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Abstract

Introduction: The decline in fertility rates and the increase in life expectancy have led
to a dramatic change in the demographic structure of many countries and entail long-term
economic implications for them. Population aging has adverse effects on countries’
economies, particularly on their social security system and welfare structure.

Method: Considering the importance of the phenomenon of population aging and the
increased longevity in recent decades, the present study addresses the welfare
implications of population aging in Iran during a span of 150 years through the
Overlapping Generations (OLG) model and using the GAMS software.

Findings: Examining the effect of reduced population growth or population aging on
economic welfare, labor supply, capital assets and government expenditure during a span
of 150 years suggested a decline in economic welfare in the early years; however, the rate
of decline slowed down toward the end of the period. The same finding applies to the
labor supply; however, compared to the other variables examined, population aging had
the greatest impact on capital assets.

Conclusion: Population aging can cause a drastic transition in consumption and saving
behaviors. Labor markets can also experience similar transitions in their labor supply,
with implications for labor productivity as well. The combination of these changes can
affect economic growth and subsequently the population’s welfare. According to the
results of the study, supporting the workforce and benefiting from the immigrant
population in the labor market can play a major role in reducing the adverse
consequences of the phenomenon of population aging.
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