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Abstract

The paper is devoted to the relationship between investment activity and tax regulation. From the above,
two concepts tax policy and tax regulation can be distinguished. In practice, the latter is intrinsically
incorporated in the former, since tax policy is implemented through tax regulation. The model of state
regulation in the framework of tax regulation is supported through a set of methods and tools. The paper
considers the instruments of state regulation towards investment activity and provides the main directions
of an investment policy for the establishment of a favorable investment environment in the Chechen
Republic. It concludes that a well-functioning system of instruments to affect the economic activity of
entities facilitates the effective tax regulation. The stages of investor actions were previously considered.
Given a long-term investment period, each investor involved in the implementation of an investment
project requires stability established by laws and acts. In the Russian Federation, this process has not been
fully shaped yet, but is viewed to be only on the way to improvement.
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1. Introduction

State tax policy is directly geared to regulate the revenue of all business entities through tax
regulation. Investment activity is not an exception. From the above, two concepts tax policy and tax
regulation can be distinguished. In practice, the latter is intrinsically incorporated in the former, since tax
policy is implemented through tax regulation. However, it is possible to study the process of tax
regulation separately from tax policy. This is due to the fact that regulation is a very important area of tax
policy. The main function of taxation is a regulatory dimension, one of the most important levers of the
state economic policy (Basnukaev, 2016a). In science and in practice, this concept began to be used as

soon as the rationale for a regulatory taxation function was provided.

2. Problem Statement

The lack of an impact system towards the activity of economic entities, as well as the relationship

between investment activities and tax regulation.

3. Research Questions

Instruments of state regulation of investment activity.

4. Purpose of the Study

The study of state regulation instruments of investment activity, and the main directions of

investment policy to create an enabling investment environment in the Chechen Republic.

5. Research Methods

The methodological basis of this work delineates the provisions of dialectical logic, systemic and
integrated approaches. The authors used such scientific methods and techniques as scientific abstraction,
analysis and synthesis, methods of grouping and comparison, a functional approach, and modern

analytical methods and technologies.

6. Findings

From the above definitions given by the leading scientists, it is possible to say that the term tax
regulation of investment activity refers to the process of implementing a special managerial impact by
state regulation bodies on investment activity by means of tax methods and tools (Mamrukova, 2013). In
the scientific literature there is a definition of tax regulation depending on the level of detail for goals and
actuators.

The model of state regulation in the framework of tax regulation (Figure 01) is supported
through a set of methods and tools, with all other elements to relate to state regulation, and, for an

integrated reflection and improvement of tax regulation, require a clear understanding and formalization.
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Since the object of the study is investment activity, each of the elements constituting the managerial

impact system will be described in the context of this dimension (Basnukaev, 2016b).
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Figure 01. Determination of tax regulation subject to the degree of impact

In the Russian Federation, state regulation of the economy as a whole and investment activity in
particular is based on the neoclassical model that embraces the theories of monetarism and supply-side
economics. Fig. 2 shows the tasks, forms, mechanisms, means and tools of state regulation towards
investment activity (Koryakovsky, 2012).

The instruments of state regulation of investment activity can be complemented as follows:

o state policy in the field of remuneration (minimum wage),
e pricing policy (prices, price limits, tariffs), monetary policy (discount rate in percent, purchase
and sale of securities, reserve requirements),

o credit provision (credits, credit facilities) and macroeconomic planning.

Today, there are three main concepts of economic development, which, subject to the role of
state regulation, involve planning and administrative, liberal and accelerated development strategy. The
study determines the place of tax regulation of investment activity in each of the concepts.

The first model of economic development, planning and administrative, provides for the complete
dominance of state regulation over the market mechanisms. It is a kind of state ownership over the
redistribution of profits of the state and business entities.

The second model of economic development, liberal, provides for the superiority of market
mechanisms over state regulation, the limitation of government intervention in the economy and the
minimization of tax rates, which should serve as a stimulus to the surge of investment growth and a high

implementation of state functions.
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The third model, accelerated development strategy, implies a significant effect of regulatory
bodies (state in general and tax in particular) on the economy. Using targeted tax incentives it is possible
to stimulate the sectors of the economy, trigger investment activity and build the country’s potential.

As can be seen, each of the above concepts of economic development utilizes state regulation of

investment activity as one of the components of the economy at large.

Major tasks | | creation of conditions for increasing domestic investments
of state
[regulation | creation of a favorable investment climate
\e————————————————————————————————————————————————————————————————————————————————————————————————————————————
25
encouragement of foreign investment
Forms of | public investment management
state > <
|regulation regulation of investment conditions, control over its implementation by
=1 all investors and other investment participants
J
Mechanisms political and economic
of state R
[regulation social, organizational and legal
financial, personnel, information and others
4 )
Means of | direct: state-guaranteed orders and contracts, regulatory requirements
state for quality and certification, legal and administrative restrictions, etc.
|regulation > <
indirect: taxation, price regulation, interest rates for loans, etc.
. J
Tools of o )
state legal: legislative and other regulatory legal acts
|regulation ( - . . . )
g »| administrative: decrees of the President, acts and orders of executive
authorities
. J
( )
economic: tax regulation - tax rates, tax base, tax benefits
. J

Figure 02. State regulation towards investment activity

The main directions of investment policy aimed to create a favorable investment environment in
the Chechen Republic are specified in the subprogram on the Establishment of Favorable Conditions for
the Promotion of Investments in the Chechen Republic of the state program on Economic Development

and Innovative Economy of the Chechen Republic (ChR Government, 2013).
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The subprogram ensures the implementation of a consistent, comprehensive and effective
investment policy by the state bodies and local authorities of the Chechen Republic.

Republican bodies work hard to improve the regulatory framework in the field of investment. The
Ministry of Economic Development of the Chechen Republic initiated the adoption of 2 laws of the
Chechen Republic, 6 decisions of the Government of the Chechen Republic, 3 orders of the Government
of the Chechen Republic.

The current legislation of the Chechen Republic provides for a number of benefits and preferences
(reduction in the profit tax rate in the part assigned to the budget, reduced property tax rate, interest rate
subsidies) for organizations engaged in investment activities in priority sectors of the economy or
implementing investment projects included in the list of priority investment projects of the Chechen
Republic, which is approved by the Government of the Chechen Republic (Nagorny, 2015).

The updated list of priority investment projects of the Chechen Republic includes 67 projects
aimed at the reconstruction of existing and construction of new modern high-tech industries, totaling
289.378 billion rubles with over 21,000 jobs.

An accessible business support infrastructure was created including multifunctional centers
providing services to small businesses, 11 business incubators, 4 technology parks and 3 microfinance
organizations.

The Ministry of Economic Development of the Chechen Republic constantly updates the Register
of Investment Sites of the Chechen Republic, which includes 73 land plots. 13 of them are fully equipped
and currently housing 14 projects with a total investment of more than 3.0 billion rubles and 492 jobs.

In the framework of the creation and functioning of the special tourist-recreational economic zone
Veduchi, the Government of the Chechen Republic, JSC Resorts of the North Caucasus and LLC Veduchi
agreed and signed the Plan for the implementation of the all-weather tourist and recreational center
Veduchi, which ensures the implementation of the first stage of the resort construction (2016—2020) with
an investment of 24.3 billion rubles.

On January 2018, Veduchi ski resort, the first in the Chechen Republic and the third in the North
Caucasus tourism cluster, was opened.

Under the subprogramme on Socio-economic Development of the Chechen Republic for 2016-
2025 of the state program of the Russian Federation on Development of the North Caucasus Federal
District for the period until 2025 (ChR Government, 2016), 3 priority investment projects of the Chechen
Republic are being implemented:

e The construction of the second stage of the dairy cluster (CDF for 1,200 milk cows) in
Gudermes district of the Chechen Republic in the village of Oyskhara (initiated by LLC Dairy
company Caucasian Health; worth — 1,554.1 million rubles).

e The construction of a vegetable storehouse for 4 thousand tons in the Chechen Republic
(initiated by Medics LLC; worth — 231.9 million rubles).

e The construction (reconstruction) of CJSC Raipischekombinat Urus-Martan in Urus-Martan,
Urus-Martan district of the Chechen Republic (initiated by CJSC Raipischekombinat Urus-
Martan, worth — 152.501 million rubles).
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In 2017, a federal subsidy of 500 million rubles was attracted to implement these projects in
accordance with the concluded Agreement. These funds were spent in full.

On February 10, 2018, within the implementation of the specified state program, the Ministry of
Caucasus and the Government of the Chechen Republic signed Agreement No. 370-08-2018-013. The
Agreement launched the investment project on Establishment of Intensive Perennial Plantations with
Drop Irrigation with an Area of 300 Hectares in Bachi-Yurt, Kurchaloevsky district and Storage Facilities
for 10,000 tons (initiated by Fruttis-Group LLC). The amount of the subsidy provided in accordance with
the Agreement for 2018 is 401.0 million rubles, of which 275.83 million rubles will be spent to complete
the projects launched in 2017, and the remaining funds in the amount of 125.17 million rubles will be
spent at the initial stage of the project implemented by Fruttis-Group LLC.

In 2017, over 200 investment projects worth of 12,870.34 million rubles were completed in the
Chechen Republic through extrabudgetary investments. 2,684 jobs were created.

The tax policy for regulating investment activity is aimed at supporting investment processes
through the creation of preferential regimes and tax preferences. As in any other field of activity, the
concept of demand also exists in investments. Tax rates are aimed at optimizing, expanding and

increasing the field of investment activity.

7. Conclusion

The stages of investor actions were previously considered, but in the conditions of economic
instability, it is not always possible to rely on the analysis and calculations. Given a long-term investment
period, each investor involved in the implementation of an investment project requires stability
established by laws and acts.

An effective tax regulation is facilitated by a well-functioning system of leverages over the
activity of economic entities. In the Russian Federation, this process has not been fully shaped yet, but is

viewed to be only on the way to improvement.
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