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The Wage Response to a Reduction in Income Tax Rate
The 2003-2009 Tax Reform in Israel

Sophia Igdalov, Roni Frish and Noam Zussman

Abstract

This study examines the effect of a tax reform @yes. The reform implemented in Israel
between 2003 and 2009 lowered the marginal inc@xet individuals by 7-17 percentage
points. The effect of the reform on gross wagesstsmated by comparing the change in wage
between individuals who experienced a marked realuaf their marginal tax and others.
We used panel data from the Income Tax Authoritgjuding wages and tax payments of
employees, and merged them with data from Labotd=-8urveys.

We found that in the business sector, the elagtafithe gross reported wage relative to
the net-of-tax rate (one minus the effective maalairect tax rate) is about 0.1, within the
range of elasticities found in similar studies. B&tn 2002 and 2009, the net-of-tax rate
increased by about 13 percent; Therefore, givenettienated elasticity, the total reported
gross wage in the business sector increased byxdppately 1.1 percent. The three lowest
quintiles did not react at all to the reductiontax rates, but the elasticity increased with
wages, reaching about 0.4 in the upper quintile. 8k not find statistically significant
differences in elasticity by gender, ethnicity dilueation. We also did not find a statistically

significant reaction to the reform among publicteeavorkers.
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STNN ITO) TIND MLP K TITA,TDOLY NNITHN NDIDND DNX MYIDINY INNND DN NN .NTIAYD
PN ONY2 MNOM (-0.1-5 0 Paw

NN NN OMIPIND .(1999) 2N IO DY DIPNNI MONMNNY NNTIN PNON NNIT DRI
NDMN IN DWWV DXNADNN OMPYN NIRY DXTN DY NOIONN ONA 1995—1994-1 NIIWIY NN
INND DN ONOYNHD NN MV PIN NPXPN ININDND MV DINDYNI OMIPYN MY ,PYD
5Y NTRIY MAN NYWH DN (DINNXYY DIPIY) DDV YV DN NAYNN NXMIVN NDIINN MDY
£0.06

MNS NNKNY NN NV DN DX0NN MIYID NNTIHN VI 1DOVN MLINI NN THIN XNINN IPNNN
NTIAYN OYN2 OPOVA ,2010—1998 DNVA TPNRNN NI L,ODVPIND PIVWN PYIN DHN NV
DPOYN TN ,DMIPIYN

NOIWY OTRN NID MIPDA MITIV DX NX DD NIN .PYY DNM TON DY THNON IpNNN
; D»Y5Y5-DYNIIN-DOINNTN ONPPOND NNY 2010-2 2001 P2 NPPVDYOLOY NIOINN NOYHN
SV DIV INP NN MINT VID DY .NTIAYN DN DXMIAWIND DY NP DXTH DNNN NOX DM
MNYYN 0NN 1OVN NN DYDY DN YOV ,2010-Y 1998 PaY DIVNN NNN YIY HNIWI DONN MY
D) MIT NYN DINAPY ; PYIN 0NN MIAN NN INNDNY 1I9INT 2WND ND DMIVIRNDY DYV T NIND
96-1 NYYNY IPNNN NMDIYIIN 1YY 92T HYW 1MV DM AVIND DYIND DPNIY DMOIINNT DM
PNN NNV NINGD NNN MY DXPIIWI ¥TIYY DO GIN

MPINMY DNV YTAN Y P2 10N NNTHN IOV YINMIN NPWN NN DITHIN DX NII9D2 DAIPNd
DN NPV MPOWUN DY MISPND NXDY L(VNINMND DY ZNNTRIN MY 19ND) DIV VDY )
SY DMNWNM DOWAPN DMDIHI-DNIIN-DMIINNTN DIPANNT ,NNITHN NDIDNA YININ NPYN
NIMIT NPNNTIND NPY DY OXTTINND NN .12 INTPY DNV THNI NNTPIND MY 11O ,DIWNN
D1 — DHN NYWY DN IOV NN DY NPINTIN NP ,TIYUNT : DINND DMIPNNIN 192 1INV IIND
NN DMINN OMIPIND NINITA OLIWN DN NYWA DMOYA TIND 10V DIP) 199) YOINIS NOIdIN
MTINN OWN DY THNI NININKDN MIYN DY 0NN NMEPND NYYN MYNNNI NPINTIND N»YI2 DXHI0VN
SV NNYINN 22D 1OVUN DY NNINDIN NYIYN P2 PNINY TN W 1MW (D192 1DvNN D> T7anD) 11 mvd
NYoWUNY NXIYNA NMOYN DY KXY DD 90U )PNIVI-IN DY MIANINNN NNIN DYND 07NN DI
MNY YPON SN NHNMIIN NI T I8N 20NN , DX PNNN DINDNOVN DMIVN DY
NDY 99U NNDONN TNIND DTN NNIND NNNN XD DNHN 1OV NN NYYD DN IDUN MYIN) NN
NNNOIN MYV 12 1OV 270N MDITIN NN DWNY TN NINT ; I TYNA MIAP A¥P2 NN

N YOy (regression to the meannnn 9ayd MNoI NTIAYN MOIINN ,PWHY .NIdNN DY NOY

NODIN (X) MYNNNI MPYAN DY NTTINNND DXINN DMIPIND NNITA .NTHNIN MYINIIN NN MLNY NODY
NPV TN NNTPIIN MY 1OVUN NNDONNA DIWIN DIPXND NON ,NMITHND DNPN DINVNI MY

NNV NDIINN DN TO YW IMLINI 3 INYDY 2012—1991-1 HNIWIN DPIXN DN WNNWA (2014) A8919) 4713 °
1IN YXINNN YN MY .0.65-D DY NTHRY NDIDNN DN DY YINNN YDVPIRN NYWY DN (DIRNDIY DIPOY) DITNN
DN YV YINNN YDVPANT NYVWA NNNSNN .0.07 YY NTHY NDIDINN DN DY YNNI YDOPINRN NYWY DN POV NIWnd
RYDN NM DOPYDYNNY NYYWA NAVNNN 65%-1D DITIYN NN TIN NIRNINDT,IVINL 19N HY TP NYAVN NDIINN
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95UN MMIDYN TO NOTHINY NNIN ONN NN T TIVNY NIVAND NOOPIWNT MYIDIN NTNN
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1.1%-52 5T YPOYN 1IN NNTHN IVINAN IOV YD PIOND VAN NTINIY NYIPIWNN MWD 1D
A(NTIAYN YN DITID 1KY NN DIRNN PNNN ORDNY NNINI)

NN D) 1D ,2IWO ANY DN NRNDTY ATYNN MEONN NN IPI0 2 PI9 . PPYTI SN PN
TMDIYINY DNMN PTON NN PN 7 PID .NPPNN NOPN PYOI MDA 1DWIY DODNN DDV
TPYNND DHN NN P NARNNN DX JNIDY WIIY PYN DNN NOEPNI NN IRNN T P9 .9PNHD
NTHRRD MINSIN DX INDD A PID,PNITINDN IX RSN N PI9 592 0N Mand mnn NN
.DoDN 1 PN
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NIPNN NAPNA 9PV D22 192991V D9D1N 0PV NI NDIINN U2 NNDI9D .a

NYIONN 9N NNPNSHN .1.2
NN DYON DTYNN X212 PR N1 MYNID ,0NA NN DTV ININD Y 11N 2002 INIIA9]

NPT DY MNONN NIV PN OINNT MDY NNNY JNAY NPIPYN DY ,2002 NIV PIMNDHNN
NDYON DY NN MWW NN ,2008 TY ,NIVTNI TPNONDY ;5 MMI0W-DD MR MDD HNIYID NNV
NN DYVPN DN .AYP DNYID ,TIYIN NN MDION YY DOMAIN DNN MNYY! 1O TPYIN NN
NDIONN 9PN NN DIPVPN ,0N DIVYNN PHPNNNY PIINN NX DITHN ,NNMINI DY ,TIAYD NSIN
NN TPNONY NYRN NTYNN .IINNOWNI DIWIN NNNTT DIYNY DN DIYWN INKY NINNN 11N
DNNYNL TIND MY POY NVIND YDOPIRD PIWN DNN NYYY PINN DMPIAN THYNRD TPy DHN
9N HNIYI MM MDION DY DY NVIND DNN NV DY NYIY GN NID T DINT .TOIND-P2
DNDIINY NN ,MNIAN DN YDINDT MVLIIN T DM NIPN YW NHNPPH DN DININNNY
0NN MMV MINND DNPNIVION 27 ONDIDN TON NPONY JOP PN NNNK TPYIN YN

1.5 P2 NY) NOIDNN NN IYRD : NDIONN NN DRNNA DN MWW IR TPNND NNDNN NTYNN
MWW TP (2002 DY DOVIVY DXPNNA YTIND N7Y 34,820—10,591) pwna yXIMNN 1OWN DY 5-5
P DINKR MTIPI 4-2 NYVN T TN NN NDIINN IYNRI ;2008 TY HNN MTIPI 13 Ty 11-2 55w ONN
7252 NN NTIPI2 YWD NNDY ,PWNa YXINND 1OWN DY 55y NDIVY TIND NN NDIINN TUNRD)
POY NNDNN DTYNNY NNNDNN MNNN NN NINNY 1N NSO 1-) M2

-27owWNn [132 /ON] NDIDN ON NTIPA NPXN) YTIND NIAYI NDIIN NN NN VP DTYNN MNONN
17y .%(2002-270wnn (NN [132 'D0] NN DN TIPS PPPN) 1INXTI 1573 DD DNPIM (2002
TN MNYYD WINDT NNIN NINRND ININDA 2D ININD W WTIN ,2003 MYNKID ,9PIND 11NN NOND
N NTIPAY 134 NPXN) YDLPRITIVI NPPN PPN TV TdO MIAPY ,(2008-2 ©IPNI) 2006-2 13D
D99 193 Y2IWM NTYNN MINDNN D PINY (2003 MY ,ONIYW NYIHD NXIAND NIDIND NINDNA NDION
AN DYTIN PN DIDIYNNY WY 1N 1D DY AN XNNVPN

2 .2010-Y 1998 P2 NYINWNN NMHPNI NN DMV DMNVIVLDN VNN MY NN PN 1 PN
-5 2002 2 9999) 9PIND NI NNNINY INKRD DIIN ,D0P OMNY PI DN 1D 2002-5 1998
22-2 QR NN DN TINND I¥ MDIIN NNV ,HNK MTIPI 17 TY 7 — NI DTN INNNN 0N (2010
22 9N DNk MNP

SV PNNNN PONN : DNYWM DN NNITH MIAN DININ OMPYN DY WIANND 1N DD 19N
TN NNNNN POND ; INNNNN ONN THITH BY THIRY 10%-2 NNANN 20% NNIANY DN THITH
NNANY MXITHN DY POV PNNNN DXPONN ;23%-D P — 1PN NPOM 14%-5 NNOYN 30% NNIANVY
NPONY NYW1A 33%-Y 79> 50% NNANY MITHN DY NNNNN PONM ; NNIRNNA ,33%-2) 30%-Y 1T 45%
.T292 45%-5 NN YN

12002 7002 DTN NTYNN MXINN — 1IN DN NNV INT .MTY X1IDIN MPY V1NN

.(2005) A¥IND TIWM (2003) ANIND TIWNA TN 1Y9m nann 2

99WNN 100%—25%-2 WNNY MDIONL OOIN ,NDIOND NN 12 NTYNN MXONND NNNINN NNNT 2008—2003-2 10

MNI 952 HNN MTIPI 3—2-2 DN PNV INNNN 2010—2008-1 .3INKX MTIPI 8—7-52 MINYNNN YY NNYY NN YXINNN

.NDIDNN NN D52 MXONNN YY NIIVXNT NNNINN NNTY 12T HYW INDIDL .YNINNN IOV TIXNN DY N2 JNANY NDIINN
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1992 0.05 Yy N9 ION NN NYOW NPYN PAD — DN NN NYIUNN NNI ONNOVNN ANNN
Y DYDY DY HININITINNT 19IND WIAYNY NMINNONN NTIAYN PIVA IWNINN DX D) 1 ; VONINN
2NN NYOW NMPVYN DY MNNIND PN Y 311,00 DOYIN DININNI

NP, ONTIND NN IO KDY NNKY DNN NN IRXIND NPIITI-IPN MYV D) 2D vHTND v
NN N0 ONN NNNANY HWND NI .DOWIINN YWITN NVIWI MNPNN DIMVIIN DI DY MO Y
YV NNNOINND NNV DITIYN P2 DOWIONN WION .DMTIIY DY IVIIIN 1OV NN NPNINY DX TAYHN
9OUN MYM) NN VN 0N IPINT TIIND IWIN> PYTY 7NN NN NI DINYIT DITYY H)IWN DHN
2N9N MYWH DN VNI

DYONN OXPYIN DXOIN DI DY 720XDN NN NV NNV YWD DY DNN NYY ,NNITHIN 29D
INIAN DN MNINDN MVLIIN DT ,(DD)7 DINYYWI) NODIDNN DN : VI 1DV DY

DNV YDV TIN IV NNITHIN 1DV DNV HIINMIN MPWN NIX INAD NIN2 DINNA DMIPNNA DNPND
DXVNNYN DMIPNNN .DMINKD NOY DNTNIRD DX NMNYND IWINOY 92T (2001 Ny 2004 Svnd)
NTIAYN YNON DY NPRNNN NN : DOYP TN TN NP 1IT P19 .07IPY DIPIN NWN MY JIT PI93
DOVIN ,INONND NNMNDIN DY YTRNY TY I3 9N 2D INYN P2 ,ONXITN TONINI WNIND DN NNN9IY
N 5 13T TNIN (PPOYN NabNN 1) MNNNN WXy (habit persistengeay nnnnna NN DOV
NOPON NN NNIYY G IN — NTIAYHN DIPMIDION NN DAY 2 VIONY DMWY DIV INPN NNV, IV
NANNN) TIND NNV NNNAIY NANND DOIMYNN NN IONXY 0NN MIAN NN ONNXY TN DY —
DM 75V XNNPN-PAN OXRNNN YOV INY TIIX JIT P9 NN PNION ¥ RO THRN (NN
NN DY NNYIVN NI DY MYPND O

.

NYYA YAIN DY DXTTINNND NTIAYN YO DY DOWIWN DNN MNPV DNV TN DIMIY DXIPNNN
oY NNLN MDNIN NN ,YINND IDVUN NIDI , 0NN M NYY DY NPDITINR : NPIDIN NPINTINND
2099 YN 0N NNNDIN DY NVINOPRN NTNIY 10N
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19 Yy ; NDIINN NN NN PNV DNN NYY 1997 YXDINID PN NDINN :DMNTIN DNPN INYY
WY PNYN MPDNY DX2IN SN NN NPV NPWN DY MINPNND 1OV NPVN DY N DTN
DNHN NV NN AWND D2PN 1PYAN DY TTIINND YT .95V NMHYD DNN MW NMYY P2 2PN ONNN
NONON NYAPNN NNV NDIONN DY TYI ININD DN PAY DHON INYY 29 DY NINMNDND MV 9w
DYNMN DMIPNNN 21 .INTDHRY MNY MOV DOLPN INT NN IT NDINY INNRD .NNN9IN
219 IR NN NN DN, DOY1IP DPNNI NNTPIIN MW NN NN NINIRNDN MY NDINNY
™Y 70WUN THD Yy NIMNNDD N9PND TOVN NN DY MDDIINN MODN MTNIN 1N TYNNa
DD DHNVYNI NNTPIND

(T99) NOY NININNDD NHTPN MVN P I2YNA :(Mean reversignysmnn 9ays Ny 95vn
9P¥2 NNYOY NIOIN NYNN .NNTPIND NNPNL NYON (N2IN) VYN IONVNY NYN DY 1OVN Y¥INNI
DXNNY DNN PNWY HYND DX .ONTOIND DY MPOND DD NIIVY XM ,I1OUN NNDONN DY MNP
N2VY YNNI I2Y0 N1DIN NN ,DIOY DR PTHND NIVNA INY TIAYY DXINM2 DM M) 1OV DY
DN 90UN MYN)I DY JTNIND 1991 ,59951 OX ,1P0N> NNN YW NOY D92 DIOVY TO0 NIND
DY120HN DHNWNN DX MTNINI DYDY D2IPN YN DY TTNNND YT .NVN 299D NV MM NYWH
DIVIN DY DV NN (NNTPINN NIV 1OWN PNIPWYY 21DT MNWN IR) NNTPINN MY 1OV : DIRIN
0NN NI OV INTPY DNV
MDIONN DY NN .IOVN NNYONN HY NP DOV AR NMITNHNRNND VIV YIPN TIY qON
;DYDY DPINA NYN D) NION ,027P2 NNMOY YXINNY NPDINY N9 P DVIYA PR NN
TOYY DIVN TIND DM NPND DMWY DYDY DIONN DNDVPAND D1IIVN DN NPV [ TPUR)
NYAYN DIPNN DY NIROYN , MMV .PYI MV NN MNOYN DY )TN N1 NTIAYN NOIONA
MPWY DM TIWN MYWMS DITIINA AN MVLNY N9BY 1991 **M2ImIN MDIINN HYa W DY by
IOWY NNIN TPND .NPPNN NNWI HNIWI DIDPNN DY MINNND NN 1SN NODIA 4-3 PN O
1923 199Y2 MTHNM L(1998 21NN N7Y 9N 37—31-59 Wi NNRDN NIVNI POV STV DIN1HN
D) 195,99 NODIN MIAPYI N PYNA YINNN 1OV NMYY DXNN ST NITY 1D TIVIY ToN I3
40,000 Sy N2 DIDYY DXV NITHRNN PON RIONX V2N IPNNA .2005—2001-1 XOPHIN XY THN
NI IN) PYNIA POV NIVND YSIND IDVNN 56%-30 NIPYn DIDDN — 1998 PPN MO Ny
NN D) D92 DT DAPNNI YNPHNN 19NN NNV K¥NY NT IV ;>°1998 MWa PPoyn
DIYMDIINY PPN D) NON ,YNINNY NPOIN IAPY P71 DOVNIYN PR AN DPYYN DIDIWIN

298D ©PNNN TR DY INMYY 295 15TYNND MMVY NPIPNHNN DNN NNITH 1OV, MR DN NNITH DY 0MINMY D) 1D %3
.DIPYNN 1DV 5Y NN NN NYW DWW 1R MY
DIV .NADII 4-) TPN N — (1998 YPNNT) N7V GON 30-3 Y NPPNN NMPNT THY DIV YWD NDINN BN 9D >
DMN 91995 PR 199 DN NNNDINN WAVIN KD, NINMNDD NIV 1M ANTPINN MY 10 ,0ND 90N NN MONYNIY
40 DYPNI) MY N7Y 9N 30-9 HYN DMONYNY MTNINRN NYN D PIYY L(DNPNHN IOV NIAND TIWP Y1 IRD) MTNHNI
.DY12NNNN T3P 1N MNIND NN .(HINX MTIPI 0.02-5 0.01 2 ¥ DTN IT0) NYPNI DIINNI DNITHIN NANI N3N (9IN
WD — $20,000-5 TY MYAN NTIAYN APV DPMDIINY DOVIY IVPYN 27NN DX 1PN (1999) Auten and Carroff®
DNPYMDIINY DXVI9 WVIWN (2002) Gruber and Saezpnn NAIPNI NTIAYN TPTIVN NDIINN HY YINHNIN DIWHY
NPIMVYN DIPMDIINY DIV VIPWM TIVT ) DX 1PN (2016) Creedyr ; NYINNN NOIDNNN YWY — $10,000-1D M)
NOPY DTN NYXINNHTD TPTIVYN NDIINN NN NN) .NYINNN NDINNND DIWOY NWI — $16,000-7 TY MYNHN NTIAYN
(.Statistics New Zealanthn x 5w Bureau of Labor Statisties »mo1on
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WX (2002 ,Gruber and Saezwnb NI MTNIRD MXIN AR INYY 9DY 92T, TIND NPNTIN
2TD215yn DMIPAYRN NWIYWIA K¥N) DITVY DIV NN NONYN

,DYPNN DYNONOV DMPY APY MY MPTHA DNINND DMIVYYL ANIND 99vWa INIYN-IN
N NN DITID NN T NNPIN NN KXY, 0TIV MTINNNA DT )NIND-)PAN INDN MANINN
NN (NVN) NYYN AT MOLND NYIVY N ,TPONY M) IOV DIODNVHY DNNYH DT DY DOV
IYON NN PYAN DY (TN MY 1OV SHYI 29P2 NN MYV DN IDVUN MIYIID D TOIND
,N2oWNN NK¥I DNAY VIO MMANND DY DXNPINY DNNWN 91900 HWNd VAN .07 NNoa THnnnD
APNNN NMDIIVIIN DY WAWN 1O IIN MININ OX PITAD ¥ NDINN DN .INITII D990 Ivn

VYN YNHN TY NPNN NPPNN NNPNA ANIND (337X TTH 199) 1IN 1DV )PNVYN-IX DRI
;DD DIV ,NT ;NNY DIV ,PYTI) NN NN NN GN) AXPNN 199 INKD (2005 21°20) DTIPN
Y1 5V OPYN T NPPNN NAIPNIAY DYDY NN NODIA 5-) APNN ; (MNY DNV ,NITHN MDION DN
5521 ,79WN NNT DY DNINN DIN NNAN XY DR SNPY DN 50172 19N MY M OWN
(2299 73 P9 IND) NIV 1O MNIY MNY AT MPNA NNV AP INNNN DN NIPH

PN DD 20T .NPMYNYN NYYIYI-19PN MNNNAND MAPYA YNINNY ANYY DNa NNNI
NIYINY TIOIN HXIYIA NNINDIN ADDN NMINNANNNN NPONI NYIANY NIANN NNNID ONMY DMWY
INNN DININD TIND HNN NPIYMY NIV DTRININD APY NN PYNI 9 TWND 2002 ToNNa
TN XONX ,D¥POYN INNNY DIVINY DINIPIWN WA KD 7PMXONNY N2 DN NN DTYNN NITH
0NN NIIYNA OXMPY JPNDY TIIRD NNV NIDIIN MPPYIN NN TTIVD )INI

NTRONIND MIAPYA NN DI PYNN — INIYI NDIDON MDY MTHN WN NPPNN NAPNI
90Va M2 ,NTAYN PIY DY 12802 D) NV YT IND PN — 19N INNRD PN AP NNNY 7PIYN
ION,NTIAYN YN TSN I NTIAYD WIPIAN T80 109N IMNNOND T 95 DYIN .7OY NIVNY VN2
NN NYOYWY DN 1DVN MYONID DDTNIND POVN INNVN KD NN NYYI DNV DY MNNIND
YY) NYOXD DXIAVNNY MWD YIONA NNNRD NIPN) NN NMNI DIDIVININ DI DY MIYawn 0 OV
0w 39NN DY IN AOWN NN DY DIXINN PN XY MION NPPWI DMWY NN L(DMWI9NN
MYIIIN M TNIND MVN INPNY NMINY NDD PR 199

YNNI HNN .NTIAYD NNNIN DIWIR PIAYND DTV NPITHYD DY) NIDN NIDIDI-1IPN NYIVN
NI2YNN MOV NI INVDNY IO NPN NPPTN XNINI HINN ONIPN NUYN DY MIWRIN
S1195 .0PYN NYAPD DOMNIND YINMIN (TIYY NDIDN NNVIAND NYNVIN ,NYVIND MIT ,D>TOON NINIANPY)
DXV DXTIN 02X MY — NI MIDNYN NI HHYA DOV DY NTIAYN YN 1T DN KNP
P — ([2017] WOANT IRT ,7O0 PINY MINN HWND) MADN MINNND D) 12NNY NPOIVIIN ,N1NITY
DOTIIND DY WAUND 91D 927N .NDM) MIDNYN NI YA DOVIY DY DYDY NN PHY 12TV
ND TN TOVN DY, TIUNT TINGD VP DN T VN DN NN NYOWH DN 1DWN M0

Gruber and Sa@znya D»wn >NY Pa TIND NMINYA DNDINY DY) ,0MINR DIPINY T, NLHRWA 12 M3 ¥
NIV P2 N 100 29 JOP /9T DIOWY DMWY VINIVYNY NINI (1,000 Y9 MNVYN DIIVY DMWY DMWY HWNd [2002]
/97) ©IOYY DY) NNV IDIRY MTRDN MY MPITA (NHNRNN , DMV DY DNV NN 447 /481) THNI DIVYN
DY ROY VYN BIMI DI THIND P ,INM 10 99 1O
MMNN DY DHNINND YR DINONNY NN .DMWIN YW DM9395-D»NI1IN DIINRND NHN Yy DNPP MPHNA 20
MTPRA DONN DR PN MPIAN ,IIUN NNZANN DMNYN HYW NNV MNIN
DOV D) HWNY DMWY DIARN YHYA DXPIV IY INIXIIDT 19INT WWNY WY NN PIwa MTHN >
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NN NYYPOW 1MV PINNY MY DNN 909 NNNN KN DIDWY NP ,DNI INNDINN DI N
MY NYY 99X 40-ND NYYNY DIIDNYNRY DO0I9Y IMIN NI IN 1IUN 299 MTHNN

DNTININ AXRNVIN

VTN (1) INNWNA NYHRNYN 10N XMIVN 12U Y DIIWN DN OINYWI DMIPWUN T TINRD 1D
MOLWIN DYY .11 INND 1Y DMIPNNNN D3N (2002) Gruber and Saezx nwnIww NNNWNY
.DMWN TRY SV DPTINRN NN NORYN

W INZLZ) = a+ B I{(1-T,(ZD)) [A-To(Ze)} + 8- In{( Zi ~ T,(Z) (24~ To(ZO)}

+ 7, X+, AX Dy + 4, IN(ZL 1 Z8 )+ A, In(Z0 1 Z8) + 1, + €
;IUND

MWD > PNNA L(=3) NINNKDD IN (JZ0) NOTPIRN MWA | DIV YW LI NNTHN 1DYN zZ

L0V HODNIN NPWN NV NN RVAN In(Z; / Z(‘)) T2295 .NNTPIN
Sy HNN YDVPANT PNIVN (NMINXIAN DN MNIND MVIIN DT ,NDIINN ON) PN DNN NV TJ-' (Z} )

I2IN) NN IWOWN NN NVIN 1—Tj'(Z}) PY . IMNKDND /DNTPIRN YA DIVIN 1OV

DMON MIAPYA 12 5N wwn N gpwn I{(1-T, (Z)))/A-T.(Z))}

VN PN ,NNNAIN XY NINMNNDN MV YAPN 7PN T DIWIY YOI NNTHN 1DUN Z,
NRTPINN MY 1DWD NNT IMI 7PN NININRNDN MY ININ 1DUNY DINMIN IND .NNTPIND
(.DININHDN NIV MINN VN 1IN NINN DY) NI TUNNI) .NNIN NINON

NI TIMNDN /MDTPIN MW | DWW S 11w By NNN DYRNN DN Man - T (Z)
virtual -n) MEYTIN NN 9NN Mwn NN gpwn IN{(ZL - T,(Z)) I(Z, —T,(Z)}
NN9TINN NNRNINA (income

Fn955wnn 1PN DT DIRDN ,ATINDN — | DIW HY DWAPN DININNN NP X!

7901 ; NIMNHDD MW (11272 5)M) 90 — T MY i DY) SW DINWNN DIMANRNT NP AX!
JNTPINN MY NTONY DXTHN 1901 ,NINNKBD MW AN Ppwna (18 D) Ty) 019N
YNINOWNN ANNN ;0NWN P2 YTONY DXTON 990/ ,NIMNDD MY 1TONY DITHN 190N
IN MWD MWI-NON 12YN) NIMNDT NDTPIN DIVW P 12 INY NPWM NININDD Mva
DTN MY DMINHBN NINKY ¥95990 QN ; (79501
oNNWNY NADN Tab H TN mNaYp NINa 019 0PV YN NPPRN NNPNA
DOYN P2 NN PYN YDPY DTN MNANPA YNV SDUYNNN MPYN DR D) 0XPI0NN
FrnTpinn mwn 1y 119N 0790 IR P NIYNL XA ,NINRDN NNTPINN

MY DI DN DTN NI PO GNNWN XN 12V TN 12 THY TPDINY INRD 190N 12 %95 nyapy Noownn nm *©
NN : AN DI NTOUNN NN NN NPYIN .NOYNI 30 2325 MTNND NN NN 1OV ,NPPNN NNV D51 INYOWN NHI D)
NINR 192N, DM N TINTPR ,TIITPR-ND 7NN Y ,Nom
.(2012) ©INNY VTNV ; NNV DNV PNIND NIVIAY TONN : IR 4
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MINDND TAN 939 30T 12)) THXI NRTPIND MY | DIY) HW IVII NNTHN 1OUN NPYYY 0T D!
YRINNY IOUN NI DY TTIINNY TYN MY MNWH .(1POYN NP 1own

NVIANY NN (-1 M) NNTPIN MWD MDY Mva I DY) YV VI NNTHN OVN Zi1

NIPY . NRTPIN MWD T MY P 10112 19w 5NY NN "W NN gpwn In(Z/Z')
.DIYNIN 1OWI NNV MIN NMDINN NN TIVIT TN DY KA M DVIIN NN NTHNI

MNDIANY ININ (-2 MIY) INTPIIN MWD M8Y DMV | DI Y¥ 1012 MITHN 1IWN z,
-1 MYY T MY P2 101712 13w SNY NN wwn nx apwn In(Z,/Z',)

L9V SY MINKI NYYITI-PN MYAVN GpPYNN ,NNTPINN MY T y7

PN myv &'
VI NNTHRN IOV DY NN NMDNNN MM — £ :IPNNA PRIYN TPINA DX DITNIN MY

217 .(NDIONN NYIWN) NNYTHN NDIOND DN IV MITHN IDVUN M) —F ) NN NYYY DN
X GPYN L TOIRD NONX DMIPNA 192 ,NNYTRN NDIINN 20NN MNYNN DX IVINYN DIPNND

IX9N-NON NMONNN MYMN)
MM NYYD DN 9DVN MUY PPN 1012 IDWUN 299 MDOPIVN MITHN IDTY DMIPNHN A1)
TO Dy NYAYN DN NNNT T NTNOD MIVY NOOPIVNN MYMNIN 1DWN DY MY Y95 7772
SN DN 0NN DNIAPN DY D) PPV ININN DY NYAVN NI TN 0 1991 — NIDOYW NTIAYN MOIdDNN
INT — TPNAN NDIINA NPWYN NN D) DI DIPIADNN DNINWNN TYNRD NOOPIVN NTINNX TNYD TWIN

.(2002) Gruber and Saez

TMYNIN .DMTIP DMIPNNI NNINY MONMNNDY DT XY NPNOITIND NPYI NI HO0N MIPHN
— VY91 HY YDVPIRN YWD DNN NPV NPV — S1DIDN A0NN MINYNN NN NNV TOY NYIN
NPIYOY NN .DIONN MYIN DY PN NT PRI L(DNDTIP DIPNN WYY 29D) 1)7)2Y DNN DTN 29 DY
NN DXYTHRNN NONYD : MY MP>T NIIY ,DIND PIY DNTOIND NN IV )VTIN MINVHN DTN
My 9 Sy DMAN PAY ONY NIYNY DO MAN P2 (5%-1) 10%-1D 91T Y9 DONN YWY DYPIVN YD
DNYN P2 Y91 YTANN DOIRY DXPOVUN NN NOMNIYNIY MYNI NPT NIIY TOH q0M ,0X00N

#10% 5y NI NINMNHDM NNTPION
0NN NYYY INRD I2IWN DN NYYYIA MDY 2IWINT DPIVAN PONY NN QN DY 1MIVN 1PYIN
NMY22 MNPV DMITIP DIPNN 12N DY D) NYWN YXINND 1DUN NIDI ,IDOVUNNI W) IIWN
THINYNN 2IWIN2 D) MYIN DX DIVIN DT DIV DX POD DN , 1202977 MINWNI YINNY NIOIN

MTHN D) PINY NN 129 (2016 ,Creedy et ahra) *9Iwn ©HRN NYWA NPWN — MPYN 12007

TTH 292 NIMNND MIYD IR DY) NINTPIIN MY SYH2 1DVN DY DOINN ION 1WN NIV
NAPNY MINND 1DVN DY 1MNMVIY DY) NIMNNDD NNPND MINN 1DWN DY NOX (108D DN

ST97 970 %99 MINANPN N2 THD DY TIYI DYNNN .NTIDN 1)PIY DY WAWND MIYY DN N1HDINY 190 42
12 SNAIPN-PA ORNN DOPY PIONY 1T NN N TNNI INNWAY DY POV 190N NN T192 2%-51 ININY 1 nvn »
MTIPI NYAP HWND) DXPOVUN YW DIYIIP DXANI YNDA DOIMAND )NAYNI DINOIN PRV T 2PY DHN NN YNNI MNYLN
(MmN DY DT X2 NN
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WD DNN NPV O T ,NNDIN NPYIN D210 1R MNRNN IOV (19180 DX PNNN TTH 290 NNTPIND
NN MYWA NNYN 2WOIND WNRvNI NN DN
DN NNNNY MTPY DNV TDUN MYSNNI MO0 TANX) NINMNNDD NINPNY ONRNN 1OWN

75295 .(2010 ,Blomquist and Seliwns w7) 01wnn H¥ 0»5555-0»NI12N-D»9INNTN DIIINND
: INAN NTNNRI NYWRNYN

Q) Zi=a+BZ + X + M + A4 INEZ 1 Z )+ 4, InEZ 1 Z )+ + €
5¥ MNN 19UN DX YINY 1) DHTOINA NI Y0 DN DINWHN DX DHYNN DIDN TUND

(1) PNNWYNI D>PADNN DNINYNI Z(i, N (1) DNNWNI Zlnu 12 PONN9Y ,NINMNKDN NMPNA | VIS

ATHNA NOPRY DYDY IMTA MNTPN MWD 1NN (ZL) NIMNDBA MW SRNN 1DWN PH

21) nxnwn Sv PN

Pmrrann MNDHN

MNPYN NN DPADNN DIIIND MTNINRD NPIIINN MIRHIND DX 1M (1) IRNYN DY DD1IN 1 MY
DN 70VN MYMI) (1 7I0) DXPOUN DY NTMNINI .DNIY YIDY 72V YOI NNTHN YTV 1DV HNY
NN NOYN NN NV (NN NTIPIN DTAND) 1% SW 5y 99195 ,0.03-5 DY NTNIY NN NYYO
,MVYIA N7Y QOR 40-1 NYYND DIDNWNY DIVIND MTNND NN DN TWND .0.03%-51 1VI111 1OVN
MO0 2N NTINN N YN *2 V) 0.05-95 PYIM NHTY MWD PN NIBDI YIPND
712X 75V OYHYaY [, TIYY NNT ; DNN OO NNNNI DIXRNNDI TN IDWN YAV ToN NHYRILY UNID DY)
D) DM NTIAYN YA INY N2 NVOY DNY YWY NI DNN INYYA DMNINYD )N NPDNTIN NP v
MO NPV NPYN P2 DORNNN NN SN NI 6-) TN .TONY IN NTIAYD NNHN MDIDN VIONY DI
NDY — NYAPNNN MVIIIN .NNTPINN NIV DNN GO DYN INNNIY DNV 1992 YINMIN 10V N
N7Y QIR 40 SyN DMIDNYNN 2P DTHNIY ND NMIT — YINNY NPOIN DY MY ,0XNPN ONINYN
(2 7v) mwa
TAYNY I TOV NVN L, NNTRIN MY 1O5UN 230 MYYPIVH MTNN NN 199y D1 DMPNN
NIINN 1PV ,INNN (1) : DD DT MY DY 1951 DINIWNN 1DV TO DY DN NNNIIN WAUN T8O
0NN DD NN NNNKD DINIYNIN IOV 1OV, 010N 91PN (2)-) ,ININNN DLW MW 7P NNINN NTIAYY
9Y NTRIY NN NPV DN IV 1DUN MYV MZYN (5—3 DX NV) MIOPIVNRN MITIND .Y
N7Y QON 40-n0 TN DIDVY DXVIY DOVINIVYN IWNRD 0.10-59 NYNHNY 1N 7OV OHYa 19pa 0.07-

: ININDA MWY MINA 15w Sv 1avn NP ¥

{( Zé - Za)/zs} = +181’{( Z(l) - Zo)lzo} +71X| +}/2AXI' +ﬂ,1|n(Z(')/le)+ﬂ,2 In(zlllzlz)"' Hi T &'
MY N (MINMNHBA MY YV DY DPNNI) ((50) IDTPIN MW 1012 MNTRN 12w Y9N NN wdn Z j wxo
IR) T ANNYN THO SY YTANIY NPIYIIIN .(2) TRNYNL DIIDNI DINWN DINMN DNNION AN IR ,(j=3) NININDN
.(2) PRNYN TND HY IZAPNNY IIRD MINYT (MIXIN
NPT NMYIL PRY NPA,(DDI9 8,500-5) MNIWNI NTIAY 1PH1 DN NN NMY DY) PDONYA PI91 MTNNA 9331
20NN PRI ITND OMYT ONTVIN 127N ONMIN D) MDD MTNNN .2010—2006-2 ONOYW ORT
MY NYNN NANN .NININNDN NIV VI DU HY 1M NNTPIND MV IV 1DVN HY )N NHVIN NVNRIN NYNN 48
91 MY DN TOWUN MY HY DIITNIND NN MIYN NN VYN 1151 >21N 15Y DY NYINT NININDN
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DY NYIY MYDINY NPD MOYPIVNR-NIT MTNNI INNDIY NPIWVIHIND MIMI) NON NNYIN) .MvAI
MOVP NOOPWNN MYIDIN L(TYNNI 2 MY INT) TPOYN NPYYD TNPHNI DM NODIY INRD .I1DWUN
.DPHYN OMINNDN NYNN NN MTNINNN DOVNIWN TWNRD 0.04-2

0NN NN NYANN NDIINN NYOWN NN GPWNY NINYND — NNYTHN NDIDNY DN 91DUN MYIMN)
Sy NDW HOMVYN DIDVYY DOVIN 1P NN ,NPNAMN NPX NN TN (-0.06) YOO Ty DY MNAND N1y —
DN DML IVINA NNTHN 1DWN DY DYTHN 2P DY DIWIVN DINPNT DINWUNN .N"Y 9IN 40
DN ANV TIN NI — DMNN TINNI NNANN IOWN 9291719 12Y 19IND DNNNA — 9NN DY LR NP
TP MWD IRND OXTD> DN YTONY DNV DINIVI-ND ,NDII) NYIUN WY ,DOIM-RD ,00V)
19IND DYTIV (DN DIN) DMNPYYY MNDTN NNVN DY DIITOIND .(MINID NINX NNIINN — DOWI VI9)
9OWN NMOYY 5D )0 1D LYSIIINY TOVUN NIDI NN NIPYHY NYIMN — NPWYL 1OYN DY PN
MNANPA DPOY . NINNDN NATPIIN DNYN P NORND NN TD NNTPIIN NIYN 90 NP NN
.NDIINN NYIVN DY 1OUN DX NPVPN DTN

TPNMONN NOYYNT TIWUND PN INY PNN NP IDWN 1YY SPOYN TN DININ DONYA
MIDNNX ,NNAND : (1 MO NN PR MIRKIND ,PONN NMOYN AXP DY NDIY T2 NITION NDIYIN)
SNYN ; DMINN DYDY MTOI ML MNP ; NRTPNN DOYYN ;9710 1IWNND SMIPY ;INIT
ANP OV MDY I1TO2 NITION NPIYIN) THININODNN NPYYNI 1DWD MON T 10VN DININ DY .0N)
DXMPY ;IINY MPNX OMPY ;INYNPI INNIVID INDNMI ;N2 : (NNXI PR NIRXIND ONN DTN
DTN’ D) 19D ,DTM PN MNNNA .DINK DOYON DMPY) 7DM»VIY” DMNIINY DONINP
P2 MSPRIVIN INWN NIDIN (NS NN IRNIND) AN DN HINN IOVD DN 1OWN T, )11
DYMINI NINK NNANN (NDVIANRN NV HWNID) NTIAYN PIVY MIVARN DY NPAD NIVNI — MY HINHN
DNNYNN DY MPXaN NN DOVIVYN TUNRD D PIX> MYMNIN MNITOIN NN NNPY KXY LYND — DMWY
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