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Figure 4: Simulated compliance rate (z
∗−y
y
) for four specifications: CRRA: u (x) = x−0.8

−0.8 , θ = 2; CRRA: u (x) = lnx, θ = 3;

CARA: u (x) = −e−20x
20

, θ = 0.5; HARA: u (x) = 1−k
A(2−k) (Ax+B)

2−k
1−k , A = 2, B = 0, k = 1.03, θ = 0.5.
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Figure 5: Actual versus simulated underreporting rate (z
y
) for the US, 1947-2000
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