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ABSTRAKT

Provedeny vyzkum ved! k vyvoji indexu kvality spravy
dani, ktery charakterizuje atraktivitu dafiového systému
zemé, z pohledu darového poplatnika. Vypocet navr-
hované indexu pro Ukrajinu a skupiny zemi stfedni a
vychodni Evropy umoznil identifikovat zlepseni kvality
danové spravy ve vech sledovanych zemich a zjistit
sblizovani trovné kvality spravy dani. Provedené vypo-
¢ty pro stanoveni spojeni mezi kvalitou dafiové spravy a
pohybem mobilnich vyrobnich faktor( umoznily identifi-
kovat existenci dlouhodobého dopadu na kvalitu spravce
dané o dariové konkurenceschopnosti zemé. To dokazu-
je vyznam kvality dariové spravy jako nastroje pro rozvoj
strategie darové soutéze.

Klicova slova:

pfimé zahranicni investice, mobilni vyrobni faktory, spra-
va dani, danova konkurence, danova politika, darova
konkurenceschopnost zemé

ABSTRACT

Conducted research led to development of a tax admin-
istration quality index, which characterizes the attractive-
ness of the tax system of country from the standpoint
of the taxpayer. Calculation of the proposed index for
Ukraine and group of countries of Central and Eastern
Europe allowed to identify improving the quality of tax
administration in all surveyed countries, and to detect
the convergence of the level of quality of tax administra-
tion. Calculations performed to determine the connection
between the quality of tax administration and the move-
ment of mobile factors of production allowed to identify
the presence of long-term impact of the quality of tax
administration on tax competitiveness of country, which
proves the relevance of the use of the quality of tax ad-
ministration as a tool for development the strategy of tax
competition.

Keywords:

foreign direct investment, mobile factors of production,
tax administration, tax competition, tax policy, tax com-
petitiveness of country

JEL Classification:
E22, E62, H31, H32
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INTRODUCTION

With the growth of the integration of national economies
there takes place an increase in the mobility factors of
production which creates a background for intensifi-
cation of the tax competition between countries for the
movement of tax bases. The researches, conducted by
P. Enss (2008), G. Fernandez (2001), J. Wilson (1999) al-
low noting that the reducing of the tax burden as a tool of
increasing the attractiveness of the tax system is chara-
cterized by limitations because it can lead to a change in
a positive effect on the negative. That is why the urgency
of using the new directions of an increase the competiti-
veness of national tax systems, including the quality of
tax administration which is noted by S. Matthews (2011)
as one of key parameter of country's competitiveness.

Construction of optimal tax administration system should
provide achievement of the objectives of the various
subjects of tax process because for the taxpayer the
important factor is not only the level of the tax rates but
also the simplicity of procedure of paying taxes which
affects the attractiveness of choice of the country of tax
registration in the context of international tax competi-
tion. For the state, represented by the tax authorities,
primary tasks are to ensure completeness of the total
tax revenues which are paid to the different levels of a
budget within a single country.

Thus, the aim of this article is to define the indicator of
tax administration quality and research its impact on
the tax competitiveness in terms of growth of tax bases
through movement of mobile factors of production.

1. Theoretical approaches to the evaluation
of tax administration system and its role
in a tax competition

In a result of analysis of scientific literature that con-
cerns of the evaluation of tax administration system it's
necessary to highlight that most of publications devoted
to the development of theoretical approaches to the
comprehensive assessment of the tax administration
system efficiency, including both quantitative and qua-
litative criteria.

In the context of definition the main targets of tax autho-
rity development we should pay attention on the Princi-
ples of Good Tax Administration, developed by OECD
(2001), which provide that the increased of the effective-
ness of tax administration should occur in a complex of
several areas - relationship with taxpayers, relationship
with employees of tax authorities, cooperation with other
tax and non-tax organizations, development and adapta-
bility of tax administration work. Consideration of these

principles in a process of improvement of the tax admi-
nistration system allows balancing the related persons'
interests to obtain long-term effects for the national tax
system and country economy as a result.

Existing theoretical approaches to the estimation of tax
administration quality provide its evaluation as a compo-
nent of national tax system efficiency. The main indica-
tors being proposed by different scientists for diagnosis a
level of tax system administration activity are aggregated
into Table 1. Analyzing the presented approaches, it is
worth mentioning their complex character, which allows
assessing the activities of tax authorities from the positi-
ons of various participants of the tax process.

In particular, we pay attention the concept, created by J. Gill
(2000 for the assessment of revenue administration work,
which provides diagnostic in seven areas. In a context of
each direction author defines the possible disadvantages
and offers solutions to elimination of indicated problems.
It is necessary to highlight that J. Gill's concept has rather
theoretical character, so it cannot be used for quantitative
estimation of tax administration system activity.

G. Jakstonyté, L. Giridnas (2011) propose to evaluate
the tax administration system efficiency by three groups
of indicators: taxpayer indicators (8 components), tax
administrator indicators (4 components) and legislative
base indicators (6 components). Calculation the values
of indicators included in this approach allows determi-
ning problems in key areas of the tax system develop-
ment in a context of providing of completeness of tax
revenue, so it has macroeconomic orientation.

The proposals developed by I. Skackauskiené (2010)
for the formation of tax system evaluation model, include
the group of indicators for estimation of directly tax admi-
nistration system functioning, that concerns both qualita-
tive and quantitative parameters and allow evaluating, in
the first place, taxing authority work.

A key disadvantage of existing theoretical approaches
in terms of opportunities of their practical application is
the complexity of calculations and limited disclosure of
statistical information about the activities of tax autho-
rities, which leads to necessity of development of more
available methods to determine the tax administration
system quality. Besides, taking into consideration that
the main task of our research is estimation of the quality
of tax administration in a context of tax competition, it is
advisable to concentrate on the evaluation of tax admi-
nistration from the perspective of taxpayers.

Increasing the integration processes and the develop-
ment of innovative technologies in the global economy
leads to a blurring of boundaries and increasing mobility
of factors of production that provokes interstate compe-



tition for expanding their sources of income, resulting in
changes in national laws in facilitating business. Phe-
nomenon of tax competition provides the development
economic methods of attracting foreign source income.

The study of scientific studies on the analysis of intersta-
te tax competition models suggests that using tax rates
to increase tax competitiveness of country is limited,
therefore other factors are emerging as instruments of
tax competition. Table 2 presents the instruments of tax
competition in condition of mobility different factors of
production, that non concern the reducing on tax rates,
identified by researchers.

The conducted researches revealed the relevance of the
use of different tools in order to increase the attractive-
ness of the country in the process of interjurisdictional
tax competition. In particular, we note the results obtai-
ned by D. Wildasin (1988), R. Gordon, G. Wilson (2002)
that prove the existence of influence the effectiveness of
fiscal policy on the movement of mobile factors of pro-
duction such as labor and capital. These results confirm
urgency studying the role of quality of tax administration
in improving tax competitiveness of country.

2. Determination of relationship between
tax administration quality and attractiveness
of the tax system of Ukraine in the context
of tax competition

In order to determine the feasibility of using the quality of
tax administration as a tool of international tax competiti-
on, itis necessary to research its relationship with indica-
tors of the dynamics of mobile tax bases for one country
economy (partial analysis of tax competition), what was
realized on example of Ukraine. As mobile factors of pro-
duction was chosen several indicators — total amount of
foreign direct investment in Ukraine, the total number of
taxpayers in the country (that determine the fluctuation
of the tax base for the taxation of income, profits and
capital) and net interstate migration (a factor of change
of the dynamics of the tax base for the taxation of labor).

Table 2: Using the instruments of tax competition, different
from tax rates, described in scientific research

'A. Haufler, |. Wooton (2007) o
- D. Wildasin (1988)
R. Gordon, G. Wilson (2002)

R Gordon, G. Wilson (2002)

Source: composed by authors' based on [4],[5],[7],[14]
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Table 1: Scientific approaches to the assessment
of tax administration system
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Evaluation tax administration
quality by taxpayers

The quality of the tax administration system is pro-
posed to evaluate by calculating the integral index. In
the context of this research primary importance have
determining the quality of the tax administration system
from the standpoint of the taxpayer, which leads to the
selection of indicators for evaluation. To calculate the
integral index of quality of tax administration in Ukraine
were nine indicators chosen according to the available
statistical information of the Tax Service of Ukraine and
the World Bank. Indicators, chosen for the calculation of
the integral index, were divided into two groups, one of
which summarizes the qualitative parameters of the tax
administration system, and the other includes quantitati-
ve indicators (see Table 3).

The first group of indicators includes two criteria that
characterize the quality of the tax administration in terms
of taxpayers and employees of tax authorities. Calcula-
tion of these indicators based on the results of survey
conducted among these subjects. The first indicator is
constructed as the average level of evaluation of tax

administration from taxpayers position — activities of
tax authorities; the current system of taxation; changes
in the relations between taxpayers and tax authorities,
which generally illustrates the overall level of satisfacti-
on of taxpayers to the conditions of taxes payment. The
second indicator is constructed as the average level of
evaluation of internal organization of the tax administrati-
on system by tax authorities employees on the following
criteria — content, organization and working conditions;
cooperation and exchange of information; management
activities; staff development, that reflects the quality of
internal management of the tax authorities and available
potential for their development to the fullest possible ful-
fillment tasks. It should be noted that all indicators of this
group have a direct connection with integral inde, i.e.,
their growth has a positive effect on improving the quality
of the tax administration system.

The second group of indicators includes quantitative cri-
teria that characterize the process of tax administration.
First of all, there is the number of hours spent by taxpa-

Table 3: Characteristic of the main indicators of tax administration quality index

Average value of estimation tax administration system

by the criteria of tax authorities work, simplicity of the tax
system of the country and changes in the relationship

State Fiscal Service of Ukraine

between taxpayers and tax authority

Time in hours per year for preparing and paying
corporate income tax, value added tax, payroll taxes and

social security contributions

Total number of overdue tax declaration to the total

Share of overdue tax

x number tax declaration submitted in time ratio in the
declarations

country

Number of unscheduled tax Total number of unplanned tax inspections conducted in
audits the country during the fiscal year

Total amount of debt collected during the fiscal year to
the gross revenue collections for all taxes administered

Share of tax debt in tax revenue State Fiscal Service of Ukraine

Sources: composed by authors’ used [12], [13]
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yers to prepare and pay taxes, which should be minimal in
terms of transparent and simple tax administration system
and the number of tax payments during the year, reducing
the value of which also suggests simplifying the process
of paying taxes for payers. Indicator of overdue and ti-
mely submitted tax declarations ratio reflects not only the
tax culture of taxpayers, but also the simplicity of dec-
laration forms and availability the information about the
necessity and deadline of the submission for taxpayers,
accordingly, its reduction is a characteristic of good tax
administration. Indicators of scheduled and unscheduled
tax inspections reflect the level of administrative burden
for taxpayers; in addition, the number of audits characte-
rizes grounds for the tax authorities doubt tax laws com-
pliance by taxpayers. Perfect system of tax administration
provides reducing the values of these indicators. Indicator
number of lawsuits of taxpayers to invalidate decisions of
tax authorities reflects the level of incompetence of the
tax authorities in the implementation of the tax, and the-
refore its reduction positively characterizes system of tax
administration. The indicator of the amounts of additional
accruals, penalties and forcibly collected tax debt in the
amount of tax revenue as an indicator of the quality of
the tax administration has reduced, because of its perfect
condition provides timely recovery of tax liabilities and
penalties should have not fiscal but regulatory character.

Indicators which are taken into account in the construc-
tion of the tax administration quality index, are characte-
rized by different units of measure, so it is necessary to
normalize indicators for the calculations. For the norma-
lization of indicators was used a minimax method. This
method allows taking into account the multidirectional the
impact of indicators for change of the integral tax admi-
nistration quality index and neutralizing the impossibility
of determining the optimal level of majority indicators.
Using of which methods provides separation of indicators
on the stimulants, growth of which leads to an increase
in the integral index (in this research stimulants are the
indicators belonging to the first group) and destimulants,
the growth of which causes a reduction of the integral
indicator (indicators of the second group).

Normalized values of indicators, which are stimulants
calculated by the formula:

i X = Xrin (1)
i X —X
where x, = current value of the indicator,

i

maximum value of the indicator in the
sampling of data,
= minimum value of the indicator in the
sampling of data.

“max

b
min

Accordingly, to calculate the normalized values for indi-
cators, which are destimulants used the formula:

P ™%
—— )

The dynamics of the tax administration quality index in
Ukraine calculated by summation of the normalized valu-
es of indicators during analyzing period is presented on
Figure 1. It should be mentioned that as a result of appli-
cation of the normalization of indicators take the value 1
in the period in which their level is best in terms of quality
of tax administration and 0, in year which he recorded
the worst value, so maximal level of tax administration
quality index may be 9 and minimal level may be 0.

Figure 1: Dynamics of the tax administration quality index in
Ukraine during 2005-2013

— w0

2005 2006 2007 2008 2009 2010 2011 2012
Years

~a~Tax admitstration guahity index

/“*"’f

2013

Source: Authors’ calculations

Analyzing the dynamics of the calculated index, we can
conclude the gradual simplification of tax administration
in Ukraine from the standpoint of the taxpayer. The most
significant results in this direction were observed period
2011-2013, which is probably connected with adoption of
the Tax Code and simplification of the tax administration
procedure especially at the legislative level.

In order to study communication of tax administration
and indexes of the functioning of the country in the con-
text of tax competition the correlations between the tax
administration quality index and economic development
indicators that have an impact on the dynamics of tax
bases in the country was calculated (Table. 4).

Table 4: Results of calculation of correlation between the tax
administration quality index and parameters, which determi-
ne of the dynamics of tax bases

uality

Foreign Di:(éct Investments “0,8820
‘Number of Entities 08569
Migration Balance 0,8088

Source: Authors’ calculations
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Thus, it was discovered that increasing the quality of
tax administration in Ukraine is closely related to the
increase in foreign direct investment (which determines
the expansion of economic activity of legal entities and
respectively the growth of the tax base and tax payments
to the government). Also it is increasing the total number
of entities (increase the number of registered taxpayers
is a prerequisite for the growth of tax revenues) and the
inflow of population in Ukraine (which generate more tax
revenues from personal income tax).

The received results allow putting forward a hypothe-
sis that the presence of impact of the quality of tax
administration on the mobility of factors of production
in conditions of tax competition. In order to study the
hypothesis, takes actuality of cross-country analysis to
identify the role of tax administration as a tool of tax
competition.

3. Determining the impact of the tax administrati-
on quality on the distribution of foreign direct
investment in Central and Eastern Europe

Cross-country evaluation allows at the same time to
evaluate the interaction of the tax administration system
in several countries in terms of its tax competitiveness
(complete analysis of tax competition consequences).

For analysis purpose there was formed the selected of
panel data for 10 countries of Central and Eastern Euro-
pe, which are close in terms of economic development,
and therefore are the competitors to attract mobile tax
bases (Bulgaria, Czech Republic, Estonia, Hungary,
Latvia, Lithuania, Poland, Romania, Slovak Republic,
Ukraine) for the period 2005-2013 years.

Figure 2: Dynamics of the tax administration quality index in
Central and Eastern Europe during 2005-2013

——Bulzaia
et Latt 1 Lithuanta
------- Slovak Repubic

SO coscihd
2008 2006 2007 2008 2009 2000 2011 2012 2013

Yaars
—a—Czech Republic s Estonia
——Polan

——Hungary
——Romania
ekt
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Source: Authors' calculations

According to available statistics, tax administration
quality index was based on the three indicators - the
number of hours spent by taxpayers to prepare and
pay taxes, the amount of tax payments during the year,
the ratio of the amounts of additional accruals, penal-
ties and compulsorily collected tax debt to the amount
of tax revenue. Source of statistical information for two
first indicators is a World Bank, while the calculation
of share of tax debt in tax revenue based on OECD
data. Normalization of indicators was conducted using
the formula 2 to determine the maximum and minimum
values of indicators in total for the aggregate countries
data for the period of research in order to consideration
not only the dynamics of the indicator, but also the level
of its differentiation between countries.

The estimated value of the correlation between the
tax administration quality index which was calculated
for Ukraine on the basis of three indicators and pre-
calculated index of quality of tax administration based
on nine indicators is 0.9142. This demonstrates the
ability of reduced index, fully represents the functio-
ning of the tax administration system. The dynamics
of the calculated tax administration quality index for
the researched countries is presented on Figure 2.

Analysis of the calculated values of the tax admi-
nistration quality index for the sample of researched
countries allows us to highlight that the highest value
of the index among the countries has Estonia, and
its fluctuations during the observed period are insig-
nificant. In addition, the consistently high level of the
quality of tax administration for entities-taxpayers is
registered in such countries as Lithuania, Hungary,
Latvia and Poland. Comparatively high values of the
researched indicator are shown by such countries
as Czech Republic, Bulgaria and Slovak Republic,
however, the presence of more dynamic changes of
the tax administration quality index is observed in the-
se countries. Ukraine and Romania are characterized
by the lowest level of the researched index, howe-
ver, an upward trend of index during the observation
period is positive. The revealed trend of researched
index allows us to make a conclusion that there is an
activation of the convergence processes in tax ad-
ministration systems of selected countries during the
period of observation.

At the same time, comparing trends in the levels of
indicators, which are components of tax administra-
tion quality index (see Appendix), can note that the
number of hours to prepare and pay taxes is lowest
for such countries as Estonia, Lithuania, Romania,
Slovak Republic. The most positive values of the
number of tax payments observed in Estonia, Latvia,
Lithuania, Hungary and the Czech Republic, while the
lowest level of tax debt ratio to total tax collections is



typical for Estonia, Poland, Hungary and the Czech
Republic. These tendencies suggest that the pro-
cess of improvement of tax administration concerns
different aspects in some countries that confirm the
necessity of comprehensive assessment of tax admi-
nistration quality.

Taking into consideration the fact that the indicators,
which are included in the calculation of the tax ad-
ministration quality index in the case of Central and
Eastern European countries are characterized, first of
all, through the impact on the conditions of business
entities operation, it is appropriate to determine the
role of the tax administration quality in the process of
country’s tax competitiveness on the base of the asse-
ssment of tax administration impact on the process of
mobile capital movement and allocation.

The resulting indicator, which reflects the mobility of tax
bases between the countries in this research, is the sha-
re of foreign direct investments received by a separate
country in total volume of direct foreign investments in
the set of countries in the context of the studied years.
This parameter illustrates the final result of tax competi-
tion between countries for mobile capital.

Taking into consideration existing differences
between countries surveyed in terms of orientation
to foreign economic activity (level partnerships and
economic relations with other countries), as control
variables in the model included an indicator of trade
openness, which was calculated as a share the total
volume of exports and imports goods and services
in GDP according to the methodology of the World
Bank.

For assessment of tax administration quality influence
on capital movement in Central and Eastern Europe
used autoregressive distributed lag model (ARDL),
for calculation that was chosen pooled-mean group
estimator (PMG), which allows identifying long run
common effect for the group of countries and average
effect in the short run. This instrument is optimal for
analysis of the relationship between variables that
change over time in the context of groups (in these
case countries) which have individual characteristics
that may determine the factor variable fluctuation.
Process of evaluation was realized using Stata soft-
ware. The results of estimation long-run and short-run
common effects for Central and Eastern Europe coun-
tries are presented in Table 5.

The results of calculations allow identifying a statistically
significant positive impact of increasing the quality of tax
administration to the growth of the share of FDI in Cen-
tral and Eastern Europe in the long run. Openness of
the economy is a factor which intensifies demonstrated

Table 5: The results of estimation tax administration quality
index influence on foreign direct investment distribution in
Central and Eastern Europe

| Impact on foreign direct investment distribution

0,0708"

administration (6,37)

quality index
e
_openness

Note: t-statistics are in parentheses. *** indicates significance at the 1% level

Source: Authors' calculations

effect. Therefore, we can make a conclusion that in the
process of developing a strategy increasing the tax com-
petitiveness of the country should take into account both
tax and non-tax factors of the national economy functio-
ning. At the same time, the estimation of short-term com-
mon effect for the investigated group of countries is not
allowed to get statistically significant results, confirming
the fact that the result of the improvement of the tax ad-
ministration system is deferred in time, so this parameter
of tax system as an instrument of tax competition has
rather strategic than tactical character.

The chosen estimator allows also evaluation of the short-
term impact of quality of tax administration on the distri-
bution of FDI by countries (see Table 6).

Calculation results show the statistically significant re-
lationships only in certain countries (Czech Republic,
Estonia and Romania). Pay attention to the fact that
the identified relationships demonstrate the negative
impact of the tax administration quality on the share of
foreign direct investment into the country. This makes
it possible to conclude that, first, owners of capital
make decisions about its investing not only based on
easing of tax administration process, but they take
into account also other factors of attractiveness of a
country for investment (for example, Estonia is a leader
by the level of the tax administration quality index, but
receives enough low share of FDI in relation to other
countries in the study group); secondly, changes of the
tax administration system in the short term may have
a negative effect from the standpoint of taxpayers who
era aware of this process as instability of the tax sys-
tem (during the analyzed period in Czech Republic and
Romania fairly significant changes in values of some
indicators, which are included in the calculation of the
tax administration quality index is observed).
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Table 6: The results of estimation of tax administration qua-
lity index influence on foreign direct investment distribution
in Central and Eastern Europe by countries in a short term

Tax administration
quality index

on
-0,7150***

Tax Iadr.nlnlslratlon 50830
quality index

00110

Tak administréiiéﬁ

quality index 0.3390 ‘

" 00003

Tax administration
quality index

- Tax administration
quality index

- Tax administration
uality index

_ Taxadministration
- quality index

Trade openness

Tax administration
quality index

Note: t-statistics are in parentheses. *** indicates significance at the 1%
level; ** indicates significance at the 5% level
Source: Authors' calculations
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Conducted research allows asserting the important role
of the quality of tax administration as a tool of tax compe-
tition. Taking into consideration the long-term impact of
tax administration quality index on the distribution of FDI,
its implementation should be in the context of the develo-
pment of the tax competitiveness strategy of the country.

CONCLUSIONS

Strengthening the role of tax competition between coun-
tries increases the relevance of search for new instru-
ments for attracting mobile factors of production, one
of which is the system of tax administration that can be
assessed from the standpoint of the various participants
of the tax process. Existing theoretical approaches to the
evaluation of tax administration provide its comprehen-
sive assessment that characterizes the system of tax
administration by its general efficiency for the national
economy of the country. But according to the purpose
of the research more interesting is the quality of tax ad-
ministration for taxpayers because it can be a factor of
influence on decision making about choosing the country
for work or business activity.

Consequently there is the necessity of development of
an integrated tax administration quality index, which is
based on the assessment of the factors that characterize
the simplicity, transparency and fairess of tax adminis-
tration to taxpayers and further evaluation of its impact
on the movement of mobile factors of production. The
practical application of the developed index provides
partial and complete analysis according to the basic ne-
aclassical model of tax competition.

Partial analysis was conducted for Ukraine. The calcu-
lations for Ukraine predicted determining the dynamic
performance, which includes nine indicators that chara-
cterize different aspects of the relationship of taxpayers
and tax authorities. Discovered trend of the calculated
values led to the conclusion of a gradual increase in the
quality of tax administration. This trend also indicates an
increase of attractiveness of the national economy of
Ukraine for economic activity. Detected thesis confirmed
the calculated values of correlation coefficients with the
following indicators — migration balance (0,8088), num-
ber of entities (0,8569), amount of FDI (0,8820), which
indicating the presence of statistically significant positive
relationship between the growth of the quality of tax ad-
ministration and increasing the volume of mobile factors
of production placed in Ukraine.

Partial analysis cannot adequately define the role of
specific factors in increasing the volume of factors of
production in the country, because the considered ove-
rall effect takes into account the general conditions for
economic activity. Therefore to verify the significance of



obtained results there was conducted a complete analy-
sis for a set of countries of Central and Eastern Europe.
Taking into account the available statistics, the number
of indicators that are included to the tax administration
quality index, was reduced to three, which, however, did
not lead to a reduction of its informality (level of corre-
lation between the two indexes calculated for Ukraine
amounted to 0,9142). Used method of index calculation
provides a gradation of its level both in terms of period
and by the countries that allows analyzing the total dyna-
mics of the sample.

The calculation results allowed concluding the conver-
gence of the quality of tax administration in Central and
Eastern Europe, which may be both a result of the ge-
neral development of integration processes and harmo-
nization of tax legislation and the consequence of tax
competition. This analysis of the dynamics of normalized
values of the components of general index demonstrates
the presence of significant differences between countries
concerning some aspects of simplification the process of
tax administration. It also can be a factor of influence on
decision making of taxpayers according to their priorities.

Assessing the impact of the tax administration quality in-
dex on the movement of mobile production factors in the
countries of Central and Eastern Europe was conducted
using a share of foreign direct investment attracted to
separate country, as the resulting indicator, in the total
foreign direct investments received by a sample of the
same period. As the method of assessment was chosen
pooled-mean group estimator (PMG), which allows de-
tecting common long-term and short-term effects for the
group of countries. In a result of evaluation there was
found that in the long term the growth of the tax admi-
nistration quality index in the country by 1% leads to the
increase the share of foreign direct investments attracted
in its economy by 0,07% on average, which indicates the
relevance of consideration the tax administration as an
instrument of tax competition in a process of developing
strategies of the state tax system.

Note that in the short term period the impact of the qua-
lity of tax administration on attracting mobile capital is in-
significant for countries as a whole, however, the results,
obtained for individual jurisdictions show a negative co-
rrelation, which creates reason to assert that improving
the tax administration system has to be conducted with
the development of other factors. Changes in legislation
and administrative procedures should be systematic and
consistent in order to avoid violation of the stability of the
tax system as a whole.
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