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I examined the effect of Japan®s adoption of the foreign dividend exemption
system on profit repatriation through dividends, interest, and royalties. This reform decreased the
effective tax rate on foreign income repatriated via dividends for most Japanese-owned foreign
affiliates. In response to this tax rate reduction, Japanese-owned foreign affiliates increased
dividends but did not change royalties or interest paid to their Japanese parents. As a result,
these affiliates increased the total payments to the parents. | published a working paper for this
research. Moreover, | examined the effect of this tax reform on the profit-shifting behavior of
Japanese multinationals. 1 found evidence suggesting that Japanese-owned foreign subsidiaries,
particularly large subsidiaries, became more sensitive to the incentive for ﬁrofit shifting after
the 2008 announcement of the reform®s implementation. Finally, I published this paper in a refereed
journal.
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