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We first consider the politics of public education and its impact on
economic growth and welfare across generations. We employ probabilistic voting to demonstrate the
generational conflict regarding taxes and spending and show that aging shifts the tax burden from
the retired to the working generation, reduces public education spending, and ultimately slows
economic growth. We subsequently consider a legal constraint that aims to boost education spending:
a spending floor for education. We show that this constraint stimulates economic growth but creates
a trade-off between current and future generations’ welfare. Second, we analyze the effects of a
debt ceiling on a government®s policy formation and its impact on growth and welfare. The results
show that the debt ceiling induces the government to shift the tax burdens from the older to younger

generations, but stimulates physical capital accumulation and may increase public education
expenditure, resulting in a higher growth rate.
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