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“Maximizing the Demographic Dividend for India” 

Keynote Statement by Ambassador of India 

19th December, 2010

* * *

Jasbir Singhji, President, FCCI,

Board Members of FCCI,

Friends,

1.
May I congratulate “Foundation for Critical choices for India” to have selected such an important issue for today’s Seminar.  Maximizing the demographic dividend for India is mutually beneficial for India and the global economy to which it is connected including the Netherlands.  My presentation will highlight this theme.

2.
The notion “Demographic Dividend” counters, in the Indian context, an earlier theory which we in India used to call “the brain-drain” when in the ‘60s, tens of thousands of India’s most highly skilled professionals immigrated for a better future notably in the Silicon Valley, USA.  Today the Western media focuses on the return of more than 10,000 Indians annually from the USA to India in what is a reverse brain-drain.  This development sets India’s demographic dividend in perspective.

3.
You would be aware that the notion of demographic dividend runs contrary to the theory propounded by the Economist Malthus who had argued that vast increases in population would result in catastrophic conditions challenging the very existence of civil society.  Malthusian economic theory was based on the philosophy of the age which as the thinker Thomas Hobbes said: “Human society is short and brutish……the condition of man is a condition of war of everyone against everyone”.  

4.
How then does this demographic dividend benefit India?  The well known demographer Dr.David Bloom had noted that when young working class adults comprise a disproportionate percentage of a country’s population, the national economy is affected in positive ways.  So is the case in India where its huge young  population, juxtaposed with India’s political and economic structure, its democratically elected pluralistic Governments and its rising economic and entrepreneurship strength demonstrates a new reality – That if India’s economy, with its young population, grows as it is growing now, it will change the world.

5.
Let me present some interesting statistics:  In 2000, one-third of India’s population was below 15 years of age.  By 2020, the average Indian would be only 29 years old compared with 45 in Western Europe.  In simple economic terms this implies that the deceleration in population growth in India has been pushing down the dependency ratio from 0.8 in 1991 and is expected to decline sharply to 0.59 by 2011.  With more women entering the workforce, India’s huge, English educated multi-skilled, hard-working and professional labour force can be expected to deliver large scale spin offs in terms of growth and prosperity.  This situation will give India considerable leverage in the global market.

6.
The question arises, is India ready to seize this golden opportunity?  Though I have been here in the Netherlands only for a short while, I am already aware that some sections of the Dutch public opinion and media question, indeed doubt, India’s long term economic viability and projection that by 2020 it would be among the first five economies of the world.  I have a counter proposal for those who propound this theory and will demonstrate how this translates into a win-win situation for India and the Netherlands.  Indeed, the Free Trade Agreement being negotiated presently between India and the EU is precisely intended to translate this golden opportunity into a reality. The Indian economy which is now projected to grow at 9% is based on sound micro-economic indicators.  This has resulted in India coming to age at a time when economies of Europe and USA are ageing.  These countries require young workers to drive growth and investment and to support their increasing number of dependents.  India’s human resource strength is the natural answer to this dilemma.
7.
 India will be the largest contributor to the world's workforce — all 136 million people — over the next 10 years (fully a quarter of the entire world's additional workforce). According to projections, the demographic dividend will spur the rise of middle class population to half a billon people over the next two decades.   In view of these favourable and fortuitous developments, several analysts across the world have started predicting India as a strong contender for the position of a ‘Global Economic Superpower’.
8.
Nandan Nilekani, who is spearheading the important Government project to give every Indian an identity number, recently told Economist: “An ageing world needs workers: a young country has workers”.  In his book, Imagining India,  he has tried to bring out the point that India is at a strategic opportunity which is a result of its demographics, its entrepreneurs, its technology prowess, its democracy, the fact that the world is ageing while we are young; the fact that we have English as a language. All these are unique attributes.” 
9.
How can this dividend be of value to the Netherlands?  India offers a rare combination: a reform-minded approach to growth, an expanding consumer class, a stable democracy and a country with a surface size three quarters of that of the European Union.  Business and industry in the Netherlands would benefit by responding to this demographic dividend by changing or expanding their strategies involving human capital, both for customers and for employees.  There is no better place than India for their emerging strategies — in part because of its immense population and size, but also because of its political and economic structure. Netherlands and India are both pluralistic, democratic, multi-ethnic and multi-religious societies based on rule of law.   India’s entrepreneurial sector, at this moment, is one of the most vibrant and imaginative in the world.  Dutch companies can enter into partnership with Indian enterprize for investment flow both ways in a mutually beneficial process.
10.
India is the second largest of the dynamic emerging economies. This is not surprising.  It had to happen. India’s proportion of global GDP stood at 25% in 1750, but slumped to 1.6% in 1900, at the high noon of imperialism.  Because of 200 years of colonialism, India missed the Industrial Revolution.  India is simply rising again to reassert its traditional global position.  
11.
It is important to remember that India had to rebuild itself after Independence through the wisdom of its Founding Fathers including through building an education system that provided not just primary and secondary education but also tertiary education.  In doing so, India went against prevailing World Bank wisdom, imposed on some developing countries that developing countries simply cannot afford higher education until universal primary education is achieved.  Today India demonstrates the myth of that theory.  Its demographic dividend and the manner in which we have benefited from it flows from policies that India put in place immediately after it attained Freedom.

12.
It is easy for some opinion makers to belittle India’s achievements.  Indians are justly proud of their democratic structures and their free-wheeling media where we analyse and criticise ourselves continuously in order to find the most acceptable and consensual solution for difficult issues.  This is our strength which should not be misunderstood or under-estimated.  As a recent issue of the Economist stated “India’s democracy confers long term benefits.  India can change governments without a revolution.  In the long run that may offer a better guarantee of the stability that businesses crave”.  

13.
Let me underlined that many of India’s trade partners and business corporations are seeking to replicate the manner in which Indian corporations have tapped into India’s growing aspirational middle-class consumer base.  Here in the Netherlands, Tata Steel has a replica of the Nano, the world’s cheapest car to satisfy the aspirations of India’s rapidly developing middle-class that have emerged from poverty to assert their rightful role in India’s huge democratic society and polity.  The Tata group is now planning to make urban housing affordable to all by offering homes starting at US$ 8000/-.  Other Indian companies are taking other initiatives.  They are offering low-cost English schools and information and communication technology services as well as low-cost health care through both private and public hospitals.  They are also selling low-cost utility solutions and renewable energy options including through solar lighting systems.  The above demonstrates the many business partnership options for the Netherlands that India presents.

14.
It is important for Dutch business to look at partnership with India on this basis.  India is offering to the world a rare combination:  a reform-mind approach to growth and expanding consumer class and a stable democracy.  Awareness of this demographic dividend should change corporate strategies in Netherlands.

15.
Let me conclude by suggesting that perhaps the next theme for Critical Choices could be a brain-storming on the outcome of the G-20 Summit and the implications for Europe of the shifting of the world political and economic power base to Asia and what it represents to the European Union in the context of the current Eurozone crisis.  We need to reflect on new strategies to deal with this crisis.
16.
All of you here are familiar with what India is and what it represents.  A country of over a billion people, it has always surmounted what has seemed to outsiders insurmountable odds and challenges.  That is indeed the essence of the human spirit that India represents and which is so beautifully replicated by the great Poet Iqbal, who wrote and I quote
“Kuch baat hai ki hasti, mithti nahin hamari, 

sadiyon raha hai dushman, daur-e-jahan hamara, 

Saare jahan se achha Hindostan hamara.”
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