for labour. Among these

has been pointed out that rapid population growth poses an

tinuously replenishes the labour surplus

conditions, it

additional problem in that it con

thus putting additional pressure on the industrial sector to create

productive employment.

while the long temm employment aspect of planning for industrial

development is to provide productive work for the increasing labour force,

and to favour iabour-intensive development which would create the highest

employment potential, it has come to be generally accepted that industrial

development does not require much labour and has 1imited employment

82cee eg. J.R. Harris and M.P. Todaro, 'Migration, Unemployment
and Development: A Two-Sector Analysis'', American Economic Review, Vol. 6C
No. 1, March 1970; and H.T. Cshima, 'Labour Force Explosion and the Labour
Intensive Sector In Asian Growth', Economic Development and Cul tural

Change. Vol. 19 No.l, January 1971.
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prospects.83 More correctly, in the Malaysian context, the small base of
the manufacturing sector has meant that inspite of its high rate of growth,

the total number of jobs created has been small. In as far as
industrialization has not been able to keep pace with rural-urban

migration there would tend to be shift from under-employment in the rural
areas to growing open unemployment in the urban areas. Recognizing the

employment problems arising in the course of an industrialization

programme due to high population growth and an excessive inflow of workers

into the non-agricultural labour market, many people have emphasized the
need to focus attention on other possibilities of expanding job opportunities
such as setting up cottage and small-scale industries which are more labour-

intensive in the rural areas, and other special rural works programmes

which would help to check an unduly Jarge migration to the towns.
In viewing the mobility of the population and its adaptability to

structural changes taking place in the economy, the age factor is an

important consideration. In this context, Malaysia's growing and relatively

young population can be considered a positive factor. It is generally found

that younger workers have higher geographical and occupational mobility;
young workers entering the labour force make a greater contribution to the

readjustment of labour between industries than that which results from the

transfer of adults and aged workers. Older workers tend to be less adaptablec,

less able to change occupations and more reluctant to move to new places.

3.4.3 Population and Urbanization

The relationship between urbanization, industrialization,

83United Nations, Determinants and Consequences of Population Tren: :
Vol.IL. op. cit. p. 605.
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economic growth and population is explained by the Western model which is
based on the historical experience of industrialized countries in tenns of
migration from rural areas cs the primary demographic process of adjdstment 0
reet the demand for labour created bv the concentration of economic progre:s
through industrialization in the towns which themselves exmerience relatively
low rates of natural increase. The applicability of this basic model of
€conomically-induced uvrbanization to Third World countries has been much
debated. But even the "over-urbanization' thesis (which recognizes that
Urbanization can occur independently of the growth of industries and that

it is the lack of economic progress and poverty in the overcrowded rural

areac that push people into ranidly growing cities) makes the same assumption
that the structural changes in a developing economy involve rapid urban

frowth (in terms of the percentage change in urban population) accompanied

by changes in the level of urbanization (in terms of the percentage point
thange in the ratio of the urban population to total population).

The Malaysian experience of rapid urban growth but a slow nace of
“rbanization inconjinction with significant economic growth does not

®nform to the nattem suggested by eit.her model. This is not to suggest
%o'ieh that the Malaysian case is unique. .

""The truth is that neither by past standards nor by present ones

S the rate of urbanization in Asia spect:acul:n"'.84 Many people now consider
the fear of uncontrolled massive rural-urban migration a chimera. The
rrajbl'it:y of population flows in Malaysia has infact been to rural areas. A

i
th rate of natural increase anmears to be the major component of urban proiih.

‘\

81 . H . gt R 4 Fd y
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‘The explanation for the links between urbanization, population movements
and development ié that either the attraction of the cities has not been
so stmr’lg-or the cdﬁditions in rural areas have not been so terrible as o
significantly alter the rural-urban proportions in total population.

The strategy of redistributing population from overcrowded areas into new
land schemes and increasing productivity and incomes for the insitu areas

appears to have provided the rural people with a viable altemative to

moving to the towns. Whhile the operation of push factors has been

weakened by the improved conditions in the rural areas, the pull factors

do not seem to have been so strong -either. It is not that the lure of

industrial employment opportunities has not been strong; economic factors
will obviously loom large in any decision to move to the towns by rural
dwellers beset by poverty and underemployment and aware of the eamings ga)
between the agricultural sector and the modern industrial sector. éut, as
noted earlier, the absolute number of jobs created in manufacturing has
been relati‘vely small because of the small initial ba.se.85 The policy of
encouraging the dispersal of industries and the growth of small-scale
industries in the rural areas has; also meant that employment opportunities
have' not been sufficient to pull large numbers of the rural population into
urban areas. Or perhaps as noted in the Third Malaysia Plan,''the high level
of skills required for employment have made it difficult for migrants

from rural areas to find suitable o:cupations"86 It could also be that the

85Insrvite of being the fastest growing sector in the economy, the

manufacturing sector only created 139,000 new jobs between 1975-78, not
all of which were located in towns. It accounted for only 13.1% of total

erployment as against the agricultural share of 43.9% in 1978.

%Third Malaysia Plan 1976-1980 op. cit. p. 149
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high rates of natural increase in the urban areas themselves have been an
important source of the necessary labour for the growing industrial
enterprises.

Although the "over-urbanization' thesis does not apply to the
present ~ituation in Malaysia, this does not imply that there is no cause
for concern. Already it is felt that without proper planning, "the nation
will soon face the problems of wide-spread slums and pockets of poverty
within its major cities and towns"?7 Some undesirable externalities are the
Political dangers inherent in the existence of masses of young urban
wmemployed, the burden of providing adquate infrastructure in the towns,
together with air pollution and traffic congestion. As discussed earlier,
Migration of surplus labour from the rural areas into the towns would also
Compound the problems of urban unemployment. That urban open unemployment
Tates are not only higher but have risen faster than rural unemployment
Tates anpears symptomatic of the increasing pressure of job scekers in the
Urban areas. Although it was noted taat "urban migrants had an average
Wemployment rate 25% or more below the averagc ratc among non-migrants",88
1t must be remembered that the migrant problem‘ may be serious than indicated
b the rate of unemployment among them if migrants are infact going into
Subemployment in the urban traditional or informal sector or if the amouat

°f retum migration among those wunable to find or "create" urban jobs is

Significant.
.
8-/.Ibid. p. 97
i and 196.
38Soon Lee Ying, op. cit. pp- 187 and



