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Abstract

The demographic dividend refers to the economic growth potential that arises when the
proportion of the working-age population exceeds that of dependent age groups. Kerala
presents a unique case in India due to its early demographic transition, rapid fertility decline,
high life expectancy, and advanced social development indicators. While India as a whole is
currently experiencing a demographic dividend phase, Kerala's demographic transition has
progressed much faster, resulting in an earlier onset of population ageing. This paper
examines the dynamics and patterns of the demographic dividend in Kerala, analyses its
determinants, and discusses the opportunities and challenges associated with the state's
changing age structure. The study finds that Kerala's demographic dividend has been shaped
by educational advancement, healthcare improvements, migration, and declining fertility.
However, ageing, labour shortages, and declining labour force participation among women
pose significant challenges to sustaining economic growth.
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1. Introduction

The concept of demographic dividend refers to the economic benefits that arise when a
country's working-age population (15-64 years) grows larger relative to the dependent
population comprising children and the elderly. During this phase, the dependency ratio
declines, creating favourable conditions for economic growth through increased labour
supply, savings, and productivity.

Kerala occupies a distinctive position in India's demographic landscape. The state achieved
remarkable progress in education, healthcare, and social welfare much earlier than other
Indian states. As a result, fertility and mortality rates declined rapidly, leading to a
demographic transition that preceded the national trend by several decades. Kerala reached

485


https://doi.org/10.53032/tvcr/2026.v8n2.55
mailto:chithrathulasee@gmail.com

ISSN: 2582-5526 www.thevoiceofcreativeresearch.com

The Voice of Creative Research
Vol. 8 & Issue 2 (April 2026)

below-replacement fertility levels in the 1990s, while many other Indian states continued to
experience relatively high fertility rates.

The state's demographic trajectory has generated both opportunities and challenges. While
the growth of the working-age population initially created favourable conditions for economic
development, the rapid transition has also accelerated population ageing. Consequently,
Kerala is increasingly moving from a demographic dividend phase towards an ageing society.

2. Conceptual Framework of Demographic Dividend
The demographic dividend emerges during the transition from high fertility and mortality
rates to low fertility and mortality rates. This transition alters the age structure of the
population by increasing the share of working-age individuals relative to dependents.
Economic theorists argue that demographic dividends contribute to growth through four
channels:

1. Increased labour supply.

2. Higher household savings.

3. Greater human capital investment.

4. Enhanced female labour force participation.
Studies on Indian states have demonstrated that a higher working-age population ratio
significantly contributes to economic growth and productivity. However, the dividend is not
automatic; it depends on employment opportunities, education, health infrastructure, and
labour market efficiency.
3. Demographic Transition and the Emergence of Demographic Dividend in Kerala
Kerala's demographic transition began much earlier than that of most Indian states.
Improvements in public health, universal education, land reforms, and social welfare
initiatives reduced mortality and fertility rates substantially during the latter half of the
twentieth century.
The major features of Kerala's demographic transition include:

e Low fertility rates below replacement level.

e High literacy rates.

e High life expectancy.

¢ Low infant mortality.

e Slower population growth.

Research indicates that Kerala currently occupies a mature stage of demographic
transition characterized by fertility below replacement levels and life expectancy
exceeding 75 years. The state experienced a substantial increase in its working-age
population during the late twentieth and early twenty-first centuries, generating a
demographic dividend. The demographic dividend in Kerala differed from that of many
developing regions because it was accompanied by strong investments in human
development. Educational attainment and health outcomes improved significantly,
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creating a relatively skilled workforce capable of participating in both domestic and

international labour markets.

4. Patterns of Demographic Dividend in Kerala
4.1 Growth of the Working-Age Population
One of the primary indicators of demographic dividend is the rise in the proportion of
working-age individuals. Kerala experienced a substantial increase in the population
aged 15-59 years during the demographic transition period. This shift reduced
dependency burdens and enhanced economic productivity.
Migration also played an important role. International migration, especially to the Gulf
countries, generated remittances that improved household incomes, education, and
consumption patterns. Remittances became a significant source of economic stability
for Kerala.
4.2 Human Capital Development
Kerala's demographic dividend has been closely linked to human capital formation.
High literacy levels, extensive school enrolment, and improved healthcare outcomes
contributed to a more productive workforce.
The state's investments in education, particularly female education, accelerated
fertility decline and enhanced labour market participation. The relationship between
education and demographic transition in Kerala demonstrates how social
development can facilitate demographic dividends.
4.3 Gender Dimensions
Although Kerala has achieved impressive educational outcomes for women, female
labour force participation remains relatively low compared to expectations. Research
has identified declining labour force participation among educated women due to
labour market constraints and discouragement effects.
This phenomenon limits the full realization of Kerala's demographic dividend because
a significant portion of the educated workforce remains underutilized.

5. Emerging Challenges to Kerala's Demographic Dividend

5.1 Population Ageing
The most significant challenge confronting Kerala is rapid population ageing.
Declining fertility and increasing longevity have increased the proportion of elderly
individuals within the population. Current projections suggest that the elderly
population will continue to rise substantially over the coming decades.
Recent studies indicate that one in five residents in Kerala may belong to the elderly
category in the near future, making it one of India's oldest states demographically.
The ageing process creates several challenges:

o Increased healthcare expenditure.

e Rising pension burdens.

e Higher old-age dependency ratios.

e Greater demand for long-term care services.

e 5.2 Shrinking Labour Force
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As fertility declines and population ageing accelerates, the proportion of young
workers entering the labour force is decreasing. Studies indicate that the share of
young workers in Kerala's working-age population has declined steadily and is
expected to continue falling.
Labour shortages are already visible in sectors such as construction, agriculture, and
manufacturing. Consequently, Kerala increasingly relies on migrant workers from
other Indian states.
e 5.3 Employment and Skill Mismatch

Despite high educational attainment, unemployment among educated youth remains
a concern. The mismatch between educational qualifications and labour market
requirements reduces the effectiveness of the demographic dividend.
To sustain economic growth, Kerala must strengthen skill development programmes,
promote entrepreneurship, and create employment opportunities in knowledge-
intensive sectors.
5.4 Migration and Brain Drain
Migration has historically supported Kerala's economy through remittance inflows.
However, large-scale emigration of skilled workers can also create shortages in critical
sectors such as healthcare, technology, and education.
Balancing migration benefits with domestic workforce requirements remains an
important policy challenge.

6. Policy Implications and Future Prospects
Kerala's demographic future requires a transition from a youth-centred dividend

strategy to an ageing-sensitive development framework.
The following policy measures are particularly important:
6.1 Enhancing Female Labour Force Participation
Improving workplace flexibility, childcare support, and employment opportunities
for educated women can expand the labour force and offset demographic ageing.
6.2 Skill Development and Innovation
The state should strengthen vocational education, digital skills training, and
innovation ecosystems to improve workforce productivity and competitiveness.
Recent policy initiatives aimed at technology-driven growth and skill development
may contribute positively to this objective.
6.3 Healthy Ageing Policies
As ageing accelerates, investments in geriatric healthcare, social security, and
community-based care systems become essential. Kerala has already begun
implementing dedicated programmes for elderly welfare, reflecting recognition of this
demographic reality.
6.4 Migration Management
Developing effective migration policies and improving labour market integration for
interstate migrant workers can help address labour shortages.
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7. Conclusion

Kerala's demographic dividend represents one of the most significant outcomes of its
successful demographic transition. High literacy, improved healthcare, and declining fertility
created a favourable age structure that contributed to economic and social development.
However, Kerala's demographic transition has progressed faster than that of most Indian
states, resulting in an earlier onset of population ageing. The state now faces the dual
challenge of sustaining economic growth while adapting to an ageing population. Future
development strategies must focus on increasing labour force participation, enhancing
productivity, investing in skills, and strengthening elderly care systems. Kerala's experience
offers valuable lessons for other Indian states that are likely to encounter similar demographic

transformations in the coming decades.
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