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Abstract

Considering the situation of the age pyramid of Iran's population and the
decreasing situation of the labor force, it is very important to examine the
economic situation of the country and the income situation of households
along with the endogenous analysis of the demographic structure of the
population. In this research, in order to investigate the state of welfare of
Iranian households and analyze the cost of their incomes, a dynamic system
model of the economic and demographic conditions of the country was
designed and compiled, and with the help of it, the state of household
income and government aid, and on the other hand, household expenses and
the balance between the two The sector has been simulated in two scenarios
of zero and 5% economic growth using Ithink software for the years 1395-
1420. According to the simulated results of the household income in terms of
the government's social assistance, in the period under review and for both
scenarios, the household income does not cover the expenses, which means
that an Iranian household in the coming years, whatever it earns under the
title of income He will spend what he does on current expenses and will not
get extra welfare. Of course, the results show that with the realization of the
minimum economic growth of 5.9% in the period under review, the average
growth of incomes will be higher than the expenses, and as a result, the level
of household welfare during all the years of simulation will be higher than
the current level.
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Introduction

Iran is currently facing three major evolving issues that could significantly
challenge the prospects of maintaining the welfare level of its society by
1420. These issues are 1) The changing demographic age structure of Iran's
population, 2) The capacity of the macroeconomics to generate sufficient
employment, and 3) The critical role of the government in Iran's economy.
As the macroeconomic challenges in Iran increase, the government's budget,
and consequently its ability to provide social assistance, becomes more
constrained. Individuals' lifetime incomes must cover these costs to sustain
the welfare level, particularly the desired consumption basket. This research
addresses whether the savings accumulated by individuals during their
working years, along with the social assistance provided by the government,
are sufficient to stabilize the welfare level. Additionally, the study seeks to
determine the necessary level of economic growth to enable Iran's economy
to meet the needs of future generations.

Examining demographic variables and their impact on household income
and welfare is crucial for understanding the broader economic context.
Abrishami et al. (2023) explored the effects of demographic variables such
as household size on the dynamics of net household income from 2001 to
2019. Their findings suggest that higher incomes in previous periods tend to
reduce income variations in subsequent periods. Furthermore, all factors
influencing household income dynamics contribute to increased inequality in
income changes and welfare levels. Mokomane (2023) highlighted the
importance of understanding demographic trends, noting that such trends are
essential for achieving sustainable development goals and their substantial
impact on household welfare, which is the foundational unit of society.

Methodology

The primary objective of this research is to assess the welfare level of
Iranian households and analyze the dynamics of their income and
expenditures. A system dynamics model was developed using the Think
software to achieve this.
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This model integrates the economic and demographic conditions of the
country to simulate household income, government assistance, household
expenditures, and the balance between these components. By employing this
model, we can gain insights into how different variables interact and
influence the overall welfare of households. The system dynamics approach
allows for the simulation of complex interactions over time, providing a
comprehensive view of how demographic and economic changes can impact
household welfare. This methodology is particularly useful for policy
analysis, as it enables the exploration of various scenarios and the
assessment of potential policy interventions.

Results and Discussion

The implications of this study are significant for policymakers and economic
planners in Iran. The findings highlight the urgent need for policies that
foster economic growth and employment generation. Given the constraints
on government budgets and social assistance programs, it is crucial to
develop strategies that enable individuals to accumulate sufficient savings
during their working years. This will require a multifaceted approach that
addresses both macroeconomic and microeconomic factors.

Policies promoting stable and sustained economic growth are essential on
the macroeconomic level. This includes enhancing productivity, encouraging
investment, and improving the business environment. Additionally, targeted
interventions to support key industries and sectors can help drive economic
expansion and create job opportunities.

Policies supporting household savings and financial stability are critical at
the microeconomic level. This could involve initiatives to improve financial
literacy, provide incentives for savings, and develop robust social safety
nets. Ensuring that households have access to financial services and
resources can help them better manage their income and expenditures,
thereby contributing to overall economic stability.

Moreover, understanding the demographic trends and their implications is
vital for effective policy planning. As the population ages and the
demographic structure changes, it will be essential to adopt policies to
address the evolving needs of different age groups. This includes ensuring
adequate healthcare and social services for the elderly and creating
opportunities for younger generations to participate fully in the economy.
The simulation results provide several key insights into the future welfare of
Iranian households. Firstly, the hypothesis is confirmed that continuing the
current trends will result in a shortfall in the resources needed to maintain
the current welfare level by 1420. This indicates that without significant
changes, the existing economic and demographic conditions will not be
sufficient to sustain the desired welfare levels.
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Secondly, the hypothesis that a minimum economic growth rate of 5% is
required to sustain the current welfare level is rejected. The findings suggest
that a higher economic growth rate is necessary. Specifically, with an
economic growth rate of 5.9% by 1420, the average income growth will
surpass expenditure growth, leading to positive household welfare
throughout the simulation period. This scenario indicates that if the economy
grows at this rate, households will not only be able to maintain their current
consumption basket but also have a surplus, thereby improving their overall
welfare.

Additionally, the results highlight the importance of employment generation
in enhancing household welfare. Under the scenario of 5.9% economic
growth, increased employment opportunities would enable households to
earn wages contributing to their income, thereby allowing them to maintain
and potentially exceed their current consumption levels. This underscores
the critical role of job creation in ensuring economic stability and improving
living standards.

In conclusion, the study suggests that to maintain the welfare level for future
generations at least as high as today, a minimum growth rate of 5.5% is
required. However, to achieve an ascending welfare level by 1420, a growth
rate of 5.9% is necessary. These findings provide valuable insights for
policymakers, indicating the need for strategies that promote higher
economic growth and job creation to ensure the sustained welfare of Iranian
households.
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