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unfairness between generations

Abstract

This paper intends to make an overview of the previous studies on pension systems with an emphasis

on the work of Konishi, Hatta and Oguchi and clarify the roles and purposes of the system. The result

can be summed up as follows:

1.

The purpose of the pension system is to guarantee the livelihood of the elderly who have lowered
income levels accompanied by the aging process and longer lives. Thus, the roles and functions
expected of the pension system are to avoid and solve issues which stem from moral hazards, adverse
selections and merit goods.

The difference between the function of public and private pension systems lies mostly in revenue
management. The public pension system aims to provide support among generations or within
single generations through compulsory savings from the entire population including those people
who cannot pay their insurance premium because of their low income, or when living costs rise and
in the presence of asymmetrical information.

The major theoretical problems of the public pension system according to the pay-as-you-go method
premised on revenue transfer among the generations is a sense of unfairness which emerges from such
factors as changes in the demography and in benefits.

When the current pension system is reviewed by focusing on finance methods and variances among

systems, it can be said that the present Swedish system is a relatively effective one.
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