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Furthermore, international experiences demonstrate that ‘ lower income taxpayers and 
those with more dependents have generally experienced larger percentage increases in 
average tax than have high-income families or those with few dependents, both 
because inflation erodes the real value of exemptions and because the rate structure 
are progressive’ (Tanzi, 1976: 215–216).  As a result, the annual adjustment of the 
statutory tax rate in combination with tax deduction according to the price trend has 
recently been the most popular means adopted in many OECD countries to rectify the 
negative effects 
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The CRIP shows the elasticity of net, that is, after-tax, income to taxable income, and 
is defined as: 

�!���<�� � ���^�û���<-T) / (Y-�7���`�������^�û�<�������<�` 

        = (1 – tmar) / (1-tave)  

        = [d ln {(1 – T/Y) Y}] / [ d ln Y] 

where Y = taxable income; tmar = marginal tax rate; and tave 
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6. APPENDICES 

6.1 Appendix 1 

Table A1: Estimated Real Average Personal Income Tax Function for Taxable Personal Income 
Range between 10 000 and 300 000 euros: 1958 and 2014 

 
 Real average tax function R² 
1958 tave = -0.00000902725594x4 + 0.00151268116206x3 – 

0.09349617017108x2 + 2.79155224693159x + 
4.06269344903740 

0.9931 

2014 tave = -0.00001506601961x4 + 0.00257502270136x3 – 
0.15836489559227x2 + 4.25412262468126x – 
5.87076390678340 

0.9928 

2014 (with solidarity 
surcharge) 

tave = -0.00001593188675x4 + 0.00272259717316x3 – 
0.16740281526725x2 + 4.49525620537543x – 
6.24337980875862 

0.9926 

Note: x = Y/5000 + 1, where Y = taxable income.  
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