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Abstract 
 

An early death is, undoubtedly, a serious disadvantage. However, the compensation of short-lived 
individuals has remained so far largely unexplored, probably because it appears infeasible. Indeed, 
short-lived agents can hardly be identified ex ante, and cannot be compensated ex post. We argue 
that, de- spite the above difficulties, a compensation can be carried out by encouraging early 
consumption in the life cycle. In a model with heterogeneous preferences and longevities, we show 
how a specific social criterion can be derived from intuitive principles, and we study the 
corresponding optimal policy under various informational assumptions. We also study the robustness 
of our solution to alternative types of preferences and savings policies. 
 
Keywords: compensation, longevity, mortality, fairness, redistribution. 

JEL Classification: D63, D71, I18, J18 

                                                           
1 CNRS, University Paris-Descartes & Sciences-Po, Paris, France; Université catholique de Louvain , CORE, B-
1348 Louvain-la-Neuve, Belgium; LSE; IDEP. 
2 Université catholique de Louvain, CORE, B-1348 Louvain-la-Neuve, Belgium.  
E-mail: marie-louise.leroux@uclouvain.be 
3 Ecole Normale Supérieure, Paris School of Economics, F-75014 Paris, France. E-mail: Gregory.ponthiere@ens.fr 

The authors thank François Maniquet, Pierre Pestieau, Giacomo Valletta and Stéphane Zuber for helpful 
discussions on this paper. 

This paper presents research results of the Belgian Program on Interuniversity Poles of Attraction initiated by the 
Belgian State, Prime Minister's Office, Science Policy Programming. The scientific responsibility is assumed by 
the authors. 
 



 

               
              
           
             
          
             
              
              
    

0

0,01

0,02

0,03

0,04

0,05

0,06

0,07

0,08

0,09

0,1

0 10 20 30 40 50 60 70 80 90 100 110

age

pr
ob
ab
ili
ty

probability of age x at death

           

           
             
           
           
             
             

      
             

             
              
        





           
          
           

            
          
             
              
               
              
              
           
            
              
               

              
             
           
         
          
           
            
            
            
            
   
              

             
             
           
           
           
          
              
              
             
               

           






        
            
        
           

            
         
             
          
         
         

           
             

            
           
           
            
           
          

  

             
          
            
 
             

             
              
           
          

          
                    
  





           

              
             
                
          





                  
          
           

              
 

             
             
               
                    
             
             
                     
             
         
                
               
             
             

                
            
            
            
               
           
            

               
             
             
               
              
           
                
              
               
            
              

              
                
                












       

            
            
            

          
           
            
            
            
                
                      
                
         

   

              
         
           
             
           





          
             
             

          

             
                   

             
          
              
            
           
            

           
               
      

             

                       

 

     

            

           
           
          
          
        
            

  
           

           
             
              
           
           
          

          
                              





               

              

          

   

             
         
            
   
            

            
                
          
                
               
    
               

               
           
          

        
                            
      

           
    

              

          

   

             
             
               
           

                
           





            
                
               
           
            
           
               

               
               
               
         
             
             
            
             
             
              

           
            
               
            
      

         
                  
           
       



           
        
         
            

              
            
                
                
               
       

               





            
             
           
                  

             
                  
              
               
              
                
           
            
           
           

           
       

            
                    



  


     

            
       

               
             
               
            
           
             
      
               

             
             

               
            
                 
    





              
             
              
           
     
              

                
         
          
                 
               
             
             
          
           
             
             
              
             

              
             
              
                  
          
            
           
           
             
          
            
                  
                
      

          
                          
                   





       

 

  

       

  


    

          

   

         
           
            
          
                
           
               
         
 
          

            
           
           
            
          
        
            
              
             
             
             
           
          

            
                
              
                
                
      





  

           
          
            
             
              
       
           

             
           
          
             

                
            
           
      
       

  

    

    

           
            


  




              
            


            
             
       

      

      

                
      
          





               
               
  

             
                 
           
               
            
           
          
           
              
           
           

            
                  
                
     
             

             
           

  

             
              





          

          

                 

            

  

  


  


  


  


  


  




         
            

                  
              





         
            
            
 

               
            
         

  
           
       



   

            
                
               
              

          

       

             
            
             
              
            

               
      

                
      
                

           
              

              
             
              





     
          
          
          
          
             
             
             
             

      

            
              
             
            
           
           

  

  


  


  

           
                
   


  


  


       

                
              
           
          

              

             
           
            
            
               


           

  
    

  
   

    

  





            
           
            
            
                 
         
            

           
        

               
          

           
         
   

         
        
     

            
         
        

  

             
           
          
           
            
   

                 
                 





  

             
             
            
           
             
       
          

             
    

      

          
           
           
         

           

           

           

        
            
             
        
     

      
      

             

           

            
                
             
                
          


 


  


  


  





            
            
              
           
             

  


                
            
        

 


 


 



 

   
 


 


 




 

   
 


 


 




 


              
         
             
             
           
            
    
            

             
           
              
                  
              
            
           
              
             
              
                 





             
 

          
         
             
            
          
         
        

            
           
              

   

                

             
          
          
            
             
   

            

            
               
             
                
         

  

  


  


  


  


  


  


  

    

          

      

       





             
          
          
                   
         

              
         
 

          
           
          
         
           
      

         
         

          
          
        
           
         
          
        
         
        
            
         
          
         
     

   

            
            





            
              
           
       
           

             
            
            
             
  

    

                 
            
              
          

      
        

               
              
           
              
          
   
           

               
            

      
      

              

              
        

             
             





          
            
 

                   
            
            
        
                 

            
          
               
           
            
           
             
          
              
              
             
                
          
            

                
               
               

  
                 
              
              
               
             
          
           

                   
            
             
            
          





            
               
              
           
           
            
            
              
             
           
       
            

        

 


      

             
             
               
             
        
                 

            

            
          

              
               
               
              
             


 



                
          

               
              
                 
                
 




               
               
             















































         

             


        

              
            
          


 


  

          
             

            
            
 


            

   

               
              
















































         

                 
               
                     
              
                
 
               

   

 


      

             
            
                  

  

             
              
           















































         

           
           
            
            

                 
           

            





     
       
       
       
       
          
          
          
          

      

                
           
             
       

  

  


  


  

            
        

  

  


  


  



          
            
             
             
            
           
            
           
          

    

              
           
          
             
           





            
            
              
            
            
 

 

               
            
            
          
             

             
             
       



            
          


    

      

           

          

               
               
              
              
            

              
          
               

                 
            





     
           
           
           
           
               
               
               
               

       

            
         

        

  

  
 

              

      

             
            

  

  

  
  



                

      

            
           
              
            
             
            
           
           





                
             
              
              
        
           

           
              
       

 
  


  


  




           
          

      

        

              
           
         
            

             
         
             
               
           
            
         

  

          
               
              
            
         





           
     

           
       
          
             
          
           
             
            
            
            
   
         

           
          
           
           
              
            
             
             
              
             
              
          
                 
   
            

             
          
            
              
               
                
             

          
     





         
           

           
          
             
           
              
   
            

              
            
             
            
             
         

 

                

         

             

      

           

     

             

           

             

  

         

             

   

           

            

             

       

             

             







           

   

            

     

             

     

            

             

 

            

        

     

            
                            
   



        

   

                   
   
          
              
  





 








 




 
                  

     

            
                            

      

        

   





             

               
                
   


  


   

     

    


    


  


  


  

        
   





      

   

   

           

         

          

 


   


      

    

   


  

     

    


  

     

 

   

        

               
             


      

       

  


    


     

               
    
               

   





Recent titles 
CORE Discussion Papers 

 
2010/26. Pierre DEHEZ. Cooperative provision of indivisible public goods. 
2010/27. Olivier DURAND-LASSERVE, Axel PIERRU and Yves SMEERS. Uncertain long-run 

emissions targets, CO2 price and global energy transition: a general equilibrium approach. 
2010/28. Andreas EHRENMANN and Yves SMEERS. Stochastic equilibrium models for generation 

capacity expansion. 
2010/29. Olivier DEVOLDER, François GLINEUR and Yu. NESTEROV. Solving infinite-dimensional 

optimization problems by polynomial approximation. 
2010/30. Helmuth CREMER and Pierre PESTIEAU. The economics of wealth transfer tax. 
2010/31. Thierry BRECHET and Sylvette LY. Technological greening, eco-efficiency, and no-regret 

strategy. 
2010/32. Axel GAUTIER and Dimitri PAOLINI. Universal service financing in competitive postal 

markets: one size does not fit all. 
2010/33. Daria ONORI. Competition and growth: reinterpreting their relationship. 
2010/34. Olivier DEVOLDER, François GLINEUR and Yu. NESTEROV. Double smoothing technique 

for infinite-dimensional optimization problems with applications to optimal control. 
2010/35. Jean-Jacques DETHIER, Pierre PESTIEAU and Rabia ALI. The impact of a minimum pension 

on old age poverty and its budgetary cost. Evidence from Latin America. 
2010/36. Stéphane ZUBER. Justifying social discounting: the rank-discounting utilitarian approach. 
2010/37. Marc FLEURBAEY, Thibault GAJDOS and Stéphane ZUBER. Social rationality, separability, 

and equity under uncertainty. 
2010/38. Helmuth CREMER and Pierre PESTIEAU. Myopia, redistribution and pensions. 
2010/39. Giacomo SBRANA and Andrea SILVESTRINI. Aggregation of exponential smoothing 

processes with an application to portfolio risk evaluation. 
2010/40. Jean-François CARPANTIER. Commodities inventory effect. 
2010/41. Pierre PESTIEAU and Maria RACIONERO. Tagging with leisure needs. 
2010/42. Knud J. MUNK. The optimal commodity tax system as a compromise between two objectives. 
2010/43. Marie-Louise LEROUX and Gregory PONTHIERE. Utilitarianism and unequal longevities: A 

remedy? 
2010/44. Michel DENUIT, Louis EECKHOUDT, Ilia TSETLIN and Robert L. WINKLER. Multivariate 

concave and convex stochastic dominance. 
2010/45. Rüdiger STEPHAN. An extension of disjunctive programming and its impact for compact tree 

formulations. 
2010/46. Jorge MANZI, Ernesto SAN MARTIN and Sébastien VAN BELLEGEM. School system 

evaluation by value-added analysis under endogeneity. 
2010/47. Nicolas GILLIS and François GLINEUR. A multilevel approach for nonnegative matrix 

factorization. 
2010/48. Marie-Louise LEROUX and Pierre PESTIEAU. The political economy of derived pension 

rights. 
2010/49. Jeroen V.K. ROMBOUTS and Lars STENTOFT. Option pricing with asymmetric 

heteroskedastic normal mixture models. 
2010/50. Maik SCHWARZ, Sébastien VAN BELLEGEM and Jean-Pierre FLORENS. Nonparametric 

frontier estimation from noisy data. 
2010/51. Nicolas GILLIS and François GLINEUR. On the geometric interpretation of the nonnegative 

rank. 
2010/52. Yves SMEERS, Giorgia OGGIONI, Elisabetta ALLEVI and Siegfried SCHAIBLE. 

Generalized Nash Equilibrium and market coupling in the European power system. 
2010/53. Giorgia OGGIONI and Yves SMEERS. Market coupling and the organization of counter-

trading: separating energy and transmission again? 
2010/54. Helmuth CREMER, Firouz GAHVARI and Pierre PESTIEAU. Fertility, human capital 

accumulation, and the pension system. 
 



Recent titles 
CORE Discussion Papers - continued 

 
2010/55. Jan JOHANNES, Sébastien VAN BELLEGEM and Anne VANHEMS. Iterative regularization 

in nonparametric instrumental regression. 
2010/56. Thierry BRECHET, Pierre-André JOUVET and Gilles ROTILLON. Tradable pollution permits 

in dynamic general equilibrium: can optimality and acceptability be reconciled? 
2010/57. Thomas BAUDIN. The optimal trade-off between quality and quantity with uncertain child 

survival. 
2010/58. Thomas BAUDIN. Family policies: what does the standard endogenous fertility model tell us? 
2010/59. Nicolas GILLIS and François GLINEUR. Nonnegative factorization and the maximum edge 

biclique problem. 
2010/60. Paul BELLEFLAMME and Martin PEITZ. Digital piracy: theory. 
2010/61. Axel GAUTIER and Xavier WAUTHY. Competitively neutral universal service obligations. 
2010/62. Thierry BRECHET, Julien THENIE, Thibaut ZEIMES and Stéphane ZUBER. The benefits of 

cooperation under uncertainty: the case of climate change. 
2010/63. Marco DI SUMMA and Laurence A. WOLSEY. Mixing sets linked by bidirected paths. 
2010/64. Kaz MIYAGIWA, Huasheng SONG and Hylke VANDENBUSSCHE. Innovation, antidumping 

and retaliation. 
2010/65. Thierry BRECHET, Natali HRITONENKO and Yuri YATSENKO. Adaptation and mitigation 

in long-term climate policies. 
2010/66. Marc FLEURBAEY, Marie-Louise LEROUX and Gregory PONTHIERE. Compensating the 

dead? Yes we can! 
 

Books 
 
J. GABSZEWICZ (ed.) (2006), La différenciation des produits. Paris, La découverte. 
L. BAUWENS, W. POHLMEIER and D. VEREDAS (eds.) (2008), High frequency financial econometrics: 

recent developments. Heidelberg, Physica-Verlag. 
P. VAN HENTENRYCKE and L. WOLSEY (eds.) (2007), Integration of AI and OR techniques in constraint 

programming for combinatorial optimization problems. Berlin, Springer. 
P-P. COMBES, Th. MAYER and J-F. THISSE (eds.) (2008), Economic geography: the integration of 

regions and nations. Princeton, Princeton University Press. 
J. HINDRIKS (ed.) (2008), Au-delà de Copernic: de la confusion au consensus ? Brussels, Academic and 

Scientific Publishers. 
J-M. HURIOT and J-F. THISSE (eds) (2009), Economics of cities. Cambridge, Cambridge University Press. 
P. BELLEFLAMME and M. PEITZ (eds) (2010), Industrial organization: markets and strategies. Cambridge 

University Press. 
M. JUNGER, Th. LIEBLING, D. NADDEF, G. NEMHAUSER, W. PULLEYBLANK, G. REINELT, G. 

RINALDI and L. WOLSEY (eds) (2010), 50 years of integer programming, 1958-2008: from 
the early years to the state-of-the-art. Berlin Springer. 

 
CORE Lecture Series 

 
C. GOURIÉROUX and A. MONFORT (1995), Simulation Based Econometric Methods. 
A. RUBINSTEIN (1996), Lectures on Modeling Bounded Rationality. 
J. RENEGAR (1999), A Mathematical View of Interior-Point Methods in Convex Optimization. 
B.D. BERNHEIM and M.D. WHINSTON (1999), Anticompetitive Exclusion and Foreclosure Through 

Vertical Agreements. 
D. BIENSTOCK (2001), Potential function methods for approximately solving linear programming 

problems: theory and practice. 
R. AMIR (2002), Supermodularity and complementarity in economics. 
R. WEISMANTEL (2006), Lectures on mixed nonlinear programming. 


