2020 2022

The Sustainability of Social Security from a Household Perspective

Kotera, Tomoaki

1,800,000

Population aging is advancing in the United States. This paper studies how
much taxes a government has to impose to sustain Social Security from a household perspective.
Particularly, this paper sheds light on the relationship between auxiliary benefits (spousal and
survivors benefits) and the sustainability of Social Security. I then develop a computable
overlapping generations model with heterogeneous households in a general equilibrium framework and
simulate an aging economy of the United States. The simulation results suggest that auxiliary
benefits significantly impact the fiscal cost of sustaining the Social Security system.
Consequently, the welfare of young cohorts in the current and future generations is negatively
affected. | obtain similar results even though the retirement age is raised.
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