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Abstract
There are two theories regarding post-retirement consumption: Many researchers believe that
consumption increases with age. While some argue that an increase in ag (post-retirement) leads to a
sharp and sudden decrease in consumption. Therefore, this study examines the effect of population
structure on life- cycle consumption for two different time. For the country of Iran, the ARDL model
was used in 1960 to 2021, and for a group of selected countries (158 countries), the GMM model was
employed in 2001 to 2021. The results of both models have indicated a negative effect of Real GDP
per capita, and positive impacts of population growth, youth dependency ratio and the elderly
dependency ratio variables on the consumption, share in GDP. Also, the results of the error correction
model for Iran showed that the consumption, share in GDP returns to its long-term balance
approximately after 1.5 periods following any short-term imbalance., The life- cycle hypothesis has
also been confirmed for Iran and the group of selected countries. Regarding the retirement consumption
puzzle, it can be stated that consumption increases with age in Iran and the group of selected countries.
Keywords: Life- Cycle Consumption, GMM Method, ARDL Method, Retirement, Dynamics, Retirement
consumption Puzzle.
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Introduction

Consumption is the most important and stable variable among other components
of the demand side of the economy. Additionally, consumption in the demand
function is one of the least volatile variables and the largest component of total
demand function. Most researchers state that consumption increases after
retirement. In other words, according to the life- cycle, consumption follows an
almost uniform path throughout all life periods, with an almost smooth upward
trend. But some researchers reported a sharp and sudden decrease in consumption
after retirement in many countries, leading to the discussion of retirement
consumption puzzle. Since, the elderly population is increasing both globally and
in Iran, and given the effects this group of population will have on the national
consumption, this research seeks whether consumption increases or decreases
after retirement in the country of Iran and the group of selected countries.
Method and Data

This study examines the effect of population structure on life- cycle consumption
for two different time periods. For the country of Iran, the ARDL model in 1960
to 2021 and for the selected group of countries (158 countries) the GMM model
in 2001 to 2021 using were used.

Findings

In this section, the comparison of the relationships between variables and the

consumption, share in GDP and the interpretation derived from these patterns

have been discussed. the following table summarizes this comparison in:

Table 1: Comparison of relationships between variables and Consumption, share in GDP
ARDL

Variable GMM
short-term long-term

RSGDPpc (-),significant (-),significant (-),significant

Popgrowth (+),non-significant (+),significant (+),significant

YouthDR (+),significant (+),significant (+),significant

Old —ageDR  (+),significant (+),significant (+),significant

Source: Research Findings

The results of both models indicate that Real GDP per capita has had a negative
and significant effect on the Consumption, share in GDP. It is evident that as
income increases, the consumption, share in GDP (APC) will decrease. The
effects of population growth variable are estimated in the short-term for Iran,
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positive and non - significant and in the long term, both for Iran and the group of
158 countries positive and significant. In a society with increasing population
growth, in the consumption in that society also rises, leading to greater domestic
demand, which positively effects the economy. The youth dependency ratio and
the elderly dependency ratio have a positive and significant impact on the
consumption, share in GDP (APC). Because people in these age groups are either
retired or not in the workforce, and have more consumption than income. Also,
the results of the error correction model for the country of Iran showed that the
Consumption, share in GDP returns to its long-term balance approximately after
1.5 periods following any short-term imbalance.

Conclusion and Discussion

There are two theories regarding consumption after retirement., Many researchers
believe that consumption increases with age. While some opponents of this theory
argue that increasing age (after retirement) indicates a sharp and sudden decrease
in consumption. The results of this study showed that the life- cycle hypothesis is
confirmed for the country of Iran and the group of selected countries. Considering
the retirement consumption puzzle, it can be said that consumption increases with
age in Iran and the group of selected countries.
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1. Generalized Method of Moments
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1. Moment Conditions
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Table 1. Introduction of Variables at the Macro Level
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Table 2. Descriptive Statistics of the Variables Used in the Model for Iran in the
Period from 1960 to 2021
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Table 3. Descriptive Statistics of the Variables Used in the Model for 158 Selected Countries
.in the Period from 2001 to 2021
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Table 4. The Effect of Independent Variables on the Consumption, Share in GDP of
Iran in the Short Term
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Table 5. The Effect of Independent Variables on the Consumption, Share in GDP of
Iran in the Long Term
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Table 6: Calculated Results of Adjustment Model
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Table 7: Sargan Test Results for Dynamic Panel Data Method with Generalized
Moments (GMM)
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Table 8: Arellano and Bond Test Results
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Table 9: Results of the GMM method for 158 Selected countries in the Period 2000-2021
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