UDC 351:339:56

DOI https://doi.org/10.32782/2308-6971/2023.1.3

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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By the form of Direct + + + + + + +
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).

CUSTOMS CONTROL (CC)

v v v

TYPES OF CUSTOMS CONTROL

Preliminary control: is carried out | Current customs control: Subsequent customs control -
before the goods enter the customs  carried out when crossing =~ (customs audit): carried out
control zone on the basis of the PMD the customs border after customs clearance of goods
submitted for risk analysis and based on the use of audit
determination of the type of customs methods

clearance

'

IC during customs

clearance and customs | Unscheduled auditand

The risk clearance of goods in the clearance checks
— is high —> form of document (random audit, post-
verification and inspection clearance control)
and re-inspection of goods, Urgent audit within
visual inspection 30 days after customs €——|
clearance
Medium
> risk >

Due diligence (pre-audit) -
a comprehensive audit to
grant and confirm <
the AEO status

Scheduled post-audit in
accordance with the

The risk requirements of the current
— is low > legislation by conducting |
on-site and off-site
inspections

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
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Synthesis Synthesis

Reading

Deduction Inventory dnciments
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Induction — y analy — Document

matching

Observation Expertise N -
L e
checking
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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
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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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