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In this research project, we focused on the issue of transfer pricing, where

multinational corporations avoid paying taxes by shifting profits from countries with high
corporate taxes to countries with low corporate taxes, and theoretically analyzed its relationship
with trade policy. We found that, because the transfer pricing manipulation of multinational
corporations is affected by the rules of origin in free trade agreements (FTAs), there is a case
where the conclusion of an FTA will increase corporate tax revenues, but will result in losses for
consumers and firms within the FTA region. We also showed that, when an importing country invokes
anti-dumping measures against transfer pricing manipulation, policies restricting transfer pricing
do not necessarily benefit countries with high corporate taxes.
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