
How Population Growth Relates to Economic Growth 

While studies have found that low fertility rates help boost economic expansion, several 

recent articles claim just the opposite.   As scientists now examine man’s impact on our 

resources and environment, many now say that even current economic growth rates are 

unsustainable.  This world does not need higher birthrates.     

In 2009 a study by Steven Sinding of Guttmacher Institute confirmed the findings of a multi-year 

series of studies by Princeton’s Ansley Coale and Harvard’s David Bloom.1  The studies looked at 

developing (third-world) nations around the world that had successfully transitioned to developed 

status, including China and all of the “Asian Tigers.”  These nations experienced rapid per-capita 

GDP gains only after achieving low fertility rates.  The findings are simply explained in a factsheet 

called Attaining the Demographic Dividend published in 2012.2  

A measure called the dependency ratio tracks the percentage of two groups who mostly rely on 

working-age people for support - children under age 14 and adults over age 65.  With fewer 

dependent children per worker, the demographic dividend allows people to spend a lower portion 

of their incomes on the basic essentials required for day-to-day survival, leaving them with more 

to spend on things that raise their standard of living.  They have more to spend on their homes, 

more to spend on each child, and more to invest. Their investments allow businesses to modernize 

for greater productivity and expand with more specialized jobs that pay better wages. What’s 

more, governments can tax those gains to improve schools, roads and other services – all of which 

also contribute to economic growth.  

Birthrates in several prosperous nations have fallen below the replacement level of 2.1 children 

per woman.  When combined with greater longevity, a sustained period of very low birthrates 

substantially lowers the ratio of dependent children, but it gradually raises the ratio of old people. 

Starting about six years ago, a spate of articles cautioned that several low-birthrate nations now 

have too few tax payers to support the elderly and disabled, and they claimed that continued low 

birthrates could drag down the economies of those nations.  

Nations might address those concerns by importing and training, if need be, workers from places 

where people don’t earn enough to meet their basic needs.  But instead, about 56 nations now 

offer incentives to have more children – very sizable incentives in several cases.3 That preference 

probably reflects a desire among prosperous people to preserve their nation’s way of life.    
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Recently, several articles in publications such as the New York Times and The Economist have gone 

even farther.  Ignoring all evidence linking healthy economies to low fertility rates, they claim that 

economic growth requires population growth.  That implies that, to keep an economy humming, 

we must endlessly expand both our population and our economy. It fails to note consequences or 

consider whether endless growth is even possible, and it ignores the role of exploding growth in 

creating a growing world-wide crisis.  On top of rapid resource depletion, we now have species 

extinctions, problems with greenhouse gases and toxic pollution, deforestation, soil destruction, 

desertification, dying reefs, over-fishing, delta dead zones, and over-taxed water supplies.  These 

problems suggest that even current rates of population and economic growth have become 

unsustainable.  We should now focus more on sustainability than endless expansion.  

What’s more, the data do not support the claim that economic health requires population growth. 

If that were true, China could not have sustained >11% compounded annual growth rates for over 

twenty-five years while severely restricting family size.  In the U.S, record growth occurred during 

the 1960s, a decade when our level of dependency was also at a high.   

But it is often true that economic growth triggers population growth. People seeking jobs move to 

places that offer good jobs. The growing populations in such places create a demand for more 

housing, infrastructure, and services, all of which further grow the area’s economy. 

But not all of that growth improves the well-being of the region or its citizens. Much of it involves 

just catching up with the needs of growing populations for homes, schools, roads, etc.  Until the 

supply of those things catches up with the growing demand, the cost of living rises.   

Places with static or falling populations usually have less need for more housing, infrastructure, 

and public services.  Even where such places generate less income per capita, people can spend 

more of that income on improving their homes, communities, and quality of life – including elder 

care and health care.      

The challenge is to generate enough money to sustain the region’s economy.  To accomplish that, 

the area must have some means to replenish what locals spend outside the area or on imported 

goods.   It must either offer things to sell to outsiders, or it must find people who bring in money 

from outside the area. If our concern is for older people on fixed incomes, they often find the low-

growth areas most affordable, and the low-growth areas benefit from what they spend there.  

Free Markets Need a Rudder 

Several common-core principles guide most of this world’s production and trade. Mainstream 

economists agree that: consumer demand generates profits and jobs, competition stimulates 

innovation and productivity, and wise economic policies can lessen the severity of cyclical 

recessions.   

To monitor economic activity, economists track the outputs of each business sector. To measure 

the yearly dollar value of all economic activity, they compile that data to produce and the Gross 



World Product (GWP) and Gross National Product (GDP). Each of these two indicators lump all 

types of economic activity into a single dollar value without considering values such as the quality, 

social benefit, distribution, or sustainability of what is produced.  

Most economists agree that free markets work better than government-managed economies for 

streamlining production and meeting consumer demands.  But free markets have no inherent 

means to ensure good jobs for all who need them or distribute wealth so that all people earn at 

least enough to meet their basic needs.  Some economic activities are rooted in fraud, and many 

bring damage to our environment and squander our reserves of non-renewable resources.  

Neither GWP nor GDP take any of these factors into account, but we do have laws and regulations 

to furnish the controls that free markets fail to provide. Mainstream economists may debate 

about the number and types of laws and regulations we need or warn about side effects that law 

makers sometimes overlook. But only those on the radical fringe deny any need for laws and 

regulations to protect the public interest.  

Unfortunately, mainstream economists don’t run this world’s economic systems. Powerful interest 

groups and lobbyists have at least as much control over policy making as mainstream economists. 

They sponsor ads that refer to regulations and enforcement as “job killers,” and they request 

budget cuts targeting the watchdog agencies that that guard the public interests. To help them 

validate such notions to government leaders and the public, they look for support from outlier 

economists or economists willing to endorse the massage of those who hire them. 

Important Data that GWP and GDP Overlook  

According to Wikipedia, in 2013 U.S. consumer spending comprised 71% of GDP. This includes 

products such as travel and vehicles, homes, appliances, utilities, food and services.  Certainly, 

people have a basic need for some amount of all of these things. But travel and the making and 

transport of consumer goods also have down sides. They consume non-renewable resources, and 

they produce pollution and CO2. When we consume non-renewable resources, we reduce our 

reserves by an equal amount, and the pollution we generate drives down the livability and 

aesthetic quality of our environment.   

Economists mostly aim to endlessly expand GWP and GDP activity.  But a growing number of 

economists and scientist now question whether endless growth in production, construction, 

transport, and travel is desirable or even possible.  

Economist Simon Kuznets proposed replacing GWP with an index of sustainable economic welfare 

called the Genuine Progress Indicator.  While other economists have yet to embrace the GPI or 

refer to it often, Kuznets makes a point.  Although we cannot as easily quantify gains and losses, 

we need an indicator with GDP status to focus public awareness on meeting sustainable quality-of-

life objectives.  A good quality of life indicator would not just assess the quantity or luxury of 

things we produce. It would also assess the benefits of what we produce in meeting the present 



and future needs of our people and our society.   

Kuznets is not the only economist attempting to steer the mainstream toward more sustainable 

quality-of-life objectives. Many books and articles address the problem. Also, The International 

Society for Ecological Economics has chapters in nine nations. It publishes books, journals, and 

educational materials, and it sponsors scientific meetings and public forums that give voice to 

ecology-minded economists. 

Goals for Sustainable Economic Vitality  

The limits of growth concept may seem to imply that we have had enough growth, and now we 

must downsize.  

But we don’t want to halt progress; we just want to redefine it.  We need to do all we can to 

reduce the fertility rates in developing nations so that they can enjoy the well documented 

dividends that result from low birthrates. In an over-populated world, the claim that we need 

higher birthrates to grow our economy reminds me of the claim that wars create jobs.  In either 

case, the long-term downsides far outweigh any short-term gains.     

To make our economy more sustainable, we need fewer avoidable trips in gas-run cars, planes, 

and yachts; fewer disposable products made from non-renewable ores or oils; less consumption of 

open-ocean fish; and fewer transport-intensive imports – especially bulk goods available from 

local sources at reasonable prices. We must also end the construction of sprawl homes and second 

homes that take land from our remaining natural habitats and require long commutes.  Wasting 

less on these things allows us to invest more in new products and jobs designed to reduce 

resource depletion and pollution. For example, when we invest in mass transit, fuel-stingy cars, 

ecologically advanced fish hatcheries and farms, regionally sourced products, and clean energy 

technologies, we reduce the need for products that consume our scarce resources and/or pollute 

our environment.  

Many purchases (and jobs) consume few non-renewable resources and produce no byproducts. 

For example, services such as teaching and counseling, daycare, eldercare, health and mental 

health care, environmental cleanup and restoration, and recycling and refurbishing – all offer 

sustainable consumer benefits and work opportunities. 

We have waited far too long in addressing the sustainability problem.  We must now push this 

issue to the forefront of economic research and policy development.     
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