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This project investigates to compare the corporate tax rate or subsidies for
multi-national firms in the competitive equilibrium with theses that the supra-national government
determines to maximize the world social welfare level. Two main studies were conducted in this
project. One study analyzed the optimal corporate tax rate in the presence of unemployment. This
study showed that countries with larger markets impose higher tax rates and that higher production
costs decrease the corporate tax rate. The other study analyzed whether governments impose different
tax rates or subsidies on home and multinational firms. The study found that imposing lower
corporate taxes or subsidies only on multinationals will increase inefficient foreign direct
investment. As a result, this study showed that the welfare level in the world is lower than the
optimal level.
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