
Translation from Romanian 

 

 

NEW MECHANISMS OF FISCAL ARBITRATION IN THE MODERN ECONOMY 

(FISCAL PARADISES AND OFFSHORE CENTERS) 

 

1.Contents 

Introduction 

Chapter 1: CHARACTERIZATION AND ROLE OF FISCAL PARADISES AND 

OFFSHORE FINANCIAL CENTRES 

1.1 Definition 

1.2 Short historical foray 

1.3 Why do natural and legal persons invest their own assets in fiscal paradises? 

1.3.1 Factors that allow the setting up of fiscal paradises. 

1.3.2 Factors that determine the choice of fiscal paradises 

1.3.3 The advantages offered by fiscal paradises and offshore financial centres (OFC) 

Chapter 2: THE MAIN OFFSHORE FINANCIAL CENTRES AND FISCAL PARADISES 

2.1 Areas that provide total tax exemption 

2.2 Areas where only the income made abroad is tax exempted 

2.3 Areas with low taxation level 

2.4 Special fiscal paradises 

Chapter 3: ACTIVITIES MADE BY OFFSHORE COMPANIES 



3.1 Particularities of legal environment of offshore companies 

3.1.1 The setting up of an offshore company 

3.1.1.1 The legal form of offshore companies 

3.1.1.2 The company’s name 

3.1.1.3 The authorised and issued capital  

3.1.1.4 The company’s headquarters  

3.1.1.5 The company’s stocks 

3.1.1.6 Warranties  

3.1.1.7 The conversion of social shares into stocks 

3.1.1.8 The General Assembly 

3.1.1.9 The vote right of the members 

3.1.1.10 The management of the company 

3.1.1.11 The company’s account, banking operations, dividends and company’s reserve 

3.1.1.12 The accountancy and audit of offshore companies 

3.1.1.13 The legal documents of the company 

3.2 The activity of the offshore companies 

3.2.1 International trade 

3.2.2 International investments 

3.2.3 Specializations of fiscal paradises 

3.2.3.1 Maritime companies 

3.2.3.2 Offshore banks 



3.2.3.3 Insurance companies 

3.2.3.4 Other tools used for fiscal planning 

Chapter 4: FISCAL ARBITRATION THROUGH FISCAL PARADISES AND OFFSHORE 

CENTRES  

4.1 The taxation policy of the offshore companies 

4.2 Fiscal planning – option of fiscal paradise 

4.3 General aspects of fiscal arbitration 

4.4 Practices of fiscal arbitration 

4.5 The fiscal arbitration through transfer prices 

4.6 Fiscal paradises and offshore centres at the limit of legality. Tax evasion 

4.6.1 International fiscal fraud 

4.6.2 Causes and effects of tax evasion 

4.6.3 Official reactions to the aggressiveness of promotion of fiscal paradises 

4.6.4 Restrictions imposed to offshore companies 

Conclusions 

2. Keywords: fiscal paradise, offshore centre, fiscal arbitration, transfer prices, tax 

evasion 

3. The essence of the paper 

 This PhD paper focuses on the challenges given by two structures of the 

international financial system, that is: the economy of the fiscal paradises, of the 

financial offshore centres and of the fiscal arbitration represented by these. 

 In the last 30 years we can easily notice, on an international level, an obvious 

tendency to general liberalization of capital flows from the world economy, especially 



the commercial and fiscal policies. The emphasis on the fiscal component allowed the 

development, in the context of international economical relations, of some territories 

with a different fiscal treatment. 

 These are the so-called fiscal paradises and offshore centres.  

 By fiscal paradise one understands the territory which gives a preferential 

treatment for the incomes made abroad. It is often a temporary deposit of funds coming 

from abroad and it is also used out of fiscal paradise (especially in money laundering) 

 The fiscal paradises play an important role into the movement of capitals and the 

achievement of complex networks of transactions and inter reactions between persons, 

companies and states. 

The goals of the research, motivation and the importance of research 

The goals of the research program refer both to the development of the 

conceptual side and that of the empirical one of the fiscal paradises and offshore 

centres. 

 The main goal of this paper is to make a radiography of what represents the 

fiscal paradises and offshore centres. 

The secondary goals consist in: the presentation of the world’s fiscal paradises 

and offshore centres, the analysis of the economic and fiscal circumstances, as well as 

the advantages offered by these ones, the identification of the main mechanisms of 

fiscal arbitration and the way they work, the clear presentation of the theoretical and 

legislative issues of the transfer prices and the emphasis of the aspects resulted from 

different approaches of these issues. 

The choice of this goal is motivated on the one hand by the necessity of knowing 

these centres through which essential financial assets are transitioned, and on the other 

hand by the importance of knowing some mechanisms through which these 

transactions are being made. 



The selection of the interest area and the determination of the research stages 

can be motivated by the fact that the documentation area of the fiscal paradises and 

offshore centres is a complex, interesting and all the same a necessary one. 

As the complexity of this topic makes impossible the emphasis of all aspects and 

features of fiscal paradises and offshore centres, I chose to focus on the fiscal 

arbitration (and in this case especially on transfer prices) offered by these centres. 

The subject I’ve discussed in this paper is a rather controversial one. Fiscal 

paradises and offshore centres represent notions that are at the boundary between 

moral and immoral, and the polemics on this subject are ample (we want to mention 

from the beginning that we won’t enter important details for the global finances) 

The boundary between the fiscal arbitration and tax evasion is a very sensitive 

one and that’s why these polemics are more or less party. Our aim is to present as 

objectively as we can the activity of these centres which irrespectively of the criticism 

made by those who see them dangerous, a place for money laundering, they are 

important financial centres. A great part of the scientific literature is focused on the 

delimitation need of the area of tax evasion, including the reduction of taxes through 

fiscal arbitration. 

A lot of regulations and legal stipulations, scientific papers and even most 

practical cases resulted from the casuistry of the fiscal authorities controls, not only from 

our country, talk about the fiscal arbitration as techniques of law avoidance only for 

fiscal advantages, without being accompanied by commercial consistency and 

economical substance. 

Thus we have the pro arguments as no one is forced to pay for something that  

law is not imposing. Consequently, anybody can look for solutions in order to protect 

himself from a taxation he/she considers excessive. In a country with high taxes, the 

application to fiscal paradises represents a real investment and an agent’s actions in 

this respect prove a careful knowledge and detailed analysis of the international context 

and especially an efficient capacity of taking decisions. This means the economical 

agent has carefully analysed the advantages and especially the risks and costs of the 



activity or investment’s movement into a fiscal paradise. Other economic agents turn to 

the gaps of the law and assume the advantages the fiscal paradises have to offer in 

order to minimise their tax levels. These people are looking for a maximization of their 

profits by reducing the taxes they pay inside the states they work. As long as these 

activities do not refer to an illegal infringement of the law they are not to blame. Instead 

they can be considered a way of reducing the fiscal costs and savings achievement.  

On the other hand, we have the con positions, these centres being considered 

means, tools through which it is made international tax evasion, money laundering, 

default of payment of the fiscal obligations of a natural or legal person towards the state 

through fraud methods, for example the non declaration of profit, the reduce of the real 

value of profit by rising the expenses or the decrease of the income by forgery, the 

registration with the fiscal authorities of false sheet balances, bankruptcy.  

The questions to which I tried to find an answer with my project are as 

follows: ‘’Why do natural and legal persons invest their assets in these locations’’? 

‘’Which are the opportunities deriving from this’’? ‘’How can one enhance the value of 

this’’? ‘’Do fiscal arbitration operations get benefits from this’’? ‘’How do companies 

operate by using the transfer prices’’? 

In order to achieve the goals of the research, the doctoral thesis has been 

divided into four chapters that follow a logical approach order, starting with theoretical 

issues that frame the topic into the research area and going on with the applicable ones 

that verify the applicability of the fiscal paradises and offshore centres. 

The structure of this work followed a coherent approach beginning with the large, 

deterministic  frame of the fiscal paradises and offshore centres, then turning to specific 

aspects of the fiscal arbitration and transfer prices on an international level.  

The work begins with the presentation of the scientific importance of the research 

topic, with the research goals and the research hypothesis – both the fundamental and 

the empirical ones. Then different methods used in the scientific approach are 

presented, making references to the complementarity between the fundamental and 



applicable research. The main quantitative and qualitative used methods are shortly 

explained. Also, it is presented the structure of the doctoral thesis. 

Within the first chapter of my thesis CHARACTERIZATION AND ROLE OF 

FISCAL PARADISES AND OFFSHORE FINANCIAL CENTRES I tackled aspects that 

belong to the definition of fiscal paradises and offshore centres in general, and the way 

these concepts are being illustrated in the scientific literature. Thus, I’ve seen that 

during the time a lot of definitions for the fiscal paradise notion have been made, some 

of which have been accepted more or less by scientists or professionals. Because of 

this we often find numberless debates on this subject in the scientific literature. Often 

fiscal paradises and offshore centres are considered synonyms, but they significantly 

differentiate even if in practice a lot of fiscal paradises are offshore centres too and vice 

versa.  

Further on, I analysed the historical route of these entities, showing the premises 

of the their development in the last period: the international situations have been 

evolved towards deregulation and an acute competition on the financial markets led to 

the appearance and development of the Euro markets and international financial 

centres with a pronounced tendency to move the financial activities to areas where the 

number of regulations is reduced to minimum, that is fiscal paradises and offshore 

centres.  

In Chapter two THE MAIN OFFSHORE FINANCIAL CENTRES AND FISCAL 

PARADISES I presented the fiscal paradises and offshore centres, with a review to the 

most important centres of this kind that activate on an international level. I analysed a 

few centres from a few perspectives: areas that provide a total tax exemption, areas 

where only the income made abroad is exempted, areas with a low level of taxation, 

and the special ones. Each centre is presented by taking into consideration its own 

features, thus making a pertinent comparison between them. 

The Chapter three has a practical orientation. A field interesting both for 

theoreticians and professionals is the research of the activities made by offshore 



companies. That is why, it is first presented the way such entities can be set up and 

then what they can do. 

In the last chapter of the work, THE FISCAL ARBITRATION THROUGH 

FISCAL PARADISES AND OFFSHORE CENTRES, I chose to present the offshore 

centres and the strategies of international fiscal arbitration. I also analysed the ways 

companies can optimize their flow cash taking benefits from the international fiscal 

arbitration and the legislative stipulations. As the line between the fiscal arbitration, the 

avoidance of the tax payments and fiscal evasion is most of the times vaguely enough 

and the companies strategies can be subject to interpretation, I emphasised the position 

of legislation from different countries towards this subject (in this context tax evasion 

represents without doubt one of the most studied phenomena within the Taxation and 

Fiscal Right, both theoretically and practically). 

The fiscal paradises that have not been enough regulated and that gained a 

good name through banking secret were subject to notorious swindle, fraud, huge sums 

of money resulted from tax evasion, defalcation and money laundering or even finance 

of terrorist organisations.  

In this chapter I also approached the issue of transfer prices as a practice for 

fiscal arbitration, the transfer prices representing a concept and a reality more and more 

present in the last years on the business plan and international taxation, once with the 

acceleration of the globalization determined by the growing internationalization of 

multinational corporations. 

This section of the doctoral thesis has been made with an approach vision both 

from the perspective of the authorities and the fiscal and regulation administrations, but 

especially with a powerful approach component from the point of view of multinational 

company as a globalisation actor and essential factor of all the developments that 

belong to the transfer prices policy. 

The criteria I chose to write this thesis are those of a comparative analysis on 

fiscal regimes, and the research methods are chosen according to the studied themes, 

trying to describe, explain and interpret the events from the author’s perspective. The 



methodology is complex, from the statistic-economical analyses of the information 

regarding taxation to the approach of some comparative techniques and some 

mechanisms specific to fiscal arbitration. 

Within the doctoral thesis, the theoretical research combines with that empirical, 

practical one. This offers a high credibility to the research results. The research mainly 

focuses on a qualitative research, characterised by: the presentation of the studied 

issue, the development of the working hypothesis, the definition of the variables, the 

identification of the relations. 

In order to achieve the proposed goals, the research focused on a deductive 

approach, starting from general information to particular ones, especially on the level of 

qualitative researches, but also focused on an inductive approach from particular to 

general thus starting from the results of some quantitative and qualitative studies I 

formulated some personal opinions which add to the researches made until now. 

One of the most important tasks in this research has been the study of the 

existent scientific literature in order to assimilate the already known information and 

to find the latest details from this field. In order to write the thesis, I used books both 

from the Romanian scientific literature and from foreign scientific publications. I also 

made use of articles from different magazines in this field and on line sites. All these 

sources can be found in the bibliography attached at the end of the thesis (bibliography 

in Romanian and English languages that can be books, articles from magazines, and 

periodical publications from internet). As to other bibliographical sources, lots of 

international organisations follow closely this topic and periodically publish on their 

official sites various articles, data or information that can be downloaded in pdf format. 

These documents can be found by accessing the links that are to be found also in the 

bibliography. 

From point of view of the stages of the research process, the first stage in the 

scientific research process was the selection of the interest area. Because of the 

complexity of the chosen topic, the study of the fiscal paradises and offshore centres 

required an interdisciplinary approach from several scientific fields as: economy, 



finance, management, law. Being mostly framed into the finance area, the research also 

contains aspects from management, law, economy sector and European policies. A 

second stage required the formulation of the main hypothesis. Our prospective 

approach required taking into consideration some of the main hypothesis as: 

H1 the optimization of the taxation process is as essential as a better 

administration of operational costs and risks of any nature a company faces with.  

H2 the economical agents are more and more facing the issue of fiscal efficiency.  

H3 fiscal paradises and offshore centres provide the achievement of arbitration 

opportunities for companies. 

Another stage assumed the identification of the prevalent approach wave, which 

is a positivist one (being characterised by a detached approach of the research that 

analyses the facts and causes that generated the actual situation of the fiscal paradises 

and offshore centres, but also contains interpretative approaches by continuous 

concern to understand and identify the actual problems they face, but not deprived of 

critical valence) 

A third stage was about the own research on the basis of the precedent research 

and the huge bibliography.  

From theoretical perspective, this thesis tries to follow the explanation of some 

concepts related to fiscal paradises, approaching aspects related to the advantages of 

their use and the impact they have on economy.  

On the other hand, the significance of the research comes also from the 

awareness of the role of a fiscal paradise, the good knowledge of the little gates offered 

by fiscal arbitration and the technical procedures derived from this.  

One of the most important tasks in this research has been the study of the 

existent scientific literature in order to assimilate the already known information and 

to find the latest details from this field. In order to write the thesis, I used books both 

from the Romanian scientific literature and from foreign scientific publications. I also 



made use of articles from different magazines in this field and on line sites. All these 

sources can be found in the bibliography attached at the end of the thesis (bibliography 

in Romanian and English languages that can be books, articles from magazines, and 

periodical publications from internet). As to other bibliographical sources, lots of 

international organisations follow closely this topic and periodically publish on their 

official sites various articles, data or information that can be downloaded in pdf format. 

These documents can be found by accessing the links that are to be found also in the 

bibliography. 

After writing this thesis, I can say that fiscal paradises have been and are being 

looked for in the entire world and represent an efficient solution if one wants the 

avoidance of taxation or the reduction of its level. As I have been proved and showed 

along this thesis, not only the taxation does represent a powerful point of these 

jurisdictions, but also the other general and particular characteristics, issues tackled in 

Chapter three. 

Even if there are persons who would accuse the use of the fiscal paradises as an 

immoral practice, as by this method one avoids some payments to the state the person 

is part of, however these remain legal ways to avoid heavy taxation from one’s own 

residence country.  

In spite of all researches made in this field, this thesis was meant to contribute to 

the development of the researches related to the activity of the fiscal paradises and 

offshore centres.  

Like any scientific approach, besides the results obtained, the paper also 

presents certain limits, these representing topics for future research. Thus, this 

research has identified as limit the lack of some actual and complete information. 

The perspectives of the research 

Because of its complexity and multidiscipline, the studied field is inexhaustible 

and there are a lot of going on directions of the research. Also, the limits of this paper 

constitute aspects that can be turned into future documentation. 



In conclusion, I can say it is an interesting, controversial topic and discussed a lot 

in articles, periodical publications. It is a public interest topic for a variety of persons.  

 

 

 

  

 

 

 

 

 

 

 

 

 

  

 

 


