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FACILITATING CROSS-BORDER TRADE: EXPLORING THE CUSTOMS
MEASURES WITHIN THE RCEP

The Regional economic partnership agreement, which entered into force on January 1, 2022, has attracted
wide interest because it is considered the largest trade bloc in the world. According to Article 1.3 (B), the
Agreement aims to promote trade between the participating states (ASEAN member countries, Japan, the
Republic of Korea, Australia, New Zealand, and China) by eliminating tariff and non-tariff barriers to trade.
Taking into account the insufficient scientific study of Chapter 4 Customs Procedures and Trade Facilitation
(CPTF) and in some cases the relevance of how certain rules are applied in practice, it was decided to
investigate the following issues: innovations to the RCEP in the obligations of states in the customs sphere
in comparison with the standard FTA; how the supplier processes the goods and how customs clears the
goods; what simplifications are provided in the preparation of documentation for the movement of goods
across the border; the author simulated the situation of interstate trade with Japan for a better step-by-step
understanding of what actions the supplier should learn.

Finally, the benefits for countries that are not members of the REP, but bear the fruits of customs reforms and
digitalization of customs, were examined. The author uses theoretical and empirical methods in his work. In
parts of the study, the author gives examples of the practical application of the provisions and uses situation
modeling. The central objective of the CPTF chapter is to establish an equitable platform for all 14 member
countries, accommodating their circumstances. The primary focus of RCEP member states is to amplify
trade transparency, bolster involvement in global and regional supply chains, and ensure uniform customs
procedures. Notable aspects encompass the introduction of advanced rulings, initiatives for paperless trade,
authorized operator schemes, and defined timelines for customs procedures. The execution of the CPTF
chapter is overseen by customs administrations in each member state, though disparities in preparedness
lead to flexibility in implementing commitments. Non-member nations, exemplified by Ukraine, can indirectly
gain from RCEP by imbibing member states’ reforms, optimizing customs protocols, and fighting against
corruption.

Key words: customs affairs, customs activity, foreign economic activity.
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Introduction. The Regional Comprehensive Economic
Partnership (RCEP) constitutes the preeminent regional multilateral
free trade accord worldwide. Its fundamental objective is the
establishment of an integrated regional marketplace primarily
centered upon the ten sovereign states comprising the Association
of Southeast Asian Nations (ASEAN), together with the economies
of New Zealand, Australia, China, Japan, and the Republic of Korea.
The RCEP will work alongside and support an open, inclusive,
and rule-based multilateral trading system. The negotiation of the
agreement took almost a decade and was completed in 2020. The
aggregate assembly of fifteen constituent nations within RCEP
collectively embodies a cumulative gross domestic product (GDP)
of approximately 38,813 billion USD, equating to roughly 30%
of the global GDP (Study on Tariffs: Analysis of the RCEP Tariff
Liberalization Schedules, 2022b). Noteworthy to mention, five of the
RCEP constituent nations, namely Australia, China, Indonesia, Japan,
and South Korea, concurrently hold membership within the Group of
20, the internationally recognized forum facilitating global economic
collaboration among the world’s foremost twenty economies (The
Regional Comprehensive Economic Partnership, 2022). Under the
Agreement, average tariff liberalization (i.e., tariff lines subject to
elimination or reduction) across participating countries will improve
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to 97.4 percent compared with existing ASEAN+1 FTAs where average liberalization ranges from
89.8 percent (under ASEAN-Japan Comprehensive Economic Partnership) to 94.6 percent (under
Agreement Establishing the ASEAN-Australia-New Zealand Free Trade Area) (RCEP Highlights, 2022).

The purpose of this study is to (1) analyse the intricacies and implications of the Customs Procedures
and Trade Facilitation Chapter (CPTF) within the Regional Comprehensive Economic Partnership
(RCEP) agreement; (2) conduct an in-depth legal and regulatory examination of the Customs Chapter,
delving into its clauses, obligations, and potential impact on the customs procedures and trade facilitation
among the member nations; (3) investigate the degree of harmonization achieved in customs practices and
regulations across the diverse member states, considering factors such as tariff classifications, valuation
methodologies, rules of origin, and trade documentation requirements. The additional aim of the research
is to anticipate potential future implications of the Customs Chapter on regional trade dynamics, customs
administration practices, and its potential impact on Ukraine's international trade in goods.

Understanding the CPTF Chapter RCEP. As of August 2023, there are 14 active members of the
RCEP: 9 ASEAN states, China Japan, the Republic of Korea, Australia, and New Zeeland. It is important
to note that the RCEP agreement can only be used among its active members. In February 2023, the
Philippine Senate ratified the agreement, marking the country as the last signatory, apart from Myanmar,
to finalize its commitment to the treaty (Rocamora, 2023). Thus, at the moment the RCEP cannot be used
to trade with Myanmar. Hopefully, during the next half year, all countries will become active members of
RCEP. RCEP is based on ASEAN+1 agreements, especially the ASEAN-China agreement. The crucial
part is that some elements are innovative. In particular customs rules in RCEP are different from the
ASEAN+1 agreement rules. Special attention should be given to exceptions, €.g. Laos has received
exceptions due to the least developed country status. Thus, the exception rules should be read closely to
make sure it applies in a particular case. RCEP is a comprehensive agreement that covers a range of topics
like goods, services, investment, and intellectual property rights.

Altogether there are 20 Chapters in RCEP final agreement. The RCEP comprises 20 Chapters and
includes many areas that were not previously covered in the ASEAN+1 FTAs. The RCEP has specific
provisions covering trade in goods including rules of origin, customs procedure and trade facilitation,
sanitary and phytosanitary measures, standards, technical regulations, and trade remedies. However, the
focus of this research is customs law. The trade under RCEP is shirting from the traditional scheme to a sui
generis “in Asia for Asi’’» model (Zhang, 2022). The important benefits offered by RCEP are as follows:

1) lower tariff rates or even zero tariffs for qualifying products;

2) identical rules of origin for all RCEP markets;

3) one document, RCEP PCO (to show that goods qualify);

4) consistent rules at the border (to make clearance faster); Every port of entry is supposed to have
the same customs rules across RCEP.

According to Mrs. Chansopeap Ouk, Chief of the Free Trade Office, who represented Cambodia
at the RCEP customs sub-working group it took 4 years to negotiate RCEP CPTF. The sub-working
group commenced in 2013 and finished in autumn 2018 after 21 rounds of negotiations. Coincidence
or not, the 21st round of negotiations contributed to the planning of 21 articles on customs procedures.
Chapter 4 covers general principles and specific commitments that ensure predictability, consistency, and
transparency in the application of customs laws and regulations of RCEO countries (Discussing What
the RCEP Customs Procedures and Trade Facilitation Provisions Mean for Cambodian Business, 2022).

Analysis of the CPTF Chapter. The chapter on customs and trade facilitation (CPTF) is a standard
chapter for all FTAs. RCEP embeds commitments from the WTO trade facilitation agreement — including
WTO Plus and, actually, is modeled on the ASEAN+1 FTA agreement. The objective of the CPTF
Chapter was to agree to a broader and deeper engagement with significant improvements over the existing
ASEAN+1 FTAs and the WTO Trade Facilitation Agreement while recognizing the individual and diverse
circumstances of the participating countries. RCEP member states aspired to include clear provisions that
facilitate trade and enhance transparency in trade relations between the participating countries, as well
as provisions to facilitate RCEP countries’ «engagement in global and regional supply chains». Most
significant is a commitment to work forward concrete timelines for several customs procedures such as
90 days issuance period for Advance ruling on tariff classification, rules of origin, and customs valuation.

CPTF comprises 21 articles that are designed to provide a “level playing field” for all members. Key
CPTF provisions: 1) submission of trade and customs documentation before the goods arrive (this form of
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advanced lodgements of documentation greatly reduces the amount of time the goods undergo customers
clearances); 2) RCEP rules go slightly beyond above the WTO trade facilitation (it commits members
to allow for customs rulings to be provided to traders upon request for the tariff classification of their
goods whether a good is originating and for the appropriate method for calculating customers value);
3) transparency for business community (certainty as to how a customs administration or ministry will
treat their product; this reduces discrepancies that may happen at the border); 4) release of goods (very
strong commitments to members to maintain procedures to clear goods from customs within specific time
frames) (Chapter 4 RCEP, 2021).

Release of goods (Article 4.11). There are clear release guidelines as sometimes customs may be
slow. Worth noting that the rules here go beyond the WTO trade facilitation commitments. Customs are
supposed to release express shipments within 6 hours. The same 6 hours rules apply to perishable goods,
so the market can enjoy fresh fruits. This commitment provides traders of food and agricultural products
with greater certainty that their products will be released quite rapidly after arrival and allows traders
to plan appropriately and reduce potential costs associated with storage. All goods are supposed to be
released within 48 hours. This makes the whole shipment process quick as it reduces costs for the traders
and it reduces costs also for customs administrations that conduct the clearance of goods. Not all counties
are ready to implement the rules at the moment. E.g. Laos asked for 5 extra years to implement most
RCEP customs commitments. There is a reasonable flexibility also for Cambodia, and Myanmar on some
of the rulings and guidelines. But for every other party of RCEP, the rules should be followed.

Paperless trade (Article 4.12). RCEP makes commitments that apply or work towards applying
information technology to support customs processes, clearances, and risk management. This includes
making available and accepting trade and customs documents in electronic format. This is moving towards
a paperless trading system which will make it easier for business and reduce costs both for traders and
customs agencies. At the moment a lot of customs administrations rely on hard copy documentation on the
requirement for wet seals and wet signatures and moving towards a paperless trading system or regime is
a way to facilitate trade.

Authorized operators scheme (Article 4.13). At the moment RCEP works on the authorized operators’
scheme. Qualifying firms can apply to be classed under the RCEP authorized operators scheme. The
scheme will facilitate movement across borders into RCEP markets. In the early days of implementation,
RCEP members are not sure about the criteria, but it may include: 1) an appropriate level of compliance;
2) a system of managing records; 3) financial solvency; 4) supply chain security. RCEP-authorized
operators system should achieve the following: 1) fewer information requests; 2) fewer physical inspections
of goods; 3) rapid release times; 4) single customs declarations for a specific period; 6) clearance at
premises. Once a trustworthy company is put into the authorized operator category, the government will
have an opportunity to focus more on riskier firms, which are more likely to be shipping illegal goods.
Thus, once a “good company” is placed into the category of an authorized operator the company will get
faster clearance, fewer shipment inspections, and payment that can be made after.

Express consignments (Article 4.15). This is a new provision within FTAs. RCEP adopts the measure
to expedite clearances of express goods within six hours of arrival of those goods at the border so this
includes measures to reduce documentation requirements for express consignments and it’s very important
for the FTA agreement commitments. These commitments make sure traders that their products will arrive
at the destined markets within a tangible time frame under similar conditions.

Implementation procedures (Article 4.12 and Annex 44). Not all RCEP members are at the same
stage of development in terms of their customs laws and procedures. RCEP allows some members to
implement certain commitments within this chapter in an agreed time frame due to different levels of
readiness of parties in implementing some of the provisions. This information is specified in Annex 4a of
the RCEP agreement — The period to implement the commitments (RCEP Annex 4, 2022).

This is important for least-developed countries like Laos, Myanmar, and Cambodia so that the
governments ensure appropriate policy and legal reforms are undertaken. For example, Laos has been given
an appropriate amount of time to develop its policy reform necessary to implement release procedures.
3 years were given to Laos to implement IT measures; 3 years to comply with the requirements of the
agreement in the context of customs clearance of goods, except for perishable goods — Laos will need
5 years to carry out the necessary reforms in this part. It is worth noting that Myanmar and Cambodia
were also given time to implement domestic legislation in numerical categories under the rules of the
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UNEDP. For Annex 4A, the number of years, such as «five years» means that the full implementation of
the respective provisions of the Articles shall commence within the stated number of years from the entry
into force of the RCEP agreement. In most categories, this time expires in 2027. It is extremely interesting
to observe the implementation of reforms in these countries and requires detailed research after obtaining
positive results (Deineko, 2022).

The author set himself the task of statistically calculating and verifying the full implementation of the
relevant provisions of Section 4. However, in the process of research, it was established that the question
is correctly structured. The global reason is the lack of implementation of the provisions of the RCEP.
Such a reason has its legal justification because the member countries of the Agreement in Annex 4A have
determined the time frame for the implementation of measures to simplify customs clearance and technical
cooperation. For example, Vietnam needs in most cases until December 31, 2023, to implement measures;
Myanmar takes 5 years in most cases; Malaysia needed time until 28 February 2022 to improve the field
of express shipments; Laos needs 3 to 5 years to fully implement various articles in the Customs Section;
Indonesia brought its risk management measures into compliance by 28 February 2022. Interestingly,
China needed 5 years to fully implement Article 4.4 Consistency regarding the application of customs
laws throughout its customs zone. This reservation reflects the political component of the implementation
of the agreement not so much on the mainland of China as concerning the autonomous territories of China.

Consistency and Certification (4rticle 4.4). Crucially not every product qualifies e.g. just because
some product is coming from Myanmar does not mean it automatically qualifies for lower tariff rates.
RCEP benefits are given only if the interested party asks for RCEP benefits. It is very important to
follow the rules because only originating products get the benefits of RCEP. RCEP sometimes allows
40% regional value content (RVC). That means that a business may add or accumulate from ASEAN
members and China Japan, Korea, Australia, and New Zeeland. To make it more clear 12 counties can
contribute to the content in the product in case RVC rules are satisfied. Why is it important? A big quantity
of Chinese components, raw materials, or products that are coming from Korea can be added to the RVC
calculation. For many businesses, it is easy now to meet RVC level because they can now count on the
value of the content that comes from RCEP markets. To take advantage of RCEP benefits a party should
fill an RCEP preferential certificate of origin. The document does not ask you to provide complicated
information that you do not know. Simply, the correctly filled certificate of origin attached to a shipment
gives you a smooth way through customs that allow you to get zero or lower tariffs in RCEP. At the
moment the RCEP preferential certificate of origin should be filled out only in hard copy, the online
version is under consideration. RCEP MS discusses the self-certification project. That means there is no
need for a business to get a piece of paper from the Chamber of Commerce and more importantly pay for
it. Basically, self-certification means that a business declares that it met the rules.

Once the company filled out the RCEP preferential certificate of origin and meets the rules it can
use the same form for shipment to all RCEP members. Since there are plenty of agreements like RCEP,
ASEAN, and ASEAN+1 in each case the party should use the correct form. Once a good qualifies for
RCEDP, it qualifies into all 12 RCEP markets. This condition may be very lucrative for traders. If a shirt
meets RCEP ROOs it can be sent without change to Japan, Korea, China, Australia, New Zeeland, and
ASEAN markets.

Advance rulings (Article 4.10). The customs and trade facilitation chapter pledges members to make
customs clearance easier, faster, and more transparent. One utmost useful things in the Customs chapter
of RCEP is advance rulings. Customs can provide feedback on how to classify goods under tariff heading,
and whether the product meets the origin criteria. Once a determination is made there should be no further
questions at customs borders as long as the product remains unchanged. Advance rulings are stable for
3 years. Why is it important? In many ASEAN customs ports when the officers examine the goods and the
business views it under one particular category that has a 0%, the customs officer may use its discretion
to put it into a category called “Other” that has e.g. 10% tariff rate. Advance ruling let the business put
their good into a specific category and eliminates the necessity to prove the good qualifies under that
category every next shipment. Having a stable 3-year ruling is safe and helpful. Before customs often
asked businesses to open every container and make re-justify every container.

Control over implementation. The implementation of RCEP provisions is monitored by the
Headquarters of the customs administration in each member state. For example, in Cambodia General
Department of Customs and Excise (GDCE) is a receiving authority that verifies the Certificate of Origin
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for providing preferential tariff treatment under FTAs to the exporters. GDCE is a member of the Rules
of Origin working group led by the Ministry of Economy and Finance. It is also necessary to note the
international organizations that provide technical and material support for regional integration, for
example, UNCTAD, World Customs Organization, and Global Alliance for trade facilitation. The actual
implementation of obligations does not depend on what date is on the calendar. For example, the technical
task varies between 1) simple — placing hyperlinks to export/import rules and placing samples of filling
out documents (Art 1.4); 2) average — developing pre-arrival processing system for sea consignment,
express consignment, land border consignment (Art 7.1); develop IT function to authorized economic
operator, establish AEO strategy; 3) complicated — everything related to the use of the national budget
of countries for the purchase of equipment and the creation of convenient electronic applications and the
fight against corruption (Art 7.7; Art 10.4).

Since the implementation of the rules depends on their understanding, i.e. the specifics in the agreement
itself and the provision of favourable financial conditions and political climate for their implementation,
the RCEP is much more detailed than the ASEAN Agreement on Trade in Goods, in particular in the part
of the release of goods (Article 4.11); advance rulings (Article 4.10); application of IT (Article 4.12);
measures for authorized economic operators (Article 4.13) and Customs cooperation (Article 4.19).
Hopefully, over the next 5 to 10 years tangible results could be seen. As for now, there is no sufficient
feedback from businesses engaged in cross-border trade to understand their experiences with customs
procedures and the impact of customs cooperation measures.

An example of the practical application of the customs provisions of the RCEP. Let’s simulate
the following situation: Thai manufacturer of electronic goods, consisting of components from country
X and Thailand, wants to export goods to the Japanese market. The product manufacturer is aware of
the RCEP agreement, but the details of the procedure are not known. Let’s consider a specific plan of
3 main steps for obtaining a preferential tariff when exporting to the Japanese market. Step 1 — you need
to check whether the selected goods are covered by the preferential tariff. Such verification is possible
by using the customs classifier according to the HS system. On the Japanese customs website, you need
to open the Japan Tariff Schedule (Statistical Code for Import) attachment and select the latest version.
In our case, this is the version from April 1, 2023 (Japan's Tariff Schedule as of April 1 2023, 2023). An
important noticed detail is the long loading of the page, so you should wait for the table to load. At first,
it appears that the table is empty, but this is a matter of loading data. Scrolling the table to the right, you
will see tariff categories under the RCEP Agreement, but in different categories: ASEAN/Australia/New
Zealand (RCEP), China (RCEP), and Korea (RCEP). Since Thailand is a member of ASEAN checking
the tariff under the name “Motors of an output not exceeding 37.5 W. AC motors, single phase”. This
is a product of customs code 8501.10 for which the import tariff is free. The absence of a tariff is good
news for the Thai manufacturer, so he moves on to step 2 — confirming that Thailand is the country of
origin of the goods under the terms of the RCEP agreement. The product with the theoretical name
Paradise Motor of an output not exceeding 37.5 W is neither a product completely produced in Thailand
(Article 3.2 (a)) nor a product produced exclusively from originating materials (Article 3.2 (b)). After checking
the Product-Specific Rules (Annex 3A) from the RCEP agreement, it was established that the following rules
have been established for the product selected as part of the study under the conditions when a product
produced with non-originating materials is treated as an originating good: change in tariff classification or
regional value content 40 (Product Specific Rules, 2023). Since the product from components obtained from
State X, namely plastic in the Kingdom of Thailand, has undergone a significant transformation and the
Section of the customs code has been changed within the framework of the Agreement, the country of origin
of the product is Thailand. Step 3 — Compile and submit the necessary documentation for securing preferential
tariff benefits to Japan Customs. This stage is at the same time the simplest since all the legal basis is already
defined, but at the same time, inexperienced traders may have a delay in completing the documents. The
trader should prepare the standard package of import declaration documentation (import declaration form,
invoice, packing list, bill of lasing) and declaration of origin prepared in the self-certification system. The
question of which documents to prove the origin of the goods for the declaration is common. The documents
that enable confirmation that goods have been wholly obtained or produced by a party to RCEP are contracts,
manufacturing certificates, or fishery catch certificates. To satisfy the product-specific rule through a change
in tariff classification following documents may be requested by customs: material lists, production orders,
and manufacturing process reports.
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Benefits from RCEP implementation to non-member states. According to Article 1.3. of the RCEP
agreement, the objective of the initiative is to establish a modern, comprehensive, high-quality, and
mutually beneficial economic partnership framework to facilitate the expansion of regional trade and
investment. Nevertheless, there can be certain ways in which non-member countries i.a. Ukraine also
indirectly benefits from these arrangements.

1) Non-member countries benefit tremendously from reforming the customs authorities of member
states that adopt new national legislation, fight corruption, and install modern equipment at customs posts.
Of course, direct benefits in the form of tariff reductions should not be expected, but the general process of
customs clearance, document verification, and release of goods will be optimized for all countries of the
world since at the technical level clearance will be carried out by the same customs administrations on the
same new equipment obtained for the implementation of the reforms according to Chapter 4 of the RCEP.

2) Non-member countries can use the preferences granted by RCEP member countries to become more
competitive in those markets. By meeting the rules of origin criteria, non-member countries can take
advantage of lower tariffs within the FTA and potentially increase their exports to FTA member countries.

3) Non-member countries including Ukraine can engage in dialogue and cooperation with RCEP
member countries through various channels, such as regional forums and economic partnerships. This
can create opportunities for knowledge exchange, capacity-building, and potential future collaboration.
Finally, Ukraine can learn from the provisions and experiences of RCEP to develop its trade policies and
agreements.

Conclusions and prospects for further research. As of August 2023, there are 14 active members
in RCEP, encompassing nine ASEAN states alongside China, Japan, South Korea, Australia, and New
Zealand. The RCEP agreement serves as a platform for enhancing trade and economic cooperation
among these participating nations. Notably, the Philippines recently ratified the agreement, signifying
the culmination of commitments for all but Myanmar, which is still in the process. With harmonized
customs procedures, traders from RCEP member states can expect consistent and predictable processes
when crossing borders. This reduces administrative burdens and the need to adapt to different customs
requirements, streamlining trade flows. As a result, the time and cost of importing and exporting goods
between RCEP countries would decrease, making it easier for businesses to engage in cross-border
trade. The analysis of the Customs and Trade Facilitation chapter within the Regional Comprehensive
Economic Partnership agreement reveals a comprehensive framework designed to enhance trade and
facilitate economic cooperation among the 14 member countries. This chapter, which is standard in Free
Trade Agreements, amalgamates commitments from the World Trade Organization’s Trade Facilitation
Agreement and is influenced by the ASEAN+1 FTA agreement. RCEP is a qualitative improvement of
already existing FTAs like ASEAN+1 or CPTPP. Additionally, RCEP for the first time introduces an FTA
between China and Japan, Japan and New Zeeland.

The primary objective of the CPTF chapter is to establish a level playing field for all member states
while acknowledging their diverse circumstances. RCEP member countries aimed to improve trade
transparency, engage in global and regional supply chains, and ensure consistent customs procedures.

Key provisions of the CPTF chapter include: Advance Rulings (Members can request customs rulings
on tariff classification, origin criteria, and customs valuation, providing clarity and predictability for
traders); Transparency; Release of Goods: (Commitments to release goods within specific time frames,
such as express shipments within 6 hours and all goods within 48 hours, optimize trade efficiency);
Paperless Trade (Emphasis on adopting electronic formats for trade and customs documents aims to
create a more efficient and cost-effective trading environment); Authorized Operators Scheme; Express
Consignments; Flexibility (Some member countries have flexibility in implementing commitments due to
varying levels of readiness (particularly least-developed countries like Laos, Myanmar, and Cambodia).
A significant aspect is the concept of Regional Value Content and Certification. RCEP allows businesses
to aggregate content from multiple member countries to meet RVC requirements.

Non-member countries, like Ukraine, can indirectly benefit from RCEP by learning from member
countries’ reforms, optimizing customs procedures, and engaging in dialogue and cooperation. Additionally,
RCEP provisions offer insights for designing effective trade policies and agreements.

An illustrative example in this paper demonstrates the practical application of customs provisions in
RCEP, guiding a Thai manufacturer through obtaining preferential tariffs for goods exported to Japan.
This emphasizes the benefits of clarity, predictability, and streamlined processes. In conclusion, the
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analysis underscores the significance of the CPTF chapter within the RCEP agreement, illustrating its
potential to reshape trade dynamics, improve customs processes, and enhance economic collaboration
among member countries.
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CIPUAHHA TPAHCKOPIOHHIN TOPTIBJI: JOCJII)KEHHA MUTHHUX 3AXO/IB
B PAMKAX BPEII

Jmutpo JEMHEKO,
acnipanm Kageopu MidcHapoOH020 NPasa
ITnemumymy midichapoOHux 8i0OHOCUH
Kuiscoroeo nayionanvrozo ynieepcumemy imeni Tapaca Illesuenka;
Koncynvcovra nocadosa ocoda Iloconvcmea Ykpainu 6 Koponiscmsi Tainano
dmytro.deineko@mfa.gov.ua
orcid.org/0000-0002-0373-7097

Yeo0a npo ecebdiune pecionanvhe exonomiuno napmuepcmso (BPEII), sxa nabyna yunnocmi 6io 1 ciuna 2022,
Oe3yMOBHO BUKIUKANLA WUPOKUL [HMepeC OCKLIbKU 66aAXHCAEMbCA HAUOLIbUWUM MOP208eNbHUM OI0KOM Y CBini.
Bionogiono do cmammi 1.3(b) Y200a cnpamosana cnpusimu mopeieni midxc depoicasamu yuacnuyamu (Kpainu uiexu
ACEAH, Anonis, Pecnyonixa Kopes, Aécmpanis, Hoea 3erandis ma Kumail) wisxom ycyneHHs mapu@nux ma
Hemapupnux oap’cpie y mopeisii. 3eadxcarouu Ha HeOOCMAMHE HAYKOBe OCTIONCEHHS MUMHUX NOL0NCEHb V200U
ma nooexkyou 8iocymHichib IHOPMAayii ik 3acmoco8yEmvcs negHe nPAguLo Ha NPakmuyi Oy10 eupiuierno 00CIioumu
nacmynui numanns: nogeau BPEII y 30008 ’a3anusax 0epoicas y mumuiti cgpepi 6 nopienanni 3 cmanoapmuum 3BT,
SAKUM YUHOM NOCTAYATLHUK 0OPMIIOE MOBAP MA SK MUMHUYS 30IUCHIOE POIMUMHEHHS. MO6ADPY; K CRPOUjeHHS.
nepeodaueno y niocomosyi OOKymeHmayii O nepecyéaHHs mosapie uepes KOPOOH, ABMOPOM 3MO0eNb0BAHA
cumyayiro  migxcoepocagnoi mopeieni 3 Anouiclo 011 Kpaujoeo NOKPOK0B020 pO3yMiHHA AKI Oii mac euumu
nocmauanvHuk. Haocmarnok 6yno posenanymo nepesacu 01 kpain siki ve € unenamu BPEII, ane ompumyioms nepegacu
8i0 nposedeHHA MumHnux pegpopm ma yughposizayii mumnux nociye. Y pobomi asmop suxkopucmogye meopemuyHull
ma emnipuyni Memoou. Y uacmunax O0OCIIONCeHHs agmop Npusooumys npukiaou NPaKmuiyHo20 3acmoCy8aHHA
NON0XCEHb Ma BUKOPUCIOBYE MOOento8anHs cumyayii. OcHo8Ha Mema MumHo2o po3oity Y200u noiseac 6 momy,
Wob cmeopumu cnpouyery cucmemy mopeigii 01 6cix 14 kpain-unenis, 6paxosyrouu ixui inOusioyaibHi 06CmMaguHil.
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Tonosnum 3aedannsim oepocas-unenie BPEII € nocunentss npo3opocmi mopeieii, ROCuieHHs yuacmi 8 2100anbHux i
DeCIOHANLHUX TAHYIONCKAX NOCAYAHHS | 3a0e3nedeH st €OUHUX MUMHUX npoyedyp. Bascnusi acnexmu oxonmooms
3anpoBaAOICEHHSL NONEPEOHIX PllieHb, IHIYiamusy wooo 6e3 naneposoi Mopeieli, cxemu asmopu308aHUX ONePamopie
Ma BUSHAYEHT Yaco8i pamMKU Osl MUMHUX BPpoyedyp. Bukonanus mumnoz2o po3oiny y200u KOHMPOTIOEMbCA MUNHUMU
AOMIHICMpayismu 8 KOJCHIU 0epacasi OKpemo, aie 8PAX08aHO GIOMIHHOCMI 8 eKOHOMIMHOMY DO3GUMKY KPAiH —
OP2aHi308aHO HYUKICb Y BUKOHAHHT 30006 A3aHy. Kpainu, AKi He € unenamu, npuxiaoom sxux € Yxpaina, moscyms
onocepeoxogano ompumamu 6ucody 6i0 BPEII, saxa nonseac y pe3yibmamax npoeedeHHs MUmHux pegopm,
yughposizayii, bopomvoU 3 ynepeoNceHHaM Ha MUMHUYI y depocasax-unenax Yeoou.

Kurouosi ciioBa: BPEIT, ACEAH, mutHe nipaBo, copusiHHS TOPTiBII, CepTU(IKaLisl, TONepeaHi pilieHHs,
MHUTHE 0(hOPMIICHHSI TOBApiB.
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DYNAMICS AND STRUCTURE OF IMPORTS IN THE USSR
DURING THE SECOND WORLD WAR

The paper aims to study the dynamics and changes in the structure of Soviet imports during the Second World War,
to assess the role and importance of the partner countries of the USSR in the field of foreign economic activity.
The results of the study were obtained by applying the dialectical method of cognition of phenomena of a
legal and economic nature and relating to the study of import trade flows as an integral element of the State s
foreign economic activity. In addition, the author used the following methods: statistical — for generalization,
systematization and analysis of the material; tabular — for visual display of the analyzed data; abstract and
logical — for substantiation of theoretical positions and formulation of conclusions.

The study found that at the beginning of World War 11 (01.09.1939-21.06.1941),Soviet imports were focused
on high-tech means of production, and the main trading partner of the USSR was Germany, which supplied
samples of weapons, equipment for the mining, chemical, and oil industries, machine tools, locomotives, and
turbines. After its attack, Soviet imports were reoriented. After the German attack on the USSR, import flows
were reoriented to the countries of the Anti-Hitler Coalition, andthe United States, Great Britain, Canada,
Mongolia, Iran, and China became the main foreign economic partners. The structure of imports changed,
with arms and military equipment, food, industrial equipment, strategic raw materials and semi-finished
products, and petroleum products becoming predominant. Diplomatic correspondenceshows that as early
as the end of June 1941, the USSR expressed a desire to purchase various types of aircraft and various
industrial equipment for aircraft factories and aviation fuel production, anti-aircraft guns of several calibers,
equipment for explosives factories, automobile tires, and various metal alloys on credit from the United
States. Imports to the USSR covered up to 70% of the total demand for acutely scarce strategic materials,
raw materials and semi-finished products. The study, based on the analysis of import statistics, concludes
that the bulk of supplies, both in physical terms (16.252 million tons or 67.5%) and in value (49.96 billion
rubles or 81.19%), were accounted for by lend-lease, a form of military and economicassistance from the
United States to its allies, which consisted of the free supply of military equipment, vehicles, machinery and
equipment, technologies, materials, fuel,and food necessary for the conduct of hostilities in World War Il and
the victory over the common enemy.

Key words: foreign economic activity, imports, lend-lease, supplies, World War II, USSR, USA.
JEL Classification: F51, F53, N44.
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orcid.org/0000-0001-9093-5026 Under conditions of global force majeure, which include military

operations, theimportance of imports increases dramatically, as the
warring country rapidly increases the use of weapons and reorients
its economy to the military. A quick solution to these problems is
impossible without foreign supplies of both weapons and materials
for their creation. Naturally, the entire economic landscape in the
country, the level of income of individuals and legal entities, and the
structure of public consumption are changing — events that can be
characterized by the proverbial “guns for butter” are taking place.
Therefore, the purpose of this study is to examine the dynamics
of Soviet imports during World War 11, changes in its structure and
reorientation to new foreign economic partners.
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To achieve this goal, it is necessary to analyze large amounts of background information presented in
statistical reference books on USSR foreign trade and the Lend-Lease (Mezhdunarodnyie otnosheniya,
1967) to use sources of diplomatic correspondence (Ministry of Foreign Affairs of the USSR, 1984) and
memoirs of statesmen who headed foreign trade during the war (Mikoyan, 1999), as well as scientific
works by other researchers (Sipols, 1997).

Summary of the main material. The structure of pre-war Soviet exports and imports fully confirms
the idea of resource-based exports and, in modern terms, import orientation towards high-tech goods,
primarily means of production — machinery and equipment (Table 1). As we can see, the leader of Soviet
exports was food —27.7% of its total value, followed by textile raw materials and semi-finished products —
18.1%, and fuel was third in the export ranking — 13.2%. All three groups are classified as resource-based
and together accounted for 59% of Soviet exports. It is striking that exports of fur and fur raw materials
(7.7%) were almost similar to exports of manufactured consumer goods (7.8%).

Table 1
Structure of Soviet export-import operations in 1940, % (Mezhdunarodnyie otnosheniya, 1967)
Product groups Exports Import

Machinery and equipment 2.0 32.4
Fuel 13.2 6.5
Ores and concentrates, metals and metal products, cable and wire 4,1 26,6
Non-metallic minerals, clay 1.3 -
Chemicals, fertilizers, rubber 3.0 43
Timber and pulp and paper products 6.4 2.6
Textile raw materials and semi-finished products 18,1 6.7

Fur and fur raw materials 7,7 -
Food products and raw materials for their production 27,7 14.9
ndustrial consumer goods 7.8 1.9
Total 100 100

At the same time, the leader of Soviet imports, machinery and equipment, accounted for one-third of
all imports — 32.4%; ores, metals and products made of them accounted for 26.6% and were in second
place in Soviet imports, and food was in third place at 14.9%. This situation is explained, on the one hand,
by adherence to the declared course of industrialization of the country’s economy, and, on the other hand,
by the continued militarization of the USSR in anticipation of a possible entry into World War II, which
necessitated a reduction in the technological dependence of the Soviet economy, which was gradually
moving to an autarkic (self-sufficient) model of development.

As of 1940, the USSR’s main foreign trade partner was Germany, with a trade turnover of 40.4% of its
total annual volume. The second place was occupied by the United States with 19.7%, and the third — by
Mongolia with 6.0%, which in 1939, together with the USSR, took part as an ally in the fighting against
the Japanese on the Halkhin Gol River and, quite naturally, needed various kinds of military and economic
support from the suzerain country (Figure 1).

Trade turnover with the USSR’s main European trading partners, Great Britain and France, fell from
282.3 to 2.4 million rubles and from 58.2 to 0.4 million rubles between 1930 and 1940, respectively.
It is clear that this situation was due to the entry of these countries into World War 11, but the general
downward trend in foreigntrade with the USSR was characteristic of the period of 1930—40.

Fig. 1. The annual trade turnover of the USSR with foreign countries in 1940, in % of the total volume
(1, p. 14]
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Another factor that contributed to the reorientation of trade flows to Germany was the USSR’s war of
aggression against Finland, which led to the introduction of a moral embargo on supplies to the USSR
and limited its access to the markets of Western democracies. The introduction of the moral embargo by
the United States was primarily due to the fact that during the war, Finnish civilians were targeted by
Soviet aircraft. Therefore, the supply of important industrial equipment to Soviet aircraft factories was
suspended and Soviet aircraft manufacturers were banned from accessing aircraft manufacturing plants
in the United States.

After the signing of the Molotov-Ribbentrop Pact, the German side initiated an exchange of letters
between the German and Soviet sides on the intensification of economic relations. The German side
expressed a desire to purchase Soviet goods, mainly raw materials and supplies (oil, timber, food, copper,
tin, nickel, and other non-ferrous metals), worth 1,300 million German marks. The Soviet side responded
by reducing the volume of supplies to DM 470 million and expressed interest in the following nomenclature
of German supplies: modern weapons, equipment for the mining, chemical, and oil industries, metal-
cutting machines, locomotives, turbines, ships, etc.

4An economic agreement on the establishment of foreign economic supplies between Germany and
the USSR was signed in Moscow on February 11, 1940. It wasenvisaged that over the next 12 months,
the USSR would supply goods worth DM 420-430 million. These goods were defined as fodder grains
(barley, oats), oil, cotton, phosphates, iron ore, chrome ore, manganese ore, non-ferrous metals, etc. In
turn, Germany undertook to supply its goods for a similar amount, but over the next 15 months. The
German supplies included the unfinished heavy cruiser “Lutzov”, equipment and materials necessary for
its completion, samples of ship artillery, mines, torpedoes, periscopes, the latest models of aircraft, tanks
and communications equipment, samples of machines and machinery (excavators, drilling rigs, electric
motors, pumps, steam turbines) (Sipols, 1997).

Naturally, Germany’s attack on the USSR radically changed the situation not only in the political
arena but also in the field of export-import contacts, significantly reducing their volume, redrawing their
structure, and reorienting them to new counterpart countries. These countries were the states that were
members of the Anti- Hitler Coalition (Great Britain, Canada) or, at that time, had not yet entered the war,
but sympathized with the fighters against Nazism and fascism (the United States). The Soviet leadership
was well aware of the problems that the invasion would bringto the country, so in the first week of the
war it raised the issue of organizing imports from the Allied countries.

On June 29, 1941, Soviet Ambassador to the United States K. Umansky received a telegram from
People’s Commissar for Foreign Affairs V. Molotov, which contained a directive to clarify the possibility
of purchasing on credit “You should now go to Roosevelt or Hall (Welles) and raise the question
of the possibility of assisting the Soviet Union with the following supplies: 1) single-engine fighter
planes — 3,000; 2) bomber planes — 3,000; 3) machines, presses and hammers for aircraft factories —
30 million dollars; 4) anti-aircraft guns. 4) anti-aircraft guns from 25 to 47 millimeters — 20 thousand pieces
with ammunition, 5) crackers and other installations for the production of high-octane jet fuel and installations
for the production of air mass, 6) toluene — 50 thousand, 7) equipment for toluene plants, 8) equipment for a tire
plant, 9) equipment for a plant for the production of rolled light alloys. It is desirable to have a five-year loan
for these goods. Telegraph the results” (Ministry of Foreign Affairs of the USSR, 1984).

The United States entered the war after Japan attacked its naval base at Pearl Harbor on December
07, 1941, and as of the summer of that year, it was a country with developed industrial and agricultural
potential, located on another continent and fully protected from enemy attacks by both nature and its own
armed forces. Therefore, the choice of the main supplier country for the USSR was understandable and
quite acceptable. The only problem in the organization of supply was the problem of cargo delivery, since
the Baltic and Black Sea ports of the USSR, which were the most convenient for servicing trade flows,
were blocked by the enemy, so the sea harbors of the Soviet North and the Far East remained to be used.

Table 2 shows that during the war, the United States became the undisputed leader in imports to the
USSR. Their share in the entire period of supply amounted to 83.7%, and while in 1941 it was 19.9%,
in 1944 it reached its maximum of 89.5%. The share of imports from Great Britain gradually decreased:
from 49.7% in 1941 to 5% in 1945, amounting to 8.2% in total. This situation can be explained by the
fact that at the beginning of the war it was extremely important for the UK to keep the USSR from
surrendering, because the USSR’s loss meant the inclusion of its industrial and partly demographic
potential in the war on the side of Germany, and then there was virtually no chance for London to win the
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confrontation. Canada (British Dominion) rounds out the top three, with total imports amounting to 2.2%,
with no Canadian cargo imported at all in 1941, and the largest share of 3.2% of total imports in 1942.
Other notable importers included Mongolia (0.9%), Bulgaria (0.8%),Iran (0.8%), and China (0.6%).

Table 2
The results of import operations in the USSR by major countries and years for the period
22.06.1941-31.12.1945 (Vneshnyaya torgovlya Soyuza SSR, 1947)

< < 7]
L E s = = = o
< = e = = =
Countries Years 2 g .*g g g So g £ £ £ g
& | & s z = S | 88| €
1941, mIn. Rubles — | 2232 | 559.4 - 63.8 - 139 | 51,19 | 213,01 | 11245
specific gravity, % 19.9 49.7 - 5.7 - 1.2 4.6 18.9 100
1942, mln. Rubles — 4125,9 1171,6 231,2 1185 - 54 4927 325,53 6076
specific gravity, % 67,9 19,3 3,8 2,0 - 0,9 0,8 5,3 100
1943, mln, Rubles | 13837 | 1453 | 3188 | 1225 - 1108 | 82.6 | 2843 | 16219
specific gravity, % 85,3 9,0 2,0 0,8 - 0,7 0,5 1,7 100
1944, min. Rubles — 19765 1014,8 4599 123,7 - 187,2 114,8 423.6 22089
specific gravity, % 89,5 4,6 2,1 0,6 - 0,9 0,5 1,8 100
B . o 12512 732,8 325,77 109,3 491,6 102,7 47,42 474,48 14796
specific gravity, % |45 150 22 | 07 | 33 | 07 | 03 | 33 | 100
Total for the entire 50463 4931,5 1335.,5 537,8 491,6 468,6 345,3 1732,7 60306
period, RUB min. = 83,7 | 82 22 0,9 0.8 0.8 0.6 28 | 100
specific gravity, %

Analyzing the commodity nomenclature by importing countries (except for the United States, for which
this will be done in more detail in the following subsections of the study), it should be noted that the UK
supplied the largest range of its goods: weapons and military equipment (aircraft and spare parts for them,
tanks, armored personnel carriers, armored vehicles, guns, gunpowder, communications equipment, ships
and naval equipment, military engineering property) with a total volume of

341.5 thousand tons. tons; industrial equipment and technical supplies (machinetools, electric furnaces,
forging and pressing equipment, rolling, mining and lifting and transport equipment, power plants, etc.)
worth RUB 910 million; 183 thousand tons of metals and metal products; petroleum products totaling
73 thousand tons; 140 thousand tons of rubber and rubber products; 55 thousand tons of chemicals;
159 thousand tons of food.

Canada, as a British dominion, imported 44.6 thousand tons of weapons and military equipment to the
USSR, including 1590 repair shops; gunpowder accounted for 17 thousand tons of 22 thousand tons of
artillery weapons; communications equipment amounted to 7.5 thousand tons. tons; 644 machine tools;
200 truck cranes; 272 compressors; 1356 railway platforms; 166.8 thousand tons of metals and metal
products; 80.8 thousand tons of railway rails; 661.8 thousand tons of food (mainly wheat — 187.5 thousand
tons and flour — 454.1 thousand tons), etc.

Mongolia’s honorable 4th place is explained by the fact that it viewed the USSR as its ally in the
confrontation with Japan and that it had already proved that it could be relied on in 1939 in joint battles
with the Japanese on the Khalkhin Gol River. Therefore, if the USSR survived the confrontation with
Germany, Mongolia as a state would have prospects. Its main imported commodity was livestock:
722.2 thousand heads of cattle, 4931.4 thousand heads of small livestock (mainly goats and sheep),

366.7 thousand working and cavalry horses, 61.2 thousand heads of meat horses. In addition to live
animals, food (meat, animal fats, game), leather raw materials, boots, coats, spinning materials, and scrap
metal were imported.

The situation with Bulgarian imports looks semi-anecdotal. As we can see, it was carried out only in
1945 and amounted to 3.3% of the total annual volume. This situation can be explained by the fact that
until September 1944 Bulgaria was an ally of Germany (as well as Romania, Finland, and Hungary).
As a result of the coup d’état of September 8-9, 1944, pro-Soviet politicians came to power and signed
an armistice with the USSR on October 28, 1944, opening the way for the resumption oftrade relations.
A total of 143.2 thousand tons of goods were imported from Bulgaria,including non-ferrous metal ores
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(38.4 thousand tons), foodstuffs (39.6 thousand tons), sulfur dioxide (33.2 thousand tons), tobacco
(22.6 thousand tons), chemicals (920 tons), leather, and spinning materials.

The total physical volume of imports from Iran amounted to 203.6 thousand tonsand was quite diverse.
First of all, it is worth highlighting food supplies totaling 130 thousand tons: rice (85.8 thousand tons),
fish products (18 thousand tons), dried fruits(17.3 thousand tons), beans (4.7 thousand tons), animal and
vegetable fats, canned food, almonds. In addition to finished food, cattle and small cattle were imported,

79.4 thousand and 608.2 thousand heads, respectively, as well as 16.7 thousand horses, about
3 thousand heads of donkeys, mules, and camels. Leather goods included tanned leather, about 300,000
pairs of leather shoes, 171,000 armed belts, 235,200 gloves, and 38,800 coats. Supplies of small arms
consisted of 141.6 thousand Mauser rifles, 9.6 thousand submachine guns, 900 machine guns, and
19.7 million rifle cartridges.

Without exaggeration, tungsten concentrate was the most important strategic material imported
from China, with 17.3 thousand tons imported (out of 39.3 thousand tons of total Chinese imports).
The importance of this metal was explained by the fact that it was used in the manufacture of cores for
sub-caliber artillery shells, which were used to guarantee the defeat of heavy German armored vehicles
(a kind of analog of the Javelin at the time). Imports of non-ferrous metals (tin, mercury, antimony)
amounted to 7.7 thousand tons; tung oil, used for the production of paints and varnishes, — 3.74 thousand
tons; imports of food products were limited to 577.4 tons of tea, and it is also worth noting leather, wool,
silk, and bristles.

In addition to the above countries, during the war the USSR imported mainly raw materials from the
following countries:

Argentina (29.6 thousand tons) — mica, casein, lard, vegetable oil, leather, wool and woolen blankets,
quebracoat glue and quebracoat extract (a tanning agent used for leather dressing);

Afghanistan (1.3 thousand tons) — leather, wool, cotton, opium;

Venezuela (0.7 thousand tons) — coffee and cocoa beans;

Colombia (3.3 thousand tons) — coffee;

Mexico (2.2 thousand tons) — car tires, sisal;

Manchuria (3.1 thousand tons) — soybeans;

Dutch East Indies (Indonesia) (3.6 thousand tons) — rubber, tea, kapok (vegetable fiber for padding
mattresses and pillows), quinine (a substance for making malaria drugs);

Poland (3,279 thousand tons) — non-ferrous metals (4.4 thousand tons), steel and steel products
(36.5 thousand tons), coal and coke (3,279 thousand tons), cement (90.3 thousand tons), chemical products
(2.59 thousand tons), sugar (1 thousand tons), glass and glass products, spinning products and finished products;

Portugal (3.6 thousand tons) — finished cork and cork bark;

Romania (195.4 thousand tons) — petroleum products (169.9 thousand tons),timber and timber products
(23.4 thousand tons), roofing felt, sheet glass, yarn;

Xinjiang, since 1949 — part of China (138.8 thousand) — food products (9.8 thousand tons), livestock
(89.4 thousand cattle, 1612.3 thousand small cattle, 148 thousand horses, 50 thousand donkeys,
3.1 thousand camels), leather, wool (11.6 thousand tons), cotton, raw silk, hair, bristles;

Tuva (35 thousand tons) — food products (3.05 thousand tons), livestock (58.9 thousand heads of cattle,
283.5 thousand heads of small cattle, 26.8 thousand horses), leather raw materials (1.03 thousand tons),
leather skins, wool;

Finland, after the end of the war and the signing of the peace treaty (228.6 thousand tons) — sulfuric
acid (68.6 thousand tons), pulp (31 thousand tons), paper (56.8 thousand tons), standard houses
(173.1 thousand square meters);

Philippines (1.9 thousand tons) — copra, yarn, Manila rope;

Sweden (21.4 thousand tons) — industrial, metallurgical, lifting and transport, oil, power, electrical
equipment, pumps, tools, ball bearings, metals and metal products;

Czechoslovakia (2.7 thousand tons) — power equipment, steel and steel products;

Yugoslavia (27 thousand tons) — non-ferrous metals: copper, lead, antimony(6.5 thousand tons), non-
ferrous metal ores (10.4 thousand tons), sulfur dioxide (3.2 thousand tons), sheet glass, alcohol, red pepper,
wine, vodka, yarn, tobacco (1.655 thousand tons), opium, hops.

As can be seen from Table 3, the volume of Soviet imports during 1941-1945 in physical terms
amounted to 24.082 million tons. At the same time, the value of imports amounted to 60.306 billion rubles
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against 3.163 billion rubles of Soviet exports (19 times higher). The lowest foreign economic activity,
which is quite natural, was in 1941: for imports, it amounted to 0.552 million tons (2.29% of the total), and
for the value of exports — 0.163 billion rubles (5.2% of the total). The maximum values were recorded for
imports in 1944 (31.21 million tons, or 22.089%) and for exports in 1945 (1.572 billion rubles, or 49.7%).

Table 3
Dynamics of the USSR’s import operations for the period of 22.06.1941-31.12.1945
(Vneshnyaya torgovlya Soyuza SSR, 1947)

Import
Years tonnage cost
physical volume, min tons specific gravity, % amount, billion rubles specific gravity, %
941 0,552 2,29 1,124 1,86
942 2,038 8.46 6.076 10,07
943 4,734 19,66 16,219 26.89
944 7.518 31,21 22.089 36.62
945 9.237 38.38 14,796 24,56
Total 24,082 100 60.306 100

An analysis of the indicators in Table 4 allows us to conclude that the main groups of imported goods in
their physical terms were: food — 4.88 million tons, or 20.26%; metals and metal products — 3.72 million
tons, or 15.44%; arms and military equipment — 3.499 million tons, or 14.52%. As for the value structure
of imports, the situation is quite different: the largest volumes are accounted for by weapons and
military equipment — 29.82 billion rubles, or 49.44%; food products are estimated at 9.26 billion rubles
and account for 15.36%; the cost of industrial equipment andtechnical supplies is 6.74 billion rubles,
or 11.17%.

Table 4
Structure of the USSR’s import operations in 194145 in physical andvalue terms by product group
(Vneshnyaya torgovlya Soyuza SSR, 1947)

Name of product tonnage cost
groups physical volume, min tons| specific gravity, % | amount, billion rubles |specific gravity, %

Arms and military 3,499 14,52 29,82 49,44
equipment
Industrial .equlpmer.lt 1,49 6.18 6.74 11,17
and technical supplies
Ral!way traction and 0.52 2.15 12 1,08
rolling stock
Metals and metal 372 15.44 4.84 7.98
products
Ores 0,186 0,7 0,246 0,4
Hard coal 3,28 13,62 0,162 0,26
Petroleum products 2,89 12,01 0,947 1,57
Food products 4,88 20,26 9,26 15,36
Chemicals 0,95 3,94 1,31 2,17
Other products 2,667 11,18 5,781 9,12
Total 24,082 100 60,306 100

When analyzing imports, it should be understood that the bulk of the revenues both in physical terms
(16.252 million tons or 67.5%) and in value terms (49.96 billion rubles or 81.19%) (Table 5) are accounted
for by lend-lease, a form of militaryand economic assistance to the allied countries by the United States,
which was a freesupply of military equipment, vehicles, equipment, technologies, materials, fuel, and food
necessary for the conduct of hostilities in World War II. A comparison of the value of Soviet imports and
the Lend-Lease allows us to conclude that the Lend-Lease accounted for 81.19% of imports, and for all
commodity items the share of the Lend-Lease exceeded 60%. The largest share was for railroad traction
and rolling stock — 95.67%; in second place, with almost identical figures, are food products — 94.96% and
chemicals — 94.21%; the situation is similar with the third position, whichis shared by metals and metal
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products — 87.48% and oil products — 86.51%. The relatively low share of arms and military equipment
(61.04%) is explained by the factthat significant volumes of them were supplied by the UK and Canada.

Table 5
Specific value of the U.S. Lend-Lease in the structure of the USSR’simport operations in 194145
(Vneshnyaya torgovlya Soyuza SSR, 1947)

Name product groups Total imports, min. including landlord, Share ‘of the list in
US DOLLARS* USD. U.S. DOLLARS total imports, %
Arms and military equipment 5626,4 3434,5 61,04
Industrial equipment and technical supplies 1271,7 1010,8 79,48
Railway traction and rolling stock 226,4 216,6 95,67
Rubber and technical rubber products 229.8 151,2 65,79
Metals and metal products 913,2 798.9 87,48
Petroleum products 178,7 154,6 86,51
Food products 17472 1659,2 94,96
Chemicals 2472 2329 94,21
Other products 1090,8 780,6 71,56
Total 11378,5 9238,2 81,19

— calculated by the author on the basis of the declared exchange rate of the Soviet ruble to the US dollar
as 5.3: 1.

The memoirs of A. Mikoyan, People’s Commissar (analogous to the post of Minister) of Foreign
Trade of the USSR, contain a revealing point: the statement that during the war “Soviet industry satisfied
more than 70% of its demand for urgently needed and strategic goods and raw materials necessary for
the production of tanks, airplanes, guns, ammunition from the stocks of the Ministry of Foreign Trade”
(Mikoyan, 1999), i.e., from imports.

Conclusions and Prospects for Further Research. Soviet imports during World War II should be
divided into two stages:

— the first stage (09/01/1939-21/06/1941), when Germany became the main foreign economic partner
of the USSR, from which equipment and machinery for various sectors of the economy, weapons, etc.
were imported;

— the second stage (22.06.1941-02.09.1945), when, as a result of the German attack, there were
dramatic changes in the USSR’s foreign economic activity,both in terms of changes in the volume and
structure of imports and in reorientation to other partner countries, primarily allies in the Anti-Hitler
Coalition.

The outbreak of hostilities between the USSR and Germany led to the fact that the main item of
foreign economic supplies was the supply of arms and military ammunition, food, industrial equipment
and strategic materials, raw materials and semi-finished products. A huge role in this was played by the
land-lease as a method of military and economic support of its allies by the United States. For the Soviet
Union, it amounted to 81.19% in value terms of all imports. The largest volumes of imports, both in terms
of value and quantity, occurred in 1944-45, when logistics supply chains were developed.

Further research in this area of study is seen in the study of issues related to the activities of Soviet
government agencies (primarily diplomatic) and commercial organizations (e.g., Amtorg, the Government
Procurement Commission) in organizing imports during World War II.
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JTUHAMIKA TA CTPYKTYPA IMIIOPTY B CPCP Y POKH I CBITOBOI BIMHA
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Y pobomi 3a memy nocmagneno 00CIiONHCeHHA NUMANHA OUHAMIKU A 3MIHU CIPYKMYPU PAOSHCHKO20 zmnopmy
6 poxu Il Ceimosoi sitinu, oyinxu poni ma snaveuns xpain-napmepie 011 CPCP y chepi 308HiuHb0eKOHOMIUHOT
OifIbHOCI.

Pesynomamu 0ocnioocenns 6yn0 ompumano 8 xo0i UKOPUCHAHHS 0iIeKMUUH020 Memooy NI3HAHHS AGULY, WO
Maiomy npasosy i eKOHOMIUHY NPUPoOY ma CMOCYiomvcs 00CAI0NCEHHS IMIOPIMHUX MOBAPONOMOKIE K HEGI0 €EMHO20
elleMEHNTY 306HIUHbOEKOHOMIUHOT OisibHOCHT Oeporcagu. OKpim moeo, 6Y10 BUKOPUCTRAHO MEMOOU CAMUCTIUYHUL —
0N y3acanbHeHHs, cucmemamusayii i ananizy mamepiany, maOmuHulL — 018 HAOYHO20 Bi000PAdCEHHS
NPOAHATIZ08AHUX OAHUX; AOCIPAKMHO-TOIUHUL — NPU OOIPYHMYBAHHI MeOPemUYHUX NOT0NHCEHb 1 (PopMYTIO8aHH]
BUCHOBKIG.

B npoyeci docniooicenns 3 ’acosarno, wo Ha novamxy Il Ceimoeoi gitinu (01.09.1939-21.06.1941 poxis) padsncokuil
iMROpM MAB OPIEHMAYiio Ha BUCOKOMEXHON0IYHI 3aCO0U BUPOOHUYMBA, 4 OCHOBHUM MOP2IGETbHUM NAPIMHEPOM
CPCP 6yna Himeyuuna, i3 ikoi HAOX00UU 3pa3Ku 030pO€EHHSL, 00NAOHAHHS OIS 2IPHUOPYOHOT, XIMIUHOI ma Hagpmosoi
APOMUCTOBOCI, CMAHKU | éepcmamu, aokomomusu, mypoinu. llicis i Hanady 6i00yI0cs nepeopicHnysanHs
paosucokoeo imnopmy. llicis nimeyvkoeo wanady na CPCP eiobyracs nepeopichmayis iMROPMHUX NOMOKIE
Ha Kpainu Anmucimnepiécokoi Koaniyii, a OCHOGHUMU 306HiuHbOeKoHOMiyHuMU napmuepamu cmanu CILIA,
Benukobpumanis, Kanaoa, Moneonis, Ipan, Kumaii. 3minunacs cmpyxkmypa ivnopmy, y SiKiil nouanu npesauniosamu
030pOCHHS T BIlICLKOGE CHOPADINCEHHS, NPOOOBOTLCNBO, NPOMUCIO8E YCIMAMKYBAHHS MA CIMPAME2iYHA CUPOBUHA |
Hanieghadpuxamu, Hagmonpooykmu. Juniomamuuna nepenucka 3aceiouye, wo edice Hanpuxinyi yepeus 1941 poxy
CPCP sussug oasxcanns 3axynumu 6 kpeoum y CLIA pizni munu nimaxie ma pisne npomucioge yCmamxy8anHs.
071 agiayitinux 3a600i8 I GUPOOHUYMEA ABIAYILIHORO NATLHOO, 3eHIMHI 2apMamu KilbKoX KaniOpie, 0ONaoHaHHs.
0713 3460016 3 GUPOOHUYMEA BUOYXIBKU, AEMOMOOLILHUX WIUH A CILAGIE PISHUX Memanie. 3a PAXyHOK IMIOPMHUX
nocmasox 6 CPCP 3abesneuysanocs do 70% 6cici nompebu y eocmpodeiyumnux cmpameiynux mamepianax,
cuposuni i Hanieghadpuxamax. Y 00CaiodicenHi, 3a pe3yIbmamamy aHatizy CMamucmuyHuX NOKA3HUKIG iMnopmy
PpoOUMbCSL BUCHOBOK, WO OCHOBHA HACMUHA NOCMABOK 5K Y (hizuunomy sumipruxy (16,252 man mown abo 67,5%),
max i y eapmichomy (49,96 mapo pyéurie abo 81,19%) npunadae na neno-niz — Gopmu 6ilicbko80-eKOHOMIUHOI
oonomozu 3i cmoponu CILIIA kpainam-coio3nukam, saka noaseana y 6e30n1amHomy noCmayanii 6iticbkogoi mexuixu,
ABMOMPAHCHOPIMY, YCIMAMKYBAHHSL MA 00IAOHAHHS, MEXHON02Il, MAmepianis, narbHo20, NPOOVKMIG Xapuy8aHHs,
HeoOXiOHUX 0151 6edenns bouosux Oill y 11 Ceimogiil 6itini ma nepemozu Hao CRIIbHUM BOPOSOM.

Kur040Bi cj10Ba: 30BHIITHPOSKOHOMIYHA JTiSUTBHICTB, IMIIOPT, JIEH-JTi3, TocTaBky, I CeiTosa BiitHa, CPCP,
CHLIA.
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CUSTOMS REGULATION AND CONTROL OF FOREIGN ECONOMIC
ACTIVITIES: INSTITUTIONAL PATHOLOGIES, METHODS AND TOOLS
FOR OVERCOMING THEM

The implementation of Ukraine’s European integration intentions in the modern globalized world requires a

proper theoretical understanding of systemic deficiencies in the sphere of state regulation of foreign economic
activity. Today, these shortcomings have signs of institutional pathologies. Currently, a clear understanding of the
nature of these pathologies and identification of ways to overcome them is needed, which is covered in the article.

The purpose of the article is to study the generalization of scientific approaches to the grouping of institutional
deviations and violations in the field of foreign economic activity, as well as to determine the main directions,

methods and tools for overcoming these violations and minimizing their consequences.

Methods. The article, based on the methodology of the system approach, substantiates the directions of countering

institutional pathologies in the field of foreign economic activity. Key elements of the methodology of state
management of foreign economic activity are used in the work. In particular, the authors characterized the methods
and tools of customs regulation of foreign economic activity. Special attention is paid to customs control methods.

The results. The article highlights the causes and consequences of institutional pathologies and their impact
on the development and effectiveness of foreign economic activity. The grouping of institutional pathologies
in the field of foreign economic activity was carried out and their main features were characterized. Authors
classification of methods and tools of state regulation of foreign economic activity was carried out. Ways to
overcome such pathologies through the use of methods and tools of customs regulation are identified. It is
proposed to combine all methods of regulating foreign economic activity into two groups, namely: systemic-
strategic and situational-tactical. The peculiarities of the application of various methods and techniques of
customs control both during and after customs clearance of goods are also defined.

Conclusions. The authors substantiated that depending on the institutional state of state regulation of
foreign economic activity and the type of institutional changes, decisions are made on the use of certain
methods and tools of customs regulation and customs control. Making such a decision is the prerogative of
the customs authorities. The effectiveness of such decisions depends on the state of institutional support for
state management of foreign economic activities, as well as on the professionalism of customs officials who
directly carry out customs regulation and customs control in this area.

Key words: state regulation of foreign economic activity, institutional changes in the field of foreign economic
activity, tariff and non-tariff methods of customs regulation, documentary methods of customs control, risk-
oriented control, post customs control, customs post audit.
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Introduction. The globalization of economic relations and the
development of integration processes require the search for new
ways to effectively carry out customs in Ukraine, improve the quality
of customs control and ensure the country’s customs and fiscal
security. The pace of Ukraine’s integration into the global economic
space largely depends on this. The European integration path that
Ukraine has to follow involves ensuring the steady growth of foreign
economic relations and requires all influential and interested parties
to correctly understand and clearly apply the tools of state regulation
and control in the field of foreign economic activity (hereinafter
referred to as FEA).

However, the state of permanent reform in which the state and,
in particular, the customs service are located has led to a number
of institutional changes that have upset the institutional balance
and provoked the development of institutional pathologies and
deformations in the field of foreign economic activity and put
Ukraine on the verge of another institutional failure. This has
negative implications for the development of customs, which should
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be implemented to solve at least two problems: first, the proper
performance of control and fiscal functions by customs authorities
related to customs payments and state budget revenues; second, by
simplifying customs procedures, to create favorable conditions for
the development of foreign trade and increase its efficiency.

In this context, the most important thing now is an adequate
understanding and effective use of methods and tools of customs
regulation and customs control. After all, the absence of these methods
or institutional shortcomings and miscalculations in their use lead to
significant losses to the state budget, hinder the country’s socio-economic
development and prolong Ukraine’s path to the EU and NATO.

Literature review. The problems of development of the
state administration of foreign economic activity, as well as
improvement of customs regulation and customs control in Ukraine
are widely studied by leading scholars and practitioners in the
field of customs. Some of the most significant scientific works in
this area are monographic studies by I. Berezhniuk (Berezhniuk,
2009), O. Borysenko (Borysenko,), S. Brekhov (Brekhov, 2018)
[1], O. Vakulchyk (Vakulchyk, 2014) [2], P. Pashko (Pashko,
2009), L. Pismachenko (Pismachenko, 2008) [3], E. Rudnichenko
(Rudnichenko, 2014), which reveal the peculiarities of the formation
and development of customs regulation, customs control and
customs audit institutions in Ukraine. The research on ensuring the
customs security of the state and overcoming the factors leading to
the development of institutional pathologies in the field of foreign
economic activity was conducted by such domestic scholars as:
V. Dubrovsky, V Cherkashyn, O., Hetman, (Dubrovsky and K, 2019);
Y. Zhalilo (Zhalilo, 2009) and others. The fundamental foundations
of the formation of institutional support for the implementation of
the state fiscal policy and its impact on the socio-economic growth
of the country have been studied in the works of foreign scholars,
including the works of: R. Coase (1992), J. Commons (2009),
D. North (2000), etc. However, despite a fairly wide range of
problems raised in the scientific and practical work of the authors,
there is no intensification of the activities of customs authorities in
this area. Thus, the scientific understanding of the problems in this
area and the search for ways to solve them actualize the need for this
study and prompted the authors to write this article.

The purpose of the article is to study the theoretical and
methodological approaches to grouping institutional deviations
and violations in the field of foreign economic activity, and also to
identify the main methods and tools used in the process of customs
regulation and customs control to counteract these violations.

Summary. The presence of institutional pathologies in the field
of foreign economic activity leads to such negative consequences as
hybridization of public administration in this area, growth of the “shadow
economy”’, and growth of corruption. All of this disrupts the institutional
balance in society, slows down the country’s socio-economic development,
and creates the preconditions for an increase in the level of customs, fiscal,
and economic danger, in particular in the field of foreign trade. In order
to overcome these negative trends, it is necessary to develop a number of
customs regulation and customs control measures at the methodological
level. It is important to understand the feasibility of using the key elements
of the methodology of state management of foreign economic activity, in
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particular the purpose, nature and methods of application of methods and tools of customs regulation. It is also
important to emphasize the need to strengthen the application of customs control methods. The actualization of
issues related to the expediency of applying various methods and techniques of customs control raises a layer of
theoretical and methodological issues regarding the forms and types of its implementation. The authors substantiate
the need for such control on the basis of the use of various methods and tools both during customs clearance and
after its completion in the form of post-clearance control and customs post-audit.

The essence of institutional changes in the field of foreign economic activity and their impact on the
state of customs regulation and customs security.

The role of the state and its governmental institutions in regulating foreign economic activity is of great
importance. It is the state that should become the carrier of ideas, the architect of reforms, and the guarantor of
relevant institutional changes in society. State institutions and agencies should become the guides of a balanced,
purposeful, progressive and evolutionary policy aimed at overcoming the contradictions of socio-economic
development, for economic growth and ensuring institutional balance in society. Institutional changes should
ensure sustainable economic development, which underlies institutional equilibrium and is the main factor in
overcoming significant institutional pathologies and institutional deformations inherent in transformational
economies, protecting them from institutional failure. It is clear that “...the process of formation and development
of an effective institutional environment has certain specifics due to imperfections, imbalances and incompleteness
of the institutional system” (Katygrobova, 2013). At the same time, the role of the state, which realizes its purpose
of regulating foreign economic activity through the implementation of customs policy, is decisive.

In the context of the study of institutional change, let us first define the essence of the term “institutional
pathology”. First of all, we should note that pathology is a deviation from the norm, an abnormality of
the functioning of a living organism (Dubichynskyi, 2008). Given that, according to Niccolo Machiavelli,
“...the state is an organic living system guided by its own laws of development” (Machiavelli, 2014),
we define the essence of the concept of “institutional pathology” as a disease of the state that has certain
signs (symptoms) manifested in the form of deviation of its institutions from legal norms and rules in the
performance of public administration functions.

In our opinion, the key signs of institutional pathologies are deviations in the following key indicators
of the state’s performance in the following areas:

Low growth rates of gross domestic product (GDP).

High level of shadowing.

Low income level of the population.

Oligarchic-autocratic model of state governance.

Corruption at all levels: domestic, business, and political.

Legal institutions do not counteract the activities of informal illegal institutions, which leads to
hybridization of power.

7. Violation of the rule of law.

All of these signs are currently pronounced in Ukraine, in particular:

—  Low GDP growth rates. Ukraine lags far behind most European countries in terms of GDP growth.
To be more convincing, let’s compare the dynamics of Ukraine’s GDP growth rates with Poland’s for the
period from 1990 to 2021. Back in 1990, Poland was slightly behind Ukraine in this indicator, but later
began to rapidly increase its GDP growth rate, while Ukraine remained at the level of the 1990s (Fig. 1).
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Fig. 1. Gross domestic product at purchasing power parity of Ukraine and Poland, billion US dollars.
Source: (Take-profit.org, 2023). (Ministry of Finance of Ukraine, 2023)
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As we can see, despite having better starting conditions in the period from 1990 to 2000, Ukraine lost
a lot of time in adapting to market conditions for doing business and transforming economic relations. In
the following years, GDP growth was also quite low. This indicates that the reforms were unsuccessful
and Ukraine chose the wrong path of development. That is, at the very beginning of the construction of
Ukrainian statehood, the foundations were laid for the development of institutional pathologies. This is
also evidenced by the following indicator.

— low income level of the population. In 2020, and still today, Ukraine is the poorest country in Europe
in terms of income per capita. This is what prompts Ukrainians to seek a better life in other countries,
including Poland and other countries of the world. In particular, in Poland, the average income per capita
in 2021 was 37997 USD. while in Ukraine it was only $4826.6. This is almost 8 times lower. In general,
the GDP per capita in Ukraine and Poland for the period from 1990 to the present is shown in Figure 2.
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Fig. 2. Dynamics and trends of GDP of Ukraine by Poland for the period 1990-2021, US dollars
Source: (According to the IMF)

It should be noted that the GDP per capita in 2021 was the highest in all the years of independence.
We believe that poverty and the devastating consequences of the war will be the main reasons for many
Ukrainians who, unfortunately, will decide not to return to the country. In general, according to news
sources, «...according to a recent World Bank report, in 2022, the poverty rate in Ukraine increased from
5.5% to 24.2%, and another 7.1 million people fell below the poverty line». (Slovo i Dilo, 2023). As
Arup Banerjee, the World Bank’s Regional Director for Eastern Europe, noted in 2022, “...as a result of
the full-scale war unleashed by Russia, the poverty rate in Ukraine has increased 10 times”. According to
Banerjee, at the end of 2022, 25% of Ukraine’s population lived in poverty, and by the end of 2023, this
figure could rise to 55%.

— high level of shadow economy. According to official institutions, the level of the shadow economy in
Ukraine has been ranging from 27% to 36% over the past 11 years and tends to decrease (Figure 3).

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Fig. 3. Dynamics of the level of the shadow economy in Ukraine
Source: Ministry of Economic Development (2022)
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At the same time, international experts and Danylo Hetmantsev, Chairman of the Verkhovna Rada
Committee on Finance, Taxation and Customs Policy, believe that the shadow economy in Ukraine is
half of GDP. In addition, Danylo Hetmantsev noted that no one can tell the exact figure of the shadow
economy, and no research can be reliable, because the “shadow” cannot be counted. He also emphasized
that the issue of smuggling and the shadow economy is a direct threat to national security in terms of its
scale (Ukrainian Global Studies Studio, 2021). Thor Makarenko, Director of the Institute of Evolutionary
Economics, notes that if “...on the eve of the war, it was believed that the level of the shadow economy
was somewhere between 33—35%, then according to international organizations, the level of the shadow
economy in Ukraine is now 50%” (Makarenko, 2022). [According to him, the country has a very large
administrative component, which is then compensated by the shadow economy. That is, the level of the
shadow economy in the country during the war is 50%.

— Corruption at all levels: domestic, business, and political. Currently, corruption in Ukraine is
one of the most important problems hindering the country’s development. According to the results of
2020, Ukraine’s Corruption Perceptions Index (CPI) score improved to 33 points out of 100. This is 3
points more than in the previous year, but only 1 point more than in 2018. Ukraine ranked 117th out of
180 countries in the global ranking. The group with a score of 33 points also includes countries from Africa
and Asia — Egypt, Eswatini (formerly Swaziland, Africa), Nepal, Sierra Leone, and Zambia. However, in
2021, Ukraine lost ground again and moved to 122nd place with 32 points. In 2022, Ukraine returned
to its position of 2020 and received 33 points out of 100 in the Corruption Perceptions Index (CPI),
which increased by one point, and now Ukraine ranks 116th out of 180 countries in the CPI (Corruption
Perceptions Index — 2022).

— oligarchic-autocratic model of state governance. The public administration system formed over
30 years of independence in Ukraine has enabled the development of an oligarchic monopolized economy.
This has led to the hybridization of power (the merger of big business with public authorities acting in the
interests of oligarchic clans) and the intensification of other pathologies related to the shadow economy
and corruption of the government.

— legal institutions do not counteract the activities of unofficial illegal institutions, which leads to
hybridization of power. The hybridization of power has led to inaction of official state institutions or to
the “protection” of certain industries or business structures by the authorities, which has contributed to
the development of the shadow economy. This leads to the growth of unrecorded and illegal economic
activities in the segments of the “informal” economy, the underground economy, and the fictitious economy.
While the informal economy is usually a type of economic activity prohibited by law and developed
within criminal groups, the fictitious economy includes bribery and all kinds of fraud. In particular, fraud
includes: actions related to the illegal receipt and transfer of funds; activities aimed at obtaining unjustified
benefits and various kinds of privileges and preferences by economic agents, etc. The main reason for the
emergence of this sector of the economy is, on the one hand, the desire of economic agents to obtain
certain benefits through organized corrupt ties, and, on the other hand, the use of official position by public
administration officials.

— The rule of law is systematically violated. Corrupt law enforcement, state fiscal, regulatory and
judicial institutions are unable to counteract the development of the shadow economy, which is growing
under the patronage of certain oligarchic groups and informal leaders of the criminal world. The deformed
and chronically bribery-ridden judiciary is unable to satisfy Ukrainians’ demand for justice, which is
another reason for social unrest.

As we can see, all these signs of institutional pathologies negatively affect both the state of socio-
economic development of the state as a whole and the state of development of certain areas and sectors of
economic activity, in particular, foreign economic activity.

Consequences and Threats of Institutional Pathologies in the Field of Foreign Economic Activity
for Ukraine and Ways to Overcome Them

The inadequacy or one-sidedness of foreign economic policy, ineffective use of state regulation of
foreign economic activity, and shortcomings in the application of methods and tools of customs regulation
and customs control lead to the development of institutional pathologies and deformations, and to a
significant distortion of the relationship between business and the state. This is also one of the reasons for
the high level of the shadow economy in the country (Ivashova, Ivashov, Kritenko, 2020), the formation
of hybrid institutions of public administration in the field of foreign trade (Predborskyi, 2005) and leads
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to significant budget losses. Indeed, the annual potential losses of the Ukrainian budget from arrears due
to shadow transactions and tax evasion, including in the field of foreign economic activity, in different
years range from 13 to 15 billion dollars (Ivashova, and K, 2020). That is, the country’s budget loses at
least more than UAH 280 billion annually (Lev, 2020). To successfully counteract shadow transactions, it
is necessary to clearly understand in which areas of economic activity they are carried out, what schemes
are used for tax evasion, and how the funds withdrawn from legal circulation are redistributed. Depending
on the answers we get to these questions, we can talk about mechanisms and tools to overcome the shadow
economy, because “progress in the economy is impossible without bringing financial schemes out of the
shadows” (Lev, 2020).

Therefore, let us dwell in more detail on the issues of combating shadow transactions in the context of
studying the problems of public administration of foreign economic activity. Currently, there are enough
analytical materials that reveal the structure of the shadow economy by various industries, spheres
and types of activity, including the sphere of foreign economic relations (Varnaliy, 2014; Dubrovsky,
2008; Zhalilo, 2009; Makarenko, 2022; Predborskyi, 2005). The standard list of violations according to
V. Dubrovsky’s classification includes the following (Table 1).

Table 1
Typical violations and shadow operations in the field of foreign trade

List of typical violations
— violation of customs regulations and smuggling
— manipulation of the customs value of goods;
— interrupted transit;
— schemes by means of postal mail;
— “jackets”:
— direct smuggling;
— embezzlement of value added tax (VAT):
— illegal reimbursement from the budget for exports;
— fictitious entrepreneurship (missing trader), including “carousel” schemes;
— substitution of goods (“twists™);
— counterfeit;
— transfer of profits to tax havens (offshore);
— schemes of the shadow land lease market;
— shadow wages:
— distortion of the tax base (concealment of sales):;
— Abuse of tax privileges and preferences and special regimes;
— informal entrepreneurship and individual economic activity without registration.

Source: generalized by the authors based on data from (Dubrovsky and K, 2019)

As we can see, the set of tools for tax avoidance in foreign economic operations in Ukraine is not
very different from other countries. The vast majority of tax evasion cases are related to schemes in
the field of foreign economic activity, as it is more convenient for their owners to keep funds illegally
obtained in Ukraine in convertible currency (USD, EUR) and preferably in foreign banks. This can
only be achieved through foreign economic operations. Thus, according to the results of research by the
International Institute for Management Development (Switzerland), the Institute for Strategic Studies of
Ukraine, as well as scholars Z. Varnalii (Varnalii, 2014), V. Dubrovskyi (Dubrovskyi and K, 2019) [4],
V. Predborskyi (Predborskyi, 2004), L. Ivashova, M. Ivashov, and O. Kritenko (Ivashova and K, 2020) and
other researchers have determined that about 80% of shadow transactions are somehow related to foreign
economic activity, and only about 20% are carried out within the country. These results are confirmed
by the figures provided by individual analysts. Thus, if “smuggling and customs violations alone cause
the Ukrainian budget to lose UAH 110 billion annually, offshore schemes — UAH 65 billion, tax evasion
in the financial sector — UAH 35 billion, the shadow land lease market — UAH 40 billion, schemes to
minimize VAT payments (envelope centers) — UAH 20 billion, counterfeiting — UAH 10 billion. If only
these schemes are brought out of the shadows and the budget is filled with them, it will be 280 billion
UAH” (Lev, 2020), which in dollar terms at the time was more than 10 billion USD. THE AMOUNT OF
MONEY WAS MORE THAN 10 BILLION US DOLLARS.

Since about 80% of shadow funds are converted through foreign economic operations, it becomes clear
that strengthening state customs control in the field of foreign trade is the key mechanism for countering
the shadow sector in the country. It is also worth noting that the structure of the shadow economy in
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Ukraine is atypical in relation to the structure of the economy itself. Unlike most other countries (except
for some CIS countries), the vast majority of tax revenues in Ukraine are lost through the most extensive
instruments of tax evasion and aggressive tax planning. Unlike in most countries, these instruments are
massively used by large and ultra-large enterprises that dominate the domestic economy and, thanks to
their informal connections, have great opportunities for tax avoidance.

Accordingly, the mechanical transfer of the experience of other countries in this area to Ukraine leads
to inadequate conclusions and recommendations that do not contribute to the effective fight against the
shadow economy. With the development of globalization processes, the foreign economic activity of
enterprises has significantly intensified. The number of violations of customs legislation related to the use
of various shadow schemes for tax evasion has also increased proportionally. The main ones are identified
in scientific works (Ivashova, and K, 2020) and presented in Table 2.

Table 2
List of typical violations of customs legislation using shadow schemes in the field of foreign trade

Typical violations

— incomplete declaration;
— use of fictitious companies, including in offshore zones;

—overstatement of the customs value of exported goods for reimbursement of export VAT from
the state budget;

—understatement of the customs value of imported goods to reduce customs duties;
—placing goods in the recycling mode;

—actual import of goods under the guise of foreign investment or tolling operations;
—incorrect classification of goods;

—importation of goods under the guise of components;

— investments in authorized capital of joint ventures;

— failure to return or untimely return of foreign currency earnings;

— falsification of shipping documents;

— transferring funds to offshore zones, etc.

Source: based on (Ivashova, and K, 2020)

If public authorities do not respond in a timely manner to the development of institutional pathologies
and institutional deformations in various spheres of public life, they accumulate and deepen. As a result,
the effect of a “revolutionary situation” arises, which can lead to a socio-economic crisis and institutional
failure. The most illustrative, in terms of the impact on the development of the state, are the consequences
of institutional changes that manifest themselves in the form of institutional pathologies in the field of
foreign economic activity. The latter cause structural failures in the FEA management system, which
leads to an imbalance in the activities of customs institutions, including customs. The analysis of the
state regulatory acts in the field of foreign economic activity and their consequences, conducted over
the past few years, gives grounds to assert that the system of foreign economic activity regulation as
one of the functions of public administration has acquired certain deformations that have all the signs of
organizational and managerial pathologies. In general, based on the works of scholars (Peter Senge, 1999;
Mazur, 2014), we identify 12 main pathologies in the field of foreign economic activity (Table 3).
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Table 3
Description of institutional pathologies in the field of foreign trade

Type of pathology - i Characterization of pathology
mixing incompatible goals, merging the tax and customs services into one body — the State

Fiscal Service (SFS). This resulted in simplified standards of perception of customs as a

A dilemma in strategy  [purely fiscal activity and in the leveling of the regulatory and control functions of the State
Customs Service. This approach remained in place even after the SFS was split into two
agencies.

Instead of radical reforms, “cosmetic” or temporary changes are proposed, which give only
short-term results, in particular, simplification of customs procedures and risk assessment
without the introduction of a full-fledged customs audit does not solve the problem of
customs security

Replacing the problem

adoption of contradictory regulations and half-hearted decisions on the development of
Pendulum solution certain institutions. For example, decisions made regarding the development of customs
audit and authorized economic operator institutions.

constant structural and organizational transformations through reforms and reorganizations
of state bodies regulating foreign economic activity are each time associated with rewriting
the functions and tasks of individual structural units of the customs authorities. Continuous
reforms of the customs service through mergers and divisions within the customs system
each time reduce the efficiency of individual customs offices

manifests itself during reforms based on institutional borrowing in the form of institutional
Postponement of goals  |conflict, which makes it impossible to bring them to a logical conclusion, so they are
realizationl constantly stretched out in time and do not have the proper effect. An example is the ongoing
reform of the customs service, which continues to this day.

confrontation between different management levels, which creates duplication of
functions, overlapping interests, power contradictions and antagonism at different levels
Management conflicts]  |[of management between structural units of individual customs offices, between customs
offices, between customs offices and departments and offices of the central office of the State
Customs Service, etc.

deliberate deviation from the recognized international standards and norms of customs
operations, in particular, half-hearted decisions on the implementation of the Kyoto
Convention standards regarding the introduction of customs post-audit as a key type of
customs control

Neutralizing previous adequate and useful state decisions are leveled by other norms of the opposite direction,
decisions2 which leads to an imbalance in the legal field of customs affairs

changes are made not at the moment of identifying problem areas, but with a significant
delay, during which the ineffective rule continues to operate and induce negative effects
(for example, with “Euro cars” or the settlement of problems with customs clearance of

humanitarian aid) _ i —
Adoption of imperfect decisions or legal norms in advance. For example, the decision to

merge the tax and customs services, the imperfection of the mechanism for introducing the
Design defectiveness2  |institution of an authorized economic operator, the inhibition of the development of effective
areas of customs control, the lack of clearly defined methods and tools of customs control,

etc.
low level of social protection of customs officers and a high risk of corruption, as well as

Conflict of interest*. unclear formulation of ethical standards of behavior of customs officers (bribery, nepotism,

corruption) - _ .
lack of direct responsibility for management decisions made or not made and their

consequences.
Notes: *- Proposed by Peter Senge

The prevalence of
structure over functionl

Erosion of standards1

Delayed reaction2

Impunity*.

2 proposed by Olena Mazur
* — proposed by the authors
Source: compiled by the authors on the basis of Senge and Mazur (Peter Senge, 1999, Olena Mazur, 2014)

It is not enough to analyze and systematize the signs of manifestation and consequences of institutional
pathologies and deformations. Within the scope of our study, we will dwell in more detail on the causes
and consequences of the development of institutional pathologies in the field of foreign trade and identify
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the main directions for their elimination. At the same time, we will emphasize the priority institutional
changes aimed at strengthening the role of customs authorities in the field of foreign trade regulation in
order to “...on the way to European integration to convince potential EU partners that Ukraine will enter
the Union not as a beggar, but as a young, stable and energetic economy that opens new prospects for
socio- economic, political and humanitarian development for the united Europe” (Zhalilo, 2009, p. 312).
This is how Ukraine should position itself on foreign markets after the war.

Therefore, the formation of a system of state regulation and control of foreign economic activity requires
scientific substantiation of methodological approaches to the study of this process, understanding of the
sequence of its course and scientific prediction of the results and consequences of the implementation or
lack of reforms. After all, the prospects for the development of customs authorities as a key state institution
regulating foreign economic activity involve: first, an integrated approach to implementation by balancing
the fiscal, regulatory and control functions of customs authorities; second, reorganization of the customs
control system in the context of ensuring customs security, including by increasing the importance and
role of customs post-audit; third, identification of the main methods and instruments of customs regulation
and customs control of foreign economic operations and increasing their efficiency with.

At the same time, an important area of scientific research is to clarify the list and characteristics of the key
elements of the methodology of state management of foreign economic activity — methods and instruments
of state regulation and control of foreign economic activity at both the tactical and strategic levels.

Methods and tools to counteract institutional pathologies in the field of foreign trade by customs
authorities

In our previous publications, we have already considered the problems of determining the essential
content of such concepts as “method” and “methodology” in the process of scientific cognition and
concluded that these concepts should be a separate object of research by scientists, since they do not
have an unambiguous interpretation. However, if earlier we focused in more detail on the coverage
of general approaches to defining the essence of methodology and the systemic approach (Ivashova
and Bakardzhyjev, 2016) and the features of the methodology of public administration in the field of
foreign economic activity (Pismachenko (Ivashova), 2009), now we will define the key elements of the
methodology of public administration of foreign economic activity, namely, specific methods and tools of
management in this area.

In this article, we will focus on specific methods and instruments of customs regulation and customs
control of foreign trade in Ukraine, the use of which allows for direct state management of this area of
foreign economic activity. In the world and domestic practice, all methods of regulating foreign trade
activities are divided into two large groups: administrative methods, which are short-term, restrictive or
fiscal in nature and through which the state exercises “manual” control in the field of foreign trade in order
to urgently influence the acceleration or deceleration of certain processes based on state needs; economic
methods — are long-term, characterized as regulatory and used to promote the development of the national
economy and to ensure.

In general, the classification proposed by various authors is mainly reduced to dividing the methods of
state regulation of foreign economic activity into two groups according to the method of such regulation —
tariff and non-tariff. However, there are different approaches to determining their content and methods of
application, taking into account other classification features, namely, the form of influence, nature, duration
and purpose of such methods. At the same time, different authors emphasize different features. This allowed
us to develop our own classification of methods of regulating foreign economic activity (Fig. 4).
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Fig. 4. Classification of methods and instruments of state regulation of foreign trade activity
(author’s development)

Thus, when developing this classification, we were guided by the work of our predecessors, which
allowed us to state the following — regulation of foreign trade activities is carried out through the use
of a certain set of tools, such as: customs tariff, customs duty; value added tax, excise duty, changes in
the exchange rate, codes of commodity nomenclature, quantitative restrictions, indirect protectionism,
technical standards, etc. In general, we presented the description of methods and instruments of regulation
of foreign trade relations in the author’s monograph (Pismachenko (Ivashova), 2008) in the form of a table
(Table 3), which has been slightly revised and, in our opinion, remains relevant.

Table 3
Characterization of the Methods of State Regulation of Foreign Trade Relations by the Composition
of Instruments
Instruments of state regulation of the TCD
[72]
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influence Indirect + + +
Economic + + | + + +
By nature — -
Administrative + + + + +
By validity Short-term + + + +
period Long-term + + [ + + + +
Restrictive + + + + + + +
For the purpose of] ; :
Stimulating + + + + + + +
By the method | Customs and tariffs | + + +
of implementation| Non-tariff + + + | + + + +
Information platform Customs statistics

Source: improved on the basis of the author’s development (Pismachenko (Ivashova), 2008) [12].

In general, public administration of foreign economic activity involves the widespread use of this
information platform, which is created on the basis of statistical methods. The methodology of customs
statistics of foreign trade of Ukraine uses its own methods and tools, which require a separate study and
coverage in scientific papers and are not the subject of our study.
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In general, customs and statistical control and analysis of foreign economic activity allow making
the right strategic and tactical management decisions on public administration and regulation of this
activity. Based on the level and period at which such decisions are made, we propose to divide all methods
of regulating foreign trade activities into two large groups: systemic and strategic and situational and
tactical, namely

—systemic and strategic methods are economic customs and tariff methods that are direct and long-term,
characterized as regulatory and used to promote the sustainable development of the national economy and
ensure budget revenues from foreign trade;

— situational and tactical methods are administrative non-tariff methods that are indirect and short-
term, have a stimulating or restrictive effect, and are used for «manual» management in the field of foreign
trade in order to quickly influence the acceleration or deceleration of certain processes based on state
needs in uncertain or uncertain situations and circumstances.

In the process of managing foreign trade activities, public administration entities use not only methods
and tools of customs regulation that allow them to regulate the processes of foreign trade. Along with
these methods, it is advisable to use customs control methods. This makes it possible to provide managers
with reliable information necessary for making adequate decisions. In addition, the use of customs control
methods streamlines the relationship between the state and business in the field of foreign economic activity,
and increases the responsibility of foreign economic operators. Therefore, it is important to understand the
role of customs control and to apply the full range of methods and tools for its implementation. In general,
the control function of customs authorities that strive to work in accordance with international standards
is a leading one.

In accordance with the provisions of the Kyoto Convention (WCO, 1973), the main prerequisites for
simplifying customs procedures include methods of customs control over movement and control measures
based on the use of audit methods. At present, it is advisable to distinguish the concept of customs control
in two areas: customs control during customs clearance; customs control based on audit methods. The
application of certain customs control methods depends on the type, form and method of control based on
the results of risk analysis (Fig. 5).
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Fig. 5. Structural and logical scheme of risk-based customs control
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At present, the choice of the type of control, as well as the selection of effective methods and tools of
customs control depends on the proper functioning of the risk management system. After all, control using
the risk management system is a risk assessment by analyzing (including using information technology)
the submitted documents in a particular case of movement of goods, commercial vehicles across the
customs border of Ukraine in order to select the forms and scope of customs control sufficient to ensure
compliance with the requirements of Ukrainian legislation on customs affairs (VRU, 2012).

Depending on the type and form of customs control, customs officials may use both general scientific
and special control methods that are widely used by state regulatory authorities (Figure 6).

| METHODS AND TOOLS OF CUSTOMS CONTROL |

/\

General scientific Special (applied)
scientificGeneral scientific
—>| Analysis /\
Actual (organoleptic) Documentary

Synthesis Synthesis

Reading

Deduction Inventory dnciments

- Laboratory analysis
Induction — y analy — Document

matching

Observation Expertise N -
L e
checking
—>] Abstraction Inspection of goods
) Analytical
Test run Enquiry/Counter-
> ) check

Control
> measurement

Fig. 6. Classification of customs control methods

The realization of Ukraine’s intentions to integrate into the European Union requires the adaptation of
domestic customs legislation to European standards, including the development of customs post-audit.

It is worth noting here that the most effective type of customs control in the world is customs post-
audit. In particular, one of the 22 areas of the Customs Blueprints (Customs Blueprints, 2007), which
reflect the best EU principles and standards in the field of customs, is the development of customs control
in the form of customs post-audit. The use of customs post-audit is intended to facilitate the development
of international trade by striking a balance between simplifying trade procedures, on the one hand, and
ensuring effective customs control and security, on the other. The practical application of the principles
and methodology of customs post-audit is also stipulated by the provisions of the Customs Cooperation
Council Resolution — the SAFE Framework of Standards to Secure and Facilitate International Trade,
used by the WCO member states (WCO, 2005). Thus, it is now imperative that Ukraine focuses on
strengthening and developing risk-based customs control and ensuring the use of customs post-audit
methods and tools. In addition, the development of customs post-audit is one of the requirements of the
European Commission for Ukraine’s accession to the European Union.

At present, the Customs Service of Ukraine has certain problems that prevent it from fulfilling this
requirement, namely: low efficiency of customs control; lack of an effective customs post-audit institution
in the structure of the Customs Service; insufficient number of customs post-audit specialists; insufficient
level of professional training of customs auditors. In general, we agree with A. Kostenko (Kostenko,
2022) that “...in the current conditions of economic and organizational crisis of the customs authorities,
their material and technical base does not allow for a detailed and in-depth analysis of data for post-release
inspections due to the use of outdated technologies, lack of objective tools and methods for data analysis
and monitoring, as well as staffing problems”.

In order to overcome these problems, we believe it is necessary to: amend the customs legislation to
legalize such type of customs control as customs post-audit and methods of its implementation; create
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a hierarchical system of customs post- audit in the structure of the customs service; expand the staff of
customs post-audit units and provide these units with highly qualified specialists; organize short-term
courses for training, retraining and advanced training of specialists in the field of customs post-audit. In
addition, to improve the quality of customs control, we believe it is necessary to create an institute of
customs intelligence in Ukraine.

Improvement of methodological approaches to the state management of foreign economic activity
on the basis of optimization of the composition and increase of efficiency of application of methods
and instruments of customs regulation and customs control is one of the ways to overcome institutional
pathologies in the field of foreign economic activity.

Conclusions. Institutional support for state regulation of foreign economic activity is ambiguous and
sometimes contradictory. The result of the institutional weakness of the state is a significant shadow
economy, corruption and financial problems in the country. These problems have resulted in significant
institutional pathologies in the area of public administration of foreign economic activity that need to be
addressed. This primarily concerns the area of customs regulation and customs control. Methods and tools
used by customs officials play an important role in the implementation of customs procedures. Improvement
of theoretical and methodological approaches to the methods and tools of customs administration is the
basis that will allow for effective institutional changes and shifts towards improving customs.
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Peanizayis espoinmezpayivinux namipie Ykpainu 6 cyyacHomy eno0aiizo8aHoMy ceimi nompebye HanexHcHo20
MeoPemuuH020 OCMUCTEHHSI CUCEMHUX HeOONIKi@ Y cepi 0epicagHo2o pe2yniosanHs 308HIUHLOCKOHOMIUHOT
disivrocmi. Co0200Hi yi HeOONKYU Maloms 03HaKU IHCmumyyitHux namonoeii. Hapasi nompione uimxe po3yminus
ApUPOOU Yux naAmonoiil ti O3HAUEHHS WIAXIE IX NOOONAHHS, WO Ul BUCBINIEHO Y CIAMMI.

Memoto cmammi € 00Ci0NHCEHHS Y3A2aNbHEHHs HAYKOBUX Ni0X00i8 00 2PYNYBAHHS THCIMUMYYIUHUX 8iOXUIeHb Ma
nopyuierv y cgepi 308HIUHbOEKOHOMIUHOT QIATbHOCHI, d MAKONC BUSHAUEHHS OCHOBHUX HANPAMIS, Memodie ma
Memoou. Y cmammi Ha 0CHO8I Memo00102ii CUCmeMH020 Ni0X00y 0OIPYHIMOBAHO HANPAMU NPOMUOLT THCMUNYYITHUM
namono2iam y cghepi 308HiUIHbOEKOHOMIYHOT QIAILHOCHIL. Y poOomi BUKOPUCIAHO KAHOUO0BI eleMeHmu Memooonoii
0epoHCagH020 YRPAGNIHHA 306HIUHLOCKOHOMIUHOIO JIAbHICMIO. 30Kpemd, agmopamu OXapakmepusosano Memoou
ma iHCIMPYMEHmMi6 MUMHO20 Pe2yI08aHHA 306HiUHbOEKOHOMIYHOT dianbrocmi. Ocobnugy yeazy npudiieno Memooam
MUMHO20 KOHMPOTH).

Pesynomamu. Y cmammi 8uceimieHo npuyuHy ma HACAiOKU IHCIUMYYIIHUX Namonozitl ma ix 6niue Ha po36uUnmox
i ehexmugHicmb 306HIUNbOCKOHOMIUHOT JistbHOCmi. 30ilicHeHO 2pynyeantsa IHCMUmyyiliHux namonocii y cgepi
308HIUHLOEKOHOMIUHOI OIANLHOCI MA 0XAPAKMEPU30BAHO iX OCHOBHI pucu. 30ICHEHO a8MOPCLKY Kiacugixayiio
Memooie ma iHCMPYMEHMI@ OepIHCABHO20 Pe2yNIO8aAHHA 306HIUHbOCKOHOMIUHOT OisnbHocmi. O3naveHo winaxu
NOOONAHHS. MAKUX NAMON02il uepe3 GUKOPUCTNAHHA Memoodig Ma [HCHPYMEHNI8 MUMHO20 Ppe2yi8aAHH.
3anpononogano yci Memoou 3 pezyno8ants 306HIUHLOCKOHOMIUHOI JiAnbHOCII 00 €onamu y 06i epynu, a came:
CUCIEMHO-CIPAme2iuHi ma cumyayiiHo-maxmuyni. Takodc 03HaueHo 0coonus0Ccmi 3acmocy8anHs PisHOMAHIMHUX
Memo0ig [ npULloMU MUMHO20 KOHMPOTIO AK Ni0 uac, Max i Niciis MUMHO20 oopmaeHHs moeapis.

Bucnosxu. Asmopamu o00TpyHmosano, wjo 3anexcHo 6id IHCMUMYYitIHO20 CMAHY OepPAHCABHO20 Pe2ylI08aAHHA
306HIUHbOCKOHOMIUHOI QIIbHOCMI Ma MUNy HCMUMYYIUHUX 3MIH NPUUMAOMbCS PIUEHHS NP0 8UKOPUCTIAHHS

36 Customs Scientific Journal, Ne 1, 2023



MUX YU THWUX MemoOig Ul THCIMPYMEHMI® MUMHO20 Pe2Vio8ants i Mumnozo koumpono. lpuiinamms makoeo
DIleHH s, € NPepoamueoio MUmHux opeanis. EhexmueHicms maxux pivieHs 3a1excums 6i0 Cmany iHCmumyyiiHo2o
3a0e3neYeHHsT 0epicasHO20 YNPAGTIHHA 308HIUHbOCKOHOMIYHOI0 OILIbHICHIO, A MAKoJC 6i0 Npogecionanizmy
NOCAO0BUX OCIO MUMHUX OP2aHi8, o He3nocepedrbo 30TUCHIOIONb MUMHe Pe2yII08anHs Ma MUMHULL KOHMPOTb V
yitl cehepi.

KuirouoBi ciioBa: saepaBHE pErymiOBaHHS 30BHIIIHBOGKOHOMIYHOI IiSUIBHOCTI, 1HCTUTYLIHHI 3MiHH
y cdepi 30BHILIHBOCKOHOMIYHOI IisSUTBHOCTI, Tapu(dHi Ta HeTapu(HI METOIM MUTHOTO DPEryJIIOBAaHHS,
JOKYMEHTaJIbHI METOIM MHUTHOTO KOHTPOJIO, PU3UK OPIEHTOBAHUH KOHTPOJb, MOCT MUTHHUN KOHTPOIb,
MUTHHUH NTOCTAY/UT.
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CUSTOMS CLEARANCE OF HUMANITARIAN AID
IN UKRAINE DURING WARTIME

The article is devoted to the analysis of the peculiarities of customs clearance of humanitarian aid during the
period of martial law in Ukraine. The categories of goods that are humanitarian aid, the volume of shipments of
similar goods by foreign countries, emphasizing the key aspects of declaration were considered. The regulation

of a separate procedure for the passage of such dual-use goods through the customs border is indicated. The
list of business entities that have the right to import military goods into Ukraine has been determined.

The purpose of the article is to study the transformations of the procedure for customs clearance of
humanitarian aid as a result of the introduction of martial law in Ukraine and to identify the necessary changes

in the current legislation.

Methods. 7o write the article, a comparative method was used (to systematize information legal acts on

customs clearance of humanitarian aid), dialectical (to understand the relationship of the basic); structural
and functional (for comparison of national experience); analysis (to highlight the criteria for the category of
goods that are humanitarian aid); generalization method (to form the conclusions of the analysis).

Results. With the adoption the Law of Ukraine “On Humanitarian Aid”, which regulates the main aspects of
the circulation of humanitarian aid in Ukraine, one of the key conditions for the import of humanitarian goods

was its exemption from the tax burden of value added tax and customs duties, and the most important condition

for exemption from taxation — recognition of goods moving across the customs border as humanitarian aid.

Before the start of the full-scale invasion of the aggressor on the territory of Ukraine, this was accompanied
by the need to carry out a number of bureaucratic manipulations even before arriving at the customs border of
Ukraine. During the research, it was established that during the period of martial law, the Cabinet of Ministers
of Ukraine provided a clear list of goods that are considered humanitarian aid, simplified the procedure
for customs clearance of such cargo, regulated the main aspects of recognition and customs clearance of
humanitarian aid in the form of dual purpose goods, military goods, medicines and medicines.

Conclusions. Active communication between state bodies and volunteer organizations and, as a result, the
introduction of numerous changes in legislation significantly simplified the procedure for importing humanitarian

aid into the territory of Ukraine. The procedure for customs clearance of humanitarian cargo has been simplified,

and it has been determined, in particular, that goods are recognized as humanitarian aid based on the declarative
principle without the adoption of a corresponding decision by specially authorized state bodies on humanitarian

aid issues. At the same time, persons who intend to import humanitarian aid goods into the state in the future
should be careful in view of the constant improvement of the legislative regulation, restrictions and/or prohibitions
regarding certain goods. The search for balanced approach customs formalities remains relevant.

Key words: customs clearance, customs control, customs formalities, humanitarian help, martial law.
JEL Classification: K 13, K 39.
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of goods and vehicles moving across the customs border of Ukraine), I. Tulyantseva (organization of
customs control), V. V. Chentsova (customs law in Ukraine), O. V. Chupryna (classification of customs
regimes in legal science and legislation) and others.

The issue of accounting and control of humanitarian aid from national and foreign donors is covered
in the works of Z. Levchenko (the procedure for importing humanitarian aid into the territory of Ukraine
under martial law), E. Derkach (Legal issues of transporting humanitarian aid cargo under martial law), T.
Dugar (humanitarian aid: accounting and taxation under martial law).

The doctrine of humanitarian aid law. Presentation of the main material. According to the provisions
of the Law of Ukraine “On Humanitarian Aid”, humanitarian aid is free targeted aid in monetary or
in-kind form (non-refundable financial aid, works, services, voluntary donations of goods, products,
etc.) provided by domestic or foreign donors in connection with due to the emergence of an emergency
situation (armed conflict, natural disaster, man-made disaster, etc.) (Law of Ukraine Ne 1192-X1V, 1999).

Empirical results. With the beginning of the Russian-Ukrainian war in 2014, more than 50 countries
of the world began providing humanitarian and financial aid to Ukraine (including more than 30 foreign
companies and a number of international organizations), but with the beginning of the full-scale invasion
of the aggressor on February 24, 2022, the volume of donations increased significantly. According to the
German agency “Statista”, Estonia, Latvia and Poland provide the largest amount of aid to Ukraine, the
ratio of allocated resources and gross domestic product of these countries illustrated in figure 1. (Statista
Research Department, 2023).
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Fig. 1. Countries participating in aid to Ukraine

The Kiel Institute of World Economy took into account only official financial, humanitarian and
military aid from January 24, 2022 to February 24, 2023. But when compiling the rating, the costs of
accommodating Ukrainian refugees were not taken into account. Countries which supplied the most
significant amount of humanitarian aid provided to Ukraine in the period from from January 24, 2022 to
February 24, 2023 listed at table 1.
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Table 1
Countries which supplied the most significant amount of humanitarian aid provided to Ukraine
(Wikipedia, 2023)
Funds transferred for humanitarian aid: 10 million Australian dollars to a number of non-
governmental organizations; 10 million Australian dollars to the World Food Program; 8 million
Australian dollars — the United Nations Population Fund; 2 million Australian dollars to the

Alliance for Emergency Action in Ukraine; 70,000 tons of coal for Ukrainian power plants
Humanitarian aid in the amount of 220 million pounds; rations, medical equipment and non-lethal

United Kingdom |military aid; more than 500 pcs. mobile generators; £2m funded for essential food for regions

surrounded by Russian troops i _ i i
100 tons of humanitarian aid, including 17 tons of medicines and medical equipment, water

Israel purification systems and emergency water supply kits, thousands of tents, blankets, sleeping bags;

4 armored ambulances along with an additional 230 tons of humanitarian aid collected by citizens
Mobile field hospital worth 5.3 million euros to medical personnel; 10,000 tons of food and hygiene

products; 50 medical vehicles
Norway Humanitarian aid in the amount of 2 billion crowns i _ -
South Korea 20 tons of humanitarian aid, which includes automatic defibrillators, ventilators and first-aid kits,

which were sent by request from Ukraine; containers with medical equipment worth $30 million
Humanitarian aid in the amount of 1 billion US dollars; 25 Mitsubishi L200 pick up trucks,

United States 35 Renault Duster SUVs, 16 4x4 personal carriers, 13 cargo trucks
France 65 tons of tents, medicines, foodstufTs, etc.; 8 tons of medical equipment _ ]
About 35 tons of emergency aid, 1nclud1ng medical equipment and tents; 100 million Swiss francs

were allocated; about 3,500 tons of aid, including medical equipment -
30 tons of humanitarian aid including firefighting gear, satellites phones and communication

Japan equipment; $400 million grant to support reconstruction of critical infrastructure in Ukraine; $5.5
billion of humanitarian aid; 60 generators and over 83,000 solar-powered

Australia

Germany

Switzerland

In connection with such amounts of income, the Cabinet of Ministers of Ukraine approved a number of
normative legal acts, according to the provisions of which the passage of aid through the customs border
and the procedure for its customs clearance were simplified as much as possible.

In accordance to the list of categories of goods that are humanitarian aid was approved, in particular:
food products, drugs, medicines, textiles, hygiene and basic necessities, etc., i.e. intended not for sale, but
for the provision of civil protection of the population and its primary needs; fuel and lubricants, military
equipment, vehicles, weapons, equipment, etc., that is, goods necessary to ensure defense and security,
the import of which is possible only with a written decision of the relevant military-civilian or military
administration (Resolution of the Cabinet of Ministers of Ukraine Ne 224, 2022).

The implementation of the provisions of the said Resolution made it possible to significantly reduce personnel
and time costs. However, goods that are not on the list should be recognized as humanitarian aid on a general basis:
during the period of martial law, such a procedure is carried out on a declarative basis (without making relevant
decisions of specially authorized state bodies and passing procedures for recognizing aid as humanitarian).

Customs clearance of such humanitarian aid takes place at the place of crossing the code of Ukraine by
submitting a specially developed form of the Declaration on the list of goods recognized as humanitarian
aid, which must contain the following information: information about the person making the declaration;
information about the sender; information about the recipient; details of the vehicle in which transportation
is carried out; actual place of unloading and checkpoint at the customs border; a list of goods with an
indication of their quantity and volume; signature of the person moving the goods (stamp is not required).
Such a declaration is made for each individual truck transporting humanitarian aid and is submitted in
paper or electronic form. The declaration is made by the person who transports the goods (for example,
a driver or an authorized person), and no additional permits or statements from the receiving party are
required, which immediately reduces the financial costs that could have been incurred for searching for a
customs broker (Resolution of the Cabinet of Ministers of Ukraine Ne 147, 2022).

Simplification of the procedure for customs clearance of humanitarian aid, among other things, provides
for the cancellation of all measures of non-tariff regulation of foreign economic activity, including:
phytosanitary and veterinary-sanitary controls; quota; licensing etc. Despite this, the state export control
was not canceled — it underwent certain changes, in this regard it does not apply to special personal
protective equipment, weapons, ammunition, means and equipment used for intelligence.

Medicines and medical products make up a significant part of humanitarian aid, so the simplification of
customs clearance affected them as well. Currently there is no need to obtain a certificate from the Ministry
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of Health or an authorized person to make relevant purchases. In addition, the list of medicines purchased
for the implementation of programs in the field of health care has been supplemented (Resolution of the
Cabinet of Ministers of Ukraine Ne 1153, 2022).

However, it should be remembered that the purchase and use on the territory of Ukraine of medicinal
products originating from the Republic of Belarus and of the Russian Federation is prohibited (Orders of
the Ministry of Health Ne 503 and 394). Regarding prohibitions, in addition to the above, it is worth noting
that it is prohibited to import into the customs territory of Ukraine:

—  in the customs regime of import of goods from the Russian Federation (Resolution of the Cabinet
of Ministers of Ukraine Ne 426, 2022);

—  goods originating from the Russian Federation (Resolution of the Cabinet of Ministers of Ukraine
Ne 1147, 2015);

—  psychotropic, narcotic, poisonous, radioactive, explosive substances;

— printed materials, clichés, negatives, removed films, photographic images, filmstrips, video
recordings, copies of magnetic information for computers, manuscripts, records and other sound
recordings, drawings and other printed visual materials containing the propaganda of the ideas of war,
racism, racial discrimination and genocide, and also aimed at undermining the territorial integrity of
Ukraine, its political independence, state sovereignty; products of a pornographic nature;

—  goods imported in violation of intellectual property rights.

In addition, the issuance of import permits for publishing products from Russia has been suspended,
previously issued permits have been canceled, which is a complete ban on the import of books, magazines,
textbooks, newspapers, etc. of the aggressor.

A separate procedure for passing through the customs border such dual purpose goods as plates
for body armor has been established; portable non-civilian radio stations; unmanned aerial vehicles
(quadrocopters) of non-civilian purpose; binoculars, monoculars and other optical tubes, magnifiers for
non-civilian purposes; collimator sights, non-civilian optical sights; thermal imagers, night vision devices
(Resolution of the Cabinet of Ministers of Ukraine Ne 174, 2022).

Before the end of the martial law, in order to recognize the specified goods as humanitarian aid and
their passage into the territory of Ukraine, it is necessary to submit a guarantee letter of the final recipient
in the prescribed form to the customs clearance authorities.

The final recipients of such assistance may be: law enforcement agencies; military administration
bodies; other military formations, created in accordance with current legislation; entities engaged in the
fight against terrorism, etc. Unlike the Declaration on the list of goods recognized as humanitarian aid, the
guarantee letter must be certified by the seal of the body that will be the end user, as it ensures control of
the actual receipt of goods, keeps records of them and monitors compliance with the guarantee obligations
provided by it.

Import of other humanitarian aid goods, which belong to: dual-use goods — is carried out in accordance
with the Procedure for State Control of International Transfers of Dual-Use Goods (Resolution of the
Cabinet of Ministers of Ukraine Ne 86, 2004); goods for military purposes — in accordance with the
Procedure for State Control of International Transfers of Goods for Military Purposes (Resolution of the
Cabinet of Ministers of Ukraine Ne 1807, 2003).

From March 10, 2022, the preparation and issuance of permits for the import of military goods into
Ukraine has been accelerated, in particular, the simplification of the registration procedure for business
entities that can import such goods has been regulated, and the scope of their activities has been expanded
(Resolution Ne 247). The resolution applies exclusively to economic entities of Ukraine that carry out or
intend to carry out the import of goods of military purpose for the needs of law enforcement agencies, the
Armed Forces of Ukraine, other military formations formed in accordance with the laws of Ukraine, as
well as other entities that carry out the fight against terrorism in accordance with the law.

In addition, it is envisaged to use an end-user certificate of the approved form as a confirming document,
which must indicate the place of final installation of the goods, the purpose of their use, and prescribe
guarantees that the imported goods will not be used for another purpose and will not be transferred to
another consumer on the territory of Ukraine or re-exported without the permission of the State Export
Control Service of Ukraine (Resolution Ne 247).

Conclusions. It can be confidently asserted that active communication between state bodies and
volunteer organizations and, as a result, the introduction of numerous changes in legislation significantly
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simplified the procedure for importing humanitarian aid into the territory of Ukraine. The procedure for
customs clearance of humanitarian cargo has been simplified, and it has been determined, in particular,
that goods are recognized as humanitarian aid based on the declarative principle without the adoption
of a corresponding decision by specially authorized state bodies on humanitarian aid issues. However,
this does not mean that it is enough to purchase goods abroad, fill out a declaration at the checkpoint,
indicating that the goods are humanitarian aid, and bring them into the country. At the same time, persons
who intend to import humanitarian aid goods into the state in the future should be careful in view of the
constant improvement of the legislative regulation of this issue and the established features, restrictions
and/or prohibitions regarding the import of certain categories of goods. It is important to follow all
the procedures for the registration of humanitarian cargo from the beginning to the very end, because
the requirements of the Law of Ukraine “On Humanitarian Aid” have been changed only in part of the
procedure for recognizing the cargo as humanitarian aid. Compliance with other rules is mandatory. In
particular, it is necessary to correctly define the content of the contracts, adhere to the donation criteria,
determine the recipient of this humanitarian aid, correctly make a declaration during the customs clearance
of the goods and hand over the humanitarian cargo to the recipient, who must have the appropriate status.
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NPUSHAYEHHS.

Metoro cmammi € Odocniodcenns mpanchopmayiic NOPAOKY MUMHO20 OQDOPMIEHHS 2YMAHIMAPHOI 00NOMOo2U
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ma BUKOPUCHAHHSL 2YMAHIMAPHOI 00noMozu 8 Ykpairi, 00HI€I0 3 KIOU08UX 0COONUBOCHEL IMROPIMY 2YMAHIMAPHUX
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Purpose. The aim of this research is to outline the potential of customs post-clearance control procedures for
verification of the customs value as well as to determine the optimal legislative contours of their model on the
example of the customs legislation of Ukraine. Methods. The methodological basis of the study comprises of
comparative review methods as well as systematic review methods and standard techniques of text analysis
with their due adjustment to legislative material. Results. The author covered a wide spectrum of scientific
and expert studies on the introduction of post-clearance customs procedures for customs valuation control,
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the requirements of the customs valuation rules, the release of goods for free circulation may be allowed at
the customs value declared by the declarant, if they voluntarily give consent for the declared customs value to
be verified as part of customs post-clearance control measures, which could include customs post-clearance
control procedure and, if necessary, customs post-clearance audit aimed at examining information and
documents confirming authenticity of declaration of customs value, as well as completeness of the calculation
and payment of customs charges, determined on the basis of the customs value declared by the declarant.
Nevertheless, it should be prescribed that provided that authorized customs authority carries out a full range
of measures to verify the correctness of the determination of the customs value in line with the standard
procedure before their release for free circulation, customs post-clearance audit should be allowed only as
an exception under exceptional circumstances cogently substantiated by customs authorities and relating to
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Introduction. Confirmation by the customs authorities of the
authenticity and accuracy of the declared information on the customs
value and its adjustment to bring it in line with the requirements
of the customs legislation is inevitably necessary for the correct
calculation of customs charges and ensuring a fair competitive
environment on the commodity markets. However, the focus of the
customs administration system on a balanced ratio of fiscal priorities
and the goal of the greatest promotion of international trade in the
activities of customs authorities challenges the customs legislation
to provide international traders with such simple and flexible rules
of customs clearance and customs control as to maintain the trade
and investment attractiveness of the country at the highest possible
level, while at the same time taking proper care of meeting the fiscal
and security interests of its society. Considering this, it is relevant
for the world scientific community to study the rules for customs
valuation control from the point of view of finding ways to align
them with the most progressive theoretical concepts and the best
foreign experience, which are aimed at taking into account as much
as possible in the procedures for checking information on the customs
value of goods, the variety of features of international transaction
that affect the ability of declarants to declare the customs value of
imported goods with maximum accuracy, while simultaneously
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identifying fraudulent conduct on their part. One of the means that can ensure the achievement of this
goal is a customs post-clearance audit as a tool of customs control used after the release of goods for
free circulation. In light of this, the aim of this research is to outline the potential of customs post-release
control procedures for verification of the customs value as well as to determine the optimal legislative
contours of their model on the example of the customs legislation of Ukraine. The methodological basis
of the study comprises of comparative review methods as well as systematic review methods and standard
techniques of text analysis with their due adjustment to legislative material.

Post-clearance customs control procedures: theory and implementation in the legislation of
Ukraine. Beginning the study, first of all, it should be born in mind that customs post-clearance control
(post-audit) is widely recognized by the world scientific and expert community as a toolkit that could
considerably simplify, speed up and increase the effectiveness of customs valuation control.

According to the World Customs Organization post-clearance audit process is a structured examination,
after Customs has released the cargo, of the relevant commercial data, sales contracts, financial and non-
financial records, physical stock and other assets of traders. Post-clearance audit has proved to be an
essential tool ensuring that Customs controls are effective in many aspects, including compliance with the
World Trade Organization Customs Valuation Agreement (World Customs Organization, n.d.). Having
acquainted herself with this and other international documents on customs post-clearance audit issues,
Maslova (2021) stated that according to the international customs standards and recommendations, post-
clearance customs control has a significant potential to reduce the administrative burden on international
traders during customs clearance and customs control, as well as to strengthen control over compliance
with the provisions of the law relating to the safety of society and the customs interests of the state, since
in customs control zones, customs formalities must be performed as quickly as possible and using a
limited amount of data, while after the release of goods for free circulation customs authorities have much
more time and other resources for control measures at their disposal (p. 366).

Moreover, as Shcherbatiuk (2020) points out, the prospects for improving customs control in almost
all EU regulations are related to the development and improvement of customs audit, which is carried
out in accordance with the requirements of general regulations that determine the standards for its
conduct. However, each EU member country has its own legislative acts that, within the framework of
EU regulations, regulate and reflect the national peculiarities of customs control and audit. In accordance
with the above, the scientist offers the following directions for improving customs control in Ukraine:
legitimize customs audit as a type of customs control in the Customs Code of Ukraine; provide customs
audit units with reliable and operational information through close cooperation of customs audit units with
risk analysis and assessment units and create customs intelligence units in the structure of the customs
service (Shcherbatiuk, 2020, p. 390). Similarly, Fedotov (2016) emphasized that the customs post-
clearance audit system occupies one of the leading places in the application of the system of risk analysis
and management — the basic philosophy of the modern customs administration (p. 20).

Having studied the Ukrainian legislative basis of the posts-clearance customs control, it could be noted
that its main forms are customs post-control and customs post-audit.

Referring to the rules and regulations making provisions for post-customs control, it should be born
in mind that as stipulated by Art. 337-1 of the Customs Code of Ukraine (2012) for the purpose of post-
customs control, the customs authorities shall have the right to check the accuracy and completeness of
the information that is stated in the customs declaration, entry summary declaration and the availability,
accuracy and correctness of the documents based on which the release of goods was performed. For that
purpose, customs authority shall send to the declarant an electronic notification containing the list of
documents to be provided for conducting post-customs control. The outcomes of post-customs control of
an entity shall be taken into account by the risk management system applied by the customs authorities
and during planning and performance of customs audits (Customs Code of Ukraine, 2012).

Customs audit according to Art. 345 § 1 of the Customs Code of Ukraine include actions taken by
the customs authorities to verify that the customs declarations and declarations of customs value are
correctly filled out, the declared data is reliable, importation (transfer) of goods into the customs territory
of Ukraine or the territory of free customs zone is legitimate, exportation (transfer) of goods from the
customs territory of Ukraine or the territory of free customs zone is legitimate, and customs charges as
well as penalties, the control over the collection of which is entrusted to customs authorities, are assessed
and paid on time, in full and in an accurate manner (Customs Code of Ukraine, 2012). As stated by
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Art. 345 § 3 of the Customs Code of Ukraine the customs authorities shall be entitled to carry out customs
control through (scheduled or unscheduled) on-site and off-site customs audits to verify compliance with
the customs legislation of Ukraine, in particular:

(1) correct determination of tax base, timeliness, accuracy, completeness of assessment and payment
of customs charges;

(2) relevance and legality of granting (obtaining) tax privileges and exemptions;

(3) correct classification of goods subject to customs clearance according to the Ukrainian Classification
of Goods for Foreign Economic Activity;

(4) correspondence of actual use of the goods moved across the customs border of Ukraine with the declared
purpose of such movement and/or congruence of financial and accounting records, statements, agreements
(contracts), calculations and other documents of an auditee with the information indicated in the customs
declaration, declaration of customs value used for customs clearance under relevant customs procedure;

(5) lawfulness of movement of goods across the customs border of Ukraine, including the importation/
exportation of goods into/from the territory of the free customs zone (Customs Code of Ukraine, 2012).

The audit findings in accordance with Art. 345 § 6 of the Customs Code of Ukraine, shall be documented
in the report (statement) and serve as the basis for the customs authority to assess the amount of tax
liability of the auditee for payment of customs charges and to take actions provided for by the laws of
Ukraine (Customs Code of Ukraine, 2012). However, in Art. 345 § 8 of the Customs Code of Ukraine it is
prescribed that if in the aftermath of an audit customs decisions on tariff classification or on adjustment of
the declared customs value are cancelled or amended, the actions taken by the auditee to adhere to those
decisions shall not invoke the imposition of penalties, except for the cases where such decisions were
taken based on incorrect documents, inaccurate information submitted by the auditee and/or due to their
failure to supply all the information available and required for those decisions that significantly affected
the essence of those decisions (Customs Code of Ukraine, 2012).

Having comprehended the above provisions from the point of view of whether the model established
by them reflects the concept of speeding up and simplifying customs clearance and customs control,
which dominates in scientific and professional literature owing to the transfer of a part of these measures,
including those related to customs valuation control, to the post-clearance time, it is to be admitted that
that in Ukraine customs post-clearance audit currently does not fulfill this function.

As noted by the Business Ombudsman Council of Ukraine (2018), increasing the control pressure on
enterprises after the release of goods for free circulation, the government should accordingly simplify the
implementation of customs rules and processes at the previous stages of customs control. It is about the
fact that in Ukraine at the moment there is no clear connection between the simplification of the release
of goods and the customs audit — according to the current customs legislation, the customs audit does
not fulfill its purpose of being a tool for speeding up and simplifying customs clearance by reducing
the process of interaction with customs authorities at customs posts. Taking this into account, experts of
the Business Ombudsman Council emphasized that for the successful implementation of post-clearance
audit procedure, the possibility of releasing goods for free circulation should not depend on whether the
final determination of the amount of duties, taxes, fees and payments took place (Ukrainian Business
Ombudsman Council, 2018, p. 50). Experts of the American Chamber of Commerce in Ukraine express
the similar thoughts in their publication, dedicated to the guiding principles for customs affairs in Ukraine.
In this regard, they claim that bringing in post-clearance customs control is inefficient without the
simultaneous introduction of other instruments closely related to post-clearance audit — for example, risk
management, simplification and automation of customs procedures, interaction between units that carry
out customs clearance and auditors in order to reduce the scope of control during the release of goods
(American Chamber of Commerce in Ukraine, 2020, p. 32).

Conversely, improper rules and regulations setting down the grounds and procedure of customs post-
clearance control due to backward understanding of the purpose of this tool, as well as due to its incorrect
practical application from the point of view of a balanced ratio of fiscal priorities and the goal of the
greatest promotion of international trade, completely nullifies the potential of this procedure to simplify
the application and increase the effectiveness of customs valuation control and the fulfillment of other
customs formalities.

In particular, in context of the shortcomings of regulation and the practical application of customs post-
clearance audit procedures, due weight should be given to the outcomes of the annual survey of Ukrainian
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exporters and importers by the Institute of Economic Research and Political Consultations in 2021 on

the topic of simplifying trade procedures in Ukraine (customs procedures, appeals and digital products),

according to which it was found that the post-clearance audit procedure at that moment was exceedingly

complex and notorious for considerable duration, as well as exporters’ dissatisfaction with it is related to:
unjustified increase in the customs value of goods at the audit stage;

— changing the product code in disregard of an already submitted customs declaration;

— a different approach to the same legislative requirements on the part of customs officers and auditors
(Institute of Economic Research and Political Consultations, 2021, p. 14).

Explaining these phenomena, Novik (2018) pertinently emphasized that the adoption of post-clearance
customs control as the basis of the customs control toolkit without its proper legal regulation can lead,
along with an increase in number of overcharged customs duties and fines, to an increase in the tax burden
of enterprises as well as to a significant decrease in the rate of their collection, with the classification of
its part as hopeless (p. 168).

Equally relevant in this context are the considerations of Savarets (2017) that post-clearance audit
as a form of customs control should be inextricably linked with the procedure and moment of release
of goods for free circulation based on the results of the risk management system. Accordingly, post-
clearance audit can be conducted on sole condition that additional types of control were not applied
during customs clearance. If the customs authority applied additional types of control during customs
control and clearance and afterwards did released goods for free circulation, then in order to carry out
further verification of such a transaction and question its lawfulness, the customs authority must provide
substantiated facts (Savarets, 2017).

Nevertheless, the cautious remarks about the limited possibilities and risks of the customs post-
clearance audit should be taken into consideration. In particular, it is firmly believed that one of the
most common arguments used by critics of the introduction of post-release customs controls is the risk
of impossibility to collect due customs charges in the event that the legal entity ceases to exist after the
customs clearance. Ensuring the inevitability of punishment for fraud and/or the possibility of collecting
the appropriate duties from importers (when charges have been accrued as a result of inspections) in the
event of the actual termination of the activities of such legal entities is unlikely to be fully within the scope
of the ongoing reform of the customs service (Ukrainian Business Ombudsman Council, 2018, p. 50).

Foreign practices of post-release customs valuation control. An additional argument in favor of
the enrichment of customs law with provisions ensuring simplification and enhancing control over the
correctness of the determination of the customs value of goods through transferring of part of the control
measures to the time after the release of goods for free circulation, is that such practices are already
provided for by the customs legislation of the European Union and certain individual countries

In this context the special simplified procedure established by the Kazakh customs legislation for
the release of imported goods prior to the final determination by customs authorities of their customs
value attracts particular attention. In line with Art. 65 § 16 of the Code of the Republic of Kazakhstan on
customs regulation in the Republic of Kazakhstan (2017), in the event that during the customs declaration
of goods their exact customs value cannot be determined due to the fact that on the date of registration
by the customs body of the declaration for goods in accordance with the terms of the transaction under
which the goods are sold for export to the customs territory, there are no documents containing the exact
information necessary for its calculation, it is allowed to postpone the determination of the exact customs
value the goods. In this case, the declaration and determination of the customs value of goods on the basis
of documents and information held by the declarant (the preliminary customs value), as well as payment
of customs charges calculated with reliance on the declared preliminary customs value shall be allowed
(Code of the Republic of Kazakhstan on customs regulation in the Republic of Kazakhstan, 2017).

In addition, it should be noted that the afore-mentioned special simplified procedure has obvious points
of contact with the simplified declaration procedure under the customs legislation of the European Union.
According to Art. 166 of the European Union Customs Code (2013) the customs authorities may accept
that a person has goods placed under a customs procedure on the basis of a simplified declaration which
may omit certain of the particulars relating to transaction and imported goods, including those information
and documents confirming their customs value. The regular use of a simplified declaration shall be subject
to an authorisation from the customs authorities. As determined by Art. 167 § 1 of the European Union
Customs Code, in the case of a simplified declaration the declarant shall lodge a supplementary declaration
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containing the particulars necessary for the customs procedure concerned at the competent customs office
within a specific time-limit (European Union Customs Code, 2013). Describing the application of these
statutory provisions in the context of customs value declaration, European Commission’s Directorate-
General for Taxation and Customs Union indicates that, traditionally, importers that could not determine a
value element at the time of importation would resort to a simplified declaration, which may omit certain
particulars normally required. The regular use of such simplification is subject to a prior authorization,
and a guarantee is generally required pending the submission of a supplementary declaration providing
the missing particulars. Where Customs value is concerned, the EU simplified declaration reflects the
spirit of Article 13 of the WTO Valuation Agreement. When particulars for the final determination of the
Customs value of imported goods are not yet available at the time of declaring the goods to Customs, the
goods may be released, subject to a guarantee that covers the amount of customs duties due in connection
to those imported goods (European Commission’s Directorate-General for Taxation and Customs Union,
2020).

Thus, the specific and promising practices of controlling the correctness of the determination of
the customs value and its adjustment, provided for by the legislation of some states, are, in particular:
1) a special simplified procedure for the release of goods imported into the customs territory for free
circulation until the final agreement by the customs authority and the declarant of their value for customs
purposes based on the documents and information available to the declarant (preliminary customs value)
with subsequent adjustment based on the results of customs control, including in the form of documentary
checks of compliance with the requirements of customs legislation (Kazakhstan); 2) the European
procedure for simplified declaration and release of goods for free circulation in disregard of absence of
some of information or documents and on condition that payment of customs charges is ensured with a
guarantee before lodging a supplementary declaration with omitted information and documents, as well as
the need for prior approval by customs authorities for the regular use of this simplification.

Conclusions. Having looked into scientific and expert studies on the introduction of post-clearance
customs procedures for customs valuation control, as well as having reviewed the foreign experience of
setting down legislative framework for the key aspects of these procedures, it could be concluded that
under the conditions defined by the law, in particular, at a low level risk of violating the requirements of
the customs valuation rules, the release of goods for free circulation may be allowed at the customs value
declared by the declarant, if they voluntarily give consent for the declared customs value to be verified as
part of customs post-clearance control measures, which could include customs post-control procedure and,
if necessary, customs post-audit aimed at examining information and documents confirming authenticity
of declaration of customs value, as well as completeness of the calculation and payment of customs
charges, determined on the basis of the customs value declared by the declarant. Nevertheless, it should
be prescribed that provided that authorized customs authority carries out a full range of measures to verify
the correctness of the determination of the customs value in line with the standard procedure before their
release for free circulation, customs post-clearance audit should be allowed only as an exception under
exceptional circumstances cogently substantiated by customs authorities and relating to impossibility of
properly checking the completeness and/or reliability of information on the customs value at the stage of
customs clearance. This solutions are perfectly aligned with the best practices of customs valuation control
provided for by the legislation of customs unions and certain countries are, in particular: 1) a special
simplified procedure for the release of imported goods for free circulation prior to the final determination
of customs value introduced by the law of Kazakhstan (preliminary customs valuation); 2) the European
procedure for simplified declaration and release of goods for free circulation in disregard of absence of
some of information or documents and on condition that payment of customs charges is ensured with a
guarantee.
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Mema. Memoio yb020 docniodicenns € OKpecients Nomenyiary npoyeoyp KOHMpOIo HPAGUTbHOCTI 6USHAYEHHS
MUmHoi apmocmi mosapig nicis ix GURYCKy y 6LIbHULL 0612 Ma UIHAYEHHSL ONMUMATLHUX 3AKOHO0ABUUX KOHMYDIG
ix MoOeni Ha nPUKIAdl MUMHO20 3akoHodascmea Ykpainu. Memoou. Memodonoziuna 0cHo8a 00CTIONCEH S BKIIOUAE
NOPIGHATLHO-NPABOGUL MENOO, CUCTEMHULL MEMO0 QOCTIONCeHb MA CMAHOAPMHUL HAOID QOPMATLHO-00MATNUUHUX
MexHIK 8UGUeHHsl npagosux ovicepen. Pespnomamu. JJocniosicene wupoxe Koo HAyKOBUX ma eKCnepmuux nyorikayii
3 NUMAHbL 3aNPOBAOICEHHS. NPOYEOVD KOHMPOLIO NPABUTLHOCHIE GUSHAUEHHS. MUNHOT 8apmMocmi moeapie nicas ix
BUNYCKY Y BLIbHULL 0012, & MAKOAC 0TAHYMULL 3APYOIdCHUL D0CBI0 NPABOBO20 Pe2YTIOBAHHS YUX KIIOYOBUX ACHEKMIB
yux npoyedyp. Bucnosxu. O6rpynmosanuii 6UCHO80K NPo me, WO 30 BUSHAUEHUX 3AKOHOOABCTNEOM YMO8, 30KpeMd
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30 HU3bKO20 Pi6HA PUSUKY OONYUEHHSL NOPYIUEHD BUMO2 3aKOHOO0ABCTNEA PO MUNHY 6APMICHTb, MOJICe OONYCKAMUCYH
BUNYCK MOBAPIS Y GLNbHULL 002 HA MUMHIL MePUMopIi 3a 30a61eHOK OeKIAPAHMOM MUMHOK 8apmicmio, KW
BOHO 00OPOBITLHO NO200UMBCS HA NEPeBiPKY NPABUILHOCI 11 UIHAUEHHS Y PAMKAX 30X00I8 MUNHO20 KOHMPOIIO
nic/s GUNYCKY MOBAPI8 Y GLNbHULL 0012, AKUMU € MURHUL ROCT-KOHMPOTb M, Y Pa3i HeOOXIOHOCH, QOKYMEHMATbHA
nepesipka OOMPUMAHHSL GUMO2 MUMHO20 3AKOHOOAECMBA (MUMHULL NOCM-AYOUm) Yy YACMUHI OOCMOGIPHOC
oexaapayii MUMHOI 6apmocmi, a MaKox*c NOSHOMU HAPAXYEAHHA MA CHIAMU MUMHUX NIAMENCI8, BUSHAYEHUX HA
OCHOGI 3A51671EH020 OEKIAPAHIMOM YUCI0B020 3HAUEHHS MUMHOT 6apmocmi. Boonouac, 6ucnognionmscs apeymenmu
HA KOPUCMb MO20, W0 3a YMOBU UKOHAHHS YNOBHOBANCEHUM MUMHUM OP2AHOM NOBHO20 CHEKMpPY 3axX00i6 KOHMPOIO
NPABUTLHOCTNT BUSHAYEHHS MUNHOT 6apMOCMI MOBAPIE 3 36UNALHOI0 NPOYEOYPOI0 00 iX BUNYCKY V GilbHUll 0012,
MUMHULL NOCM-KOHMPOTb Ma QOKYMEHMANbHA NepegipKa OOMPUMAHHS 6UMO2 MUMHO20 3AKOHOO0ABCMBA (MUMHULL
NOCM-ayoum) Manms OONYCKAMUCy Julle K GUHAMOK 30 YMOBU HALEHCHO20 OOIPYHIMYSAHHS MUMHUM OP2AHOM
APUYUH  HEMONCTUBOCHT aDO YCKIAOHEHOCMI NEePegipKu NOSHOmMU ma/ado docmoeipHocmi gidomocmeli npo
MUMHY 8aPMICHIb TOBAPI8 HA emani MUMHo20 Ogopmients. 36epHena yeaea il na me, wo yi nponos*uml Yinkom
Y3200CYIOMbCS 3 NPOSPECUSHUMU NPAKMUKAMU KOHMPONIO RPABUTbHOCMI BUSHAYEHHS MUMHOI eapmocmi ma ii
KOPUYBAHHSI, NepeodaveHuM 3aKOHO0ABCMEOM OesIKUX 3apyOidiCHUX 0epocas ma MUmHUXx 00 €OHAHb, 30Kpema:
1) 3 nepedbauenuem 3axonodascmeom Kazaxcmany cneyianoHum cnpoujenum nopsiokom 6UnycKy moeapis y GinoHuil
00ie 3a NonepeoHimM YUCTOBUM 3HAYEHHAM MUmHOI eapmocmi; 3) 3 €6pOnelicvKol0 Npoyedypoio CHpOUeH020
OeKIAPYBaHHs. M GUNYCKY MO6APIe V GLIbHUL 00ie, 5SKa 00Nyckae 6i0CymHicmy Oeskux i3 eidomocmetl yu
OOKYMEHMI6, y MOoMY YUCTI MUX 3 HUX, W0 M08 3AHI 3 MUMHOIO 8APMICIO, Ma hepedbauac 3a6e3neuenns cniamu
MUNHUX RAAMENCI8 2apaHmicto 00 NOOarHs 000AmKo8oi Oexiapayii.

KurouoBi ciioBa: BU3HaueHHS MUTHOI BapTOCTI TOBapiB, KOPUI'YBaHHS MUTHOI BapTOCTI TOBapiB, MUTHE
oopmIIeHHS Ta MUTHHIA KOHTPOJIb, MUTHUH MOCT-ayANT, CIIPOILIEHE MUTHE JICKJIapyBaHHSI.
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PECULIARITIES OF ITALIAN “DRY PORTS” IN THE CONTEXT OF FOREIGN
ECONOMIC ACTIVITY

Objective. The article is aimed at studying the Italian experience of the peculiarities of functioning of dry
ports in the context of foreign economic activity.

Research methods. 7o achieve this goal, the following methods were used: induction and deduction,

theoretical generalisation, abstraction, dialectical cognition — when studying scientific sources and
researching the specifics of the creation and operation of dry ports, comparative method — for systematisation

of information on legal acts, structural and functional method — for studying foreign experience, and the
method of generalisation — for forming the conclusions of the study).

Results. The article analyses the main legislative acts of Italy that regulate the creation and functioning of
the countrys intermodal infrastructure, namely: Law Ne 240 of 4 August 1990 on the State Regulation of
the Construction of Interports Aimedat the Transport of Goods and in Favour of Intermodality; National
Logistics Plan for 2011-2020, and Draft Law Ne 703 on the Framework Law on Interports.

The study found that in order to consolidate and develop intermodal transport and logistics in the country, the
Union of Interports of Italy (Unione Interporti Riuniti)was created, the main purpose of which is to increase
the role of multimodal facilitiesand develop a stable connection between them and all other entities involved
in logistics activities.

The author analyses the activities of the largest dry ports in Italy in the context of their specifics, location and
transport links, the range of logistics and customs services provided by them, the area and logistics, forms of
ownership, ownership structure, etc.

Scientific novelty. The study of international experience in the creation and operation of intermodal

infrastructure facilities has been further developed.

Practical significance. The main provisions of this study can be used in the process of developing proposals

for improving the procedure for creating dry ports in Ukraine.
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international best practices in the creation of such logistics centres
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It is determined that in some countries, intermodal infrastructure
is characterised by a high level of development and a significant
impact on the national economy, in particular in Italy. Therefore, it
has been chosen as a benchmark for developing proposals for the
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Analysis of recent research and publications. Among the scholars who have studied the peculiarities of
intermodal infrastructure functioning, the following can be distinguished: Artemenko A. V., Zavhorodna Y. V.,
Nelipovych O. V., Melnyk O. V., Miroshnyk O. V., Rudoi T. V., Tymoshchuk O. M., Shcherbyna V. V.

Despite the significant number of studies on this topic, there are still many controversial issues that
require further study, including a study of international experience in the specifics of dry ports and the
possibility of its implementation in Ukraine.

The article is aimed at studying the Italian experience of the peculiarities of functioning of dry ports
in the context of foreign economic activity.

Summary of the main research material. The main legislative act that regulates the creation and
operation of the country’s intermodal infrastructure and defines the legal regime of dry ports is the Italian
Law “On the State Regulation of the Construction of Interports Aimed at the Transport of Goods and in the
Benefit of Intermodality” of 4 August 1990, Ne 240. This law contains provisions on (Legge n. 240, 1990):

—  definition of the term “dry port”. “A dry port is an organic set of integrated structures and services
aimed at the exchange of goods between different modes of transport, and includes rail connections to
seaports and airfields and access to motorways;

— classification of interports (“dry ports” in Italy), which are divided into nationaland local ports and
are defined by the General Transport Plan;

— construction and management of interports. Initially, it was determined that the construction and
management was entrusted to state bodies and joint-stock companiesunited in consortia on the basis of a
concession agreement, which later turned out to becontrary to the European Directive DIR. 75/130/EC and
DIR. 92/106/EC, which favour liberalisation. Therefore, a legislative decree was adopted on 01.04.1995,
which essentially provided for the privatisation of intermodal infrastructure;

—  peculiarities of financing interports;

— rules for intermodal activities.

Another regulatory act that has been used to develop Italy’s intermodal infrastructure for a long time
is the National Logistics Plan for 2011-2020, developed by the General Consultation for Road Transport
and Logistics at the initiative of the Minister of Infrastructure and Transport. This national plan is a tool for
implementingthe 2001 General Transport and Logistics Plan to ensure a unified direction of transport policy,
as well as to coordinate and harmonise the exercise of powers and administrative interventions by the state
and regions. The logistics plan identifies ten areas of intervention, characterised by fifty-one measures to
be implemented in varioustransport and logistics sectors. It affirmed the central role of intermodality and the
needto achieve a high level of free and intermodal integration, and it was also intended to create, through
the intervention of local authorities and careful financial planning, railand road infrastructure capable of
guaranteeing their interconnection with the Trans- European Transport Networks (TEN-T networks) in
order to achieve socio-economic benefits. The most important measures to be taken at the regulatory level
outlined in the Plan are, in addition to the provision of incentive schemes for intermodality, the reform of
the port legal system, the creation of a transport and logistics authority and the reform of the law on freight
villages (“dry ports™) (Il testo della legge quadro sugliinterporti, 2010).

In recent years, the need to reform the procedure for the establishment and operation of interports has
become increasingly acute, as Law Ne 240 of 1990 has become outdated, and therefore legislators have
drafted the Framework Law onlnterports Ne 703, which is currently being considered by the Italian Senate.
Its mainobjective is to create an efficient network of dry ports capable of concentrating logistics operators,
shippers, road transport companies, intermodal terminals and customs services. The main points to be
provided for in the draft law are (Legge A. C. 703, 2023):

1. Specifying the goals of intermodal infrastructure.

Implementation of intermodal planning principles.

Identification conditions and requirements for creating interports.

Functions and responsibilities of the National Committee forIntermodality and Logistics.

The legal regime of import management (management is based on private law).

Financial support for the development of intermodality, interports and inter-port railway
connections.

“Today, dry ports are one of the most important components of the Italian logisticsindustry, which is
why the Union of Italian Interports (Unione Interporti Riuniti — hereinafter referred to as UIR)
was established to consolidate and develop intermodal transport and logistics in the country. UIR is a
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national association that unites almostall Italian interports. Founded in 2003, the Association is the sole
representative of theintermodal transport sector, whose main goal is to enhance the role of multimodal
facilities and develop stable communication between them and all other entities involved in logistics
activities. The Association also carries out information, educationand promotion activities for members,
legislative and governmental institutions, aswell as business structures, acting as a qualified intermediary
to help solve problemsrelated to the development of the national logistics and transport system (UIR,
2023).In order to become a member of the UIR, the dry port authority must apply for membership and
be assessed by a special committee for compliance with certaincriteria. In addition, according to the
law, all dry ports operating in Italy must be registered with the Ministry of Infrastructure.

Today, 24 intermodal facilities are members of the Association: Interporto Bologna S.P.A., Interporto
Centro Ingrosso Pordenone, Interporto Regionale Della Puglia, Interporto Cervignano Del Friuli S.P.A.,
Civitavecchia Fruit & Forest Terminal, Stazioni Doganali Autoportuali di Gorizia, Interporto Toscana
Amerigo Vespucci S.P.A., Interporto Sud Europa, Interporto Campano, Polo Logistico Di Mortara
S.P.A., Interporto Centro Italia Orte S.P.A, Interporto Servizi Doganali E Intermodali Del Brennero
S.P.A., Interporto Padova S.P.A., Interporto Di Parma, Portogruaro Interporto S.P.A., Carbones Italy
SRL, Interporto Della Toscana CentraleS.P.A, Interporto Rivalta Scravia S.P.A., Interporto Vado Io Spa,
Interporto Di Rovigo S.P.A., Societa Interporto Di Torino, Interporto Di Venezia, Quadrante Europa Verona
Interporto, Interporto Di Trieste (Unione Interporti Riuniti, 2023).

According to the official data of the UIR (Interporti, una riforma trainata dal Pnrr,2023), the total area of
warehouses of all dry ports is more than 32 million m?, and 50,000 trains are unloaded/loaded every year,
transporting more than 65 million tonnesof cargo, equivalent to 2 million TEU.

The vast majority of dry ports operating in Italy are established in the form of joint-stock companies
Societa per azioni (S.P.A.) is a form of corporation in Italy, literally translated as “company limited by
shares”. Shareholders’ interests in a joint- stock company are distributed in the form of shares, and the
minimum authorised capital is EUR 120,000. The supreme governing body of a joint-stock company is
the general meeting of its sharcholders. A joint-stock company is the only form of business that allows the
company’s shares to be listed on a stock exchange.

In some cases, a limited liability company (Societa a responsabilita limitata (S.R.L.) is also used.
Unlike a joint-stock company, in this form, the shares of the participants are not in the form of shares,
and the minimum authorised capital is EUR10,000. If an SRL has two or more founders, at the time of
its establishment, at least 25% of the authorised capital must be deposited into a special bank account.
And if there is only one founder, then the entire €10,000 must be deposited at the time of registration. For
example, in 2013, the international Austrian corporation Carbones established an intermodal terminal in
Italy in the form of a limited liability company, which is to handle such cargoes as coal, ferroalloys, iron
and steel products.

For example, let’s look at the ownership and ownership structure of some of Italy’sdry ports (Table 1):

Thus, the table above shows that in the vast majority of cases, Italian dry ports areestablished in the
form of public-private partnerships in which the majority of shares are held by state shareholders (usually
the shareholder with the largest share is a municipality or provincial administration). The charters of most
dry ports state that theshare of state shareholders in the charter capital cannot be less than 20%. Other
shareholders are usually banking institutions, transport companies, chambers of commerce and industry,
associations or unions of industrialists.The import port is managed by the Board of Directors, which is
appointed on thebasis of the dry port’s charter and the current Italian legislation. The Chairman of the
Board of Directors is appointed by the municipality of the province where the logisticsfacility is located.
The Executive Director, who directly manages the port, is appointedby the Board of Directors.

One of the most important issues that arise when opening a dry port is its locationand transport links.
As a rule, such logistics facilities are located close to internationalroads and railways, airports, seaports
and river ports. For example, in Italy, 70% of thetotal cargo traffic handled by dry ports is accounted for
by those located in the northernpart of the country (14 out of 24) (Fig. 1), which is due to the fact that the
largest pan-European corridors pass through this region of Italy: Corridor 1 (Baltic-Adriatic); Corridor 3
(Mediterranean), which partially replaces the former Corridor 5 Lisbon- Kyiv; Corridor 5 (Helsinki-La
Valletta), which partially replaces the former Corridor 1 Berlin-Palermo; Corridor 6 (Genoa-Rotterdam).
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Table 1

Ownership and structure of Italian dry ports

“Dry Port”

Form of ownership

Ownership structure, % of shares

Interporto Centro
Ingrosso Pordenone

S.PA.

Chamber of Commerce of Pordenone-Udine — 78.97% The Municipality of Pordenone
—15.34%.

Interporto — Centro Ingrosso di Pordenone S.p.A. — 4.28%. Confederation of the North
Adriatic — 0.67%

The Union of Italian Enterprises — 0.35% Pordenone Craftsmen’s Union — 0.30%.

Provincial federation of winegrowers — 0.04%.
Provincial Union of Friulian Co-operatives — 0.02%. Provincial Union of Farmers of
Pordenone — 0.01%.

Interporto Bologna

S.PA.

The Municipality of Bologna — 35.1%. Bologna Metro — 17.56%.
Intesa Sanpaolo Banking Group — 17.21%.

Chamber of Commerce and Industry of Bologna — 5.9% Association of Industrialists
of the Provinces of Bologna, Modena, Ferrara — 5.13%.

BPER Banca Banking Group — 2.6%. Unilog Group — 2.47%
Interporto Bologna —2.11%.

Banca Nazionale Del Lavoro s.p.a. — 2.08% Generali Italia — 1.69%.
Mercitalia Rail 1.49%.

A.B.S.E.A. - 1.49% Banco BPM — 1.43%.

Artigianato Group of companies — 1.43% Dexia Crediop — 1.13%.
L’operosa — 1.1%.

Societa Interporto
di Torino

S.P.A.

Finpiemonte (owned by the Piedmont region) — 52.74% Socotras (an association of
private companies) — 43.26
Mercitalia Logistics — 4%.

Interporto Rivalta
Scravia

S.PA.

Argo Financial SPA — 1.65%.

Port Authority of Savona — 0.06%. Autostrada Dei Fiori SPA — 48.16%. Municipality
of Alessandria — 0.19%. Confindustria Alessandria — 0.13%. Finpiedmont — 4.72%.
Rivalta Scrivia Interport — 49.81%

Stazioni Doganali
Autoportuali di
Gorizia

S.PA.

Municipality of Gorizia — 100%

Source: based on (Stazioni Doganali Autoportuali di Gorizia, 2023, Interporto Rivalta Scravia, 2023,
Societa Interporto di Torino, 2023, Interporto Bologna, 2023, Interporto Centro Ingrosso Pordenone, 2023)

1. In addition to these transport corridors, it is also worth noting the Adriaticand Tyrrhenian trade
routes that pass through the area (Rapporto UIR, 2013).

Corridor 1 (Baltic-Adriatic)
Corridor 3 (Mediterranean)
Corridor 5 (Helsinki - La
Valletta)

Fig. 1. Location of Italian ports

Source: based on (Interporti finanziati con sovvenzioni publici, 2013)
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The location of a dry season port largely determines its transport links. Let’sconsider the transport
connection of Italian interports (Table 2).

Transport links between Italian interports

Table 2

“Dry Port” Railway connection Air services Road connections Sea connection
Intervorto The railway connection is
CerIIl)tro provided by the operator Marco Polo Seanorts of Venice
Rete Ferroviaria Italiana by Internation al Motorway A28 Trunk road SS13 P .
Ingrosso . . . . . . and Trieste
railway lines Venice — Udine — | Airport (Venice)
Pordenone . .
Tarvisio — Trieste
At the crossroads of 5 transport
. routes of national and
Guglielmo international importance and
Interporto | Railway connection is provided Marconi . P . The seaports of Trieste,
T . between Corridor 3 (Mediterranean) . .
Bologna by the Terminali Italia operator Internation al . La Spezia and Livorno.
Airport (Bol ) and Trans-European Corridor 5
irpo ologna . .
P g (Helsinki-La Valletta) and Corridor
1 (Baltic-Adriatic).
Railway lines:
Interporto — Venice — Trieste; Ronchi dei .
. . . o Seaports of Trieste,
Cervignano | — Cervignano — Palmanova — | Legionari Airport Motorway A4
L . . Nogaro and Monfalcone
Del Friuli Udine; (Trieste)
— Udine — Tarvisio
Ronchi dei Italian motorway A34, which branches
Interporto Di International railway line Leoi  Airbort off the A4 motorway (part of the Seaports of Trieste,
. . . egionari Airpo
Gorizia Gorizia-Nova Gorica & (Trieste)rp European route E70). Nogaro and Monfalcone
Slovenian motorway H4
It is the only intermodal
Intervorto platform in Italy that has a Capodoccin o Motorways: A16 Naples-Bari, Seaports of Naples,
Canrlpano private railway station operated | Internation al A30 Caserta-Salerno, A1 Naples- Gioia Tauro, Taranto,
p by RFI (Rete Ferroviaria Airport (Naples) | Milan, A3 Salerno-Reggio Calabria Salerno and Bari
Italiana).

Source: based on (Stazioni Doganali Autoportuali di Gorizia, 2023, Interporto Bologna, 2023, Interporto
Centro Ingrosso Pordenone, 2023, Interporto Campano, 2023; Interporto CervignanoDel Friuli, 2023)

Thus, based on the information provided in the table, it is possible to identify a number of features of
the transport connection of dry ports in Italy, namely
— the vast majority of intermodal terminals use the services of the national railway operator Rete
Ferroviaria Italiana. Nevertheless, other regional operators, such as Ferrovie Emilia Romagna and Ferrovie
del Sud Est, also provide transport services;
— Almost all dry ports are located near major cities, which gives them access to anetwork of
international airports;
— Italy’s imports do not have connections to inland waterways (unlike in northernEurope, where this
mode of transport is widely used in the intermodal industry);
— Usually, a dry port is created as a satellite for a particular seaport, but Italian ports provide their
services to several simultaneously.
Thus, Italy’s dry ports allow for the integration of land, rail, water and air transport, creating synergies
between the 4 modes of transport, which allows for dynamic and efficient management of logistics flows.
Another important characteristic of interports is their area and logistics. Their capacity and efficiency
depend on these characteristics. For example, let’s look at these characteristics of several dry ports (Table 3).
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Table 3

Area and material and technical support of Italian interports

“Dry Port”

Area.

Logistical support

Total area 840,000 m2 including:
— Railway terminal — 160,000 m2 ;
— Office space — 200 m2 ;

The railway terminal has 7 tracks, 3 of which are

— Administrative buildings — 2500 m2.

Interporto — Railway equipment workshop — 1000 m2 ; electrified for 800 metres and 4 for 750 and 700
Centro Ingrosso | — Conveyor and shipping warehouses — 107,000 m2; metres. The platform is designed to receive Ro-La
Pordenone |- Logistics centre — 30,000 m2 ; trains (freight transport by train) and is prepared for the
— Intermodal platform — 100,000 m2; installation of portal cranes.
— Industrial zone — 25,000 m2 ;
— Space for warehouses and storage areas: 50,000 m2.
— 3 railway branches of 2 tracks of 750 m each;
—road scales and two overhead cranes with a lifting
It covers an area of 460,000 m2, which includes: capaf:lty of 12.5 and 30 tonpes; .
. ; — 4 riverboats (3 of them with piggybacks);
Interporto — Intermodal terminal — 160,000 m2 ; ; "
. ; — 2 port tractors and loaders of various capacities;
Cervignano Del | — Covered warchouses 24,000 m2 ; The warehouses are connected to the railway and are
Friuli — Open warehouses and car parks — 50,000 m2; Y

equipped with hydraulic shutters, an external platform
at the level

of the shutters, a sprinkler system, service offices and
technical facilities.

Interporto Di

Total area 600,000 m2 including:
— 43,000 m2 — covered warehouses;
—260,000 m2 of open warchouse space;

— The warehouse is equipped with an air purification
system and an overhead crane with a lifting capacity of
25 tonnes;

— 5 caterpillar tractors with lengths of 500 m, 385 m,
350 m, 340 m;

— The Ro-La system, consisting of concrete platforms
and loading ramps located along the main railway axis;
— 11 cooling chambers (from 190

—300,000 m2 — intermodal and railway terminal.

Gorizia — 20,000 m2 — intermodal terminal; m2 to 650 m2 ) with a total area of 4,400 m2 and a
— 33,000 m2 — cooling rooms. total volume of 28,700 m2 ;
— A modern racking system that can store up to 3,800
pallets;
— A warehouse management system for tracking
batches of goods and containers and separate inventory
management
Total area 2 800 000 m2 including:
— 120,000 m2 — covered warehouses, of which:
— 7,500 m2 — premises with refrigerated chambers for
chilled products (from 0° to 14°C); . L . .
—2,000 m2 — warehouses for frozen products (down to The rallv.vay terminal is equipped with 4 tracks and
-30°C); 1 transtainer crane. . .
— 3,000 m2 — warehouses for fruit ripening and 360 comp artment§ for heavy Vehlde? 2 high-speed
Interporto rocessin corridors connecting to the port terminals of the
Toscana Amerigo p & seaport of
. — 830,000 m2 — open warehouse space; .
Vespucci . . Livorno.
— 126,000 m2 — railway terminal; . . I -
.. . A special feature is the availability of storage facilities
— 142,000 m2 — the area for the provision of various . e .
. with the ability to maintain temperatures down to
services; 30°C
— 285,000 m2 — green areas; ’
— 1,000 m2 — premises for customs control;
— 736,000 m2 — other areas;
— 162,400 m2 — areas of future developments
The intermodal terminal has two entrances with three
Total area 1,100,000 m2 including: tracks each and another entrance with two tracks, each
Interporto — 270,000 m2 — warehouse space, of which: track is 750 m long. For container handling, 19 reach
Padova — 18,000 m2 — cold rooms; stackers are used (10 for handling empty containers

and 9 for handling loaded containers), which load
and unload trucks and trains.

Source: based on (Stazioni Doganali Autoportuali di Gorizia, 2023, Interporto Centro Ingrosso Pordenone,
2023; Interporto Cervignano Del Friuli, 2023; Interporto Toscana Amerigo Vespucci, 2023; Interporto

Padova, 2023)

The infrastructure zones of Italian dry ports cover a total of almost 32,000,000 m?.
They vary considerably in size, from the smallest, which cover an area of 300,000-500,000 m? to the largest,
which cover an area of more than 2,500,000 m? On average, the area of an intermodal facility is 1,100,000 m?.
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In addition to the areas that are already in use, there are also vast areas that can beused for expansion in
the short and medium term. In most cases, these are areas that are already owned by logistics terminals
but not yet equipped with infrastructure (totalarea of more than 10,000,000 m?

In summary, the Italian import system is internally made up of huge real estate assets (covered
warehouses, cold storage and office buildings), open storage space andsignificant land (greenfield and
future development sites).

Another feature of the dry port in Italy is the simultaneous presence on its territoryof areas intended for
logistics, areas used for intermodal transport and a railway terminal.

In terms of logistics, the main characteristic of intermodal terminals is the lengthof the train they can
handle. In most Italian dry ports, the maximum train length they can handle is no more than 750 m (EU
standard), but there are several intermodal terminals that can handle trains of 800 m or more.

Most dry ports are also equipped:

—  to service Ro-La transport (Rolling Road is a rail transport system for trucks. Trucks and semi-
trailers can travel certain parts of their route across Europe by rail, thus combining road and rail transport);

— to handle goods that require special storage conditions. For this purpose, some dry ports that
specialise in handling fruit and vegetables are equipped with cold roomsthat can maintain temperatures
down to -30°C and air purification systems;

— to provide VGM-certified services (Verified Gross Mass is the weight of the cargo, including the
weight of the fasteners, containers and the container carrying the cargo).

In addition to the above equipment, modern intermodal terminals in Italy are equipped with overhead
and gantry cranes, port tractors and loading machines, and riverboats of various capacities.

As noted earlier, dry ports are modern intermodal facilities that provide a wide range of logistics
services, including customs clearance services. Therefore, it is also advisable to study dry ports in the
context of the services they provide (Table 4).

Thus, dry ports in the country provide a wide range of logistics services, such as:

— Loading, unloading, preparation for transport, labelling, packaging.

— Storage and return of empty containers and reverse logistics (logistics i1s themanagement of waste
generated throughout the supply chain).

— Warehousing, stock replenishment, distribution, order picking.

— Installation, repair, maintenance and cleaning of vehicles, etc.

In terms of customs services, in order to ensure their provision, offices of the customs authorities of
the province in which the logistics facility is located are often located on the territory of dry ports. Among
the customs services most often availableto consumers are the following: customs clearance of goods,
assistance in filling out and submitting customs declarations, assistance in preparing and submitting
national and international customs reporting forms (through the Intrastat system), and various forms of
customs control.

In addition, customs warehouses often operate on the territory of dry ports. Customs warehouses
operating on the territory of interports may be (IL SISTEMA DOGANALE, 2014):

— private. They are intended exclusively for storing the warehouseman’s goods.

Types:

— C: the depositor (warchouse owner) is the same as the warehouse holder,without necessarily being
the owner of the goods;

— D: similar to type C. Taxation in accordance with the elements of value at thetime of entry of the
goods;

—  E: similar to type D. Can place goods under the customs regime withoutpresenting them to the
customs authority.

— state-owned. Can be used by any person to store goods. Types:

— A: storage of goods under the responsibility of the warehouse keeper (generalwarehouses);

— B: storage of goods under the responsibility of the owner of the goods;

— F: managed by the customs authority that holds goods awaiting customsclearance.

The entire territory of private and public customs warehouses is a customs controlzone.
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Table 4

Logistics and customs services provided by Italian dry ports

“Dry Port” Logistics services Customs services
— Acceptance and registration of customs declarations for linking
to various applicable regimes (import, export, transit, etc.).
1. Warehouse services. — Preliminary permits for admission to customs
Interporto 2. Repair and maintenance of vehicles. procedures.
Centro Ingrosso | 3. Issuance of permits for the circulation and — Consideration of applications for permits to operators
Pordenone registration of vehicles. for customs clearance procedures and permits to establish
4. Measures to preserve cargo. customs warehouses.
— Inquiries into compliance with the requirements of
authorised economic operators.
1. Warehouse services.
2. Dangerous goods management.
3. Maintenance and repair of vehicles.
4. Agency services (train booking, train release and . .
. N . Y . ( . £ The terminal houses the territorial centre of the Bologna
inspection, train check-in / check-out); S
. . Customs (which includes a customs counter and a
Interporto 5. Processing of railway wagons:
. . . . fenced customs area for customs control), where all
Bologna — Coupling and uncoupling of train locomotives; . .
. . . customs services that can be provided by the customs
— Removing and applying tail signals; - . .
. - administration can be obtained.
— Connecting and detaching wagons;
— Train locomotive control;
— Overloading of wagons;
— Locomotive towing of a train.
1. Storage of goods. . . .
The entire territory of the dry port is a customs control
2. Storage of dangerous goods. .
. . zone (type E customs warehouse is one of the types of
3. Warehouse and inventory accounting. . " :
. . private customs warehouse). In addition, there is a
4. Loading and unloading.
.. 40,000 sq m temporary storage warehouse2, a 3,000 sq
5. Fumigation of warehouses. . . .
Interporto . . m excise warechouse2 and 1,600 sq m administrative
6. Packaging and labelling. .
Campano . . premises?2.
7. Weighing cargo and vehicles. .. . .
. . Customs formalities at the terminal are carried out by
8. Door-to-door delivery service. S
. the Nola Customs Office (municipality). The office has
9. Container rental. . . . .
. . premises equipped with mobile scanners and scales for
10. Repair of containers. . .
. . . container ispection.
11. Washing and cleaning of containers.
At the import facility, all users can receive a wide range of
customs services, including:
1. Transportation and storage of goods. — assistance in customs clearance of goods;
Interporto 2. Premises for rent. — assistance in filling out customs declarations;
Servizi 3. Courier services. — preparation and submission of reports through the
Doganali E | 4. Railway services. Intrastat system;
Intermodali Del | 5. Fuel distributor. — Assisting international freight forwarders with customs
Brennero 6. Cargo weighing. formalities;
7. Cleaning of containers. — customs declaration for export and import of goods;
— customs operations for temporary
import and export.
1. Storage of goods.
2. Warehouse operations.
3. Outsourcing services.
4. Picking and delivery of goods. There is a customs warehouse on the
5. Rent of warehouses and offices. territory of the dry port. The port administration holds
Interporto Vado 6. VGM (Verified Gross Mass) — weighing services | permits for a private temporary storage warechouse and an
P for any type of transport. authorised consignee.
7. Repair of containers. Users can get all the necessary customs services at the
8. Fumigation and high temperature treatment of import territory.
containers.
9. Fastening and unloading / loading of goods
requiring special conditions.

Source: based on (Interporto Bologna, 2023, Interporto Centro Ingrosso Pordenone, 2023, Interporto
Campano, 2023, Interporto Servizi Doganali E Intermodali Del Brennero, 2023; Interporto Vado, 2023)
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In addition, Italian dry ports may obtain permits from the customs administration for the following
activities:

— opening and operation of an excise warehouse;

—application of the transit simplification “status of authorised shipper” (for the common transit regime
(NCTS));

— application of the transit simplification “status of authorised consignee” (for the common transit
mode (NCTS));

— a simplified domiciliation procedure (designation of a special place of paymenton a bill of exchange
other than the location of the person indicated as the payer on thebill by means of a domiciliation formula).

Intotal, about 1,200 international companies and organisations with more than 20,000 employees operate
in Italian dry ports (Gli interporti italiani risentono del Covid ma riacquistano attenzione politica, 2020). As
for the specialisation of interports, most of them provide their logistics services for all types of cargo
without exception. However, some of them specialise only in handling certain types of cargo for which the
appropriate conditions have been created, namely Civitavecchia Fruit & Forest Terminal — vegetables and
fruits, Interporto Di Gorizia — fresh, dried and frozen products, Interporto Toscana Amerigo Vespucci —
fresh and frozen products.

Conclusions. It is established that the world market of intermodal freight transport is developing quite
dynamically, due to which modern intermodal terminals are gaining more and more influence on the
international economy and are becoming one of the factors of logistical improvement of trade turnover,
which is extremely relevant in the current conditions of foreign economic activity of business entities

In the course of the study of the peculiarities of functioning of interports in Italy,as one of the leading
countries in the field of intermodal business, it is determined thatthey are one of the most important
infrastructure facilities of land transport and an integral part of the national integrated transport system
(SNIT - Sistema Nazionale Integrato dei Trasporti). In addition, the results obtained will be useful in the
context of the implementation of certain stages of the development of Ukraine’s intermodal infrastructure.
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Meta. Memoto cmammi € docniddcenns 0oceioy Imanii wooo ocobnusocment QyHKYIOHYBAHHS «CYXUX NOPMIGY 6
KOHMeKCmi 301lICHeNHS 308HIUHbOCKOHOMIUHOT QITbHOCTI.

MeToau RocHiKeHHs. /][5 00CACHEHHs NOCMABIEHOT Memu GUKOPUCAHO MAKi Memoou. THOYKYii ma dedykyil,
MeOPemuUUH020 Y3a2aIbHeH s, aOCMpazysanns, JlaneKmuuHo20 NI3HAHH — NpU BUBUEHHI HAYKOBUX ddcepen ma
00Ci0HCEHHT 0COOIUBOCIEL CMBOPEHHSL | (DYHKYIOHYBAHHS «CYXUX NOPIMIBY, KOMNAPAMUSHULI— OISl CUCTeMAmU3ayii
gidomocmell mpo npagosi axkmu, CMpPYKMypHO-QYHKYIOHATbHULL — 05 BUBUEHHs 3apYOIdCHO20 A0CEIdY, Menoo
V3a2anbHeHHs — Oist (POPMYBAHHS BUCHOBKIS QOCTIONCEHHS).

Pesyawbratu. [Iposedeno ananiz ocnosuux 3axonodasuux axmie Imanii, aKumu peeiamenmyemvcs CmeopeHHs.
ma (yHKyioHysanus iHmepmooanvhoi ingpacmpykmypu xpainu, a came: 3axon «Ilpo Oepaicagne pecyriosanis
OydigHuymea iHmepnopmis, siKi CNpAMOBAHI HA NEPEBE3EHHS BAHMANICIS | HA KOPUCHTb THMEPMOOAILHOCILY 610
4 cepnua 1990 poxy Ne 240, Hayionanenuii nian nozicmuxu na 2011-2020 poku, npockm 3axoHy «Pamkosuii 3akon
npo inmepnopmuy Ne 703.

B x00i docniocenns gusgieHo, wo 01 KOHCOMIOAYIl ma po3eumky iHmepmMoodibH020 MPAHCHOPNLY MA TOSICMUKU
6 kpaini 6yno cmeopero 06 eonannsn lnmepnopmis Imanii (Unione Interporti Riuniti), 0cHO8HOI0 Memow 51K020 €
nioueHHs. POl MyIbMUMOOATbHUX 00 €KMi6 ma po36UMoK cmadilbHO20 38 A3KY MIJIC HUMU A 6CIMA THUUMU
cy0 ’ekmamit, 3any4eHuMU 00 T0ICMUYHOL QiSIbHOCI.

IIpoananizosarno OisivHicmo HatbiLwux «cyxux nopmiey Imanii' 6 konmexcmi ocobrueocmet ix (yHKYIOHYBAHHS,
Micys po3smauily8aHHs ma mpAHCHOPMHO20 CNOAVYEHHA, CHeKmpy A0ICMUYHUX | MUMHUX NOCAYe, AKI HUMU
HAOAmMbCst, NIOWI Ma MAmMepiaibHO-MeXHIUHO20 3a0e3nederHs, QOopmM G1ACHOCMI, CIPYKMYPU GLACHUKIE MA IH.
HaykoBa HOBHM3HA. Habyno nodanvuioco po3eumky OO0CTIONCEHHS. MIJNCHAPOOHO20 00C8I0y 0cobaugocmell
CMEOPEHH S | (DYHKYIOHYBAHHS 00 €KMIG IHMEPMOOUIbHOL IHpacmpyKkmypu.

MpakTnuna 3HAYYMicTb. OCHOBHI NONOJICEHHS OAHO2O OOCTIONCEHHS MONCYMb OYMU GUKOPUCMAHI 68 Npoyeci
HANPayl08aHHsL nPono3uyill o000 YOOCKOHANEHHS NPoyedypU CIMEOPEHHs. «CYXux nopmie» 6 Yxpainui.

Ku1r040Bi ci10Ba: iHTEpMOIaIbHI IEPEBE3CHHS, «CYXUI MOPT», IHPPaCTPyKTYPHI 00’ €KTH, JIOTICTHKA.
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EXTERNAL SECTOR OF UKRAINE: TENDENCIES, DETERMINANTS
AND INTERDEPENDENCIES BETWEEN INDICATORS

The investigation implements a simultaneous econometric model of the external sector of the Ukrainian
economy. The endogenous variables are: volume of direct foreign investments in Ukraine (FDI), gross foreign
debt, export of goods and services and import of goods and services. The exogenous variables of the model
are: volume of industrial production, expenditures from the state budget, gross domestic product (GDP), tax
revenues, exchange rate of the national currency to the US dollar; the level of the shadow economy. All data
are collected for Ukraine for the period 2002—2021 years.

Purpose of the investigation is to identify and interpret indicators that affect external sector of the Ukrainian
economy, and identify interdependencies between indicators of the external sector with quantitative methods
of analysis.

Method of simultaneous modeling was used, which makes it possible to investigate the interdependence
between exogenous and endogenous variables.

The system of four equations was proposed that describes the dependence between indicators of the external
sector and indicators of the economic sector of Ukraine. The model was checked for adequacy and an
econometric analysis of quality was carried out.

Discovered that an increase in gross foreign debt has a negative impact on the volume of FDI and the increase
in the export of goods and services contributes to the increase in the volume of FDI (the first equation,).

The second equation proved that an increase in the volume of FDI may lead to an increase in the gross external
debt and an increase in the import of goods and services can lead to a decrease in the gross external debt.
According to the third equation an increase in the volume of FDI in Ukraine and gross foreign debt can
contribute to an increase in the export of goods and services.

The fourth equation confirmed that an increase in FDI can lead to a decrease in imports of goods and
services and an increase in exports can lead to an increase in imports because more foreign currency will be
available to buy imported goods and services.

Key words: model, export, import, direct foreign investments, gross foreign debt, external sector, indicators,
economic development, simultaneous equations.

JEL Classification: C02, C3, F21, F47.

Larysa ZOMCHAK, Introduction. Exports and imports have a significant impact on

Senior Lecturer at the Department
of Economic Cybernetics

Ivan Franko National University
of Lviv,

Candidate of Economic Science,
Associate Professor
Izomchak@gmail.com
orcid.org/0000-0002-4959-3922

Olha KLOCHNYK,

Master Student

Ivan Franko National University of Lviv
orcid.org/0000-0003-8219-4322

the country’s economy. Exports can contribute to GDP growth by
creating jobs and increasing revenue from the sale of goods and
services abroad. Imports can meet the needs of the population for
goods and services that cannot be produced domestically, and can
promote competition, which can lead to lower prices and higher
quality of goods and services. Foreign direct investment (FDI)
can also have a significant impact on a country’s economy. FDI
can contribute to GDP growth by creating jobs, introducing new
technologies and promoting competition. FDI can also contribute to
infrastructure development and higher living standards. However,
exports, imports and FDI can also have a negative impact on a
country’s economy. For example, exporting can lead to job losses in
industries that compete with imported goods and services. Imports
can lead to a deficit in the trade balance and a decrease in the exchange
rate of the national currency. FDI can lead to a loss of control over
the national economy and an increase in income inequality. Gross
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public debt can be caused by various factors such as war, economic crises and social programs. It is
important that the national debt is not too high, as this can lead to financial instability. The state can
reduce the public debt with the help of various measures, such as: increasing exports, decreasing imports,
attracting foreign direct investments, increasing tax revenues, reducing government expenditures, etc.
The relationship between exports, imports, foreign direct investment and gross public debt is complex
and indirect. In general, it can be said that the growth of exports and foreign direct investment contributes
to the reduction of public debt, while the growth of imports contributes to its increase. The impact of
exports, imports and FDI on a country’s economy depends on many factors, such as the structure of the
economy, the country’s level of development and international trade conditions. It is important to take
into account all these factors when formulating policies that will contribute to the economic growth and
development of the country. In order to identify and study the influences between exports, imports, direct
foreign investments and the gross external debt of Ukraine, it is advisable to use econometric methods
and models that make it possible to quantitatively assess the dependencies between these economic
indicators, to identify direct and reverse influences based on a statistical sample. Another characteristic
feature of dependencies between economic indicators is that these dependencies can be mutual. In this
study, for example, it is difficult to clearly identify causal relationships between exports and imports, as
exports affect imports and imports affect exports. To identify mutual dependencies between variables, it
is advisable to use simultaneous econometric models. Therefore, a simultaneous approach was developed
to study the mutual influence between export, import, FDI and the gross external debt of Ukraine. The
independent variables are: the volume of industrial production, million hryvnias; expenditures from the
state budget, UAH million; gross domestic product (GDP), UAH million; tax revenues, UAH million; the
rate of the national currency against the US dollar and the level of the shadow economy, %. The model
consists of four equations that describe both the interdependence between dependent variables and the
influence of independent variables on them. Model parameters were estimated using the two-step least-
squares method.

Literature review. The external sector modeling is the process of developing and using mathematical
models to analyze the interactions between a country’s economy and the global economy. As it is known
external sector impacts on different aspects of economics. Acharya V. V. investigated dependence between
external sector and macroprudential policies for India (Achatya, 2023). Sahoo, M.and coauthors (also
for India) proved with the econometric methods that oil imports significantly improve the balance of the
country, which is important for the sustainability of the external sector (Sahoo, 2022). Badejo, B. A.and
coauthors in the contrary investigated impact of non-oil export commodities on the external sector of
Nigeria and proved significant and positive dependence in the short-run horizons, but not in the long-
run, they used Vector Error Correction Model (VECM) (Badejo, 2018). Emter L. and McQuade P. claim
that China’s capital flows and exchange rate have become more volatile in recent years, due to a number
of factors, including the trade war with the United States, the liberalization of financial markets, and
domestic financial market vulnerabilities; this volatility could have significant implications for the Chinese
economy and the global financial system (Emter, 2018). Ruiz Estrada M. A. investigated external sector
in COVID-19 conditions in China (Ruiz Estrada, 2020), Aragie E. and coauthors in Ethiopia in short-
term (Aragie, 2020) Vdovyn M. and Zomchak L. in pre-pandemic period, Covid-19 and war in Ukraine
(Vdovyn, 2022). Ruiz Estrada M. A with coauthors proposed the ESVM-index (1) as a new indicator to
evaluate the external sector behavior of a country or region, which is not a forecasting model, but rather a
tool for policy-makers and researchers to study the past and present economic situation in any country’s
external sector performance (Ruiz Estrada, 2018). Arturo, M. and coauthor introduced a new index called
the External Sector Development Index (SXi) to measure the external sector of a country and applied the
SXi to the Chinese and ASEAN economies (Arturo, 2011).

One ofthe most popular types of models for external sector are autoregressive. For example, Onwioduokit
E. A. and Effiong O. E. used vector autoregressive model for investigation the impact of external sector
liberalization on output growth in Nigeria from 1981 to 2019 (Onwioduokit, 2021). Korgbeelo C. used
autoregressive lag-distributed model for investigation the impact of the IMF stabilization program on
the development of Nigeria’s external sector (Korgbeelo, 2023). The same method used Kaur M. and
Kulaar N. dor external sector of India investigation (Kaur M., 2023). Zomchak L. and Starchevska I.
used logistic regression analysis dor economy of Ukraine (Zomchak, 2022). The findings of the study
(Onyimadu, 2019) with structural equations model show that oil price shocks do have significant impacts
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on the components of Nigeria’s external sector. The paper (Sobanski, 2019) discusses the concept of «dark
matter» in the context of the US external sector, where dark matter is defined as the difference between
the official net international investment position (IIP) and the actual net IIP, which is estimated based
on prevailing income differentials. The paper by Sahoo M. and coauthors (Sahoo, 2022) examines the
dynamic relationship between fiscal balance and current account balance in India, and tests the twin deficit
hypothesis, the paper finds that there is evidence to support the twin deficit hypothesis in India. The paper
by Vdovyn M. and coauthors (Vdovyn, 2022) explains the game theory methods use in economic systems
modeling. The paper (Petrakos, 2022) examines the political budget cycles in Greece and their impact
on the country’s public debt and economic growth with five econometric models and finds that political
budget cycles have been a persistent problem in Greece since 1974.

Simultaneous model of external sector of Ukraine. To carry out an econometric analysis of the
relationship between foreign trade and investment, data were collected from the official page of the State
Statistics Service of Ukraine for 2002-2021 (State Statistics Service of Ukraine, 2022) according to the
following indicators:

Endogenous variables:

—y, — volume of direct foreign investments in Ukraine, million dollars USA — this indicator indicates
the amount of foreign investments that are coming to Ukraine. The higher this indicator, the greater the
interest in investing in Ukraine and the greater the need for infrastructure and business development in
the country;

—y, — gross foreign debt, million dollars USA. This is an indicator that indicates the total amount of
the country’s debt to foreign creditors. The higher this indicator, the more difficult it is to repay the debt to
foreign creditors, which can lead to a decrease in confidence in the country’s economy;

—y, — export of goods and services, million dollars USA — this indicator indicates the volume of goods
and services exported from the country. The higher this indicator, the more opportunities for attracting
foreign investment into the country’s economy;

—y, — import of goods and services, million dollars USA — this indicator indicates the volume of goods
and services imported into the country. The higher this indicator, the greater the dependence on the foreign
economic environment, which can lead to a decrease in the stability of the country’s economy.

Exogenous variables:

— X, — volume of industrial production, UAH million. This indicator indicates the volume of production
of industrial products in the country. The higher this indicator, the more opportunities there are for the
development of exports and the attraction of foreign investments in the country’s economy;

— X, — expenditures from the state budget, UAH million. An indicator that indicates the level of state
investment in the country’s economy. The higher this indicator, the more opportunities there are for the
development of the country’s economy and the attraction of foreign investments;

— X, — gross domestic product (GDP), UAH million. This indicator indicates the volume of all goods and
services produced in the country. This is a key indicator that reflects the country’s economic development.
The higher this indicator, the more opportunities for attracting foreign investment into the country’s
economy;

— X, — tax revenues, UAH million. This indicator indicates the amount of taxes collected by the state
from enterprises and citizens. This indicator can indicate the level of economic activity in the country, as
well as the effectiveness of fiscal policy;

— X, — exchange rate of the national currency to the US dollar — this indicator indicates the exchange
rate of the national currency of the country to the US dollar. This can affect the export and import of goods
and services, as well as the attractiveness of foreign investments;

— X, — the level of the shadow economy, % — an indicator that indicates the amount of economic activity
that is unofficially registered in the country’s economy. The higher this indicator, the more difficult it is to
control the country’s economy, which can affect the attractiveness of foreign investments.

These indicators can be grouped into 4 groups:

1. Indicators of foreign trade:

— ¥, — export of goods and services, million dollars USA;

—y, — import of goods and services, million dollars USA;

2. Indicators of foreign investments:

—y, — volume of direct foreign investments in Ukraine, million dollars USA;
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3. Indicators of the country’s financial condition:

—y, — gross foreign debt, million dollars USA;

— X, — level of the shadow economy, %;

4. Indicators of economic development of the country:
— X, — volume of industrial production, UAH million;

1
— X, — expenditures from the state budget, UAH million;
— X, — gross domestic product (GDP), UAH million;
— X, — tax revenues, UAH million;

— X, — exchange rate of the national currency to the US dollar.

That is, for the analysis of foreign trade, such indicators as export (y,) and import (y,) of goods and
services can be used. These indicators indicate the level of the country’s foreign trade and its ability to
compete on the international market. With the help of these indicators, it is possible to assess the country’s
foreign trade balance and its dependence on imports.

Regarding investments, indicators such as the volume of foreign direct investment (y,) and gross
external debt (y,) can be used for their analysis. These indicators indicate the level of foreign investment
in the country and its ability to attract investment from abroad. In addition, the amount of direct investment
can indicate the level of confidence in the country and its economic stability, and the gross external debt
can indicate the level of the country’s debt burden.

Domestic indicators, such as the volume of industrial production (x,), state budget expenditures
(x,), gross domestic product (x,), tax revenues (x,), the exchange rate of the national currency to the
US dollar (x,) and the level of the shadow economy (x,), can indicate the general level of economic
development of the country. The volume of industrial production can indicate the level of production
and industrial development of the country, and expenditures from the state budget and tax revenues can
indicate the effectiveness of public administration and fiscal policy. Gross domestic product is one of the
main indicators of the country’s economic development and can indicate the general standard of living
of the population. The exchange rate of the national currency against the US dollar can indicate the level
of international competitiveness of the country and the state of its foreign trade. The level of the shadow
economy may indicate the level of corruption and illegal capital outflow in the country.

The simultaneous model of the relationship between foreign trade and investment consists of four
equations.

The first equation:

W=y + AXy + QsXs + By, + By + Byt

where a and B — parameters of the equation, y, — volume of direct foreign investments in Ukraine,
X, — tax revenues, x, — exchange rate of the national currency to the US dollar, y, — export of goods and
services, y, — import of goods and services, & — error term.

This equation describes the dependence of the amount of direct foreign investment in Ukraine (y,) on
various economic indicators, such as gross foreign debt (y,), export of goods and services (y,), import
of goods and services (y,), volume of industrial production (x,), state budget expenditures (x,), gross
domestic product (GDP) (x,), tax revenues (Xx,), the exchange rate of the national currency to the US dollar
(x;), and the level of the shadow economy (x,).

The second equation:

Vo =Gy + QX + GysXs + Ay Xg + By Vi + Buds + &5,

where a and p — parameters of the equation, y, — gross foreign debt, x, — gross domestic product,
x, —exchange rate of the national currency to the US dollar, x, — level of the shadow economy, y, — volume
of direct foreign investments in Ukraine, y, — import of goods and services, & — error term.

This equation shows that the foreign debt of Ukraine depends on domestic production, the exchange
rate of the national currency, the level of the shadow economy, the volume of foreign direct investment in
Ukraine, and the import of goods and services.

The third equation:

V3 =Gy + Gy Xy + A X, + Gy Xy + By &y,

where a and B — parameters of the equation, y, — export of goods and services, x, — volume of industrial
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production, x, — expenditures from the state budget, x, — tax revenues, y, — import of goods and services,
¢ — error term.

This equation shows that the export of goods and services depends on the volume of industrial
production, expenditures from the state budget, tax revenues and gross domestic product.

The fourth equation:

Vi =Gy + QX + Xy + usXs + By + B + 84,

where a and B — parameters of the equation, y, — import of goods and services, x, — gross domestic
product, x, — tax revenues, y, — volume of direct foreign investments in Ukraine, y, — export of goods and
services, ¢ — error term.

This equation describes the relationship between imports of goods and services and other variables:

— The amount of foreign direct investment in Ukraine (y,): The more foreign investment, the more
economic activity usually increases, which can lead to an increase in the import of goods and services.

— Export of goods and services (y,): If there is a high amount of export of goods and services in
Ukraine, then, usually, the import of goods and services decreases.

— Volume of gross domestic product (x,): The greater the GDP in Ukraine, the more the population can
afford to buy more foreign goods and services.

— Exchange rate of the national currency to the US dollar (x;): If the national currency appreciates
against the US dollar, this usually lowers the price of imported goods and services and increases the
amount of imports.

Next, we will check the model for identity using the order condition.

Let m be the number of endogenous variables in the model (6 in our model);

m, is the number of endogenous variables in the i-th equation of the model,

k is the number of exogenous variables in the model (4 in our model);

K, is the number of exogenous variables in the i-th equation of the model.

We apply the rule: k -k, >m, — 1.

1) 6-2 > 3—1 — overidentified,

2) 6-3 > 3—1 — overidentified,

3) 6-3 > 2—1 — overidentified;

4) 6-3 > 3—1 — overidentified.

From the obtained results, we see that under the condition of order, all equations are overidentified,
and therefore the entire model is also overidentified. To determine and estimate the parameters of the
simultaneous model, we will use the two-step method of least squares. Let’s write the model in an
abbreviated form in a collapsed form. In this notation, the endogenous variables of the model depend on
all the exogenous variables. Abbreviated form (collapsed expression):

Y1 =Ty + T Xy + Xy + X + Xy + TysXs + TyeXg
Yy =Ty + Ty Xy + TppXy + T3 X3 + TpgXy + TysXs + TyeXg
V3 =Ty + T X) + TppXy + Ty X5 + Ty Xy + T35 X5 + T3e X

Vi = Tyg + Ty Xy + Tpp Xy + TysX3 + Ty Xy + TysXs + Ty X

where y — enogenous variables, X — exogenous variables, = — parameters of the equations.

After checking the adequacy of the studied equations. To check the adequacy of the model, we will
use the F-criterion, the empirical value of which for the first equation is equal to F_em = 12.93349646
(F-statistic). Equating with the critical F_kp= 0.0000808, we conclude that the null hypothesis about the
zero value of the multiple regression coefficients can be rejected. So, with a confidence probability of
p=0.95, it can be stated that the constructed first equation of the simultaneous model is adequate. The
same situation with other equations.

Empirical results. To calculate the unknown parameters, it is necessary to replace the endogenous
variables in the structural model with the estimated values of the endogenous variables depending on all
the exogenous values of the model. The following equations are obtained, the first equation:

,=536,957 — 0,004 3, + 0,778 3, + 0,009x, ~19151,145x .
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— An increase in gross foreign debt has a negative impact on the volume of foreign direct investment
in Ukraine.

— The increase in the export of goods and services contributes to the increase in the volume of direct
foreign investment in Ukraine.

— An increase in the import of goods and services contributes to an increase in the volume of direct
foreign investment in Ukraine.

— A decrease in the exchange rate of the national currency against the US dollar contributes to an
increase in the volume of direct foreign investment in Ukraine Thus, an increase in the export of goods
and services and a decrease in the exchange rate of the national currency against the US dollar can be
favorable conditions for attracting foreign direct investment to Ukraine. However, an increase in gross
external debt and imports of goods and services may negatively affect this process.

The second equation with parameters:

y,=—-4660,247 +1252,077 5, — 0,0097, +0,502x; + 1,432x, + 193541,262x, .

— An increase in the volume of foreign direct investment may lead to an increase in the gross external
debt.

— An increase in the import of goods and services can lead to a decrease in the gross external debt.

— An increase in GDP can lead to an increase in gross external debt.

— An increase in the exchange rate of the national currency against the US dollar may lead to an
increase in the gross external debt.

— An increase in the level of the shadow economy may lead to an increase in the gross external debt.

The third equation:

$,=0,009 — 0,002 7, — 0,034x, +0,752x, + 8826, 747, .

According to the equation, it can be seen that an increase in the volume of direct foreign investment in
Ukraine (y,) and gross foreign debt (y,) can contribute to an increase in the export of goods and services
(v,). However, an increase in the import of goods and services (y,) may reduce the volume of exports (y,).
In addition, the equation reflects the impact of production (x,), state budget expenditures (x,), GDP (x,),
tax revenues (x,), the exchange rate of the national currency (x,) and the level of the shadow economy (x,)
on the export of goods and services (y,).

The fourth equation:

y,=—247,012 +0,0187, — 0,002, + 1,268x, — 0,076x, 9605, 979x; .

An increase in foreign investment can lead to a decrease in imports of goods and services, as foreign
companies can produce more goods in Ukraine instead of importing them from other countries.

An increase in exports can lead to an increase in imports because more foreign currency will be
available to buy imported goods and services.

An increase in GDP can lead to an increase in imports because a higher level of income can lead to a
higher demand for imported goods and services.

An increase in tax revenue can lead to a decrease in imports, as more funds can be directed to the
production of domestic goods and services.

A decrease in the exchange rate of the national currency against the dollar can lead to an increase in
imports, since imported goods and services can become cheaper for domestic consumers.

Conclusions. The proposed simultaneous model can be useful for studying the interaction of various
factors on the country’s economy and for forecasting the possible consequences of various economic
decisions.

The amount of foreign direct investment and gross external debt are important factors affecting a
country’s ability to attract foreign investment and repay external debts. Export and import of goods and
services are important indicators that affect the country’s external balance and, therefore, its economic
stability. The volume of industrial output and GDP indicate the general state of a country’s economy, while
tax revenue can reflect a state’s ability to collect taxes and finance various projects. The exchange rate of the
national currency against the US dollar can affect the competitiveness of goods and services of domestic
producers on the international market. The level of the shadow economy can indicate shortcomings in the
management of the country’s economy and can affect the overall economic development.
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To check the adequacy of the model, we will use the Fisher criterion (F-criterion), the empirical value
of which, for example, for the first equation is F_em =9.940766954 (F-statistic). Based on the comparison
of the empirical value with the critical value (F_xp= 3, 2.901294536 at the given level of significance
a = 0.05 and the number of degrees of freedom vl =5 and v2 = 15), we conclude that the null hypothesis
about the zero value of the multiple regression coefficients can be reject. So, with a confidence probability
of p=0.95, it can be stated that the constructed first equation of the simulative model of the relationship of
foreign trade and investment is adequate. The same situation with the following equations.

It can be concluded that each equation of the simultaneous model is adequate, since the coefficients of
multiple determination are greater than 0.72, in particular: R-square 0.73, which indicates that the model
explains about 73% of the variation in the volume of foreign direct investment in Ukraine. R-squared
0.91 indicate that the model explains about 91% of the variation in gross external debt. R-squared 0.84
indicating that the model explains about 84% of the variation in exports of goods and services. R-squared
0.81 indicating that the model explains about 81% of the variation in imports of goods and services.
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On May 26, 2023, the University of Customs and Finance in
Dnipro, Ukraine, hosted the 5th International Scientific and Practical
Conference “Ukrainian Legal Dimension: Seeking Answers to Global
International Challenges”. The event was attended by representatives
of government authorities, including customs officials, as well as
representatives from the fields of science, business, and civil society.
Participants also included representatives from higher education
institutions and members of international projects and programs
from Georgia, Italy, Poland, Slovakia, and the Czech Republic.

During the scientific conference, a discussion panel titled “Customs
of Ukraine in the Conditions of War and Post-War Statehood” was
organized, bringing together representatives from the Verkhovna Rada
of Ukraine, the Supreme Court, international customs organizations,
customs administrations of various countries, operational customs officers
from Ukraine, researchers, and the general public. Materials from the
discussion panel were subsequently prepared and published (1).

The Customs Service of Ukraine plays a key role in the practical
implementation of government policy in terms of liberalizing external
trade, abandoning the state’s monopoly on foreign economic activity,
and increasing the entry of economic entities into the foreign market.
It also plays a crucial role in protecting national security, ensuring the
economic interests of the state are achieved, establishing a market
economy and facilitating its integration into the global economy,
promoting foreign economic relations, and ensuring the rights and
legitimate interests of the country’s citizens and economic entities
are protected.

However, Russia’s military aggression against Ukraine has,
among other things, triggered an immense economic crisis and
inflicted significant damage to industries, power infrastructure,
transportation, housing, and many other aspects of the country’s
economy. In these dire circumstances, the operational effectiveness
of the Customs Service is critical, as the degree to which it is able
to maintain security in its area of responsibility directly impacts the
national security of the country.

In this context, the aim of the discussion panel was to assess the
state of Ukraine’s customs authority’s activities during the period
of military aggression, evaluate the effectiveness of its operations,
consider the size of the task being faced by customs, and identify
options for restoring customs regulatory controls in post-war
conditions.

The discussion panel was officially opened by its moderator,
Professor Viktor Chentsov, the Chairman of the Academic Council
of the University of Customs and Finance. He emphasized that
the main objective of this scientific event was to unite efforts in
addressing the challenges and development prospects of Ukraine’s
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customs in the context of war and post-war situations, fostering collaboration, and exchanging experiences.
Professor Chentsov expressed his gratitude to all participants who agreed to take part in the discussion
panel despite the challenging times in which it was being held. He encouraged participants to provide
creative inspiration, explore productive outcomes, engage in an active exchange of ideas and experiences,
and, ultimately, the translation of research findings into practical activities.

The Secretary General of the World Customs Organization (WCO), Dr. Kunio Mikuriya, delivered a
welcome speech in which he noted that the WCO had commenced a review of its own tools for managing
humanitarian aid and is working with other partners, such as the International Chamber of Commerce, to
facilitate trade conditions. Additionally, the WCO had prepared an “Official Note of the Secretariat on the Role
of Customs in Unstable and Conflict-Affected Situations,” which would be published in the following week.

The Secretariat’s note contains several recommendations that the Secretary General sought to
emphasize. Firstly, he highlighted the need to assess the damage caused to customs infrastructure by
the war and, as a first step, to identify the extent of reconstruction required. In doing so, he noted the
importance of considering the needs of border regions, which may not necessarily represent main trade
routes. Despite potential limitations on the flow of goods, this type of cross-border trade contributes to
the relative wealth and stability to the border economy and provides significant support to the population
in border regions.

Secondly, Dr. Mikuriya observed that monitoring of humanitarian aid is essential to ensure the smooth
and effective border crossing of such cargo while avoiding any abuse of this assistance mechanism.

Thirdly, a recovery plan should be prepared now since a significant amount of funds may arrive for
post-conflict reconstruction. However, the basis of this recovery should reflect the country’s own needs
rather than donor programs. It is of utmost importance that the customs of Ukraine adhere to the principle
of self-sufficiency.

Fourthly, he observed that customs must play a role in ensuring security and, therefore, must have
appropriate law enforcement powers, noting that areas affected by conflicts are usually more vulnerable
and attract illegal trade.

Overall, the Secretary General noted that the customs service of Ukraine has a particular responsibility
for managing humanitarian aid, securing borders, and contributing to the stability of the country during
times of conflict and for supporting its post-conflict recovery.

He added that, during the meetings of the Policy Commission and the Council, the topic of “fragile”
borders will hold a prominent place on the agenda and will be included in the Strategic Plan as a primary
research theme to meet urgent and emerging needs. In this regard, the WCO Secretariat expects greater
support from its members, including from countries in need such as Ukraine.

In conclusion, Dr. Mikuriya expressed hope that the discussion panel would provide significant insights
and knowledge exchange to assist Ukraine’s customs service to play a crucial role in supporting the
country and its people during these disturbing times.

Professor David Widdowson, President of the International Network of Customs Universities (INCU),
presented a report on the topic “Customs in times of crisis.” He observed that customs authorities are
required to respond in the most radical of ways in such times, whether the crisis is caused by natural
disasters, the impact of a global pandemic, the horror of terrorist attacks, or the carnage of war.

He noted that the situation in Ukraine is not reflective of an evolutionary change to the environment
in which customs is required to operate, but a profound change that has required a radical re-think of
the way in which customs can contribute to the security of the state, most importantly in terms of the
safety and security of its citizens. Professor Widdowson further noted that those parts of the Ukrainian
border directly affected by the conflict are already impossible to control without military means. Customs’
focus has shifted towards preserving control over the remaining trade routes and safe corridors under
Ukraine’s authority. He emphasized the necessity of preserving control to the greatest extent possible
in the remaining border crossings, as they are essential for ensuring the lawful entry and exit of goods,
vehicles, and people, and for maintaining uninterrupted trade between Ukraine and the rest of the world,
including the facilitation of essential services and supplies such as military support and humanitarian aid.
In closing, Professor Widdowson expressed his wish for a speedy return to peace and freedom.

In his presentation on “Conceptual Approach to the Requirements of a Modern Customs Service”,
Professor Igbal Babaev, the Deputy Chairman of the State Customs Committee of Azerbaijan, D. Sc.,
shared his experience in restoring the state and, in particular, the national customs service, in the aftermath
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of the Second Karabakh War. He emphasized the need for the customs administration to shift from a
“control” principle to a “service” approach and to assist and cooperate with businesses rather than simply
exert control over them. Professor Babaev noted the importance of creating a structure (a system of customs
institutions) that fosters trust between the customs service and businesses, and in cases of deception
and non-compliance by businesses, they should be held fully accountable under the law. Regarding the
assessment of Ukraine’s customs service, he indicated that an assessment of the service by global customs
professionals would likely conclude that there is room for improvement. This perspective is generally
shared by Ukrainian customs professionals, who believe that serious reform of the Ukrainian customs
service is needed.

In delivering his presentation on “Building a New Customs Administration in a Post-War Environment”,
Bahri Berisha, the Director-General of Kosovo Customs showcased the history and evolution of Kosovo
Customs, including the challenges faced during the post-war period, particularly in the context of
maintaining customs control. The Director-General highlighted the importance of rebuilding the capability
of the customs authority in the post-conflict environment with a particular emphasis on the need to re-
establish effective its law enforcement capabilities to achieve an appropriate level of regulatory control.
Director-General Berisha expressed gratitude to partners, including Ukrainian partners, for supporting
Kosovo Customs in its developmental journey.

Professor Aivars Vilnis Krastins, former Chairman of Latvian Customs and WCO expert, D.Sc.,
shared his experience of working as the head of Latvian customs during the time when Latvia was
negotiating its accession to the EU, noting that Ukraine was now seeking EU membership. He discussed
the challenges faced while fulfilling EU requirements and the changes to the existing system, drawing on
examples from Canada and Denmark. In his presentation on “Ukraine and Changes in the EU Customs
Paradigm”, Professor Krastins emphasized the importance of developing customs education, noting the
significant role played by INCU and specialized customs journals such as the “World Customs Journal”
(Canberra, Australia), and the “Customs Scientific Journal” (Ukraine), among others. He encouraged
Ukraine to consider the inclusion of the customs profession in its academic degree programs.

Professor Wieslaw Czyzowicz, former head of Polish Customs and, Doctor of Science, delivered
a presentation on “The Role of Customs in Protecting Ukraine’s National Interests”. He shared his
reflections on the role and functions of Ukrainian customs during the war, and in particular in the post-
war period. In his address, he emphasized the important role that would be played by Ukrainian Customs
following resolution of the conflict, and the need to re-establish border controls as soon as possible, while
recognising that the transition to post-war cross-border stability would take time. Professor Czyzowicz
expressed his wish for a swift cessation of hostilities and an end to Russia’s barbaric aggression, hoping
for peace. He expressed his desire for a free, democratic, prosperous, and happy Ukraine, with its customs
service supporting the country’s reconstruction and dynamic development.

Igor Dankov, the customs advisor at the Mission of Ukraine to the EU and representative of the State
Customs Service of Ukraine in Brussels, addressed the role played by customs attachés in negotiating
and establishing customs policies and procedures in times of conflict. In his report titled “The Role of
Customs Attachés in Times of War and Post-War Development”, he emphasised the imperative for a
country’s customs service to be given the authority to coordinate government activities at the border, with
the necessary powers to ensure border security.

Anatoliy Makarenko, a distinguished economist of Ukraine and Vice-President of the NGO
“Association of Ukrainian Taxpayers” for Customs Policy, presented his report on “Ukraine’s Customs
Before and After the War”. In his address, he opined that the war and subsequent victory should be seen
as an opportunity for the State Customs Service of Ukraine to receive a new lease on life. However, he
emphasized that all reforms and organizational improvements should be progressed and achieved through
lawful, clear, and coherent vertical management of the State Customs Service of Ukraine.

Vitaliy Naumenko, former Deputy Minister of Revenues and Duties of Ukraine, who had ministerial
responsibility for customs, addressed the challenges facing the customs service in this time of war and
ways to overcome them. He highlighted the lack of consistency and systematic approach in attempts
to reform the national customs service. He believed that the constant changes have led to the loss of
momentum in customs’ development, the destruction of the previously established management decision-
making mechanisms, and the interruption of international customs cooperation. He emphasized that the
customs service is not just about taxes; primarily, it is a reliable state body involved in ensuring national
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security. It requires strengthening of personnel capacity, substantial technical assistance, and significant
international investments. He concluded, however, that despite the problems of the past, he was confident
that the customs service would successfully reform and appropriately meet its regulatory responsibilities.

Professor Ivan Berezhnyuk, assistant-consultant of the Subcommittee on Customs Affairs of the
Verkhovna Rada of Ukraine, D.E.Sc., outlined priority steps for restoring an effective customs service.

Deputy Chairman of the State Customs Service of Ukraine, Vladislav Suvorov, in his report on the
priority directions of the international activities of the Ukrainian Customs Service amid Russia’s armed
aggression, proposed recommendations to achieve economic security, operational resilience of customs
controls, the security mandate of the Ukrainian customs, and the development of a strategy for the Customs
Service’s post-war period.

He emphasized that the state’s financial policy cannot remain static, but should be adjusted in response
to changes in external and internal factors of the national economy. In this context, tax and customs
policies can and should be similarly adjusted by determining and adapting modern taxation priorities in
line with the overarching financial policies, which are designed to protect Ukraine’s national interests.
This was also discussed in the report “New Customs Interests of the Country and Building a System for
Their Provision” presented by Professor Pavlo Pashko, former Deputy Chairman of the State Customs
Service of Ukraine, D.E.Sc.

In her presentation on “Current Changes in Customs Legislation: Necessity of Adoption in the
Conditions of Martial Law and Implementation Challenges”, Professor Liliya Dorofeeva, the head of
the Legal Department of the Zakarpattia Customs, D.E.Sc., emphasized that the realities of war required
urgent transformation of the country’s economy to address the new and emerging conditions. She argued
that the state should promptly introduce amendments to external economic and trade policies. This
necessitated the urgent adoption of legislative and regulatory reforms to enhance the effectiveness of the
customs regulatory mechanism in the context of Russia’s military aggression.

The topic of “Authorized Economic Operator (AEO) Status and Criteria Analysis” was addressed
by Tetiana Ostrikova, an expert from the Public Council at the State Customs Service of Ukraine. She
highlighted that obtaining AEO status has become crucial for many businesses due to the numerous
benefits it provides, significantly reducing administrative burdens related to customs procedures. However,
meeting the strict criteria for AEO status is not an easy task. She emphasized that compliance with these
criteria should be ongoing and that failure to do so may lead to the loss of AEO authorization at any time.

Galyna Vdovina, the head of the NGO “All-Ukrainian Customs Forum”, presented her paper titled “The
Role and Perspectives of Customs Audit”. She considered audit, as a tool of customs control, to be one of the
priority areas for reforming the Ukrainian customs and a key aspect of its future architecture. In her address,
she analysed the prerequisites for introducing this specific form of customs control, presented statistical data
on its results, identified the challenges of its implementation, and proposed ways to address them.

Professor Viktor Chentsov’s presentation on “Personnel Training for Ukrainian Customs Authorities:
Reflections on Necessary Changes” addressed the increasing need for professional training, retraining,
and qualification improvement for customs officials in the context of radical changes to the activities
and functioning of the customs system, which historically characterizes Ukraine. After analysing the
advantages and disadvantages of various forms of training for customs officials, Professor Chentsov argued
that specialized educational institutions are well placed to provide targeted and state-ordered personnel
preparation. He also highlighted the need to improve the contractual mechanisms between the State
Customs Service of Ukraine and educational institutions for training customs officials at undergraduate-
and postgraduate-level of education without the need to use state funds (for example, through funding
provided by legal entities or individuals).

The presentation by Professor Dmytro Pryimachenko, Vice-Rector for Research at the Ukrainian
Customs Academy, D.E.Sc., focused on analysing the state and prospects of implementing the Common
Transit Regime in Ukraine. He outlined the main advantages of the NCTS (New Computerized Transit
System), which include the use of a single customs declaration for moving goods from the country of
dispatch to the country of destination through third countries under uniform rules within the framework of
the Convention on the Common Transit Regime and the Convention on the Simplification of Formalities in
Trade in Goods. Other advantages include: reducing the transit clearance time for goods; providing transit
simplifications to economic operators not registered as violators in the information database; determining
the form of customs control before the goods cross the national border; increasing opportunities for
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analysing customs risks and minimizing them; and more. The presentation emphasized that Ukraine’s
accession to these conventions will promote interaction between economic operators and customs
authorities, create a positive image for the state, and develop international trade.

Other themes addressed at the conference included the social and economic changes that have taken place
in Ukraine in recent years, which have necessitated a revaluation of the established paradigm of administrative
penalties, such as confiscation. One of the conceptual problems of the current model of imposing administrative
penalties in the form of confiscation is the lack of compliance with the principle of proportionality between the
damage caused and the protected rights, freedoms, and legitimate interests of individuals or legal entities and the
sanctions set forth in the law establishing administrative liability. In this context, Associate Professor Anatoliy
Mazur, from the Department of Public and Private Law at the University of Customs and Finance, analysed
citizens’ constitutional complaints to the Constitutional Court of Ukraine and its decisions in his presentation
on “Confiscation in the Customs Code of Ukraine: The Principle of Proportionality of Administrative Penalty
and Committed Offense in the Interpretation of the Constitutional Court of Ukraine”.

Other problematic issues regarding the imposition of administrative liability on legal entities were
addressed by Professor Vladyslav Lipinskiy, Dr.Sc., Director of the Institute of Law and International
Legal Relations at the University of Customs and Finance. Professor Lipinskiy adopted the position that
the optimal way to improve the administrative-offense provisions in customs legislation is to hold legal
entities responsible for violating customs rules. This, he argued, will ensure the application of proportionate
administrative-legal consequences for customs rule violations.

Taking into account the results of the discussion panel “Ukrainian Customs in the Context of War
and Post-War Conditions” and with the aim of identifying issues for further consideration, the following
recommendations were approved:

1. In order to implement the provisions of the Association Agreement between Ukraine, on the one
hand, and the European Union, the European Atomic Energy Community, and their Member States, on
the other, it is proposed to accelerate the procedures for adapting national customs legislation to the EU
Customs Code. Specifically, the following actions are proposed:

1.1. Create a working group to prepare a new version of the Customs Code of Ukraine. The new version
of the codified act should closely reflect the provisions of the Union Customs Code, the Implementing
Regulations and the Delegated Regulations of the European Union. The working group should include
experts from the State Customs Service of Ukraine and other relevant government bodies, representatives
of entities engaged in foreign economic activities, and members of the academic community, including
the University of Customs and Finance (UCF).

1.2. Prepare and submit to the Verkhovna Rada of Ukraine a new version of the Ukrainian Customs
Tariff. The new version should be based on the updated Ukrainian Classification of Goods for Foreign
Economic Activity (UCGFEA), constructed on the basis of the Harmonized Commodity Description and
Coding System 2017 (HS-2017) at the six digit level and the Combined Nomenclature of the European
Union (CNEU) at the seven and eight digit level, taking into account the obligations within the framework
of the World Trade Organization (WTO).

1.3. Complete the “Conformance Testing” procedure, as required by the Directorate-General for
Taxation and Customs Union of the European Commission (DG TAXUD), as stipulated in the mechanism
for implementing the provisions of the Convention on a Common Transit Procedure and the Convention on
the Simplification of Formalities in Trade in Goods. This will help to initiate the procedure for Ukraine’s
accession to these Conventions and implementation of the new computerized transit system NCTS.

1.4. To enhance the institution of customs attachés and introduce positions of customs advisors in
Missions of Ukraine to international organizations and other diplomatic missions.

2. It is proposed to establish a working group to develop a Strategy for the development of the Customs
Service of Ukraine in the post-war period (hereinafter referred to as the “Strategy”). The Strategy should
define the optimal model for the customs service, its goals and objectives, priority areas of focus and
ways to achieve them. It was agreed that implementation of the Strategy should result in the creation of an
institutional mechanism that will appropriately address the rights and legitimate interests of individuals
and legal entities in the field of state customs affairs; create conditions for the development of the national
economy and international trade; provide relevant services to citizens and businesses; improve the
efficiency of customs revenue administration, and ultimately, ensure efficient revenue generation for the
state budget.

74 Customs Scientific Journal, Ne 1, 2023



3. Develop and submit to the Verkhovna Rada of Ukraine a draft law “On the National Customs Service
of Ukraine”, which will define the legal framework for the organization and activities of the National
Customs Service of Ukraine, as well as the procedure for serving in the customs authority. According
to the draft law, the National Customs Service of Ukraine should be an executive body responsible for
protecting the customs interests and customs security of Ukraine, regulating foreign trade, protecting the
domestic market, promoting the development of the Ukrainian economy and its integration into the global
economy, contributing to the state budget, and countering customs violations.

Additionally, to improve certain aspects of the activities of the State Customs Service of Ukraine, the
following measures are proposed:

1. Enhance the capacity of customs personnel by:

—  Developing a mechanism for interaction between the client (the State Customs Service of Ukraine)
and the executor (specialized higher education institution) through contractual relations.

—  Strengthening the State Customs Service of Ukraine’s role in the process of preparing higher
education applicants in higher education institutions that prepare candidates for the customs service
through competitive admissions.

2. Develop and implement quality standards for the planning and conduct of customs audits that will
ensure the validity of the process and increase the accountability of officials who conduct such audits.

3. Improve the mechanism for obtaining Authorized Economic Operator (AEO) status, which will
improve relations between the government and businesses, streamline customs procedures, and reduce
bureaucracy at customs for companies that comply with the legislation.

4. Ensure customs infrastructure is fit for purpose by:

— Identifying the appropriate location of customs facilities based on modern, post-conflict needs.

—  Equipping such facilities with advanced technology to enable efficient implementation of state
customs affairs and facilitate the movement of goods and vehicles across the Ukrainian customs border.

—  Creating opportunities for conducting joint customs operations with neighbouring customs
administrations at the customs border.
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