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Abstract 

In this paper we have presented the current results of the on-going research on managers’ and 

tax advisors’ opinions about rationality of the tax systems in Poland and Croatia. We have used 

the on-line survey and analyzed its responses to investigate taxpayers’ suggestions about con-

crete measures and instruments that might improve these two tax systems. Majority of respond-

ents consider that The stability of the regulations (not altering the legislation at least 4-5 years) 

and The regulation of the (quick and unambiguous) interpretation of tax provisions should be 

first fully applied as to form the basics of  rational tax systems. The results have shown equally 

high average importance of all three aspects of the actions of the tax administrations that might 

improve the rationality of the tax systems: Legislation, Communication with the taxpayers and 

Organization of the operations of the tax administrations. Managers and tax advisors in Poland 

and Croatia show strong inclination for the Simple and understandable interpretation of tax 

regulations written by the tax administration. These interpretations should be Transparent and 

useful for all companies that do not target tax evasion and for all transactions that make busi-

ness as usual. Restrictive approach caused by the minority of the taxpayers who wants and try 

to avoid taxes is not acceptable as a rule of behaviour. 

 

                                                 

1
 At the time of finalization of this article, data collection on opinions of managers and licenced tax ad-

visors is ongoing in both countries hence this paper presents current results report as of 30
th
 March 

2016. 
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1 Introduction  

Tax administration in the modern state has dual and contradictory responsibility within fiscal 

system: to enact instruments that will attract foreign investments and to introduce measures to 

identify tax risks and combat unwanted tax arrangements of taxpayers. Tax environment in 

developing countries is not reliable due to the frequent changes of legislation and organization 

of tax administration. These changes cause uncertainty for players at both sides of the tax sys-

tems: employees of the tax administration and taxpayers, creating the vicious circle of tax scru-

tiny and tax avoidance (Bogovac, 2015a). Our goal is to examine what is the opinion of the 

business taxpayers and tax advisors on characteristics of the rational tax system that can be 

reliable and trustworthy. 

In our previous works we explore similarities and differences between tax systems of Poland 

and Croatia (Marczak and Bogovac, 2015) and theoretical views on rationality of tax system 

(Marczak & Bogovac, 2016). This paper is a kind of continuation and completion on theory 

and practice of the rationalization of these two tax systems. 

A number of theories and opinions are proposed to explain what “rationalization of tax system” 

is, but these opinions are hard to test in theoretical sphere. Often used in daily life, these words 

cannot be easily proved due to the difference in meanings for their speakers. Nevertheless, 

some notions are universally used to describe rationality: reasonable, purposeful, well-thought-

out, based on reason, well grounded.  Rational tax system, on the other hand, is one that is 

good, ideal, optimal or fair. Within international context, rational tax system must be harmo-

nized, competitive, optimal and “friendly” for multinationals. The perceived rationality of a tax 

system depends on the industry, size, the degree of internationalization and exposure to tax 

risks. Researches on the tax risks that hamper international investments mainly emphasize fre-

quent changes in legislation, unequal and arbitrary actions of the tax authorities. These risks are 

more highlighted in transition countries due to the different historical and economic develop-

ment which cause more tax uncertainty and more obstacles to the inflow of foreign capital. In 

search for the consensus between social groups (Bird, 2013) it is important for the development 

of successful tax reform in transition countries to establish mutual understanding of the taxation 

and the fiscal principles. We hope that our research offers some insights as to the character and 

extent of the fiscal instruments involved.  

Therefore, it is important to explore what management’s perceptions and drivers for behaviour 

that arises from rational choices are: transparency and simplification of tax system that can 
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support decision-making process, usable tax incentives, helpful tax administration and quality 

and quantity of its services. 

Our work in important ways differs from previous researches since it moves forward for con-

crete suggestions received from the corporate income taxpayers and tax advisors to improve 

rationality of the tax systems. We find direct evidence on specific fiscal measures and instru-

ments that taxpayers in Poland and Croatia consider as the most important in development of a 

simple, transparent and safe tax environment. 

1.1 Hypothesis 1 (H1) 

According to our previous analysis (Bogovac, 2015a; Marczak and Bogovac, 2015; Marczak 

and Bogovac, 2016) and other authors works (e.g. Freedman, Loomer and Vella, 2009; 

Deloitte, 2015; Bird 2015), we drew conclusion that Polish and Croatian taxpayers would have 

similar perception on principles of taxation that should be implemented in a rational tax sys-

tems, due to similarities between these two countries. Since the legal tax certainty and im-

portance of the tax risks present the fundamental issues for the taxpayers in multinational com-

panies in the region (Bogovac, 2014), we created a hypothesis that tax system that is: (i) simple 

and transparent, (ii) stable and predictable, and (iii) encouraging for entrepreneurship, shall 

be considered as rational. Other characteristics based on principles of taxation: (iv) just, (v) 

effective, (vi) with moderate tax burden and (vii) harmonized and competitive in the global 

environment, are not at the top of importance for the taxpayers in Polish and Croatia. This was 

the first question regarding tax system in the questionnaire and also the basic one for our fur-

ther hypothesis and analysis. We directly asked managers and tax advisers to choose three fea-

tures out of these seven. 

H1: Managers in companies and tax advisers in Poland and Croatia consider transparency, 

simplicity and legal safety as the most important principles of rational tax system.  

1.2 Hypothesis 2 (H2) 

Having in mind the inevitability of a certain degree of complexity remaining in tax systems 

(Bird, 2015) even when the drive for a tax reforms was simplicity, it is not surprise that “often 

consequences of simplifications are complifications” of tax systems caused by the intensely 

political nature of taxation, complexity of the legislation that underlie taxation, flawed underly-

ing policies, consultations, weakly equipped tax administration, tax exemptions and reliefs 
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(Freedman in: Marczak and Bogovac, 2016). This complication leads to uncertainty, which is 

inherent in developing countries and cannot be easily overcome (Vazquez-Caro and Bird, 

2011). Our goal was to find out the opinion of the managers and tax advisors in Poland and 

Croatia about tax factors that make their business life complicated, in contrast to the principle 

of simplicity and transparency stressed out in the H1. 

H2: There is a consensus between Croatian and Polish managers and tax advisers on the main 

cause of complicity of the tax systems being the absence of the strategy of the fiscal policy in 

these countries. 

1.3 Hypothesis 3 (H3) 

In aim to perceive the judgements of the respondents on the trend in the development of the tax 

systems in Poland and Croatia we ask how they evaluate whether the tax systems in the last 10 

years became more or less irrational.2  Our investigation for the proposals of the basic features 

to be regulated firstly in the system in order to accomplish more rational taxation continues 

with the question offering nine answers, two of which can be chosen by the respondents. 

H3: As the main stakeholders of the tax systems, both managers and tax advisors think that 

contemporary tax systems of Poland and Croatia became irrational in the last ten years. They 

also consider that the fundamentals for the development of a new, rational tax system in these 

countries would be “The stability of the regulations (not altering the legislation at least 4-5 

years)” together with the regulation of “The administrative requirements from the taxpayers”. 

 

1.4 Hypothesis 4 (H4) 

Complexity of tax systems that causes more obstacles in transition countries is consequence of 

The complexity of regulations (H2) and scrutiny of tax administration (Bogovac, 2015a) em-

phasizing  the importance of treatment of taxpayers “not as potential evaders but as clients” 

(Bird, 2015). In accordance with the most important characteristics of the rational tax system, 

that needs to be (i) simple and transparent, (ii) stable and predictable, and (iii) encouraging for 

entrepreneurship (H1) corporate taxpayers and tax advisers think that tax legislation needs to 

                                                 

2
 Options were: Completely irrational, More irrational, I do not see a change, More rational and Com-

pletely rational. 
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reflect positive attitude from the tax administrations enabling entrepreneurs to focus on busi-

ness issues, markets and growth. 

H4: Within the context of the transparency, simplicity, and safety of the tax system (H1), man-

agers and tax advisers consider that taxpayers should not be troubled by or under the pressure 

of the tax system regulations in their daily work. Therefore interpretations of tax provisions in 

a rational tax system should be simple for all transactions of a usual business. 

 

1.5 Hypothesis 5 (H5) 

Tax administrations in Poland and Croatia, as the most important subjects in tax systems of 

these transition countries, needs to be changed in aim to reach more rational tax systems. The 

question is what the change should be and how it is perceived by taxpayers. Even though the 

idea of cooperative tax administrations, that are partners with taxpayers (H4), might be consid-

ered as a generally accepted ideal, it is not completely true. OECD Base Erosion and Profit 

Shifting Action Plan (OECD, 2013), together with the recent EU investigations on transfer 

pricing arrangements on corporate taxation of some multinational corporations, EU Anti 

Avoidance Tax Package (EU Commission, 2016), and UK Parliament investigations (UK 

Parliament, 2012) has shown a great international emphasis.  It is aimed to combat unfair tax 

positions of some (big) corporations, and lenient approach of tax administrations. The impact 

of the current international efforts to re-arrange the global tax system might be of great 

importance for the Polish and Croatian tax administration, having in mind theirs current 

position. (Bogovac, 2015b). Therefore, we predicted some issues that majority of managers and 

tax advisors would chose as necessary changes in the field of legislation, communication and 

organisation.  

H5: Managers and tax advisors regard following changes in activities, behavior and organiza-

tion of the tax administrations as crucial for improvement of rationality of the tax systems: 

a) Quick and straightforward interpretations of the tax regulations with regards to the leg-

islation; 

b) Within the scope of the communication with the taxpayers: decrease of irrelevant infor-

mation and documents required from the taxpayers, and 

c) Considering the organization of the tax administrations: measuring efficiency of tax 

administration officials. 
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The paper is organized as follows. The second section details the instrument, methodology and 

sample of the research. The results of the analysis of the survey regarding testing the hypothesis 

are discussed in the third section. The fourth section offers some concluding remarks. 

2. Survey design and analysis 

We have developed a draft survey based on a review of the existing literature, our previous 

work on the subject and elaborated hypothesis. The draft version of the survey consist of open-

ing  questions featuring the manager and the company, 25 main questions on the tax system and 

additional 18 questions on the tax system. The reason for dividing the questions in two parts 

was to minimize biases induced by the questionnaire and to increase the response rate so that 

the first part of the questionnaire cannot be lost in case the managers need (or want) to finalize 

the survey. The managers to answer the additional questions would be those willing to put 

some additional effort, while the first section would be fulfilled and saved anyway. Finally, we 

have taken into account only the answers given completely. 

We have pretested our survey on several managers from companies different in size, industry 

and profitability. Since the goal of the research was to get the managers’ opinions from differ-

ent companies (micro to big corporations), we were looking for the feedbacks from managers 

and tax advisors with different backgrounds in tenure and partly or totally unlike knowledge 

about taxation. After receiving their comments and recommendations, we decided to modify 

structures of several questions, change place of several questions from the additional to the 

primary section and vice versa, and to delete some of the questions, in accordance with the goal 

of having maximum 12 questions in the main, and 8 questions in the appendix questionnaire. 

Since we expected diversity of the managers involved, we decide to use simple wording to 

make questions appealing and smooth for all. Therefore, we sent the drafts to language editors, 

as well as to a psychologist and marketing specialist for their opinion. In order to offer manag-

ers the questionnaire that is easy for filling, we prepared LimeSurvey on-line questionnaire with 

the answers easy-to-chose. At the same time, we wanted to get as much comments as managers 

would be willing to give, so we offered them an additionally possibility to comment in each 

question. Finally, we used two different versions of the survey: the one in Croatian and the one 

in Polish language. 

Via e-mails we sent the survey link to managers and licensed tax advisors in Poland and Croa-

tia, to assembles of licensed tax advisors, business and entrepreneurs clubs, industrial-
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commercial chambers and colleagues from business. At the time of finalization of this paper, 

only 85 managers and tax advisors, 55 in Croatia and 30 in Poland have completed the main 

section of the survey. We suppose the number of responses is small because of the fact that e-

mails were send before the holidays. Therefore, we decided to resend reminders and include 

more chambers and associations this time, making the on-line questionnaire accessible for few 

additional weeks, too. The respondents are very well distributed following their positions and 

sectors of activities.
3
 More than 80 percent of them had gained experience in the tax audit while 

52 percent had the international business experience. 

For the analysis of the results we use descriptive statistics (mean, standard deviation median, 

percentages), Chi Square Analysis, Independent Samples T-test, Paired-samples T-test and Re-

peated Measures ANOVA.  

3. Results 

This part presents the results of the analysis of the survey only of the respondents who an-

swered to all questions from the first (main) part of the questionnaire. These 85 responds are 

analyzed in accordance with the structure of the hypothesis explained supra.  

3.1 H1 

The results have shown that Polish and Croatian corporate taxpayers and tax experts choose 

exactly those three proposed characteristics of tax systems as the most important qualities of 

the rational tax systems. Simple and Transparent, Stable and Predictable and Encouraging for 

Entrepreneurship were checked by 78%, 69% and 49% of respondents respectively. We find 

strong similarities between these answers at Croatian and Polish respondents, with one diversi-

ty in the third feature: Croatian respondents choose Encouraging for entrepreneurship statisti-

cally much more than Polish counterparts. 

 

                                                 

3
  With respect to positions, 48 managers are from finance, 17 from other departments, 6 managers are 

from consulting firms and 14 are licensed tax advisors. As for the industry, respondents are from the 

food and furniture industry, pharmaceuticals, textile production and trade, oil, construction and produc-

tion of construction materials, energy sector, metallurgy, education, transport and logistics, catering and 

tourism, retail, IT, accounting and business consultancy. The majority of respondents are women (47) 

while 38 men completed the survey. An average work experience of all respondents is 24.4 years with 

the 17.2 years of the tenure at the management position and 14.7 years in business. 
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Not 

checked 
Checked 

 

County 

Poland 

Count 21 9 30 

Expected 

Count 
15.2 14.8 30.0 

Croatian 

Count 22 33 55 

Expected 

Count 
27.8 27.2 55.0 

Total 

Count 43 42 85 

Expected 

Count 
43.0 42.0 85.0 

Table 1: Frequency table for Encouraging for entrepreneurship 

with expected and counted frequencies displayed. χ2 
= 6.989, 

df=1, p < .01. 

In addition to the prove of H1, it is worth mentioning what taxpayers and tax experts choose as 

the most important expectation that would contribute to the taxpayers’ trust in the system. We 

offer five tasks from the Croatian Charter of the cooperation with the taxpayers
4
 (CTA, 2015) 

and asked respondents to choose one. Answers to this question shows great variety at respond-

ents (Chart 1) between Croatian and Polish sample, as well as throughout the national samples. 

The majority of Croatian taxpayers and tax experts (45.3%) choose The expectation that the 

Tax Administration will apply the low reasonably and consistently, while Polish respondents 

choose The expectation that we shall only pay the taxes we owe in accordance with the law 

(53.3%) as the most important expectations. Other answers are distributed differently with one 

variable that is the least important: The expectation that the Tax Administration will apply legal 

measures and penalties, (1.2%). It shows that taxpayers and tax advisers are not interested in 

tax avoidance issues (even with regards to other taxpayers – avoiders who should be punished 

due to an unfair position they have) when they want to build trust between the tax administra-

tions and taxpayers. 

                                                 

4
 Concrete wording of the Charter is: „Taxpayers may expect that: thay will only pay the taxes they owe in ac-

cordance with the law; the Tax Administration will apply the low reasonably and consistently; the Tax Admin-

istration will be open to the interpretation of tax laws, rules and procedures; the decision of the Tax Administration 

will be in accordance with the law; the Tax Administration will apply legal measures and penalties.” (3.1.1. Legit-

imacy and legal certainty, within the 3.1. General principles; CTA, 2015). 
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Chart 1: Percentages of answers chosen by respondents regarding expectations that would con-

tribute to the trust in the system 

 

The answers to these two questions put together show that Croatian managers and tax advisors 

prefer stimulating tax system that would offer better business opportunities and reasonable and 

open interpretation of the legislation, while Polish respondents prefer simple, stabile and pre-

dictive legislation and approach of the Tax Administration that is strictly prescribed by the law.  

3.2 H2 

Survey responses suggest that relevant factors that cause complexity of tax systems in Poland 

and Croatia are The complexity of regulations (64 picks), The political and social nature of 

taxation (51 picks) and The lack of fiscal policy strategies (51 picks).
5
 

 

Unlike our hypothesis, the majority of respondents consider that simplification of tax systems 

(as the most important characteristic of a rational tax system; H1) is disabled by the Complexity 

of legislation and the Political and social nature of taxation, while our presumption that a cer-

tain inevitable degree of complexity in taxation can be overcome by The strategic fiscal policy 

is not approved by the managers and tax advisors in Poland and Croatia as the most important 

explanation. 

 

                                                 

5
 Other options were: Lobbying of large taxpayers and tax advisers, Tax incentives and exemptions and Inefficient 

Tax Administration. 
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3.3 H3 

We based this hypothesis on the H1 and H2, which were in most parts proven, hence surprise 

with the results of the answers to this question. Tax advisors and managers in Poland and Croa-

tia evaluate tax systems slightly more irrational (M=2.4), with the Polish respondents being 

strongly inclined to “more irrational” than Croatian counterparts (M=2.07).  

When asked to choose two of nine instruments of the tax policy that should be first fully regu-

lated so that they form the basis of the rational tax system, responds have shown a strong incli-

nation for The stability of the regulations (not altering the legislation at least 4-5 years), (53 

picks) together with The interpretation of tax regulation (32 picks).
6
 These results contribute to 

the adherence for the stability and predictability of the tax system as stated in H1. It is im-

portant to quote the third ranked option: It is necessary to reform the entire system, chosen by 

almost the ¼ of the respondents
7
, showing a deep distrust in contemporary tax systems, on av-

erage more apparent in Polish answers. These answers endorse the analysis of the previous 

question where Polish respondents have shown less enthusiasm regarding the general evalua-

tion of the tax system rationality. 

3.4 H4 

Managers and tax advisers in Poland and Croatia think that interpretation of tax regulations 

should be written Simply and understandable for all companies that do not target tax evasion 

(for all transactions that make business as usual) (95.3%) instead of Restrictive for all taxpay-

ers, because of those who try to avoid taxes and those who want it (4.7%). It corresponds with 

the answers on expectations that would make taxpayers trust the system, where only 1.2% of 

respondents chose Legal measures and penalties applied by the Tax Administration. These re-

sponds show great sensitivity of taxpayers to how the legislation and tax authorities treat them, 

emphasizing a need for a distinctive approach to the good corporate citizens. 

 

                                                 

6
 Other options were: Tax incentives, Tax rates, Administrative requirements and obligations, The cal-

culation of the tax base, The interpretation of tax regulations, The penalties for intentional tax evaders, 

The internal organization and efficiency of the Tax Administration, and It is necessary to reform the 

entire system. 

7
 In which case there was no other option to this answer awailable. 
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3.5 H5 

This hypothesis is tested with three questions that separate activities of tax administrations in 

the field of legislation, communication and organization and for each we analyzed the answers 

and came to conclusions. Managers and tax advisors were able to choose between four estima-

tion, namely: Very little improved (1), Slightly improved (2), Much improved (3) and Very 

much improved (4). Finally, we tested variability between and inside the groups of answers 

(repeated measures ANOVA) to distinguish groups by their importance.  

H5a Legislation 

Chart 2: Mean of the responds about activities of the tax administrations regarding legislation 

(H5a) 

 
 

The results have show that best rating of importance is given to the Quick and unambiougus 

interpretations of regulations, as we previewed in H5a. Second-rated activity Drafting of 

mutually harmonized tax regulations increases the importance of the first-rated choice, since it 

contributes to unambiguousity of the interpretations of regulations. 

 

 

H5b Communication 

Chart 3: Mean of the responds about activities of the tax administrations regarding communi-

cation (H5b) 

 

Respondends rated Acceptance of arguments given by taxpayers in communication (during tax 

audits, changes in regulations) as the most important. That might be the sign of frustration of 

the taxpayers and tax advisors generated in the communication where minority of arguments is 
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accepted by the tax administration. Overall rank of this group of answers is more unified in 

comparison with the previous group of answers (Legislation) and the next one (Organization). 

The second-best issue among communication of the tax administrations, important for the im-

provement of the tax systems (Less of irrelevant information and documents mandatory for 

taxpayers), shows misunderstanding of the taxpayers regarding the requirements from the tax 

administrations, which make communication environment less considerate. Since this issue is 

the second-rated but implemented in H5b, we can draw conclusion that Hypothesis 5b is par-

tially proven. 

H5c Organisation 

 

Chart 4: Mean of the responds on activities of the tax administrations regarding organization 

and functioning (H5c) 

 
 

Proactive communication of Tax Administrations officials in good faith is the most important 

issue within the group of instruments and organisational factors that can improve the tax 

systems of Poland and Croatia, in opinion of the managers and tax advisors of both countries. 

The second-best factor is Better organization and clear procedures of the tax administrations 

which combined together might be interpreted as a desire of taxpayers to be treated as partners 

(H4) while this approach needs improved organization and procedures within tax 

administrations.  

 

H5 Importance of the Groups of factors 
 

The results have shown no difference in average importance between three groups of factors of 

the tax administrations that might improve the tax systems (Legislation, Communication and 

Organisation). All three groups are equaly important and show three fields of the desirable 

improvement of the Polish and Croatian tax administrations. 
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Table 2: Measuring the importance of the different fields (Legislation, Communication and Organisation) 

of improvements of the tax administrations in Poland and Croatia. 

Variance Source 

Type III 
Sum of 
Squares df 

Average 
Sum of 
Squares F Sig. 

Fields of Improvement .006 2 .003 .017 .983 

 

 

Table 3: Measuring the importance of the different segments of legislation of the tax administration in 

Poland and Croatia. 

Variance Source 

Type III 
Sum of 
Squares df 

Average 
Sum of 
Squares F Sig. 

Legislation 46.365 3 15.455 29.475 .000 

 

 

Table 4: Measuring the importance of the different segments of communication with tax payers in Poland 

and Croatia. 

Variance Source 

Type III 
Sum of 
Squares df 

Average 
Sum of 
Squares F Sig. 

Communication 13.845 5 2.769 5.200 .000 

 

 

Table 5: Measuring the importance of the different segments of internal organisation of tax administration 

in Poland and Croatia. 

Variance Source 

Type III 
Sum of 
Squares df 

Average 
Sum of 
Squares F Sig. 

Organisation 
 

9.924 5 1.985 4.344 .001 

 

4. Conclusion 

We have analyzed several concrete measures and instruments of the fiscal policy recommended 

by the managers and tax advisors in Poland and Croatia, with the aim to improve rationality of 

the tax systems. We provide evidence about the most important characteristics of the rational 

tax systems (Simple and transparent, Stable and predictable and Encouraging for Entrepre-

neurship; H1) and relevant factors that cause complexity of these systems (The complexity of 

regulations, The political and social nature of taxation and The lack of fiscal policy strategies; 

H2). Respondents consider that the improvement of the tax systems should be based on The 

stability of the regulations and The regulation of interpretation of tax provisions (H3). Freezing 

the tax legislation for 4-5 years (H3), Regulating interpretation of tax legislation in a way that 

they are simple and understandable for all companies that do not target tax evasion (H4) 
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makes clear message to the legislators and tax administrations: entrepreneurs need stabile tax 

environment where they can plan their business activities and rely on the tax determinants 

while the majority of the investments are finalized. 

Tax administrations, as main players in the tax-playing field, should improve their actions 

equally in the domain of legislation, communication and organization. Respondents repeat the 

importance of The interpretation of the regulations (quick and unambiguous) and Proactive 

communication in good faith, with The acceptance of arguments of the taxpayers (H5) that 

shall build trust at the side of the taxpayers, due to The expectation that they will only pay the 

taxes they owe in accordance with the law (H1). 

We are looking forward to the final analysis of the completed survey, as well as to a further 

research about perception of the rational tax system in other countries, especially CEE and CIS 

and a comparative analysis with the data from Poland and Croatia. 
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