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FIGURE 1. Pace of convergence for CEE countries
covered by the research
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T

he study analyses income tax solutions functioning in the CEE countries for almost 30 years. During this long period the factors that clearly left their
stamps on the tax systems of Central and Eastern
Europe countries included: various paths of transformation, reforms of public finance systems, EU membership and
the necessity to harmonize taxes, the financial crisis, international capital mobility, international tax competition, pressure
of fiscal and short-term needs of state budgets. All the surveyed
countries carried out tax reforms in order to adjust their tax legislation to their current stage of social and economic development. The current system of direct taxation in the CEE countries is basically a range of diversified national tax systems. It is
worth to pay attention to:
1) different basic taxation rules: taxation of profit (income)
versus taxation of profits paid to owners (Estonian system, Latvian system);
2) diversified relations between balance sheet law and tax
law (relation between tax income and balance sheet profit, permanent differences, temporary differences);
3) adoption of different rules concerning the revenue/tax
expenses generation point: accrual basis versus cash basis accounting;
4) adoption of diversified rules of calculation of tax base (e.g.
definition of tax-deductible expenses, scope of exclusions,
transfer pricing adjustments, deductions).
Due to the above-mentioned reasons, bare comparison of
tax systems in the form of juxtaposition of selected structural
elements of tax, such as tax rates, lists of revenues or tax expenses, cannot produce reliable conclusions. Whether the direct taxation system had been subject to a convergence process was established in a comprehensive manner, based on, among others,
data clustering algorithms, time series similarity measures using hidden Markov models, and most of all expert analysis of

data available for each country covered by the study. A key part
of statistical analyses was based on the relation of tax revenue
from some types of tax to GDP, or total tax revenue.
Convergence research indicates that in times of crisis countries become similar to each other in respect of direct taxes as
a percentage of GDP or corporate income tax as a percentage
of GDP or as a percentage of total tax revenue. The only exception are personal income taxes, which differentiate the analysed
countries compared to the reference country (Latvia), thereby
generating processes of group divergence.
Despite numerous differences in taxation policies of CEE
countries, reflected by our original method of classification of
countries, a range of regularities can be observed. First of all, taxation systems in place are far from theoretically effective models.
Major pillars of the taxation systems of the analysed countries
are, apart from turnover tax, corporate income tax and personal
income tax. However, they do not prevail in the tax revenue structures of the CEE countries. A positive feature was the fact that
most of these countries reduced tax burden of income tax. The
process of tax burden reduction should however be perceived in
the context of not only stimulation of global tax competition, but
also exploration of taxation rate adjusted to long-term economic growth. We should also mention some tax incentives that could
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Taxation systems in place in CEE are far from theoretically effective models. The current direct tax system in CEE
countries comprises in fact diversified national tax systems. / Income taxes encumbering enterprises do not prevail in the tax revenue structure of CEE countries. / Fiscal
instruments encouraging enterprises to undertake innovative activities, purchase or develop new technologies have
been to a various extent applied by CEE countries. / Convergence research indicates that in times of crises income
tax systems in CEE countries were usually becoming similar to each other.
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support R&D activities. For the innovation imperative as a condition of economic growth is so obvious that it is perceived almost
as a tenet of contemporary economics.
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TAXES AND COVID-19 (I)
CEE countries introduced some changes in their income taxation
systems due to the coronavirus pandemic. Let us list solutions
applied in Poland that affect the volume of tax base. A possibility of
back-settlement of a tax loss was introduced. Under some conditions
entrepreneurs will be able to deduct tax loss incurred in 2020 from
their revenue earned in 2019. They can also use tax allowance for
donations granted for counteracting COVID-19, deduct from their
income R&D expenses aimed at developing products necessary to
control the coronavirus epidemic. Enterprises manufacturing goods
connected with combating COVID-19 can include one-off depreciation expense in tax expenses. Other solutions include: a possibility
to resign from simplified advance tax payments in 2020 for small
taxpayers, resignation from charging extension fee, resignation from
penalties for delay in filing PIT declaration for 2019.

Trends in the fiscal policy in the countries
of Central and Eastern Europe: tax obligations
of entrepreneurs
Fiscal policy in Poland in the analysed period was mostly
oriented towards maximisation of the fiscal effect, practically disregarding the expenses incurred by enterprises, including small and mid-sized ones. / Analysis of judgements
of the Polish Supreme Administrative Court indicates that
the time between the moment of an economic event determining the size of VAT and the issuance of a final decision
appealed in a court is usually about 5 years. / Many changes that were to be introduced in connection with the COVID-19 pandemic were delayed (such as changes concerning the new SAF-T, new rules of tax deducted at source, new
matrix of VAT rates or deferral of tax on retail sales). Thus,
the legislator in a way admitted that there will probably be
problems with implementation of new instruments.

A

nalyses of instruments for tightening the tax system
introduced after 2016 allow to assess their effectiveness, understood as a relation of the fiscal effect to
costs generated by the economy as a whole. The collected data make it possible to draw a couple of conclusions about fiscal policy of the examined countries of Central
and Eastern Europe. As a part of the integration association of
which these countries are members, measures are undertaken to
maintain at least formal compliance with the EU law. In a more
long-term perspective legislation measures are determined by

the social and economic situation and legislative system of each
country. Against this background differences among individual
countries are best visible. The differences include:
1) very strong resistance to discretion of the fiscal administration’s
actions (typical for Polish tax legislation), which is not visible
to such an extent in other similar countries; this situation can
be perceived positively as a broader legal scope of effective administrative authority in Hungary and Slovakia, which is connected with greater confidence in the fiscal administration;
2) the legislator’s focus on Poland’s internal economy compared to much greater openness to new taxpayers in other
examined countries (mostly the case of the Czech and Slovak taxation systems), which minimises the burden of legal
institutions, even at the cost of state revenues.
In Poland individual taxes are treated unequally when it
comes to complexity and coherence of regulatory policy. While
some tendency to secure coherence of fiscal policy can be identified in indirect taxes, which are the main source of state budget
funds, income taxes are characterised by a lack of coherence in
fiscal policy and greater acceptance for legislative initiatives from
outside the Council of Ministers, disregarding detailed economic
analyses and undertaking ad hoc regulatory measures.
Summing up the detailed survey, it should be highlighted that the data seem to confirm the thesis that fiscal policy in
the analysed period was most of all oriented towards maximisation of the fiscal effect, practically disregarding the expenses incurred by enterprises, including small and mid-sized ones.
An example may be the way the SAF-T currently in force was

