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Abstract

The world has witnessed rapid radical changes such as increase in
the volume of international trade, the movement and
internationalization of capital, capital flowing uphill, the
internationalization of production processes, and the tremendous
technological development. These changes, although they generated
many opportunities for developing countries, but at the same time
laid more challenges for them. Today the tariff barriers on trade
movement are fading, while the focus is on non-tariff barriers such
as standards of technology, quality and the environment. Moreover,
Industries have become linked to capital intensity as much as linked
to knowledge content. This made a necessity for caring about R&D
activities to gain competitiveness. So, while fiscal policy plays an
important role in supporting R&D processes to correct the market's
failure in providing adequately these activities. This research aims to
assess the role of tax policy in encouraging spending on research,
development and innovation activities based on the guidance of
some international experiences in this regard. The research follows
the analytical approach to verify the hypothesis that tax policy has a
role in stimulating spending rates on research and development and
supporting their innovative outputs. The research concluded that
countries prefer tax incentives to providing financial support to
encourage companies to spend on research and development
activities. At the local level, the innovative output is still not feasible
due to the weak possibilities of government spending on research
and development activities, as well as the absence of tax incentives
to feed local sources of development and organize the the random
transfer and import of technology, which worsened the situation.

Keywords: Tax policy - Technology transfer - Innovation -
Public budget deficit — R&D — Income tax - Patents — Tax credit.
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