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Abstract

In this paper, the effect of population aging on economic growth in a closed economy in
which the element of human capital is endogenously formed is simulated. For this purpose
the computable generalized Diamond overlapping generation’s model are used for a
period of 50 years. First, the dynamic effect of aging on macroeconomic variables,
especially economic growth, are simulated in the baseline scenario (current state of the
Iranian economy).Then the dynamic effects of public policies under different scenarios of
human capital and pensions ratios on economic growth for a period of 50 years are
simulated. The results of the model showed that the government's general policies to
increase human capital increase the share of skilled labor (effective labor) and therefore
have a growth effect. At values of public policy tools above the baseline scenario(industrial
status), the effect of productivity on aging prevails and long-term growth increases.In
addition, the results showed that increasing the ratio of pensions to the level of developed
countries encourages demand-based economic growth, but has a level effect and does not
change long-term growth. The results show that increasing aging, if combined with
government policies to promote human capital, can potentially offset the negative impact
of aging on growth.
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