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[Finally, a good deal of normative and policy analysis needs to be done, qualifying and
modifying the strategic trade policy literature. Foreign ownership obviously qualifies rent
-shifting arguments, but we need to move beyond this point to consider making en-
dogeneous the two-way causality between policy and the existence of foreign ownership.
Too much of the taxation literature simply assumes the (exogeneous) existence of foreign
plants and considers the effect of taxes on marginal price and output decisions, (H#%)
Conversely, direct investment can modify the political economy context within which trade
policy is made by sharply altering the incentive facing domestic firms. |
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