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The Effect of Public Pension System
——An Analysis with Endogenous Growth Model

SONG Jian-min

(School of Public Economics and Management , Shanghai University of Finance and Economics,
Shanghai 200433 ,China)

Abstract: The paper analyses the effect of public pension system of defferent financial op-
erations in the social security system on economic growth rate and social welfare, by introdu-
cing the endogenous growth model and overlapping generation model. It comes to thc conclu-
sion that different pension system will produce different effects on economic growth and social
welfare through influencing an individual's disposable income in his career. Fully funded system
is neutral because this pension system does not change an individual's disposable income in his
career. But the pay as you go system may change an individual's disposable income in his ca-
reer, thus exerting negative effects on economic growth rate and social welfare.

Key words: full funded system; pay-as-you-go system;endogenous growth; overlapping

generation model;social welfare.
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