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Abstract

Background: Digitalization has become one of the most important trends in modern
tax administration and public sector management. Tax authorities increasingly rely on
digital technologies to improve administrative efficiency, enhance taxpayer services, and
strengthen tax compliance. Despite significant investments in digital tools, the extent to
which digitalization contributes to reducing tax arrears remains an open question.

Aim: The aim of the article is to analyse the factors influencing the amount of personal
income tax arrears in the Czech Republic during the period 2013-2024, with particular
emphasis on digitalization and selected tax administration instruments.

Methods: The study is based on annual data obtained from the reports of the Czech
Financial Administration. The analysis includes indicators related to the number of tax
entities, tax audits, electronically filed tax returns, assessed taxes, procedures for clearing
doubts, tax arrears and arrears recovered through enforcement actions. Monetary
variables were adjusted for inflation using the Consumer Price Index published by the
Czech Statistical Office. Pearson correlation analysis and multiple linear regression analysis
were employed to examine the relationships among the selected variables.

Results: The results revealed a strong positive relationship between the number of tax
audits and tax arrears. The regression model explained 95.4% of the variability in tax
arrears and identified tax audits as the most significant predictor. The number of tax
entities exhibited a statistically significant negative effect on tax arrears, suggesting that
a broader taxpayer base may contribute to lower levels of unpaid tax liabilities. Although
electronically filed tax returns showed a significant negative correlation with tax arrears,
their effect was not statistically significant in the multivariate regression model. This
finding suggests that digitalization may influence tax arrears indirectly through broader
improvements in tax administration efficiency rather than through a direct effect.

Conclusions: The findings indicate that effective tax administration cannot rely solely
on digitalization. While digital tools contribute to administrative modernization and
may support tax compliance, the reduction of tax arrears appears to depend primarily
on effective control mechanisms and the overall functioning of tax administration. The
study contributes to the ongoing discussion on the role of digital transformation in tax
administration and provides empirical evidence on factors associated with tax arrears in
the Czech Republic.
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Introduction

Digitalization is currently one of the most important tools in the functioning of public
administration. New tools are being introduced or developed, such as electronic filing,
automated information exchange, digital control mechanisms, etc. However, digitalization
cannot automatically be considered a universal solution, and the outcome depends on
the broader institutional, legal, and economic context of individual countries. In the
Czech Repubilic, a significant digital transformation focused on electronic filing of tax
returns, modernization of information systems and changes in control procedures can be
observed over the past 20 years. Despite this development, the question of the real impact
of digitalization on tax discipline, specifically on the amount of tax arrears in personal
income tax, remains insufficiently empirically researched. The relationship between the
electronification of tax processes and traditional tax administration tools, such as tax
audits, whose role may be strengthened rather than weakened in the digital environment,
deserves special attention.

The aim of this article is therefore to analyse the factors influencing the amount of personal
income tax arrears in the Czech Republic in the period 2013-2024, focusing on the role
of digitalization of tax administration and tax audits. The study contributes to the current
expert debate on the limits and possibilities of digitalization in financial administration
and provides empirical findings that can be used in the creation of tax policy and in the
further development of tax administration tools.

1 Literature review

Shevchuk (2015) examined the nature of tax audit as a function of tax administration
and its relationship to government fiscal policy. His research suggests that tax control
is an indispensable main component of state and internal financial control of tax
entities. Siglé et al (2022) dealt with the perceived procedural fairness and transparency
of tax entities (especially businesses) in dealing with the tax authority. He found that
this relationship is positively related to the quality of the relationship between the tax
entity and the tax authority. The increased quality of this relationship affects corporate
income tax compliance. However, this relationship has not been demonstrated for value

ACTA VSFS, 1/2026, vol. 20, www.vsfs.cz/acta




added tax compliance. According to this research, it can be concluded that the quality of
internal tax control contributes to taxpayer transparency and compliance, by preventing
unintentional errors.

Semerdd and Bartunkova (2016) dealt with control reporting for value added tax in the
Czech Republic. According to this research, the introduction of control reporting brings
benefits to tax administrators. However, fairly acting entities are mainly burdened by
sanctions, and fraudulently acting entities do not improve tax collection. Vighova (2022)
analysed control activities with a focus on value added tax and also the effectiveness of
control activities of individual tax offices within the Slovak Republic. He outlined the most
frequently occurring tax evasion on value added tax.

Lisi (2015) dealt with the relationship between tax compliance and tax morale within the
social welfare function of optimal tax policy. It was found that the optimal combination of
policy instruments to deter tax evasion depends on the morality of taxpayers. For honest
tax subjects, increased monitoring should be compensated by tax reduction. For unfair
tax subjects, increased monitoring should be accompanied by higher sanctions.

Cruz, Sousa and Wilks (2022) analysed the impact on the behaviour of tax subjects with
secondary or higher education in Portugal. regarding two fiscal policy measures - tax
lottery and tax benefits. According to this research, it was found that financial rewards
should be considered in tax policies that aim to maximize citizens’cooperationin reducing
tax evasion, and that reward policies complement those that seek to control and sanction
tax evasion. lvanchenkova et al (2022) analysed the impact of digital technologies on the
organization of tax compliance control by state-funded institutions. A direct relationship
was found between the degree of application of digital technologies in tax compliance
control and the level of fiscal discipline in the country.

Amzuica, Mitelu and Nisulescu (2023) analysed the impact of business digitalization
on tax evasion. According to this research, inflation, unemployment, and economic
freedom do not have a significant effect on tax evasion. The findings show a negative and
meaningful relationship between business adoption of digitalization and tax evasion,
suggesting that digitalization helps reduce tax evasion.

Syrtseva et al (2021) found that the creation of a modern information and analytical
resource of the tax service will optimize the accounting and control system, which will
lead to the introduction of more effective mechanisms for tax administration, shielding
the economy, and increasing control over money circulation.

Although tax arrears are often discussed in connection with tax compliance and tax
evasion, these concepts should not be considered identical. Tax evasion generally refers
to the deliberate avoidance or concealment of tax obligations, whereas tax arrears arise
when an existing tax liability is not paid within the legally prescribed period. While both
phenomena negatively affect public revenues, tax arrears may also result from economic
difficulties, liquidity problems, or insolvency. For this reason, the present study focuses
specifically on tax arrears as an indicator of unpaid tax obligations and examines the
factors associated with their occurrence.
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2 Research methods

The article focuses on the analysis of factors influencing the amount of tax arrears in the
Czech Republic with an emphasis on the impact of digitalization and control mechanisms.
Sevenindicators were selected for the empirical analysis, as presented in Table 1. Allindicators
were first examined using Pearson correlation analysis to identify the strength and direction
of relationships among the variables. For the multiple regression model, three explanatory
variables were selected: the number of tax entities, the number of tax audits and the
number of electronically filed tax returns. These variables were chosen because they directly
correspond to the main objective of the article, which is to examine the role of digitalisation
and control mechanisms in relation to tax arrears. The values are expressed either in absolute
numbers (e.g. number of tax entities, number of controls) or in monetary units (e.g. amount
of arrears in million crowns). The analysed data relate to personal income tax administration
in the Czech Republic and were obtained from the annual reports of the Czech Financial
Administration. The dataset includes indicators associated with both personal income
tax from dependent employment activities and personal income tax assessed through
individual tax returns. Therefore, the analysis covers the two principal components of
personal income taxation and is not limited solely to self-employed individuals or taxpayers
filing returns independently. To eliminate the impact of inflation, monetary variables were
adjusted using the Consumer Price Index (CPI) published by the Czech Statistical Office. This
adjustment was applied to monetary indicators to express their values in real terms and
improve comparability across the analysed period.

The data were analysed using IBM SPSS Statistics software, which was used to calculate
correlation coefficients, estimate regression parameters and perform diagnostic tests of the
regression model. The results were interpreted regarding the statistical significance of the
variables (p-value = 5%), the values of the regression coefficients and their standard errors.
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Table 1: Definition of indicators

Indicator Description Unit Source Role in
analysis
Number of Total number of Pcs Financial Explanatory
electronically electronically filed tax administration |variable
filed tax returns |returns
Number of tax | Total number of taxable Pcs Financial Explanatory
entities entities subject to tax administration |variable
obligations
Number of tax | A control procedure that the |Pcs Financial Explanatory
audits tax administrator uses when administration |variable
it is necessary to verify the
claims of a tax entity
Taxes assessed | The amount that was Thousand | Financial Correlation
additionally assessed to CZK administration |analysis only
entities after tax audits
Arrears Tax liabilities not paid by the | CZK Financial Dependent
statutory due date million administration | variable
Number of A procedure used by tax Pcs Financial Correlation
procedures to | administrators when they administration | analysis only
clear doubts have doubts regarding a
submitted tax claim
Arrears Arrears recovered after CZK Financial Correlation
recovered enforcement actions have million administration | analysis only
through been carried out, e.g. before
enforcement tax execution is ordered
actions

Source: Financial administration (2024), own processing

Correlation analysis was used to analyse the relationships between variables, which
enabled the identification of statistically significant relationships between individual
factors. Pearson's correlation coefficient was used to measure the strength and direction
of the relationship between variables. The coefficient values range from -1 to 1. A value
close to T means a strong positive correlation. A value close to -1 means a strong negative
correlation. A value close to 0 means that there is no linear relationship between the
variables. The results of the correlation analysis help determine which variables have
the most significant relationship to the amount of arrears, which serves as the basis for
selecting variables for the regression model.

Furthermore, regression analysis was applied, specifically a linear regression model,
which enabled the quantification of the influence of individual factors on the amount of
tax arrears. The dependent variable in the regression model was tax arrears adjusted for
inflation. The explanatory variables were the number of tax entities, the number of tax
audits and the number of electronically filed tax returns, see (1).

ACTA VSFS, 1/2026, vol. 20, www.vsfs.cz/acta




Tax arrears= B+, - x, + B, x,+ B, - x, + & where (1)
B, = constant

B, = regression coefficients that indicate the influence of each independent variable on
the amount of arrears

X, = number of tax entities

X, =number of tax audits

X, = number of electronically filed tax returns
€ =residual component of the model

The regression model was tested using the Variance Inflation Factor (VIF) to identify
multicollinearity between the explanatory variables. The Durbin-Watson test was used to
check for autocorrelation of the residuals, which verified whether there was a systematic
dependence between the errors in the model, which is important for the validity of the
regression analysis.

The article aims to answer the following research questions:

+ What is the relationship between the number of tax audits and the amount of
assessed taxes and tax arrears?

«  To what extent is electronic filing of tax returns associated with the level of tax
arrears?

«  What is the relationship between the number of tax entities and the level of tax
arrears?

+  How do doubt-removal procedures correlate with assessed taxes and tax arrears?

3 Solutions and Results

The normality of regression residuals was assessed using the Shapiro-Wilk test. The test
did not indicate a statistically significant deviation from normality (W = 0.964, p = 0.846).
Therefore, the assumption of normally distributed residuals can be considered satisfied.

The correlation analysis examined the relationships among seven variables, namely the
number of tax entities, the number of tax audits, the number of electronically filed tax
returns, assessed taxes adjusted for inflation, procedures for clearing doubts, tax arrears
adjusted for inflation and arrears recovered through enforcement actions adjusted for
inflation. The results are presented in Table 2.
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Table 2: Correlation analysis results

Tax entity | Number | Electronic | Taxes |Procedures | Arrears Arrears
of tax | taxreturn | assessed | for clearing recovered
audits doubts through

enforcement
actions
Tax entity 1 -,738%* ,780** -,568 -,227 -,820%* -,480
Number of -,738%* 1 -,700* ,690%* ,647* ,960%* ,197
tax audits
Electronic ,780%* -,700* 1 -,326 -,588* -,696* -,049
tax return
Taxes -,568 ,690* -,326 1 377 ,657* 460
assessed
Procedures -227 ,647% -,588* 377 1 A79 -,165
for clearing
doubts
Arrears -,820%* ,960** -,696* ,657% A79 1 ,249
Arrears -480 ,197 -,049 460 -, 165 ,249 1
recovered
through
enforcement
actions

Source: Own processing
* Correlation is significant at the 0.05 level
** Correlation is significant at the 0.01 level

The strongest relationship was identified between the number of tax audits and tax arrears
(r =0.960, p < 0.001). This result indicates an extraordinarily strong positive association
between audit activity and the amount of detected tax arrears. From a practical perspective,
the finding suggests that tax audits remain one of the mostimportantinstruments available
to the tax administration for identifying unpaid tax liabilities. A higher number of audits is
associated with a higher volume of detected arrears, which may reflect the effectiveness
of control activities in uncovering tax non-compliance. The result also indicates that tax
audits play a crucial role in maintaining the integrity of the tax system and improving tax
collection performance. Although correlation does not imply causality, the strength of the
relationship suggests that audit activity is intricately linked to the detection of unpaid tax
obligations.

Another statistically significant relationship was identified between the number of tax
entities and tax arrears (r = -0.820, p = 0.001). This strong negative correlation indicates
that periods characterized by a larger number of registered tax entities were associated
with lower levels of tax arrears. One explanation is that a broader tax base contributes
to a more stable distribution of tax obligations and reduces the relative importance of
individual delinquent taxpayers. From the perspective of tax administration, the result
may indicate that supporting economic activity and maintaining a broad taxpayer base
can contribute to improved tax compliance and lower arrears. The finding may also reflect
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the positive impact of simplified registration procedures and digital services that facilitate
taxpayer participation in the tax system.

The number of electronically filed tax returns was negatively correlated with tax arrears
(r=-0.696, p = 0.012). This statistically significant relationship suggests that a higher level
of digitalization is associated with lower tax arrears. The result supports the assumption
that electronic filing may contribute to more efficient communication between taxpayers
and the tax administration, reduce administrative errors and increase overall compliance.
Digital tools can simplify tax obligations, improve access to information, and facilitate
timely filing, which may indirectly contribute to lower levels of unpaid taxes. Although the
subsequent regression analysis provides a more nuanced picture of this relationship, the
correlation results indicate that digitalization remains an essential element of modern tax
administration.

A positive and statistically significant relationship was also identified between assessed
taxes and tax arrears (r = 0.657, p = 0.020). This result suggests that higher levels of
additional tax assessments are associated with higher volumes of tax arrears. Such
afinding may indicate that taxpayers subject to additional assessments are also more likely
to accumulate unpaid tax liabilities. From a practical perspective, the result highlights
the importance of post-assessment monitoring and effective collection procedures. The
relationship may also reflect the fact that a portion of assessed liabilities is not immediately
settled by taxpayers and subsequently becomes part of recorded arrears.

The analysis further revealed a positive relationship between the number of tax audits
and procedures for clearing doubts (r = 0.647, p = 0.023). This finding suggests that
various control mechanisms used by the tax administration tend to complement each
other. Periods characterized by increased control activity are also associated with a higher
use of procedures for clearing doubts. This result supports the view that effective tax
administration relies on a combination of preventive and investigative instruments rather
than on a single enforcement mechanism.

Overall, the correlation analysis demonstrates that tax arrears are associated with several
key aspects of tax administration, including audit activity, taxpayer participation, and
digitalization. The strongest relationship was observed for tax audits, confirming their
significant role in detecting tax non-compliance. At the same time, the results indicate
that digitalization and the development of a broader taxpayer base may contribute to
reducing tax arrears. These findings provide valuable insights for tax policymakers seeking
to improve tax compliance and strengthen the effectiveness of tax administration.

To further investigate the factors influencing tax arrears, a multiple linear regression model
was estimated using the number of tax entities, the number of tax audits and the number
of electronically filed tax returns as explanatory variables. The dependent variable was tax
arrears adjusted for inflation. The statistical summary of the model is presented in Table 3.
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Table 3: Statistical summary of the regression analysis of tax arrears

Model R R Square | Adjusted | Std. Error | F df2 Sig. Durbin-
R Square | of the Watson

Estimate
Model 0,977 0,954 0,937 1116,15 | 55,233 8 <,001 1,347

Source: Own processing

The results indicate an extraordinarily strong relationship between the selected
explanatory variables and tax arrears. The multiple correlation coefficient reached a value
of R =0.977, which demonstrates that the model captures the relationship between the
independent variables and tax arrears very effectively. The coefficient of determination
(R* = 0.954) shows that approximately 95.4% of the variability in tax arrears can be
explained by changes in the selected predictors. Such a high value suggests that the
model provides a substantial explanation of variations in tax arrears over the analysed
period.

The adjusted coefficient of determination (Adjusted R* = 0.937) remains only slightly
lower than the original R? value, indicating that the explanatory power of the model
is not artificially inflated by the number of variables included. Even after adjusting for
model complexity, more than 93% of the variability in tax arrears remains explained. This
result confirms the robustness of the estimated model and suggests that the selected
explanatory variables capture the key determinants of tax arrears within the analysed
dataset.

The overall significance of the model was confirmed by the F-test. The calculated F-statistic
reached a value of 55.233 with a significance level below 0.001. This result indicates
that the regression model is statistically significant and provides a substantially better
explanation of tax arrears than a model containing only the intercept. Consequently, the
null hypothesis that all regression coefficients are simultaneously equal to zero can be
rejected.

The standard error of the estimate reached 1,116.15, representing the average deviation
between observed and predicted values of tax arrears. Considering the scale of the
analysed variable, this value indicates a relatively good fit of the model to the observed
data. The Durbin-Watson statistic reached a value of 1.347. Although the ideal value is
close to two, the obtained result does not indicate severe autocorrelation of residuals and
can be considered acceptable given the limited number of observations included in the
analysis.

Table 4 presents the estimated regression coefficients for the individual explanatory
variables included in the model.
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Table 4: Regression coefficients of the tax arrears prediction model

Variable B Std. Error Beta t Sig. VIF
Constant 46079,460 | 19161,624 — 2,405 0,043 —
Number of -0,016 0,007 0,312 -2,320 0,049 3,136
tax entities

Number of 0,847 0,123 0,811 6,889 <0,001 2,407
tax audits

Number of 0,002 0,002 0,116 0,910 0,389 2,800
electronically

filed returns

Source: Own processing

The number of tax audits proved to be the most influential explanatory variable in the
model. The estimated coefficient reached a value of 0.847 and was highly statistically
significant (p < 0.001). This finding indicates that an increase in the number of tax audits
is associated with a higher level of detected tax arrears. The standardized coefficient
(Beta = 0.811) confirms that tax audits exert the strongest effect among all explanatory
variables included in the model. This result highlights the importance of audit activity as
a key instrument for identifying unpaid tax obligations and detecting non-compliance
within the tax system.

The number of tax entities exhibited a negative coefficient (B = -0.016) and reached
statistical significance at the 5% level (p = 0.049). This result suggests that a larger
number of registered taxpayers is associated with lower levels of tax arrears. One possible
interpretation is that a broader taxpayer base contributes to a more stable distribution
of tax liabilities and reduces the relative impact of individual delinquent taxpayers. The
finding may also reflect improvements in tax administration efficiency associated with
a larger and more diversified taxpayer population.

The number of electronically filed tax returns showed a positive but statistically
insignificant coefficient (B = 0.002; p = 0.389). Although previous correlation analysis
revealed a significant negative relationship between electronic filing and tax arrears,
the effect disappeared after controlling for the influence of tax audits and the number
of tax entities. This result suggests that digitalisation may not affect tax arrears directly.
Instead, its impact may be indirect and mediated through broader improvements in tax
administration processes, taxpayer compliance and communication between taxpayers
and tax authorities.

The variance inflation factor (VIF) values ranged from 2.407 to 3.136, which remains well
below commonly accepted critical thresholds. Therefore, no serious multicollinearity
problems were identified. The estimated coefficients can thus be interpreted with an
acceptable degree of confidence.

Tax audits exhibit the strongest statistical association with recorded tax arrears. This
finding is not surprising, as tax audits represent one of the primary mechanisms through
which previously unidentified tax liabilities are detected and formally recorded. At the
same time, the analysis suggests that a broader taxpayer base may contribute to reducing
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arrears. Although electronic filing is associated with lower arrears at the bivariate level,
its direct effect was not confirmed within the multivariate model. These findings imply
that digitalisation alone is unlikely to reduce tax arrears unless accompanied by effective
control mechanisms and broader improvements in tax administration.

Based on the estimated coefficients, the following regression equation can be formulated
see (2)

y =46079,460 - 0,016x,+0,847x,+ 0,002x,, where: (2)
y = estimated amount of tax arrears
x, = number of tax entities
x, = number of tax audits

x, = number of electronically filed tax returns

4 Discussion

The findings of this study provide several important insights into the factors associated
with tax arrears in the administration of personal income tax in the Czech Republic.
The analysis confirmed that tax audits represent the most crucial factor associated with
the detection of tax arrears. Both the correlation and regression analyses consistently
identified a strong positive relationship between audit activity and the volume of arrears.
This result suggests that tax audits continue to play a fundamental role in uncovering
unpaid tax liabilities and identifying cases of tax non-compliance. At the same time,
the findings indicate that the effectiveness of tax administration cannot be assessed
solely through the volume of recovered arrears but must also consider the ability of the
administration to detect previously hidden liabilities.

A particularly interesting result concerns the role of digitalisation. The correlation
analysis revealed a statistically significant negative relationship between the number of
electronically filed tax returns and tax arrears. This finding indicates that higher levels
of electronic filing are generally associated with lower levels of unpaid tax obligations.
Such a relationship is consistent with the broader expectations associated with digital
transformation in public administration. Electronic filing systems reduce administrative
burdens, simplify communication between taxpayers and tax authorities, and contribute
to greater transparency of tax processes. These factors may improve voluntary tax
compliance and reduce the likelihood of procedural errors that subsequently lead to tax
arrears.

However, the regression analysis produced a more nuanced picture. After controlling
for the effects of tax audits and the number of tax entities, the number of electronically
filed tax returns no longer remained a statistically significant predictor of tax arrears.
This finding suggests that the effect of digitalisation may be indirect rather than direct.
In other words, digitalisation alone may not automatically lead to lower tax arrears. Its
contribution is likely realised through improvements in administrative efficiency, data
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availability, taxpayer services, and risk management capabilities. The results therefore
indicate that digitalisation should not be viewed as a standalone solution but rather as
one component of a broader tax administration strategy.

The strong relationship identified between tax audits and tax arrears should be interpreted
with caution. Tax audits constitute one of the principal mechanisms through which
previously unidentified tax liabilities are detected and recorded by the tax administration.
Consequently, a positive association between audit activity and recorded arrears is to
some extent inherent in the institutional design of the tax system. The finding therefore
does not necessarily imply that audits generate arrears, but rather that they contribute to
their identification and formal recognition.

A potential explanation for the stronger relationship between tax audits and tax arrears
compared with the relationship between assessed taxes and tax arrears lies in the
different nature of these indicators. The number of tax audits reflects the intensity of
control activity carried out by the tax administration, whereas assessed taxes represent
the monetary value of additional liabilities identified during audits. Not every audit result
in a substantial additional assessment, and tax arrears may also arise from tax liabilities
declared by taxpayers but not subsequently paid. Consequently, tax arrears cannot be
viewed solely as a direct consequence of additional tax assessments. This may explain
why the correlation between tax audits and tax arrears is stronger than the correlation
between assessed taxes and tax arrears.

Another noteworthy finding concerns the number of tax entities. The regression model
identified a statistically significant negative relationship between the number of registered
taxpayers and the volume of tax arrears. This result may indicate that a broader taxpayer
base contributes to a more stable and diversified tax system. It may also reflect the fact
that tax administration can operate more efficiently in an environment characterised by
a larger number of economically active taxpayers. Although this relationship requires
further investigation, it suggests that policies aimed at supporting entrepreneurship and
reducing unnecessary administrative barriers may have indirect positive effects on tax
compliance.

The positive relationship identified between assessed taxes and tax arrears also
deserves attention. The analysis indicates that periods characterised by higher levels
of additional tax assessments tend to be associated with higher levels of arrears. This
finding is understandable because additional assessments often arise from detected
irregularities and may subsequently become unpaid obligations. At the same time, the
result highlights the importance of effective post-audit collection procedures. Detecting
additional liabilities represents only the first step; ensuring their actual payment remains
equally important for the overall effectiveness of tax administration.

Fromabroader perspective, the findings suggest that effective taxadministration requires
a combination of preventive, digital and control-oriented measures. While technological
innovations can improve the quality of taxpayer services and simplify compliance, they
cannot fully replace traditional control mechanisms. The results indicate that tax audits
continue to represent the most powerful instrument for identifying tax arrears, whereas
digitalisation appears to function primarily as a supporting mechanism that enhances
the overall efficiency of tax administration. Future research could therefore focus on
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the interaction between digital technologies and enforcement activities, as well as on
the long-term effects of digital transformation on tax compliance. Due to the limited
number of observations, formal stationarity tests were not performed. Consequently,
the results should be interpreted as exploratory evidence rather than definitive causal
relationships.

5 Conclusion

The aim of this study was to analyse the relationship between selected indicators of
tax administration and tax arrears in the area of personal income taxation in the Czech
Republic during the period 2013-2024. Particular attention was devoted to the role of
digitalisation, represented by the number of electronically filed tax returns, and to the
effectiveness of selected control mechanisms.

Theresults of the correlation analysis revealed several statistically significant relationships.
The strongest positive relationship was identified between the number of tax audits and
tax arrears, indicating that increased audit activity is associated with a higher volume of
detected unpaid tax liabilities. Significant negative relationships were identified between
tax arrears and both the number of tax entities and the number of electronically filed
tax returns. These findings suggest that a broader taxpayer base and higher levels of
digitalisation may be associated with lower levels of tax arrears.

The regression analysis provided a more detailed understanding of these relationships.
The estimated model explained more than 95% of the variability in tax arrears and proved
to be statistically significant. Among all explanatory variables, the number of tax audits
exhibited the strongest statistical relationship with tax arrears and represented the most
influential variable in the estimated model. However, this finding should be interpreted
in the context of the role of tax audits as a primary mechanism for detecting and
recording previously unidentified tax liabilities. The number of tax entities also exhibited
a statistically significant negative effect. In contrast, the number of electronically filed tax
returns did not remain statistically significant after controlling for the influence of the
other variables. This result indicates that the impact of digitalisation on tax arrears is likely
indirect and mediated through broader improvements in tax administration processes.

The practical implications of the study are relevant for both tax policymakers and tax
administrators. The findings suggest that investments in digital technologies should
be accompanied by effective control mechanisms and risk-based audit strategies.
Digitalisation can improve administrative efficiency and taxpayer services, but its
effectiveness appears to depend on its integration with broader compliance and
enforcement measures. At the same time, the results confirm the continuing importance
of tax audits as a key instrument for identifying tax non-compliance.

Despite the valuable findings, the study is subject to several limitations. The analysis was
based on annual data covering a relatively short time period and focused on a limited set
of indicators available from public sources. Future research could incorporate a longer
time horizon, additional explanatory variables and comparative analyses involving other
taxes or countries. Nevertheless, the study contributes to the growing discussion on
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digital transformation in tax administration and provides empirical evidence regarding
the factors associated with tax arrears in the Czech Republic.
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