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Tax Competition and China's Direct Investment in the Countries along the Belt and Road

Li Xiao, Deng Liping and Wang Zhixuan

Abstract: Tax competition is an important factor affecting China's direct investment in the countries along the Belt and Road.

In the process of transforming the countries along the Belt and Road tax research from the macro layout to the fine details, it is

necessary to study the impact of tax competition from a spatial perspective. This paper, based on the calculation of the marginal

effective tax rate of capital, utilizes the national panel data of 43 countries along the Belt and Road from 2004 to 2015, constructing

a spatial analysis framework including tax competition, and analyzes empirically the impact of tax competition on China's

direct investment in the countries along the Belt and Road. The paper finds that the marginal effective tax rate of capital in the

countries along the Belt and Road significantly hinders the inflow of Chinese direct investment. However, the current driving

force for tax competition in the Belt and Road countries is not significant. This is mainly because the concentration of Chinese

capital in the Belt and Road countries reduces the possibility of regional tax competition.

Key words: Tax competition; The Belt and Road; Foreign direct investment; Capital agglomeration; Spatial effect
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