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1. Introduction

Small and medium-sized enterprises function anceldgvin a complex
environment, which according to classical modelss@i of closer, competitive
area (mostly institutional environment) and furtrggneral environment, related
above all to specific social and economic processegal environment,
particularly regulations and obligations related téx law, is an important
constituent of general environment and a factot ties a strong impact on
development of SMEs. The results of numerous rebeahow that these
obligations have been the most serious barriedete@lopment for micro, small
and medium enterprises for many years [see e.qp.1107-121, 1, p. 206-210,
2, p. 4-11].

The goods and services tais one of the tax titles, which imposes a lot of
duties on entrepreneurs. It is a hidden tax, whielans it should not burden tax-
payers taking part in trade of goods and services are not their final
recipients. It is the customer who is the finaklin trade that should be charged
with this tax. [22, p. 6]. Business practice andpgioal research provide,
however, a lot of proofs of fiscal burdening of im@ss entities with this tax.

On the other hand, this tax enables small and mediged enterprises to
draw certain financial advantages, including th@nowement of cash flow, or
market advantages that offer clients the posgibilitgetting extended terms of
payment for goods or services. Thus, it essentiddiiermines the functioning
and development of small and medium-sized ent&gris

Bearing this in mind, the evaluation of directicarsd impact of goods and
services tax on development of small and mediumdsenterprises have been
assignedas the aim of the article Quantitative empirical research has been
conducted to realize the aim, using questionnaireey method on the sample
of 30 micro and small enterprises from the LodaaegMoreover, qualitative
in-depth research in the form of case study of nmaekized enterprise Majami
sp. z 0.0, were conducted.
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2. Tax system as a constituent of environment of smalind medium-
sized enterprises

Tax systemcan be defined as the entirety of taxes obligatorg given
country, being a uniform, internally consistent \¢has far as law and economy
are considered [19, p. 18]. It is generally assuthatitax is a financial benefit
payable to a country or other public institutiommpulsory, common, non-
returnable and gratuitous, levied on the basiglefvant rules of law. [20, p. 18].

A tax system functioning in Poland was createdrdfte change of political
system at the beginning of the 1990s. It is a cempgblution based on several
main taxes and a range of additional, complementaxes. Efficiency
understood as the ability to ensure appropriatel le¥’budget revenues was the
main aim taken into account when creating it. Th&tesn is composed of the
following basic taxes20, p. 49-50]: personal income tax, corporat®ine tax,
goods and services tax and excise tax.

Polish tax system also includesmplementary taxes which are to tighten
the tax system. They differ significantly and camcenultiple sources. They
include:

- inheritance and donation tax,
- real estate tax,

- vehicle tax,

— gambling and lottery tax,

- farm tax,

- forest tax,

- tax on civil law transactions,

- tonnage tax,

— stamp duty and other charges.

Tax titles being a part of the tax system can lassified according to
various criteria. For example, three groups of saxan be distinguished
according to the subject of taxation criterion:ame (revenue) taxes, property
taxes and expenditure taxes [13, p. 19-20]. Divisad taxes according to
criterion based on a relationship between tax bumled a payer of it is also
significant. They include the following taxes: ireit and direct taxes.
According to criterion of enforcing budgets, tatles can be divided into:

— taxes coming in to country budget, i.e. imposedtaye authorities,
— taxes coming in to local authority budgets.

Regardless of assumed divisions, taxes being coempemf legal dimension
of general environment of SMEs, essentially infleeertheir functioning and
development. Legal and tax environment and its ohmm development of
business entities are characterized by three foligpfeatures:

— high complexity, measured by the number of legal acts making up tax
system and also a significant number of regulaamy control institutions,
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— turbulence, understood as continuous changeability of prowsiof law,
ambiguity of their interpretation and necessity @adapt to changing
conditions,

- low potential influencing negatively the development of small amedium-
sized enterprises, which entails e.g. the necessiipcur additional costs
(financial and non-financial, including lost bengfiby SMEs in order to
realize legal and tax obligations.

For instance, regulations in the area of indireotes require constant
attention whereas ignorance of entrepreneurs limitsential possibilities of
controlling these taxes in an enterprise. The os/eérsmall and medium-sized
enterprises consider that lack of legibility in égegulations increases the risk
of running a business and generates additionas,casiich burden an enterprise
and reduce competitiveness of enterprises in thig. Wax safety is of great
importance for small and medium-sized enterprisgstax risk, which can
threaten their functioning, increases along with iticrease of scale of business
activity.

The existence of goods and services tax in econentgils additional
inconveniences for entrepreneurs in the form ofgalibn to record and register
activity in detail. The process is particularly densome in case of existence of
several tax rates as well as numerous exemptioeseah detailed record must
be based on billing system and more and more ajtemecording sales by
means of cash register [15, p. 38-39].

As a result, the necessity to fulfil requiremergkated to taxation influences
multidimensionally the functioning and developmehsmall and medium-sized
enterprises. Basic directions of this influencdude [see broader: 10, p. 215-
218]:

- necessity to incur particular tax burdens, whickelated to the fact that the
tax is compulsory as well as sanctions for not olgeyhe obligation of
paying it,

— necessity to adapt to changeable rules of law, lwisithe result of dynamic
changes in tax regulations as well as increasingben and increasing
volume of legal acts,

— necessity to ensure appropriate human resources axgdnizational
solutions, allowing to fulfil requirements of targulations. In addition to
that, a necessity often arises to use proper infresire including most of all
application of appropriate IT systems needed fdlecting, processing and
publicizing various information from accountancys®m (including data
obtained from simplified accounting machines) foe heeds of recipients of
tax information of an entity. They are often congmgystems, which causes
that the necessity to meet the demands relatedx@tion influences the
development of computerization of small and medsired enterprises.

— influence on costs of functioning of enterprisesisl the consequence of
ensuring human, organizational and infrastructaspurces described above
by business entities,
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— influence on widening the circle of stakeholdersSMEs. Basic entities that
SMEs come into relation with as far as fulfillingxt obligations is
considered, include: public administration offi¢esvenue offices, revenue
chambers, the Treasury Control Office, Ministry Bihance as well as
business environment entities such as: consultorgpanies, accountancy
offices, tax offices, tax consulting offices, supp of equipment and
software for bookkeeping of an entity, suppliersoffice materials and a
number of other entities,

- influence on development of organizational struesuof SMEs, including
development of contract and network structures wocgy between business
entities and based on cooperation relationships.

A slight impact of small and medium-sized enterpsioon changes and
formation of legal and tax environment is its imaot characteristics. It
means that these entities can most of all reachémges in this environment
by adapting to them. ThereforBexibility of action and ability to adapt to
changeable and turbulent external environment isngportant feature of
small and medium-sized enterprises.

3. Basic rules of goods and services taxation of smalhd medium-
sized business entities

The goods and services tax is an important eleofdPolish tax system. It is
an indirect consumption taxvhich reinforces country budget. Its essentiaé rol
in tax system results from the fact that it is thest important component of
budget incomings.

As an indirect tax, it burdens a taxpayer so thdbes not closely concern
its income and property structure. The economidéurof the tax is eventually
carried by a buyer of goods or services. For &sélk. a business entity (which
IS burdened with the tax), it is nominally neut@ economic burden is
encumbered by third parties [14, p. 98-99].

Activities performed by business entitiere subject to this tax. In
accordance with the law, the following are subjedtixation [16]:

— payable supply of goods and payable renderings\n the territory,
— export of goods,

— import of goods,

— intra-community acquisition of goods payable in tiitory,

— intra-community supply of goods,

— import of services.

1 reference books emhasize difficulties in givingequivocal definition of the characteristics of

this tax. It can be both classified as consumptinand as income tax, as well as property
turnover tax [3, p. 39].
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As a result, business entities, including small aretlium-sized enterprises
performing the above mentioned activities in tharee of their functioning, are
obliged to tax them and therefore become payefG¥f. GST payers include
legal entities, organizational units without comter status as well as single
entities leading a business activity regardlessthef aim or result of such
activity.

Recognizing performance of an activity subject twods and services
taxation entails the existence t#x obligation. This obligation originates at
strictly defined moment [3, p. 341]. A general r@ates that tax obligation
starts at the moment of delivering goods or remgeservices.

The moment tax obligation arises, a taxpayer isgedl to submitGST
output, which is calculated referring tax rate to a tasd It is, therefore, the
amount of tax that burdens turnover reached bypatger. Posting an invoice
documenting the sale of goods, a taxpayer is abligepresent the amount of
output tax in it. On the other hand, registered G@&¥er has the right (after a
number of conditions have been fulfilled) to redecgput tax by the so called
input tax, included in the price of purchased goadd services used while
leading business activity. Reducing output GSTriput GST can be done only
in the same scope as purchased goods and serveesed to perform taxed
activities.

Purchase of goods and services inside the coustgy lbasic category of
activities which are the source of the right to uttd The amount of tax shown
on invoices a taxpayer received when buying goods services or invoices
proving prepayment, if they resulted in tax obligaf is the input tax [18, p. 40].

Therefore, the difference between output GST apdtiGST is the tax to be
paid to the revenue office (tax obligation). Thetputi tax is a product of
turnover amount and proper rate whereas the irguist the total sum of tax
amount presented in invoices and customs docunstdwing a taxpayer's
purchase. It is the so call&@sic mechanism of goods and services t§&, p.
347].

The phases of this mechanism, being a logical seguef actions of every
taxpayer, include [12, p. 67]:

1. Determining the amount of output tax.

2. Determining the amount of input tax.

3. Calculating the difference between determined amofioutput tax and the
amount of input tax.

4. Tax settlements in goods and services tax:

— paying the difference to the account of revenu&effif the amount of

due tax exceeds the amount of input tax,

— return of the difference when the amount of chargedis higher than
the amount of due tax. The return can be directhigopayer’s account)
or indirect in the form of pushing the excess opuntax to next
settlement periods [18, p. 27].
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In the case of goods and services tax, the rugelbfassessmeris in force.

It means that tax organs do not give the decisfdheamount of tax obligation

unless it is stated that the amount of output & lbeen inaccurately calculated

by a taxpayer [5, p. 545]. Three methods of setl#swith the revenue office
can be distinguished here. They are:

1. Settlement according to general rules- accessible to all taxpayers. It
states that tax obligation arises basically atntleenent of giving out goods
or rendering service regardless of received payrfremh the client. The
settlement is made on a monthly basis.

2. Quarterly settlement — available from % January 2009 for all taxpayers
(previously only for the so called small taxpayer$he difference between
this form of settlement and general rules condistsically in extending
settlement period to 3 months.

3. Cash method of settlements- available only for the so-called small GST
payers. Tax obligation arises at the day of settil or a part of the amount
due by a buyer, no later than on thd @@y, starting from the day of giving
out a product or rendering a service. The choidbisfmethod is at the same
time related to quarterly period of settlement witkienue office. Moreover,
attention should be paid to the fact that cash atetkfers both to output tax
connected with sales and also input tax [21, p].187his case, a taxpayer
is also obliged to keep additional record of [5545]:

- terms of payment for particular invoices partly atdarge,

- 90 days term of payment, starting from the dayieing out a product

or rendering a service,

- date of giving out a product or rendering a service

— invoices postponed to a next quarter, whose oltigadid not arise in

current quarter due to lack of payment.

— additionally, sales invoices have to be marked amllstaxpayer

invoices.

Exemptions constitute an important part of the structure obds and
services tax. The specificity of exemptions in go@hd services tax relates
among the others to the fact that exempt taxpaggeraot deduct input tax from
output tax [3, p. 350]. Therefore, an exemption sdoet need to be more
advantageous than the taxation. It is one of tlegaciteristic features of goods
and services tax. Tax exemption of one of the phas&dde the production or
distribution chain causes: breaking neutrality e to tax deductible revenues
as well as levying tax on a tax. This results icréase in price of final product.
However, when the last production phase is exenopt the tax, ultimate price
of final product is lowered, which is undoubtediywdurable for consumers [17,
p. 810].

2 since # January 2009, a small taxpayer is the one whoseianof sales did not exceed the total
amount of 1 200 000 euro in the previous tax yeat 45 000 euro in the case of taxpayer
performing activity within brokerage services.
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On the other hand, being a GST payer enables toG#®§ invoices, which
sometimes encourages contractors to buy goodsemites. It is related to the
fact that a GST payer sells a product or a serviteéch can be deducted from
due tax by a buyer. The possibility of deducting tauses that GST payers
more readily buy goods and services from other @&yers rather than from
exempt entities [3, p. 350].

In accordance with the act, two kinds of exemptioas be distinguished:
subjective and objective exemption. Taxpayers whasged sales value did not
exceed an amount of 150.000 PLN overall in the ipusv tax year are
subjectively exempted from goods and services @kjective exemptionsare
the other type of exemptions. In this case, it barsimply stated that activities
performed in the public interest, such as e.g.iseswof Polish Post or health and
social care services, are exempt [9, p. 26].

Tax rates, which allow determining tax amount,aménherent part of goods
and services tax,. In the case of goods and sert#e it is a percentage and
fixed rate. In Poland, basic GST rate equals ﬁz%art from the basic rate, the
act also allows for the following rates: 8%, 7%,,4%d 0%. The application of
a given rate depends on the type of goods or snbeing the subject of taxed
activity and also on the circumstances in whicleevise was provided [6, p.
205].

The rate in export and intra-Community supply obd® equals 0%, which
causes essential preferences of due tax that eqBaN by virtue of applying
zero tax rate, maintaining at the same time arifgifit to deduct input tax.

In order to settle tax appropriately, The Goods @ediices Tax Act imposes
an obligation to keep appropriate record on all @&yers (supply and purchase
record). Moreover, it defines requirements whicesth records should observe.
Statutory obligation of keeping this record relaieall GST payers, both active
and those exempt from the tax. It should be st that minuteness of
keeping these records is more required from ad®&T payers than from
exempt taxpayers [7, p. 206].

An invoice is one of the most important accountas@guments occurring in
goods and services tax as GST records are madeomalstbasing on invoices.
According to art.111 of The Goods and Services Aak those who sell on
behalf of people who do not lead a business agtaditd flat-rate farmers, are
additionally obliged to keep turnover record andeeaord of the amounts of
output tax with the application of cash registégd. 214].

3 until 31.12.2010 tax rate equalled 22% and themtates were also 1% lower.
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4. Methodology and range of conducted empirical reseah
4.1. Applied research methods and techniques

Empirical research conducted within the framesaaf tesearch projects was
devoted to realize the aim of the article:

— research within project no 1 was conducted in 260%he sample of 30
micro and small enterprises of the Lodz region oy report of the
research can be found in: 8].

— research conducted within project 2 was in-depth @nducted in the year
2010 in the form of a case study of the influentgamnds and services tax
on the development of a selected medium enterfaiseoader report from
the research can be found in: 4].

Research conducted within project 1 was quantdéaéimd was conducted
with the use of questionnaire research method illiged directly to the
respondents. An author’'s survey questionnaire auntp 13 questions was a
research tool. Enterprises were selected for timepkain a deliberate way,
focusing on companies considered as micro or sasabrding to the criterion of
number of the employed. This was usually verifiadtbe phone, before the
survey guestionnaire was given.

In total, research was conducted in 12 micro andr8ll enterprises. Most
of them (80%) were entities functioning as singhditees leading a business
activity. The sample also included 4 civil law pemships, an unlimited
company and a limited liability company.

Almost all of the entities (97% - 29 of companiegyre registered goods and
services tax payers in the course of doing the areke The most of
entrepreneurs apply a basic rate of goods andcesrta. Only two enterprises
functioning in chemical branch apply two reducetksa One enterprise was
exempt from GST and it functioned in service indyst

The owners of the researched entities were theonelgmts. They were
mostly men (63%), persons aged up to 40 preva@deo]. The respondents had
more or less equally higher (33%) or secondary (3€dacation.

Within project 2, research in the form of a casedgtwas conducted in
Majami sp. z o.0. located in Belchatow. The chaéehe enterprise for the
research was made in a targeted way taking intoust¢he size of the company
(medium enterprise) and a declared readiness gfecation from the side of
decision-making people in the enterprise. An inewmethod as well as a
document research method was used during researis.w

The interviews were conducted using the technigfiequestionnaire
interview with people managing the enterprise. iieo to do that, two author’s
interview questionnaires were prepared. The respusdgiving the answers
were: the chairman of the company — a man overeg®syold with higher ICT

4 at the moment of research, the rate was 22% vetilne moment of preparing this article it
equalled 23%.
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education, on the position of the Chairman of trenkbement Board of Majami
Sp. z 0.0. for 14 years, and the head accountanteman aged 29 with higher
economic education.

The content analysis technique was used duringetbearch of documents,
where purchase and sales GST records of the conipattye years 2005-2010
served as sources of information. It was researbbedfinancial situation of the
enterprise was changing in the scope of GST intioelao changes of sales
structure of the enterprise.

4.2. Characteristics of enterprises analyzed in the form of a case study

Majami sp. z 0.0. has existed in its current légah since 2008. Before that
year, the enterprise had operated as an unlimdetpany created by 3 owners.
The enterprise started its functioning from the imgkof chocolate and
chocolate-like products.

According to Polish Classification of Activity, thproduction of cocoa,
chocolate and confectionery products (1082Z) argv moain areas of its
functioning. The basic field of activity is the piwction of fudges and the
production of traditional chocolate covered marslons for Polish and foreign
markets. The products of the enterprise fulfiltab norms and requirements of
the European Union.

Majami sp. z 0.0. is located in the outskirts ofddatow, 52 Czyewskiego
St. The company currently owns two warehousespdyation building and an
office building with overall area of 2500mz.

In the initial phase of its functioning, the compamployed approximately
25 workers. After going into cooperation with rétzhains in 2005, employment
increased up to 32 people and remained at thi$ fereugh the year 2006. The
year 2007 caused next changes, mainly by enteritg ¢ooperation with
Germany, 64 women were additionally employed at tin@e. Their job was to
manually wrap fudges. In addition to that, 3 warg®nen and a driver were
employed. In 2009, employment increased due tagreamber of orders from
the EU countries, 135 people worked there. Majgmiso.o. currently employs
162 people including disabled employees. Therefaezording to the size
criterion, the enterprise can be included in theugr of medium business
entities.

The functioning and organizational structure of &haj sp. z 0.0. is divided
into three departments: production departmentssahel marketing department
and finance and administration department. It é&sekample of hierarchical line
and staff structure, which combines the featuredirad structure with the
features of functional structure. The company isnaged by a two-people
Board, headed by the Chairman of the Board.

At the moment of creating Majami sp. z 0.0., pasn@ade the decision to
register the company as goods and services taxr,payémitting registry
application form GST-R. They assumed that the cawigaurnover would fast
exceed the limit of entitled right for GST exemptiovhereas planned
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investments i.e. modernization of machines used gooduction of the
production building would generate large expensesaeate the possibility to
deduct input tax from output tax. They assumedhatsame time a general rule
of settling the tax.

Majami sp. z 0.0. posts about 150 sales invoicesoath. Supplies are
realized on the basis of individual orders of diseand systematically on the
basis of agreements with retail chains, which manel more often value
indigenous products of small enterprises. In otdesustain cooperation, the
company gives its permanent contractors long tefrzayment. Retail chains
such as Carrefour, Makro Cash and Carry and alseckerc are currently main
recipients of company’s products. Since 2007, entgrs from the European
Union: Germany, Austria and Sweden have been irapbrecipients of Majami
confectionery products. Entering foreign marketgn#icantly improved
financial situation of Majami and allowed undertakiserious investments in
development of machine infrastructure.

The accounts of Majami sp. z 0.0. are kept by Heambuntant employed in
the company on a labour contract. The accountamksvaith a professional
Microsoft computer program - Grait Plains. Thisgmam is a specialized tool
used in production companies. It operates in a ostwirculated inside the
company. It comprises all the areas of company gemant i.e. warehouse
economy, product realization record, communicatigth clients, accountancy
record. It makes access to data at every produstemge easier for members of
the Board. The program also allows automatic avaatif GST records on the
basis of sales documents introduced to the systmutlg by customer service
department and GST sales documents.

5. Results of questionnaire research in micro and smiaénterprises

In the first part of the research, the respondest® asked about evaluation
of the amount of tax burdens paid by the researehedrprises as well as
evaluation of the level of complexity of legal résions concerning individual
tax titles. The researched evaluated these asppettie scale from 1 (very low
burden / complexity of rules) up to 5 (very highrden / complexity of rules).
The results measured by the mode of answers asergsal in Figure 1.
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Fig. 1. The evaluation of burdens and complexity of lag&s concerning individual
tax titles according to the respondents
Source: own study on the basis of the results etipnnaire research.

The researched entrepreneurs bear the greate$iutdens in relation to
income tax. High burdens appear also as a resgibads and services taxation.
At the same time, the rules concerning both tdestitvere evaluated as the most
complex. The results show, therefore, that botlonme tax and GST essentially
influence the functioning and development of theesgched SMEs.

up to 100PLN 13%
100PLN to 200PLN 33%
200PLN to 500PLN 13%

500PLN to 1000PLN 7%

1000PLN to 2000PLN D 3%

| cannot define 27%

lack of costs 3%

0% 10% 20% 30% 40% 50%

Fig. 2. Monthly costs of settlements in goods and servige®stimated by the
respondents
Source: own study on the basis of the results e$tipnnaire research.

The majority of the analyzed business entities (P@#é registered as goods
and services tax payers. Half of them settle adogrtb general rules, 30% of
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companies chose quarterly settlement method and it decided on cash
method of settlements. The necessity to settle gaad services tax is related to
incurring certain costs. Therefore, the respondemte asked about how high
they estimate the costs of settlements and otHayatibns related to goods and
services tax. The results of entrepreneurs’ ansarerpresented in Figure 2.

The results show that in 33% of the researcheergmses the necessity of
settling goods and services tax is related to igimmonthly costs from 100 do
200PLN. More than a half of the respondents (538timated the costs at the
level of 500PLN a month. It results from the fdwhttthe necessity to keep GST
records and settlements in GST significantly infices the costs of the
researched enterprises. On the other hand, 27%mméspts were not able to
estimate these costs. It points to their small kedge on the subject on the one
hand and difficulties in estimating costs of entesgs incurred as a result of tax
settlements on the other.

In order to determine the influence of goods andises tax on financial
situation of the researched business entities nmmymprehensively, the
respondents were asked about the tax effect déethts in goods and services
tax and the amount of tax obligation that occurhmanalyzed companies. The
respondents’ answers are presented in Figure 3.

S

enterprise pays up to 1000PLN tax 74

enterprise pays over 1000PLN to 3000PLN
tax I -

enterprise pays over 3000PLN to 5000PLN 0
3%

enterprise pays up to 5000PLN tax 20%

situation is varied 23%

enterprise is nota GST payer D 3%

0% 10% 20% 30% 40% 50%

Fig. 3. Financial effects of GST settlements in the redesat enterprises
Source: own study on the basis of the results estipnnaire research.

The researched entrepreneurs most often (43%)hgagxcess of output tax
over the input tax to the revenue office of 100@@00PLN a month. In 23% of
the analyzed companies the situation is varieddameénds among the others on
purchase of fixed assets as well as seasonalityraeg in various branches. In
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this case, in some companies surplus of input teex output tax periodically
appears and a chance arises to get a return bbtaxhe revenue office.

In the course of the research, entrepreneurs vedetaabout decisions they
make in this situation. The results show that 73%h® researched entrepreneurs
push the surplus of the tax to the next settlerpenbd. 27% of the researched
make various decisions depending on financial ardket situation of the
company. They did not give, however, any specifitiasions or factors
depending on which certain decisions are taken.

On the basis of the results, a conclusion can dedthat entrepreneurs are
very often afraid to ask for a refund of the exagfsmput tax over output tax. It
is caused by the fear of being controlled by theeneie office. In case of such
application, the officials often want to checkhetcompany is really entitled to a
refund and whether it is in agreement with obligrtes of law. Entrepreneurs
often ask for a refund if economic situation of #merprise is not good and
improvement of cash flow is necessary.

In the following part of the research the respomsiexvaluated individual
elements of goods and services tax constructiomelk as elements of tax
system related to this tax title. The researcheduated negatively or positively
elements specified in the questionnaire. The resul presented in Figure 4.

) [
reporting to revenue ] 76%

office 24%
possibility of getting | 76%
tax refund 24%

frequency of paying | 62%
tax B8%

amount of rates

revenue officers’
work

legibility of rules

taxinspection
system

flexibility of rules 100%

0% 20% 40% 60% 80% 100%

W negative O positive

Fig. 4. The respondents’ evaluation of individual elemeritgoods and services tax
Source: own study on the basis of the results estipnnaire research.
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The majority of the respondents evaluate positigelgh aspects of goods
and services tax as reporting to revenue offi@guency of paying it as well as
the possibility to get tax refund. These elemerdsndt constitute barriers to
functioning and development in the opinion of miyoof the respondents. The
rest of the elements specified in the questionnaisre mostly evaluated
negatively. It mostly concerns the legibility ofgld rules, system of fiscal
inspection as well as low flexibility of tax regtitans. According to the
respondents, these factors constitute basic bamedsted to goods and services
tax.

The last part of questionnaire research was ugeahfalyzing organizational
aspects of goods and services tax settlementsreBpendents were asked who
deals with GST settlements in their enterprises.miost of the researched
companies (69%) external accounting firms do th#eseents of the tax while
in the case of 24% of entities, settlements areenfiydentrepreneurs themselves
or internal company services. In the remaining miges, a competent family
member deals with GST settlements.

In the majority of the researched enterprises (68866ds and services tax is
settled with the use of one computer system. Tgoredents most often pointed
to accounting program Symfonia, and Optima progirathe next place. 20% of
the researched entrepreneurs pointed at usingugaomputer programs in
order to support GST settlements. In some compahasever, the settlements
are done manually (7%) or partly manually, andlpavith the use of computer
(10%).

The necessity to do settlements in goods and s=rtax also expands the
circle of stakeholders of the researched enteris®¥hile executing tax
regulations, these companies contact various utistits, including first of all
accounting firms (the most often mentioned by teéspondents) and revenue
offices. The researched companies get in contabt @entral Statistical Office,
the Treasury Control Office and solicitors to a Bemaxtent as far as goods and
services tax is considered.

6. Analysis of impact of goods and services tax on delepment of a
medium-sized enterprise — a case study

In further part of the research, in-depth analysascerning the impact of
goods and services tax on development of a selenesium-sized enterprise
was conducted in the form of a case study. Majgmizso.o. has been GST
payer since the beginning of its functioning wherseattlements have been done
on general rules. During the interview, the chaimrstated that when starting a
business, partners counted on high profits fromecuiroperational activity, i.e.
production of confectionery products but they adssumed they would incur
high investment expenses meaning to modernizerntegpgise. A general rule of
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settlements was to enable faster GST refund frorasiments made. Returned
money was to allow financing of current activity.

The chairman also pointed out that this form oflesetents is much easier
than cash method, which causes that entreprenadraaountants have more
dilemmas and costs. He indicated three most impbftetors determining the
choice of this method of GST settlement:

— amount of turnover, which causes the necessity aifdg and services
taxation,

— possibility of faster GST refund,

— possibility of increasing cash flow due to gain@&T refund from revenue
office.

During the interview, the accountant paid attentiorthe fact that in 2010
the company lost its small taxpayer status as deeded turnover giving the
right to this status (1 200 000 Euro). As a redtie only possible method of
settlement of goods and services tax in the andlgpenpany is now settlement
on general rules or quarterly method of settlement.

According to the chairman of the company, as faG&3 settlements are
considered, the enterprise most often consultsebenue office. In his opinion,
these contacts are the most frequent as they rfesoitcurrent obligations that
the company has to meet. The accountant also tedichigh frequency of
contacts with the revenue office. However, in hpinion, the company more
often contacts tax advisors as far as GST settlmmare considered. The
company accountant did not point to other contastanportant in case of GST
settlements. In the chairman’s opinion, occasioonahtacts concern the
following institutions: the Treasury Control Officéax chamber or Customs
Chamber, contacts with other institutions are mgtiScant according to him.

The next question that people managing the Majarm@rprise were asked
was about determining the amount of monthly cos$tsan servicing of the
company in the scope of goods and services talesethts. The respondents
had to choose between 5 ranges and could giveregaaihswers. The amount of
costs incurred by Miami sp. z 0.0. in the scop&S8IT settlements according to
head accountant ranges between 2.000 and 5.000Ptingh. On the other
hand, in the chairman’s opinion, these costs rénegween 1.000 and 2.000PLN.
Such a discrepancy of opinions can prove low aves®iof the chairman as far
as this area is considered. The company accoustiagly defines thses costs in
a more realistic way. That is why, she often ukesservices of tax advisors in
this field.

In the following question, the respondents’ tasls wa specify the effect of
GST settlements in the researched company. Indbese of the interview, the
respondents stated that since the year 2007, timpaity has permanently had
the excess of charged tax over due tax, whichdsctinsequence of business
transactions with European Union countries. Befayacluding contracts with
main recipient from Germany, the company had sobdypcts mainly in the area
of the country, which resulted in the fact that twmpany had regularly paid
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GST to the tax office. The enterprise presenths @88 T refunds directly to its
bank account on a regular basis. The results asepted in table 1.

Table 1. The effects of GST settlements in the researchestgrise

Years: 2005 2006 2007 2008 20098 2010
Company pays GST to

! X X
reveue office
Company gets a direct refund
from revenue office
Company gets an indirect
refund from revenue office
Situation of the company is
varied

X

X

Source: own study on the basis of conducted rebearc

It follows from the above that the enterprise i$ afoaid of putting forward a
motion to the revenue office to get a refund of éxeess of input tax over
output tax, in spite of frequent controls of revenoffice. The refunds are
justified by supply of goods to European Union does and applying
preferential, zero GST rate. This situation is asoexcuse for the actions of
head accountant, who often contacts various advisothe scope of goods and
services tax settlements in order to realize diledun accordance with rules of
law.

The opinions gathered during the interview showt tajami sp. z 0.0. is
presently drawing a lot of advantages from consragith EU countries.
Delivering its confectionery products to the Euome, the company is not taxed
with 22% GST rate. When exporting goods, Majamiliagpreferential 0% rate
of GST and therefore GST charges are not so higle fespondents only
pointed here to the necessity of continuous foll@Max regulations, incurring
costs related to service of advisors in this scapavell as obligation to keep
records.

GST itself is not a big burden in the respondeafshions as the company
receives direct refunds of GST from the revenugefévery month as a result
of the intra-Community supply of goods. On the oth&nd, the head accountant
of the company indicated CIT (Corporate Income Tag)the most serious
burden.

Real estate tax also constitutes an important Ipufolethe company in the
opinion of head accountant. The company owns quitet of buildings with
large suface areas which cause the necessity tchighyamounts of GST a
month to the account of Belchatow City Office. Amtiog to the chairman of
the company, Coprporate Income Tax as well asagakte tax were considered
the most serious burdens whereas vehicle tax waegarded as significant as
the company does not have goods vehicles with gregght exceeding 3,5 tons,
which would entail goods and services taxation.
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The analysis of documents of the company proves tdpa situation of
Majami sp. z 0.0. as far as goods and servicesistasonsidered, changed
significantly after cooperation with European Unioountries had been started.
In 2007, the company started export of goods teifor markets. However, there
were settlement periods in the company’s activitprievious years in which the
enterprise did not export their goods to the Euaop€ommunity and goods
were sold only inside the country. Figure 5 preséimé percentage level of sales
in particular tax years, divided into directionsnadirket activity.

100% 0% 0%:

80% +—

60% +——

100%| 100%|

40% +—

20% +—

0% 0% 0%
2005 2006 2007 2008 2009 2010
W EUsales O country sales O export sales ‘

Fig. 5. The company percentage of sales in individualytaes divided into directions of
market activity
Source: own study on the basis of documents afahmpany.

The sales of confectionery products in Polandxed with basic 22% rate.
In such settlement month, an excess of tax dueiopet tax was observed. The
enterprise was obliged to pay tax liability to #ecount of the revenue office.
Therefore, the management of the company des lowt &r situations in which
there are no intra-Community supplies in settlemmaonths. Since 2009, the
company has sold to European Union countries imyesettlement period, in
2010, sales make up 77% of the whole number oksafiedhe company. The
sales of products to European Union countriesvistfeable to the activity of the
company as the preferential rate of tax applietthisi type of transactions equals
0%. Majami sp. z 0.0. has the right to apply tligolurable tax rate because it
sells products of foreign contractors. In this ¢dbe whole amount from sales
goes to the company as it does not have to payubtap. The possibility of
claiming a refund of input tax which the companyersp purchasing raw
materials and packages for production of goodsveled to European Union
countries from the revenue office is another achgetof these transactions.
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Even when the amount of raw materials purchasduktosed for production as
well as the amount of other expenses are loweoapared to general amount
of sales, a taxpayer gets a refund to bank account.

The partners did not choose cash settlements metltiwaligh the company
met the conditions of small taxpayer in the yedi88and 2009. The method
was too inconvenient for the production enterprigech issued a lot of sales
documents a month with quite long terms of paym@&®BT settlements on
general rules was seen as more advantegous amkngadndeavoured after
transaction of sales to European Union countriesyemonth, which in a way
tempered the existing tax liablility towards InlaRdvenue.

However, along with the increase in orders fromdéldtractors, more duties
appeared in the accounts department of Majami sp.oz Employees of
accounting department are obliged to draw up doatsnaeeded while
exporting products as well as take care that issloedments are sent back by
the recipient of the products together with all trezessary receipts. In case of
not receiving the set of documents required byrtéwenue office for a given
supply, the company is not allowed to apply praféat 0% tax rate. This type
of sales should be taxed at a rate of 23%.

7. Summary and conclusions

The goods and services tax as an important eleaidntther legal and tax
environment of small and medium-sized enterpirressentially influences the
functioning and development of smaller businesgiest The basic directions
and effects of this influence include not only tiecessity to pay the tax to the
revenue office but also the increase in costs aflilgg business activity, the
impact on organization and infrastructure of a canypaa well as development
of relationhips with external entities. On the othend, the possibility of
choosing the method of GST settlements enables| ssmal medium-sized
enterprises to manage this tax fully and applyojatimization in order to reduce
fiscal burdens.

Empirical verification of these model assumptioreswnade on the basis of
conducted questionnaire research and in-depthtgtisadi analysis in the chosen
enterprise. The basic conclusions that can be drdmm conducted
guestionnaire research include the following:

— charges related to income tax and goods and sertagewere considered by
the respondents as the most serious for micro madl enterprises,

- GST settlements on general rules is the most afsed method in the group
of researched enterprises but the entities inagmifstant expenses as a
result of doing these settlements: more than a dméhd up to 5S00PLN a
month on goods and services tax settlements. Tlesaity to pay tax
liability, which in half of the companies equals tgp3000PLN a month, is
also considered a significant burden,
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the researched entrepreneurs variously evaluateidodl elements of tax
system related to GST, speak positively of tax répg and frequency of
paying the tax as well as the possibility of geftanrefund from the revenue
office. Elements evaluated most negatively by #Epondents include tax
inspection and lack of flexibility of rules,

goods and services taxation also modifies the azgdan and structures of
the researched enterprises. On the one hand, itnhasnpact on the
development of the circle of stakeholders of mianal small enterprises, on
the other hand, it also modifies internal informatisystems by frequent
introductions of accounting information systems am@drmation reporting

systems.

The conducted case study of the impact of goodssandces tax on the

development of medium-sized enterprise indicatgrifstant improvement of
economic and financial situation of the companyaa®sult of the change of
direction of market activity and entering the Eweap Union markets. It enabled
the company to apply preferential 0% tax rate alhowad the company to
generate regular advantageous excess of inpuvepoatput tax, which reduces
tax liabilities of the analyzed entity.
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