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¢ȅƭŜǊ aƻƻǊŜΣ ¦ƴƛǾŜǊǎƛǘȅ ƻŦ ¢ǳƭǎŀΣ 9ƳǇƛǊƛŎŀƭƭȅ 9ǾŀƭǳŀǝƴƎ ǘƘŜ 9ũŜŎǘ ƻŦ {ŜŎǳǊƛǘȅ tǊŜŎŀǳǝƻƴǎ=

 ǿƘƛŎƘ ŜƳǇƭƻȅǎ ǎƭƛŘŜǎΣ ±hLtΣ ŀƴŘ ŎƘŀǘ ŦƻǊ 
ƭƛǾŜ ƛƴǘŜǊŀŎǝƻƴΦ Wǳǎǘ ŎƭƛŎƪ ƻƴ ǘƘŜ ƭƛƴƪ ŀƴŘ ŜƴƧƻȅ ǘƘŜ ǇǊŜǎŜƴǘŀǝƻƴόǎύΦ   

Abstract: Available data on firm cybersecurity often exhibits a positive correlation between investment 
in security precautions and cyber-attacks since investments are often made after a firm has been 
breached. Using survey data from Israeli firms about their cyber defenses, we overcome the endogeneity 
obstacle using an instrumental variable (IV) drawn from questions about a cybersecurity directive. The 
resulting regressions examine the causal relationship between security precautions potentially 
undertaken by enterprises and the likelihood of experiencing a cyber-incident. Once suitably 
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