 Table 3 - Comparing Foreign Countries for a US-based MNE

The U.K.
Canada
Italy
Australia
Germany
Denmark
Japan



















1)   Marginal Tax Rate

      (1990)
35%
44%
46%
49%
50%
50%
52%

a(i)
3.9%
3.9%
3.8%
1.6%
2.3%
3.8%
0.5%

b(usi)
4.6%
3.3%
8.4%
7.5%
5.4%
8.4%
5.5%

3)    PV of After-Tax

       Cash Flows*
21.67
18.67
18.00
17
16.67
16.67
16

4)    F(() = Value of

      Finan. Flexibility 
0.96
0.71
1.74
1.6
1.22
1.79
1.28

5)   Adjusted Present

       Value = (3) + (4)
22.63
19.38
19.74
18.6
17.89
18.46
17.28

6)   F(() as a % of 

      Adj. PV = (4)/(5)
4.2%
3.7%
8.8%


8.6%


6.8%
9.7%
7.4%

Value of Project assuming that each investment produces $1 in real pre-tax cash flows in every period

Percent of Profits Shifted () = 15%; Real interest rate = 3%

* At current marginal tax rates

 Table 3A- Assuming that Tax Rates in the Foreign Country are Stochastic

The U.K.
Canada
Italy
Australia
Germany
Denmark
Japan
US











1)  Marginal Tax Rate

      (1990)
35%
44%
46%
49%
50%
50%
52%
39%











(i)
3.9%
3.9%
3.8%
1.6%
2.3%
3.8%
0.5%
6%

3)(usi)
4.6%
3.3%
8.4%
7.5%
5.4%
8.4%
5.5%
N.A.











4a) Exp. PV of After-

  Tax Cash Flows
21.67
18.67
18.00
17.00
16.67
16.67
16.00
20.33











4b) Exp. PV of After-

 Tax CFs (assuming that tax rates are stochastic)
21.71
18.74
18.08
17.00
16.67
16.77
16.00
20.67











5) F(() = Value of

     Flexibility 
0.96
0.71
1.74
1.6
1.22
1.79
1.28
N.A.











Table 2 - Summary Statistics on Tax Data (1984-1990)


The U.K.
Canada
Italy
Australia
Germany
Denmark
Japan
U.S.





















1)   MarginalTax Rate

      (1990)
35%
44%
46%
49%
50%
50%
52%
39%











Mean Marginal

     Tax Rate
37%
49%
45%
48%
55%
49%
52%
45%











(i)
3.9%
3.9%
3.8%
1.6%
2.3%
3.8%
0.5%
6%











(usi)
4.6%
3.3%
8.4%


7.5%
5.4%
8.4%
5.5%
N.A.

Tax Rate in the U.S. (1990) = 39% (34% = National + 5% = Average of State Tax Rates)

Tax rates = Corporation Income Tax Rates (which combines National and Local Tax Rates)

