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FDI Inflows and Outflows in Selected OECD Countries, Average for 1988–97
(In percent of total FDI flows)

�������

OECD: Mean and Standard Deviation of Statutory Corporate Tax Rates, 1988–97*
(In percent)
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Sources: IBRD data base; and IMF staff estimates.

Sources: International Bureau of Fiscal Documentation; and staff estimates.
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OECD: Mean and Standard Deviation of Effective Corporate Tax Rates, 1988–97
(In percent)

Sources: Bloomberg; and staff estimates.
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OECD: Cumulative Gross FDI flows for Low and High Tax Countries, 1988–97*
(In percent of GDP)

Sources: IBRD; and staff estimates.
* Country groups are defined in the text.
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OECD: Cumulative Net FDI Flows for Low and High Tax Countries, 1988–97*
(In percent of GDP)
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Source: Staff estimates.

Chart 7

Corporate Tax Revenues for Selected OECD Countries, 1988–97
(In percent of GDP)

Source: Staff estimates.
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Note: Estimated using year specific fixed effects. Estimation method: Feasible Least Squares. Robust standard errors in parenthesis. *, ** ,
and *** indicate statistical significance at the 10, 5, and 1 percent levels, respectively.

1) The Wald test is asymptotically distributed as c2 (k), where k is the number of independent variables.
2) Significance indicates that a fixed effects model may be preferable.
3) Significance indicates that a random effects model may be preferable.
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Effect of Taxes on FDI Outflows and Outflow Components
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Note: All specifications are two-factor fixed effects models (time and country specific effects) estimated using Feasible Generalized Least
Squares. The FDI components were estimated with country specific autocorrelation. Robust standard errors are in parenthesis. *, **,
and *** indicate statistical significance at the 10, 5, and 1 percent levels, respectively.

1) The Wald test is asymptotically distributed as c2 (k), where k is the number of independent variables.
2) Significance indicates that a fixed effects model may be preferable.
3) Significance indicates that a random effects model may be preferable.
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Effect of FDI on the Profit Tax Base

Model without FDI flows Model with FDI flows

FDI inflows (instrumented) 3.55*** (0.72)

FDI outflows (instrumented) -0.89* (0.48)

Growth
t-1

0.935*** (0.119) 0.668*** (0.123)

Real exchange rate indicator 0.042** (0.021) 0.040** (0.020)

Time trend 0.003*** (0.0008) 0.003*** (0.0009)

Number of observations 171 171

R2 0.13 0.17

Wald test1) 76.4*** 112.3***

Hausman test2) 5.56 7.24

Lagrange multiplier test3) 323.9*** 319.2***

Note: The dependent variable is the profit rate as defined in the text. Random effects for countries. Robust standard errors in parenthesis. *,
**, and *** indicate statistical significance at the 10, 5, and 1 percent levels.

1)  The Wald test is asymptotically distributed as c2 (k), where k is the number of independent variables.
2)  Significance indicates that a fixed effects model may be preferable.
3)  Significance indicates that a random effects model may be preferable.
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European Union: Statutory Corporate Income Tax Rates from 1990–1997
 (In percent)



��������	
����������������������������� ��

*�
����	�"�	��������������������
�����
�
�������"������"��	���	��
�����
���������	������
��
������
/ ����������������������"�	���������
�	������������	��
�����
��������
�����������""��������	�
��
�����������
���������������������
�����	�����������
�����
�����	���� �-�����	������
��������������

�"� ��	��� ���
�	����� 5�	��
��� �	���
��� �
�� ������� ������ ��� ��	�� ���
�"���
���� �""������� ��� ���
��	��
�����
�������	�������
�������
���������	����	�������
���
�5�	��
���
����������
��������
����
����	�����
�	�������
��	���
� ��������������
��������������������=���
��5�	��
�=��
��������������

������ ���	���� ��� ������ : 9� �
�� : 1I��	��
����� ���
�� �"� 5�;� ��	� �

���� 	����������� � G���
���
�	���������"	��������
�"���
��������"��������
��	<����
�� ��	���
����
���
�	���������������	��
��
������	��	����
��"�����
�������"����������	�����
�2 CI��	��
��������
���"�5�;���	��

�� 

������

European Union: Simulations Results for FDI Flows
(In percent of GDP)
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European Union: Simulation Results for the Corporate Income Tax Ratio
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Robustness: Simulation Results for Germany, Ireland and Italy for Different Samples and
Specifications, 1990–97 Average
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1) Recall that for the components, data were only available for a subset of countries.
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