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The majority of the population control projects in Pakistan have
failed for several reasons. The incentives in the National Finance
Commission (NFC) Awards, is a major contributor for it. The NFC
awards serve as a mechanism for allocating or distributing federal
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resources among provinces. With 82% weight in the 7th NFC
awards, Pakistan's resource distribution is primarily based on its
population. with such massive weightage, provinces apparently
want more population to increase its share in national resources.
Ostensibly, Pakistan divides its political and economic power
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according to its provincial population. This has negative
implications for Pakistan’s deteriorating financial and human
development. This study examines the relationship between
population growth and the NFC Awards. It argues that the current
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resource distribution mechanism encourages provinces to increase
their population, leading to disparities and poverty among them.
This research paper discusses how NFC contributes to population
growth and creates political-economic gaps among provinces. The
study recommends that Pakistan should restructure the resource
distribution formula by prioritizing population control rather than
giving incentives that increase it. A mixed-method approach was
used for this study. This study also recommends that the population
weightage should be reduced giving more weightage to other
indicators such as poverty and backwardness, also introducing
other indicators such as education and development requirement.

Introduction

The increasing population is an issue that concerns the entire world. It results in major
socioeconomic backwardness in a country. The world's limited resources are starting to face a
threat from the growing population. It is a challenge for a government to manage its resources and
population accordingly. Notably, the population growth is higher in developing countries than in
developed countries. States with limited resources prioritize population control initiatives and
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resource management. Admittedly, the developed world has implemented its population control
policies more accurately, thereby successfully controlling its population. However, developing
countries like Pakistan have flawed policies and implementation mechanisms; therefore, there is a
rise in population rather than control.

Pakistan's population is growing at a tremendous speed. Today, Pakistan is one of the world's
largest countries for population growth, standing as the fifth most populous country.' Currently,
Pakistan has a population of 241,495,112 and 2.55 annual growth rate according to the final results
of the 2023 Census," a 1.96% increase from 2023."" This population spike is seriously affecting
the social and economic well-being of the public. Despite United Nations Population Fund
(UNFPA) advocacy, an overall 82% in family planning expenditure has been seen since 2018,
reaching a total of 39.5 Billion PKR," yet the population control goal is a dream. The government
took several steps and initiatives to control the population. However, the efforts were very limited.
Regardless of having one of the oldest family planning programs in the region, the population
increase is at a tremendous speed.

A series of family control programs were formulated. The ‘First Family Planning Program’ started
in the 1960s, during the Ayyub Khan era,” was the first formal attempt to control the population.
Later seven more such programs were introduced. However, all these programs had limited to
minimal progress. Consequently, Pakistan’s population increased rather than control. This study
suggests that one of the major reasons for this is the resource distribution mechanism in Pakistan,
known as the National Finance Commission Awards (NFC awards).

The NFC award is the financial formula of economic distribution between provinces and the
federal government. The NFC series were initiated to regulate and control the financial imbalances
between the provinces and the federal. It also aimed to equally manage the financial resources of
four provinces to meet their expenditure liabilities. The resource distribution mechanism under the
NFC award is constituted under Article 160 of Pakistan’s constitution.” A total of 7 awards took
place. The most recent one followed is the 7" NFC award.

After a series of economic programs since 1951, the 7th NFC Award was signed on 30" December
2009."" It is the mathematical formulation through which revenue is divided between the federal
government and provinces. The formula for provincial resource allocation is based on: Provincial
population, poverty, GDP growth, and revenue collection."" The recent NFC formula is based on:
a population weightage of 82%. The rest of the 18% is divided among backwardness calculated as
poverty incidence given a weightage of 10.3%, inverse population density of 2.7%, and tax
revenue/generation of 5%."” The Award also includes other outstanding issues such as the
distribution of hydroelectricity profits and Gas Development Surcharge (GDS).

The population is given massive weightage in the resource distribution criteria. The study suggests
that the NFC awards incentivize population growth in Pakistan. Provinces rather wants to have
more population to get more resources from the federal than to have small population and receive
limited resources. This study analyzes that after each NFC award, the population has increased
significantly. This study also recommends that the population criteria in the NFC awards should be
reduced, adding more indicators to the formula. Notably, there is an urgent need to control the
increasing population of Pakistan. The increasing population stresses the socio-economic
development of Pakistan.
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Figure 1: 7th NFC Award formula

Currently, Pakistan’s economy is struggling. The rapid increasing population is one of the key
drivers of the socio-economic backwardness of the country. This has massive implications for the
development of the country. With the tremendous population growth, Pakistan faces immense
pressure on its resources. As a result, provinces want to acquire as many resources as possible. The
NFC distribution mechanism also results in unequal distribution between the provinces, causing a
inequality and rift among them.” Thereby, provinces want to increase their population to get more
resources.

This study aims to critically evaluate the NFC Award, 7" in particular, and the distribution
mechanism in general. It criticizes the formula for resource distribution between provinces through
the NFC Award. The study suggests that the distribution incentivizes population growth because
of its population weightage. The indicators of resource distribution fall short of capturing the full
essence of equity among provinces,* thereby provinces focus on population growth rather than
control - to gain more resources from federal. This paper aims to initiate a constitutionally
acceptable debate on the NFC Award. The discussion must intend to establish new benchmarks to
determine the resource allocation for federal-provincial shares and each province. This study
grapples with redefining the objectives of the NFC and its resource distribution mechanism
through population in particular.

Literature Review

Prior to the 7" NFC Award, population was the sole criterion for resource distribution mechanism.
After the grievances shown by the provinces, the 7th NFC Award slightly shifted the resource
distribution criteria. It introduced ‘Multiple Indicator Criteria’ (MIC), under which certain
elements were seen as making the distribution equitable and progressive. Usman Mustafa believes
that the “NFC Award is a step forward for fiscal federalism because it will result in equity,
accountability, cost-effectiveness, and opportunities for empowering and serving the poorest
people”." However, it is the opposite of reality.

The 7th NFC has increased inequality among provinces, resulting in rising poverty and population.
There should be a systematic method of distributing these resources rather than a population-
dominated mechanism. He also argues that “the criteria used for financial distribution vary from
region to region and country to country; it is not fixed and also varies over time. Population
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remains one of the major indicators for distribution” "' However, he ignores that all the countries
have a very low proportion of the population while in Pakistan, the proportion is too high.
Population is not considered as a good indicator, thereby a larger proportion is only used by a
handful of countries.

The 28th edition of the “World Population Prospects’ (WPP), published by the UN Department of
Economic and Social Affairs (DESA), provides the latest demographic data. The report lists
several reasons for a massive increase in population."¥ However, the report fails to emphasize the
unintentional promotion of population growth by NFC's incentives. The report highlights that there
will be an increased demand for resources as the population grows in South Asia. However, in
Pakistan, the resource distribution mechanism is dominated by an increased population. The major
cause of population growth is the resource distribution mechanism. Consequently, provinces
support more populations to gain more revenue from the federal government.

Sajid Amin Javed and Vagar Ahmed believe that “the formula offered in the 7th NFC Award was
predominantly needs-based, and whatsoever equity indicators it has, by its very structure, fall short
of capturing the full essence of equity”. However, they fail to identify that to get equity or more
resources, provinces try to increase their population, resulting in population growth. They also
believe that “even after this formula is applied, the distribution will remain needs-based as the
weight assigned to the population of each province shall continue to dominate the resource
distribution mechanism”.”" As it dominates the distribution mechanism, provinces wish to have an
increased population in order to get more resources.

Muhammad Hassan comments that “the NFC Award changed not only the vertical distribution of
resources in favor of the provinces, but it also restructured the horizontal distribution where sole
population criteria of the population were replaced by multiple criteria”. "' However, he fails to
examine that the population still has massive weightage, which has its negative implications, such
as contributing to population growth. Weightage has its negative implications such as contributing
to population growth

Population growth in Pakistan

Population growth is a daunting challenge for Pakistan. With an estimated population exceeding
240 million, Pakistan has one of the highest population growth rates in South Asia. As of 2024,
Pakistan has the fifth largest population globally, fourth largest in Asia and second largest among
the Muslim countries™"". The population of Pakistan is growing at a rate of around 1.96% per year
in 20241t is a critical issue with widespread implications for Pakistan’s resources, economy,
and social stability. “Multiple resources have been exhausted and Pakistan still adds four million
people to its population each year”.” The rising population threatens the socio-economic well-
being of the country. It also stresses the limited resources available for the population to tussle for.
Though lower than in the past, population growth is immensely pressurizing the country’s
development progress.

“Presently, 41% of the total population in Pakistan is under the age of 15 years. A large number of
young people are about to enter their reproductive years, virtually guaranteeing continued rapid
population growth for the foreseeable future”.™ Pakistan's population growth is the highest in the
region. “Its population growth rate of 2.40 percent is the highest in South Asia and stands in sharp
contrast to the 1.0-1.5 percent growth rate of South Asian countries”. ™" Shockingly, the
population has increased by more than six-fold since the census held in 1951.°"" A calculated
study by United Nation Development Programme (UNDP), “Population Growth: Implications for
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Human Development”, suggests that “A new person is added in Pakistan every 8 seconds and at
the going rate, the total population is projected to exceed 350 million people by 2070,

Certainly, high fertility rates and low use of family planning policies are the main drivers of
population growth. With a lack of effective policies, the population will skyrocket. However, the
resource distribution mechanism also incentivizes the population growth. “Pakistan's population is
currently estimated at 240.5 million and is projected to reach 403 million by 2050”." The report
predicts that Pakistan will surpass the United States, Indonesia, Brazil, and Russia, becoming the
world's third-largest country behind India and China. The report further illustrates that Pakistan
will be among the eight countries, contributing to half of the projected global population growth
by 2050.

With such a high population growth rate, Pakistan expects to experience a massive decline in the
per capita availability of resources.”™' If we analyze the figures below, we realize that within 30
years (1950-1990) the population of the 0-4 age group got more than double. There is a hike of
approximately 10 million to around 20 million. With the sample analysis of such a small group,
one can only assume that the entire population has grown.

XXVii

Table 1: Population by age group, selected years.

Age 1950 1990 2020 2023 2030 2050
0-14 15,262 50,478 84,682 86,921 90,967 100,995
15-64 20,369 60,950 133,032 143,111 169,546 243,127
60+ 2,906 6,213 15,013 16,479 20,327 36,572
65+ 2,065 3,987 9,484 10,453 13,517 23,687
80+ 368 456 1,161 1,282 1,653 3,430

Total 37,696 115,414 227,197 240,486 274,030 367,808

The growing population intensifies the strain on these resources. Many initiatives were taken to
control the population but were not progressive, raising the question of ‘what went wrong and
why?’. prior to the 18" amendment, the federal regulated the population control policies.
However, after the 18" Amendment, the issue took a new turn. Now the federally controlled
Population Welfare Programs are transferred to the provinces. It is now provincial governments
who hold the responsibility to devise the population policy. Along with the 18™ amendment come
the NFC awards, according to which the revenue is distributed on the population criteria™"".
Provinces would now want more population than regulating population control programs.

Socio-economic implication of population growth

Population spike carries substantial socio-economic implications. Population possesses these
challenges: affecting economic development™™, poverty levels, education™”, healthcare™™,
employment™ "', and environmental sustainability*"'***"  One of the most serious socio-
economic impacts of population hikes is on economic growth. ™ In Pakistan’s case,
population growth has outpaced economic expansion. The government is struggling to create
enough jobs for its massive population. Resultantly, the country faces high unemployment and
underemployment rates, particularly among the youth.”™"' Furthermore, it places immense
pressure on Pakistan’s infrastructure and public services. It is escalating, yet the country’s
infrastructure remains underdeveloped and overburdened. Resultantly, there is the rising
disparity between the growing population and insufficient infrastructure not only hampers
economic efficiency but also reduces the quality of living standards.
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Population growth in Pakistan is also linked to rising poverty, resulting in growing socio-
economic inequality. The poverty rate is high in rural areas, as the population is more in these
regions. Also, access to education™"", healthcare™"", and employment opportunities™" is
limited which further accelerates poverty®. Additionally, there is a strain on resources due to
population growth. It often leads to unequal distribution of wealth. Consequently, inequality
has long-term implications for social cohesion and national stability.

Similarly, healthcare services are under considerable strain®". Pakistan’s public health system

IS not equipped to meet these needs. Resulting, in high maternal and infant mortality rates, as
well as the prevalence of communicable diseases. These are indicative of a healthcare system
struggling to cope with the demands of a rapidly growing population.

The environmental impact of population growth is also a significant issue, as Pakistan faces
numerous environmental challenges. These challenges include deforestation, water scarcity,
pollution, and land degradation. The consumption of natural resources increases with
population, leading to unsustainable practices in agriculture, water usage, and waste
management. “Such a high level of population growth is unsustainable and has already eaten
into the modest gains made in terms of socioeconomic development. The growing population
has direct negative implications for adverse climate change, environment degradation,

deforestation and the decline in water availability”.xIii

Significantly, the socio-economic impacts of population growth in Pakistan are complex
multifaceted web. Addressing these challenges requires comprehensive policy interventions
focused on sustainable economic development, education, healthcare, poverty reduction, and
environmental conservation. Without these measures, the socio-economic divide in Pakistan
will likely widen, and the country may struggle to harness the potential of its growing
population. A study by the Population Council predicts, “If current trends continue, the
pressure on resources such as water, food, and energy will become unsustainable”™". This
emphasizes the urgent need for a comprehensive approach to population management that
includes family planning, education reforms *™ | and sustainable development " V'
Unfortunately, in Pakistan, NFC incentivizes population growth.

Population control programs and policies

Over the decades, Pakistan has implemented various population control policies and programs.
These programs aimed to stabilize the population growth rate. several initiatives have evolved
through different phases, mainly focusing on family planning, education, and health
services™". One of the most significant achievements of Pakistan's population control
programs is the reduction of the total fertility rate (TFR). From a high of around 6.2 children
per woman in the early 1990s, the TFR dropped to approximately 3.6 by 2024 " Regardless
of having one of the oldest family planning programs, Pakistan has disconnection between
population policies and its outcome. Further, the NFC Awards has caused the limited progress.
Pakistan started family planning as early as the 1950s.

The first family planning program was launched independently in 1953 through an NGO, the

Family Planning Association of Pakistan, and focused on advocating and facilitating small

family norms.™ The second was established in the 1960s by Ayub Khan. It was the first

formal attempt by the government to control population.' Later in 1972 Ministry of Population

Welfare was created which launched the ‘population welfare program’. It focused on the

distribution of contraceptive pills. In the 1980s General Zia u!_ Hag, aimed at reducing
s 1l

population thereby, introducing the ‘National population policy’.” However, the policy had
very limited success. After consistently limited to minimal success, the help of ‘Lady Heath
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Workers’ (LHWSs) was integrated into the family planning programs for community outreach
in 1994. Notably, it had very moderate success.

After a gap of several years, ‘National Population Policy’ was introduced in 2002." It reduced
the sustainable population growth. In 2005, the ‘Population and Development Policy’
reaffirmed the previous goals of population growth. ‘Vision 2025’ was given in 2014. It was a
comprehensive program that involved both provinces and federal to collaborate to sort out the
population growth. similarly, the ‘Council of Common Interest Population Plan’ in 2018, was
also an attempt to reduce population growth. This program was relatively more successful than
the rest of the population control programs.

NFC Award: history and evaluation

Pakistan has come a long for way for NFC formulation. After the formation of Pakistan, the
Niemeyer Award (under the 1935 Act) was followed by tax till March 30, 1952. In 1955, a one-
unit system started dividing Pakistan into units: West Pakistan and East Pakistan. Two awards
were announced in 1961 and 1964, distributing resources only amongst these two units. The first
award was presented by Mr. Zulfigar Ali Bhutto in 1974. The criteria were solely population.
Resources were vertically distributed at a fixed ratio of 20:80 among federal and provincial
governments.™

Since 1973, after the consensus on the Constitution, there have been three NFC awards enforced in
1974, 1991, and 1997. However, the three formulas in 1979, 1984, and 2000 could not be
implemented or even agreed upon since they failed to reach a consensus at the national level.™
After almost 16 years of break, the fourth NFC Award with some positive recommendations, was
introduced in April 1991. It gave more extending more financial autonomy to the provinces, by
slightly increasing the provincial share. The 7" NFC award was introduced in 2009.

Constitutionally, the NFC program is to be held every five years and produce an award. However,
the program produced a political realignment and the constitutional stipulation regarded a
unanimous political concession between four provinces. Therefore, the program has fewer
conclusive results". Resultantly, only seven awards have been enacted since its emergence in
1951. Constituted under Article 160 (1) of the 1973 constitution, NFC has evolved over a long
period and after several discussion sessions.

Initially, the first 6 awards were a failure. Provinces such as Balochistan, Khyber Pakhtunkhwa
(KPK) and Sindh, opposed the distribution formula''. Prior to the 7" NFC award, population was
the sole criteria. The resources were divided on the basis of population. The population dominated
formula was opposed by provinces as Balochistan demanded ‘area’ to be considered as an
indicator in the MIC. It also demanded compensation for its natural resources. Sindh demanded
Revenue generation to be included in the formula and KPK preferred Poverty and backwardness to
be an indicator. While Punjab opposed the inclusion of multiple criteria.

After a series of debates, the 7" NFC Award was accepted. It gave value to the long-standing
demands of the three provinces (Balochistan, Sindhi, and KPK) for the introduction of MIC
(inclusion of their preferred elements), and reduction of population share. Under the new
distribution design, each province is to get more revenue from the federal government than the
previous distribution design.

Resource distribution through the NFC Award

The NFC Awards play a crucial role in financial resource distribution among the federal and the
federating units, in Pakistan The provisional governments and federal competes to get a higher
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share of the revenues through the NFC awards to stabilize their financial status. The NFC is
responsible for devising a formula to distribute resources. This division aimed to ensure the fair
division of the resources to achieve balanced allocation. However, Pakistan's fiscal federalism is a
challenge to ensure equality among provinces. The division must prioritize equitable economic
development in this politically complex country.

Historically, NFC resource distribution formally was unilaterally based on the population
indicator. Over the years, Balochistan and KPK have opposed the idea of the population being the
sole distribution criterion. This led to discontent among the provinces."" The smaller populated
provinces, argued for a broader approach with the addition of other factors such as poverty,
geography disparities, and revenue generation. Consequently, the 7" NFC Awards presented a
formula with multiple indicators. The population indicator was reduced from 100% to 82%. The
federal shares the financial resources among provinces, which then share it with the local
administration within their jurisdictions.

The 7" NFC award marked a significant shift in Pakistan's financial landscape. Since the first NFC
award, the provinces argued upon the distribution formula. The acceptance of the 7" Awards was a
symbol of collaboration and greater unity among provinces. For the first time, resource
distribution criteria expanded beyond the population. The multiple indicator formula now consists
of 4 indicators: population (82%), poverty and backwardness (10%), revenue generation (5%) and
inverse population density (3%). This formula addressed the longstanding grievances of
Balochistan and KPK. Consequently, the share of the provinces increased from 47.5% to 56%,
with this formula,""

Truly, the 7" NFC Award increased the province's share but reduced the share of the federal. This
shortage in federal revenue results in reduced spending on national services, such as debt servicing
and defense. Prior to the 7" NFC Award, provinces used to ask for a greater share, but now the
federal demands a greater share or provinces giving a share in the national services. This has faced
backlash from the provinces. As provinces get more autonomy, they require a larger share
essential for their development.

The 8" NFC Award was to be continued in the footsteps of the 7" NFC Awards, however, the
formulization was delayed because of the fragile economic conditions and political disagreements.
The main issue remains as the federal demands a greater share. Provinces view it as a step towards
centralization. On the other hand, the rising debt crisis in the country intensified the debate as both
provinces and federal struggled to balance their budget. Provinces are more concerned about
increased autonomy as well as increasing their fiscal share. Balochistan and KPK still emphasize
that the population should further be reduced, giving poverty and backwardness more weightage.

The NFC Awards have significant implications for Pakistan as it shapes the economic and political
landscape of Pakistan. Politicians believe that it is a well-formulated design that promotes national
development and decentralization, which is very effective for the political landscape of Pakistan. It
ensures social equality and promotes federalism. However, it is debated that through NFC
Balochistan and KPK still gets a smaller share in contrast to the development needed in the
provinces. Thereby, they demand the broadening of the formula criteria.

In sum, the NFC formula remains very crucial and debated. Though population weightage is
reduced still has a huge portion. This study suggests that the province gets a higher share with an
increased population. Consequently, provinces are focused on increasing their population to
increase their share in the resource distribution. If the provincial governments are focused on
increasing the population, then there can be no effective population control mechanism or policies.
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Analysis of the 7th NFC Award

The 7" Award is believed to be a landmark. It broke the deadlock that had constrained the NFC.
The deadlock ended with two major changes; a reduction in the share of the federal government by
10%, and the introduction of MIC. Now, the formula consisted of multiple factors: Population,
Inverse population and density, Revenue and tax generation, and Poverty and backwardness.
Notably, population still carries the largest weight - 82%.

In the new Award, Punjab has given up 1.27 percent, while other provinces received additional
share: Sindh 0.39 percent, and Khyber Pakhtunkhwa 0.26 percent and Balochistan 1.82 percent.
Federation sacrificed more than 10 percent of its share to provinces."™ Balochistan is believed to be
the greatest beneficiary of the 7" NFC Award, with such massive gain. Regardless, the 7" NFC
Award facilitated the concerns of all the provinces opgosing the first 6 awards. Following are the
shares received by the provinces before and after the 7" NFC Award:

Provincial share of the resources

70

50
40

60 57.36
30 23.71 24.55

51.74
13.82 14.62
9.09
. =
KPK

Punjab Sindh

20

1

o

Balochistan

B before 7th NFC B The 7th NFC

Figure 2: share of provinces before and after the 7" NFC Award

Certainly, one can observe that the weight of other elements of the MIC does not support rigorous
exercise and the population percentage is still too large. Except for Balochistan, other provinces
have very minimal changes in its share, as population still dominates the formula. It fundamentally
remains needs-based. One ignored perspective of the population share is that if we add the inverse
population density, the population will have an 87% share. NFC should have been a tool to create
economic efficiency and to seed development priorities equally across the country, rather it
incentivizes population growth. population is growing at a high pace because of the incentives
provinces get through NFC.

The effect of population growth incentives on provincial inequality

Pakistan is at a crossroads, and not for reasons one might think. This study explains how the NFC

awards not only incentivize population growth but also increase provincial inequality. The

provinces do not stop population growth as they want more resources through population-
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dominated NFC resource distribution. Therefore, all the initiatives taken in this accordance are not
progressive.

A major problem with the population-derived criteria is that the provinces may question the
credibility of the population census. This debate took flight during the latest 2023 census, which is
believed to be showing exaggerated figures as provinces wants to receive more funds. The findings
of the census are questionable. The greater population they have, the more funds they receive.
Thereby, provinces are uninterested in controlling population.

Resultantly, the census provided by the government does not have any assurance of accuracy. The
2023 census had a heated debate in this regard, as it is believed that provinces exaggerate their
figures to gain more funds or they are very non-serious related to population control programs.

Provinces may overstate their population figures to maximize their share of NFC resources. This
misreporting or exaggeration creates a situation where the actual population data does not reflect
the true dynamics on the ground. In addition, such overemphasis on population is not only
inefficient but also detrimental to the development of a sustainable economic policy. Governments
may prioritize larger populations over sustainable development therefore neglects population
control efforts. provinces such as Punjab and Sindh, with already large populations, have strong
incentives to maintain or increase their population figures, while Balochistan and KPK, which
have smaller populations, are incentivized to grow theirs in order to secure more federal funds.

On the other hand, provincial autonomy does not guarantee that funds received by the provincial
government will provide a minimum level of public service, especially regarding essential needs
like healthcare and education. Viewing the demographic structure of the provincial population, it is
clear that there is a need to spend more on education in KP and Balochistan.™' Likewise, there is a
need to spend on healthcare is greater in Sindh and Punjab.™" Pakistan is a federation, therefore in
fiscal federalism responsibilities should be assigned to equity and equality principles for the
betterment of all the provinces, so they can develop equally.

The population-dominated formula results in inequality among the provinces. Other elements of
MIC have such a low proportion that it hardly makes a difference. The backward provinces fall
behind in development because they get less funds based on their population. resultantly, the
backwardness and poverty in such provinces continue. Though poverty itself is an element in the
formula, with such a low proportion it hardly makes a difference in increasing funds. The NFC
formula is simple: the larger the population of a province the higher its share. The most populated
province, Punjab, continues to enjoy a resource share ranging between 57.88% and 60.27% during
1974-2006. On the other hand, Balochistan, the most deprived province, received the smallest
share of resources at a minimum of 3.8% and a maximum of 5.30%."

As it was mentioned earlier that the first NFC award took population as the sole criterion for the
distribution of revenue among provinces and as Balochistan is least populated, it had the least
share of total revenues which was 2% to 3% of total revenues. Balochistan has a highly scattered
population into far-flung areas. The people remained illiterate, unemployed and deprived of basic
needs and decent living environment which has resulted in unrest in Balochistan.

Theoretical Framework- Economic and political Incentives of population growth

This paper will utilize Incentive Theory (Public Choice Theory) which posits that individual and
political parties responds to incentives embedded within the system. According to the incentive
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theory of motivation, which is a behavioral theory, people are driven by rewards or penalties from
outside sources. This theory is predicated on the notion that people will either avoid actions that
have negative consequences or act in ways that have positive ones.™"

Pakistan is concerned about population growth. It causes a nation to become significantly
socioeconomically backward and its finite resources are in danger due to the population growth. A
government is finding it difficult to appropriately manage its people and resources. Concurrent
chained reinforcement schedules are taken into consideration by extending incentive theory. The
primary and secondary effects of reinforces contribute additively to the basic model, which guides
the behavior that reinforcement activates.™ The activation interacts multiplicatively with the
directive effects and is proportional to the rate of reinforcement.

Pakistan's population has increased by 33 million in the last six years, reaching an astounding 241
million people, up from 208 million in the 2017 census.™ Pakistan's population has grown at the
fastest rate in the region, 2.4% per year, since 1998, when there were fewer than 131 million
people.™ The National Finance Commission Award is a national political narrative that focuses
on efforts to curb the population explosion. The NFC formula states that the provinces receive the
majority of the federation's funds based on population, which is given 82% weight. Income
generation and collection (5.0%), poverty and backwardness (10.3%), and inverse population
density (2.7%) are additional indicators in the distribution formula. As a result, the national
political narrative is to "grow the population and obtain an 82% share in the national coffers."
Controlling population growth has been overshadowed by this narrative.

Population served as the only criterion for the resource distribution mechanism prior to the 7th
NFC Award. The 7th NFC Award slightly changed the resource distribution criteria in response to
the provinces' complaints.

Population is the sole distribution criteria, adopted in first six NFC awards from the divisible pool.
This has raised friction among the provinces, necessitating inclusion of other potential variables
evolved from international best practices. In addition to that, absence of technical experts and
permanency of the NFC is another impediment. The NFC is supposed to provide the framework
for amicable distribution of resources between the federal and the provincial governments for the
joint goal of development and prosperity.

Methodology of the study

This research uses a Mixed-Method approach. Both primary and secondary data is collected and it
analyzes the effects of NFC on the population. Data has been collected from the Pakistan census,
Pakistan Bureau of Statistics (PBS), NFC awards documents, Webinar Reports, seminars reports,
and meetings held regarding NFC awards. The data was Collected from Population Growth
Trends, Socioeconomic Indicators, and other published research journals. The researcher also
consulted official documents and conducted semi-structured interviews with experts:

Table 2

S.No Name Designation

1. Brig. Agha Ahmed Gul (Retd) Chief Executive Officer, BTTN Quetta
2. Mr. Mahfooz Ali Khan Ex. Finance secretary

3. Dr. Saadat Baloch Pro-VC University of Makran

4. Dr. Manzoor Baloch Pro-VC University of Gwadar
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Finding and Analyzing

The findings of this study suggest that NFC Awards has given massive weightage to the
population indicator. Resultantly, provinces are unserious about population control. Consequently,
the population in Pakistan is increasing as more population indicates more resources. The research
shows that the population increased with each NFC Award. It also suggests that provinces have
overstated the population figures to secure a larger fund from the federal. This approach can
inadvertently encourage population growth as governments may prioritize larger populations over
sustainable development. A larger population gets larger funds; therefore, provinces want to
increase their population to get a larger share.™'" They neglect investments in family planning.

Similarly, Population share is not considered a good indicator of fiscal distribution and is used
only in a handful of countries.” Even the countries that use population share as the criterion for
revenue distribution typically record a rather low weightage. Nigeria is an exception as its transfer
is 100% based on population. Pakistan too follows in the footsteps of Nigeria, with 82% weight, a
huge percentage is dedicated to the population. if population was to be a good indicator, it would
have been followed by developed states. However, population is not a good indicator for resource
distribution as it incentivizes population growth.

Allocations based on a population-dominated formula often lead to economic disparities. ™
Provinces with larger populations receive more funds, enabling better service and infrastructure.
Meanwhile, smaller, less developed provinces, such as Balochistan and Khyber Pakhtunkhwa,
receive lesser funds and, therefore face underfunding. Additionally, disparities in resource
distribution exacerbate regional inequalities as economically disadvantaged provinces struggle to
finance infrastructure, health, and education. This uneven resource distribution hinders balanced
economic growth, perpetuating poverty and social issues in the underfunded provinces, further
widening the gap."*

A debate on revising the NFC formula is essential to ensure equitable resource distribution. The
current population-heavy criterion neglects poverty, backwardness, and infrastructure needs,
deepening provincial disparities. Introducing broader metrics like development gaps and resource
utilization or even population control can promote fairness and also help in sustainable
development by controlling the population. NFC must foster balanced growth and reduce socio-
economic inequalities among provinces

Recommendations

This study believes that the next NFC award should not only promote efficient provincial
expenditure but also incentivize population control through the following means:

e Adjusting the weights of existing indicators,

e Changing the composition of existing indicators is necessary.

e Including new indicators.

This study suggests reducing the population indicator to 20-40%. Alternatively, the study suggests
that the population weightage should remain at 82%. However, it should be divided into subparts
such as population growth and population control. The NFC Award should incentivize population
control too so that provinces get a share for controlling the population. This will keep a check on
the provinces to control the population.
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Moreover, Pakistan has programs and policies regarding population control. These policies have
very limited to moderate success. There is no major change or success of these programs and
policies. These policies lacks ‘cost-and-benefit analysis’ for the individuals. Governments should
give incentives to discourage the social behavior of an increased number of children. There should
be positive reinforcement for fewer births and punishments for more births, a negative
reinforcement. Governments follow the ‘downstream approach’, focusing on the individuals.
Instead, they should focus on the environment to discourage population growth in the ‘upstream
approach’. It would promote an environment that discourages population growth. resultantly, the
birth rate will decline.

In addition, environmental challenges should also be a factor. The country is climate vulnerable
and faces massive climate damage. The environment degradation is creating serious problems in
the countries and affecting large amounts of losses to the economy. There is no measure and
consideration related to environment degradation to halting and reversing the serious issue.”"
Environmental factors should also be considered as a major factor in the resource distribution
formula.

Lastly, development and poverty should be given more weight in the NFC Awards. New
indicators, such as area in absolute terms, not population, should be added. Additionally,
infrastructure deficiency and development incentives could be indicators to promote development
in the province and end disparities. Another could be population control efforts. Population control
indicators would incentivize population control rather than increase.

Conclusion

The NFC Award is an outstanding initiative towards federalism and consolidating the fiscal
positions of the federating units. It increased the share of the provinces. However, it is largely
lopsided, where an unreasonable and disproportionate weight is given to the population. It fails to
understand the full essence of the equality and equity. The 7th NFC Award, on the one hand,
created a much-desired fiscal space for the provinces; however, it failed to redress the provincial
disparities, given its skewed concentration on population as a major indicator. The massive weight
given to the population incentivizes the population growth in Pakistan. Provinces want to increase
their population to get a greater share of the resource pool.

The study concludes that the NFC award formula is one of the major contributors to the population
growth in Pakistan. It is recommended that to reduce population, NFC Awards should incentivize
population control by reducing the share of the population and also add population control as an
indicator to the distribution formula. Any attempts made to adjust the weights of existing
indicators or the inclusion of new indicators in the NFC formula are bound to reduce the
population’s weight since other indicators have a much lower contribution in the distribution
formula than the population does.
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