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Unique opportunity due to lack of adjustment processes
in economy. Reallocation of assets linked to transformation 
reduced costs of a tax reform. Transition to market regime 
meant reallocations of assets. A new tax system was only 
an element of a new institutional framework, which 
influences allocation decisions of any investor.
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New role of taxpayers. Taxes played only limited role in
planned economy. Number of taxpayers was low, and a 
range of discretion of tax officers high. Taxpayers, which
were mostly state-owned enterprises, did not have the
strong incentives to reduce (read: look for loopholes) their
tax liabilities. This situation was changed dramatically in
transition. There are many private firms, they operate in
market environment, and therefore they have strong
motivation to reduce their tax liabilities.
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Newly created tax administration. The tax administration was to 
much extend created during transition, and it had a very limited
experience. Such situation has its own advantage. It is easy to promote 
and to train tax inspectors, because they don’t have “old”, useless 
habits and knowledge of previous tax system. Moreover a resistance 
for any change among high rank tax officers is limited. Nevertheless 
there is a high need for training and learning-by-doing process. In the 
first stage of tax reform, temporary revenue losses due to inexperience 
of operating and enforcing may be expected.
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Tax evasion. Societies in transition countries used to operate in a 
very specific environment, in which not paying taxes was socially, 
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probably high. 
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Country PIT CIT VAT and 
excise

Contributions
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EU–8 
countries

5.9 5.7 5.0 1.8 10.8 11.4 11.1 11.5

Balkan 
countries

4.4 3.1 3.2 1.7 10.1 11.6 11.4 9.4

CIS 
countries

1.8 2.2 5.8 2.8 7.1 9.0 6.3 5.2
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Countries countries which reduced the 
CIT rate 

countries with a CIT rate lower 
than 25% (as of the end of 2003)

EU–8 7 out of 8 7 out of 8

Balkan 
countries

3 out of 7 7 out of 9 

CIS 
countries

2 out of 12 6 out of 12

EU–15 10 out of 15 1 out of 15
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companies – it is hard to argue that taxes are not 
high in the EU, and limit economic growth
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Rule of unanimity for tax issues is preserved in the
EU Convention – one may not expect major tax 
harmonization through legal regulations. 
Differences in providing public goods and public 
spending is even wider after enlargement than 
before. Policy objectives, administrative 
capabilities and economic conditions are different.
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regulations, f.i. through open method of 
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fields like financial markets and services 
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Gradualist approach to further tax integration will be 
observed and competition among institutional 
settings will be preserved. Also due to globalization.  
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