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Main messages 

•! Consequences: loss in tax revenues (minor) but potentially 
significant losses in terms of jobs and competitiveness 

•! The paper identifies policy change in UK and Japan from credit 
system to exemption and its related gain for M&A abroad: UK 
(+5.1%) and Japan (+31.1%). 

•! Premise: Residence-based taxation is less distortive; worlwide 
corporate taxation is distortive and deters multinationals´location 

•! Empirical model used to simulated regime switch in the US: 
+16.9%  

•! Countries with worlwide taxation (tax credit) of MNCs should 
switch to exemption systems 
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(3) Policy implication #1 : What about 
differences in taxable income definition?  
 
•!Differences in corporate tax regimes (credit vs. 
Exemption) only part of the problem 

•!Differences in allowances/definition of taxable 
income are much more complex 

•!Adoption of CCCTB in the EU much needed 

•!… but relations with third countries matter 
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abusive profit shifting in low taxes juridictions. 
 
Large multinationals often pointed out as massive as tax 
avoiders, e.g. Starbuck decision to pay extra £10m a year more 
in 2013-14 than it is required to pay by law to please UK 
customers 
 
But in general, more needs to be done to ensure level-playing 
field for MNCs both within the EU and globally (harmonisation of 
CFC rules?) 
 
 
 
 



Thank you!  


