
We develop a simple two-period overlapping model where agent discounts her future utility 
from consumption and leisure at different rates. With endogenous labor supply, this paper 
demonstrates how time inconsistency emerges and investigates the welfare. We show that 
when discount factor of the utility from leisure is larger than that from consumption, a positive 
social security system can Pareto improve both young and old agent's utility even when 
interest rate is greater than population growth rate. 


