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Abstract

The reform of the tax system in Slovakia is part of a complex reform of taxes and levies in the Slovak Republic. The tax reform was
supposed to contribute to public finance improvement, but its progress is slowed by many problems and non-acceptance in the pro-
fessional circles. The objective of the analysis is to contribute to the enrichment of knowledge of the tax system reform in the Slovak
Republic from the point of its perception and evaluation by the main players affected i.e. business entities and authorities of finan-
cial administration. The study represents the first analysis of the reform of the tax system in the Slovak Republic which is based on
information obtained from business entities and employees of Financial Administration.

The tax reform began in 2008, while its first phase was completed in 2013. The study is focused on the analysis of this stage of the
reform. Suspension of the tax reform in 2013 can be considered as good opportunity to contribute to the professional discussion
about continuation of tax reform. The study aims to provide an analysis of the tax reform first phase on the basis of data obtained
from business subjects and Financial Administration offices. The data obtained by means of questionnaires from respondents are
analyzed and processed by using mathematical and statistical methods on the level of descriptive statistics. Factors that describe
six indicators of tax system evaluation have been extracted on the basis of the conducted factor analysis. The verified structure of
the tax system evaluation presented in the research is a new view on the examined topic in the Slovak Republic. The study brings
interesting findings, which can be considered as a precondition for successful continuation of the tax reform. In particular, the low
readiness of the business sector and, surprisingly, employees of the Financial Administration are the factors that negatively affect
the implementation of tax reforms.

Authors of the study prove a need for changes in the management of Financial Administration, including changes in the system of
tax audits, with an analysis of selected statistical data of the Financial Administration for 2005-2013. Article presents actual view on
the current state of the tax system in the Slovak Republic.
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PhD (eKoH.), ckapbHuK, [y6HULIbKWIA TEXHOMOTYHUIA IHCTUTYT, CnoBavymHa
lOpan Tewn
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MopatkoBa pedopma CrnoBayyuHu 3 nornany ii rofIoOBHMX yYaCHUKIB

AHoTauia

YacTMHOIO KOMMMEeKCHOro pedopmyBaHHA nybnivHmx diHaHciB y Cnoaubkin Pecnybniui € pedopma nogaTkoBoi cuctemu
Kpaitu. MNMopaTtkoBa pedopma, AK nepenbayanoca, NoBnHHaA Byna 3pobuTn BHECOK Y BAOCKOHANEHHA (DiHAHCOBOro aaMiHICTpy-
BaHHA, npoTe ii NpocyBaHHA CynpoBOAXYETbCA HaraTbma npobnemamun i HENPUAHATTAM y npodpecinHomy cepeposuii. Meta
Ljei cTaTTi nonArae B ToMy, Wo6 npoaHanisyBaTu CIPUAHATTA 1 OLiHKM 34iNCHEHOI pecdhopMmn NoAaTKOBOI cuctemy CnoBavymHm
rofIOBHUMM rpaBUAMK, HA AKMX BOHA BNAMBAaeE, TOOTO NianpuemMuaMn Ta KepiBHULTBOM NMoaaTkoBoi agmiHicTpadii. B ocHoBy nep-
LLOro y CBOEMY pofi AOCNiAXEHHA NOKNaAeHo iHhopmaLiio, OTpMMaHy B pe3ynbTaTi IPOBeAEeHOro aHKeTHOro ONUTYBaHHA Npea-
CcTaBHUKIB 6i3Hecy Ta MNMoaaTkoBoi aamiHicTpauii, AKy 6yno NpoaHani3oBaHo 7 y3arafbHEHO i3 3any4YeHHAM MeTOZIB OnmMcoBOl
CTaTUCTUKW.

MopaTtkosa pedopma CrioayumHn noyvanaca B 2008 poui. i nepuy ctagito 6yno 3asepiueHo B 2013 poui. [aHe AochigKeHHA
30cepenykeHe Ha aHanisi uiei ctagii pechopmu. OTpumaHi pesynbTaTi CNpMATUMYTb OBrOBOPEHHIO 3ax04iB NOAasbLIOro noaar-
KOBOro pethopMyBaHHA ANA YCilWHOro NPoAOBXEHHA NOAATKOBOI pedhopMu.

ABTOpamu, 30Kpema, BUABMIEHO HU3bKY MOTOBHICTb AK AiNIOBOro CEKTOPA, Tak i cny>60BUiB N04AaTKOBOI aaMiHIiCTpauii, 40 BNpo-
Ba[>KEHHA NoAaTKOBOI pehopmy Ha nNpakTuLi.

Ha ocHoBi BigibpaHux cTaTUCTMYHMX AaHUX NPO AiAnbHICTb NogaTkoBoi agmiHicTpadii 3a 2005-2013 pp. npeacTaBneHo NoTo4-
HWIA cTaH nogaTkoBoi cuctemn Crosaubkoi Pecnybniku, a Takox obrpyHToBaHo noTpeby B 3MiHax B ynpasniHHi MNMopaTkosoi
aaMiHicTpadii, BKo4ao4m cloan cMcTemMy nogaTKoBOro ayauTy.

Knouvosi cnoBa: nogatkoBa agmiHicTpauia; diHaHcoBe aaMiHICTpyBaHHA; pechopma; NnogaTkoBa cucTema.
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Hanorosana pecopma B CrioBakuu ¢ TOYKU 3pEeHUA €€ OCHOBHbIX yYaCTHUKOB

AHHOTaumMA. YacTblo KOMNNEKCHOro pechopmmpoBaHua Nyb6nnyHbIX chmHaHcoB B Crosaukon Pecnybnuke ssnAeTcA pedhopma
HanoroBON CMCTEMbI CTpaHbl. HanorosaA pedopma, Kak npegnonaranoch, AOMKHA 6blna BHECTU BKNa4 B YCOBEPLUEHCTBOBA-
HVMe (PMHaHCOBOro aAMUHUCTPUPOBAHNA, OJHAKO €€ MPOABUXKEHNE COMPOBOXAAETCA MHOMMMU Npobiemamn U HENpUATUEM B
npodpeccrnoHansHon cpede. Llenb gaHHOM cTaTb COCTOUT B TOM, YTOObI MPOaHanNn3MpoBaTb BOCTIPUATUE U OLEHKY OCYLLEeCTB-
NeHHoW pedopmMbl HanoroBow cuctembl CrnoBakmm TemMu €€ OCHOBHBIMU y4aCTHMKaMKM, K KOTOPbIM OHa MMEeT HenocpeaCcTBeH-
HO€e OTHOLUEHWe, TO eCTb NPeanpUHUMAaTENAMU 1 PYKOBOACTBOM Hanoroson agmnHucTpaumn. B ocHoBe nepBoro B cBoeM poae
nuccnefoBaHvA NeXXnT MHAopMaumsa, NonyyYeHHaA B pesynbTaTe aHKeTHOro onpoca npefctasuTenein 6usHeca v Hanoroson
aAMVHUCTpauMK, NpoaHanmManpoBaHHaa u obpaboTaHHaA Npu NOMOLLM METOAOB ONUCATENBHON CTATUCTUKMN.

Hanorosaa pedopma Cnosakmu Havanack B 2008 roay. E€ nepeana ctagma 6bina 3aBepieHa B 2013 rogy. [JaHHoe nccneposa-
HVe CoCpefoTOYEHO Ha aHanu3e aTon ctaanm pecopMbl. MonyyeHHble pesynbTaThl 6yayT cnocobcTBOBaTh 06CYXXAEHUIO MEPO-
NPUATWIA MO JanbHenwemy pedopmMMpOBaHUIO HANOroBON CUCTEMbI AS1A YCMELHOro NPOAOIIKEHUA HaNoroBon pechopmbl.
ABTOpamu, B HaCTHOCTW, BbIABMEHA HN3KaA FOTOBHOCTb Kak AEefoBOro CEeKTopa, Tak W Cry>alumMx HasioroBo agMMHUCTPaLmMi,
K BHEOPEHMWIO HANOroBoW pediopMbl Ha NMPaKTUKE.

Ha ocHoBe 0TO6paHHbIX CTaTUCTUHECKMX AaHHbIX KacaTenbHO AeATenbHOCTW Hanorosown agmuHucTpauum B 2005-2013 rr.,
npeacTaBeHo TeKyLLee COCTOAHME Hanoroson cuctembl Cnosaukon Pecnybnunku, a Takxxe 060CHOBaHO NOTPEOHOCTb B U3Me-

HeHuKn geATenbHocTU Hanoroeow adMUHUCTpaUun, BKO4YaA CUCTEeMY HasloroBoro ayguTta.
KntoueBble cnoBa: Hanoroean aaMUHUCTPaUNA; df)I/IHaHCOBoe AOMUHUCTPUpOBaHueE; peqoopma; HanoroBaA cucTtema.

Introduction and Brief Literature Review

The Slovak tax system is undergoing major changes and
ending the stage of public administration reform which has been
changing the territorial administration and public institutions
from the period of the Slovakia’s economic transformation. A
smaller part of the tax system reform processes has already ta-
ken place; its major part is still the subject of professional and
political discussions, however. The currently undergoing reform
of the tax system may be seen as the biggest change in the
area of public incomes management in recent 10 years'. Major
part of professional circles and politicians agree on the need to
unify the collection of taxes, levies and custom duties.

The reason behind the public finance reform was partial
completion of the reforms of public administration [9]. One of the
causes included the high deficit of public finance and the state
budget deficit. Among major causes we also see a lack of trans-
parency in the tax collection, tax leakage and unfavourable
index of tax misery. This issue is very topical in many European
countries and the EU bodies work on it [4, 5]. Amold, J. M. et
al. (2011) [1] warned about the need to change the tax policy
including the reform. Even the neighbouring V4 countries with
similar development of public finance from the time of transfor-
mation have not avoided the public finance and tax system
reform. For instance, Piotrowska-Marczak (2013) [10] speaking
about the Polish reform of public finance says that the necessi-
ty to reform the system of public finance follows the changing
conditions in which they exist. It is necessary to know the con-
ditions and to describe and consider the level of their impact.
Currently we can see that these are mainly the factors activa-
ting the public finance reform in the 21s! century. According to
Gora (2008) [6], at public finance reforming it is important to
reduce the number of public administration workers, as they do
not produce any market value and decide about the structure of
expenses (within the framework of bureaucratisation principles).
The necessity of the reform in the Czech Republic is described
by Botman and Tuladhar (2008) [2] linking it to the pension sys-
tem reform, mainly due to the low GDP growth. Dalsgaard
(2008) [3] calls the necessary reform the «Tax and Welfare Re-
form» and follows the analysis of prior years and proposes a
model of a new way for public finance. The strategic intensions
relate mainly to changes in the tax system, long-term sustaina-
bility of public finance and financial administration improvement.

Similar were the reasons for Slovakia. The Strategy of the
Development of the Financial Administration of the Slovak

Republic (2013) [8] states that in the period of major macroeco-
nomic changes, when the individual EU countries including the
Slovak Republic fight against the consequences of the eco-
nomic crisis the consolidation of public resources and ensuring
of economic growth of these countries represents an
exceptionally difficult duty. The financial administration plays a
key role in ensuring the public resources of the Slovak Republic
and its duty and obligation is ensuring public resources as
effectively as possible from the point of incomes and also from
the point of operating expenses needed for running the organi-
sation. In Slovakia, the reform is called UNITAS. As indicated by
Suhanyiova and Suhanyi (2012) [11], the benefits of the UNITAS
reform are expected in two levels. The first one represents be-
nefits for the tax payers;

¢ reducing the administrative load of the tax and customs mat-
ters;

e time savings at administration and improving the availability of
services;

® improving the user-friendliness thanks to the financial admi-
nistration electronisation;

e savings on costs of banking transaction fees, postal fees and
travel expenses;

e improved availability of financial resources.

The second level represents the benefits for the public
administration:
¢ lowering the tax leakages;
¢ lowering of administrative expenses (reducing the staff by

20% with the saving of about 75 million Euros);

e lowering the operating expenses (savings on postal fees of 2
million Euros, savings on expenses on services, savings on
property of 70 million Euros);

® lowering the expenses on consumption material, energy,
maintenance, travelling expenses, etc.;

e more effective receivables offsetting and enforcement of
arrears.

The current domestic and foreign professional and scientific
resources available strengthen our belief in high topicality or
even urgency of reforms relating to tax systems and financial
administration in many countries of the world.

Materials and the methods

Up to the present, in professional and scientific work we
have not encountered texts mapping the tax reforms and finan-
cial administration reforms perception from the viewpoint of the
players involved, i.e. those who are not the authors of the

" In April 2003, the Government approved the Strategy of the Reform of Public Finance Management. It includes reforms on the incomes side of
the budget — tax reform; on the expense side of the budget — reform of pension system, health care, education financing reform. The Ministry of Finance
of the Slovak Republic has obtained a loan from the World Bank to finance the professional assistance and training to support institutional capacities for
the needs of budget preparation, expenses management and financial management of the Government’s powers.
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reform, but represent the public administration
staff or entrepreneurs as recipients of the reform
itself on a daily basis subsequently. Following the
above, it was necessary to find how the individual
participants of the reform see its importance, indi-
vidual tools, course and results. We chose the
questionnaire-based method for two groups of
players: representatives of business entities (i.e.

Tab. 1: Survey of the most significant factors of the perception of the tax reform

and their values

owners, managers, executives, economists, chief
accountants) and Financial Administration autho-
rities (i.e. tax administrators, tax controllers and tax
distrainers. The objective of the subsequent analysis of the data
obtained was to contribute to the enrichment of knowledge in
the context of perception and evaluation of the tax system
reform in the Slovak Republic by business entities and financial
administration’s authorities, but also to define indicators of the
evaluation of the tax system reform in the Slovak Republic;
analyse and define the opinion differences of the examined enti-
ties and analyse the links and differences based on selected
features of the business entities and financial administration’s
authorities. The data obtained from business entities and
Financial Administration authorities were then processed and
analysed by using mathematical and statistical methods at the
level of descriptive statistics (frequency analysis, median, arith-
metic average, dispersion, standard deviation) and inductive
statistics (the Kruskal-Wallis test, the Mann-Whitney U test, the
chi-quadrate, the Spearman’s correlation). We also used Factor
analysis and Cronbach’s alpha in the analysis.

Results and discussion

We see the identification of the indicators of perception and
evaluation of the tax and financial and administrative issue ba-
sed on the preferences of individual entities proposed by the ex-
perts in the field to be very important. When processing the data
obtained by the factor analysis (principal component and vari-
max rotation method) six factors were extracted based on the
respondents’ responses describing various indicators of the tax
system evaluation. The high score in a specific factor represents
its positive evaluation and the low score relates to its negative
evaluation. We named and characterised the factors as follows:
¢ financial administration reform;

e reorganisation;

e unified collection (of taxes, customs duties and levies);
e equal tax;

e digitalisation;

® tax legislation.

As a result of factor analysis there were six factors desc-
ribed, which explain 57% variations. The percentage of variation
explained on the basis of the extracted factors is generally
acceptable in social sciences being relevant to the presented
research (Table 1).

The factors extracted could be quite unambiguously charac-
terised and described in terms of their content. On the contrary,
the other factors could not be defined meaningfully in terms of
the content in the final stage. The justification of the stated
factors structure is also supported by the calculated values
of Cronbach’s alpha representing a high level of reliability of
items within the individual factors and the results of the
Scree plot method (Figure 1) for individual factors:

e financial administration reform (0.920);

e reorganisation (0.865);

e equal tax (0.806);

e unified collection (of taxes, customs duties and levies)
(0.749);

e digitalisation (0.733);

e tax legislation (0.625).

The value of Cronbach’s alpha for the factor of tax le-
gislation is the lowest from the ones included, but from the
point of social sciences it represents the bottom reliability
limit. Extracting the factor is mainly based on the specific
content definition. The suitability and correctness of factors
extracting is also confirmed by the found values of inter-
correlation coefficients.

The description and meaning of extracted factors
analyses resulting from the transformation of 35 indicators

Source: Own processing (2014) based on data received from the survey realised by the Authors

will contribute to a better understanding of reform processes
perception in the sphere of taxes administration.

Factor 1: Financial administration reform. The factor of
«financial administration reform» is evaluated negatively by the
Financial Administration employees. This result is caused by
several problems following the reform. These may include
repeated reform reviews by new political elites. The reform has
been launched without providing the employees of the Financial
Administration with the possibility to get actively involved in its
creation or commenting process. The timing and organisation of
the reform are also evaluated negatively by the Financial
Administration employees. The reason may be found in several
responses provided by the respondents to free i.e. open ques-
tions. They point to the fact that the quantity of actually produc-
tive workers has not increased after the reform. On the contrary,
the representatives of business entities evaluate this indictor as
slightly positive, because the representatives of business enti-
ties were perceiving and accepting the necessity of the financial
administration reform for long.

Factor 2: Reorganisation. The second step of the first stage
of the financial administration reform UNITAS is the financial
administration’s reorganisation. Within the financial administra-
tion’s reorganisation the number of tax authorities reduced is
significant, because the branches and contact points that
remained in the original seats fulfil only some of the duties. The
reorganisation significantly affected mainly the tax control staff
because for many of them the place of work performance
changed due to the reorganisation. From 1 January 2012, in the
Slovak Republic there are eight tax authorities in the seats of
individual regions with the branches or contact points in other
cities. On the other hand, the reformed branches and contact
points ensure a major part of the administrative work related to
the tax administration in the seats of the original points, which
improved the service availability for businesses.

Factor 3: Unified collection (of taxes, customs duties and
levies). Almost 25 years of experience in collecting taxes, cus-
toms duties and levies in the Slovak Republic have unified the
professional public regarding the necessity to make major sys-
tem changes represented by the UNITAS reforms programme.
One of the objectives is also unifying the collection of taxes,
customs duties and insurance levies. Both groups of respon-
dents see the positive aspects of such selection, which is also

Fig. 1: Identification of factors of perception of the tax reform
by Principal Component method with Varimax rotation
Source: Own processing (2014) based on data received
from the survey realised by the Authors
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proved by the positive evaluation of indicators and reflected in
the positive result of the given factor. The result is caused by the
fact that if this method of collection is implemented, the com-
munication of representatives of business entities with the state
administration will be simpler, which is seen by businesses as a
support for business and removal of institutional barriers.

Factor 4: Equal tax. In 2003, a big tax reform took place in
the Slovak Republic, within the framework of which an equal tax
was implemented. The system of equal tax significantly influen-
ced the business environment. In 2013, this tax was cancelled
by an amendment to the Act on income tax. The tax reform
which also resulted in the implementation of the so-called equal
tax also brought the cancellation of many exceptions from tax
laws, which simplified the tax administration, control and collec-
tion. We consider that slightly negative evaluation by the
respondents from the group of business entities is mainly linked
to the accompanying feature of the equal tax, which as we
believe is mainly a significant increase in the value added tax.
After several years after the equal tax implementation it is clear
that the VAT increase has brought many economic problems in
certain branches of economy (e.g. tourism, where the VAT
increase contributed to the loss of competitiveness compared to
the neighbouring countries).

Factor 5: Digitalisation. With the effort to improve the tax
collection effectiveness, to simplify the communication between
representatives of business entities and the tax administration
and to lower the administrative burdens related to the tax col-
lection, digitalisation processes are necessary at present.
Digitalisation contributes to more effective taxes administration
at the side of both the Government and business entities. The
implementation was not managed duly in technical and organi-
sational terms, which was reflected in less positive evaluation
among the employees of financial administration.

Factor 6: Tax legislation. The tax legislation in the Slovak
Republic is not sufficiently stable yet, as many tax laws are
amended every year. Both groups of respondents see the tax
legislation as an important and essential part of the tax system,
whereas its quality and instability adversely influence the whole
tax system. The result is the proof that the Slovak tax legislation
is subject to frequent changes causing problems both to the tax
administration and majority of business entities, which results in
insufficient tax collection.

When analysing the evaluation of individual factors of the
tax system perception we found the lowest value i.e. maximum
negative evaluation with the evaluation of the factor «reorgani-
sation» and the maximum value i.e. maximum positive evalua-
tion with the evaluation of the factors «unified collection» and
«tax legislation». In total, negatively assessed factors were the
«financial administration reform» and «reorganisation»; neutral-
ly assessed factors were «equal tax» and «digitalisation»; posi-
tively assessed factors by respondents were «unified collec-
tion» and «tax legislation». Statistical analysis of the results with
the use of non-parametric Friedman test for dependent selec-
tions confirmed statistically significant differences in the evalua-
tion of individual factors of tax system perception (Figure 2).

Fig. 2: Evaluation of individual extracted factors of tax system perception

Source: Own processing (2014) based on data received
from the survey realised by the Authors
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The proposed structure of six factors of the tax system per-
ception and its basic validation parameters confirm the meanin-
gfulness of the proposed way of development, preparation and
implementation of multidimensional methodology for the factors
identification.

Conclusion

Taking into consideration professional discussion and prac-
tical experience relevant to the new structure of Financial
Administration it is necessary to realise that management in
charge should prepare professional standpoint on critical com-
ments including the solution of emerging issues. We see edu-
cation about the need and importance of the tax reform to be of
key importance because current provision of public values, low
tax collection, lack of collection transparency and demographic
situation do not give sufficient presumptions for permanent sus-
tainability of a certain level of welfare in the Slovak Republic.
Strong politization of the issue of reform processes in financial
administration and taxes structure presents permanent disag-
reements (starting with the equal tax and ending with the col-
lection method). In the end, the experience from similarly tar-
geted reform processes in the V4 countries, Europe and the
rest of the world point to proper understanding of the trends set
by the Slovak Republic.

As we have already stated, the effectiveness of tax system
is conditioned by several causes. Some scientific disciplines
may contribute to its improvement. It may also be improved by
various activities. The feedback from players affected by the tax
system is one of the possibilities to obtain priceless information
that can be used to improve the tax system effectiveness.
Feedback about the tax system reform in the Slovak Republic
from entities to which the reform relates directly has a special
benefit. The results achieved have provided the professional
discussion about the tax system reform continuation with se-
veral suggestions that we consider appropriate in the subse-
quent reform processes.

We see the negative evaluation of the factor or tax offices
reorganisation by both groups of respondents (whereas the
respondents from the financial administration evaluate this reor-
ganisation more negatively than the respondents from business
entities) to be an important signal of the disagreement of both
groups with the reorganisation processes performed in this way.
We see the negative evaluation of the factor of the financial
administration reform by the respondents from the financial
administration as a serious risk of endangering the successful
completion of the reform. The positive evaluation of the factor of
financial administration digitalisation by both groups of respon-
dents in spite of major problems in the application as well as the
positive evaluation of the factor of unified collection may be
evaluated as a major signal for the tax system reform manage-
ment to continue reforms in the Slovak Republic.
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