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A Behavioral Microsimulation Model and
Public Policy Analysis

Abstract: In this paper, we develop a behavioral microsimulation model to an-
alyze the labor supply and income distribution effects of public policy change In
this model, labor supply behavior under individual budget constraint is simulated
through a labor supply model and income variation caused by individual labor sup-
ply response to public policy change is simulated through an arithmetic microsimu-
lation model The model is applied in the simulation experiment of urban minimum
wage guarantee system The result indicates that the proper increase of minimum
wage standard can effectively promote the labor supply and increase the income of
low-income group and it can also help in the decrease of urban residents’ income
disparity and poverty.
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