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This research project revisits an multinational enterprises (MNE"s) tax
avoidance behavior from the viewpoint of research and development (R&D) investment for product
differentiation. In particular, as MNEs conduct more R&D which generates firm-specific
goods/intangible asset, it becomes difficult for tax authorities to find comparable uncontrolled
transactions to compare arm"s length prices with transfer prices and to audit MNEs" tax avoidance
behavir. As a result of the project, it is revealed that tightening transfer pricing regulation
under sufficiently strict regulation can worsen welfare in a high-tax country.
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Arm’ s length principle: ALP

Cristea and Nguyen (2016)
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