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Abstract

This paper studies the effects of different levels of social insurance on efficiency and distribution
of resources in a general equilibrium model of a closed economy with heterogeneous agents and
moral hazard. I compare optimal allocations of capital, labor supply, and consumption in
stationary recursive equilibria for economies with different guaranteed minimum consumption
levels (social insurance). I show that the efficiency-equality tradeoff associated with welfare
state economies does not hold. Efficiency decreases and equality rises as the minimal guaranteed
consumption increases from zero to around one third of the average consumption. However, if
social insurance expands even further, the efficiency loss becomes very high and equality
worsens. Average welfare is greater in economies with high social insurance while the median
agent is better off in economies with low social insurance. Finally, I study the transitions
between welfare regimes' steady states to evaluate the effects of social insurance reforms.

Abstrakt

Tento ¢lanek studuje efekty rtiznych urovni socialniho pojisténi na efektivitu a distribuci zdroji
v modelu vSeobecné rovnovdhy uzaviené ekonomie s heterogennimi agenty a moralnim
hazardem. Srovnava optimalni alokace kapitalu, nabidky prace, a spotfeby ve stacionarnim
rekursivnim ekvilibriu pro ekonomiky liSici se v garantované minimalni spotiebé (socialni
pojisténi).

Clanek ukazuje, Ze trade-off mezi efektivitou a nerovnosti spojovany s modernim welfare state
obecné neexistuje. Efektivita se sniZuje a rovnost se zvySuje s rustem garantované minimalni
spotfeby z nuly do jedné tietiny primérné spotieby. V piipad¢, Ze socidlni pojisténi nadale roste,
ztrata efektivity strmé vzrista a rovnost se zaCina zhorSovat. Primérna zivotni uroven je vyssi v
ekonomikach s vysokym socidlnim pojisténim, avSak median je vyssi v ekonomikach s nizkym
socialnim pojisténim. Vposledku se vénuji pfechodu mezi ustadlenymi stavy jednotlivych rezima
welfare state za ucelem kvantifikace efektti reformy socialniho pojisténi.
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