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This research delves into the intricate relationship between
government regulation, tax policy, and the business life of shops in
Suryakencana Market, Bogor. Employing a mixed-methods approach
that combines quantitative survey data, financial analysis, and
qualitative insights from interviews, this study uncovers the
multifaceted impact of government regulations and tax policies on
businesses in the market. The results reveal that government
regulations impose a significant regulatory burden and compliance
costs on businesses, particularly affecting small enterprises. Industry-
specific effects further highlight the need for tailored approaches to
regulation. Additionally, tax policies influence business operations,
with businesses often passing tax costs to consumers, and incentives
promoting profitability. Cross-border taxation issues pose challenges
to businesses engaged in international trade. These findings provide
valuable insights for policymakers and stakeholders, emphasizing the
importance of streamlining compliance procedures, supporting small
businesses, and offering incentives for innovation and job creation to
foster a conducive environment for business growth and sustainability
in Suryakencana Market.
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1. INTRODUCTION

Government rules and tax laws are
just two of the many threads that make up the
intricate tapestry that is the global business
landscape. Each strand is essential to the way
firms function, change over time, and prosper.
For entrepreneurs, firms, and businesses of all
sizes, this complex relationship between the
activities of the government and the business
world is not just a theoretical concept but
rather a reality of daily life. [1]-[4] This

intricate  relationship is evident in
Suryakencana Market, which is tucked away
in the bustling center of Bogor, Indonesia, as
store owners and business owners negotiate a
complex web of laws and tax laws in an effort
to maintain their financial stability and
prosperity.

This extensive study aims to shed
light on the complex and sometimes
enigmatic effects of tax laws and regulations
on the companies that make up the
Suryakencana Market. In the pages that
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follow, we'll take you on an investigative and
analytical journey as we lift the curtain on the
effects of financial penalties and
governmental supervision on the companies
that line this market's busy lanes. This
research is an earnest attempt to find insights
that will help shape this famous market's
future and provide important lessons for
markets and businesses globally, not just an
academic exercise.

With a colorful past and a thriving
diversity, Suryakencana Market is a thriving
economic entity. It's a classic marketplace in
the center of Bogor, with restaurants, stores of
all shapes and sizes, modern boutiques, little
kiosks, and traditional market stalls
coexisting. The market is alive with activity as
both residents and visitors browse its aisles in
search of a variety of goods and experiences
that capture the essence of Indonesian trade.

Suryakencana  Market functions
within the constraints of national and
international tax laws and regulations, much
like other markets. These regulations protect
customers, uphold the integrity of the market,
and increase public revenue, among other
goals. Nevertheless, further research is
necessary to determine the precise effects of
these measures on the market's enterprises'
competitiveness, sustainability, and economic
viability.

Suryakencana Market is a microcosm
of the larger business world, where decisions
made by the government can have a
significant impact on start-ups, small
businesses, and well-established companies
alike. This dynamic market offers a perfect
environment for this study, giving practical
insights that may influence and direct policy
decisions that affect markets and enterprises
worldwide, not just in Bogor.

2. LITERATURE REVIEW

2.1 Government Regulation and Its
Impact on Businesses

Government regulation encompasses
a wide range of policies and measures,
including labor laws, environmental
regulations, safety standards, and licensing

requirements. These regulations are designed
to achieve various objectives, such as
consumer protection, public safety, and
economic stability [5], [6]. Several key
theoretical perspectives help us understand
the implications of government regulation on
businesses:

Regulatory burden refers to the
administrative and compliance costs that
businesses incur to adhere to government
regulations. These costs can include
paperwork, legal fees, and the time required
to comply with regulatory requirements.
Excessive regulatory burden can hinder
business operations and stifle economic
growth [7], [8]. Compliance costs encompass
the expenses associated with ensuring that a
business  complies  with  government
regulations. These costs can impact a
business's profitability and competitiveness,
particularly for small and medium-sized
enterprises [9], [10]. Regulatory capture
occurs when regulatory agencies that are
meant to oversee businesses become
influenced or controlled by the industries they
regulate. This can lead to regulations that
favor established businesses at the expense of
competition [4], [11]-[13].

2.2 Tax Policy and Its Effects on
Businesses

Tax policy can significantly impact
businesses through mechanisms like tax
incidence, tax elasticity, and optimal tax
policy: Tax incidence refers to the distribution
of the tax burden between producers,
consumers, and factors of production [14],
[15]. Understanding who ultimately bears the
economic cost of a tax is crucial for assessing
its impact on businesses [15], [16]. Tax
elasticity measures the responsiveness of
taxable activities to changes in tax rates. High
tax elasticity can discourage economic
activity, while low elasticity may lead to
higher tax revenue [16], [17]. The concept of
an optimal tax policy seeks to strike a balance
between raising necessary revenue for
government operations and minimizing
distortions in economic behavior [14], [15],
[17], [18].

2.3 Empirical Studies
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Empirical studies in the field of tax
policy and businesses have yielded a diverse
set of findings:

Lower corporate tax rates are often
associated with increased investment and job
creation. Tax incentives, such as tax credits for
research and development or job creation,
have been found to stimulate specific
activities within businesses4. However, the
impact of corporate tax rates on economic
growth is not clear, as private -capital
formation and foreign direct investment
inflows are rather explained by economic
growth, the persistence of investment
spending, trade openness, and the quality of
institutions. International tax policies can
affect businesses engaged in cross-border
trade and investment, and transfer pricing,
double taxation, and tax treaties are areas of
concern for multinational enterprises. In
summary, while lower corporate tax rates and
tax incentives can stimulate investment and
job creation, other factors such as economic
growth, trade openness, and institutional
quality also play a significant role in private
capital formation and foreign direct
investment inflows.

3. METHODS

This research wutilizes a mixed
methods  approach, which  combines
qualitative ~and  quantitative research
methods. A mixed methods approach allows
for a comprehensive examination of the
research questions, providing a deeper
understanding of the complex interactions
between government regulations, tax policies,
and their impact on business.

3.1 Data Collection

3.1.1 Survey

Surveys were administered to a
sample of shop owners and managers in
Suryakencana Market. The  survey
questionnaire was designed to collect
quantitative data relating to the participants'
experiences and perceptions of government
regulations and tax policies. The survey
covered issues such as the impact of
compliance costs, regulatory burden, and the

effect of tax policy on the financial
performance of their business. Survey
responses were collected electronically to
facilitate efficient data processing, a total of
120 samples were involved in this study.

3.1.2 Interviews

In-depth interviews were conducted
with a group of shop owners, government
officials, and experts in tax policy and
business regulation with a Penta-Helix
approach, totaling 5 informants. These
qualitative interviews will provide insights
into different aspects of government
regulations and tax policies, providing a
deeper understanding of their impact on
businesses. Open-ended questions will be
used to encourage participants to express
their views, experiences and
recommendations.  Interviews  will be
recorded and transcribed for analysis.

3.1.3 Financial Analysis

Financial data from a subset of
businesses in Pasar Suryakencana is analyzed
to understand the financial implications of
government regulations and tax policies. Key
financial ratios, such as profitability, liquidity,
and solvency, will be assessed to determine
the impact of regulatory compliance costs on
the financial health of businesses. This
quantitative analysis will provide empirical
evidence regarding the financial impact of
government policies.

3.2 Data Analysis

3.2.1 Survey Data Analysis

Quantitative data collected from the
survey was analyzed using SPSS statistical
software. Descriptive statistics, including
means, standard deviations, and frequency
distributions, were used to summarize the
survey responses. Inferential statistics, such as
correlation and regression analysis, will be
used to identify relationships between
variables and test hypotheses. This analysis
will help gauge shopkeepers' perceptions and
experiences with government regulations and
tax policies.

3.2.2 Analysis of Interview Data

Qualitative data from the interviews
underwent content analysis. Interview
transcripts will be coded, and common
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themes and patterns will be identified. This
thematic analysis will help in understanding
the qualitative aspects of the impact of
government policies on businesses and will
provide context to the quantitative findings.

3.2.3 Financial Analysis

Financial ratios and metrics will be
calculated and compared among sampled
businesses to assess the financial impact of
government regulations and tax policies. This
analysis will provide quantitative evidence on
the financial impact of government policies on
businesses in Suryakencana Market.

4. RESULTS AND DISCUSSION

In this section, we present the results
of our research, which combine quantitative
data from surveys and financial analysis with
qualitative  insights  gained  through
interviews. The findings are categorized into
two main themes: the impact of government
regulations and the impact of tax policies on
businesses in Pasar Suryakencana, Bogor.

4.1 Impact of Government Regulation

The quantitative results of our survey
show that 78% of the surveyed shopkeepers
consider that government regulations place a
burden on their business. This burden is
caused by administrative requirements,
compliance  documentation, and time
invested to comply with regulations. In
addition, 63% of respondents expressed their
concerns about the compliance costs
associated with these regulations. These costs
include legal fees, licensing, inspections, and
record-keeping.

The survey data underscores the
disproportionate impact of government
regulations on small businesses in
Suryakencana Market. Of the small business
owners surveyed, 89% reported that the
regulatory burden hampers their daily
operations, and often takes their focus away
from serving customers. In addition, 72% of
small business owners recognized that the
cost of compliance is a considerable financial
burden, making it difficult for them to
maintain profitability and reinvest in their
business.

Interviews with market stakeholders
provided additional insights into the
industry-specific impact of government
regulations. Notably, businesses dealing with
food and hygiene regulations reported a more
significant compliance burden, with one
restaurant owner mentioning, "We have to
comply with strict health and safety
standards,  which frequent
inspections and documentation, thus

involves

increasing our operational costs." In contrast,
businesses in the apparel and general
merchandise sectors experience relatively less
regulatory pressure. These industry-specific
nuances highlight the need for a customized
approach to regulation and support.

4.2 Impact of Tax Policy

Analysis of the quantitative data
shows that businesses in Pasar Suryakencana
tend to pass on some of their tax burden to
consumers. However, the extent to which
these tax costs are shifted varies based on the
demand elasticity of the product or service
being offered. For example, inelastic goods,
such as basic foodstuffs, tend to bear a higher
tax burden, and consumers will bear the cost
due to their need for the product. On the other
hand, businesses that offer inelastic goods or
services, such as non-essential luxury goods,
tend to absorb a larger portion of the tax cost
in order to remain competitive.

Our financial analysis of businesses in
the market highlights the impact of corporate
taxation on financial performance. Small and
medium-sized companies subject to standard
corporate tax rates report lower profitability
compared to companies operating under a
simplified tax regime with lower rates.
Notably, businesses that take advantage of
available tax incentives, such as those that
encourage innovation and job creation, show
better financial results, with increased net
profits.

Interviews with businesses involved
in international trade revealed concerns
related to cross-border taxation. Issues such as
transfer pricing and the complexity of double
taxation agreements were discussed. These
complexities can add layers of confusion and
cost to cross-border business operations,

Vol. 01, No. 04, October 2023 Publish date: pp. 173-178



West Science Law and Human Rights

a 177

requiring companies to allocate additional
resources to mnavigate international tax
regulations.

Discussion

The amalgamation of quantitative
and qualitative findings presents a holistic
view of the complex relationship between
government regulations, tax policies, and the
business lives of shops in Suryakencana
Market.

Significant regulatory burdens and
compliance costs, as revealed by the survey
data, can weigh heavily on businesses. These
aspects not only add to operational costs, but
also demand considerable time and attention
from business owners and managers. Small
businesses, in particular, face real challenges
in managing these costs, which can hinder
their long-term growth and sustainability.
Industry-specific impacts emphasize the need
for a tailored regulatory approach.
Understanding the specific needs of
businesses in different sectors within the
market is critical for policymakers to design
effective and supportive regulations. Tax
impact analysis underscores that businesses
often shift some tax costs to consumers,
thereby changing price levels and consumer
behavior. Moreover, the impact of corporate
taxation and the positive results of tax
incentives on profitability demonstrate the
potential of tax policy to influence business
performance and competitiveness. The
complexity of cross-border taxation, as
indicated by the interviews, sheds light on the
challenges faced by businesses engaged in
international trade. The need for clear and fair
tax treaties and agreements is evident in
facilitating cross-border operations.

CONCLUSION

The findings of this study underscore
the complex and nuanced relationship
between government regulations, tax policies,
and businesses in Pasar Suryakencana, Bogor.
Government regulations impose considerable
regulatory burdens and compliance costs, and
small businesses face disproportionate
challenges. Industry-specific effects
emphasize the importance of regulatory

approaches tailored to meet the unique needs
of businesses in different sectors within the
market. Tax policy affects business
operations, with businesses often shifting tax
costs to consumers, impacting price levels and
consumer behavior. Corporate taxation and
tax incentives significantly affect the financial
performance of businesses, especially small
and medium-sized enterprises. Businesses
engaged in international trade face complex
cross-border taxation issues that require clear
and fair tax treaties and agreements. Based on
these findings, we recommend that policy
makers and stakeholders consider the distinct
characteristics of businesses in Pasar
Suryakencana and their specific challenges.
Policy measures such as simplifying
compliance procedures, providing support to
small businesses, and offering incentives for
innovation and job creation are critical to
fostering a Dbusiness environment that
promotes growth and sustainability.
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