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ABSTRACT: 

The tax system exerts a profound influence on business activity, shaping investment 

decisions, entrepreneurship, and competitiveness in the global marketplace. This article examines 

the multifaceted impact of taxation on business activity, exploring how tax policies affect 

economic growth, innovation, and strategic decision-making. Through a comprehensive analysis 

of tax incentives, compliance costs, and international tax considerations, this study sheds light on 

the intricate relationship between the tax system and business dynamics. 
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АННОТАЦИЯ. 

Налоговая система оказывает глубокое влияние на деловую активность, формируя 

инвестиционные решения, предпринимательство и конкурентоспособность на мировом 

рынке. В этой статье рассматривается многогранное влияние налогообложения на деловую 

активность, исследуется, как налоговая политика влияет на экономический рост, инновации 

и принятие стратегических решений. Благодаря всестороннему анализу налоговых льгот, 

затрат на соблюдение требований и аспектов международного налогообложения это 

исследование проливает свет на сложную взаимосвязь между налоговой системой и 

динамикой бизнеса. 
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INTRODUCTION: 

Taxes are not just financial obligations; they are powerful tools that shape economic 

behavior and business activity. The tax system adopted by a country influences decisions made by 

businesses regarding investment, employment, pricing, and innovation. In this article, we delve 

into the multifaceted influence of the tax system on business activity, exploring how tax policies 

impact economic growth, entrepreneurship, and competitiveness. 

Methods. 

Taxation and Investment: 

One of the primary ways in which the tax system influences business activity is through its 

impact on investment decisions. Tax policies such as investment tax credits, accelerated 

depreciation, and tax incentives for research and development (R&D) can incentivize businesses 

to invest in capital equipment, technology, and innovation. These incentives not only stimulate 

economic growth but also enhance productivity and competitiveness in the global market. 

Conversely, high corporate tax rates and punitive tax regimes can deter investment, leading 

businesses to postpone or relocate investment projects to jurisdictions with more favorable tax 
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environments. This phenomenon, known as tax competition, underscores the importance of 

maintaining competitive tax rates to attract foreign direct investment (FDI) and foster domestic 

investment. 

Taxation and Entrepreneurship: 

Entrepreneurship plays a vital role in driving innovation, job creation, and economic 

dynamism. The tax system can either encourage or hinder entrepreneurial activity depending on 

the incentives and disincentives it provides. Lower income tax rates, capital gains tax relief, and 

tax exemptions for small businesses can incentivize individuals to start new ventures and take 

risks. 

Moreover, tax policies that facilitate access to capital, such as tax credits for angel investors 

and venture capital, can fuel entrepreneurial activity and support the growth of startups and SMEs. 

On the other hand, complex tax regulations, high compliance costs, and burdensome tax burdens 

can deter aspiring entrepreneurs and stifle innovation. 

Taxation and Competitiveness: 

In an increasingly globalized economy, businesses operate in a competitive landscape 

where tax considerations play a significant role in location decisions and strategic planning. 

Countries with favorable tax regimes, including low corporate tax rates, territorial taxation, and 

tax incentives for international business activities, attract multinational corporations (MNCs) 

seeking to minimize tax liabilities and maximize profits. 

Furthermore, tax policies that promote a level playing field and prevent tax evasion and 

avoidance contribute to a fair and competitive business environment. Measures such as transfer 

pricing regulations, anti-tax avoidance directives, and international tax treaties enhance 

transparency and reduce tax-related risks for businesses operating across borders. 

Results: 

1. Tax Incentives and Investment: Tax policies such as investment tax credits and 

accelerated depreciation incentivize businesses to invest in capital equipment, technology, and 

innovation, stimulating economic growth and productivity. 

2. Entrepreneurship and Taxation: Lower income tax rates, capital gains tax relief, and tax 

exemptions for small businesses encourage entrepreneurship and innovation, while complex tax 

regulations and compliance costs can hinder entrepreneurial activity. 

3. Competitiveness and Tax Considerations: Countries with favorable tax regimes attract 

multinational corporations through low corporate tax rates, territorial taxation, and tax incentives 

for international business activities. Measures to prevent tax evasion and avoidance contribute to 

a fair and competitive business environment. 

Tax Policy Impact on Business Activity 

Investment Tax Credits 

Stimulate investment in capital equipment and 

technology. 

Accelerated Depreciation 

Encourage businesses to upgrade and modernize their 

assets. 

Lower Income Tax Rates Incentivize entrepreneurship and risk-taking. 

Capital Gains Tax Relief Facilitate access to capital for startups and SMEs. 

Territorial Taxation 

Attract multinational corporations seeking to minimize 

taxes. 
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Transfer Pricing Regulations 

Enhance transparency and reduce tax-related risks for 

businesses. 

Discussion. 

Statistics: 

1. The Tax Foundation reports that the United States has the highest corporate income tax 

rate among OECD countries at 25.8%. 

2. According to the World Bank, compliance with tax regulations takes an average of 237 

hours per year for businesses globally. 

3. The Global Entrepreneurship Monitor (GEM) found that tax rates and administrative 

burdens are among the top constraints for entrepreneurs in starting a business. 

Conclusion: 

The influence of the tax system on business activity cannot be overstated. Tax policies 

shape investment decisions, incentivize entrepreneurship, and impact the competitiveness of 

businesses in the global market. Governments must strike a balance between raising revenue for 

public services and fostering economic growth through tax policies that encourage investment, 

innovation, and entrepreneurship. By understanding the complex interplay between taxation and 

business activity, policymakers can design tax systems that promote sustainable development, 

prosperity, and shared prosperity for all stakeholders. 
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