Launched in 1997 by Chilean university stu-
dents as a summer project to provide mini-
mum living conditions for the poor, a pro-
gram mobilized 4,000 volunteers to build
2,156 homes in the poorest parts of south-
ern Chile in the first two years. By 2004,
Un Techo Para Chile had built more than
24,000 basic housing units and recruited
more than 18,000 volunteers each year. The
group has also developed initiatives on
technical training, education, microcredit,
health, judicial services, and community
service. The initiative has also spawned Un
Techo Para mi Pais to share its experiences
with other countries across Latin America.
(http://www.untechoparachile.cl/)

Why now, and how?

DEVELOPING COUNTRIES’ POPULATIONS HAVE more young people than
ever; indeed, in many countries, there are more young people now
than there likely will ever be, because of falling fertility. This presents
challenges but many more rewards—if policies and institutions for

P A R T the next generation of workers, household heads, citizens, and leaders
are well designed and implemented. Hard to do, but, as some coun-
tries have shown, not impossible.

Opportunity. The capability to choose. Another chance when
choices go wrong. These are the lenses through which policies must
be viewed to examine whether they create the right climate for invest-
ment in the human capital of the young.
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The developing world’s 1.3 billion young
people ages 12-24 are its next generation
of economic and social actors. Making
sure that they are well prepared for their
futures—as workers, entrepreneurs, parents,
citizens, and community leaders—is thus
enormously important to the course of pov-
erty reduction and growth. Because human
development is cumulative, missed oppor-
tunities to invest in and prepare this genera-
tion will be extremely costly to reverse, both
for young people and for society.

That it is hard for children to recover from
early setbacks in human development is well
recognized. New circumstances, however,
mean that many developing country govern-
ments now have to deal with the needs of those
a little older—with next-generation issues of
human capital development among youth—if
they wish to consolidate and build on the gains
so far. Rising primary school completion rates
have put enormous pressure on higher levels
of education, even in the poorest countries.
Even as primary education becomes more
widespread throughout the developing world,
changes in technology mean that young people
need more than basic skills to compete success-
tully in the job market. As a result of the epi-
demiological transition from communicable
to noncommunicable diseases, along with the
emergence of new diseases such as HIV/AIDS,
young people are exposed to a different range
of health risks than before. Finally, changes
in the political landscape and the growth
of civil society have altered the meaning of
citizenship—and with it, what young people
need to learn to engage effectively in commu-
nity and society.

Even as the development needs of the
young come into sharper focus, the demo-
graphic transition under way in most devel-
oping countries is creating an enormous

opportunity to invest more in their human
capital because of the decline in the ratio of
dependents (children and elderly) to work-
ers. This could even lead to a demographic
dividend—an acceleration in the rate of
growth, as witnessed by some countries in
East Asia—if the right policies are in place
to employ the growing labor force.

In countries where the demographic
transition is yet to get under way (a hand-
ful of countries in Sub-Saharan Africa), a
case can still be made for paying attention
to young people because of the changing
health landscape and the need to engage
young people effectively as workers and citi-
zens. At the same time service delivery will
need to focus on basic education and health
services for children and mothers, essential
for lowering infant mortality and fertility.
In countries where the demographic transi-
tion is far advanced (as in some countries in
East Asia and some former transition econ-
omies), there is a strong case for investing in
the young before the rising fiscal burden of
a growing elderly population heightens the
trade-offs between the young and the old.

How well are countries preparing this
next wave of workers, entrepreneurs, par-
ents, and citizens? The answer varies. Despite
enormous progress with primary schooling
in the poorest countries, many young peo-
ple cannot read. In other developing coun-
tries many of the young, especially from the
poorest households, stumble on the way
from primary to secondary school. In still
others, the main obstacle is continuing from
secondary to higher education. Consider-
ing other dimensions important to reduc-
ing poverty and sustaining growth—such as
improving the quality of formal schooling to
provide skills relevant to the changing needs
of the labor market, or the knowledge and



ability to avoid risky health behaviors—it is
clear that much remains to be done.

As developing countries focus on their
young, at least five dimensions—or transi-
tions—are relevant from a development
perspective. Already mentioned are learning,
going to work, and avoiding risks to health.
As a fourth dimension, young people also
need to learn how to become good parents.
Finally, as democratization brings greater
representation and civil liberties, they need
to learn how to engage as citizens. For coun-
tries that address the challenges of these five
transitions—learning, going to work, staying
healthy, forming families, and exercising citi-
zenship—the payoffs can be enormous.

Young people are critical to
further progress with poverty
reduction and growth

Poverty in the developing world has declined
significantly in the last 20 years, with the
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deepest reductions in East Asia (with and
without China) and South Asia (with and
without India). As a result, the developing
world is likely to meet the Millennium Devel-
opment Goal of reducing poverty. However,
all regions other than East Asia and South
Asia will fall short.'

What can be done to reduce poverty
more widely? Past World Development
Reports have articulated strategies based on
the building blocks of economic growth,
human capital, empowerment, and social
protection.” The blocks are mutually depen-
dent, so they are like the wheels of an “all-
wheel drive” vehicle, complementing each
other to navigate difficult terrain.

Young people and poverty reduction
Where do young people fit into this? This
Report considers young people as, broadly
speaking, those in the age group 12-24
years (box 1.1). Youth is a period of intense
learning, when people can acquire the

“Early marriage spells doom for
children because they end up being
like their parents.”

Young person, Abuja, Nigeria
December 2005

BOX 1.1 What is youth?
Youth is a transitional phase from childhood

to adulthood when young people, through a
process of intense physiological, psychological,
social,and economic change, gradually come to
be recognized—and to recognize themselves—
as adults. So it is more a stage in life than an age.
It can also be a period of great energy, enthusi-
asm, and creativity giving rise to the expression
that you are“as young as you feel,” which is
especially popular among those who are well
past their youth!

For research and policy it is useful to pin
down the period of youth more precisely. Per-
spectives on the most relevant age range vary
across disciplines. In the health field youth is
associated with the ages of physical maturation
that begins with menarche for girls and more
gradually for boys, typically between the ages of
10 and 16.1n the social sciences youth is defined
by the acquisition of various adult statuses,
marked by events such as menarche, leaving
school, employment, marriage, and voting, with
the recognition that becoming an adult is a
lengthy, self-reinforcing process, often extend-
ing into the twenties. Social psychologists argue
that the subjective experience of feeling adult
matters at least as much as the objective mark-
ers of adulthood, such as age or a particular

status. While much research is based in devel-
oped countries, it suggests that young people
in their late teens and early twenties often see
themselves as not yet adult. Some argue that
this prolonged period of semi-autonomy can
be viewed as a new life stage in which young
people experiment with adult roles but do not
fully commit to them.

Laws in most countries designate ages
when people can be treated as adults and
are thus no longer offered the protections of
childhood. One can thus change from being a
child to being an adult overnight. But the age
at which school attendance is no longer com-
pulsory,and employment is legally permitted
typically ranges between 11 and 16 years. Legal
responsibility for crime can begin earlier, but
individuals are generally not charged as adults
until around 16. Political participation through
voting is postponed, typically to around 18 or
later. Likewise, service in the military, whether
compulsory or voluntary, is often restricted until
age 18.The purchase of cigarettes, in countries
where there are restrictions on sales to minors, is
allowed from around 15 to 18.Consumption of
alcohol, where it is legally prohibited for minors,
is allowed from around 18 to 21, though in some
cases it is prohibited until the age of 25.

National policies on youth typically estab-
lish an age range for beneficiaries. The lower
bound ranges from around 12 years (Jordan) to
around 18 years (Bangladesh).In some cases it
is not strictly defined, as in Hungary, where the
youth secretariat deals with both 0- to 14-year-
olds and 15- to 26-year-olds. The upper bound
ranges from around 24 (Jamaica) to even 35 or
40 (Kenya, Pakistan).

The UN’s World Program of Action for Youth
defines “youth”as people ages 15-24, while the
World Health Organization (WHO) and UNICEF
use the terms “adolescent”for those 10-19,
“youth”for those 15-24,and “young people”
for those 10-24.The wider band of 10-24 years
used by these agencies recognizes that many
policies directed at youth often need to influ-
ence outcomes before the age of 15.

Recognizing the diversity in perspective,
this Report uses different ranges depending on
the context. However, the focus, by and large,
is on the age range 12-24, when important
foundations are laid for learning and skills.
The Report uses the terms “youth”and “young
people”interchangeably.

Source: Fussell (2006).
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DEFINITION 1.1
Human capital

This Report uses the term
“human capital”to refer to a
broad range of knowledge, skills,
and capabilities that people
need for life and work. Tradition-
ally, human capital refers to the
education and health levels of
people as they affect economic
productivity. In addition to this
traditional notion, this Report
highlights skills and capabilities
required for successful living.
These fall under three main
categories: jobs, family, and com-
munity. Under jobs are a range
of skills and capabilities required
to obtain and retain a job above
and beyond the technical com-
petence to do the job, such as
self-discipline and teamwork.
Under family are health and
such skills as good parenting
and managing or resolving con-
flict. Under community are the
skills and capabilities involved

in belonging to a community,
enjoying its privileges and
protections, and living up to its
obligations.

“One of my neighbors is an
intelligent girl, but she could not
register at school because her mom
did not have the 250 lempiras
[about $13] she needed for the
matriculation.”

Young person, Honduras
January 2006

g .
Education is anything but
inclusive.”

Disabled young person,
Recife, Brazil
January 2006

human capital they need to move them-
selves and their families out of poverty
(definition 1.1). Not confined to the skills
needed to become an economically produc-
tive adult, learning extends to other aspects
of life such as navigating health risks and
becoming a responsible spouse or parent
or citizen.” It can happen in several ways,
often through the formal school system, but
also through learning from parents, peers,
family, community, and work experience.
Because the capacity for learning is so great
relative to older ages, missed opportuni-
ties—to acquire skills in school or on the
job, or good health habits, or the desire to
engage in community and society—can be
extremely difficult to reverse.

The high cost of remedying missed
opportunities is easiest to appreciate in
formal schooling. For many, youth marks
the transition from primary to secondary
school. Dropout rates can be very sharp at
this stage, especially in countries that have
made primary education universal (see
figure 1 in the overview). Those who drop
out at this stage typically never return—in
part because few countries have programs
of remedial education to ease the transition
back into school, or provide formal equiva-
lency with school degrees. The competing
demands of work and, for young women,
of family and children are further obstacles
to returning to school. Discouragement and
stigma can also play a role, and there is a
question of whether cognitive development,
once arrested, can be resumed, especially if
the gaps are long (chapter 3). Similar argu-
ments apply to other missed opportunities,
such as learning from continuing employ-
ment (chapter 4) or civic engagement
(chapter 7).

Building human capacity early is impor-
tant not just for the future opportunities
open to young people but also to mitigate
the intergenerational transmission of pov-
erty. More educated youth are more will-
ing to control family size and invest in the
health and well-being of their offspring. The
impacts are particularly strong for women.*
In all developing regions the average num-
ber of children born is significantly lower
for women with at least secondary educa-
tion. Maternal education strongly influences

child health and birth weight. Throughout
the developing world, but especially in the
low-income regions of South Asia and Sub-
Saharan Africa, the percentage of children
immunized is higher when mothers have
some secondary education.’

Parental schooling is also important for
the cognitive development of children. Evi-
dence from Ecuador shows that the more
educated the parents, the greater the posi-
tive impacts on the cognitive development
of children as young as three years—impacts
that become more pronounced as children
grow older.® These findings hold even when
controlling for the better health of children
of more educated parents.

Given the importance of building human
capital in youth, it comes as no surprise
that this stage of life is given some promi-
nence in the international commitment to
development as reflected in the Millennium
Development Goals. Seven of the eight goals
relate to outcomes for young people either
directly or indirectly (box 1.2).

Many aspects of human capital develop-
ment among the young are, however, not
covered by the Millennium Development
Goals. Preparing young people to be active
citizens is notably absent. Within education,
the quality of education is not sufficiently
emphasized, while the health goals do not
take into account health risks beyond HIV/
AIDS and those arising from motherhood.

Young people and equity

Poverty reduction is more than a reduction
in absolute deprivation. Relative deprivation
or inequity is also enormously important.” A
concern for equity leads to an emphasis on
early intervention to build human capacity
because inequity—or “inequality of opportu-
nity”in the parlance of last year’s World Devel-
opment Report—quickly becomes deeply
entrenched. In developing countries where
basic education has become widespread,
many inequalities of opportunity—at least
as they relate to schooling—appear in youth
as poor young people drop out of school, or
receive poorer quality education than the rich
(chapter 3). For many young women from
poor households, youth marks the entry into
early marriage or early childbearing, effec-
tively sealing off further opportunities for
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BOX 1.2

Although the widespread impression is that
the Millennium Development Goals are about
providing basic services to children, seven of the
eight goals have outcomes that relate to young
people.

Education outcomes for the young are
explicitly targeted both as a part of achiev-
ing universal primary education (goal 2),and
promoting gender equality and empowering
women (goal 3).The high risk of HIV/AIDS faced
by young people, especially in Sub-Saharan
Africa, is targeted through three indicators
relating to how well the young are informed of
risks, to infection rates among young pregnant
women, and to risks facing orphans—all criti-
cal to combating the spread of HIV/AIDS (goal
6).The role of young people as stakeholders in
the future of international development is rec-
ognized through an emphasis on employment
opportunities for them as a part of building a
global partnership for international develop-
ment (goal 8).

Even where young people are not the
explicit focus, their involvement can be impor-
tant to achieving goals.Young women con-

“The Millennium Development Goals are not about youth, right?” No, wrong!

well-recognized links between female school-
ing, fertility, and child health, the education of

young women and their ongoing reproductive

health needs are thus critical to meeting goal
4 on child mortality and goal 5 on improving
maternal health. All in all, making sure that

Seven out of the eight Millennium Development Goals target youth outcomes

young people have the opportunity to build
and use human capital—whether through bet-
ter schooling, better health, or more productive
employment—uwiill take the world a long way
toward meeting goal 1, eradicating extreme
poverty and hunger.

Millennium Development Goal

Direct or indirect youth-specific target

Goal 1. Eradicate extreme poverty and hunger
Goal 2. Achieve universal primary education

Goal 3. Promote gender equality and
empower women

Goal 4. Reduce child mortality
Goal 5. Improve maternal health

Goal 6. Combat HIV/AIDS, malaria,
and other diseases

Goal 8. Develop a global partnership

Indirect
Target 8. Literacy rate of 15- to 24-year-olds

Target 9. Ratio of girls to boys in primary, secondary, and
tertiary education
Target 10. Ratio of literate women to men, ages 15-24

Indirect
Indirect

Target 18. HIV prevalence among pregnant women ages
15-24 years

Target 19. Percentage of population ages 15-24 years with
comprehensive and correct knowledge of HIV/AIDS
Target 20. Ratio of school attendance of orphans to
school attendance of nonorphans ages 10-14 years

Target 45. Unemployment rate of young people ages 15-24,

tribute 20-30 percent of total fertility in high-

for development

by sex

fertility countries and upward of 50 percent
in low-fertility regimes (chapter 6). Given the

Source: Authors. For Millennium Development Goals and targets see http://unstats.un.org/unsd/mi/
mi_goals.asp.

schooling or employment (chapters 5 and
6). Solidarity with other human beings, and
attitudes toward those who are ethnically or
religiously different, are also formed in youth
and can be important to young people’s
sense of identity and how they relate to oth-
ers in society (chapter 7). Youth can thus be
an important period for promoting equality
of opportunity and allowing individuals to
attain their full potential.

Young people and growth
Youth is an important stage of life for building
the human capital that allows young people
to escape poverty and lead better and more
fulfilling lives. The human capital formed in
youth—whether in skill levels, or health, or
civic and societal engagement—is also an
important determinant of long-term growth.
The most compelling evidence is on the
microeconomic side. Schooling is persis-
tently found to increase productivity, as
reflected in earnings. As discussed below,
average earnings for those with secondary
and particularly tertiary education have risen
over time because of the growing demand for

higher skilled workers. The evidence extends
beyond the wage sector—educated farmers
are more likely to adopt new technologies,
and almost all studies on agricultural pro-
ductivity show that better educated farm-
ers get higher returns on their land.® Many
studies have documented the importance
of a large pool of educated workers—par-
ticularly if they are educated to the second-
ary level—for knowledge spillovers and for
foreign direct investment.” Lower computer
penetration and productivity in Latin Amer-
ica and the Caribbean compared with the
East Asian economies has been attributed to
the lower proportion of the workforce with
secondary schooling."

Macroeconomic models also suggest
large potential impacts on growth and liv-
ing standards. The strongest evidence relates
to the impact of HIV/AIDS on growth and
productivity. HIV/AIDS disproportionately
affects young people ages 15-24 in high
prevalence countries, where they account
for more than half of new infections. In
South Africa, where prevalence is over 20
percent, the unchecked spread of the epi-

“When we work, [...] there remains

no time or energy for depression,

juvenile delinquency, aggression,

and the like.”

Young person, Nepal
January 2006
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BOX 1.3

and growth in Kenya

Young people in Kenya, as in most parts of the
world, confront the real choice between con-
tinuing their educations and starting to work.
They also become sexually active, with all the
gratifications and risks that entails, including
contracting such sexually transmitted diseases
as HIV/AIDS. Somewhat later, as young adults,
they choose partners, have children, and take on
the responsibilities of family life. To examine the
impact of these decisions on human capital and
long-term growth, Bell, Bruhns, and Gersbach
(2006) set up an overlapping generations model
in which the wellspring of growth is human
capital accumulation.

In the model, the formation of human
capital involves the intergenerational transmis-
sion of knowledge and abilities through both
child rearing and formal education.The growth
process can be derailed by the failure to expand
human capital as a result of poor quality school-
ing or the limited expansion in schooling, or pre-
mature adult mortality from HIV/AIDS. In Kenya,
the victims of AIDS are overwhelmingly young
adults or those in the early prime years, most
with children to raise and care for.

A parent’s death does more than destroy
the victim’s human capital. It also weakens the
mechanism to form human capital in the next
generation and beyond.Why? Because the

affected family’s lifetime income shrinks, and
with it the means to finance children’s educa-
tion, and because children lose the parental
knowledge and guidance that complement
formal education.

The model suggests that as a result of HIV/
AIDS, national income in Kenya will be roughly
halved by 2040 (box figure). Per capita income
growth, faltering since the 1980s in Kenya, takes
half a decade longer to recover to 1990 levels in
the AIDS scenario than without AIDS. By 2040,

Losing a decade—what HIV/AIDS is doing to human capital accumulation

per capita income is 15 percent lower than with-
out AIDS. Note that with higher population in
the no-AIDS scenario, per capita income is actu-
ally lower until 2010 than in the AIDS scenario.

The reductions in growth are driven in large
part by the setback in the spread of secondary
education, which both lowers the productivity
of school leavers and weakens the transmis-
sion of human capital to their children. By 2040,
HIV/AIDS delays human capital attainment on
average by about a decade.

HIV/AIDS can have a big impact on the growth of national and per capita income in Kenya

Simulated trends in national income
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Source: Bell, Bruhns, and Gersbach (2006).
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demic is estimated to reduce the growth of
GDP in the range 0.8 to 1.5 percentage points
a year."" In Kenya, where the epidemic is hit-
ting a peak currently, one estimate suggests
it will take more than 40 years for per capita
income to recover to 1990 levels (box 1.3).
In Russia, with its smaller but more rapidly
growing epidemic, GDP may decline by 10
percent in 2020 if no attempt is made to limit
the spread of the disease."”

More conventional approaches to esti-
mating macroeconomic effects, through
cross-country regression analysis, provide
less clear-cut evidence.” In part it is diffi-
cult to measure human capital consistently
across countries, let alone that which is
formed in youth, other than through fairly
crude measures such as completed years of
schooling. Plus weaknesses of institutions
or demand mean than human capital does
not consistently add to growth everywhere.
However, one attempt to get beyond quan-
tity finds a robust relationship between

growth and the quality of human capital
embodied in the labor force."

Young people are also an enormous
resource for growth in the short run. In
many developing countries, they form the
largest group of job seekers. Their share in
the unemployed is upward of 50 percent
in most countries in the Middle East and
North Africa, and upward of 40 percent in
the Caribbean. Having young people sit idle
is costly in forgone output. Estimates indi-
cate that lowering youth unemployment
could raise GDP by anywhere from 0.3 to
2.7 percent in a range of Caribbean coun-
tries'” based on forgone earnings alone.

Failing to direct young people into pro-
ductive pursuits can prove costly in other
ways. In many countries crime often peaks in
this age group and can hurt the investment
climate. In Jamaica, youth 17-29 are respon-
sible for more than half of all prosecuted
crime except arson.'® A 1 percent reduction
in youth crime could increase tourist flows,



and raise tourism revenues by J$40 million
(about $1 million), or 4 percent.17

How the challenges confronting
young people have changed

Not only is human capital development in
youth important to poverty reduction and
growth, changing circumstances mean that
many developing countries have to focus
more on this stage than ever before.

Expansion in access to
basic education

In many of the poorest countries, progress
with providing basic education to children
means that governments are now confronted
with the learning needs of those who are
somewhat older—youth. Despite outstand-
ing challenges, primary completion rates
have increased substantially, particularly in
South Asia, Sub-Saharan Africa, and Latin
America and the Caribbean. Combined with
the larger number of children of graduating
age, the pressure on education systems at lev-
els above primary is enormous (figure 1.1).
The only region in the world experiencing
little pressure on this account is Europe and
Central Asia, where falling fertility is reducing
the number of primary school graduates.
Building on the gains to primary school-
ing requires balancing opportunities for
postprimary schooling with the expansion

Figure 1.1 The number of children completing
primary school has risen in most regions

Number of primary school graduates in 2003 (1990=100)
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Source: World Bank, UNESCO Institute for Statistics (UIS), and
OECD (2006) for primary completion rates; World Bank (2006h).

Youth, poverty reduction, and growth 3

of primary schooling. In countries where the
gains to primary completion are recent, the
main challenge is providing access to second-
ary education, especially lower secondary. In
other countries that have been successful in
providing access to secondary (especially
lower secondary) education, the balanced
expansion of access to upper secondary and
tertiary education is more of an issue. But
throughout the developing world, as school-
ing becomes more widespread, the education
system also needs to recognize that students
are becoming more diverse and may require
more options for learning in keeping with
their different interests and abilities.

Rising demand for workers

with higher education

The global context is changing in other ways.
Unlike 20 years ago, when earnings of workers
with secondary and tertiary education were
low relative to those with primary education
in many developing countries, earnings have
now risen substantially, particularly for work-
ers with tertiary education but also, in some
countries, for those with secondary educa-
tion."® In Latin America and the Caribbean,
labor market returns to those who completed
primary or secondary education have declined
sharply, while the returns to those with ter-
tiary education have increased (figure 1.2a).
In Ghana there has been a marked increase in
the return to university education over time,
and as a result, those returns are significantly
higher than returns to primary than they were
in the past. In Vietnam, returns to both ter-
tiary and upper secondary (high school) have
risen relative to primary (figure 1.2b).

The rising premium on higher educa-
tion reflects the growing demand for skills
driven in large part by the spread of new
technologies.'” Twenty years ago the expan-
sion of trade was expected to increase the
demand for unskilled workers in developing
countries. However, the spread of new tech-
nologies to developing countries has sharply
increased the demand for skilled workers,
substantially increasing returns even as the
supply of skilled workers has increased.
Recent research suggests that the increase
in the number of skilled workers may have
in fact boosted skill-biased technological
change and raised the demand for skills.”’

Figure 1.2a Returns to higher
education have risen over time
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Source: Behrman, Birdsall, and Szekely (2003).
Note: Estimates are based on log wage regres-
sions for 30- to 55-year-old urban males that
control for various factors affecting earnings,
based on 71 sample surveys from 18 countries
with an average sample per year of over 7,000
individuals.

Figure 1.2b  Returns to higher
education have also risen relative to
primary schooling
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Note: For Ghana, estimates are based on log
wage regressions for 35- to 54-year-old males
with controls for post-schooling experience and
other factors. For Vietnam, estimates are based
on log wage regressions for workers ages 18-65
whose primary employment was in the wage
sector.
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Figure 1.3 People today participate
more in political processes and have
greater civil rights and liberties

Percentage of countries
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Source: Freedom House (2006).

Note: The freedom ratings are a composite of
two measures that relate to political rights and
civil liberties. Each is ranked on a scale from 1
(least free) to 7 (most free). See http://www
freedomhouse.org for details.

The growing demand for skills has
increased the value of further education and
made it more important for growth. Indeed,
in many countries building a workforce with
higher order skills is an important part of
improving the climate for investment, acquir-
ing a competitive edge, and generally main-
taining the engine of growth. Because much
of the return to higher education—especially
tertiary education—is private, rising returns
are not an argument for public funding, or at
least for public funding that goes beyond the
need for equity of access. It does draw atten-
tion, however, to important changes in how
the global market is rewarding skills.

New health risks

The health environment has also changed.
As infant and child health has gradually
improved, new diseases have emerged. As a
result, sexual initiation and sexual experi-
mentation in youth carries far greater
risks than before, especially in some Sub-
Saharan African countries with very high
HIV-prevalence rates. Outside Sub-Saharan
Africa, ongoing progress with tackling
communicable diseases, both new and old,
means that noncommunicable diseases and
injuries have risen in prominence for young
people. The greater coverage of roads and
vehicular traffic is contributing to road
fatalities. In Vietnam, road traffic accidents
are the most important cause of death
among young men.”' Tobacco is now mar-
keted far more aggressively to young people

Figure 1.4 While access to the Internet varies greatly, young people dominate usage
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in developing countries, and illicit drugs are
available more readily.”

The changing nature of politics
and the growth of civil society

The number of countries in which people
cannot participate freely in the political pro-
cess or where there is limited freedom of
expression or belief has declined significantly
from 4 in 10 countries in 1975 to 1 in 4 in
2005 (figure 1.3). And the number of elec-
toral democracies has vastly increased. Many
of the gains have come since the fall of the
Berlin Wall and the end of communism in
Eastern Europe and the former Soviet Union.
With greater democratization in the develop-
ing world there has been a tendency toward
decentralizing public decision making to
lower levels of government” and toward
more civic participation through civil society
organizations, community interest groups,
and other nongovernmental organizations.”*
This has increased the opportunities for
people to participate in political activity and
exercise their voice through a wide range of
forums. Preparing young people for their
rights and responsibilities as citizens—build-
ing their social capital for this kind of engage-
ment—has thus become more important.

Globalization and new technologies
Young people are growing up in a more
global world. Information flows have
increased substantially because of the
greater reach of global media, movies,
music, and other cultural exports, though
access varies significantly. Freer trade has
expanded the goods and services that peo-
ple are exposed to. And greater mobility—
seen in rapid urbanization and the flows
of people across borders—has increased
awareness of consumption possibilities.
New technologies, such as the Internet and
mobile telephony, have a strong following
among youth. New data collected for this
Report show that young people are among
the primary users of the Internet, account-
ing for 40 percent or more of Internet users
in a range of developing countries. Access,
however, varies from less than 1 percent of
youth in Ethiopia to more than 50 percent
in China (figure 1.4).



The impact of new information and com-
munications technologies is likely to vary
both across and within countries because
of differences in access. At one end of the
spectrum, young people in many middle-
income countries, especially if urban or
middle class, have easy access to informa-
tion through radio or television or the
Internet. At the other end, large numbers
of young people, especially in low-income
countries, continue to have very limited
access not only to new sources of informa-
tion, but even to traditional sources such as
radio and television.

The effects of exposure to more infor-
mation can be both positive and nega-
tive. The Internet is an important source
of information for many young people on
matters related to sexual and reproductive
health, especially where little is provided
in school or through the family. Both old
and new media, however, can expose the
young to unfiltered, beguiling, or confus-
ing images of sex and violence. Both types
of media can also promote exaggerated
images of Western consumption and lead
to frustration if opportunities are not com-
mensurate with the expectations young
people have formed.

The impact of greater exposure to media
also depends on the local culture and its
response to imports. In many parts of the
developing world, the resurgence of reli-
gious movements has acted as a counter-
vailing influence to the more permissive
attitudes sometimes purveyed by the media.
These movements have been associated
with changes in the behavior and attitudes
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Largest numbers ever

The current cohort of young people in
developing countries is the largest the
world has ever seen—around 1.3 billion.”®
On current projections, the number of 12-
to 24-year-olds will reach a maximum of
1.5 billion in 2035 and decline only gradu-
ally thereafter. Numbers are at a plateau
because birth rates are falling. Combined
with a slowdown in the increase in the
number of women of childbearing age,
cohorts are at or near a maximum in many
countries and in the developing world as
a whole (see spotlight on differing demo-
graphics following this chapter).

The plateau hides distinct regional
trends (figure 1.5). At one end, the num-
bers of youth in East Asia (dominated by
China) have peaked and are set to decline.
The same is true of Europe and Central
Asia. At the other end, the youth popula-
tion in Sub-Saharan Africa, already more
than four times its 1950 level, is projected
to continue growing rapidly into the fore-
seeable future.”” South Asia, Latin America
and the Caribbean, and the Middle East and
North Africa are between the two extremes.
Numbers in Latin America and the Carib-
bean have reached a peak, or a long plateau;
those in South Asia and the Middle East and
North Africa are expected to grow slowly
until they peak in the next 25 years or so.

Figure 1.5 Trends in the developing world's population of young people vary significantly

across regions

Population of youth, millions

33

of young people toward sex and marriage 59
(promoting virginity before marriage) and South Asia
health (leading to a rejection of the use of -

400
alcohol and drugs).” e

East Asia & Pacific

Do numbers matter? 300 _
How demographic changes FE
affect opportunities for youth 200
Even as changing circumstances increase Latin America & the Caribbean
the need to focus on human capital devel- 100

opment for youth, many developing coun- Europe & Central Asia

tries are helped by favorable demographic
changes that are creating a unique opportu-
nity to invest in youth.

Middle East & North Africa
0
1950 1960 1970 1980 1990 2000 2010 2020 2030 2040 2050

Source: United Nations (2005b), medium variant.



34

WORLD DEVELOPMENT REPORT 2007

Falling relative shares—
with a few exceptions

Absolute numbers are interesting—but
only to a point. It is not clear that this is a
critical variable unless inputs to economic
and social well-being (factors of produc-
tion) are in fixed supply. Some of these fac-
tors, such as land, may indeed be relatively
fixed in supply, though the supply of land
has been relatively unimportant in explain-
ing economic growth, wages, or poverty
during the last 50 years of rapid population
growth.”® Other inputs, such as physical
capital (machinery and infrastructure) can
be expanded.

Evidence from developed countries
suggests that the size of youth cohorts rela-
tive to older workers is more important for
long-term outcomes than absolute num-
bers. The postwar baby boom in Organi-
sation for Economic Co-operation and
Development (OECD) countries resulted
in a relatively large number of young peo-
ple entering the labor market in the 1970s
(see the spotlight on baby booms follow-
ing chapter 4). This cohort experienced
lower wages and higher unemployment
than preceding generations.

Studies that examine whether there were
long-term effects—or scarring—from these
negative early experiences are varied. Some
conclude that the impact of being in a rela-
tively large youth cohort tends to diminish
over time, in some cases disappearing. Oth-
ers find more persistent effects, especially
among those with lower education (chap-
ter 4). Caution is needed in deriving con-
clusions for developing countries, but note
that the baby boom generation is broadly
comparable in relative size to the large
youth cohorts entering the labor market in
developing countries today.”

The difference is that in most developing
countries, the relative size of youth cohorts
is shrinking. Figure 1.6 shows countries in
different stages of the demographic transi-
tion—China is far along, while Sierra Leone
is lagging. Other than in Sierra Leone, the
highest peak of the youth population relative
to the population of older workers occurred
in the 1970s or 1980s. The declines in this
ratio since then have been considerable,
ranging from 25 percent to 50 percent. For

a small group of countries (Sierra Leone is
one of them), relative sizes are still increas-
ing. Others in this group are Afghanistan,
Chad, Democratic Republic of Congo, Equa-
torial Guinea, Ethiopia, Guinea-Bissau, Libe-
ria, Niger, Republic of Congo, and Somalia.
Except for Afghanistan, the countries in this
group are in Sub-Saharan Africa.”

The fact that the relative size of youth
cohorts is declining in most developing
countries means that the negative effect of
being part of alarge cohort, strong though it
may be, is declining. However, for the small
group of countries where relative sizes are
set to grow, the rising relative size of cohorts
could well aggravate difficult employment
conditions for young people—if the right
macroeconomic and labor market policies
are lacking.”!

A window of opportunity
from falling dependency

The declining relative size of youth cohorts
signals the decline in the ratio of depen-
dents (children and elderly) to working
population that occurs during the demo-
graphic transition. (The convention is to
define children as those below 15 and the
elderly as those above 65.) The trajectory
of the relative size of youth cohorts mirrors
the dependency ratio, diverging significantly
only when the demographic transition is so
far advanced that the rising burden of the
elderly on the working population pushes
up the dependency ratio (figure 1.6).

This decline in dependency (the rise
in the ratio of working population to the
nonworking population) during the demo-
graphic transition can boost economic
growth.”” The strongest evidence comes
from East Asia where between 25 and 40
percent of the rapid growth between 1965
and 1990 in Japan, Hong Kong (China),
the Republic of Korea, and Singapore has
been attributed to the higher growth of the
working age population.®

The potential for enhanced growth
through a demographic dividend arises
for two reasons. First, the rise in labor sup-
ply per capita, reinforced by the increase
in female labor supply that often accom-
panies fertility decline, increases potential
output per capita. Of course, this greater
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Figure 1.6 The relative size of youth cohorts is declining in most of the developing world, as is the dependency ratio
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labor supply would need to be produc-
tively employed. Second, higher savings
and investment per capita associated with
the rising share of the working age popula-
tion (more likely to be in the saving phase
of the life cycle than the rest of the popu-
lation) could also boost growth. Countries
in East Asia were particularly successful in
absorbing their growing cohorts of new
labor market entrants. Savings also grew,
though it remains unclear whether this
can be attributed to the rising share of the

working age population, because the micro
evidence is not consistent with a life-cycle
hypothesis of saving.”* Other factors—such
as rising life expectancy—may have con-
tributed to rising savings.”

This literature on the pathways for the
demographic dividend is not conclusive,
but the idea of a demographic dividend
from changes in the dependency ratio has
practical significance for public expendi-
tures. Funded by taxes on income or con-
sumption, those expenditures are likely to
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“We young women are not prepared
to become mothers. I would like

to continue my studies, but since I
have had my daughter my options
have changed, because I have many
more obligations now. I hope that
this will not be a barrier for me to
succeed in life.”

Eylin, 19, Honduras
January 2006

be affected by the ratio of the tax-paying
population to the beneficiary population.
Dependents are typically net beneficiaries
rather than net taxpayers, depending on
governments to finance primary and sec-
ondary schooling, postsecondary education
(in many cases), training programs, health
programs, and pensions. Early in the demo-
graphic transition, when the population of
elderly is small, the main net beneficiaries
are children and youth. With dependents
and youth cohorts falling in size relative to
the tax-paying population in many devel-
oping countries, the economic circum-
stances for investing public resources in
children and youth are likely to improve.
In a country with a 25 percent decline in
the dependency ratio, every real or baht or
lira or rupee collected in taxes from each
working age person could pay for a 33 per-
cent increase in spending per dependent,
compared with the year of the peak ratio.
This increased investment can help build
the human capital of children and youth,
which can have subsequent positive effects
on growth.

Not every developing country has
declining dependency ratios. In the
countries such as Sierra Leone, men-
tioned earlier, the dependency ratio is
still rising because the demographic
transition is not yet under way.’® There,
rising dependency ratios are steadily
reducing the resources available per child
and young person, possibly leading to a
vicious cycle of underinvestment and low
growth. Without serious efforts to lower
child mortality and fertility, this situa-
tion is not going to change. For the other
developing countries, circumstances have
never been better. Just as a changing world
is increasing the need for policy to focus
on the young, demographic changes are
making it easier to do so. This surely is
good news.

The window of opportunity presented
by declining dependency ratios will also
close, however, earlier in some countries
than in others. Many developing coun-
tries are set to become more like devel-
oped countries, which already face the
consequences of rising dependency caused
by the rising share of the elderly in the

population. In China, which underwent
an early and fairly rapid fertility transi-
tion, dependency ratios will start increas-
ing as early as 2010 because of the rapid
aging of the population. Other countries
expected to see an increase in dependency
in the next decade include Armenia, Geor-
gia, and Thailand. The pressure to increase
spending on the elderly will likely generate
pressures to raise taxes, cut expenditures
(including those on children and youth),
or both. So there is no time like the present
for investing in the young.

How prepared are youth
for today’s challenges?
A glass half empty

How well are countries building the human
capital of their young? The overall pic-
ture is one of steady progress in averages
but uneven improvement across different
dimensions of human capital and differ-
ent groups. Thus, much more remains to be
done.

Education levels have been rising world-
wide, and today’s youth cohorts have on
average more years of schooling than their
predecessors. On conventional measures of
health, such as mortality in childhood or
height-for-age, they are also the healthiest
generation by far. Outside countries with a
very high prevalence of HIV/AIDS and some
parts of the former Soviet Union afflicted
with premature male mortality, their chances
of surviving to old age are higher than ever
before.”” These are achievements to be proud
of, but the averages hide enormous differ-
ences across and within countries.

At one end of the spectrum are young
people in almost every developing country
who have had the benefit of good second-
ary education. They can be expected to go
on to university. Some may even pursue
an advanced degree in a developed coun-
try. In a country such as Niger, many more
young people go on to study in France than
in tertiary education institutions at home
(chapter 8). While well off youth in devel-
oping countries may have experimented
with alcohol and drugs or engaged in sex
while at school, their good prospects, their
means to deal with poor outcomes, and



Figure 1.7 Many young people from poor households do not have the most basic skill of literacy
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possibly their greater awareness mean that
this experimentation is less likely to have
adverse consequences. Because they have
access to better quality education, many will
have developed “softer” life skills, such as
working in teams or handling difficult situ-
ations with confidence. Finally, being the
children of more educated and wealthier
parents, many may be developing a sense of
their place in community and society.

At the other end of the spectrum are a
vast number of young people for whom the
opportunities look very different. Many
either did not attend school as children
or dropped out too early to acquire even
the most basic skills, leaving more than
130 million 15- to 24-year-olds illiterate.
Most of them are in South Asia and Sub-
Saharan Africa, more of them women than
men (figure 1.7). For those who progress
through school, average grade completed
shows a similar pattern, with rich young-
sters completing more years of school than
poor youngsters (box 1.4).

For poor young people with little or
no education, life’s opportunities are
restricted. Young men with little or no
education face enormous disadvantages in
the labor market. Many may have worked

as children. The International Labor Orga-
nization (ILO) estimates there were 84 mil-
lion 12- to 14-year-olds working in 2000.”®
As child laborers grow older they face very
limited options for employment and earn-
ings. For many poor young women, their
limited (or nonexistent) education is asso-
ciated with early marriage, which is still
high in a number of countries (chapter
6). Many studies from Sub-Saharan Africa
find that early marriage increases the risk
of HIV/AIDS among women because of
the higher frequency of sexual contact
within marriage. Young women are more
likely to bear children at an early age if they
are from poor households (box 1.4). This
combination of poverty and low education
means that they are not well-placed to take
care of themselves or their offspring, per-
petuating poverty.

Between the two ends of the spectrum
are the vast swath of today’s young people.
Many of them are still in primary school,
having started late and frequently repeat-
ing grades. Late starts are more common
in postconflict environments: in Cambo-
dia, 15 percent of 15- to 19-year-olds were
enrolled in primary school in 2001. Others
will have made it through primary school
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BOX 1.4
World Development Report 2006 made a case for
focusing on inequalities in key dimensions of
opportunity—such as education, health, and
the capacity to participate in society—because
these inequalities tend to perpetuate them-
selves, both across groups in societies and

over time.This can result in inequality traps,
which some groups or people are unable to
escape. This is detrimental on both intrinsic
grounds, because people cannot realize their
full potential, and on instrumental grounds,
because inequality traps can curtail growth and
dynamism.

Many inequalities become entrenched in
youth because of the vastly different opportuni-
ties confronting youngsters from different eco-
nomic backgrounds.

We have already discussed how differences
in literacy—the most basic of skills—affect the
future income-earning potential of youngsters
and the economic prospects of their families.

A youth perspective on equity and development

But even among those who go to school, oppor-
tunities are vastly different (figure 1).

As might be expected, per capita income
and schooling attainment among 15- to 24-
year-olds are broadly correlated.In many low-
income countries, though, young people from
the poorest 20 percent of households cannot
aspire to complete the primary cycle (six years).
On the other hand, those from the richest 20
percent of households can expect to do so
almost everywhere. Among those from poor
households, girls are far less likely to complete
primary school than boys. These differences, in
addition to perpetuating poverty, are an enor-
mous cost to society—with the poor unable to
make the most of their talents.

Young people’s access to productive jobs,
which allow them to build skills and experi-
ence, also varies enormously between those
from rich and poor households (figure 2).
Youngsters from poor households are far less

Opportunities for young people at school and work vary enormously between rich and poor

likely to find paid employment outside the
home than those from rich households, in
some cases by a substantial margin.The con-
trast is particularly striking in countries such as
Bolivia, Panama, and Paraguay.

For young women, puberty and adolescence
often mark the divergence in opportunity with
their male counterparts (see spotlight on gen-
der following chapter 2), differences heightened
by poverty. Poor young women are not only
less likely than their richer sisters to complete
primary schooling—they are also far more likely
to bear children before the age of 15 (figure 3),
which can be detrimental to their health and
well-being and that of their children.The life tra-
jectories of 15- to 24-year-old women from poor
households can thus be very circumscribed.

Addressing these inequalities is an impor-
tant part of addressing inequality of opportu-
nity by allowing young people to participate
more fully in their societies.

Figure 1 Completed years of schooling, 15- to 24-year-olds
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BOX 1.4 continued

Opportunities for young women from poor households can be restricted by early childbearing

expenditure surveys.

are ordered in terms of GDP per capita (PPP)

Figure 3 Incidence of early childbearing (before age 15), 15- to 24-year-olds
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Note: For educational attainment and paid work, quintiles are based on per capita consumption estimates; for early childbearing, on a household durables possession index. Countries

on time, but they may have faltered in the
transition to secondary school—because
of poor access to schools, a curriculum
that fails to engage and instruct, and high
costs (including opportunity costs), espe-
cially for the poor. Still others will be pro-
gressing through secondary school, for the
most part, acquiring fewer skills for work
and life than young people in developed
countries. Those who are from poor fami-
lies will learn even less than those from
richer backgrounds (chapter 3).

The challenges young people confront
go beyond acquiring skills relevant to the
labor market and extend to skills to navi-
gate health risks and engage constructively
in community and society. Many young
people remain far from well-informed
about the consequences of excessive con-
sumption of alcohol or drugs or engag-
ing in unprotected sex. Knowledge of how
to prevent HIV/AIDS, which is nowhere
near universal, is in many cases confined
to a very small proportion of young peo-
ple (chapter 5). Regular consumption of
tobacco is very common in many develop-
ing countries: upward of a quarter of 15- to
24-year-old men currently smoke regularly

in Armenia (44 percent), Indonesia (58
percent), Mexico (29 percent), and Nepal
(55 percent).” Many developing countries
provide civic instruction at school, but it is
only as effective as the teaching methods,
which can leave much to be desired (chap-
ter 7). Opportunities to participate in the
community—whether in school councils,
community organizations, or local govern-
ments—vary substantially both across and
within countries (chapters 3 and 7).

Finally, many young people cannot find
work. Unemployment rates for young peo-
ple, which are higher than those for adults
all over the world, are five to seven times the
adult unemployment rates in some develop-
ing countries (chapter 4). Unemployment is
not the only problem, as many young peo-
ple are stuck in low productivity jobs or are
neither in work or school.

All these problems set back the human
capital development of young people.

What should policy makers
focus on? The five transitions

Much of what governments need to focus
on to make young people fulfill their
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“Regarding the young gang
members, it is not a matter that
they cannot study. The problem is
that . . . the teachers are very strict,
authoritarian. During lessons, only
the teachers talk, they do not discuss
[things] with the students. Young
people can study, but they are not
motivated.”

Elvis, 21, Peru
January 2006

potential and contribute to their own well-
being and that of society has already been
touched on. Young people need to con-
tinue learning to build skills and acquire
human capital. Skill-building needs to
cover not only the skills for work, because
young people need to learn to manage a
range of health risks. They also need to be
adequately prepared to become parents to
reduce the intergenerational transmission
of poverty that occurs because of the fail-
ure to plan and space births, and nurture
children appropriately. They need also to
learn to become actively engaged as citi-
zens in the communities and societies in
which they live.

The five dimensions—learning, going
to work, staying healthy, forming families,
and exercising citizenship—are referred
to in the social science literature as “tran-
sitions.” The term “transition” is a little
misleading because some of the dimen-
sions, such as going to work or forming a
family, have more of an element of transi-
tion than others. All, however, are critical
for poverty reduction and growth because
they relate to building, maintaining,
using, and reproducing human capital.
Recent research also highlights these five
transitions, emphasizing that success in

BOX 1.5

Work and marriage for men in the Middle
East and North Africa

Countries in the Middle East and North
Africa (MENA) have increased school-

ing among both young men and young
women. In 1960, women over age 15 had
less than one year of schooling on average,
but in 2000 more than 4.5 years. Men’s aver-
age years of schooling rose from around 1.5
years to more than 6.As a result, the MENA
region now has schooling levels around the
developing country average.

MENA's unemployment rates, how-
ever,are among the highest in the world,
leaving over one in four young men and
women in search of employment.In part,
high unemployment reflects growth rates
lower than the developing country aver-
age.The failure to find employment is also
the result of schooling systems that do not
impart market-relevant learning and skills.
In addition, labor markets protect the rights

of incumbents, making it difficult for new
entrants—typically youth.

Difficulties in transitioning to work have
devalued education credentials and fostered
cynicism among successive cohorts of youth.
Another consequence has been a delay in
marriage, particularly for young men.The
MENA region stands out for having one of the
highest declines in the proportion of ever-
married men in the 20-24 year age group
since the 1970s. Qualitative studies point to
a sense of frustration among young men at
their inability to start forming families. How-
ever,more research is needed to establish
the consequences of these trends on family
and society.

Source: National Research Council and Institute
of Medicine (2005); Mensch, Singh, and Caster-
line (2006).

the transition to adulthood requires the
development of human capital, the capa-
bility to make competent choices, and the
development of a sense of well-being.*’

When exactly these transitions occur
varies by age, and one can think of three
distinct phases when different transitions
might be more evident. In the early phase,
roughly ages 12-14, the focus is more likely
to be on learning. In the middle phase,
ages 15-18 or 15-20, learning contin-
ues but work begins to come into greater
prominence. Many behaviors that endanger
health increase with age and so can be more
important at this stage. At the upper end of
this range, young people may begin to for-
mally exercise citizenship through voting,
and for many young women this may also
be a phase of childbearing. In the late phase,
ages 18-24, work and childbearing assume
greater importance.

How these transitions play out naturally
varies by country and individual. In Haiti,
a poor and largely rural economy, the early
phase of ages 12-14 is dominated by pri-
mary school (figure 1.8). By age 14 more
than a quarter of 12- to 24-year-olds con-
tinue to be enrolled in primary school—
which formally ends at 12 years—owing
to repetition and delayed or interrupted
primary schooling. A smaller proportion
of 12- to 24-year-olds are enrolled in sec-
ondary school. As young people progress
through the teens, enrollment in second-
ary school declines, falling quite sharply
in the late teens. Girls have uniformly
lower enrollment than boys. Labor market
attachment rises with age but picks up par-
ticularly after the ages of 15-16, more for
boys than for girls.

Experimentation with tobacco in Haiti
also rises with age but is low overall, a com-
mon finding in many low-income environ-
ments where access to tobacco products is
constrained by income. Engaging in sex is
more common, with 30 percent of females
and 50 percent of males reporting having
had sex by the age of 16. Reported differ-
ences between the sexes can be large, with
women understood to under report and men
to over report sexual activity. Marriage is not
common for young men before age 24, but
it rises quite sharply for women after age 18.



Figure 1.8 The transitions for Haitians ages 12-24
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By 24, nearly a quarter of young women are
married and nearly 10 percent have borne
children. Participation in civic or social
associations outside the home rises almost
uniformly from age 12 onward, slowing as
young people approach their mid-twenties.
In Chile, an upper-middle-income
country, the five transitions are both similar
to and different from those in Haiti (figure
1.9). A good proportion of young people are
still in primary school until age 14, but the

proportion in secondary schools is higher.
Very few young people remain in primary
school after age 15 and in secondary after
age 18. Labor market engagement rises with
age but sharply increases after age 18, as
opposed to ages 15-16 in Haiti. Engagement
in civic associations rises over this age range
and looks very similar to that in Haiti.

The big difference from Haiti is in health
behavior and family formation. Experimen-
tation with alcohol, tobacco, and drugs is

Ly
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Figure 1.9 The transitions for Chileans ages 12-24
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much higher among Chilean youth, with
more than two-thirds of young people hav-
ing tried one of these substances by age 16.
Many young people also report that they
engage in sex at a fairly young age—more
than 20 percent of females and 40 percent
of males report having had sex by age 16.
These figures are comparable to those
reported by youngsters in Haiti. However,
Chile’s incidence of marriage among 12- to
24-year-olds is lower than Haiti’s.

The five transitions, though discussed
separately, interact. Some of the inter-
relationships are obvious, such as longer
schooling delaying labor force entry, or
childbearing reducing labor market attach-
ment (at least temporarily). Some are less
obvious, such as the relationship between
work and marriage for men (box 1.5). For
governments that create a policy environ-
ment conducive to all the transitions, the
payofts can be enormous.



Differing demographics

Most young people today are born into smaller families than their parents, but there are many more of them than in their
parents’ generation. The developing world as a whole and many countries are seeing a peak in the numbers of youth because
population momentum—the inertia in population growth related to the large size of the childbearing population—is being
gradually overtaken by falling fertility. Now at 1.3 billion, the population of young people is expected to grow slowly into
the foreseeable future because the continuing growth in youth populations in Sub-Saharan Africa, Middle East and North
Africa, and South Asia will counter the slow declines in East Asia and Europe and Central Asia.

Why youth populations are
approaching a peak

Why are youth populations so large? Recall
the main elements of the demographic
transition. Before the demographic tran-
sition, death rates and birth rates are high
and in balance, implying low rates of popu-
lation growth. The demographic transition
begins with a decline in death rates. With
death rates falling, birth rates typically
remain high for some period, accelerating
population growth. Eventually birth rates
also fall, slowing population growth. The
transition ends when birth rates and death
rates have both stabilized at a new low level,
implying a return to low (or zero) popula-
tion growth.

High-income countries went through a
demographic transition in the 1800s and
early 1900s and had a long and slow decline
in mortality. The gap between birth rates
and death rates was never very large, and
population growth rates rarely exceeded 1
percent a year.

The demographic transition in develop-
ing countries is quantitatively very different.
Death rates declined very fast in the 1950s

Figure 1 The demographic transition in
Brazil led to a peak in population growth
during 1960-65
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and 1960s, generating population growth
rates in excess of 4 percent a year in some
countries. The timing of fertility decline has
varied, but it occurred in many developing
countries in the 1960s, when world popula-
tion growth hit a peak of around 2 percent
a year. The rapid population growth of the
1960s—the “population explosion”—is
the origin of today’s large youth cohorts.
Today’s youth are the children of the popu-
lation explosion generation.

Consider Brazil (figure 1).! The demo-
graphic transition was already well under
way by 1950, with the death rate having
fallen to 15 per 1,000, while the birth rate
was almost 45 per 1,000. Population growth
was about 2.8 percent a year, higher than
ever experienced by high-income countries
when they went through the demographic
transition. Although the birth rate was fall-
ing in the 1950s, death rates were falling
faster, causing a peak population growth
rate of 3.0 percent in 1960-65. This was
also when world population growth rates
reached their historic peak.

Birth cohorts grew rapidly in the 1950s
in response to the rapid decline in death
rates (figure 2), driven largely by declines in
infant and child mortality. Cohort size lev-
eled off in the late 1960s and early 1970s,

reflecting the rapid decline in fertility rates
that began in the 1960s. Cohort size then
grew rapidly again in the late 1970s, reach-
ing a peak in 1982, driven by what demog-
raphers call population momentum—the
increase in the size of the childbearing
population as the birth cohorts of the 1950s
reached childbearing age.

The experience for other developing
countries is similar to Brazil’s, with differ-
ences only in the timing of the largest sur-
viving birth cohort. With the large declines
in fertility starting around the 1960s,
the developing world as a whole is now
approaching a plateau in youth numbers.
There are now 1.3 billion young people ages
12-24 in the developing world, a number
expected to grow to 1.5 billion in 2035 and
begin declining thereafter.

Country patterns are distinct

Depending on the timing and speed of
fertility decline, countries can expect to
see different trajectories of number of
youth (figure 3). Four distinct patterns
are the result of a complex interaction
between fertility, mortality, and population
momentum.

Group 1. Countries in this group typi-
cally experienced an early transition to low

Figure 2 The largest surviving birth cohort in Brazil was born in 1982
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Figure 3 Country trends in youth population vary significantly
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fertility and have seen a peak in their youth
numbers (China, Russia). Other countries
in this group include Albania, Armenia,
Cuba, Georgia, Mauritius, Poland, and
Thailand.

Group 2. Countries in this group expe-
rienced the fertility transition somewhat
later than the first group and are seeing a
peak about now (2000-10). In some cases
the peak is relatively sharp (Vietnam). In
others there is a long plateau, with coun-
tries projected to experience 20 to 30 years
of relatively constant youth populations
after they reach their peak (Brazil).> Other
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countries in this group include Argentina,
Chile, Costa Rica, the Islamic Republic of
Iran, Indonesia, South Africa, Sri Lanka,
and Turkey.

Group 3. Countries in this group will
experience a peak between 2010 and 2030,
for some relatively sharp (India) and for
others long drawn (the Arab Republic of
Egypt).” Other countries in this group
include Bangladesh, Malaysia, Nicaragua,
Peru, and the Philippines.

Group 4. Countries in this group will
not experience a peak in the foreseeable
future (Pakistan, Sierra Leone). For most

the fertility transition is halted, proceed-
ing slowly, or yet to get under way. Other
countries in this group include Afghani-
stan, Cambodia, Chad, Republic of Congo,
Democratic Republic of Congo, Equato-
rial Guinea, Eritrea, Ethiopia, Guatemala,
Guinea-Bissau, Kenya, the Lao People’s
Democratic Republic, Liberia, Mozam-
bique, Niger, Nigeria, Pakistan, Rwanda,
Senegal, Somalia, Uganda, and the Repub-
lic of Yemen.

Within this group there are marked dif-
ferences in countries. Some with very late
fertility declines, such as the Democratic
Republic of Congo and Sierra Leone, are
projected to have continuing rapid growth
of the youth population for the next several
decades. Dependency ratios have yet to fall,
so resources available per youth are falling,
and youth cohorts are growing relative to
older workers, intensifying the pressure on
the labor market from new entrants. Others
such as Pakistan and Senegal are projected
to have slower growth. Dependency ratios
are falling, steadily improving the economic
circumstances for investing in youth. Also
falling is the relative size of youth cohorts,
easing labor market pressures.

These distinct country patterns under-
pin the approaching plateau in the absolute
number of young people in the develop-
ing world. While numbers are declining
in several countries, they are countered by
increases elsewhere. At the regional level,
East Asia and Europe and Central Asia are
already experiencing contraction, while
Middle East and North Africa, South Asia,
and Sub-Saharan Africa are set to grow, the
latter the fastest.



