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range of uncertainty of China's future population trends. Unlike previous applications of probabilistic 
population projections that consider stochastic future fertility, mortality and migration, this paper will 
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benefit from a PAYGO system, even in the absence of any redistribution. Optimal equity investments 
are close to zero for the two bottom income quintiles and increase sharply for higher incomes. The 
results are compared to optimal pension plans under HARA preferences. I find that a PAYGO system 
has higher value under loss aversion than in the HARA case. Moreover, equity shares correspond 
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http://www.cesifo.de/portal/page?_pageid=36,302752&_dad=portal&_schema=PORTAL&p_file_id=1
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 Abstract: During the next decades the populations of most developed countries will grow older 
as a result of the low level of birth rates since the 1970s and/or the continuously increasing life 
expectancy. We show within a Generational Accounting framework how unsustainable the public 
finances of France, Germany, Switzerland and the U.S. are, given their demographic developments. 
Thereby our focus lies on social health insurance systems that are in addition affected by medical-
technical progress. Due to the cost-increasing effect of medical-technical progress one can justifiably 
say that social health insurance schemes are the major drivers behind unsustainable fiscal policies. 
http://www.cesifo.de/portal/page?_pageid=36,302752&_dad=portal&_schema=PORTAL&p_file_id=1
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 Abstract: Many countries face the problem of how to reform social security systems to cope 
with increasing life expectancy. This raises questions concerning both distribution and risk sharing 
across generations. These issues are addressed within an OLG model with stochastic life expectancy 
across generations and endogenous retirement decisions. The social optimum is shown to imply that 
retirement age should be proportional to longevity. Moreover, increasing longevity calls for pre-
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funding even if the utility of all generations is weighted equal to the objective discount rate. The social 
optimum cannot be decentralized due to a conflict between incentives and risk sharing. The 
implications of stylized social security systems for risk sharing and retirement incentives are 
analyzed. 
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 Abstract: The paper examines the impact of income inequality and mobility on income 
redistribution in a modified median voter model where redistributive conflict takes place both between 
educational groups and age-groups. The effects of inequality and mobility are not unambiguous but 
depend on factors such as how mobility changes in different groups and causes of inequality. We 
also examine the effect of the length of electoral periods on redistribution and welfare for different 
groups and allow for majority voting on the length of electoral periods. Finally, we extend the model to 
encompass retirement and baby booms. 
http://www.cesifo.de/portal/page?_pageid=36,302752&_dad=portal&_schema=PORTAL&p_file_id=1
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