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Export-oriented Trade Policy and FDI Competition
among Developing Countries

LIN Long-hui', XIANG Hong-jin’s FENG Zong-xian'

(1.School of Economics and Finance, Xi’an Jiaotong University, Xi’an 710061, China ;
2. School of Economics and Trade, Hunan University s, Changsha 410079, China)

Abstract: By constructing a competition model with two countries, the pa-
per analyzes the impacts of strategic trade policies such as import tariffs and export
subsidies on the attraction for FDI in developing countries. The results are as fol-
lows: firstly, wage level and import tariff have no direct effects on FDI competi-
tion if both developing countries take export subsidies policies; secondly, as to
countries with high total factor productivity, export subsidies have positive effects
on FDI under high tariff level, but if both countries’ tariff levels come down by a
big margin, export subsidies are not beneficial to domestic FDI competition. The
conclusions are of great significance to the policy adjustment of attracting invest-
ment and export tax rebate,

Key words: developing country; FDI competition; strategic trade pol-

icy; total factor productivity
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