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A Politico-economic Analysis on Social Security in an Endogenous
Growth Economy

Katsuyuki Naito
Abstract

We consider an overlapping generations economy where the government implements pay-
as-you-go social security. The size of policies is determined through political process. It
is shown that there exists a Markov perfect politico-economic equilibrium where the size of
policies is represented as linear functions of physical capital, and we investigate the effects of

population aging on the pattern of economic growth and on the welfare of each generation.
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