Accepted Manuscript

oo wn)|

The Political Intergenerational Welfare State

Monisankar Bishnu, Min Wang

PIl: S0165-1889(17)30037-4

DOI: 10.1016/j.jedc.2017.02.002

Reference: DYNCON 3403

To appear in: Journal of Economic Dynamics & Control
Received date: 3 February 2016

Revised date: 7 February 2017

Accepted date: 7 February 2017

Please cite this article as: Monisankar Bishnu, Min Wang, The Political Intergenerational Welfare State,
Journal of Economic Dynamics & Control (2017), doi: 10.1016/j.jedc.2017.02.002

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service
to our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form. Please
note that during the production process errors may be discovered which could affect the content, and
all legal disclaimers that apply to the journal pertain.


http://dx.doi.org/10.1016/j.jedc.2017.02.002
http://dx.doi.org/10.1016/j.jedc.2017.02.002

THE POLITICAL INTERGENERATIONAL WELFARE
STATE*

Monisankar Bishnu Min Wang
Indian Statistical Institute, Delhi & Peking University*

Australian National University'

February 13, 2017

Abstract

Using a three-period overlapping generations eéconomy framework, we characterize
an intergenerational welfare state with endogenous edtcation and pension under voting.
We show that although politically establishing Pay-As-You-Go (PAYG) social security
in isolation in a dynamically efficient economy, will always reduce the capital invest-
ment and therefore the social welfare.as expected, in contrast politically implementing
education-pension policy package insteadcan improve both human and physical cap-
ital accumulation and social welfare over laissez faire. However for this the political
influence of the old has to be gmallithus limiting the size of the PAYG social security
program.
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