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		Abstract

		While privatizing Social Security can improve labor supply incentives, it can also reduce risk sharing. We simulate a 50-percent privatization using an overlapping-generations model where heterogeneous agents with elastic labor supply face idiosyncratic earnings shocks and longevity uncertainty. When wage shocks are insurable, privatization produces about $30,100 of extra resources for each future household after all transitional losses have been paid. When wages are not insurable, privatization reduces efficiency by about $8,100 per future household. We check the robustness of these results to different model specifications as well as policy reforms and arrive at several surprising conclusions. First, privatization performs better in a closed economy, where interest rates decline with capital accumulation, than in an open economy. Second, privatization also performs better when an actuarially-fair private annuity market does not exist. Third, government matching of private contributions on a progressive basis is not very effective at restoring efficiency and can actually harm. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Nishiyama,  Shinichi and Smetters,  Kent and Smetters,  Kent, Social Security Privatization with Income-Mortality Correlation (November 2006). Michigan Retirement Research Center Research Paper No. WP 2006-140,  Available at SSRN: https://ssrn.com/abstract=1095298 or http://dx.doi.org/10.2139/ssrn.1095298 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Shinichi Nishiyama (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Congressional Budget Office  ( email )

			

			
			
				
				
				
					Ford House Office Building
2nd & D Streets, SW
Washington, DC  20515-6925
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Kent Smetters

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: University of Pennsylvania - Business & Public Policy Department]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Pennsylvania - Business & Public Policy Department  ( email )

			

			
			
				
				
				
					3641 Locust Walk
Philadelphia, PA  19104-6372
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				       52

			

		
		
		
			Abstract Views

			      644

		

		
		 
		
			Rank

			  690,808

		

		
	


	

	
		
			
				       29 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    The Wharton School, University of Pennsylvania Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                The Wharton School, University of Pennsylvania Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            5,891

                                    

                                    
                                        PAPERS

                                            3,138

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Marcella Barnhart at University of Pennsylvania - The Wharton School, Mia Wells at University of Pennsylvania - The Wharton School

                                    

                                
                            

                        

                    

                
	
                    Macroeconomics: Consumption, Saving, & Wealth eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Macroeconomics: Consumption, Saving, & Wealth eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,502

                                    

                                    
                                        PAPERS

                                            6,988

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Social Security

                        
                            By
                                
                                
                                    
                                    Martin S. Feldstein
                                     and 
                                
                                    
                                    Jeffrey B. Liebman
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Economics of Social Security Reform

                        
                            By
                                
                                
                                    
                                    Peter A. Diamond
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Missing Piece in Policy Analysis: Social Security Reform

                        
                            By
                                
                                
                                    
                                    Martin S. Feldstein
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Redistribution in the Current U.S. Social Security System

                            
                                By
                                    
                                    
                                        
                                        Jeffrey B. Liebman
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Transition Path in Privatizing Social Security

                            
                                By
                                    
                                    
                                        
                                        Martin S. Feldstein
                                         and 
                                    
                                        
                                        Andrew A. Samwick
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Social Security Money's Worth

                            
                                By
                                    
                                    
                                        
                                        John Geanakoplos, 
                                        
                                    
                                        
                                        Olivia S. Mitchell, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Social Security Money's Worth

                            
                                By
                                    
                                    
                                        
                                        John Geanakoplos, 
                                        
                                    
                                        
                                        Olivia S. Mitchell, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            How Effective is Redistribution Under the Social Security Benefit Formula?

                            
                                By
                                    
                                    
                                        
                                        Alan L. Gustman
                                         and 
                                    
                                        
                                        Thomas L. Steinmeier
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            How Effective is Redistribution Under the Social Security Benefit Formula?

                            
                                By
                                    
                                    
                                        
                                        Alan L. Gustman
                                         and 
                                    
                                        
                                        Thomas L. Steinmeier
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Would a Privatized Social Security System Really Pay a Higher Rate of Return?

                            
                                By
                                    
                                    
                                        
                                        John Geanakoplos, 
                                        
                                    
                                        
                                        Olivia S. Mitchell, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.094 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
