Microsimulation in Government Decision Making in Hungary

Dóra Benedek 

(1051 Budapest, József nádor tér 2-4, Hungary)
Ágota Scharle 

(agota.scharle@pm.gov.hu, 1051 Budapest, József nádor tér 2-4, Hungary)
Péter András Szabó 

(peter.szabo@pm.gov.hu, 1051 Budapest, József nádor tér 2-4, Hungary)

Abstract

The paper describes the Hungarian microsimulation model, TÁRSZIM, and how it is used in the Ministry of Finance. The model is a static one (similar to the British IGOTM), built on survey data, and geared towards analysing short term redistributive effects of changes in the tax and benefit system. The three databases used for building the model – TÁRKI Monitor, CSO Household Budget Survey and APEH tax return data – are linked through multiple imputation. 

TÁRSZIM has been used regularly since 2005 in the Ministry of Finance to evaluate the redistributive effects of policy changes affecting the tax and benefit system. Based on the experience of the first year, it was redesigned in 2006 to enable more flexibilty in setting parameters. The paper will discuss these experiences, and the constraints and compromises in using multiple datasets for building a microsimulation model. It will also present some examples of how the model was used to analyse concrete policy measures in Hungary, along with some practical conclusions of relevance for other countries that have not yet used microsimulation to assist government decision making.

