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Demographic transition is known as one of the main factors affecting economic
growth. But this effect may depend on natural resource rent s in resource-rich
countries. In other word s, resource rent s may shape the impact of the
demographic transition on national income. This paper examines d the
interaction effect of oil revenue on demographic transition and GDP per capita
of Iran during 1978 - 2017. The results suggest that the capacity of the economy
to productively absorb the entry of young people into the labor market is limited
by higher oil revenue. Given the significant increase in the share of the working-
age population in the last decade and also decreasing of Iran's oil revenue s in
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ever.
Extended Abstract the populations in many developing
. countries opens up new opportunities and
1. Introduction challenges for their economic

Demographic transition is typically the

T . _ development. While some regions, like
result of a reduction in child mortality

East Asia, appear to have benefitted

followed 13y a declin:e in fer‘Fility rates. greatly from this demographic change,
When the "baby boom” generation reaches other regions, like the Middle East and

working age (15-64 years), the share of the North Africa, have not. Given the
working age population goes up, and
hence dependency rates go down. The
significant change in the age structure of

significant increase in the number and
share of Iran's youth population during the
last decade, it is crucial to investigate the
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reason for the lack of effective use of this
capacity for economic growth and
prosperity in Iran. One of the hypotheses
that can explain this situation is the
deterrent role of oil revenues in realizing
the positive effect of population transition
in the Iranian economy.

2. Objective

We study the mechanism through which
the demographic transition feeds
economic development, focusing on the
role of resource rents in this process. In
our theoretical model we show that a
larger working age population has the

potential of stimulating economic
development, but also that resource rents
may dampen this income stimulus,

potentially even reversing it. In other
words, resource rents may shape the
impact of demographic transition on
national income. Natural resource rents
reduce the capacity of the economy to
absorb rising numbers of the young
workforce. Resource rents play a crucial
role in shaping the economy’s ability to
accommodate a large influx of young
people as a new workforce.

The high share of the working-age
population in the last two decades is a
historical phenomenon for the Iranian
economy and a major
accelerating economic growth. But a look
at Iran's per capita income over the past
two decades shows that Iran's economy
has not benefited from the demographic
transition in favor of economic growth.

source for

The purpose of this study is to show
that the gift of increasing the active

population as a factor of economic growth
by being next to oil rental revenues can
become a deterrent and reduce the
growth of Iran's per capita income.

3. Data/ Methodology

This paper examines the interaction effect
of oil revenue on demographic transition
and GDP per capita of Iran during 1978 -
2017 using the ARDL approach. The results
suggest that the capacity of the economy
to productively absorb the entry of young
people in to the labor market is limited by
higher oil revenue.

4. Results/Findings

In sum, our results suggest that natural
resources reduce the capacity of the
economy to productively absorb the entry
of young people into the labor market. As
detailed in the theoretical model, we
suggest that this could be due to a Dutch
disease effect, whereby resource rents
crowd the
manufacturing sector, leaving the youth
with productive  jobs  or
unemployment. Rather than triggering
increased economic growth of the kind
that has been witnessed in East Asia, the
demographic transition in Iran thus
results in lower per capita incomes,
thereby constituting a curse rather than a
blessing.

5. Implications
Given the significant increase in the share

of the working-age population in the last
decade and also decrease of Iran's oil
revenue s at the beginning of 1400
Implement effective planning to take
advantage of demographic transition into

out more  dynamic

low
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economic prosperity

significant than ever.
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