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Abstract

His research work determines which are the
effects of international double taxation on fo-
reign investment in Latin America and the Cari-
bbean, considering the results during the years
2008 to 2020, it is defined in monetary factors
the effects and the cost of investment by coun-
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try in which it is sought to determine the import
when determining the subscription of double ta-
xation agreements with the countries, demons-
trating through a descriptive study that the grea-
ter the signature of international double taxation
agreements, the more equitably the inflow of
foreign investment resources to the destination
country increases, favoring the country’'s eco-
nomy, influenced by negative factors caused by
the affectation of the Coronavirus (Covid-19).
The research was carried out under the des-
criptive research methodology, where the phe-
nomenon of double taxation is analyzed from
the economic perspective of direct investment
versus the double taxation agreement. Legal re-
gulations (double taxation treaties, concepts, ju-
risprudence), Scopus scientific journals, reports
from international organizations (OECD) on in-
ternational taxation and the analysis of related
information in the theoretical framework were
taken into account. From these valuable con-
tributions are visualized, both for the academic
community and for the States and international
organizations that investigate the phenomenon
of double taxation. Conclusions: Having networ-
ks of double taxation agreements for double
taxation, shows an attitude open to the outside
and receptive to the maintenance of economic
relations that helps foreign trade, it is also evi-
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dent that the greater the number of agreements
signed by the Governments and clear fiscal poli-
cies on internal taxation of the countries foreign
direct investment grows.

Key words: international tax law; international
treaties, government, taxation, direct invest-
ment, economy.

Resumen

Este trabajo de investigacion determina los efec-
tos de la doble tributacion internacional sobre
la inversion extranjera en American Latina y el
Caribe, al considerar los resultados entre 2008 y
2020. Se definen factores monetarios sobre los
efectos y el costo de inversién por pais en los
que se busca determinar la importacion al de-
terminar suscripcion de los contratos de doble
imposicion con los paises, demostrando por un
estudio descriptivo que, a mayor firma de conve-
nios de doble tributacion internacional aumenta
igualmente la entrada de recursos de inversion
extranjera al pais, lo que favorece la economia,
influyendo en factores negativos ocasionados
por la afectacion del Coronavirus (Covid-19). La
investigacion se realiz6 bajo la metodologia de
investigacion descriptiva, donde se analiza la
doble tributaciéon con la 6ptica econdmica de la
inversion directa frente al convenio de doble im-
posicion tributaria. Se consideraron las normas
juridicas (tratados de doble tributacién, concep-
tos, jurisprudencia), revistas cientificas de Sco-
pus, informes de organismos internacionales
(OCDE) acerca de la tributacién internacional

y del andlisis de la informacion relacionada en
\
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e

el marco tedrico. De este, se visualizan aportes
para la comunidad académica y para los Esta-
dos y organismos internacionales que investi-
gan el fenémeno de la doble tributacion. Se con-
cluye con el estudio que disponer de convenios
de doble tributacion internacional muestra una
actitud abierta al exterior y receptiva al mante-
nimiento de relaciones econédmicas que ayudan
al comercio exterior, ademas se observa que a
mayor numero de convenios firmados por los
gobiernos y politicas fiscales claras sobre tribu-
tacion interna de los paises crece la inversion
directa extranjera.

Palabras clave: derecho tributario internacional;
tratados internacionales, gobierno, impuestos,
inversion directa, economia.
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INTRODUCTION

International double taxation are barriers en-
countered by multinational companies and
foreign capital when making investments in di-
fferent countries, causing tax discrimination in
some countries where their tax rates are high
and their internal policies of international taxa-
tion seek to record the world income of Whe-
ther or not taxpayers find legal stability in La-
tin America and the Caribbean, which affects
the national economy and the gross domestic
product of the countries. Despite these border
barriers in foreign trade, the fiscal policies of
governments must be framed in the economic
opening of the country to have a trade balance
in imports and exports. There are previous stu-
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dies that were analyzed in the research, such
as Black (1974), Easson (2000) and Barrios
et al. (2012), who define double taxation trea-
ties as a network that must be eliminated, to
capture foreign investment in the country, and
prevent the profits of natural and legal persons
from being recorded by two or more states, sin-
ce States have the tax power to record income
with their own tax regulations. Likewise, the de-
veloped countries seek to make the investment
not in the country but abroad with the countries
that are undergoing redevelopment. Therefore,
economic dynamics require that double taxa-
tion agreements be negotiated between one or
more countries in the treaty network. These dy-
namics seek to eliminate tax evasion and illu-
sion in cross-border operations, where tax plan-
ning is aggressive in the international context.
Its mode allows the Tax and Customs Direc-
torates of the countries to be clear about the
rules of the game for the internal taxation of
foreign investment income. For this reason, the
following question arises: Do international dou-
ble taxation treaties influence foreign direct in-
vestment in Latin America and the Caribbean?

The research was carried out with the descrip-
tive methodology, where the phenomenon of
double taxation is analyzed from the economic
perspective of direct investment versus the
double taxation agreement. Legal regulations
(double taxation treaties, concepts, jurispru-
dence), Scopus scientific journals, reports from
international organizations (OECD) about inter-
national taxation and the analysis of related
information in the theoretical framework were
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taken into account. From this, valuable contri-
butions are visualized, both for the academic
community and for the States and international
organizations that investigate the phenomenon
of double taxation.

THEORETICAL FRAMEWORK

International taxation is applied at a global level,
where the contracting countries of the tax treaty
agreements participate. In these, the regulation
of national and global source income for the
contribution of taxes is determined, according
to Barrios et al (2012 ), the tax system is inter-
preted as a network where two countries define
how the income of a country is channeled. coun-
try to another. The effects of the application of
double taxation agreements have been analyzed
in different studies using the database of the Or-
ganization for Economic Cooperation and Deve-
lopment (OECD) , on the flows of foreign direct
investment in the countries, as Egger and Merlo
point out. (2011 ). Barthel et al. (2010) conclu-
de that foreign direct investment has positive
effects on foreign investment in multinational
companies. Blonigen et al. (2014 ), find positi-
ve effects of double tax agreements on foreign
direct investment. However, Blonigen and Da-
vier (2004), Egger et al. (2006), Egger and Merlo
(2011), Blonigen et al. (2014 ), in investigations
carried out, conclude that the effects of double
taxation agreements are not conclusive on the
growth of taxes and the origin of the agreements.
The current models that are the negotiation gui-
de for international double taxation agreements
are stipulated by the Organization for the OECD
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and that of the United Nations Organization (UN).
The bases of interpretation are contained in the
Vienna Convention on the Law of Treaties, and
the structure of the treaties contains the scope
of application of persons and taxes. The section
on the definitions of permanent residence and
establishment, the income that contains the ru-
les for taxation of interest, dividends, canons, ca-
pital gains and business profits, the Capital sec-
tion, the section on double taxation and, finally,
the provisions In general, this structure must be
taken into account by the contracting countries
when negotiating agreements.

Treaties against Double Taxation are characteri-
zed by the obligation of the States to ensure the
nature of their internal laws in their respective
jurisdictions, this is done to avoid the problems
derived from the classification of dualist and
monist systems.

The monist system does not need to incorpora-
te a treaty as a law of national order, since it is
based on the certainty that the instruments rati-
fied internationally in some states by their inter-
nal law have precedence over local regulations,
in order to provide legal certainty. to foreign in-
vestors. some examples of these systems are
France, Japan, Luxembourg, Holland, Portugal,
Spain and Switzerland.

The dualist system is the one that requires apart
from the existence of the international treaty
that validates the double taxation agreement
and needs a norm of internal law that adopts it
in the current legal system of each country so
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Vol. 51 | Ndm. 1 | Enero - junio 2021

that it can be valid. This system is accepted by
countries such as Australia, Canada, Denmark,
India, Israel, New Zealand, Norway, Sweden and
the United Kingdom. United. This dualistic sys-
tem is the one used in Colombia, since in the
article 224 of the Constitution National Policy
describes this procedure.

The purposes that justify the creation of dou-
ble taxation agreements are due to the specific
need to provide alternatives and legal certainty
to taxpayers who interact in a globalized world,
since what is wanted to be avoided is that there
is a double tax on the same event, that it does
not cause tax discrimination, that a tax dispute
resolution mechanism be created, that coopera-
tion between states be strengthened to prevent
tax avoidance or evasion.

For a correct interpretation of the treaties, three
dates that have an important relevance to inter-
pret the agreements must be taken into account,
these are:

The date of signing the agreement: this date is
taken into account to identify from what mo-
ment the tax situations covered by the treaty be-
gin to be described.

The date of entry into force of the treaty: since
there is an exchange of notes between the sta-
tes that validate the agreement in a reciprocal
manner, so that, depending on the validation
system of the treaty, whether it is dualist or mo-
nist, there will be certainty of entry into force.
validity of the agreement.
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Effective date of each tax: The internal law of each state must be analyzed to determine the start and
end date of the fiscal year of each state, since when a double taxation treaty or any tax rule is appro-
ved, whether it is internal law, it becomes effective in the following fiscal year.

Between internal regulations and double taxation treaties, there is a series of powers applicable to
all states. Some of the existing agreements include the agreement between the Government of the
Republic of Colombia and the Government of the Republic of Italy, an agreement between the Gover-
nment of the Republic of Colombia and the Government of the Republic of Panama to avoid double
taxation, an agreement between the Government of the Republic of Colombia and the Government of
the Republic of Panama to avoid double taxation, among others that have been negotiated with the

states. Which can be synthesized like this:

Double taxation treaties and domestic law.

Treaties of double taxation

Domestic law

The treaty does not create a new tax that describes a genera-
ting event, but rather creates a procedure to determine when
an active subject and a passive subject must assume certain
powers and obligations, respectively, to avoid charging the
same tax twice.

The internal regulations are the only ones that define when
there is a tax structure, that is to say that the generating event,
active subject, passive subject and the rate are clearly indi-
cated, structures that are fundamental when creating regula-
tions for a tax system.

A characteristic of the treaties derives from the fact that in
these documents endorsed by two or more states, the collec-
tion of certain taxes can be restricted, but their rates cannot be
increased, this is known as the principle of non-aggravation.

The competence to increase the rate of a tax is unique and
exclusive to the regulations of each state, therefore, in this as-
pect, internal law will always prevail and that double taxation
treaties may not modify the rate of a certain tax.

The treated international double taxation, in order to pro-
vide legal certainty, always take precedence over the inter-
nal regulations of each country in the powers that corres-
pond to it.

Internal regulations are subordinated to international regula-
tions in most aspects.

It gives taxpayers the possibility of availing themselves of the
most favorable norm, whether it is the one contained in the
treaty or the norms of internal law of the country where they
are considered tax residents.

In the event of a dispute that cannot be settled by the inter-
pretation of double taxation agreements, the rules of domes-
tic law are applied, where the taxpayer is considered a tax
resident.

Source: own elaboration (2021).
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Interpretation of double
taxation agreements

Double taxation treaties are interpreted accor-
ding to international custom, which is embo-
died in the Vienna Convention that regulates the
main aspects of the law of treaties. This conven-
tion was adopted by Colombia through Law 32
of 1985. The Vienna Convention is the central
treaty for the interpretation of double taxation
treaties, for example, article 31 of said conven-
tion describes the following rules:

1. A treaty must be interpreted in good faith
in accordance with the ordinary meaning gi-
ven to it. of attribute a the terms of treaty in
the context of these Y having in bill its object
Y finish.

2. For the effects of the interpretation of a trea-
ty, the context will understand, what's more of
text, included its preamble Y annexes:

a. All agreement that | know refer to the trea-
ty Y is been concerted Come in all the parts
with reason of the celebration of treaty;

b. All instrument formulated by a either plus
parts with reason of the celebration of treaty
Y accepted by the the rest What instrument
Referrer to the treaty;

3. Together with the context, there will be
of to have in bill:
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a. All agreement subsequent Come in the
parts about of the interpretation of treaty
either of the app of their dispositions;

b. All practice subsequently followed in
the app of treaty by the which note the
agreement of the parts about of the inter-
pretation of treaty;

c. Allrule relevant of law international appli-
cable in the relations Come in the parts.

4. 1 know give to a a finished a sense special
Yes consists that such it was the intention of
the parts.

Also in article 32 of the Vienna Convention,
some complementary rules of interpretation
are indicated, such as:

| know will be able go a media of interpretation
complementary, in particular a the preparatory
work of the treaty and the circumstances of
its conclusion, to confirm the meaning resul-
ting from the application of article 31, or to
determine the sense when the interpretation
Dadaist of accordance with the Article 31:

* leave ambiguous or Dark the sense; either

+ drive a a result manifestly absurd either
unreasonable.
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The conflicts that may be caused by the diffe-
rence of languages in which a treaty is imple-
mented, are settled by the convention, since it
indicates that when there are two languages
in the international instruments, both will have
the same prevalence, unless the parties agree
on the prevalence of one language over the
other.

Main double taxation
agreement schemes

In the globalized world in which we find our-
selves, international organizations have a
great influence on international regulations.
Therefore, some international models of some
transnational state organizations stand out,
such as the models to avoid double taxation
of OECD Y the of the UN, both models can be
used to negotiate agreements between two or
more countries. However, in practice, it is ob-
served that the number of agreements signed
with respect to the OECD model, are more at-
tractive for countries, because it contains the
annexes of legal interpretation and understan-
ding between the negotiators of the states.
OECD double taxation scheme

Since 1955, a fiscal committee was created
in the OECD, which created a draft agreement
that was disclosed in 1963 and that in several
meetings of the states that were part of the
OECD, the fiscal affairs committee in 1977
issued a final version of said agreement. Sin-
ce then, the double taxation model has been
periodically reviewed, since the models must
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adapt to changes in international trade and
the globalized society.

The OECD model has a clear purpose of pro-
viding legal certainty and promoting foreign
investment. For this reason, the states that
adhere to the guidelines of this organization
must relinquish certain powers in tax matters.
To a certain extent, this makes some states
lower their collection levels, but this also
means that they are more attractive to foreign
investment because the tax rates are more be-
neficial.

This model has the purpose of favoring the
State where the taxpayer has his fiscal resi-
dence, which allows greater ease for interna-
tional trade and the collection of capital-ex-
porting countries to the detriment of countries
that receive foreign capital, although the latter
attract greater foreign capital and investors.

UN double taxation scheme

In 1980, the UN created a model international
treaty to avoid double taxation, to replace the
manual for the negotiation of tax agreements
between states. Said model was elaborated
by a group of notables who generated a do-
cument where they wanted to prioritize inter-
national cooperation in tax matters. In 2003,
this model underwent some modifications,
and also in 2004 a statute was created that
regulates the actions of the people who made
up the committee of experts, which modified
the agreement until 2011.
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The main characteristics of this model lie in
trying to balance the taxes of the States of the
source of income and those originated by the
country where the taxpayer has his fiscal re-
sidence, to favor withholding in the first more
than in the second, that is, say try to benefit
the State where the activity or resources that
produce profitability are located.

The following UN scheme criteria are identified:

* The income must be taxable on a base net,
this means that the costs and expenses as-
sociated with the activity that produced the
income from foreign capital must be taken
into account.

* Promote rates that do not discourage fo-
reign investment to the extent that internal
legal systems allow.

* A procedure must be created to share the
profitability between the states that receive
the capital and the state where the taxpayer
who owns the capital has tax residence.

Foreign direct investment impacts the fiscal
policy for the economic development of a
country and has an impact on various areas
of the economy and tax revenues, countries
with developing economies must be attractive
for the countries that invest, they must con-
sider several factors such as the political fra-
mework, the economy, the markets for goods
and services, the costs and ease of invest-
ments. Castillo and Lépez (2019) consider
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that the economic variables measure foreign
investment and the fiscal policy variables that
affect the location of investors, if the factors
are not considered, direct foreign direct invest-
ment will be null. Van”t Riet and Lejour (2018)
and Hong (2018) establish that many multina-
tional companies divert resources from direct
investment through a third country that provi-
des the benefits to avoid the high tax rates of
the host country on income. outgoing passive.
Without the opening of international business
and double taxation agreements, the economy
in the countries would be affected by internal
and global income since companies can in-
vest in tax havens due to low tax rates and the
reserve of data.

Braun and Weichenrieder (2015) and Schjel-
drup (2016) determine that multinational com-
panies demand secrecy in cross-border ope-
rations and profits obtained, from which the
need for the network of international double
taxation treaties is derived so that tax discri-
mination does not occur. between countries.
Davies et al (2009) find a passive effect in the
network of double taxation agreements when
multinational companies locate subsidiary
companies in a country with a treaty, kee-
ping in mind the legal stability in the treaties.
Marques and Pinho (2014), Murthy and Bha-
sin (2015) and Neumayer (2007) analyze the
experimental method through foreign invest-
ment flows with economic indicators, trade
openness, gross domestic product, inflation
and other factors to determine the economic
benefits of double taxation agreements.
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METHOD

The research was carried out under the des-
criptive research methodology, where the phe-
nomenon of double taxation is analyzed from
the economic perspective of direct investment
versus the double taxation agreement. Accor-
ding to Hernandez (2006), descriptive studies
seek to specify the properties, characteristics
and profiles of any phenomenon that is sub-
jected to this type of analysis. The descriptive
method consists of analyzing the scope of the
levels of association of one or more variables
in a population from the main direct sources
of study, among others. Therefore, legal stan-
dards (double taxation treaties, concepts, ju-
risprudence), Scopus scientific journals , re-
ports from international organizations (OECD)
about international taxation and the analysis
of related information in the theoretical fra-
mework were taken into account. In this way,
a research work was carried out that, in some
way, is interesting and contains valuable con-
tributions, both for the academic community
and for the states and international organiza-
tions that investigate the phenomenon of dou-
ble taxation.
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RESULTS

Double taxation treaties in
Latin America and the Caribbean

The signatures of the international double ta-
xation agreements are fundamental for the
different countries in order to have economic
growth of the investments and in the coun-
tries that collect the resources of the invest-
ments for the economic development of the
nation, the count of the agreements signed by
the countries studied, to determine the impli-
cit results of direct foreign investment in the
countries they represent, if a greater number
of signed agreements increases investment.

The following table shows the number of trea-
ties signed to date by the different countries.
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Number of agreements signed by country.

Vol. 51 | Nam. 1 | Enero - junio 2021

Country

Number of CDIs signed

South America

Argentina

Bolivia

Brazil

Chile

Colombia

Ecuador

Paraguay

Peru

Uruguay

Venezuela (Bolivarian Republic of)

Mexico

Central America

Costa Rica

El Salvador

Guatemala

Honduras

Nicaragua

Panama

=k | kAN

N

Caribbean

Antigua and Barbuda

Bahamas

Barbados

Belize

Dominica

Grenade

Guyana

Haiti

Jamaica

Dominican Republic

Saint Kitts y Nevis

* N | k| k| k| kN W F| D

Saint Vincent and
the grenadines

*

St. lucia

Surinam

Trinidad and Tobago

Information from the tax administration by country.

* Information not related in the database of the countries of the tax administration by country.

Source: own elaboration (2021).
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South American countries

The following countries with the highest foreign
direct investment received from 2005 to 2020
stand out, with Brazil being one of the countries
with the best accumulated investment attracti-
veness of $79,738 million dollars, followed by
Chile worth $106,347 million dollars, Colombia
of $139,212 million dollars, Argentina $79,738
million dollars, Peru $56,957 million dollars.

Countries with the highest foreign direct investment.
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These results are originated by several double
taxation treaties signed in the last 15 years
where the economy of the countries is sought
to expand, and the internal fiscal policies that
are defined in the different governments.

Next, the following table is presented with
the countries with the highest foreign direct
investment:

Country 2005 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | Total
South America 691.839 | 141.334 | 123042 | 112.535 | 111.712 | 120.949 | 113.380 | 67 565 1.291.749
Argentina 37.497 5.065 11.759 3.260 11.517 11.717 6.663 4.019 79.738
Bolivia 4.571 657 555 335 712 302 -217 -1.097 5.818
Brazil 82.390 87.714 64.738 74.295 68.885 78.163 69.174 44.661 343.273
Chile 41.585 23.558 20.879 12.329 6.128 7.760 12.587 8.528 106.347
Colombia 61.221 16.169 11.724 13.848 13.837 11.535 14.313 8.100 139.212
Ecuador 2.571 772 1.323 756 625 1.388 974 1.190 7.021
Paraguay 2.122 412 308 425 576 458 522 568 5.391
Peru 22.077 3.930 8.314 6.739 6.860 6.967 8.055 982 56.957
Uruguay 2.448 4.085 2.673 -520 2.640 1.773 1.307 614 5.215
Venezuela 13.116 -1.028 769 1.068 -68 886 14.743
Mexico 67.784 28.631 35.789 38.861 33.122 37.676 29.424 31.365 160.902

Source: Prepared by the authors based on foreign direct investment inflows in South America,

(in millions of dollars). OECD (2021).

Regarding the countries indicated, it is highli-
ghted that, as of January 25, 2022, the Coun-
cil decided to take the first step to access, as
a member of the OECD, Brazil, Argentina and
Peru. Colombia was accepted in 2020 and Chi-
le in 2010, the variations between foreign direct
investments vary due to fiscal and strategic
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conditions for multinational transactions, and
the benefits of the tax rates offered by the coun-
tries. The variations obtained during the last two
years 2019-2020, as detailed in the following ta-
ble due to the impact of the Covid-19 pandemic,
which froze negotiations abroad, resulting in ne-
gative differences due to the impact.
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Variations 2079-2020 due to the impact of the Covid 19 pandemic.

Vol. 51 | Nam. 1 | Enero - junio 2021

Absolute Difference

Relative Difference

Country | 2019 | 2020 2020-2019 2020-2019 (in percentages)
South America 113.380 67.565 -815 -40
Argentina 6.663 4.019 -2.644 -397
Bolivia -217 -1.097 -881 -407
Brazil 69.174 44.661 -24.513 -35
Chile 12.587 8.528 -4.059 -32
Colombia 14.313 8.100 -6.214 -43
Ecuador 974 1.190 216 22
Paraguay 522 568 46 9
Peru 8.055 982 -7.074 -88
Uruguay 1.307 614 -693 -53
Venezuela
Mexico 29.424 31.365 1.941 7

Source: own elaboration based on the relative difference of foreign investment

due to COVID in South America - OECD (in millions of dollars) (2021).

Central American countries

Among the Central American countries, the ones that stand out with the greatest reception of foreign
indirect investment are the following: Panama with a total of $15,770 million dollars: followed by
Costa Rica with a value of §9,462 million dollars; Nicaragua $7.040 million dollars; Guatemala $6,848,
million dollars; Honduras $5,906 million dollars; and finally El Salvador $4,891 million dollars. The
countries indicated are not currently members of the OECD, however, they have signed agreements
with different countries outside the region.
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Foreign direct investment inflows in Central American countries - OECD (In millions of dollars).

Country 200% | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | Total
Central America | 30.457 12.231 11.924 11.864 10.897 12.526 11.611 1.237 102.747
Costa Rica 3.205 3.242 2.956 2.620 2.925 3.015 2.719 2.103 9.462
El Salvador 1.299 306 396 348 889 826 626 201 4.891
Guatemala 3.977 1.442 1.231 1.174 1.130 981 975 915 6.848
Honduras 3.794 1.704 1.317 1.147 941 1.380 947 224 5.906
Nicaragua 3.561 1.077 967 989 1.035 838 503 182 7.040
Panama 6.306 4.459 5.058 5.585 3.977 5.487 5.891 -2.388 15.770

Source: own elaboration from foreign investment inflows- OECD (In millions of dollars) (2021).

Regarding the situation experienced in the last two years due to Covid-19 over the year 2019, in Central
America it obtained a total of $11,611 million dollars, and in 2020 $1.23 million dollars, presenting an
absolute difference of $-10,434 and relative difference of -89.

Relative difference in foreign investment due to COVID in Central American countries
- OECD (in millions of dollars).

Country | 2019 | 2020 | Absozl(L;tzeo-Dzn:)f%a o | 2020|?§|6?'1t 3’%3 gfe?f:iﬁgges)

Central America 11.611 1.237 -10.434 -89

Costa Rica 2.719 2.103 -616 -23

El Salvador 626 201 -435 -68

Guatemala 975 915 -60 -6

Honduras 947 224 -723 -76

Nicaragua 503 182 -321 -64

Panama 5.891 -2.388 -8.280 -141

Source: own elaboration from Relative difference in foreign investment due

to COVID in South America - OECD ( in millions of dollars) (2021).
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Caribbean floors

Foreign direct investment inflows in Caribbean countries. - OECD (In millions of dollars).

Country | 20053 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | Total
Caribbean 10.501 |8.773 5.676 5.948 6.406 5.861 7.189 5.312 49.805
antigua and 645 46 114 97 155 205 % 22 1.380
Bahamas 6.395 3551 713 1.260 901 947 611 897 11.724
Barbados 1.963 592 418 269 206 242 215 262 4.167
Belize 607 153 65 44 24 118 94 76 1.181
Dominica 207 12 7 42 22 77 59 25 451
Grenade 374 107 156 110 156 176 215 146 1.440
Guyana 1.088 255 122 58 212 1119 1.712 1.044 3.447
Haiti 702 94 104 93 385 105 55 1.538
Jamaica 2.286 582 925 928 889 775 665 325 7.375
gg&'&'ﬁf” 5133 2.209 2205 |2.407 3.571 2535  |3.021 2.554 11.725
Saint Kitts 616 157 128 121 48 34 64 47 1.215
Saint Vicente
and the 566 124 124 80 163 42 82 73 1.254
Grenadines
St. lucia 583 65 152 162 49 57 30 15 1.113
Surinam 43 164 267 300 96 131 84 1.085
Trinidad -540 661 177 24 -471 -700 184 -175 - 888
and Tobago

Source: own elaboration based on foreign direct investment inflows in Caribbean countries. — OECD (2021).

Among the main countries with the highest indirect investment received in the Caribbean is the Do-
minican Republic, worth $11.725 million dollars; followed by the Bahamas for $11,724 million dollars;
Grenada worth $1.44 billion dollars; Saint Vincent and the Grenadines for $1.254 million; and the other
countries of the Caribbean. The countries indicated are not part of the OECD.
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Foreign direct investment inflows in Caribbean countries, - OECD (In millions of dollars)

Diferencia absoluta

Country | 2019 | 2020 2020-2019 | 2020|-)2lfoe1rgn(cef ;;glf::telzmajes)
Caribbean 7.189 5.312 -1.822 -26
Qgtfu”daaa”d 96 22 -74 77
Bahamas 611 897 286 47
Barbados 215 262 47 217
Belize 94 76 -18 -19
Dominica 59 25 -34 -58
Grenade 215 146 -69 -321
Guyana 1.712 1.044 -669 -391
Haiti 55
Jamaica 665 325 -340 -511
ng&'&'{f” 3.021 2.554 -467 15
Saint Kitts
and Nevis 64 47 17 263
Saint Vicente
and the 82 73 -9 -11
Grenadines
St. lucia 30 15 -16 -51
Surinam 84 -83 -990
lﬂ?‘?’igago 184 175 359 195

Source: own elaboration based on foreign investment inflows by Caribbean countries, - OECD (2021).

According to the analysis of foreign direct in-
vestment in the face of the crisis caused by the
Covid-19 pandemic, investment flows registered
a greater drop during the years 2020 and 2021.
This reduction significantly affected the nego-
tiations of Latin American companies in all the
fronts at an international level, due to the impact
of the closing of the borders and , failing that,
the decrease in direct investment abroad. In
turn, the countries with the highest foreign direct
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investment are Brazil, Chile, Colombia and Mexi-
co, maintaining this trend in the last five years.
These contain a greater number of signed dou-
ble taxation agreements benefiting from the ad-
vantages that tax agreements bring. The other
countries, although they contain double taxation
agreements, do not exceed twelve agreements
per country as a minimum, which is reflected
when receiving foreign direct investment.
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Conclusions

The countries of Latin America and the Cari-
bbean as a whole, of 33 countries, only three,
which belong to the OECD, have been benefi-
ted by direct investment for the benefit of the
treaties signed of international double taxa-
tion agreements with the different countries
of the world. These benefits are quantitatively
observed in the countries of South America,
which received, from 2005 to 2020, a total of
$1,291,749 million dollars; Central America
$102,747 million dollars; and the Caribbean
countries $49,805 million dollars.

In turn, the signed agreements represent a total
of 178. And with respect to these, it is observed
that, the greater the number of agreements sig-
ned by the Governments and clear fiscal policies
on internal taxation of the countries, the foreign
direct investment grows .

Based on these results, for future research, the
political and economic factors that lead coun-
tries to take the position of negotiating double
taxation agreements and canceling the agree-
ments should be analyzed according to the po-
sition of the Governments.

Previous research has concluded that indirect in-
vestmentincreases as double taxation contracts
are agreed, with the results shown as Barthel et
al. (2010), Blonigen and Davies (2004), Blonigen
et al . (2014), Castillo and Lépez (2019), Braun
(2016), Marques and Pinho (2014), Murthy and
Bhasin (2015), and Neumayer (2007). Given the
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background, it is concluded that there is a posi-
tive effect on the country to the extent that the
agreements are increased.

In a certain way, having networks of double ta-
xation agreements for double taxation shows an
attitude that is open to the outside world and re-
ceptive to maintaining economic relations that
help foreign trade.
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