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Abstract

Underdeveloped and overpopulated countries face intricate economic challenges arising from the coupled effect of
limited resources, inadequate infrastructure and rapid population growth. The scarcity of educational opportunities
and healthcare services curtails human capital development, constraining productivity and innovation.
Overpopulation strains existing resources, exacerbating unemployment, income inequality and environmental
degradation. This synergy often leads to cycles of poverty, diminished economic growth and susceptibility to
external shocks. This article explores the intricate relationship between economic challenges, underdevelopment I
and overpopulation in certain countries. It discusses the multifaceted nature of these challenges, their root causes

and potential strategies for addressing them. By examining case studies and existing literature, the article aims to

shed light on the complex interplay between economic development, population growth and sustainable solutions.

Keywords
Economic Challenges, Underdeveloped Countries, Overpopulated Countries, Extended Fund Facility (EFF),
International Monetary Fund (IMF).




Introduction

Economic challenges in underdeveloped and
overpopulated countries constitute a pressing global
concern.! The convergence of underdevelopment and
overpopulation enhances vulnerabilities, creating
a complex web of obstacles to economic growth and
stability. These countries often have limited access to
education, healthcare and employment opportunities,
which hinder human capital development and
innovation.? Lack of essential services and economic
opportunities limits human capital development, while
overpopulation strains resources and infrastructure.
The global distribution of underdeveloped and
overpopulated countries is uneven, with many of these
nations concentrated in specific regions. Sub-Saharan
Africa, parts of South Asia and some areas in Latin

America are particularly affected by these challenges.?

Sub-Saharan Africa comprises significant number of
underdeveloped and overpopulated countries. Factors
such as limited access to education, healthcare and
infrastructure contribute to high levels of poverty
and economic vulnerability across the region. Certain
countries in South Asia, including India, Pakistan and
Bangladesh, grapple with both underdevelopment
and overpopulation.* Rapid population growth strains
resources, while inadequate access to education and
healthcare perpetuates cycles of poverty.®> While these
regions are prominent examples, it is important to
note that underdevelopment and overpopulation
can be found in various countries around the
world. The complex interplay of historical, social,
economic and political factors shapes the distribution
of these challenges. Addressing them requires
tailored strategies that consider each country’s
unique circumstances and work toward sustainable
development and population management.

Addressing economic challenges in underdeveloped
countries holds significant importance for global
stability and growth. By fostering economic
development, these countries become more self-
sufficient, less dependent on foreign aid and
mitigate risks of conflict and extremism. Moreover,
their integration into the global economy as viable
trading partners expands market opportunities,
international trade and stimulates overall economic
growth. Improving access to education and healthcare
in underdeveloped countries enhances human
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capital, fosters innovation and contributes to global
technological advancements.

Underdevelopment and Overpopulation:
A Complex Nexus

Underdevelopment and overpopulation forms a
complex interplay that poses significant challenges
for societies across the globe.® These intertwined
issues often reinforce each other, creating a
cycle that hinders progress and sustainability.
Underdevelopment encompasses economic, social
and infrastructural deficiencies that prevent a society
from realizing its full potential. Lack of access to
education, healthcare, technology and basic services
like clean water and sanitation contribute to persistent
poverty. Inadequate economic opportunities and
unequal distribution of resources further exacerbate
underdevelopment.’

Overpopulation, characterized by a population size
that exceeds the carrying capacity of the environment,
compounds these challenges.® It strains already limited
resources, increases environmental degradationand
places immense pressure on infrastructure and
services. As people struggle to meet their basic
needs, the cycle of underdevelopment persists,
creating a self-reinforcing loop. The nexus between
underdevelopment and overpopulation is intricate.
In underdeveloped regions, limited access to family
planning and education contribute to higher birth rates.
Simultaneously, overpopulation places additional
strain on already struggling economies, perpetuating

poverty and limiting investments in education,




healthcare and infrastructure.’ To break this cycle and
prevent economic crises, comprehensive strategies
are needed. These include investments in education,
healthcare, family planning and sustainable economic
development, as well as policies that promote job
creation and resource management. Addressing the
interconnected challenges of underdevelopment and
overpopulation is essential for fostering long-term
economic stability and growth.

Root Causes of Economic Challenges in
Underdeveloped and Overpopulated
Countries

Economic problems can arise from a variety of
factors, often interconnected and complex in nature.
Identifying a single root cause is tricky and challenging.
The mismanagement and poor allocation of resources,
leads to inefficiencies and economic problems. This
can involve misallocation of capital, labour and
technology, resulting in suboptimal economic growth.
Pakistan is rich in natural resources but poor in their
management. There are plenty of nonrenewable
energy resources like oil, gas and coal in Pakistan
which are poorly managed. The environmental
challenges including the environmental degradation
and climate change can have significant economic
consequences. Natural disasters, resource scarcity
and environmental regulations can disrupt industries,
increase costs and affect economic stability. Economic
problems also stem from deep-seated structural issues
within an economy, such as a lack of diversification,

over-reliance on a single industry or inadequate

infrastructure. Another reason of poor economy is
the income inequality. The High levels of income and
wealth inequality lead to social tensions, reduced
consumer demand and limited access to education
and healthcare. The rapid technological advancements
disrupt traditional industries and labour markets,
leading to job displacement and skill gaps. Failure
to adapt to these changes in time result in economic
hardships and create strong economic barriers.
The insufficient investment in education and skill
development can result in a workforce ill-equipped
to meet the demands of a changing economy. This
can lead to higher unemployment rates and stagnant
productivity. In addition to these issues, the global
factors such as pandemics also create economic
crisis. The Novel COVID-19 pandemic resulted in huge
economic disruptions.*®

The political instability, corruption and lack of
governance disrupt economic activities and discourage
investment. Uncertain political environments can
deter both domestic and foreign investment, leading
to economic downturns. Similarly, the inappropriate
monetary and fiscal policies can result in inflation,
deflation and other macroeconomic imbalances. In
addition, the Colonialism, driven by imperial powers,
led to the exploitation of nations and their resources
for the benefit of colonial rulers. The impact of this
historical injustice reverberates today.!! Exploitation
involved resource extraction, forced labour and cultural
subjugation, leaving deep scars on colonized societies.
Economies were distorted to serve colonial interests,
perpetuating dependency and underdevelopment.
Social divisions and power imbalances often have
roots in colonial legacies. Exploitative systems have
entrenched poverty, hindered education and limited
economic diversification.

The dependency on primary commodities, such as
raw materials, medicines and agricultural products,
poses a significant economic challenge for many under
developing nations. Relying heavily on exports of these
commodities exposes countries to volatile market
fluctuations and price shocks, creating instability
in revenue and hindering economic diversification.
Breaking the cycle of dependency requires strategies
addition
manufacturing, investing in education and innovation

like value through processing and
and fostering inclusive governance.
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As the global population continues to grow, the
strain on resources, infrastructure and social
systems increases. Firstly, overpopulation leads to
resource scarcity. Basic necessities such as food,
water and energy become stretched, resulting in
increased competition for these resources. This
causes shortages, increases prices and imports.
Secondly, overpopulation can lead to unemployment
and underemployment. The labour force grows faster
than the availability of jobs, resulting in a surplus
of workers. This can depress wages and working
conditions, making it difficult for individuals to
secure stable and well-paying employment. Thirdly,
overpopulation can strain infrastructure and public
services. Rapid population growth can overwhelm
transportation networks, healthcare systems and
educational institutions. Governments may struggle
to provide adequate services, leading to subpar living
conditions and reduced access to quality education and
healthcare. Unemployment and underemployment
rates increased to an all-time high of 56.1% in 2020,
pushing 133 Million Nigerians into multidimensional
poverty, according to the latest data from the National
Bureau of Statistics.!? Moreover, overpopulation can
contribute to environmental degradation. Increased
waste generation, pollution, deforestation exacerbate
ecological challenges. The costs of mitigating and
adapting to these environmental impacts burden the
economies. Overpopulation also results in excessive
migration from underdeveloped to developed
countries. Ireland, encountered perhaps the most
substantial proportion of emigration across Europe.
During the 1821 census, Ireland’s population was

5.4 Million, while Great Britain’s stood at 14.2 Million.
Despite experiencing comparable rates of natural
population growth as other European nations since
1821, Ireland’s population decreased to a mere
3.5 Million in 1986. In contrast, Great Britain’s
population increased to 55.1 Million during the
same period.”

Countries with Successful/ Unsuccessful
and Ongoing Economic Crisis: Case Studies

e The Japanese Economic Miracle after
World War 11
Economist Milton Friedman once said that “The
best way to grow rapidly is to have the country
bombarded.” Though it is hard to imagine a
country prospering after losing everything, the
Japanese post-war economy did just that. Japan
unconditionally surrendered on August 14%
1945, with World War II costing the country
an estimated 2.6 to 3.1 Million lives and USD
56 Billion. Though Japan was left with almost
nothing, their economy recovered at an incredible
speed. Known as the Japanese Economic Miracle,
Japan experienced rapid and sustained economic
growth from 1945 to 1991, the period between
post World War Il and the end of the Cold War.
In less than ten years, Japan’s economy was
growing at a peak rate last observed in 1939, with
the economy growing two times faster than the
pre-war standard every year past 1955. Japan's
economic growth after the 1940s was based on
unprecedented expansion of industrial production
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and the development of an enormous domestic
market, as well as on an aggressive export trade
policy. Japan has developed a highly diversified
manufacturing and service economy and is one of
the world’s largest producers of motor vehicles,
steel and high-technology manufactured goods
(notably consumer electronics). There are four
main factors that allowed for this super rapid
growth: technological change, accumulation of
capital, increased quantity and quality of labour
and increased international trade. After the war,
Japan had lost more than a quarter of its industrial
capacity and was only left with over-depreciated
capital stock that had no use. This allowed Japan to
adopt an abundance of new technologies without
having to wait for assets to be fully depreciated,
fuelling Japan's voracious appetite to start fresh
and innovate. In order toimportand implementthe
new technologies mentioned above, the Japanese
concentrated their capital into investing in rapidly
growing manufacturing industries. At the time, the
returns of these investments were high because
the marginal productivity of capital was so high.
In order to balance these large investments and
avoid extremely high inflation, there was also a
high rate of personal saving. During 1959 and
1970, the ratio of personal savings to disposable
income averaged at 18.3% in Japan, while it
was only 12% in Germany and 7% in the United
States. Initially, Japan’s exports grew rapidly after
the war, boosting the economy. By providing
tax deductions for overseas sales expenditures
and preferential loans, the government was able
to lower the prices of exports, making them
relatively cheaper than other countries. Due to
increased efficiency and corporations’ ability to
keep up with changes in the international trading
stage, Japan was able to provide goods that were
in the most demand, increasing exports and thus
real economic growth.!*

Through strategic planning and cooperation by
firms, individuals and the government, Japan
manipulated these factors to become the third-
largest economy in the world. Though it has been 78
years since the end of World War II, many elements
of Japan’s economic recovery remain relevant to our
society and can be applied to countries that have
recently emerged from conflict.

North Korea and South Korea Economic
War

After the dissolution of the Soviet Union, the North
Korean economy entered a period of stagnation
and more recently, it has progressively worsened,
reaching a critical state of crisis.'>!® The country
has been facing economic challenges for many
years due to a combination of factors, including
international sanctions, mismanagement of
resources, isolationist policies and feudal
militarism. Till now the country is suffering from
economic crisis. In contrast, the South Korea
Economic crisis arouse because the Government
failed in two major areas. Exchange rate policy
and Industry policy. These had adverse effects
on Korean Economy. To overcome the financial
crisis, South Korea sought assistance from the
International Monetary Fund (IMF) as its currency,
the Korean won, came under intense speculative
pressure in December 1997. The IMF provided
a USD 57 Billion bailout package to stabilize the
economy, restore investor confidence and address
the country’s external financing needs. South
Korea’s financial sector was heavily burdened with
bad loans and poor management practices.!” The
government initiated comprehensive reforms to
clean up the banking system, recapitalize financial
institutions and improve corporate governance
within the sector. To address this, Corporate
Restructuring was adapted. Many large Korean
conglomerates (chaebols) were overleveraged
and faced serious financial difficulties. The

government encouraged and mandated corporate
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restructuring, leading to consolidation,
divestitures and more transparent governance
within the chaebols. In addition to the
structural reforms, fiscal discipline was tightly
implemented to address the budget deficit
and restore investor confidence. This included
reducing government spending and increasing
taxes to stabilize the country’s fiscal situation.
The Korean won had been pegged to the USD,
but in the midst of the crisis, South Korea
allowed its currency to float. This helped
in adjusting to market forces and regaining
external competitiveness. South Korea focused
on diversifying its export markets to reduce
its heavy dependence on a few key trading
partners. This helped mitigate the impact of
external shocks and create a more resilient trade
environment. The crisis prompted South Korea
to strengthen its global economic engagement.
The country actively sought foreign investment,
signed trade agreements and expanded its role
in international economic forums.

Pakistan Economic Crisis

The main reason for the Pakistan Economic crisis

may be as follows:-

= Political Instability and Governance
Issues. Political  instability,  policy
inconsistencies and governance issues have led
to uncertainty among investors and hindered the
implementation of long-term economic reforms.

= Security Concerns. Security challenges

14361

46.8452
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have deterred foreign investment and affected
economic activities, particularly in sectors
like tourism and foreign direct investment.

» Macroeconomic Imbalances. Pakistan
has struggled with persistent macroeconomic
imbalances, including high inflation, fiscal
deficits and a large current account deficit.
These imbalances can lead to currency
depreciation, reduced foreign exchange
reserves and increased borrowing costs.
Pakistan’s external debt has been a significant
concern. High levels of external borrowing
have led to a heavy debt burden and servicing
this debt consumes a substantial portion of
the country’s revenue. As of December 2022,
Pakistan held external debt and liabilities of
USD 126.3 Billion. Nearly 77% of this debt,
amounting to USD 97.5 Billion is directly owed
by the government of Pakistan to various
creditors; an additional USD 7.9 Billion is
owed by government-controlled public sector
enterprises to multilateral creditors.!®

= Energy Shortages. Frequent energy
shortages, including electricity and gas,
have hindered industrial production and
economic growth. These shortages have been
a longstanding issue and have negatively
impacted businesses and investors.

» Low Tax Collection. Pakistan has faced
challenges in expanding its tax base and
increasing tax revenue. A significant informal
economy and tax evasion have contributed
to revenue shortfalls, putting pressure on
government finances.

= Unemployment and Poverty. High
levels of unemployment and poverty have
remained persistent issues, affecting the overall
social and economic well-being of the population.

Remedies

Addressing these economic crises requires a
combination of short-term and long-term measures
to ensure sustained economic growth and stability.
Here are some potential remedies that Pakistan could
consider to reduce its economic crisis:-



e IMF Program
Pakistan entered into an Extended Fund Facility
(EFF) program with the IMF in 2019. Under
this program, the government committed to
implementing a series of economic reforms aimed
at fiscal consolidation, structural reforms and
macroeconomic stabilization. The central bank of
Pakistan implemented measures to control inflation
and stabilize the exchange rate, which included
adjusting interest rates and managing the money
supply.!® The government can focus on reducing
the fiscal deficit by implementing austerity
measures, controlling unnecessary expenditures and
increasing revenue collection through tax reforms.

e Energy Sector Reforms
Reforms in the energy sector are aimed to reduce
circular debt, improve energy generation and
distribution and attract private investment in
the sector. Comprehensive reforms in the energy
sector can improve efficiency, reduce losses and
promote sustainable energy sources. There is a
need to develop policies that encourage industries
to produce goods for export, with a focus on value
addition and competitiveness.

The Role of Technology and Innovation in
Reducing Economic Crisis

Technology and innovation play a crucial role in
overcoming economic crises by enabling rapid
adaptation, creating new opportunities and fostering
long-term growth. Here’s how they contribute:-

e Efficiency and Productivity
Enhancement
During economic crises, businesses face pressure
to cut costs and streamline operations. Technology
helps by automating tasks, improving processes
and reducing waste. This increases efficiency and
productivity, allowing companies to maintain or
even increase output with fewer resources.

e Remote Work and Digital
Transformation
The COVID-19 pandemic highlighted the
importance of technology in enabling remote
work and digital transformation. Companies that
had invested in digital infrastructure before the
crisis were better equipped to continue operations

when physical presence became challenging. This
trend fosters resilience and minimizes disruptions
during economic downturns.

Innovative Business Models

Economic crises often lead to the emergence of
new business models that leverage technology.
Examples include the rise of gig economy
platforms, online marketplaces and subscription
services. These models create new revenue
streams and employment opportunities that can
help alleviate the impact of a downturn.

Access to Global Markets

Technology facilitates international trade and
access to global markets. E-commerce platforms,
digital payment systems and online advertising
enable businesses to reach customers beyond
their local regions, diversifying revenue sources
and reducing dependence on a single market.

Research and Development (R&D)
Innovation is a driving force behind economic
growth. During crises, governments and private
entities may invest in R&D to develop new
products, services and technologies. These
investments not only lead to immediate solutions
but also lay the foundation for future economic
expansion.

Startups and Entrepreneurship
Economic crises can be opportunities for startups
and entrepreneurs to introduce disruptive
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innovations. Lower entry barriers, available talent
pool and potential market gaps encourage the
development of new ideas and solutions, fostering
economic recovery and growth.

e Reskilling and Upskilling
Technology-driven change can lead to workforce
displacement, especially during economic

downturns. However, technology also provides

the means for reskilling and upskilling the
workforce to meet the demands of evolving
industries. This reduces unemployment and

enhances overall employability.

e Infrastructure Development
Investments in infrastructure,
such as high-speed internet, data centers and

communication networks, create the foundation

technology

for a digital economy. This infrastructure is
essential for businesses to function effectively,
especially during times of crisis.

The adaption to emerging technologies of China
during the COVID-19 Pandemic is one of the good
examples of technological advances.?’ China’s response
to technological advances during the COVID-19
pandemic was marked by swift adaptation, innovation
and the acceleration of existing trends. Some of the
key technological advances during the pandemic are
Digital Infrastructure and E-commerce. China already

had a robust digital infrastructure in place before
the pandemic, with widespread access to high-speed
internet and a thriving E-commerce ecosystem.
During the pandemic, online shopping, food delivery
and remote work became even more essential.
E-commerce giants like Alibaba and JD.com expanded
their logistic networks and launched new services
to meet the increased demand for online shopping.
Contactless Payments and Digital Services i.e. Digital
payment platforms like Alipay and WeChat Pay were
used not only for transactions but also for contactless
donations, medical consultations and government
services.

The pandemic prompted a surge in telemedicine usage.
Chinese health technology companies developed
platforms for remote consultations, diagnostics and
monitoring. China employed digital health codes linked
to individuals’ health status to manage movement
during lockdowns. These codes were accessed through
mobile apps and helped authorities track and
control the spread of virus.?! China’s manufacturing
sector rapidly integrated automation and smart
manufacturing technologies to minimize the impact of
workforce disruptions. Industrial robots and Al-driven
quality control systems became more prominent,
ensuring that production continued while maintaining
safety measures. Due to these advancements, the
country did not go to the zone of high economic crisis
during and after the pandemic.
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Sustainable Development Strategies

Importance of long-term Sustainable

Approaches

The significance of adopting long-term sustainable

approaches during an economic crisis cannot

be overstated. These approaches are crucial for
several reasons:-

» Stability and Resilience. Sustainable
strategies focus on building a strong foundation
for the economy, fostering resilience against
future shocks. By addressing underlying
structural issues, countries can minimize the
likelihood of recurring crises and reduce their
severity when they do occur.

= InvestorandPublicConfidence. Long-
term sustainable approaches demonstrate
a commitment to responsible economic
management. This fosters confidence among
investors, businesses and the general public,
which can lead to increased investments, job
creation and economic growth.

= Resource Management. Sustainable
practices emphasize efficient and responsible
use of resources, whether they are natural,
human or financial. This prevents wastage,
ensures equitable distribution and promotes

long-term growth.

=« Diversification and Innovation.

Sustainable approaches encourage
diversification of the economy and the
development of new industries. This reduces
dependence on a single sector or market,
making the economy more adaptable to

changes and disruptions.

» Human Capital Development.
Investing in education, healthcare and skills
development enhances the quality of the
workforce. This, in turn, boosts productivity,
fosters innovation and contributes to long-
term economic growth.

Role of Education and Human Capital
Development

Education and human capital development play
a pivotal role in mitigating economic crises and
fostering long-term stability. A well-educated
and skilled workforce forms the foundation
of a resilient economy. Here’s how education
and human capital development contribute to
reducing economic crises: Firstly, education
equips individuals with the knowledge and skills
needed to adapt to changing economic conditions.
A highly educated workforce is more flexible and
can transition between industries as economic
landscapes evolve. This adaptability reduces
the shock of sudden economic shifts, ultimately
decreasing the severity of crises. Secondly,
investment in education enhances productivity.
Skilled workers are more efficient and innovative,
driving technological advancements and economic
growth. This increased productivity bolsters the
economy, making it more resistant to downturns.

Human Capital Development

Encompassing not only formal education but also
training and healthcare, leads to a healthier and
more capable workforce. Healthy individuals are
more productive, require fewer sick days and have
a higher life expectancy, reducing the economic
burden of healthcare costs and absenteeism
during crises. Investing in education and human
capital development also addresses income
inequality, as it provides equal opportunities for
upward mobility. This social cohesion reduces the
potential for unrest during economic downturns,
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ensuring stability and minimizing the risk of crises
escalating into larger social or political issues.

¢ Promotion of Inclusive Economic Growth
and Diversification of Economies
Promoting inclusive economic growth and
diversifying economies are integral strategies
for mitigating economic crises. Inclusive growth
ensures that the benefits of economic progress
are shared among all segments of society,
reducing disparities that can exacerbate crises.
By providing opportunities for marginalized
groups, it enhances social stability and reduces
the risk of unrest during economic downturns.
Diversification, on the other hand, involves
developing multiple sectors instead of relying
heavily on one. This approach creates a more
resilient economy, as shocks to a single sector have
less severe overall impacts. Diversification also
fosters innovation, increases job opportunities
and reduces dependence on volatile commodities
or markets. Together, these strategies enhance the
economy’s ability to withstand crises, as inclusive
growth provides a safety net for vulnerable
populations and diversification guards against
sector-specific vulnerabilities. Both approaches
contribute to long-term stability and lessen the
impact of economic shocks.

e International Cooperation and Policy
Implications
International cooperation and coordinated policy
efforts are crucial in effectively reducing economic
crises. Collaborative actions among countries can
amplify the effectiveness of crisis management
strategies. Coordinated monetary and fiscal

policies can stabilize financial markets and restore
investor confidence. Mutual support during crises,
such as currency swaps and liquidity provisions,
can prevent contagion effects from spreading
across borders. Information sharing and data
transparency enable early detection of economic
vulnerabilities, allowing timely preventative
measures. Harmonizing regulatory standards and
supervisory practices promotes financial stability
and prevents the proliferation of risky practices.
Trade cooperation helps maintain open markets,
preventing protectionism that could exacerbate
crises. Joint investment in critical sectors like
healthcare, technology and infrastructure can
bolster economic resilience. Global institutions
like the IMF play a role in providing financial
assistance and policy advice to countries facing
crises, promoting orderly adjustments.

Conclusion

Economic challenges in underdeveloped and
overpopulated countries pose complex hurdles to
their progress. The intertwining issues of limited
development and high population density create a
cycle of poverty, inequality and instability. Limited
access to education, healthcare and job opportunities
inhibits human capital growth, while overpopulation
strains resources and infrastructure. These challenges
lead to high unemployment, social disparities and
hindered economic growth. Addressing these issues
requires a holistic approach, encompassing improved
governance, infrastructure development, poverty
alleviation and sustainable resource management.
International cooperation, targeted aid and innovative
policies are crucial to steering these countries towards

equitable and sustainable economic growth.
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