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ARTICLE INFORMATION

Science-Metrix Classification (Domain):
Economic & Social Sciences

Main topic:

Impact of tax benefits on profitability

Main practical implications:

For theory: It reinforces the link between tax
optimisation and corporate financial
performance. For management: Implementing
effective tax strategies enhances profitability,
resource efficiency, and long-term business
growth.

Originality/value:

This study analyze tax benefits with profitability
offering a strategic framework for integrating
tax management with corporate financial
decisions to foster sustainable growth. This is
especially important for emerging economies,
where fiscal policy decisions must be balanced
so as not to negatively affect the productive
business sector.

ABSTRACT

This study investigates how tax benefits influence corporate profitability in companies in
Chachapoyas, Peru, emphasising the importance of proper fiscal management to improve financial
performance. The relevance of tax incentives in profitability management is discussed, and challenges
associated with legislative uncertainty and the lack of tax training are examined, which limit efficiency
in resource management and the optimisation of financial assets. Using a quantitative approach,
financial and tax data are analysed to examine the relationship between tax benefits and corporate
profitability in a natural context, employing descriptive and inferential analysis techniques with SPSS
software. The findings indicate a significantly positive correlation between tax benefits and
profitability, demonstrating that tax optimisation can support sustainable economic growth for
businesses. A deficiency in the knowledge and application of efficient tax strategies is identified. The
study highlights the need for educational and tax optimisation programmes to improve tax
management in businesses, which can contribute to a broader tax base and greater state capacity to
finance essential public services. The article provides an applied and strategic perspective on fiscal
and economic management, offering valuable implications for public policy formulation and
corporate decision-making, and highlighting the importance of a holistic approach that integrates
fiscal, financial, and corporate management.

Keywords: Tax optimisation, economic management, financial sustainability, public policy, business
training, financial technologies, fiscal innovation.

RESUMO

Este estudo investiga como os beneficios fiscais influenciam a lucratividade corporativa em empresas
de Chachapoyas, Peru, enfatizando a importancia da gestdo fiscal adequada para melhorar o
desempenho financeiro. Discute-se a relevancia dos incentivos fiscais na gestdo da lucratividade e
examinam-se os desafios associados a incerteza legislativa e a falta de treinamento fiscal, que limitam
a eficiéncia na gestdo de recursos e a otimizacdo dos ativos financeiros. Usando uma abordagem
quantitativa, os dados financeiros e tributarios sdo analisados para examinar a relagdo entre
beneficios fiscais e lucratividade corporativa em um contexto natural, empregando técnicas de analise
descritiva e inferencial com o SPSS. Os resultados indicam uma correlagéo significativamente positiva
entre os beneficios fiscais e a lucratividade, demonstrando que a otimizagdo tributaria pode apoiar o
crescimento econdmico sustentavel das empresas. Foi identificada uma deficiéncia no conhecimento
e na aplicacdo de estratégias tributarias eficientes. O estudo destaca a necessidade de programas
educacionais e de otimizagdo tributaria para melhorar a gestéo tributaria das empresas, o que pode
contribuir para uma base tributaria mais ampla e maior capacidade do Estado de financiar servicos
publicos essenciais. O artigo fornece uma perspectiva aplicada e estratégica sobre a gestdo fiscal e
econdmica, oferecendo implicagbes valiosas para a formulacdo de politicas publicas e a tomada de
decisbes corporativas, além de destacar a importancia de uma abordagem holistica que integre a
gestao fiscal, financeira e corporativa.

Palavras-chave: Otimizacdo de impostos, gestdo econOmica, sustentabilidade financeira, politica
publica, treinamento empresarial, tecnologias financeiras, inovagao fiscal.

RESUMEN

Este estudio investiga cémo influyen los beneficios tributarios en la rentabilidad empresarial de las
empresas de Chachapoyas, Per(, enfatizando la importancia de una adecuada gestion fiscal para
mejorar el desempefio financiero. Se discute la relevancia de los incentivos fiscales en la gestion de la
rentabilidad y se examinan los retos asociados a la incertidumbre legislativa y a la falta de formacién
fiscal, que limitan la eficiencia en la gestion de los recursos y la optimizacion de los activos
financieros. Mediante un enfoque cuantitativo, se analizan datos financieros y fiscales para examinar
la relacion entre los beneficios fiscales y la rentabilidad empresarial en un contexto natural,
empleando técnicas de analisis descriptivo e inferencial con SPSS. Los resultados indican una
correlacién significativamente positiva entre los beneficios fiscales y la rentabilidad, lo que demuestra
que la optimizacién fiscal puede apoyar el crecimiento econdémico sostenible de las empresas. Se
identifica una deficiencia en el conocimiento y la aplicacién de estrategias fiscales eficientes. El
estudio subraya la necesidad de programas educativos y de optimizacion fiscal para mejorar la
gestion tributaria en las empresas, lo que puede contribuir a ampliar la base impositiva y aumentar la
capacidad del Estado para financiar servicios publicos esenciales. El articulo aporta una perspectiva
aplicada y estratégica de la gestion fiscal y econémica, ofreciendo valiosas implicaciones para la
formulacion de politicas publicas y la toma de decisiones empresariales, y destacando la importancia
de un enfoque holistico que integre la gestion fiscal, financiera y empresarial.

Palabras clave: Optimizacion fiscal, gestion econdmica, sostenibilidad financiera, politicas publicas,
formacion empresarial, tecnologias financieras, innovacion fiscal.
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INTRODUCTION

Variations in fiscal policies have a significant impact on the economic strategy and sustainability of companies.
Olutokunboh et al. (2021) highlight their importance for business viability. Babatayo and Asegbie (2021) highlight the benefits
of tax and financial incentives for SMEs in different sectors, crucial for profitability, a key objective according to Torres et al.
(2023). Boada-Martillo and his team (2021) document how the increased tax burden in Ecuador led to the closure of almost
3000 firms in 2020. Heredia and Gémez (2023) point to the 5.1% decline in effective versus nominal tax rates, indicating
inefficient investment decisions that hurt profitability, according to Harrison et al. (2022).

This scenario highlights the importance of strategic tax planning to cope with the complex tax environment and
ensure long-term success, underscoring the urgency of adapting and efficiently managing tax policies for business prosperity.

In Peru, research by Torres and Ferrel (2020) reveals inefficient fiscal management marked by underutilization of tax
incentives, lack of quarterly financial information and tax non-compliance, which increases the tax burden by 9% and affects
corporate profitability. Childn (2020) highlights how these deficiencies aggravate the tax situation of companies. The omission
of a self-service tax system, such as SUNAT's, exposes companies to accounting risks, complicating the management of
critical tax issues, according to Tuesta (2020). This negligence leads to poor tax administration, harming sales and overall
profitability, confirmed by studies by Tuesta and Espinoza (2020), as well as Tuesta and Chafloque (2018). This scenario
highlights the urgency of adopting efficient tax practices to improve the sustainability and financial success of companies in
Peru.

The company considered in this document faces significant challenges in the tax area, particularly with the
management of tax benefits that allow tax deferral, which can generate large future tax liabilities, affecting long-term
profitability. Legislative uncertainty has led the company to forego certain incentives for fear of penalties, allocating resources
to cover potential tax liabilities and limiting its ability to increase profitability. This situation results in inefficient management
of resources and underutilization of financial assets, which has a negative impact on economic performance. The problem is
intensified by the lack of continuous monitoring and strategic adjustments in the face of unsuccessful investments. In
addition, insufficient information and training by entities such as SUNAT restricts companies from taking advantage of tax
exemptions, limiting their potential to optimize profitability.

The study of tax incentives and their impact on corporate profitability is socially and economically crucial, given their
role in the local economy and employment generation. Strategically, the conclusions are fundamental for decision making in
corporate tax management, also guiding policy makers on the influence of such incentives on corporate profitability.
Academically, this analysis contributes to the understanding of the relationship between tax incentives and profitability,
enriching the debate in the context of companies similar to the company. Methodologically, the use of quantitative
techniques has facilitated a detailed examination of financial and tax data, providing an applied view of how tax incentives
affect firm profitability.

This approach not only sheds light on the company's current situation, but also provides valuable insights for future
corporate policies and strategies focused on tax optimization and economic growth.

Literature Review

The study evaluated the impact of tax benefits on the financial performance of micro and small enterprises (MSEs) in
Chachapoyas, Peru, with the purpose of understanding how tax benefits affect the profitability and economic growth of these
organizations in the local context. The hypothesis considered was that tax benefits have a significant positive impact on the
financial performance of MSEs in Chachapoyas, Peru, improving their profitability and contributing to their sustainable
economic growth.

Suarez and Benavides (2023) found that 26% of MSMEs in St. Helena's shrimp sector took advantage of tax incentives
between 2016 and 2020, improving their profitability. Ohrn (2023) found that tax breaks significantly increase executive
compensation, with a $0.17 to $0.25 increase in compensation for every $1 saved in taxes, especially in firms with weak
governance, suggesting that executives could benefit financially from these incentives. Dai and Chapman (2022) noted that
incentive programs are most effective when they offer significant benefits to innovative firms, although they cautioned
against excessive incentives. Carbonnier et al. (2022) showed that almost half of the economic surplus from tax reforms
translates into wage benefits, which are not evenly distributed, favoring high-skilled workers and promoting firm retention.

These results underscore the importance of designing well-balanced tax and incentive policies, indicating how they
impact firm profitability and executive compensation, and offer implications for human resource management and labor
policy, establishing a relevant theoretical framework for investigating the relationship between tax benefits and firm
profitability.
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Based on the Solow growth model, studies highlight how tax benefits promote investment and economic growth.
Benhamou and Cassin (2021) discuss the role of technological progress within this model, while Shahzad et al. (2021) link the
model to tax policies that promote investment. Akanbi (2020) argues that lower after-tax investment costs incentivize
business growth. Liu et al. (2020) and Rojas and Suarez (2023) show that favorable fiscal conditions drive strong and
sustainable economic development, highlighting the importance of fiscal incentives for long-term growth.

Tax benefits, according to the Tax Justice Group Peru (2019), comprise exemptions, deductions and other methods to
reduce the tax burden of certain sectors, facilitating a lower tax burden. Chavez et al. (2023) and Heredia & Gomez (2023)
consider them as legal provisions aimed at alleviating the tax burden to promote economic activities, incentivize investment
and achieve social policy objectives. Solano et al. (2023) and Almeida et al. (2022) see them as government tools to guide
investment decisions towards strategic sectors.

Tax liability, defined by Tuesta et al. (2021), is the legal bond that obliges the taxpayer to pay taxes, with Arguello et
al. (2022) and Lépez & Vence (2021) emphasizing the legal capacity of the State to demand compliance. Exonerations,
according to Jara et al. (2022), exempt the taxpayer from certain taxes to promote activities or alleviate specific tax burdens,
as opposed to deductions or tax credits.

Income tax is levied on individual and corporate income, with rates that can be progressive, while tariff rates affect
imported or exported goods. Tax planning, as described by Villanueva (2018), seeks to optimize the tax burden legally, and
the legal tax base, according to Jara et al. (2022) and Ropero-Castafio et al. (2022), regulates taxation, defining rights and
obligations of taxpayers and authorities. This conceptual framework underlines the complexity of tax legislation and its
impact on economic and fiscal decisions.

Agency Theory, developed by Jensen and Meckling in 1976, examines the divergence between the interests of
managers (agents) and shareholders (principals), highlighting how this can negatively influence firm profitability. Shukla et al.
(2023), Chen et al. (2023) and Turrado et al. (2023) analyze this conflict, suggesting that it can lead to decisions that prioritize
managers' personal benefits over maximizing shareholder value. Two key indicators, return on assets (ROA) and return on
equity (ROE), are essential for assessing profitability. ROA measures efficiency in the use of assets to generate income, while
ROE evaluates the return generated for shareholders, pointing out how agency conflicts can impair these metrics.

Profitability, as defined by Agurto et al. (2023), measures the capacity of an entity to generate returns on its
investment. Essential for evaluating the efficiency of resource management, it determines the return per unit of capital
employed. Edmans (2023) highlights its importance as an indicator of profit in relation to capital in a given period. It is
analyzed through ratios such as ROA (Return on Assets) and ROE (Return on Equity), which reflect the return on total assets
and equity respectively, Escobar et al. (2023) point out. According to Germén-Soto & Marines (2023), it goes beyond the
financial, indicating the success and long-term viability of a company.

Benitez et al. (2022) explain that economic profitability evaluates profit generation from an integral perspective, using
the operating profit/total assets ratio. Financial profitability, on the other hand, according to Arévalo & Carranza (2022),
focuses on the return to shareholders on equity capital, essential for investors as it reflects the return on their investment
(Cérdova et al. 2022).

METHODOLOGY

The research focuses on examining the relationship between tax benefits and corporate profitability, with the
objective of identifying how tax incentives impact the financial performance of organizations. A quantitative approach is
employed to collect and analyze numerical data to allow an objective assessment of this relationship. An observational design
was chosen to examine the phenomena in their natural context, without direct interventions, which guarantees the
authenticity of the variables studied. This approach facilitates the understanding of the connection between tax incentives
and corporate profitability in real situations (Tennant & Tracey, 2019; Beigi et al., 2013; Rodriguez et al., 2024)

The study population includes the 31 active workers of the selected company, representing the entire working
population relevant to the analysis. A census approach was used to ensure a comprehensive assessment of the work
environment, excluding only those absent during the survey. A questionnaire was used as the main data collection
instrument, designed to capture participants' perceptions, attitudes and responses regarding tax benefits and their impact on
corporate profitability. The questionnaire was validated by pilot testing to ensure its reliability and validity.

The data collected were analyzed using SPSS statistical software. A descriptive analysis was conducted to characterize
the data collected, followed by an inferential analysis to explore the relationships between variables. This approach allowed
us to identify significant connections and deepen the understanding of the research topic. Confidentiality and anonymity of
participants was ensured by using codes instead of real names. Informed consent was obtained from participants and
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precautions were taken to minimize any potential harm. In addition, acknowledgement and thanks were expressed to all
individuals and entities that contributed to the conduct of the research.

The possibility of selection or response bias was acknowledged, as well as other possible limitations of the study,
such as the generalizability of the results to other populations or business contexts. This discussion helped readers to
interpret the results critically and better understand the implications of the research.

Both practical and theoretical implications of the results were discussed, highlighting how the findings could inform
business practice and policy, as well as contribute to the advancement of knowledge in the field of tax benefits and business
profitability.

RESULTS AND DISCUSSION

The Table 1 shows a predominant distribution towards the low level of knowledge or application of tax benefits, tax
liability, exemptions and tax planning. This finding is alarming, as it underlines a marked deficiency in the knowledge and
management of crucial elements for efficient tax management.

Table 1. Descriptive results of tax benefits

Tax benefits Tax liability Exonerations Tax planning
Levels

f % f % f % f %
Low 21 68 20 65 19 62 18 58
Medium 7 23 8 26 9 29 9 29
High 3 9 3 9 3 9 4 13

Source: Own elaboration with SPSS V27 data

The data in Table 2 reveal a predominant trend toward the perception or experience of low profitability in the
economic and financial dimensions, with a small segment reporting medium profitability and an even smaller percentage
reporting high profitability. This distribution suggests significant challenges in operational efficiency, cost management and
access to funding that may be limiting institutions' ability to optimize their profitability. The marked concentration at low
levels of financial profitability could be indicative of broader economic or market adversities, which directly affect the
generation of value on company assets. On the other hand, financial profitability is better distributed toward higher levels,
suggesting more efficient management of capital structure and financial leverage by some institutions to improve
shareholder returns.

Table 2. Descriptive results of profitability

Profitability Economic profitability Financial profitability
Levels

f % f % f %
Low 20 65 22 71 20 65
Medium 10 32 8 26 9 29
High 1 3 1 3 2 6

Source: Own elaboration with SPSS V27 data

Perceptions of cost-effectiveness in Table 3, related to tax benefits, tax liabilities, exemptions and tax planning among
respondents highlight an important area for analysis in the field of tax policy and administration. The predominance of low
cost-effectiveness perceptions across all categories suggests the existence of significant challenges in tax policy effectiveness
and taxpayer tax education. However, perceptions of medium and high cost-effectiveness in certain areas provide a glimpse
of possible areas for improvement and optimization.
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Table 3. Cross-referencing of tax benefits and their elements with profitability

Profitability
Total
Low Medium High
Count 19 2 0 21
Low
% 90.50% 9.50% 0% 100%
Tax benefits Medium Count 0 6 ! !
% 0% 85.70% 14.30% 100%
High Count 1 2 0 3
% 33.30% 66.70% 0% 100%
Count 20 10 1 31
Total
% 64.50% 32.30% 3.20% 100%
Count 17 3 0 20
Low
% 85.00% 15.00% 0.00% 100%
Tax liability Medium Count 2 > ! 8
% 25.00% 62.50% 12.50% 100%
High Count 1 2 0 3
% 33.30% 67% 0% 100%
Count 20 10 1 31
Total
% 64.50% 32.30% 3.20% 100%
Count 17 2 0 19
Low
% 90% 11% 0.00% 100%
. . Count 2 6 1 9
Exonerations Medium
% 22.20% 66.70% 11.10% 100%
. Count 1 2 0 3
High
% 33.30% 66.70% 0.00% 100%
Count 20 10 1 31
Total
% 64.50% 32.30% 3.20% 100%
Count 16 2 0 18
Low
% 89% 11% 0.00% 100%
. . Count 3 5 1 9
Tax planning Medium
% 33.30% 55.60% 11.10% 100%
. Count 1 3 0 4
High
% 25.00% 75.00% 0.00% 100%
Count 20 10 1 31
Total
% 64.50% 32.30% 3.20% 100%

Source: Own elaboration with SPSS V27 data

Table 4 shows the results of the analysis of variance (ANOVA) that examines the relationship between tax benefits
and profitability. The data reveal that the regression model explains a significant portion of the variability in profitability,
indicating a relevant relationship between tax benefits and financial performance. On the other hand, the residual sum of
squares suggests that there remains some variability in profitability that is not explained by the model. However, the F-
statistic is considerably high, indicating the significance of the regression model and the relationship between tax benefits
and profitability. This result highlights the importance of tax benefits in determining an entity's financial performance.
Consequently, these findings could have important implications for the financial management and tax planning of
organizations.

Table 4. ANOVA of tax benefits and their elements with profitability

Model Sum of squares gl Root mean F Sig.
square
1 Regression 3.583 1 3.583 18.006 .000°
Residual 5.771 29 0.199

Total 9.355 30

Note: Own elaboration with SPSS V27 data

The statistical analysis in Table 5, reveals a moderate correlation between tax benefits and profitability, with a
correlation coefficient (R) of 0.619, indicating a positive association between the two variables. The coefficient of
determination (R-squared) of 0.383 suggests that approximately 38.3% of the variability in profitability can be explained by
tax benefits, which is significant, but also indicates that there are other factors influencing profitability that are not captured
in this model. The adjusted R-squared of 0.362 takes into account the number of predictors in the model, which provides a
more accurate measure of explained variance in multivariate contexts. The statistical significance of the model (p < 0.001) and
the change in the F-value (18.006) when adding tax benefits as a predictor underline the importance of these tax incentives in
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explaining profitability. This implies that tax benefits have a significant positive effect on the profitability of entities, which
justifies their consideration in financial and strategic analyses.

Table 5. Model summary

Change Statistics

Adjusted R- Standard error Change in R- Change in Sig.
Model R R square squared of the estimate squared F gl1 gl2 change in F
1 ,619° 0.383 0.362 0.446 0.383 18.006 1 29 0.000

Note: Own elaboration with SPSS V27 data

Correlation analysis in Table 6 reveals the relationship between the variables examined in the study. A significant
positive correlation is observed between all the variables. In particular, profitability shows a moderate to strong correlation
with tax benefits, tax liability, exemptions and tax planning. The high correlation between tax benefits and exemptions stands
out, followed by the correlation between tax benefits and tax planning. All these results have low statistical significance
values, indicating that they are relevant and reliable. These results suggest that there is a significant association between tax
benefits, tax liability, exemptions, tax planning and profitability. This relationship is crucial to understanding how these factors
influence an organization's financial performance. Therefore, these results can be of great use for financial and strategic
decision making at the corporate level.

Table 6. Correlations

Tax benefits  Tax liability Exonerations Tax planning
Pearson 0619 0.493 0.546 0.530
correlation
Profitability
Sig. (unilateral) 0.000 0.002 0.001 0.001
N 31 31 31 31

Note: Own elaboration with SPSS V27 data

The study findings corroborate the hypothesis that tax benefits have a significant positive impact on the financial
performance of MSEs in Chachapoyas, Peru, improving their profitability and contributing to their sustainable economic
growth, and is consistent with the findings of Suarez and Benavides (2023) in the shrimp sector of Santa Elena, although only
26% of MSEs benefited from these measures between 2016 and 2020, resulting in a notable improvement in their
profitability. The variability in the effectiveness of tax policies in different sectors and regions suggests the need for targeted
tax counseling and education programs. The evidence suggests an opportunity for public policies to promote a broader and
more efficient use of available tax tools, which is crucial for effective fiscal management and the strengthening of financial
sustainability at the corporate and economic level in general.

It is imperative to recognize the importance of these findings in the area of tax policy and management. The
evidence points to the urgency of filling the gaps in knowledge and application of tax benefits through targeted interventions
that not only improve individual understanding, but also cultivate a culture of accountability and tax efficiency. This could
lead to a broader tax base and thus a greater ability of the state to finance essential public services.

The analysis is enriched by additional studies, such as those by Dai and Chapman (2022), Carbonnier et al. (2022) and
several others, which provide insights into the effectiveness of tax incentives to encourage innovation, the impact on the
wage structure and the importance of a well-designed tax policy to promote investment and sustainable economic growth.
The results of these studies highlight the complexity of tax policies and their multifaceted impact on the economy.

The debate is broadened by considering the role of tax benefits in encouraging investment and achieving social
policy objectives, as well as the relevance of efficient resource management and corporate governance in maximizing long-
term shareholder value. Agency theory and profitability indicators, such as ROA and ROE, are fundamental to assess the
effectiveness of fiscal and financial policies on corporate performance and long-term success.

This comprehensive analysis highlights the importance of strategic tax policies and tax education to improve
corporate profitability and contribute to sustainable economic development, underlining the need for a holistic approach
encompassing tax, financial and corporate management.
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CONCLUSIONS

The results of the research on MSEs in Chachapoyas reveal a significant positive correlation between tax benefits and
profitability, underscoring the importance of proper tax management to improve financial performance. However, a
worrisome deficiency in the knowledge and application of efficient tax strategies is identified, suggesting a critical
opportunity to intervene and promote business development through education and tax optimization. From this analysis it is
concluded that, although current tax policies provide a framework for improving the profitability of MSEs, the lack of
knowledge and application of these advantages limits their effectiveness. This situation highlights the need to implement
educational programs and tools to facilitate more efficient tax management, as well as to reform government support
policies to make them more accessible and relevant to MSEs.

In response to these challenges, a multifaceted approach is proposed to strengthen the profitability and financial
sustainability of MSEs in Chachapoyas. First, the implementation of tax training programs specifically targeting MSE owners
and managers can significantly improve their understanding and application of available tax benefits. These programs should
include everything from workshops to online resources, thus ensuring broad accessibility and relevance. In addition,
developing and encouraging the use of digital tools for tax management could significantly simplify administrative processes,
allowing MSEs to optimize their tax obligations and benefits more effectively. The adoption of financial technologies can also
play a crucial role in this regard, offering innovative solutions for tax planning and management.

To maximize the impact of these interventions, it is crucial that the government strengthen policies to support MSEs
by facilitating access to tax benefits and providing advice and resources tailored to their specific needs. This could range from
simplifying administrative procedures to providing targeted tax incentives that encourage investment and growth. Finally, it is
suggested that closer collaboration between the public sector and business organizations be encouraged to develop and
promote strategies to improve tax education among micro, small and medium-sized enterprises. This collaboration could
lead to the creation of a more robust and resilient ecosystem for businesses, where tax and financial optimization is
accessible and effective.

This study has its limitations: its nature reduces the availability of large samples due to its methodological and
empirical constraints. Future research can take a qualitative approach to understand in depth the determinants, detailing the
process of absorption of tax benefits by firms and the detailed perceptions of their managers and decision makers. Also,
longer samples in Peru can contrast the results thus presented and work on the advancement of the paradigm through
comparison and cross-checking.
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