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1.' The Macroeco'nornic Approach [3,4,5, 7 , 8, II,] 
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Mode'l II (more detail on population dynamics and skill structure). , 

Define the productivity-weighted measure of the effect­

ive labour force by: .' 
t 


W* (t) = S w(t , T ) A ( t , l' ) d T 


t-m 


where W(t,T) represents the fraction of the labour force 

entering employment at time l' surviving to time tl 

and A(t,T) represents the productivity factor attaching to 

them. 
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Model III (expand labour force bloc~ to take account of 
gestation lags) 
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Simulation' MOdel'(Schematic Diagram) 
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Micro Problem: 	 Given a policy a, together with cost and income 
data, select 0 so as to maximize Vi(a). 
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Decision 
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Macro Problem: 	 Given population data (cohort sizes) and a statis­
tical approximation to the individual decision 
rules', select the policy a yielding the "optimal", 
configuration of cohort monetary flows, CSS, fund 
flows, F, and distributional results, H• 
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