PAGE  
1

Ruthen,
Run the Numbers:

Longitudinal Microsimulation for Individuals

Richard J. Morrison

July 2007

Abstract: 

Governments and institutions have generally built microsimulation models to address broad distributional policy issues. Seeking to assess the likely impacts of tax or social security proposal, they use the models to look at aggregate impacts or distributions of winners and losers. The past quarter century in particular has seen powerful advances for static, point-in-time models, and for longitudinal models. At the same time, model builders have not generally sought to adapt these powerful tools to the economic issues that individuals face, e.g., whether or how best to save for retirement, or how, after retirement, to draw down those savings. However, substantial portions of the infrastructure for longitudinal microsimulation modeling would transfer well to addressing these individual-level decisions. This paper outlines how such an adaptation might proceed. It describes the contributions that such adaptation would make, not only for actual or representative individuals, but also for institutional and governmental consumers of microsimulation analyses. The paper’s several sections describe what the models, and their target problems, and their results, might look like. They indicate what portions of standard microsimulation technologies the models might usefully borrow, what new technologies and methodologies one would have to develop, how the development might proceed, and the set of issues the models might address. A concluding section indicates how one might develop a feasibility demonstration version of the approach.
