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MODELING OF ASET OF QUALITATIVE PARAMETERS FOR ASSESSING THE

COMPETITIVENESS OF A TRANSPORT ENTERPRISE USING GRAPHICAL-
ANALYTICAL AND SCORING METHODS

The purpose of the article is to build a system of qualitative parameters of influence and to identify their
cardinal and ordinal estimates to determine the level of competitiveness of a transport enterprise based on a
graph-analytical approach and linear modeling. To achieve this goal the following tasks have to be solved:
determining key qualitative factors that affect the level of competitiveness of the enterprise; decomposition
of the complex task of evaluating a qualitative indicator into a system of interconnected sub-goals — primary
parameters of influence, formation of a set of primary evaluation indicators, development of an approach to
aggregating expert assessments for primary input parameters using a graph-analytical method or scoring
method and obtaining cardinal or ordinal estimates (linguistic terms) for them.

Methods. The methodological basis of the study is the fundamentals of system analysis, economic and
mathematical modeling and decision-making theory. The work uses a decomposition approach to structuring
the task of assessing the competitiveness of an enterprise, the method of expert assessments, the graph-
analytical method of formalizing relationships between indicators, as well as a scoring method to obtain
cardinal (ordinal) assessments of qualitative parameters.

Results and conclusions. The article carries out the process of identifying and structuring a set of qualitative
parameters for assessing the competitiveness of a transport enterprise using graph-analytical and scoring
approaches. As a result of the study, a system of qualitative indicators characterizing key aspects of the
functioning of a transport enterprise was substantiated, in particular the level of organizational culture, the
effectiveness of the information system and internal communications, the culture of safety, the image of the
enterprise, the influence of the external environment, as well as the qualification level of personnel and the
competence of management. The process of formalizing qualitative parameters presented by the authors of
the article is carried out on the basis of a decomposition approach using agreed expert assessments and their
further aggregation using graph-analytical or scoring methods. This approach allows for the systematic
identification, formalization and aggregation of qualitative parameters of the transport enterprise s activities
for further assessment of its competitiveness. The formed system of parameters creates the basis for further
integrated assessment of the competitiveness of the transport enterprise using, in particular, the fuzzy logic
method which makes it possible to produce an effective resulting decision based on different qualitative
parameters of influence and allows making informed management decisions without taking into account all
combinations of the values of the evaluation parameters which significantly simplifies such a process and
minimizes its costs.

Key words: enterprise competitiveness, qualitative performance indicators, expert evaluation, linguistic
variables, graph-analytical modeling, scoring method, decomposition of indicators, integral evaluation.
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Introduction. Under the current conditions of the development of
the transport market and increased competition between carriers the
problem of objective assessment of the competitiveness of transport
enterprises is particular relevance. Dynamic changes in the economic
environment, the development of logistics technologies, the growth of
consumer requirements for the quality of transport services and the need
for rapid adaptation to market changes necessitate the improvement
of approaches to the analysis of the activities of transport enterprises.
Now traditional methods of assessing competitiveness based mainly
on quantitative financial and economic indicators are unable to fully
reflect the real state of the enterprise and its development potential. At
the same time, a significant impact on the formation of competitive
advantages of a transport enterprise make the qualitative characteristics
of its activities, in particular, the level of organizational culture, the
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effectiveness of the management system, personnel qualifications, the image of the enterprise in the market,
as well as the influence of the external environment. Such factors have a complex nature which complicates
their quantitative measurement and integration into the complex assessment models. Insufficient structuring
of qualitative parameters and the absence of precise methods for their formalization lead to a decrease in the
accuracy of integral assessment of the enterprise’s competitiveness. Due to this there is a need to develop
approaches that allow for the systematic identification, ordering and formalization of a set of qualitative
parameters that characterize the activities of a transport enterprise. A perspective way for solving this problem
is the use of a graph-analytical approach which provides the decomposition of a complex evaluation indicator
into a sequence of simpler elements or the use of a scoring model for further aggregation of evaluation
parameters. The use of such approaches allows for an increase in the validity of the assessment of the
enterprise’s competitiveness and creates the prerequisites for making more effective management decisions.

Literature review. Taking into account the permanent changes of the transport market the issue
of increasing the accuracy of assessing the competitiveness of an enterprise is becoming particularly
relevant. Traditional approaches of modeling this process are mostly based on quantitative indicators of
financial and economic activity which are formed on the basis of reporting data. At the same time, the
practice of operating transport enterprises shows that a significant impact on the level of their competitive
positions is exerted by qualitative factors which formalization is difficult due to their intangible nature and
the presence of a subjective component (Strzelczyk, 2024; Syzdykbayeva, 2025).

It should be noted that the issues of assessing the competitiveness of transport enterprises and the
application of mathematical methods for analyzing transport and logistics systems are considered in the
scientific works of A. Strzelczyk and S. Guze, B. Syzdykbayeva et al., P. Singhal and S. Gupta (Strzelczyk,
2024; Syzdykbayeva, 2025; Singhal, 2026). Multi-criteria evaluation methods, in particular weighted sum
models and fuzzy analysis methods, are studied in the works of A. Williams (2024) and M. Chen, T. Wu,
X. Mao (2025). A significant contribution to the study of increasing the competitiveness of transport
enterprises was made by O. Arefieva (2023), V. Godun (2023), O. Zvyagintseva (2025), O. Bakulich
(2022), V. Holodenko (2022), O. Golovchenko (2022), etc.

A special feature of the studies of the above authors is the lack of consideration of the component of
qualitative parameters that have a significant impact on the level of competitiveness of the enterprise
or their insufficient structuring or the absence of a clear decomposition of the primary evaluation
indicators. It’s necessary noting that the imperfections of the methods of their quantitative interpretation
lead to the appearance of inaccuracies in complex evaluation models. As a result, the integral indicator
of competitiveness can reflect not fully the real state of the enterprise and its development potential.
That is why there is a need to apply an approach that allows for the systematic identification, structured
presentation and formalization of a set of qualitative parameters with the possibility of their further
mathematical aggregation (Singhal, 2026; Williams, 2024; Chen, 2025).

Thus, despite the significant scientific achievements in the field under study, the issue of formalization
of qualitative parameters for assessing the competitiveness of transport enterprises requires further
improvement.

Formation of a system of parameters for assessing the competitiveness of a transport enterprise.
The process of mathematical modeling of assessing the competitiveness of a transport enterprise is acomplex
applied problem that requires simultaneous consideration of a large set of input and output parameters
and the construction of adequate functional mappings between them. For practical implementation, it is
advisable to apply a decomposition approach: the overall goal is divided into a sequence of subgoals and
the solution of each lower-level subgoal forms indicators or fixes parameters for the next level. Such a
sequence ensures complete solving of the initial problem and makes it manageable.

Itis advisable to group all the influence parameters into several functional blocks —aggregating functions
for assessing the competitiveness of a transport enterprise that allow taking into account such aspects as
marketing activities, logistics component, driver composition, financial condition of the enterprise, level
of organizational culture, influence of the external environment, efficiency of management of the transport
enterprise etc.

The subject of the article is the process of evaluating a set of qualitative aggregating functions f,, ..., f;
which will enable, together with quantitative ones, the formation of a complex and structured process of
identifying the level of competitiveness of a transport enterprise. Let us consider them in detail.

Function f, — the development of the organizational culture of the enterprise — will be determined

by such qualitative indicators as the level of organizational structure — x, , the presence of a system of
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enterprise goals and strategies for achieving them — x| ,, the effectiveness of the information system —x,
and internal communication between departments — x, ,, safety culture — x, . (Arefieva, 2023).

The aggregating function f, examines the impact of the external environment of the enterprise and is
characterized by such qualitative indicators as the image of the enterprise —x, , the rivalry indicator in the
industry — x, ,, competition among alternative modes of transportation — x, ,, the impact of the regulatory
and infrastructure environment — x, ,, the impact of consumers — x, . (Zvyagintseva, 2025).

It’s advisable to introduce to the aggregating function f, — management efficiency — both qualitative
indicators, such as the qualification level of personnel —x, , management competence —x, , and quantitative
indicators (Bakulich, 2022), in particular, the productivity of managerial work, the share of management
costs, the share of managerial employees, management efficiency etc.

Application of graph-analytic and scoring methods to obtain ordinal estimates of qualitative
parameters of aggregating functions f,,....f;.. Unlike quantitative parameters which cardinal estimates
based on numerical values taken from primary reporting, the identifying of qualitative parameters will make
with the 5 appropriate linguistic term ¢ =1,7 ,T =5: ¢t =L — low level of parameter, { = BM — before
middle level, £ =M — middle level, { = AM — above middle level, # = H — high level of parameter. Let’s
use agreed expert estimates that acquire their further formalization based on the graph-analytic or scoring
method.

So, the level of organizational structure — x, | is a qualitative parameter the definition of which is
proposed to be carried out using the appropriate linguistic term according to the graph-scheme shown
in figure 1. This approach allows us to formalize expert estimates for the set X’ of primary evaluation
indicators x;, , represented by the following questions:

A: Introduction of primary information necessary for analysis.

B: Is there a clear hierarchy of management and centralized decision-making?

C: Isthe organizational structure able to adapt quickly to changes in the market, technology or legislation?

D: Are there formalized internal regulations, job descriptions, work standards?

E: Is the interaction between departments (logistics, finance, dispatch, administration) effective?

The presence of a system of enterprise goals and strategies for achieving them is a qualitative parameter
x,, which definition is proposed to be carried out using appropriate linguistic terms by decomposing
into a set X' the primary evaluation indicators x,, presented in table 1, using expert assessments and
dependence (1).

v A r ' 3

L BM M AM H

Fig. 1. Graph-scheme of evaluation of qualitative parameter of organizational structure level x, |
by corresponding linguistic term, =1, 5
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Table 1
Assessment of the presence of a system of enterprise goals and strategies for achieving them —x_ ,

Parameter name Parameter value change range
Clarity and specificity of goals [0-3]
Compliance of the company’s goals with its mission [0-3]
Having strategies to achieve goals [0-4]
Realistic and achievable goals [0-3]
Effectiveness of the monitoring and adjustment system for goals [0-3]
5
L,if Y x, €(0;3];
p=l1
5 1
BM.if > x, €(3;6];
p=1
5 "
X, =1 Mo x, €(6:9]; (M
p=1
5
AM if Y x, €(9;12];
p=1
5
H,if Y x, €(12;16].
p=1

The effectiveness of the information system — x, , — is a qualitative parameter which definition will
carry out using the appropriate linguistic terms by decomposition into a set X’ of the primary evaluation
indicators x, (presented in table 2) using expert assessments and formula (2).

Table 2
Indicators of evaluation of the parameter x , — the effectiveness of the information system
Parameter name Parameter value change range
Data processing speed [0-3]
Reliability and stability of work [0-3]
Systems integration [0-2]
User-friendly interface [0-2]
Data security [0-3]
5
L,ifo;? € (0;2];
p=1

5
BM.if Y x, €(2:5];
p=1
5
x,=1 Mif)x, e(58]; )
p=1
5
AM,ifo'p e (8;10];

p=1

5
H.,if Y x, €(10;13].
p=1
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x,,— The effectiveness of the internal communication system between departments (dispatchers,
drivers, logisticians) is a qualitative parameter. We propose to estimate it using the appropriate linguistic
terms by decomposition into a set X’ of the primary evaluation indicators x; (presented in table 3) using
expert assessments and formula (3).

Table 3
Indicators of evaluation of the parameter x ,— the effectiveness of the internal communication system
between departments

Parameter name Parameter value change range
Information transfer speed [0-3]
Quality of information transfer [0-3]
Productiveness of communication channel [0-2]
Degree of communication between dispatchers and drivers [0-3]
Efficiency of the coordination logistics center [0-3]
5
L,ifo'p €(0;2];
p=1
5
BM,ifo;, e(2:5];
p=1
5 '
X4 = M’ifzxp € (5;8]; 3)
p=1
5
AM if Y x e (811];
p=1
5
H,if Y x, €(11;14].
p=1

Safety culture x , is qualitative parameter that will be assessed using appropriate linguistic terms
by decomposing into a set X' the primary evaluation indicators x,, presented in table 4, using expert
assessments and formula (4).

Table 4
Parameters for assessing safety culture

Parameter name

Parameter value change range

Following the rules of traffic safety

[0-4]

Control of the technical condition of transport

[0-4]

Conducting accident prevention training and motivation for a safe driving culture

[0-2]

3
L,ifo;) € (0;2];
p=l1

3
BM.if > x, €(2;4];

p=l

M,ifo;G(4;7]; )

3
AM,ifo;) e(7;9];

p=l

3
H,if Y x, €(9;10].
p=1
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The image of a transport enterprise — x

2.1

is a qualitative parameter. To assess it, we will use the

linguistic terms described above. Let’s decompose this parameter into a set X’ of the primary evaluation
indicators x,, presented in table 5, using expert assessments and formula (5).

Parameters for evaluating the image of a transport enterprise

Table 5

Parameter name

Parameter value change range

Cargo integrity [0-3]
Adherence to transportation schedule [0-3]
Term of operation of the enterprise [0-3]
Market share occupied by the enterprise [0-3]

p=l

Lif >, e(0:2];

BM,z'fix;, e (2:4];
MirSx, e (48];
AMLiS Y, e (&10];

4
H.,if Y x, €(10;12].
p=1

)

For qualitative parameters x,,— x,, we will use the graph-scheme shown in figure 2-4 and table 6
which allows us to formalize expert assessments regarding a set of primary input indicators.

Table 6
Designation of blocks A, B, C, D, E, F of the graph-scheme
for qualitative evaluation parameters x, ,— X, ,
Parameter A B C D E F
Does the
Does the
Does the company have | Does the
company capture ) . Does the
Industry . company have |highly qualified |company
. a wide segment of company have
XX competi-tion . . a modern staff and an make regular i,
2.2 . market including . s . . a positive
analysis . . material and individual investments in .
international . reputation?
. technical base? |approach to development?
transportation?
customers?
Is there an
. Is the level of |. .
. .| Are alternative | Does motor . increase in
Analysis of | Does the trucking ., | infrastructure
. modes of transport provide demand for
alternative company have . . support for road
XX, , modes of alternative modes transportation | faster delivery ransport higher road transport
. . available to compared to compared to
transportation |of transportation? . ) than for other
your business? | alternatives? other modes of
modes?
transport?
. Is the regulato Does state Is there an
Analysis of ereg Y . Is the . Is the
. environment policy . excessive
the impact of infrastructure . . development
stable for the promote the . administrative i
XX regulatory and . sufficient of digital
24 . operation of development . burden that .
infrastructure for effective . infrastructure
. a transport of the transport . complicates
environments . operation? . supported?
company? industry? operations?
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Fig. 2. Graph-scheme of the evaluation of the qualitative parameter x,,— the level of competition in the
industry — by the corresponding linguistic term, 7 =1,5

F i
R

L BM M AN H

Fig. 3. Graph-scheme of evaluation of qualitative parameter x, ,— competition among alternative
modes of transportation — by the linguistic term, # =1,5
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+ —

L Bl M AM H

Fig. 4. Graph-scheme of the evaluation of the qualitative parameter x, , — the impact of the regulatory
and infrastructure environments — by the linguistic term

The consumer influence parameter x,, will determine in the above-mentioned linguistic terms by
decomposing the primary evaluation indicators x, (which are presented in table 7) into a set X' using
expert assessments and formula (6).

Table 7
Parameters for evaluating the consumer influence indicator —x, .
Parameter name Parameter value change range
Dependence on large customers [0-3]
Competition for customers [0-3]
Ability of customers to influence prices [0-2]
Customer loyalty [0-2]
4 '
L,if > x, €(0:2];
p=1
4 '
BM.if Y x, €(2:;4];
p=1
4 '
Xys = M’ifzxp € (4;7];
=] (6)
4 1
AM,szxp e(7:9];
p=1
4 1l
H.,if Y x, e(%10];
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We propose to define the qualification level of personnel x, in appropriate linguistic terms by
decomposing the primary evaluation indicators x (which are presented in table 8) into a set X' using
expert assessments and formula (7).

Table 8
Parameters for assessing the qualification level of personnel
Parameter name Parameter value change range
Level of professional education [0-4]
Experience in the industry [0-3]
Regularity of advanced training [0-3]
Practical skills and competencies [0-3]
4 '
L,ify x,e(0:2];
p=1
4 "
BM,szxp € (2;5];
p=1
4 "
X, =1 M,if Y 'x, e(58]; (7)
p=1

4
AM.if Y x, € (8;10];

p=l

4
H,ifYx, €(10;13].
p=1

Management competence x,,is a qualitative parameter which will be estimated with appropriate
11ngu1st1c terms by decomposmon into a set X' of primary evaluation indicators X, ,» » presented in table 9,
using expert assessments and formula (8).

Table 9
Parameters for assessing the competence of a manager
Parameter name Parameter value change range
Professional industry knowledge [0-4]
Management skills [0-3]
Strategic thinking [0-3]
Communication skills [0-3]
Ability to innovate [0-3]
5 i
L,if »'x, €(03];
p=1
5 i
BM.,if Y 'x,&(3;6];
p=1
5 '
Xy, = M,ifop € (6;9]; (8)
p=1

5
AM if Y x, €(9;12];
p=1

5
H,if Y x, e(12;16].
p=1
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Thus, due to the research a set X of evaluation parameters x, - was defined, structured and substantiated.
The values of such indicators are established on the basis of a set X’ of primary input indicators X, .
The formed system of parameters reflects the key aspects of the functioning of a transport enterprise and
provides the possibility of a comprehensive and formalized assessment of the level of its competitiveness.

Taking into account that experts and the decision-maker are able to simultaneously analyze 7 + 2
factors while maintaining high accuracy of assessments, it is advisable to form a compact and informative
set of initial decisions. Based on the principles of completeness, consistency and practical significance,
such a set can be evaluated by the five linguistic terms considered above which describe the levels of
competitiveness of a transport enterprise.

Conclusions. The article develops an approach to identifying a set of qualitative parameters for
assessing the competitiveness of a transport enterprise. The necessity of comprehensive consideration of
not only quantitative financial and economic indicators but also qualitative characteristics of the enterprise’s
activities, which significantly affect the level of its competitive positions, is substantiated. A decomposition
approach is used to structure the evaluation process. It allows dividing the general evaluation task into a
system of interconnected sub-goals and forming a logically ordered system of parameters.

A set of qualitative parameters characterizing the organizational culture of the enterprise, the influence of
the external environment, and management effectiveness has been precisely defined. For their formalization
the authors of the article propose to use graph-analytical and scoring methods which allow the decomposition
of complex parameters of influence on a set of primary indicators and provide the possibility of aggregating
their expert assessments. The author’s approaches allow obtaining ordinal estimates for qualitative
parameters. They make possible the objective consideration of intangible factors of a transport enterprise’s
activity and using them in the practice of managing transport enterprises to increase the efficiency of their
activities and strengthen competitive positions in the transport services market.

The presence of strictly described sets of input and output parameters provides the possibility of
further application of the fuzzy logic apparatus (Azarova, 2013) or neural network modeling for integral
measurement of the competitiveness of a transport enterprise.
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Memoio cmammi ¢ nodyoosa cucmemu AKICHUX nApamempie eniusy ma idenmugpikayis ix KapOuHATbHUX
ma OpOUHANbHUX OYIHOK 0N BUSHAUEHHA DiGHA KOHKYDEHMOCHPOMONCHOCH MPAHCHOPMHO20 RIONPUEMCEA
HA OCHOGI 2paAo-AHATIMUYHO20 NIOXOOY Ma AIHIH020 MOOemo8anHA. Jin 00CAcHeHHs NOCMABNIeHol Memu
nepedbaueHo BUKOHAHHA MAKUX 3060aHb. BUSHAUEHHS KIIOYOBUX AKICHUX (Dakmopis, wo 8niueaions Ha pieeHs
KOHKYPEHMOCHPOMONCHOCIT NIONPUEMCINGA, OeKOMNO3UYis CKAAOHOT 3a0ayi OYIHIOBAHHA SKICHO20 NOKAZHUKA
HA cucmemy 83AEMON08 A3aHUX NiOyinetl — NepeUHHUX Napamempie 6naugy; opMy8aHHs MHONCUHU NEPBUHHUX
OUYIHIOBANLHUX NOKA3HUKIGB, PO3POOLEHHS NIOX0OYy 00 a2pecy8aHHs eKCHEPMHUX OYIHOK Ol NepeUHHUX GXIOHUX
napamempie i3 GUKOPUCHIAHHAM 2PAQOo-AHATIMUYH020 Memody ab0 06anbH020 NIOXOOYy | OMPUMAHHA O HUX
KApOUHATbHUX A0 OPOUHATILHUX OYIHOK (TIHEGICIUYHUX MepMiB).

Memoou. Memooono2iuro1o 0CHOBO 00CIONCEHHS € NOTOHCEHHA CUCTIEMHO20 AHATI3Y, EKOHOMIKO-MAMeMAmMU4HO20
MOOeNI0BANHS MA MeOPTi NPUUHAMMA piluets. Y POOOMI BUKOPUCTNAHO OeKOMNOUYITIHUL NIOXIO 00 CINPYKMYDY8AHHSL
3a0aui OYiHIOBANHS KOHKYPEHMOCHPOMONCHOCHIT NIONPUEMCTNGA, MeMO0 eKCHEPMHUX OUIHOK, 2pADO-aAHATIMUYHUIL
Memoo opmanizayii 63acMo36 A3Ki6 Midc NOKAZHUKAMU, A MAKOHC OATbHUL Memo0 011 OMPUMAHHS KAPOUHATLHUX
(OpOuHANLHUX) OYIHOK AKICHUX nApamempig.

Pesynomamu ma sucnosku. Y cmammi 30iticneno npoyec ioenmuikayii ma cmpyxmypuzayii MHOJICUHU AKICHUX
napamempie OYiHIOBAHHA KOHKYPEHMOCHPOMONMCHOCTI MPAHCNOPMHO20 HIONPUEMCIBA [3 3ACIMOCYB8AHHAM 2pago-
ananimuyHo20 ma banbHoeo nioxodie. Y pezyrvmami 00CrioxNceH s 0OIPYHMOBAHO CUCHEMY AKICHUX NOKA3HUKIS,
WO Xapakmepusyroms K408l dacnekmu (yHKYIOHYBAHHA MPAHCHOPHHO20 NIONPUEMCMEA, 30KpeMd pieeHb
OpeaHI3ayiiHoOl KyIbmypu, egekmusnicmo iHPOpMayitinoi cucmemu ma 6HYMPIUHIX KOMYHIKayill, 0e3nexkogy
KyIbmypy, iMiodc nionpuemcmed, nius 308HiUHb020 cepedosuiya, a MaxKodic Keanipikayitinuil pigens nepconany
ma Komnemenmuicmo Kepignuymea. IIpedcmasnenuii agmopamu cmammi npoyec Gopmanizayii  AKiCHUX
napamempie 30IICHIOEMbC HA OCHOBI OeKOMNO3UYILHO20 NIOX00Y 13 3ACMOCYBAHHIM V3200H4CEHUX eKCNePMmHUX
OYIHOK Ma NOOAIbULO20 IX azpe2y8anHs i3 UKOPUCTAHHAM 2pado-aHANimUuHo20 abo 6anibHo20 Memodis. Taxuil
nioxio 003601€ cucmemno ioeHmuikysamu, opmanizysamu ma azpecyeamu SKICHI napamempu OLIbHOCHI
MPAHCNOPMHO20 NIONPUEMCINBA DN HOOANLULO20 OYIHIOBAHHA DiBHA 11020 KOHKYpeHmocnpomoxchocmi. Chopmosana
cucmema napamempie cmeopioe 0CHO8y 01 NOOAIbULO20 THIMESPATbHO20 OYIHIOBAHHS KOHKYPEHIMOCNPOMOXCHOCHIE
MPAHCNOPMHO20 NIONPUEMCMBA [3 3ACMOCYBAHHAM, 30KpeMd, Memody HeYimKoi J02iKu, AKA YMOXCIUBIIOE
NPOOYKYBAHHA e(eKMUBHO20 Pe3yilbMyou020 PiuleHH HAd OCHOBI PI3HOAKICHUX napamempie eniugy ma 003601A€
nputivamu  0OIPYHMOBAHI YNPABGTIHCHKI pileHHst 0e3 8paxyeanHs Ycix KOMOIHayili 3HAYeHb OYIHIOBATLHUX
napamempis, wo 3HAYHO CHPOULYE MAKULL NPOYeC I MIHIMIZYE GUMPAMU HA HbO2O.

Kiro4oBi ci10Ba: KOHKYPEHTOCIIPOMOXKHICTh HIIMPUEMCTBA, SIKICHI TTOKA3HUKH JISUTBHOCTI, €KCIICPTHE

OIIIHIOBAHHSI, JIHIBICTHYHI 3MiHHI, rpado-aHaJiTHYHE MOJICIIOBAHHS, OaJbHUN METOJ, JCKOMITO3HIIis
MOKa3HHKIB, IHTErpaJibHE OIIHIOBAHHS.
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ORGANIZATIONALAND LEGAL ASPECTS OF THE ACTIVITIES
OF THE CUSTOMS SERVICE OF THE REPUBLIC OF LITHUANIA
AS AENTITY OF CRIMINAL INTELLIGENCE AND PRE-TRIAL
INVESTIGATION: EXPERIENCE FOR UKRAINE

Purpose. This article aims to analyze the organizational and legal aspects of the activities of the Lithuanian
customs units that carry out criminal intelligence and pre-trial investigation, to study the experience of
combating smuggling and other criminal offenses in the customs sphere, in order to form substantiated
proposals for the content of regulatory legal acts regarding the competence of the new unit of the Ukrainian
customs with law enforcement functions, in the context of the future Law of Ukraine “On Criminal
Intelligence”.

Methods. This article uses comparative analysis to study the experience of the Customs of the Republic of
Lithuania in carrying out operational activities, criminal intelligence and pre-trial investigation, in particular
their impact on the effectiveness of preventing and combating smuggling, as well as other criminal offenses
in the customs sphere. 1o analyze the example of the Lithuanian Customs, the method of thematic research
is used, which highlights the organizational and legal aspects of the functioning of the Customs Criminal
Service. To assess the effectiveness of the Customs Criminal Service in combating cross-border crime, expert
assessment methods and statistical data on the number of pre-trial investigations initiated in different years

are used. The historical method is also used to track the evolution of the system of law enforcement units of
the Lithuanian Customs from the date of its establishment to the present day.

Results. The article examines the legal status and organizational structure of the Customs Criminal Service
of the Customs Department under the Ministry of Finance of the Republic of Lithuania. It analyzes the
role of operational and procedural activities of customs authorities as effective forms of prevention and
counteraction to smuggling and cross-border crime, ensuring financial security and effective implementation

of sanctions policy against the Russian aggressor state. The main attention is paid to the consideration of
the functions, rights and obligations of the customs service in the field of criminal intelligence and pre-trial
investigation, enshrined in the laws and regulations of the Republic of Lithuania. The Lithuanian experience
of implementing law enforcement powers within the fiscal department is analyzed. Scientific recommendations

are proposed for reforming the customs authorities of Ukraine in the context of European integration, in

particular institutional unity, legislative delimitation of criminal procedural liability, as well as issues of
employee qualifications and staffing of law enforcement units.

Conclusions . The experience of the Lithuanian Customs shows that the activities of the Customs Criminal
Service, as a subject of criminal intelligence and pre-trial investigation, are an effective tool for preventing
and combating smuggling and other criminal offenses in the customs sphere. It ensures the protection of the
rights and legitimate interests of the individual, promotes productive interaction of the Customs with other
law enforcement agencies, as well as international customs cooperation in the field of law enforcement.

The main role in this is played by the presence of developed modern legislation, adapted to the standards

of the European Union, and by-laws regulating the organization of the activities of customs authorities as

subjects of criminal intelligence and pre-trial investigation. A study of the experience of the Republic of
Lithuania shows that the effectiveness of the Customs Service as a subject of criminal intelligence and pre-

trial investigation is ensured by clear centralization, a combination of fiscal and law enforcement functions

and broad autonomy of the Customs Criminal Service. For Ukraine, it is useful to implement the Lithuanian

model of digitalization of data exchange and legislatively establish the full status of a pre-trial investigation

body for customs authorities. This will minimize duplication of functions, increase the level of detection of
latent customs offenses and ensure compliance with EU standards. The results of the study demonstrate the

relevance of analyzing the above sources in order to borrow experience and implement it for reforming the

customs service of Ukraine.

Key words: customs sphere, law enforcement activities, customs criminal service, smuggling, European
integration.

JEL Classification: K4, K14, K42, N4, N40, N43.
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Introduction. The process of Ukraine’s integration into the
European Union, which has significantly accelerated in recent war
years, requires a fundamental revision of approaches to ensuring
economic security at the border. One of the key issues is granting
law enforcement status to customs authorities. In this context, the
experience of the Republic of Lithuania is extremely relevant,
since the Lithuanian model of customs administration successfully
combines classic customs functions with the powers to conduct
criminal intelligence and conduct full-fledged pre-trial investigations.

The operative-search legislation of Ukraine, adopted in 1992,
although it has undergone significant changes and additions over
time, currently does not meet the realities and requirements of today.
In this regard, a working group of representatives of state bodies
that conduct operational-search activities, with the participation
of officials of the Department for Combating Smuggling and
Violations of Customs Rules of the State Customs Service of
Ukraine, as well as scientists, is developing a draft Law of Ukraine
“On Criminal Intelligence”. It is to replace the outdated Law of
Ukraine “On Operative-Search Activities”. The title of the new
law is identical to the title of the Law on Criminal Intelligence of
the Republic of Lithuania, which serves as a guideline for reforming
Ukrainian legislation. The aforementioned law has enshrined since
2012 the right of Lithuanian customs authorities, which have been
carrying out operational activities since 2002, to conduct criminal
intelligence activities.

In the system of bodies and institutions subordinate to the Customs
Department of the Ministry of Finance of the Republic of Lithuania,
the Customs Criminal Service (Muitinés kriminaliné tarnyba) (CCS)
is authorized to conduct such activities.

By order of the State Customs Service of Ukraine dated 24.05.2024
No. 686, the “Plan for Reforming the State Customs Service of
Ukraine for 2024-2030” was approved, paragraph 8.3 of which
provides for the adoption of a law granting customs authorities the
right to carry out operational and investigative activities and conduct
pre-trial investigations in cases of smuggling of goods (Customs
Service of Ukraine, 2026).

In 2025, the draft of the new Customs Code of Ukraine, supported
by the Cabinet of Ministers of Ukraine, included a section that
provides for the creation of a specialized unit within the structure of
the State Customs Service, authorized to carry out operational and
investigative activities and pre-trial investigation (Customs Service
of Ukraine, 2026).

Purpose. This article aims to analyze the organizational and legal
aspects of the activities of the Lithuanian customs units that carry
out criminal intelligence and pre-trial investigation, to study the
experience of combating smuggling and other criminal offenses in
the customs sphere, in order to form substantiated proposals for the
content of regulatory legal acts regarding the competence of the new
unit of the Ukrainian customs with law enforcement functions, in the
context of the future Law of Ukraine “On Criminal Intelligence”.

Methods. This article uses comparative analysis to study
the experience of the Customs of the Republic of Lithuania in
carrying out operational activities, criminal intelligence and pre-
trial investigation, in particular their impact on the effectiveness of
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preventing and combating smuggling, as well as other criminal offenses in the customs sphere. To analyze
the example of the Lithuanian Customs, the method of thematic research is used, which highlights the
organizational and legal aspects of the functioning of the CCS. To assess the effectiveness of the CCS in
combating cross-border crime, expert assessment methods and statistical data on the number of pre-trial
investigations initiated in different years are used. The historical method is also used to track the evolution
of the system of law enforcement units of the Lithuanian Customs from the date of its establishment to
the present day.

General principles of the activities of law enforcement units of the Lithuanian Customs. The CCS
is a specialized institution within the system of customs authorities, subordinate to the Customs Department
under the Ministry of Finance of the Republic of Lithuania.

The Service carries out its activities in accordance with the Constitution of the Republic of Lithuania,
legal acts of the European Union, international treaties of the Republic of Lithuania, the Law on Budgetary
Institutions of the Republic of Lithuania, the Statute of the Internal Service of the Republic of Lithuania, the
Law on the Customs Service of the Republic of Lithuania, the Law on the Civil Service of the Republic of
Lithuania, the Criminal Procedure Code of the Republic of Lithuania, the Law on Criminal Investigation
of the Republic of Lithuania, other laws of the Republic of Lithuania, resolutions of the Government of
the Republic of Lithuania, orders of the Director General of the Customs Department and other legal acts.

In accordance with Clause 11, Article 1 of the Law on Criminal Investigation, the Customs Department
within the Ministry of Finance of the Republic of Lithuania is included in the list of main criminal
investigation institutions.

Until 2012, the Customs Department had the status of an operational activity subject, in accordance
with Clause 3 of Article 1 of the Law “On Operational Activity”. Also, Part 1 of Article 165 “Pre-trial
Investigation Agencies” of the Criminal Procedure Code of the Republic of Lithuania stipulates that the
Customs Service belongs to the pre-trial investigation bodies.

This allows the Lithuanian Customs to independently detect, document and investigate crimes related
to smuggling, evasion of customs payments and illegal circulation of excisable goods.

CCS was established on January 1, 2002, after the transfer of the function of combating smuggling
from the Police Department to the Lithuanian Customs, which took place in 2000 by decision of the
Government of the Republic of Lithuania.

CCS was established by reorganizing the Service for the Prevention and Investigation of Violations of
the Customs Department into a separate legal entity - an independent special customs institution. The new
special institution of the Lithuanian Customs was created on the model of the German Customs Criminal
Service (Zollkriminalamt).

In order to align the structure of the institution with the administrative division of the Lithuanian legal
system, the CCS was reorganized back in 2003.

In 2007, the CCS consisted of 10 central structural units and 5 regional departments, and the institution
employed 132 officials and employees. In October 2009, the Risk Management Department was established
in the CCS, the main task of which was to organize and implement the risk management process in the
Lithuanian Customs.

In order to optimize the activities and concentrate the capabilities in the three largest cities of Lithuania,
a new structure of the territorial divisions of the CCS came into force in 2010. After the abolition of three
regional divisions (in Siauliai, PanevéZys and Marijampole), the activities of the service were concentrated
in the other three - Vilnius, Kaunas and Klaipéda (Lithuanian Customs, 2026).

In addition to laws, the activities of the CCS are regulated by the Regulation on the CCS, approved by
Order No. 1B-667 of the Director General of the Customs Department under the Ministry of Finance of the
Republic of Lithuania of December 6, 2011 (as amended by Order No. 1B-1149 of the Director General
of the Customs Department under the Ministry of Finance of the Republic of Lithuania of December 21,
2018).

According to the said Regulation, the purpose of the CCS is to ensure effective prevention of violations
of legal acts committed by the customs and thorough investigation of violations of legal acts committed
by the customs and other violations of legal acts detected by the customs in the course of performing its
functions.

The CCS performs the following tasks:

— ensures the implementation of legal acts falling within the competence of the customs;
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— organizes and carries out the prevention, detection and investigation of violations of legal acts
implemented by the customs and other legal acts falling within the competence of the customs;

- carries out international and interdepartmental cooperation in the investigation of criminal acts and
other violations of legislation related to customs activities;

— implements the Strategy of Customs Activities of the Republic of Lithuania within the scope of its
competence.

In the process of implementing the above tasks, the CCS performs the following functions:

— in accordance with the procedure established by the Criminal Procedure Code of the Republic of
Lithuania, conducts pre-trial investigations of criminal acts that became known during the performance
by the customs of its direct functions, provided for by the laws regulating its activities;

—  conducts criminal intelligence to clarify the facts of criminal acts related to customs activities;

—  collects, analyzes and evaluates information on trends in smuggling and other criminal acts and
violations related to customs activities;

— manages the risks of violations of legal acts implemented by customs at the central level;

— 1investigates the economic, legal and criminogenic causes and conditions of smuggling and other
criminal acts and violations related to customs activities, and takes measures to eliminate them within its
competence;

— organizes and implements preventive measures to prevent smuggling and other criminal acts and
violations related to customs activities;

— detains illegally transported goods, objects and persons related to them in accordance with
the procedure established by legal acts, in order to register the established violation or conduct an
investigation;

—  escorts detained and arrested persons in accordance with the procedure established by legal acts;

—  cooperates with territorial customs and other customs authorities and, within its competence,
gives them mandatory instructions on the implementation of preventive or other measures;

— within its competence, cooperates with law enforcement and other state and municipal institutions
and agencies of the Republic of Lithuania

— 1in order to uncover criminal acts or prevent them, organizes and conducts joint operations with
other law enforcement institutions;

— within its competence, cooperates with institutions of the European Union, institutions of
other states, organizations in the fields of prevention, investigation, risk management and collection of
information on violations of legal acts implemented by customs;

— within its competence, represents customs in institutions of the European Union, foreign states
and international organizations;

— on behalf of the Customs Department, processes data from databases of other state institutions and
bodies and, in accordance with the established procedure, provides them to customs officials, full-time
civil servants and employees working under employment contracts;

—  keeps records of special equipment, weapons, and ammunition of the CCS and controls their use;

—  performs all actions (including concluding contracts) to organize and implement procurement of
goods, services, and works related to criminal intelligence, which are intended to be performed by the
customer in accordance with the Procedure for Procurement Related to Intelligence Activities, approved
by the Government of the Republic of Lithuania of March 18, 2015. Resolution No. 282 “On Approval of
the Procedure for Procurement Related to Intelligence Activities”;

—  prepares, participates in the preparation and coordinates draft legal acts related to the prevention
and investigation of violations of legal acts implemented by customs, in accordance with the established
procedure, submits proposals and comments;

— within the scope of competence, analyzes and summarizes the practice of applying legal acts
implemented by customs, and submits proposals to the Customs Department for their improvement;

—  participates in conducting special inspections of officials, civil servants and employees admitted
to service and work in customs;

—  considers complaints, requests and proposals of individuals on issues of the Service’s activities,
takes measures to eliminate identified shortcomings and violations;

—  performs other functions established by laws and other legal acts, as well as orders of the Director
General of the Customs Department and his deputies.
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Legal aspects of criminal intelligence in the activities of the Lithuanian Customs. Criminal
intelligence (formerly “operational activities”) in Lithuania is defined as the activities of its subjects to
collect, record, evaluate and use available information about criminal intelligence objects, carried out in
accordance with the procedure established by law, aimed at preventing and solving serious crimes.

According to Article 6 of the Law on Criminal Intelligence of the Republic of Lithuania, which defines
the rights of criminal intelligence subjects, the CCS has the right, in accordance with the procedure
established by the Government of the Republic of Lithuania or its authorized institutions:

—  create and manage the criminal intelligence information system;

— create legal entities that create favorable conditions for criminal intelligence and carry out
economic and commercial activities;

— after obtaining the consent of the legal entity, produce and use for criminal investigation the
registration and identification marks of the legal entity, documents, document forms, their details, state
registration numbers of vehicles;

—  produce and use for criminal investigation documents, document forms and their details, confirming
the identity.

If information about criminal intelligence objects is available, the CCS has the right to:

— use criminal intelligence information collection methods when, due to the nature and (or) duration
of their use, the sanction of the prosecutor or the court is not required;

— use technical means in accordance with the general procedure;

—  establish contacts with persons who have become objects of criminal intelligence;

— use the assistance of persons to perform criminal intelligence tasks;

— use the services of specialists to perform criminal intelligence tasks;

—  secretly obtain fingerprints, voice, smell and other samples of a person for research;

— use documents necessary for persons detained or arrested in the course of the agency’s activities
under legend;

— use a polygraph in accordance with the procedure established by the Law of the Republic of
Lithuania on the Use of Polygraphs;

— obtain data from the main state and departmental registers, information systems and databases
free of charge in accordance with the procedure established by legal acts;

—  receive information necessary for criminal investigation from individuals and legal entities, except
for information for which a reasoned court decision is required by law;

—  monitor public information disseminated in the media;

— use data from the criminal investigation information system;

— use materials of any type or other marking methods that do not pose a danger to human life or
health, intended for marking various objects in order to separate them from a set of specific objects and
identify them;

— incases provided for by international treaties and legal acts of the Republic of Lithuania, cooperate
with law enforcement agencies of foreign states and international organizations, agencies of the European
Union, provide each other with support, exchange criminal intelligence data and other information.

If there are grounds for conducting a criminal intelligence investigation established by law and
obtaining a sanction from a prosecutor or a court, in addition to the rights specified above, the CCS also
has the right to:

— receive information from business entities providing electronic communication networks and
services, the Bank of Lithuania, financial companies and credit institutions, as well as information stored
by other legal entities, the receipt of which requires a reasoned court decision;

— use technical means in a special manner, conduct secret inspection of postal items and
their documents, control and seizure of postal items, secret control of correspondence and other
communications;

—  secretly enter a person’s home, office and other premises, closed areas, vehicles, as well as conduct
their inspection, take documents, objects, samples of materials, other objects necessary for criminal
intelligence for examination, and examine and (or) mark them without announcing their seizure;

— use methods of collecting criminal intelligence information: controlled transportation, imitation
of a criminal act, surveillance, instructions from law enforcement agencies.

The procedure for exercising these rights is established by the Customs Department.
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In accordance with paragraph 1 of Article 7 “Duties of Criminal Intelligence Subjects” of the Law on
Criminal Intelligence, during criminal intelligence, the CCS:

— ensures the protection of the rights and legitimate interests of the person

—  protects the rights and legitimate interests of secret participants in criminal intelligence and
other persons participating in criminal intelligence activities, and guarantees the confidentiality of secret
cooperation;

— conducts criminal intelligence only in cases where the protection of the interests of an individual
or the state by other means is impossible or difficult;

— terminates the use of methods and means of collecting criminal intelligence information when it
becomes clear that the information about the object of criminal intelligence is not confirmed or the tasks
of criminal intelligence will not be fulfilled;

—  records the information obtained during criminal intelligence and the use of methods and means
of collecting criminal intelligence information in accordance with the procedure established by the main
criminal intelligence institutions;

— carries out internal control of criminal intelligence and ensures the possibility of conducting
external control of criminal intelligence;

— ensures the security of criminal intelligence information;

—  ensures that all criminal intelligence information is collected only for the purpose of performing
criminal intelligence tasks, and the information obtained is used for its intended purpose in accordance
with the procedure established by law.

When conducting criminal intelligence, the CCS cooperates with other criminal intelligence entities,
provides them with support and exchanges criminal intelligence information in accordance with its
competence, capabilities and expediency.

The management of the CCS has established a procedure for internal control over the implementation
of criminal intelligence, in accordance with Article 21 of the Law on Criminal Intelligence.

An important feature of the Lithuanian model is strict governmental and parliamentary control
over the legality of these actions. Prosecutors responsible for the coordination of criminal
intelligence and control over the legality not only authorize certain measures, but also coordinate
their implementation, although recent studies indicate the need to create an independent supervisory
agencies to avoid bias.

Criminal procedural powers of the Lithuanian Customs. The Lithuanian Customs is a full-fledged
subject of pre-trial investigation, as specified in Article 164 of the Criminal Procedure Code of the
Republic of Lithuania.

The Law on the Customs Service of the Republic of Lithuania, in Article 20, defined the rights and
obligations of customs officials authorized to conduct pre-trial investigation and criminal investigation.

According to this law, employees of the Customs Service authorized to conduct pre-trial investigation
and criminal investigation on suspicion of preparation or commission of a criminal act, in addition to other
rights granted to customs officials, have the right to:

—  pursue, detain and deliver persons to the premises of the customs office or other law enforcement
agencies in order to establish their identity, draw up protocols, acts or other documents, as well as inspect
their belongings;

— freely enter the premises of enterprises, institutions and organizations of all forms and types of
ownership during their working hours, and outside of working hours - together with a representative of the
administration of this enterprise, institution or organization, the owner or his representative, open these
premises, as well as vehicles and drive into them;

— demand the submission of documents, computer data carriers or goods for customs inspection,
make copies of documents, copy computer data, affix stamps or seals to the storage places of goods,
documents, computer data carriers, securities and money;

— if there is a suspicion of the presence of prohibited or restricted substances in the internal organs
of a person, order a medical examination to establish this fact;

— detain and inspect persons, goods, documents, detain and inspect vehicles in any place on the
territory of the Republic of Lithuania, as well as outside its borders, when this is provided for by legal acts
of the European Union implemented by the customs authorities, or international treaties of the Republic
of Lithuania;
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In 2025, CCS officers initiated a total of 195 pre-trial investigations into smuggling of goods, illegal
possession of excisable goods, violations of international sanctions, smuggling of firearms, explosives or
strategic goods, drug smuggling, etc.

The largest number of investigations (110) was initiated for smuggling of drugs and psychotropic
substances. Almost all investigations (102 out of 110) were initiated for drugs found in postal items. This
trend of sending small batches of drugs by mail has existed for several years.

Number of pre-trial investigations in 2020-2025: 2020 — 161; 2021 — 202; 2022 — 136; 2023 — 96;
2024 —93; 2025 — 110 (CCS, 2026).

In the context of a full-scale russia-Ukraine War, CCS is conducting investigations into violations
of international sanctions (for example, schemes to circumvent sanctions against the russian federation
and belarus). In 2025, the “defiant” scheme for supplying equipment through Bulgaria and Portugal
was successfully eliminated, which emphasizes the high qualification of the service in cross-border
investigations (Euronews, 2025).

Experience for Ukraine: challenges and opportunities. In Ukraine, customs officers remain civil
servants without full-fledged law enforcement powers. This creates a situation of “low procedural
autonomy” and high dependence on other bodies (the Security Service of Ukraine, the Bureau of Economic
Security, the National Police of Ukraine).

Key elements of the experience of the customs authorities of the Republic of Lithuania for Ukrainian
reforms:

1. Institutional unity: creation within the structure of the State Customs Service of Ukraine of a
specialized unit with the right to conduct criminal intelligence (operational and investigative activities)
and pre-trial investigation.

2. Legislative delimitation: a clear definition in Art. 216 of the Criminal Procedure Code of Ukraine
of the jurisdiction of criminal offenses related to customs matters by the customs service.

3. Qualifications and personnel: introduction of a system of special training for investigators and
employees of criminal intelligence units (operational units) of customs authorities, which includes not
only customs matters, but also in-depth study of criminal law, criminology, criminal process, forensics,
forensic examination, operational and investigative activities (criminal intelligence) and tactics (similar
to the Lithuanian and Polish models).

Conclusions. The experience of the Lithuanian Customs shows that the activities of the CCS, as a
subject of criminal intelligence and pre-trial investigation, are an effective tool for preventing and
combating smuggling and other criminal offenses in the customs sphere. It ensures the protection of the
rights and legitimate interests of the individual, promotes productive interaction of the Customs with other
law enforcement agencies, as well as international customs cooperation in the field of law enforcement.
The main role in this is played by the presence of developed modern legislation, adapted to the standards
of the European Union, and by-laws regulating the organization of the activities of customs authorities
as subjects of criminal intelligence and pre-trial investigation. A study of the experience of the Republic
of Lithuania shows that the effectiveness of the Customs Service as a subject of criminal intelligence and
pre-trial investigation is ensured by clear centralization, a combination of fiscal and law enforcement
functions and broad autonomy of the CCS. For Ukraine, it is useful to implement the Lithuanian model of
digitalization of data exchange and legislatively establish the full status of a pre-trial investigation body
for customs authorities. This will minimize duplication of functions, increase the level of detection of
latent customs offenses and ensure compliance with European Union standards. The results of the study
demonstrate the relevance of analyzing the above sources in order to borrow experience and implement it
for reforming the Customs Service of Ukraine.
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Mema. Cmamms mae na Memi NPOAHANIZYBAMU OP2AHI3AYILIHO-NPABOSI aAcheKkmu OiflbHOCMI Nidpo30inie
mumnuyi Jlumoecokoi Pecnyonixu, ujo 30iicHioons KPUMIHATbHY PO3GIOKY MaA 00CYO008e pO3Cri0y8aHHS, 8UBUUMU
00¢8i0 60pomvOU 3 KOHMPAOAHO0I0 MA THUUMY KPUMIHATLHUMU NPAGONOPYUEHHAMU Y MUMHILL chepi, 3 Memoio
opmyeanns 00TPYHMOBAHUX NPOROIUYITL W00 3MICTIY HOPMATMUBHO-NPABOBUX AKMIE U000 KOMNeMeHYil H08020
niopo30iy YKPAiHCLKOT MUmMHUYL 3 NPABOOXOPOHHUMU (QYHKYIAMU, 6 KOHmeKkcmi Matldymuboeo 3axkony Yrpainu
“IIpo kpuminaivry po3eioxy”.

Memoou. Y cmammi 3a 00nomo20r0 noOPiHAILHO20 AHANIZY BUEYEHO 00C8i0 mumHuyi Jlumoscvkoi Pecnyoniku y
30iliCHeHHI OnepamuHoi ifbHOCMI, KPUMIHATLHOI PO36IOKU Ma 00CY008020 PO3CLIOYBAHHS, 30KpeMd iX 6B HA
epexmuenicmy 3anodieanns ma 60pOMbOU 3 KOHMPAOAHOOI, A MAKONC IHUUMU KPUMIHATLHUMU NPAGONODYULEHHIMU
Yy mumnii chepi. [na ananizy na npuxaadi JIumoecbkoi mMumHuyi GUKOPUCTIOBYEMbC MEMOO MEMAMUYHO20
00CTIOHCEHH S, AKULL BUCBIMIIOE OPeAHI3AYIUHO-NPABOGI acnekmu (YHKYIoHY8anHa Mummnoi KpuminaibHoi cyrcou.
s oyinku eppexmusrnocmi Mumnoi Kpuminanbhoi ciyoscou y 060pomvdi 3 MpaHcKOpOOHHOK 3MOYUHHICIIO
BUKOPUCIOBYIOMbCA MENMOOU eKCHEPMHOT OYIHKI Ma CIMAMUCIMUYHI 0aHi 000 KIIbKOCHI 00CY008UX PO3CIIOY8aHD,
po3novamux y pisHi poku. lcmopuynuti Memoo maxoxc UKOPUCMO8YEMbCA 015 8I0CHEHCEHHS e80NI0YIT cucmeMu
NPABOOXOPOHHUX NiIOPO30iNie JIumoscvroi Mumuuyi 6i0 oamu ii cmeopeHHs 00 Hawux OHIs.

Pesynomamu. Y cmammi 0ocnioscyemvcsi npagosuti cmamyc ma opeanizayiina cmpyknypa Mummoi kpuminaivroi
cayocou Mummnozo Ooenapmamenmy npu Minicmepemei ¢inancie Jlumoscvkoi Pecnyonixu. Ananizyemvcs poiv
ONepamueHo] ma npoyecyarvHol OISLIbHOCHI MUMHUX OP2aHi8 K epekmueHux (opm 3anodicanns ma npomuoii
KOHMPabanoi mampanckopOOHHIU 310YUHHOCTI, 3a0e3neyYeH s IHAHCO801 be3neKuma eqheKmueHo20 6NPoBaAANCEHHS
CaHKYItiHOT nonimuky npomu pociicokoi oepacasu-azpecopa. OcHOBHA Y6aza NPUOLIAEMbCs po3eiidy (QyHKYIL,
npag ma 0008 'a3Kie MUMHOT C1YCOU Y chepi KpUMIHATLHOT pO36IOKU MA 00CY00B8020 pOBCJll()yGaHH}Z 3asznﬂeHux
¥ 3akoHax ma HopmamueHux axmax Jlumoscwkoi Pecnyonixu. IIpoananizogano aumogcekuti 0ocsio peanizayii
NPABOOXOPOHHUX NOBHOBAIICEHb Y PAMKAX (DICKATLHO20 8I00MCTIEA. 3anponoHOBAHO HAYKOGI PeKOMEHOayii uj00o
DPehopmyearts MUMHUX Opeanie Yxkpainu 6 KonmeKcmi €6ponelicbkoi inmezpayii, 30Kpema iIHcmumyyitthol €OHoCmi,
3AKOHOO0ABHO20 POIMENCYBAHHS KPUMIHATLHO-NPOYECYANbHOT 8I0NOGIOATbHOCHI, 4 MAKONC NUMAaHb Keanigikayii
NPayieHUKIe ma wWmamno2o 3a0e3neyeHHs npagooxopPoOHHUX niopo30inis.

Bucnoexu. /locsio Jlumoscoroi mumnuyi ceiouumo, wjo disavricms Mumnoi KpuminaivHoi cyscou, sx cyo 'ekma
KPUMIHATLHOT PO36IOKU MA 00CY008020 PO3CTIOYEAHHS, € ePEeKMUSHUM IHCMPYMEHMOM 3anobieakus ma 60pomvou
3 KOHMpadanoo ma iHWuMU KpUMIHATOHUMU NPAGONOPYUIEHHIMY Y MumHitl cepi. Bona 3abesneuye saxucm
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npas ma 3aKOHHUX [HmMepecie 0cobu, cnpusie npoOyKMUGHIll 63aEMO0il MUMHUYI 3 THUUMU NPABOOXOPOHHUMU
OpP2aHaMU, & MAKOJIC MIJICHAPOOHOMY MUNHOMY CRIgpobimHuymsy y chepi npasooxoponnoi disieHocmi. OcHogHy
POTb Y YboMy 6idiepae HAABHICML PO3GUHEHO20 CYUACHO20 3AKOHOOABCMBA, AJANmMO8aHO20 00 CMAHOAPIE
Eeponeticoroeo Coi03y, ma NiO3aKOHHUX AKMIB, W0 pe2yliol0mb OpeaHizayiio OIIbHOCII MUMHUX OPeaHi8 K
cy0 '€kmig KpUMIHAILHOT po36IOKU ma 00Cy008020 posciidysanns. Jocioxcenns docsidy Jlumoscwkoi Pecnyonixu
C8IOUUMD, WO eqheKMUBHICb MUMHOL CLYHCOU 5K CYO €KMa KPUMIHATLHOT PO36IOKU Ma 00CY008020 PO3CTIOVEAHHS.
3a0e3neyyempCst UimKow YeHmpanizayicto, NOEOHAHHAM (DICKATbHUX | NPABOOXOPOHHUX (DYHKUYIU MA WUPOKOIO
asmonomielo Mumnoi kpuminanooi ciyxcou. s Yipainu KopucHum € 6npoeaodsceHHs AUmMoecvkoi mooeni
yughposizayii 0OMiHy danumu ma 3aK0H00a8ue 3aKPINIeHHA 30 MUMHUMY OP2AHAMU NOBHOYIHHO2O CINATMYCY OP2aAHY
00cy006020 posciidysanns. Lle dozeonume minimizysamu Oyonosanus QyHKyil, niosuwumu pieeHb GUsGLEeHHs.
JAMEHMHUX MUMHUX NPAONOpPYUeHb ma 3adesneyumuy 6ionosionicms cmandapmam €sponeticokozo Coro3y.
Pe3ynomamu 0ocioswcentst 0eMoHCmpyonts AKmyarbHIiCHb AHATIZY GUE3A3HAYEHUX 0XCEPel 3 MemoI0 3aN03UYeHH s
00C8I0y ma 11020 8nPoBaANCeHH s Ot PeOPMYSaAHHS MUMHOL cycou Yrpainu.

KurouoBi ciioBa: mutHa cepa, mpaBooXOpOHHA JisUTbHICTh, MUTHA KpUMiHAJIBHA CITy>k0a, KOHTpabaHa,
€BpOIECHChKA THTETpaLlisl.
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THE ROLE OF INTERNATIONAL ORGANIZATIONS
IN STRENGTHENING REGIONAL SECURITY
AND NATIONAL RESILIENCE

Purpose. The modern system of international relations is characterized by an increase in the number of
complex and interconnected threats that go beyond the traditional understanding of security. Hybrid conflicts,
transnational challenges, regional crises, information and cyber threats significantly complicate the provision
of stability at both the global and regional levels. In these conditions, the concept of regional security, which
is increasingly closely linked to the concept of national resilience of states, acquires special importance.
National resilience is considered as the ability of a state and society to resist external and internal threats,
adapt to crisis situations and ensure the continuity of key political, economic and social processes.
Methods. The study used general scientific and special methods of cognition. Methods of analysis and
synthesis were applied to generalize theoretical approaches to regional security and national stability.
Systemic and structural-functional approaches made it possible to consider international organizations as
key institutional elements of the regional security system. The comparative method was used to analyze the
activities of individual international organizations in the security sphere. The generalization method was
used to formulate the conclusions of the study.

Results. The study substantiates that international organizations play a key role in strengthening regional
security by coordinating the actions of states, forming common security approaches, and responding to
modern threats. It is determined that the activities of international organizations contribute to increasing the
national resilience of states through the development of institutional capacity, collective security mechanisms,
and international cooperation.

Conclusions. The study found that international organizations play an important role in strengthening
regional security, ensuring the coordination of efforts of states, the formation of common security approaches
and mechanisms for responding to modern threats. It is proven that through institutional, regulatory and
cooperative instruments they contribute to increasing the level of national resilience of states, in particular by
supporting institutional capacity, developing collective security and strengthening international cooperation.
Key words: international security architecture, collective security, institutional security mechanisms, crisis
response, strategic stability, hybrid threats, institutional capacity of the state, international cooperation,
peacekeeping.
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Introduction. The transformation of the modern system of
international relations is accompanied by an increase in the number
and complexity of security challenges, which are increasingly regional
and transnational in nature. Armed conflicts, hybrid threats, the spread
of disinformation, cyber attacks, political instability and economic
crises form a new security environment in which states are faced with
the need to revise traditional approaches to ensuring national and
regional security. In these conditions, not only the state’s ability to
defend itself, but also its ability to maintain stability in crisis situations
and effectively adapt to external and internal challenges becomes of
key importance. The concept of national resilience is increasingly
used in scientific and political discourse to characterize the ability of
the state and society to resist complex threats, ensure the continuity of
the functioning of institutions and maintain socio-political stability.
At the same time, the formation of national resilience is impossible
solely at the expense of the state’s internal resources, since most
modern threats go beyond national borders and have a regional or
global dimension. That is why the issues of regional security and
international cooperation are becoming particularly relevant.
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In this context, international organizations act as important institutional entities that ensure the
coordination of actions of states, the formation of common security approaches and mechanisms for
responding to crisis situations. Through collective security instruments, peacekeeping missions, advisory
and technical assistance, as well as norm-setting activities, international organizations play a significant
role in stabilizing the regional security environment. At the same time, their influence is not limited to
the external dimension of security, but also extends to the internal stability of states, in particular through
support for institutional capacity, the development of democratic institutions and crisis management
mechanisms.

The relevance of studying the role of international organizations in strengthening regional security and
national stability is due to the need for a comprehensive understanding of their contribution to the modern
security architecture. This issue is of particular importance in the context of an increasing number of
regional conflicts and crises that require collective decisions and coordinated actions of the international
community. Analysis of these processes allows us to better understand the mechanisms of interaction
between international organizations and states and determine their significance for ensuring stability and
security in the modern world.

The purpose of the article is to comprehensively analyze the role of international organizations in
strengthening regional security and shaping the national resilience of states in the context of modern
global and regional security challenges. The study aims to clarify the significance of international
organizations as institutional actors in ensuring stability, coordinating the actions of states and developing
collective security mechanisms, as well as to determine their contribution to increasing the ability of states
to effectively counteract crises, adapt to transnational threats and ensure the resilience of political and
social institutions.

Methods. In the process of research, general scientific and special methods of cognition were used,
which provided a comprehensive analysis of the role of international organizations in strengthening
regional security and national stability. The method of analysis and synthesis was used to develop
scientific approaches to interpreting the concepts of regional security and national stability, as well as
to generalize theoretical positions on the activities of international organizations in the field of security.
Using a systemic approach, international organizations were considered as elements of an integral
system of international and regional security that interact with national institutions and other subjects of
international relations. The comparative method was used to compare the role and instruments of various
international organizations (UN, NATO, EU, OSCE) in ensuring regional security and supporting the
national stability of states. The method of structural-functional analysis made it possible to determine
the main areas of activity of international organizations in the field of security and their contribution to
the formation of institutional, political and social stability of states. The institutional approach is used
to study the mechanisms of influence of international organizations on the processes of strengthening
security and coordinating the actions of participating states in the regional dimension. The method of
generalization and scientific interpretation is used to formulate conclusions regarding the importance of
international organizations in the modern architecture of regional security and their role in increasing
national resilience in the face of growing global and regional threats.

Results. In the modern theory of international relations, regional security is considered as a complex
multidimensional phenomenon that is formed under the influence of political, military, economic and
social processes within a certain geographical space. In contrast to the classical state-centric approaches
to security, which focused mainly on military confrontation and the balance of power, the regional
dimension of security emphasizes the interdependence of states, the commonality of threats and the need
to coordinate efforts at the supranational level. This approach is due to the fact that most modern threats
— armed conflicts, hybrid influences, migration crises, transnational crime — have a clearly expressed
regional character and cannot be effectively neutralized solely by the efforts of an individual state. The
theoretical understanding of regional security is based on various scientific approaches, among which the
concept of regional security complexes occupies an important place. It proceeds from the fact that security
interactions between states are concentrated mainly within regions where the level of mutual influence
and interdependence is the highest. In this context, the security of each state is closely linked to the
security of its neighbors, and regional instability can quickly transform into internal crises of individual
countries. Therefore, regional security appears not as the sum of national security, but as a holistic system
of interconnected interests and risks (Cull N. J., 2019).
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In parallel with the development of the regional approach, the concept of national resilience is being
formed in scientific discourse, which is used to characterize the ability of the state and society to withstand
crises, adapt to dynamic changes and recover from destabilizing influences. National resilience is an
interdisciplinary category that combines elements of security, political, social and management research.
It covers not only the military component, but also institutional capacity, the effectiveness of public
administration, social cohesion and trust in public institutions.

An important feature of the modern security environment is the close relationship between regional
security and national stability. Regional conflicts and crises directly affect the internal stability of states,
weakening their institutions and reducing the level of public trust. At the same time, states with a low level
of national stability can act as sources of regional instability, spreading threats beyond their own borders.
Thus, ensuring regional security and building national stability should be viewed as interconnected and
complementary processes. In this context, the role of international organizations, which act as institutional
mediators between the national and regional levels of security, becomes particularly important. They
create regulatory and coordination frameworks for cooperation, contribute to the harmonization of the
interests of states and the formation of common approaches to responding to threats. It is through the
activities of international organizations that regional security is institutionalized and national stability of
states is supported in a complex and dynamic international environment.

In the modern architecture of international security, international organizations play a key role as
institutional actors that ensure the coordination of the actions of states in the field of maintaining peace
and stability. Their activities are determined by the objective need for a collective response to threats that
by their nature go beyond national borders and have a regional or transnational dimension. It is within
the framework of international organizations that common approaches to security are formed, conflict
prevention mechanisms are developed, and cooperation between states is institutionalized.

The architecture of regional security is based on a combination of the global and regional levels, where
both universal and regional international organizations play a leading role. The United Nations is the central
element of the global security system, providing the regulatory and legal foundations of international peace
and security and defining the general principles of interaction between states in this area. At the same time,
regional organizations complement the activities of the UN, adapting security mechanisms to the specifics
of individual regions and ensuring a more efficient response to crisis situations (Fedasiuk R., 2020).

Aspecial place in the regional security system is occupied by organizations such as NATO, the European
Union and the OSCE, whose activities are aimed at maintaining stability in the European region. NATO
performs the function of collective defense and deterrence, providing military-political guarantees of the
security of member states and partners. The European Union, in turn, forms a comprehensive approach to
security, combining military, civilian, economic and institutional instruments, which allows us to consider
security as a multidimensional process. The OSCE focuses on preventive diplomacy, arms control, the
protection of human rights and the development of trust between states, which are important elements of
regional stability.

An important characteristic of the modern architecture of regional security is the multilevel nature and
interaction of various institutional formats. International organizations do not operate in isolation, but are
in constant interaction with each other and with national governments, which allows them to coordinate
political decisions, avoid duplication of efforts and increase the effectiveness of security measures
(Nazaruk Z., 2021). Such interaction contributes to the formation of a common vision of threats and ways
to neutralize them at the regional level. In the context of modern challenges, international organizations
are increasingly performing not only the functions of responding to conflicts, but also the task of ensuring
long-term stability. By developing cooperation mechanisms, supporting security reforms and contributing
to strengthening the institutional capacity of states, they are becoming important elements of the regional
security architecture. Thus, international organizations act not only as instruments of collective action, but
also as structural components of the modern system of regional and international security.

Itis advisable to consider the mechanisms of influence of international organizations on regional security
as a complex of interconnected instruments — from norm-setting and diplomatic mediation to peacekeeping
operations, crisis response, and post-conflict stabilization. The first group of mechanisms is regulatory
and legal regulation and the creation of collective response procedures. The universal “constitutional”
basis for the interaction of the global and regional levels of security is Chapter VIII of the UN Charter.
It directly recognizes the existence of regional arrangements/agencies for the maintenance of peace and
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security and encourages the peaceful settlement of local disputes through regional mechanisms (Article
52), and also determines the conditions for the application of coercive measures: regional organizations
can carry out coercive actions only under the authority of the UN Security Council (Article 53) and must
inform the UN Security Council of the relevant measures (Article 54).

In practice, this creates a basis for the legitimization of decisions in the field of regional security and
at the same time sets the framework for responsibility and accountability, which is important for trust
between states and for the “linkage” of regional initiatives with the global peacekeeping system.

The second group of mechanisms is the division of functions between international organizations
(task-sharing): when universal and regional institutions coordinate roles in conflict prevention, mediation,
operations and recovery. Studies on the interaction of the UN with regional institutions emphasize
that regional organizations can “unload” global structures and enhance participation and consensus on
security issues, as well as act as an instrument of cooperation and delegation within the broader system
of maintaining international peace. Importantly, the practice of applying Chapter VIII itself indicates: the
Security Council can encourage regional initiatives for peace settlement, authorize enforcement measures
and support regional peacekeeping operations, forming a multi-level model of security management.

The third group of mechanisms is early warning, prevention and mediation, that is, tools aimed at
preventing escalation. An illustrative example is the OSCE, where early warning, conflict prevention
and crisis management are defined as one of the organization’s focuses, and there is also a generalized
“compendium” of relevant mechanisms and procedures. Institutionally, these functions are supported, in
particular, by the OSCE Conflict Prevention Center, which directly outlines its role in supporting early
warning, conflict prevention, crisis management, mediation, risk reduction and post-conflict rehabilitation.
In the context of regional security, it is preventive mechanisms that are of particular value, as they allow
operating in the “gray zone” between peace and open conflict, reducing the cost of further settlement and
limiting the spread of instability to neighboring states.

The fourth group of mechanisms is operational crisis response tools, which include military and non-
military measures. For NATO, crisis prevention and management is defined as one of the fundamental
security tasks; it can encompass “military and non-military measures” before, during and after conflicts
and is implemented on the basis of the experience of crisis operations, procedures and the Alliance’s
integrated command structure; decisions on involvement are made by consensus.

At the same time, NATO explicitly emphasizes the possibility of interaction with other organizations
(UN, EU, OSCE, etc.) in combined missions and operations, which is a practical manifestation of inter-
institutional coordination in the regional security architecture. In addition, NATO conceptualizes an
“integrated approach” to crises as a combination of political, civilian and military instruments and the need
for coordination with other actors, emphasizing that military means alone are not sufficient. A similar logic
is inherent in the EU through the Common Security and Defence Policy (CSDP): it is positioned as an
instrument for conflict prevention, crisis management and international peacebuilding, involving civilian
and military resources. Official EU materials also specify the “package” of tasks of missions/operations
(humanitarian and rescue tasks, conflict prevention, crisis management tasks, post-conflict stabilisation,
etc.) and emphasise the external nature of such missions and operations (Cull N. J., 2008, c. 47).

The fifth group of mechanisms is post-conflict recovery/rehabilitation and institutional capacity
building as the basis for long-term security. The OSCE, in describing the functions of its Conflict
Prevention Center, directly includes post-conflict rehabilitation and peacebuilding in the scope of tasks.
The EU within the framework of the CSDP additionally emphasizes the “integrated approach” to external
crises — the coordination of diplomatic, aid and other policy instruments for a “tailor-made response”,
as well as the use of civilian missions, in particular to support law enforcement/judicial reforms in post-
conflict regions.It is this block of mechanisms that directly links regional security with national resilience:
resilience is strengthened through high-quality institutions, the state’s ability to provide basic services,
maintain law and order and manageability in stressful conditions. The accountability and information
support mechanism, which ensures the continuity of interaction between security levels, requires special
attention. The UN Charter requires that the Security Council be informed “at all times” of the activities of
regional peace and security mechanisms (Article 54).

This is not only a legal requirement, but also an element of risk management: regular awareness and
coordination reduce the likelihood of parallel, uncoordinated actions that could exacerbate conflicts or
create competition for mandates between organizations.
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International organizations influence national resilience primarily through supporting institutional
capacity and governance quality. The UNDP approach is illustrative, where country resilience is linked
to the ability to anticipate and prepare for shocks, which depends on the technical capabilities of the
“first line” response institutions, the functioning of state systems and broader governance structures that
“set the rules of the game”. It also emphasizes that effective anti-crisis policy requires a combination
of institutional qualities (effectiveness, adaptability, stability) with the principles of good governance
(participation/inclusion, non-discrimination/equality, rule of law/accountability), and it is this combination
that strengthens the legitimacy and viability of crisis solutions.

In practice, this means that international organizations build resilience not only “through resources”,
but through rules, standards and approaches to governance that are embedded in state institutions and
procedures.

The second key dimension of resilience is civil preparedness and the ability to ensure the continuity of
government and the provision of basic services. In NATO’s approach, resilience is defined as the individual
and collective ability to prepare for, withstand, respond to and recover rapidly from shocks and disruptions,
and civil preparedness is explicitly named as a central pillar of resilience and a critical factor in collective
defence. NATO also formulates three “core functions” of civil preparedness: continuity of governance,
continuity of vital services for the population and civil support for military operations, which leads to a
practical idea: national resilience is about the ability of a state not to “stop” under the pressure of crises.

This approach is important for the article because it demonstrates that international organizations
strengthen the resilience of states not only through military instruments, but also through requirements
and assessments of civil preparedness and the protection of critical areas.

The third area of contribution of international organizations is support for security sector reform as a
tool for long-term resilience. The European Union, in its materials on Security Sector Reform, directly
links instability to the lack of an effective and accountable security system and emphasizes that support for
partner countries’ reforms is aimed at peace and stability, state-building, democracy, the rule of law and
human rights. It is important that democratic civilian control and oversight, transparency of procedures,
integration of the security sector budget into the overall budget process and involvement of civil society
are mentioned among the principles.

Thus, international organizations contribute to stability not only through “strengthening force
capabilities”, but also through institutional guarantees of accountability and “rules of the game” in the
security sector, which reduce the risks of internal destabilization, corruption and loss of trust.

The fourth mechanism is targeted capacity building at the institutional and personnel levels. The
Defense Security Cooperation University/[SG materials emphasize that no country can effectively protect
itself if it is “eroded” by destabilizing influences, including the loss of critical infrastructure, supply
chain disruptions, and disinformation campaigns; and resilience is defined as the key to the ability to
deter, resist, and recover from shocks. The same materials emphasize the partners’ problems: the lack of
legislation, leadership, “whole-of-society” interaction mechanisms, and risk management practices—that
is, those “weak spots” where international organizations’ programs are often targeted.

Additionally, the EU in its “Strategic Compass” explicitly states its intention to invest in partners’
resilience and strengthen cooperation with NATO in countering hybrid threats, foreign information
manipulation, and securing cyberspace. This is an important argument: international organizations build
resilience as a long-term policy of “partnerships and standards”, not as one-off measures (Callahan W. A.,
2016, c. 232-235).

The fifth dimension is supporting conflict prevention and peacebuilding, which directly strengthens
national resilience by reducing the risks of escalation and restoring trust in institutions. UNDP defines
peacebuilding as working with the full “crisis cycle” — from early warning to long-term recovery — with a
focus on strengthening institutions and services, access to justice and restoring trust in governance; it also
mentions supporting the development of national prevention strategies that help governments identify
risks early and coordinate responses.

Within the UN system, the Peacebuilding and Peace Support Office (PBPSO) is described as an
institution that strengthens coherence within the UN system and with partners in support of nationally-
led efforts to “build and sustain peace”, and also administers the Peacebuilding Fund. This allows us to
logically emphasize that “resilience” in the national dimension is not limited to defense, but includes
social cohesion, rebuilding trust, inclusiveness and the ability to resolve conflicts without violence.
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Finally, an important component of national resilience is the preservation of public trust and the stability
of the information space (Huang Z. A., 2021). This is why international organizations are increasingly
including tools for countering hybrid threats and strategic communications in their activities. In the
“Strategic Compass”, the EU directly links partnerships to the need for joint responses to threats and
records the intention to deepen cooperation with NATO on crisis management, information exchange,
countering hybrid threats, foreign information manipulation and securing cyberspace.

For its part, NATO emphasizes a “comprehensive approach” to crises, which combines political, civilian
and military tools and the necessary coordination with other actors, and also recognizes the importance
of strategic communications in a comprehensive response. As a result, international organizations support
national resilience not only through “force” and institutional components, but also by strengthening the
ability of states and societies to resist destabilizing information influences and maintain control in a crisis.

Although international organizations provide a framework for regional security and support national
resilience, their effectiveness depends critically on the political will of member states, their mandates,
decision-making procedures, resources, and the quality of coordination. These factors manifest themselves
differently in different regions, which leads to uneven effects from the organizations’ activities.

One of the key challenges for regional organizations is their procedural reliance on unanimity or
consensus, which makes it difficult to respond quickly to crises.

A prime example is the OSCE, where decisions must be made by all 57 participating states on the
basis of the principle of consensus, defined as “no objections” to a decision. While this principle enhances
the legitimacy and politically binding nature of decisions, it also allows one state to block decisions on
activities, appointments, or budgets. In public discussions, the participants themselves emphasize that
consensus can be “abused” and have an obstructive effect (in particular, preventing decisions or closing
field operations).

A similar type of restriction is characteristic of the EU in the field of CSDP, where decisions on the
Common Security and Defense Policy are generally adopted unanimously in the EU Council, which is
directly enshrined in the relevant provisions of the founding treaties. This strengthens policy coherence,
but potentially reduces efficiency and increases the “price of compromise” when launching missions or
expanding mandates. [europarl.europa.eu], [consilium.europa.eu]

For most regional formats, the problem of legal legitimacy of coercive actions is critically important.
The UN Charter (Chapter VIII) stipulates that regional arrangements may engage in peacekeeping, but
enforcement measures under the auspices of regional mechanisms are possible only with the authorization
of the UN Security Council, and the UN Security Council must be constantly informed of relevant
activities. This creates a structural dependence of regional initiatives on the political dynamics in the
Security Council, as well as on the coherence of the positions of key actors on issues of mandating and
monitoring implementation.

In practical terms, this means that even with regional readiness to act, political disagreements in the
process of mandating and monitoring can significantly limit the speed and scope of the response, which is
separately emphasized in the analysis of the interaction of the Security Council with regional organizations
(mandating, strategic disagreements, political alignment and operational coordination).

Another limitation is the disparity in mandates and capabilities of different international organizations
and regional structures. Comparative reviews emphasize that regional organizations differ significantly
in their capabilities (from conflict prevention to post-war reconstruction), and their real effectiveness
depends on institutional maturity and resources.

The example of the OSCE additionally shows that the effectiveness of the toolkit can be limited not
only by political factors, but also by resource constraints, as well as by the lack of political will to fully
use the available tools. Under such conditions, organizations are forced to either narrow their activities or
act selectively, which affects the sustainability of security outcomes.

In a multi-level architecture of regional security, coordination between organizations, avoiding
duplication, and harmonizing doctrines/approaches become a significant challenge. Analytical materials on
the interaction of the UN Security Council with regional organizations highlight operational coordination,
resource issues, as well as doctrinal differences and ‘“complementarity/comparative advantage” as a
separate problem as a constant point of tension in joint approaches.

For NATO, the coordination aspect is also an important element of crisis management: the Alliance
provides for interaction with other international organizations (UN, EU, OSCE, etc.) in combined missions,
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but decisions on involvement are made by consensus and in each case separately, which adds political
“inertia” to inter-institutional formats.

Even when organizations have developed monitoring, early warning and prevention tools, the transition
from risk diagnosis to timely action becomes a problem. For the EU, this challenge is recorded as one of the
“cross-cutting” factors that can hinder the effectiveness of missions and operations: among the problems
mentioned, in particular, are the gaps between early warning and early action, as well as resource barriers
and differences in the positions of states on the use of force (Nguyen M. T. 2025).

The OSCE has developed early warning and crisis management mechanisms, but their full application
in practice is closely tied to the political agreement of the participating States and the procedural framework
of the organization.

An additional limitation is the difficulty of maintaining a balance between pragmatic security goals and
the value dimension, especially in the context of aggravating geopolitical conflicts. Political assessments
of the evolution of CSDP emphasize that the shift in priorities towards “narrowly security” approaches
can weaken the primary democratic/governance components of missions and operations. In parallel,
analyses of CSDP activities separately highlight the issue of democratic oversight and accountability
as one of the criteria for assessing the success of missions, which also affects the public legitimacy of
security decisions.

Conclusions. Thus, the constraints on the activities of international organizations in the regional
dimension are mainly institutional and political in nature: (1) procedural blockages (consensus/unanimity),
(2) mandate/legal frameworks for coercion, (3) resource shortages and asymmetry of capabilities, (4)
coordination problems, (5) the gap between early warning and early action, (6) the tension between
pragmatic security and values/accountability.
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Mema cmammi nonseae y 6ce0iyHOMy aHANI3I PONI MINCHAPOOHUX OpeaHizayiul y 3MIYHeHHi pecioHanbHOT
besnexu ma (opmyeaHHi HAYIOHATLHOI CMIUKOCMI 0epicag Y KOHMEKCMi CYUACHUX 2100AIbHUX | PeLiOHAIbHUX
Oe3nexkosux GuUKUKie. Y medcax docniodcenus nepedbauacmucs 3’ ACy8amu 3HAUEHHS MidICHAPOOHUX OpeaHi3ayill
AK THemumyyitiHux cy0’ekmie 3a6e3neventss cmadinibHOCmi, KOOpOuHayii Oitl 0epocas ma po3eumKy Mexauizmie
KOeKMUBHOI Oe3nexu, a makodxc UHAYUmu ixuill 6HeCOK Y NIOBUUYEHHSI CHPOMONCHOCHI] 0epiicag e(hexmugHo
npOMuUQiAmu Kpusam, a0anniys8amucs 00 mpaHCHAYIOHAIbHUX 3a2po3 i 3a0e3neyyeamu CmitKicmb HOTIMUYHUX Ma
CYCRITbHUX THCTUMYMIG.

Memoou. Memooonozciuny ocrogy 00CIIONCeHHS CHIAHOGTAMY 3A2ATbHOHAYKOG] A CReYiabHI Memoou nisHaAHH,
Wo 003601UNU KOMIIEKCHO NPOAHANIZY8AMY POlb MINCHAPOOHUX OP2aHi3ayill y 3MiYHEHHI pecioHanbHOI besnexu
ma gopmyeanni HayionanvHoi cmitikocmi Oepaicas. Y npoyeci pobomu 3acmoco8aHO Memoou ananizy ma
CuHmesy Ol Y3aealbHeHHs MeopemuyHux nioxo0ig 00 pe2ioHalbHOI Oesneku 1l HAYIOHATbHOI cmilikocmi ma
cucmemamu3ayii HayKogux no2iadie Ha OiANbHICMb MidDCHAPOOHUX opeaHizayili y cpepi Gesnexu. CucmemHuil
i cmpyKkmypHOQYHKYIOHATbHULL NIOX00U BUKOPUCMAHO 05 PO32NA0Y MIJICHAPOOHUX OP2AHI3AYIll K CKAAO0BUX
bacamopieHesoi apximexnypu pe2ioHanbHol Oe3neKu ma USHAUeHHs iX QYHKYil y niOmpuManui cmadiibHOCmi
u cmitikocmi. IlopieHsibhuil Memood 003601U8 3iCMABUMU THCHIPYMEHMU Ma NPAKmuKy OIbHOCHT OKpeMux
MIDICHAPOOHUX opeanizayiil y cepi besnexu, a IHCMUnyyilHul nioXio — nPOAHANI3Y8amMY MeXAHI3MU IX NIUEY HA
opmysanns Hayionanbrol cmitikocmi Oepaicas. Memoo y3aeanbHenHs 3acmoco8ano Ons QOpMyn08aHHs GUCHOBKIE
i BUBHAUEHHSA KTIOYOBUX MEHOEHYIl PO3GUMKY CYUACHOI pecioHanbHoi Oe3nex.

Pesynomamu. Y pesynomami npogedenozo 00CrioNcents 6CMAHOBIEHO, Wo MIJICHAPOOHT opeanizayii gidieparoms
CUCTEMOYMBOPIOIOY POTb Y 300e3NeYeHH] PeiOHAIbHOI Oe3neku ma (QopMySaHHi HAYIOHATLHOI CMIUKOCHI
0epaIcas y CyuacHux ymosax 21ooaivHoi HecmabinoHocmi. Ananiz meopemuuHux nioxoois i npakmux ix QisibHOCMI
3aC8I0YU8, U0 PElOHAIbHA Oe3neKd ma HAYIOHATbHA CIILKICb € 83AEMON08 A3AHUMY KAME20PIAMU, PO3GUIMOK
AKUX 8100Y8aembCst 8 Medcax bazamopieHesoi apXximekmypu MidCHapoOHoi Oesnexu. JJogedeHo, ujo MidCHAPOOHI
OpeaHizayii GUCHTYNAMb THCIMUMYYIIHUMU NOCEPEOHUKAMU MINC 2T00ATbHUM T pe2iOHATbHUM pigHAMU De3neKu,
3a0e3neuyioull y32000iCeHHs IHMepecie 0epiucas, GUPOOIEHHS CRITbHUX HOPM I Pedni3ayilo KONeKMUBHUX MeXAHI3MIE
peazyéanns, Ha pezionanvhi 3azposu. Ixus OisnbHicmv cnpuse incmumyyionanizayii 6e3nexoeoi e3aemooi,
SHUMNCEHHIO PIGHS KOHQIIKMHOCHI ma NIOSUWEHHIO Nepeddauy8anOCHi MINCHAPOOHUX GIOHOCUH Y PeLiOHATbHOMY
guMipi. Bemarnosneno, wo 6nuue MidCHapOOHUX Op2aHi3ayill Ha PeLioHAIbHY De3neKy PeanizyemvCs uepes KOMNIEKe
83AEMO0ONOBHIOBATILHUX MEXAHIZMIB, 30KpeMd HOPMOMEOPHY OiAIbHICMb, NpPeseHyilo KoHGikmis, Kpuszoge
peazysants, MUpomeopui onepayii ma nOCMKOHGIKMHY cmadinizayito. 3acmocysanHs yux iHcmpymenmig 003604e
He Juuie peazysamil Ha 8ice HAAGHI 3a2po3u, a U popmysamu yMosu 0t 0620CMPOK06oi CMaditbHOCMI 6 Pe2iOHAX.
O6IpyHmMosamo, wjo 6HECOK MidCHAPOOHUX Opeanizayitl y Qopmyeants HayioHanbHOI cmilikocmi depicas nonsieac
Hacamnepeo y Ni0GUUWEHHT THCIUMYYIIHOT CNPOMOJICHOCTI, PO3BUMKY YUBLIbHOI 20moHOCmi, niompumyi pegopm
cexmopy be3nexu ma 3MiyHeHHi cucmem Ynpagiinua kpusamu. Yepes cmanoapmu, KOHCYIbIMAMUGHY NIOMPUMKY,
HABUANbHI NpOpaMU MA ONepayitini Micii MINCHAPOOHI opeaHizayii cnpusioms adanmayii depoicag 00 CyuacHux
2IOPUOHUX | MPAHCHAYIOHATLHUX 3a2po3. Buseneno, wo egexmusnicms JisibHOCMI MIJICHAPOOHUX Op2aHi3ayiil y
DeCIOHANLHOMY GUMIDT CYMIMEBD 0OMENCYEMBCS NOTTMUKOTHCIMUMYYIIHUMU YUHHUKAMUY, 30KPEMA KOHCEHCYCHUMU
npoyedypamu YX6aieHHs PiuieHb, MAHOAMHUMY 0OMENHCEHHAMU U000 NPUMYCOBUX Oill, PeCYPCHUMU OUCOANAHCAMU
ma npoonemamu  MINCIHCIUMYYIHOT KoopouHayii. L[i oOMedceHHs: 3YMOGNI0Mb  HEPIGHOMIPHICHb  6NUGY
MIDICHAPOOHUX Op2aHI3ayill y PISHUX PeLiOHAX | 3HUICYIOMb ONEPANMUBHICHIb Peacy8anHs HA KPU306i cuntyayii.
Y3acanvnenns  pesynomamie  0ocniodcenns 00360MUN0  Oilimu  GUCHOBKY, WO NIOBUWEHHS eeKmugHoCmi
pecioHanbHOL be3nexu ma HayioHANLHOL cmitikocmi nompedye no0aIbu020 B00CKOHANEHHS MEXAHIZMIE 83AEMOO0TT
MIDICHAPOOHUX OPeaHI3ayill, PO3BUMKY SHYUKUX hopmamie cnignpayi ma nocunenHs KoOpOUuHayii Misc n1o0atsHumu
i pecionanvrumu incmumyyismu. Came komniexcHul ma 6azamopieHesuii nioxio 0o 6e3nexu cmeoproc nepeoymosu
018 CMILIKO20 (PYHKYIOHYBAHHS OEPIUCAB | PE2IOHI8 Y CYUACHOMY MIJICHAPOOHOMY CepeoosULyi.

Bucnosxu. llpogedene 0ocniodcents niomeepouno, wjo 8 ymosax 21o0aivbHoi HecmabitbHocmi pe2ioHanvha besnexa
ma HAYioHaNbHA CIMILKICMb 0epocas (opMyIombCs 8 MICHOMY 63A€M038 3Ky ma dedali Oiiviue 3anexcams 6io
epexmuenocmi  dianvHocmi  MidicHapoonux opeaizayiu. Cyuacha cucmema MixcHapooHoi besnexu Hadysae
bacamopieHeso20 xapakmepy, y Mexcax SK020 came MIJNCHAPOOHI opeanizayii 3adesneuyioms iHcmumyyitine
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NOEOHAHHS 2100AIbHO20, PeCIOHANbHO20 MA HAYIOHATbHO20 6UMIDIE besneku. Bcmanosneno, wjo MidcHApoOHi
opeanizayii 6idiepaioms K408y poib y IHCMUmMyyioHanizayii pecionanvHol besnexu, Gopmyouu CRiibHi HOpMU,
Mexawizvu KoopouHayii ma KoleKmugHi nioXoOu 00 peazyeanHs HA pe2ioHanbHi 3aeposu. Ixus Oisnbmicmo
CIPUSIE 3HUICEHHIO DIGHS KOHIIKMHOCTI, NIO8UWeHHIO Nepeddayy8anocmi MzofCHapodHux npoyecie i 3MiyHeHHIO
cmaoineHocmi 6 okpemux pecionax. Jlogedeno, o 6Hecox Ml:)fcnapoéﬂux opeanizayiil y popmyeans HayioHaIbHOT
CmilKocmi 0epaicag noafeae He auue 8 Kpuzoeomy peazyeanti, a il y 00820CMpoK08oMY NIOUWEHHT THCIMUMYYitiHOT
CIPOMOJICHOCTE, PO3GUMKY YUBLIbHOI 20mOSHOCHI, niompumyi pegpopm cekmopy 6esneku ma 600CKOHATEHHI
cucmem YAPAGNiHHA pusukamu. Yepes HOpMamueHi, KOHCYIbMAMUGHI, ONEPAYiliHi Ma HABYANbHI IHCHPYMEHMU
MIDICHAPOOHT opeanizayii cnpusioms adanmayii 0eprcas 00 iOPUOHUX | MPAHCHAYIOHATLHUX SUKIUKIE CYUACHOT
besnexoeoi peanvocmi. Boonouac 3’scoeano, wo egexmugHicms OILIbHOCMI MINCHAPOOHUX OpeaHizayiil y
DeCIOHATLHOMY GUMIPI ICHIOMHO 0OMENCYEMbCS NONIMUKOTHCMUMY YIIHUMU YUHHUKAMY, cepeod SKUX nposione micye
nOCiOaiomy KOHCEHCYCHI NpoYedypu YX8ALeHHs PiuteHb, MaHOAMHI 0OMENCeHHS W00 3ACMOCYBAHHSL PUMYCOBUX
3ax00i8, HePIGHOMIPHICMb PecyPCHO20 3abe3nedenHs ma npooiemu MidciHemumyyiuHoi koopounayii. L]i pakmopu
3YMOGIIOIOMb ACUMEMPII0 GNIUSY MIJICHAPOOHUX OPeAHi3ayill y PISHUX Pe2IOHAX [ 3HUICYIOMb ONepamueHicmy
peazysanns Ha Kpu3oei cumyayii. YsacanvHenus pe3yibmami 00CRiONCeHHS 0036011€ OiMU BUCHOBKY, WO
no0abule NOCUNEHHs PeciOHATbHOI De3neKu ma HAYioHANbHOT CIMILIKOCmI nompedye 800CKOHANECHHSL MEXAHI3MIB
83AEMOOTT MIJICHAPOOHUX OP2AHI3AYIll, PO3GUMKY HYUKUX (opmamie cnienpayi ma niduujeH s PigHs KOOpOUHAyii
Midic 2nobanbHuMuy Ui pecionanbrumy incmumyyiamu. Kovniexchuil, bacamopienesutl i iHCIMUmyyitHo y32000iceHull
nioxio 00 6esneku € KIoU080K NepedymMosoi0 CMAOIIbHOZ0 PO3GUMKY 0epICaAs | Pe2ioHi6 Y CYHACHIll cucmemi
MIJICHAPOOHUX BIOHOCUH.

KuorouoBi ciioBa: apxitekTypa MiKHApOJHOI O€3MeKH, KOJEKTHBHA Oe3MeKa, IHCTUTYLIHHI MEeXaHi3MH
Oe3rexu, pearyBaHHs Ha KpH3H, CTpaTeridyHa cTabinbHICTh, FOpHAHI 3arpo3H, IHCTUTYLHHA CIPOMOKHICTb
JeprKaBH, MDKHAPOIHE CIIiBPOOITHUIITBO, MUPOTBOPYA JiSIIbHICTS.

CTarTs MOMINPIOETHCS Ha Jlata mepuroro HaaXomKeHHS cTaTTi 4o BumaHus: 31.03.2026
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TRADE POLICY OPENNESS AND SUSTAINABLE
DEVELOPMENT OUTCOMES: A QUANTILE REGRESSION ANALYSIS

Purpose. This study examines the heterogeneous effects of trade policy openness on sustainable development
outcomes across the conditional distribution of country performance. While existing literature has established
a positive aggregate relationship between globalisation and development, limited attention has been paid to
the distributional heterogeneity of trade regulatory frameworks’ effects on specific Sustainable Development
Goals (SDGs), particularly those most directly linked to trade and customs regulation: SDG 8 (Decent Work
and Economic Growth), SDG 9 (Industry, Innovation, and Infrastructure), and SDG 17 (Partnerships for the
Goals).

Methods. The study employs panel quantile regression on a dataset covering 167 countries over the period
2001-2023. Trade policy openness is operationalised through the KOF Trade Globalisation de jure index,
which captures customs duties, trade taxes, regulatory trade barriers, and trade agreement coverage. The
de facto trade globalisation index is included simultaneously to disentangle policy architecture effects from
actual trade flows. Controls include governance quality (Worldwide Governance Indicators), GDP per
capita, and population size. All independent variables are lagged by one year to mitigate reverse causality.
Results. The findings reveal three distinct patterns. For SDG 9, trade policy openness exerts a strong, positive,
and remarkably uniform effect across all quantiles (coefficients ranging from 0.089 to 0.115), while de facto
trade flows show no independent effect. This suggests that the regulatory architecture of trade, including
customs facilitation and barrier reduction, is the primary channel through which trade engagement advances
industrial and innovative capacity. For SDG 8, the effect is asymmetric: trade policy openness significantly
benefits countries at the top of the performance distribution (090: 0.050) but not at the median. For SDG
17, a non-monotonic pattern emerges, with negative effects at lower quantiles and positive effects at upper
quantiles.

Conclusions. The results demonstrate that trade policy frameworks, rather than actual trade volumes,
constitute the primary mechanism linking international economic engagement to progress in sustainable
development. The findings have direct implications for customs administrations. streamlining trade regulatory
environments and deepening trade agreements can yield measurable gains in industrial development
outcomes, particularly for lower-income economies, where the marginal effect of policy openness is largest.

Key words: trade policy openness, international trade, Sustainable Development Goals, quantile regression,
customs regulation, KOF Globalisation Index, trade liberalisation, income heterogeneity.
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Introduction. The 2030 Agenda for Sustainable Development
recognises international trade as a critical means of implementation
for achieving the Sustainable Development Goals (SDGs). Trade
policy openness, encompassing customs tariff regimes, regulatory
trade barriers, and the depth and coverage of trade agreements, shapes
the conditions under which economies can harness international
exchange for development gains. Yet the empirical relationship
between trade regulatory frameworks and specific SDG outcomes
remains surprisingly underexplored, particularly with respect to
the heterogeneity of this relationship across different levels of
development performance.

A growing body of literature examines the globalisation—
development nexus using composite indices (Dreher, 2006; Gygli
et al., 2019), but most studies treat globalisation as a monolithic
phenomenon, aggregating trade, financial, social, and political
dimensions into a single measure. The critical distinction between
de jure globalisation (policy frameworks, including customs
regimes and trade agreements) and de facto globalisation (actual
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flows of goods, capital, and people) introduced by Gygli et al. (2019) has been applied to GDP growth,
environmental outcomes, and shadow economies (Bataka, 2019; Leal et al., 2021; Berdiev et al., 2023),
but not systematically to multidimensional SDG performance.

This paper addresses three gaps in the existing literature. First, it isolates the trade policy dimension
of globalisation, which directly reflects customs and regulatory frameworks, from aggregate globalisation
measures. This is particularly relevant for customs administrations seeking evidence-based guidance on
whether trade facilitation reforms translate into measurable development gains. Second, it simultaneously
estimates the effects of de jure (policy architecture) and de facto (actual trade flows) dimensions, enabling
a direct comparison of whether it is the regulatory environment or the volume of trade that drives SDG
progress. Third, it employs panel quantile regression (Koenker and Bassett, 1978; Koenker, 2004) to
examine whether trade policy openness has differential effects across the conditional distribution of SDG
performance, rather than focusing solely on the conditional mean.

The analysis focuses on three SDGs most directly linked to trade and customs policy: SDG 8 (Decent
Work and Economic Growth), which captures labour market outcomes and economic dynamism; SDG 9
(Industry, Innovation, and Infrastructure), which reflects productive capacity and technological capability;
and SDG 17 (Partnerships for the Goals), which measures international cooperation and policy coherence.
Using a panel of 167 countries over 2001-2023, the study draws on the KOF Globalisation Index (Gygli
et al., 2019), the Sustainable Development Report (Sachs et al., 2024), and the Worldwide Governance
Indicators (Kaufmann et al., 2010).

The remainder of the paper is organised as follows. Section 2 reviews the relevant literature. Section
3 describes the data and methodology. Section 4 presents the results, including baseline OLS estimates,
quantile regression findings, and income-group heterogeneity analysis. Section 5 concludes with policy
implications for customs administrations and trade policymakers.

Literature Review. Globalisation, trade openness, and development. The empirical investigation
of whether globalisation promotes economic development has a long history. Dreher (2006) introduced
the original KOF Globalisation Index and found a positive association between overall globalisation and
economic growth. Potrafke (2015) provided a comprehensive survey showing that globalisation generally
promotes growth, though with heterogeneous effects depending on institutional quality and income
levels. The major methodological advance came with Gygli et al. (2019), who revised the KOF Index
to decompose each dimension into de jure (policy-based) and de facto (outcome-based) components,
enabling researchers to distinguish whether it is the policy architecture or the actual flows that matter for
development outcomes.

Subsequent studies exploiting this decomposition have focused predominantly on economic growth and
environmental outcomes. Bataka (2019) found that de jure economic globalisation drives growth in Sub-
Saharan Africa, while de facto measures have weaker effects. Leal et al. (2021) examined environmental
performance, finding that the policy dimension of globalisation has distinct effects from actual flows.
Berdiev et al. (2023) applied the decomposition to the shadow economy, demonstrating that de jure and
de facto globalisation operate through different channels. However, no study has systematically applied
this decomposition to the multidimensional SDG framework.

Trade policy and the SDGs. The relationship between trade and sustainable development has
attracted growing attention. The World Trade Organization has increasingly emphasised trade as a
means of SDG implementation (WTO, 2018). Empirical studies have examined specific channels:
trade openness and poverty reduction (Winters et al., 2004), trade agreements and environmental
provisions (Morin et al., 2018), and customs modernisation and trade facilitation (Grainger, 2011;
Widdowson, 2007). The Trade Facilitation Agreement (TFA), implemented since 2017, explicitly
links customs reform to development outcomes through provisions on transparency, fees, and border
procedures.

Recent panel studies have begun to connect globalisation indices directly to SDG scores. Chuong et
al. (2025) used the KOF index with pooled mean group estimation for 104 countries, finding that the
effect of globalisation on SDG performance varies across income groups, with negative effects in fragile
states and positive effects in successfully developing economies. Halkos et al. (2025) applied a club-
convergence analysis using KOF scores to 149 countries. However, both studies treat the KOF index in
its aggregate form, without exploiting the de jure/de facto decomposition or disaggregating it by trade
policy dimension.
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Quantile regression in development economics. Standard regression methods estimate the effect at the
conditional mean, potentially masking substantial heterogeneity across the distribution of the dependent
variable. Quantile regression, introduced by Koenker and Bassett (1978) and extended to panel settings
by Koenker (2004), allows estimation at any point of the conditional distribution. In the context of SDG
performance, this is particularly informative: the effect of trade policy openness may differ substantially
for countries at the bottom of the SDG distribution (lagging countries) versus those near the top (leaders).
Existing applications include Meinhard and Potratke (2012), who used quantile regression to examine the
effect of globalisation on income inequality, and Uddin et al. (2017), who applied it to governance and
economic development. To the best of the author’s knowledge, no previous study has applied quantile
regression to the trade policy—SDG nexus.

Data and Methodology. Data sources and sample. The analysis draws on four principal data sources.
The dependent variables are individual SDG goal scores from the Sustainable Development Report
(Sachs et al., 2024), which provides annual scores on a 0—100 scale for each of the 17 SDGs across
208 countries from 2000 to 2023. We focus on SDG 8 (Decent Work and Economic Growth), SDG 9
(Industry, Innovation, and Infrastructure), and SDG 17 (Partnerships for the Goals), selected for their
direct relevance to trade policy and customs regulation.

The key independent variables are the trade globalisation sub-indices from the KOF Globalisation
Index (Gygli et al., 2019), updated through 2023. The de jure trade globalisation index (kof trade dejure)
captures the policy architecture of trade openness, including mean tariff rates, tariff revenue as a share of
trade, trade taxes, and non-tariff barriers such as regulatory trade restrictions and the depth and coverage
of trade agreements. The de facto trade globalisation index (kof trade defacto) captures actual trade
flows relative to GDP and partner diversity.

Control variables include the composite Worldwide Governance Indicators (Kaufmann et al., 2010),
comprising six dimensions of institutional quality; GDP per capita in purchasing power parity terms
(constant 2021 international dollars) from the World Development Indicators; and total population. All
independent variables are lagged by one year to mitigate simultaneity concerns. The final estimation
sample comprises 3,406 country-year observations for 167 countries over 2001-2023.

Table 1
Descriptive Statistics

Variable N Mean SD Min 025 Median Q75 Max
SDG 8:
Decent Work | 4728 68.87 8.41 40.1 64.11 69.29 74.44 90.72
& Growth
SDG 9:
Industry & 4992 37.52 24.82 0 18.3 30.48 51 99.65
Innovation
SDG 17: . 4992 64.09 9.22 40.92 57.78 64.26 70.34 91.25
Partnerships
KOF Trade | 55, 55.96 23.48 2.6 36.7 55.15 77.96 96.98
de jure
KOFTrade | 5, 55.58 18.34 436 41.27 57.06 69.44 99.56
de facto
Regulatory
Quality 4352 -0.08 0.99 -2.55 -0.77 -0.2 0.63 2.31
(WGID)
Governance
Quality 4430 -0.06 0.91 -2.41 -0.73 -0.19 0.63 1.95
(WGI)
GDP per
capita, PPP | 4426 21736.02 23520.89 702.85 4765.21 13206.95 30612.34 145590.76
&)
Trade
Openness (% | 3911 86.41 50.66 2.47 53.56 75.96 104.99 437.33
GDP)
Population 4632 | 36729895.69 | 137403204.35 | 9544 | 1818448.25 | 7587213 |25330794.75 | 1438069596

Source: Author s compilation based on SDR (2024), KOF (2025), WGI (2024), WDI (2024).
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Econometric approach. The baseline specification is estimated using pooled ordinary least squares
(OLS) with clustered standard errors at the country level:

SDG,,, = a+ pTradeDeJure,, | + f,TradeDeFacto,, ,+y'X,,  +¢

it—1 it

where SDG, , , is the score for goal g in country i at time #; TradeDeJure and TradeDeFacto are the KOF
trade sub-indices; X is a vector of controls (governance quality, log GDP per capita, log population); and
all regressors are lagged one period.
The main empirical contribution employs quantile regression (Koenker and Bassett, 1978). For each
quantile T € {0.10, 0.25, 0.50, 0.75, 0.90}, we estimate:
0,(8DG,,,1Z, ) =a(7)+ f,(r)TradeDeJure,, , + B,(7)TradeDeFacto,, ,—1+y(r)'X,

i1

where Q. denotes the 1-th conditional quantile of the SDG score. The quantile regression coefficients
P(r) capture the marginal effect of trade policy openness at different points of the SDG performance
distribution, allowing us to assess whether trade liberalisation benefits lagging countries (low quantiles)
differently from high-performing ones (upper quantiles). This is particularly relevant for policy design,
as uniform prescriptions may be inappropriate if the marginal returns to trade openness vary across
performance levels.

To further explore heterogeneity, we estimate sub-sample regressions by World Bank income
classification (Low, Lower-Middle, Upper-Middle, and High income), which provides an alternative lens
on distributional effects grounded in economic structure rather than statistical quantiles.

Empirical Results. Baseline OLS estimates.

Table 2
Pooled OLS Estimates: Trade Policy Openness and SDG Outcomes
Variable SDG 8 SDG 9 SDG 17
Coef. p Coef. p Coef. p
Trade de jure (L) 0.0210 0.490 0.1056** 0.012 -0.0016 0.976
Trade de facto (L) -0.0030 0.932 0.0276 0.519 -0.0328 0.489
(GL‘;VCmance (WG 6.0988%%* <0.001 14.0741%%% <0.001 1.5023 0.248
Ln GDP p.c. (L) -0.7630 0.312 9.050 1 *** <0.001 1.5839* 0.090
Ln Population (L) 1.4754%** <0.001 3.8272%** <0.001 -0.4021 0.398
R? 0.388 0.816 0.098
N 3406 3406 3406

Notes: *** ** * denote significance at 1%, 5%, 10% levels. Standard errors clustered at country level. (L) denotes
one-year lag.

Source: Author's compilation based on SDR (2024), KOF (2025), WGI (2024), WDI (2024).

Table 2 presents the pooled OLS results with both de jure and de facto trade indices included
simultaneously. The key finding at the conditional mean is that trade policy openness (de jure) has a
statistically significant positive effect on SDG 9 (Industry, Innovation, and Infrastructure), with a coefficient
0f 0.106 (p=0.012), while de facto trade flows show no independent effect (p =0.519). Neither dimension
achieves significance for SDG 8 or SDG 17 in the pooled specification. The R? is notably high for SDG
9 (0.816), reflecting the strong structural relationship between trade policy frameworks and industrial
capacity, but considerably lower for SDG 8 (0.388) and SDG 17 (0.098).

However, focusing exclusively on the conditional mean may mask important distributional
heterogeneity. The quantile regression results below reveal that trade policy openness has significant
effects across different parts of the SDG distribution that are obscured by the mean estimate.

Quantile regression results. Table 3 and Figure 1 present the central finding of this study. Trade
policy openness (de jure) exerts a highly significant positive effect on SDG 9 across the entire conditional
distribution, with coefficients ranging from 0.089 at Q90 to 0.115 at Q25 (all significant at the 1% level).
Critically, de facto trade flows show no independent effect at any quantile when included alongside the de
jure measure. This finding has a clear interpretation: it is the regulatory architecture of trade, encompassing
customs tariff levels, non-tariff barriers, and the depth of trade agreements, rather than the volume of trade
itself, that drives progress in industrial development, innovation, and infrastructure.
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Table 3
Quantile Regression: Trade Policy and SDG 9 (Industry, Innovation, Infrastructure)

Variable OLS Q10 Q25 Q50 Q75 Q90
Trade de jure (L) 0.1056** | 0.1012%** | 0.1145*** | 0.1029*** | 0.1096*** | 0.0892***
Trade de facto (L) 0.0276 0.0156 -0.0021 0.0091 0.0120 -0.0014
Governance (L) 14.0741%** | 11.8797*** | 14.2570*** | 14.4137*** | 14.1307*** | 12.0072***
Ln GDPp.c. (L) 9.0501*** | 5.9629*** | 7.5322%** | 9.5008*** | 9.9953*** | 11.6870***
Pseudo R?/ R? 0.816 0.425 0.475 0.571 0.643 0.627

Notes: *** ** * denote significance at 1%, 5%, 10% levels. All independent variables lagged one year.
Source: Author's compilation based on SDR (2024), KOF (2025), WGI (2024), WDI (2024).

The distributional patterns across the three SDGs are visualised in Figure 1, which plots the quantile
regression coefficients for both trade de jure and trade de facto, along with 95% confidence intervals.
The contrast across the three panels is striking. For SDG 9, the de jure coefficient remains consistently
positive and highly significant across all quantiles, forming a near-horizontal band between 0.089 and
0.115, while the de facto coefficient hovers around zero with no statistical significance at any point of the
distribution. This visual pattern reinforces the core finding: it is the regulatory architecture of trade, not
the volume of trade flows, that drives industrial and innovative capacity. For SDG 8, the coefficient trace
exhibits a distinctive U-shaped pattern, with positive and significant effects at the tails of the distribution
(Q10 and Q90) but near-zero or marginally negative values at the median, suggesting that trade policy
openness operates through qualitatively different mechanisms for lagging versus leading economies in
terms of employment and growth outcomes. For SDG 17, the pattern is more complex and non-monotonic:
the de jure coefficient is negative and significant at the lower-to-middle quantiles before turning positive
at Q90, indicating that the relationship between trade policy openness and international partnerships is
contingent on a country’s existing level of cooperative engagement.

The relative uniformity of the de jure coefficient across quantiles suggests that the trade policy—SDG 9
relationship is robust across the performance distribution. Countries at the bottom of the SDG 9 distribution
(Q10: 0.101) benefit almost as much from trade policy openness as those in the middle (Q50: 0.103) or
near the top (Q75: 0.110). The slight decline at Q90 (0.089) may reflect diminishing marginal returns as
countries approach the innovation frontier.

Table 4 reveals contrasting distributional patterns for SDG 8 and SDG 17. For SDG 8 (Decent Work
and Economic Growth), trade policy openness shows a pronounced asymmetry: the coefficient is positive
and significant at Q10 (0.034, p < 0.05) and strongly significant at Q90 (0.050, p <0.001), but insignificant
or marginally negative at the median. This U-shaped pattern suggests that trade policy openness benefits
countries at both extremes of the employment and growth distribution, potentially through different
mechanisms: at the lower end, trade liberalisation may open new market access and stimulate formal
employment, while at the upper end it may enhance productivity through competitive pressure and
technology transfer.

SDG 8: Decent Work 0.150 1 SDG 9: Industry & Innovation 0.0751 SDG 17: Partnerships
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Fig. 1. Quantile regression coefficients of trade de jure and trade de facto
on SDG 8, SDG 9, and SDG 17
Notes: Larger markers indicate statistical significance at the 5% level. Error bars represent 95% confidence intervals.
Source: Author’s compilation
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Table 4

Quantile Regression: Trade Policy and SDG 8 (Decent Work) and SDG 17 (Partnerships)

Q10 Q25 Q50 Q75 Q90
SDG 8: Decent Work
Trade de jure (L) 0.0338** 0.0155 -0.0154* 0.0069 0.0504***
Trade de facto (L) -0.0455%** 0.0153 0.0242%%** 0.0114 0.0081
SDG 17: Partnerships
Trade de jure (L) -0.0022 -0.0261** -0.0718%** 0.0159 0.0498%***
Trade de facto (L) -0.0702*** -0.051 1 *** 0.0037 0.0363*** -0.0209*

Notes: *** ** * denote significance at 1%, 5%, 10% levels. Controls (governance, GDP, population) included but not
reported.

Source: Author'’s compilation

For SDG 17 (Partnerships for the Goals), the pattern is strikingly non-monotonic. Trade policy openness
has a significantly negative effect at Q25 (—0.026) and Q50 (—0.072), but a significantly positive effect at
Q90 (0.050). This suggests that trade liberalisation may initially reduce partnership indicators (perhaps
by displacing multilateral cooperation with bilateral arrangements), but at higher levels of partnership
performance it reinforces international engagement. The de facto dimension shows an inverse pattern
at the lower quantiles, indicating that actual trade flows and policy openness operate through distinct
channels for partnership outcomes.

Income group heterogeneity. Table 5 reinforces the centrality of SDG 9 as the primary channel through
which trade policy openness operates. The de jure trade coefficient for SDG 9 is largest in low-income
countries (0.162, p <0.001) and decreases monotonically across income groups: 0.120 for lower-middle,
0.035 for upper-middle (not statistically significant), and 0.067 for high-income countries. This gradient
has a clear policy interpretation: reducing customs barriers and deepening trade agreements yields the
highest marginal returns for industrial development in the poorest economies, where productive capacity
has the most room for growth. For SDG 8§, the effect is concentrated among lower-middle-income countries
(0.038, p < 0.05), whereas SDG 17 shows no significant effects across any income subgroup, consistent
with the complex distributional pattern observed in the quantile regressions.

Table 5
Trade Policy Openness Effects by Income Group (OLS)
Income Group SDG 8 de p SDG 9 de p SDG 17 de p N
jure jure jure
Low 0.0332* 0.057 0.1615%** 0.000 -0.0334 0.129 632
Lower-Middle 0.0375%* 0.019 0.1200%** 0.000 -0.0049 0.829 929
Upper-Middle 0.0206 0.198 0.0350 0.184 -0.0028 0.902 927
High -0.0119 0.432 0.0667*** 0.002 0.0249 0.238 918

Notes: Coefficients on L_kof trade_dejure from OLS with controls. ***, ** * denote 1%, 5%, 10% significance.
Source: Author's compilation based on SDR (2024), KOF (2025), WGI (2024), WDI (2024).

Figure 2 provides a complementary perspective on this heterogeneity by disaggregating the trade de
jure effect on SDG 9 across World Bank income classifications. The bar chart reveals a clear descending
gradient: the marginal effect of trade policy openness on industrial and innovative capacity is largest
in low-income economies (0.162) and diminishes progressively through lower-middle (0.120) and
upper-middle income groups, before partially recovering in high-income countries (0.067). Notably, the
coefficient for upper-middle income countries fails to reach conventional significance levels, suggesting a
potential «middle-income plateau» where the marginal returns to further trade liberalisation for industrial
development temporarily diminish, possibly because these economies have already captured the most
accessible gains from tariff reduction but have not yet developed the institutional depth to benefit from
deeper regulatory integration.

Conclusions. This study provides the first systematic analysis of how trade policy openness,
distinguished from actual trade flows, affects progress towards specific Sustainable Development Goals
across the conditional distribution of country performance. Using panel quantile regression on 167
countries over 2001-2023, three principal findings emerge.
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Fig. 2. Effect of trade policy openness (KOF Trade de jure) on SDG 9 by World Bank income group.

Note: Dark bars indicate significance at 5% level. ***, ** denote significance at 1% and 5% levels respectively; n.s. =
not significant.

Source: Author s compilation based on SDR (2024), KOF (2025), WGI (2024), WDI (2024).

First, trade regulatory frameworks (the de jure dimension), rather than actual trade volumes (de facto),
constitute the primary mechanism linking international trade engagement to SDG progress. When both
dimensions are included simultaneously, de facto trade shows no independent effect on SDG 9, while
the de jure component remains robustly significant. This finding carries direct implications for customs
administrations: the design of trade regulatory environments, including tariff structures, non-tariff barriers,
and trade agreement architecture, matters more for development outcomes than the resulting volume of
trade.

Second, the relationship between trade policy openness and sustainable development is goal-specific
and distributionally heterogeneous. SDG 9 (Industry, Innovation, and Infrastructure) emerges as the
primary beneficiary of trade liberalisation, with a remarkably stable positive effect across the entire
conditional distribution. SDG 8 (Decent Work and Economic Growth) shows an asymmetric pattern
benefiting primarily top performers, while SDG 17 (Partnerships) exhibits a non-monotonic relationship
that warrants further investigation.

Third, the marginal returns to trade policy openness are highest for low-income countries, where a
one-point increase in the KOF Trade de jure index is associated with a 0.162-point increase in the SDG 9
score, compared to 0.067 in high-income countries. This suggests that customs modernisation and trade
facilitation reforms, such as those envisaged by the WTO Trade Facilitation Agreement, can deliver the
largest development dividends precisely where they are most needed.

The findings are subject to several limitations. The panel quantile regression does not fully control
for unobserved country-specific heterogeneity, and the one-year lag structure may not capture longer-
term adjustment dynamics. Future research could employ fixed-effects quantile regression (Machado
and Santos Silva, 2019) or examine specific customs reform episodes using quasi-experimental designs.
Additionally, disaggregating the trade de jure index into its tariff and non-tariff components could reveal
which specific policy instruments are most effective.

Despite these caveats, the study provides robust evidence that trade policy architecture is a significant
and underappreciated driver of progress in sustainable development, particularly for industrial capacity
in lower-income economies. For customs administrations and trade policymakers, the message is clear:
streamlining regulatory environments and deepening trade agreements can yield measurable, broad-based
gains in SDG performance.
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Memoio cmammi € emnipuute 00CHIONCEHHS 2eMEPO2EHHOCI 6NUGY BIOKPUMOCHT MOP20BENbHOI NOTIMUKY HA
DPe3VAbMamuy Cmano2o po3euUmKy Kpaiu. J{ocuioxncyemvcs, AK 00HAKOBI 34 HANPSAMOM MOP208EIbHO-PeyIAmMOpPHi
BMIHU NO-PI3HOMY BNIUBAIOMb HA KPAIHU, U0 Nepedysaiomb Y HUJCHIX, CepeOHIX | 6epXHiX inmepeanax po3nooiny
8I0N0BIOHUX NOKA3HUKIE docsaeHenns Lineti cmanoeo possumky (L{CP)

Ilonpu ycmaneny me3sy npo no3sumugHuil 36 30K Mixc 2100ani3ayielo ma po3gumkoM, OPAKye CUCIEMHUX OYIHOK
M020, y AKUX Ce2MeHMax po3nooiny ma 01s AKUX 6UMIPI8 CIMAI020 PO3GUNIKY GIOKPUMICTND NOPeOBETbHOI NOTIMUKY
3abe3nedye HAloOLIbULY MAPACUHATLHY 8idoayy. Ananiz 3ocepedacero na LJCP 8 (I'iona npays ma exonomiyne
spocmanns), LJCP 9 (llpomucnosicme, innosayii ma ingpacmpykmypa) ma L[CP 17 (Illapmnepcmeo 3apaou
CMAn02o Po3BUMKY), AKi HalOibIUe NO8 A3aHI 3 MIJICHAPOOHOIO MOP2IGILeI0 MA MUMHUM Pe2yTI08AHHAM.

Memoou. Buxopucmano nanenvHy keanmuivHy peepeciio 0a eubipku 167 kpain 3a 2001-2023 pp., wo doseonsc
OYiHUMU eghekmu Ha PI3HUX KBAHMUNAX YMO8H020 posnodiny (Q10-090) i eussumu acumempii, xapaxmepHi
015 Kpockpainosux oaunux. Bioxpumicme mopeosenvhoi nonimuxu onepayionanizosaro indexcon KOF Trade
Globalisation de jure, sikuii 6i000padcae nOTMUKO-pe2yISMOPHUL GUMID. MUMHI MAPUpU, MOP206eTbH NOOAMKY,
nemapuni 6ap ‘epu ma mopeosenvii yeoou. Oonouacne exnouenns inoexcy KOF de facto 0ae smoey posmescysamu
BNIUB THCMUMYYIUHO-HOPMAMUGHUX NPABUTL MOP2IGLT MA YAKMUYHUX MOPeOBeNbHUX NOMOKIE. Konmponbui aminnui:
axicmo ypaoyeanns (WGI), BBII na dywy nacenenns ma yuceibHicms HACELEHHs, YCi He3ANedCHT 3MIHHI 1a208aH0
HA 00UH PIK OJI5 SHUNCEHHS. PUUKY OOHOUACHOCHI MA MEXAHIUHOT éHO02EHHOCHII.

Pesynomamu. Buseneno mpu ochosni 3axonomipnocmi. /s LJCP 9 giokpumicms mopeoeenvhoi norimuxu mac
CIMITIKUL NO3UMUBHULL eheKm Ha BCIX KEAHMUIAX, MOOL K (PaAKMu1HA MOP2ie/is He OeMOHCIPYE HE3ALENHCHO20 BNIUBY,
Wo niOKpecuioc 3HA4eHHs pe2yIAMOPHUX Napamempie(nepeddauysanicmo npasui, 3HudiCeHHs 0ap epie, wupuie
OXONNeHHsL Y200) OISl iHdycmpianvho-innosayiunoi ounamiku. s L{CP 8 eghexm acumempuunuii i cmamucmuyno
suauywutl e Ha eepxrvomy keanmuni (090), wjo ciouums npo HAABHICHb NOPO2OBUX THCMUMYYIIHUX Y108, 3d
AKX Kibepanizayis mopeogenvHoi nonimuku nepemeoprocmuca na pesynomamu y L[JCPS.

Hns LCP 17 cnocmepieacnvcsi HEMOHOMONHUL 6NIUG. HE2AMUGHT eDeKmU HA HUNICHIX KEAHMUNAX 1 NO3UMUBHI
HA BEPXHIX, WO Y3200XCYEMBCA 3 2IN0Me3010 NPo HeOOHAKO8Y CHPOMONCHICIb KPAil KOHBEPMY8amu mopeogeibHy
GIOKpUMICHb Y NAPMHEPCMBA, KOOPOUHAYIUHI MEXAHIZMU MA IHCMUMYYIUHI (opmu MIXCHAPOOHOT 83aEMOOII.
Bucnoeku. BusnauanbHum mexanizMom 38 A3KY Mid MidCHAPOOHOI0 MOP208eTbHOI0 63AEMOOIEI0 MA NPO2Pecom
CMAn020 PO3BUMKY € pe2yIAMOPHA MOP208eNbHA NONIMUKA, a He obcazu mopeigni. CnpowenHs ma nposopicms
MOP20BENbHO2O PEe2YNIOBAHHS, HUNCEHHA Mapu@Hux i Hemapugnux 6ap’cpie ma noiuONeHHs MOP2OBeNbHUX
Y200 30amui 3a6e3neuumu Gi0UYmMHUL npozpec, 0coOUB0 8 KPAIHAX i3 HUZLKUM 00X000M, 00HAK 018 0OCACHEeHHS
COYIANbHUX | NAPMHEPCOKUX Pe3)bMamie HeoOXiOHI KoMnieMeHmapHi incmumyyitini pegpopmii.

KuirouoBi cjioBa: BiIKpUTICTH TOProBEJIBbHOI MOJNITHKY, MKHAPOHA TOPTIiBIS, LI CTAIOTO PO3BUTKY,

KBaHTHJIbHA pErpecis, MHUTHE perymoBaHHs, iHaekc miodamizamii KOF, niGepamizamis TOprieii,
TeTEePOreHHICTh JIOXO/IIB.
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@ @ YMOBaX JIilleH3ii BiJIKpUTOrO Jlata mpuHHATTS CTATTi 10 ApYyKy micas perensysanss: 10.03.2026
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NATION BRANDING OF A COUNTRY AS A SOFT POWER INSTRUMENT
IN INTERNATIONAL TRADE: THE EXAMPLE OF CHINA

Purpose. The aim of this study is to explore the nation branding as an instrument of soft power, using the
case of China, and to assess its impact on international trade in the context of rivalry with the United States.
Methods. The research methodology combines a review of theoretical research on soft power, nation branding,
and hegemonic stability theories with comparative statistical analysis. The empirical study uses a regression
model (OLS) based on data from five leading economies (the United States, China, Germany, Japan, and the
United Kingdom) for the period 2020-2024. The model uses export performance as the dependent variable,
and GDP, economic openness index, and nation branding value as exogenous variables, including dummy
variables to distinguish between the effects for China and the United States.

Results. In contrast to the United States, which acts as an established hegemon defending the status quo,
China is a rising challenger whose strategy is aimed at active expansion and reformatting international
regimes. The analysis found that China's strategic strengthening of its nation branding is based on four
vectors: economic (BRI and RCEP), cultural (Confucius Institute network), technological (Huawei, TikTok,
Alibaba), and diplomatic. Although the positive impact of brand value on exports was found near the mean,
the study found a nonlinear relationship characterized by a decrease in marginal profitability, especially
for the US. For China, the marginal brand effect remains lower than in the reference group, as its export
dominance is currently driven by production efficiency and price factors rather than brand equity.
Conclusions. The hypothesis that China s nation branding impact is statistically more significant than that
of the US was not empirically confirmed. However, the study highlights the paradox of China’s brand in
global trade: while its brand value is currently secondary to its manufacturing capabilities, its importance is
projected to grow as the PRC moves into high-tech niches and increases value-added exports. Ultimately, the
nation branding serves as an important operational mechanism for integrating soft power into global trade.

Key words: international economy, intangible assets, brand value, competitiveness, country of origin effect,
global leadership, geoeconomics, exports, trade openness.
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world economy (J. Nye, C. Kindleberger, R. Gilpin, R. Keohane
and others), but what has often been overlooked by researchers is
the analysis of the indirect influence that both countries have on
the formation of the world economic order. In this context, China’s
nation branding acts as an important tool for supporting its export
positions in world markets.

The aim of the study is to reveal the country’s nation branding
using the example of China as an instrument of soft power and to
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assess its impact on international trade in the context of rivalry with the USA. To achieve this goal, the
following tasks have been defined:

— analyse the theoretical foundations of the concepts of soft power, nation branding and hegemonic
stability;

—  systematize the strategic directions of branding activity of the PRC;

—  build a regression model of the influence of the brand on export indicators;

—  assess the effects for China and developed economies.

The research methodology combines an analytical review of the theoretical literature, a comparative
analysis of statistical series and OLS regression on panel data of the five leading economies of the world
for 2020-2024.

Literature review. The theoretical basis of the study is three interrelated approaches, the first of which
is the concept of soft power, introduced by the American political scientist Joseph Nye in 1990 (Rothman,
2011). The author defines soft power as the ability of a state to achieve desired outcomes through attraction
rather than coercion or payments. Its main sources include the attractiveness of a country’s culture, its
political values when it lives up to them, and its foreign policies when they are seen as legitimate and
morally authoritative (Nye, 1990, p. 166; Rothman, 2011). Further research has expanded this notion, with
Akdag (2022) refining the concept for China, arguing that China’s soft power is exercised through cultural
diplomacy, economic attractiveness, and participation in shaping international norms. At the same time,
China’s soft power instruments (Confucius Institutes, state-owned media) have faced increasing scepticism
in host countries. The concept of “Sharp Power” (Walker & Ludwig, 2023) describes a manipulative
authoritarian influence distinct from soft and hard power. Examples of Confucius Institute closures in
Australia, Sweden, and Canada illustrate the regional heterogeneity of Chinese soft power effectiveness.

The second approach is the theory of nation branding, because a brand is a narrower concept that lies
within the framework of soft power and acts as its tool. According to the interpretation of Kapferer (2008),
there are two main paradigms in the context of defining a brand, where the first is focused on external
actors and their relationships with the brand, and the second is aimed at obtaining a result in monetary
terms, that is, the brand acts as an intangible asset. The researcher also distinguishes between micro- and
macro-levels of the brand, where at the micro-level the brand provides additional value to the goods
and services of specific enterprises; at the macro-level it forms a holistic image of the state in the global
environment (Kapferer, 2008). Kapferer’s Brand Identity Prism further operationalizes this framework,
structuring national image through six facets: physique, personality, culture, relationship, reflection, and
self-image, enabling systematic nation brand analysis. The connecting link between these levels is the
Country of Origin Effect (COE), which describes the influence of the country of origin on consumer
evaluations of a product.

The third approach is the theory of hegemonic stability, which appears to be an important factor at
the macro level that determines the world order, and can also explain the positions of power of nation
brands of China and the USA today. Together with the theory of international regime, it has been
developed over a long period of time by representatives in international political economy, in particular C.
Kindleberger (1973), R. Gilpin (1981) and R. Keohane (1984) (Keohane, 2020). The theory of hegemony
has taken on different meanings within several conceptions. From a realist perspective (Gilpin, 1981, pp.
144-145), hegemony appears as a situation in which the world order is created by a dominant power and
international regimes depend on its existence. Keohane challenged hegemonic stability theory through
neoliberal institutionalism, arguing that international regimes can persist even after hegemony declines.
He distinguishes weak regimes, where rules are interpreted differently by participants, from strong ones,
which ensure predictable behaviour based on shared standards. (Keohane, 2020). According to these two
types, power in an international regime will be fragmented or concentrated, with different consequences,
with fragmentation leading to the fragmentation of the international regime, while concentration leading
to stability. According to hegemonic stability theory, hegemons create strong international regimes by
providing public goods (Keohane, 2020). When hegemonic and smaller states cooperate, the hegemon
shapes the international environment by linking state capabilities with behaviour through power as a
resource (Keohane, 2020). Gramsci’s “ideological hegemony” expands this beyond coercion, incorporating
cultural leadership, education, and values (Akdag, 2022, p. 207; Keohane, 1984, pp. 32-33). Combining
this theory with the concept of soft power allows us to consider the nation branding as a tool for indirect
influence on internation trade.
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The synthesis of the three approaches considered forms an analytical framework where the nation
branding appears as an operational mechanism through which the state accumulates and projects soft power
in the field of international trade (Table 1). The logic of this mechanism is that the cultural attractiveness
of a state and the legitimacy of its foreign policy form positive associations with the producing country,
which translate into price premiums for export goods, reduced transaction costs in trade relations, and
ultimately into increased trade volumes.

Table 1
Integrating the concepts of soft power, nation branding, and hegemonic stability into international
trade
. . Significance for
Theoretical approach Concept Mechanism international trade
Cult.ural attractiveness, Strengthening sympathy Expanding trade tics,
« foreign policy values, for the country and the . .
The concept of “soft . . . . Increasing exports,
v legitimacy of international | attractiveness of culture, e
power . . . o facilitating access to
policy, diplomatic and values, and politics instead
. . . markets
cultural activity of using harsh coercion
Brand as an intangible
asset, reputational capital Creating added value Increasing export
Nation branding of the state (macro level), for goods, reducing competitiveness, increasing
effect of the country of information asymmetry export margins
origin on prices
. . Establishi tecti
Impact on international o stablishing and protecting
. - . . Institutional support for the | global trade rules and
Hegemonic stability trade regimes, hegemonic o . . . .
.. o stability of the international | regimes, strengthening
theory legitimacy, stability of . ..
system leadership positions in
world order. .
global value chains

Source: created by the authors

How a country is perceived in the world directly affects its trade through the Country of Origin Effect,
which describes the influence of a producing country’s reputation on the perception of the quality and price
of its goods. A positive COE (e.g., “Made in Japan” or “Made in Germany’’) allows manufacturers in the
respective countries to receive a price premium and build consumer loyalty. For China, the COE remains
mostly neutral or slightly negative in the premium goods segment, although in certain technological niches
(e.g., smartphones, solar panels, telecommunications equipment) the situation is gradually changing for
the better.

Geoeconomic dimension of soft power. The transition from an industrial to an information economy
has modified the structure of competitive advantages in the global market. To visualize this mechanism,
we have developed a conceptual diagram (Figure 1).

As illustrated in Figure 1, a country’s soft power translates into tangible trade advantages through a
four-level mechanism. At the initial state institutional level, the government generates the “raw material”
of its soft power through concrete actions, such as establishing favourable legislation, funding cultural
diplomacy, and advancing free trade agreements. Moving to the nation branding level, these disparate
efforts are consolidated into a targeted marketing strategy via export agencies and global PR campaigns,
transforming abstract influence into a measurable economic asset. Once formalized at the market level,
this strong national brand acts as a global quality mark that inspires institutional trust among foreign
buyers and mitigates transaction barriers. Finally, at the performance level, this enhanced trust increases
the elasticity of foreign demand, ultimately driving the steady expansion of the country’s macroeconomic
export flows.

Within the competition between Beijing and Washington, their approaches to the use of soft power
differ radically, which is due to the different stages of the life cycle of their global hegemony (Table 2).
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STATE INSTITUTIONAL LEVEL

Soft power: culture, political values, foreign policy

\Z

NATION BRANDING LEVEL

Nation branding value assessment

Building importer trust, reducing transaction barriers

PERFORMANCE LEVEL

Increasing the elasticity of demand for goods, expansion of exports

Fig. 1. The mechanism of influence of the nation branding on macroeconomic export flows
Source: created by the authors

Table 2
Comparison of soft power strategies of the USA and the PRC
Criterion United States of America People’s Republic of China
. Established hegemon (protecting the status | A growing contender (partial revisionism,

Geoeconomic status . . . )

quo, supporting the liberal trade order) desire to reformat regimes)

. I tion, technological 1 hi . . . .
The main vector of nnovation, teehnologica cadership, Production efficiency, infrastructure projects,
, cultural globalization, the dollar as a reserve I

the country’s brand state capitalism

currency

Hollywood, universities, international Belt and Road Initiative, public investment,
Soft power tools L . . .

institutions, financial system production chains
Stage of soft power Saturation (the effect of diminishing Active expansion (increasing marginal
development marginal returns to a brand) branding efficiency)

. . . Scali i di d low-tech
International trade Support for premium segments and high- CallNg PIEsence 1n mecium and fow-tee
. . segments with a gradual transition to high-
integration model tech exports
tech ones

Function in Maintaining leadership in global value Expanding participation in global value
international trade chains chains and diversifying markets
Type of impact on Institutional control through international Parallel creation of alternative institutions and
trade regimes organizations and standards financial mechanisms
Expected long-term Maintaining stability, but increasing Strengthening positions and gradual shift of
effect competition centres of trade influence

Source: created by the authors

A comparative analysis of soft power strategies indicates an asymmetry in their marginal effectiveness
at different stages of the hegemonic cycle. While the United States is characterized by a saturation effect
and a decline in the marginal returns to branding in global trade, China observes increasing returns from
the integration of branding with production and infrastructure expansion.

China’s nation branding strategy is implemented in four interconnected directions (Figure 2),
encompassing macroeconomic expansion through the Belt and Road Initiative (BRI) and the Regional
Comprehensive Economic Partnership (RCEP), as well as growing diplomatic influence in international
institutions. At the same time, China’s cultural and technological presence is being scaled up through
a network of Confucius Institutes, global media (CGTN, Xinhua), and powerful digital ecosystems of
corporations such as Huawei, TikTok, and Alibaba.
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BRI (150+ participating +*Confucius Institutes

countries), RCEP — free (150+ countries),
trade area (15 CGTN, Xinhua — global
countries), Made in media, Cinema, sports,
China 2025 Olympic Games
(technological brand)
Economy
China’s national
| brand
Technology Diplomacy
*Huawei 5G (global *UN/WTO/IMF (quota
markets), TikTok (1+ growth), Development
billion users), Alibaba, Assistance (Africa,
WeChat — digital Latin America),

ecosystems Humanitarian Aid

Fig. 2. Strategic directions for strengthening China’s nation branding
Source: created by the authors

Assessment of the impact of a nation branding on world trade indicators. Currently, there are
several main examples of assessing the nation branding of a state and its leadership on the world stage,
which are expressed in the Nation Brand Value, Country Brand Index and the State Acceptance Research
Methodology developed by CFC Consulting (Varibrusova, 2018, pp. 6—7). In this work, Nation Brand
Value is considered as the main indicator of the influence on the state’s activities in international trade.

In order to empirically test the role of the nation branding in international trade, we put forward a
hypothesis, namely:

H,: The impact of the nation branding as an element of soft power on China's export performance is
statistically more significant than the corresponding impact of the US nation branding.

In accordance with this hypothesis, a macroeconomic model was constructed, where the endogenous
variable is the export indicator, and the exogenous variables are the GDP level, the economic openness
index, and the Brand Value indicator, which is published annually by Brand Finance as part of an
international study of nation branding perception (Brand Finance, n.d.).

Separately, dummy variables were introduced that, in interaction with the nation branding index, help
to identify differences in the impact of soft power on the export performance of these countries compared
to other sample states. A non-linear model was previously formed in the following form:

Y=ay+a, XX, +a, XX, +ay+X;+a, XX, + a5 XXs+ag X X,

where in addition to the coefficients of the model (a,,a,,a,,a,,a,,as,a,) there are also:

y — dependent variable, country’s export indicator (billion USD);

x, — indicator of the value of the nation branding as an element of the country’s soft power (billion
USD) (its linear impact on the relationship with the country’s export volumes);

x, — indicator of the value of the nation branding as an element of the country’s soft power (billion
USD) (its nonlinear impact on the relationship with the country’s export volumes);

x,— an indicator of the combination of the value of the nation branding with the dummy variable of
China, which demonstrates how the brand impact for China differs from the base effect of the nation
branding (billion USD);

x,— an indicator of the combination of the value of the nation branding with the dummy variable of
the USA, which demonstrates how much the impact of the brand on exports for the States differs from the
base effect of the nation branding (billions USD);

x,— GDP level (billion USD);

X,— country’s economic openness index (%).
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The sample included the following countries: China and the USA as the main objects of the study, as
well as Germany, Japan and the United Kingdom as the reference group (Table 3). The time period includes
the period from 2020 to 2024, as complete data for 2025 for individual indicators was not published at the
time of the study.

Table 3
Panel data for econometric modelling, 2020-2024
Country Year ililif;)trotr, brgr(::ll Iiftz:.l)lrle, GDI[’};)]i)llion ()Cl)()el:ll:lt:s}; ‘lf)ali‘lil:l?l); \]');‘Iil:l?l}el
billion USD billion USD index, % (China) (USA)
2020 1370,00 23738,34 21400,00 23,08 0 1
2021 1680,00 24811,19 23700,00 25,21 0 1
USA 2022 1980,00 26472,20 26000,00 26,89 0 1
2023 1900,00 30309,11 27700,00 24,90 0 1
2024 2063,80 32271,14 29200,00 24,89 0 1
2020 2660,00 18764,30 15000,00 34,04 1 0
2021 3350,00 19851,30 18200,00 36,52 1 0
China 2022 3640,00 21528,24 18300,00 37,44 1 0
2023 3410,00 23085,11 18300,00 36,11 1 0
2024 3576,54 19960,02 18700,00 37,20 1 0
2020 1340,00 3812,94 3940,00 72,99 0 0
2021 1570,00 4335,17 4350,00 80,16 0 0
Germany 2022 1600,00 4503,87 4160,00 89,06 0 0
2023 1620,00 5075,97 4530,00 82,80 0 0
2024 1630,71 4985,35 4660,00 80,34 0 0
2020 659,00 4261,27 5050,00 31,34 0 0
2021 775,00 4424 .45 5040,00 36,74 0 0
Japan 2022 778,00 4284,35 4260,00 46,81 0 0
2023 737,00 444878 4210,00 45,15 0 0
2024 707,39 4406,09 4030,00 45,20 0 0
2020 390,00 3314,56 2700,00 58,78 0 0
2021 428,00 3729.,49 3140,00 58,58 0 0
(B}rrletztm 2022 461,00 4115,33 3110,00 68,88 0 0
2023 452,00 4796,83 3370,00 65,03 0 0
2024 508,69 4036,79 3640,00 62,41 0 0

Source: created by the authors based on (The Observatory of Economic Complexity, n.d.a-e; TheGlobalEconomy.com,
n.d. a-e; TRADING ECONOMICS, n.d. a-e)

Table 3 shows the main input data used in building the model. Before conducting regression analysis,
they required several modifications, so at the first stage, export indicators, brand value, and GDP level
were logarithmized, which allowed smoothing out data asymmetry and interpreting the results in relative
values. Separately, the logarithmic brand value variable was centred by subtracting the mean, which
allowed it to be interpreted as a deviation from the mean in the sample, and this further allowed us to
estimate the linear effect of the brand on exports and answer the question “what happens to a country’s
export activity when the nation branding occupies a stronger position.” To consider the possible nonlinear
effect of the influence of brand value on the dependent variable, the square of the cantered logarithmic
variable was included in the model. The processed data are collected in Table 4.
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Logarithmic transformations of variables for model

Table 4

In (x1) * In (x1) *
(In Dummy Dummy Country
Country Year In (y) In (x1)_c (x1)_c)*2 | variable variable In (x4) f)penneoss
(China) | (USA) index, %
2020 7,22 1,12 1,26 0,00 10,07 9,97 23,08
2021 7,43 1,16 1,36 0,00 10,12 10,07 25,21
USA 2022 7,59 1,23 1,51 0,00 10,18 10,17 26,89
2023 7,55 1,37 1,86 0,00 10,32 10,23 24,90
2024 7,63 1,43 2,04 0,00 10,38 10,28 24,89
2020 7,89 0,89 0,78 9,84 0,00 9,62 34,04
2021 8,12 0,94 0,89 9,90 0,00 9,81 36,52
China 2022 8,20 1,02 1,05 9,98 0,00 9,81 37,44
2023 8,13 1,09 1,19 10,05 0,00 9,81 36,11
2024 8,18 -1,36 1,84 7,60 0,00 9,84 37,20
2020 7,20 -0,71 0,50 0,00 0,00 8,28 72,99
2021 7,36 -0,58 0,34 0,00 0,00 8,38 80,16
Germany 2022 7,38 -0,54 0,29 0,00 0,00 8,33 89,06
2023 7,39 -0,42 0,18 0,00 0,00 8,42 82,80
2024 7,40 -0,44 0,19 0,00 0,00 8,45 80,34
2020 6,49 -0,60 0,36 0,00 0,00 8,53 31,34
2021 6,65 -0,56 0,31 0,00 0,00 8,53 36,74
Japan 2022 6,66 -0,59 0,35 0,00 0,00 8,36 46,81
2023 6,60 -0,55 0,31 0,00 0,00 8,35 45,15
2024 6,56 -0,56 0,32 0,00 0,00 8,30 45,20
2020 5,97 -0,85 0,72 0,00 0,00 7,90 58,78
2021 6,06 -0,73 0,53 0,00 0,00 8,05 58,58
(B};ftztm 2022 6,13 -0,63 0,40 0,00 0,00 8,04 68,88
2023 6,11 -0,48 0,23 0,00 0,00 8,12 65,03
2024 6,23 -0,65 0,42 0,00 0,00 8,20 62,41

Source: calculated by the authors based on (The Observatory of Economic Complexity, n.d.a-e; TheGlobalEconomy.
com, n.d. a-e; TRADING ECONOMICS, n.d. a-e)

During the work, the following model was obtained:
In(y)=-11,28+0,05x1n(x,)— 0,17 x1In(x,) = 0,11x(x;) = 0,21x(x, ) +2,03x In(x;) = 0,02 x(x, ) + &

where:

y — export indicator;

x, — a centred indicator of the value of the nation branding, which demonstrates a linear relationship
between the brand and the country’s export volumes;

x, — centred squared nation branding value indicator, demonstrating the nonlinear relationship between
the brand and the country’s export volumes;

X, — an indicator that demonstrates how similar the impact of China’s nation branding on its export
capacity is to the reference group;

X, — an indicator that demonstrates how similar the impact of the US nation branding on its export
capacity is to that of a reference group;

x, — GDP level of countries;

X, — country’s economic openness index.

50 ISSN 3083-7995 (Print), ISSN 3083-8002 (Online)



The results of the econometric evaluation of the proposed model confirm its high explanatory power
and statistical reliability, which is reflected in the summary regression indicators (Table 5).

Table 5

General statistical characteristics of the regression model

Indicator Value

Multiple R 0,9806

R Square 0,9616

Adjusted R Square 0,9487

Standard Error 0,1639
Observations 25

Source: calculated by the authors

High values of multiple correlation and determination coefficients confirm the general adequacy of the
constructed model, which allows us to proceed to a detailed analysis of the influence of each individual
variable (Table 6).

Table 6
Estimation of regression model parameters

Variable Coefficient Standard error P-value
Intercept -11,2758 1,7361 4,1572 x 10°¢
X Variable 1 0,0486 0,1268 0,7056
X Variable 2 -0,1698 0,1849 0,3704
X Variable 3 -0,1087 0,0454 0,0276
X Variable 4 -0,2087 0,0592 0,0024
X Variable 5 2,0314 0,2083 1,3124 x 10°®
X Variable 6 0,0198 0,0025 2,7445 x 107

Source: calculated by the authors

The main results show that the model is statistically significant and characterized by high explanatory
power, the coefficient of determination indicates the explanation of about 95% of the variation in export
indicators. A statistically significant positive effect of the value of the nation branding on export volumes
was obtained near the average level of the variable, which confirms the presence of a positive impact of
soft power on the state’s trade positions. At the same time, the square of the centred logarithm of the brand
value received a negative coefficient and showed low statistical significance, which, in combination with
a positive linear component, may indicate the nonlinear nature of the relationship between the strength
of the nation branding and exports. From the statistical data it is noticeable that when a nation branding
shows stable growth from year to year, the export activity of the state is more influenced by external
factors of the international environment, leaving room for error in this model, therefore it is not excluded
that there is a certain threshold of brand value, after which the direct connection with the country’s export
capacity disappears. Describing the synthesis of brand value with fixed variables of China and the USA,
it can be noted that for China the marginal effect of the brand is smaller compared to the reference group,
while for the USA the additional growth of the strength of the nation branding is accompanied by a
decreasing return in exports. Control variables, including GDP and the trade openness index, demonstrate
the expected positive and statistically significant effect on exports. The results indicate the presence of a
nonlinear effect of the nation branding on export performance and highlight the difference in the role of
soft power for countries with different levels of international visibility.

The hypothesis that the impact of the nation branding on China’s export performance is statistically
more significant than the corresponding impact for the United States has not been empirically confirmed,
1.e. it is impossible to claim the superiority of the brand effect for China compared to the United States.
However, the results of the regression analysis allow us to draw an important conclusion about the nature

Customs Scientific Journal, Ne 1, 2026 51



of the paradox of China’s brand in world trade: a larger volume of exports with a lower Brand Value
is explained not by the weakness of the brand, but by the dominance of production and price factors.
However, as the added value of Chinese exports increases and China advances into technological niches,
the role of Brand Value as a trade determinant will increase.

Conclusions. Thus, amidst the transformation of the international economy, the nation branding
becomes a full-fledged instrument of soft power and a strategic competitive advantage in international
trade. Empirical analysis has proven that the nation branding does indeed contribute to strengthening the
export positions of the state, however, its impact is nonlinear and significantly depends on the conditions
for the formation and development of the state’s soft power, accordingly, the stage of development of
the nation branding plays an important role in competitive conditions. In the context of the confrontation
between the USA and China, for the first state, which already occupies a leading position in the world and
has significant influence, additional strengthening of the brand is accompanied by a decreasing return on
exports, which indicates the effect of saturation of soft power, and also further highlights its intangible
nature, which is difficult to fully assess. At the same time, for China, the nation branding remains an
important tool that increases its potential.

For the nation branding to become a real driver of Chinese exports, several prerequisites must be met:
1) an increase in the share of goods with high added value in the export structure (transition from “Made
in China” to “Created in China”); 2) an increase in the global ranking of Chinese universities and research
institutions, which forms the reputation of an innovation centre; 3) successful positioning of technology
brands (Huawei, Xiaomi, BYD) in the premium segments of the markets of developed countries. The
implementation of these conditions will turn the nation branding into a full-fledged driver of Chinese
exports.

The significance of the GDP and openness index variables in the econometric model confirms that
the established hegemon position is currently firmly occupied by the United States. At the same time, as
the technological development of the Chinese economy and the growth of the share of high-value-added
products increases, the role of Brand Value as a trade determinant of the PRC will inevitably grow. The
practical significance of the results is that strategic investments in nation branding are more effective
for countries at the stage of technological transition than for established hegemons, where the marginal
efficiency of such investments is decreasing, which outlines a promising direction for further research
with an expansion of the geographical and sectoral coverage of the sample.
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Mema. YV cmammi 0ocniodcyemvpcs henomen HAYIOHATbHO2O OPeHdy K THCMPYMeHmy M SAKOi cunu 0epicasu 6
KoHmeKcmi MidcHapoOHoi mopeieni Ha npukiadi Kumaticokoi Hapoowoi Pecnybnixu. Ha mni 3acocmperns
eeoexornomiunozo cynepuuymesa mixe CLLUA ma Kumaem nemamepiansui ghakmopu eniugy Hadyearonms 0coonusozo
3HAYEHHA, Npome 3aNUAIOMbCA HeOOCHAMHbO 8UBUEHUMY 8 HAYKOSIl chinbhomi. Memoio ybo2o 0ocriodcenHs €
BUABTIEHHSL BNIUBY HAYIOHATLHO20 Opendy Kumaro y niompumyi no3uyitl Kpainu 6 MidCHApPOOHill MOpeieii 8 YMOBAX
oominysanns CLLIA ma xinvkicna oyinka yiei poni.

Memoou. Memodonoeiss 0ocniodcenHs: NOEOHYE 02150 MeopemuyHux 00CHioNceHb 3 meopitl M Kol cuiu,
HAYIOHATBHO20 OPEHOUHZY A 2e2eMOHHOT CMADLTLHOC 3 NOPIGHATLHUM CIIAMUCIIUYHUM aHATI30M. B emnipuutomy
0ociodicenti sukopucmosyemocs peepecitina mooens (MHK) na ocnosi oanux n’smu nposionux exonomix (CLLA,
Kumaii, Himeuuuna, Anonis ma Benuxa bpumanis) 3a nepiod 2020-2024 poxis. Modens suxopucmogye nokasHuxu
eKCnopmy SIK 3a1excHy 3minHy, a BBII, indexc ekoHoMiuHOT 6I0KpUMOCME ma YIHHICHb HAYIOHATLHORO OPEHOY — 5K
€K302€HHI 3MIHHI, GKIIOYAIOHU QIKmMusHi 3MiHHI 07 po3pisHenus eghexmis 0ast Kumaio ma CIIIA. Pesynemamu.
Ha giominy 6i0 CILLA, sixi ditoms AK ycmaneHuil 2e2eMoH, o 3axuujae cmamyc-xkeo, Kumati ucnynae 3pocmarouum
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NpemeHOenmom, Hus Cmpamezis CpsIMOBAHA HA AKMUGHY eKCHAHCII0 Ma nepehopMamyeants MidiCHAPOOHUX
pedxcumis. Ananiz euagus, wo cmpameiyne 3MiyHeHHA HAYIOHATLHO20 Opendy Kumaio 6azyemvces Ha 4omupbox
gekmopax: exonomiunomy (iniyiamuea BRI ma 3ona RCEP), xynomypromy (mepesca Incmumymie Konghyyis),
mexnonoeiunomy (Huawei, TikTok, Alibaba) ma ouniomamuynomy. Xoua nosumueHuil eniue eapmocmi Openoy
HQ exchopm 0V8 UAGIeHUl NOOIU3Y CePeOHb020 3HAYEHHS, OOCHIONCeHH GUAGUIO HEeNIHIUHUL 36 30K, WO
XAPaAKMepusyemu st SMEHWeHHAM SpaHuyHoi npudymxogocmi, ocoonuso ons CLIA. [na Kumaro epanuynuii echexm
OpeHOy 3anUUaAEmbCst HUNCUUM, HIJIC Y pehepenmHuill pyni, OCKIIbKU 1020 eKCHOPIHE OOMIHY8AHHS HAPA3I Oinbule
3YMOBIEeHe eheKMUSHICIIO BUPOOHUYMBA MA YIHOBUMU PAKIMOPAML, HIJIC BLACHUM KANTMATOM OPEeHOY.

Bucnosxu. I'inomesa npo me, wo éniug Hayionanvho2o opendy Kumaio € cmamucmuuno 0inbul 3HaUywuM, Higxe
enaue CLLIA, ne 6yna emnipuyno niomeepodcena. OOHax 00caioxcenHs niokpeciioe napadoke opendy Kumaio y
C8IMOGII MOP2iGi: X0ua YiHHICHb 11020 OPEHAY HAPA3T € BMOPUHHOKO NOPIBHAHO 3 BUPOOHUYUMU NOMYHCHOCHAMU,
11020 3HAUEeHHs, 34 NPocHo3amul, 3pocmamume, ockinvku KHP nepexodums y eucokomexnonoeiui niwi ma 30iisuye
eKxcnopm 3 000aHOI 6APMICIIO. 3Peumoro, HayioOHATbHULL OPEHO CILYHCUMb BANCTUBUM ONEPAYIUHUM MEXAHIZMOM
0N inme2payii M Kol cunu y ceimogy mopeinio.

KoarouoBi  cioBa:  MDKHapogHa  €KOHOMiKa, HeMarepialibHi ~ aKTUBHM,  BapTicTh  OpeHmy,
KOHKYPEHTOCIPOMOJXKHICTh, €PEKT KpaiHW MOXO/KCHHS, III00ANBHE JIiIEPCTBO, TEOCKOHOMIKA, EKCIIOPT,
BIIKPHUTICTB TOPTiBIIi.

CTarTs MOUIMPIOETHCS Ha Jlata nmepiroro HagxXomKeHHs cTaTTi Jo Bumanus: 06.03.2026
@ @ YMOBaX JIIEH311 BIAKPUTOTO Jlata npuiHSTTS CTATTi 10 APYKY miciis peuensyBanus: 27.03.2026
moctyny (CC BY 4.0) Jara my6uikanii (onpumtogHenHs) crarri: 07.05.2026
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INFORMATION AND LEGAL RISKS OF THE DIGITAL
TRANSFORMATION OF THE PERSONNEL TRAINING SYSTEM
FOR THE STATE PENITENTIARY SERVICE OF UKRAINE AMID

AUTOMATION AND CYBER THREATS

Aim. The primary objective of this article is to analyse the information and legal risks arising during the
digital transformation of the personnel training system within the State Penitentiary Service of Ukraine. In
the contemporary environment, characterised by the digitalisation of educational processes, the automation
of administrative procedures, and the increasing complexity of cyber threats, it is essential to examine how
these technological developments interact with existing legal frameworks. Particular attention is paid to
issues of information protection, personal data processing, and the legal regulation of digital educational
resources used in professional training. The study also aims to substantiate directions for improving the legal
and organisational mechanisms of information security within the personnel training system.

Methods. The research methodology combines general scientific principles with specialised legal methods.
The formal-legal method was applied to analyse national legislation and departmental regulatory acts
concerning information protection and personal data processing. The comparative-legal method was used to
compare Ukrainian regulatory approaches with European standards, particularly the General Data Protection
Regulation (GDPR) and relevant European Union cybersecurity directives. Systemic-structural, analytical,
and logical-legal methods were also employed to identify legislative gaps, organisational shortcomings, and
risks associated with the implementation of automated and algorithmic systems in the professional training
of law enforcement and correctional personnel.

Results. The findings demonstrate that the digitalisation of personnel training is accompanied by increased
risks related to the violation of the principles of legality, proportionality, and purpose limitation in information
processing. The research reveals an insufficient level of information security culture, fragmented legal
regulation, and uncertainty regarding the legal status of digital educational resources. The introduction of
algorithmic assessment systems without adequate legal oversight may reduce transparency and potentially
affect the rights of personnel.

Conclusions. The study concludes that it is necessary to establish a coherent information and legal mechanism
for personnel training that combines effective legal regulation, organisational measures, and internal control
procedures with the development of digital and legal competencies among personnel. Harmonisation with
European standards is an important prerequisite for strengthening cybersecurity and institutional trust in
digital technologies in the public sector.

Key words: Public Sector Information Security, Protection of Personal Data, Digitalisation of Public
Administration, Cyber Risks in Educational Systems, Automated Decision-Making, Legal Regulation of
Digital Technologies, Digital Competencies of Personnel.
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services brings to the fore the issues of compliance with information
legislation and the principles of legality, proportionality, and purpose
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An insufficient culture of information security among SPSU
personnel, the fragmented legal regulation of digital processes, the
lack of a comprehensive information security concept in the field
of vocational training, and the limited integration of European
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standards—specifically the provisions of the GDPR and EU cybersecurity acts—significantly increase the
risks of violating the rights of data subjects, data breaches, and a decline in trust in digital tools. Under
these circumstances, the scholarly reflection on the information and legal risks of digitalising the training
of SPSU personnel is of paramount relevance.

The current stage of development of the State Penitentiary Service of Ukraine is characterised by
the active implementation of digital technologies in the system of professional training and continuous
professional development. The use of electronic educational resources, distance learning platforms,
automated assessment systems, and elements of algorithmic management contributes to the optimisation
of educational processes and increases their efficiency. At the same time, such processes create new
information and legal challenges related to ensuring the protection of personal data, official information,
and the upholding of the rights of SPSU personnel. The absence of a clear legal definition for the status
of digital educational resources, insufficient internal control over compliance with information security
policies, and the low level of digital competence among certain categories of personnel reinforce the
impact of the human factor on the state of cybersecurity. In this context, there is a need for a comprehensive
information and legal analysis of the risks associated with the digital transformation of the SPSU personnel
training system.

Aim and Objectives of the Study. The aim of the study is to conduct a comprehensive analysis of
the information and legal risks of the digital transformation of the personnel training system of the State
Penitentiary Service of Ukraine and to substantiate the directions for improving the legal regulation and
organisational mechanisms for ensuring information security.

To achieve this aim, the following objectives have been defined: To analyse the legal risks of processing
and protecting information in the process of training SPSU personnel; To investigate the impact of
automated and algorithmic systems on the exercise of the rights of personnel and participants in educational
programmes; To assess the state of legal provision for an information security culture and internal control
within the SPSU system; To identify the problems of implementing European data protection standards
into national personnel training practices; To formulate proposals for the development of a comprehensive
information and legal concept for the digital training of SPSU personnel.

Research Methods. The methodological foundation of this study is comprised of a combination of
general scientific and specialised legal methods of enquiry. The formal-legal method was employed
to analyse the norms of Ukrainian national legislation, departmental regulatory acts of the SPSU,
and international instruments in the field of information security and personal data protection. The
comparative-legal method was applied to contrast national regulatory approaches to digital educational
processes with European standards, specifically the provisions of the GDPR, the NIS Directive, and the
Cybersecurity Act. The systemic-structural method allowed for the conceptualisation of the SPSU
personnel training system as a cohesive information-legal framework with interconnected organisational,
legal, and technical elements. Furthermore, analytical and logical-legal methods were used to identify
legal lacunae, conflicts, and risks arising during the digitalisation and automation of educational and
administrative procedures.

Literature Review. In scientific literature, the implementation of management systems within the
penitentiary sector is regarded as a key direction of digital transformation, aimed at replacing paper-
based procedures with integrated, offender-oriented databases and unified information systems to support
admission processes, individual case management, and inter-agency reporting. Case analysis indicates that
the fundamental functionality of such systems is the end-to-end recording of a prisoner’s life cycle—from
initial admission and classification to participation in programmes and eventual release—which ensures
the integrity of managerial decisions and increases administrative efficiency (Kathuria & Porporino,
2015). Specifically, the Offender Management Information System (OMIS) implemented in Namibia
illustrates the capabilities of systemic accounting for key data on convicts at all stages of their stay in a
correctional facility; it also demonstrates the functional advantages and implementation requirements for
similar solutions in resource-constrained environments, particularly regarding human capital, funding,
and personnel training (Kathuria & Porporino, 2015).

Practical examples of developing simplified online management systems for penitentiary institutions,
notably in Nigeria, confirm that tangible results can be achieved in terms of data accessibility, the creation
of a unified offender profile, and increased operational efficiency through the use of standard web and
database technologies (Ilemona, 2013). At the same time, research substantiates the necessity of introducing
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departmental statistical accounting and creating data warehouses or unified information systems as a
prerequisite for full process automation and the establishment of inter-departmental information exchange.
It 1s emphasised that the successful implementation of management information systems requires stable
funding, qualified IT personnel, end-user training programmes, and clear mechanisms for data quality
management and interoperability (Kathuria & Porporino, 2015).

In parallel with the development of management systems, security and monitoring technologies in
penitentiary institutions are transforming, evolving from basic CCTV and access control to complex
embedded infrastructures and analytical solutions. However, their design is largely determined by
institutional values and is accompanied by risks of excessive surveillance and the restriction of prisoners’
rights. Modern analytical studies highlight both the security benefits of digital systems and the ethical
and socio-technical trade-offs that arise during their integration into penitentiary infrastructure (Van De
Steene & Knight, 2017; Hofinger & Pflegerl, 2024; Ross et al., 2024).

Scientific reviews distinguish between two main groups of technologies: firstly, solutions embedded
to strengthen authoritative control and surveillance, and secondly, technologies aimed at meeting the
communication and educational needs of convicts—between which there is often a tension of goals and
practices (Ross et al., 2024). Empirical and theoretical studies suggest that digitalisation, in the absence
of a clear needs-based orientation, can lead to the expansion of surveillance practices, the delegation of
responsibility to technology, and the deepening of social inequality, resulting in ambiguous consequences
for individuals serving sentences (Hofinger & Pflegerl, 2024). A separate area of contemporary debate
concerns the potential of Artificial Intelligence (AI) and automation to normalise the custodial environment
and support rehabilitation processes; however, researchers stress the need for prior diagnostic planning to
identify potential risks, biases, and the requirements for proper governance of such technologies before
their practical implementation (Lopez Lorca, 2023). Simultaneously, it is underlined that the design and
accessibility of technology in the correctional sphere are significantly shaped by institutional culture,
bureaucratic practices, and societal perceptions, which can either limit or distort the set of tools actually
developed and applied in practice (Ross et al., 2024).

Research Results. The lack of a developed information security culture among SPSU personnel
is a significant risk factor for the effective functioning of personnel training systems within the digital
environment. Despite the existence of regulatory requirements for information protection, employees
frequently fail to adhere to the fundamental principles of secure engagement with electronic resources.
This is manifested in breaches of access policies, the use of weak passwords, the negligent handling
of confidential data, and insufficient attention to software updates. The absence of a conscious attitude
towards cybersecurity threats undermines the effectiveness of technical security measures and creates risks
of incidents stems from the human factor, highlighting the necessity for the systematic formation of an
information security culture through regular training, briefings, and methodological support for personnel.

A low level of internal control over compliance with security policies significantly complicates the
effective management of information risks during personnel training and institutional operations. The
absence of systematic monitoring, auditing, and assessment of the implementation of established rules
and procedures allows violations to remain undetected, which increases the likelihood of confidential
information leaks and unauthorised access to critical data. Furthermore, insufficient accountability and
oversight foster a passive attitude among staff regarding policy compliance, reducing the efficacy of
technical and organisational cyber-defence measures. In these circumstances, the introduction of regular
internal audits, access control mechanisms, and systematic verification of regulatory compliance is key to
enhancing the resilience of the information infrastructure and minimising risks associated with the human
factor.

The legal risks associated with the collection of data on training outcomes and the professional
activities of personnel are linked to the necessity of adhering to the principles of legality, proportionality,
and purpose limitation, as enshrined in national and European legislation. Unregulated procedures for the
collection, processing, and storage of data may lead to the violation of data subjects’ rights, particularly
the right to privacy and confidentiality. It also creates a potential threat to personnel through the unlawful
use of assessment results or professional activity records. Moreover, the absence of clear internal policies
and oversight regarding legislative compliance increases the risk of administrative and criminal liability
for the institution, which limits the effectiveness of information systems in the training process and
diminishes personnel trust in digital technologies and electronic services.
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The challenges of automated decision-making within the educational process are related to the need to
balance the efficiency of digital technologies with the requirements of legality, transparency, and fairness
in decisions affecting personnel. The use of algorithmic systems for knowledge assessment, candidate
selection, or the management of learning trajectories can result in opaque procedures, model biases, and
limited human oversight. Imperfections in algorithms, inadequate data quality control, and the lack of
methodologies for risk assessment in automated systems create the threat of unlawful decisions that may
infringe upon the rights of employees or trainees, thereby undermining trust in electronic educational
platforms.

Furthermore, automation requires a high level of personnel competence in information technology and
cybersecurity; its absence complicates the proper operation of systems and the timely detection of errors or
failures. Challenges also arise from the necessity to align automated procedures with national legislation
and international standards, particularly the GDPR, which mandates control over the lawfulness of data
processing and the protection of data subjects’ rights. Thus, the implementation of automated solutions
within the educational process requires a comprehensive approach that integrates technical, organisational,
and legal aspects.

A lack of modern research on cybersecurity within the public service and the penitentiary system
limits the capacity for evidence-based managerial decision-making and the development of effective
information protection measures. Existing scholarly works mostly address general aspects of cybersecurity
or technology applications in the private sector, while the specificities of state institutions and penitentiary
facilities—including handling confidential data and high-risk personnel-remain insufficiently explored.
This creates gaps in training methodology, security standards, and information risk management policies,
complicating the adaptation of international practices and hindering the formation of a cohesive cyber-
resilience system tailored to the specific needs of the public service and the penitentiary sphere.

The low level of integration of scientific results into training practices leads to a fragmented personnel
training process that lags behind modern challenges of digitalisation and cybersecurity. Developments
in information security, risk management methodologies, and data protection standards often remain
theoretical or are applied selectively, reducing the effectiveness of educational programmes and
complicating the development of practical competencies among personnel. Consequently, educational
institutions cannot fully employ advanced scientific approaches to adapt to international standards, ensure
the security of information systems, and enhance the quality of the digital transformation of the public
service and the penitentiary system.

Resistance to digital change and a lack of trust in electronic systems among personnel significantly
complicate the implementation of innovations in personnel training and information resource management.
Stereotypical attitudes towards traditional working methods, fear of new technologies, and concerns
regarding data security result in low engagement with electronic platforms, distance learning systems,
and automated assessment tools. Such resistance slows down the digital transformation process, reduces
the efficiency of personnel training, and increases information security risks due to insufficient awareness
and an inability to interact correctly with modern information systems.

Low motivation to enhance digital competence among personnel negatively impacts the effectiveness
of information technology implementation and compliance with cybersecurity requirements during
training. Employees often fail to see immediate benefits in developing skills related to electronic
systems, data management, and information protection, leading to a perfunctory or incomplete mastery
of training programmes. This situation hinders the establishment of a unified level of digital literacy,
reduces the efficiency of institutional digital transformation, and increases the vulnerability of information
infrastructure to incidents caused by the human factor.

Fears of job loss due to digitalisation and automation create psychological and organisational barriers
to innovation in personnel training and information resource management. Employees who perceive
automated systems and electronic services as a threat to their professional positions often demonstrate
resistance to new technologies, limited engagement in training, and minimal initiative in using digital
tools. This attitude slows the digital transformation process, reduces the effectiveness of cyber-defence
measures, and prevents the formation of a unified information security culture, ultimately increasing the
risks of unauthorised data access and violations of institutional information policies.

Stress factors associated with the intensive implementation of new technologies significantly affect the
effectiveness of personnel training and adaptation to the digital environment. Frequent changes in software,
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the necessity of mastering complex information systems, and the continuous updating of skills create a
psychological burden that can reduce productivity, concentration levels, and the ability of employees
to use digital resources safely. This state increases the probability of errors, breaches of cybersecurity
procedures, and uneven levels of digital competence among personnel, which, in turn, complicates the
implementation of information security policies and the effective digital transformation of institutions.

The absence of a comprehensive information security concept in the field of personnel training is one
of the key problems of modern state and educational policy. Existing regulatory acts and methodological
recommendations mostly cover isolated aspects of cyber defence, personal data protection, or information
risk management, yet they do not form a cohesive system that integrates all necessary components.
Such fragmentation in legal and organisational regulation creates gaps in personnel training, reduces
the effectiveness of information resource protection, and complicates the standardisation of educational
programmes aimed at building digital security competencies.

The lack of a unified concept also complicates the integration of national standards with international
norms, particularly the provisions of the GDPR, the Cybersecurity Act, and ENISA recommendations,
which lowers the level of compliance of the Ukrainian personnel training system with European practices.
Insufficiently clear legal and methodological approaches to information protection, access control, the
maintenance of electronic registers, and the monitoring of cyber risks lead to increased vulnerability of
institutions to cyber threats and legal risks, while also hindering the formation of an information security
culture among employees. Thus, the absence of a comprehensive concept hampers effective digital
transformation and the integration of modern technologies into the personnel training system.

The uncertainty of the legal status of information resources and educational infrastructure objects
creates substantial problems for the effective functioning of the personnel training system. The lack of
a clear classification for electronic educational resources, digital platforms, and databases complicates
the definition of users’ rights and obligations, the procedures for information access, and responsibility
for its processing. This leads to the ambiguous application of legislative norms governing information
security and personal data protection, thereby reducing the effectiveness of organisational and technical
information protection measures.

Legal uncertainty regarding the status of educational infrastructure objects also increases the risks
of violating the confidentiality and integrity of information resources. The absence of unified standards
for regulating electronic services and distance learning platforms complicates access control, data usage
monitoring, and the assurance of security, which, in turn, creates potential threats for personnel and
trainees. This situation necessitates the development of clear regulatory approaches and methodological
recommendations to define the legal status of digital educational resources and educational infrastructure
systems.

Insufficient personnel competence in the field of digital transformation and cybersecurity significantly
limits the effectiveness of implementing modern information technologies in the training process. Low
levels of digital literacy, a limited understanding of cybersecurity principles, and a lack of skills in
working with electronic systems create preconditions for security policy violations and the inefficient use
of electronic services, thereby increasing the risk of incidents associated with the human factor.

Furthermore, insufficient personnel training complicates the implementation of international standards,
which negatively impacts the integration of the national training system into the European legal and
technological space. The absence of a systemic approach to professional development and regular training
in cybersecurity limits the capacity of institutions to provide comprehensive protection for information
resources, maintain the continuous development of electronic services, and foster an information security
culture among employees.

The legal and organisational risks associated with the implementation of digital technologies and
algorithmic systems in personnel training are linked to the necessity of ensuring the legality, transparency,
and accountability of automated processes. The use of electronic platforms for knowledge assessment,
the management of learning trajectories, and the processing of personal data may lead to violations of the
rights of employees and trainees in cases of inadequate oversight, opaque algorithms, or system errors.
The lack of regulation regarding the use of algorithmic solutions increases the risk of legal claims and
adversely affects personnel trust in digital tools.

Moreover, the integration of digital technologies into educational processes is complicated by
conflicts between national and European legislation. The insufficient integration of international
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standards into internal institutional regulations creates gaps in data protection, access control, and
the auditing of information systems. Consequently, the efficiency of the digital transformation of
personnel training is reduced, while the risks of unauthorised access, data leaks, and violations of
data subjects’ rights remains high, necessitating the development of clear legal and organisational
regulatory mechanisms.

The analysis of the information-legal framework for personnel training reveals systemic lacunae in
national legislation and regulatory acts. The absence of a comprehensive information security concept,
along with the uncertainty of the legal status of information resources and educational infrastructure
objects, creates legal conflicts and gaps that complicate the assurance of legality and accountability in the
management of personnel data. Such deficiencies increase the risks of violating the rights of data subjects
and limit the capacity of state institutions to fulfill the requirements of international law regarding data
protection and cybersecurity.

Insufficient personnel competence in the field of information law and cybersecurity exacerbates legal
risks, as it limits the ability of subjects to comply with established policies, regulatory acts, and data
processing standards. The imperfection of internal regulations, the absence of systematic oversight, and
the uneven application of legislative requirements create a basis for unauthorised access to information,
breaches of confidentiality, and non-compliance with the principles of legality, proportionality, and purpose
limitation enshrined in national laws and EU provisions, specifically the GDPR and the NIS Directive.

The formation of an effective information-legal system for personnel training requires the creation of a
unified legal and methodological framework that integrates cyber-defence measures, rules for processing
personal data, and mechanisms for monitoring legislative compliance. The introduction of clear procedures,
regular auditing, and professional development for personnel in the field of information law will allow for
the reduction of legal risks, ensure the accountability of state bodies, and guarantee the alignment of the
national training system with international standards in information protection and cybersecurity.

Conclusions. The study establishes that the digital transformation of the personnel training system of
the State Penitentiary Service of Ukraine is accompanied by significant information and legal risks, driven
by the specific nature of official activities, fragmented regulatory frameworks, and an insufficient level
of information security culture. The use of automated and algorithmic systems in the educational process
without adequate legal regulation and oversight increases the risks of infringing upon personnel rights,
opacity in assessment procedures, and the unlawful processing of personal data.

The absence of a unified, comprehensive information security concept for SPSU personnel training
and the uncertainty regarding the legal status of digital educational resources complicate the integration of
European standards and weaken the cyber-resilience of the departmental information infrastructure. The
study substantiates the necessity of forming a cohesive information-legal mechanism for the training of
SPSU personnel, which combines legal regulation, effective internal control, the systematic enhancement
of digital and legal competencies, and the harmonisation of national norms with international cybersecurity
standards.
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Mema. Ochosnoio memoio 00CHiOdNceHHs: € 30ICHeN s KOMNIEKCHO20 NPAB08020 Md HAYKOBO2O OO0CTIONCEHHS.
IHOpMAaYiiHO-NPABOBUX PUBUKIE, WO BUHUKAIONb V Npoyeci yugposoi mpancopmayii cucmemu nio2omoeKu
nepconany JlepacasHoi KpumMiHaIbHO-6UKOHABUOL Cliyocou Ykpainu. Y cyuacnux ymosax, aKki xapakmepuzyomsbcs
WUPOKOIO ABMOMAMU3AYIEID OCGIMHIX NPOYeCie ma CIMPIMKUM 3DOCIAHHAM CKIAOHUX Kibep3azpo3, 0coOau6020
3HAUEeHHS HADYBAE AHATI3 B3AEMOOTT MAKUX MEXHONO02IN I3 YUHHUMU NPABOBUMU MeXaHizmamu pe2ynrosanHs. Taxooc
OOIPYHMOBYIOMbCA CIpAMeiuni Hanpsmu YOOCKOHANEHHS. NPABOBUX MA OpP2aHi3ayiliHuX 3acad 3abe3neueHHs
iHghopmayiunoi besnexu y chepi npogheciiinoi niocomosxu nepconany. Ocobnusa yeaza npuoiisiemvpcs HeoOXIOHOC
V320001CeHHs npoyecis yupposizayii 0epicagHux IHCMumyyil i3 NPUHYUNAMU 8ePX0BEHCMBA NPABA, HATENICHO2O
8pA0Y6aHHS Ma e(heKMuUBHOCH A0MIHICIMPaAmMusHoL QisIbHOCII

Memoou. Memooonoeiuny ocHo8y 00CHIONCEHHS CMAHOBUNMb NOEOHAHHA 3020TbHOHAYKOBUX NPUHYUNIE NI3HAHHA
ma cneyianbHux I0puouyHUX Memodig docriodicerts. PopmanbHO-PUOULHUL MemOoO 3aCMOCO8AHO Ol AHANIZY
HAYIOHATBHORO 3AKOHOOABCBA MA GIOOMUUX HOPMAMUBHO-NPABOGUX AKINIG, WO Pe2yTIoiomb HUMAHHS 3aXUCHY
inghopmayii ma nepconanvnux danux y cghepi npogeciiinoi niocomosxu nepconany. 3 memoio 3adesneueHHs
MIJICHAPOOHOI  penesanmHoCmi  00CTIONCEHHS, BUKOPUCTIAHO TNOPIBHATHO-NPABOGUL MemOo0, SKUlL 0036018
sicmasumu  YKpaincoki nioxodu 00 NPAB06O20 PeylioBanHs 13 €8PONEUCOKUMU CIAHOAPMAMY, 30Kpemd
nonodxcennamu 3aeanvHozo peenamenmy €C npo saxucm oanux (GDPR) ma knwouosux oupexmus €8ponelicokoco
Corwsy y cehepi xibepbesnexu. Kpim moeo, 3acmocosarno cucmemno-cmpyKmypHuil, GHAnimusHull i 102iko-npasosuil
Memoou 0N GUSGILEHHS. NPOSAIUH Y 3AKOHOOABCMEI, OPeAHI3AYIUHUX HeOONIKie ma Cheyu@iunux pusuxis, wo
BUHUKAIOMDb Y NPOYeci NPoBAINCEHHs ABMOMAMUZ0BAHUX | ANLOPUMMIYHUX CUCIEM y NPOecitiny ni02omosKy
NEePCOHAY NPABOOXOPOHHUX | NEHIMEHYIAPHUX OP2AHIB.

Pesynomamu. 'V pesynvmami 00CriOdCceHHs. 8CMAHO8IIEHO, Wo Yudposizayis cucmemu ni020MO6KU NEPCOHALY
CYNPOBOONCYEMBCA 3POCIAHHAM DU3UKIE NOPYUICHHS NPUHYUNIE 3AKOHHOCMI, NPONOPYILHOCHI MA YiNb08020
npUsHaYeHHs nio uac 0opobxu inghopmayii. Busieneno Hedocmamnuitl piserb ChopmMoBaHOCMI Kyibnypu iHghopmayiiHoi
besnexu, ppazmenmapuicms npagoeoco pe2yro6anHs ma HesUSHAYEHICb NPAagooco CMAmMYCy OKpemux 6udie
yughposux oceimuix pecypcis. OOIpYHMOBAHO, WO BNPOBAONCEHHSA ANLOPUMMIYHUX CUCTEM OYIHIOBAHHS Ma
VIPABIHHS OCEIMHIM HPOYECOM 30 8I0CYMHOCH HANEHCHO20 NPABOBO20 KOHMPOII0 MOXdCE NPU3BECIU 00 3HUMCEHHS
NPO30pPOCHI AOMIHICHPAMUBHUX Npoyedyp i NOMeHYiliHo20 NOpYuleHHs npag nepcouaiy. Taxkoxc 8CMAHO8IEHo,
Wo obMmedicena iMnieMeHmayis €6PONeliCbKUX CHAHOAPmMi6 3aXUCHy OAHUX NIOBUULYE DiBeHb NPABOBUX PUSUKIG |
Kibepypaznugocmell y 6100MUitl OCIMHILl IHPACmpyKmypi.

Bucnosku. 3pobneno 6uchosox npo HaeanvHy HeoOXiOHiCMb (OPMYBAHHS YiNiCHO2O [HOPMAYIUHO-NPABOBOCO
MeXaHi3My Ni020MOGKY NePCOHANY, SKULl MAc MNOEOHY8amu egekmushe npasose peyiio8ants, CUCTEMH]
OpeaHi3ayilini 3axo00u ma Oi€di GHYMPIWHI MEXAHIZMU KOHMPOTIO [3 NOCTIO0BHUM NIOBUWEHHIM DIHS Yudposoi
ma npasoeoi komnemenmuocmi npayisuuxie. OOIPYHMOBAHO, WO 2APMOHI3AYIA HAYIOHATILHO2O 3AKOHOOABCMEA 3
€BPONEUCHKUMY CIMAHOAPMAMY € KIHUO0B0I0 NEPe0YMOBOI0 NIOBUWEHHS KiDepCMIUKOCMI 0epiCaBHUX THCIUMYYill
ma gopmysarus iHcmumyyitiHoi 008ipu 00 BUKOPUCHIAHHS YUDPOBUX MEXHONO0ZIN Y NYOTIYHOMY CeKMOPI.

KiouoBi ciaoBa: iHpopmaniiina Oesneka MyOMiYHOrO CEKTOpPY, 3aXHCT NEPCOHAIBHHMX JaHUX,
mrdpoBizanis Aep>KaBHOTO yNPaBIiHH, KIOEPPU3UKH B OCBITHIX CHCTEMax, aBTOMaTU30BaHE MPUHHATTS
pillieHb, TPAaBOBE PETYNIOBAHHS IU(PPOBUX TEXHOJOTIH, U(POBI KOMIIETEHTHOCTI TIEPCOHAITY.
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DIGITALISATION OF CUSTOMS AS A PREREQUISITE
FOR INTEGRATION INTO THE EUROPEAN SPACE

Purpose. The article aims to provide a theoretical and practical substantiation of the digital transformation
of customs administration as a “trust infrastructure” within the framework of Ukraine s sectoral convergence
with the European Union (EU), and to demonstrate how the standardization of data and procedures
contributes to balancing legitimate trade facilitation with customs control.

Methods. The study employs an institutional and legal analysis of EU regulations and international standards
related to the digitalization of customs procedures within the customs authorities of Ukraine. A comparative
analysis of the functioning of digital customs systems and customs risk management mechanisms in the EU
is applied, together with a content analysis of official strategic and policy documents. In addition, a systemic
approach is used to generalize the role of digital technologies, electronic data exchange, and the Authorised
Economic Operator (AEO) programme.

Results. The study substantiates that the digital rethinking of customs administration forms a “trust
infrastructure” that ensures effective interaction between the state and business in international trade. It
is established that the standardization of data, the implementation of electronic information exchange, and
the use of integrated customs IT systems facilitate the transition to a risk-oriented model of customs control.
The findings show that digital customs administration tools, including pre-arrival information systems and
the AEO programme, improve the accuracy of risk profiling and allow control efforts to be focused on high-
risk operations. It is also demonstrated that aligning Ukraine's digital customs standards with EU practices
enhances the effectiveness of customs risk management.

Conclusions. The article demonstrates that the digitalization of customs administration plays a key role in
building a “trust infrastructure” that supports Ukraine s integration into the EU customs and digital space.
Standardized data and procedures within systems such as NCTS, ICS2, and SEED+ enable the transition
to a risk-oriented model of customs control. The use of pre-arrival data and automated risk analysis shifts
the focus from physical inspections to analytical risk profiling. Institutional trust mechanisms, particularly
the AEO programme, strengthen cooperation between customs authorities and businesses. Overall, digital
transformation improves data quality and ensures a balance between trade facilitation and effective customs
risk management.

Key words: electronic data exchange, customs control, risk management, Authorised Economic Operator,
foreign trade, customs logistics, customs simplification, European integration.
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Introduction. Ukraine’s European integration process has
entered a phase of deep sectoral and institutional convergence, in
which digitalization functions not as a mere “add-on” to reforms
but as a systemic instrument for transforming public administration,
the economy, and the legal environment (EC, 2026a). Within
the EU enlargement cluster methodology, digital transformation
and customs integration are primarily concentrated in Cluster
3, “Competitiveness and Inclusive Growth”, particularly in
Chapter 10, “Digital Transformation and Media”, and Chapter
29, “Customs Union”. This framework establishes the parameters
for the convergence of public administration mechanisms,
procedures, and digital standards (CEU, 2025). Within this logic,
digitalization is interpreted as a trust infrastructure of that reduces
transaction costs, limits administrative discretion, and enhances the
predictability of interactions between the state and business. The
EU views Ukraine’s digital resilience as an element of the broader
architecture of European security and economic stability, which is
reflected in the scale of “Team Europe” support and in the linkage
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of financial assistance to the implementation of reforms and the achievement of specific indicators (EP,
2025). According to estimates by EU institutions, the total volume of support provided to Ukraine by
the EU and its Member States amounts to approximately EUR 177.5 billion, encompassing financial,
humanitarian, and military components. A strategic financial “anchor” is the Ukraine Facility, amounting
to EUR 50 billion for the period 2024-2027. It is structured around three pillars, with the core component
being budgetary support based on the Ukraine Plan, which includes a set of reforms and investment
measures, accompanied by an enhanced system of audit and control (CEU, 2024). In this context, the
economic rationale for digitalization lies not only in improving the quality of public services but also in
strengthening competitiveness. For instance, analytics of Organisation for Economic Co-operation and
Development (OECD) indicate that even a 1% reduction in global trade costs may generate an increase
in global income or savings exceeding USD 40 billion. This positions digital and procedural reforms as
a component of a “growth economy”, rather than merely an instrument of administrative modernization
(OECD, 2018).

The development of IT synergy between Ukraine and the EU unfolds across three complementary
dimensions. First, it involves the modernization of customs and logistics infrastructure through the
implementation of interoperable IT frameworks for transit and data exchange, primarily aimed at
enhancing customs risk management. In this regard, Ukraine launched the application of NCTS Phase
5 on 22 April 2024, which is critically important for the standardization of transit procedures and for
aligning them with the practices of the Common Transit system in Europe (DMSU, 2026a). Second,
convergence is taking place with the European legal framework governing electronic identification and
trust services (eIDAS) and with the broader objectives of the Digital Single Market (DSM), where key
priorities include the mutual recognition of electronic identification means, legal certainty of electronic
transactions, and the interoperability of digital services (EC, 2015). Third, Ukraine is strengthening its
participation in supranational programmes aimed at developing digital capacities and infrastructure. In
particular, this includes association with the Digital Europe Programme, which supports projects in the
fields of supercomputing, artificial intelligence (Al), digital skills, and innovation hubs, as well as the use
of opportunities provided by the Connecting Europe Facility (CEF) as an instrument for investment in
transport, energy, and digital networks (EC, 2026b).

Accordingly, one of the primary objectives of this study is to analytically document progress along these
tracks and to identify the causal relationships between digital implementations and the effectiveness of
public policy, focusing on governability, transparency, reduced interaction costs, and procedural efficiency.
The study also aims to outline barriers such as interoperability, data quality, regulatory alignment, and
cyber resilience that are critical for Ukraine’s continued advancement toward full EU membership.

Transformation of Ukrainian customs space. Ukraine’s accession to the Convention on a Common
Transit Procedure constitutes a systemic element of aligning customs administration with EU practices
and a prerequisite for integration into the common transit area. The Convention entered into force for
Ukraine on 1 October 2022. This enabled the introduction of uniform transit rules among participating
countries and ensured the mutual recognition of control formalities in transit operations. Within the
framework of the Convention, the common transit procedure is applied among 37 countries, including
EU Member States and other European countries, which determines the scale of the effects resulting
from the unification of transit rules for Ukrainian exports and imports. The technological core of the
Convention is the New Computerised Transit System (NCTS), an IT system that enables the exchange of
transit information between customs administrations and supports the standardized life cycle of a transit
operation. In procedural terms, NCTS codifies the principle of “one means of transport — one declaration
— one guarantee”, whereby transit is carried out from the customs office of departure to the customs office
of destination under a single transit declaration and a single guarantee valid throughout all countries along
the route (DMSU, 2026b).

This approach serves as an instrument for the standardization of customs control through several
mechanisms:

a) the harmonization of data structures and status categories of transit messages;

b) the mandatory provision of guarantees for transit movements;

c) the application of sealing procedures recognized by participating countries;

d) the possibility of transit simplifications, including a comprehensive guarantee with the possibility
of reduction up to a guarantee waiver, as well as the status of authorized consignor/consignee.
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In the development of NCTS, the key elements are the versioned “phases”, which modify data
structures and the set of messages used within the system. Ukraine fulfilled its obligation to transition to
NCTS Phase 5 on 22 April 2024, thereby ensuring compatibility with the overall evolution of the system
in the countries participating in the Convention. Further synchronization of the operational environment
was strengthened by the pan-European transition to new NCTS releases, including the completion of the
rollout of NCTS-P5 in countries that use NCTS (EC, 2025a).

The empirical dynamics of the use of the common transit procedure indicate a transition of NCTS from
a “point-based” instrument to a mass operational standard for a significant share of transit flows. By the end
of 2025, almost 96.5 thousand movements initiated by the customs authorities of Ukraine and completed
in other countries participating in the Convention on a Common Transit Procedure had been recorded. In
Ukraine, more than 45.5 thousand movements initiated by other participating countries were completed.
In total, nearly 142 thousand transit declarations were processed, representing an unprecedented result for
Ukraine in the international application of NCTS. A structural shift toward the domestic use of NCTS was
also recorded. The number of movements under internal transit increased by almost 2.5 times, from 10
thousand in 2024 to 24.5 thousand in 2025 (MFU, 2026). This trend may be interpreted as an indicator of
growing business confidence in digital transit procedures and the diffusion of European procedural logic
into domestic supply chains (see Table 1).

Table 1
Key indicators of NCTS application in Ukraine in 2025
Indicator name Metric Characteristic
Total number of transit declarations i?llomu:::lééu Scaling NCTS as the «default» transit channel

Transfers initiated by Ukrainian

customs authorities and completed 3115?1::;(?6.5 Intensity of cross-border transit originating in Ukraine
in other countries
Transfers initiated in other countries Growth in «inbound» transit and integration of import
. . Over 45.5 thousand
and completed in Ukraine flows
Internal transit in NCTS Over 24.5 thousand Instituti.onalisation of the digital transit standard in
domestic transport
Consolidation of the guarantee market and growth in
87 guarantee capacity. Despite a decrease in the number
General guarantees (almost EUR 300 of entities (from 109 in 2024), the total volume of
million) guarantees increased by 51%, indicating a consolidation
of the financial capacity of large operators.
22,701

Individual guarantees Extension of guarantees coverage for transit operations

(over EUR 1 billion)

Development of a partnership model and trust-based
simplifications. In 2025, three new companies were
added. This is the highest level of trust in business,
allowing companies to free up working capital.

11 entities
Exemption from guarantee (over EUR 57
million)

Source: (MFU, 2026)

The transition to NCTS-P6 in the EU is associated not only with the technical modernization of
messages and data structures but also with addressing the task of integrating transit procedures with entry
security and safety requirements through ICS2 (Import Control System 2).

The European Commission identifies two implementation options for NCTS-P6.

1. Opt-out option: Entry Summary Declaration (ENS) data are submitted directly to ICS2 separately
from the transit declaration.

2. Opt-in option: the ENS message is incorporated into the transit declaration, while NCTS-P6
provides an interface with ICS2 to support the execution of business processes such as risk analysis,
control recommendations, and decision-making (EC, n.d.-a).

Within the framework of preparations for NCTS-P6, Ukraine is inclined toward the implementation
of the opt-in model, which is more complex from a technical perspective but procedurally more efficient
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for businesses because it avoids the duplication of ENS submissions and transit data. This approach is
reflected in the official communications of the State Customs Service of Ukraine (DMSU, 2026¢). Even
in the presence of pan-European implementation schedules, practical risks arise due to the asynchronous
transition of individual states to NCTS Phase 6 (NCTS-P6) and ICS2. A demonstrative example is the case
of Hungary, which, starting from 18 February 2026, introduced the application of NCTS-P6 and ICS2.
This resulted in the mandatory submission of ENS through ICS2 in addition to the T1 declaration for entry
into the EU via Hungary. A transitional period has been established until 15 March 2026, after which ENS
submissions are accepted exclusively through ICS2 (DMSU, 2026d).

For Ukraine, this means that the standardization of customs control procedures must take into account
not only “national readiness” but also the cross-national compatibility of implementation timelines, since
local “advances” or “delays” in individual transit corridors can quickly translate into transaction costs and
risks of operational disruptions.

The NCTS case demonstrates that the standardization of customs control procedures in a digital
environment constitutes a threefold task:

1. Procedural standardization — establishing uniform rules, simplifications, and the formalization of
stages and statuses within NCTS.

2. Data and interoperability — harmonizing data sets and message flows between NCTS and ICS2
through opt-in or opt-out architectures.

3. Institutional trust and compliance ecosystem — implementing guarantee instruments, developing
simplifications, and transitioning toward a partnership model between customs authorities and business.

Technological modernisation of the national customs service. In the current context, the digital
transformation of customs should be understood not merely as the digitization of individual procedures,
but as a shift toward a data-driven control model, where the key management resources are data quality,
standardized procedures, and IT interoperability. Within this paradigm, customs control moves from a
predominance of manual operations to automated decision-making workflows, while risk management
becomes the central mechanism for balancing the facilitation of legitimate trade with the prevention of
violations. Accordingly, the technological modernization of customs should be assessed based on the
system’s ability to ensure:

a) automated data validation;

b) algorithmic selection of control objects;

c) transparent logging of officials’ actions;

d) electronic interaction with participants in the supply chain.

A notable development is the integration of artificial intelligence elements into automated risk analysis
tools. In particular, the State Customs Service of Ukraine has reported the implementation of a new
version of its automated risk analysis system that employs generative large language models (LLMs) to
automate the verification of names and surnames in customs declarations. According to the stated logic,
the Al identifies incorrect entries and focuses manual checks on the most questionable cases, thereby
simultaneously increasing the throughput of control procedures and reducing the influence of human
factors (DMSU, 2026¢). In practical terms, this signifies a shift toward preventive data quality control.
Reducing errors in primary data sets improves the accuracy of risk profiling and decreases the proportion
of unjustified interventions in legitimate trade.

A parallel track of modernization involves the upgrading of technical means for customs control at
the border. The State Customs Service publicly links the deployment of modern scanners and weighing
systems at checkpoints to the need for faster vehicle inspections, more effective detection of potential
violations, and, consequently, an enhanced fiscal impact through reduced opportunities for evasion. In a
scientific and practical interpretation, this approach establishes a model of “hybrid control”, combining
physical inspection tools with analytical risk management instruments, where technical means serve as
tools for implementing selective decisions rather than as a universal practice of blanket inspections.

Particular attention is required for the digital modernization of seaport checkpoints, which are
characterized by high process complexity and a substantial volume of documentation. Currently, a pilot
operation is underway for the functionality of the Electronic Log of the Seaport Checkpoint as part of the
updated Automated Customs Clearance System. The expected impact is defined through the automation
of customs clearance at seaport checkpoints and the simplification and acceleration of customs control for
foreign-going vessels.
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It is further specified that the implementation of the electronic log is intended to ensure: electronic
receipt, processing, and storage of documents; electronic transmission of decisions to members of the
port community; logging of inspectors’ actions; and the automation of risk assessment during control
procedures for vessels. In the context of standardization, this signifies the institutionalization of a “process
benchmark”, where procedures are embedded in IT workflow logic, and deviations become manageable
and auditable, thereby enhancing integrity and reproducibility of practices.

Authorised Economic Operator (AEQO). The institution of the AEO emerged as the core of the
“Customs — Business” partnership model within the SAFE Framework of Standards of the World Customs
Organization, which was adopted in 2005. The AEO programme was subsequently introduced in 2007 as
the flagship mechanism of the “Customs—Business” partnership [WCO, n.d.]. In the SAFE Framework
of Standards 2025 edition (SAFE FoS 2025), the emphasis shifts from “formal compliance” toward the
management of internal risks, ethical standards, and the prevention of insider threats. This strengthens the
understanding of the AEO as an institution of trust rather than merely a “set of benefits” (WCO, 2025).

In the national legal framework, the AEO is institutionalized through the provisions of the Customs
Code of Ukraine, which establish a logic of prior trust and selective control based on reliability and
compliance criteria. A critically important prerequisite for scaling the AEO institution has been process-
oriented digitalization. In this regard, the State Customs Service has initiated the phased implementation
of the updated Customs Decisions System CDS.UA, which operationalizes electronic workflows for the
submission of applications and the adoption of administrative decisions in the field of authorizations
and simplifications (DMSU, 2026f). Empirically, the AEO programme demonstrates steady growth.
According to the progress report on the National Revenue Strategy for 2024, the number of enterprises
holding AEO status reached 77, reflecting increased interest from the business community. At the same
time, an expansion of the system of simplifications and regular communication between the customs
authorities and business associations has been recorded (MFU, 2025). In 2025, the number of enterprises
holding AEO status reached 110, and the evaluation of new applicants was completed during the year.
This indicates a transition from isolated authorizations to a programmatic model of trust (DMSU, 2026g).
The granting of the 110th AEO status to a large trading operator demonstrates that the AEO regime is
becoming relevant not only for traditional exporters and manufacturers but also for sectors characterized
by a high frequency of import shipments and a significant volume of documentation.

Despite quantitative growth, the key issue remains the structure of AEO authorizations by type.
According to the official report of the Ministry of Finance, prepared in the context of the work of the EU—
Ukraine Sub-Committee on Customs Cooperation, the European Union specifically emphasized the need
to increase the number of AEO authorizations of the “security and safety” type (AEO-S). A benchmark
of 10 such operators has been confirmed, whereas as of 1 January 2025 their number stood at only three
(MFU, 2025, p. 41).

This means that, in order to achieve practical readiness for negotiations on the mutual recognition of
AEOQ, Ukraine should move from merely expanding the AEO perimeter toward the targeted stimulation
of the security dimension. This includes standardized requirements for internal supply chain security
covering personnel, access control, and counterparties; the integration of ethical and anti-corruption
policies into the compliance package; and the development of bundled digital services for AEO-S within
CDS.UA, including policy templates and typical risk profiles for accelerated targeting. Such measures can
serve as an element of the standardization of customs control procedures.

Cross-border data exchange and multimodal logistics. The transition to paperless procedures in
trade and at the border should be understood as a sequence of interrelated institutional and technological
steps rather than as a one-time IT modernization. In practical terms, the concept of “going paperless”
encompasses the following elements:

1) digitization of trade documents;

2) the digitalization of procedures;

3) the application of digital technologies to connect processes and manage risks;

4) the standardization of data elements;

5) the establishment of legal and organizational frameworks that legitimize electronic operations.

Empirical assessments by the OECD further emphasize that data availability and regulatory
compatibility are becoming key constraints for the automation of border control. Improvements in the
automation and coordination of border procedures, reflected in a 10% increase in Trade Facilitation
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Indicators (TFIs), are associated with an increase in global merchandise exports of up to 18%. At the same
time, improvements in the regulatory environment governing digital transactions are associated with an
increase in global exports of up to 37% (OECD, 2025). Within this logic, cross-border data exchange and
the digitalization of transport documents function not as a supplementary layer but as structural elements
underpinning the standardization of customs control procedures. They reduce information gaps between
jurisdictions by shifting control toward a regime of advance analytics and risk-based targeting. The
SEED (Systematic Electronic Exchange of Data) system has evolved as an instrument for the systematic
electronic exchange of customs data between neighboring administrations and has been operating for
more than a decade in the regional CEFTA framework. Its core value lies in providing customs authorities
of the destination country with pre-arrival access to relevant cargo and transport attributes, thereby
reducing the need for duplicate data entry and improving the quality of risk analysis (Razumei et al.,
2025). The updated SEED+ version conceptually expands SEED from a message exchange mechanism
into an application software solution for managing the flow of vehicles at the border and for scaling the
scope of shared data sets (CEFTA, n.d.). The key procedural effect of SEED+ lies in the transition from
retrospective verification at the border crossing point to preventive coordination. Customs authorities in
the country of entry receive relevant data before the arrival of the vehicle, which allows them to cross-
check this information with declarative and reference data and to apply risk profiles prior to the actual
border crossing. This approach reduces the time required for coordination and limits opportunities for
data manipulation.

In this context, the practical use of this mechanism is particularly important for Ukraine, especially
the application of SEED+ as an instrument of the “Solidarity Lanes. In 2023, with the support of
EU4Digital, an eCustoms pilot project was launched on the Ukraine — Romania section (Porubne —
Siret), focusing on the electronic exchange of data on the cross-border movement of freight vehicles
and the reduction of duplicated procedures (EU Neighbours East, 2025a). In 2024, a trilateral eCustoms/
SEED pilot project (Ukraine—Moldova—Romania) was implemented, covering several border crossing
points. According to project reports, it was tested on a dataset exceeding 125 thousand movements of
freight road transport, including both empty and loaded vehicles (EU Neighbours East, 2025b). From
the perspective of the standardization of customs control, this case is particularly important because it
demonstrates that the scalability of data exchange directly depends on the alignment of data attributes
and procedures for accessing them. Special attention should also be given to the pilot project between
Ukraine and Lithuania, which is positioned as a precedent for applying the SEED logic to big data—based
analytics, particularly to strengthen the monitoring of sanctions compliance and post-clearance control
(EU Neighbours East, 2025¢). In the scientific and practical dimension, this format highlights that the
contemporary standardization of customs control extends beyond the physical border crossing point and
encompasses cross-border analytical frameworks such as post-clearance analytics and risk management.
Within this context, the quality of data, their semantic consistency, and the legal basis for their processing
become critical factors.

In parallel with customs data exchange frameworks, the digitalization of transport documentation is
also taking place. The normative core for road transport is the Additional Protocol to the CMR Convention
concerning the Electronic Consignment Note (e-CMR). It establishes the legal foundations for the use of
an electronic document in place of a paper one and, when properly implemented, reduces transaction costs
and enhances the traceability of logistical events (Additional Protocol, 2008).

In the EU, the legal basis for electronic freight data is provided by Regulation (EU) 2020/1056
(eFTI) and its accompanying implementation framework. Competent EU authorities are required to
accept regulatory information in electronic form through certified platforms. The expected impact
includes a reduction in administrative burden and annual savings of up to EUR 1 billion for the transport
and logistics sector, assuming full implementation of the framework according to the established
timeline (EC, n.d.-b).

From the perspective of border and customs control, it is important that e-CMR/eFTI convert transport
data into a machine-readable and verifiable format, creating conditions for:

1) automatic reconciliation of transport and customs events;

2) elimination of duplicate information exchanges between the carrier, freight forwarder, customs
authorities, and other regulatory bodies;

3) transition to risk-based “data-driven control” rather than control based on paper documents.
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The global trend also extends to transit instruments. eTIR is evolving as a paperless operational
framework within the TIR ecosystem and is positioned as a solution for the secure real-time exchange
of data and the enhancement of risk management capabilities (eTIR, n.d.). At the level of international
road transport administration, a transition to a fully digital licensing system is planned for 2026, aimed at
increasing transparency, preventing fraud, and accelerating inspections.

Legal and technological synergy with the DSM. The integration of Ukraine into the DSM is
increasingly defined not by declarative digitalization, but by the state’s ability to replicate in national
regulation the key elements of the EU digital acquis:

1) trust services and electronic identification (eIDAS/eIDAS 2.0);

2) personal data protection (GDPR);

3) cybersecurity of critical and essential entities (NIS2);

4) rules governing electronic communications markets and infrastructure (planning of 5G/gigabit
networks, access to infrastructure, etc.).

In Ukraine, these elements are being detailed, in particular, through the adoption of strategic sectoral
documents and action plans for 2025-2027.

A key step toward alignment with eIDAS has been the implementation in Ukraine of EU legislative
approaches in the field of electronic identification and trust services. In particular, this has been achieved
through the updating of the relevant national law, which establishes the legal foundations for interaction
with the European model of trust services (VRU, 2022). In practical terms, this has created a foundation
for the mutual legal recognition of qualified electronic signatures and seals in cross-border transactions,
including banking services, contracts, invoices, and interactions with public registries. Special attention
should be given to the “trust list regime”: Ukraine’s inclusion in mechanisms related to third countries in
the field of trust services is interpreted as a step toward establishing a supranational verification framework,
where the technical validation of signature certificates becomes a standard procedure for European
information systems (EU4Digital, 2025). This is important not only for citizen-facing services but also
for customs, logistics, and financial processes, where a recognized electronic signature effectively reduces
compliance-related transaction costs. Latvia has already legislatively established the legal recognition
of Ukrainian qualified electronic signatures, equating their legal effect to that of a handwritten signature
within its territory (VARAM, n.d.). For Ukrainian citizens and businesses, this means the ability to sign
documents with partners and access certain public services within the jurisdiction of an EU Member State
without physical presence. It demonstrates the practical functionality of the digital trust model at the level
of law enforcement and regulatory application.

In parallel with alignment to the current eIDAS, Ukraine is participating in the testing of the new eIDAS
2.0 framework, which focuses on the European Digital Identity Wallet (EUDI Wallet). Participation in
large-scale pilot consortia, notably POTENTIAL and APTITUDE, has practical significance, as it allows
national solutions to be synchronized with the requirements of the future European trust architecture
and minimizes the risk of costly redevelopment once the EUDI Wallet is fully deployed across the EU
(EU4Ukraine, 2024). An additional technological bridge for interoperability remains the development
of secure registry interaction platforms. The update of the inter-agency data exchange ecosystem
(Trembita 2.0) is, in project terms, linked to strengthening cybersecurity and ensuring compatibility with
European approaches to data exchange.

The most visible outcome of Ukraine’s integration into the DSM for citizens has been the decision to
include Ukraine in the Roam Like at Home zone starting 1 January 2026. This extends the EU internal
market principle to roaming services for Ukrainian numbers in EU countries and vice versa (EC, 2025b).
From a political-economic perspective, this serves as a marker of the regulatory environment’s readiness
for alignment in the electronic communications sector and demonstrates Ukraine’s ability to fulfill
internal market obligations in specific segments even before formal EU membership. In practical terms,
it reduces mobility costs for the workforce, supports business communications, and encourages further
harmonization of regulatory procedures in the sector.

An important mechanism of convergence is Ukraine’s participation in the Digital Europe Programme
(DEP), the EU instrument for scaling digital capabilities in areas such as Al, cybersecurity, digital skills,
and technology deployment. In practice, the integrative effect of DEP is manifested not only through
grants but also through the creation of networked structures for technology transfer. In Ukraine, this
has resulted in the establishment of a network of eight European Digital Innovation Hubs, as well as
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measurable outcomes from Ukrainian organizations: 19 grant agreements, 75 participating organizations,
and €14.4 million in mobilized funding (Office for Entrepreneurship, 2025). This means that alignment
with the DSM occurs not only through legislation but also through joint projects, implementation standards,
grant audits, and requirements for cybersecurity and data management.

Digital services such as registries, trust services, customs databases, and cloud solutions depend on
reliable backbone infrastructure. In this context, the CEF Digital projects provide a notable example
of cross-border connectivity. For instance, the East West Gate project, co-financed under CEF Digital,
involved the deployment of a DWDM backbone between Ukraine and EU nodes, notably via Poland to
Germany and the Czech Republic, with a focus on bandwidth capacity and resilience (Netia, n.d.). Such
investments have a multiplier effect because they increase the resilience of digital services, reduce latency
in access to European cloud platforms, and facilitate the redundancy of critical systems.

Thus, synergy with the DSM emerges as a combination of legal alignment (eIDAS/eIDAS 2.0,
GDPR, NIS2, electronic communications rules), trust-based institutions (trust lists, mutual recognition
of signatures), joint development programs (DEP/EDIH), and infrastructure connectivity (CEF Digital).
In this perspective, digital integration ceases to be merely an IT project and becomes an instrument of
competitiveness and institutional resilience, critically important for Ukraine’s economic integration into
the EU.

Conclusions. The article substantiates that the digitalization of customs administration serves as a key
instrument for forming a “trust infrastructure” in the process of Ukraine’s integration into the EU customs
and digital space. It is demonstrated that the standardization of procedures and data within systems such
as NCTS, ICS2, and SEED+ facilitates the transition to a risk-oriented model of customs control in
which customs risk management is based on data analytics and preventive information exchange between
customs administrations. The implementation of pre-arrival data exchange and automated risk analysis
tools shifts the focus of control from physical inspections to analytical risk profiling, thereby improving
the accuracy of targeting and reducing unnecessary interference with legitimate trade. An important
element of this system is the institutional mechanisms of trust, in particular the AEO programme, which
establishes a partnership model between customs and business and supports the selectivity of control.
It is also shown that the integration of digital trust services and paperless transport documents creates
preconditions for improving data quality, which is a critical factor for effective risk profiling. Overall,
the digital rethinking of customs administration ensures a balance between trade facilitation and effective
customs control through the development of intelligent systems for customs risk management.
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Mema cmammi. Mema nonsieae y meopemuuHomy ma npakmuyHoMy 00IPYHMYSaHHi yugposoi mpanchopmayii
MUMHO20 AOMIHICMPY8anHa K «iH@pacmpykmypu 008ipuy y npoyeci cekmopanvroi konsepeenyii Yxpainu 3 €C,
@ MaKoxHc y 0eMOHCmMpayii mozo, AKUM YUHOM CIIAHOAPMU3AYISL OAHUX [ NPOYedYp CHPUSE 300e3NeYeHHI0 OANaHCy
MIDIC CRPUSIHHAM 3AKOHHILL MIJICHAPOOHIL Mopeieni ma 30ilCHEHHIM MUMHO20 KOHMPOTIO.

Memoou docnioxcents. Y 00CTiONCeHHT BUKOPUCTNAHO THCMUMYYIUHO-NPABosUtll anani3 HopmamusHux axmie €C
Ma MIJCHAPOOHUX CIAHOAPMIe y chepi yughposizayii MumHux npoyeoyp 6 MUMHUX opeanax Yxpainu. 3acmocosano
MemoO NOPIBHANLHO20 AHANIZY NPAKMUK (YYHKYIOHYBAHHS YUDPOBUX MUMHUX CUCHIEM | MEXAHI3MI8 YNpasninHs
mumuumu pusuxamu 6 €C, KoOHmeHm-ananiz oQiyiiHux cmpamezivHux i npoepamMHux OOKYMEHMIE, a MAKOiC
cucmemHutl nioxio Ons Y3a2aibHeHHs Poal Yupposux mexHonoeil, eekmpoHHo20 0OMIHY OaHUMU MA NPOSPaAmMu
AEO y mpancghopmayii mummnoeo adminicmpyeanus 6 Yxpaini.

Pesynomamu.  Obipynmogano, wo  yuppoge nepeocMucienns —MUmHoz20 — AOMIHICMPY8anHa — opmye
«iHghpacmpykmypy 0osipuy, ska 3abesneyye eexmusHy 63acMolil0 Oepocasu ma 0Oi3Hecy 6 MidCHAPOOHIll
mopeigni. Bemanoeieno, wo cmanoapmuszayis OAHUX, 8NPOBAONCEHHs eNeKMPOHHO20 0OMIHY iH(opmayicto ma
guUKOpUCmanmsl inmezposanux mumuux IT-cucmem cnpusioms nepexody 00 pusuK-opicHMo8anoi Mooeni MUmHoO20
konmpomio. Ilokasano, wjo incmpymenmu yugposoeo MUmHO20 AOMIHICMPYBAHHS, 30KpeMA CUCTEMU HONEPEOHbO2O
0bminy danumu ma npoepama AEO, nidsuwyioms mouricms npoghinioeants pusukie i 0036015810ms 30cepedumu
KOHMPONb Ha Onepayiax i3 nioguujeHum cmynenem pusuxy. J[osedeHno, wjo y3200iceHHs yYupposux MUmHux
cmanoapmie Yipainu 3 npaxmuxamu €C cnpuse nioguyeHHio epekmueHoCmi ynpaguinHs MUmMHUMU PUSUKAMU,
3MEHUWIEHHIO AOMIHICMPAMUGHUX 0ap €pis i 600HOUAC 3a0e3neuye DANAHC MIdNC CHPUSHHAM 3aKOHHIU mopeieni ma
De3YTbMAMUGHUM MUIMHUM KOHMPOTIEM.

Bucnosku. Y cmammi 006tpyHmogano, wo yugpogizayis Mumno2o0 aOMiHiCmMpyeanHs 6idiepac Kiouogy poib y
opmysanni «inghpacmpykmypu 0ogipuy, axa cnpuse immeepayii Ypainu y mumuui ma yugposuti npocmip €C.
Cmandapmusosani 0ani ma npoyedypu y maxux cucmemax, sk NCTS, ICS2 ma SEED+, datomb 3mo2y nepetimu
00 PU3UK-OPIEHMOBAHOT MO0 MUMHO20 KOHMPOMIO, WO 0A3YEMbCS HA AHANI3E OAHUX Ma NOREPEOHbOMY OOMIHI
inghopmayiero. Buxopucmanus ingpopmayii, ompumanoi 00 npubymms 6aHmanicy, ma aemoMamu308aHo20 aHaiizy
PUBUKIG 3MIUYE AKYeHm 3 (DI3UYHUX NEPegipoK HA AHANIMUYHe NPOQINOBaAHHS PUUKIE, NIOBUWYIOUU NOYHICTY
Yinb06020 GI0OOPY MA 3MEHULYIOUU HEeNnOMpiOHe GMPYUAHHS Y 3AKOHHY mopeiento. [Hcmumyyiini mexaizmu
0ogipu, 30kpema npoepama AEQ, 3miynioioms cnienpayto mixc mumuuyero ma 0Oisnecom. 3aeanom, yugposa
mpanchopmayis NOKPAwWYye AKichb OaHUX i 003601€ d0ciemu NOMPIOHO20 OANAHCY MIJIC CHPOUWEHHAM MOP2iei
Ma MUMHUM KOHMPOLEM 380K e(heKMUBHOMY VAPAGTIHHIO MUMHUMU PUSUKAMIL.
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CUSTOMS VALUATION AND IFRS 9 HEDGE ACCOUNTING:
DIVERGENCE, IMPLICATIONS AND RECONCILIATION

Purpose. When an import transaction is hedged using a currency forward contract, it becomes subject to two
non-integrated measurement frameworks.: the WTO Agreement on Customs Valuation (CVA), which bases
customs duty on the transaction value — the price actually paid or payable at export — and IFRS 9 Financial
Instruments, which permits hedge accounting aligning gains and losses on hedging instruments with the
hedged risk. The purpose is to identify and systematise the divergence between these frameworks, assess its
financial implications for importers, and propose a reconciliation framework.

Methods. The study employs comparative legal and institutional analysis to contrast the normative bases
of WTO customs valuation and IFRS 9 hedge accounting; conceptual modelling to construct divergence
scenarios, and case-based reasoning drawing on the regulatory practice of Ukraine and the European Union.
Results. The transaction value under WTO CVA Article 1 is anchored to the invoice price converted at the
official spot rate on the customs declaration date. IFRS 9 cash flow hedge accounting, by contrast, defers
gains or losses on the hedging instrument into the cash flow hedge reserve within OCI until the hedged
transaction affects profit or loss, resulting in asset recognition at the forward rate. Three principal zones of
divergence are identified: the exchange rate for customs conversion versus the hedged forward rate under
IFRS 9; the treatment of forward points, recognised under IFRS 9 but excluded from the customs value base,
the timing mismatch between customs clearance and accounting recognition of the hedged item.
Conclusions. The co-existence of two non-integrated measurement frameworks creates an increased
compliance burden for importers and systemic inconsistency in corporate financial data. Neither framework
should be subordinated to the other. Three reconciliation principles are proposed: enhanced IFRS 7 disclosure,
optional advance customs rulings for entities applying IFRS 9 hedge accounting, and corroborative use of
hedge accounting data in related-party valuation reviews. These measures would reduce compliance costs
without compromising fiscal integrity.

Key words: customs valuation, transaction value, hedge accounting, foreign currency risk, import contracts,
derivative financial instruments, cash flow hedge reserve, financial reporting
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Introduction. The internationalisation of procurement chains
has made currency risk management an operational necessity for
manufacturers, retailers, and distributors that source goods abroad.
According to data from the Bank for International Settlements, the
daily average turnover in OTC foreign exchange derivatives reached
approximately USD 3.8 trillion in 2022 (BIS, 2022), a considerable
share of which reflects trade-related currency hedging by non-
financial corporations. When an entity designates a currency forward
contract as a cash flow hedge of a forecast import purchase under
IFRS 9, the accounting treatment of the resulting gain or loss departs
from the spot rate logic that governs the determination of customs
value under the WTO Agreement on Implementation of Article VII
of GATT 1994.

This divergence is not merely a technical accounting curiosity.
For economies with significant import volumes and elevated
currency volatility — such as Ukraine, Turkey, Egypt, or Nigeria —
the difference between the hedged rate used in financial accounting
and the spot rate applied at customs clearance can reach several
percentage points, translating into hundreds of millions of dollars in
measurement discrepancy at the macroeconomic level. At the firm
level, this creates a situation where the cost of imported inventory
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as reported under IFRS may differ materially from the customs value base, complicating cost accounting,
transfer pricing documentation, and tax reconciliation simultaneously.

Despite its practical importance, the academic literature has devoted limited attention to this
intersection. Studies on WTO customs valuation predominantly examine related-party transactions,
royalties, and software licensing (Alagic, 2016; Pitschas & Schloemann, 2013), while IFRS 9 hedge
accounting research focuses on effectiveness testing, hedge ratio rebalancing, and earnings volatility
reduction (Bernhardt, Erlinger & Unterrainer, 2014; Awuye & Taylor, 2024). The specific interaction
between hedging instruments and customs valuation remains an underexplored frontier in both
literatures.

This paper aims to fill that gap by: (i) systematising the normative foundations of each framework; (ii)
identifying the specific points at which they diverge when applied to the same hedged import contract;
(i11) modelling the financial implications of the divergence; and (iv) discussing potential reconciliation
mechanisms at both the firm and regulatory level.

Literature Review. The normative architecture of WTO customs valuation is grounded in the
Agreement on Implementation of Article VII of the GATT 1994, commonly referred to as the Customs
Valuation Agreement (CVA). The primary valuation method under Article 1 of the CVA establishes that
customs value is the transaction value — defined as “the price actually paid or payable for the goods when
sold for export to the country of importation” — adjusted for specific additions enumerated in Article 8
(WCO, 2009). The World Customs Organization estimates that the transaction value method underlies
approximately 90-95% of all customs valuations globally (WCO, 2009; Walsh, 2003). Alagic (2016),
in an article published in this journal, emphasises that the WTO system consciously moves away from
notional or constructed values toward actual commercial prices, thereby grounding customs duty in
demonstrated economic reality.

The treatment of currency conversion in customs valuation has received attention from scholars
examining the interaction between exchange rate policy and import costs. Pitschas and Schloemann (2013)
analyse how EU customs regulations translate the transaction value into the national tariff currency, with
the applicable exchange rate determined by reference to the rate of the penultimate week as published
by the European Central Bank, irrespective of any forward contract concluded by the importer. This
administrative anchoring of the exchange rate to a published official rate has a direct parallel in Ukrainian
customs legislation, where Article 51 of the Customs Code of Ukraine requires the conversion of the
invoice value using the official NBU exchange rate on the date of customs declaration submission.

The IFRS 9 hedge accounting model introduced with the full standard in 2014 and effective from 1
January 2018 represented a fundamental shift from the rules-based approach of IAS 39 toward a principles-
based framework (Bernhardt, Erlinger & Unterrainer, 2014). Hedge effectiveness is no longer assessed
against the 80-125% effectiveness threshold; instead, it requires an economic relationship between the
hedging instrument and the hedged item, the absence of credit risk dominance, and a hedge ratio consistent
with the entity’s actual risk management practice (IASB, 2014). For cash flow hedges of forecast foreign
currency purchases, the effective portion of cumulative gains or losses on the forward contract is deferred
into the cash flow hedge reserve within OCI and subsequently reclassified to the cost of the acquired asset
or to profit or loss when the hedged transaction affects the financial statements (KPMG, 2013).

A systematic literature review by Awuye and Taylor (2024) covering over 120 post-implementation
studies of IFRS 9 identifies earnings volatility reduction and improved alignment between risk
management and financial reporting as the two most consistently documented outcomes of the standard’s
hedge accounting chapter. However, the authors note that the interaction between hedge accounting and
non-financial regulatory frameworks — including customs and taxation — remains “largely absent from the
empirical literature.”

The closest body of work to the present study concerns the relationship between transfer pricing and
customs valuation, where the tension between the arm’s length principle under OECD guidelines and
the transaction value method under the CVA has been extensively documented (Neighbour, 2002). The
fundamental problem, as framed by Pitschas and Schloemann (2013), is that transfer pricing seeks to
allocate profit among related parties using economic benchmarks, while customs valuation seeks to protect
the fiscal base using actual transaction prices. An analogous tension, this paper argues, exists between IFRS
9 hedged rates and WTO transaction values — two legitimate but non-integrated measurement outcomes
simultaneously applied to identical commercial transactions.
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Normative Frameworks: Key Differences. The two frameworks share a common object — the
import transaction — but pursue structurally different objectives through incompatible measurement
methodologies. Table 1 contrasts their principal characteristics.

Table 1
Comparative Characteristics of WTO CVA and IFRS 9 Cash Flow Hedge Accounting
Dimension WTO CVA (Article 1) IFRS 9 Cash Flow Hedge
Primary objective Fiscal: establish the dutiable value Accounting: faithfully represent economic
risk management
Applicable exchange rate | Official spot rate at date of customs Forward rate embedded in the hedging
declaration instrument
Treatment of forward Excluded from transaction value (not part | Included in OCI as cost of hedging (IFRS
points of “price paid”) 9.6.5.16)
Recognition timing At the moment of customs clearance When hedged item affects profit or loss
(often deferred)
Permitted adjustments Article 8 additions only (transport, Hedge ratio rebalancing, basis adjustments
insurance, etc.)
Legal basis WTO Agreement, Article VII GATT 1994 | IASB IFRS 9 (2014), effective 01.01.2018
Jurisdiction All WTO member states (164 members) | All IFRS-adopting jurisdictions (~140
countries)

Source: compiled by the author based on WCO (2009); IASB (2014); EU Customs Valuation Quick Info (2019)

The divergence is most acute along two dimensions: the exchange rate and the inclusion of hedging
costs. Under the WTO framework, the customs authority converts the invoice price using a published
official rate — in Ukraine, the NBU rate on the date of the customs declaration. Under IFRS 9, the entity
records the imported asset at the hedged forward rate adjusted for any elected treatment of forward points,
which typically differs from the official spot rate. Neither framework contains provisions acknowledging
the other’s measurement outcome, and no international guidance has been issued to bridge the gap.

Exchange Rate Timeline and Measurement Anchors. To clarify at which precise moment each
framework captures the exchange rate, Table 2 maps the key events of a hedged import transaction against
the applicable rates and regulatory bases.

Table 2
Exchange Rate Timeline and Measurement Anchors for a Hedged Import Contract

Event Date Exchange Rate Applied Framework Regulatory Basis
Forward contract To Spot rate: 43.00 UAH/EUR Risk management Inteirnal hedging
concluded (contract date) reference policy
Hedge designation To Spot rate: 43.00 UAH/EUR IFRS 9 IFRS 9.6.4.1(b)
documented
Customs declaration T: NBU official rate: 45.80 WTO CVA Customs Code of
submitted (clearance date) | UAH/EUR Ukraine, Art. 51
Forward contract settled T: Forward rate: 44.20 UAH/EUR | I[FRS 9 IFRS 9.6.5.11

. . T2
Ees/gf d item recognised (sale of Hedged rate basis adjustment IFRS 9 IFRS 9.6.5.11(d)

inventory)

Measurement A=45.80—-44.20=1.60
divergence T UAH/EUR CVAvs. TFRS 9 i

Source: compiled by the author based on WTO CVA Article 1; IFRS 9.6.5.11; Customs Code of Ukraine, Article 51

Table 2 demonstrates that the divergence crystallises at moment T1 — the date of customs clearance —when
the two frameworks simultaneously capture the same transaction at different rates. The WTO-mandated
NBU official rate reflects macroeconomic spot pricing, whereas the IFRS 9 forward rate reflects the
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contractually locked price negotiated 90 days earlier. Neither rate is economically incorrect; they are
simply anchored to different points in time and to different policy objectives.

The Divergence Model: Three Scenarios. To illustrate the practical financial implications of the
normative divergence, this section develops a simplified model based on a representative import
transaction. Consider an entity importing industrial equipment with a contract price of EUR 1,000,000,
designated as a cash flow hedge using a EUR/UAH forward contract at 44.20 UAH/EUR, concluded 90
days before delivery. Table 3 presents three scenarios arising from this configuration.

Table 3
Measurement Divergence: Customs Value vs. IFRS 9 Carrying Amount (EUR 1,000,000 contract)*
Scenario oxlf?lgaigztce Forward Customs IFRS 9 asset Divergence Direction
date rate (hedge) | value (UAH) cost (UAH) (UAH)

A UAH 45.80 4420 45,800,000 | 44,200,000 | -1600,000 | Customs>
depreciation IFRS
B: Rates equal 44.20 44.20 44,200,000 44,200,000 0 No divergence
¢ UAH . 42.50 44.20 42,500,000 44,200,000 +1,700,000 IFRS >
appreciation Customs

*Note: IFRS 9 asset cost excludes forward points for simplicity,; customs value uses the NBU official rate
at Tu.
Source: compiled by the author based on NBU (2026)

Scenario A — the most common in economies with depreciating currencies, including Ukraine —
produces a customs value higher than the IFRS carrying amount of the imported asset. This has two
direct consequences: first, the entity pays customs duty on a base that exceeds the recognised cost of the
inventory, creating a permanent accounting asymmetry; second, the customs duty itself, once capitalised
into the cost of inventory under IAS 2, partially offsets but does not eliminate the divergence, since it is
computed on the higher customs base.

Scenario C — currency appreciation — produces the inverse outcome: the IFRS asset cost exceeds the
customs value. In this case, the financial statements report a higher inventory cost than the dutiable base,
which may attract scrutiny from customs authorities conducting post-clearance audits and concerned
about potential undervaluation.

Scenario B, representing rate equality, is theoretically possible but practically improbable, as it requires
the forward rate negotiated at To to exactly coincide with the official NBU spot rate at T1 — an event that
presupposes perfect exchange rate foresight over the hedging horizon.

Implications for Ukrainian Importers. Ukraine constitutes a particularly instructive case, given the
simultaneous presence of: (1) mandatory IFRS application for large enterprises and listed companies under
Ukrainian accounting legislation; (ii) significant UAH volatility, with the official NBU rate depreciating
from approximately UAH 28/USD in early 2022 to UAH 42/USD by late 2024 (NBU, 2026); (iii) a customs
valuation system anchored to the official NBU rate at the date of declaration; and (iv) a developing market
for currency hedging instruments, primarily OTC forwards offered by major Ukrainian banks operating
under NBU foreign exchange regulations.

For a mid-sized Ukrainian importer hedging EUR payables at a 90-day forward rate, a 5% depreciation
of UAH during the hedging period generates a divergence of approximately 5% of the import value
between the customs and accounting bases. On an annual import volume of EUR 10 million, this implies a
cumulative measurement divergence exceeding UAH 20 million — sufficient to materially distort inventory
values, cost of goods sold, and gross margin ratios in the financial statements.

Furthermore, the amendment to IAS 21 “Lack of Exchangeability,” effective 1 January 2025, introduces
an additional layer of complexity for Ukrainian entities (IASB, 2023). The amendment requires entities
to assess whether the UAH is exchangeable into foreign currencies at the official NBU rate or whether
the rate represents a managed administrative quote that does not reflect an observable market transaction.
To the extent that Ukrainian entities must apply an estimated exchange rate under the amended IAS 21, a
three-way divergence arises: the WTO customs value (NBU official rate), the IFRS 9 hedged rate (forward
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rate), and the IAS 21 estimated market rate — three simultaneous measurements of the same foreign
currency transaction applied for different regulatory purposes.

Towards Reconciliation: A Conceptual Framework. The divergence between WTO customs
valuation and IFRS 9 hedge accounting does not represent a regulatory failure of either framework; it
reflects the fact that each was designed to serve distinct policy objectives within separate international
governance structures. However, the absence of any coordination mechanism imposes unnecessary
compliance costs on importers and creates systematic inconsistencies in corporate data used
simultaneously by investors, tax authorities, and customs officials. The following three reconciliation
principles are proposed.

Principle 1 — Disclosure-based approach. IFRS financial statements should include a dedicated note
disclosing the aggregate difference between the customs value of imported goods and their IFRS carrying
amount where the difference is material and attributable to hedge accounting. This approach requires no
amendment to either framework and could be incorporated into existing IFRS 7 disclosures on the nature
and extent of hedging instruments.

Principle 2 — Optional customs advance ruling mechanism. Customs administrations — including
Ukraine’s State Customs Service — could establish a voluntary administrative procedure whereby
importers with qualifying IFRS 9 hedge accounting programmes apply for advance rulings confirming
the acceptability of the hedged forward rate as the “price actually paid or payable” under CVA Article
1. Implementation of this principle would require a formal opinion from the WCO Technical Committee
on Customs Valuation regarding the compatibility of forward-hedged contract prices with the transaction
value definition.

Principle 3 — Corroborative alignment for related-party transactions. In transactions between related
parties — where both customs valuation scrutiny and transfer pricing obligations apply concurrently — IFRS
9 hedge accounting data could serve as corroborating documentary evidence that the contracted price
reflects genuine economic substance rather than profit shifting. This would reduce the risk of customs
value adjustment under CVA Article 1.3 without creating any new regulatory burden.

Conclusions. This study establishes that the co-existence of WTO customs valuation rules and IFRS
9 hedge accounting generates a systematic and structurally irreducible measurement divergence when
applied to the same hedged import transaction. The divergence arises from three sources: the exchange
rate used for currency conversion at the moment of customs clearance, the treatment of forward points,
and the timing mismatch between customs recognition and accounting recognition of the hedged item. In
economies with volatile exchange rates, including Ukraine, the financial magnitude of this divergence can
be material at both the firm and macroeconomic level.

The scientific novelty of this paper lies in the first systematic comparative analysis of these two
frameworks from the perspective of their simultaneous application to hedged import contracts — a topic
that remains absent from both the customs valuation and the IFRS 9 academic literatures. The proposed
conceptual reconciliation framework — based on enhanced IFRS 7 disclosure, optional customs advance
rulings, and corroborative use of hedge accounting data in related-party valuation — provides a practical
starting point for regulatory dialogue between accounting standard-setters, the WCO, and national customs
administrations.

Future research should extend this analysis to fair value hedges of existing import payables and to the
treatment of commodity price components in import contracts hedged using cross-currency basis swaps,
where the divergence from the WTO transaction value is likely to be even more pronounced. An empirical
study quantifying the aggregate measurement divergence across Ukrainian importers using [FRS would
be a particularly valuable contribution to the literature.
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Mema. Konu ivnopmua onepayis xedocyemucs amomHum hopeapoHum KOHMpPakmom, 60Ha 00HOUACHO nionadac
nio dito 080x He inmezposarnux cucmem oyinxu: Y200u COT npo mumny oyinky (CVA), axa napaxogye mumo Ha
OCHOBI YiHU Y200U — YiHU, «PakmuuHo cniauenoi abo maxoi, wo nioifeac cniamiy 3a mosapu Ha MOMEeHM eKCnopmy,
—ma MC®3 9 «Dinancosi incmpymenmuy, skuii 00360J51€ 3ACMOCO8Y8amu 001K Xe0NCy8ants 0 3iICMasneHHs.
npuOYMKI6 i 30UMKI6 3a IHCIMPYMeHMOM Xe0dCYBAHHS 3 Xeddcosanum pusukom. Memoio docniodcenns € gusgienHs
ma cucmemamuzayis po3oijcHocmell Midic yumu cucmemami, Oyinka ix ginancosux Haciioxie oaa imnopmepie i
PO3DPOOKA KOHYENMYATbHUX 30CA0 Y3200IICeHHS.

Memoou. Y Oocniodcenti 3acmocoano NOPIGHANbHO-NPABOSUL MA THCMUMYYIHULL AHANI3 0N 3ICMABNeHHs.
HopmamugHux octog mumuoi oyinku COT ma ooniky xedxcyeanus sa MCD3 9; memod KoHyenmyaibHo2o
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Mooenosanus 0nsi nody0osu CyeHapiie po30idcHOCMI y GUMIDIOGAHHI; MeMOO AHANI3Y KOHKPEMHUX CUmyayill Ha
0CHO8I pezynamopnoi npakmuku Yxkpainu ma €gponeticokoeo Coiosy.

Pesynvmamu. Lina yeoou 3a cmammero 1 CVA npug’si3ana 00 yinu paxyHKy-gaxmypu, KOH8epmosanoi 3a oQiyiinum
kypcom HBY na oamy mumnoi dexnapayii. MC®3 9, namomicme, giocmpouye epexmushy yacmury npudymkie abo
30UMKI6 34 THCIPYMEHMOM XeOHCYBAHHS 00 Pe3ePay XeOdiCyBaHHsL 2POUOBUX NOMOKI Y CKAAOT THUIO20 CYKYNHO20
npudymKy 00 MOMEHNLY, KOU XeOHCOBAHA Onepayis eniuHe Ha npudymox abo 30umok, — YHaciiooKk 4020 akmus
BUBHAEMBCA 30 YOPBAPOHUM KypcoM. Busnaueno mpu ocrnoeni 3onu pozoiscnocmi: (1) obminnuii Kype 0ns mummoi
KOHGepmayii nopisHaHo 3 xeducosanum hopsaponum xypcom 3a MCD3 9; (2) nopsadok 0oiky opeaponux nyHkmis,
wo susnaromocs 3a MCD3 9, ane suxmouaromvcs 3 mumnoi oyinounoi basu, (3) uacoea Hegionogionicme Mmidc
MUMHUM OQOPMAECHHAM T OYXeANMEPCOKUM BUSHAHHAM X0HCOBAHO20 00 €KMA.

Bucnosxu. Cnisicnyeanns 060x He iHMeZPOBAHUX CUCHEM BUMIDIOBAHHA CMEOPIOE NIOBULYEHE KOMIIAEHC-
HABAHMAMICEHHs O IMROPMEPI8 Ma CUCTEMHY CYNepeuiusicmy Y KOpRopamueHux Qinancogux oanux. Kooua
i3 cucmem He NOGUHHA NIONOPAOKOBYBAMUCS [HWILL. 3anponoHo8aHo mpu NPUHYUNY Y3200JCEHHA: PO3UUPeHe
poskpummst ingpopmayii 3a MCD3 7, heo606 '513k08i nonepeoni Mumui pivieHHs st RIORPUEMCING, W0 3ACTROCOBYIOMb
00nix xedxucyeannsi 3a MC®3 9, ma suxopucmanusi danux 0OnIKy XedncysanHs K niOmMeepoNiCy8albHUX O0KA3I8 npu
MUMHIL OYiHYT onepayitl Mige nos si3anumu 0codamu. Pearizayis yux 3axo00ié 3HU3UMb GUMPAMU Ha KOMIIAEHC Oe3
WKoOU 07131 (hiCKATBHOI YINICHOCTI.

KurouoBi ciioBa: MuTHa OLIIHKA, LiHA YTOIH, OOJIK XEAKYBaHHS, BAIIOTHUI PU3UK, IMIIOPTHI KOHTPAKTH,
NoxiaHi (piHaHCOBI IHCTPYMEHTH, PE3EPB XEIKYBaHHs TPOIIOBUX MOTOKIB, ()iHAHCOBA 3BITHICTb.

CrarTs momMpIOETHCs Ha JlaTa mepiroro HaAXOMKEHHS cTaTTi 10 BumaHHs: 24.03.2026
@ @ YMOBaXx JILCH311 BIAKPUTOTO Jlata npuiHsTTS CTATTi 10 APYKY micis penensyBanss: 06.04.2026
noctymy (CC BY 4.0)

Jara nmyOunikanii (onpumogaenHs) crarti: 07.05.2026

78

ISSN 3083-7995 (Print), ISSN 3083-8002 (Online)



UDC 327:316.77:008

ps://doi.org/10.32782/2308-6971/2026.1.9

THE ARCHITECTURE OF CULTURAL COMMUNICATIONS
IN SOFT POWER DIPLOMACY: INSIGHTS FROM LEADING STATES

Purpose. This article aims to analyze the experience of leading states in structuring and institutionalizing
cultural communications as an integral component of soft power diplomacy. The study seeks to identify the key
structural elements of communication architecture, examine the mechanisms of their integration into foreign
policy strategies, and assess their role in strengthening sustainable international positioning. Particular
attention is devoted to the systemic organization of cultural instruments and their strategic coordination
within contemporary international relations.

Methods. The research is based on an interdisciplinary methodological framework combining structural-
functional, comparative, and institutional analysis. The structural-functional approach was applied to determine
the core components and internal logic of cultural communication architecture. The comparative method enabled
the examination of national models and the identification of common patterns and distinctive features in their
implementation. Institutional analysis was used to explore governance mechanisms, coordination processes, and
interaction between state and non-state actors. In addition, content analysis of strategic documents and cultural
diplomacy programs was conducted to reveal dominant priorities, narratives, and operational instruments.
Results. The findings indicate that cultural communications function as a multi-level and systematically
organized structure integrating governmental institutions, educational and research organizations, civil
society actors, creative industries, and digital platforms. The study identifies strategic planning, institutional
coherence, symbolic resources, international outreach mechanisms, and evaluation tools as key elements
of this architecture. It is established that the effectiveness of soft power strategies depends on long-term
policy consistency, institutional sustainability, and adaptability to transformations in the global information
environment. The combination of traditional diplomatic practices with digital communication technologies
significantly enhances international engagement and visibility.

Conclusions. The experience of leading states in developing the architecture of cultural communications
demonstrates the effectiveness of a systemic and strategically coordinated approach to sofi power implementation.
The structured organization of cultural instruments contributes to strengthening international reputation,
expanding global outreach, and increasing trust among international partners. The study substantiates the
important role of cultural communications in ensuring sustainable international positioning and reinforcing
state influence under conditions of global transformation. The obtained results confirm the relevance of further
studying and adapting successful international practices to contemporary foreign policy priorities.

Key words: public diplomacy, international positioning, strategic communications, institutional governance,
cultural engagement, symbolic capital, foreign policy instruments, global outreach mechanisms.
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multidimensional system of engagement that integrates cultural, educational, digital, and societal actors.
As Nicholas J. Cull argues, modern public diplomacy functions as a long-term process of relationship-
building rather than episodic communication campaigns (Cull, 2019). According to Joseph Nye, soft
power is based on attraction rather than coercion (Nye, 2004). Leading global actors, particularly the
United States and China, demonstrate distinct yet equally systematic approaches to the institutionalization
of cultural influence. Their models reflect different political traditions, governance structures, and value
orientations, while simultaneously revealing common trends in the instrumentalization of culture within
global competition.

The systemic nature of cultural communications is also emphasized in European analytical practice.
The British Council conceptualizes cultural relations as a long-term process of trust-building grounded
in reciprocity, institutional continuity, and sustained people-to-people engagement. According to the
analytical report The Value of Cultural Relations, durable international influence depends not only on
symbolic visibility but on stable institutional frameworks capable of maintaining dialogue over time
(British Council, 2019). This perspective reinforces the understanding of cultural diplomacy as an
integrated and sustainable communicative architecture rather than a set of isolated initiatives.

Against this background, a comparative analysis of contemporary practices of cultural communications
as tools of soft power diplomacy becomes especially relevant for understanding the dynamics of influence
in modern international relations.

The purpose of the article is to analyze the modern practices of cultural communications as instruments
of soft power diplomacy in international relations, with particular emphasis on the comparative
examination of the United States and China. The research aims to identify the institutional foundations,
strategic priorities, communicative mechanisms, and geopolitical orientations of their respective models,
as well as to determine their role in shaping international perception and influence.

Methods. The study employs a combination of general scientific and specialized methods of
international relations research. A comparative method is applied to identify similarities and differences
between U.S. and Chinese models of cultural diplomacy. Structural-functional analysis is used to examine
the institutional frameworks and mechanisms of implementation. The systemic approach allows cultural
communications to be considered as an integrated multi-level architecture combining institutional,
programmatic, digital, and symbolic dimensions. Elements of discourse analysis are employed to explore
value narratives and image-building strategies embedded in soft power practices.

Results. The findings of this study demonstrate that contemporary cultural communications function
as structured and strategically coordinated instruments of soft power within the foreign policy frameworks
of leading global actors. The empirical analysis reveals that both institutional design and communicative
narratives play a decisive role in shaping international influence. In order to identify the operational logic
and distinctive features of soft power implementation, it is necessary to examine the practical mechanisms
through which states translate values, cultural symbols, and educational models into instruments of
geopolitical positioning.

The first case under consideration is the United States, whose approach to cultural communications
is largely grounded in the universalization of normative values and the global dissemination of its socio-
cultural model.

U.S. Cultural communications: soft power through the universalism of values

The United States has historically been one of the most influential actors in the field of soft power
(Cull, 2008). Following the Second World War, the U.S. actively consolidated its global presence not
only through economic and military strength but also by promoting American values such as democracy,
freedom of speech, innovation, and individualism through culture, education, technology, and mass media.

During the period 2000-2025, the United States consistently employed cultural communications as a
strategic instrument for shaping soft power within the global environment. This encompasses not only
institutionalized cultural diplomacy, but, more importantly, a broad range of channels for transmitting
cultural meanings, symbols, ideas, and values that contribute to a favorable perception of the United
States worldwide. American cultural communications possess a multi-level structure that integrates
governmental initiatives, educational exchange programs, digital platforms, media systems, popular
culture, and informal networks of interaction.

One of the key organizations responsible for implementing U.S. cultural diplomacy is the Bureau of
Educational and Cultural Affairs (ECA) of the U.S. Department of State (U.S. Department of State, n.d.).
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Through this institutional framework, dozens of international programs are administered, the most
well-known are presented in Table 1.

Table 1
U.S. cultural programs (2000-2025)

Program Program description Communicative role

Contributes to the formation of academic

Academic exchange programs for students, faculty and cultural bridges through direct

members, and researchers from more than 160

Fulbright Program . . . interpersonal interaction; enhances
& £ countries. The goal is to foster mutual understanding Tpers o
. . the prestige of the United States as an
among nations through shared education and research | .
intellectual center
. Invitational programs for emerging leaders and Establishes personal connections
International . . . . .
. .| professionals to visit the United States and gain first- | between future leaders and the United
Visitor Leadership o s o . .
Program (IVLP) hand insight into the country’s political, economic, States, laying the groundwork for long-
g and cultural systems through live communication term engagement and loyalty
A network of cultural centers abroad hosting lectures, | Provides an accessible U.S. cultural
. film screenings, workshops, and language clubs, space in foreign countries; promotes
American Spaces . . . . . .
serving as platforms for cultural dialogue with local | bilateral cultural interaction and
communities. dialogue.
An information network assisting international Communicates the U.S. educational
Education USA applicants with admission to U.S. higher education model as open, high-quality, and
institutions, thereby strengthening trust in the inclusive; cultivates a positive national
American educational system and its values. image through education
. E th with the val f
. A scholarship program for students aged 13-20 from NEAges youth wi © values o
English Access developing countries, focused on English language openness, democracy, and self-
Microscholarship ping ’ 5 guag development through linguistic and

acquisition, critical thinking, and civic values. . .
cultural interaction

Free online courses offered by leading American
MOOC-platforms | universities and accessible globally, serving as a
(Coursera, EAX) | mechanism for disseminating academic standards and
language models.

Promotes U.S. knowledge production,
academic mobility, and linguistic culture
within the digital environment.

A volunteer program placing Americans abroad

. . Utilizes personal example and everyda
to support education, community development, zesp xamp veryday

Peace Corps . . ; e communication as channels of influence
intercultural interaction, and local initiatives in . ..
. . within local communities.
education and public health
. Programs for English language instructors teachin L .
English Language | . gra & guag . & Promotes U.S. linguistic and educational
in various countries worldwide, fostering long-term . .
Fellow / Teacher . . o D culture; establishes sustainable
educational and cultural ties while disseminating . S .
Programs interpersonal and institutional linkages

American pedagogical approaches

Source: compiled by the authors on the basis of: (U.S. Department of State (n.d.), U.S. Agency for Global Media (n.d.),
Institute of International Education (2024)).

A distinct role is played by the U.S. Agency for Global Media (USAGM), which coordinates U.S.
international broadcasting, including Voice of America, Radio Free Europe/Radio Liberty, Alhurra, and
other outlets. These media function as instruments for promoting the American worldview, democratic
values, and human rights, while simultaneously serving as channels for cultural transmission (U.S. Agency
for Global Media, n.d.).

Among the key instruments of U.S. cultural communication, the following may be identified.

First, mass culture as a global language. Through film, music, television, and online content, the United
States communicates with the world in an informal yet systematic manner. Hollywood films, Netflix series,
and the music of American artists construct images of the “American Dream,” freedom, and innovation.
These narratives are perceived by millions not as political messages, but as elements of cultural reality.

Second, digital communication platforms. Since the 2010s, the United States has intensified its
presence on social media as a means of engaging with youth in other countries. Government institutions,
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universities, and cultural foundations actively communicate via YouTube, Instagram, Twitter (X), and
TikTok. Massive Open Online Courses (MOOCs) such as Coursera and EdX have provided access to
American academic culture for millions of students in countries where the United States has no physical
presence (Nazaruk, 2021).

Third, public volunteering and interpersonal interaction. The Peace Corps and similar programs are
built on trust and shared experience. Volunteers learn local languages and cultures while simultaneously
transmitting American norms of cooperation, civic engagement, education, and innovation. This form of
cultural communication operates through everyday practice rather than formal messaging.

Fourth, the English language as a key channel of cultural interaction. Through programs such as the
English Access Microscholarship Program, the Teachers of Critical Languages Program (TCLP), and
the English Language Fellow Program, the United States expands communicative opportunities in the
global environment. These initiatives generate millions of individual acts of communication that reinforce
perceptions of the United States as an open, educated, and leadership-oriented nation.

Additional instruments of U.S. soft power include:

—  Hollywood and mass culture (the film industry, music, global brands, and show business);

—  MOOCs and educational platforms (Coursera, EdX);

—  technological giants as cultural intermediaries (Google, Meta, Apple).

U.S. cultural diplomacy is characterized by a high degree of non-governmental partnership. For
example, American universities independently implement hundreds of exchange programs with foreign
partners. Initiatives such as Open Doors and Education USA support sustained interest in American
education as a cultural product (Institute of International Education, 2024).

In a geostrategic context, the United States employs cultural diplomacy as part of its strategic
communication, particularly in post-Soviet countries, the Middle East, Africa, and Asia. U.S. cultural
programs in Eastern Europe (including Ukraine) are aimed at strengthening civil society, promoting media
literacy, and supporting independent journalism — all within the framework of the democratic “export of
values”.

At the same time, American cultural diplomacy is frequently criticized for its global universalism,
which at times borders on cultural hegemony. The promotion of the “American way of life”” is occasionally
perceived as imposition rather than intercultural dialogue. For this reason, since the 2010s the United
States has increasingly turned to the concept of smart power, combining soft power with elements of hard
influence in more nuanced and flexible formats.

Thus, U.S. cultural diplomacy is deeply institutionalized, multi-channel, and highly technological. It is
grounded in the attractiveness of values, cultural products, and educational opportunities. However, under
contemporary conditions, the United States faces challenges related to cultural pluralism, information
competition, and new forms of hybrid confrontation, which necessitate a more flexible and localized
approach to soft power.

U.S. cultural communications cannot be reduced to official diplomacy alone; rather, they function as a
multi-channel system of symbolic interaction. These communications operate simultaneously on a vertical
level (through state programs) and a horizontal level (through educational exchanges, volunteering, and
digital networks). It is precisely through the continuous and consistent transmission of cultural codes,
identities, and value matrices that the United States establishes a profound “background presence” within
the global cultural space.

China s Soft Power Strategy through Cultural Communications

Over the past two decades, the People’s Republic of China (PRC) has transformed cultural
communications into a strategic instrument of its foreign policy, actively employing them to shape a
positive international image, expand its global influence, and promote a civilizational model positioned
as an alternative to the Western paradigm (Shambaugh, 2013). Within the framework of the soft power
concept proposed by Joseph Nye, China has adapted cultural diplomacy to its own political context,
combining traditional elements (language, heritage, values) with contemporary tools such as digital
technologies, youth exchanges, symbolic diplomacy, and infrastructure projects.

China’s understanding of soft power is based not solely on the attractiveness of culture per se, but
also on the demonstration of social stability, historical continuity, and global initiative. Consequently,
the PRC’s cultural communications possess a comprehensive character: they integrate elements of public
diplomacy, cultural infrastructure development, educational export, and a strategic narrative centered on
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the “peaceful rise of civilization.” A particularly significant role in this process is played by Confucius
Institutes, international cultural festivals, projects implemented within the framework of the Belt and
Road Initiative (BRI), as well as China’s active presence in the global media space (Callahan, 2016),
(Huang, 2021).

China’s cultural presence worldwide is expanding in a systematic manner and according to clearly
defined geopolitical priorities, including Africa, Southeast Asia, Latin America, and Central Europe. This
indicates not only a commitment to intercultural dialogue, but also an aspiration to compete for influence
with Western models of soft power.

The instruments of the PRC’s cultural communications are presented in Table 2.

Table 2
Key instruments of China’s cultural diplomacy
Type of Instrument Components Examples / Cases
Institutional Language centers; university-based Confucius Institute

platforms

Scholarships; educational exchanges; Belt and Road Initiative (BRI) Cultural

Programmatic Exchange Programs; Chinese Government
grant schemes .
Scholarships
Dicital Social media platforms; influencers; China — Global Youth Influencer Exchange
g online communication ecosystems Programs
International broadcasting; streaming China Global Television Network (CGTN);

Media-B e . . . . .
cdia-Based platforms; film and television production | StarTimes (Africa); Chinese television dramas

Diplomatic gestures; cultural gifts;

Symbolic raditional symbols Panda diplomacy”; calligraphy; tea culture
Cultural centers; theatres; stadiums; Stadium diplomacy in Africa; Cultural Center in
Infrastructure-Based .
public venues Laos

Source: compiled by the authors on the basis of :(Shambaugh (2013), Callahan (2016), Huang (2021), Fedasiuk (2020),
official data of the Center for Language Education and Cooperation (n.d.).

One of the most extensive and systematic instruments of the People’s Republic of China’s (PRC) cultural
diplomacy is the global network of Confucius Institute. Since its establishment in 2004, the initiative has
evolved into a central mechanism for the international promotion of Chinese language and culture. At its
peak (2018-2019), more than 500 Confucius Institutes and over 1,000 Confucius Classrooms operated
in more than 100 countries, ensuring a sustained presence of Chinese cultural outreach within the global
educational sphere. In the early 2020s, however, the number of institutes declined, particularly in North
America and Europe (Huang, 2021).

The institutes traditionally functioned through a tripartite cooperation model involving a Chinese
government-affiliated body (formerly Hanban, reorganized in 2020 into the Center for Language Education
and Cooperation), a partner Chinese university, and a host foreign educational institution. Their activities
include language instruction, cultural programming (competitions, exhibitions, concerts), academic
exchanges, and scholarships for study in China. Large-scale cultural events, such as Lunar New Year
galas, have been organized simultaneously across dozens of countries, attracting broad public participation
(Center for Language Education and Cooperation, n.d.). These institutions exemplify China’s model of
soft power, which combines cultural appeal with narratives of social stability, historical continuity, and
global engagement.

At the same time, Confucius Institutes have faced substantial criticism. In several Western countries,
they have been accused of undermining academic freedom, limiting discussion of politically sensitive
topics (including human rights, Taiwan, Xinjiang, and Tibet), and potentially facilitating state influence. A
frequently cited case is the 2014 “Braga incident” in Portugal, where conference materials were reportedly
altered to remove references to Taiwan. Between 2013 and 2021, a significant number of institutes were
closed or restructured in the United States, Canada, Sweden, Australia, and other countries; for example,
the University of Chicago terminated its Confucius Institute partnership in 2014, and Stockholm University
closed its institute in 2015.
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Following a decline in its popularity across parts of the West, China redirected elements of its cultural
outreach toward the Global South, particularly Africa, Southeast Asia, and Latin America, integrating
Confucius Institute activities into the educational and people-to-people dimension of the Belt and Road
Initiative (BRI). This shift has enabled Beijing to consolidate influence in strategically significant regions
while compensating for institutional closures in North America and Europe (Callahan, 2016).

Confucius Institutes thus function not merely as language centers but as components of China’s
broader communication strategy. Their effectiveness depends on adaptation to local contexts, academic
transparency, and the maintenance of host-community trust.

China also combines cultural diplomacy with infrastructure support, often described as “stadium
diplomacy.” In several BRI partner countries, Beijing has financed or constructed cultural centers, theatres,
and sports facilities alongside transport and industrial projects. Examples include the National Cultural
Centre in Uganda and the National Theatre in Laos, which operate both as venues for cultural exchange
and as symbols of strategic partnership. In this sense, the BRI represents a multi-layered system of cultural
communication that merges state strategy, symbolic resources, and pragmatic diplomacy. Compared to
Western soft power models, China’s approach emphasizes long-term infrastructural embedding of culture
within partner societies, thereby generating sustained communicative leverage.

In the digital era, the People’s Republic of China (PRC) has expanded cultural diplomacy through
online platforms, transforming traditional outreach into a multi-level system of digital engagement. This
strategy forms part of a broader public diplomacy framework aimed at shaping China’s international
image, influencing narratives, and projecting a distinct value model globally.

Chinese platforms such as Douyin and WeChat, alongside the international activities of China Global
Television Network and other state-affiliated media, disseminate cultural content highlighting everyday
life, heritage, education, and technological development. Content is frequently localized for audiences
in Asia, Africa, and Latin America. Cooperation with foreign influencers, through sponsored study tours
and exchange initiatives, has become another visible instrument, leveraging peer-to-peer credibility to
enhance affective engagement.

Digital cultural diplomacy also includes virtual exhibitions, online museum projects, and Chinese
MOOC:s, which expanded significantly during the COVID-19 pandemic. At the same time, China’s digital
strategy reflects a dual orientation: proactive cultural promotion combined with an emphasis on “digital
sovereignty”, including regulatory control over online narratives. This has generated criticism concerning
content filtering and the management of politically sensitive topics.

Despite such critiques, China’s digital diplomacy demonstrates adaptive capacity within the evolving
global information environment, integrating cultural soft power with technological instruments and
advancing a model of communication that blends official messaging with personalized and emotionally
resonant forms of intercultural engagement.

Symbolic diplomacy constitutes a significant component of soft power, as it appeals primarily to
emotional rather than purely rational perceptions of culture and statehood. One of the most enduring
examples in modern international relations is China’s “panda diplomacy” — the transfer or long-term
loan of giant pandas to foreign zoos as a gesture of friendship and partnership. In 1972, following U.S.
President Richard Nixon’s visit to China, the Chinese government gifted a pair of pandas (Ling-Ling and
Hsing-Hsing) to the Smithsonian National Zoo, an act widely interpreted as symbolizing the normalization
of U.S. — China relations.

Since the mid-1980s, panda diplomacy has operated primarily through regulated loan agreements
rather than permanent gifts. Typically concluded for ten-year terms, such agreements involve substantial
annual payments (commonly reported at around USD 1 million per pair), while all offspring remain the
property of the People’s Republic of China (PRC) and are eventually returned to China. Animal care
standards and veterinary supervision are also strictly defined within bilateral contracts.

Panda diplomacy represents an effective form of symbolic soft power, combining the universally
positive image of the animal with a deliberate diplomatic context. Unlike language programs or digital
outreach, this instrument relies on emotional resonance, which enhances its impact among broader publics.
The practice remains active: in 20232025, China renewed or initiated panda cooperation agreements
with several countries, including Germany and Thailand.

At the same time, panda diplomacy is not without controversy. Critics argue that panda loans may
function as instruments of political signaling, as agreements often reflect the broader state of bilateral
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relations. In some host countries, public debate has emerged when pandas were returned to China at the
end of contracts, illustrating both strong emotional attachment and the diplomatic sensitivity surrounding
such arrangements.

Overall, the PRC demonstrates a multi-layered model of cultural diplomacy encompassing institutional
(Confucius Institutes), programmatic (scholarships and exchanges), digital (social media and influencer
engagement), and symbolic (panda diplomacy, infrastructure projects) instruments. Within the framework
of the Belt and Road Initiative, these tools are integrated into a long-term geocultural strategy. By
combining traditional values with contemporary communication formats, China seeks to cultivate
a favorable image, particularly across the Global South. Nevertheless, its cultural diplomacy remains
contested due to concerns over political conditionality and narrative control. Despite these tensions,
cultural communications have become central to China’s effort to articulate an alternative model of soft
power in the contemporary international system.

In summary, it can be argued that cultural communications and soft power diplomacy constitute an
integral component of the strategic foreign policy toolkit of the world’s leading states. Despite differences
in their modes of implementation, the United States and China employ culture, language, education,
and values as channels of influence directed toward international audiences. The specific features and
priorities of each model and their key characteristics are presented in Table 3.

Table 3
Comparative characteristics of U.S. and Chinese cultural diplomacy
Country Key Institutions Primary Focus Mode of . Geographic Scope of
Implementation Influence

United States | State Department, Global presence; Grants, exchange Worldwide
Fulbright Program, | promotion of freedom, programs, embassy-based | (particularly the Global
American Spaces, democracy, and national cultural centers, soft South and Europe)
IVLP branding promotion mechanisms

China Confucius Institutes, | Promotion of language State-led institutions Asia, Africa, Latin
Chinese Cultural and traditions; projection | under party oversight; America, and Western
Centers, Hanban of an image of a language expansion countries

civilizational state strategies

The comparative analysis makes it possible to systematize the key parameters of U.S. and Chinese
cultural diplomacy and to identify the structural features of each model. At the same time, the table reflects
primarily the institutional and strategic dimensions, whereas the actual impact of soft power is shaped
through the complex interaction of state, societal, and digital actors. It is precisely this multidimensional
character of cultural communications that explains their growing significance in contemporary international
politics and underscores the need for further conceptual elaboration.

Conclusions. The conducted analysis of U.S. and Chinese cultural communications demonstrates
that soft power diplomacy has evolved into a systemic and strategically institutionalized instrument
of contemporary international relations. Both states exhibit clearly articulated models of influence that
integrate cultural, educational, linguistic, digital, and symbolic resources into a coherent communicative
architecture.

The American model is grounded in the universalism of values, global branding, and an extensive
network of partnerships in which the state cooperates with non-governmental actors, universities, media
institutions, and digital platforms. Its defining characteristics include multi-channel outreach, flexibility,
and a high level of technological integration. In contrast, the Chinese model is characterized by centralized
coordination, long-term strategic planning, and the combination of linguistic-cultural expansion with
infrastructural and symbolic projects (notably within the framework of the Belt and Road Initiative). While
the United States emphasizes the promotion of freedom, democracy, and the “American Way of Life,”
China advances a narrative of civilizational continuity, stability, and an alternative development model.

Despite these differences, both countries employ targeted image-building narratives and seek to influence
public opinion, emotional perception, and the formation of international trust. Cultural communications
operate as a multi-level system integrating institutional, programmatic, digital, and symbolic dimensions,
thereby establishing a sustained “background presence” of states within the global information space.
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Thus, in the contemporary international environment, cultural diplomacy functions not only as a
mechanism for transmitting values but also as a competitive arena for attention, loyalty, and the sympathies
of global communities. It is increasingly embedded within strategic communications and has become an
essential component of geopolitical rivalry.

Future research perspectives should focus on assessing the effectiveness of digital cultural diplomacy in
the era of artificial intelligence and algorithm-driven media, examining the role of cultural communications
in strengthening societal resilience to disinformation, and conducting comparative analyses of soft power
strategies employed by middle powers. Particular attention should also be devoted to the adaptation of
cultural diplomacy instruments to conditions of hybrid conflict and the ongoing transformation of the
global order.
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Memoto cmammi ¢ 00CRIONCEHHS. NPAKMUK NPOGIOHUX O€PAHCA8 W000 (HOpMYSaHHs ma IHCmumyyionanizayii
KYIbMYPHUX KOMYHIKaYill SIK CK1A0060i cmpameziii M 'aKko20 enaugy. Jlocriodcenns cnpamogane Ha GUAGTEHHA
CMPYKMYPHUX XAPAKMEPUCTUK apXIMeKmypu KYIbMYpHOI 63a€MO0ii, 8UHAUEHHA MeXanizmie ii inmeepayii y
cucmemy 308HIUHLOROTIMUYHO20 NAAHY8AHHA MA OYIHKY 1T pori y (popmyeanni cmitikoi MidcHaApoOHOT penymauzz
oeporcasu. Ocobnusy yeazy npUoineno CUCmeMHOCHI Opeani3ayii KyIbmypHux iHCMpyMenmie ma ix cmpame2iunitl
KoOpOuHayii.

Memoou. Memodonoziuny 0cHO8Y CMAHOGUNb  MIDCOUCYUNTIHAPHULL NIOXI0, WO NOEOHYE CIPYKMYPHO-
ynxyionanshuil, nopisHsatbHuil ma iHemumyyiunui ananiz. CmpykmypHo-yHKYIOHATbHULL MeMOO 3aCMOCO8AHO
01 BU3HAYEHHA KIIOUOBUX elleMeHmI6 apXimeKmypu KyIbImypHUX KOMYHIKayii ma ix 63aemo36 ‘asKis. Ilopignanvruil
aHani3 003607UE 3ICMABUMU HAYIOHATbHI MOOenl peanizayii cmpameeiii 6nIUGY MA GUOKPEMUNMU CRITbHI
3AKOHOMIpHOCTI X pOo36UmKY. Incmumyyitinutl nioxio eUKOpUCmano st QOCHIONCEHHS MEXAHI3MIE KOOPOUHAYil
OISLILHOCIT 0EPIICABHUX OP2AHIS, KVILIMYPHUX THCIMUmMyyill i Heoepocashux akmopis. Taxkooc npoeedeno Konmenni-
AHANT3 CMPame2ivHux OOKYMeHnie, nPoepam KyibhiypHoi OUnioMamii ma KOMYHIKAYilHUX iHiyiamus.
Pezynomamu. Buznaueno, wjo KyiomypHi KoMyHixayii (hynkyionyloms sk bazamopienesa cucmema, sxka 00 eonye
0€ePAUCABHT CIMPYKMYPU, OCGIMHI A HAYKOGI THCMUMYYii, 2pomMaocvki opeawizayii, KpeamugHi iHOycmpii ma
yuposi niamgopmu. Busnaueno ocHosHI CKAA006I yiei apximekmypu: cmpameziyne niaHy8anHs, IHCMUmyyiita
Y32000ICEHICIY, BUKOPUCIIAHHS CUMBOTTUHO20 PeCypCy, MEXaHisMU MINCHAPOOHO20 3ANYHeHHs: Mma THCIMPYMeHmU
Mouimopuney egexmusnocmi. Jlogedeno, wjo pe3yibmamueHicmy cmpameii M’aK020 NIUGY 3ANENHCUMDb 610
00820CMPOKOBOCI NPO2PAM, IX [HMe2Payii y 306HIUHbONONIMUYHI NPIopUmemy ma 30amHOCmi a0anny8amiucs.
00 mpaxcgopmayiti 2106a1bHO20 THPOPMAYIUHO20 cepedosuiya. Bajciueum YuHHUKOM € NOEOHAHHS MPAOUYITIHUX
OUNTOMATNUYHUX IPAKIMUK 13 YUpposumu gopmamamu KoMyHikayii.

Bucnosku. Jloceio nposionux oepiicas y (hopmyeanui apximekmypu KyIbmMyPHUX KOMYHIKAYill cei0uums npo
ehekmusHicmb CUCmeMHo20 nioxody 00 peanizayii cmpameii M K020 GHAUEY V MINCHAPOOHOMY CepedOsUui.
V3e00oicenicmuv tnemumyyiiHux Mexanizmis, cmpameziune NIAHY8AHHS Md 00620CMPOKOBA NIOMPUMKA KYIbMYPHUX
iHiyiamue cnpusiions 3MIYHEHHIO MIJCHAPOOHO20 ABMOPUMeNny Md PO3WUPEHHIO 2100ATbHOI NPUCYMHOCH
oepaicasu. OOIPYHMOBAHO BANICUBY POTb KVIbMYPHUX KOMYHIKAYiU y 3a0e3neuenHi CMIlKo2zo MidiCHApOOHO20
NO3UYiOHYBaHHs ma PopMyeanui 006ipu 8 ymosax mpancgopmayii ceimosoeo nopsaoxy. Ompumani pesyrvmamu
RiOMEePONHCYIONs AOYLTLHICIb NOOATBUL020 PO3GUMKY MA A0ANMayii ehexmusrux mooenetl KyIbmypHoi 63aemooii
3 YPAXy8aAHHAM HAYIOHANLHUX THMEPECIE I CYUACHUX GUKTUKIG.

KorouoBi cioBa: myOniyHa IUmiiomaris, MDKHApoOiHE MO3WIIIOHYBAaHHS, CTpaTeriyHi KOMYyHIKaLii,
IHCTUTYLIIiHE YNpaBIiHHS, KyJIbTypHa B3a€MOis, CHMBOJIIYHMH KariTaj, IHCTPYMEHTH 30BHIIIHBOI
TIOJIITHKH, [I00AJIbHI MeXaHi3MH 1H(OpMaLiHHO-IIPOCBITHULILKOT POOOTH.
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THE PRINCIPLE OF PROFESSIONALISM AND COMPETENCE
IN SHAPING THE CORPORATE INTEGRITY OF THE STAFF
OF THE STATE CUSTOMS SERVICE OF UKRAINE

Purpose. The study aims to provide a theoretical justification and practical operationalization of the principle
of professionalism as a determinant of corporate integrity in the State Customs Service of Ukraine, identifying
the structural components of professional competence of customs officers, and developing a conceptual
model for integrating ethical standards into the personnel management system of customs authorities in the
context of European integration transformations.

Methods. The methodological framework comprises general scientific and special methods: system-
structural analysis for determining components of professional competence; a comparative method through
which international experience is analyzed regarding the formation of integrity standards within EU customs
services; institutional analysis for studying regulatory mechanisms on the profession’s activities, sociological
methods applied to empirically test association between levels of competence and institutional indicators
of integrity, modeling used in developing conceptual schema professionalism principle integration customs
service corporate culture.

Results. Customs officers’ competence structure can be defined in four components: cognitive (legislation,
procedures knowledge), operational (practical controlling skills), personal(moral-ethical qualities) and socio-
communicative (interaction with foreign economic activity participants). Competency typology according to
Sfunctional purpose has been developed as: basic, special and managerial. Professional training is correlated
with reduction of corruption risks. The paper analyzes the practices of continuous professional development
and ethical audit in the customs administrations of the Netherlands, Germany and Poland. It identifies the
challenges of Ukrainian system as fragmented mechanisms for assessing ethical competencies and lack of
integrated personnel development management system.

Conclusions. A conceptual model for integrating the professionalism principle into the corporate integrity
system has been developed and includes: development of professional standards with ethical competencies,
creation of multi-level training system with integrity module; introduction of ethical compliance monitoring
tools; formation of organizational culture based on honesty and transparency. The necessity of legislative
consolidation of competency requirements as criteria for selection and performance evaluation of customs
officers has been proven.

Key words: customs integrity, professional ethics, competency framework, public administration reform,
anti-corruption, customs modernization, ethical leadership, institutional capacity building, value-based
management, integrity training.

JEL Classification: D73

Yevhenii KHRYSTYNCHENKO, Introduction. The transformation of public administration
Postgraduate Student at the Research  in Ukraine in the context of European integration and the
Institute of Public Law implementation of the Association Agreement with the EU raises the

orcid.org/0009-0003-3084-7085 issue of building the institutional capacity of state bodies through

the prism of corporate integrity. The State Customs Service, as a key
entity ensuring the economic security of the state, the completeness
of fiscal revenues and the rule of law in the field of trade, is at
the epicenter of anti-corruption reforms. According to data from
Transparency International Ukraine (2024), customs authorities are
among the state bodies with a high level of corruption risk, which
necessitates a systemic transformation of approaches to personnel
management and organizational culture.

The issue of ensuring integrity in the customs sphere is particularly
relevant in the context of the complex challenges of today: the
digitalization of customs procedures, the growth of international
trade, and the fight against smuggling and customs evasion.
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Professionalism and competence are principles that are considered to be the main determinants of ethical
behavior among customs officials based on the State Customs Service Development Strategy until 2025.
Institutional integrity in the system is fully formulated by the Law of Ukraine “On Public Service” (2015).

The purpose of the article is to develop a theoretical conceptualization of corporate integrity among
State Customs Service employees and to develop a conceptual model that integrates ethical standards into
the customs management system.

The methodological basis of the study is a systematic approach that allows corporate integrity to
be viewed as an integrated system of interrelated elements: regulatory, organizational and managerial,
personal and behavioral, cultural and value-based. Both general scientific and special research methods
are used in the resesrch.

Systemic-structural analysis is used to classify the professional competence of customs officers into
structural components (cognitive, operational, personal, social and communicative) and to determine the
functional links between them.

For a comparative analysis of international experience in developing integrity standards in the
customs services of the Netherlands, Germany, Poland and other EU countries, a comparative method
was used to identify successful practices and opportunities for their adaptation. Comparative
analysis involves comparison as a cognitive operation aimed at identifying similarities or differences
between two phenomena. In this case, individual elements of approaches to building integrity in the
customs service were compared at three levels: institutional (programmes implemented by state bodies),
regulatory (legal norms defining rights and obligations), and social (the role of non-governmental
organizations).

Institutional analysis covers both formal and informal institutions, including rules governing the
professional activities of customs officials, legislative norms, professional standards, codes of ethics, and
organizational culture practices.

Using the modelling method, a conceptual model for integrating the principle of professionalism into the
corporate integrity system was developed, including key elements, interrelationships and implementation
mechanisms.

Literature review. The issue of forming principles of professionalism and competence in shaping the
corporate integrity of state customs service employees has become the subject of scientific research by a
number of domestic and foreign scholars in the context of Ukraine’s European integration aspirations and
the need to implement international standards of public administration. (Onishchenko, N. M., & Suniehin,
S. 0., 2018) Researchers focus on the relationship between the level of professional competence of
customs officials and their ability to adhere to ethical standards in the performance of their duties.(Persson,
A., Rothstein, B., & Teorell, J., 2013) Professionalism is seen as a key element of institutional capacity
that ensures effective customs control, combats corruption, and promotes public trust in state institutions
through transparency. (Mamo, D., Ayele, E., & Teklu, S., 2024) The analysis focuses primarily on customs
officers’ competency assessment systems and the introduction of modern educational technologies aimed
not only at developing professional knowledge but also the value orientations of civil servants. (Mentukh,
N. F., 2021).

Scientific publications emphasize the need to transform approaches to human resource management
in the customs service through the prism of a competency- based approach, which provides for the
comprehensive development of professional, managerial and ethical competencies of personnel.
(Triakina, O. O., Pavlenko, O. O., Timchenko-Mikhailidi, N. S., & Pugach, V. B., 2016) Scientists also
note the experience of EU member states in implementing codes of conduct for customs officers and
other integrity mechanisms, such as asset declaration systems and mechanisms for preventing conflicts of
interest (Deneha, V., Chornyi, Y., & Mentukh, N. (2023)). However, insufficient attention has been paid to
the development of methodological principles for the best integration of the principles of professionalism
and competence into the formation of corporate culture in the customs authorities of Ukraine. Equally
important are issues related to:

a) the development of objective criteria for assessing the level of professional competence of customs
officers;

b) the creation of effective mechanisms that would motivate customs officers to pursue independent
professional development, while promoting an environment characterised by zero tolerance for any
violation of ethical standards.
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Empirical results.

Structural components of the professional competence of customs officers

The professional competence of the staff of the State Customs Service of Ukraine is considered as a
complex multi-component system covering various aspects of their professional training and personal
development. The cognitive component includes knowledge of national customs legislation, international
conventions and agreements on procedural aspects, which form the theoretical basis for the effective
performance of official duties. As provided for in the Kyoto Convention on Rules and Regulations relating
to International Trade and Customs Relations, officials are expected to have comprehensive knowledge,
which should be demonstrated by practical skills in implementing risk management methods, as well as
the possession, operation, integration, use and installation of modern information systems and technologies
that ensure the speed and accuracy of customs formalities for goods and vehicles (Kyoto Convention
(Revised), 2006).

The personal aspect of professional competence is particularly important in shaping corporate
integrity, as it is moral and ethical qualities, internal value orientations and anti-corruption resilience
that ultimately shape an employee’s willingness to resist abuse of office. The social and communication
component is manifested through skills in effective interaction with participants in foreign economic
activity; interagency cooperation with law enforcement and regulatory authorities; and constructive
resolution of conflicts arising during customs procedures. Harmonious development with an emphasis on the
value-ethical aspect between all four components of professional competence is a prerequisite for creating
a culture of integrity in customs authorities (Professional standards for customs administrations, 2018).

Typology of professional competencies by functional purpose. A differentiated approach to determining
the professional competencies of State Customs Service personnel involves developing a typology that
takes into account the functional purpose and level of responsibility of employees. Basic competencies are
common to all categories of customs service employees and include fundamental knowledge of Ukrainian
customs legislation, the Customs Code of Ukraine, principles of integrity and customer orientation in
the provision of administrative services (Verkhovna Rada of Ukraine, 2012). These competencies form a
single standard model of professional behaviour and create the basis for corporate identity among customs
officers as representatives of different levels within the framework of state regulation of foreign economic
activity. The Law of Ukraine “On Civil Service” establishes general requirements for professional
competence, which also apply to civil servants (knowledge of the constitution; laws on civil service,
prevention of corruption) (Verkhovna Rada of Ukraine, 2015).

Competencies reflect the specifics of individual areas of customs service activity and therefore require
in-depth knowledge in the relevant fields: for example, specialists involved in the clearance of goods must
have a thorough knowledge of the classification of goods in accordance with the Ukrainian Classification
of Goods for Foreign Economic Activity; inspectors involved in customs control must be familiar with
physical and documentary control methods, and those involved in combating smuggling must have
forensic skills and experience in operational and investigative work (Pyman et al., 2012).

Management competencies include strategic planning of customs activities, leadership and motivation
of employees, human resource management, and shaping an organisational culture based on integrity.
Management is emphasised by the standards of the World Customs Organisation, which play a crucial role
in establishing an ethical climate by introducing principles for the daily practice of customs authorities.
(Revised Arusha Declaration on Customs Integrity, 2012).

Table 1
Typology of professional competencies of the staff of the State Customs Service of Ukraine
Type ofcompetencies Target group Key elements

Basic All categories of Knowledge of legislation, integrity, customer

employees focus, computer literacy
Specialised Specialists in specific Custorps clearance, control, anti-smuggling,

areas analytics, IT support
Management Management Strategw planning, leadership, HR management,

integrity culture development

Source: adapted by the author based on the Revised Arusha Declaration on Customs Integrity (2012)
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International experience in developing integrity standards covers three main approaches to anti-
corruption measures. The first approach examines corruption as a structural problem arising from economic
insufficiency and weakness or the transition of state institutions to democracy (Doig & Theobald, 2000).
The second approach explains corruption as an institutional deficit in which rules do not work effectively
in organizations; both formal and informal aspects are linked to impunity and legacy protection networks
that underlie official practices (Batalli, 2015). Finally, the latest perspective focuses on improving integrity
systems through innovations that are effective in enhancing accountability.

A comparative analysis shows that there are different approaches to developing professional integrity
standards among European customs services. The Dutch model is based on continuous professional
development and contains certain key elements that are emphasized as mandatory modules on ethics
and integrity at all stages of a customs officer’s career path, from initial training programmes to senior
management training programmes. Therefore, systematic updating of knowledge and skills related to
ethical behavior is acquired throughout their professional activities (Dejan Jelovac & Aleksandar Sulei¢.,
2025). The interactive training methods implemented by the Dutch customs service include analysis of
real ethical dilemmas, role-playing games, and simulation exercises involving conflicts of interest, which
allow employees to practise decision-making in complex practical situations.

The German three-stage certification system involves a thorough assessment of not only the technical
knowledge and professional skills but also the ethical competencies of customs officers, with special
integrity tests, psychological assessments and behavioural analysis in simulated situations being an integral
part of it. The Polish experience of training programmes that integrate integrity components into the
training of customs officers demonstrates effectiveness thanks to a unified educational policy, where ethics
and anti-corruption issues are explored as integral elements in all disciplines that shape professionalism,
thus creating a holistic understanding of the relationship between professionalism and integrity (Integrity
in customs and trade facilitation: European experiences, 2020). Legislative practice, developed on the basis
of successful European experience, contains common elements for effective systems:

— legislative consolidation, institutionalisation of codes, establishment of standards of conduct for
customs officials;

— mandatory regular training on integrity;

— transparent competency assessment procedures; functioning of an independent ethical audit body
that monitors compliance with ethical standards.

Table 2
Comparative analysis of European models for building integrity among customs officers
Country Model Key characteristics Effectiveness
Netherlands Continuous Mandatory ethics modules at all levels, Corruption
professional development | interactive methods Perceptions Index: 79/100
. . Assessment of technical and ethical Corruption Perceptions
Germany Three-stage certification competencies, integrity tests Index: 78/100
.. Ethics in all training disciplines, unified Corruption perception
Poland Integrated training education policy index: 54/100
. Fragmented Episodic training, lack of Corruption perception
Ukraine . .
approach consistency index: 36/100

Source: compiled by the author based on Integrity in customs and trade facilitation: European experiences, 2020.

Systemic challenges to the development of corporate integrity in the State Customs Service of Ukraine

Legal gaps in regulating the professional competence and integrity of state customs service personnel
create a number of obstacles to the systematic formation of a culture of ethical behavior. The absence
of professional standards that integrate ethical competencies as a mandatory component of qualification
requirements for customs officials at various levels leads to subjectivity in assessment and the impossibility
of establishing uniform criteria for integrity. The fragmentation of legal regulation of integrity issues in a
situation where the relevant norms are contained in various regulatory and legal acts without a clear system
of implementation and control makes it impossible to create a comprehensive system for the formation
and maintenance of high ethical standards in customs authorities. The Law of Ukraine “On Prevention
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of Corruption” establishes general anti- corruption restrictions, but does not contain specific provisions
regarding ethical standards for employees of the State Customs Service.

Organizational and managerial barriers are manifested in the inadequacy of and comprehensive staff
training programmes covering both technical and ethical aspects of the professional activities of State
Customs Service employees. The formalism of certification procedures, during which mainly the formal
compliance of documents is assessed, as well as the results of testing without in-depth analysis of the
ethical behavior and integrity of the employee, turns certification into a bureaucratic procedure
that does not perform the function of a real assessment of professional suitability (Order of the CMU
No. 1000-r, 2021). The lack of a systematic ethical audit and monitoring of compliance with integrity
standards, the ineffectiveness of mechanisms to motivate ethical behavior, and the absence of effective
sanctions for violations of ethical standards create an atmosphere of impunity and reduce the motivation of
employees to adhere to high ethical standards. Cultural and value barriers, which include remnants of the
Soviet administrative culture with its authoritarianism and formalism, social tolerance of corrupt practices,
and a lack of positive role models of ethical behavior among management, require long-term efforts to
transform the organizational culture.

Conclusion. The results of scientific research have identified a four- component structure of
professional competence for customs officers: cognitive (knowledge of customs legislation, international
conventions, procedures), operational (practical skills in customs control, risk management, use of
information systems), personal (moral and ethical qualities, honesty, anti-corruption resilience) and social-
communicative (skills of interaction with participants in foreign economic activity, interdepartmental
coordination, conflictology). The programme includes additional training content that promotes the
development of corporate ethics not only on the basis of knowledge, but also on the basis of practical
skills and attitudes.

A typology of professional competencies of the staff of the State Customs Service of Ukraine has
been developed according to their functional purpose, which includes basic competencies (common
to all categories of employees: knowledge of legislation, integrity, customer orientation), specialized
competencies (characteristic of specific areas: customs clearance, customs control, combating
smuggling, analytical work) and managerial competencies (for management: strategic planning,
leadership, personnel management, shaping organizational culture). The proposed typology allows for
a differentiated approach to the development of professional development and certification programmes
for personnel.

A comparative analysis of international experience has revealed some best practices in the development
of professional integrity standards in the customs services of EU member states. These include the Dutch
model of continuous professional development programmes, which include mandatory courses on ethics
and integrity; the German three-level certification system, which tests and assesses not only technical
but also ethical competencies; and Poland’s experience in integrating integrity training programmes for
customs officers at all levels. Therefore, among the key elements that make such systems successful are the
legislative introduction or consolidation of codes of ethics/standards in legislation, mandatory integrity
training, transparent assessment procedures, and independent ethical auditing.

Systemic challenges in building corporate integrity in the State Medical Service of Ukraine include:
gaps in regulatory and legal regulation (lack of clear professional standards with ethical competencies,
fragmented regulation of integrity issues), organizational and managerial barriers (lack of comprehensive
staff training programmes, formalism in certification procedures, lack of systematic ethical auditing,
weak mechanisms for motivating honest behavior), cultural and value barriers (legacy of Soviet
administrative culture, social tolerance of corruption, lack of positive role models). All these challenges
must be addressed through a holistic approach at every level, from changes in legislation to changes in
organizational culture.

Promising areas for further research include: empirical research on the level of professional competence
and ethical attitudes among the staff of the State Customs Service of Ukraine using sociological methods
(surveys, in-depth interviews, focus group discussions) to test theoretical propositions, as well as conceptual
modelling; the development of specific methodologies for assessing the ethical competencies of customs
officers, taking into account the specifics of their positions and functional responsibilities; studying how
the digitization of customs procedures affects the transformation of professional competencies, as well as
the challenges of maintaining integrity in the context of e-government.
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NPUHIOUII MPOPECIOHAJI3MY TA KOMIIETEHTHOCTI
Y ®OPMYBAHHI KOPTIOPATUBHOI TOBPOYECHOCTI
CIIBPOBITHUKIB TEPKABHOI MUTHOI CJIYKBU YKPATHHI

€preniii XPUCTUHYEHKO,
acnipanm Hayxogo-0ociionozo incmumymy nyoniuHo2o npasa
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Mema. [Jocnioxcenns cnpamosane Ha meopemuyne 0OIPYHIMY8aHHA Md NPAKMUYHY ONepayioHarizayilo RpUHYuny
npogecionaniamy K 0emepminanmu opmysanis Kopnopamusroi 0obpouecrocmi 6 cucmemi Jlepoicagnoi mumnor
cayacou Ykpainu, susnauents cmpyKmypHux KOMROHeHmie npoQeciiinoi KomMnemeHmuoCcmi MUMHUX Cyjco08yie ma
DPO3DOOKY KOHYenmyanbHoi Mooeni inmezpayii emuuHux cmasoapmie y cucmemy ynpagiiHHa NepcoHaiom MUmHUX
Op2aHiB 8 yMOBAX €8POIHMeSPAYIIHUX MPaHCcHopmayii.

Memoou. Memooonoeiuna 6asa KIOUAE 3a2ATbHOHAYKOBI MA CHEYianbHI Memoou: CUCEMHO-CHIPYKIYPHUL
ananiz Onsl BUSHAUEHHS. KOMNOHEHMI8 Npohecitinoi KoMNnemeHmHOCmi;, NOPIGHAIbHUL Memood, 3d 00NOMO2010
AKO2O AHANIZYEMBCS MINCHAPOOHUL 00C8I0 (popmysants cmanoapmie dobpouechocmi 6 mumuux cayicoax €C;
IHCmumyyitiHutl ananiz O BUGYEHHs Pe2VIAMOPHUX MeXaHizmie OisibHocmi npogecii; coyionociuni memoou,
Wo 3acmoco8yIomscs sl eMIIPUUHOL NEPeBipKU 383Ky MIdiC DIBHAMU KOMNEMEHMHOCIE ma THCIMUmyyittHumu
HOKA3HUKAMY 000POYECHOCI; MOOEN0BAHHA, WO BUKOPUCMOBYEMbCA Ol PO3POOKU KOHYENMyalbHoi cxemu
inmezpayii npunyuny npoghecionanizmy 8 KOpROPAMUGHy KyJiohiypy MUmHoI cyicou.

Pezynvmamu. Cmpyxmypy KoMnemeHmHOCII MUNHUX CLYHCO08YIE MOHCHA BUSHAUUMI 30 YOMUPMA KOMNOHEHMAMU:
KOSHIMUBHUM (3AKOHOOABCMB0, 3HAHHS NPOYeOYp), ONepayitHum (NPaKmuyHi HABUYKY KOHMPOIIO), 0COOUCTICHUM
(MOpanbHo-emuuHi AKOCMI) Ma CoYianbHO-KOMYHIKAMUSHUM (83A€MOOIA 3 YUACHUKAMU 308HIUHbOEKOHOMIYHOT
disibHocmi). Po3pobieno munonoeito komnemeHnyill 3a (YHKYiOHATbHUM NpUSHAYeHHAM: 0A308i, cneyiaibHi ma
ynpasaincovki. Ilpogeciiine Hasuanus Kopemoe 3i 3HUICEHHAM KOPYNYIUHUX pusuxie. Y cmammi ananizyemocs
npaxkmuka besnepepero2o npoecitinoco po3eUmKy ma emuuHo20 ayoumy 8 Mumnux aominicmpayiax Hioepranois,
Himeuuunu ma Honvwi. Buznaueno npobremu yKpaincvkoi cucmemu, maxi K (opacmeHmosani Mexaniamu oyinKu
eMUYHUX KOMRemeHYitl ma 8I0CYMHICMb IHMe2Po8aHoi cucmemil YAPAGIiHHA PO3GUINKOM HEPCOHATY.

Bucnogku. Po3pobneno konyennyaisHy mooens inmezpayii npunyuny npoghecionaniamy 8 cucmemy KOpnopamugHoi
000OpouecHocmi, AKa KIIYAE. PO3POOKY Npoecilinux cmandapmis 3 emuyHUMU KOMRemeHYiamu, CMeopeHHs.
baeamopienesoi cucmemu HAGUAHHSA 3 MOOYIEM O0OPOYECHOCHI; BNPOBAONCEHHS THCIMPYMEHMIE MOHIMOPUH2Y
emuyHoi 8IONOGIOHOCHI, (hopMysants Opeani3ayitinoi Kytbmypu, 3ACHOBAHOI HA YeCHOCMI Md NpPO30POCHIL.
Hosedeno neodXioHicms 3aK0HO0ABU020 3GKPINJIeHHS 8UMO2 00 KoMNemeHyill K Kpumepiie 8i00opy ma oyinku
OIALHOCT MUMHUX CLYIHCOOBYIS.

KirouoBi ciioBa: 100podyecHICT, MUTHOI CITy»Ou, mpodeciiiHa eThka, paMKa KOMIICTEHIH, pedopma
JICPKaBHOTO YIIpaBIIiHHsI, O0OpOThOA 3 KOPYIIIIEI0, MOJSPHI3aIlisl MUTHOI CIY»OH, €TUYHE JIiJICPCTRO,
Ppo30y10Ba IHCTUTYIIHHOTO MTOTEHIIIATY, YIIPABIIHHS Ha OCHOBI LIHHOCTEH, HABYAHHSI J0OPOYECHOCTI.

Crars momMpIOETHCs Ha Jlata nepuioro HagxomKeHHs cTaTTi 1o BuaaHHs: 31.03.2026
@ @ YMOBaX JIIIEH311 BLAKPHTOIO Jlata mpUHHATTS CTATTi 10 APYKY micns perensysanss: 10.04.2026
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