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Abstract

The presented paper deals with tax systems among the states of Visegrad group. Taxes are the most
important and at the same time the largest item of state budget revenue. Each state must address how to
adjust its tax system to meet the needs of its citizens. Some countries are more in favour of a social
arrangement, where the state provides a large number of services for its inhabitants and provides them
with various forms of support. Other countries tend to be more liberal and thus provide only the minimum
necessary public services. The aim of the paper is to analyse, synthesize knowledge and then compare tax
systems in selected countries of Visegrad group, including the formulation of proposals streamlining tax
systems. The paper is composed of four chapters. The first chapter contains an introduction to the topic
and also basic literature review made for this purpose. The content of the second chapter deals with
research methods used within the framework of presented paper. For this purpose, we used some
simplifications and oriented mainly on the analysis of individual tax payers. Third part is mainly oriented
on discussion, analysis and potential impact of these individual taxes on tax payers in these countries. It
also contains specific examples of tax calculations to compare its impact between them. The last part
contains results of beforementioned comparison as well as some recommendations for analysed tax

systems. It also highlights legal limitations resulting from their participation in European union.
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1. Introduction

Tax policy and taxes are given different and special attention in each state, as they form an
essential part of the organization of society. Tax theory tries to characterize individual types of taxes and
also to determine their impact on the state economy and business entities (Bielikova & Stofkova, 2010).

Taxes are an area that we can call an intersection between the public and private sectors. On one
side, they relate directly to public finances, as they are the most important revenue of public budgets.
However, on the other side, they also influence households and businesses to a large extent, because it is
these entities that bear the tax burden and are also their payers (Ionescu, 2020b).

There are several approaches to defining the term tax. We most often encounter the fact that the
tax is defined as "mandatory, non-refundable, non-purpose, non-equivalent and statutory payment from
tax subjects to the public budget" (Hunady & Istok, 2020, p. 25). At the same time, the tax is repeated
regularly and usually at certain intervals, but it can also be irregular, paying only under certain conditions
and circumstances. In this case, non-purpose means that it is not determined in advance which public
expenditure (or, in particular, which public good) will ultimately be financed from a specific type of tax
revenue. The tax revenue that has been collected can then be used, for example, to finance education,
health care or defense, as well as the salaries of tax administration employees. By non-equivalence we
mean that the ratio between the benefit that a person has from consumed public goods and the sum of tax
that a particular person pays may not be maintained (Raisova et al., 2020).

As taxes are a type of public revenue, we believe that in order to better understand the definition of
tax, it is necessary to briefly explain their nature and then characterize their individual components.
Public revenues are understood by most authors as revenues of public budgets for financing public
expenditures, through which the implementation of public sector activities is ensured. Public revenues are
obtained by the public sector from various entities, from state-owned enterprises, from the population,
from budgetary and contributory organizations, or even from abroad (Vagner, 2021). At the same time,
public revenues are a decisive source of coverage for public expenditures. The lack of other public
revenues and taxes in comparison with public expenditure will be reflected in the deficit or deficit of the
public budget in the budget period (Ionescu, 2020a).

One of the basic divisions of taxes is the classification of taxes according to the link to income,
respectively according to the impact of the tax. According to the above criterion, we can divide taxes into
direct and indirect taxes. Direct taxes “are those where the taxpayer is also the bearer of the tax burden.
Thus, direct taxes are paid directly by the taxpayer at the expense of his pension and cannot be paid
transfer to another entity” (Kliestik et al., 2020, p. 82).

This is clear and a clear definition of the person liable to pay the tax. As an example of direct
taxes, we can mention for example income taxes or property taxes. Indirect taxes "are those taxes for
which the definition of the taxpayer is indirect, because it is not determined and possible to appoint a
taxpayer in law” (Lenartova, 2009, p. 32).

In the mechanism of taxation, i.e. in the collection and regulation of indirect taxes, they are the
bearer of the material burden and the taxpayer two different persons. In the given process, the taxpayer
acts as an anonymous consumer who, however, pays the tax already in the price of the purchased goods

or services, whereas the tax is already part of the consumer price and, on the other hand, it is the taxpayer
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who is designated by law as a tax collector, and may be represented by a natural person or a tax collector
a legal entity, which, however, must pay the tax to the state budget (Kiselakova et al., 2020) Among
indirect taxes we include selective excise and universal excise taxes. Universal taxes are imposed on
global consumption, i.e. on all goods and services, as opposed to selective ones taxes, where only selected
goods and services (Svabova et al., 2020). An example of a selective tax is excise duties and universal is

VAT, i.e. value added tax. Figure 01 shows the classification taxes in the tax system of the Slovak
Republic, which is valid for 2020.

Tax system

‘ Direct taxes | Indirect taxes
Property taxes Value added tax ‘ Excise duties Insurance tax

| ———

‘ The individual

income tax Corporate tax

‘ Property tax ‘ Vehicle tax ‘

Source: Own processing according to valid tax legislation
Figure 1. Taxes classification

2. Research Methods

Practical use of tax instruments to influence social and economic processes in society can be
termed tax policy. The subject of tax policy is the application of principles and principles in the
functioning and creation individual tax systems, comparison of individual tax systems on national level
and their interactions. Really applied tax policy instruments to a large extent depend on the overall setting
of the state's economic policy as well we consider it important to state that tax policy should apply tax
principles (Jacobs, 2018).

In addition to tax principles, tax policy should also respect the principle of taxation load capacity.
This principle speaks precisely that the country's tax policy should be set up in such a way as to ensure
sufficient public income at all times budgets, to cover public expenditure as well as the tax burden
taxpayers adequately with regard to their current solvency (Khuong et al., 2020).

Tax burden it also depends to a large extent on the scope of functions and the size of the public
sector in the economy. From a macroeconomic point of view, we can monitor the country's tax burden
through various indicators. Among the most frequently used indicators are tax quotas. The aggregate
indicator of the tax burden is tax quota I., which can be expressed as the share of all tax revenues of a
given country for the observed period to gross domestic product, i.e. the GDP of the country in the same
period (Williams, 2014). Tax quota II. monitors and evaluates the tax burden more comprehensively, but
to the denominator it shall also add the social security contributions paid. The given indicator is most
often used for international comparison of the total tax burden in the country. Among the countries with
the highest tax burden, which we rank among the most economically advanced, we can include Denmark,
France, Norway, Sweden, Belgium and among the countries with a low tax burden we can rank the

countries Ireland, Switzerland, USA, Singapore or North Korea. We can attribute the given cultures in
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particular countries with cultural differences and different citizen's priorities (Fialova & Folvarcna, 2020).
If we assessed the tax burden on a global scale, with a few exceptions they have very low tax quota just

developing countries.

3. Results and Discussion

In this part of paper, we deal with the analysis of tax systems in the Slovak republic, Czech
Republic, Hungary and Poland, i.e. the Visegrad Four countries. We focused on the major part on
individual income tax. The Visegrad Four (abbreviation V4) represent in a certain way informal group of
countries. These are the countries of the European Union, forming an informal structure, as the countries
have a common geographical position, a common history and recognize the same culture and values.
Even today, the cooperation of Visegrad four is further developed, in particular through the coordination
of foreign policy positions, sectoral policies and the promotion of societal interests in the European Union
as well as in relation to third party countries (Burak & Nemec, 2018). The activities carried out by the
Visegrad Four are mainly focused on consolidating stability in the Central European region. The main
goal of the grouping The Visegrad Four is to cooperate with all countries, as well as to encourage optimal
cooperation with its neighbours and neighbouring countries. In the following subchapters we will present
the tax systems of individual countries, the values given represent the current values for 2021 for each

country.

Table 1. Data of the Visegrad countries

Data Slovakia Czech Republic Poland Hungary

Taxpayer with limited
tax obligation
The object of the tax and the taxpayer with Identical Identical Identical
unlimited tax
obligation
Individual or
corporation whose
Taxpayer income from the Identical Identical Identical
given activity are the
subject taxation
Income from
taxpayer's activities
taxpayer and from his
property and loading

with him

The subject of the tax Identical Identical Identical

Taxable income

Difference between
taxable income and
expenditure according
to provisions by law

Tax base

19% from the tax
base, which is lower
or equal to €
37,981.94 annually,
25% from the part
higher than €
37,981.94 annually

Tax rate

The sum by which
revenue of taxpayer
in tax period exceed

expenses

15% from the tax
base, which is lower
or equal to 141
764CZK annually,
23%from part of the
base taxes which
exceeds 141 764CZK
annually

Difference between
income and expenses

17% from the tax
base, which is lower
or equal to 85
528PLN annually,
32% from the tax
base which exceeds
85 528PLN annually

modified about
items which may be
added or deducted
from it

15% from the tax
base regardless of
the sum

177


http://dx.doi.org/

https://doi.org/10.15405/epsbs.2021.12.04.18

Corresponding Author: Boris Kollar

Selection and peer-review under responsibility of the Organizing Committee of the conference
elSSN: 2357-1330

. nourished baby 15 1. and 2. nourished |+ "urished baby

66 670HUF
204CZK annually, 2.  baby 1,112.04PLN annually. 2
€ 278.64 per one nourished baby 19 annually, 3. nourished nourished b}all’b ) 133
Tax bonus nourished child per ~ 404CZK annually, 3.  baby 2,000.04PLN Y
330HUF annually,
year and each other annually, 4. and each
. . 3. and each other
nourished baby 24  other nourished baby nourished baby 220
204 CZK 1ly. 2700PLN 11
anfualy MUY 000HUF annually.
Taxation period is Taxation period is . L Taxation period is
Taxation period is
. . one calendar year and one calendar year and one calendar year
Taxation period and . . one calendar year and .
. the deadline for tax the deadline for tax . and the deadline for
deadline for tax .. .. the deadline for tax ..
confessions concession is March  concession is March concession is April 30 tax concession is
31 of the following 31 of the following . P May 20 of the
of the following year .
year year following year

Source: own processing

The above-mentioned countries have the same definition within the basic terms, namely the
subject of tax, tax subject, taxpayer, tax base and tax period, but the filing of tax returns is the same in
Slovakia and the Czech Republic, namely March 31 of the year following the end of the tax period,
Poland has a deadline of 30 April and Hungary a deadline of 20 May of the year following the end of the
tax period. However, tax rates and the tax bonus vary considerably from country to country. The tax
bonus is different in countries only from the point of view that each country has a different sum according
to the number of children in the family. The Slovak Republic does not distinguish how many children are
in one family, but the sum is set at € 278.64 per year per dependent child. In the Czech Republic and
Hungary, this system is the same, so the sum is given for the first, second child and three or more
children, the sum for each group of children being different, see table 01. In Poland, the first and second
dependent children are set at the same level sums and for three, four or more children the sum is
determined separately, see table 01.

The tax rates in each of these countries are relatively different. In the Slovak Republic, the tax rate
is 19% of the part of the tax base that is less than or equal to the sum of € 37,981.94 per year or 25% of
the part of the tax base that exceeds the sum of € 37,981.94 per year. In 2021, the Czech Republic
underwent significant changes in terms of tax levies and the wage calculation itself. The super-gross wage
was abolished and a tax rate of 15% was set on the part of the tax base that is less than or equal to CZK
141,764 per year, 23% on the part of the tax base that exceeds CZK 141,764 per year, bringing the system
closer to the system in countries Of the Slovak Republic and Poland. In Poland, the tax rate is 17% of the
part of the tax base which is less than or equal to the amount of PLN 85 528 per year, 32% of the part of
the tax base which exceeds the amount of PLN 85 528 per year. In Hungary, the tax rate is set at 15%.

The lowest tax, with a set gross salary of € 19,500, is paid by an employee in the Slovak Republic,
namely € 2,351.35. The tax rate in the Slovak Republic is 19%. The amount of tax that an employee pay
is lower in the Slovak Republic than in Hungary, where it is specifically € 2,383.87, although the lower
tax rate is in Hungary and represents only 15%. This is mainly due to the fact that Hungary does not apply
any discounts to the taxpayer, while the Slovak Republic does, and that is why the resulting tax is lower
in the Slovak Republic. The Czech Republic underwent significant changes in 2021, abolishing the super-
gross wage and introducing a division into tax rates conditioned by the sum, similar to the Slovak

Republic. In the Czech Republic, the tax liability of an employee with a gross salary is € 19,500, € 87.99
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higher than in the Slovak Republic at a tax rate of 23%, as the sum exceeded the set amount of CZK
141,764 for the application of 15% tax. In Poland, the tax paid by an employee is the highest among the
countries mentioned, summing up to PLN 4,080.64. This is mainly due to the fact that the highest tax rate
in Poland is 32%, after exceeding the set sum of 85 528PLN. The highest net salary is in the Slovak
Republic, namely € 14,535.65. In the Czech Republic, the employee's net salary represents € 13,614.67,
which is € 920.98 less than in the Slovak Republic. In Poland, the net wage is the lowest, at € 12,745.91,

which was caused by the highest tax rate among all the mentioned countries. In Hungary, the net wage is

€ 13,508.62, which is € 106.05 less than in the Czech Republic.
4. Conclusion

Based on a tax system’s comparison of the Visegrad Four members, performed in the previous part
of paper, focused on personal income tax we found out that individual tax systems of analysed countries,
have positive but also negative aspects. The choice of tax liability of the employee generally has in
selected countries of Visegrad Four is mainly affected by the sum of gross wages themselves (Burak &
Nemec, 2016). Set tax rates and the application or non-application of various taxpayer reliefs had minor
impacts. In the case of self-employed person, the sum of net income and tax liability is primarily affected
by the rate taxes, the type and sum of expenses claimed and the sum of the rebate of the taxpayer.

In the end, it is possible to state that despite many differences between these countries, the
personal individual income tax in the Visegrad Four countries doesn’t differ too much. This is because of
common history, region and above all participation in European which has significant legal impact on the

tax systems of its members.
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