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This study examines the relationship between the direct investment of

Japanese multinational corporations and taxation, based on system analyses that takes into account
the actual taxation practices, as well as theoretical analyses that incorporates the theories of
optimal taxation and international investment. In order to clarify the relationship, we conducted an

empirical analysis using recent location count data in Europe. As a result, the negative effects of

taxation were found to be greater in the order of financial industry, service industry,
manufacturing industry and wholesale and retail industry through the estimation of tax rate
elasticity. In particular, the tax rate was not generally significant for the location of
wholesalers, but this may be due to the characteristics of overseas expansion by this industry as
horizontal direct investment and the presence of local Japanese manufacturers, which could have
weakened the effect of taxation.
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