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[_HE

0= 71900] AAE ZE 25 o dske] 2T sk PHE Tk
ZA3cl A= AGAF 7 AdrrE 23 (transfer price) 2} F4| 2% & &
8 ZATEE a5 e Aefel T2 ALgHe] Sk T2} H2 Sof A

AAAe 2=as - gDt s Es gs 719 2489 dee
5 Bzteln kA D Qo A s)ge] A uE] Zrleln 2A3 7
7} BEHATA DA AAZ o 88 A2 Fele] 241837k Zoleh 2
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S olm gtk PN WA AfAT 447 250 drdon Fose
G ARIAS T2 DHALFS A B QY FE ol stel S A}
e Y AbvE 33T Uk BEE J199 348 292 <8 b
o APEe] Phstm, ARHTE FAZ o8 AFELE ARAP] 47
9wl ole SyIdah A A9 1) ARE AR SR A
o B3E Asdrhe vBE v g

OECDe] XA (OECD, 2015a, 2015b) o] W2 t=7 7]de] 2As]d
T7F A7F1,0009 €8 ~2,4009 €82 & 1AM U] 4% ~10%9] &gt
ZA18) 3] 27} A4S ARAHEA OECD 39752 25048 B MY 74
3= Y= =] Y8l BEPS (base erosion and profit shifting) TEHAEZS 321

Atk BEPS Z2AE= 3A 1572 o] gl 20151 G20 3733w
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1) BEPS ZRAEE 2012 G20 BA3|Hol|A oJdstglon, OECD7} FEste] 24k 157}
A AFEIAE 20151 G20 4743 ellA] o] 51819tk BEPS o]8) Z2 1382 15714
2 FAHC g, ol 7G4 EE, IgAVIEY BE iR, FEA ER
= 37kA] £ol(fundamental pillars) & ZA £F 5= gJon, old ZAHq ue} Hi7)E,
TEHT, ZH BYPor BFE 4 Jdoh A (2016), A (2016) HE
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ATl th 19A 5 Do) Fee) Beketa FAFHE A Bobsst
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R E

TAZE AeAate] 2 A50]3d A= Hines and Rice (1994) ol ©J3l A52
2 A71=). Hines and Rice (1994) & =14 7| 9] AlnAa53) ARl A
21

£ ol8Ae® distal 9len, olF uigew nlzo] WMAleS sk v

Hines and Rice (1994) & tH=4 7]§jo] o]n| &2 W A$a5S Suistetr] 9
3l 252 AME 7= o|dsithe 9ed /Ml Edsta ok BE i 17t
2A i AB|ALY] A ASolg} Bta, 55 AFAL 9] O|AAE, £E ASo|HN
golel 7S ) ADAE (1) 2 B+ 5, — E] 2 F2ldla oty ASo|dn|¢
O AT A, FA 9 A 74, oA AR AF e 250 E
=S #E 4 Yrh b Hines and Rice (1994) = th=27 719 AT F2H A5

(after tax worldwide profit) = = th3lel= FA|25E @3t ok

max Y (- )= N(1—7)[B+5— E] 0
i=1 i=1
s.t iSZS 0
i=1
AepzAL o|dase Fo] Gurh A BT AL onjal, 1k i w7}

A i AR - HAES gt A5 S EAR =EEE 4

Az vt 2.

A7IH AE HaBAD S5E nlet, 4 (2) & 2adeE dgeld ve3

‘577‘2
- = golsta gtk o71M e HlER

9B
ol 2y W eE Z/kths glold

4) Hines and Rice (1994)% AEo| AU &S B =L

52 oulath % ASolUH gL odas
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loglI; = logB;+ 1mA

o ®

oA7|M AAAE BE ARFoR ASHA FeEtes TAIE 7 9l 4 (3)
S A=EAN 3oz Al8st= Aol Erlssttl. webA Hines and Rice (1994) &
] = AAAE B FANQ,) A FEA B (L) E AYska A
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A%E 25 (k) FRolga ggoEn 4 (3¢ Agon 39 A5 g%
)

A7 Ak S2AEE SRlsE, it eAE elua
4 (W)F 2aPE AV} 4 (3o sl AZRAANN 0|88 F5E

Thsa o] =&dta lrh

o

logll, = B, + BylogL;+ BslogK,; + (,log A, + Bslogr; + (5)

Hines and Rice (1994) 9] 23L& Z71F2] FdH HolEHE o|&sle] F3 o]
7FsatA Rt 7199Ee] mAlHlelEo] A&sk= vl S AU Stk Hines
and Rice (1994) ©] 20| 574 =7} 24 AS|AP} B A A3|AF e B3|}
2 25% ojdske 715 tristet e BYomy, &% AFES 79T

P ole B dukste By S AAsta ok 79T
o

o vAlElolHE ol gote 7ol hEA FE4 2 vt 22 gHE L 9l

3 . . 1 §
5) YAEHR =3FE wd &5¥FE I, =5, 1+——A—2 o} 2tk
2y 2x(1—-1)

6) AT Q =cATLIK " 2 FRk e AFEEE 717 oA FojEn, o] Hie

[¢)
A Rapee dntshE Repolr] wiZel of7A Adne it
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o,
logll;, = By+ Bydry + BylogLy + B3log Ky + By X+ + 0, + ¢ (6)

A7 11, = AR} 9] tAE ANuAES oulst, 1, AFAL 7} A Fahe
du T L&A, K= AL iS {3 dnldth X & 71E B4 W
= A 7k $Rg 7k AXEFE qn|dt. dr, = AS|AL i7F XS = 7F
o] WM&} A5|AL i o] RE|A} 9AG =7ke] HMAAl&ke] A ofn| gtk
VA Gomix A3 250 G F= 29E FA] sl p,9 6,5 4
(6) ol F7Fetar ek g = AR TFel wet depAl = HjaE eES

T3ekm glor), 5 BATA de ARtel 54 wgste 2d5S T

W HIAES G- Aol 7] wZel AT E IHFE = glo] AEA

WA Eo] F2 AMEE D itk AgAES 7|99 A S Auas
U A5o)d F3dl upgl W] el AEAES AFEE A9 WA EAl
WA3E A @tk Dharmapala (2014) & o] ¢} 28 WA EA| 2 <laf B} Al
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N
-
e
O::
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=271 v
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Bl Al tigh Al 4 =
olu|3lY, BEPSS] Z7|& 27‘3'3}‘{“3] AHEETE AEAAE AS|AE A =71
HRAA oA BIAF 22 F7he] HRAMES WA ALsh] i g, o] ST
W ZAS9E Qe R3jAtelA AAle m7F Al ASAE A5 oA AR
A = itk

Hines and Rice (1994) & vl= F-5F-ol|A] 3EsH= BEA Ho|EHo]|~& ALE-S
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I Atk mE v=E 7199 B A ARE|AL o=l Bt S v R A3
=271rEe] HlolEHE F5ta 4] (5) & o] 8dte] seEASs Feta itk v
o] WMolA &S 1%p 91AsA ul= By 922 AB|AIR o] AHE AEo]
2.83% 71k Aoz ¥43ka 9t} Hines and Rice (1994) & ml=ro] HelA &

Ik 79 = ASAEFE nmor Fgo] Frkste] Algsle] ket

o

Huizinga and Laeven (2007) & Amadeus Hlo]EJH|o]| AR R E 7|42 Hlo]
%-3].;_]_’ /R] ( >J+ FaNCR _7[:7§N K- 01_9_ oq H—lo]/q]_g 757(}01] q]a-], /\E‘o]ﬂ

0.933~1.3%0.2 #3431 9)\“%. Huizinga and Laeven (2007) £ EU

& FstaL ok ols ATl WP bd *ﬂg‘ﬂ V= %;l %

% BEPSZ QIZE Al=¢fo] 329 €] fhaetal = o]ele] w7k i Al
)

(Table 1) A Summary of BEPS Estimates

Interpretation: a 10% point decrease in a
) Semi- | country’s tax rate (e.g. from 35% to 25%)
Data Period o . . . . .
Elasticity is associated with an increase in reported
income from $100, 000 to:
Hi d BEA 1982
ines an
) (country | (cross- 2.25 $122, 500
Rice (1994) .
level) section)
Huizinga and| 1999
Laeven |Amadeus| (cross- 1.3 $113,000
(2007) section)
Dischinger 1995-2005
i Amad 0.7 107, 000
(2010) adeus (panel) $
Heckemeye
eckemeyer 0.8
and . o
Various | Various | (consensus $108, 000
Overesch .
) estimate)
(2013)
Lohse and
onse ai 1999-2009
Riedel | Amadeus (pancl) 0.4 $104, 000
ane
(2013) P

Source: Dharmapala (2014) .
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Heckemeyer and Overesch (2013) + 257]2] 7]|&A T F4 3+ 2387)2] =&+
HAE ol &3t HE SAEA S A8 A FEHEA Fhel 0.8US B
t}. Heckemeyer and Overesch (2013) & Z71F9] Hlo|E & o] &3+ o F8n}
HE} 7199 dlo|HE o] &3 A+ 5E ¥&3sla vl Dharmapala (2014) 2]
ZAL Aol W2 HAHolH E AHE TSR 52 A2 HoHE o| &8 E

S5 9]l itk Heckemeyer and Overesch (2013) 2] €}
Aof|A e TREA 0.82 7Ieo 2 & o HZ HoEE o] &g A
CBETH B FHE = S Hola itk w7 HlolHE o] &9 AT
= o] 0.88T A FHEE A Hola Utk
ARBIAE 22 = 7Ee] HRAAIEC] 10%p f1akE 73-F E3|Ab| A AS|ALZ S| o] A
52 8% 71 AlE QY A oldAEe] 108 AT, A&/ F o
A2EL 109 8 EElR FTleite oujolt)

Dischinger, Knoll and Riedel (2014) & 2] (7) &
o] ¥t ol g} As|AlelA] BI|ALRS] AEolR]
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H1 o

logll;, = By+ Bidry + By (dit s dry )+ By X+ + 0, + ey (7)

A7IM d, = EVAFE ASAE 9218 5710 Algo] EIAE A1 57t
S AEET F& A 1, 2%8A ¥ A5 022 AHsta Fsta vk AF]
AL 22 =7 Alge] BejAL 2] m7ke] AlEEY P, dne et =7 o
ol 8,7F w7 ABJALe] a5o] Zaskal BEALE o] ofn|E W EstaL
ek WFHE B,7F FerolH AS|AL Aol Alge] B S g R3] Ak A
AR AEo] olAPLR= AL ouldtt BEA|ZFS 1995~2005d0|H,
Amadeus DBeA =& g tlo]H & o] &3sta Utk R3JAtolA AAle= &
A ABALR L] 5ol d FEEAL -0.50(6,) & FH 3 vbA uAl &= A 2
3|Abell A BE|ALRS] aFold FEEASE -0.64 (@) 2 FHsta Atk o] =23
A 222 =7 Allgo] ot ARS|AL A= Ale Tt B wf AleA At wE A
Sold ®sh}t Atke ov|E Ulxsta Slh
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BIAHED) 2 F35 dish] feirs B3AF Al I ERAES Qs
A AZAL A Z7Fe] MEREY 9@ §Xek= Ae|th. Dharmapala and
Riedel (2013) 2 1995~20053 717+2] Amadeus DBZ ©]-&3lo] BEPSe] +&+4]
At ollgl B7)Y A4 Fte] A5 FHd 12 ASold EHE I 24
3ta 9ltk. Dharmapala and Riedel (2013) o] F44& th33} 2t}

logll;, = By+ ﬁlﬁit + 5, (dit ° logﬁit )+ By X+ + 0, + ey ®)

A7 11, ABAFe] MARE, fjﬁ-t— w3|Ateh e F7tell 22 g ALS| AL
AALE, d,= A3]x7F 23)xke] A 73

nqo
_\1
rlo

OECD E.314] (OECD, 2015¢) ol 5% 7]&A79] 84 74 gholl tig u-&
& F-E20| $E319k OECD (2015¢) & 20702 71&AT A¥s =3l &),
FHAghe 0.40]a HulghkE 3.508, Hd2 1.0tk 7EATFELS A&Fat
10%p #aebd 250l -dE HA 4% ollA HU 35%9l Eol= A o2 F7g5kaL vk

. 2473}
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A7 re] T 71917} kel 4@ 95 B 7)) Bl o

g 7)Aol 2985 A (69 Aol a5olde] Fage Fgska Uk

¢

loglly, = By+ Bydry + BylogLy + Bslog Ky + By Xy + p; 46, + € 9)

Heletel B & AT R aks) S50 AT AR A e
RGBT A} i) (AR ADES 17,& oAl g, WA, b

v, FEAE A7) 217 A A5 (EBITDA) 2 AFgaltt £9840 AR (K,



o defeRe AR AHEsIth B ATol4] ]88 Capital EQ Hl©]
= 18&(L,) ol gk ASIAPE F R 598] AghH o2 AlFsa flo], & AF
Wete MR ZAgET o] AR 49 AYE
(labor 1) # A (labor 2) & AHESISATE 718 BAINF (X)) 25 AS|AL i 7}
A F7ke] AL B ARFES T e AU GDPoF FofiA| 5
AHEBIATE dr, = ABIAL i7F RS F7Ee] QA& BIAL xS %7}94
WM&l AxE ofnlgith
Capital EQ tlolH = A3|APH - 2] I7PH 2 JHE AlFskA] 2 slo] A3
AZE AEZE I71e] WA AEL T gkl B A} A8 ko] HAAlE

2 WA dr, e FHSATE

n
;Tkt

dry=
it n

-7, (10)

oA71M AIAL 7} T REALE Fa Qokn P, 7, waA} AT
£ 2lel 19 W WA &S e, 1t ¢ AEAle] BEAL ARR %
7bel W BAAEE SAnjgiet olsh o] B BRE AL 8T FF A
AP sk AR} 23 FHES] o]
A7 9 % ek ulsa} 65 BANA e 25 BY AES nlaTh g
=] SuB

i%ﬂ?ﬁ" rels xﬂ%ﬁ}% AEAAE T4 7199 Addlely el ol <
& A Z7hd Z3AF a2 =7ke] AA Gl ofsl dEF=
et a2y 54 S AlERE ARt o] A5 5YAoR I3
= A 2 A 34 Astel AuaArL dS bsAde]l EAlsl ek njAlg o]
A5 719 w5, 54 Aske] 3, AR ARz
2 A B0l Bt 0|9} Zo] AHEA

o
=
ORI A} o] ASel GRS F 5 U 2L BAS 9ol sk 5,2 FH

ol

I‘E

&‘1-4
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2. Hlol&

2 A7 S&P] Capital EQ Hlo|HE o] &3l )= &A] gkt #3]Abe} b=
A 9= ABAE Ao & 2007 ~2015 717t A1 3 Ho|HE 15K
T o= A g ASAbE & 1, 054704 1H, o] F WSl $1A]g As|AE
433702 78 B, the S 28370, B 12170, €& 11770, 9= 907 =2
2 Yeha Utk 8 Sl MES o5 B3ARE F 1, 6957011, ml=r Helo]
6367001H, A& 31970, =L 1134, G= 9670, =& 77l To = grh 9

(Table 2) Main Countries that Korean Subsidiaries are Located in

Total us China Hong Kong Japan UK
1,054 (100%) | 433 (19.8%) | 283 (12.9%) | 121 (5.5%) 117 (5.5%) 90 (4.1%)

Note: There are 97 Countries total that the Korean subsidiaries are located in.

(Table 3) Main Countries of Foreign Corporations Locating Their Subsidiaries in Korea

Total [N Japan Germany UK France
1,695 (100%) | 636 (37.5%) | 319 (18.8%) | 113 (6.7%) 9% (5.7%) 77 (4.5%)

Capial EQ Hlo[El= E3A}F A&k 57te} A8|ALE FaL gle 5719 o] &
Ak YA, ald ABAF B s ZrPE AFEA] g1 9ok ot 04
2l =7t A& ASAbEe] FEIL shuE FAZ ARE AlFsta glol AFs|AL
d - a7h od dlolE] F5o] Brbedt delolth oE Bo, dare] Bt

n= 3 Fol] ASANE Attt 7Pget mla, Fol 1Ed ASApE R
SAZE ANEA oL vl=2 Tl 28|Ake] SAZE FAAA AAE L ik 7
oo RIALE F ThA 7|]do] e el ASALE FATH ol ek
AB|ALe] BAE T A FHA AAIE L vk wekA] Capital EQE ©]&
& A5 ASAF A1 7Fe] 54 (heterogeneity) & REsHA] Zathe A7}

7) 9% AR dRe 299 o2 Yol A48 AANE Ede 3
§ A O Smols] el B RAY AL T 0, 19600] arch
9) BAAE 0T BAUA ABASE 169504k 23k,
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sich. 424 AABNE BAS] 99 Ageke 2T GDP, ¥9X%, GDPE
A% wEA AE F7hse ARE Ge BEel] ALk (Table 49
(Table 5)& WS W3t ZA% 913 1A B ASAL B Wpe] 7%
57 3k nelFa sk

(Table 4) Variables and Their Sources

Contents Source
Earnings before interest, taxes, S&P CAPITAL EQ,
log (ebitda) depreciation and amortization in Companies Screening Display,
logarithm 2007 ~ 2015.
OECD, Tax Database, 2007~ 2015.
KPMG, Corporate Tax Rates Table,
Corporate tax rate gap between the 2007~ 2015.
dif_txr countries of the parent corporations| Deloitte, Corporate Tax Rates Report,
and their subsidiaries 2007 ~2015.
Ernst&Young, Worldwide Corporate Tax
Guide, 2007~ 2015.
. S&P CAPITAL EQ,
Net property, plant and equipment . . .
log (property) in logarithm Companies Screening Display,
T 2007 ~ 2015.
S&P CAPITAL EQ,
log (asset) Total assets in logarithm Companies Screening Display,
2007 ~ 2015.
log (labor1) Ratio of the employed to the labor World Bank, World Development
force in logarithm Indicators, 2007~ 2014.
. . . World Bank, World Development
log (labor2) Employed in logarithm Indicators, 2007~ 2014,
International Monetary Fund, World
log (gdp) GDP in logarithm Economic Outlook,
2007 ~2015.
International Monetary Fund, World
log (p_gdp) GDP per capita in logarithm Economic Outlook,
2007 ~2015.
International Monetary Fund, World
log (pop) Population in logarithm Economic Outlook,
2007~ 2015.
corruption Corruption index World Ijj?onomic Forum, The Global
Competitiveness Report, 2007~ 2015.
employed Employed World Bank, World Development
Indicators, 2007~ 2014.
labor force Labor force World Bank, World Development
Indicators, 2007~ 2014.
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(Table 5) Descriptive Statistics of Korean Subsidiaries Locating in Foreign Countries

Variable Mean | Std. Dev. Min Max Observations
overall | 0.0489 0.0752 -0. 2750 0. 1650 9486
dif txr between 0.0736 -0. 2493 0. 1551 1054
within 0.0153 -0. 0685 0. 1096 9
overall | 3.4733 2.1595 -5. 2983 10. 8223 4455
log (ebitda) between 2.1541 -2.0794 10. 2236 638
within 0.6379 -2.9606 5.7169 6. 98276
overall | 3.0787 2.1753 -6. 2146 10. 4586 4084
log (ebit) between 2.1035 -2.4118 9.6273 629
within 0. 7682 -3. 2749 6. 2599 6. 49285
overall | 4.2125 2.6770 -6. 9078 11. 6913 5570
log (property) | between 2.7710 -6.9078 11.4133 736
within 0. 7282 -1.7747 9. 5533 7.56793
overall |10. 2925 1. 3852 6. 4422 13. 8541 9405
log (p_gdp) between 1. 3754 6. 7691 13.7797 1045
within 0.1691 9. 6506 10. 7426 9
overall | 4.8163 1.6832 0. 0545 7.7318 8376
log (employed) | between 1. 6837 0. 1460 7.6989 1047
within 0. 0265 4. 6817 4.9720 8
overall | 4.8774 1. 6800 0.1213 7.7864 8376
log (lab_force) | between 1. 6805 0. 2036 7.7542 1047
within 0.0236 4.7414 5. 0337 8
overall | 5.5372 1. 6566 -2.3330 8. 5000 9405
log (pop) between 1.6571 -2. 2530 8. 4635 1045
within 0. 0235 5. 4138 5. 6524 9
overall | 8. 3611 | 11.8981 0. 0000 150. 7987 9486
corruption between 11. 8879 0. 0000 145. 4282 1054
within 0. 6009 -2.2930 15. 5339 9

Note 1: dif txr: Corporate tax rate gap between the countries of the parent corporations and
their subsidiaries
log (ebitda) : Earnings before interest, taxes, depreciation and amortization in logarithm
log (ebit) : Earnings before interest and taxes in logarithm
log (property) : Net property, plant and equipment in logarithm

log (lab_force) : Labor force (million) in logarithm

(
(
log (employed) : Employed (million) in logarithm
(
(

log (p_gdp) : GDP per capita in logarithm

log (pop) : Population in logarithm

Note 2:

corruption: Corruption index
Overall means total observation, between means total subsidiaries, within means year
effects.
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(Table 6) Correlations between Variables of Korean Subsidiaries Locating
in Foreign Countries

log log log log log log log

(ebitda) | (ebit) |(property) |(employed)| (lab_force) | (p_gdp) | (pop) corruption

dif_txr

dif_txr 1

log (ebitda) | -0. 1200 1
log (ebit) -0.1020{0.9623 | 1
log (property) |-0. 14751 0. 8806 |0. 7959 1
log (employed) | 0. 1908 | 0. 3205 [0.2990| 0.2963 1
log (lab_force) | 0.1959 | 0. 3200 (0. 2987| 0.2954 0.9999 1
log (p_gdp) 0. 2506 | 0.4234 0. 4077| 0. 3327 0. 1659 0. 1695 1
log (pop) 0.2110 | 0. 3261 |0. 3047| 0.2997 0. 9981 0.9985 |0.1793| 1
corruption | -0.0864] 0. 5339 |0. 5032| 0.4514 0. 3848 0.3849 | 0.5853 |0. 3932 1

Note 1: dif_txr: Corporate tax rate gap between the countries of the parent corporations and
their subsidiaries
log (ebitda) : Earnings before interest, taxes, depreciation and amortization in logarithm
log (ebit) : Earnings before interest and taxes in logarithm
log (property) : Net property, plant and equipment in logarithm
log (employed) : Employed (million) in logarithm
log (lab_force) : Labor force (million) in logarithm
log (p_gdp) : GDP per capita in logarithm
log (pop) : Population in logarithm
corruption: Corruption index

(Table 6y &= &7 b= ApS|AL B WASFE 1He] JAdAE
A3 Ate] AEWSE (ebitda, ebit) & =3 A2 (property), 2913 GDP (p_gdp),

1
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(Table 7) Descriptive Statistics of Foreign Subsidiaries Locating in Korea

Variable Mean Std. Dev. Min Max Observations
overall | -0. 06064 0. 07945 -0. 28215 0. 31386 15255
dif_txr between 0.07785 -0. 27292 0. 29708 1695
within 0. 01595 -0. 35055 0. 03410 9
overall | 5.88096 2.10927 -6. 21461 11. 32407 8083
log (ebitda) between 2. 26047 -6. 21461 10. 92019 1070
within 0. 50458 0. 80050 9. 04892 7.55421
overall | 5.54094 2. 10860 -5. 11600 11. 17262 7788
log (ebit) between 2.22224 -2.17156 10. 56212 1087
within 0. 58905 -1. 80252 8. 71540 7.16467
overall | 6.01414 2. 58838 -6. 90776 12. 43983 9279
log (property) | between 2.75413 -5. 80914 12. 14933 1196
within 0. 48325 -1. 38198 11. 34177 7. 75836
overall | 12. 67446 1. 04186 9. 81677 14. 55335 15228
log (p_gdp) between 1. 03941 10. 06770 14. 48043 1692
within 0.07522 12. 39741 12. 88921 9
log (employed) | overall | 6.5072 1.1522 3.1661 7.9613 N = 13536
log (lab_force) | between 1. 1524 3.1956 7.9202 n = 1692
within 0.0178 6. 4305 6. 5877 T=8
log (pop) overall | 6.5630 1.1510 3. 1986 8.0214 N = 13536
within 0. 02080 7.16821 7.31970 9
overall | 66.81292 59. 67803 3.29370 365. 98810 15173
corruption between 54. 12745 6. 25516 315. 43240 1689
within 25. 27906 -207.59800 | 282. 06630 8. 98342

Note 1: dif txr: Corporate tax rate gap between the countries of the parent corporations and
their subsidiaries
log (ebitda) : Earnings before interest, taxes, depreciation and amortization in logarithm
log (ebit) : Earnings before interest and taxes in logarithm
log (property) : Net property, plant and equipment in logarithm
log (employed) : Employed (million) in logarithm
log (lab_force) : Labor force (million) in logarithm
log (p_gdp) - GDP per capita in logarithm
log (pop) : Population in logarithm
corruption: Corruption index
Note 2: Overall means total observation, between means total subsidiaries, within means year
effects.
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(Table 8) Correlations between Variables of Foreign Subsidiaries Locating in Korea

. log log log log log log log .
dif_txr . . corruption
(ebitda)| (ebit) | (property) | (employed) |(lab_force)| (p_gdp) | (pop)

dif txr 1

log (ebitda) |-0.1560] 1
log (ebit)  |-0.1337| 0. 9762 1
log (property) [-0.1260| 0. 8813 | 0. 8132 1
log (employed) |-0. 1499| 0. 5410 | 0. 5219 | 0. 4905 1
log (lab_force) [-0. 1499| 0. 5436 | 0. 5245 | 0. 4925 0.9999 1
log (p_gdp) |-0.1780] 0. 6562 | 0. 6443 | 0.5302 0.7172 0. 7209 1
log (pop)  |-0. 1560 0. 5585 | 0. 5401 | 0. 5016 0.9970 0.9973 | 0.7459 1
corruption |-0. 0307} 0.0162 | 0. 0233 | 0.0108 -0.0086 | -0.0094 | 0.0102 |-0. 0058 1

Note 1: dif_txr: Corporate tax rate gap between the countries of the parent corporations and
their subsidiaries
log (ebitda) : Earnings before interest, taxes, depreciation and amortization in logarithm
log (ebit) : Earnings before interest and taxes in logarithm
log (property) : Net property, plant and equipment in logarithm
log (employed) : Employed (million) in logarithm
log (lab_force) : Labor force (million) in logarithm
log (p_gdp) : GDP per capita in logarithm
log (pop) : Population in logarithm
corruption: Corruption index

(Table 7)& <=9 t=2] 7] =5 XA afelol 21=38) e ASA

HE A5 7|2 BAE Ho] F2 gtk (Table 8) £=r2] th=47 71| =
= X3l el MEs) e ASAF HA AR AuuAE B2 Yok
SERS (ebitda,  ebit) &  EFEA  property),  =E¥HHE W, dAY
GDP (p_gdp), <17 (pop), FoiAF BT o] FAAAE Holx etk Al&Ax}
(dif_txr) & AF|rbe] AERSe} Bl g hol dig|lbR 3 5 de T/EA
W3l g APWAE wolm glon), wEWS, U7, UAY GDPE U

FHBAE Hola Ytk

1) 2= 2 g= AlsAtel &501d &2

(Table 9= 957 &4 g5 A2late] 5ol Aol e g avt 443
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(Table 9) Profit Shifting Effect of Korean Subsidiaries Locating in Foreign Countries:
Fixed Effect Model (Dependent Variable: log(ebitda))

1) W) 3) ()
it -1.610** -1.532* -1.626** L. 4;8**
(0.795) (0.789) (0. 795) (0.671)
tog (properts) 0. 376*** 0. 376*** 0. 377*** 0. 383***
(0.018) (0.018) (0.018) (0.017)
log (labor 1) 0298
(1.063)
-0. 492 -0.319
log (abor 2 (0.756) (1.063)
log (labor 3)
log60p) 2.253** 2. 860** 2.297** 2.132%**
(0. 998) (1.391) (0.997) (0. 863)
tog(o.edp) 0.189** 0. 202** 0.189** 0. 202***
(0. 090) (0.093) (0. 089) (0.074)
. -0.016 -0.015
corruption (O. 015> (O. 015)
F-test (model) 81. 61*** 81. 67*** 95. 03*** 110. 18***
(Prob>F) (0. 000) (0. 000) (0. 000) (0. 000)
DF 3,309 3,309 3,310 3,793
R2 0.915 0.929 0.929 0.926
SSE 1322.03 1321. 89 1322. 46 1537.47
SRMSE 0. 632 0. 632 0. 632 0.637
F-EffectTest 12. 29%** 12, 25%** 12, 58*** 13. 29***
Prob>F (0. 000) (0. 000) (0. 000) (0. 000)
Obs 3,943 3,943 3,943 4,432

Note: () standard error, *=p<0.10, **=p<0.05, ***=p<0.01, F-test(model): H,: Bs=0,

DF: Degree of freedom, SSE: sum of square error (SSE) , SRMSE: square root of mean
squared errors, SEE: standard errors of the estimates, F-Effect test; #,:pu=0,
Hausman Test: difference of Fixed effect and Random effect in coefficients not systematic.

2) 3t= A%Y 22| XfslAle] AS0lA EI}

(Table 1002 5 2 716} F7}o] 2418 57 Ag)Ale] 25004 wE
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B A HoAFa vk A ARRAke] Z-of mRZEAI R o 2], Rl

A, A7y, T d2m) FA A A5 EBITDAS T5HSE AMESI9o

, AlRrel 5485 wrdsr] el AR g |gE ARSIt BE

~Effective test®} Hausman Test A3 5 1% Folold 1y 83 23
o

3t 9Jo] Pooled OLSY &8 288 AFESHA] &1 18y 288 A8

rin
1
X, ol
>,
=
o)

£ 7 R

ofrl

(Table 1009l R?, SSE, SRMES, F-test(model) 5 & agE, o5y 4
AL 7hedhe BARA BF ol § 453 58 Hola k. F44] (1) ~(3)
ez AL

o AAg 1—? ) HAxGz =49 -.4 E (labor 1) & =59

o
F AR BT gtk 10 %o TR 71 WaAE AAt 1%p &
W RSl AFAlRe] 250G 1.04% ~1.07% Z7MI7)E Ao 34
o @) T 71glel wel Eekege] Wil F4H T g, ol @
24 719 e JuAoR TE 2l AFAE T Y W 93 B o
Qe F2 A& i AHNE T3 9 WEQ lem PAgthu

Dischinger, Knoll and Riedel (2014) o] W2 th=2 7|4e] 23|Ale] YX)7} =

e dol vl WSl Wb, ARB|AE A& w7kl AR A50H
FelE o] e Aoz FAstu Yk

AAR AAPYE BAte AFeS SRdAkty 499 GDPE A8l
SAACR fFoJsiA] @2 Aoz vehva itk &R E A (property) & AlTE
71HgE vieh o] <ko] ghoz Jehda glou, wFH|go| deHre FAHC
2 fostA] ot Fof g Holw itk = t=d 71d¥) g o 5A b=t

GDPE] A% gto] %9l $5F Helm g, ol 947
o= Z19le] AR TGS £58% 2157t geka B Q) Bl Ao

10) ©]& Heckemeyer and Overesch (2013) o] wlEREA o= 431 0. 8Xt} A4, OECD X
IAel =54 71E A7EY B @ 1.0 FAlsith

11) 3= t=3 7199 4%, a=areh JAA&o] W Il &A1 A AE 697140 H,
W2 ZSBAE Al F7he] HRAIEC] w2 Tt R AFAL = 32570412007 ~
200144 71) ol @itk =A b= 7199 A= SR AAE It X8 23| AL
7k 5877hAkeIH, A& F7kel 1A ARBAL = 156704k 2t
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Atk Fao AlgTt 59 @ Bola slou BAF R foJekA] ¢t

A =4 7]e] A5l FeEdo] (Table 11)9] 824 (1) ~ @) <] H
T 1052k 7Pgetd, g 23e o= A 7I]o] 91X w7te] o
T HAAER o= vd=A 719 B3AE fXE =7ke] MRS ARt
1%p 3ssld B3|Alol|A] ARB|ALR o] Hshe A5-S 1.05% S7H8 Aol g
o] FlAlEo] 3%p S7Fe 2= =7 7|}l AHste Al Axte A%t
0.3%p Fast= Aoz Yehta gtk 12

=7 =4 719 i7t ARske MEAaks BIAF 7k Ale oY vt
ARG =4 719 9] AS|AES] HAME BaTke] ApolE ofnldith. upebA]
ABAE S8 54 Z7te] Aol 1%p S7kekd E3AL m7keke] AleAAte
1%p7F obd AZA AL &5 77159 HaAl&rte] ato|ihd HAadth Al&Z 3t

ZTkt ZTkt
= 7,2 FEE, A7 & AL RAETES W

n

A&l Bagks onlshH, 7,0l B3Ab m7ke] Aleg ofnldith wabs g
g:Tkt

= gatso] vehdy] wlie] ARk AlE 2
3%p °lst= F7tstA drt. Capital EQ HlolHE o] &ato] A4k B gh=o]
AAMEo] 3%p Q= &AL 0.3%p EolEe ALz FHHLL webA 9
A =4 7199] 7% dare] HAMEo] 3%p ARFEHH E3|ALolA] A3|ALR
oJMEE &£50] 0.315% (=1.05x0. 3) &EA o} a8y oz S0l
A250] 0.315% Zol=e Foz daaire ¢t Athe A fofslor stk <=
A g=2A 71ge BIA) ABALR o] Asls FA4To] (.315% AASA T T}
E U] Aol RskA] ek AEjelA gt 3%p QIBETka 7k gkt
2719 =7 AlEAAE 3%p =B Ak webA] dho]l HRAES 3%p
138 749 oA B3|AlA oz o|AEE A5L 3.15% HAT Aol
=8

= dty

HRAAME©] 3%p S7FshH

[¢]

12) Capital EQ HI°|HE o] &3l g=o] 3%p A5 A ASAF Z7le] HAME Had =
BALe] AlE3ke] Al AT 6.06% 2 A4, ko] 3%p QgE AS- AleFAe
-5.76% 2 AAtEe] A&AA= 0.30%p 1A Hth
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(Table 10) Profit Shifting Effect of Foreign Subsidiaries Locating in Korea:
Fixed Effect Model (Dependent Variable: log(ebitda))

(1) W) (3) )
0 -1.052** -1.041%* -1.051** -1.073**
N (0. 454) (0. 454) (0. 452) (0. 453)
tog (oroperty) 0. 452%** 0.443*** 0. 444*** 0. 444***
(0.017) (0.017) (0.017) (0.017)
-1.539 -1.374
log (labor 1) (1.676) (1.671)
-1.809 -1.014
log (labor 2) (L. 195) (0.975)
log (labor 3)
tog (bop) 0. 304 1.416
(1.123) (1. 361)
tog (p_glo) -0. 405* -0. 336 -0, 387* -0. 378*
(0.212) (0.218 (0. 208) (0. 209)
, -0. 001 0. 002
corruption (O. 002) (O. 003)
log (ebitda_1)
F-test (model) 108. 87*** 109. 01*** 125. 62%** 125. 67***
(Prob>F) (0. 000) (0. 000) (0. 000) (0. 000)
DF 6,043 6,043 6,085 6,085
R2 0. 956 0. 956 0. 956 0.956
SSE
SRMSE
F-EffectTest 20. 50*** 20, 48*** 20, 34*** 20, 37***
Prob>F (0. 000) (0. 000) (0. 000) (0. 000)
Obs 7,104 7,104 7,104 7,152

Note: () standard error, *=p<0.10, **=p<0.05, ***=p<0.01, F-test(model): H,: Bs=0,

DF: Degree of freedom, SSE: sum of square error (SSE) , SRMSE: square root of mean
squared errors, SEE: standard errors of the estimates, F-Effect test; H,: u,= 0,

Hausman Test: difference of Fixed effect and Random effect in coefficients not systematic.

3) Z3[Alel fx[of mE 450X &1}

(Table 11)& FE (sample) & E3AZF A& Z7lel $1x|3F 459} #8|A A7}
AME T7Hel fAIgE A2 Yol FE = A5 e HoFa 9l
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(Table 11) Profit Shifting Effect of Multinational Corporations
(Dependent Variable: log(ebitda))
Korean Subsidiaries Foreign Subsidiaries
Locating in Foreign Countries Locating in Korea
Tax Rate in Tax Rate in Tax Rate in Tax Rate in
Foreign <Tax Rate | Foreign >Tax Rate [Korea <Tax Rate in|Korea>Tax Rate in
in Korea in Korea Foreign Foreign
dif tx -1. 360" -4.165%* -1.246** -2.196**
if_txr
- (0. 829) (2. 294) (0. 566) (1.038)
g ( ) 0. 374*** 0.279*** 0.416*** 0.503***
og (proper
" PTOpETY (0.000) (0. 000) (0.020) (0.000)
3. 248*** 6.813**
log (labor 1
og (abor 1 (1. 461) (3.491)
o2 (pop) 3. 228%%* -5.612%* -5.612%*
og (po
£pop (1.127) (2.645) (2.645)
1og (p_adp) 0.631** 1. 180*** -0. 899**
0
£p-£dp (0. 280) (0. 167) (0. 441)
F-test (model) 133.30*** 12.43%** 154. 08*** 28.43***
(Prob>F) (0. 000) (0. 000) (0. 000) (0. 000)
R2 0. 930 0. 935 0.953 0. 961
SRMSE 0. 626 0. 627 0. 486 0. 488
F-EffectTest 14. 69*** 8. 05%** 18.23%** 19. 34***
Prob>F (0. 000) (0. 000) (0. 000) (0. 000)
Obs 3629 799 5647 1,505
Note 1: If tax rate in subsidiaries<tax rate in parent, dif_txr<0, if tax rate in subsidiaries >tax

rate in parent, dif_txr>0.

Note 2: We did not report the estimation with all variables including corruption, employed and

others because of fitness and significance.
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Sollo] 2718 Aoz 8H Ha 4 ) wolR AL 24 =7te] Algo] we
A 27 Z7Ve] AT 2 A% ASARE ol ghow Jehly] i 2e
Qo] Loz FHEw A8 } } 7455 AFAje] 250] Zolx|7] wFo] A3
Aol REAIR 25L oW Aoz A1 5 A,

Aol g2 71903} o2e) g=d 719 BE Rl AAE 2ol 9413
S W) ASold el HA 24w ol @=e) A lge ANE =

7hll & AR Abe] 25old BEAL 13602 FHE 1, Al Il A3
AB|ALe] FEEA L 41652 F8 9T = = 7Y B3AE AAE =
el 1A A 2Told FEHYL 219602 2= Wl B} A&
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7193 o= 71 3] @9 AL A71EEA oA 71999] BEPS 99
&k A2 FA7F 7MAEE L ek OECD Y258 A50|HS B8 AlgS
et G915 2] 98] BEPS Z2AETVL @4ste] 1 gith. BEPS Z2AEV}
ddstdtia = A MAME AxpE EAcke & =M 9E A A
7199 AME F7tRe] AS5eldg TEAHoR As| ofelE delth
gharo] WAl A &o] 22%4 25% 2 AFEEA F= vt 71ge] =
sl 1 Tl A A=A =4 7199 &5 fE tE fevF Skt o
th B A= S&PY Capital EQ Hlo|HE o]-&dtq afj&fo] 153t 1, 0547H] &

9



90 FEFHERHFE Al 66 A3 &

st= ol ABAbe Sl 2 S 1,695709] o= A v A
gjubetel o= ate] WRIAE Aol e L5 FeEAE 5
& R3|AL ARG F7 Algo] Aol WA=
9|8 =&t Qith

gk Aps|Ake] RISl ek
A=A AS|Ake] a5eld e
Solde =A th=A 71de] ASolHET Hel
& oz A= Seluel HolHgol 1%p Z71ePd 9=o %ﬂ—c D}%
A 7199 252 1.05% 718, d=o2RE s &52 1.55% ad
U oujoth, o= A =7 7199l &5 1L FeHA 1,058 Z3|AblA 213

o
ol
o
El
%0
o

q

2
o
r
M
2
ol
K
ox
)
2
ok

r
B
Jn
o
Y
M\
aw)
1
>4
o
E
_‘
o
i,
K
_C‘Jl_,
A
o

_4

ek =7 el
44 A5e) S B BAAEE ARG Aol Daa,
et el gl 3%p A8 4§ BRA 71he] ASRES 4.65% 3713k,

. : 2 JUE F92 v
A 7199 F &5 7 7.8%7F AT dvhe ovlolth. 2 v ge] i
QMAA WAL o] T 7193 wl=e] b= 7]§ie] 5ol et o
F2 = o2 o FErh HZ vlaro] HAMES 35%00A 21% 2 Qlststal $-2]
7} 22%90M 25% 2 1geRATh HAAA A o]x R vlmaslH 17%pe] AA}
WS "ok vl e mEA ASAPL wme R odde A5
17.85% <7F& Zdgoln, nl=o| Sl <] ASAPL S8k 25 26.35%
g dgoltt.

AZAL 22 F7Ee] HQIAEo] BAF Al H7ke] RQIAMEET #& u A&
ol FEHE o] AF ez = I Utk o] thaE e FEE
o 4.1650.% A3} ) F7e] WolAlgo] e Ao ek 1. 36K} 3
A=A FAE 3, 2 Og=A 7G-S 219602 1. 8¥ =4 33 Utk
SIAF Al F7PE RIS Q1eke W7k A3 AF Al ST A& Qlske
HET A50ld At Avke ovE WEsta St ol¢ 2 Ayt F= A4
AA ol A AR NEH BIAtRe FaE felslr] HsiM e ABAL 24 =7t
o] WA &RT} e £2714] WM E lssof itk Aolth

Jn

oX,

.

jus)
==

o
i

]
]

¢

o
;
}-ET

(&



A PAAE Ao BE g=A Nge] Aol &% 91

2 A7) % T A7 AT AFHE et 2k B AT g
7190 dlelele ABAPE- AATPER FRE AT %3 do] 4B} AED
Fohel WA B BT G AET B FF ANSClor T WA AN
itk EY 25 oldskzd vl o] WYITHE H3t AAAREY] LSl 2

e WAAe] B4 gEd ASolde] AdE kel ot Held ARy 1
e B ALYl AYL Ak ¥ ATE SIS AT oIl 2430
Aed Adel] 29¢ B ok, 3% AT FA AdRgS sl

Al

-y

1. ¢kEA TBEPS Z2AE9 EXF} HAYS,, ZMANA Brief A353E, IZ2AAFATY,
2016.

(Translated in English) Ahn, J., Features of BEPS and Policy Implications, KIPF Brief,
No. 35, Korea Institute of Public Finance, 2016.

2. 274, THAA Qo] 2RE fE80dl mAle 9k, FHAT 2016-13, FTAAATY,
2016.

(Translated in English) Cho, G., Effect of Corporate Tax Increase to Profit Shifting,
KERI Policy Report, No. 2016-13, Korea Economic Research Institute, 2016.

3. Dharmapala, D., “What Do We Know about Base Erosion and Profit Shifting? A Review
of the Empirical Literature,” Fiscal Studies, Vol. 35, Issue 4, 2014, pp.421-448.

4. Dharmapala, D. and N. Riedel, “Earnings Shocks and Tax-Motivated Income-Shifting:
Evidence from European Multinationals,” Journal of Public Finance, Vol. 97, January,
2013, pp. 95-107.

5. Dischinger, M., B. Knoll and N. Riedel, “The Role of Headquarters in Multinational

13) £ A= GMMS A83td B4 dS Bt ov, = rRigel A4S Frist
= s argan 5ol AFZHEE 7148t Qo] B 5514 LUtk TEE Hdrnye
A= AE&AAY AG7E 5% FooA BF f93 2og g5, Fud dduc &
gEAe] gho] A g a Stk AAReE B o] 3oz FE 1% FoollA #
o4& Holm 9tk



92

10.

11.

HEPFEITE 21 66 A A1 3 &

Profit Shifting Strategies,” International Tax and Public Finance, Vol. 21, Issue 2, 2014,
pp. 248-271.
Heckemeyer, J. and M. Overesch, “Multinationals’ Profit Response to Tax Differentials:
Effect Size and Shifting Channels,” ZEW Discussion Papers, No. 13-045, 2013.
Hines, J. and E. M. Rice, “Fiscal Paradise: Foreign Tax Havens and American Business,”
The Quarterly Journal of Economics, Vol. 109, Issue 1, 1994, pp. 149-182.
Huizinga, H. and L. Laeven, ‘International Profit Shifting Within FEuropean
Multinationals,” CEPR Discussion Paper, No. 6048, 2007.
OECD, OECD/G20 Base Erosion and Profit Shifting Project: Executive Summaries 2015
Final Reports, 2015a.

, OECD/G20 Base Erosion and Profit Shifting Project: Explanatory Statement,
2015h.
, OECD/G20 Base Erosion and Profit Shifting Project: Measuring and Monitoring
BEPS, Action 11 - 2015 Final Report, 2015c.




93

£ o 71ge] aSold &

A WA E Azl wh

SHa ¢ | Juereds oad .

ST | S[JO 'Pe | TT0Z-€86T| 1970 0} RS0} adrd X X xe1-01d 0v2- | S10¢ Susne|)
U310y ’
sioed UONEXR], UOIQPIWIO))

) ) AL ijoad ) Juiof saelg

AL | SO WE |0102-2002| 970 ou —— Xpx XX XX o | 08T S0 gy e sroopy
usLoI0] PUBP[OJOPURT “PMO(]

Sd S 800c-¥002| €870 anoss wwmwm_ MM.; XX x x| x| Mo 06°0- | S10¢ IR
QPIMPLIOM 01 deI[Iye xey-oud

ysodurod

L | Sonhue | . . < 1goad . . 9Py

Sd A G002-S661| 1270 ou dLS X | x| x| X X X xe1-o1d 0T °1- | €10¢ pue epedeuLey(]

. sonnuo | o . Jua.qed . goad . [opony

Sd| g |S002-G661) TIO | e | WIS XXX XX o | 0870 €102 e oy srosurpsiq
sjuoaed

<1 | enro e le . . Juosedg)) . joad . UBWIpPIOS pue

SI ﬂwwmw 5002-2861) 090 |0 ypugporoy|  ALS X | X | X XXX o | 08707 2102 | yosmqoy  umorg

s | % Jooog-sest| v/N | o 1 s s s P [ x| [ x| 2 T oo [anoz] wopons pue sowpog

N4 0} 9dJerfiyje Xe}-a1d :

Stuaaed M1 Woxd

AL | STHO He 000G-266T| 1870 ou  |usIo} pue X | x oo | 00T | 0107 Tewozy
u310.10§ dLS-SN
Sonu9 K . Juaqed Jijoad . ) .

Sd| g 6661 | 890 | e | WIS X XXX oo | 06T | 800 | UoAOET pue eSuizmy
SonIu9 N . Juaqed Jijoad .

ST| g [9008-G66T) 9L°0 | o by | WIS X P XXX XX | 0470~ | 2007 OBUIISI
) OLI9J [PoJenbs| [eRUSISI QIqerieA [ AnH| purlowr|urn - J[qerie) [A10nsee

BIEL 95BI0A0D WE@ ! -3 @_‘Exmmv _Mﬁg wﬁowm w&%m = aavidas|T| o E@_wcmaoa ‘Eﬁwmﬁ A SIOwY

1iodey 030 Ul S8IpnIS Sd3g 1Usdsy JO AlBWWNS Y/ (LY 8del)

(=

=)



s

Bse Al 66 Al 3

A3

%

94

*(96102) OHQ :921m0S

"BJEP WINJOI XB} Y], PUB ‘AOAIS JUSUNSOAUL S ‘BIEP JUSWOIRIS [BIOUBUI] SSJROIPUL Gy UWIN[0D ISE| 9y} U] "PIPN[OUL U99q SABY SO[(BLIBA

[0U0d FUIPuUOdS9.LIOd JBY} SAIRJIPUl X B

)

¢S9JqeLIBA [BUOINPPE 0] (Y, ‘uonesusdwod 9okojdwe Jop T ‘[ended 9[qL3ue} 10J SPuels J = ‘pasn

SeM UONEOIIOAdS Qul| 9seq oY} ‘OJewNsd PaLIvjoid ou Jo 9sed U] 900z Joe paysyqnd Sumyiys Jjoid Jo SONIONSE[9-IUIDS Xe} SUDRWNSY SAIPMIS :9j0N

1194 ‘
BJOW| SNOLIBA | ShOWeA | V/N SnoLeA dLd pueijoid | 08°0- | €102 :omomo.,o
: : : pue yIS x«f.& d pue  I9ASUISNOSH
“Ted
juated 0}
U110} : dJeIfIFR S19558 : JOPILIUIYIID |}
SU| 1o e [€00G-966T) 260 | Vet ALS woumyoy | 0570~ | 6002 POLIUSYIION
; URULIDL)
UBULIDL)
o | SR 36 : ou 3 ‘poxd : SBYY0 ue [uijey
S | pyasppron| 70028661 070 ALS sopegeioy | 00T | 110 | SBRON Puv ey
sa| P lsooz-geer| o | @%%wﬁ Lad | 0971~ |70z | oo R
N4 03} djer[ije oS00 PUBJOO[9(] “Mouresnoyg
SOIHU : dnois : OLId90T pue 199
Sd OPIMPLIOM 1102-€002| 90°0 0} apeIe dLS 1194 00 'T- | €10¢ | PMdeOT p d
Sonpue | - . Juaed . e ——
Sd R 6002-666T| 91 °0 0} aJeIe dLS 1194 0V '0- | €10¢ | [9PI] P 4ol
SONNUD sjosse
Sd 6002-200Z| 10°0 ou dLS opyoad | O T~ | T10Z | SBMO PU® 2107
nd .
1-oad
‘ Sjosse
| sonnpuo . dnois . onoxd . .
S | pyppion|0108-0002) €070 | ) e | LS M 00°1- | 5102 addo
xej-oud
SiuaJed So[es
. ‘o ; YLHUSI0] . . ;
AL | SOJO e 7002 ‘9661 V/N ou uRSURYD ongoad 1 09T~ | 2102 HoqIIH
uS10.0] o xe}-aad
syuoted SO[eS
SI' | S[3O Je 1006-666T| 8¢ 0 ou JLd ongoad | 0S¢~ | 6002 ZIBAYIS
U319.10] xe}-aad




A PAAE A BE A e ASeld &F 95

International Profit Shifting of Multinational

Corporations with the Corporate Income Tax Rate Gap

Gyeong Lyeob Cho™ - Yun Ho Chung**

Abstract

We estimate the semi-elasticities of profit shifting of multinational
corporations with corporate tax rate gap using firm-level micro panel data. We
distinguish the estimation with the overseas subsidiaries of the Korean firms
from the foreign cases. We also distinguish the cases whether the parent
corporations or the subsidiaries are located in the low tax rate countries and
try to see any policy implication from this. The semi-elasticity with the Korean
subsidiaries facing the Korean corporate tax rate is estimated at 1.55, which
is higher than 1.05 with the foreign subsidiaries. If the corporate tax rate of
the country where the Korean subsidiaries are located is higher than the
Korea’s, the semi-elasticity is estimated to be 4. 15, which is more than three
times higher than the otherwise expected 1.36. In the case of foreign
corporations as well, if the corporate tax rate faced by the parent corporations
is lower than the subsidiaries, the estimated semi-elasticity of 2.196 is 1.8
times higher than the otherwise estimated 1.246. We conclude that the effect
of tax rate gap on profit shifting is greater when the parent corporations are
located in the low tax rate countries than the subsidiaries. That is, the effect
of profit shifting is greater when the countries of the parent corporations,
rather than the subsidiaries, cut the corporate tax rate.

Key Words: multinational corporations, corporate income tax rate gap, semi-
elasticities of profit shifting
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