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Abstract

We use a calibrated overlapping generations model economy to quantify the conse-
quences of the demographic and the educational transitions for the viability of the Spanish
pubhc pensmn system The households in our model economy differ in their educatlon

7 understand

unsustainable. The pension system starts runmng a deﬁmt in the year 2016, the pensmn
fund is depleted in the year 2029, and the accumulated value of the pension system debt
reaches a shocking 277 percent of the model economy output by the year 2060.
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\ y-as-you-go pension systems is being questioned in
many countries for two main reasons: the aging of their populations and the early retirement

of their workers. Consequently, in the next few decades, the retiree to worker ratios of devel-

oned economies will increase significantly and the financial viability of their current nunfunded
oped economies will increase significant!ly and the iinancial vianuity of e
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