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“ In this paper I examine the responsiveness of corporate investments to changes 

in corporate income taxation in Slovenia. Because Slovenian firms have been to a 

large extent financially constraint, I first extend the neoclassical (accelerator) model 

of investment demand to include an additional channel through which taxes could 

affect investments in financially constrained firms. I model the tax effects via two 

transmission channels, the traditional user cost of capital channel and an additional 

one being crucial for financial constrained firms, i.e. the cash flow channel. The 

model was tested applying an endogenous switching regression approach. The 

empirical results show that investments in Slovenian firms were not affected by 

changes in corporate income taxation through the user cost of capital channel, but 

I found a strong evidence of the effect that materializes through the cash flow 

channel. Despite empirical evidence confirmed that corporate investments can be 

stimulated by changes in corporate income taxation in the economies with sound 

financial systems, policy makers should be aware of very limited effect of corporate 

income tax reforms in the environment where firms are financially constrained, as 

the incentive effect resulting from the decrease of the user cost of capital does not 

materializes.” 

 

You can register for the free seminar by phone (01) 58-92-490, or via e-mail: 
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