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Abstract

We investigate the differential impact that pension systems have on
the labor supply and the accumulation of physical and human capital
for individuals that differ by their learning ability and levels of life ex-
pectancy. Using a general equilibrium model populated by overlapping
generations, in which all population groups interact through the pen-
sion system, the labor market, and the capital market, we show that
the increasing gap in life expectancy by socioeconomic status makes
the US pension system progressively more regressive and explains the
increasing per capita income gap across ability groups.

Keywords: Human capital, Longevity, Inequality, Life cycle, Social Security
JEL codes: E24, J10, J18, H55

∗This project has received funding from the European Union’s Seventh Framework Pro-
gram for research, technological development and demonstration under grant agreement
no. 613247: “Ageing Europe: An application of National Transfer Accounts (NTA) for
explaining and projecting trends in public finances”.

1



https://isiarticles.com/article/105882

