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It is determined that in today’s environment, many enterprises are interested
in using tax benefits, obtaining confidentiality, and using offshore schemes to
reduce the tax burden and increase profits. However, all this leads to a decrease
in tax revenues to the budget, a decrease in expenditures, and this issue is
relevant due to the desire of the Ukrainian government to bring the Ukrainian
market out of the shadows. The article examines the existing approaches to
defining the concept of «offshore zones» and considers special economic zones
of Ukraine. The types of offshore zones, their location, and types of offshore
banking centers are defined. Approaches to the interpretation of the definition
of «tax planning» are analyzed, and the peculiarities of its use in offshore zones
are determined. The tax burden on enterprises is analyzed and the methods of
using offshore jurisdictions by enterprises to optimize taxation are studied. The
author examines the harbor corporate tax index and the financial secrecy index,
according to which the territories that are most attractive for capital withdrawal
are identified. Representatives of offshore companies are considered and the level
of the shadow economy in Ukraine is analyzed. The mechanisms of offshore tax
planning (establishment of offshore companies, use of offshore bank accounts,
double taxation treaties, free trade zones) are characterized. The advantages of
offshore zones are identified, namely: reduction of tax liabilities; confidentiality;
international expansion. The disadvantages of offshore zones are highlighted,
in particular: reputational risks; legal difficulties; business risks; restrictions
on operations; high costs; double taxation risks; and tax shortfalls. The author
provides measures to prevent tax evasion by enterprises, such as: strengthening
control over compliance with tax legislation; introduction of an electronic
declaration system and electronic tax calculation; reduction of the tax burden on
enterprises; development of international cooperation in the field of tax policy;
development of alternative taxation methods. Ways to counteract offshoring have
been formed: raising tax rates in the country; control over the operation of offshore
companies; tax amnesty for companies returning from offshore; abolition of tax
benefits for companies using offshore zones; control over the movement of capital
and financial flows to offshore zones.
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BuznaueHo, 1m0 B yMOBaxX ChOTOACHHS YHMAJO MIANPUEMCTB 3alliKaBieHi
Yy BUKOPHCTAHHI MMOJIATKOBHUX MIJIBT, OTPUMAaHHI KOH]IIEHIIITHOCTI, 3aCTOCYBaHH1
O(IIOPHHUX CXEM 3aUIsl SMCHIIICHHSI TIOJaTKOBOTO HABAHTAKCHHS Ta 30LIBIICHHS
npubyTkiB. [Ipore Bce 11e NMPU3BOIUTE JI0 3MEHIIEHHS HaIXOKEHb MOJATKIB 10
OTo/pKeTy, 3HIDKCHHS BHIIATKIB Ta JaHE MHUTAHHS € aKTyaJbHUM uepe3 OakaHHS
YKpaiHCBKOTO ypsAy BUBECTH YKpAiHCHKHMI PUHOK 3 TiHi. JlocmimkeHo icHyrodi
MIAXOAW 10 BU3HAYCHHS IMOHSATTS «O(MIIOPHI 30HW», PO3MISHYTO CIEIialibHI
CKOHOMIYHi 30HU YKpainu. BusHaueHo BUM O(QIIOPHUX 30H, MICIIC X TUCIIOKAIIii,
TUIHN 0(PIIOPHHUX OaHKIBCHKUX LEHTPiB. [IpoaHasizoBaHo MmiX01H 10 TPAKTyBaHHS
nediHimii «IToJaTKOBe ITAHYBaHHS, BH3HAYEHO 0COOIMBOCTI HOT0 BUKOPHUCTAHHS
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B opmopHux 30Hax. [IpoananizoBaHo 1oAaTKOBE HAaBAHTAKEHHS Ha MiANPUEMCTBA
Ta JIOCII/DKEHO METOM BUKOPUCTAaHHS O(IIOPHHUX IOPUCAMKIIH MIAPUEMCTBAMHI
3 METOI ONTUMI3allii onomarkyBaHHs. JIOCHIPKEHO 1HIEKCH KOPIOPATHBHOIO
MOJATKOBOTO IHAEKCY TaBaHi, iHACKC (PIHAHCOBOI Ta€MHUI, 3TITHO 3 SKUMHU
BHU3HAYEHO TEPUTOPIi, K1 € HAWO1IBII MPUBAOIUBUMU 10 BUBEIEHHS HA IX TEPUTOPIT
Karmitany. PO3IISIHYTO MpeacTaBHUKIB OPIIOPHUX KOMITaHii Ta 31 CHEHO aHai3
PpiBHSI TIHBOBOT €KOHOMIKH B YKpaini. OXapakTepu30BaHO MEXaHi3MU O(pIIOPHOTO
MO/IaTKOBOTO IUIAHYBaHHS (CTBOPEHHS O(MIIOPHMX KOMIIAHIH, BHKOPHUCTAHHS
odmopHIX OaHKIBCBKUX paxyHKIB, IOTOBOPIB IPO YHUKHEHHS IIOABIHHOTO
OTIONIATKyBaHHSA, 30H BUNBHOI TOpriBii). Bu3HaueHo mepeBardn o(IIOPHHUX 30H,
a came: 3MEHIIEHHS TOJAaTKOBHX OOOB’SI3KiB; KOH(IACHIIMHICTD, MiXXHApOIHA
eKcraHcis. BHoOKpeMiieHO HEZONIKM OQIIOPHHUX 30H, 30KpeMa: PU3HKH IS
peIyTaIlil; FOpUIMYHI CKJIAHOIII; PU3UKH JIJIs 013HECY; 00MEKEHHS JIJIsl OTIepalliii;
BHCOKI BUTPATH; PU3UKH MO/IBIHHOTO OMO/IATKyBaHHSI; HEJOHAIXO/KEHHS [IO/IaTKiB
no 6romkeTy. HaBemeHo 3axoau mo/1o 3armo0iralHs yXUICHHIO BiJT CIUTATH MTOJATKIB
MIAMPUEMCTB, Taki sIK: MMOCHUJICHHS KOHTPOJIIO 3a JOTPHUMAHHSIM IOJATKOBOTO
3aKOHO/IABCTBA; 3AlPOBA/PKEHHSI CHUCTEMH EJIEKTPOHHOIO JEKJIapyBaHHS Ta
€JIEKTPOHHOT'O PO3PaxyHKY IOJATKIB; 3MEHIIEHHS MOJaTKOBOTO HAaBaHTAXKEHHS
Ha MIiANPUEMCTBA; PO3BUTOK IHTEPHAI[IOHAJIBHOIO CIIBPOOITHUITBA B cdepi
MO/IATKOBOI TOJITHKH; PO3BHTOK aJbTEPHATHBHUX METOMIB OINOJATKYBaHHSI.
CdopmoBano criocoOu MpoTHIiT OPIIOpU3aITii: MiJBUIICHHS MOTATKOBUX CTaBOK
B KpaiHi; KOHTPOJIb 3a (PyHKIIOHYBaHHSIM O(IIOPHUX KOMITaHil; MOJaTKOBa
AMHICTIsI /115l KOMIIaHi|, sIKi TIOBEPTAIOThCs 3 O(IIOPIB; CKACyBaHHS MOAATKOBUX
MUIBT JUIsi KOMITaHiH, SIKi BUKOPUCTOBYIOTh O(IIOPHI 30HU; KOHTPOIIb 332 PYXOM

Karitany Ta (piHaHCOBUMH MOTOKaMHU B O(IIOPHI 30HH.

Statement of the problem

The use of offshore zones for tax planning is
widespread today, especially abroad, and this process leads
to a reduction in tax revenues to the budget of countries.
Reduced tax revenues lead to an imbalance in the country’s
financial system, have a negative impact on economic
development and the competitive environment in which
businesses operate.

There is a widespread practice of using offshore zones
for tax evasion, which also leads to a reduction in tax
revenues and a violation of the fairness of the tax system.
In the context of economic globalization and international
trade, the problem of using offshore zones for tax planning
is becoming more urgent. In addition, military actions
have led to difficult economic conditions for businesses,
which has increased the need for tax benefits to resume
operations. Accordingly, the issue of using offshore
zones in tax planning is relevant and there is a need to
develop measures to counteract tax evasion and ways to
counteract offshoring.

Analysis of recent studies and publications

The problem of functioning of offshore zones,
operation of offshore companies, determination of their
legal status has been studied in the works of scientists,
namely: O.B. Hamuha [7], M.I. Karlin, O.A. Ivashko [14],
I.M. Kobushko, I.V. Govorun, S.O. Panchenko [15],
I.S. Komar [16], V.I. Franchuk, A.S. Pryshla [24],
D.D. Kose [26].

Along with this, the issues of using offshore zones as
a method of tax planning, providing economic benefits,
ways to choose the most appropriate jurisdiction, tax
planning, and studying the impact of offshore zones
on the socio-economic development of countries

are covered in the works of scientists, in particular:
0.V. Adamyk [5], L.M. Vasilieva [6], Y.S. Grinchuk,
VY. Grinchuk [9], O.A. Ivashko [13], S.O. Koretska [17],
Ya.V. Samusevych, A.V. Vysochyna [22], Z. Lutsyshyn,
N. Yuzhanina, T. Frolova, M. Mazur, D. Perebyinis [23],
G.0. Shamborovskyi [25].

However, the vast majority of works do not summarize the
consequences of using offshore zones, nor do they consider
the problem of offshore zones in the context of international
tax competition, their impact on the global economy, nor do
they identify the disadvantages of offshore zones, measures
to prevent tax evasion by enterprises and ways to counteract
offshoring. In the context of changing legislation, these issues
are relevant for both companies and states.

Objectives of the article

The purpose of the article is to study the impact of
offshore zones on tax planning of enterprises and the
specifics of using offshore zones in tax planning of
enterprises; to determine the advantages and disadvantages
of offshore zones for tax planning of enterprises; to
formulate measures to counteract tax evasion and ways to
counteract offshoring.

The main material of the research

The impact of offshore zones on corporate tax planning
is one of the most relevant and complex topics for many
countries, including Ukraine. Every year, Ukrainian
entrepreneurs withdraw millions of dollars to offshore
zones, which negatively affects both the Ukrainian budget
and Ukraine’s ranking in the global market. Offshore zones
are a popular tool for companies wishing to reduce their
tax costs and minimize tax risks, as the use of offshore
zones ensures an increase in profits and a reduction in
tax revenues, which negatively affects the state of the
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economy. In such circumstances, there is a need to develop
measures to counteract tax evasion and ways to counteract
offshoring. In addition, international competition in the
market increases the pressure on companies to reduce
costs, which necessitates effective tax planning.

In the light of international initiatives aimed at
combating tax evasion, it is important to have a clear
strategy that ensures an adequate level of tax revenues and
fairness in society.

Offshore zones are widely used in business because
of their effectiveness in minimizing tax costs, obtaining
benefits, and promoting the growth of companies’
profitability in the global market. These zones have
attractive financial conditions, such as low or zero income
tax rates, which are necessary for companies to operate.
The analyzed approaches to defining the concept of
“offshore zone” are presented in Table 1.

Thus, taking into account the existing approaches
to the definition of “offshore zone”, it can be noted that
it is a territory with a special tax regime and preferential
conditions that facilitates the investment of assets in these
zones, the growth of profitability of enterprises, and the
attraction of investment funds.

Ukraine does not have offshore zones, but there are
special economic zones (SEZs) where companies can
receive benefits and support from the state. SEZs are located
on the territory of enterprises and have special conditions
for taxation and wages. Companies located in SEZs may
receive benefits (reduced income taxes, reduced land lease
costs, customs privileges). Special economic zones include:

Table 1 — Definition of “offshore zone”
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““Azov”, “Donetsk”, “Zakarpattia”, “Interport Kovel”,
“Resortopolis Truskavets”, “Mykolaiv”’, “Porto Franco”,
“Port Crimea”, “Reni”, “Slavutych”, “Yavoriv’™” [18].

In accordance with European practice, offshore zones
are divided into two categories: with full (complete
exemption from reporting, payment of taxes at low rates)
and tax offshoring (reduced tax rate, no exemption from
accounting and reporting) [23].

In particular, there are three types of offshore banking
centers (Table 2).

Conventionally, offshore zones can be divided into:

“1) African (Seychelles, Liberia, Mauritius);

2) Asia-Pacific (Vanuatu, Cook Islands,
Nauru, Samoa, Tonga);

3) Caribbean (Anguilla, Antigua and Barbuda, Aruba,
Bahamas, Barbados, Bermuda, British Virgin Islands,
Dominica, Cayman Islands, Grenada, St. Kitts and Nevis);

4) European (Andorra, Gibraltar, Liechtenstein,
Monaco, Isle of Man, Channel Islands);

5) Middle East (Bahrain, Dubai, Lebanon)” [14, p. 12].

In modern conditions, the use of offshore zones in tax
planning of enterprises isapopularissue, as itallows enterprises
to reduce tax costs, minimize tax risks, increase profitability,
and attract investment in development. At the same time, the
use of offshore zones has negative consequences in the form
of reduced tax revenues to the state budget and a negative
impact on its rating in the global market.

Before studying the peculiarities of tax planning in
offshore zones, it is necessary to analyze the existing
approaches to the definition of “tax planning” (Table 3).

Labuan,

Panchenko S.O.

Author Definition of the concept
Franchuk V.., . . .. . . . . .
Pryshla A.S. the territory of another country that has certain privileges in relation to taxation of foreign capital [24, p. 234]
Komar 1S is a part of the territory of the state where tax, customs, financial benefits are established for investors in order
o to attract additional investment funds to intensify production, trade, foreign economic and other activities [16]
a specific tool for stimulating investment activity and increasing revenues to the budgets of depressed
Kobushko I.M., L . o
Govorun LV. territories, the economic effect of which is based on the phenomenon of growth of state revenues due to the

expansion of the tax base (using its special type of income received only from foreign economic activity) and
minimizing the tax burden [15, p. 186]

one of the types of free economic zones. They are referred to as service free economic zones, the peculiarity

Kose D.D. of which is the creation of favorable monetary, financial and fiscal regimes for entrepreneurs, a high level of
banking and commercial secrecy, and loyalty to state regulation [26]
Encyclopedia . . .
of Modern Ukraine zone of favorable conditions for doing business [11]
Hamuha O.B. the territory of a jurisdiction that provides tax benefits when establishing an offshore company, i.e. a company

formed by non-residents and operating outside this territory of the state of registration [7, p. 445]

Source: compiled by the authors on the basis of [7; 11; 15; 16; 24; 26]

Table 2 — Types of offshore banking centers

Model name Model description
Provides for agreements with financial centers (New York, Tokyo, Singapore). Separate accounts are established in
New York . e . . . .
these markets that are not subject to restrictions on domestic financial transactions, such as reserve requirements.
model . . . .
Companies are subject to corporate taxation and local stamp duties [23, p. 77].
London In London and Hong Kong, financial transactions are free from restrictions. In such offshore zones, there is
model corporate taxation, as well as the possibility of taxation of business securities [23, p. 77].
The markets of the Bahamas and the Cayman Islands are a type of offshore markets where transactions are
Tax shelter | concluded between non-residents and are not subject to taxation. In addition, there is no corporate taxation and no
fees for business securities in these markets [23, p. 77].

Source: compiled by the authors based on [23]
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Table 3 — Definition of “tax planning”

Author Definition of the concept
Grinchuk Y.S., formation by the enterprise of such a tax policy that would provide the most optimal option for the placement
Grinchuk V.Y. of its assets to obtain the greatest profit by optimizing taxation [9, p. 48-49]
Samusevych Ya.V., an element of tax management that forms the basis
Vysochyna A.V. for making optimal management decisions in the field of taxation [22, p. 31]
. determination of the amounts of tax payments for the planning period, in particular: taxes attributed to
Zagorodnyi A.G., . . . ) . . .
Vozniuk HLL. production and circulation costs; tax payments attributed to the selling price of products (value added tax,
excise tax, etc.); income taxes, total tax payments [12]
an integral part of the financial and economic activities of both individuals and legal entities, and therefore it
Koretska S.O. can be divided into individual (characteristic of both families and the unincorporated sector of the economy)
and corporate [17]
includes the systematized activities of tax authorities aimed at determining the potential amount of tax
Vasilieva LM revenues to the budget for a specific period of time, taki'ng into account the fagto'rs of §ocio—economic and
o political development of the country that affect the receipt of taxes and fees within a single budget and tax
process [6, p. 34]

Source: compiled by the authors on the basis of [6; 9; 12; 17; 22]

Thus, taking into account the approaches considered, it
should be noted that tax planning is the process of forming
an optimal tax policy of an enterprise, systematizing the
activities of tax authorities in order to optimize taxation,
reduce the tax burden, determine the amount of tax
revenues to the budget and increase them, formulate clear
goals and optimal taxation parameters.

The peculiarity of tax planning in offshore zones is the
low level of taxes or their absence [5]. Many companies
prefer to register their subsidiaries in offshore zones in order
to use tax benefits, reduce tax costs and increase profitability.

Taking into account the data in Fig. 1, it should be
noted that in 2018, Ireland ranked first in terms of imports
from offshore zones (its volume amounted to USD
70 million) and Morocco ranked last (its volume amounted
to USD 22 million).

Table 4 shows that China is the leading country in
terms of illegal capital outflows, as in 2021, capital worth
USD656,3 billion was exported. This is the highest figure
among all countries. As for other countries, capital outflows
are much lower than in China. Nigeria has the lowest rate

of capital outflows. Illicit capital flight is a serious problem
for many countries, as it can lead to reduced tax revenues
and economic instability.

According to a study by the “Social Movement”,
in 2020, the total number of companies that used
offshore structuring was 66. “The largest share of these
companies is held by holdings from the Netherlands
(22 companies). Cypriot shareholders own 20 companies,
Swiss shareholders — 5, and British shareholders — 4. At
the same time, there are companies with owners structured
in several offshore jurisdictions” [10]. In addition,
there are Ukrainian companies with Dutch holdings
among their shareholders: ““PJSC “PRODUCTION
COMPANY “UKRNEFTOBURINNIA”; JSC “DTEK
ZAKHIDENERGO”; PJSC “MINE MANAGEMENT
“POKROVSKE”; JSC “DTEK DNIPROENERGO”;
PJSC “ZAPORIZHSTAL”; JSC “DTEK DNIPROVSKI
ELECTRONIC NETWORKS”; PJSC “AZOVSTAL
IRON & STEEL WORKS”” [10].

Quite often, Ukrainian enterprises use tax planning tools,
i. e. offshore zones, to reduce the tax burden. The author
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Fig. 1 — Top 10 “offshore” countries in terms of imports to Ukraine in the first half of 2018

Source: compiled by the authors based on [§]
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Table 4 — Leading countries of the world by the volume of illegal export of capital in 2017-2021, billion USD USA

Countries 2017 2019 2021 Relative deviation. 2021 to 2019, % Average annual volume
China 258.6 473.5 656.3 38.61 462.80
Mexico 67.5 63.3 73.7 16.43 82.93
India 70.3 85.6 92.9 8.53 68.17
Malaysia 62.1 50.4 47.9 -4.96 53.47
Brazil 30.8 31.3 28.2 -9.90 30.10
South Africa 24.6 23.0 26.1 13.48 28.17
Thailand 24.1 27.4 33.0 20.44 24.57
Indonesia 14.6 18.3 20.6 12.57 24.70
Nigeria 19.4 26.7 28.0 4.87 17.83

Source: compiled by the authors based on [3]

analyzed tax revenues to the budget of Ukraine by certain
types of taxes (value added tax, personal income tax, excise
tax, corporate income tax) and calculated the tax burden on
Ukrainian enterprises using the following formula 1 [20]:

Tax burden on enterprises =
= (Total taxes / Gross domestic product)*100. (1)

According to table 5, it should be noted that in 2018 the
tax burden was 19.16%, in 2019 it decreased by 1% and
amounted to 18.09%. In 2020, the tax burden increased
by 0.14% to 18.24 %, and in 2021 it amounted to 18.03 %,
which is 0.21 % less than in 2020. In 2022, the tax burden
decreased by 10.79 % compared to 2021.

Thus, the amount of taxes increased during 2018-2022,
but the level of the tax burden remained generally stable

Table 5 — Tax burden in Ukraine, UAH thousand

despite this change. Ukrainian companies did not have
a high tax burden during the study period.

The study does not reflect the full tax burden, as more
factors need to be taken into account to determine the full
level of the tax burden. Therefore, to improve the quality
of the analysis, we analyzed a study by the Ukrainian
Institute for the Future, which states that in 2021 the tax
burden was 40.8 %.

This level of tax burden is quite high, but in many
European countries it is at the same level (Fig. 2).

From Fig. 2 shows that in developed European
countries, the level of tax burden is similar to the Ukrainian
one, but for the Ukrainian economy, such burdens are
more significant, so companies withdraw their equity to
countries with lower taxation.

84

Indicator 2018 2019 2020 2021 2022 Relative deviation of 2022 to 2021, %
Value added tax 374508.20 | 378690.20 | 400600.10 | 536489.20 | 467001.00 -12.95
Personal income tax | 91741.80 | 109954.00 | 117281.30 | 137555.20 | 148427.30 7.90
Excise tax 118852.40 | 123357.90 | 138296.20 | 162451.20 | 102352.90 -36.99
Corporate income tax | 96882.30 | 107086.30 | 108695.00 | 147751.70 | 117049.90 -20.78
Total taxes 681984.70 | 719088.40 | 764872.60 | 984247.30 | 834831.10 -15.18
GDP 3558706.00 | 3974564.00 | 4194102.00 | 5459574.00 | 5191028.00 -4.92
Level of tax burden 19.16 18.09 18.24 18.03 16.08 -10.79
Source: compiled by the authors based on [19]
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Fig. 2 — Tax burden in European countries in 2021
Source: compiled by the authors based on [21]




Financial Strategies of Innovative Economic Development. Ne 2 (58), 2023

Offshore jurisdictions are used by companies to
optimize taxation, reduce the tax burden, maintain
confidentiality of information, attract investment, increase
profits, and reduce tax risks [25].

There is a corporate tax harbor index and a financial
secrecy index that determine the rating of offshore zones. “The
corporate tax harbor index reflects the rating of jurisdictions
that help multinationals to underpay income tax” (Fig. 3) [1].

According to fig. 1 British Virgin Islands, Cayman Islands
and Bermuda have the most favorable conditions for business
in terms of corporate taxation. The Netherlands, Switzerland,
Luxembourg, Hong Kong and Singapore also have a rather
low index, which indicates their attractiveness for business.

“The Financial Secrecy Index is a ranking of the
jurisdictions that are most helpful to individuals in hiding
their finances from the rule of law” [2].
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From Fig. 4, we can conclude that the most closed
and confidential financial systems are in the United
States, Switzerland, and Singapore, as these countries
have the largest capital outflows and can also be used for
money laundering.

According to an analytical study in 2017 of companies in
five regions of Ukraine with high business activity, it is Dnipro
and Odesa regions that have the largest number of companies
with owners and founders in offshore zones. “In 2017, they
generated 32% of the total income of regional enterprises.
Vinnytsia region ranked third with 29%, Lviv region — 11 %,
and Kharkiv region — 7%. In total, companies with offshore
owners account for about 2% in each of the five regions.
Cyprus is noted as the most popular offshore for 4 out of
5 regions, and Moldova and Turkey are also among the TOP-3
favorite offshore locations of Ukrainian companies” [4].

2021
2019
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Fig. 3 — The values of the corporate tax index of the harbor in 2019 and 2021
Source: compiled by the authors based on [1]
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Fig. 4 — Ranking of countries by financial secrecy index for 2018, 2020 and 2022
Source: compiled by the authors based on [2]
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The existence of offshore companies indicates a large
level of shadow economy in Ukraine, which is a complex
problem for the country’s economic development (Fig. 5).

According to Fig. 6, the level of Ukraine’s shadow
economy has been on a downward trend over the past
11 years. The highest level was recorded in 2010 (36 %),
after which it began to decline and reached its lowest point
in 2019 (28%). However, in 2020, the level increased
again to 30 % and slightly increased in 2021 to 31 %.

Taking into account the data in figure 6, it should be
noted that the main activities with the highest level of
the shadow economy in 2020-2021 are transportation,
warehousing, postal and courier activities, real estate
transactions, mining, financial and insurance activities.

Today, the practice of tax optimization is widespread,
which consists in the sale of goods at reduced prices by
Ukrainian companies to their shell companies with offshore
jurisdiction on the islands. The offshore companies continue
to sell goods at higher world prices, earning profits that are
not taxed in Ukraine. The problem with this optimization is
that it leads to the withdrawal of capital from the country,
a decrease in business attractiveness, tax revenues, and
a deterioration in the economy. Ukrainian businesses can
use the following offshore tax planning mechanisms to
reduce their tax burden: setting up offshore companies,
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which can be used to transfer profits abroad and receive
tax benefits; using offshore bank accounts, which allows
them to keep profits abroad, avoid taxation in Ukraine and
receive interest on deposits; using double taxation treaties;
and using free trade zones.

Offshore zones can have both positive and negative
consequences for companies that use them for tax planning.
In particular, the advantages of offshore zones for tax planning
include the following: reduction oftax liabilities. Offshore zones
provide an opportunity to reduce the tax costs of enterprises, as
they offer low tax rates or may not tax certain types of income;
confidentiality. Offshore zones allow businesses to keep
their operations and financial data confidential; international
expansion. The use of offshore zones can be an important step
for international expansion of businesses, as it reduces tax
costs and simplifies taxation procedures.

It is advisable to highlight the disadvantages of offshore
zones for tax planning of enterprises:

1. Risks to reputation. The use of offshore zones may
cause doubts and criticism from the public, which may
view it as an attempt to evade taxes.

2. Legal complexities, the legislation on the use of
offshore zones can be quite complicated.

3. Risks for business, namely exchange rate risks,
changes in legislation and political risks.
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4. Restrictions on operations. The use of offshore
zones may be restricted for certain types of transactions
and activities of the enterprise due to limitations in the
legislation and rules of offshore zones.

5. High costs, as the use of offshore zones may require
high legal fees.

6. Double taxation risks, as countries may have
different taxation requirements and rates.

7. Reduction of tax revenues to the state and local
budgets, outflow of funds abroad.

8. Legal risk. The use of offshore zones may lead to
violations of legal legislation, and companies may engage
in tax evasion.

9. Deoffshorization in offshore zones, i. e. tax
requirements in the countries where offshore zones are
located may change.

In view of the above, it should be noted that offshore
zones provide an opportunity to reduce tax costs, maintain
confidentiality and simplify taxation procedures, which
may be important for the international expansion of
enterprises. However, the use of offshore zones can lead
to reputational and business risks, legal complications,
restrictions on operations, increased costs, double
taxation risks, and tax shortfalls. Ukrainian companies
often withdraw their funds to offshore companies, which
leads to a significant outflow of capital, and therefore
the Ukrainian government needs to develop means to
counteract tax evasion.

Taking into account the results of the study, the
following measures have been formulated to help prevent
tax evasion:

1. Strengthening control over compliance with tax
legislation, which is possible through regular inspections
of companies’ activities regarding the availability of cash
registers, reporting, and income taxation.

2. Introduce a system of electronic declaration and
electronic calculation of taxes, which will reduce the
possibility of document forgery.

3. Reducing the tax burden on individuals and
businesses will reduce the risk of tax evasion and increase
the legitimacy of the tax system.

4. Development of international cooperation in the
field of tax policy, which may include signing tax treaties
and international agreements, cooperation between tax
authorities of different countries, exchange of information
on tax payments and assets located abroad.

5. Development of alternative taxation methods that
may reduce the possibility of tax evasion.

6. Improvement of tax legislation and regulation of
offshore companies.

7. Control over the use of tax benefits by enterprises
and prosecution in case of violation of the law.

Thus, offshoring is becoming an increasingly
widespread phenomenon that leads to a significant
reduction in tax revenues to the state budget. In this regard,
there are ways to counteract offshoring:

1. Increasing tax rates in the country may reduce the
involvement of companies in offshore zones due to the
reduction of benefits from taxation in other countries.

2. Control over the operation of offshore companies,
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which can be achieved by requiring companies to submit
detailed reports on their activities in offshore zones.

3. Tax amnesty for companies returning from offshore
zones. This may reduce the motivation of companies to use
offshore zones and encourage the return of business to their
home countries.

4. Abolition of tax incentives for companies using
offshore zones.

5. Introduce additional restrictions on investments in
offshore zones. For example, restrictions could be imposed
on investments in offshore financial instruments or the
possibility of using funds from offshore accounts to pay
taxes could be excluded.

6. Introduce effective mechanisms to control capital
flows and financial flows to offshore zones. This can be
achieved through the use of the latest technologies and
monitoring tools, as well as cooperation with international
organizations and specialized financial institutions.

7. Adjustment of double taxation treaties.

Thus, offshore zones can provide companies with
advantages in terms of tax planning, confidentiality,
and international expansion. However, they also pose
reputational risks, business risks, double taxation risks,
reduced tax revenues, and tax evasion. In order to prevent tax
evasion, it is advisable to strengthen control over compliance
with tax legislation, introduce electronic tax returns and
payment systems, reduce the tax burden on individuals and
businesses, promote international cooperation in tax policy,
improve tax legislation, and control the use of tax benefits.

Conclusions

Thus, offshore zones are quite often used by Ukrainian
companies for tax planning, which leads to a decrease in tax
revenues to the budget. There is a demand for companies
to reduce their tax burden through tax planning in offshore
zones. According to the study, in 2021 the tax burden was
40.8%, and a similar level is observed in many European
countries, but for Ukrainian companies this level is quite
high. Ukraine has a significant level of shadow economy,
which is a complex problem for the country’s economic
development, and it is growing in transport, postal and
courier activities, mining, financial and insurance activities.

The advantages and disadvantages of offshore zones
are considered and it is established that the advantages
include the possibility of legal tax planning and reduction
of tax payments. However, offshore zones can be used for
money laundering and other criminal activities, as well as
for tax evasion.

It has been established that refusal to use offshore
zones may deprive enterprises of the opportunity to
take advantage of the benefits provided by this tool, and
combating the use of offshore zones for capital outflow may
help reduce the shadow market and increase confidence
in business in the country. It is necessary to control the
activities of companies and their transactions in order to
counteract the use of offshore zones for criminal activities.
It is also necessary to implement taxation reforms and
reduce administrative barriers for business.

Measures to prevent tax evasion and ways to counter
offshoring have been developed, aimed at domestic tax
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reform and encouraging companies to return their assets to  requires a comprehensive approach, a balanced strategy,
Ukraine, reducing money laundering and shadowing of the  the need to take into account possible consequences, timely
economy. The use of offshore zones is a complex issue that  response and measures to prevent tax evasion.
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