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Publication does not, however, imply that each member of the Board has read the manuscript, or 
that either members of the Board in general or the special committee have passed on its validity 
in every detail. 

6 .  Publications of the National Bureau issued for informational purposes concerning the work 
of the Bureau and its staff, or issued to inform the public of activities of Bureau staff, and volumes 
issued as a result of various conferences involving the National Bureau shall contain a specific 
disclaimer noting that such publication has not passed through the normal review procedures 
required in this resolution. The Executive Committee of the Board is charged with review of all 
such publications from time to time to ensure that they do not take on the character of formal 
research reports of the National Bureau, requiring formal Board approval. 

7. Unless otherwise determined by the Board or exempted by the terms of paragraph 6, a copy 
of this resolution shall be printed in each National Bureau publication. 

(Resolution adopted October 25. 1926, as revised through September 30, 1974) 



Contents 

Acknowledgments ix 

Introduction 1 
Alberto Giovannini, R. Glenn Hubbard, and Joel 
Slemrod 

I. INTERNATIONAL FINANCIAL MANAGEMENT 

1. Taxes and the Form of Ownership of Foreign 
Corporate Equity 13 
Roger H. Gordon and Joosung Jun 
Comment: Alberto Giovannini 

2. Impacts of Canadian and U.S. Tax Reform on 
the Financing of Canadian Subsidiaries of 
U.S. Parents 47 
Roy D. Hogg and Jack M. Mintz 
Comment: Neil Bruce 

3. The Effects of U.S. Tax Policy on the Income 
Repatriation Patterns of U.S. Multinational 

Rosanne Altshuler and T. Scott Newlon 
Corporations 77 

11. INVESTMENT 

4. Taxation and Foreign Direct Investment in 
the United States: A Reconsideration of 
the Evidence 119 
Alan J. Auerbach and Kevin Hassett 
Comment: James M. Poterba 

vii 



viii Contents 

5. On the Sensitivity of R&D to Delicate Tax 
Changes: The Behavior of U.S. Multinationals 
in the 1980s 149 
James R. Hines, Jr. 
Comment: Bronwyn H. Hall 

6. The Role of Taxes in Location and Sourcing 
Decisions 195 
G. Peter Wilson 
Comment: R. Glenn Hubbard 

111. INCOME SHIFTING 

7. Explaining the Low Taxable Income of Foreign- 
Controlled Companies in the United States 
Harry Grubert, Timothy Goodspeed, and 
Deborah Swenson 
Comment: Jeffrey K. MacKie-Mason 

8. Income Shifting in U.S. Multinational 
Corporations 277 
David Harris, Randall Morck, Joel Slemrod, and 
Bernard Yeung 
Comment: John Mutti 

237 

Contributors 
Author Index 
Subject Index 

309 
31 1 
315 



Acknowledgments 

This volume includes nine papers that were prepared as part of a research 
project on international aspects of taxation, undertaken by the National Bu- 
reau of Economic Research. The authors present new empirical studies of 
effects of tax policy on decisions of multinational corporations in three areas: 
international financial management, investment, and income shifting. This 
research was the focus of a conference attended by academics, policymakers, 
and representatives of international organizations. The conference was held in 
New York on September 26-28, 1991. 

The editors are grateful to the Ford Foundation and the Starr Foundation for 
financial support of this project. The success of the conference and the proj- 
ect also depended on the efforts of Robert Allison, Kirsten Foss Davis, Ilana 
Hardesty, and Jane Konkel of the National Bureau of Economic Research. 

Alberta Giovannini, R .  Glenn Hubbard, and Joel Slemrod 

ix 



This Page Intentionally Left Blank




