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D The article is devoted to an analysis of the main motivations forming decisions by economic agents on the usage of offshores in their economic
activity were stated. The main goals of economic agents among such as tax minimization, protection from political and currency risks. Also main
lines of offshore influence on national economy and especially on economic agents were outlined. In research we used theory of behavioral
finances as basics of economic agents decision reasoning. Also we used Google Trends to find linkage between information activity and offshore
interest among users of Internet. We found that searches on key words with direct offshores (Cyprus) has cyclic nature and low level of information
influence meanwhile key words “offshore” in English, Russian and Ukrainian has high level of information influence - lots of information materials
in media provokes peak in searches. But between information peaks searches that contain key word “offshore” sounds like “register offshore
company’; “buy ready offshore company’; “offshore schema’. So we made assumption that searches with stated keywords during information
calmness have orientation on solving of practical problems in economic activity of companies.
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D Cmammio npucgaYyeHo 3'ACy8aHHI0 OCHOBHUX MOMUBAYil, o4ikysaHb ma hakmopie 8nusy Ha pilieHHA eKOHOMIYHUX deeHmig Wooo
BUKOpUCMAHHSA 0ghuiopia y 20cnoddpcbKili OismeHocmi. Y x00i docnioxeHHsA 8UGiNeHO OCHOBHI YiNli eKOHOMIYHUX a2eHmi8, 00CAZHEHHSA AKUX
NJIGHYEMbCA Yepe3 8UKOPUCMAHHA oguiopis, ceped AKUX MiHIMI3ayis No0amKo8o20 mucky, 3axucm 8io NoIMUYHUX Ma 8aI0MHUX PU3UKie
mouwjo. BoOHouac 8udineHo 0CHOBHI HaNPAMKU 8nUBY 0(hLIOpi8 Ha eKOHOMIKY 8 UiToMy Ma Ha OKpeMUX eKOHOMIYHUX azeHmi8 AK CKnaoosy
HayioHaneHoi ekoHOMIKU. 3acmocosaHo meopito nosediHKosuX GhiHaHcis Ak 6asuc 01 06rpyHMY8aHHA ohuwopu3ayitiHuX pitueHb eKOHOMIYHUX
azeHmie ma3acmocosaHo cmMamucmuyHuUl aHani3 019 BUABJIEHHSA 3auikageHocmi Kopucmysadie I[HmepHemy, y momy Yucsi t ekoHOMIYHUX
azeHmis y numarHsax ogpuiopu3sauii yepes iHcmpymenm Google Trends. [lopigHAHO OUHAMIKY NOWYKo8UX 3anumis ma Kinbkocmi iHghopmayitiHux
mamepianis, wjo micmame kmo4oei cnosa «Kinp», «owiop», «ogppwiop, «offshorex, i ompumaro, ujo 3ayikagneHicme Kopucmysadie 8 okpemux
0hLIOpax € YUKMIYHOK i NOB’A3aHA 3 0HOBJIEHHAM iHopMayii neped nodayero pidHoI 38iMHoOCMi, Modi AK MpeHOU Wo0o pewmu K/Kyosux c/1ig
3anexams 8i0 iHpopmauiliHoT KAMNAHIT — 3pOcMAaHHA Kinbkocmi iHopmauiliHux Mamepiania i3 Yyumu KHYOBUMU CZI08aMU y Npeci NpuBooUMb
00 3pocmaxHA 3ayikasneHocmi kopucmysadig IHmepHemy, y momy qucsi i eKoHOMidHUX azeHmie. BusHayeHo HalinowupeHii Kio4osi
nowyKosi hpasu: «3apeaucmpuposame ogppuiop», <komnaHus 8 oguiope», «oghwopHas cxemar. Tobmo 3pob1eHo BUCHOBOK, WO HE3BAXAIOYU
Ha cnecku 3ayikasieHocmi iHmepHem-Kopucmyaadie y numarHsx ogpuiopis, 6inbuwicme NowyKosux 3anumie Marome NPUKNAaoHull xapakmep.

D O¢wop, iHpopmauis, iHpopmauitini Mamepianu, nowykosuti 3anum, eKOHOMIYHA No8ediHKa, N08ediHKo8i iHaHcu.
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D Cmames noceaweHa 8bIACHEHUIO OCHOBHbIX MOMUBAYUL, 0XUOAHUL U hakmopos 8/1UAHUSA HA pellieHUe SKOHOMUYECKUX a2eHmMOo8 OMHOCUMEbHO
UCNO/1b308aHUSA 0GhUIOPO8 8 X03AlicmeeHHOU desmesibHOCMU. B xo0e ucciie008aHUs 8bidesieHbl OCHOBHbIE Uesiu SKOHOMUYECKUX deeHmos,
docmuxeHue KOmOopbIX NIGHUPYeMCA Yepe3 UchosTb308aHUe 0LIOPO8, Cpedu KOMOPbIX MUHUMU3AUUS HA0208020 0A8JIeHUS, 3aWuma om
NOIUMUYECKUX U 8a/TIOMHbIX pUCKo8 U m.0. B mo xe 8pems 8bidesieHbl OCHOBHbIE HANPABIEHUS 8/IUAHUSA 0UIOPOB HA SKOHOMUKY 8 UesToM U
Ha omaoesibHblX SKOHOMUYECKUX a2eHMO8 KaK COCMasaroLyto HAUUOHanbHoU SKOHOMUKU. [pumeHeHa meopus nosedeHyecKux (puHaHcos8
Kak 6asuc 0515 060CHOBAHUSA OGUIOPHBIX peLlieHUL SKOHOMUYECKUX d2eHmOo8 U NpuMeHeH Cmamucmuyeckuli aHanu3 0718 8blA8/IeHUs
3aUHMepecosaHHoCcMU noslb308ameneli VIHmepHema, 8 MoM Yucsie U SKOHOMUYECKUX d2eHmMO8 8 B0NPOCax 0(huiopu3ayuu Yepes UHCmpymeHm
Google Trends. CpasHeHa OUHAMUKA NOUCKO8bIX 3aNPOCO8 U KOIUYecmea UHGOpMAUUOHHbIX MAMepUarnos, COOepXauiux Kouessie cioea «Kunp»,
«ogpwiopy, «oghgpuiop, «offshore», u nosyyeHo, 4mo 3aUHMeEPECOBAHHOCMb NOMb308AMesIeli 8 0OMOEsbHbIX OUWIOPAX AB/IAMCA YUKIUYecKol
U C853aHa ¢ 06HoBIEHUEM UHGopMayuu neped nodayeli 200080l 0m4emHOCMU, Mo20d Kak mpeHObl 8 0CMAsIbHOM KJTH04EBbIX C/108 3a8UCAM
0M UHGOPMAyUoHHOU KamMnaHuuU — pocm Koau4ecmea UHGHOPMAayUOHHbIX Mamepuasios ¢ SMUmMu K/lo4esbIMU C/108aMU 8 Npecce npusooum K
[pocmy 3auHMepecosaHHOCMU nosb3osamereli iimepHema, 8 mom Yucsie U 3KOHOMUYecKux aeeHmos. OnpedesneHbl camble pacnpocmpaHeHHble
K/THouegble NOUCKOBble (hpasbl: «3apeucmpupo8ams oguiop, <KOMNAHUS 8 0gLIope, «0uIopHas cxema. To ecmeb cOesiaH 861800, YmMo HECMOMPSA
Ha 8cnsiecku UHMepeca UHmMepHem-nosb3osamereli 8 BONPOCAx 0huiopos, 6obLUUHCMBO NOUCKOBbIX 3aNPOCO8 UMerom NPUKIAOHOU Xapakmep..
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Introduction

Economy of Ukraine nowadays faces economic
crisis, financial system experienced a number of
shocks, politics is unstable and situation in Donetsk,
Lugansk and Crimea is uncontrolled. To solve stated
problems Ukraine needs financial resources. Sources
are well-known - internal financial resources,
external loans, credits of international organization
etc. One of perspective sources of financial resources
is minimization of tax payments with offshore
mechanisms. Approximate sum of money transferred
to offshores in 2014 was over 1 bln USD and has
a tendency to growth [4]. That’s why in current
situation minimization of tax payments with offshore
mechanisms is quite important state task.

Theoretical and Methodological Backgrounds

The global scope and dynamics of offshore
relationships that increasingly become more and
more shocking force the update of their theoretical and
methodological support for flexible regulatory policy.
A special place in the modern research methodology
belongs to behavioral principles. We agree with V.
Andrushchenko that the origins of ideas about the
economy and finances lay in the field of human
motivations and interests [1].

The theory of rational expectations (created by
R. Lucas) and theoretical behaviorism have taken
its rightful place in the theories and practice of
determination of essence and practical overview
of various economic relations between market
participants.

Especially the importance of taking into account all
behavioral effects is seen accordingly to offshorization
of economy. Obviously, the monetary rationalization
of economic agent’s behavior is not able to cover
the entire range of its motivations and interests [6].
So, on the totality of them, variability of their forms
of manifestation is based economic phenomenon of
offshores. It is methodologically important to consider
all aspects of economy that contribute to the use of
offshore companies, not just those related to effects
from usage of such offshore entities.

However, the process of consideration of the
behavioral effects of economic agents in solving
offshorization problems lacks flexibility and
consistency. Their influence is seen primarily in
terms of minor and related problems, not in terms
of primary problems, so the potential of behavioral
tools is significantly impaired. The need to increase
the capacity of common behavioral methodology to
minimize the negative effects of offshorization is the
key to productive solving of defined problem. Due
to the limits of specific scientific methodology, the
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solving of this problem has high priority to determine
specific goals that guide individual economic agents
in making their own decisions on the use of offshore
companies in their activities. Thus, the combination
of general and specific scientific-methodological
positions is able to form the basis for the most adequate
answers about the goal of the study.

Main Problem

For determining of influence factors of offshores
on economic agents it is important to determine key
aims of offshore usage in their economic activities.

Based on types of companies and types of offshores
[5] we assume that main targets to achieve by usage
of offshores are next.

1) minimization of tax payments.

Key target to achieve by usage of offshores in
economic activity is legal or illegal minimization
of taxes paid on results of economic activity. In
developed countries main method of offshore
minimization of tax payments is creation of offshore
schemas with usage of principle “Letter of Law” —
law is interpreted literally, not by the principle “Spirit
of Law”. This allows lowering taxes paid and keeping
this process legal. The example of such offshore tax
minimization is “Netherlands Sandwich” and “Dutch
Sandwich”. In Ukraine to reach the tax minimization
target is used aggressive tax planning. It provides
legal and illegal methods of tax minimization with
offshores and next partial legalization of money that
are transferred to offshores. Among illegal schemas
of tax minimization is usage of sham companies
that exists only for special operation with specified
offshore company or chain of companies with
offshore ones included.

2) optimization of financial flows.

Second target to achieve with usage of offshore
companies is optimization of financial flows. It is
performed by creation in offshores special funds
that are operated as entities that consolidate financial
resources of non-offshore company or group of
companies. These consolidated financial resources
are used with specific purpose — investment (long-
term investment for investment funds, stable income
investment for private pension funds), short-term
speculation (investment on short term instruments with
high risk and high level of income) etc. Consolidation
of such financial resources in Ukraine is also possible
but next investment income will be taxed on high rates
of income tax and fast short-term investment will
face transaction problems because of state control on
money flows over 50000 UAH [3].

3) legalization of funds illegally transferred to
offshores in previous periods.
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Another target to reach with usage of offshores is
legalization of funds illegally transferred to offshores in
previous periods. In economic terms it means that funds
illegally transferred to offshores runs through chain
of companies (to hardener the process of real owner
identification) with last one in non-offshore jurisdiction
and this last company became the foreign investor. In
Ukraine such legalization is widespread and investment
comes from Cyprus, Germany and Netherlands;

4) hedging.

Number of offshores offer possibility to register
special hedge funds which are not taxed. Such hedge
funds are used for management of tangible and
intangible assets. Another field of usage of such hedge
funds is as the head management company in private
pension funds. This allows to such funds to avoid
national regulation for investment sources of private
pension funds. This performed as pension contract
among Ukrainian company and private pension fund
group which contains offshore management company
that operates with major financial resources. One more
sphere of hedge funds usage is insurance. Special
insurance hedge funds are used to hide losses, not
only incomes. In developed countries with active stock
markets it is tightly regulated because such offshore
insurance can cause fluctuation on the market. But in
Ukraine control over offshore insurance is weak and
economic agents can use special offshore funds to
minimize records of losses;

5) preserving the value of financial assets.

Next but not less important target of offshore
usage in economic activities is preserving the value
of financial assets. In Ukraine the exchange rate
UAH/USD in 2013-2015 fell on more than 300%
(from 7. 95 to 26 UAH/USD), bankrupted many
banks and other critical problems in financial sphere
of economy. That why offshore companies with their
USD or EUR banking accounts are one of the main
mechanisms to preserve the value of incomes from
foreign operations. Also offshore companies are
used to avoid such unpopular regulation norms as
exchanging all foreign currency incomes to national
currency on commercial rate in date of receiving or
banking norms that all foreign currency transactions
must be preordered because banks keep dollars only
to cover daily preordered operation. Mechanism
for offshores is that contract is signed in UAH and
all transactions between Ukrainian company and
offshore company are performed in UAH. All foreign
currency income is stored on offshore account and is
used for payment to partners from other countries;

6) protection of financial resources and assets.

In on current level of economic development it is
often happens such negative economic phenomenon

as raider attacks on companies. In such situation
offshore companies works as nominal owners through
network of subsidiaries. By documents all tangible and
intangible assets are leased by Ukrainian company or
Ukrainian company is subsidiary of international group
of companies. The raider attack in such situation is
useless because Ukrainian company is worthless
and all possible raided assets can be returned under
international law or will be coved by insurance
companies. Also offshores offer service of nominal
owners. This service is greatly used in time of political
revolution, like happened in Ukraine. Nominal owner
service offers protection from political risks and
company owned by foreigners who are unconnected
with Ukrainians can’t be legally nationalized or their
real owner can avoid political pressure;

7) place for secondary capital accumulation.

Nominal ownership service in offshores also offers
possibility to register offshore companies only with
banking accounts and no real economic activity. To
such accounts can be linked international payment
cards as Visa, MasterCard, American Express
etc. Incomes that are accumulated on accounts of
intermediary companies are transferred to that accounts
and can be freely used anywhere you can find ATM or
bank. For Ukrainian companies such offshore financial
companies gives ability to avoid financial control over
all operations with accounts on amount over 50000
UAH and to hide assets in foreign countries that are
bought on money from such offshore companies;

8) personal offshore advantages.

Some offshores offer personal tax advantages to
individuals who are residents of that offshores. For
example in Monaco all residents don’t need to provide
information about their foreign income nor pay taxes
on such income. Only taxes paid are taxes on income
received on territory of Monaco. For Ukraine such
target of offshore usage is not widespread and income
received by residents of offshores that offer personal
tax advantages are close to zero.

Also important is to define the key factors that
influence on decisions of offshore usage in economic
activities. Among them are politics, social, economic,
financial, taxation, information ones etc.

Politics influence factors are driven by changes
in political environment of state, getting to power of
opposing forces, revolutions etc. As result of such
changes, economic agents linked to empowered
politic parties feel politic pressure from current state
rulers. As answer to such pressure they transfer their
assets to offshores to minimize the risk of political
pressure or raider attacks. In Ukraine such situation
took place in 2014 during and after Revolution.
Evidence is that in 2013 (the year before revolution)
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to offshores was transferred close to 6 bln USD, and
during and after revolution (2014-2015) to offshores
was transferred more than 30 bln USD [7] to hide
untaxed incomes and to minimize risk of political
pressure from new government. Also one point to
mention — stated sums of income transferred to
offshores don’t include transfers from banking
accounts, only trade operations with offshores and
intermediary companies.

Social influence factors are determined by
development of social organizations that are oriented
on public blame of companies that use offshores in
economic activities, especially for tax minimization.
In developed countries company’s public profile is
quite important so they have to react on such public
organization’s actions as fast as possible. It can be
usage of longer chain of companies to hide offshore
activities or performing special open audit that reveals
real targets of offshore usage in economic activities.
In Ukraine social influence factors are not developed
because of low level of information spreading about
negative effects of offshore usage for society. Today
social influence is developed only on theoretical level
in proper researches.

Economic influence factors are presented in
integration of Ukraine into world market and in
entering to domestic market products of international
companies. Goods and services of these companies
are cheaper than Ukrainian due to international tax
advantages. That’s why Ukrainian economic agents
also use international tax advantages (mainly offshore
tax advantages) to stay competitive with international
companies. In deal economic conditions such situation

120
100
80

60

40

20

Jan. 2008
May 2008
Sep. 2008
Jan. 2009
May 2009
Sep. 2009
Jan. 2010
May 2010
Sep. 2010
Jan. 2011

May 2011

Sep. 2011

Jan. 2012
May 2012
Sep. 2012

Onyshko S. V., Novytskyi V. A.

will lower prices on domestic market but in real
conditions prices are growing and both international
and domestic companies increasing their incomes with
transferring them to offshores without taxation.

Taxation influence factors are presented by changes
in tax law or administration practices for some taxes.
In Ukraine the growth of interest to offshores linked
to implementation of new changes to tax law with
main aim — to check whether current mechanisms of
offshore transaction has maximum output or company
has to create a new ones.

Special among others are information influence
factors. They are represented by information materials
in state and private mass media and in special
information systems. We assume that information
about possible or planned changes in any of stated
influence factors can cause growth of interest to
offshores.

To check this assumption is a good idea to use online
analysis instrument Google Trends. Analysis is made for
period 01. 2008-12. 2015 on content and search trends.
This instrument represent data in percentage rate — from
all monthly periods the maximum one defines as 100
(%). Other periods are represented in correlation to
maximum (from 0 to 99) [2].

Analysis is made for basic statements for searches
“offshore” in Ukrainian (o¢iop), Russian (oddirop)
and English and for major offshores for Ukraine—
Cyprus and BVIL.

For basic statement “Cyprus” trends are shown on
Fig. 1.

As seen on Fig. 1 we can assume that trend of
Searches for basic statements Cyprus has year cyclic
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Fig. 1. Content and Searches Trends of basic statement “Cyprus”
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nature with peaks each July. This is connected to
economic activity of offshore companies because due
to Cyprus legislation till 1st of August all registered
companies must prepare a Financial Statement. So,
Ukrainian owners of offshore companies and their
accountants check the changes in Cyprus legislation
to avoid mistakes and fines. Main amount of searches
in July are “Cyprus Laws”, “Cyprus Taxes”, “Taxation
changes Cyprus”. During other periods main searches
are “register company Cyprus” and “buy company
Cyprus” in Ukrainian, Russian and English languages.
Content contains mainly news about changes in tax
legislation and business ads about registration of
new companies with information about its possible
efficiency.

Fig. 1 also contains non-typical peak in March
2013. This peak characterize the warns of Ukrainan
owners of Cyprus companies about the financial crysis
in that country. After situation stabilized situation with
serch activity returned to its normal cyclic dynamics.

Last peak in Spring, 2016 was provoked by
Panama’s leaked documents that contains info about
offshore companies connected with current President
of Ukraine Petro Poroshenko [8].

About amount of search activities, global trend
shows that amount of searches year-to-year falls that
means the lowering of interest of Ukrainian economic
agents in offshore Cyprus companies.

Analysis of same trends for another most used
offshores by Ukrainian economic agents shows the
same picture with cyclic dynamics. Year peaks linked
with the end time to send financial statements to
Government of offshore countries.
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For basic statement “offshore” in Ukrainian
language trends of Content amount and searches are
shown on Fig. 2.

Basic statement “offshore” in Ukrainian
characterizes the interest of Ukrainian-speaking part
of society in processes of economy offshorization. As
seen on Fig. 2, both trends are not cyclic, but both
trends have positive correlation among them — when
trend Content reaches its local peak, trend Searches
also shows similar peak with temporal lag up to 1
month.

Also on Fig. 2 we see several peaks of Searches that
shows high level of user’s interest to offshores. First
one is in May-September 2009 and it is caused by the
start of anti-offshore policy of Ukrainian Government
headed by Julia Timoshenko. It was expected that as
result of that policy at least 500 mln UAH (approx. 65
mln USD) will be additionally received by state from
taxes. In real figures no additional income was found.
Second peak was in December 2010 — January 2011.
It was caused by Tax Code of Ukraine that entered
into force from the 1st of January, 2011. Interest to
offshores was mainly economic — which ones are best
suitable for tax minimization under new regulations
and new offshore schemas were created.

Next peaks on the beginning of 2012, 2013 and
2014 are caused by changes in taxation policy and next
optimization of offshore schemas of tax minimization.
Minor local peaks during all described period are caused
by information attack about big offshore cases. As stated
before reaction period of users is up to 1 month, but
calming period is also very small — when the amount of
content fall, the amount of searches also fall.
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Fig. 2. Content and Searches Trends of basic statement “Offshore” in Ukrainian
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Last peak in Spring, 2016 was provoked by
Panama’s leaked documents that contains info about
offshore companies connected with current President
of Ukraine Petro Poroshenko.

Is searches mainly used “offshore” on Ukrainian,
“offshore company”, “register offshore
mechanism”.

Next basic statement is “offshore” on Russian that
characterizes Russian-speaking part of society. Trends
for basic statement “offshore” are shown on Fig. 3.

From Fig. 3 we found that Search trend does not have
cyclic dynamics and Search trend almost fully determined
by Content trend. The evidences are that both trends have
similar peaks in Spring 2009, Winter and Spring 2012,
Summer 2014. Also Content trend has additional peaks
that are not correlate with Search trend like in Winter
2010. The reasons of such peaks are political pressure
on opposing political parties or “dirty” pre-election
technologies. But such Content activity has no impact
because of tiredness of society from offshore content.

Last peak in Spring, 2016 is connected with
offshore companies linked with current President of
Ukraine Petro Poroshenko.

Also we’ve compared Fig. 2 and 3 and resulted that
trends are similar and peaks are detected in the same
time periods. Also we found that amount of Searches
with basic statement “Offshore” in Russian is 60-80%
higher than “Offshore” in Ukrainian.

Last but not least basic statement is “Offshore” in
English with trends shown on Fig. 4.

Analysis of Fig. 4 shows that Content trend and
Searches Trend are low correlated. Only two peaks
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are linked with two big information injects — adoption
of Tax Code of Ukraine and scandal on offshore
companies connected with President Perto Poroshenko.
For Ukraine such fact is expected because Searches in
English keep up to 3% of all searches in Ukrainian,
Russian and English languages and English-speaking
Ukrainians form the same part of Ukrainian society.
For Search trend, usage of “Offshore” in English is
used to find information in the origins and for Content
trend English variant is often used to point the source
of information. So even theoretically no useful
correlation can be found between these trends.

Conclusions

Problem of offshorization of Ukrainian economy
through prism of behavioral finances gives opportunity
to underline the targets to be reached by usage of
offshores in economic activity in general and special
ones for Ukraine.

1) To main targets to be reached by usage of
offshores in economic activity in Ukraine belong
tax minimization, protection from political risks and
saving the value of financial assets.

2) Among influence factors on offshorization
of economy we underlined economic, politic and
information ones. Founded that as in modern society
the most important asset is information, information
influence factors on offshorization of economy are key
ones in mechanisms of management of offshorization
processes. The study of Content and Search trends with
comparison to economic and political events on basic
statement “Offshore” on all used in Ukraine languages
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Fig. 3. Content and Searches Trends of basic statement “Offshore” in Russian
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Fig. 4. Content and Searches Trends of basic statement “Offshore” in English

(Ukrainian, Russian, English) shows that peaks in
Content trend determine peaks in Search trend with time
lag up to 1 month. Also, due to transcription made by
Google trends on Search trend, the nature of majority
of searches is oriented on search of specific info about
tax minimization schemas with offshore usage. Second
place keeps searches of information about changes in
legislation of offshores or intermediary countries to keep
high rate of offshore schemas effectiveness.

As example, the most used search phrases in peak
periods of trend are “register offshore company”,

“offshore tax minimization”, “buy offshore company”.
Due to language approx. 65% are made in Russian,
up to 3% in English, rest — in Ukrainian language. So
even in line with information injects in media, Search
trend with key word “Offshore” has mainly practical
orientation.

As result we think that Ukrainian government
should perform active antioffshore policy and
implement the monitoring of content to minimize the
influence of offshorization of economy on Ukrainian
society.
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