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Policy suggestions for improving generational equity

with special consideration of social welfare policies

Young Jun Chun*

Abstract

We suggest a policy reform plan to improve the generational
equity, based on the analysis on the sustainability of current fiscal
policies and the taxpayer's compliance, related case studies, and the
welfare analysis on the expansion of the welfare policies accompanied
by tax increase. Our analysis indicates that in order to improve the
welfare of future generations, who are expected to take heavier net
tax burden than current generations under the current welfare
policies, the excessive welfare expenditure increase should be
prevented and the target efficiency of the welfare policies needs to be
improved. Therefore, the welfare policies of the public sector should
be targeted to the social groups, that are vulnerable to the income
risks, such as the elderly with limited work ability, the invalid, the
low—income classes and the patients suffering from severe or chronic
diseases. On the other hand, it is necessary to induce higher income
classes to prepare themselves for the risks by increasing savings and
purchasing appropriate private insurances. For this purpose, tax
incentives and reinforcement of regulations and supervision on the
private insurance arrangements are needed.

JEL classification: H6, H53, E24
Keywords: generational equity, welfare policies, fiscal sustainability,
target efficiency

* Professor, Division of Economics and Finance, Hanyang University



