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Abstract: The purpose of the paper is to find out how digitalization makes it possible to simplify 
the fulfilment of tax obligations of taxable persons - entrepreneurs. Digital development of tax ad-
ministration means the level of digital services to tax entities. Taxpayers are perceived by the tax 
administration as clients who need to be simplified as much as possible. Introducing or increasing 
the provision of online services, pre-filled forms or electronization of invoices are current trends 
that reduce the time devoted to taxes. By monitoring the relationship between the development 
of the level of digital public services and the evolution of the number of hours needed to meet the 
tax obligations of the entrepreneur, it was found that the gradual introduction of digital projects 
reduces the administrative burden on taxable persons.
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1.	 INTRODUCTION

The tax obligations of entrepreneurs mean not only the payment of taxes, but also the fulfilment 
of obligations related to registration with the tax administrator, notification of certain information 
or changes to the tax administrator, filling in and translating tax returns and other tax documents, 
or carrying out tax control. All these processes represent an administrative burden for the entre-
preneur, which is associated with the payment of taxes during the business activity.

The level of digital public services intended for taxpayers affects their burden of bureaucracy and 
administration in fulfilling their tax obligations. The increasing level of digitalization has resulted 
in the simplification of the life situations of taxpayers. The low level of digital skills of taxable 
persons in relation to the provision of new products using the latest information technologies may 
be a weakness in the expansion of digitalization.

The improvement of the quality of services to tax entities is realized through a change in process-
es that have been carried out on paper and manually on digitized processes. Data are shared be-
tween the State and other public and private sector bodies, so-called third parties. Developments 
in the digitalization of tax administrations can be summarised as follows: (OECD, 2020, p. 10)
1.	 The introduction of better-verified reporting through third parties (e.g. integration of infor-

mation into administrative processes originating from financial intermediaries, other parts 
of government, other taxpayers and other tax administrations);

2.	 The adoption of more reliable reporting systems (e.g. digitisation of VAT invoices, online 
cash registers, incorporation of basic tax rules into accounting software, etc.);

3.	 Better identification of possible non-compliance through better risk assessment modelling, 
the use of increasing digital data and advanced analytical techniques;

4.	 Improvements to services for taxpayers, including through electronic filing, pre-filled filing 
data, electronic payments, online self-service tools and targeted assistance such as online 
live chats. This makes it easier for taxpayers to understand and fulfil their obligations.

The research question arises whether digitising processes and services simplify the fulfilment 
of tax obligations of entrepreneurs. Quality digital services by the State depends on the digital 
performance of the economy as a whole. This premise further questions whether digitally the best 
performing countries provide high-level digital public services.

2.	 RESEARCH BACKGROUND – DIGITAL PERFORMANCE  
WITH A FOCUS ON DIGITAL PUBLIC SERVICES IN EU COUNTRIES

According to the Digital Single Market Strategy for Europe (EC, 2015), the digital single market 
will ensure that Europe maintains its global leadership in the digital economy. The EU’s positive 
approach to digital transformation is based on the need to adapt to the digital age. The Digital Sin-
gle Market opens up new opportunities as it closes the gap between the online and offline worlds 
and removes barriers to cross-border online activity. The efficiency of creating a digital single 
market in the EU is examined mainly from an economic point of view.

The digitalization of the economy has a predominantly positive impact on the socio-economic 
development of individual regions and countries and the digitalization of public services benefits 
the recipients of these services (Agostino et al., 2021) and affects their satisfaction and confidence 
(Krotel, 2021); but, on the other hand, the threat arising from digitalization is the emergence of 
obstacles preventing certain social groups from accessing and using technology correctly (Kwi-



102

Balkan JETSS (2021) 2: 100-109

linski et al., 2020). Research papers confirm the existence of a digital divide and uneven devel-
opment of digital competencies (van Dijk, 2009; Cruz-Jesus et al., 2012; Caradaica, 2020). The 
implementation of new information technologies in the public sector, mandatory digital service 
delivery strategies, where users are forced to access the service through a digital channel and 
insufficient digital skills of employees are actual research areas (Pedrosa et al., 2020; Gholami et 
al., 2021; Tangi et al., 2021). 

The relationship between digitalization and the fulfilment of tax obligations is currently not ex-
amined in detail. Therefore, the research question will be outlined as to whether a higher digital 
performance of public services will make it easier to meet tax obligations and thus increase the 
collection of tax revenues. Other consequences of simplifying tax obligations may be reflected 
in the promotion of business activities. During the business lifecycle, the tax burden varies from 
strongly negative to insignificant. The most significant negative effects will be felt in the early 
stages of the business. The authors (Braunerhjelm et al., 2019) concluded that a 10% reduction in 
the tax administrative burden increases the susceptibility to the emergence of a new enterprise by 
4%. These are certainly behind the idea that simplifying tax obligations is one way to boost entre-
preneurship. The burden imposed by tax laws and compliance with tax regulations constitutes an 
obstacle to entry into business (Braunerhjelm, Ecklund, 2014).

The EU is made up of countries that are economically or demographically different, divergent 
in their approach to public policies, thus creating an uneven development of digital competen-
cies, and a single digital market is fragmented. The creation of a single digital market, therefore, 
depends heavily on meeting the commitments of EU countries to implement key digital initia-
tives. The digital maturity of EU countries is diverse and cannot be derived from the country’s 
economic maturity. This means, for example, that the most economically powerful country does 
not automatically mean that it is also digitally the most powerful. Consequently, it is necessary 
to examine the performance and development of sub-areas of digital transformation. In order 
to optimise public sector processes, the introduction of proactive so-called intelligent electronic 
services by the State is linked. It is the area of digitalization of public services that is crucial and 
the EU is monitoring and evaluating developments in the provision of eGov services to states. We 
can see these digital performance relationships of EU countries compared to the EU-28 average 
in Figure 1.

Figure 1. Digital performance in EU countries
Source: Own processing according to The Digital Economy and Society Index (DESI 2020)

The digital performance of EU countries is diverse, with the EU-28 average at a score of 52.6. 
Exactly half of the EU countries are digitally powerful above the EU average (scores 53.9 to 72.3) 
and the other half are digitally powerful below the EU average (scores of 36.4 to 52.6). Finland, 
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Sweden, Denmark and the Netherlands are the countries using the most advanced digital technol-
ogies. Even the largest EU economies in terms of GDP – Ireland and Luxembourg are not among 
the pioneers in digitalization, which has a significant impact on the overall performance of the 
Single Market. For example, countries such as Malta, Estonia and Lithuania, whose size is below 
the EU-28 average, are above the EU average for digital performance. Slovakia, as a country of 
below-average economic maturity, is also a country with below-average digital performance. 

It is economically advanced countries that are lagging in the digitalization of the economy, e.g. 
Germany, Italy or France. There are introducing targeted investments in all areas of digitalization, 
i.e. in order to make progress in digitalization initiatives aimed at IT security, supercomputers and 
artificial intelligence, to facilitate the digitalization of public services and, last but not least, to im-
plement the strategies that put digitalization and innovation in the spotlight and through which the 
digital transformation of the country is taking place (EC, 2020). The practical implementation of 
the developed digital market transition strategy will make it possible to manage emerging threats 
more effectively towards digitalization and to make optimal use of development opportunities. 
That strategy is also applicable to the public sector, business sector and individual households 
(Yanina et al., 2021).

Figure 1 shows that electronic public administrations operate effectively in Estonia, Spain, Den-
mark and Finland, all with scores above 85. Half of the Member States are below the EU rate 
of 72, but a score of less than 60 is achieved by Croatia, Slovakia, Greece and Romania. In this 
context, digital performance as a whole and performance only in the area of public services need 
to be distinguished. While Finland, Sweden and Denmark have been identified as leaders in the 
overall digitalization of the economy, Estonia, Spain and Denmark lead the way in digitising 
public services. A more detailed overview of parts of digital public services is provided in Table 1.

Table 1. Components of digital public services in the EU (the first three and last three countries)

eGovernment 
users

Prefilled  
forms

Online service 
completion

Digital public 
services for 
businesses

Open  
Data

Top Finland, Estonia, 
Denmark

Malta, Estonia, 
Lithuania

Malta, Portugal, 
Denmark

Estonia, Denmark, 
Luxembourg

Ireland, Spain, 
France

Down Italy, Greece, 
Germany

Romania, United 
Kingdom, Greece

Romania, Croatia, 
Cyprus

Romania, Greece, 
Croatia

Hungary, 
Slovakia, Malta

Source: Own processing according to the DESI

The disparity in the digital performance of public administration within the EU is large and they 
alternate between the first and last places of the country when analysing the five-part eGov indi-
cator. However, the result from the digital public service dimension is confirmed, i.e. Estonia and 
Denmark are the leading eGov leader, and Greece and Romania are the weakest eGov countries, 
as they are most common in all five eGov areas.

The growing share of the digital economy in GDP is due not only to the digitalization of the 
private sector but also to the public sector, which includes tax administration. The priority task 
of the tax administration is to ensure the implementation of the revenue part of the state budget 
as well as the EU budget. The key task of the tax administration is thus to effectively collect tax 
revenues to meet the statutory amount of revenue, monitor the fulfilment of revenues and take 
measures to achieve their fulfilment. Digital leaders in the transition from paper tax administra-
tion to electronic are characterized by a high number of digital projects in the tax administration 
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environment. New tools for communication of tax administration with tax entities are introduced 
by digitalizing information in the collection and payment of taxes. Tools such as digital assistants 
and chatbots come to the foreground, that is in absolute terms used the least, but the year-on-year 
percentage increase in usage has been highest (Ihnatišinová, 2021a). At the same time, the digi-
talization of processes in the tax administration environment is a tool to simplify the fulfilment of 
tax obligations by tax entities (Ihnatišinová, 2021b). These are greatly facilitated by the payment 
of taxes, and the introduction of new technologies in the tax administration environment poses a 
major challenge for many countries (PwC and World Bank Group, 2019).

Figure 2. Time to comply with taxes in EU countries
Source: Own processing according to the Paying Taxes 2020

Figure 2 shows that the number of hours that entrepreneurs need to meet their tax obligations 
across the EU ranges from 50 hours in Estonia to 441 hours in Bulgaria. Most EU countries are 
below the EU-28 average of 172 hours. Ireland, Denmark, Finland are at the top of the world in 
terms of the use of digital public services in the tax administration environment, and in the second 
ten, it is Estonia, Lithuania, Latvia. In Estonia, entrepreneurs only need 50 hours to meet their tax 
obligations, well below the EU average. In Slovakia, it is up to 192 hours.

3.	 METHODOLOGY

The examination of the impact of overall digital performance on the level of the state’s digital 
public services and/or electronic services is based on the fact that digitally performing economies 
also provide high-level digital public services. Consequently, the examination of the impact of the 
digital performance of public services on the fulfilment of tax obligations is based on the assump-
tion that a high level of digital public services will be reflected in a better and easier fulfilment of 
tax obligations by taxable persons – entrepreneurs, i.e. in a lower number of hours associated with 
the administration of taxes.

Inconsistency with the main aim and the research questions the hypotheses to be tested are for-
mulated as below:

H1: The higher the digital performance, the higher the level of digital public services;

H2: The higher the level of digital public services makes it easier to pay taxes.

To test the hypotheses of the research is used the statistical independence analysis to assess the 
dependence between the two variables. The digital performance of the economy is expressed by 
the overall score of the DESI index, the digital performance of public services is expressed by the 
overall score of the digital public service dimension of the DESI index, and the ease of paying tax-
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es is expressed by the number of hours needed to meet the tax obligations of entrepreneurs. The 
data are drawn from Eurostat, the European Commission, PwC and the World Bank. The review 
period is 2019 and the UK is also assessed as an EU country.

4.	 RESULTS AND DISCUSSION

Hypothesis 1 that the level of digital public services is also increasing as digital performance 
grows has been confirmed, with the dependence between overall digitalization and digitalization 
of public services being weaker in the digital best-performing countries and stronger in digitally 
less powerful countries. The results are documented in Figure 3.

The relationship between overall digital performance and the level of digital public services is 
directly linearly dependent, with a very high correlation coefficient of 0.75, i.e. the level of digital-
ization increases, the level of digital public services also increases. However, if we examine this 
relationship only within the digitally performing countries, the results are slightly different. This 
means that of the 14 countries above the EU-28 average in the overall digitalization of the econo-
my and society, 11 countries are digitally powerful, including the area of digital public services, 
and 3 countries are below the EU average for digital public services. In this case, there was a weak 
positive correlation with a correlation coefficient of 0.38.

An examination of the relationship between overall digitalization and digitalization in public 
services in countries that are less digitally efficient shows that out of 14 countries there are 3 coun-
tries that, despite the lower overall digital performance, achieve above-average values in digital 
public services. 11 countries with below-average overall digitalization also achieve below-average 
to low levels in digital public services. In this case, there was a large positive correlation with a 
correlation coefficient of 0.62.

Figure 3. Relationship between digital performance and level of eGov in EU countries
Source: Own processing

Hypothesis 2 has been confirmed since the correlation coefficient is -0,54. There is an indirect 
relationship between the level of digital public services and the number of hours to meet tax ob-
ligations within the EU, but we can only describe it as moderate. This may be since the state’s 
electronic services are provided in different public areas and digital projects in the tax admin-
istration spotlight are only one part of all digital projects throughout the public administration. 
Nevertheless, the negative relationship between eGov and the ease of paying taxes exists, as 
documented in Figure 4.
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Figure 4. Relationship between level of eGov and time to comply with taxes in EU countries
Source: Own processing

Of the 14 countries that are above average in the provision of state electronic services, up to 13 
countries can be identified as with a simple tax system because the number of hours to meet tax 
obligations is below the EU average, i.e. between 55 hours and 169 hours. However, the correla-
tion coefficient, in this case, is -0.24, which confirms a very weak negative correlation between 
variables. The variation range for the number of hours to meet tax obligations is 114 hours in 
countries with above-average digital public services. 

Of the 14 countries with a level of digital public services below the EU average, up to 10 coun-
tries do not have a simple tax administration system and thus the fulfilment of tax obligations by 
entrepreneurs is complicated because it takes between 192 hours and 441 hours. The correlation 
coefficient, in this case, is -0.06, which confirms too weak or zero correlation between variables. 
The variation range for the number of hours to meet tax obligations is up to 249 hours in countries 
with below-average digital public services. This means that these countries have huge scope to 
implement digital projects in a tax administration environment.

On 9 March 2021, the Commission presented a vision and ways to achieve Europe’s digital trans-
formation by 2030. This vision of the EU digital decade focuses on four fundamental areas: skills, 
the digital transformation of businesses, secure and sustainable digital infrastructures and the 
digitalisation of public services. Digital public services should include key public services: 100% 
online, eHealth: 100% availability of health records and digital identity: 80% of citizens using 
digital ID cards (EC, 2021).

From results of the paper follows a recommendation for Slovakia to modernise the tax administra-
tion system with a focus on digitalization, based on the provision of quality state electronic services 
throughout public administration. According to the Strategy to Improve the Position of the Slovak 
Republic in the DESI index until 2025, the vision is that: „Slovakia will actively develop digital trends 
over the next five years and, thanks to innovation, improve the lives of its citizens, conditions for en-
trepreneurship and make the most of the full potential that digitalization provides across the economy 
and society.” If the Slovak Republic improves its overall digital performance, it will also increase the 
level of digital public services and consequently simplify the administration of taxes. The implemen-
tation of digital projects in the tax administration environment is crucial. Slovakia has been applying 
a dual model of public administration since 1990, based on which there is a separate existence of state 
administration and self-government (Belkovicsová et al., 2020); particular attention should be paid to 
the development of digitalization at the municipal level. Entrepreneurs, as tax taxpayers of local taxes, 
also fulfil their tax obligations towards municipalities that are local tax administrators.
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5.	 CONCLUSION

The importance of digitalization for the fulfilment of tax obligations depends on the level of dig-
ital public services, which are one of the dimensions of overall digital performance. The state’s 
electronic services, which are well implemented, allow citizens, businesses and organisations to 
interact with the government more easily, faster and at a lower cost. The digitalization of public 
services brings transparency and openness to governance. The results of the article show that 
the level of digital public services is also increasing as overall digital performance increases, 
while in the digitally performing countries the dependence between overall digitalization and 
digitalization of public services is weaker, and in digital less powerful countries this dependency 
is stronger.

In fulfilling tax obligations, the importance of digitalization lies in reducing the administrative 
burden on entities. The inversely proportional relationship between digitalization and tax ad-
ministration has been confirmed, i.e. increasing the level of digital public services simplifies the 
fulfilment of tax obligations and reduces the number of hours associated with paying tax within 
EU countries. 

Looking at more and less digitally efficient countries in the field of public services, it is necessary 
to take into account the types of digital projects implemented in the tax administration environ-
ment. The results of the article show that as digital performance in public services grows, the 
number of hours needed to meet tax obligations decreases, while in digitally more powerful coun-
tries the dependence between the digitalization of public services and the ease of paying taxes is 
weaker, and in digitally less powerful countries this dependency is almost zero. Therefore, less 
developed countries should be able to implement reforms that reduce the cost of paying taxes. 
The most popular digital reforms are the introduction or expansion of the online system for pay-
ing taxes, the use of electronic registration and payment systems, the transition from the manual 
filing of tax returns to the electronic filing of tax returns. Other digital initiatives that simplify 
the fulfilment of tax obligations are pre-filled tax returns by the tax administration, which reduce 
preparation time for taxpayers or mandatory electronic invoicing.
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