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I. Introduction
“!e billions attracted by tax havens do harm to sending and 

receiving nations alike’ (Shaxson, 2019)”

The use of offshore tax havens deprives domestic econ-
omies of tax revenue, draining developing countries in 

particular of a valuable source of public funds (Henry, 2012). 
In aggregate, governments lose between $500 billion and 
$600 billion annually to tax havens in the form of lost corpo-
rate tax revenue (Crivelli, de Mooij & Keen, 2016; Cobham 
& Janský, 2018). Hungary comes in third place among EU 
nations in terms of these losses: it could collect an additional 
23% of tax revenue was it not for the extensive use of off-
shore havens. Poland and the Czech Republic could collect a 
further 10% and 6% respectively (Torslov, Wier & Zucman, 
2017). The potential impact of offshore wealth on inequal-
ity measures is particularly salient in the context of Eastern 
Europe. Four decades of communist rule in Czechoslovakia, 
Poland and Hungary had a pronounced effect on the distribu-
tion of wealth and income. From 1990-2000, the Gini coef-
¿FLHQW�HVWLPDWHV�URVH�E\�DQ�DYHUDJH�RI����EDVLV�SRLQWV�DFURVV�
the Visegrad Group [V4]. There is evidence that wealth in-
equality in the V4 has continued to rise up until and following 
the crisis: in Poland, for example, the concentration of assets 
amongst the wealthiest households increased by 4% in the pe-
riod 2014-2018 (Krukowska, 2017). A similar upward trend 
in inequality has been observed in the Czech Republic.
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Private wealth has come to comprise an increasingly import-
ant share of national wealth in Eastern Europe since the 1990s 
(Zuk et al., 2018). Residents of the V4 countries have in re-
cent years been consistently linked to offshore entities (ICIJ 
Offshore Leaks Database, 2019), including former Slovakian 
prime minister Robert Fico (Liptáková, 2016). Pawl Piskor-
ski, the Mayor of Warsaw (1999-2002), came under scrutiny 
in 2005 when it emerged that his assets exceeded those he 
declared as an MEP (2004-2009). In 2013 Piskorski attempt-
ed to open a Panamanian bank account on his own behalf 
(ICIJ Offshore Leaks Database, 2019). Having observed the 
increasing wealth inequality together with the scandals sur-
rounding Panama Papers in recent years, we hypothesize a 
VLJQL¿FDQW�ULVH�LQ�RIIVKRUH�ZHDOWK�DPRQJ�WKH�UHVLGHQWV�RI�9��
countries. 
          Much of the research on the evolution of offshore wealth 
has been concerned with well-developed countries in Europe 
– primarily Scandinavia (Alstadsæter, Johannesen & Zuc-
man, 2018) and France (Garbinti, Goupille-Lebret & Piketty, 
2016). Studies have also been conducted to investigate the 
relationship between wealth inequality and offshore wealth. 
However, no study has provided a comprehensive time series 
analysis of offshore wealth in the V4. The Visegrad countries 
offer an interesting case study. They comprise four open econ-
omies that are similar in many ways - geographically, cultur-
ally, and historically (International Visegrad Fund, 2019) - but 
exhibit heterogeneity in terms of political stability and eco-
nomic growth1����:H��WKHUHIRUH��SUHVHQW�WKH�¿UVW�VWXG\�RQ�WKH�
evolution of offshore wealth in the post-communist countries 
of the Visegrad group. 

1 “Individual Visegrad countries are dealing with heterogeneous problems” (Hel"usová, 2003); see 
also Figures 2 and 3.
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Country-by-country estimates of offshore wealth by 
Alstadsæter, Johannesen and Zucman (2018) identify a num-
EHU�RI�VLJQL¿FDQW� IDFWRUV� WKDW�GHWHUPLQH� WKH�QDWLRQDO�VL]H�RI�
offshore wealth: a) proximity to Switzerland; b) political and 
economic instability; c) presence of natural resources (partic-
ularly oil); and d) taxation legislation. According to Andersen 
HW�DO����������H[RJHQRXV�LQFRPH�VKRFNV�FDQ�OHDG�WR�VLJQL¿FDQW�
increases in hidden wealth at the country level; these effects 
can, however, be mitigated when the country exhibits strong 
political stability2.  

!is leads us to hypothesize: 
+���7KHUH�ZDV�D�VLJQL¿FDQW�LQFUHDVH�LQ�WKH�RYHUDOO�PDJQL�
WXGH�RI�RIIVKRUH�ZHDOWK�DV�D�SURSRUWLRQ�RI�*'3�LQ�WKH�9��
FRXQWULHV�RYHU�WKH�WLPH�SHULRG������WR�������
+���7KH�HYROXWLRQ�RI�WKH�SROLWLFDO�VWDELOLW\�DQG�HFRQRPLF�
VWDELOLW\�LQGLFDWRUV�LQ�HDFK�RI�WKH�9��FRXQWULHV�LV�VLJQL¿FDQW�
LQ�H[SODLQLQJ�WKH�VL]H�RI�RIIVKRUH�ZHDOWK�DV�D�SURSRUWLRQ�RI�
*'3�

             &RXQWULHV�ZLWK�D�KLVWRU\�RI�VHYHUH�DQG�SHUVLVWHQW�¿QDQFLDO�
crises such as Argentina and Russia are found to have higher 
percentages of offshore personal wealth relative to their GDP 
than nations with more stable macroeconomic structures. We 
WKXV�DQWLFLSDWH�VLJQL¿FDQW�VSLNHV� LQ�RIIVKRUH�ZHDOWK� WR�*'3�
UDWLRV�LQ�WKHVH�FRXQWULHV�IROORZLQJ�WKH�¿QDQFLDO�FULVLV��
 

2 We cannot test for the e#ect of proximity to Switzerland explicitly as we use a $xed e#ects model. 
However, our four countries’ respective proximities to Switzerland (and indeed other tax havens) 
are similar. Hence, we assume that this variable is unlikely to be signi$cant in driving heterogene-
ities in o#shore wealth in this particular study. 
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We therefore also hypothesize that: 
H3: Hungary and the Czech Republic, the 2 countries of the 
V4 that were most severely affected by the Financial Crisis 
of 2008-09 would note a structural break in the magnitude of 
offshore wealth in the years following the crisis.

II. Literature Review
         Henry (2012) calculates a revised measure of the 
GLVWULEXWLRQ� RI� JOREDO� ¿QDQFLDO� ZHDOWK�� WDNLQJ� RIIVKRUH�
ZHDOWK� LQWR� DFFRXQW�� DQG� ¿QGV� WKDW� QHDUO\� KDOI� RI� DOO� RII-
shore wealth is owned by 0.001% of the world’s popula-
WLRQ��+H�¿QGV� WKDW� WKH�RIIVKRUH�HFRQRP\�LV� ODUJH�HQRXJK�WR�
KDYH� YHU\� VLJQL¿FDQW� QHJDWLYH� LPSDFWV� RQ� WKH� GRPHVWLF� WD[�
bases of “key source countries”3 , of which Hungary is one. 
From the 1970s until 2010, private elites in these countries 
had accumulated $7.3 to $9.3 trillion of unrecorded off-
shore wealth. Henry’s work highlights the implications of 
private offshore wealth for these countries, both in terms of 
their international balance sheets and inequality measures.
                 Shaxon, Christiensen and Mathiason (2012) scale-up 
BIS offshore deposit data by non-banks by a ratio of deposits 
WR�DOO�¿QDQFLDO�DVVHWV��7KH\�HVWLPDWH�WKH�WRWDO�YDOXH�RI�RIIVKRUH�
private wealth to be $11.5 trillion as of June 2004, approximate-
O\������WULOOLRQ�RI�ZKLFK�FRQVLVWHG�RI�RIIVKRUH�¿QDQFLDO�DVVHWV��
            Novokmet, Piketty and Zucman (2017) present re-
sults on the evolution of private and offshore wealth in Rus-
VLD��7KH\� ¿QG� WKDW�5XVVLDQ�RZQHG� RIIVKRUH�ZHDOWK� LV�PRUH�
WKDQ� WKUHH� WLPHV� ODUJHU� WKDQ� RI¿FLDO� IRUHLJQ� UHVHUYHV�� 7KH\�
DOVR� ¿QG� WKDW� 3RODQG�� WKH� &]HFK� 5HSXEOLF� DQG� +XQJDU\�
have each been characterized by high and rising inequality 
3 !ose countries that have seen consistent net capital out%ows over time.
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since 1990. Moreover, inequality varies among post-com-
munist countries, with the top 1% income shares below 5% 
in Russia but below 3% in the Czech Republic. They attri-
bute this disparity to differing institutional frameworks that 
emerged after the fall of the Soviet Union, with Eastern Eu-
ropean countries boasting a higher rule of law and better 
protection of property rights4  than Russia. Institutional and 
SROLWLFDO� IDFWRUV�PD\� WKXV� EH� VLJQL¿FDQW� LQ� GHWHUPLQLQJ� WKH�
magnitude of offshore wealth in Eastern European countries. 

*HQVFKHO�� /LHUVH� DQG� 6HHONRSI� ������� ¿QG� WKDW� DW�
any country size and tax level, poorly governed countries 
VXIIHU� PRUH� LQ� WHUPV� RI� FDSLWDO� RXWÀRZV�� :HOO� JRYHUQHG�
countries boast low corruption and have a reasonably ef-
fective tax administration. Poorly governed countries can 
offer fewer guarantees to investors against the future ex-
propriation of their assets. Thus, they show the regressive 
distributive effect of tax evasion under poor governance. 

 The literature on the association between cross-country 
differences in personal income taxation and offshore wealth 
magnitude is somewhat contradictory: some studies indicate 
lower levels of offshore wealth in high-income tax countries 
(Alstadsæter et al., 2019); others suggest the contrary (Novok-
PHW�HW�DO����������+RZHYHU��D�UHDVRQDEO\�XQL¿HG�SHUVSHFWLYH�RQ�
the time-varying characteristics of personal income taxation 
within a country has been outlined in the research. A one-off 
increase in private income tax is generally associated with a 
rise in wealth held offshore by residents (Torslov et al., 2019). 
7KLV� LV� GLUHFWO\� WHVWDEOH� ZLWK� RXU� SDQHO� GDWD� VSHFL¿FDWLRQ�

4 !e higher-quality institutional frameworks are likely a consequence of prospective accession to 
the EU (Berglof & Roland, 1997). 
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III. Empirical Approach
      We drew on some of the empirical methods used 
by Zucman (2013) and Alstadsæter, Johannesen 
and Zucman (2018). The steps of our analysis were:

(a)  Investigate the evolution of deposits since the ear-
ly 1990s, treating it as a proxy5   for the evolution of 
offshore wealth. We calculate the total amount of house-
hold wealth held in each offshore centre for the time pe-
riod 2001-15 [using the estimates compiled by Zucman 
(2017)] and then assign a proportion of this to the four 
countries. These proportions are based on the percentage 
of deposits in each respective OFC belonging to residents 
of each V4 country. From this, we approximate the mag-
nitude of private offshore wealth for each V4 country 
from 2001 through 2015.
(b) Perform paired-samples t-test to test hypothesis 1, that 
overall magnitude of offshore wealth has risen in the four 
counties over the period 2001 to 2015. We account for an 
increase in Gross Domestic Product during the time period 
by scaling the results by GDP for each country in question.  
(c) Regress our offshore wealth measure on various poten-
tial determinants of offshore wealth holdings (as outlined 
in the literature), including measures of economic and po-
litical stability. We ensure our explanatory variables fall 
within a generally acceptable range of multicollinearity 
�DV�VSHFL¿HG�LQ�+DLU�HW�DO���������DQG�5LQJOH�HW�DO����������

2XU� SUHIHUUHG� VSHFL¿FDWLRQ� LV� RXWOLQHG� LQ� (TXD-
tion (1) where refers to the magnitude of offshore house-
hold wealth, as proxied by offshore deposits, in a given 
year and time quarter. The variable refers to an indicator 
5 See section VI: ‘Caveats’. 
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of political stability. Also accounted for is a rule of law in-
dicator . Changes in unemployment rate, GDP growth, and 
public debt, constitute our indicators of economic stabil-
ity. Change in taxation legislation is proxied by the per-
sonal income tax. We include natural resource rents as6.

IV. Overview of the Data Set
   Our dataset is compiled from a number of sourc-

es. For the offshore deposit data, we rely on freely available 
data published by the Bank for International Settlements 
(BIS, 2019). In particular, our analysis utilizes the interna-
tional bank deposits data, published quarterly by the BIS 
RI¿FH��RYHU�����������IRU�HDFK�RI�WKH�IRXU�9LVHJUDG�*URXS�
countries. Our analysis uses data on the deposits owned by 
non-banks only. That is, we always exclude interbank de-
SRVLWV�� DV� WKH\� GR� QRW� UHÀHFW� KRXVHKROGV¶� RIIVKRUH�ZHDOWK� ��
As in Alstadsæter et al. (2018), we assume that if (for ex-
ample) Poles own 10% of the deposits belonging to for-
eign non-banks in Singapore, then they also own 10% of 
the household offshore wealth held there—i.e., that the dis-
tribution of deposits is the same as that of offshore wealth7. 

7DEOH� � shows the summary statistics of offshore de-
posits in each of the Visegrad group countries togeth-
6 Natural resource rents are time variant due to natural endowments, the propensity of govern-
ments to commercialize resources, global prices etc. 
7 !e dataset does include a speci$c measure of household deposits. !is household deposit 
measure does not however allow for wealthy households using $nancial holding companies as the 
nominal holders of their assets, in which case their deposits are assigned to the broader category of 
“non-bank $nancial” owners (Alstadsæter et al, 2018). Hence, we base our analysis on the general 
“non-bank $nancial” deposits measure. 



10

Student economic Review vol.XXXiv

er with providing statistics on average offshore de-
posits in years 2001, 2005, 2011 and 2015; Figure 1 
traces the evolution of offshore deposits over the time period.  

   
               

Note: 

(1) The magnitude of offshore deposits is in billions USD. Data is collected quarterly. 

(2) We note a clear upward trend during 2000-2015 in all of the four countries; most no-
tably in the Czech Republic and Hungary. However, a temporary drop in offshore wealth 
LQ�WKHVH�WZR�FRXQWULHV�D�IHZ�\HDUV�DIWHU�WKH�RQVHW�RI�WKH�¿QDQFLDO�FULVLV�LV�FOHDUO\�VKRZQ��
This is consistent with Czech Republic and Hungary being the two regions most severely 
impacted by the economic downturn (Pakulski, 2016). In contrast, Slovakia and Poland 
exhibit much lower deviations from the long-run trend.
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As for the potential determinants of offshore wealth 
holdings, we utilize a number of indicators published by the 
World Bank (2019); its “Political Stability and Absence of 
Violence/Terrorism”, “Rule of Law” and “Total Natural Re-
sources Rents as a % of GDP” estimates. Changes in unem-
ployment rate, per capita income, GDP growth and public 
debt from the World Bank’s (2019) World Development In-
dicators constitute our indicators of economic stability. The 
plots of political stability and GDP growth for each of the four 
countries over the time period are depicted in Figures 2 and 
���:H�DOVR�LQFOXGH�WKH�FRHI¿FLHQW�RI�SHUVRQDO�LQFRPH�WD[DWLRQ�
based on statistics from the OECD Tax Database (2019).  

Figure 2: Estimates of Political Stability and Absence of Vi-
olence/Terrorism
Note: Estimate gives the country’s score on the aggregate in-
dicator, in units of a standard normal distribution, [i.e. rang-
ing from approximately -2.5 to 2.5.]
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Figure 3: GDP Per Capita Growth
1RWH��$QQXDO�¿JXUHV�RQ�3HU�&DSLWD�*'3�*URZWK�LQ�WKH
Visegrad Four. GDP per capita growth in $Bn.

V.Results
���������:H�¿QG�D�VLJQL¿FDQW�LQFUHDVH�LQ�WKH�PHDQ�DPRXQW�RI�
offshore wealth in the Visegrad countries over 2001-2015. 
Results of the paired samples t-test for equality of offshore 
ZHDOWK�PHDQV�DUH�VXPPDUL]HG�LQ�7DEOH����:H�¿QG�WKH�LQFUHDVH�
in the mean amount of offshore wealth holdings between the 
\HDUV������DQG������WR�EH�VLJQL¿FDQW�HYHQ�DW�WKH����VLJQL¿-
cance level. Furthermore, there is an approximately $1.95 bil-
lion increase in the mean amount of non-bank offshore wealth 
held by the Visegrad Four during the period (see Table A1 in 
Appendix). 



13

economic Policy   

� � � � � �$V� IRU� WKH� LQÀXHQFH� RI� WKH� �����)LQDQFLDO�&ULVLV��ZH�
identify a dramatic rise in the magnitude of offshore wealth 
holdings for the Czech Republic and Hungary in the years 
IROORZLQJ�WKH�GRZQWXUQ��0RUH�VSHFL¿FDOO\��ZH�¿QG�VWUXFWXUDO�
breaks in the offshore wealth series of both countries. The 
main results of structural break testing are reported in Table 3.
            For the Czech Republic, we discover a sudden dramatic 
deviation from the long-run upward time trend in the series 
EHWZHHQ�WKH�\HDUV������DQG�������7KLV�ULVH�LV�VLJQL¿FDQW�HYHQ�
DW�WKH�����FRQ¿GHQFH�OHYHO��3HU�=HLOHLV�HW�DO����������ZH�FRQ-
clude that a structural break in offshore wealth holdings can 
EH�WUDFHG�EDFN�WR�WKH�¿UVW�TXDUWHU��4���RI�������$V�IRU�+XQ-
garian offshore wealth holdings, we again conclude a pres-
HQFH�RI�VWUXFWXUDO�EUHDN�ZLWK�����FRQ¿GHQFH��7KH�UHFXUVLYH�
Optimal 2-segment partition F-testing traces the sudden dra-
matic deviation from the long-run wealth trend to Q4 of 2011. 
              These results are in accordance with Popov (2015). 
Since Hungary and the Czech Republic were the two V4 coun-
tries most severely impacted by the 2008-09 Global Financial 
&ULVLV��WKHLU�VHULHV�PLJKW�H[KLELW�VLJQV�RI�FDSLWDO�ÀLJKW�WR�PRUH�
¿QDQFLDOO\�VHFXUH�ORFDWLRQV�LQ�WKH�DIWHUPDWK�RI�WKH�FULVLV�
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The results of our panel data regression estimation8  
DUH�VXPPDUL]HG�LQ�7DEOH����2XU�SUHIHUUHG�VSHFL¿FDWLRQ�LV�RXW-
lined in column (1), as it explains most variation in offshore 
ZHDOWK��:H�¿QG�WKH�XQHPSOR\PHQW�UDWH��SXEOLF�LQGHEWHGQHVV��
personal income taxation, the rule of law and resources all to 
EH� VLJQL¿FDQW� GHWHUPLQDQWV� RI� RIIVKRUH�ZHDOWK�� &RQWUDU\� WR�
*HQVFKHO�HW�DO����������ZH�¿QG�WKH�5XOH�RI�/DZ�LQGH[�VFRUH�
to have a positive effect on offshore wealth holdings. Higher 
offshore holdings are discovered among Visegrad residents 
during periods of good governance. In contrast, political sta-
bility and the GDP growth variables have very little explana-
tory power9. 
8 Having observed country-speci$c $xed e#ects among the Visegrad group (refer to Appendix 
Figure 1 and Appendix Figure 3) and non-zero variance of the random e#ect (see Table A2), we 
estimate the preferred panel data speci$cation using $xed e#ects method. !e full range of supple-

mentary diagnostic checks can be found in the Appendix. 
9 One possible explanation for this is that high political stability may be associated with strongly 
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VI. Caveats
 We acknowledge that there are some limitations to 

RXU�DQDO\VLV��2XU�VWXG\�RQO\�H[DPLQHV�¿QDQFLDO�ZHDOWK��:H�
exclude foreign residential real estate, gold, art and other 
QRQ�¿QDQFLDO� DVVHWV� DV� WKHUH� LV� QR� V\VWHPDWLF� LQIRUPDWLRQ�
available on these assets. Moreover, deposits only account for 
a fraction of total offshore wealth. The BIS dataset we use 
does not include portfolio equities, mutual share funds and 
bonds entrusted by households to offshore banks. Following 
$OVWDGV WHU�HW�DO����������ZH�DUH�FRQ¿GHQW�LQ�RXU�DVVXPSWLRQ�
that the distribution of offshore bank deposits is strongly cor-
autocratic government. (World Bank, 2014) We would expect political stability to be positively sig-
ni$cant (domestic uncertainty is reduced, reducing incentive to hold money abroad) in explaining 
o#shore wealth. However, it is possible that in aggregate the negative e#ects of stability on wealth 
(risk of expropriation by an autocratic government or elite in-group, extractive domestic tax re-
gime) counteract the positive, leading to overall insigni$cance. [see section VI: ‘Caveats’ for further 

discussion] 
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related with that of total offshore wealth. As such, our orders 
of magnitude are likely robust. 
             The increasingly widespread use of shell companies 
since the mid-2000s complicates matters, making it challeng-
LQJ�WR�LGHQWLI\�WKH�EHQH¿FLDO�RZQHUV�RI�ZHDOWK�KHOG�RIIVKRUH��
We anticipate a disproportionate amount of wealth may be 
assigned to countries where shell corporations are located. 
            We cannot rule out the possibility that variables with 
explanatory power may have been omitted. In particular, (fol-
lowing our unexpected result regarding the effects of political 
stability) further study should include the effects of levels of 
corruption and democracy on offshore wealth. 

VII. Conclusion
         Mean offshore wealth belonging to Visegrad residents 
KDV�LQFUHDVHG�VLJQL¿FDQWO\�IURP������������2XU�DQDO\VLV�LQ-
dicates that unemployment rates, levels of public indebted-
ness, personal income taxation, the rule of law and natural 
UHVRXUFH� UHQWV� DUH� VLJQL¿FDQW� GHWHUPLQDQWV� RI� 9�� RIIVKRUH�
ZHDOWK��6RPHZKDW�VXUSULVLQJO\��ZH�¿QG�WKDW�SROLWLFDO�VWDELOLW\�
DQG�*'3�JURZWK�KDYH�YHU\�OLWWOH�H[SODQDWRU\�SRZHU��:H�¿QG�
evidence of a structural break in the magnitude of offshore 
wealth holdings for the Czech Republic and Hungary in the 
years following the 2008-2009 downturn. We conclude that 
economic instability is an important factor driving V4 resi-
dents to hold wealth in offshore centres, as are institutional 
and legislative factors. We propose some possible extensions: 
for one, the dataset used could be expanded to include port-
IROLR� VHFXULW\� GDWD��0RUHRYHU�� IXUWKHU� UHVHDUFK�PD\� EHQH¿W�
from a more comprehensive regression analysis, including 
measures of corruption and democracy. While further study is 
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needed to provide a comprehensive picture of offshore wealth 
in the V4 in recent decades, we see our research as a useful 
starting point for investigation of Central and Eastern Euro-
pean offshore wealth.
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