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FOREIGN DIRECT INVESTMENT AND INTERNATIONAL 

TAX COMPETITION: A LITERATUR RESEARCH  

Abstract 

In this research, impact of countries’ competition policies towards 
international taxation applications on FDI has been researched and it was 
examined that if amount of inward FDI is affected by host country tax burden on 
capital income or not. In this context, primarily the relation between host country 
corporate income tax rates and inward FDI flows into the G-8, BRIC, emerging 
Asian, emerging American countries and Turkey presented for the period of 1985 - 
2009 depending on the datas and reports of OECD and UNCTAD;  and then 
Hartman, Slemrod, Hines and other scientists’ findings in their empirical studies 
regarding the impact of international tax competition on FDI were discussed; 
additionally average semi-elasticity values regarding the sensitivity of FDI to tax 
were reviewed. Relation between host country corporate income tax rates and 
inward FDI flows within the chosen country groups and Turkey, findings of 
empirical studies and average semi-elasticity values reveal to the extend that is 
discussed in the international literature, host country corporate income tax rates 
have an increasing influence on inward FDI flows. 

Keywords: Foreign Direct Investment (FDI), International Tax 
Competition, Transnational Corporations (TNCs), Global Value Chains. 
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