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Corporate taxation and firm size: Evidence from Large-Scale Data

Onji, Kazuki
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(1) One project employed the bunching estimator to examine the impacts of
the Japanese value-added tax (VAT) on small enterprises using a large dataset maintained by a
private credit rating company. VATs make allowance for small enterprises to ameliorate their
administrative burden. We found that many Japanese enterprises clustered below the sales threshold,
as observed elsewhere in the world. This suggests that some small firms are manipulating their sales
to avoid becoming taxable and facing additional tax-filing costs. (2) Another project investigated
the tax incentives in corporate takeovers utilizing an analytical method known as the Matching
Maximum Score Estimator. Our finding suggests that one tax benefit of combining businesses is the
ability to write off interest expenses by increasing borrowing capacity.
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