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Economic Effects of the Social Security Expenditure

Kenji GASAWA*

Will the government expenditure for "Social security, medical and health service" (in later , I will
describe it "social security expenditure") give significant economic effects? I analyzed this topic with an
Applied General Equilibrium (AGE) model and compared to the results of input-output analyses, which
are adopted in a lot of studies for this topic. Analysis with this model has advantage over input-output
analysis to estimate the amount of economic effect caused by social security expenditure, because analysis
with input-output model ignores a) the parts of final consumer and b) additional budget for the
expenditure. These points are very important in this subject. With the AGE model, I compare the effects
for social welfare, employment and gross product between social security expenditure and the government
expenditure for "construction."

I found that a) social security expenditure will improve social welfare, employment and production
levels, b) these effects are lager than those in the expenditure for construction, and c) with increasing
social security expenditure and with reducing the expenditure for construction, the government can

improve social welfare, employment and production levels without increasing financial deficit.
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