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invesTigaTing The fiscal moTive of 
sTaTe incenTives for innovaTive 
and invesTmenT acTiviTy

The object of research is the state as an economic agent of innovative development. The analysis of scientific 
achievements on the issue of the state innovation and investment activity stimulation and the study of the state 
from the standpoint of the innovative development subject forms a fairly clear idea about the mechanisms of ac-
tivation of them both, at the same time, the motives for the state to stimulate innovation remain not fully covered.

The state itself is not interested in stimulating the innovation and investment processes and in transition to 
sustainable development. This interest is mediated, as for any other economic agent, by imbalance and/or obtain-
ing additional economic effect in the form, for example, budget expenditures reduction; tax revenues growth, 
managerial staff optimization, etc. And, crucialness of purely liberal nature of any controlled influence on the 
system mediates that state regulatory activity should be based on the economic benefit of the agent, as opposed 
to the political motives of nominal adherence to the generally accepted course of development.

Well-known trajectories and patterns of administrative and economic activity of the state give grounds to as-
sume the following main economic motives for stimulating the innovation process:

– increase in tax revenues (fiscal motive);
– reducing the burden on the budget;
– GDP growth;
– increasing the country’s competitiveness;
– optimization of administrative costs and management staff;
– attracting program financing and investments.
Prominent among which is the increase in tax revenues or fiscal motive. It can result in several areas:
– from the standpoint of additional taxes due to the increase in effectiveness of legal entities innovative  

activity – the expansion of business activities; types and volumes of sales of products and services; increase in 
the number of enterprises; increase in the cost of sold products; profitability, etc.;

– from the standpoint of additional taxes due to better development of the workforce – higher employment; 
higher wages, etc.
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1. introduction

Based on the previously substantiated role of the state 
in the human-centric sustainable development paradigm, it 
is necessary to study the imperatives and determinants of 
its activity in the formation of key development resource, 
namely –human consciousness, manifested in the form of 
intellectual capital, to formulate theoretical and methodo-
logical foundations for the state’s innovation policy, on the 
basis of avoiding the sustainable development aberrations. 
As well as meeting the identified requirements for the 
implementation of innovations, namely: their necessity, 
compliance with the needs of a particular economic system 

and the possibility of their perception by this system.  
At the same time, emphasizing the crucialness of an ex-
clusively liberal nature of any controlled influence on the 
system, state regulatory activity should be based on the 
economic benefit of this agent, as opposed to the political 
motives of nominal adherence to the generally accepted 
course of development. After all, those are exactly the 
economic motives, that contribute to the effectiveness 
of this process, rather than its imitation and/or use as 
a lever of influence and bureaucratization of the system 
due to hypertrophy and hyperbolization of sustainable 
development goals to please some political forces. Thus, the 
state itself is not interested in stimulating the innovation  
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and investment processes and in transition to sustainable 
development – this interest is mediated, as for any other 
economic agent, by imbalance and/or obtaining additional 
economic effect in the form, for example, budget expen-
ditures reduction; tax revenues growth, managerial staff 
optimization, etc.

The analysis of scientific achievements on the issue of 
the state innovation and investment activity stimulation 
and the study of the state from the standpoint of the 
innovative development subject [1–3] forms a fairly clear 
idea about the mechanisms of activation of them both, 
at the same time, the motives for the state to stimulate 
innovation remain not fully covered.

Hence, the aim of research is to substantiate the eco-
nomic motives for the state to stimulate innovation and 
investment activities and, in particular, fiscal one, which will 
allow to form the liberal foundations for this process from 
the standpoint of its true effectiveness. The object of research 
is the state as an economic agent of innovative development.

2.  Methods of research

The research was carried out using the following scien-
tific methods:

– method of analysis in the study of the fiscal motive 
components for the state stimulation of innovation and 
investment activities;
– methods of statistical analysis, comparison, logical 
extrapolation and forecasting in the study of the tax 
effect due to increase in the effectiveness of innova-
tion activity by economic entities;
– hypothetical-deductive method in substantiating the 
fiscal motive for the state stimulation of innovation 
and investment activities.

3.  Research results and discussion

The studied sources and well-known trajectories and 
patterns of administrative and economic activity of the 
state give grounds to assume the following main economic 
motives for stimulating the innovation process:

– increase in tax revenues (fiscal motive);
– reducing the burden on the budget;
– GDP growth;
– increasing the country’s competitiveness;
– optimization of administrative costs and manage-
ment staff;
– attracting program financing and investments.

Prominent among which is the increase in tax revenues 
or fiscal motive. It can result in several areas:

– from the standpoint of additional taxes due to the 
increase in effectiveness of legal entities innovative 
activity – the expansion of business activities; types 
and volumes of sales of products and services; increase 
in the number of enterprises; increase in the cost of 
sold products; profitability, etc.;
– from the standpoint of additional taxes due to better 
development of the workforce – higher employment; 
higher wages, etc.
Thus, according to the Organization for Economic Co-

operation and Development (OECD), the public benefit 
of financing education exceeds the cost of education by 
increasing tax revenues from more skilled labour: in general, 
in OECD countries, the growth rate of «social taxes» is 6 %  
for men and 3 % for women (Fig. 1).

Governments reimburse education-related costs through 
additional tax revenues and social contributions from higher-
paid workers, who often have higher levels of education. On 
average, the total amount of state payments is 83,000 USD 
for a man with a secondary education as the highest achieve-
ment. The amount can be broken down into income tax 
effects (54,600 USD) and social tax effects (28,400 USD). 
For women with secondary education, government benefits 
average in 49,600 USD, consisting of the effect of income tax –  
29,100 USD and the effect of social taxes – 20,500 USD. 
Among the OECD countries, Austria and Denmark receive 
the largest total state benefits from secondary and special 
education from men (over 150,000 USD), and Denmark and 
Germany receive the largest benefits from women’s education 
(over 100,000 USD). On average, in OECD countries, every 
USD that governments invest in secondary education brings 
reimburse of 2.2 USD to the public from men and 1.4 USD 
from women. For higher education: on average, the total 
amount of tax revenues is 199,900 USD for a man (including 
income tax – 144,300 USD and social security contributions –  
55,600 USD) and 125,200 USD for women (consisting of 
income tax – 83,900 USD and social security contributions –  
41,300 USD). Among the OECD countries, Ireland and 
Luxembourg have the highest aggregate government revenues 
from men with higher education (over 400,000 USD), and 
Belgium and Luxembourg have the highest total revenues 
from women with higher education (240,000 USD) [4].

The tax effect of innovation and implementation of R&D by 
the private sector could potentially be represented by statistics 
on the increase in their value added and income as a result, 
and hence future increase in tax revenues (Fig. 2, Table 1).
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Fig. 1. Public financial benefits for each USD (in equivalent) invested in complete secondary education [4]
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The data in Table 1 illustrates a clear correlation bet ween 
R&D investment by corporations and their level of income. It 
is possible to assume that the incremental growth of the latter 
means a similar increase in tax revenues of innovative compa-
nies to the state budget. At the same time, amid the economic 
and humanitarian crisis caused by the COVID-19 pandemic, 
EU leaders agreed to introduce a «digital tax» in 2021 as one 
of the steps to «reassess how technical titans pay taxes» [7].

The impetus for this was the French government’s plans 
to introduce a 3 % income tax from January 1 2021, which 
companies receive from the provision of digital services to 
French users, which officials estimate will add more than 
500 million euros to the country’s budget. Similar taxes 
are being considered in the UK, Italy, Canada and many 
other wealthy countries [8]. The OECD is considering a 
two-component strategy to collect the «digital fee»:

– one element is to change the way companies demon-
strate their presence in the country, which particularly 
affects industries with new business models based on 
data rather than physical plants;
– the second element addresses the issue of minimum 
taxation to ensure territorial taxation of corporate profits 

and not exempt it from all jurisdictions (similar to the 
US Intangible Income Tax Regime (GILTI) intro duced 
in 2017, which sets a minimum level of taxation for 
such type of companies).
OECD estimates, that proposed changes combined with 

the US GILTI regime will lead to new tax revenues total-
ling about 100 billion USD per year, representing about 
4 % of the global corporate income tax [7].

From Figs. 2, 3, there is a fairly clear correlation of 
leading industries in the intensity of research and develop-
ment in OECD countries and industries with the largest 
taxpayers in Ukraine, which suggests the possible increase 
in tax revenues as a result of innovation and research 
activities intensification by such enterprises. 

By the way, the leader in the amount of VAT transferred 
to the budget (including budget reimbursement) for goods 
and services produced in Ukraine) is the «Professional, 
scientific and consulting activities» – end users had paid 
to the consolidated State Budget of Ukraine almost 23 % 
VAT from goods of domestic origin for the consumption 
of products and services provided by the enterprises of 
mentioned industry.

.

.

.

.

Fig. 2. R&D intensity by industry, 2018 (as a percentage of gross value added, log scale) [5]

Table 1
15 largest corporate investors in R&D in the world 2012–2018 [6]

Rank
(2018)

Company Name State Industry
R&D expenditure, 

billions USD
Revenues,  

billions USD
R&D intensity, %

2012 2018 2012 2018 2012 2018

1 Amazon Inc. USA Retail 2.9 22.6 48.1 177.9 6.1 12.7

2 Alphabet Inc. USA Software 5.2 16.2 37.9 110.9 13.8 14.6

3 Volkswagen Germany Automotive 8.7 15.8 151.3 277.0 4.5 5.7

4 Samsung Electronics Ltd South Korea Electronics 9.3 15.3 154.5 224.3 6.0 6.8

5 Intel Corp. USA Semiconductors and processors 8.4 13.1 54.0 62.8 15.5 20.9

6 Microsoft Corp. USA Software 9.8 12.3 69.9 90.0 14.0 13.7

7 Apple Inc. USA Semiconductors and processors 2.4 11.6 108.2 229.2 2.2 5.1

8 Rochе Holding AG Switzerland Pharmaceuticals; biotechnology 8.5 10.8 45.3 57.2 18.9 18.9

9 Johnson&Johnson USA Pharmaceuticals; biotechnology 7.5 10.6 65.0 76.5 11.6 13.8

10 Merk&Co. Inc. USA Pharmaceuticals; biotechnology 8.5 10.2 48.0 40.1 17.6 25.4

11 Toyota Motor Corp. Japan Automotive 7.3 10.0 178.8 259.8 4.1 3.9

12 Novartis AG Switzerland Pharmaceuticals; biotechnology 10.2 8.5 59.4 50.1 17.1 17.0

13 Ford Motor Comp. USA Automotive 5.3 8.0 135.6 156.8 3.9 5.1

14 Facebook Inc. USA Software 0.4 7.8 3.7 40.7 10.5 19.1

15 Pfizer Inc. США Pharmaceuticals; biotechnology 9.1 7.7 61.0 52.5 14.9 14.6
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At the same time, the leadership in this indicator is 
provided by a single enterprise, namely: JSC NJSC «Nafto-
Gas of Ukraine», which accounts for more than 93 % of 
all VAT in subsector, because according to the classifier of 
economic activities (NACE), the company is accounted for as 
«the main departments (head offices)», which belongs to the 
section «Professional, scientific and technical activities» [10].

4.  Conclusions

The study allowed statistical and empirical substantia-
tion of the fiscal motive and forecasting the fiscal effect 
of state stimulation of innovation and investment activi-
ties on the basis of sustainable development and libera-
lism, which will further update the directions and object 
structure of government innovation policy.

Crucialness of purely liberal nature of any controlled 
influence on the system mediates that state regulatory 
activity should be based on the economic benefit of the 
agent, as opposed to the political motives of nominal ad-
herence to the generally accepted course of development.

The prospect for further research is to analyse the spectrum 
of economic motives of the state as the basis for the formation 
of a liberal innovation policy based on avoiding aberrations of 
sustainable development and meeting the identified require-
ments for the implementation of innovations, namely: their 
necessity, compliance with the needs of a specific economic 
system and the possibility of their perception by this system.
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Fig. 3. Revenues from the 20 largest taxpayers in Ukraine by industry, thousand USD (built by the author based on [9])




