Abstract for the 1st General Conference of the International Microsimulation Association 

Celebrating 50 Years of Microsimulation

Vienna, Austria 22-22 August 2007

Estimation and Implementation of Labour Market Transitions and Earnings Dynamics in the SAGE Dynamic Microsimulation Model

By

Asghar Zaidi, Maria Evandrou, Jane Falkingham, Paul Johnson and Anne Scott
Abstract: The SAGE dynamic microsimulation model has been developed to simulate the development of social policy in Britain, focussing in particular on the implications of population ageing for pensions. The labour market participation and earnings is critical to modelling of pension income entitlements as they determine individuals’ participation in pension schemes. Further distinctions between different forms of inactivity status are also necessary since some of these ‘genuine’ absences from the labour market are compensated through pension crediting. The accounting of earnings differentials across subgroups is also a strong predictor of differential of pension incomes. This paper reports on the estimation of the labour market transition equations and of the earnings equations for use in the SAGE model. It then provides details of the computer implementation of these modules, followed by the results of testing the implementation. The concluding section discusses the implications of the methods adopted in the labour market module of the SAGE model.
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