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		This paper reviews the empirical literature on the impact of company taxes on the allocation of foreign direct investment. We make the outcomes of 25 empirical studies comparable by computing the tax rate elasticity under a uniform definition. The mean value of the tax rate elasticity in the literature is around -3.3, i.e. a 1%-point reduction in the host-country tax rate raises foreign direct investment in that country by 3.3%. There exists substantial variation across studies, however. By performing a meta analysis, the paper aims to explain this variation by the differences in characteristics of the underlying studies. Systematic differences between studies are found with respect to the type of foreign capital data used, and the type of tax rates adopted. We find no systematic differences in the responsiveness of investors from tax credit countries and tax exemption countries. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
		JEL Classification: F21, H25

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			De Mooij,  Ruud A. and Ederveen,  Sjef, Taxation and Foreign Direct Investment: A Synthesis of Empirical Research (October 2001).  Available at SSRN: https://ssrn.com/abstract=287850 or http://dx.doi.org/10.2139/ssrn.287850 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Ruud A. De Mooij (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				International Monetary Fund (IMF)  ( email )

			

			
			
				
				
				
					700 19th Street, N.W.
Washington, DC  20431
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: CESifo (Center for Economic Studies and Ifo Institute)]
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				CESifo (Center for Economic Studies and Ifo Institute) 

			

			
			
				
				
				
					Poschinger Str. 5
Munich, DE-81679
Germany

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Oxford University Centre for Business Taxation  ( email )

			

			
			
				
				
				
					Mansfield Road
Oxford, Oxfordshire OX1 4AU
United Kingdom

				

				
			

			
				
				
					HOME PAGE: http://people.few.eur.nl/demooij/
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Sjef Ederveen

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				CPB Netherlands Bureau of Economic Policy Analysis  ( email )

			

			
			
				
				
				
					P.O. Box 80510
2508 GM The Hague, 2585 JR
Netherlands
+31 70 33 83 373 (Phone)
+31 70 33 83 350 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://www.cpb.nl/eng/general/org/homepages/jpe/
				

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      872

			

		
		
		
			Abstract Views

			   11,211

		

		
		 
		
			Rank

			   51,121

		

		
	


	
		
            
            	       15 Citations
		

	

	
		
			
				       43 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    CESifo Working Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                CESifo Working Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            9,070

                                    

                                    
                                        PAPERS

                                           10,773

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Clemens Fuest at CESifo (Center for Economic Studies and Ifo Institute, University of Munich)

                                    

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Fiscal Paradise: Foreign Tax Havens and American Business

                        
                            By
                                
                                
                                    
                                    James R. Hines Jr.
                                     and 
                                
                                    
                                    Eric M. Rice
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Tax Policy and Foreign Direct Investment

                        
                            By
                                
                                
                                    
                                    David G. Hartman
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Altered States: Taxes and the Location of Foreign Direct Investment in America

                        
                            By
                                
                                
                                    
                                    James R. Hines Jr.
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Credit and Deferral as International Investment Incentives

                            
                                By
                                    
                                    
                                        
                                        James R. Hines Jr.
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Domestic Tax Policy and Foreign Investment: Some Evidence

                            
                                By
                                    
                                    
                                        
                                        David G. Hartman
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Tax Policy and Foreign Direct Investment in the United States

                            
                                By
                                    
                                    
                                        
                                        David G. Hartman
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Coming Home to America: Dividend Repatriations by U.S. Multinationals

                            
                                By
                                    
                                    
                                        
                                        James R. Hines Jr.
                                         and 
                                    
                                        
                                        R. Glenn Hubbard
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            International Taxation

                            
                                By
                                    
                                    
                                        
                                        Roger H. Gordon
                                         and 
                                    
                                        
                                        James R. Hines Jr.
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Income Shifting in U.S. Multinational Corporations

                            
                                By
                                    
                                    
                                        
                                        David Harris, 
                                        
                                    
                                        
                                        Randall Morck, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Tax Policy and the Activities of Multinational Corporations

                            
                                By
                                    
                                    
                                        
                                        James R. Hines Jr.
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.110 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
