Old Age Provision and Homeownership:
Fiscal Incentives and Other Public Policy

As populations age globally, ensuring the financial well-being of older
adults has become an increasingly pressing concern. Old age provision,
which encompasses retirement savings and pensions, plays a crucial role
in providing older individuals with financial security and maintaining their
living standards. Homeownership, too, is an important aspect of financial
well-being, contributing to wealth accumulation, stability, and a sense of

belonging.
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Governments worldwide have implemented various fiscal incentives and
public policies to encourage both old age provision and homeownership.
These measures aim to support older adults in accumulating sufficient
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retirement savings, accessing affordable housing, and maintaining their
financial independence.

Fiscal Incentives for Old Age Provision

Fiscal incentives are tax-related measures designed to encourage
individuals to save for retirement. These incentives can take various forms,
including:

= Tax deductions or credits for retirement contributions: These
incentives reduce the amount of taxable income, thereby incentivizing
individuals to contribute to retirement accounts.

= Tax-deferred growth of retirement savings: Earnings on retirement
investments are not taxed until they are withdrawn, allowing them to
accumulate tax-free.

= Matching contributions from employers: Some employers offer
matching contributions to employee retirement accounts, effectively
increasing the amount of savings.

Fiscal incentives for old age provision have been shown to have a
significant impact on retirement savings behavior. Studies have found that
individuals who participate in employer-sponsored plans with matching
contributions tend to save more for retirement compared to those who do
not have access to such plans.

Fiscal Incentives for Homeownership

Fiscal incentives for homeownership are tax-related measures designed to
encourage individuals to purchase homes. These incentives can include:



Mortgage interest deduction: Homeowners can deduct the interest
paid on their mortgage loans from their taxable income.

Property tax deduction: Homeowners can deduct the property taxes
paid on their homes from their taxable income.

Homebuyer tax credits: First-time homebuyers may be eligible for tax
credits that reduce the cost of purchasing a home.

Fiscal incentives for homeownership have been shown to increase

homeownership rates and reduce affordability barriers. Studies have found

that the mortgage interest deduction, in particular, has a significant impact

on homeownership decisions, especially for lower-income families.

Other Public Policy Measures

Beyond fiscal incentives, governments have implemented various other

public policy measures to support old age provision and homeownership.

These measures include:

Public pension systems: Public pensions provide a guaranteed
income to older adults based on their contributions during their working
years.

Affordable housing programs: These programs provide subsidies or
other forms of assistance to low-income individuals and families to
access affordable housing.

Reverse mortgages: These loans allow older adults to access the
equity in their homes without selling them, providing them with
additional financial resources.



These public policy measures play a crucial role in ensuring that older
adults have adequate financial security, access to affordable housing, and
the opportunity to age in place.

Intergenerational Equity and Social Welfare

When designing and implementing policies related to old age provision and
homeownership, it is important to consider the impact on intergenerational
equity and social welfare. Intergenerational equity refers to the fairness of
policies across different generations.

Fiscal incentives for old age provision and homeownership can have
distributional effects, favoring higher-income individuals and families. It is
therefore important to ensure that these policies are designed in a way that
does not exacerbate wealth inequalities between generations.

Social welfare refers to the overall well-being of society. Policies that
support old age provision and homeownership can contribute to social
welfare by reducing poverty and financial insecurity among older adults.
These policies can also promote economic growth and stability by
increasing consumer spending and investment in housing.

Old age provision and homeownership are essential components of
financial well-being for older adults. Fiscal incentives and other public
policy measures play a crucial role in supporting these goals. However, it is
important to design and implement these policies in a way that ensures
intergenerational equity and promotes social welfare.

By carefully considering the potential impact on different generations and
the overall well-being of society, governments can create policies that



support the financial security and housing needs of older adults while
fostering a sustainable and equitable future.
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