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Institutional Design of Public Pension Systems Based on Social Simulation
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Abstract

In this paper, we propose a generation-based funding scheme as a fiscal scheme of public pension systems for
an aging society and simulate contribution-benefit ratio and government contribution for showing
intergenerational equity and fiscal sustainability. We simulate government contribution for transferring to
generation-based funding scheme from the current fiscal scheme of a pay-as-you-go scheme. We propose a
method to calculate pension in the generation-based funding scheme and simulate Gini coefficient for verifying
the intra-generational equity.

Keyword: Public Pension System, Generation-based Funding Scheme, Intergenerational Equity,
Fiscal Sustainability, Uncertainty
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Fig. 1 Simulation results of the generation-based funding scheme
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