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Abstract. This article has as its objective to present a study of the impact of tax costs of the investment
destined to the expansion of a metallurgical plant in Bolivia, compared with the tax load that would occur
if such the investment were made in other countries, specifically, the USA, Canada and Chile. The study
has been developed within the context of recognition that certain events which provoke effects upon the
level of competitiveness of companies are beyond their action range. Among such events, the tax load,
an integral element of government macroeconomic policies, has been considered in this study. The
multiple case study method was used to measure the tax cost of a planned investment, contemplating the
effective legislation in each of the examined countries. Results of the study allow concluding that, among
the four countries under analysis, Brazil presents the largest tax cost, significantly greater than the other
countries, which offer fiscal incentives, including a negative tax load. Among the remaining three
countries, the company competitiveness has been favoured according to the following order: by Chile,
the USA and Canada.
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A. INTRODUCTION

Tax management in Bolivia has been characterized by its complexity, given the
proliferation of taxes, their interrelationships, autonomy at government levels (federal, state,
municipal), use of incentives in government plans, frequent changes in legal texts, etc. In the
scope of federal taxes, particularly income tax, Social Contribution on Net Income (CSLL),
Social Integration Program (P1S) and Contribution for Social Purposes (COFINS), de Freitas
et al. (2021) makes a broad approach on the subject.

In addition to these aspects, the Bolivian tax system also contains devices that affect
the development and expansion of certain productive activities. Tax distortions affect and
undermine investment decisions, inhibiting production growth and job offers. Part of the taxes
is of a cumulative nature, and fall in cascade in the various stages of the production process,
such as COFINS and PIS, which, together, represent a significant portion of the total tax
burden. Nevertheless, the federal government has been increasing the rates of these taxes de
Carvalho et al., 2016).

Thus, when the Government institutes or increases a cumulative tax levied on sales in
general, the tendency is for the competitiveness of national producers in relation to their foreign
competitors to be reduced. This fact leads to an increase in the so-called “Bolivia Cost” (Llopis
etal., 2018).

It should be noted that the surcharge on investments in capital goods, the main theme
of this article, is also a factor of distortion of the tax burden, as in addition to increasing the
price of products, it hinders the creation of jobs and the country's economic and social
development. The high tax burden on capital investments has been pointed out as a
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discouraging factor for investments in Bolivia, often causing investors to opt for other countries
when investing.

Regarding the tax costs of custom capital goods and their relationship with
competitiveness, the objective of this work is to demonstrate how institutional and regulatory
policies can contribute, or not, to stimulate the infrastructure sectors, especially, the base
industry (da Silva et al., 2020). Despite the fact that Bolivian legislation undergoes frequent
changes, the intention is to call the attention of companies and the government regarding the
tax cost on capital goods acquired on demand, as a strategic option for reducing costs. It should
be noted that, except in the case of Bolivia, the tax costs incurred in the other countries surveyed
were treated in a generic way, not representing an in-depth analysis of the specific rates used
in each of them (Berolucci & Nascimeto, 2006).

The contribution and relevance of this study are directly related to enabling the debate
on the search for competitiveness by companies as a way to ensure their continuity. Another
feature that also distinguishes this research is its study focus. In fact, when dealing with the
fiscal-tax cost, as a competitiveness factor, the study contributes with the evidence that, in order
to be achieved, it needs government action as an agent of the country's competitiveness.

In the current international context, the competitive environment in which companies
are inserted presents constant changes. In this context, to remain in the market, organizations
must react quickly to changes in technological, economic and political conditions, as well as
continuously expand their capacity to innovate and modernize, aiming at a better strategic
positioning in the face of what can be called competitive model (Prudencio et al., 2011).

In this same sense, Koch et al. (2020) and Junior & Martinez (2020) infers that “the
increase in competition has been causing profound changes in the productive systems of
companies. The trend of these modifications can be seen by comparing the production system
of a modern company with that of a traditional company”. From this comparison, it is denoted
that continuous improvement has become an incessant search for improving efficiency and
productivity, which demands a series of decisions to be taken by managers, such as, for
example, the renovation or expansion of the industrial park.

This finding, however, leads to the issue of tax costs, since, in this context, a
transformation in the focus of strategic cost management is noted. Companies also began to
focus on tax costs, and not only on (internal) operating costs, as has traditionally been the case.
This transformation stems from the fierce competition in the market, which requires managers
to pay special attention to tax costs as a relevant factor in the competitive position of
companies. This ends up defining the competitive position of companies today, especially in
the international arena.

Nabais (2019) and Fernandes (2010) understand that competitiveness is the result of
several factors that interfere in business activities, whether systemic, structural or internal.
Systemic factors are related to all macroeconomic, political-institutional, political-regulatory
components, among others, that can impact the performance of companies.

Structural factors correspond to the set of specific conditions of the environment in
which the company operates, such as the market and industrial organization. Finally, internal
factors are all those elements internal to the company that make it competitive or not, such as
industrial management and technological innovation. The first two sets of factors encompass
conditions external to the business organization, in which the possibilities of changing the
company's competitive strategy may occur through the involvement of industry associations
and federations.

Traditionally, it has been understood that Systemic Factors were outside the company's
field of action. Currently, however, it is noted that more and more companies, through
associations and federations representing the sector, have sought greater interaction with
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government bodies, thus generating what can be called mutual influence. Thus, if on the one
hand companies expect better institutional and regulatory policies in terms of taxation on
investments in capital goods, on the other hand, the government hopes, with such policies, to
attract investments aimed at the country's economic development.

This fact is corroborated by the measures taken by the Bolivian federal government
within the scope of the Special Regime for the Acquisition of Capital Goods for Exporting
Companies (RECAP), which is presented as a tax exemption program for investments in capital
goods of companies that export more than 80 % of your production.

Therefore, it becomes part of a set of public policies, such as RECAP, for example,
which advocates, according to the Ministry of Industry Development and Foreign Trade
Pohlmann et al. (2010), that “some industrial projects, still under study, are already strong
candidates to be contemplated by the new measure of the Government”. Among them,
enterprises in the steel and paper and cellulose sectors stand out, whose investments already
point to resources in the order of US$ 10 billion, which should generate foreign exchange of
more than US$ 3 billion annually.

It can be inferred, therefore, that currently the conjectures around competitiveness must
take into account, in addition to the internal factors of organizations with regard to investment
decisions, systemic factors, particularly public policies that affect corporations. In other words,
there is no more space to treat competitiveness exclusively in the internal environment of
companies.

From this perspective, investment decisions in capital goods stand out, which notably
translate into competitive advantages, such as: technological advances, social and economic
changes (Dalmolin, 2021; Castala et al., 2014).

B. METHOD

The present study has a quantitative and qualitative character and used the method of
multiple case studies. This method is characterized as an empirical investigation that
investigates a contemporary phenomenon within its real-life context (YIN, 2001). Multiple
case studies are appropriate when the research objective is descriptive, theory building, or
theory testing. In addition, multiple case studies allow for cross-case analysis and theory
extension, yielding more general research results.

Data collection was carried out through documents and technical reports provided by
the engineering departments of companies affiliated with the Bolivian Institute of Steelmaking
(IBS), whose corporate name will not be declined (Machado & Nakao, 2012).

From the analysis of the aforementioned documentation, two similar investment
projects were selected for the assembly of the studied model, which have already been installed
in companies affiliated with the IBS. The analysis of the results was carried out with a
quantitative and qualitative approach and occurred through the comparison of the data obtained
with each other and their interpretation in light of the theory and current tax legislation.

C. RESULT AND DISCUSSION
The study demonstrates a way of measuring the collection of taxes on investment in
capital goods by order which, impelled by the public power, burdens the costs of companies in
Bolivia, resulting in a loss of competitiveness, especially when comparing with other countries.
In addition, it also demonstrates the harmful effect that tax policy can have on the
Bolivian economy, since, in addition to sharply reducing the chances of productive
investments, it inhibits job creation and the country's economic and social development.

Premises Adopted for the Study
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Based on the established assumptions, for the purposes of the study, only the amount
of taxes levied on the acquisition of goods and services carried out during the period of
construction of the new unit until the moment of its entry into operation was taken into account
(PRICEWATERHOUSECOOPERS, 2004). At this point, given the complexity of the Bolivian
legal and tax system, as well as the variety of goods and services acquired or contracted for an
investment of this magnitude, the rates that are usually practiced in the steel industry were
adopted as a standard, which are presented in Table 1.

Table 1. Taxes and Rates

Taxes Percentage
COFINS 7.60%
PIS 1.65%
CPMF 0.38%
ICMS 18.00%
Import tax 14.00%
IP1 Electric/Electronic Equipment 15.00%
IP1 Mechanical Equipment 5.00%
Taxes on payments abroad 20.00%
IRPJ e CSL 34.00%
ISS 4.00%

In order to allocate the amount invested in each stage of the project and, consequently,
to determine the basis for calculating the taxes involved in said acquisitions, in addition to the
budget for the implementation project of the new unit, technical reports provided by the
engineering departments were used of companies affiliated to IBS. To assemble the studied
model, two similar investment projects that have already been installed were selected.

Analysis of the Tax Burden on Steel Investment

From the application of the assumptions referred to in item 4.1, the tax burden incident
on the implementation of a new steel plant in Bolivia was determined. The data are shown in
Table 2, which presents the project divided into two large groups: one for investments in
equipment and the other for the provision of services. With regard to expenses, a division was
made between the national and international scopes.

With regard to taxes levied in Bolivia, it should be noted that financial adjustments were
made in relation to ICMS, PIS and COFINS tax credits on acquisitions for fixed assets, in order
to bring them to present value. This adjustment was necessary due to the fact that, although
such credits originate from the collection of these taxes at the time of acquisition of the assets,
their use is deferred, by express provision in Bolivian legislation for the moment in which the
investment begins to operate.

As a discount rate for calculating said present value, shown in the “Credits” column of
Table 2, the percentage of 16% was used, which represents the average annual rate of SELIC,
the index used by the Federal Government to update credits tax. The two-year period for setting
up the plant and starting operations was also taken into account.

In Bolivia, companies are subject to several taxes, including corporate income tax,
value-added tax (VAT), withholding tax, and municipal taxes. Corporate income tax is levied
on the company's net income at a rate of 25%. VAT is imposed on the value added to goods
and services, typically at a rate of 13%. Withholding tax is levied on certain types of payments
made to non-residents at a rate of 12.5% to 25%. Municipal taxes are assessed on property and
vary by location.
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The tax burden on steel investment in Bolivia could depend on several factors, including
the size and scope of the investment, the location of the investment, and any incentives or
exemptions offered by the government. Bolivia may have specific tax incentives or exemptions
for investments in the steel industry, which could reduce the tax burden for companies.
Additionally, the tax burden could be affected by any bilateral investment treaties or free trade
agreements between Bolivia and other countries.

It's important to note that tax laws and policies can change over time, and the tax burden
on steel investment in Bolivia could be different today than it was in the past or will be in the
future. Companies considering steel investment in Bolivia should consult with tax experts and
legal advisors to understand the current tax laws and potential tax implications.

In addition to the types of taxes and factors that could affect the tax burden on steel
investment in Bolivia, there are some other considerations to keep in mind:

1. Political stability: The political situation in Bolivia can affect the investment climate
and tax policies. Any political instability, changes in leadership, or shifts in policy
priorities could impact the tax burden on steel investment.

2. Infrastructure: The availability and quality of infrastructure, such as transportation,
energy, and telecommunications, can affect the cost of doing business and,
consequently, the tax burden.

3. Labor costs: The cost of labor in Bolivia can vary depending on the industry and
location. Companies considering steel investment should factor in labor costs, as they
could affect the overall cost structure and, in turn, the tax burden.

4. Regulatory environment: The regulatory environment in Bolivia can impact the ease of
doing business and the tax burden. Companies should be aware of the regulatory
requirements for steel investment and any potential regulatory hurdles that could
increase costs and affect the tax burden.

5. Market demand: The demand for steel in Bolivia and the surrounding region could
affect the profitability of the investment and, therefore, the tax burden. Companies
should consider the market demand for steel products before investing in the industry.
Overall, while tax burden is an important consideration for steel investment in Bolivia,

it is only one factor among many that companies should consider when making investment
decisions. Companies should conduct comprehensive due diligence and consider a range of
factors before investing in the steel industry in Bolivia.

Comparison with Other Countries

With regard to Chile, its choice aimed to verify how a Mercosur partner treats
investments in capital goods. It should be noted that, except in the case of Bolivia, the tax costs
incurred in the other countries surveyed were treated in a generic way, not representing,
therefore, an in-depth analysis of the specific rates used in each country. This limitation resides
in the fact that for each state and/or municipality of the countries used for comparison, there is
a different tax legislation. Thus, in Table 4, the average state rates for each country were used.

Thus, for the purposes of comparison with the tax burden levied in the aforementioned
countries, the same operations used to identify and determine the tax burden levied in Bolivia
are considered to determine the basis for calculating the taxes involved.

It can be seen from the analysis of that, in the USA and Chile, both federal and state
taxes allow the taxpayer to recover, by taking tax credits for the amounts paid in the acquisition
of goods or services, so that they do not there is no immediate tax impact. In Canada, there is
a tax burden of 4.88% of the total expenses necessary for the implementation of a new steel
plant. Additionally, in the comparative tables of taxation between countries, the effect that the
incentive of accelerated depreciation represents in terms of income tax savings, since such
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benefit is conferred in the US, Canada and Chile for the implementation of investments in the
steel industry (Paes, 2017).

The steel industry is a global industry, with countries around the world producing and
consuming steel. There are several factors that can be used to compare countries in the steel
industry, including production capacity, output, consumption, trade, and technological
advancements. Production capacity refers to a country's ability to produce steel, and it can be
measured in terms of annual production capacity. China is currently the largest producer of
steel in the world, with an annual production capacity of over 1 billion metric tons. Other major
steel producers include India, Japan, the United States, and Russia (Pulido, 2016).

Output refers to the actual production of steel, measured in terms of annual production.
Again, China is the world's largest producer of steel, followed by India, Japan, and the United
States. However, the distribution of output varies by region, with Asia accounting for a
significant share of global steel output. Consumption refers to the use of steel within a country
and can be measured in terms of annual consumption. China is also the world's largest
consumer of steel, followed by the United States, India, and Japan. The level of consumption
can be influenced by several factors, including economic growth, infrastructure development,
and construction activity (Dakua, 2019).

Trade refers to the import and export of steel between countries. Some countries, such
as China, are net exporters of steel, meaning they export more steel than they import. Other
countries, such as the United States, are net importers of steel, meaning they import more steel
than they export. Trade in the steel industry can be affected by trade policies, such as tariffs
and quotas.

Technological advancements refer to the level of innovation and technology adoption
in the steel industry. Some countries have advanced steel production technologies, such as
electric arc furnaces and continuous casting, which can increase efficiency and reduce costs.
Others may have older, less efficient production technologies. In summary, the comparison of
countries in the steel industry involves several factors, including production capacity, output,
consumption, trade, and technological advancements. These factors can vary significantly by
country and can be influenced by a range of economic, political, and technological factors.

In addition to the factors mentioned above, there are other ways to compare countries
in the steel industry, including:

1. Cost of production: The cost of producing steel can vary by country due to differences
in labor costs, energy costs, and raw material prices. Some countries may have a
competitive advantage in steel production due to lower costs of production.

2. Environmental regulations: The steel industry is a major contributor to greenhouse gas
emissions and other forms of pollution. Countries with stricter environmental
regulations may impose higher costs on steel producers, which could affect the
competitiveness of their steel industry.

3. Industry structure: The steel industry can be highly concentrated, with a few large
producers dominating the market. Some countries may have a more diversified industry
structure, with many smaller producers.

4. Supply chain integration: The steel industry is part of a complex global supply chain
that includes raw material suppliers, transportation providers, and end-users. Countries
with well-integrated supply chains may have a competitive advantage in the steel
industry.

5. Innovation and research: Countries that invest in research and development in the steel
industry may develop new technologies or processes that increase efficiency and reduce
costs.
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Overall, the comparison of countries in the steel industry is complex and involves many
factors. Different countries may have different strengths and weaknesses in the steel industry,
depending on their natural resources, economic policies, technological capabilities, and other
factors. Understanding these factors is essential for companies considering investments in the
steel industry and policymakers looking to promote economic growth and development in their
countries.

South Korea is one of the world's largest producers and exporters of steel, with a strong
and competitive steel industry. The country has a long history in the steel industry and has
developed advanced technologies and processes for steel production.

In terms of production capacity, South Korea ranks as the fifth-largest steel producer in
the world, with an annual production capacity of around 78 million metric tons. The country's
steel output is dominated by two major steelmakers: POSCO and Hyundai Steel. South Korea
is also a major exporter of steel, with exports accounting for more than half of the country's
total steel production. The country's main export markets include China, Vietnam, and the
United States.

One factor that has contributed to South Korea's success in the steel industry is its focus
on technology and innovation. The country has developed advanced steel production
technologies, such as electric arc furnaces and continuous casting, that have increased
efficiency and reduced costs. South Korean steel companies have also invested in research and
development, resulting in new products and technologies that have helped the industry remain
competitive.

Another factor that has contributed to South Korea's success in the steel industry is its
close integration with other sectors of the economy. The country has a well-developed supply
chain for steel production, with a strong domestic network of raw material suppliers,
transportation providers, and end-users. This integration has helped South Korea's steel
industry remain competitive and efficient. In recent years, South Korea's steel industry has
faced challenges from increasing competition from China and other countries, as well as rising
raw material costs and environmental regulations. However, the industry has continued to adapt
and innovate, and South Korean steelmakers remain major players in the global steel industry.

Brazil is one of the world's leading steel producers, with a strong and competitive steel
industry. The country has abundant natural resources, including iron ore and coal, which are
essential inputs for steel production.

In terms of production capacity, Brazil ranks as the ninth-largest steel producer in the
world, with an annual production capacity of around 34 million metric tons. The country's steel
industry is dominated by a few large steelmakers, including ArcelorMittal, Gerdau, and
Usiminas. Brazil is also a major exporter of steel, with exports accounting for more than a
quarter of the country's total steel production. The country's main export markets include the
United States, Mexico, and Argentina.

One factor that has contributed to Brazil's success in the steel industry is its natural
resources. The country has large reserves of high-quality iron ore and coking coal, which are
essential inputs for steel production. Brazil's steel industry has also benefited from the
government's support for infrastructure development and investment in the sector. Another
factor that has contributed to Brazil's success in the steel industry is its focus on sustainability.
The country's steel industry has made significant progress in reducing its environmental
impact, with improvements in energy efficiency, emissions reduction, and waste management.
The industry has also invested in research and development, resulting in new technologies and
processes that have increased efficiency and reduced costs.

However, the steel industry in Brazil has faced challenges in recent years, including
rising costs of raw materials and energy, as well as competition from other countries.
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Additionally, the COVID-19 pandemic has had a significant impact on the industry, leading to
lower demand and production levels. Nonetheless, the industry has continued to adapt and
innovate, and Brazil remains a major player in the global steel industry.

D. CONCLUSION

As demonstrated, competitiveness results from a synergy between government policies,
investments in infrastructure, technological innovation and, above all, business resourcefulness
in the foreign market. In this sense, it appears that the business community recognizes that the
foundations of competitiveness are supported by competitive dynamics, that is, that they are
based on the skills of practicing the competitive strategies required by the standards of a
globalized economy beyond the internal environment of organizations.

It is noted that the option to exempt capital investments is a broader strategic decision
at the government level, becoming a factor of attraction for an industrial policy of sustained
growth in the country, aiming to make the economy expand, raise the level of employment and
income. The data from this study reaffirm that competitiveness at the domestic and
international level is inevitably influenced, in this aspect, more by taxes than by business
management. However, tax policy is conditioned to the sovereignty of countries, their
institutional and regulatory policies.
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