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Development of the structural deficit in Israel, 2000—12

Yuval Mazar

Abstract

This paper examines how the general government’s deficit developed over the years 200012,
by disaggregating the path of the deficit into three different components—statutory,
structural, and cyclical. The statutory deficit is calculated as the difference between statutory
tax rates and the share of public expenditure in potential output. The structural deficit refers to
structural changes which occurred in the economy during the period reviewed and which
impacted on tax revenues. The statutory-structural deficit includes both these measures. The
remainder of the deficit—the segment which statutory and structural changes do not
explain—we ascribe to the business cycle.”

Our research indicates that although most of the variance in the deficit over the years derived
from the business cycle, in 2002—04 the statutory-structural deficit declined sharply, primarily
because the government adopted a policy of reducing the share of public expenditure in GDP.
From 2005 through 2008, the statutory-structural deficit increased gradually, primarily
because statutory tax rates declined by more than the decline in the share of public
expenditure in GDP; however, it was also because the structural deficit increased as a result of
a decline in salaries relative to per capita GDP. Beginning in 2008, the level of the statutory-
structural deficit stabilized at around 4 percent of GDP, similar to its level in 2002, as a result
of essentially maintaining the share of public expenditure and statutory tax rates. Based on the
calculation in the paper, most of the increase in the general government’s deficit in 2012
derives from the business cycle.

? In actuality, the revenue component also includes inter-government transfers (grants). We don’t view
those transfers as any of the three components listed above. However, since they make up part of
revenues, we will subtract them each year from the residual deficit, and we will refer to the resulting
figure as the cyclical component.



m1pn .1

97205 ,(bottom up) NIYN-NON NVLIWA KNI INNN NONHD PYPIN IR TON 1Y IPNN

POV N9 TV MNDVINN .(top-down) NVR-NYYN NVOW — INTHNT NYNPHRN NYINN
SY,ANY PYTH GR I9INY Q0N NNON PODIY 19INT MNNNA 112NN NYPIN AR TINNS ¥
YIMNN SY NN IYOWNN NN 119300 NRON T — NOPN NOWNNNY HPIPDAN NP1THN

DN T IPOYI NNPHRY NYOWN ,)IYIN NN YY DPOYN

DN NPV OMPYUN — MNVIVLON PYIM2 NPYN DX TR PN PYNIN 2DWa
NIPMN NIIPNI DN JMA NIN MWD 25V .OININIVIN) ININT IRXIND IPYWNI 1IVIVVLON
DYV2N H91D NT 20V ; NYION NMINNAND DY DNYIVN NN NN DI DMWY PN 1ON
95 (D¥PIVNN) NPNYWNIN-IN MIWNN NN NNV AN TTIN IPNNN 19N INKRD .O1VIDY
NN TN OMNN DN DPNVIVLDN DMPWYN VPN DT IPNNRY TINNTINNDN NN
YN 0PN DN NIN DMDOYY NYIIN TDIRY 1DOXR) IN-INVIVVON )Y NPYN
NYIIN MOV PON INMN DR OPOYN NINND ONMN IPNNN DD .OXPOYN IMNNNNH

.D>1°201 DYN XD DPTIIN DNPYNIY

PONN VILVLON NYIIN DY IIWNN TIT IR IR RAD PONN : IPDTI M2 INRNDD I
Y PT 50320 MNPYW P TN NYRYA 1T TIN NIAN->7I0VIVVON PYIIN NN TN SWIHYUN
NPYIN NN P9 4 PON .DX0NN NPTHN MODIDN NN THIRY MOVNMPR TN DY DDINN
NN 5 PON INNN NN NYINN NN 1NN Y0 DX1D1)N 0222707 NMNINKD DN 55100

.D2DN PINKRD PONN .NTHIY 2NN NMINONDN 190N

HVIVLON PPN W .2

TPV NIYIAND MNP ,NNNN NOIDNN P2 WIND 1B NTIAYI ITHIN NVIVVLON NYIIN
IXIND MNDIN INSIND ONYD NAVINKDD NN IRIIND P2AD ,YSHNN M NVIVLON OHN
S5¥ NNLN TR YXIDNN TNMINT AXP VITYI OINONIVIAN ININN NN 2WNY T2 IONOINIVION
DIVN NN DINN INNDD T NT AXP DTIPN NUYN NDPNND NRNYNA .OXDNNK NYIIND ,PYND
D WINN 3 DY ,2010 MVIY NPIN .NDITH DX NONRN NTIAYN N2 NIPIYN OIDNN NNIAPY
TIND PYNN DY YINND ANIND WD INY 7P ININD W, IRIY D)2 MTL N P92 DININD
MAINKD DNIYAOINONIVIAN ININT 2IWONT DIDII WHWNA 1T NIV IIND ,DININRD DINVYN

YNNIV AXPA DD ININD NN 1999 TRND YD NYI) YDINNN MININIVIAN ININD N2YD T2
WOIND NRNIN (VDN DNV TN ININMD YPNNA YNINNN DITIN NYY) MIYY NN 1.8 DY
TO NN PON) NDIAY .NMIDN MY YNNI OIPNPNN IONINIVIAN AN JTOIN NI 1IN



DTN NN ANON NN IOPNNN IONINIVIAN INNT DOVIY DXPNNI TINDNN DIRNNN

(1PN *Punn SY 1200 1NN NIRHIN

.(2012—2000 D)W YINIXIVIAN IXIND TIND MNNINN NYY) HIAND MNHND 11 9N

0.49

0.47 4

AT AT

045 -

0.43 4
oy
minn

R

mmn AT e 7pwn
0.41 4

0.39 -

0.37 4

0.35 +

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 201 2012

(=17}

YNV D DY HHPIVN YNNI DRIV P12 DY IPNNND NDLN AVIND YHIVIVVON DNN NYIY
MYN ININT NN IV YINNN DPWNN 297 NWUYI D19PWN 1980 NMIVN »IVIVVLON DN

L(NNN PIVN PN DY DHN NONTY 1) DN 37 G0N NNPNN NN Npna L1980
SPYND DNNN WIAPI MOPYNRNIY NN IMAIDNNNY NNTPY NOPNA 0 DPYn 1O Opnyn
0NN MOV NIR NDPTHN DN 2307 DY NIOIN L(DX0NN NOIONN TOA XD 1IN OHN 12339

AWINNN NVIVLON

995 715 .MV Y52 IXINA DXONN MDIDNN YPWNRD NIINA MIY PN NVIVLON ONPN NV
21191 I¥INI MOIONN DPWNY MY 71PN RIN 2010 NIV XD N’ YNVIVLVLDN DNN NYY NN
ININD WY TIND 2P 7PN 2010 MV IIND WY NN DY NNIND NRNYIN I NNN
NN D2PY T SNVIVVLON VD TNV NN MY NYIIN D) 1991 2012-5 1995 P2 yNmnn
9N ONVIVLON OHNHN MY P2 YIINN NN 2WN) MINKND DNV 1IVIVLON NYIIN

(2 9PR) NN NIRXIND 0NN MNPV DNIPYIN

792 1NK MW ,IXINT MDIDNN DPYWN NN YSINNN MNVIVVLON DN NV NN PN 3 IPN
DIVD TAR DXANIWY DN MNIAN NNV M) OXNND YW DINOPITIND NV P2, 1PUNT .NNIPON

.S’DJ‘\ﬂJ’N 19IND YNTINN IONX MNIVIVVDN DNN NPV ,ININT MDIDNN HPYNY T NIY

3.5-D NYNON TIDIPNN NMYY 1D DIV 1NV NNNON DY MPDIPNN NMYY DX IRNNN TON 1NIONN }
MY NMINI NOP NOVNNNY DNN IR D) NIDNN 992pNa .2006-2 YONIXIVIAN INININ DINK 0.5 ,TINDND
SIPYY NPONIN

LN OMDTY MOPYN 292 DIDPY DY NRNIN NI 5 PON3 ¢

59191 DHN NI WA DHN IOV >1Y NHWNNN NPPTH DX NTNNN DY DRIND 7P XN Y93y 1n»

DT NDM Y NN NI PPYN NDMA 1Py TOY MITY Ry Strawezynski, M. (2013) .93nnn Dy DHXINND
PIMNN NPT NOYIND Y5 SR NHWNND wHwn



NN ,2009-2 VI92Y,2009-2 2007 2 IINA MOIONN DPYNI NONY DTN DTN, TPYVIOY

IND NPDY TPNVIVLON AT ,NPY .H>NVIPVON DHPN NYWI NPPIN NN YN
DN MOV TN, NTIY IDWNN DINN MIINT DM NTIAYN PYWN DNN MY — 2008 MY
1.1-2 79 I8N MOONN Ypwn 2012 WA 3 PINY ¥ A9y PN DY ONN WY PPYN
ATPNN DN 42 200 1IN 2PNNA N MY SNV PIND I, HINK NP

NVILVON PYIIN 12 9N

55

B 0I0uon [Wan

4 4
£
&
-
=
a

24

14

0 4

2000 2001 2002 2003 2004 2005 20086 2007 2008 2009 2010 2011 2012
Daw
48)N3 009N MUIDNN IPYN :3 N
0.46
0.44
s e S e
0.42 4 4‘/4!—/**\\ o
———— o,
g~ = !
0.4 4 \\ |> DA 79w NoIFNY NIAWN1 2009-1 2008 DI
79w N2IFN? NIawnl 2003 Tv 2001 oawn
2 0.38 4
=

0.36
0.34
0.32

0.3 T T T T T T T T T T T T T

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
=507
--#%-- AXIN2 NI01NN 7.‘!&”’) ——h— TPVIVLVON ONH VY

2004 Y2 NN MNYWIA NONY NTNN DTN DY NININD NYAYNN D) 195 1T MY YOUN DIPOYN MNNN RIN e
AW MNTIN DNYN NNV DIWN IXINT MDIINN HPWNI NTI2 NV ITY IR NN ND T IYaVn ; 2008-H

LDYPNN NN ONWY



MY TY 2002 MIVHN .IRND DINDY DNN DI MNVIVVLDN NYIIN DY P19 PN 4 9PN
NNNON DWO MINPNIONP NIDND NNT YIAD 17N ,MTNA TP Y NVIVLON NYINN 2005
NI IND LININA THNDNN ARHNN DPWN DTN NNNON MYNNANI PYNN DY 20N YN
1M ONN MY DX NPNAND 1DPWNNY TIN I 1Y) R DOV 2008 MV TY MITNI NOW
LN NN NYININ 2012-D 2008 P2 NN NN DIRNNN HPWNIA DTN DY NNNNNNIN
YMNVIVLVLON DNN NYY DY 191 THINDN RN DV DPYN ININ DY 1INY INY IN MNAY DIVN

99151

IVIVVON PP MY DN :4 N

2001
-0.1

I TINR

o

CSSIaaXInD NN EEE onn Y'Y NRINN =e="01000N [I¥'A2 71720 72 10

0”1VI9Y BYVIN BY AIWIN — MAN-YNVIVLDN PV .3

NINKIND NP THN NN DOPWNN T1H2 D»NVIVVD OMPYN P P NVIVLDN NIYINN 2N
D212’V DI DMV D) IRV PYNI DN DIVYN NNV 1IN ONIX .NOVNHNN DV
STV DN HTIND TP NNT )INAY >TD .DX0NN NP THN MDIDNA PNYND

0201217 NNV MDD HY Y7 .X.3
PPN NVNY STINN Yy DD XM reduced form NOH STV DT 12 NYHY STINDN

AVINNA T 39 N TPIVDIMPRD NPT . 1YY DXON NMAN WD T 12 NVHNYN
9NN (NPPPNN MY INPNI) DXONND NPTHN MDIDN NN 27 PYTI NITNY TD OINWN
PV NMLN TIIN IWPNN 19IX YPNNI POY NIWND 1D 1OVN DY NPINWN ;108N 7 PNNI
SV MIRYN ;ININD DY I9Y NNVN TIIN IWPNN NDMINN M8 X1 DY NIINYD ; ININD DY
NN POV ANMN) ININD OY WYY NMNLN TIN IWPN BY 100 AN DN TN HYW HONIN NN
DYN DINYNN INY .DIPYIA IPOYN 1N MIDVTN IRIYND 197 ; (DXPOYM MIINND DY NN

LDMPIVNMPRN DININPNN NN PN 1 MY .DXPRY DPN IN DOPNIM

Brender (2001) and Brender and Navon (2010) ’




$HNVN NININ NYD9)INN DINYNN :1 MY

X NIV "o
n'on a1? 710In NINYN
t statistic DTN 20NN NINWNN
76.81 0.932 AXINN A7
-2.31 -0.032 NN 'RIWKRND NI7Y
5.24 0.111 NN NNRY
544 0.488 NIQ'N NNINY
4.39 0.616 DYN NNIRY
0.995 R-squared
0.994 Adjusted R-squared

5¢ STINA TPIRYN .(0.97) TIND M) NN 120NN DTPHN NMILN NINP DI DIV PN
15710 PRI MINAY YV 299, NPNOD I¥PN NNV

NYIRYM ,)NOY N207,0°0101N MOIONN — 1.7 TP

12.2

- 12.1
- 12.0
- 11.9
- 11.8
02 - 11.7

AV A
SNV

-.03

T T T T T T T T T T T T T T T T T
1996 1998 2000 2002 2004 2006 2008 2010 2012

Actual

| —— Residual Fitted |

PN DXONN NPTHN MOION 2011 Ty 2009 DMV ,0NMY ITINN P2 NN NNPRNN ¥ Y 9N
D DINNIN ,NDN DNIVA ONT MNYN DTN DD TUND .9INT 19INT DTN M2M0N MDD
DONNN 2.1-52 MO PN NN DNV DXDNN NPTHN MOIDN 97NN YW MNand mond



Y19 1991 DNV YD PXONY 1N L, (DNINWNN INY IN1NA) PN DTN MNWNY INND .YNINNI

¥ 2010 WX — 12 DNYIN DINWHN MNNANN MY — HSTINNY NDN DXONN MDIINN

5TIINN NN 0NN HVI NNIYY HIINA DNPN HVI - 2 HTIN IPN

0.37

0.36 -

0.35 A

onn 701
o
w
N

0.31

0.30 A

0.29 A

0.28 A

0.27

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
DY

—&— “u192 —#— TN ' 7y

27N NN TID? DY DX0NN MDIINN MNNINM DY 71V - 3 97N IPN

15%

10% +

C—Iown N
5% -
3 wn nney

A% T MeNa
E=33 nmnn NN

D hvma a7

—&— TNy

0% -
—+— JwiLa TN

S pa—— -y 2
2005 2006 2007 oop ﬁ.

505 o

-10%

12011 Ty 2009 ©MWY MTN MNWNY 1OUN P TPXPRIVINI 1IN DIVYY DTN MNYN NN DDINN NI
SY NYaYN1a 7YYY NN YR DNYA DXONN IDIAPN NTPY NADN NNVII MDD ;02PN PN RY MNYNN
295N DMWY DIONN NP DY 1DVN HY IPDHWN NYAVYNN NN DINYNY NN 190N DNV NYTYT INNIY 15UN



0.7-2 NTIY MMNN PN 2012 MY DXONNH NPONIN MOIDNN TN 19 Yy ,NvNnn Dwd
5 Y1) NPADN NN NNNY . HINN 0.8-2 19T 10 H92W Tiya ;2011 MYY NNNIYNI DINK
-2.6-2 DIN VNN TTHR YW MINYI) XN YV INYA NTHNY Tya D9I12PNI DVINN 4.7

(1919 PN INT) NHNNNI ,DOVINN -2.4-2)

2012 WA MTPNRNN — 4 DT IPN

6%

4%

4.7%

2% -

Cown nNe

EE xn N \
L I
NIt NIUND 0-8%

(=R IET.o R e B 0%
o wma 2012

* 0.7%

—e— utn W

—— 2wiea Twn

-2.4%

29

ey

SV NPINYA DTN DX NORYN NN NOyN 2012 MW DXONN 1PN TN DY 11000
SV NPINYN NN DONN OININ DIPRD 1IN N TPNTNND NP NMINM NI 10U
PN XIDN 10N

57102 0YADNN DNINWNN NINNIND — 5 DTN IPN

NI INN NNIRY

04

0.3 +

02 4

0.1 1

1995 1997 1999 2000 2004 2005 2006 2007 2008 2010




NIQ'™ IR

0.1

0.08 -

0.06

0.04

0.02 4

2010 2011

WVDYUN NINY

0.1

0.08 4

0.06 -

0.04 4

002

1999 2000 2001 2002 2004 2005 2006 2007 2008

-002 4

-0.04 4

-0.06

PN VNI 22N NINY THXMND PIRY DN VIONND NN NOY NPVIDYY DMIPRD THD DY
I OMY NN

PAD .DPOYN NMNNY DRNNA MHMNN 2003 MY PNPIVD NN NN IPINYY TWNI
N ,DPINN MNY TPINYY TUND .PYNI A0 MOV GPWNR 1IN MNTNN N NPWN 0 PPonY
SANNN DY PV N2 NPY I M) 129 .1PINNND TIND NMNNONN DIIN MNPV 1PN

VI92) ; DYPOYN PNTNN DY TNHI NHNXIND NN NNIPIVD NPNX NN ,IIUN NINYY TUNI
D PMNY AV ,PWNI NN NNY MHINMOHD INYNIY NI DI . NMINND DOIVHD vidwa
DNYA NoNY MNNONNA VT YA NI .MDIPN DPMV/MIVI 1P NI N MDY

10



12 AYNNND WY PYWNI 22N N1V 121N 2D PID) 101D LTIV IXIND DN’ 15V MNINKD
232NN PYINN DIWON NYa

20-YIVIVVON PPN 2IVIN .a.3

PIY DNIN2 I2N-NVIVVLDN NYIN NN AYND IVON .X.3 PYDI WD NN INNRY
(1on2 1 ANXNWNA 71 ST NP2 WIBN NN 2VWN) ,PYNI )20 NPV NINMD 1OUN NINY
NN INMND NOY NINY RO NNINN) NODIY TOVWN NMDNID NIMIPYN I1OWN NIINY 1PIY
9OWN MIRY YW DTPNI DT WA 9290) (1 INNWNI 72 DTN DPwn MNP 1OV NN
DY0N PNIAPN YV DOXNNNA NYAPNN NIRNIND .(2 IRNYY) (0.62) DXONN N»M) DY POININN
PN 2012 MVIAY INRNIND NINR 2NN 2IWOND ,NXONTY I8N ONNNI NIVIND 3 INNWYND
INXIND AN PONY DITNNN ,INN NN 0.2-5 ,N7Y Y TINODD 2.0-2 MM DIONN MDIdNN

(4 DNNYN) 2WINHN NVILVL DN DNHNN

£ 2IWOND YVIDIN 120N 9NN

1) AResidual, = Residual wage,(Model,)—Residual _wage, (Model,)
2) ATax, = AResidual, -0.62

3) ATax,
GDP,
AT
4) Structural _Tax, = Statutory _Tax, — f
B B GDP,

t

— 6 PN NVIVVLON NN NYYD RNV 12N INVIVLVLDN DN NYY NN PN 5 TN
NN MDIDNN HPWNY XNV 2)2HN IVIVVLON DHN IWY NN

232199 YIVIVVLON VNN NYIYI HIVIVVON VRN NPV 5 9N

0.48

0.46 -

0.44 ~

0.42 ~

04 4

ey

0.38 -

0.36 -

0.34 -

0.32 -

0.3 5
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

naw

O™isuoN onn W'Y W 22D NIIvVoN oNN NIV'Y

11



ARIN MHDINN HPYWN) 232190 IVIVVLDN VNN NYY 6 TN

0.48

0.46 4

0.44 A

0.42 4 W .3

0.4

My

0.38

0.36 4

0.34 4

03

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

onw

200 ICIVOVON CAN WYY --dee-XINA NI02AN ‘?,'.-em —&— onn YN '9 %W nionnn '7|TWTJ

qUIYN YD OMY DN 2010 NMIVIAY TD 12D DD TN NMYIIN DI IR 1NN 7 PN
2004 2 ; MTN T »)H2R->7IVIVVON NYIIN 2004 TY 2002-1 AN OHINN 3.7 — MY NNINA
NP PPY XIN 2008 MV ; MPNNA NOY XN 2007-5 2005 2 ;NN NNMN INNI 2005-H
YA ; DN MNYIYA NNNANN TYNN WA 191 9NN 19U NN DTN KW AN HINKRD
YIAINI JOP INY VYN PN NOPOIN TN 2008 MY NYNINNY NO NNIT NYOIN NWNINN 2011
IY2IN 220 NY) N 91N TO2 NDY NINN YNVIVVLON NYIIN DY INDT MNINKRN DIV

ANINOVNR

PYIN DY MNNININ IXNN 2D OIRXIN NIPMN NNPNN DI DY 2555 19N DMINANND IWND
NLN-NOYN NVIVYA HNIY P22 AWINNKN NTNNN NOVND NIYININ DY ORNND TIND NM'T 220N

NYIIN ,DOPOY YNINN NN 1IN MIDY DNV ,2012 TV 2000-H ,)2 Y I .(top-down)
YNNG (3.5) YSIIND NYIIN DX GPYM (MIRNNA ,3.3-) 3.55) DXTTHN MW NNYIT Y¥INND

DMNYN NX PRI MAN->NVIVVON YN DY NYNIIND NN NN GPNN DT RN Jonv
NMPN MNY DXHYD1D IWNIY ,NNPNI MIN) DY MNPNY NNPNN YD NN DXPONN TUND D) )2
NN NAPYN NIAN->NVIVLON NYIIN DY NNIN NN DY NNX NNPN MINY DY NNN

AQLIVN NYIIN DY NYINNN NNIN DX NTIY

DMV P NIV WIND 2070 YA NP1 .ANY INNNN NNV NIXP NDOPIDIMN
NOVINKY N9YTY AN N3N ANOD MNHBD 79NN NYPI2 AP ;2004 MV NHDONOM
SYPINND TN MN 139N 2009-H 2007 122 20N NI SNY 9170 .2005 NIV P NN»PNOM

573 KDY VYN 22PN YN 2012 IV ,)D 1D ; NTNND NONN NV DYNY

.QLIVN NYINN DY INHDT A0 XN NN IR-1IVIVVLON NYININ TV NNIN DIPOYN NITNND 21D INND °

12



022280 MNP MNNINN 7 9N

6.0

5.0 4

4.0

3.0 4

XN TINKR

20+

1.0

0.0

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
oy
1200 I0INYON [IVAN = A= 2010 7x7w' 732 NIT 'O IThRN Q200 YYan - ® =quIYn [IyEAn

3 DNIN NN ,INNND .DIYA TN 9192 YN MNNANN DY 7PNOMIP-1T 1NN 8 TN
ANRNNN Y2 DXPA0N DN PPIVH IN 1320 NVIVVD) DXPTIIN DMPYNY NYINL NPYN
.DPOYN

551192 PN MNNNN YV 71199 — 8 TN

EEER -1 NNAYD NNNn
(Dmyn) nm7wnn

ESSITnnn DN

C—/Inmann annnn

/22777777

EEE nI0Iweon Annnn

—— Al ian 2o
gont

NPOM 2005 NIWA .2009-1 2008 DNWA VIND) ,DNVN YD TNRY NV MNNN DY NYIVNIN
NONY MMOYN 95 .(D7¥Y 4 PRI D) NINY NINID M) NYINN NNNON DY NP THN NYYND
NI TPIRY DY 9172 N0 MY N NINY 29D ,DOP0YN NTNNHD NYan 2012 Mwa )IYIa

NPIND IRY HY D)

13



MODI MPIT2) MINHIND MTINIY .5
ININIVIDN NN N5

NNV NN NN P TAD DY AWINNN YINIXIVIFN ININD DY DDIND N2NN NYINN VN
;YD DINX 1.7 W90 ANINN DY OUNIN YSINNND DTN 1973 MWD DOONIVIN pYnn DY
TAT NI2W OONIXIVION IXIND 2IWIND NIDN NV .Y NNIND NODIVIINA D1 THN NADINA
27 1 11 NN DX NIN TN IP 29 5Y 1WINAY AW 3 RN 9 R . P1807 )
T2 573 WONY D321, NNNDN MY IXIND I AWNNN YDVITVONN 1WINN ,2003-D 2000 P2
— TIND DT AIPNNN NNPN DMNVPITIRN MY DY YXINNT .IIN DITIHN INONIVIS D) D)

AMOLN NN NNPIN D DY 3.84-1 NXON NONPND YW WNN Y9 DY 3.93

12) NENDN MY SMYNYN NPNY 912> 2WONN MOVLIW SNY P IYaN 7 9 TPNN N9 Ty
DINK YN NI NI NVIW IV T2 KVANN 12T ,(2003 TV NONTY

ININIVION IHIND HY 2IWIN MVLIY SNY 29T 02NN PPN 19 9N

7.0

6.0 1

5.0 q

XN TINK
w B
=} o
1 i

g
o
i

o
o
L

0.0

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

0w

e 2012 TW P22 NIT DT WINDA A2 [WYAN s AN 17 D T TREIVON WINA 2NN VAN D AN

- =T W TYPII0 O T IRINIBIDN TEIND NN AN I8 1A

TPNDNN AINNNN YPWN 2008-5 2006 P O YNINSND .Y YTAND MPdYN MPNRn 1NN SN2
93N NN 1.7-27 ,MNIVN NN DI IPN NN 2IVINN 19 HY 1N HINN 0.9-1 79 IIN2
2WOINN 29D : NN NYIIN NWNIND 2004-5 2002 P .NNMN DI TIT 1YY 2IWINN 29 Y
INNINDN INY AN NN TP AN TPNDIN IRNIND OPWN ,NOIND DNININ 0N

J9DNN 1WINNN NYAPNNN

Menashe and Yakhin (2005) *°

14



00121 MHVIDNN HXRNYNL OMNTPNN MY 2.5

00NN NPMYN MDIDNN DY NTHNRN IRNYNL DNTPNN MDTNIN TN NN 10 PN

5¥ DTPHN ¥ NYW NI . PN APLD MMV HY THD AN Y91 KM )TN TINY MNYD
DIDVTN ONIYURD DTPN DY OOMNN T PTN XIM ,NTHNN T DX0NN NMA) DY INNN
T .Y NI IND) L2003 TY T ,0TIPN NMYYN NDONNA NP M1 PN IOVN DTPN
NPVD  NPANNN VI DY .0MNTNNT OO NPIVD NPINM NIDN NINY DY DN TPNNIY

952 MOININ TOIX 2 PN DTAN PRY TID 0N 12T, TIND MDTH DXTHN NPPNNA JPND
SNVUYN NDNNA DOTIIND P2 DITHN NIV

3T TIIIND ©Y9IVNDI9N MTNIY :10 9N

0.05

TN OWRD

wmnn

0.85 4
-0.2
08
025 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012
7010 Yo Tomn —.— ) o oM Yo ToNA —.— ) o
~~~~~~~~~ #7100 N ~s=es=== gAAN Y00 NN <essenees B9y 00 NN <-=<===< EOON Y00 AN
L nnn
1 03
08{ 0254 ™
06 4 024
0.15 aaaveiae.,
0.4 .
——
0.1 4 T
0.2
0.05
20002001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 0 Al
02 2000 2001 2002.299}.-2004 2005 2006 2007 2008 2009 2010 2011 2012
= 0054
-04 -0.1
70NN YU TOIND —&—y) Tox 700 YU ToIND —&—y1 Tox
sesescees EYPINO AN mmeeeeees panponn | | e FyImo NN seeeeeees NN 00 NN

R0}

18

164
1.4
12 4

0.8 4
06
0.4
0.2+

-02

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

MOMNN Yw TOIND

--------- 2y 00 NN

—&—y) Tox

""""" AN 100 NN

15

.Eviews 1191 5v >2>0717p1 w0 9y ooan



MNVIVL DN VNN YN DIDNN MIPYN )5

DYNONN DNN 12237 DY DIPMZPYN 29 DY ININRD NYY) DOPIVNHN MNVILVLDN DHN 2IWN
DN NN .INIYI DHN NIIYNI D27 DMWY IVN WON DNIVWN TONN .1980 NIV INN ININI
DN ,INT DY TN 1089V 1I0I0VLDN DNN TTHA ITPNWIY DX NN DN DY
DNV DOPYNN MY DOPYH MNINND DIV ,)ITN TYNI MNYN DX90 YV DHPYN
17182 MV YT NI MNINND DNV DNDN 17572 HNY Y NVIVLD NPVY N NMNYNRIN
INY NP NNPNA ININI DTN YV DHPYHN NN NIVYNA NXANY TTHI INY NPIYTI

JNVIVLVLON NPYN YNIND NIV NNPND

MYPWN Sy TANDNY DIPNI DX WYY IMNNONM S NVIVLDN DHN TTH T SMINI 799
SNNN 2D N9 APNIN (11 TPN) 2012 Ty 2007 YW DOYKINNT MYPWNI YNNI ML 191N
2507 HY DIPMYPYN 12W 19IND 1IN 79N 1N NRIIN ; PTIN MIPWY TIND ¥ ION TT0N

DNYN THO DY MOPYNN NN DXIAVNND TYUND TI DNHN MY 259973 ynnonn YxIwea onn
33) AN YOP ,ININT OXONN TO DV OPYN IV HNKY DNN DLV DIV NN, TININND
T 7IVIVVLON ONPN NYY ,2003-2 IRNYNA (11D DITHA TN OHNN 37 NNIYD ININ PNINN
GPNYN 1Y DTN .ANLN TN DIVPYN 2NNV HINKRD MTIPIY 7-12 DIPHNI ,HINK MTIP) 5.5-2
MYN DXWXINNT MOPWNRN JNPNL INY NYIT NNN NIN->NVIVLVLON YN NPV To2

(12 9YN) 2007

192599 MYPWYNRY $HVILVV DN DN NYIY HY IMTNIY 111 9N

0.45

044 -

043 -

042 4

041 -

040

0.39 -

1010000 0NN WYY

038 -

037 -

0.36 -

0.35

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

DY

—— 2012-% 2007 09wn |2 THTEUN MI0I000 o1 == 1980 Nawn NiTTEn | MIBIDLO On

0212 HT7AN2 MV PTY NI PN I2TH ,0NN 1297 DY MOPWNI DYTN TN OMIPY DN PN DN ONY J2IN 1
SMVIVLON VNN T Y IMNNIND AN

16



02IUN 919N 52539 HY MIPWYNIY 1N-"N0IVVDN PYINN MTIMY 112 1N

YNVILLDN ©NIN NYVa

0 =

6.0 =01

B0 -

4.0 4

XN TINK

3.4 4

20

0.0

2000 2001 2002 2003 2004 2005 2008 2007 2008 2009 2010 2011 2012
oY
=='121 "I0IDVO [I¥IA —#-T2%71 NRINNKD 01YN YW D'oNA 12N NI7pUNn

YININIVION AXINN DY DNN NYY NYIVN 1.5

NN DY WAWN IR MYV DNN NYYY NNINN DY NNWIN )2N->7N0ILVLON )IYIDN DIWN
NP NN NN NV NNNN 2D NNIN NDY WITND W 1T IWPNA OININIVIN ININD DV
OV IMN NOYI DTN MAN NNV NF2I DHRN NYY NNNN 7D KON 000N MDIONI

N D AUNRMY N NN GPNn 3 PN 34313 oonn Spwna NP IO ,oNn SV
TNYPYYA MPWYN IRNIND DIDNN NMD NPNI NPY PRY NN IR INDN NNIND JIMINOND
.onn

MNPYN YIVIN 1IN TPNDNN IRNINA DYTON INPN NNV 1D NI OX DOV NNIRD MIND

SPYNI NP NN IONONIDION ININT DTV OIN ,14’wasmsn NN YV nnonsa
2207 PYIN NTPDY AN IRINN

9YT39 DA PN DHN NYPY YW MmN |, 2(2001) X191 YPOIIEIIVD YW DNTIAY 19 Y
-2 973 Y9191 11790, THN HINKA DY 0NN NYOY AR O TIN IWRD 919195 ,0.12 NN )1PI192
0NN MWW 2012-5 2003 P2 .JOIN DY YAVN IR PPYN DNN NPV D RN NN 0.12
DVYTH0 IRINN VYN DN NPV NNNINN T MY 1 DY 11D .DOTINKN 27-32 \OP PN
NN NPNIND DN NMPNN TYNI DONINKX 13-D DY D910 DY) TINNn 117191 OODNN 3 HY
PININIVIN AN DX DTHID TAY2 1T WY L(2012 1MIY) NPNN P02 OINIXIVIDN NN

.717°20 NN YT, 01N ML IRIYID INDINN IRNIND D 12V 19IN AWNNN2 "

D) ,12DMN OPOYN ININN DY NMOYN DY NPT NNWN DY DNYaVN” .(2001) YPDINIIVD M) [ NAD B
73 ORI P12 PD 71995 TY 1960 : NI 1IN MM

17



DN DY MNOYN 0) PN) 910N TO2 DTN MW YN DNN NV NMIVPN ROD 2A8NY MO
(MMTMpn D7nva PY

T2 (13 A1N) 2290 1IYIIN N1NDND OMYHYN INNX OININIVIN IXIN OININN MW DY D17

MIAVNNN NOD INNIY IRNYNA I8N NN NP 0.1-52 T NI 2012 mva Ownd
22197 119 DN NYV P MDHWN NNONNI

59191 11995 DN MY PA HPHY NNONNY 532N-Y9HVIVVDN PYIIN MTNY 113 9N

6.0

5.0 4

4.0 4

w
=]
I

XN TINN

20 A

1.0 4

0.0

T T T T T T T T T T T T 1
2000 2001 2002 2003 2004 2005 20086 2007 2008 2009 2010 2011 2012

DY
= 1ON-TIVIDVON VAN —8— IN97 0NN MY 2 YW INIoNN @D AN 1AN-H0I000D I VAN

[=)247

YN DYTIN DY PP YT DY HRIWI NTNNT NONN NYININ DY INNNAND NN JM1A 1T )
DXONMN NPRY TINYY 22N 22D PNVIVVD I : DMY DX NWIPYY DDDN qUIVN
D12 NN ,29N 2397 HY D) THNDN PNVIVLVLDN 257D DI NYININD .DPOYN IMNNY
MINNNND MDY YAYIN 1N D»IN) DMIVIVVD DMPWYN YAVINN NIAN->7VIVVD NYI)
SV NOOPDAN NPPTNHN INKR LIV J9IND DIPYD IVANRND IONX DININD NYIIN P19 .0XPOYN
NYININ DY H2IPNN 2IWONNN NNV DT 2IWIN . TAYTI ONMIX PN D) ,7172297 INNI NHVNNN
DYPNID OYTYN YT HY 9201 IPRY NNY DI NN NMINNINNY ONMN NI : NINNT NN
NPY 1201 1RV NPY DI NTNNT NN YN0 DIONMN NXINM NVIVIY NYW ,031N)

.DXPOYN IMNN T DY

NYIND NNINN NN DNMY L2012 MY 2000 MY P2 NYINYNN NNPNY DXONMNN TWUND
9197 702 NYT X NNNN D DOYIN ,INNNI NYAINN WINN TIT NINY INNND N1ONN
2006-13 , 73 NNN NDNN YN 2004-5 2002 P2 :INRIY Pr2 MINYITA NIPOPVNNIY INND

18




Dy .2003 TV INNIN M) 7PN NINNN NN NYIIN NAY MY ,2008 TY MIITNA NYY NI
TINSIND ,INNN NO0N NIYINA TN DY) DN 2009-5 2007 PaY DINID ORIV 232 MHNTL ,NINY
ION DYTHIN NI MM DWONN TITL IR ,MDMONL 1T DOONN MOIDNN NYN DNIVIAY TN
MDD LN NN MNANN PNYIIN 2012 MVIAY NRXIND DYTNN DOV ,TD DY 90N TN 1D

N5915N MHNNA XY, NIMNDN DPNIVA IN MV NIV MVLIVN P2 IPYN DT7a0N

MNIPN

DYIIND NITO /ONIVII DYONN MDIDNN NOSPNY DTN ,(2001) .y 912 e
ORI P2 1D

NNV TDVN MIPYY IRND NNV OONIN TDWN MYIAPIN” ,(2005) IO N O NIAD e
75-43 ©TINY 77 ORIV P12 IPD 71998 TY 1968 NIV — I8P

e Brender A. & G. Navon (2010), "Predicting Government Tax Revenues and
Analyzing Forecast Uncertainty" Israel Economic Review Vol. 7, No. 2.

e Menashe Y. & Y. Yakhin (2005), "Mind the Gap: Structural and Nonstructural
Approaches to estimating Israel's Output Gap, "Israel Economic Review, No2.

e Strawczynski M. 2013, "Cyclicality of Statutory Tax Rates", Falk Institute,
Discussion Paper 03.13.

19



NA)

2012-5 1990 1°2 yMNNINN NN 09°201N DI 929V NIYNY VI ¥Y8IMNN 9OUN

NNID DT NNMN ()2IX YPNN) OONIN IOVUN DY NYNINNN NN 2012 vl e
.DTIPN NVYYN NNNA

(113> >PNNI) XHNIN 1OWN HY IMNNINN NN 20N NPADN T2 IIND MNNAND e
MPTDN ONYA

1T MNNANM WD IINN DY 8P NYIY ION OIS SNNNA OININ IDWN MININKD DNV
PON DNNN DY W OO MXIND TYN NN AN DXONN 12PN P2 DN DX NNPNIN
LSPN NNV NNNYNY NN NN NI ,PYNI 220 NPWN

NN NOYN NI92 DY) ,DOVIAP DNINWNIN N> TWND YD DX0I) NYIYI1 D1VITIVD DTN
NN NN DNN NPV NNNNI ,IVINDY IV 1OV DX NPNAN YNNI 51T )IVIIY IV 1OVN
INONNDA YSONM WIPIIN DY NN NMION NMIYININ IV 1OVN NN NOYNI 1V 1OV

WPND W MDD 19NN NN IOV 1IN FNNNA 1OVN 12 DTN PR PNINONA YD PIND WD
YPNND MON NN VY 1IINN 2NN PINKD NYYIY INRD IXIN 1PNND IDNIN IDWN NN
LININ 2NN IDVNN MNS N2Y 12NN XNNNA I1DVN ,ININN

(1) 9PN INT) T2 IINN AWNRND NP NN PN AP NOY WD 1NN 2012-5 1990 P2
TN .0V DY WAUND NMNRY NN XN — WD ININD XD — T2 IXINN D WHYTID W)
LTI DY) WA AXINM T2 IIND,MOIMNNTIIN,PYNI NPIDYNN MYV NIPY PN TUNRD
95V T2 ININN P2 NN IWPN DY NI DU WA AIND P2 IMITHN IWPN 199)
OWIIND DPOYIND MOV PPTI NN TAWD AN WD NN DY Mnn . Tw0

NN NITHNA POV MPTLN ONYWI NPIDYNN MOYA DNY YTV ANON . %op _ L
Y
Aabor

AW ININNN T 1DUN NN PPN,V AININD NYON? TV ININN

20



DITIING DIPOMIND NPV ,TIYY 99NN YPIN WA 98NN 1. 9N

0.46

0.3

0.44 4

0.42 4

0.4 4

0.38 4

0.36 4

0.34 4

0.32 4

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

‘—0—(n'10|‘73|x:\ D'P0YINN IY'W) TaW? WINY? p7n7 w97 wmn

AXINN

oy ,NNV NIXPYI NNV NN PO NXIN VI DY MNNINN NN PN >To2

NNHXN NNV NIIX NPONVIN MRHIN NMY MNP WDV THINRD ,1I0N MNWNI TAWD

.NaD Mba

S5TIND MIRNIN : 1.0 MY

Adjusted PNN NMLVD N2 OV DTPNN | NN DHYN
R-squared T2 AIINN
0.92 (0.06) 1.13 2012-1980
0.82 (0.12) 1.19 2012-1990
0.82 (0.11) 0.92 2012-1995

DNYN P XPNT .N9I8¥NY DNNNA NXT ,TAN 220 ¥) T2WY 1NN YW 0TPHN YW YT0IND
PYOIN DHRN MNNON ¥ 191 (PN 1IN KD DIIN) TAND JOP N¥P OTPNN 2012 TY 1995
N NIYWNY NP NPATH NN L0923 ;510112 1OVUN PNIYN HY 10) 10w 91THY NN N NP

21

.90 IPNN NYNT



