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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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AHHOTAIIUSI.
HaioroBast cuctema okas3pIBaeT TiyOOKOE BIMSHUE Ha JIEIOBYIO aKTUBHOCTB, POPMHUPYS

HHBCCTHUIHMOHHBIC PCIICHUA, NPCANPUHHUMATCIILCTBO U KOHKypeHTOCHOCO6HOCTI) Ha MHPOBOM
pbIHKE. B 3T0# cTaThe paccMaTpuBaeTCsl MHOIOIPAHHOE BIUSHUE HAJIOr000JI0KEHNS Ha JIEJI0BYIO
AKTUBHOCTb, HCCJIETyeTCsl, KaK HaJIOroBasi OJUTHKA BIUSCT HA SKOHOMUYECKUI pOCT, THHOBAIIMU
U TIPUHATHE CTPATETUUYECKUX pEIIeHUH. biaronaps BCECTOPOHHEMY aHAIM3y HAJIOrOBBIX JIBIOT,
3aTpaT Ha CoOOJIIOJIeHHEe TpPeOOBAaHMM M AaCHEKTOB MEXIYHApOJHOTO HAJIOTOOOJIOKEHUS 3TO
WCCIIEOBAHNE NPOJIMBAET CBET HA CIOKHYK B3aMMOCBS3b MEX]y HAJIOIOBOM CHUCTEMOW M
JIUHAMHKON OM3Heca.

KuarouesBnsie cioBa: Hanorosas cucrema, HIpeANpUHUMATENbCKAs JAEATEIBHOCTb,
HaJ'IOFOO6J'IO)KeHI/Ie, HWHBECTUIINH, NpeaAnpruHUMaTCIbCTBO, KOHKprHTOCHOCO6HOCTI>,
SKOHOMHUYECKHH POCT, HAJIOTOBLIC JIBI'OThI, U3ICPIKKH CO6J'IIOJ1€HI/I$I, MemayHapoz[Hmﬁ HaJor.

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
Stimulate investment in capital equipment and
Investment Tax Credits technology.
Encourage businesses to upgrade and modernize their
Accelerated Depreciation assets.
Lower Income Tax Rates Incentivize entrepreneurship and risk-taking.
Capital Gains Tax Relief Facilitate access to capital for startups and SMEs.
Attract multinational corporations seeking to minimize
Territorial Taxation taxes.
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Enhance transparency and reduce tax-related risks for

Transfer Pricing Regulations 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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