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Abstract

Consumption is one of the components of aggregate demand and one of the main elements
determining the level of GDP. Consumption plays an important role in macroeconomics, and is the
largest part of GDP; also, it has a secondary effect on people’s savings and future investment.
Therefore, examining the factor’s affecting consumption is important. In this study, the effect of
macroeconomic instability on the consumption flow dimension of economic welfare in Iran during
the period 1977-2023 has been investigated. To this end, the study’s model was estimated in four
specifications, based on four indicators of macroeconomic instability (ARCH-GARCH, Gelzakas,
Hodrick-Prescott, and standard deviation), using the autoregressive distributed lag (ARDL)
approach. Descriptive statistics indicate that the average per capita consumption flow in the Iranian
economy is 2.67 billion rials, with the highest value observed during the Fifth Development Plan.
The trend shows an overall increase accompanied by fluctuations.. The highest average among the
instability indices was observed for the Golisakos index, at 42.6 percent. The long-term results in
four estimates of the research model indicate that macroeconomic instability has an adverse effect
on consumption flows. The level of the flow of consumption dimension of economic welfare shows
a significant decrease during the years 1977-1989 and the post-JCPOA period (2017-2023). Also,
production and government size have a positive (desirable) effect, and the unemployment rate has
a negative (undesirable) effect on the flow of consumption. These findings can informe in
policymaking to reduce volatility and improve economic transparency in Iran.
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