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The article assesses the impact of the tax burden on the quality of the business environment
and the volume of foreign direct investment in the "Visegrad Four" countries. It is substantiated that
the quality of the business environment means good conditions for free enterprise and at the same
time creates the preconditions for the country's long-term competitiveness on a global scale. It is
revealed that the attractiveness of the country for foreign direct investment is determined by the
favorable business environment, the quality of the institutional environment, relative price and eco-
nomic competitiveness, but it can also be influenced dynamically by a targeted state policy to
encourage foreign investment (investment incentives). It is shown that the business environment,
along with macroeconomic stability, accessible infrastructure and human capital, is one of four
factors that affect the competitiveness and attractiveness of each country from the point of view of
foreign investors. Thanks to the correlation analysis, the impact of the overall tax burden on
investor decisions and the amount of foreign direct investment in the "Visegrad Four" (V4) coun-
tries is estimated.
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ВПЛИВ ПОДАТКОВОГО НАВАНТАЖЕННЯ НА ДІЛОВЕ
СЕРЕДОВИЩЕ І ПРЯМІ ІНОЗЕМНІ ІНВЕСТИЦІЇ В КРАЇНАХ

«ВИШЕГРАДСЬКОЇ ЧЕТВІРКИ»
У статті оцінено вплив податкового навантаження на якість ділового середовища і

обсяг прямих іноземних інвестицій в країнах «Вишеградської четвірки». Обґрунтовано, що
якість ділового середовища означає хороші умови для вільного підприємництва і в той же
час створює передумови для довгострокової конкурентоспроможності країни в
глобальному масштабі. Виявлено, що привабливість країни для прямих іноземних
інвестицій обумовлена сприятливим діловим середовищем, якістю інституціонального
середовища, відносною ціновою і економічною конкурентоспроможністю, але на неї
також може надавати динамічний вплив цілеспрямована державна політика щодо
заохочення іноземних інвестицій (інвестиційні стимули). Показано, що бізнес-середовище,
поряд з макроекономічною стабільністю, доступною інфраструктурою і людським
капіталом, є одним з чотирьох чинників, які впливають на конкурентоспроможність і
привабливість кожної країни з точки зору іноземних інвесторів. Завдяки кореляційному
аналізу оцінено вплив загального податкового навантаження на рішення інвесторів і обсяг
прямих іноземних інвестицій в країни «Вишеградської четвірки».
Ключові слова: бізнес-середовище; податок; податкове навантаження; інвестиції; прямі
іноземні інвестиції (ПІІ); регіон.
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ВЛИЯНИЕ НАЛОГОВОЙ НАГРУЗКИ НА ДЕЛОВУЮ СРЕДУ 
И ПРЯМЫЕ ИНОСТРАННЫЕ ИНВЕСТИЦИИ В СТРАНАХ

«ВЫШЕГРАДСКОЙ ЧЕТВЕРКИ»
В статье оценено влияние налоговой нагрузки на качество деловой среды и объем

прямых иностранных инвестиций в странах «Вышеградской четверки». Обосновано, что
качество деловой среды означает хорошие условия для свободного предпринимательства и
в то же время создает предпосылки для долгосрочной конкурентоспособности страны в
глобальном масштабе. Выявлено, что привлекательность страны для прямых
иностранных инвестиций обусловлена благоприятной деловой средой, качеством
институциональной среды, относительной ценовой и экономической
конкурентоспособностью, но на нее также может оказывать динамическое влияние
целенаправленная государственная политика по поощрению иностранных инвестиций
(инвестиционные стимулы). Показано, что бизнес-среда, наряду с макроэкономической
стабильностью, доступной инфраструктурой и человеческим капиталом, является
одним из четырех факторов, которые влияют на конкурентоспособность и
привлекательность каждой страны с точки зрения иностранных инвесторов. Благодаря
корреляционному анализу оценено влияние общей налоговой нагрузки на решения
инвесторов и объем прямых иностранных инвестиций в страны «Вышеградской
четверки».
Ключевые слова: бизнес-среда; налог; налоговая нагрузка; инвестиции; прямые
иностранные инвестиции (ПИИ); регион.

Introduction. The level of tax burden and tax incentives are an important factor
influencing the quality of the business environment. Lower tax burden not only con-
tributes to higher work activity but also has a significant impact on business develop-
ment of domestic and foreign entities. However, there are various barriers which
affect decisions of business entities to a large extent (tax, administrative, legal and
other barriers). A high tax burden can be included among the tax barriers that affect
business activity. Administrative barriers include bureaucratic obstacles linked to
administrative demands and extensive record-keeping. Permanent changes in legal
norms, especially their ambiguity, demotivate business entities.

1. Statement of a problem. The concept of the business environment is well-
known and often used, yet its definition is neither simple nor unambiguous given the
large number of stakeholders involved in its formation. 

V. Jurickova (2006) defines the business environment as follows: “The business
environment is everything that surrounds a company. It covers both economic, polit-
ical, legal, institutional, ethical, cultural and technological conditions in which the
entrepreneurial process is implemented0”. 

L. Strazovska et al. (2008) characterize it as an environment surrounding the
business entity that affects its business activity. They emphasize its relationship with
the competitive environment but also the governing institutions, which determine the
rules and conditions of business activity. The business environment can be analysed
at three levels: the macro environment – includes external influences that impact on
the company, the micro-environment – includes businesses and individuals with who
the company is in a direct connection, and the internal environment – it involves
processes inside the company. In general, we can say that the business environment

ЕКОНОМІКА ТА УПРАВЛІННЯ НАЦІОНАЛЬНИМ ГОСПОДАРСТВОМЕКОНОМІКА ТА УПРАВЛІННЯ НАЦІОНАЛЬНИМ ГОСПОДАРСТВОМ 5

ACTUAL PROBLEMS OF ECONOMICS, #ACTUAL PROBLEMS OF ECONOMICS, #3 (201)3 (201),, 20182018



reflects the quality of the economic conditions and the prerequisites for the econom-
ic activity of domestic and foreign entities. 

M. Porter (1980) as one of the main pioneers of exploring the competitiveness of
the state in an international environment, defined three stages of competitiveness. In
the first stage, the country benefits from cheap labour and natural resources; in the
second stage, the efficiency of standard commodity production becomes the source
of competitive advantages, and the third stage is associated with the production of
innovative products. The business environment, together with macroeconomic sta-
bility, available infrastructure and human capital, is one of the four factors that affect
the competitiveness and attractiveness of each country from the foreign investors
point of view.

1.1. Characteristics of investments. Generally speaking, investments can be
defined as an economic activity in which an entity renounces current consumption
with a view to increasing the production in the future. M. Lebiedzik (2007) defines
the foreign direct investment as “a transaction between direct investors and compa-
nies to which investments are directed to acquire significant stake in the company
management outside the investor's resident economy. They are in the form of share
capital, reinvested earnings and capital transactions”. 

Many economic studies agree that the movement of foreign direct investment is
driven by predicting future profits. When assessing potential risks, investments flow
from regions with low expected earnings to regions with high expected earnings.
Although the diversity of methodological approaches prevents a comprehensive
understanding of the phenomenon under consideration, Nielsen, Asmussen and
Weatherall agree that foreign direct investment remains an important driver of inter-
national business activities. 

The attractiveness of the country for foreign direct investment is driven by a
favourable business environment, the quality of the institutional environment, rel-
ative price and cost competitiveness, but it can also be dynamically influenced by
targeted state policy for the promotion of foreign investments (investment incen-
tives).

2. Methods. To achieve the goal, we used the basic methods of scientific research
– abstraction, synthesis, induction, deduction, comparison and description. Through
abstraction, we have been monitoring substantial and consistent information pub-
lished in various literary sources so that we can define the basic concepts and cate-
gories of the problem under consideration. We realized the analysis as a step-by-step
collection, sorting, evaluation and subsequent interpretation. We used the synthesis
to find out the links between the delineated elements, signs and their connections,
and then reproduce the studied area with their essential features and relationships.
Through the correlation analysis, we have been assessing the impact of the total tax bur-
den on investor decisions and the volume of foreign direct investment in V4 countries.

3. Problem solving. Several domestic and foreign researches deal with monitor-
ing the level of the business environment. The role of state in shaping the business
environment is not negligible. From the point of view of business entities, the tax sys-
tem should respect not only the principle of tax acceptability, but also the principle of
tax legality and the principle of tax stimulation. The state should therefore create
long-term stable and the most favourable conditions for doing business. 
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According to experts, the tax rate is not the only criterion for investors to decide
whether to come to the country to do business. A transparent business environment,
staff costs and total tax-levy burden are also important. From the macroeconomic
point of view, the total tax burden is defined through tax quotas. Based on data from
the Eurostat, we have prepared Table 1, which captures the total tax burden in V4
countries for the period of 2006-2015. 

Table 1. Total tax burden in V4 countries for the period of 2006-2015 in %
from operating profit

Source: own processing in accordance with http://ec.europa.eu/eurostat>.

Fig. 1. Total tax burden in V4 countries for the period of 2006-2015 in % 
from operating profit,own processing in accordance with http://ec.europa.eu/eurostat

The rate of total tax burden over the period in question shows downward trend
in the Czech Republic, Hungary and Poland, whereas in Slovakia the tax burden is
increasing. The highest level of total tax burden in that period was recorded in
Hungary in 2008 and 2009 at the amount of 56.6%. 

4. Discussion. The impact of the tax burden on FDI inflows. In the next part, the
impact of the tax burden on FDI inflows in V4 countries is evaluated. We put two vari-
ables in the context, namely the total tax burden (% of the trade profit) and the inflow
of FDI into the country in million USD. Using the correlation analysis, we expressed
the interdependence of the two variables gradually for individual V4 countries.  

Slovakia. Slovakia can be ranked among countries with a higher total tax bur-
den, as proved by the measured average tax burden at the amount of 49.83% per year.
The dependence of FDI volume on the total tax burden (%) in Slovakia is shown in
Figure 2. 

Total tax burden in % from operating profit 
 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 

SR 48.6 48.6 48.5 49.4 50 50.2 50.2 49.3 51.8 51.7 
CR 54.1 53.1 53.1 51.1 50 50 50 50 50.4 50.4 

Hungary 55.7 55.3 56.6 56.6 54.6 52 49.8 49.3 48 48.4 
Poland 43.2 43.4 45.1 42.2 40.6 40.1 40.3 40.1 40.1 40.3 
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Fig. 2. Development of total tax burden and FDI volume in Slovakia for
the period of 2006-2015, own processing based on the Statistical Yearbook of the 

Slovak Republic

Slovakia is the only country that shows the opposite dependence between the
level of the tax burden and the inflow of FDI. If the total level of tax burden is
reduced, the FDI inflow will grow and vice versa. In this case, the total tax burden has
a large impact on the decisions of potential foreign investors. The likelihood that for-
eign investors will carry out their investment plans in Slovakia due to the amount of
the total tax burden is up to 68%.  

Table 2. Development of total tax burden (%) and FDI flows in Slovakia for the
period of 2006-2015

Source: own processing based on the Statistical Yearbook of the Slovak Republic

Correlation dependence: - 0.68442
The previous statement also confirms the result of the correlation analysis that

reached a negative value approaching -1, which means a strong opposite dependence
between the level of the tax burden and the inflow of FDI. According to the Global
Competitiveness Report, tax rates in Slovakia are currently the second biggest barrier
to business development. The four most common problems in survey on barriers to
doing business carried out by the Business Alliance of Slovakia in 2016 are poor
enforcement of law, application of the principle of equality before the law, the levy
burden, instability and ambiguity of laws and corruption.
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The Czech Republic. The dependence of the FDI volume on the total tax burden
(%) in the Czech Republic for the period of 2006-2015 is shown in Figure 3.

Fig. 3. Development of total tax burden and FDI volume in the Czech Republic for
the period of 2006-2015, own processing in accordance with

http://ec.europa.eu/eurostat

The volume of FDI in the Czech Republic is only partially influenced by the
level of the total tax burden. FDI flows and total tax burden levels develop independ-
ently or only with a small correlation bond. On the basis of the above information, we
can state that the level of the total tax burden for the monitored period in the Czech
Republic only slightly influences the inflow of FDI. 

Table 3. Development of the total tax burden (%) and FDI volume in the Czech
Republic for the period of 2006-2015

Source: own processing in accordance with http://ec.europa.eu/eurostat

Correlation dependence: 0.13159
The resulting value of the correlation analysis shows that the inflow of FDI in the

Czech Republic is very little influenced by the level of total tax burden. The positive
value of the correlation analysis result means that the dependence is directly propor-
tional. If the total tax burden falls, the inflow of FDI will decrease as well and vice
versa. From the V4 countries, the Czech Republic shows the lowest FDI dependen-
cy on the total tax burden over the reference period. 

Hungary. The dependence of the FDI volume on the total tax burden (%) in
Hungary for the period 2006-2015 is shown in Figure 4.
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Fig. 4. Development of total tax burden and FDI volume in Hungary for 
the reference period of 2006-2015, own processing in accordance with

http://ec.europa.eu/eurostat

Within the V4 countries, Hungary shows the highest FDI dependence on the
total tax burden. In this case, there is only a 40% probability that if the level of total
tax burden in the country increases, the inflow of FDI will increase and vice versa. 

Table 4.  Development of the total tax burden (%) and FDI flows in Hungary for
the reference period of 2006-2015

Source: own processing in accordance with http://ec.europa.eu/eurostat.

Correlation dependence: 0.419995
The result of the correlation analysis shows the direct relationship. Even though

the likelihood of the same development is relatively low, it needs to be highlighted in
terms of investment placement. For example, in a situation where potential investors
decide to invest in the country, the total tax burden may increase, which would ulti-
mately have the opposite effect. Based on the above, we can state that Hungary
belongs to the most vulnerable V4 countries in terms of the impact of the total tax
burden.

Poland. The dependence of the FDI volume on the total tax burden (%) in
Poland for the period 2006-2015 is shown in Figure 5. 
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Fig. 5. Development of the total (%) and FDI volume in Poland for the period of
2006-2015, own processing in accordance with http://ec.europa.eu/eurostat

The total tax burden also has an impact on the volume of FDI in Poland, which
is slightly better than for Hungary. Poland also has a relatively strong dependence of
the investigated variables. It is quite likely that the situation will be the same as in
Hungary, where lowering the total tax burden could mean reducing the volume of
FDI, which could ultimately have the opposite effect. If there is an increase in the
total tax burden, it is less likely that the inflow of FDI into the country would
increase. 

Table 5. Development of total tax burden rate (%) and FDI flows in Poland

Source: own processing in accordance with http://ec.europa.eu/eurostat.

Correlation dependence: 0.375465 
Based on the results of the correlation analysis, Poland and Hungary can be

included in the group of so-called risk countries because of the higher probability that
the total tax burden will have worse impact on a potential investor. 

Conclusion. Under the influence of globalization processes and the internation-
alization of economic processes, the traditional understanding of the competitiveness
of the state is changing towards creating new comparative advantages and cultivating
the existing ones that attract foreign investors. 

Within V4, the attractiveness of Slovakia's business environment is reduced par-
ticularly by the high tax burden and frequent changes in legislation, including con-
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troversial tax licenses, which have been in use since 2014 and also have a significant
impact on the volume of FDI. 

The space to increase FDI inflows and to increase their benefits is still relatively
large for V4 economies. Therefore, the significance of competition among states in
attracting foreign investment is increasing in regions with similar comparative and
structural advantages and the economic level, in which regions of the Visegrбd Group
can be included. 
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