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Horizontal Monitoring in Austria: Perceptions of Tax Officers and Employees in Participating 
Enterprises 

Janina Enachescu, Maximilian Zieser, Erich Kirchler 
 

Abstract 

The concept of horizontal monitoring (HM) was developed in response to increasing tax competition, 
aggressive tax planning practices, and increasingly complex tax laws. It was introduced in Austria in 2011 as a 
pilot project embedded in the fair play initiative launched by the Austrian Ministry of Finance. The 
implementation of HM in Austria represents a shift in the prevailing command-and-control paradigm toward 
cooperation between taxpayers and tax authorities. The present process-related evaluation aimed to assess the 
development of perceptions toward HM among different stakeholder groups. We collected quantitative and 
qualitative data from auditors and collaborators in tax offices either involved in the process or not and 
responsible for large-scale enterprises, employees of participating firms, and employees of firms that did not 
participate in the project. The results of this exploratory study showed that perceptions toward HM were 
predominantly positive. We found that perceptions of HM were most positive among employees from HM 
companies and auditors involved in the project, whereas participants from the tax authorities who were not 
directly involved were skeptical. Direct experience with HM procedures was related to the subjective feeling of 
being informed and to positive attitudes toward HM. We did not find changes in perceptions of HM over time, 
which suggests that expectations formed at the beginning of the process were maintained throughout the three 
years of the evaluation.  
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Introduction 
 

Traditionally, the relationship between taxpayers and tax authorities has been strictly hierarchical and 

characterized by retrospective audits and the threat of fines. The command-and-control paradigm has long 

prevailed among tax authorities fighting tax evasion. However, at least since globally operating corporations 

began engaging more in aggressive tax planning and tax avoidance strategies than illegal activities such as 

evasion, the limitations of the command-and-control paradigm have become evident. In 2008, the OECD Forum 

on Tax Administration (OECD, 2008) developed the concept of enhanced relationships, later called cooperative 

compliance (OECD, 2013), in order to face new challenges of globally interlaced taxation systems, such as 

aggressive tax planning and flight to tax havens. The distrust relationship between taxpayers and tax authorities 

needs to be replaced by cooperation at eye level, bearing advantages for both sides. These cooperative 

relationships should also promote mutual trust by means of commercial awareness, impartiality, proportionality, 

and responsiveness by the tax authorities on the one hand and disclosure and transparency by the taxpayers on 

the other hand (OECD, 2008). Horizontal monitoring (HM) as a new form of partnership between companies 

and tax authorities is one way of implementing cooperative compliance schemes.  

The concept of HM was first developed in the Netherlands in 2005 (de Widt & Oats, 2017; Stevens, 

Pheijffer, van den Broek, Keijzer, & van der Hel-van Dijk, 2012; Van Der Hel-van Dijk & Poolen, 2013); it is 

available there for large and medium-sized companies. HM is based on voluntary agreements between 

companies and tax authorities (Stevens et al., 2012). Instead, of irregular, retrospective audits that often imply 

high levels of uncertainty for companies, taxation strategies are monitored in an ongoing process. Companies 

agree to adopt strict internal fiscal control systems and to disclose tax information on a regular basis, and tax 

authorities commit to offering timely solutions to taxation queries and to acting transparently by respecting the 

building blocks of cooperative compliance such as commercial awareness, impartiality, and proportionality 

(OECD, 2013). Therefore, HM offers advantages for tax authorities and companies alike. Tax authorities receive 

timely tax collections and full information disclosure by the companies, and for the participating companies the 

continuous monitoring process reduces complexity and fosters planning and legal security.  
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HM was introduced in Austria as a pilot project in July 2011 embedded in the Fair Play Initiative 

launched by the Austrian Ministry of Finance. Originally, the project was planned to be implemented until June 

2014, but it has since been extended. After this pilot phase, the Austrian Ministry of Finance is now preparing 

for the long-term implementation of HM.  

In the Austrian pilot project, only large-scale enterprises could participate in the HM program. These 

companies had to fulfill a number of criteria such as having a tax control framework and having demonstrated a 

reliable taxation strategy in the past (Stiastny, 2015). After having been selected, the companies underwent an 

initial tax audit, after which the regular HM process started. During this process, companies’ accountant 

managers met quarterly with the responsible tax auditors. During these meetings, comprehensive presentations 

and documentation of all current taxation issues took place, while the tax authorities provided timely feedback 

on open questions (Stiastny, 2015).  

Cooperative relationships and tax compliance 

Taxpayer behavior cannot be fully explained by the traditional rational model, which assumes that tax 

compliance or evasion is merely the result of a rational decision under risk (Allingham & Sandmo, 1972). In 

stark contrast to the rational model, psychological concepts such as ethics, mutual trust between authorities and 

taxpayers, and social norms have been found to strongly shape taxpayers’ behavior (Kirchler, 2007). The stream 

of psychological research stresses tax authorities’ role as service providers and the importance of treating 

taxpayers respectfully, supplementing enforcement measures to promote voluntary compliance (Alm & Torgler, 

2012). The interaction between taxpayers and tax authorities is also referred to as a psychological contract, 

which implies partnership between the two parties that is built upon mutual respect and honesty (Feld & Frey, 

2007). Consequently, tax authorities need to find the right balance between incentives and respectful treatment 

in order to maintain the psychological contract and effectively promote voluntary tax compliance (Feld & Frey, 

2007). 

Additionally, the perceived legitimacy of operating authorities can be a decisive factor regarding tax 

compliance, and whether authorities are perceived as legitimate in their positions depends in large part on their 
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behavior. Respectful treatment and fair procedures characterized by transparency are important factors for 

perceived legitimacy and consequently for voluntary compliance (Tyler, 1997). Tax authorities can enhance their 

legitimacy by treating taxpayers respectfully and by giving them a voice, providing them with the opportunity to 

express their own perspectives on tax issues and the investment of collected taxes in public goods. Similarly, 

transparency of auditing procedures also impacts perceptions of legitimacy (Feld & Frey, 2007; Gribnau, 2015).  

The concepts of cooperative compliance and HM are in line with the concept of responsive regulation, 

adopted by the Australian Tax Office (V. Braithwaite, Murphy, & Reinhart, 2007). Responsive regulation takes 

taxpayers’ motivational postures into account. The concept assumes that most taxpayers are committed to their 

tax obligations and agree to pay taxes voluntarily and that only small parts of the population are actively 

resisting tax authorities or completely disengaged from state and tax obligations. According to responsive 

regulation, tax authorities need to apply differential strategies to ensure compliance: They should focus on 

supporting committed taxpayers by simplifying processes and making compliance as easy as possible. As a 

result, resources in enforcement could then be concentrated to high-risk taxpayers. By following the responsive 

regulation approach, tax authorities refrain from mistrusting honest taxpayers by default and seek to establish 

cooperative relationships instead.  

Legal and planning certainty are advertised as strong benefits of HM for participating companies. 

Reducing uncertainty, however, can have effects beyond the immediate economic advantages. Theoretical 

analysis from the field of behavioral economics suggests that greater uncertainty in the interpretation of tax laws 

encourages firms to develop aggressive tax planning strategies (Alm, 2014). Experimental evidence supports this 

notion by showing that reduced information complexity increases filing behavior and tax compliance (Alm, 

Cherry, Jones, & McKee, 2010). 

Research in economic psychology and behavioral economics has contributed to rethinking public 

administration paradigms and has promoted the development of concepts such as good public governance. The 

governance paradigm acknowledges the importance of services and cooperative relations (Ehrke-Rabel & 

Gunacker-Slawitsch, 2014; Müller, 2014), and HM is part of this new development in public administration in 

Austria. With its strong focus on cooperation between tax authorities and taxpayers, HM promises to increase 
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the perceptions of tax authorities’ legitimacy, reduce uncertainty, promote cooperation, partnership, and mutual 

trust, and, consequently, to increase voluntary tax compliance.  

The evaluation project 

The implementation of cooperative compliance models in general and of HM in particular bears various 

challenges. On the one hand, participating companies must accept cooperating with the tax authorities and agree 

to fully disclose their tax strategies. On the other hand, any cooperative compliance model must be accompanied 

by a paradigm shift from command-and-control to mutual trust on the part of the tax authorities. Furthermore, 

the model entails the risk of being perceived as a “sweet deal” for companies and as fostering opportunities for 

corruption (Stiastny, 2015). Therefore, perceptions of HM by nonparticipating companies are also relevant.  

With this evaluation, we aimed to reveal perceptions toward HM across different stakeholder groups 

directly involved or not involved in the HM project (tax authorities, HM participating companies, and 

nonparticipating companies). Based on participants’ perceptions of HM over time, the study allowed us to detect 

strengths and weaknesses in the HM implementation process. 

 

Method 

Participants 

The goal of this evaluation study was to assess perceptions of HM among different stakeholder groups. 

Employees of the following organizations were therefore invited to participate: (a) the tax authority departments 

responsible for implementing HM, (b) companies involved in the project, and (c) companies that were not part 

of the HM project1. In order to assess the development of perceptions toward HM over time, we collected the 

data at multiple points of time over the course of three years.  

                                                 
1 The largest 550 companies (largest individual companies and largest group parents) in Austria that were not participating 
in HM were contacted for this purpose.  
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Employees of the tax authorities either directly involved in the HM project or not involved participated 

in three waves of data collection (April 2013, May 2014, and October 2015). On part of the HM companies, 12 

company groups comprising 200 subsidiaries took part in the HM pilot project; the groups were not accepted all 

at once but entered the pilot project individually over its course. Employees of HM companies received the first 

invitations to the survey in the first six months after their companies entered the project, and they received 

second invitations roughly two years after the first survey; this schedule resulted in varying survey periods for 

HM companies, with the first surveys being conducted in April 2013 and the last follow-up surveys conducted in 

January 2016. Nonparticipating HM company employees were contacted once in November 2015.  

The survey was aimed at preselected groups of employees in their particular organizations who had 

sufficient experience in tax matters. With regard to the Austrian tax authorities, only a limited number of 

organizations are responsible for implementing and maintaining the HM project, namely, the national auditing 

agency for large businesses and the local tax offices responsible for large businesses. In these organizations, we 

contacted tax auditors and assessors, employees of the legal departments, and directors to participate in the 

survey. Companies that were part of the HM project provided the email addresses of their employees and tax 

advisors; however, because only 12 tax advisors participated overall, their responses are not included in the data 

analyses. To reach nonparticipating companies, we sent invitations to the companies’ general management 

staffs; recipients were asked to forward the invitations to up to ten employees inside their companies who were 

responsible for tax matters. 

Overall, we sent out 4,495 invitations and received 1,170 completed surveys (see table 1 for summary 

statistics of the sample). Regarding the participants’ positions in their companies, 326 (23%) held management 

positions and 844 (72%) were other employees. Although we did not ask age to protect the respondents’ 

anonymity, we did collect years of employment in the survey; on average, participants had been employed by 

their organizations for 22.59 years (SD = 10.43, median = 25).  
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Table 1: Sample desctription for the three survey waves 

  
First period 

 
Second period 

 
Third period 

  

  
Male  Female 

 
Male  Female 

 
Male  Female 

 
Total 

Tax authorities            

With HM experience 
 

27 11 
 

42 18 
 

48 16 
 

162 

Mean duration of employment 

(SD) 
 

25.3 (9.2) 23.1 (10.7) 
 

26.5 (8.4) 22.4 (8.5) 
 

26.1 (9.1) 24.8 (7.9) 
  

Without HM experience 
 

231 126 
 

134 81 
 

131 73 
 

776 

Mean duration of employment 

(SD) 
 

25.3 (9.7) 19.4 (10.2) 
 
25.6 (10.2) 18.9 (9.6) 

 
24.6 (10.9) 20.5 (10.5) 

  
HM companies            

With HM experience 
 

22 8 
 

. . 
 

29 9 
 

68 

Mean duration of employment 

(SD) 
 

17.3 (9.1) 16.3 (6.3) 
 

. . 
 

19.1 (8.1) 13.8 (8.8) 
  

Without HM experience 
 

15 8 
 

. . 
 

2 0 
 

25 

Mean duration of employment 

(SD) 
 
22.8 (10.2) 12.6 (8.8) 

 
. . 

 
32.5 (10.6) . 

  
Companies without HM            

Knowledge of HM 
 

. . 
 

. . 
 

31 18 
 

49 

Mean duration of employment 

(SD) 
 

. . 
 

. . 
 

19.4 (8.8) 13.5 (9.3) 
  

No knowledge of HM  
 

. . 
 

. . 
 

61 29 
 

90 
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Mean duration of employment 

(SD) 
 

. . 
 

. . 
 
21.6 (11.1) 17.1 (12.3) 

  
Total  

 
295 153 

 
176 99 

 
302 145 

 
1170 

 

Materials 

The survey was administered online in German and consisted of three parts. The first section covered 

personal information and demographics, including gender, years of employment, and the respondents’ positions 

in their organizations. Employees of HM companies and the tax authorities were also asked to indicate whether 

they had practical experience with HM. Employees of nonparticipating companies were asked whether they had 

heard about HM before they received the survey invitation. Second, participants were presented with a free 

association task. In this section, participants were asked to provide up to ten associations that came to their mind 

in response to the term “horizontal monitoring,” followed by the request to rate their own associations as either 

positive, neutral, or negative. The third part of the survey comprised a questionnaire that covered five topics: 

information about HM, attitudes toward HM, identification with HM, skills to handle HM processes, and effects 

of HM. Overall, the questionnaire consisted of thirty items, all of which were phrased as simple statements (see 

table A.1 in the appendix for the full questionnaire). Topics and items were developed in joint discussions with 

tax authorities responsible for implementing HM. Participants were asked to rate each of these statements, 

indicating how much they agreed with them on a Likert scale ranging from 1 (not true at all) to 9 (completely 

true). To prevent arbitrary ratings, participants were given the opportunity to indicate that they did not want to 

answer an item by marking “no answer”.  

All five scales exhibited excellent internal consistency and could therefore be considered to be highly 

reliable (see table 2 for summary statistics). Items for each scale were aggregated to an individual-level mean 

score when at least two out of five or four out of ten items were answered. Only participants for whom we could 

calculate scores for all five scales were included in the subsequent analyses.  
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Table 2: Scales with intercorrelations, internal consistencies, means and standard deviations 

Notes: All correlations are significant at p < .01. 

 

Although the survey followed the same structure for all stakeholder groups, the five scales of the 

questionnaire were adapted for employees of companies not involved in the HM project. To tailor the 

questionnaire to this stakeholder group, we removed all items that implied any degree of involvement in the 

project (item 13 and items 18-23) and added three items, for (a) interest in HM, (b) how well HM would suit the 

participants’ companies, and (c) how much they learned about HM from the invitation to participate in the 

survey (items 31-33). Although we removed a significant number of items from this version of the questionnaire, 

we left in place at least two items per scale in order to provide sufficient information for each scale. 

Additionally, we rephrased all items on the information scale to reflect participants’ familiarity with HM before 

they had been invited to the survey (e.g., “I was already fully informed about horizontal monitoring.”). This was 

necessary because the invitation for nonparticipating companies included a brief description of the HM project.  

Procedure 

The online survey was conducted by the Austrian tax authorities, and all invitations were sent on behalf 

of the head of the pilot project. Employees of the tax authorities and of involved companies (and their respective 

tax advisors) received personal invitations sent by email. In order to restrict access, all personal invitations were 

 Scale 1 2 3 4 Cronbach alpha M (SD) 

1.  Information (5 Items) -    .96 4.45 (2.57) 

2.  Attitude (10 Items) .315 -   .92 5.64 (1.95) 

3.  Identification (5 Items) .429 .773 -  .95 5.62 (2.4) 

4.  Skills (5 Items) .519 .515 .715 - .88 6.07 (2.13) 

5.  Effects (5 Items) .376 .789 .750 .594 .87 5.84 (2.05) 
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limited to one use. Participation in the survey study was voluntary for all invitees. Invitations for non-involved 

companies were sent by letter addressed to the companies’ management staffs. Recipients of these letters were 

asked to forward the invitation to up to ten employees inside the company who were responsible for tax matters.  

Due to the sensitive topic of tax compliance and special concerns about respondents’ anonymity, 

participants’ responses could not be matched across the different survey periods. In the statistical analysis, we 

therefore treated all survey periods as independent samples, and consequently, time effects have to be interpreted 

with particular caution. In order to mitigate this issue, we included participants’ experience with HM and a set of 

control variables in the analysis. 

Results 

The results are presented in three sections. First, we present the analyses of the five scales of the survey. 

The second section presents the analyses of the semantic content of the free associations. In the last section, we 

analyze the differences in the valences of the free associations between the stakeholder groups.  

Analysis of the questionnaire 

We entered the five scales of the questionnaire, information, attitude, identification, skills, and effects, in 

the analyses as dependent variables. Because they captured interrelated concepts (see table 2), we entered the 

five scores into multivariate analyses of variance (MANOVAs) to test for effects on all five dependent variables 

simultaneously.  

The analysis of time effects and practical experience with HM was limited to HM companies and tax 

authorities because only these two groups participated repeatedly in the survey and were able to indicate their 

experience with HM. Regarding the HM companies, only two participants in the second survey period indicated 

having no practical experience with HM, which we considered too small a subsample to be included in one 

comprehensive model. Therefore, we conducted the analyses in three steps, first analyzing the effects for the tax 

authorities, second for HM companies, and third assessing differences between all stakeholder groups 

simultaneously.  
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Regarding tax authorities, in order to test for the influence of practical experience with HM, the 

development of perceptions over time, and a possible interaction between these two factors, we conducted a 

MANOVA with practical experience with HM and the three survey periods as the two independent factors. The 

analysis shows a significant and large2 effect for the factor practical experience (V (Pillai’s Trace) = 0.203, F(5, 

738) = 37.589, p < .001, ηp
2 = .203) but no significant effects for the factor time period (V = .020, F(10, 1478) = 

1.511, p = .129, ηp
2 = .010) or the interaction term (V = .011, F(10, 1478) = 0.806, p = .623, ηp

2 = .005). 

Furthermore, to assess the robustness of the results, we expanded the analysis by three control variables, gender, 

years of employment in the organization, and position (management vs. other) in the organization; including the 

control variables did not substantially change these results (for detailed results see table A.2 in the appendix).  

To further analyze the significant differences between the groups with regard to the five scales, we 

conducted univariate analysis of variance (ANOVA) for each of the five dependent variables using the same 

factors as in the MANOVA. All five scales showed significant differences between experienced and 

inexperienced participants, with experienced participants recording substantially higher scores on all five scales 

(see table 3 for means). Information (F(1) = 170.747, p < .001, ηp
2 = .187) showed the largest effect and 

therefore the clearest differences between participants with and without practical experience, followed by skills 

(F(1) = 89.158, p < .001, ηp
2 = .107), identification (F(1) = 80.610, p < .001, ηp

2 = .098), effects (F(1) = 43.089, 

p < .001, ηp
2 = .055), and attitude (F(1) = 37.780, p < .001, ηp

2 = .048). The results for the univariate analyses are 

presented in table A.2 in the appendix. 

 

Table 3: Descriptive statistics of the questionnaire 

  Tax authorities 

 
 

First period   Second period   Third period   Overall 

 Scale M (SD) N   M (SD) N   M (SD) N   M (SD) N 

                                                 
2 Cohen (1988) considers a (partial) eta squared (η2) of .14 a large effect, a η2 of .06 a medium effect, and a η2 of .01 a small 
effect.  
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W
ith

 H
M

 

Ex
pe

rie
nc

e 

Information 6.88 (2.22) 39 
 

7.14 (1.75) 57 
 

6.87  (1.70) 59  6.97 (1.85) 155 

Attitude 5.81 (2.10) 39 
 

6.51 (1.54) 57 
 

6.27 (1.80) 59  6.25 (1.80) 155 

Identification 6.66 (2.40) 39 
 

6.91 (1.76) 57 
 

6.68 (2.03) 59  6.76 (2.03) 155 

Skills 7.14 (1.60) 39 
 

7.17 (1.45) 57 
 

7.11 (1.46) 59  7.14 (1.48) 155 

Effects 6.46 (2.00) 39 
 

6.71 (1.41) 57 
 

6.59 (1.73) 59  6.60 (1.69) 155 

W
ith

ou
t H

M
 

ex
pe

rie
nc

e 

Information 4.30 (2.21) 275 
 

4.67 (2.20) 168 
 

4.32 (2.03) 150  4.41 (2.16) 593 

Attitude 5.00 (1.84) 275 
 

5.30 (1.80) 168 
 

5.14 (2.00) 150  5.12 (1.87) 593 

Identification 4.90 (2.29) 275 
 

5.14 (2.21) 168 
 

4.70 (2.28) 150  4.92 (2.27) 593 

Skills 5.22 (2.04) 275 
 

5.65 (2.06) 168 
 

5.49 (2.02) 150  5.41 (2.05) 593 

Effects 5.10 (2.03) 275 
 

5.56 (1.90) 168 
 

5.58 (2.06) 150  5.35 (2.01) 593 

O
ve

ra
ll 

Information 4.62 (2.37) 314 
 

5.30 (2.35) 225 
 

5.04 (2.25) 209  4.94 (2.35) 748 

Attitude 5.10 (1.89) 314 
 

5.61 (1.81) 225 
 

5.46 (2.01) 209  5.36 (1.91) 748 

Identification 5.12 (2.37) 314 
 

5.59 (2.24) 225 
 

5.26 (2.38) 209  5.30 (2.34) 748 

Skills 5.46 (2.09) 314 
 

6.03 (2.03) 225 
 

5.95 (2.01) 209  5.77 (2.07) 748 

Effects 5.27 (2.07) 314 
 

5.85 (1.86) 225 
 

5.87 (2.02) 209  5.61 (2.01) 748 

   HM Companies 

  First period   Second period   Third period   Overall 

   M (SD) N   M (SD) N   M (SD) N   M (SD) N 

W
ith

 H
M

 

ex
pe

rie
nc

e 

Information 7.39 (1.32) 25  - -  7.19 (0.96) 31  7.28 (1.13) 56 

Attitude 7.95 (0.95) 25  - -  7.88 (0.91) 31  7.91 (0.92) 56 

Identification 8.08 (1.29) 25  - -  8.04 (1.31) 31  8.06 (1.29) 56 

Skills 8.17 (0.63) 25  - -  8.07 (0.78) 31  8.11 (0.72) 56 

Effects 7.74 (0.80) 25  - -  8.04 (1.11) 31  7.91 (0.98) 56 

W
ith

ou
t 

H
M

 

 

Information 7.19 (0.95) 22  - -  5.80 (3.39) 2  7.07 (1.21) 24 

Attitude 7.50 (1.09) 22  - -  7.05 (2.76) 2  7.46 (1.20) 24 
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Identification 7.90 (1.01) 22  - -  5.10 (5.52) 2  7.66 (1.70) 24 

Skills 7.64 (1.44) 22  - -  4.50 (4.95) 2  7.38 (1.93) 24 

Effects 8.00 (1.14) 22  - -  7.00 (2.83) 2  7.91 (1.27) 24 

O
ve

ra
ll 

Information 7.29 (1.15) 47  - -  7.10 (1.16) 33  7.22 (1.15) 80 

Attitude 7.74 (1.03) 47  - -  7.83 (1.02) 33  7.78 (1.02) 80 

Identification 7.99 (1.16) 47  - -  7.86 (1.75) 33  7.94 (1.43) 80 

Skills 7.92 (1.11) 47  - -  7.85 (1.45) 33  7.89 (1.25) 80 

Effects 7.86 (0.97) 47  - -  7.98 (1.21) 33  7.91 (1.07) 80 

   Companies not involved in HM 

   First period   Second period   Third period 
 

Overall 

   M (SD) N   M (SD) N  M (SD) N 
 

M (SD) N 

O
ve

ra
ll 

Information - -  - -  2.57 (2.23) 111 
 

2.57 (2.23) 111 

Attitude - -  - -  6.43 (1.48) 111 
 

6.43 (1.48) 111 

Identification - -  - -  6.38 (2.00) 111 
 

6.38 (2.00) 111 

Skills - -  - -  6.96 (1.69) 111 
 

6.96 (1.69) 111 

Effects - -   - -   6.40 (1.77) 111 
 

6.40 (1.77) 111 

 

Regarding HM companies, we conducted a simple MANOVA, omitting the subgroup with only two 

participants and testing for differences between the three remaining subgroups: a) first survey period with 

practical HM experience, b) first survey period without HM experience, c) second survey period with practical 

HM experience. The comparison showed no significant differences between the three subgroups (V (Pillai’s 

Trace) = .207, F(10, 144) = 1.665, p = .095, ηp
2 = .104), reflecting that neither practical experience with HM nor 

time had a significant effect. Including the three control variables did not change these results (V = .206, F(10, 

138) = 1.588, p = .116, ηp
2 = .103). 
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Because the results did not differ significantly between the survey periods for any of the stakeholder 

groups, we used a simple MANOVA to compare all stakeholder groups at the most recent survey periods, which 

took place between October 2015 and January 2016 for all participating groups. In order to take the significant 

factor of practical experience with HM into account, we separated the tax authorities into two subgroups, 

resulting in four groups overall: a) tax authorities with and b) without direct practical experience with HM, c) 

HM companies, and d) companies not involved in HM. As expected, overall differences between these 

subgroups were large and significant (V (Pillai’s Trace) = .729, F(15, 1041) = 22.298, p < .001, ηp
2 = .243). We 

therefore conducted ANOVAs for each of the scales, including post hoc group comparisons using Games-

Howell tests.  

All ANOVAs yielded significant results, with the largest effects for information (F(3) = 82.580, p < 

.001, ηp
2 = .415), followed by identification (F(3) = 30.267, p < .001, ηp

2 = .206), attitude (F(3) = 27.037, p < 

.001, ηp
2 = .189), skills (F(3) = 26.948, p < .001, ηp

2 = .188), and effects (F(3) = 16.954, p < .001, ηp
2 = .127); 

including the control variables did not substantially change these results. For information, the post hoc test 

revealed that all subgroups differed significantly from one another (all p < .001), except for participants of the 

tax authorities with practical experience and HM companies’ employees, who felt similarly informed (p = .869); 

inexperienced tax authority employees felt less informed than these two groups, followed by companies without 

HM. The attitude, identification, and effects scales each showed the same pattern in the post hoc tests: All 

groups differed significantly (all p < .05) except tax authority employees with practical experience and HM 

nonparticipating companies, who recorded similar values for the attitude (p = .937), identification (p = .790), and 

effects (p = .913) scales; for these three scales, involved companies showed the highest values and inexperienced 

tax authorities the lowest. Regarding the skills scale, only inexperienced tax authority employees felt 

significantly less qualified than all other groups (all p < .001). Besides this clear difference, participants of HM 

companies had the highest values for skills, significantly differing from companies not involved in HM with the 

second lowest scores (p = .022), but not significantly different from experienced tax authority participants (p = 

.100). Similarly, experienced participants with the second highest values did not significantly differ from non-

HM companies (p = .932). Means for the subgroups are shown in table 3 and illustrated in figure 1. 
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Figure 1: Group means in the last survey period 

Free Associations to the stimulus horizontal monitoring 

Participants generated a wide range of different associations in response to the stimulus term “horizontal 

monitoring” (total number of associations = 4,732, number of different associations = 3,000). Each participant 

entered on average 3.2 associations (SD = 2.9): Tax authorities entered 3.3 (SD = 2.96), HM company 

employees 4.44 (SD = 2.41), and non-HM company employees 2.2 (SD = 2.47), on average.  

In order to analyze this large number of free associations, multiple steps of data processing were 

necessary. In a first step, we simplified the list of associations by correcting spelling mistakes and converting 

associations to nouns where this was possible. In a second step, in cooperation with tax authority employees, we 

inductively developed a categorization system that fit the associations (see table 4). In a third step, four 

independent research assistants (raters A, B, C, and D) categorized the associations along the provided 

categorization system.  
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Initially, each association was rated by two persons independently. After the first round of 

categorization, the agreement between the raters was moderate, expressed by inter-rater reliability statistics 

(Cohen’s kappa) that ranged from 0.47 to 0.60. Subsequently, the pairs of raters met again to discuss all 

inconsistent categorizations and came to a consensus on each initial mismatch; the final categories are displayed 

in table 4. The largest category comprised associations that described aspects of the cooperation with the tax 

authorities, such as partnership, open dialog, and cooperation. Furthermore, associations that described positive 

aspects of HM such as legal certainty, timeliness of decisions, and risk minimization were cited frequently.  

 

Table 4: Categorization of free associations to the stimulus Horizontal Monitoring 

Category HM Company  Tax authority 

Company 

without HM Total 

 With 

experience 

Without 

experience 

 With 

experience 

Without 

experience 

Cooperation 66+ 20  118 426 89+ 719 

Legal/Planning certainty 55++ 25++  67 233-- 88++ 468 

Elements of HM 22 7  55 296+ 29- 409 

Timeliness 32 17++  56 177- 45+ 327 

Scepticism 6-- 0--  41 205++ 14- 266 

Saving of Resources 33++ 18++  44 139- 29 263 

Openness/Transparency 23 17++  71++ 129-- 16- 256 

Tax Compliance 5-- 5  39 165 22 236 

Control 10 1-  17-- 152 41++ 221 

Trust 29++ 6  53++ 129 3-- 220 

Change 10 1-  51++ 114 8- 184 

Support 24++ 5  28 109 15 181 

Extra Resources 9 0-  24 138+ 8- 179 
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Justice 8 2  27 85 12 134 

HM-Development 8 2  25 83 8 126 

Stakeholder 0-- 0-  15 78+ 8 101 

Disapproval 1- 0  9 79++ 0-- 89 

Injustice 0- 0  8 62+ 2- 72 

Lack of Information 1- 0  7 46 8 62 

Corruption 1 0  6 4- 0- 52 

Legal Issues 4 0  7 35 3 49 

Expertise 4 2  7 28 2 43 

Tax Evasion 0 0  0- 21+ 1 22 

Communication problem 0 0  1 9 0 10 

Else 3 1  11 35 8 58 

Total  354 129  787 3018 459 4747 

Note: Superscripts indicate whether a category was named more frequently than expected under the assumption 

of a uniform distribution among the different groups, based on standard residuals  

(+: Z>1.69, ++: Z>2.58, -: Z<1.69, --: Z<2.58).  

 

In order to interpret the results of the free association task, we conducted a correspondence analysis. By 

using the cross-tabulated frequencies of the categorized associations (table 4), this method revealed the 

underlying structure of the data and created a dimensional map of the categories and the subgroups included in 

the analysis (Greenarcre, 2007; Whitlark & Smith, 2001). In this way, we could interpret the dimensions that 

contributed to the implicit attitudes toward HM, allowing us to determine which aspects of HM were perceived 

as most relevant by the stakeholder groups.  
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The result illustrates the positions of the categories on a two-dimensional map (see figure 2). Dimension 

one contributed 58.8% and dimension two contributed 28.8% to the inertia of the model, similar to the amounts 

of explained variance. 

 

Figure 2: Correspondence Analysis with free association categories and stakeholder groups 

 

The first dimension can be interpreted as degree of effectiveness of HM. On the left end of this axis, we 

find terms that refer to positive aspects of HM, such as transparency, saving resources, and legal certainty. On 

the other end of this dimension, we find terms indicating ineffectiveness of HM, such as tax evasion, injustice, 

and corruption; the second dimension can be interpreted as the trust dimension. On the upper end of this 

dimension, we find terms that characterize a trusting relationship between tax authorities and taxpayers, such as 
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trust, change, and transparency. On the lower end of the first dimension, we find terms that describe a 

traditional enforcement relationship, such as control.  

Furthermore, in the correspondence analysis, we could interpret the spatial distances between the points 

belonging to different nominal variables (stakeholder group and category). The closer the points of two different 

variables are in the diagram, the more frequently this combination appeared in the data (Abdi, 2007; Greenacre, 

1991). In figure 1, we see that tax authorities with HM experience are closer to the upper end of dimension one, 

indicating a trusting relationship with the companies in their associations. In contrast, participants from the tax 

authorities without HM experience are closer to associations that indicate mistrust by naming illegal activities 

and HM ineffectiveness such as extra resources, legal issues, and injustice. HM company employees are closer 

to the terms indicating HM effectiveness and a trusting relationship, regardless of their personal experience with 

HM. Companies that are not part of HM have the fewest associations with HM and can be found on the lower 

end of the trust dimension (dimension 1).  

The valence of the associations to the stimulus HM 

Participants were asked to rate their own associations, choosing from negative, neutral, or positive. This 

allowed us—using only one value of valence—to directly compare the groups’ implicit attitudes toward HM. 

This polarity index is expressed by the difference between the numbers of positive and negative evaluations, 

divided by the sum of all evaluations per participant (de Rosa, 1995). The polarity index can range from −1 to 

+1, with negative values indicating more negative attitudes and values closer to +1 reflecting positive attitudes. 

The neutrality index ranges from 0 to +1 and is derived from the sum of neutral evaluations divided by the sum 

of positive, negative, and neutral evaluations for each participant. For a summary of polarity and neutrality 

indices for the stakeholder groups, see table 5.  

Table 5: Neutrality and Polarity indices for the different stakeholder gropus (means and SDs) 

 Tax authorities  HM Companies  Non-HM Companies 
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With 

experience 

N=157 

Without 

experience 

N=662 

 With 

experience 

N=57 

Without 

experience 

N=24 

  

 

N=122 

Polarity 0.51 0.32 
 

0.80 0.87  0.59 
 

(0.57) (0.63) 
 

(0.27) (0.16)  (0.58) 

Neutrality 0.18 0.26 
 

0.13 0.11  0.12 
 

(0.24) (0.30) 
 

(0.15) (0.14)  (0.29) 

 

In order to test for differences in valence between stakeholder groups, we entered the polarity and 

neutrality indices into a 2 (tax authorities and HM companies) × 2 (with and without HM experience) 

MANOVA. We did not consider HM nonparticipating companies in this analysis because the experience with 

HM factor had no meaning for this group. The results show significant differences in the valences for attitudes 

toward HM between the stakeholder groups with regard to polarity and neutrality (F(2, 895) = 15.80, p < 0.001, 

η² = 0.034). We found no effect for either experience with HM (F(2, 895) = 0.49, p = 0.615, η² = 0.001) or the 

interaction between stakeholder group and experience (F(2, 895) = 1.85, p = 0.165, η² = 0.004).  

The univariate results show significant differences between the stakeholder groups for both the polarity 

(F(1) = 29.71, p < 0.001, η² = 0.03) and neutrality (F(1) = 7.77, p = 0.005, η² = 0.009) indices. With regard to 

experience with HM, we found no differences for either of the two indices (polarity: F(1) = 0.638, p = 0.425, η² 

= 0.001, neutrality: F(1) = 0.59, p = 0.441, η² = 0.001). The interaction term showed no significance for either 

index (polarity: F(1) = 2.92, p = 0.088, η² = 0.003, neutrality: F(1) = 1.70, p = 0.192, η² = 0.002).  

The mean polarity indices for the different stakeholder groups were the highest for participants from HM 

companies (M = 0.82, SD = 0.24) and the lowest for participants from the tax authorities (M = 0.35, SD = 0.63), 

especially if they were not directly involved in HM (M = 0.35; SD = 0.63). The indices for groups with 

experience were higher than those for employees without HM experience (see table 6). The neutrality indices 

were highest for tax authority participants (M = 0.24, SD = 0.29), and lowest for HM company participants (M = 
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0.12, SD = 0.15). Overall, polarity and neutrality indices reflect the results obtained in the analyses of attitudes 

toward HM. 

Discussion  

The aim of this evaluation study was to investigate how HM is perceived by different stakeholder groups 

and how prevailing perceptions develop over time. Results from both the questionnaire and the free association 

task show that HM was perceived predominantly positively by the different stakeholder groups, who largely 

confirmed the project’s advertised benefits. However, the results also revealed weaknesses of HM that need to 

be addressed in order to further develop the concept. 

The results of this study demonstrate that companies showed considerably more confidence in HM than 

did tax authority participants, especially if tax officials were not directly involved in HM, and this was true for 

both HM participating and nonparticipating companies. This difference, however, depended largely on tax 

authority employees’ personal experience with HM; whereas in the group of HM companies, all participants felt 

equally qualified for the project and were convinced of its benefits, there was a wide gap between experienced 

and inexperienced tax authority employees: Inexperienced employees not only felt more badly informed about 

the project but also showed greater skepticism toward HM. By contrast, experienced employees were better 

informed, had more trust in their own skills, and held better opinions of HM, similar to those of HM company 

employees.  

These results are well supported by the results from the free association task. The polarity indices clearly 

show that participants from HM companies had the most positive associations regarding the term horizontal 

monitoring, while inexperienced tax officials had the most negative associations. Considering the semantic 

content of the associations and the correspondence analysis in further detail, the differences between groups are 

also apparent in the categories’ frequencies, although the differences are more complex. Trust and transparency, 

for example, regarded as a prerequisites for HM, were most prevalent in HM participating groups and especially 

common in tax authority employees with HM experience, whereas control was most commonly associated by 

nonparticipating. Concerns about corruption, injustice, and tax evasion were most common among tax authority 



Horizontal Monitoring in Austria: Perceptions of Tax Officers and Employees in Participating Enterprises 
 

24 
 
 

employees without HM experience, but economic advantages such as saving resources and legal and planning 

security were predominantly associated by companies. Notwithstanding these differences, all subgroups had 

considerably more positive associations than negative ones, reflecting that all groups had generally positive 

attitudes toward HM.  

Considering the importance of practical experience with HM, a possible selection bias has to be kept in 

mind when interpreting differences between participants with and without HM experience. Tax authority 

employees may have decided to assume responsibility in the project if they were already convinced of their own 

qualifications and the project’s benefits. Of course, the same can be said for companies’ decisions to participate 

in the project.  

Nevertheless, in our results, HM was met with greater resistance within the tax authorities than within 

companies. These findings are not surprising given that implementing cooperative compliance strategies requires 

completely new mind-sets within the tax authorities, which may take time to develop. Furthermore, the idea 

behind HM, and cooperative compliance in general, is to be principle based instead of rule based (J. Braithwaite, 

2005). This concept follows a progressive understanding of tax administration and may appear difficult to 

reconcile with prevailing law for many tax officials. 

Although we would have expected some change in participants’ opinions and knowledge, the 

perceptions captured in the questionnaire did not change over time, yielding almost identical results in the 

separate survey periods. On the one hand, this suggests that positive perceptions formed at the beginning of the 

process were maintained throughout the period of investigation. On the other hand, we remark that 

inexperienced tax authority employees remained considerably less informed and maintained their skepticism 

compared with involved individuals throughout the evaluation period, suggesting a lack of communication and 

education about the project. 

Evidence from other countries that implemented similar approaches to reach cooperative compliance 

shows that proactive change management in form of staff training and commitment is necessary for the projects’ 

success (Van Der Hel-van Dijk & Poolen, 2013). Our results support this view and suggest that change 

management among tax authorities has to be improved in order to promote the acceptance of the new paradigm. 
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These challenges became especially apparent in the free associations, when respondents expressed their concerns 

about corruption, injustice, and skepticism about the project. The fact that tax authority employees who were 

inexperienced with HM showed the most negative values on all scales, in conjunction with the lack of 

improvement over time, suggests that internal communication and education about the HM project need to be 

improved. 

As in other countries that implemented HM, measuring HM efficiency and effectiveness in terms of 

compliance needs to be addressed in future evaluation studies (van der Hel-van Dijk & Pheijffer, 2012; Van Der 

Hel-van Dijk & Poolen, 2013). In this study, we could not control for relationships between companies’ actual 

tax payments and their perspectives on HM. Because of anonymity concerns, we could not match company data 

with survey data or study changes in perceptions in a within-subjects design, which would have allowed us to 

draw more reliable conclusions about changes in perceptions with increasing experience. For instance, we 

cannot exclude that participants who developed less favorable perceptions of HM over time stopped 

participating in subsequent waves of data collection. 

Despite the shortcomings of this study, valuable insights can be gained that should be taken into account 

in the long-term implementation of HM in Austria. We demonstrate that the challenges of a paradigm shift from 

command-and-control to cooperative relationships signify a change in the prevailing mind-set, especially among 

tax authorities. Lack of transparency and the feeling of being poorly informed promote insecurity and skepticism 

and cause distrust and resistance. Therefore, in order to increase HM acceptance and cooperation, especially 

during the critical period of implementation, tax administration staff and company employees need to be fully 

informed about the project, its goals, and its implementation steps. Information must be provided not only to 

employees directly involved in HM but also to stakeholders outside the project in order to promote the paradigm 

shift toward cooperative relationships. 
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Appendix 

 

Table A.1: Questionnaire  

Scale  

Original Items English translation 

Information  

1. I am fully informed about horizontal monitoring. I am fully informed about Horizontal Monitoring. 

2. 
I am familiar with the strategy behind horizontal 

monitoring. 

I am familiar with the strategy behind Horizontal 

Monitoring. 

3. 
I am familiar with the goals of horizontal 

monitoring. 

I am familiar with the goals of Horizontal 

Monitoring. 

4. 
I know the current status of the horizontal 

monitoring project. 

I know the current status of the Horizontal 

Monitoring project. 

5. 
I am familiar with the procedures of the HM 

process. 

I am familiar with the procedures of the HM 

process. 

Attitude  

6. I believe that HM is a good thing. I believe that HM is a good thing. 

7. 
Horizontal monitoring corresponds to the 

zeitgeist. 
Horizontal Monitoring corresponds to the zeitgeist. 

8. 
Horizontal monitoring improves the image of all 

stakeholders. 

Horizontal Monitoring improves the image of all 

stakeholders. 
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9. 
Horizontal monitoring stands for good 

collaboration among all participants. 

Horizontal Monitoring stands for good collaboration 

among all participants. 

10. 
I am convinced that HM facilitates everyone’s 

work. 
I am convinced that HM facilitates everyone’s work. 

11. 
The benefits of horizontal monitoring are 

overrated. 

The benefits of Horizontal Monitoring are 

overrated. 

12. 
The cooperative partnership contradicts 

professional ethics. 

The cooperative partnership contradicts the 

professional ethics. 

13. Too many resources are spent for the HM project. Too many resources are spent for the HM project. 

14. 
Horizontal monitoring cannot prevent lengthy tax 

audits. 

Horizontal Monitoring cannot prevent lengthy tax 

audits. 

15. 
I doubt whether tasks related to HM can be 

carried out in a timely manner. 

I doubt whether tasks related to HM can be carried 

out in a timely manner. 

Identification  

16. 
I strongly identify with the goals of horizontal 

monitoring. 

I strongly identify with the goals of Horizontal 

Monitoring. 

17. 
I believe my values are compatible with the 

horizontal monitoring project. 

I believe my values are compatible with the 

Horizontal Monitoring project. 

18. 
I am proud to be part of a process in which all 

participants are regarded as partners. 

I am proud to be part of a process in which all 

participants are regarded as partners. 

19. 
I am happy to contribute to the success of 

horizontal monitoring.  

I am happy to contribute to the success of 

Horizontal Monitoring.  

20. 
I regard HM as an enrichment of my day-to-day 

work. 

I regard HM as an enrichment of my day-to-day 

work. 
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Skills  

21. 
I feel qualified for an active participation in 

horizontal monitoring. 

I feel qualified for an active participation in 

Horizontal Monitoring. 

22. 
My professional expertise and know-how 

concerning horizontal monitoring are up to date. 

My professional expertise and know-how 

concerning Horizontal Monitoring are up to date. 

23. 

I prefer to cooperate with all stakeholders in the 

horizontal monitoring process, instead of 

working alone in tax audits. 

I prefer to cooperate with all stakeholders in the 

Horizontal Monitoring process, instead of working 

alone in tax audits. 

24. 
I feel confident working professionally in the 

horizontal monitoring process. 

I feel confident working professionally in the 

Horizontal Monitoring process. 

25. 
I like working in teams, as it is intended in 

horizontal monitoring. 

I like working in teams, as it is intended in 

Horizontal Monitoring. 

Effects  

26. 
I am convinced that horizontal monitoring 

increases tax compliance. 

I am convinced that Horizontal Monitoring 

increases tax compliance. 

27. 
I am convinced that all participants in horizontal 

monitoring disclose all relevant documents. 

I am convinced that all participants in Horizontal 

Monitoring disclose all relevant documents. 

28. 

I am convinced that in horizontal monitoring the 

tax authorities give accurate information in a 

timely manner. 

I am convinced that in Horizontal Monitoring the 

tax authorities give accurate information in a timely 

manner. 

29. 

Companies benefit from establishing and 

developing internal tax control frameworks in 

cooperation with the tax authorities.  

Companies benefit from establishing and 

developing internal tax control frameworks in 

cooperation with the tax authorities.  
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30. 
Horizontal monitoring provides legal and 

planning security for all stakeholders. 

Horizontal Monitoring provides legal and planning 

security for all stakeholders. 

Additional items for companies without HM  

31. 
I have learned something new about horizontal 

monitoring from this survey’s invitation. 

I have learnt something new about Horizontal 

Monitoring from this survey’s invitation. 

32. I am very interested in horizontal monitoring. I am very interested in Horizontal Monitoring. 

33. 
Horizontal monitoring would be very suitable for 

my company. 

Horizontal Monitoring would be very suitable for 

my company. 
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Table A.2: Effects of time and experience for the tax authorities  

 Multivariate Effects (MANOVA) 

 Without control variables  With control variables 

Independent variable V F (df) p ηp²  V F (df) p ηp² 

Period .020 1.511 (10, 1478) .129 .010  .021 1.543 (10, 1472) .118 .010 

Experience .203 37.589 (5, 738) < .001 .203  .176 31.438 (5, 753) < .001 .176 

Period*Experience .011 0.806 (10, 1478) .623 .005  .011 0.807 (10, 1472) .622 .005 

Gender - - - -  .009 1.408 (5, 753) .219 .009 

Position - - - -  .063 9.842 (5, 735) < .001 .063 

Employment - - - -  .004 0.591 (5, 735) .707 .004 

 Univariate Effects (ANOVA) 

 Without control variables  With control variables 

Independent variable Dependent variable F (df) p ηp²  F (df) p ηp² 

Period Information 1.203 (2) .301 .003  1.379 (2) .252 .004 

 Attitude 2.786  (2) .062 .007  2.859 (2) .058 .008 

 Identification 1.032  (2) .357 .003  0.976 (2) .377 .003 

 Skills 0.521  (2) .594 .001  0.642 (2) .527 .002 

 Effects 1.399  (2) .247 .004  1.589 (2) .205 .004 

Experience Information 170.747 (1) < .001 .187  140.136 (1) < .001 .159 

 Attitude 37.780 (1) < .001 .048  32.637 (1) < .001 .042 

 Identification 80.610 (1) < .001 .098  70.078 (1) < .001 .087 

 Skills 89.158 (1) < .001 .107  75.316 (1) < .001 .092 

 Effects 43.089 (1) < .001 .055  35.621 (1) < .001 .046 

Period*Experience Information 0.031 (2) .969 < .001  0.068 (2) .935 < .001 



Horizontal Monitoring in Austria: Perceptions of Tax Officers and Employees in Participating Enterprises 
 

34 
 
 

 Attitude 0.491 (2) .613 .001  0.503 (2) .605 .001 

 Identification 0.129 (2) .879 < .001  0.172 (2) .842 < .001 

 Skills 0.426 (2) .654 .001  0.417 (2) .659 .001 

 Effects 0.317 (2) .728 .001  0.268 (2) .765 .001 

Gender Information - - -  2.616 (1) .106 .004 

 Attitude - - -  0.358 (1) .550 < .001 

 Identification - - -  0.018(1) .893 < .001 

 Skills - - -  1.690 (1) .194 .002 

 Effects - - -  1.024 (1) .312 .001 

Position Information - - -  47.881 (1) .000 .061 

 Attitude - - -  2.006 (1) .157 .003 

 Identification - - -  5.561 (1) .019 .007 

 Skills - - -  8.997 (1) .003 .012 

 Effects - - -  6.290 (1) .012 .008 

Employment Information - - -  0.310 (1) .578 < .001 

 Attitude - - -  0.574 (1) .449 .001 

 Identification - - -  0.187 (1) .666 < .001 

 Skills - - -  0.035 (1) .851 < .001 

 Effects - - -  0.083 (1) .774 < .001 

Notes: V… Pillai’s Trace, ηp²… partial eta squared 
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