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Changes in age structure affect the macroeconomy because consumption and production, among other economic variables, vary over the lifecycle.  The demographic dividend, the price of housing, stock market fluctuations, saving rates, interest rates, and impending fiscal problems are important examples (refs).  Often the lifecycle is treated in a highly stylized fashion.  Dependency ratios and other similar age structure variables, for example, capture only the broadest features of the economic lifecycle.  Other approaches model economic dependency in a more continuous way.  Several recent studies, for example, assume that consumption and production can be approximated adequately by quadratics in age.  Alternatively, the economic support ratio uses empirical estimated age-varying weights to construct measures of the average productivity and consumption needs of the population.  Either explicitly or implicitly, many of these studies are assuming that the lifecycle does not vary from country to country, that the lifecycle does not change over time within countries, and/or both.  


The purpose of this paper is to address three questions.  First, to what extent do age profiles of consumption and production vary across countries and over time?  Second, what accounts for the differences and changes that we observe?  Third, is the observed variation important to understanding the macroeconomic consequences of aging?  


The paper will consist of four sections.  The first section provides a conceptual background by briefly summarizing how changes in age structure interact with consumption and production age profiles to influence the macroeconomy; and by discussing current research on age patterns of consumption and production.  Four issues seem particularly salient.  First, does the existence of the quality-quantity tradeoff mean that the decline in the number of children leads to a much smaller decline in consumption by children than implied by the fixed consumption profile model?  Second, how is increasing survival among the elderly influencing their productivity and consumption needs?  Third, how do increases in public sector spending for education, health, and pensions influence private consumption and production profiles?  Fourth, how are changes in income influencing consumption profiles?  
The second section will discuss data, estimation strategy, and highlight some of the problems without getting too technical.  We rely primarily on annual income and expenditure surveys conducted in Taiwan between 1978 and 2003 and the United States between 1980 and 200x.  These two countries cannot, of course, represent the broad experience of the developing and developed world.  They can be used to contrast, however, the differences and similarities between a mature industrial economy and an extremely dynamic, rapidly changing, newly industrializing economy.    

The third section will present estimates of age profiles and summarize the differences between Taiwan and the US and the trends observed in both economies.  The purpose will not be to formally test hypotheses about the factors that influence age profiles, but rather to describe salient trends and differences in light of key theories.  The fourth section identifies problems, gaps in knowledge, and concludes.   
