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CONTENTS OF THE CUSTOMS CASE OF UKRAINE

The article is devoted to the analysis of the content of the customs affairs of Ukraine at the current stage.
The purpose of the article is to analyze the structure and components of customs affairs from the point of
view of an interdisciplinary approach to the topic. The peculiarities of customs regulation in the period of
armed conflict are indicated, which requires references to the theory and practice of customs affairs and
the formation of changes and additions to the foreign economic activity of Ukraine, since the economic
component is part of the security of the state, this issue also requires a balanced attitude and the formation
of a picture in accordance with the requirements of the time. The methods used are dialectical, which is
the methodological basis of customs affairs, general-scientific method of a systematic approach, dogmatic,
formally legal. The results. The customs affairs of Ukraine changed during the period of martial law. There
has been a relaxation of duty payment in respect of certain objects of duty imposition, etc. The Verkhovna
Rada of Ukraine adapted to the requirements of the times and made changes to national legislation,
including customs and tax legislation. During the martial law, it was necessary to revise the provisions
of many branches of law, some institutions were forced to fundamentally change in order to adapt to the
modern conditions of existence of Ukrainian society. The aggression of the neighboring state affected many
spheres of human life, and this is connected not only with the protection of people’s lives and health, the
most important social relations that are disturbed during the armed aggression of the Russian Federation,
but also with other spheres of human existence, society, the state, international community. The state had to
review its customs regulations, tax obligations, etc. The country does not live an isolated life, life activities,
as a rule, are ensured by the presence of international relations, including in the field of economy. The
rate of increase of productive forces requires an appeal to the customs rules and related social relations.
Scientific and technical progress allows you to use the goods, services, intellectual property, capital, and
labor force of not only your country, therefore customs rules should be as consistent as possible with
the realities faced by society, with a clear positive direction of interstate interests, and remove obstacles
to compatible activities as much as possible. Conclusions. The study of customs affairs continues to be
a timely topic, the subject of consideration of the theory and practice of foreign economic activity of
Ukraine, recognized as an independent institute in the field of management with the aim of establishing
benefits for the state, society, and man, protecting economic and related spheres of society. The events of
recent months have once again proven that customs affairs must be full of content, be in dynamic motion,
and respond appropriately to modern realities.

Key words: customs affairs, customs activity, foreign economic activity.
JEL Classification: K 30.
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Introduction. During the period of martial law, it was necessary
to revise the provisions of many branches of law, some institutions
were forced to change fundamentally in order to adapt to the modern
conditions of existence of Ukrainian society. The aggression of
the neighboring state affected many areas of human life, and this
is not only related to the protection of people’s lives and health,
the most important social relations that are disturbed during the
armed aggression of the Russian Federation (Berezovska, 2022),
as well as other spheres of human existence, society, the state, and
the international community. The state had to review its customs
regulations, tax obligations, etc.

The system of national customs regulation of foreign economic
activity of economic entities in Ukraine requires an appeal to the
issues of customs affairs.

It is relevant to analyze the content of customs affairs of Ukraine at
the current stage, its structure and other components of customs affairs
from the point of view of an interdisciplinary approach to the topic.
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The purpose of the study is to analyze the structure and components of the customs case from the point
of view of an interdisciplinary approach to the topic. Scientific and research tasks are to clarify the need
for the specifics of customs regulation during the period of armed conflict, which requires references to
the theory and practice of customs affairs and the formation of changes and additions to Ukraine’s foreign
economic activity. The methods used are dialectical, which is the methodological basis of customs affairs,
general-scientific method of a systematic approach, dogmatic, formally legal.

An interdisciplinary approach makes it possible to see each component ... its content, to analyze the
ways of its access to every corner of the life of society or its individual members (Berezovska, 2022).

Economic component as part of state security. Peculiarities of customs affairs in a state of war.
The peculiarities of customs regulation during the period of armed conflict require references to the theory
and practice of customs affairs and the formation of changes and additions to Ukraine’s foreign economic
activity, since the economic component is part of the state’s security, therefore this issue also requires
a balanced attitude and the formation of a picture according to the requirements of the time.

The customs affairs of Ukraine changed during the period of martial law. There has been a relaxation
of duty payment in respect of certain objects of duty imposition, etc. The Verkhovna Rada of Ukraine
adapted to the requirements of the times and made changes to national legislation, including customs and
tax legislation.

During the martial law, it was necessary to revise the provisions of many branches of law, some
institutions were forced to fundamentally change in order to adapt to the modern conditions of existence
of Ukrainian society. The aggression of the neighboring state affected many spheres of human life, and
this is connected not only with the protection of people’s lives and health, the most important social
relations that are disturbed during the armed aggression of the rf, but also with other spheres of human
existence, society, the state, international community. The state had to review its customs regulations, tax
obligations, etc.

Interstate relations regarding customs affairs. The country does not live an isolated life, life activities,
as a rule, are ensured by the presence of international relations, including in the field of economy. States
evaluate the benefit from the use of labor by spheres of activity and enter into interstate relations, which,
on the one hand, can minimize the costs of wages or raw materials, on the other hand, makes the state
dependent on the presence or absence of a certain supply of goods. The rate of increase of productive
forces requires an appeal to the customs rules and related social relations. Scientific and technical progress
allows you to use the goods, services, intellectual property, capital, and labor force of not only your
country, therefore customs rules should be as consistent as possible with the realities faced by society,
with a clear positive direction of interstate interests, and remove obstacles to compatible activities as
much as possible. The economic component is part of the security of the state, this issue also requires
a balanced attitude and formation of the picture according to the requirements of the time.

The events of recent months have once again proven that customs affairs must be full of content, be in
dynamic motion, and respond appropriately to modern realities.

The system of national customs regulation of foreign economic activity of business entities in
Ukraine requires addressing the issues of customs affairs, the specific activity of the state, within which
the functioning of the customs and, partly, the tax system of Ukraine is ensured, personal, national and
interstate interests regarding political and economic security are realized person, society, state, international
community.

It is known that the customs business is a specific activity of the state, within which the functioning of
the customs and, partly, the tax system of Ukraine is ensured, personal, national and interstate interests
are realized in relation to the political and economic security of the individual, society, the state, and the
international community.

Normative base of customs affairs. Even in the Declaration on State Sovereignty of Ukraine, Ukraine’s
economic independence is established, it is indicated that Ukraine independently determines its economic
status and enshrines it in laws. The people of Ukraine have the exclusive right to own, use and dispose of the
national wealth of Ukraine. The land, its subsoil, air space, water and other natural resources located within
the territory of Ukraine, natural resources of its continental shelf and exclusive (marine) economic zone, all
economic and scientific and technical potential created on the territory of Ukraine are property of its people,
the material basis of the sovereignty of the Republic and are used to ensure the material and spiritual needs
of its citizens. The Ukrainian SSR has the right to its share in the all-Union wealth, in particular in all-Union
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diamond and currency funds and the gold reserve, which was created thanks to the efforts of the people of the
Republic. All-Union property issues (common property of all republics) are resolved on a contractual basis
between the republics — the subjects of this property. Enterprises, institutions, organizations and objects of
other states and their citizens, international organizations may be located on the territory of Ukraine and use
natural resources of Ukraine in accordance with the laws of Ukraine. Ukraine independently creates banking
(including the Foreign Economic Bank), price, financial, customs, and tax systems, forms the state budget,
and, if necessary, introduces its own currency. The highest credit institution of Ukraine is the National Bank
of Ukraine, accountable to the Verkhovna Rada of Ukraine (Declaration, 1990).

The Customs Code of Ukraine (Part 1, Article 7) establishes the procedure and conditions for the
movement of goods across the customs border of Ukraine, their customs control and customs clearance,
the application of mechanisms of tariff and non-tariff regulation of foreign economic activity, settlement of
customs payments, maintenance of customs statistics, exchange of customs information , maintaining the
Ukrainian classification of goods of foreign economic activity, carrying out in accordance with the law state
control of non-food products when they are imported into the customs territory of Ukraine, preventing and
countering smuggling, fighting against violations of customs rules, organizing and ensuring the activities
of customs authorities and other measures aimed at implementing the state customs politicians, constitute
a customs case. At the same time, it is indicated that customs affairs are carried out in compliance with
the forms of declaration of goods accepted in international practice, methods of determining the customs
value of goods, systems of classification and coding of goods and the system of customs statistics, other
generally recognized norms and standards in the world (part 2 of article 7 of the MK of Ukraine). The
principles of customs affairs, in particular, indicate the legal status of customs authorities, the customs
territory and customs border of Ukraine, procedures for customs control and customs clearance of goods
moving across the customs border of Ukraine, customs regimes and conditions of their application,
prohibitions and/or restrictions on importation into Ukraine , export from Ukraine and movement through
the territory of Ukraine by transit of certain types of goods, conditions and procedures for making customs
payments, customs benefits are determined by this Code and other laws of Ukraine (Part 3, Article 7 of the
Code of Ukraine). Direct management of the implementation of customs affairs is entrusted to the central
body of the executive power, which implements the state customs policy (Part 4 of Article 7 of the Code
of Ukraine of Ukraine) (Customs Code, 2012).

The country does not live an isolated life, life activities, as a rule, are ensured by the presence of
international relations, including in the field of economy. States evaluate the benefit from the use of labor
by spheres of activity and enter into interstate relations, which, on the one hand, can minimize the costs
of wages or raw materials, on the other hand, makes the state dependent on the presence or absence of
a certain supply of goods. The rate of increase of productive forces requires an appeal to the customs
rules and related social relations. Scientific and technical progress allows you to use the goods, services,
intellectual property, capital, and labor force of not only your country, therefore customs rules should be
as consistent as possible with the realities faced by society, with a clear positive direction of interstate
interests, and remove obstacles to compatible activities as much as possible.

The events of recent months have once again proven that customs affairs must be full of content, be in
dynamic motion, and respond appropriately to modern realities.

The customs office protects and regulates the public interests of the state, stands in defense of its
foreign economic policy, implements and ensures compliance with the rules regarding the internal and
external policy of the state to ensure national economic interests. This also includes the self-organization
of customs affairs, which must meet all the requirements for the observance of Ukraine’s sovereignty and
the functioning of its economy. Each state engages in foreign economic activities, takes care of interstate
economic relations, and tries to maintain influence and control over such activities for the sake of national
interests. The economic component is the largest stratum considered by customs. Within the framework of
the study, a separate institution of state administration called customs affairs is identified, which includes
all aspects of the concept of customs affairs, the foreign economic activity of the state and other subjects
with which it enters into relations, considers the concept and functioning of customs activities bodies,
their main functions, the limits of authority, the purpose of their activities, the main goals of the existence
of customs affairs, regulations on the formation of tariff and non-tariff prescriptions, on restrictions on the
movement of goods across the customs border of Ukraine, control over the implementation of customs
rules, the entire range of activities related to the regulation of state customs policy of Ukraine.
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Due to its geographical location, Ukraine is largely dependent on the import of energy resources,
which is also taken into account by our state. Active international cooperation in the field of economy
affects the further development of our state, but this does not exclude the observance of customs rules by
both Ukraine and other states.

Customs regulation includes a certain mechanism of implementation, the structure of control bodies,
prescribed objects of such regulation, a system of customs rules that regulate and protect public relations
that take place in the field of customs affairs. If the object is certain relations in the economic sphere,
which arise, continue or terminate in connection with the movement of money and goods across the
customs border in accordance with the rules established by national legislation, then the subjects are a
certain structure of competent state bodies, rights and obligations the bonds of which are also provided
for by law.

All this is included in the contents of the customs case.

In Ukraine, the committee of the Verkhovna Rada of Ukraine on tax and customs policy functions
precisely on these issues. The Committee takes care of issues regarding the approval of draft laws
regulating relations in the field of tax and customs law. For example, this referred to Law of Ukraine No.
7190 “On Amendments to the Tax Code of Ukraine and other legislative acts of Ukraine regarding the
improvement of legislation for the period of martial law” dated March 22, 2022 (Law, 2022).

The explanatory note reflected the following main points regarding the effect of tax and other legislation
during the period of martial law: the document improves the provisions on VAT taxation of self-grown
agricultural products and exemption from paying VAT of payers of the single tax of the third group under
special conditions; extends from 3 to 6 months the period during which taxpayers who were unable to
submit tax returns must fulfill the obligation to submit full returns after the end of the special period;
exempts goods imported into the territory of Ukraine under the import regime from import duties and
exempts from VAT the operations of importing goods into the customs territory of Ukraine by taxpayers
of the first, second and third groups who pay tax at the rate of 2%. At the same time, it is envisaged to
simplify the procedures for customs clearance of such goods; for the 2021 and 2022 tax (reporting) years,
the tax on real property, other than land, is not calculated and paid for residential real estate objects,
including their shares, located in the territories where hostilities are (were) conducted , or in the territories
temporarily occupied by the armed forces of the Russian Federation and for objects of residential real
estate that have become unfit for living in connection with the armed aggression of the Russian Federation;
the import of vehicles by citizens is completely exempt from taxation. Import of vehicles by subjects
of the simplified system is exempted from excise tax and VAT;, the peculiarities of the functioning of
customs bodies during the wartime period are determined. In addition, registration as a VAT payer is
suspended; the date of transition to the simplified system is the date specified in the application; for all
goods purchased with VAT before the transition to the simplified system and used during the stay on the
simplified system, after the end of martial law, VAT will have to be charged; for fuel exporters, the amount
of negative value from VAT, determined for the relevant reporting period, which includes the amount of
the tax liability for transactions with the application of the VAT rate for fuel of 7%, is also not subject to
budgetary compensation. Such amounts will be credited to the tax credit of the next period; a moratorium
is introduced on documentary checks of compliance with the requirements of the legislation on customs
matters (Law, 2022).

Each country, like Ukraine, develops its own customs policy, which must be consistent with the
existing customs system and the customs regulation that meets the requirements of the time, but also take
into account the existing rules of other states in order to create the most positive relations in the economic
sphere for both individual citizens and for the countries concerned, without forgetting their own interests.

If we define the functions of customs affairs, in addition to the purely economic ones, they are often
called regulatory and tax functions in the literature. The tax function takes over, including replenishment
of the state budget. The regulatory function is responsible for foreign economic relations, for compliance
with the requirements of international legal acts, and on their basis — making changes to national legislation.
When forming normative legal acts in the field of customs affairs, the internal and external interests of
Ukraine, the economic obligations taken by it, which, among other things, are regulated by the norms of
international law developed by international practice, are taken into account. Therefore, addressing the
topic of customs affairs is extremely relevant, it has an interdisciplinary complex approach, includes the
interests of many subjects, and ultimately can affect the foreign economic activity of Ukraine.
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The Verkhovna Rada of Ukraine adapted to the requirements of the times and made changes to national
legislation, including customs and tax legislation. In March, they referred to the simplified procedure for
the import of essential goods and humanitarian aid to Ukraine. Some rules related to the simplification of
the importation of goods into Ukraine, which are relevant during the period of martial law, for example,
regarding the exemption from payment and the actual assessment of the environmental tax by certain
business entities, those that were taken into account and registered at the location of the sources of
pollution, the creation of and temporary storage of radioactive waste in Ukrainian occupied territories or
those where hostilities are taking place. Changed the payment of real estate tax for real estate and non-
residential real estate located on occupied Ukrainian lands or those where hostilities are taking place or
if residential real estate has become unfit for habitation. In order to avoid confusion and abuse regarding
the definition of occupied territories, combat zones, as well as regarding the list of residential real estate
objects that have become unfit for habitation, the Cabinet of Ministers of Ukraine provides a list of such
territories and also establishes a procedure for recognizing such objects. The specified list is formed with
the approval of the Ministry of Defense based on the proposals of the relevant regional and Kyiv city
military administrations, based on three key criteria for determining territories. These are: territories that
are temporarily occupied; territories that are surrounded (blocked); territories where active hostilities are
ongoing (Enumeration, 2022).

A special fund for the restoration of property and destroyed infrastructure has been created in Ukraine
(Fond, 2022). Ukrainians whose property (private manor houses, country houses, and garden houses,
apartments, other residential premises for which the ownership right is registered separately) was damaged
during the armed aggression of the Russian Federation, can submit the specified application form for
compensation in the Diya electronic application.

It was also decided to make changes regarding benefits regarding the cancellation of customs duties
when importing vehicles from any other countries into Ukraine, except for the country of the aggressor.

Changes were established regarding vehicle customs clearance, exemption from excise tax and VAT on
the import of vehicles by subjects of the simplified taxation system, etc. were established.

Customs business includes a rather large range of issues. This is the integration of our state into the
international economic system, and the entire set of customs norms of international and national law,
and the sphere of innovation, based on the rapid development of information technologies, which should
become a pillar in the work of the customs system of Ukraine, etc.

If we pay more attention to the functions of customs affairs, then, taking into account the issues
outlined in the literature, we can separately talk about such functions as informational, economic, logistic,
tariff, control-passage, integrating, innovative, statistical, evaluation, standardization, certification, legal,
interaction, development, analytical, dynamic, comparative, etc.

The principles of conducting customs affairs are enumerated in Article 8 of the Customs Code of
Ukraine: exclusive jurisdiction of Ukraine on its customs territory; exclusive powers of the customs
authorities of Ukraine regarding the implementation of customs affairs; legality and presumption of
innocence; unified order of movement of goods and vehicles across the customs border of Ukraine;
simplification of legal trade; recognition of the equality and legitimacy of the interests of all economic
entities, regardless of the form of ownership; observance of the rights and interests of persons protected
by law; encouraging integrity; openness and transparency; responsibility of all participants in relations
regulated by the Customs Code (Customs Code, 2012).

The system of norms of customs affairs, in addition to the general ones, consists of a set of international
and national acts in the field of customs affairs.

International, in addition to those that are general, since the Universal Declaration of Human Rights
of 1948 of the United Nations Organization (Declaration, 1948) includes the United Nations Convention
against Transnational Organized Crime, the purpose of which is to promote cooperation in the matter
of more effective prevention of transnational organized crime and combating (Convention, 2000), the
International Convention on Mutual Administrative Assistance in Deterring, Investigating and Stopping
Violations of Customs Legislation Violations of Customs Legislation that Threaten the Economic, Social
and Fiscal Interests of States and the Legal Interests of Trade, and Combating Customs Legislation
Violations Can Be more effective under the conditions of cooperation between customs administrations
(Convention, 2000), the International Convention on Administrative Mutual Assistance in the Field of
Customs Relations, developed under the auspices of the Customs Cooperation Council, now known as the
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World Customs Organization, where it is recognized that closer cooperation between customs authorities is
the main purpose of the Convention, adopted with the assistance of the Council for Customs Cooperation,
that more effective cooperation between customs authorities can be achieved thanks to the goodwill of
the Contracting Parties, that the importance of the correct assessment of customs duties and other charges
and ensuring proper application by customs authorities is taken into account prohibitions, restrictions and
control measures regarding individual goods, which violations of customs legislation cause damage to the
security of the Contracting Parties, their economic, commercial, tax, social, health and cultural interests
(Convention, 2003), etc.

Conclusions and prospects for further research in this direction. So, considering the analysis of
the topic, we can come to the conclusion that the events of recent months have once again proven that the
customs business should be full of content, be in dynamic motion, and respond accordingly to modern
realities. The study of customs affairs continues to be a timely topic, the subject of consideration of the
theory and practice of foreign economic activity of Ukraine, recognized as an independent institute in
the field of management with the aim of establishing benefits for the state, society, and man, protecting
economic and related spheres of society.
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THE CRIME OF AGGRESSION UNDER THE STATUTE
OF THE INTERNATIONAL CRIMINAL COURT

The Statute of the ICC, which was adopted in 1998, in contrast to international legal acts that determine the
international responsibility of states and governments, provides for individual responsibility for committing
the crime of aggression as one of the most serious crimes that causes concern for the entire international
community. The crime of aggression is listed, but is not defined as a crime under the jurisdiction of the
ICC. Amendments adopted in May-June 2010 in Kampala (Uganda) define the crime of aggression and the
conditions for activating the jurisdiction of the ICC, starting in 2017, which closes the gap in the substantive
law and jurisdictional regime of the ICC Statute.

The purpose of the article is to consider retrospectively the formation and development of responsibility for
the crime of aggression in accordance with the Statute of the International Criminal Court (the ICC Statute).
This study is based on the works of domestic and foreign scientists who at different times studied separate
issues related to the definition of the crime of aggression A. Antonovych, J. A. Green, 1. Kasyniuk, T. Ruys,
J. Trahan, K. Henderson and others

The article highlights the modern interpretation of the term ,,crime of aggression” in accordance with the
provisions of the Statute of the International Criminal Court. Attention is focused on the characteristic
features, elements, methods of exercising the jurisdiction of the ICC regarding the crime of aggression,
as well as the conditions for the entry into force of the amendments to the Statute of the ICC regarding this
crime.

In the course of the investigation, it was established that studying the situation in Ukraine, the Olffice
of the Prosecutor of the International Criminal Court, headed by Prosecutor Karim A.A. Khan, considers the
existing grounds to be sufficient for the investigation starting from November 21, 2013. Thus, these appeals
provide an opportunity to investigate the situation in Ukraine covering any past and present accusations
of crimes committed by any person in any part of the territory of Ukraine, and that they will remain focused
on the main goal: ensuring accountability for crimes that fall under the jurisdiction of the ICC
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Problem statement. The International Criminal Court (ICC)
Statute, adopted in 1998, differs from international legal acts that
define the international responsibility of states and governments. It
provides for individual responsibility for the crime of aggression
as one of the most serious crimes that cause concern for the entire
international community. The crime of aggression is listed but
is not defined as a crime taking under the jurisdiction of the ICC.
Amendments adopted in May-June 2010 in Kampala, Uganda,
define the crime of aggression and the conditions for activating the
ICC’s jurisdiction, starting from 2017. This closes the gap in the
substantive law and jurisdiction regime of the ICC Statute.

Analysis of recent research and publications. Ukrainian and
foreign researchers such as A. Antonovych, J.A. Green, 1. Kasynyuk,
T. Ruys, J. Trahan, K. Henderson, and others have dedicated their
thesis to particular issues related to defining the crime of aggression
at different times. Analysis of the works of these and other researchers
provided the scientific basis for writing this article.

Article objective. To investigate the retrospective of the formation
and development of responsibility for the crime of aggression under
the International Criminal Court Statute (ICC Statute).

Results of the research. Attempts to prohibit and criminalize the
illegal conduct of war (the use of force) have been known since the
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Hague Conferences of Peaceful Settlement of International Disputes between States in 1899-1907; the
preamble to the Charter of the United Nations and its articles also contain provisions on preventing wars;
the Geneva Protocol (1924) on the peaceful settlement of international disputes, the Declaration (1927) on
aggressive wars — all of these documents became the basis for the development of significant international
legal acts that define war as an international crime.

With the entry into force of the UN Charter on October 24, 1945, a system of collective security was
initiated. Thus, Article 2(4) of the UN Charter prohibits the threat or use of force against the territorial
integrity or political independence of any state or in any other manner inconsistent with the purposes of
the United Nations. At the same time, the Charter allows the use of force only for the purpose of legitimate
individual or collective self-defence or with the permission of the Security Council. In accordance with
Article 39 of the UN Charter, the Security Council determines the existence of any threat to the peace,
breach of the peace or act of aggression. However, this provision does not define the concept of aggression,
nor does it provide for individual criminal responsibility in cases of committing the crime of aggression.
The judicial processes conducted in Nuremberg (1945-1946) and Tokyo (1946-1948) by the victorious
states of World War II identified a range of international crimes for which international responsibility
arises are: crimes against peace, war crimes, and crimes against the humanity. It should be noted that the
Nuremberg Tribunal recognized as a crime against peace the planning, preparation, initiation, or waging
of an aggressive war in violation of international treaties, agreements, or assurances, or participation in
a common plan or conspiracy for the accomplishment of the foregoing, but it does not specify what is
meant by aggression. Therefore, in 1974, the United Nations General Assembly adopted Resolution 3314
(XXIX) defining the act of aggression, which pertained to the actions of a state rather than an individual
who may be responsible for such an act. Thus, the definition of aggression in this resolution reflects the
concept of the illegal use of force contained in Article 2(4) of the UN Charter and lists specific examples of
acts of aggression, such as the invasion or attack by the armed forces of a state on the territory of another
state (including military occupation), the bombardment the territory of another state by the armed forces
of a state etc. Only in 2010 the main provisions of this resolution found their reflection in the amendments
to the Statute of the International Criminal Court.

The crime of aggression is one of the four crimes over which the International Criminal Court has
jurisdiction under the Rome Statute. Article 5(1) of the ICC Statute states that the Court’s jurisdiction is
limited to the most serious crimes of concern to the international community as a whole, namely genocide,
crimes against the humanity, war crimes, and the crime of aggression.

However, it should be noted that at the time of the adoption of the ICC Statute in 1998, representatives
of the participating states were unable to agree on a definition and mechanism for the Court to exercise
jurisdiction over the crime of aggression. There were several positions on defining the crime of aggression,
such as limiting it to «aggressive wars» or using the broader concept of «act of aggression» contained in the
definition of the United Nations General Assembly in 1974. But more complicated issue was determining
the need for the ICC to prosecute for the crime of aggression if the Security Council had determined the
existence of an act of aggression by one state against another. As a result of lengthy negotiations, delegates
reached a compromise, and the crime of aggression was included in the list of crimes taking under the
jurisdiction of the Court. However, the definition and conditions for exercising jurisdiction, including the
role of the Security Council, were postponed to the Review Conference. Therefore, Article 5(2) of the
ICC Statute stipulates that jurisdiction will only be exercised after the adoption of a provision that defines
the concept of this crime and establishes the conditions under which such jurisdiction will be exercised.

With the Resolution ICC-ASP/1/Res.1 at the 3rd plenary session on September 9, 2002, the Assembly
of States Parties of the International Criminal Court (ICC), in accordance with Article 5(2) of the Rome
Statute and paragraph 7 of the Resolution F (1998) adopted by the Diplomatic Conference under the
auspices of the United Nations on the establishment of the ICC, created a special working group on the
crime of aggression. Any United Nations member state or member of its specialized agencies or the
International Atomic Energy Agency may be included in this group on the principle of equality. The
main goal of establishing this special group is to develop and adopt an acceptable provision on the crime
of aggression and to include it in the ICC Statute (Resolution ICC, 2022).

In May-June 2010, the first Review Conference of the ICC was held in Kampala, Uganda, since the
entry into force of the ICC Statute in July 2002. The Conference was attended by ICC member states, as
well as those interested in defining and activating the jurisdiction of the crime of aggression. After lengthy
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discussions, an agreement was reached, resulting in the adoption of the Kampala Amendments, which
exclude the crime of aggression.

On June 11,2010, at its 13th plenary session, the International Criminal Court (ICC) consensus adopted
the Resolution RC/Res.6 on the “Crime of Aggression,” which amended the ICC Statute. Specifically,
a new added provision, Article 8 bis, defines the crime of aggression and amends its elements, while
attempting to establish jurisdiction over the crime of aggression after the amendments take effect. The
activation of jurisdiction (the actual exercise of jurisdiction) over the crime of aggression will take place
in accordance with the provisions set out in Articles 15 bis and ter of the ICC Statute. For the first time
since the Nuremberg and Tokyo trials, the ICC’s jurisdiction over the crime of aggression represents
international criminal responsibility for this most serious crime.

During the development of the definition of the crime of aggression, the conference adopted the United
Nations General Assembly Resolution (XXIX) from December 14, 1974, as its legal ground. Therefore,
after the adoption of this resolution and the amendment of the ICC Statute with Article 8 bis, the “crime
of aggression” means the planning, preparation, initiation, or execution by a person who has the ability
to effectively control or direct the political or military action of a state, of an act of aggression that,
by its character, gravity, and scale, constitutes a manifest violation of the United Nations Charter. The
characteristic features of the crime of aggression are:

— any actions specified in Article 8(2)(b) are recognized as acts of aggression;

— there is no requirement to prove that the perpetrator made a legal assessment of whether the use of
force was incompatible with the Charter of the United Nations;

— the term “manifest” is an objective qualification and includes three components: severity, scale, and
consequences;

— there are no requirements to prove that the perpetrator made a legal assessment of the “manifest”
nature of the violation of the Charter of the United Nations.

The elements of the crime of aggression include:

— the perpetrator planned, prepared, initiated, or executed an act of aggression;

— the perpetrator must be a political or military leader, meaning a person or group of persons who have
the effective control or direction of a State’s political or military actions, and who committed an act of
aggression;

— an act of aggression was committed — the use of armed force by a State against the sovereignty,
territorial integrity, or political independence of another State, or by any other means in violation of the
Charter of the United Nations;

— the perpetrator was aware of the factual circumstances that rendered the use of force incompatible
with the Charter of the United Nations;

— the act of aggression, by its nature, severity, and scale, constituted a manifest violation of the Charter
of the United Nations;

— the perpetrator was aware of the factual circumstances indicating such a manifest violation of the
Charter of the United Nations (Resolution RC, 2010).

It is necessary to note positively that the criminalization of aggression has resulted in two facts:

1) real limitations defined for jus ad bellum in the sphere of military force application against other
states for the first time since World War 11,

2) clear criteria and standards by which socially dangerous actions are recognized as aggression crimes.

Amendments to the Rome Statute take effect for a state one year after ratification or acceptance by that
state. However, the entry into force of amendments regarding the crime of aggression is not sufficient for
the ICC to exercise jurisdiction. Two additional conditions must be met for this (ICC — factsheet). These
conditions are:

1) the amendments must be ratified or accepted by at least 30 State Parties to the Rome Statute, after
which it must pass one year before the Court can exercise its jurisdiction; and,

2) the Assembly of State Parties (ASP) must adopt a decision after January, 1 2017 by consensus or at
least by a two-thirds majority to allow the Court to commence the exercise of its jurisdiction.

On December 3, 2022, 44 State Parties to the ICC have deposited their instruments of ratification
regarding the amendments on the crime of aggression (Amendments, 2010).

Both of these conditions have now been met, so the Court can now exercise its jurisdiction over the
crime of aggression.
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There are disagreements among states regarding the scope of jurisdiction, specifically whether the
jurisdiction extends to all ICC member states after ratification by thirty State Parties or only to those that
have recognized the ICC’s jurisdiction over the crime.

The ways of exercising ICC jurisdiction regarding the crime of aggression. Articles 15 bis and
ter outline the process for activating the Court’s jurisdiction. Despite other types of crimes taking under
the ICC’s jurisdiction, the crime of aggression has a unique jurisdictional regime. All three existing
mechanisms for activating jurisdiction apply to the crime of aggression. According to Articles 15(1, 6)
bis, the Prosecutor may conduct a preliminary investigation for the crime of aggression after using any of
these mechanisms:

1) State referral: a state party to the ICC refers the situation to the Court, which can exercise
jurisdiction after the amendments have come into force for at least one state party, victim, or aggressor.
The Prosecutor determines whether there are reasonable grounds to proceed with an investigation, and if
so, informs the UN Secretary General about the situation;

2) Proprio motu investigation: the Prosecutor initiates an investigation;

3) Security Council referral: the UN Security Council refers the situation to the Court. The Security
Council has the competency to independently determine whether a crime of aggression has been committed.
If the situation is referred by the UN Security Council (Article 15 ter) to the ICC, the Prosecutor has the
authority to investigate any of the four core crimes, including the crime of aggression, committed on
any territory by a national of any state. In this situation, the Court may exercise jurisdiction over acts of
aggression related to ICC member states, regardless of their individual status of ratification or “opt-out,”
as well as over non-member states. Therefore, a state that is not a party to the ICC Statute, but has been
the subject of a UN Security Council decision on an act of aggression, such as the Russian Federation, the
Prosecutor may initiate an investigation for the crime of aggression (Resolution RC, 2010).

Aggressor state consent as a condition for exercising jurisdiction. Obtaining consent from the state
suspected of committing a crime of aggression is necessary only if the investigation is conducted using
the mechanism of referral by a state or proprio motu. However, when a situation is referred to the UN
Security Council in accordance with its competency under Chapter VII of the UN Charter, such consent
is not required.

Atits 16th session held from December 4 to 14, 2017 at the UN headquarters in New York, the Assembly
of States Parties to the Rome Statute adopted by consensus a resolution on activating the ICC’s jurisdiction
over the crime of aggression. In this resolution, the Assembly recognized the historic significance of the
decision to activate the Court’s jurisdiction as of July 17, 2018, and added three military crimes to the
Court’s jurisdiction:

1) the use of microbial, biological or toxic weapons;

2) the use of weapons that cause injuries that cannot be detected by X-rays;

3) the use of laser weapons.

Later in November 2018, amendments were made to the Court’s Regulations regarding a number of
procedural issues that arise from the activation of the Court’s jurisdiction for the crime of aggression. The
adopted amendments provide for a clear execution of judicial functions by the Pre-Trial Division under
Article 15 bis (8) of the Rome Statute, namely the appointment of a presiding judge (Regulations of the
Court, 2018).

Studying the situation regarding Ukraine, it should be noted that the preliminary examination of the
situation began on April 24, 2014, based on the first special declaration submitted by the Government
of Ukraine recognizing the Court’s jurisdiction. Later, in 2015, Ukraine submitted a second extended
declaration with the aim of covering ongoing and probable crimes committed on its territory since
February 20, 2014.

After examining the available information, the Court concluded that potential cases likely to arise
from the investigation of the situation in Ukraine would be admissible. At the time of the preliminary
examination, there were sufficient grounds to believe that war crimes and crimes against humanity had
been committed within the Court’s jurisdiction in the context of the situation in Ukraine.

Previous examinations included three broad clusters of victimization: (i) crimes committed in the
context of military operations; (ii) crimes committed during detentions; and (ii1) crimes committed in
Crimea. The prosecutor’s office also found that these crimes, committed by different parties to the conflict,
were serious enough to warrant investigation (F. Bensouda, 2020).
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In December 2020, following a thorough and independent process, ICC Prosecutor Fatou Bensouda
announced the results of a preliminary examination of the situation in Ukraine, stating that the necessary
legislative criteria for beginning an investigation had been met.

Since the start of the active phase of the Russian-Ukrainian conflict, 38 State Parties, including the
Republic of Albania, the Commonwealth of Australia, the Republic of Austria, the Kingdom of Belgium,
the Republic of Finland, the French Republic, Georgia, the Grand Duchy of Luxembourg, the Republic of
Malta, New Zealand, Romania, the Slovak Republic, and others, have submitted the situation regarding
Ukraine to the ICC’s Office of the Prosecutor in March-April 2022, in order to expedite the investigation
pursuant to Article 14 of the Rome Statute (Rome Statute, 2022).

The support of ICC member states and the international community is crucial for the initiation and
conduct of investigations into crimes taking under the jurisdiction of the Court, especially in the situation
of Ukraine, which is not a state party to the Rome Statute, but has only recognized the Court’s jurisdiction
regarding possible crimes committed on its territory from November 2013 (Statement of Ukraine, 2014).

Based on received referrals on March 2, 2022, the Prosecutor of the ICC, Karim A.A. Khan, announced
the opening of an investigation into the situation in Ukraine based on the Office’s preliminary findings and his
personal prior examination of the situation. The Prosecutor emphasized that during the preliminary examination
of the situation in Ukraine, his office had already found sufficient grounds to believe that crimes falling under
the jurisdiction of the ICC had been committed, and identified potential acceptable cases. He noted that these
referrals allowed for the investigation of the situation in Ukraine from November 21, 2013, thereby covering
any past and present allegations of crimes committed by any person on any part of the territory of Ukraine.
He further stated that they would remain focused on the main objective of ensuring accountability for crimes
falling under the jurisdiction of the ICC (Karim A.A. Khan, 2022; Regulations of the Court, 2022).

Conclusion. Aggression is the most serious and dangerous form of illegal use of force. According to
the United Nations Charter, in order to determine whether an act of aggression has been committed, all
circumstances of each particular case must be taken into account, including the severity of the relevant acts
and their consequences. The so-called threshold requirements are also set out in Article 8 bis (1) of the ICC
Statute, according to which an act of aggression, by its character, severity, and scale, constitutes a manifest
violation of the UN Charter. Therefore, the use of force by an aggressor state must be unequivocally illegal.
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Madgroxara XAKEBHUY,
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Cmamym ICC, wo 6yé npuunsmuii y 1998 p. na 6iOMiHy 6i0 MIdCHAPOOHO NPABOBUX AKMIS, WO BUSHAUAIOMb
MIDICHAPOOHY 8IONOBIOANbHICHb Oepdicas i ypsodis, nepedbauac iHOUBIOYANbHY GIONOGIOANLHICMb 30 6YUHEHHS
304Uy a2pecii AK 00H020 3 HAUOINbUL MAHCKO20 3NOUUHY, WO BUKIUKAE 3AHENOKOEHHS BCHO2O MIHCHAPOOHO20
cnigmosapucmea. 3nouun azpeczz HASAGHULL Y NepeliKy, ale He MAE GU3HAYEHHA AK 3MOYUM, W0 nionaoac nio
topucouxyito ICC. Tonpaexu npuiinsimi y mpaeni-uepeni 2010 p. y Kamnani (Veanoa), susnauaiomo 3nouun azpecii
ma ymosu akmusayii ropucouxyii ICC, noyunaioyu 3 2017 p., wo 3aKpusae npo2aiuty 8 MamepiaibHomy npagi ma
peorcumi ropucoukyii Cmamymy ICC.

Memoto cmammi € po3enso pempochekmugu CMAHOGLEHHS. | PO3GUMKY GIONOGIOATbHOCMI 3a 3104UH azpecii
ionogiono 0o Cmamym Midxchapoonoeo kpuminanvhozo cydy (Cmamymy ICC). [ane docniodncenns rpynmyemucsi
HQ pobomax GIMUUZHAHUX MA 3aPYOINCHUX HAYKOSYIS, KOMPI @ PI3HI 4acU 6UUANU OKpeMi NUMAHHS NO8 SI3aHI i3
susHaueHHsAM 3n04uHy agpecii A. Anmonoeuy, /. A. Ipin, 1. Kacuntoxk, T. Pyiic, /Joc. Tpaxan, K. Xenoepcon ma
HWI.

Y cmammi suoxpemaena cyuacna inmepnpemayis mepminy «3104UH azpeciiy 8ionosiono 00 noioxcenv Cmamyny
Midicnapoonoeo kpuminansnoeo cyody. AKYeHmosano y8azy Ha XApaKmMepHUX O3HAKAX, eleMeHmax, cnocooax
30iticnenns opucouxyii ICC w000 3n0uuHy azpecii, a maxooc ymosax HabpanHs YuHHoOCmi nonpaeox 0o Cmamyny
ICC wodo oanozo 3nouumy.

B x00i nposedentss 00criodicenHs: KOHCMAMo8ano, wo euguarouu cumyayiio ¢ Yxpaini oghic Ilpoxypopa ICC, na
yoni 3 npoxypopom Kapim A.A. Xanom, esasxcac docmamuimu Has6Hi niocmasy, 01s po3Caioy8anHs NOYUHAIOYU
3 21 mucmonada 2013 p. Taxum yurnom, 0aui 36epHeHHS OQIOMb MOJMCTUBICb PO3CTIdysamu cumyayito 8 Yxpaini
OXONNOIYYU 0YOb-SKI MUHYIL Ma MenepiuHi 36UHYBAYEHHS Y CKOEHI 3NM04uHie 0y0b-K0l0 000010 HA 0Y0b-
AKiU yacmuni mepumopii Ykpainu, a maxooc, wo 80HU 3ANUMAMUMYMbBCA 30CEPEOHCEHUMU HA 20N06HIE Memi:
3abe3nedenni 6i0nosi0anbHOCMi 3a 3104uHYU, Kompi nionadaioms nio opucouxyito MKC.

KiwuoBi caoBa: 3mounH arpecii, MikHapoaHuii KpuMiHanmbHUE cyx, CraryT MikHapoZHOTO
KPUMIiHAJIEHOTO CYIIY.
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THE EXPEDIENCY OF PRESENCE OF THE LAW ENFORCEMENT BODIES
IN THE AREAS OF CUSTOMS CONTROL

Today's complex conditions, caused by the development and growth of globalization processes, political and
legal transformations, informatization and digitalization of many processes related to the transformation of
economic systems, there is an urgent need for an adequate and prompt response of the state to the challenges of
modernity. Taking into account the essential circumstance that today most obf such challenges are converted into
clear or, even worse, latent threats to the national economy, there is an objective need for the existence of an
eﬁective administrative and legal mechanism for the systematic provision of the economic security of the state.

The article is devoted to the issues of highlighting the peculiarities of the organization of interaction between
customs and law enforcement agencies in the process of customs control. It is emphasized that one of the main tasks
assigned to customs authorities is, among other things, prevention and counteraction to smuggling, combating
violations of customs rules throughout the customs territory of Ukraine. It is emphasized that the law enforcement
agencies with which the customs authorities actively interact in the process of performing the tasks assigned to them
by law include: the national police, the Security Service of Ukraine, the prosecutor s ofﬁce service and others. The
main powers of law enforcement agencies enshrined in the Customs Code of Ukraine are systematized. The legal
nature of the competence of law enforcement agencies in cooperation with customs authorities has been studied.
The content of the concept of law enforcement agencies is investigated on the basis of scientific researches and
normative legal acts. The main features of law enj%rcement agencies and their functions are highlighted. The main
Jeature of the concept of law enforcement is its functional purpose — a certain area of activity, tasks, competence and
possession ([gf special powers to protect human rights ancf freedoms, as well as the interests of society and the state.
There are also a numll'))er of characteristics, that are inherent in law enforcement.

Key words: customs authorities, customs control, interaction, powers, law enforcement agencies, fight
against smuggling, customs offenses.
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Introduction

In the conditions of further globalization of world relations,
the confirmation of the direction of Ukraine’s movement towards
decentralizationand deconcentration ofauthority createsnew challenges
and threats. The development of international trade involves the
simplification of customs formalities. One of the ways is to organize on
a single window basis and conduct a preliminary documentary control
by the customs authority. A clear division of powers, the identification
of a technology for joint actions and responsibility for their improper
performance. All this makes the system predictable and transparent.
The need to respect to protect their own national interests emphasizes
the leading role of customs authorities in the process of organizing and
conducting customs control and clearance of goods in accordance with
the chosen customs regime. The issue of counteracting international
crime in the economic sphere, preventing terrorist acts and so on is
possible only in close cooperation with other state authorities, their
coordination and elimination of duplicate functions.

The main thrust of public administration as a function of the state’s
implementation of a managerial process to meet the tasks, functions and
interests of the state (according to Article 3 of the Constitution of Ukraine
the rights and freedoms of the person and their guaranteedetermine
the content and direction of the state activity)is the system of public
administration in general and in its separate components (branches)
that depends on clear hierarchical definition and normative fixing of
boundariescompetences of each level of government.
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Problem statement. During the study of issues related to the theory of public administration, the
supplying of the national security system, the introduction of the latest technologies we are faced with
attempts to mechanize the transfer of experience or hopes and wishes of officials in various areas of public
administration. It causes contradictions or conflicts of interest in the implementation of various bylaws,
which may not comply with the laws for which they are adopted, and not to be in accordance with the
aims their acceptance is declared. In our opinion, the example of such a premature policy is the Cabinet
of Ministers of Ukraine Resolution No. 479 “On the implementation of a pilot project to create conditions
for avoiding customs tax evasion” dated June 20, 2018. The extreme politicization of issues related to the
implementation of customs clearance, the desire to implement reforms for the sake of reforms, or the need
to report on the implementation of reform played a cruel joke with the government.

Analysis of recent research and publications. The essence of state regulation is considered in the
works of Averyanov V., Bityak Yu., Koval L., Komzyuk A., Lukyanets D., Starikov Yu. and others.
The problems of the implementation of customs formalities, harmonization of customs procedures in
accordance with international standards are considered in the works of Garmash Ye., Berezhnyuk I.,
Mazura A., Pryimachenko D., Tereschenko S. and others.

Purpose of the work. To investigate the state of affairs that developed after the adoption of the Cabinet
of Ministers of Ukraine Resolution No. 479 “On the implementation of a pilot project to create conditions
for avoiding customs tax evasion” dated June 20, its impact on the work of customs authorities and units
of the national police.

Presenting main material

The need to respond to the challenges of today, the desire to show the reform process, the understanding
of the inconsistency of existing management models, the ability to emphasize their own significance and
influence on the processes of public administration led to the implementation of a pilot project, legal
assessment of which and expected results from the implementation of which nobody tried to conduct and
evaluate. By the Cabinet of Ministers of Ukraine Resolution No. 479 “On the implementation of a pilot
project to create conditions for avoiding customs tax evasion” dated June 20, the participation of law
enforcement agencies during the customs inspection was introduced.

Rights of law enforcement agencies within the framework of this Resolution:

— Police have the right to stay 24 hours a day in customs control zones at the state border crossing and
in other places of the customs territory of Ukraine, in which the bodies of the State Fiscal Service (SFS)
carry out customs formalities (hereinafter — customs control zones), in order to detect the facts of the
violation customs rules;

— Police officers and officers of the Ministry of Interior have the right to access the Automated system
of customs registration (ASCR) “Inspector-2006”.

Thus, on the site of the State Tax Administration, an algorithm of actions and access of the National
Police to the customs control zones (CCZ) was published in the framework of the access of law enforcement
to the customs control zones.

The mechanism contains two blocks: the access procedure and the round-the-clock stay of representatives
of the Ministry of Interior in the areas of customs control and the possibility of using the Automated
system of customs registration”’Inspector-2006”.

The essence of the first section is as follows.

Officials of state bodies, in this case it is about representatives of the National Police, are in the customs
control zones in accordance with the regime of the zone and with the written permission of the head of the
customs post, and at the points of entry through the state border — also in agreement with the Chief with
appropriate body of the State Border Service.

The national police will inform the customs in writing (the coordinator will be assigned for each one) about
the availability of operative information on possible cases of movement of goods in violation of the legislation.

The basis for conducting an inspection (re-inspection ) of goods, vehicles is a written order in the
framework of criminal proceedings (an exhaustive list of grounds is enshrined in the decree of the Cabinet
of Ministers of Ukraine dated May 23, 2012 No. 467).

Means of photo and video fixation will be applied during the inspection (re-inspection) on the initiative
of law enforcement authorities.

The act about the inspection (re-inspection ) will contain information about the persons who were
present at the time of the inspection and their signatures.
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As for the second block of the algorithm of action, an agreement on granting access to the Automated
system of customs registration “Inspector-2006” is concluded between the State Fiscal Service and the
Ministry of Interior.

In addition, the fiscal service has already received a list of officials of the National Police, which will
be granted the right to be in the customs control zones.

Consequently, the mechanism of joint action involves responding exclusively within the framework
of the current legislation. The actions of law enforcers will not hinder customs registration and will not
lead to unreasonable delays. All decisions will be aimed at detecting violations of customs rules and
smuggling.

Nowadays the management of the SFS has directed the List of National Police staff of the Department
of National Economy of the National Police of Ukraine to the Customs. The list provides access to the
ASCR Inspector and unhindered round-the-clock access to the customs control zone for each Customs
SFS separately.

During this “pilot project” policemen have the right to stay 24 hours a day in customs control zones at
checkpoints across the state border and elsewhere in the customs territory of Ukraine, in which the bodies
of the State fiscal service carry out customs formalities, in order to identify the violation of customs rules.

It is clearly defined in Article 19 of the Constitution of Ukraine that public authorities, their officials
are obliged to act only on the basis, within the limits of authority and in the manner provided for by the
Constitution and laws of Ukraine (the provision in part two of Article 19 is given an official interpretation
in accordance with the Decision of The Constitutional Court of Ukraine of 16 April 2009 7-rp / 2009).

Article 8 of the Customs Code of Ukraine states that the state customs is carried out on the basis of
the exclusive powers of the bodies of revenue and duties of Ukraine. It is emphasized by Article 318 that
customs control is carried out exclusively by the bodies of revenue and duties so the legislator directly
prohibits persons who are admitted to the customs control zone to interfere with officials of the customs
(customs post) who carry out customs control and customs registration as well to take any actions as
for the goods, vehicles, and also other persons who are in the zone of customs control, unless otherwise
provided by law.

In accordance with Article 320 of the Customs Code of Ukraine, the forms and volumes of control
sufficient to ensure compliance with the legislation on state customs matters and international treaties of
Ukraine in the customs registration are selected by customs (customs posts) on the basis of the results of
the system’s application risk management. It is not allowed to determine the forms and volumes of customs
control by other state authorities, as well as the participation of their officials in the implementation of
customs control. Article 336 of the Customs Code of Ukraine defines customs registration as one of the
forms of customs control. In accordance with part five of Article 338 of the Customs Code of Ukraine,
except the cases specified in parts two and four of this article, inspection (re-inspection) of goods, vehicles
of commercial purpose may be carried out if there is sufficient evidence to consider that the movement
of these goods, vehicles through the customs border of Ukraine is carried out outside customs control or
with concealment from customs control, including in the case of obtaining relevant official information
from law enforcement agencies.An exhaustive list of sufficient evidence is determined by the Cabinet of
Ministers of Ukraine. The list of evidence was approved by the decision of the Cabinet of Ministers of
Ukraine dated 23.05.2012 N 467 “On approval of an exhaustive list of evidence for the inspection (re-
inspection) of goods, vehicles of commercial purpose by the customs authorities of Ukraine”. Item 14 of
the exhaustive list approved by this resolution, the basis for conducting inspection (re-inspection) of goods,
vehicles of commercial purpose, determined receipt in accordance with the established procedure from
law enforcement agencies information on the movement of goods and vehicles of commercial purpose in
violation of the requirements of the legislation on the state customs. In accordance with Articles 482, 483
of the Customs Code of Ukraine, information received from law enforcement agencies must be such that
it allows its recording, identification and processing; it must contain data sufficient to form the conclusion
about the movement of certain goods, vehicles with signs of violations customs rules. In accordance with
Article 332 of the Customs Code of Ukraine, movement through the borders of the customs control zone and
within this zone by the officials other than customs, territorial bodies of the central executive authority, which
ensures the formation and implementation of state tax and customs policy, as well as officials state bodies
which do not carry out the types of control specified in the first paragraph of Article 319 of the Customs
Code of Ukraine shall be adhered to with the regime of the customs control zone and shall be allowed only
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with the written permission of the head of the relevant customs (customs post) or the person performing his
duties, and in zone customs control located at the points of entry through the state border of Ukraine — in
addition, in agreement with the head of the relevant body of state border guard. Each decision on admission
to the customs control zone should have an individual character and one-time action.

The Laws of Ukraine “On the Security Service of Ukraine”, “On National Police”, “On Operational
Investigative Activity”, “On the Organizational and Legal Foundations of Combating Organized Crime”
do not provide the direct involvement of personnel of the bodies whose activities are regulated by these
laws carrying out customs control and registration. In accordance with Article 1 of the Law of Ukraine
“On Organizational and Legal Foundations of Combating Organized Crime”, organized crime refers to a
set of crimes committed in connection with the creation and operation of organized criminal groups. The
types and crime signs, as well as criminal measures against the perpetrators of such crimes, are established
by the Criminal Code of Ukraine. In accordance with article 12, paragraph 4 (a), when carrying out the
fight against organized crime, members of special units under the written order of the head of a special
unit have the right to enter checkpoints across the state border of Ukrainian customs upon presentation of
the service official identification. The above rule relates solely to the implementation of measures aimed
at combating organized crime and does not provide for the right to enter and stay in customs control
zones. Section XXI, paragraph 3, of the Customs Code of Ukraine “FINAL AND TRANSITIONAL
PROVISIONS” stipulates that the Laws of Ukraine, acts of the Cabinet of Ministers of Ukraine, normative
acts of the central executive body, which ensure the implementation of the state policy in the field of state
customs, and other central executive authorities, adopted in pursuance of the laws of Ukraine on the issues
of state customs matters before the entry into force of this Code, and normative legal acts that are used
in applying the norms of laws on state customs (including acts of legislation of the USSR), are applied in
a part that does not contradict this Code until the adoption of corresponding acts in accordance with the
requirements of this Code. Paragraph 9 of the same Section stipulates that changes to the Customs Code
of Ukraine may be introduced only by the laws on amendments to the Customs Code of Ukraine, namely,
amendments introduced only by the VerkhovnaRada of Ukraine, and not by any Resolution of the Cabinet
of Ministers of Ukraine. In accordance with part 1 of Article 30 of the Customs Code of Ukraine, officials
and other employees of the bodies of revenue and duties who have taken unlawful decisions, committed
wrongful acts or afford omissions, including for personal mercenary purposes or in favour of third parties,
bear criminal, administrative, disciplinary and other liability in accordance with the law.

At the same time, Article 23 of the Law of Ukraine “On National Police” defines an exhaustive list
of police powers, among which there are no powers to “identify the facts of violation of customs rules”,
which is indicated in the text of the said resolution as the purpose of police officers stay in customs control
zones. In accordance with Article 24 of the same law, the execution of other (additional) powers may be
entrusted to the police solely by law.

The basis for a legal conflict is stipulated by the provisions of Article 8 of the Law of Ukraine “On
National Police”, which states that the police are acting solely on the basis of, within the limits of authority
and in the manner prescribed by the Constitution and laws of Ukraine. A policeman is prohibited from
doing criminal or explicit illegal instructions and orders. Instructions, orders and assignments of supreme
bodies, executives, officials and officers, service, political, economic or other expediency can not be the
basis for the police violation of the Constitution and laws of Ukraine.

Thus giving the police the right to be around the clock in the customs control zones, not defining their
duties or tasks and not giving them any legal authority, in effect forcing them to take actions outside the
current legislation.

One particular danger is the admission of law enforcement officers with uncertain powers to the
databases of revenue and duties bodies that contain information related to the state customs. In accordance
with Article 11 of the Customs Code of Ukraine, this information may be used by them solely for customs
purposes and can not be disclosed without the consent of the entity, persons or the authority that provided
such information, in particular, to third parties, including other public authorities, except cases determined
by this Code and other laws of Ukraine.

Special attention should be paid to the Resolution of the Cabinet of Ministers itself dated June 20,
2018, No. 479.

In accordance with Article 117 of the Constitution of Ukraine and Part 1, Article 49 of the Law of
Ukraine “On the Cabinet of Ministers of Ukraine” the Cabinet of Ministers issues binding acts — decrees
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and orders. In accordance with paragraph 29 (2) of Chapter 1, Section 4 of the Resolution of the Cabinet
of Ministers of Ukraine No. 950 dated 18 April 2007 “On Approval of the Regulation of the Cabinet of
Ministers of Ukraine” Decrees of the Cabinet of Ministers are issued in the following areas: approval of
the provision, statute, order, regulation, rules, methodology and others cases when public relations require
legal regulation; approval, acceptance or accession to an international treaty.

Each legal act issued by public authorities must contain mandatory requisites and normative techniques.
Thus, it is established by the Resolution of the Cabinet of Ministers of Ukraine dated 6 September 2005
No. 870 “On adoption of the Rules for the preparation of draft acts of the Cabinet of Ministers of Ukraine”,
namely, in accordance with paragraph 11 the draft resolution consists of the title, introductory and decree
and, if necessary, applications.

The title of the draft resolution should be concise and reflect the main content of the act.

In the introductory part of the resolution: the purpose of the adoption and (or) an act of legislation,
according to which or in the performance of which the resolution is adopted, is determined (in a concise
form); it is stated: “The Cabinet of Ministers of Ukraine decides:”. For example: In order to improve the
order of realization of military property, provision of housing for servicemen of the Armed Forces and
in accordance with Article 101 of the Law of Ukraine “On the State Budget of Ukraine for 2005, the
Cabinet of Ministers of Ukraine decides:.

As you can see, the Resolution of the Cabinet of Ministers of Ukraine No. 479 dated June 20, 2018
does not have an introductory part at all, which in turn violates the rules of rulemaking and the Resolution
of the Cabinet of Ministers of Ukraine No. 870 dated September 06, 2015. In general, the goal of the
adoption of the document and in implement of which act of law this resolution was adopted is not known.

In addition, in accordance with paragraph 14 of the Resolution of the Cabinet of Ministers of Ukraine
No 870 dated September 06, 2015, the decree of the resolution must contain: legal provisions; concrete
instructions to subjects of public relations in the relevant area; conditions and procedure of other resolutions
(separate norms); links to attachments (if they are available); norms related to the entry into force of the
resolution (separate norms). If necessary, the body (bodies) of the executive power or the official (persons)
exercising control over the implementation of the resolution is determined.

However, in the Resolution of the Cabinet of Ministers no. 479 dated June 20, 2018, the following is
stated in the decree: “To approve the proposal of the Ministry of Interior, the Ministry of Finance and the
State Fiscal Service regarding the implementation of the pilot project on creation of conditions to avoid
tax evasion from June 21, 2018 to December 31, 2018 (hereinafter referred to as the pilot project).”

That is, this regulation contains no normative provisions , as the normative provisions can be considered
as new norms that regulate the new legal relations and do not contradict the provisions of the current
legislation of Ukraine. But only some kind of agreement between the Ministry of Interior, the Ministry of
Finance and the State Fiscal service and their proposals are mentioned.

Conclusion

Taking into account the above, we note that the adoption of the Resolution of the Cabinet of Ministers
of Ukraine is premature without proper preparation, examination, discussion and substantiation. Reports
of the results of the experiment were not made public, the method of their calculations is unknown. The
development of the concept of reforming customs authorities can be the subject of further research.
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Y cknaonux ymosax cvo2o0enns, 3yMOGREHUX PO3GUMKOM i 3DOCIAHHAM Npoyecis 21obanizayii, NoMmuKo-npagoeux
mpancgopmayitl, inghopmamusayii ma yughposizayii bacamvox npoyecis, nos sI3aHux i3 MpancHOPMayicto eKOHOMIUHUX
cucmem, HOCMA€E HA2ATbHA NOMPeDa 6 A0EK8AMHOMY A ONEPAMUSHOMY PeazyBaHHI 0epiCasu Ha BUKIUKYU CYUACHOCTII.
Bpaxoeyiouu my cymmesy 00cmaguny, wo cb0200Hi OLTbUicmb MAKUX BUKTUKIE NePemBOPIOEMbCs Ha A6HT abo, wjo
we 2ipuie, NPUXOBAHT 3a2P0o3u HAYIOHATLHIL eKOHOMIYI, ICHYE 00 €KMUGHA HeOOXIOHICMb ICHYBAHHS eEKMUBHO20
AOMIHICMPAMUBHO-NPABOBO20 MEXAHIZMY CUCTEMHO20 3A0e3neYeHHs eKOHOMIYH020 De3neKu 0epacagu.

Cmamms npucesuena RUMAaHHAM 8UCBIMLEHHS 0COOTUBOCEN Op2aHi3ayii 83aEMO0ii MUMHUX MA NPABOOXOPOHHUX
opeanie y npoyeci 30itliCHeH s MUmHo20 Konmponio. Hazonowyemucs, wo o0HuM i3 OCHOBHUX 3A80aHb, NOKIAOEHUX
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HQ MUMHI OpeaHu, €, 30Kpema, 3anobieanHs ma npomudis KoHmpadaunoi, 6opomvdA 3 NOPYUWIEHHAMU MUMHUX
npasun Ha 6cili mumuiti mepumopii Ykpainu. Haconoutyemvcs, wo 00 NpagoOXOPOHHUX Op2aHis, 3 SKUMU
MUMHI OPeaHU AKIMUBHO 63AEMOOIIONb Y NPOYeci BUKOHAHHA NOKIAOCHUX HA HUX 3AKOHOOA6CHMBOM 3a60aHb,
Hanexcams: Hayionanona noniyis, Cnyscoa besnexu Yxpainu, npoxypamypa ma inuii. Cucmemamusz08aHo OCHOGHI
NOBHOBAIICEHHSL PABOOXOPOHHUX OpeaHis, 3akpinieni 6 Mummnomy xodexci Yxpainu. Jlocniooceno npagogy npupody
KoMHnemenyii npasooXopoHHIUX Op2aHig y 83acmMo0ii 3 MumHumu opeanamu. Ha ocnosi naykosux docioscens ma
HOPMAMUBHO-NPABOGUX AKMIE O0CTIONCEHO 3MIC NOHAMMS NPABOOXOPOHHUX Opeais. Buceimieno 0cHOGHI
O3HAKU NPABOOXOPOHHUX Opeanie ma ix (hyukyii. OCHOBHOK 03HAKOK NOHAMMS NPABOOXOPOHHOL OIsIbHOCHI € IT
yHKyionatbHe npUsHAYeHHs — NeeHa chepa OisLIbHOCMI, 3A60aHHS, KOMNemeHYis ma 6ON00IHHA CNeyiaIbHUMU
NOBHOBACEHHAMU W00 3AXUCTY NPAs i 60000 MOOUHU, A MAKOXC iHmepecig cychinbemea i 0epcas. IcHye
MAKOJHC HU3KA XAPAKMEPUCTUK, AKI NPUMAMAHHT NPABOOXOPOHHUM OP2AHAM.

Kuio4oBi c10Ba: MUTHI Opranu, MUTHUI KOHTPOJIb, B3a€EMO/Is, TOBHOBAXEHHS, IPAaBOOXOPOHHI OpraHu,
0opoTr0a 3 KOHTPaOaHA0I0, MUTHI IPABOTIOPYIIICHHS.
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UNECE ASSESSMENT ON THE PRACTICAL APPLICATION
OF THE DATA PIPELINE CONCEPT FOR IMPROVING THE GRAIN CORRIDOR
EFFICIENCY USING UN/CEFACT STANDARDS

Purpose. This article describes the results of the UNECE assessment of a feasibility study of the practical
application of the Data pipeline concept. The scope of the assessment is the humanitarian transport corridor
under the Black Sea Grain Initiative (BSGI). The efficiency of this transport corridor is of exceptional
importance in connection with the political and economic situation in the country and its impact on world
food security. The main objective of the project was to discover a way to improve the efficiency of this transport
corridor through trade facilitation and digital transformation of data exchange and business processes.

The concept of the Data pipeline was introduced in 2014 and is actively developed by the UN/CEFACT till
then. The approach develops the authors’ deliverables, presented in theirss previous work on the GUAM
transport corridor—such as the functional transformation of data requirements sets and distributed convertors
concept. The authors also considered the experience from the participation in several single window projects
in the maritime and port domain and the influence of the European eFTI Regulation.

The key concept of the assessment is the use of UN/CEFACT standards and artifacts, as a holistic set
of requirements that provide the possibility to harmonize data stemming from various trade operations,
transport modalities, and jurisdictions.

Methods. During this assessment, the data analysis and compliance analysis method were used to demonstrate
the feasibility of the concept described.

Results. The key deliverable of the assessment is the defined approach for the practical implementation
of the IT solution for certain transport corridor (BSGI) that can also be used on other transport corridor.
The other deliverables are the dataset for the BSGI transport corridor, mapped with the canonical
UN/CEFACTreference data model, compliance analysis results, bottlenecks elicitation, and recommendations.
Conclusions. The authors developed further their own approach to apply the UN/CEFACT standards and
recommendations in general and particularly the data pipeline concept for the practical projects focused on
the facilitation of trade and transport procedures. This assessment shows the feasibility of the approach and
can be used both as a roadmap for piloting real-world projects and as a basis for further assessments.

Key words: Optimization Techniques, Programming Models, Dynamic Analysis, Transportation: General
Government Policy, Technological Change: Choices and Consequences, Diffusion Processes, Government
Policy, Information and Market Efficiency, Event Studies, Insider Trading, Government Policy and Regulation,
Hypothesis Testing: General.
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Dmytro IAKYMENKOV, Introduction

UNECE Consultant The military aggression of the Russian Federation against Ukraine

Z%ﬁ;;%ggﬂ;’fg%g’;%ggg led to a humanitarian catastrophe not only for Ukraine, but it also
provoked a global food crisis. The blockage of Ukrainian seaports

Galyna ROIZINA, and the impossibility to export Ukrainian grain and other agricultural
UNECE Consultant products to the world market led to a risk of famine in many countries
galina.roizina@gmail.com and a significant increase in world food prices.

orcid.org/0009-0003-4385-476X Out of the thirteen Ukrainian seaports, only three (Izmail, Reni

and Ust-Dunaysk) continued to operate. In accordance with the
indicators of cargo handling for 2021, these three ports handled
about 3% of the total amount of cargo in the seaports of Ukraine. A
critical factor before February 2022 was the significant orientation
of cargo flows to maritime transport — about 75% of the total cargo
turnover and about 90% for grain and vegetable oil.

The objective limitations of the transport infrastructure of the
land routes accessible for cargo transportation after February
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2022 did not allow for the transshipment of goods in volumes necessary to compensate for the loss
of maritime traffic.

The complexity of the situation, and the impossibility to implement promptly large-scale infrastructure
projects to provide for the physical expansion of the needs for logistics infrastructure became evident.
Consequently, the Government of Ukraine, the EU, Ukraine’s neighboring countries, and many international
organizations made efforts to reduce obstacles on these inland routes, which led, in particular, to reduction
of losses due to 3.5 times increase of cargo turnover of the Ukrainian ports on the Danube River in
January-September 2022 compared to the same period of 2021 — which means an increase of more than
11 million tons.

In addition, independent experts proposed projects aimed at facilitating trade and improving the
efficiency of transport processes. In particular, the DUETSs initiative (Ukraine-EU Digital Transport
Solutions), proposed by experts of the UN Centre for Trade Facilitation and Electronic Business
(UN/CEFACT) and supported by the UN Economic Commission for Europe (UNECE) and the International
Port Community System Association (IPCSA), aims to apply international standards and best practices to
integrate existing and proven solutions in the market and, thereby, eliminate bottlenecks and reduce the
obstacles in the transport of goods between Ukraine and the EU.

Despite the positive dynamics of such initiatives, it was not possible to fully compensate for the losses
of maritime transport.

The limited capacity of existing transport corridors and the impossibility of radically increasing it
by traditional methods in feasible time has led to the need to find ways and approaches to improve the
efficiency of the existing logistics infrastructure by trade facilitation and digital transformation of data
exchange and business processes.

A significant factor for the re-establishment of exports of Ukrainian agricultural products was the Black
Sea Grain Initiative (BSGI) — an agreement signed between the UN, Turkey, and Ukraine (and between
the UN, Turkey and the Russian Federation) on July 27, 2022, unblocking the three largest Ukrainian sea
ports (Odesa, Chornomorsk and Pivdenny) for grain exports. Already on August 1, 2022, the first ship
with grain left the port of Odesa. By the end of December 2022, the BSGI allowed for additional exports
of more than 14 million tons of agricultural products. This helped prevent a humanitarian catastrophe in
many developing countries and stabilize world grain prices. The logistics corridor within the BSGI began
to play an important role in the total volume of Ukrainian exports, and the efficiency of its functioning is
critical not only for Ukraine, but for the whole world.

Based on the results of the UN Development Account COVID-19 project on digitalization of
multimodal and cross-sectoral data and document exchange (https://unttc.org/stream/electronic-trade-and-
transport-documents-and-data), following the recommendation of the 2022 UNECE Odessa workshop to
support the digitalization of multimodal information exchange in the context of the UN Black Sea Grain
Initiative(BSGI) (1), UNECE initiated an assessment to investigate the practical application of the data
pipeline concept to data exchange in this emergency corridor to improve the efficiency of this logistics
route using UN (UN/CEFACT) standards and recommendations. The UN/CEFACT trade facilitation
recommendations (2) (currently over 40) are of utmost importance to government agencies and participants
in supply chains, which investigate the development of such data pipeline projects.

Data pipeline concept definition

The assessment included an analysis of the existing flows of documents required for the clearance of
goods handled under the BSGI. This included collecting the documents used for clearance under BSGI,
extracting the data set from each document and mapping it to the UN/CEFACT Multimodal Transport
Reference Data Model (MMT RDM).

The MMT RDM is currently the only functionally complete data model that combines data used by
all modes of transport. As part of the hierarchy of UN/CEFACT data models, the MMT RDM provides
the possibility to present information exchanged in trade and transport operations along the whole supply
chain at both the administrative and business levels. The model also allows for the transformation of data
from trade and transport documents into the data model format of the World Customs Organization (WCO
DM), which provides a full cycle of data use in the supply chain. The model is based on a harmonized data
dictionary — the UN/CEFACT Core Components Library (UN/CEFACT CCL), which allows to represent
accurately links to entities from a specific domain area and transform such entities between domain areas
(or jurisdictions).
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The key concept of the assessment is the use of UN/CEFACT standards and artifacts, such as the MMT
RDM, as a holistic set of requirements that provide the possibility to harmonize data stemming from
various trade operations, transport modalities and jurisdictions. Based on this concept, the underlying data
structure is directly the MMT RDM. Using a single data model for a holistic view of a logistics corridor
as an element in an international supply chain allows for a practical approach to the implementation of
the data pipeline concept, first introduced by David Hesketh (3) in 2014 and further developed by UN/
CEFACT within its “transport and logistics domain” (4). The assessment explores the possibility of practical
implementation of the data pipeline concept in compliance with the UN/CEFACT recommendations and
standards.

Following the data pipeline concept, data is captured directly at its source and only once. It is reused
throughout the supply chain, regardless of the mode of transport, the party or regulator that needs access
to this data.

The basic principles of the concept of the data pipelines are as follows:

— Getting data from the right source at the right place and at the right time,

— Data acquisition once and multiple use in the supply chain,

— Passing data to the pipeline at the point of origin,

— Data to be requested from the pipeline on demand and then sent to the recipient upon assessment
of their responsibility.

The main goal of data pipelines is to improve the quality of data and ensure its seamless transmission
within the information flow of the supply chain by shifting the paradigm from the “documentary” exchange
of information to support international trade to the concept of the “datasets”. The key difference between
these two concepts is that the documentary model is based on a rigid (paper or electronic) document structure,
while the dataset model involves the presentation of information in the form of flexible structures — datasets
(business information entities and aggregated business information entities — BIE and ABIE). The latter
can be formed based on universal data models on the fly upon request for the information by the recipient
in a form that meets the specific requirements of the business process.

For the practical application of the data pipeline concept in a specific logistics corridor, the degree
ofreadiness of the IT systems of its participants is of the essence. The study analyzed the degree of adoption
of UN/CEFACT standards in the documents and documentary procedures required for the clearance
of goods in the framework of the BSGI. A total of 17 documents were analyzed in 6 domain areas. Further,
we will take a closer look at two examples.

Road transport (Consignment note)

The implementation of the electronic road consignment note system (e-TTN) inside Ukraine is carried
out in partnership between the Ministry for Communities, Territories and Infrastructure Development of
Ukraine and the Ministry of Digital Transformation of Ukraine with the support of the USAID / UK AID
project “Transparency and Accountability in Public Administration and Services / TAPAS” and with the
participation of the NGO “Institute of Analytics and Advocacy”.

The goals of the project are to reduce the cost of paperwork by participants in the transport process in
the amount of UAH 740 million per year and increase the speed of document processing by 90%.

The project involves building a peer-to-peer network of logistics service providers acting as access
points for all participants in the transport process (B2B). The role of the State is as follows:

— formation of uniform transparent requirements for the workflow, interaction protocols and the
providers,

— creation of a gateway for interaction with the government agencies,

— maintaining a unified register of consignment notes (trust anchor).

Notably, this approach is correlated with the European Regulation on electronic freight transport
information (eFTI), which determines the strategic directions for the development of digital logistics in
the region.

The second version of the structure of the electronic documents of the project is harmonized with the
UN/CEFACT eCMR profile with the participation of UN/CEFACT experts and demonstrates consistency
with the standard (according to the classification proposed under UN/CEFACT Recommendation 36 (5)).
This approach is justified both from the point of view of ensuring multimodality within Ukraine — to
enable interoperability with documents for other modes of transport, and possibility to create a national
logistics platform in the future — and from the point of view of cross-border interaction, for example
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when introducing an electronic version of the international road consignment note (e-CMR) as well as the
requirements of the EU eFTI Regulation ((EU) 2020/1056 (6)).

UNECE, in collaboration with experts from the European Commission and UN/CEFACT organized
on 22 December 2022 a webinar for Ukraine to show how the experience in implementing the eFTI
Regulation in parallel with supporting UN/CEFACT standards and the MMT RDM. Ms Elisabeth Tiirk,
Director of the UNECE Economic Cooperation and Trade Division, stressed that fragmented digitalization
of information flows in the international supply chains makes no sense, hence the usefulness of the global
UN/CEFACT semantic standards and reference data models, which provide a common language for
electronic interchange. The moderator of the webinar and UNECE Regional Adviser Mario Apostolov
noted that the EU’s recent Customs Single Window and eFTI Regulations emphasize the need for mapping
digitalization solutions to the global standards via the UN/CEFACT reference data models as the glue,
providing the basis for interoperability in the supply chain.

Anatolii Komirnyi — Deputy Minister of Communities, Territories and Infrastructure Development
of Ukraine for Affairs digital development, digital transformations, and digitalization noted that the
application of international standards and tools, in particular those presented by the UN/CEFACT,
is a key stone of the digital transformation strategy for public services implemented in Ukraine.
Harmonization of requirements for documents and data allows transforming Ukraine’s information
flows into a legally significant linked chain of the electronic records, and integrate these flows into
regional and global projects, such as the European eFTI Regulation, Customs and maritime single
window systems, as well as ensure the sustainability of investments in such projects both by the State
and by the Ukrainian business.

Thus, this example is positive in terms of readiness to adopt the concept of UN/CEFACT data pipelines
as a tool to improve the efficiency of digital transport corridors.

Seaports (Port Community Information System)

In a transport corridor, the port is a point where jurisdiction changes — both national and mode of
transport jurisdiction. In a modern port, there are more than 140 points of information interaction within
the operational chain of cargo handling.

Port Community Systems (PCS) have become widespread around the world due to increased economic
efficiency and improved interaction between public and business parties. The concept of such community
information systems has gone far beyond seaports — similar systems are being created at airports (7). The
concept of Cargo Community Systems has appeared, covering the handling of goods in certain directions,
closely intersecting with the concept of the Transport Corridor Information System (8).

In Ukraine, as in many countries of the post-Soviet area, the need to orchestrate interaction of public
and private partners in ports arose only in the 1990s. This, among other factors, made it necessary to
learn the rich international experience in building electronic interaction systems in ports, as well as the
UN/CEFACT recommendations and EU directives and regulations. As a result, in 2012, with the support
of the UNECE, the Port Community Information System (ISPC) project was launched in the seaport of
Odessa. Its operation was subsequently extended to all 13 seaports of Ukraine.

The main normative act regulating the work of this port community system is the Decree of the Cabinet
of Ministers of Ukraine No. 451 dated 21.05.2012.

A valuable feature of the Ukrainian PCS project was the combination of the positive aspects from
two concepts — port single window (PSW) and port community system (PCS), which made it possible to
implement both B2B and B2G flows within the framework of a single harmonized information exchange
system.

The basis for organizing data processing in the system is the UN/CEFACT Multimodal Transport
Reference Data Model (MMT RDM) and the UN/CEFACT Core Components Library (UN CCL). Based
on these building blocks, documents and application programming interfaces (API) are implemented to
support business processes defined by international agreements and standards, as well as local requirements.

As a result, it was possible to implement the transformation of data between linked records (datasets)
in accordance with the documentary flow of cargo handling in the port. As an example, a maritime bill
of lading and a cargo manifest for a vessel can be generated based on data from documents available at
previous stages of the business process, in particular (road or rail) waybills, acceptance notes, loading
orders, etc. Consequently, the Ukrainian Port Community System ISPC (PPL 33-35) is a unique example
of the practical implementation of the UN/CEFACT data pipeline concept.
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Transformation of the data in datasets

An analysis of the transformation of data in datasets from real-world business documents involved
in the cargo handling process in the BSGI logistics corridor allowed to identify several other significant
factors influencing the possibility to apply the concept of data pipelines in practice.

Much has already been done to facilitate trade and achieve the digital transformation of processes and
data along this logistics corridor. The results of the study showed that most of the documents involved in
this supply chain are available in electronic form (either exclusively or in parallel with paper versions).
Moreover, the degree of acceptance of international standards in the digitalization projects is significant.

We can argue that a digital logistics corridor (or, more precisely, a digital information flow in this
logistics corridor) exists.

The main obstacle that needs to be highlighted from the results of the assessment is the fragmentation
of efforts at digitalization, which cut this information flow. Existing electronic documents are de facto
used only within the framework of individual local business transactions and are not transferred along the
entire corridor from its beginning to the end. In some cases, data in derived documents is automatically
converted from the source documents, as in the ISPS. In other cases, data in derived documents is not
automatically converted from the source documents and re-entered manually. This cancels much of the
benefit offered by the UN/CEFACT data pipeline concept.

The use of local code lists that are not harmonized with international requirements also complicates
the automation of the process of converting data between trade and transport documents within the supply
chain, even in the case of unambiguous identification of the data attribute class.

It is important to emphasize the key role of the State in supporting the utilization of already implemented
projects and the development of new ones, which will accelerate the process of digital transformation
of processes and data in a significant part of business operations.

Conclusions

Our analysis allowed to identify both strengths and obstacles on the way to the implementation
of a seamless data pipeline in the supply chain of goods exported under the Black Sea Grain Initiative.
As a result, we formulated several recommendations aimed at the practical implementation of mechanisms
that promote trade facilitation and harmonization of electronic data exchange using UN/CEFACT global
standards for transport, trade, and logistics. The harmonization of data sets with the UN/CEFACT data models
hierarchy demonstrates the feasibility of providing better quality data from trade and transport documents
to regulatory agencies to deliver their decision-making and control functions. The use of data pipelines,
as a step in the digital transformation process, is an effective tool for increasing the efficiency of the supply
chain through the seamless transformation of data presented in the form of linked datasets (records).

The data pipeline concept is still a desirable objective for the BSGI, Ukraine, and the region. Yet with
every step in building harmonized data exchanges, using the UN/CEFACT standards, we are getting
closer to it, as our study demonstrates. It cites the concrete actions that need to be taken in this direction.

The authors express the hope that this work will help mitigate the global food security crisis caused
by the military aggression of the Russian Federation against Ukraine and strengthen Ukraine’s position
as a trade hub using UN standards.

The full version of the assessment report will be published on the https://unttc.org/stream/electronic-
trade-and-transport-documents-and-data site.
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Mema. V yiu cmammi onucano pesyromamu Odocnioncenns €EK OOH wooo moxciugocmi npaxmuuno2o
3acmocygauns Konyenyii konseepy danux. Cehepoio oyinku € 2ymanimapHuii mpaHcnopmHutl KOpuoop 8 pamxax
Yopromopcwkoi 3eprosoi iniyiamusu (Y31). Epexmusnicmv yboeo mpanchopmnozo KOpuoopy mac 6UHamKose
3HAYEHHA Y 36 A3KY 3 NOMMUYHOI0 MA eKOHOMIYHOW CUMYAYIElo 8 Kpaini ma il 6niueom Ha ceimosy npooogonbyy
besnexy. OCcHOBHOW MemMOoI0 NPOEKMY Y10 GUABTEHHS CHOCO0Y NIOBUUEHHS eEeKMUBHOCINT YbO20 MPAHCNOPIHOZ0
KOpUOopy yepes ChpoujeHHs npoyedyp mopeieni ma yugposy mpancgopmayiio oominy danumu ma 0iznec-npoyecis.
Konyenyis xonsecpie danux oyna npedcmasiena 6 2014 poyi i do yvo2o yacy axmugno pospoorscmovcs CE@AKT
OOH. Asmopcokuil nioxio pos3gusae nonepeoni pesyrvmamu pobomu Ha0 mpancnopmuum xopudopom I'VAM,
maki AK QyHKyionarbHa mpancopmayia Hadbopie umoz 00 0GHUX i KOHYenyis po3nooiieHux nepemsoprogayis.
Aemopu maxodic 6uKOpUCmMOo8y8anu 81ACHULL 00CSIO 8i0 yuacmi 8 KIIbKOX NPOEKMAX «EOUHO20 GIKHAY Y MOPCHKIL ma
nopmositi cghepi ma eniue €gponelicvkoeo pecramenmy eFTI.

Knrouosoro xonyenyieto docriodicenns € guxopucmannsa cmanoapmie ma apmepaxmie CE@AKT OOH sk yinicnoz2o
Habopy eumoe, Ki 3a0e3neuyioms MONCIUGICY Y3200iCeHHS OAHUX, WO CIMBOPIOIOMbCS PISHUMU MOP2OBETbHUMU
onepayiamu, GUOAMU MPAHCHOPMY MA IOPUCOUKYIAMU.

Memoou. 11i0 uac yvoeo 0ocniodcenns O OYIHKU MONCIUBOCHE NPAKMUYHO20 3ACMOCYBAHHS KOHYenyii uo
ONUCAHO Y10 BUKOPUCIIAHO MEMOOU AHANIZY OAHUX AHATIZY 8IONOBIOHOCTI.

Pesynomamu. Kniouosum pesynomamom 00CHiONCeHHs € SUSHAUEHUN NIOXI0 00 NPAKMUYHO20 GNPOBAONCEHHS
IT-piwenna ona negnozo mpancnopmuo2o xkopuoopy (431), axutli maxoxc MONCHA BUKOPUCOBYBAMYU HA THULUX
MPAHCHOPMHUX  KOpudopax. I[nwumu pesyromamamu € HAGp Oanux 018 MpPaHcnopmuoeo Kopuoopy Y31,
sicmaegnenuil 3 KaHoHiuHow emanonnoi mooewno danux CEDQAKT OOH, pesynomamu ananizy 6ionogionocmi,
BUSGILEHHS BY3bKUX MICYb | peKOMEHIayii.

Bucnosku. Asmopu poseunynu enachuii nioxio wjodo zacmocysanns cmaunoapmis i pexomendayiti CEQAKT
OOH 3azanom i, 30kpema, KoHyenyii KOHGeEPY OAHUX 0N NPAKMUYHUX NPOEKMIB, CNPAMOBAHUX HA CHPOUeHHS
MOp20BeNbHUX | MPAHCROPMHUX npoyedyp. Lle docniocenHs nokazye ModtCIUgicimy npakmuyHoi peanizayii nioxooy
ma mooice Oymu 6UKOPUCIAHO SIK OOPOJICHA Kapma 0714 NiNOMYEAHHS PeabHUX NPOeKmie, a Makodic K 0CHO8A O/l
HACMYNHUX 00CTIOJCeHD 6 Yill 2ay3L.

KiawuoBi cioBa: meroam omnTuMizamii: MoIeNi TpOrpaMyBaHHS; JWHAMIYHWNA aHaji3, TPaHCIIOPTHI
3aco0u, TPaHCIIOPTHI 3aCO0M: JIepKaBHA MOIIITHKA 1 PETYTIOBaHHS, HAYKOBO-TEXHIUYHHIA MPOrpec: BUOOpU
1 HaCJIiIKH; ITPOTIeCH TOMIMPEHHM, HAyKOBO-TEXHIYHUM POTrpec: MOIITHKA ypsy, iH(opMmartiliHa i puHKOBa
e()eKTHBHICTh, TOCIIJDKEHHS TOiH, 3aranbHi (DIHAHCOBI PUHKH: JepKaBHA TOJITHKA 1 PETYITIOBaHHS,
nepeBipKa TirmoTe3u.
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COMPONENTS OF THE EU’S PUBLIC ADMINISTRATION
FOR THE AGRICULTURAL ECONOMY SECTOR

The importance of agriculture for society goes far beyond safe and healthy food provision or jobs promotion.
The EU is one of the world s leading producers and exporters of agricultural products. The effective public
administration of agriculture as a whole and agro — exports in particular gains increasing importance
in the current disruptive times. The following goals have been stated while conducting the presented
research — to analyse the institutional and normative — legal components for the EUs public administration
of the agricultural economy sector and to assess its effectiveness through the analysis of the extra-EU27
agricultural products exports by products type. The time frame under analysis is ten years from the year 2012
to 2021 included. The agricultural products are used in the sense of Groups 0 (Food and live animals) and
1 (Beverages and tobacco) of the Standard International Trade classification (SITC). In order to achieve the
research goals and make the analysis more profound, the following research methods and techniques were
used — dialectic method, analytic generalization method, empirical analysis, trend analysis, comparative
analysis, statistical analysis, data visualization tools, etc. The research results indicate, that the extra —
EU27 Product 0 exports dynamics is upward through the whole time frame under analysis, while the one
of Product 1 has the same dynamics with two exceptions of its decrease in 2014 and 2020. The trend lines
are upward through the analysed timeframe and the next two years taken for the projection making in both
data sets under research. The research results allow us make the conclusion about the public administration
of the EU's agricultural economy sector being effective with its institutions working efficiently and the policies
composed and implemented in the best appropriate way. The research presented in the paper as well as its
results are of great theoretical interest and practical usefulness for public administrators of all the levels,
agricultural and industrial enterprises connected with agriculture, institutions and organizations employees
indulged in agriculture and agricultural products trade, decision and policy makers, academic community
representatives as well as statisticians and data analysts.

Key words: public administration, CAP, agriculture, the EU, agricultural products exports, DG AGRI, Farm
to Fork strategy
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and healthy food provision or jobs promotion in farming itself as well
as in agri-food and associated industries, because agriculture has a
direct and indirect impact on the viability of rural areas, the scenic
value of landscapes, climate change processes, water quality, eco-
system services as well as Europe’s heritage preservation (European
Commission, 2020(b). Thanks to its varied climate, fertile soil, the
technical skills of its farmers and the quality of its products, the EU
is one of the world’s leading producers and exporters of agricultural
products (European Union, n.d.). The EU agricultural production is
dominated by livestock products (including dairy), grains, vegetables,
wine, fruits, and sugar, while the major export commodities include
grains (wheat and barley), dairy products, poultry, pork, fruit,
vegetables, olive oil, and wine (ERS/USDA, 2022).

As the agriculture in general and therefore the exports of the
agricultural products in particular has such a vital importance either
for the world as a whole or for every single human being, there are
plenty of scientific works, in which different aspects of agriculture,
agro — exports, etc. were researched by the academics. Among those
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worth paying attention at are Stiglitz J. E., De Pauw E., Gobel W., Adam H., Ayer H. W., Schuh G. E.,
Pierce F. J., Nowak P., Krishna R., Rosch M., Abolagba E. O., Onyekwere N. C., Agbonkpolor B. N.,
Umar H. Y., Pick D. H., Park T. A., Ferro E., Otsuki T., Wilson J. S., Barham B., Clark M., Katz E.,
Schurman R. and others. The topicality of the presented research goes without saying, taking into
account the vital significance of both agriculture as an economy sector and agricultural products exports
as a means of food security provision, the effective public administration of the said economy spheres
gains increasing importance especially nowadays, when humanity is facing more and more challenges
threatening its functioning and even existence. As the representatives of the academic community have
always been on the edge of the humanity problems trying to research and find solutions for them, many
of the scientists are interested in the public administration structure, functioning, peculiarities, etc. The
academics indulged into different aspects of the EU’s public administration are Thijs N., Hammerschmid
G., Palaric E., Zahariadis N., Wright V., Trondal J., Peters B. G., Pierre J., Radaelli C. M., Van de Walle S.,
Saurugger S., Nunberg B., Torres L., Pina V., Kuhlmann S. and others. As far as we can see the available
scientific works contain research on agriculture/agricultural products exports and public administration
analysed separately, that, in turn, may be presented as a knowledge gap, the research presented in the
paper tried to fulfil. The attempt to combine the research of public administration and agricultural products
exports, while analysing the effectiveness for the functioning of the former through the analysis of the
latter is considered to be the novelty of the given research. Therefore, the following goals have been stated
while conducting the presented research — to analyse the institutional and normative — legal components
for the EU’s public administration of the agricultural economy sector and to assess its effectiveness
through the analysis of the extra-EU27 agricultural products exports by products type.

In order to achieve the research goals and make the analysis more profound, the following research
methods and techniques were used — dialectic method, analytic generalization method, empirical analysis,
trend analysis, comparative analysis, statistical analysis, data visualization tools, etc. The time frame
under analysis is ten years from the year 2012 to 2021 included. The EU27 is used in the meaning
of 27 member states of the European Union — Estonia, Italy, France, Finland, Lithuania, Belgium, Malta,
Latvia, Slovenia, Hungary, Bulgaria, Cyprus, Austria, Germany, Luxembourg, Netherlands, Denmark,
Greece, Croatia, Ireland, Portugal, Czech Republic, Spain, Slovakia, Poland, Romania and Sweden. Extra
— EU exports means exports of the European Union outside the EU and is calculated as the amount of the
whole EU exports minus intra-EU ones. The agricultural products are used in the sense of Groups 0 (Food
and live animals) and 1 (Beverages and tobacco) of the Standard International Trade classification (SITC).
The formula for a polynomial function of order 2, used to build the trend line with the projection for the
next two periods for extra-EU27 Product 0 exports, is the following one:

y=axx’+a xx+b, (1)

where ‘a,’, ‘a,” and ‘b’ are calculated parameters of the function (also named function coefficients or
constants) that describe the relationship between ‘x” and ‘y’ (Officetooltips, n.d.).

The exponential function used to build the trend line and make two years projection for extra-EU27
Product 1 exports is of the following formula:

Jf(x)="b, 2

where ‘b’ is a constant and ‘x’ is a variable (Cuemath, n.d.).

Results and Discussion

Food, along with clean water, drives the world; that’s why access to adequate food is the primary concern
for most people on earth, that, in turn, makes agriculture one of the largest and most significant industries
in the world (Simpson, 2022). Apart from its vital significance for the humanity as a whole, agriculture
and food related industries and services provide over 44 million jobs in the EU alone, including regular
work for 20 million people within the agricultural sector itself (European Union, n.d.). The EU food and
drink industry works closely with farmers to facilitate the supply of safe and sustainable agricultural raw
materials (Fooddrinkeurope, n.d.). not only inside, but outside the union as well.

The public administration of such an important and promising economy sphere as agriculture is rather
complicated, especially taking into account the supranational level for administration of major functioning
spheres of the European Union. The institutional component of the EU’s public administration for
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agriculture is represented by the Directorate-General for Agriculture and Rural Development (DG AGRI),
which has such activities scope as:

— the implementation of the Common Agricultural Policy (CAP);

— the contribution to the Instrument for Pre-accession assistance (through IPARD1);

—programming and monitoring of the agricultural research as well as participation in the implementation
of the Horizon 2020 Framework Programme for Research and Innovation;

— the conduction of the policy and economic analysis, evaluation and impact assessments as the
formulation and implementation of the CAP;

— the legislative proposals preparation and their implementation monitoring to ensure their harmonised
application;

— the management of the European Commission regulations laying down detailed implementing rules
for them as well as their adaptation over time;

—handling various kinds of infringements, the acquis implementation control as well as complaints and
Ombudsman inquiries;

— the verification of the conditions under which payments and controls have been carried out by the
EU Member States;

— the contribution to the negotiations and implementation of international agreements as well as the
management of the relations with third countries related to agriculture (European Commission, 2020(b).

A rather illustrative example of the normative — legal component for the public administration of the EU’s
agricultural economy sector is Strategic Plan 2020-2024: Directorate-General for Agriculture and Rural
Development — the document, that either develops the specific objectives through which the Directorate-
General contributes to the achievement of the Commission’s general objectives, delivering on the Commission’s
priorities, or shows how the DG AGRI helps modernising the agricultural economy sector administration
(European Commission, 2020(b). In addition, the Strategic Plan also shows the strategic importance of the
Common Agricultural Policy (CAP) for European Union (EU) citizens and the central role of DG AGRI in
ensuring an effective and efficient implementation of the policy (European Commission, 2020(b).

As an integral part of the normative — legal component of the public administration for the EU’s
agriculture, different policies are to be considered as being a direction pointer as well as the guide to action
to develop the European agriculture in an upward way, transferring it into a more sustainable economy
sector. Having in mind everything stated above, the new CAP has been discussed and further introduced on
the supranational level. The European Commission considers the CAP reform proposal to be compatible
with the Green Deal’s ambitions as the one being based on the flexible, performance and results-based
approach that takes into account local conditions and needs, while increasing EU level ambitions in terms
of sustainability and complemented by the new CAP tools (European Commission, 2020(c).

In accordance with another EU policy, the Green Deal, all the EU Member States pledged to reduce
emissions by at least 55% by 2030, compared to 1990 levels as it will create new opportunities for
innovation development and investment increase as well as create jobs, motivate growth, address energy
poverty, reduce external energy dependency and improve people’s health and well-being (European
Commission, n.d.(b). The new CAP and the Green Deal have nine common objectives, which cover,
among the others, economic, social and environmental dimensions, having the aim to increase the
contribution of the EU agriculture to climate change action, improve the natural resources management,
ensure a fair income for farmers as well as reinforce the biodiversity protection (European Commission,
2020(a). The European Green Deal also contains a set of initiatives, aiming at making food systems fair,
healthy and environmentally- friendly. That mentioned set is called the Farm to Fork Strategy, having its
goal in accelerating the transition to a sustainable food system, that, in turn, should:

— have a neutral or positive environmental impact;

— help mitigate climate change and adapt to its impacts;

—reverse the loss of biodiversity;

— ensure food security, nutrition and public health, making sure that everyone has access to sufficient,
safe, nutritious, sustainable food;

— preserve affordability of food, while generating fairer economic returns, fostering competitiveness
of the EU supply sector and promoting fair trade (European Commission, n.d.(d).

To further research the EU’s agro — policies, it should be noted, that one of the central components
of the European Green Deal is the biodiversity strategy, by implementing of which the European
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Commission aims to ensure the EU’s agriculture strong contribution to the agricultural biodiversity of
the European Union (European Commission, n.d.(c). In addition, the European Commission set the target
of ‘at least 25% of the EU’s agricultural land under organic farming and a significant increase in organic
aquaculture by 2030’ under the Green Deal’s Farm to Fork strategy. In order to achieve the said target
as well as to help the organics sector reach its full potential, the European Commission put forward an
action plan for organic production in the EU, in the course of which, the European Commission, the
European Economic and Social Committee (EESC), the European Committee of the Regions (CoR),
COPA-COGECA and IFOAM Organics Europe launched the first EU organic awards, with the aim to
recognise excellence along the organic value chain, rewarding the best and most innovative actors in the
EU organic production (European Commission, n.d.(g). The action plan mentioned above is divided into
three interlinked axes that reflect the structure of the food supply chain and the Green Deal’s sustainability
objectives, which are:

—axis 1: stimulate demand and ensure consumer trust;

— axis 2: stimulate conversion and reinforce the entire value chain.

— axis 3: improve the contribution of organic farming to environmental sustainability (European
Commission, n.d.(a).

Besides, the European Commission announced two pesticide reduction targets in May 2020, as a part
of the Farm to Fork strategy. To be more precise, the Farm to Fork and Biodiversity Strategies set two key
targets for pesticides, incorporating the following ones:

— target 1: to reduce by 50% the use and risk of chemical pesticides by 2030;

— target 2: to reduce by 50% the use of more hazardous pesticides by 2030 (European Commission, n.d.(e).

As food safety is not less important than food security, the requirements of the nutrition labelling was
implemented in the EU, according to which the nutrition declaration is to be provided on every food
package as to the requirements of the Regulation (EU) Ne 1169/2011 adopted in December 2016, in which
it is stated, that such information as the energy value and the amounts of fat, saturates, carbohydrate,
sugars, protein and salt of the food is to be presented in a legible tabular or linear format on the back of
food packaging. The said information must be expressed per 100g or per 100ml or, in addition, per portion
or per consumption unit of the product (European Commission, n.d.(f).

Another EU policy, that aims to promote a more sustainable agriculture production for agri — products of
better quality either for the intra-EU consumption or intra — and extra-EU exports, increasing alongside the
EU competitiveness on the global agro — market, is the EU agricultural promotion policy. The mentioned
policy is designed to open up new market opportunities for the EU farmers as well as for agriculture
and the industries connected with it, helping them build their existing business (European Commission,
n.d.(h). The practical results of the public administration in general are difficult to be accessed directly.
That’s why the public administration for the EU’s agriculture effectiveness is to be accessed indirectly by
means of the extra — EU27 agricultural products exports dynamics by products type (Figure 1).
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Figure 1. Extra — EU27 Exports of Agricultural Products by Product Type, Bn EUR
Source: author s elaboration based on the data from (Eurostat, 2022(b).
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Figure 2. Extra — EU27 Exports of Agricultural Products by Product Type with Trends
and Projections, Bn EUR
Source: author s elaboration based on the data from (Eurostat, 2022(b).

Having observed the data visualized in the figure given above, we see an obvious similarity in the data
dynamics being researched, at least, from the first sight. The closer look reveals the difference of the said
dynamics for Product 1 if compared to that of Product 0, meaning — the Product O exports dynamics is
upward through the whole time frame under analysis, while the one of Product 1 has the same dynamics
with two exceptions of its decrease in 2014 and 2020. The explanation of the mentioned exports decrease in
2020 may be the consequences of the COVID-19 pandemics, while the ones for 2014 is not quite obvious
— was that because of the administration peculiarities for Greece taken over the European union presidency
or Latvia’s adoption of euro as a national currency, etc. The similarities between the exports dynamics of
Products 0 and 1 take their place in terms of their smallest and biggest values — in both cases the smallest
exports values can be observed during the first year under research while the biggest values — during the last
analysed year. Another observation, that will add to the data analysis, is that the biggest positive change of
the extra-EU27 Product 0 exports can be noted in 2013, while the smallest positive one —in 2018. As it has
already been stated above, the extra-EU27 Product 0 exports dynamics is upward through the whole time
frame under analysis, therefore there are no negative changes of the said exports amount. In the case of extra-
EU27 Product 1 exports, the biggest positive change can be noted in 2021 while the smallest one — in 2013.
The biggest negative change was in 2020, while the smallest one — in 2014. To make the data analysis more
profound, the trend line of the researched data dynamics through the analysed time frame as well as for the
next two periods of time taken for the projection was built and visualized by product type in Figure 2.

Having observed the data visualized in the figure given above, it should be stated, that the trend line
for the extra-EU27 Product 0 exports was built with the help of the polynomial function, while the one
for Product 1 — with the help of the exponential function. The used functions have been chosen from the
exponential, linear, logarithmic, polynomial and power ones judging by the values of the R coefficient.
The trend lines are upward through the analysed timeframe and the next two years taken for the projection
making in both data sets under research, though the trend line of the Product 0 exports is steeper if
compared to that of Product 1. The projection amount of Product 0 for the next two periods is supposed to
be higher according to the trend line direction, while the one for Product 1 — of the same amount or a little
bigger if compared to the one of 2021, under the circumstances unchanged.

Conclusions

Over the past eight years, hunger and malnutrition have been rising steadily, reversing several decades
of progress with climate change and the Covid-19 pandemic further exposing the challenges of the global
food system to feed an increasing population in a sustainable manner (Members’ Research Service, 2022).
Thereby, the subjects of the agricultural products market having potential to supply their compatriots
with a sufficient amount of food in the agro — exports form acquire an increasing authority on the global
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economic and political stages. The effective public administration of agricultural economy sector is the
direct way to the agro produce increase, creating enough production surplus to export more.

As the European Union is one of the biggest agro producers and exporters, the way the union administers
the said economy sector as well as what consequences the said administration has on the agro — products
exports have been researched as that being of great interest and usefulness. In this manner, in 2021,
the extra-EU trade in agricultural products accounted for 8.1% of the total extra-EU international trade
in goods at the same time as between 2002 and 2021, the EU trade in agricultural products more than
doubled, equivalent to an average annual growth of 4.8% (Eurostat. (2022(c). In this period, exports
(5.4%) grew faster than imports (4.2%) (Eurostat. (2022(a). In addition, in the very year 2021, the value
of trade (imports plus exports) of agricultural goods between the EU and the rest of the world hit €347.0
billion, €20.7 billion more than in 2020 as the EU exported €196.9 billion worth of agricultural products
and imported €150.0 billion, generating a surplus of €46.9 billion (Eurostat. (2022(a).

Such an export performance has been driven mainly by the EU agricultural policies, structural change and
technological progress in the agri-food sector, as well as EU trade policies. As the EU market is relatively
saturated, income and employment in the EU agri-food sector are dependent on access to export markets
(European Commission, 2016). The EU financially supports its farmers and encourages sustainable and
eco-friendly practices, while also investing in the development of rural areas, with the EU institutions
collaborating on food and farming policy-making, implementing, monitoring and evaluating it (European
Union, n.d.). More precisely, the institutional component of the EU’s public administration for agriculture
is represented by the Directorate-General for Agriculture and Rural Development (DG AGRI). An example
of the normative — legal component for the public administration of the EU’s agricultural economy sector is
Strategic Plan 2020-2024: Directorate-General for Agriculture and Rural Development. The integral part of
the normative — legal component of the public administration for the EU’s agriculture, the following policies
are to be considered the direction pointer as well as the guide to action to develop the European agriculture
in an upward way, transferring it into a more sustainable economy sector — CAP, the European Green Deal,
the biodiversity strategy, Farm to Fork strategy, the EU agricultural promotion policy, etc.

The practical results of the public administration for the EU’s agriculture effectiveness were accessed
by means of the extra — EU27 agricultural products exports dynamics analysis by products type. The
extra — EU27 Product 0 exports dynamics is upward through the whole time frame under analysis, while
the one of Product 1 has the same dynamics with two exceptions of its decrease in 2014 and 2020. The
trend line for the extra-EU27 Product 0 exports was built with the help of the polynomial function, while
the one for Product 1 — with the help of the exponential function. The trend lines are upward through
the analysed timeframe and the next two years taken for the projection making in both data sets under
research, though the trend line of the Product 0 exports is steeper if compared to that of Product 1. The
projection amount of Product 0 for the next two periods is supposed to be higher according to the trend
line direction, while the one for Product 1 — of the same amount or a little bigger if compared to the
one of 2021, under the circumstances unchanged. The research results given above allow us make the
conclusion about the public administration of the EU’s agricultural economy sector being effective with
its institutions working efficiently and the policies composed and implemented in the best appropriate
way. Nevertheless, in order to make Europe even stronger on the world scene, the EU’s main objectives,
among the others, are to strengthen its global leadership, to promote free trade in agriculture, becoming the
global standard for sustainability (European Commission. (2020(b). The research presented in the paper
as well as its results are of great theoretical interest and practical usefulness for public administrators of all
the levels, agricultural and industrial enterprises connected with agriculture, institutions and organizations
employees indulged in agriculture and agricultural products trade, decision and policy makers, academic
community representatives as well as statisticians and data analysts.
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FACTORS OF INCREASING THE EFFICIENCY OF AUDIT CONTROL
IN THE CUSTOMS SPHERE

Purpose. The article is devoted to researching the theoretical economic grounds and understanding
of the property right in different directions and conditions in order to use the obtained results for further
research, in particular, within the area of the state regulation of foreign economic activity.

Methods. The main scientific methods are widely used in the research. Among them the methods of analysis
and synthesis, logical search, abstraction and concretization, analogies, modeling are mostly used.

Results. The primary essence, key attributes, typical peculiarities and constituent elements of the property
right are researched. Herewith, the corresponding concepts of the property itself and the property relations
are analyzed and studied in details.

By that means, the basis and reasons for emergence of the property rights are followed by and shown both
in theory and in real practical situations.

Use of the classical Honoré s theory of ownership in modern economic life is examined and exemplified.
Particular attention is paid to applying the above-mentioned concepts connected with the property right
theory into the area of interaction between the state and the subjects of the foreign economic activity.
Accordingly, some specific features of the concept of property right and concept of property relations are
demonstrated in terms of the state administration of foreign economic activity.

Conclusions. The modern understanding of the concept of property and the concept of property rights is based
on a significant theoretically reasoned foundation, that contains numerous results of research conducted.
The most important aspects regarding the economic perception and use of the concept of property rights
should relate to: characteristics inherent in the property right, opportunities that provide the property right,
and a set of specific elements of the property right.

When using the concept of full property right, it is advisible to take into account the limits and degrees
of access to specific property objects and property rights to them.

In area of the state regulation of foreign economic activity it’s not necessary to use the detailed bunch
of the property right elements but paying attention mostly to the standard set, i.e. controlling the rights
of possession, use and disposal.

Key words: ownership; property rights; full property right; attributes and elements of the property right;
applying of Honor¢’s theory of ownership; state regulation of foreign economic activity.
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the conditions of risk management and taking appropriate measures
to overcome it: optimization, avoidance, prevention, acceptance.
One of the important components of the economic security of the
country is an effective customs control. Such threats to customs
security as inefficient work of the customs and the corresponding
low level of quality of customs control and clearance may adversely
affect a number of indicators of the Ukrainian economy: increase the
budget deficit, inflation, reduce the solvency of the real sector of the
economy, the country’s creditworthiness, contribute to devaluation
in the foreign exchange market and others. On the other hand, the
improvement of economic security of Ukraine depends on the
introduction of new mechanisms of public administration, including
those in the field of customs control. Therefore, we consider the issue
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of improving the existing mechanisms and finding modern tools for effective customs control, which is
focused on the stage after the release of goods, taking into account the best international practices, to be
fundamental.

State of the research. Modern scientists have devoted scientific works to the analysis of the forms and
methods of customs audit activities, as well as the problems of improving the efficiency of its results: L.O.
Batanova, I.G. Berezhnyuk, O.M. Vakulchyk, L.V. Gutsalenko, A.D. Voitseshchuk, L.M. Dorofeieva,
O.L. Koptseva, V.P. Martyniuk, U.O.Marchuk, I.V. Nestorishen, O.I. Omelchenko, P.V. Pashko, T.V.
Ruda, V.A. Turzhansky, M.O. Kharkavy, A.V. Khomutenko, V.P. Khomutenko. Despite a sufficiently large
number of developments on the outlined issues, we are convinced that there is still a need for a modern
analysis of international and European standards of customs audit, identification of problematic issues of
customs post-release control and the search for the main directions of improving the effectiveness of audit
control in the customs sphere.

Summary. Threats to the economic security of Ukraine are defined as factors that directly or in the future
make it impossible or complicate the realization of national economic interests, creating obstacles to the
normal development of the economy and a threat to the independent state existence and well-being of the
people (Skliar, 2015:53). Threats to the national interests and national security of Ukraine in the economic
sphere in recent years are: a significant amount of the state budget deficit, a high level of «shadowing» of the
economy, excessive dependence of the national economy on foreign markets, loss of budget revenues due to
the widespread phenomena of «gray» imports and smuggling. Thus, according to the information published
by the International Association of Certified Public Accountants, five years ago the level of shadow economy
of Ukraine amounted to UAH 1.95 trillion or 45.96% of the Ukrainian GDP, which included it in the
ranking of countries with the largest share of the shadow economy. According to Transparency International
estimates, the level of shadow economy in Ukraine is 30% of GDP. According to the Ministry of Economy,
it amounted to 31% of the official GDP in 2020 (Shadow Economy, 2020). The state of foreign economic
security during 2010-2019 was assessed as dangerous (On the decision of the National Security and Defense
Council of Ukraine of August 11, 2021). Thus, the search for new approaches to the organization of the work
of modern customs, focused on the facilitation of international trade, is an important element in the system
of minimizing, blocking, preventing and countering threats to economic security.

At the same time, it is also necessary to take into account the threats that have significantly complicated
economic security over the past 5 years: military aggression, loss of purchasing power and investment
attractiveness of Ukraine, deterioration of macroeconomic indicators, curtailment of industrial production,
increased debt pressure (Makarchuk, 2015: 88). One of the main factors for an investor when choosing
a country to invest in is the clarity and compliance with international standards of the tax and customs
system, including the rules and procedures for conducting inspections by regulatory authorities. Therefore,
effective customs control is one of the important components of the economic security of the country, and
the improvement of economic security of Ukraine depends on the introduction of new mechanisms of
public administration, including in the field of customs audit.

Customs post-release control

Within the framework of this study, we consider the issue of improving the existing mechanisms and
finding modern tools for effective customs control, which is focused on the stage after the release of
goods, taking into account international standards, to be fundamental. Due to a number of changes in
the organization and implementation of customs control that have taken place under the auspices of the
WCO over the past fifty years, a significant amount of procedures of the controlling authorities has been
gradually transferred to the stage after the release of goods and a system of risk management of violations
of customs legislation has been created.

In accordance with international standards and successful foreign practices, inspections within the
framework of customs post-release control are carried out using a system of selection of entities for
inspections based on risk management. The results of the inspections, respectively, are taken into account
in the further formation of risk profiles. Scientists give «post-audit» an important place in the application
of the risk management system and call it «the main element of further improving the efficiency of
customs authorities» (Sheremetynska, 2016), with which we fully agree. Accordingly, the development
and implementation of a risk management system for customs post-release control is an important
determinant of the development of the customs system, the implementation of international standards and
the satisfaction of economic interests.
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Global implementation of the risk management system was introduced by the WCO Framework of
Standards to Secure and Facilitate Global Trade and the International Convention on the Simplification
and Harmonization of Customs Procedures. In addition, the application of the risk system was provided
for by the Community Customs Code.

The WCO defines customs risks as the potential for non-compliance with customs legislation. According
to the EU Customs Code, «risk» means the probability and impact of an event that may arise in relation to the
import, export, transit, transfer or end use of goods moving through the customs territory or beyond, which
may interfere with the correct application of customs control measures, jeopardize the financial interests of
the EU and its Member States, and pose a threat to the security and protection of the EU. As for Ukraine,
well-known theorists and practitioners of customs affairs Polischuk A., Pashko P., Semka S., Chentsov V.
noted that the risk management system allows optimal use of the resources of customs authorities, while not
reducing the effectiveness of customs control, including by abandoning excessive bureaucratic control (Risk
Management in Customs: Foreign Experience and National Practice, 2014:55-56).

International standavrds of risk management in the field of customs control

The role and place of risk management in the customs control system is regulated by key international
documents on customs affairs.

The SAFE Framework of Standards to Secure and Facilitate Global Trade and the Standard Rules of
the International Convention on the Simplification and Harmonization of Customs Procedures regulate the
application of the risk management system in customs control. It is determined that the risk management
system is based on a set of tools for assessing the likelihood of non-compliance with the law, in order to
identify potentially dangerous goods and vehicles, includes a mechanism for validating threat assessments,
identifying objects of inspections and determining the most effective methods of work (International
Convention on the Simplification and Harmonization of Customs Procedures, 1973; WCO Framework of
Standards to Secure and Facilitate International Trade, 2005). These international rules are based on the
customs risk management standard ISO 31000:2018.

According to Article 46 of the EU Customs Code (The Union Customs Code, adopted as Regulation
(EU), 2013), customs control is carried out using a risk management system. The risk management system
is based on the introduction of common criteria and standards for risk assessment, control measures,
priority areas of control and the exchange of information on risks and the results of risk analysis between
customs administrations. It is determined that the criteria can be developed both at the national level
and at the international or EU level. The information obtained from the results of inspections should be
taken into account in the risk management system for customs clearance and the system of selection of
enterprises for customs audit. Standard 14 of the Customs Blueprints duplicates the already mentioned
norm and stipulates that the audit of enterprises and operations should be carried out in relation to those
with a high level of risk (Customs Blueprints, Pathways to modern customs. Luxembourg: Office for
Official Publications of the European Communities, 2007).

In national legislation, there is no interpretation of the «risk management systemy, while there is a need
to unify and define its components for a common understanding of the essence and characteristics in the
course of scientific research and practice. The author, taking into account the norisk management system
of international documents and research of scientists, proposes to define the «risk management system»
in the context of customs control as «a set of tools, methods and actions used to detect, identify, formalize
and systematize signs of violation of the legislation of Ukraine on state customs affairs, and ensure the
implementation of selectivity of customs control and increase its efficiency».

Considering the experience of other countries in building a risk management system, attention should
be paid to the interaction of risk management systems during and after the release of goods. The customs
administration of the Federal Republic of Germany has implemented separate risk management systems
used during pre-release control, during customs control, clearance of goods, passage of goods, vehicles
across the customs border and after release of goods. Subjects of foreign economic activity for customs
post-release control, in accordance with international standards, are selected using an automated risk
management system: 90% by means of the risk management system and 10% by random selection. At the
same time, the number of inspections is selected immediately taking into account the number of employees
to form a balanced workload. The formed list of selected entities is adjusted by the employees of audit
departments taking into account the relevance of a particular audit. At the same time, such inspections are
carried out annually in respect of 2-3% of the entities registered by the customs.
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A unified risk analysis system has been developed for the customs administration of the Republic of
Lithuania, which integrates several modules — for risk management during pre-release customs control,
during customs control and clearance and after release of goods. The system contains lists of criteria, risk
profiles, which are evaluated on a point scale of «significance» and «probability» of risks. In addition, the
system has a built-in functionality of automatic updating of the relevant scores of criteria, risk profiles
after their development, taking into account the positive or negative results. That is, the information
obtained from the results of customs control and clearance is taken into account in the formation of risks
for the selection of entities for inspections after the release of goods, and the results of inspections are
taken into account in the formation of criteria, risk profiles that are triggered during customs control
and clearance. Similar systems for the selection of foreign economic operators for customs post-release
control are used in other EU member states.

Problems of risk management in the field of customs audit in Ukraine

The Customs Code of Ukraine, according to the author’s opinion, gives not enough attention to the issue
of risk management, and the definition of the term «risk» available in it, firstly, does not take into account
cases of non-compliance with international legislation on customs issues, and secondly, does not cover
possible violations of rules, legislation on other branches of law, which may result in violations of customs
legislation. Control with the use of the risk management system is limited to risk assessment by analyzing
the submitted documents in a particular case of movement of goods, commercial vehicles across the customs
border of Ukraine. At the same time, the study of possible risk during customs post-release control is not
limited to the analysis of the submitted documents, but also includes the study of all operations and tax
history of the entity, comparison of indicators of operations and activities of different entities, assessment of
available information and information received from other state and foreign authorized bodies, etc.

In practice, the State Customs Service has no appropriate software and methodology for risk
management for customs post-release control, including customs audit. There is no technical possibility
to automatically accumulate detailed information on the conditions under which the risks were triggered
during customs control and clearance of goods, detected violations or confirmation of the absence of
violations established by the results of previous control and verification measures identified by other units
or state bodies, the results of the appeal procedure.

The effective operation of the risk management system is the determining basis for reducing the
time of customs clearance and passage of goods and vehicles across the customs border. Therefore, the
development and implementation of a system for managing risks during post-release control, as well as
taking into account the results of post-release control in such an ASUR is an important component in
ensuring state control in the modern realities of international trade.

In order to analyze the actual work processes related to risk management and selection of foreign
economic operators in the framework of documentary inspections, we applied the modeling method. As
a result, it was found that the process of analyzing foreign economic operations and other data is full of
subprocesses that are not valuable for the final result. Part of the information is obtained from the risk
management system that is triggered during customs border crossing and customs clearance. Another part
of the risks is obtained from the Unified Automated Information System and manually processed by the
employees of customs audit units using Microsoft Excel product.

In our opinion, in the current conditions, the material and technical base does not allow the state body
to carry out a more detailed and in-depth analysis of data for post-release inspections. Thus, there is no
separate unit for data analysis, there are no objective tools for monitoring, analysis of work and updating
risks, including software. The data cannot be processed fully automatically due to the use of outdated
technologies, lack of unified approaches to the analysis of the systems. Taking into account the volume
of customs clearance, we are absolutely convinced that high-quality data analysis can be carried out only
with the use of modern analysis tools and software.

As a drawback of organizational support, we would like to note that the acts of inspections, which
are formed by the audit units, are not currently transferred to the risk management units of the customs
authorities. That is, the results of control activities are not actually taken into account in the development
of risk profiles, which contradicts international standards for risk management in the field of customs
(WCO Customs Risk Management Compendium:11).

It should be noted that today the practice of the State Customs Service provides for the exchange of
information in three areas: data exchange between the units of the State Customs Service, with other

Customs Scientific Journal, Ne 2, 2022 43



state bodies, with the authorized bodies of other countries. Instead, in the EU, customs offices have
established such partnerships with foreign economic operators that allow them to receive documents and
information from other countries through branches, representative offices of foreign economic operators
in other countries, which is an important information resource in the formation of risks and a source of
documentary evidence of violations.

Unfortunately, statistics on the quality of the selection criteria based on the results of inspections by
the State Customs Service are not kept. At the same time, as a result of participation in the experiment
on updating the criteria, the author collected data that in 2016-2018, the risks of violation of customs
legislation, according to which the business entities — legal entities were selected for scheduled inspections,
were confirmed during the inspection for about 20% of the selected business entities. At the same time,
the risks for which violations of the law were confirmed during the inspection amounted to less than 5%
of the total number of risks for which the selection of business entities was carried out. In our opinion,
today, in order to improve such control activities, it is necessary to develop more detailed risk indicators
and introduce the possibility of their continuous improvement and development depending on trends in
foreign economic processes.

The formation of a risk management system during customs post-release control requires a study of the
basis for categorizing violations of the law and established rules. Depending on the types of violations of
customs rules, the risk areas can be divided into the following: incorrect data on the characteristics/properties
of goods; smuggling/hiding from customs control; understatement (overstatement) of the customs value
of goods; incorrect classification of goods according to the Ukrainian classification of goods of foreign
economic activity; false data on the origin of goods; illegal receiving of tax benefits and exemptions; failure
goods declaration; declaration of goods under a different name (Rudnichenko, 2012:17).

At the same time, given that the purpose and peculiarity of post-release control is also due to the study of
various aspects of the activities of economic entities, and not only their import-export operations, the list of
risk areas for customs post-release control should include: tax burden, profitability; data on the characteristics
/ properties of goods; data on logistics, storage of goods; counterparties; classification of goods according to
the Ukrainian classification of goods of foreign economic activity; origin of goods; customs value of goods;
benefits and exemptions from taxation; undeclared goods; undeclared goods; concealment from customs
control; subjective circumstances (changes in the industry, market, legislation, etc.).

In general, the risk criteria for such control can be conditionally divided into those that characterize
the reliability of the subject of foreign economic activity (duration of the period of work, number of
employees, results of previous inspections of regulatory authorities, analysis of counterparties, arrears
of customs payments, etc.) and those that characterize the results of customs clearance (comparison of
the level of customs value, analysis of classification decisions, route of delivery of goods, volume of
balances in the processing mode, risks that were triggered during customs clearance and the results of
their development, etc.)

Within the classification of risk factors used in the customs sphere, based on the study of scientific
literature, open sources of information, the author has formed the main objective and subjective risk
factors during customs post-release control. Objective risk factors (regardless of the actions of customs
officials): the level of military and economic security, changes in customs legislation, the level of
information support of foreign economic activity entities, established prohibitions and restrictions, the
level of tax rate (payment, fee). Subjective risk factors (depend on the quality of the work of the State
Customs Service): clarity, transparency, frequency of changes in the rules of customs control technology
and work processes, clarity, simplicity of information systems of the State Customs Service; quality of
training during employment and throughout the period of work; transparency of the career development
procedure, level of information exchange with other state and foreign authorized bodies.

Mechanisms for guaranteeing the payment of customs duties

An important component of trade facilitation and the transfer of customs controls to the post-release
stage is the guarantee of payment of customs duties. Standard Rule 3.14 of the Kyoto Convention states
that, subject to the provision of the necessary guarantees to ensure the collection of any duties and taxes
payable, the release of goods shall not be delayed. The legislation defines the list of cases that require the
provision of guarantees, the form of presentation of guarantees and the amount of guarantees (Standard
Rules 5.1 —5.3 of the Convention). According to the EU Customs Code (Article 89), the guarantee provided
for a certain declaration shall apply to the amounts of customs payments corresponding to the customs

44 Customs Scientific Journal, Ne 2, 2022



debt in respect of all goods under such declaration or exempted from payment under such declaration,
regardless of whether such declaration is correct. The guarantee shall cover the amounts of payments
determined to be payable as a result of control measures carried out after the release of goods.

Thus, the application of simplified procedures during customs border crossing and customs clearance
is ensured in the EU by guarantees of payment of customs duties for most customs regimes. In Ukraine,
such a system of guarantees is currently absent, but its implementation is appropriate.

Experience of the Customs Administration of the Czech Republic is interesting in the part of guarantee
system, where the legislation defines full (for more than one transaction) and individual (for one transaction)
guarantees, which meets the requirements of international standards. The forms of guarantee that can be
used are: deposit (cash), guarantor’s obligation or other forms that provide equivalent security. Guarantees
can be provided for 100%, 50%, 30% and 0% of the calculated amount, depending on the type of debt
and positive or negative history of the subject of foreign economic activity, subject to the provision of
additional information to the customs (Customs Act of the Czech Republic. Dated July, 2016).

The full guarantee is valid throughout the EU and is limited to the dates indicated in the permit.
The guarantee of payment of the monetary obligation is provided both for the already accrued customs
«debt» during the regimes of release for free circulation, final use, temporary importation with partial
exemption from import duties, and for the potential one that may arise in the future, during special
regimes: transit (external, internal), storage (in a customs warehouse, temporary storage), special use
(temporary importation, final use), processing (in the customs territory). Such guarantees cover almost
100 percent of customs declarations submitted for customs clearance. At the same time, such guarantees
apply to additional amounts of customs payments during post-release control, fines and other monetary
obligations, debts.

Conclusions and prospects of the research

Summarizing the above, we can state that improving the economic security of Ukraine depends on
the introduction of new mechanisms of public administration, including in the field of customs control.
Therefore, we consider it fundamental to improve existing mechanisms and find modern tools for effective
customs control, including after the release of goods, taking into account the best international practice.

Taking into account that the scientific literature has not yet developed a unified approach to the
definition, and there is no definition of «risk management system» in the national legislation, there is
a need for its unification to simplify and unify the understanding of this term in the course of scientific
research and practice. In the context of customs control, the «risk management system» is proposed to be
defined as a set of tools, methods and actions that are used to detect, identify, formalize and systematize
signs of violation of the legislation of Ukraine on state customs affairs, and ensure the implementation of
selectivity of customs control and increase its efficiency.

A real step towards simplification of trade procedures, including by reducing the time of customs
clearance and passage of goods and vehicles through the customs border by transferring a significant
part of the activities carried out by customs authorities to the stage after the release of goods, may be the
development of detailed unique risk indicators to be applied during pre-release, release and post-release
customs control, as well as the introduction of a system of guaranteeing the payment of customs duties for
most customs regimes based on the EU model.

We are convinced that important components in ensuring state control in the modern realities of
international trade are the development of risk (selection) criteria and risk management system for post-
release control, as well as taking into account the results of post-release control in the ASUR. The objects
of customs risk analysis for post-release inspections are extremely specific, due to a wide range of legal
requirements, the control of compliance with which is entrusted to the State Customs Service of Ukraine,
processes and factors affecting the economic activities of foreign economic operators. To improve the
efficiency of audit control, the List of risk (selection) criteria for customs post-release control, which are
comprehensively formed in the context of industries, is proposed.

In the current conditions of the economic and organizational crisis of the customs authorities, their material
and technical base does not allow to fully carry out a detailed and in-depth analysis of data for post-release
inspections due to the use of outdated technologies, lack of objective tools and methods for data analysis
and monitoring, as well as staffing problems. Taking into account the volumes and dynamics of customs
clearance, we consider the development of a special software package for the formation of risks (selection
criteria) in relation to foreign economic operators during post-release control measures to be a priority.
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Cmammio npucesueno ananizy eghexmugHOCi MUMHO20 KOHMPONIO NICIA 6UNYCKY MOBAPIE, 3 ACYBAHHIO Micys ma
SHAYEHHS CUCTEMU AHANI3Y PUSUKIG Y NepesipoyHill OISIbHOCMI, A MAKOIC BAUSY YIEL CUCeMU MA THUUX (PaKmopie
HA pe3yIbmamugHichiy ayoumopcoko2o KoHmpomio. Jlocriodcents npogedeno 3 ypaxyeanHaM MINCHAPOOHUX ma
€BDPONELICLKUX CMAHOAPMIE MUMHO20 NOC AYOUnty, HOPMAMUGBHO-NPAGOSUX MA OP2AHI3AYIUHUX 3ACa0 MAKOP
disnbHocmi 8 Yxpaini.

Memoto cmammi € eKOHOMIYHULL AHAM3 DPe3YIbMAMUSHOCHI AyOUMOPCLKO20 KOHMPOMO 6 Mumuii cghepi,
NOpiHAHHS 0a306uUx 3acad 11020 30iliCHeHHA MumHUYAMU YKpainu ma 3apy0ixcHux Kpait, 8i0wyKkanusa gaxmopie
niogueHHs 1020 eqheKMUBHOCMI.

Memoou. [[ns niocomoexu cmammi GUKOPUCIAHO MemOOU aHAni3y ma cuHmesy (01 GUAGLEHHA (DaKmopig
nioGUUIeHHs — eKOHOMIYHOI  pe3yIbmamusHOCmi — NepegipouHoi  pobomu),  CHMpPyKMYpHO-@yHKYIOHATbHUL
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gidomocmell npo Xapaxmep, 3a60aHHA MA HACTIOKYU MUMHO20 KOHMPONIO NICSL 6UNYCKY MOBAPIE Y PI3HUX KPAIHAX),
MOOeno8anta (018 NPoGeOeH s aHANI3y (PAKMULHUX POOOYUX NPOYECi8, MO8 A3AHUX 3 YIPAGTIHHAM PUSUKAMU MA
8i0bopom cy0’ekmig 6 pamKax npoeedeHHs: Nepegipox), Olaniekmuynutl (01 PO3YMIHHS 63A€MO36 3Ky 0a306UX
e1eMeHMi6 KOHMPOLbHOL OiSIbHOCIE MUMHUX OPeAHI6).

Pesynvmamu. B cyuachux ymosax eKOHOMIMHOI ma Opeaizayitinol Kpusu (DYHKYIOHY8AHHS MUMHUX OpP2aHie ix
MAmepianbHO-MexHIiYHa 0a3a He 00360/51€ Y NOGHIN MIPT 30IICHIO8AMYU 0eMANI306aHULl MA 2TUOOKULL AHANT3 OAHUX
07151 NPOBeOCHHsL NEPeBipOK NiCIsl GUNYCKY MOBAPIs uepe3 GUKOPUCIAHHS 3ACMAPIIUX MeXHON02Il, 8I0CYMHICIb
00 €KMuUsHUX THCMpPYMeHmie ma MemoOux anaunizy 1 MOHIMOPUHZY OaHuX, a MAKoXC NpoOneMu Kaopogozo
3a0e3neyenHs.

Jns niosuiyennss ehpekmusHOCmi MUMHO2O KOHMPOTIO Y MOMY YUCTI 4epe3 CKOPOUeHHS 4acy OQopMIeHHs ma
NPONYCKYy MO8apia yepe3 MUmHull KOPOOH 3A60KU NEPeHeCeHHi0 3HAYHOI Yacmunu 3axodie Ha eman nicis ix
BUNYCKY, HA2ONOULEHO HA HEOOXIOHOCI PO3POOKU Demaniz08anux IHOUKAMOPIE PUSUKY, WO 3ACTOCOBYBAMUMYMbCSL
nid Yac nonepeoHvbo2o, NOMOYHO2O MA HACMYNHO2O MUMHO20 KOHMPOMO, A MAKOHC 6HPOBAONCEHHS CUCTEeMU
2APAHMY8AHHS CILAMY MUMHUX NAAMENCI8 0151 OLIbWOCTT MUMHUX pevxrcumig 3a modenno €C.

3 Memoio 6npoBaddHCceHHs 8 NPAKMUYHY OIATbHICIb MUMHUX Opeanis agmopom pospobnenui Ilepenix kpumepiig
Pu3uK (81000py) 05t MUMHO2O KOHMPONIO NICL 6UNYCKY MOBADIB, SKI KOMIIEKCHO ChOPMOBAHO Y po3pizi eanyseil.
Bucnoexu. Ocnosni 3acadu mumnoi ayoumopcovkoi OisLIbHOCMI IPYHMYIOmMbCca Ha pekomeHOayiax Bcecgimmuboi
mumHnoi opeanizayii (BMO) ma € ynighixosano 6nposadicenumu 6 npaxmuyny OULIbHICMb NePegaicHol OLbWOCI
MUMHUX aoMIHicmpayitl Kpain cgimy. Basxcnugumu ckiadogumu y 3a0e3neyenti 0epacagHoeo KOHMpPomo Y CYHaCHUx
Peanisx MidcHapoOHoi mopeieii € po3pobka Kpumepiig pusuxy (8i0bopy) ma cucmemu YNpagiiHHs pusukamu oOJs
30iliCHEHHA KOHMPONIO RNiCIA 6UNYCKY MOBAPIS, 4 MAKONC BDAXY8AHHA De3YNbMAamis KOHMpPOu0 NiCis 6UnycKy
mosapie ¢ ACYP. 00 ’exmu ananizy MumHux pusuxie O0isi NPOGeOeHHs Nepegipox NiCs GUNYCKY Moeapie € Kpail
creyughiuHuMUL, 1o 00YMOBIEHO WUPOKUM CHEKIPOM 6UMO2 3AKOHO0ABCTMBA, KOHMPOTb OOMPUMAHHSL SIKUX NOKTADEHO
Ha Jleporcmumciyscoy, npoyecie ma paxmopis, wjo enausaomy Ha 20CROO0APCLKY disivHicmy cv6 ‘exmie 3E/].

KruoBi ciioBa: ekoHoMiuHa Oe3lieka, MUTHUH KOHTPOJb, ayluT, iHAUKATOPU PU3UKY, TapPaHTIl CIUIaTH
[UIATEXKIB.
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IMPACT OF THE RUSSIAN-UKRAINIAN WAR ON MIGRATION PROCESSES
IN THE REGION

The purpose of this research is to identify some problematic aspects of the migration processes that resulted
from the large-scale Russian aggression against Ukraine, as well as to identify possible ways to address these
problems.

Methods. A method of content analysis of existing publications over the past few years has been used, which
have been published in the mass media and address the problem of migration processes around Ukraine.
Also, a statistical method was used, which analyzed official statistics for 2020-2021 and the first half of 2022,
collected by border institutions of Ukraine, Moldova and other countries, adjacent to Ukraine.

Results. The Russian-Ukrainian war declared by Russia in 2022 has a significant impact on migration
processes in this region. It has influenced both the qualitative and the quantitative characteristics. The
traditional and already habitual migration of citizens from other continents has been completely replaced by
the mass movement of Ukrainian citizens to neighboring countries in search of international protection. At the
same time, military operations continue and therefore migration flows are consistently high. The simultaneous
mass movement of people across the State border leads to an accumulation of people at checkpoints and the
need for their rapid registration and evacuation from territories dangerous for their lives. This was difficult
for Ukraine, so it had to simplify border control procedures and stop entering information on border crossings
into the relevant database, as well as simplifying the availability of passport documents for border crossing.
However, other problems may arise when simplifying classic border control procedures. We are talking about
the possibility of criminals escaping from the search and the possibility of trafficking in persons, including
children.

Conclusions. The solution of the problem of fast and safe border crossing by the seekers for asylum could
be implemented via joint border control of people on the territory of a neighboring State, where there are
safer conditions for processing migrants. It will also provide an opportunity for representatives of the two
countries to simultaneously check the problems that may arise during border control.

Key words: migration processes; regional migration; international migration; war; immigration law; Ukraine.
JEL Classification: F22, H56, R23, K37, O15.
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orcid.org/0000-0002-4035-4431 of many states have opened, the rules of crossing state borders have
become clear to travelers and are already familiar to a certain extent.

At the same time, another threat was “smoldering” and brewing
in the center of Europe, which could radically affect migration in this
region. More specifically, it is the annexation by Russia of part of the
territories of neighboring states.
This has resulted in more than 280,000 internally displaced persons

from Abkhazia and the Tskhinvali region / South Ossetia registered
in Georgia as of 31 December 2020, for example (UNGA, 2021).
The number of internally displaced persons in Georgia has increased.
In Ukraine (as of 2019), the number of internally displaced people
from the illegally annexed Crimea by Russia and occupied Donbas
amounted to more than 1.4 million people (In Ukraine, 2020). More
than 51,000 civilians were registered as internally displaced persons
in the right-bank part of Moldova (Moraru, 2012).
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Russia’s local territorial claims in Georgia, Moldova, Ukraine and other countries have clearly led
to massive movements of migrants from the occupied territories both within the country and to other
countries, especially neighboring states.

Since 24 February 2022, when Russia launched a large-scale war with Ukraine, such migratory
movements have changed their nature and became of global rather than local concern.

Internal displacement of citizens increased dramatically to more than 8 million (UNCM, 2022). At the
same time, it is worth noting the transformation of these processes and the departure of migrants from the
country to seek temporary protection in countries of Western Europe and other continents.

In the first four months of the war alone, more than 7 million people left Ukraine. Of these, 89% went
to the EU member states and 11% to Moldova. Many migrants left neighboring countries for the American
continents, and residents of areas bordering Russia were forcibly deported by the aggressor state to their
territory.

The problems of migration in the modern world, and in particular in the Central European region
bordering Ukraine, have been studied by a small number of authors. These include studies by N. Bortnyk,
A. Gorny, E. Libanova, O. Malynovska, S. Odynec, S. Khalymon, M. Jaroszewich and some others. At the
same time, the problem of the impact of the Russian-Ukrainian war on migration processes in the region
has not been the subject of research and is of significant research interest. That problem was linked to a
new wave of migration that would go down in history and should be studied in greater depth, including
through the perspective of neighboring countries.

Purpose and methodology

The purpose of this research is to identify some problematic aspects of the migration processes that
resulted from the large-scale Russian aggression against Ukraine, as well as to identify possible ways to
address these problems.

General scientific and special methods were used to achieve this goal. Thus, a method of content
analysis of existing publications over the past few years has been used, which have been published in the
mass media and address the problem of migration processes around Ukraine. Also, a statistical method
was used, which analyzed official statistics for 2020-2021 and the first half of 2022, collected by border
institutions of Ukraine, Moldova and other countries, adjacent to Ukraine.

Migration on the Ukrainian-Moldovan section of the state border

Migration has been, is and will continue to be a widespread phenomenon due to a number of factors.
For most of the world’s nations, this was a tangible and growing phenomenon until 2020. Over the years,
the influx of migrants has increased dramatically, primarily due to the unstable situation in the Middle
East, the emergence of terrorist organizations, the difficult economic situation, etc. (Kuryliuk, 2020). It is
known that from the existing problems, especially from illegal migration, EU member States have been
suffering for quite some time, as there has been a significant influx of refugees from Syria, Iraq and other
countries into the region for many years.

Over the past 20 years, Ukraine and Moldova have become transit countries for illegal migration to
EU countries. According to various analytical estimates, over the past ten years, from 800 thousand to 1.6
million illegal immigrants have been permanently housed on the territory of Ukraine alone (Luptakova,
2009). They were patiently waiting for their chance to move to one of the neighboring member States
of the European Union. Therefore, Ukraine and Moldova, having a good geographical location, have
significant opportunities for significant migration flows.

Moldova is a country in southeastern Europe that borders Ukraine and Romania. The total population
is 3.3 million people. About 12.3% of the territory is occupied by unrecognized Transnistria. The total
length of Moldova’s border is 1,906 km, of which 1,222 km is the border with Ukraine.

For 2.5 decades, migration flows from Ukraine were divided by almost half between Russia and Europe,
with a pronounced circular nature of the labor exchange with Russia, and a large number of Ukrainian
citizens ate to stay in European countries for a long time (Libanova, 2018).

The situation with Moldova is similar. Thus, labour migration in Moldova is considered to be one of
the highest in the world. Approximately 300,000 persons, or 25% of the economically active population,
who recently returned to the country, worked or intended to work abroad (Cajka, 2014).

At the same time, labour migration to Russia, compared to 2019, is becoming less diversified, as more
than 80% of Russian migrant workers are mainly citizens of Tajikistan, Uzbekistan and Kyrgyzstan.
Their number decreased by only 12%. If you look at the number of migrants from Ukraine and Moldova,
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Figure 1. Dynamics of Moldovan-Ukrainian state border crossing

it decreased by 5 times. At the same time (compared to the end of 2014 and the beginning of 2022) the
number of Moldovans in Russia decreased by 7.5 times (Moldovans, 2022).

However, this decline was short-lived. With the establishment of clear rules for crossing state borders in
the conditions of COVID-19, a gradual increase in cross-border mobility began by mid-2021, and by the end
of the same year it became even greater than it was before the quarantine. At the same time, the proportion
of Ukrainian citizens crossing the Ukrainian-Moldovan part of the border varied annually around 32%, until
the beginning of the open military aggression of Russia against Ukraine on February 24, 2022.

Migration on the Ukrainian-European section of the state border

Migration processes on the Ukrainian-European section of the state border have always been
characterized by the active movement of citizens, both to European countries and to Ukraine.

Ukraine is a State in the geographical center of Europe that borders with Moldova, Romania, Slovakia,
Hungary, Poland, Belarus, Russia, as well as by sea with Georgia, Bulgaria and Turkey. The total length
of the border of Ukraine is almost 7 thousand km.

Over the past decades, the number of trips of Ukrainian citizens to the EU has increased markedly and
only in 2015 amounted to 12.5 million, and in 2014 — 10.5 million. In conditions of sharp impoverishment
of the population, the purpose of leaving for Europe, as a rule, was employment. A survey conducted in 2015
by GfK-Ukraine commissioned by IOM showed that the number of Ukrainians planning to find a job abroad
in the near future or who have already found such a job increased by 2% compared to 2011 (IOM, 2015).

Between 2020 and 2021, the COVID-19 pandemic undoubtedly had a major impact on these processes.
It was reflected in various fields and could not help influencing migration processes. However, restrictions
on cross-border mobility caused by the pandemic did not stop migration from Ukraine to the EU, although
they significantly hindered its implementation. Departure from Ukraine was in some way not so much
reduced, but simply suspended, postponed for some time.

Since the introduction of the lockdown, according to some estimates, 300—400 thousand Ukrainians
have returned to Ukraine in 2020, who faced serious difficulties in finding job and immediately tried to
return to the country of employment at the first opportunity. Thus, according to a survey of Ukrainians
who lived in Poland before lockdown, conducted in June 2021, a third of them could not find a job in
Ukraine, 70% expressed a desire to return to work in Europe in the near future (Malynovska, 2021).

In total, 3.1-4.3 million people leave Ukraine annually to the EU member states. Of these, the share
of Ukrainians is about 88%. On average, more than half of these crossings take place on the Ukrainian-
Polish border and a quarter on the Ukrainian-Hungarian border (see fig. 2)

Analyzing statistical information on the Figure 2, it can be concluded that, unlike the situation on
the Ukrainian-Moldovan border, restrictions on movements introduced in 2020 to prevent the spread of
COVID-19, did not lead to a sharp decrease in the mobility of citizens to Hungary and Romania and only
contributed to a decrease in the number of crossings of the Ukrainian-Polish and Ukrainian-Slovak parts
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Figure 2. Dynamics of border crossing from Ukraine to EU countries

of the state border. This can be attributed to the different approaches in the implementation of countries’
health policies and related restrictions (Nikitin et al, 2020).

Significant changes in the migration processes of these member states of the European Union have
already occurred since Russia’s open military aggression against Ukraine, which began on February 24,
2022, which is clearly visible in the results of statistics on border crossing from Ukraine to the EU.

Changes in migration processes in the region after February 24, 2022

Since Russia unleashed a large-scale Russian-Ukrainian war on February 24, 2022, a sudden migration
of people to the European Union countries and Moldova began, as well as transit through these countries
and other states, seeking temporary refuge for themselves and their family members.

Such a sharp migration flow is undoubtedly historical, but it is incomparable in its consequences
with the migration crisis of 2015, when European countries resisted the flow of migrants. In the same
year, Moldova and the EU demonstrated their commitment to the principles of humanism and good-
neighbourliness and created an opportunity for the residents of Ukraine to leave as quickly as possible
the dangerous region and move to their countries. At the same time, crisis centres and camps for asylum
seekers were established in their territories. The European, Moldovan and other international community,
including human rights organizations, united in one rush and provided humanitarian support to Ukrainian
refugees, accommodated them in their homes, gave them clothes and everything they needed, since many
Ukrainians abandoned everything and left in almost what they were in and with children in their arms.

Undoubtedly, the beginning of the Russian-Ukrainian war on February 24, 2022 led to qualitative and
quantitative changes in migration flows in the region.

Qualitatively, compared to previous years, and logically, among both internally displaced persons and
international migration, Ukraine has seen a significant increase in its citizens, and the traditional migration
of East and Asian citizens has virtually ceased. In addition to armed conflict, this trend is due to the
complete closure of the Belarusian-Ukrainian and Russian-Ukrainian sections of the state border and the
blocking of traffic routes in southern Ukraine, including maritime.

Also, due to the war, there is an increase in cases of illegal crossing of the state border by EU citizens to
leave Ukraine. Thus, for the whole year 2020, 60 illegal crossings of the Ukrainian border, both for entry
and exit, committed by citizens of EU member states were recorded. Whereas, in the first half of 2022
alone, and only for departure from Ukraine, Ukrainian border guards recorded 64 attempts to illegally
cross the border by such a category of citizens. However, it should be noted that Ukrainian citizens, when
leaving Ukraine, crossed the state border in various ways (legally and illegally), and the incidences of
illegal border crossing increased six fold.

The greatest “blow” to the border infrastructure from the simultaneous influx of a significant number
of migrants (see fig. 2) was taken by Poland, which allowed more than 4.5 million people into its territory
in the first half of the year, which is three times more than, for example, in the second half of 2020,
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when only 1.5 million people entered Poland from Ukraine. Also, the flow of Ukrainians to Slovakia
increased significantly, which annually let about 370 thousand people to pass. However in the first half
of 2022 the number of Ukrainians to Slovakia was estimated more than 623 thousand people. Hungary
received a relatively smaller influx of migrants, where the number of people crossed the country this year
(1.1 million) was even less than in the second half of last year (1.2 million).

However, it should be noted that, unlike refugees from the East and Asia, the stay of Ukrainian citizens
in the EU member states is temporary. This trend has been noted by other researchers before (Gorny,
2020) and is confirmed now. Despite the ongoing hostilities in Ukraine, the citizens of this country are
returning to their homes. This is evidenced by official statistics. Starting from February 24 to August 1,
2022, more than 5.1 million Ukrainians have been registered to enter Ukraine.

However, the analysis of statistical data of the Ukrainian authorities and border institutions of the EU member
states neighboring Ukraine (Romania, Hungary, Slovakia and Poland) demonstrated significant quantitative
differences between persons who left Ukraine and those who are officially registered to enter the EU.

In particular, since the beginning of the active phase of the large-scale Russian—Ukrainian war until
August 1, 2022, according to the Ukrainian border service, 8.7 million people have left Ukraine for the
EU, including more than 7.7 million citizens of Ukraine. At the same time, according to information
received from the countries of entry of these citizens, almost 780 thousand more citizens of Ukraine were
registered for entry.

The situation is similar on the Ukrainian-Moldovan section of the state border. If Ukraine accounted
for 1 million 43 thousand people to travel to Moldova in the first half of 2022, then Moldovan border
guards accounted for 1 million 348 thousand.

Such statistical differences are due to the fact that in the first few weeks of an unforeseen increase in
the intensity of departure from Ukraine, which arose due to military aggression on the part of Russia, the
Border Agency of Ukraine decided to simplify the border control procedure. The simplification included
the temporary suspension of the entry into the relevant database of information on the crossing of the state
border by women and children from the number of citizens of Ukraine.

In addition, during the mass and almost simultaneous departure from Ukraine in search of temporary
protection, many citizens of Ukraine did not have foreign passports, including biometric ones, which
would give them the right to enter the EU and other countries. In this regard, the host states, due to the
real danger to the lives of Ukrainian citizens, gave them the opportunity to enter their territory using other
documents that confirmed their identity (common civil internal passports, identity cards, driver’s licenses,
birth certificates, etc.), and in some cases by photocopies of such documents.

However, differences in border crossing statistics are not such a big problem that may arise when simplifying
border control procedures. In our view, more dangerous consequences may arise if the verification of persons by
databases is abolished. Such simplification can lead to the fact that the following people can leave the country:
wanted people, or people prohibited from leaving the country due to existing tax or alimony obligations, as well
as persons who are under investigation with a written undertaking not to leave the country.

The threat of child smuggling can also be quite dangerous when border controls are simplified. These
may be cases of children leaving on their birth certificates and accompanied by one of the parents, who
will only have a copy of the passport. In addition, there may be situations in which citizens will not be
checked against the database, and it will contain information about the ban on the departure of a minor
child according to one of the parents, due to unresolved family relationships between parents at the place
of residence of their child. Such actions are on the verge of trafficking and require special attention to
prevent criminal acts against vulnerable categories, such as children. These problems indicate the huge
role of each of the classical border control procedures and the need to carry them out even in case of crisis
or emergency situations. This can protect both the state of departure and the host country from the risk of
a threat to their national security.

It also avoids the violation of fundamental human rights, including possible gender-based violence or
sexual exploitation of persons leaving with copies of passports, as well as the violation of the rights of
children who may be trafficked out of the country.

Conclusions

The study showed that the Russian-Ukrainian war declared by Russia in 2022 has a significant
impact on migration processes in this region. It has influenced both the qualitative and the quantitative
characteristics.
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The traditional and already habitual migration of citizens from other continents has been completely
replaced by the mass movement of Ukrainian citizens to neighboring countries in search of international
protection. At the same time, military operations continue and therefore migration flows are consistently
high. A significant number of internally displaced persons are becoming asylum seekers, and the attitude
of EU member states to this influx of migration is significantly different from that of the 2015 migration
crisis. Migration caused by the Russian-Ukrainian war demonstrated the commitment of Moldova, the EU
and many other States to the principles of humanism and good-neighborliness.

However, such mass movements have demonstrated some organizational problems affecting the speed
and effectiveness of border control, ensuring international protection, etc.

In particular, the simultaneous mass movement of people across the State border leads to an accumulation
of people at checkpoints and the need for their rapid registration and evacuation from territories dangerous
for their lives. This was difficult for Ukraine, so it had to simplify border control procedures and stop
entering information on border crossings into the relevant database, as well as simplifying the availability
of passport documents for border crossing.

Of course, this simplification makes it possible to quickly let people through the border and save
their lives, which is fully consistent with the Universal Declaration of Human Rights of 1948. However,
other problems may arise when simplifying classic border control procedures. We are talking about the
possibility of criminals escaping from the search and the possibility of trafficking in persons, including
children.

The solution to this problem can be the possibility of implementing joint border control of people on
the territory of a neighboring state, where there are safer conditions for processing migrants. It will also
provide an opportunity for representatives of the two countries to simultaneously check the problems that
may arise during border control. In our view, it is in the settlement of such problems that States should
deal with in the future, as in the experience gained by Ukraine.
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BIIJIUB POCIMCHbKO-YKPATHCHKOI BINH! HA MITPAIIIHI ITPOIIECH B PET'TOHI
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Memoto yb020 00CHIONHCEHHS € BUSHAYEHHS OKPEMUX NPOOIEMHUX ACNeKmie MiepayiiHux npoyecis, wo cmanu
HACTIOKOM WUpoKoMacwmabroi pociticekoi azpecii npomu YKpainu, a maxoxc USHAUEHHA MONCIUBUX ULIAXIB
BUDIWLEHHS YUX NPOOIEM.

Memoou. Buxopucmaro memoo KOHmMeHm-aHai3y HAs6HUX nyonikayitl 3a 0CMAHHI KiibKa poKis, aKi nyoniKyeanucs
¥ 3MI ma npucesueni npobnemi miepayitinux npoyecie ¢ Ykpaini. Taxkooxc 0y10 GUKOPUCIAHO CIAMUCTIUYHUL
Memoo, 3a 00NOMO20I0 K020 NPOaHanizoeano odiyitiny cmamucmuxy 3a 2020-2021 poku i nepwie nigpiuus
2022 poxy, 3i6pany npuxopOoonHumu gidomcmeamu Yxpainu, Mondosu ma inuiux cymixcHux 3 Ykpainoio kpain.
Pesynomamu. 3naunuii gniug na micpayiiini npoyecu 8 YyboMy pe2ioni Mae pocilicbKO-yKpaiHCbKa GiliHa, 02010UeHA
v 2022 poyi. Lle eniunyno ax Ha AKicHi, max i Ha KinbKicHi xapaxmepucmuku. Tpaduyitiny i edice 36uuHy miepayiio
2POMAOAH 3 THUUX KOHMUHEHMIB NOBHICINIO 3AMIHUIO MACo8e nepeMilyerHs 2poMaosn YKpainu 0o cyciouix Kpain
¥V NOWYKAX MINCHAPOOHO20 3axucmy. Boonouac siticbkosi 0ii mpusaioms, momy Miepayiiini nOMOoKY 3a1Uuarmscs
cmabinbro gucokumu. QOHOYACHe Macose nepemiyeHns 1o0el uepes 0epicagHUll KOPOOH NPU3E00UMb 00 CKYNYEHHS.
J00ell Y HyHKMAX HPORYCKY ma HeoOXiOHocmi ix weuoko2o oopmienHs ma eeaxkyayii 3 Hebesneynux 0is Hcumms
mepumopiii. [na Yxpainu ye 6yno easicxo, momy iii 008e10Cs1 CHpOCIUmu npoyedypu NPUKOPOOHHO20 KOHMPOIO
ma npURUHUMY 8HecenHs iHpopmayii npo nepemun KOpOOHy 00 8ION0GIOHOI 6A3U OGHUX, 4 MAKONHC CHPOCTHUMU
HAABHICMb NACNOPMHUX OOKyMenmie 0na nepemuny kopoony. OOHAK HpU CRPOUWEHHi KAACUUHUX HPOYeoyp
HPUKOPOOHHO20 KOHMPOIIO MOXCYMb BUHUKHYMU iHuti npoonemu. Moea tide npo moxciugicmsy gmeui 3104UHYIE 8i0
PO3WYKY Ma UMOBIPHICIb MOP2ieni 100bMil, 8 MOMY YUCTT OimbMU.

Bucnosku. Bupiwenns npodiemu weuokoeo ma 6e3neunozo nepemuHants 0epuHCcagHo20 KOPOOHY WYKAUAMU 3aXUCTHY
Modice Oymu peanizo8ano WIAXOM CHITbHO20 NPUKOPOOHHO20 KOHMPOMIO 0CiO Ha mepumopii cycionvoi depocasu,
Oe € Oinbiu Oe3neuni ymosu 0na oopmaenna miepanmis. Lle dacme maxodc modxciusicms 00HOUACHOT nepegipKu
NPeOCMAagHUKAM 080X OEPHCAB MUX NPOOLEM, AKI MONHCYMb UHUKHYMU Ni0 Yac NPUKOPOOHHO20 KOHMPOTIO.
KurouoBi cj1oBa: MirpariifHi mporecy; perioHajibHa Mirpartis; MiXKHapoHa Mirpailis; BiifHa; Mirparriiae
paBo, YKpaiHa.
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INTERNATIONAL RATING INDICATORS OF THE STATE
OF THE BUSINESS ENVIRONMENT AND THEIR USE IN MANAGEMENT

The purpose of the article is to determine the features and potential of international rating indicators for
assessing the state of the business environment in the country, the possibilities of their use in management
practice and ways to improve such an assessment.

On the basis of a system analysis, the advantages and limitations of international rating indicators as indicators

of the state of the business environment in the country are analyzed. Methods of scientific generalization were
used to formulate the conclusions of the study. Statistical analysis made it possible to compare the dynamics

of international rating indicators and the dynamics of foreign direct investment inflows on the example of the
Ukrainian economy. Graphical analysis was used to evaluate the components of the international ranking
for Ukraine. The comparison method was used to characterize the features of the business environment
assessment using the most famous international rating indicators.

A comparative analysis of the most well-known international rating approaches to assessing the state of the business

environment has been carried out. Their indicator possibilities and limitations are determined. They were assessed
Jor their complexity, validity and possibilities of practical use at the macro- and micro-levels of management.

1t has been determined that international ratings perform a certain signalling function for both residents and
foreign investors, which creates opportunities for their use in the analytical work of managers at the business

level. At the same time, the example of Ukraine shows the lack of correlation between rating indicators (such as

Doing Business indicators) and indicators of foreign direct investment. This testifies to the ,,loyal” influence of
international ratings on the behaviour of foreign investors. It has been determined that international ratings are
based on methods that do not provide a sufficiently comprehensive coverage of the problem of assessing the business

environment; to a greater extent, they are “aspect indicators” (primarily of legal and regulatory assessment). It
is noted that in international ratings, mainly expert data is used, which makes the subjective factor dominant.

Methods of international ratings provide for the assessment of the business environment due to the characteristics

of its conditions, and not because of the resulting indicators of its functioning. Further developments to improve the
assessment of the state of the business environment can be aimed at reducing the role of the subjective factor and
introducing indicators of an actual resultant nature, in particular, indicators of attracting foreign direct investment.

If the assessment “by conditions” occurs mainly on the basis of expert assessments, then the use of assessment
methods “by results” means the transition to the use of actually statistical indicators. It is proposed to use foreign

investment indicators as the resulting actual indicators of the state of the business environment.

Key words: International Ratings, Business Environment, Management, Business Environment Indicators,
Foreign Investments.

JEL Classification: M1, E66, F21.

Introduction
In each country, a certain business environment is being formed.
The country’s business environment can be viewed as a system
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of factors and subjects whose action affects the conditions,
opportunities and results of the market activity of businesses.
Assessment of the state of the country’s business
environment, on the one hand, is an important component
in determining the potential of its economy, opportunities
and development prospects. On the other hand, it is believed
that the state of the business environment has a certain
foreign economic significance, primarily in the context of the
formation of the corresponding interest of foreign investors.
In addition, assessing the state of the business environment is one
of the important analytical aspects of the work of managers at
the business unit level. A prerequisite for effective management
decisions is a qualitative analysis of the operating environment,
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as a result of which business chances should ultimately be found and business risks for subjects
of market competition should be identified.

The state acts as one of the key regulators of the economic sphere of public life. The quality of regulation
affects the state, dynamics and prospects for changes in the business environment, the capabilities and
behavior of enterprises, both residents and non-residents.

The quality of state regulation of the state of the country’s business environment implies the
creation of attractive conditions for foreign investment to enter the country’s economy. Attraction of
foreign investments takes place in the conditions of global competition for investment resources. The
Ukrainian economy needs a significant influx of foreign investment, which, of course, actualizes the issue
of improving the business environment in the country.

Analysis of recent research and publications. First of all, attention is drawn to regular studies of the
business environment as a whole and its individual components, conducted by certain international
organizations. In particular, projects Doing Business (Doing Business, 2022), World Economic Forum
(World Economic, 2022), IMD World Competitiveness Center (IMD World, 2022), European Business
Association (European Business, 2022), Corruption perceptions index (Corruption perceptions, 2022).
Among the publications on the issues of the business environment of Ukrainian authors, one can, in
particular, mention the study by A. Zadoia (determining the impact of a country’s place in the DB rating
on the scale of foreign direct investment (Zadoia, 2018)), Yu. Vizniak, R. Skrynkovskyi, T. Protsiuk
(corruption factor of the environment (Vizniak, Skrynkovskyi, Protsiuk, 2016)), H. Shvets (assessment of
the business environment of small and medium-sized businesses (Shvets, 2017)), 1. Bila Ta N. Nasikan
(features of the business environment in Ukraine (Bila, Nasikan, 2017)), N. Kuharska (innovative
component of the environment (Kuharska, 2017)), S. Strashnyi (the role of the state in shaping the
environment (Strashnyi, 2010)). In general, in the context of diagnosing, assessing the state and dynamics
of the business environment in different countries, international rating studies are best known. At the same
time, it should be recognized that the problem of assessing the state of the business environment is quite
complex, and existing approaches require some critical reflection and further development.

The purpose of the article is to determine the features and potential of international rating indicators for
assessing the state of the business environment in the country, the possibilities of their use in management
practice and ways to improve such an assessment.

Presentation of the main material of the article

Quite well-known in the theory and practice of management is the division of the environment of
enterprises into internal and external. Their differentiation occurs according to the criterion of control
possibilities: internal — created and controlled by the enterprise (owners and managers); external is a
certain “present”, a systemic multicomponent component, which in an absolutely greater number of cases
cannot be controlled by an enterprise, significantly change as a result of its activities.

At first glance, it may seem that the concepts of “business environment” and “external environment”
are almost identical. However, it should be borne in mind that not every enterprise has a commercial
focus. Given the non-commercial nature of the enterprise’s activities, there is no reason to interpret such
activities as business activities. In the economic system, there are many state and communal enterprises,
the external environment of which does not acquire sufficient features of the business environment. Such
an environment may differ from the usual one in the absence of competition. Therefore, in our opinion,
it is advisable to consider the “business environment” as a variety — common, typical — of the “external
environment”. The last one is a broader concept than the concept of “business environment”.

It is rightly believed that the state of the business environment plays a significant role in the efficiency
of entrepreneurial activity and the entire economic system. That is why research and practical interest
is being formed in the development of indicators for assessing the state of the business environment in
a particular country. It is reflected in the search for such a set of indicators of the state and dynamics
of the environment, which, firstly, provided enterprise managers with sufficiently acceptable accuracy
characteristics of the conditions of entrepreneurial activity in a particular country or within the framework
of any other broader entity. The presence of such a system of indicators could play a certain “compass”
role in the possible directions and prospects for business development, and help in making strategic
management decisions. Secondly, the presence of qualitative indicators of the state and dynamics of the
business environment is important from the point of view of assessing the quality of state regulation, its
individual components.
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In world practice, rating indicators for assessing the state of the business environment are being actively
distributed, first of all. One of the most well-known in this regard is the World Bank’s Doing Business
(DB) ranking of the ease of doing business in different countries. The country’s final rating indicator
is formed as an average of a number of parameters (indicators) — for example, conditions for starting a
business, granting building permits, registering property rights, conditions for obtaining loans, protecting
minority investors, taxation, international trade.

On fig. 1 shows the main components of the DB rating and, accordingly, the position of Ukraine in the
latest rating — DB-2020 (currently, the World Bank has announced the suspension of index calculations
and work to improve the methodology). In recent years, Ukraine has demonstrated a fairly stable positive
trend in the DB ranking: for example, 2003 (first inclusion in the ranking, 152 position), 2017 — 80,
2018 — 76,2019 — 71, 2020 — 64 (out of 190 countries). During DB-2020, Ukraine has achieved positive
changes in five groups of indicators, the most significant is the protection of minority investors (from 72
to 45) and obtaining building permits (from 30 to 20).

The analysis of the set of indicators of the database project in terms of the level of information content
of the selected indicators, their ability to accurately and comprehensively assess the business environment
and its individual parameters allows, in our opinion, to draw the following conclusions:

1. Potential and advantages of the Research:

—the project really implies a certain integrated approach in assessing the state of the country’s business
environment (identifying areas of assessment, structuring areas according to assessment indicators, etc.);

— in its focus, the study can be considered primarily as a certain aggregate and structural-functional
assessment of the activities of state regulatory institutions in establishing and improving the “rules of the
business game”;

— the study provides a fairly wide array of indicators on the quality of the “rules of the game’
(simplicity, business-friendliness, etc.), which is undoubtedly an important characteristic of the country’s

b

Peectpauin
nianpuemcrea

OTpUMaHHA £,03B0NY Ha

BupiweHHa nioﬁnemu
6yAiBHMUTBO

HeNAaToCNPOMOXKHOCTH 46

NigknioueHHs ao
cuctem
eHeprosabesneyeHHs

3abe3neuyeHHn
BMKOHAHHA KOHTPAKTIB

MikHapoaHaToprisns Peecrpauia BnacHocTi

OnoparkyBaHHA OTpUMaHHA Kpeauty

3axucT miHopUTapHUX
iHBecTOpiB

Figure 1. The main components of the Doing Business rating and the position of Ukraine
(decoding of symbols in the figure: peectpamis mignpueMcTa — registration of an enterprise, OTpUMaHHS J03BOILY
Ha OyaiBHHIITBO — obtaining a construction permit, miAKIFOYEHHS 0 CHCTEM eHeprozade3nedeHHs — connection
to energy supply systems, peecTpaitisi BTaCHOCTI — property registration, OTpUMaHHsI KpeauTy — obtaining a loan,
3aXUCT MIHOPUTAPHUX 1HBECTOPIB — protection of minority investors, orogarkyBaHHs — taxation, MibKHapoaHa
TOpriBis — international trade, 3a0e3nedeHHs] BAKOHAHHS KOHTPAKTiB — enforcement of contracts, BUpileHHs
Mpo0OJIeMH HEeIIaToCIPOMOXHOCTI — solving the problem of insolvency

Source: compiled by the authors in Ukrainian based on (Doing Business, 2022).
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business environment, and therefore it should fall into the system for assessing the state of the business
environment — in as an important component, a subsystem for displaying the general state of the business
environment;

— the practical, managerial significance of the study lies primarily in the possibility of quantitatively
assessing the level of compliance of state regulation with the conditions of efficiency, the conditions for
facilitating the conduct and development of business (primarily small and medium), as well as assessing
the real dynamics, changes in public administration (macro-management) of a particular another country.

2. Limitations and shortcomings of the research:

—the project cannot claim a sufficient level of complexity in assessing the state of the country’s business
environment. The question of the “rules of the game” cannot cover all the essential problems of the state
of the state of the business environment in the country. For example, the system of rating indicators
does not include resource factor characteristics, assessments of the state of infrastructure, macroeconomic
parameters, stability and reliability of the financial and banking system, business traditions, etc. In our
opinion, these components cannot be attributed to secondary or less significant components than the
“rules of the game”’;

— the study is dominated by expert assessments, which has a significant impact on the results of
assessing the state of the business environment in a particular country on the part of the subjective factor.
The selection of experts, their qualification characteristics and the degree of non-engagement remain
outside the public space;

— for micro-level management (business management), the study can be practically useful in the
context of opportunities to improve the quality of analytical work, assess the prospects for entry (further
presence) of a business into the market of a particular country, choosing the direction and scope of foreign
investment. In this aspect, we can talk about a certain signal role (primarily investment) of DB research
for business and its managers. It is worth emphasizing that it is precisely a “certain” informative role that
can be discussed. This is confirmed, in particular, by A. Zadoia’s empirical study, which concludes that
there is “only partial confirmation” of the influence of a country’s place in the DB ranking on the scale of
its attraction of foreign direct investment (Zadoia, 2018).

Another world-famous rating research project is the calculation of the Global Competitiveness Index
(World Economic Forum). It should be noted that in the GCI rating, published in 2020, Ukraine took 85th
place among 141 countries (2012 — 73rd position, 2018 — 83rd position). The best indicators of Ukraine
in this rating are “Knowledge and skills” (44th place), “Volume of the domestic market” and “State of the
commodity market” (47th place) and “Infrastructure” (57th place) (World Economic, 2022).

Analysis of the research methodology within the framework of the GCI project allows, according to
our opinion, to draw the following conclusions:

1. The project demonstrates a higher level of complexity in the study of the state of the business
environment than the DB project:

— firstly, a sufficiently convincing number of indicators for measurement is used (more than 100
indicators combined in 12 groups);

— secondly, both expert assessments and statistical data are used. The latter circumstance in a certain
way reduces the influence of the subjective factor on the assessment;

— thirdly, the objects of research are not only environmental conditions in the context of the rules of the
game and state regulation, but also resource factors, infrastructure, etc.

2. The project has a certain strategic analytical focus. To a certain extent, research is aimed at expanding
the horizon of vision of the future. From the point of view of managerial work at the business level (and
at the level of public administration), it is probably not so much the rating comparison of countries that
matters as an attempt to assess the opportunities (potential) of countries to ensure acceptable economic
growth in the medium term. The presence of potential for economic growth is a promising signal for
business, for investors. This is a signal that there are prerequisites for a certain growth in demand, for
expanding the capacity of markets, which is very important for business, especially for companies
conducting large-scale international activities. Such diagnostics increase the possibilities of high-quality
managerial analytical work at the company level.

Another rating option for assessing the competitiveness of the country as a whole is the global
competitiveness rating of the Institute for Management Development (The IMD World Competitiveness
Ranking). This research identifies four groups of components — the state of the economy, the effectiveness
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of the government, the state of the business environment, the state of infrastructure. In the 2021 study,
Ukraine ranked 54th among 64 countries (2020 — 55th place). The study combines expert assessments and
statistical data. According to the groups of indicators of the research (the state of the economy, government
efficiency, business efficiency, infrastructure), Ukraine ranks from 50 to 54. Within these groups, the best
position is “Tax Policy” — 24th place, the worst positions — “Health and Environment” — 61, “ Financial
system” — 64 (IMD World, 2022).

The assessment within the framework of the Index of Economic Freedom project involves the
use of 10 indicators, each of which is evaluated on a 100-point system. According to the 2021
Index, Ukraine took 127th place among 178 countries, it scored 56.2 points. For comparison: in
2020 — 134th place, 54.9 points; 2011 — 45.80 points (Economic Freedom, 2022). In our opinion,
in general, the focus of the project is rather narrow. This does not allow it to be used for a more or
less comprehensive assessment of the state of the country’s business environment. The assessment
within the framework of the Index of Economic Freedom project involves the use of 10 indicators,
each of which is evaluated on a 100-point system. According to the 2021 Index, Ukraine took 127th
place among 178 countries, it scored 56.2 points. For comparison: in 2020 — 134th place, 54.9 points;
2011 —45.80 points (Economic Freedom, 2022). In our opinion, in general, the focus of the project is
rather narrow. This does not allow it to be used for a more or less comprehensive assessment of the
state of the country’s business environment.

The European Business Association (EBA) calculates a certain set of indices (including “local” ones
— in particular, the Tax Index, the Customs Index, the Judicial Index). Among them, perhaps the most
generalized one can be considered the Investment Attractiveness Index (European Business, 2022).
This index is calculated on a five-point scale as the arithmetic mean of five parameters (components).
Ukraine’s indicators for the last five years are approximately in the range of 2.5-3.0. In our opinion,
according to this index in relation to the issue of assessing the state of the business environment, we can
draw the following conclusions:

— index calculations are made exclusively on the basis of expert assessments (approximately 100
respondents), that is, the index is completely under the influence of the subjective factor;

— experts are acting actors — only general directors of foreign and Ukrainian companies included in the
EBA. It can be assumed that the assessments of expert managers are also influenced by such a factor as the
success of their own business in the analyzed period. However, the results, the success of such a business, in
turn, depend on many factors — both internal (organizational) and external (for example, industry dynamics,
changes in market capacity, competitive conditions, availability of certain resources) etc.

— this index is positioned as an assessment of the investment climate, however, most likely, it will be
more accurate to transfer its role as a certain assessment of the state of business sentiment. At the same
time, there are certainly certain reasons to consider the state of business sentiment as one of the reflections
of the state of the business environment. And, perhaps, this is a reflection not so much of the acceptability
of the “rules of the game” as of the general state of the market situation.

In general, in our opinion, the international rating indicators:

— form a certain information and analytical base for company managers and managers of state
institutions to assess the state of the business environment, identify the dynamics of changes in it, identify
achievements and problems in state regulation of the economy;

— carry out an assessment of the business environment through the assessment of a certain set
of components that reflect various characteristics of environmental conditions;

— taking into account the methods and calculations used in the ratings, they are generally of relative
practical importance in terms of their impact on the behavior of foreign investors. This, for example, is
evidenced by the data presented in Table 1, which shows a comparison of the dynamics of the DB rating
indicators for Ukraine and the indicators of annual volumes of foreign direct investment inflows into the
country. These tables do not show the correlation between the indicators: the international rating indicators
are growing, but at the same time, there is essentially no increase in the indicators of foreign investment.
This probably indicates that international rating indicators, in particular DB indicators, reflect only
a certain part of a possible overall assessment of the state of the business environment in the country.
That is, it can be assumed that the assessment of certain conditions of business activity in the country
is not enough for a full-fledged, comprehensive assessment of the state of the country’s business
environment;
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Table 1

Comparative Analysis of Rating Indicators of Doing Business and Foreign Direct Investment (FDI)

Inflows to Ukraine

. . FDI inflow

Year Place in the DB ranking (billion US dollars)
2012 152 8.4
2013 137 4.5
2014 112 04
2015 96 -0.46
2016 83 3.8
2017 80 3,7
2018 76 4.5
2019 71 5.9
2020 64 -0,035

Iicepeno: compiled by the authors based on (Doing Business, 2022; Natsionalnyi bank, 2022).

— further development of approaches to assessing the state of the business environment should also
provide for an orientation towards assessment not only through “conditions”, but through “generally
achieved results”.

For countries that are at a “sufficient distance” from the leaders of international ratings, one of the main
generalizing “resulting” indicators of the business environment assessment can be indicators of foreign
direct investment. It is possible that this kind of indicators will be a fairly accurate reflection of the level
of assessment by international investors of the state of a certain business environment. These indicators
make it possible to assess the state of the business environment not so much by its conditions (regulatory,
permitting and procedural, and some others), but by actual results, by the state of real business interest,
the scale of the actual placement of business in this environment.

At the same time, it is necessary to pay attention to several points related to the use of foreign investment
indicators: firstly, there are certain problems associated with their statistical quality (for example, the
problem of offshorization of investments is known); secondly, the movement of foreign direct investment
is often based not so much on an assessment of the conditions for the functioning of a business, but on a
vision of the market potential (capacity) and the state of the competitive situation. In general, the motives
for foreign investment are quite a complex factor, but this does not exclude the expediency of using the
relevant indicators in assessing the state of the business environment.

Conclusions

International rating indicators occupy their rather important place in assessing the state of the country’s
business environment. They can be used as certain benchmarks in assessing the quality of state regulation of
economic life, its various structural and functional areas. The regularity of the appearance of international
ratings allows us to evaluate the dynamics, changes in regulation, in public administration. International
ratings are a factor of a certain external (global) influence on the processes of formation and development
of the business environment in the country, the management activities of state institutions.

Leading international ratings perform a certain signalling function for both residents and foreign
investors, which creates opportunities for their use in the analytical work of managers at the business
level. At the same time, firstly, in the case of Ukraine, there is no correlation between rating indicators
(in particular, DB) and indicators of foreign direct investment. This testifies to the “loyal” influence
of international ratings on the behaviour of foreign investors; secondly, international ratings are based
on methods that do not provide a sufficiently comprehensive coverage of the problem of assessing the
business environment, to a greater extent they are “aspect indicators” (primarily, of legal and regulatory
assessment); thirdly, international ratings use mainly expert data, which makes the subjective factor
dominant; fourthly, international rating methods provide for the assessment of the business environment
due to the characteristics of its conditions, and not because of the resulting indicators of its functioning.
Further developments to improve the assessment of the state of the business environment can be aimed
at reducing the role of the subjective factor and introducing indicators of an actual resultant nature, in
particular, indicators of attracting foreign direct investment. If the assessment “by conditions” occurs
mainly on the basis of expert assessments, then the use of assessment methods “by results” means the
transition to the use of actually statistical indicators.
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Memoto cmammi € usnauenHs ocobaueocmeti ma NOMEHYIANY MidDCHAPOOHUX PelimuH208UX THOUKAMOPI8 U000
OYIHIOBANHS CMAHY Di3HeC-cepedosuwa 8 Kpaiti, MOJMCIUBOCell iX GUKOPUCAKHSL 8 YNPAGTIHCHLKIU npakmuyi ma
WAXI8 YOOCKOHALEHHS MAK020 OYIHIOBAHHS.

Ha ocHosi cucmemno2o ananizy npoananizogano nepesazu ma 0OMexceHHs MidCHAPOOHUX PelMUH208UX NOKAZHUKIE
AK THOuKamopie cmany 0Oiznec-cepedosuwya 6 Kpaini. Memoou nayxo8oeo y3azanvhenHus O)10 GUKOPUCMAHO OJsl
popmyniosans 6ucHoskie odocriodcenns. Cmamucmuynull auatiz 00360118 NPOGECHU NOPIGHAHHA OUHAMIKU
MIDICHAPOOHUX PeliMUH208UX NOKAZHUKIE MA OUHAMIKU NOKA3HUKIE HAOXOONCEHHS NPAMUX THO3EMHUX iHEeCmuyill
Ha npuxaadi exonomixu Ykpainu. Ipagiynuil ananiz Oyno euKopucmano O OYiHKU CKAAO0BUX MINCHAPOOHO20
petimuney 0na Ykpainu. Memoo nopigrans 6Y10 8UKOPUCAHO NpuU Xapakmepucmuyi ocoonusocmetl OyiHOBAHHA
bi3Hec-cepedosuwa 30 BUKOPUCIAHHAM HAUOLTbUL 8I0OMUX MIHCHAPOOHUX PeliMUH208UX HOKAZHUKIS.

IIposedeno komnapamusHuil aHaniz HAOibIL iOOMUX MIDCHAPOOHUX PEUMUHSO8UX NIOX00I8 00 OYIHIOBAHHS CINAHY
Oiznec-cepeodosuwa. Buznaueno ix inouxamopui mosxcausocmi ma oomedcenns. 3podnena ix oyinka Ha npeomem
KOMNIEKCHOCI, 8ANIOHOCII Ma MOXCIUBOCEU NPAKMUYHO20 BUKOPUCMAHHA HA MAKpO- mMa MiKpo- DIGHAX
YNpaeninua. Busnaueno, wjo MijcHapoOHi petimun2i 8UKOHYIONb NeGHY CUSHATLHY (YHKYIIO AK 015 pe3Uudenmis, max
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i 0151 iHO3eMHUX THBECMOPIB, WO CIMBOPIOE MONCTUBOCHIL OISl IX GUKOPUCMAHHS 6 AHATIMUYHIN POOOMI Yynpasninyie
Ha Oiznec-pisni. Pazom 3 mum, Ha npuxnadi Yxpainu noxazamo 6i0cymuicmv KOpensyii midc petimuHeoeumu
noKazHuxamu (30xpema, noxasnuxamu Doing Business) ma noxasHuxamu npamoeo iHo3emHoz2o ingecmyeanns. Lle
CEIOUUMb NPO (NOSTLHULY GNIUG MIJNCHAPOOHUX PElMUH2I8 Ha NOGeOIHKY THO3eMHUX Heecmopis. Bushaueno, wo
MIDICHAPOOHT pelimuneu 6a3yIoMbCsl Ha MEMOOUKAx, SIKI He 3a0e3neyyions JOCMAmHbO KOMRIEKCHO20 OXONIeHHS
npobremu oyiniosanns 0izHec-cepedosuwya, OiTbUIOI0 MIpoI0 BOHU € «ACHEKMHUMU NOKAZHUKAMUY (Hacamnepeo,
HOPMAMUBHO-NPABOBO20 OYIHIOBAHHSL). 3A3HAUEHO, WO 8 MINCHAPOOHUX PeliMUH2AX BUKOPUCTIOBYIOMbCS NEPEBANCHO
eKcnepmui  OaHi, wo pooumv OOMIHyHOUUM YO 'ekmugHull Gakmop. Memoouxu MidCHAPOOHUX pelmuneie
nepeddayaoms OYiHIOBAHHS Oi3HeC-cepedosuya Yepe3 XapaKmepucmuxi 1o20 yMo8, a He uyepe3 pe3yrbmyioui
NOKA3HUKY 11020 Qhynryionyeanns. Tlooanvuii po3pooku 800CKOHANEHHA OYIHIOBAHHS CIMAHY 0i3Hec-cepedosuiya
MOJICYmb Oymu CRPAMOBAHI HA 3MEHUEHHs POl cy0 eKmugHo20 (Haxmopy ma 66e0eHHs NOKAZHUKIE (DAKMUUHO-
DE3VAbMYION020 XAPAKmepy, 30KpemMda NOKAHUKI@ 3ANYYeHHs NPAMUX [HO3eMHUX ineecmuyii. Akuo oyino8anH:
«30 yMOBAMULY 8I00Y8AEMbCA NEPEBANCHO HA OCHOBI eKCNEPIMHUX OYIHOK, MO SUKOPUCIIAHHS MEMOOUK OYIHIOBAHHSL
«30 pe3yTbMAmMamMuy 03HAUA€ nepexio Ha GUKOPUCAHHS QAKMUYHO-CIMAMUCTIUYHUX NOKA3HUKIG. 3aNPONOHO8AHO
BUKOPUCIOBY8ATMY 8 AKOCTI  Pe3YIbIMYIOUUX (aKmuyHux NOKA3HUKi6 cmany Oi3Hec-cepedosuuja noKa3HUKuU
IHO3eMHO20 IHBECTYBAHHS.

Kuiro4uoBi cjioBa: MibKHApOIHI pEHTHHTH, MiAMPUEMHHIIBKE CEPEAOBHIIEC, YIIPABTIHHS, MTOKA3HUKH CTaHy
0Oi3Hec-cepeioBHIIa, IHO3EMHI IHBECTHIIII.
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THE CHANGING ROLE AND RESPONSIBILITIES OF CAMBODIA CUSTOMS

This paper examines the possibility and rationale for changes in the role and responsibilities of the General
Department of Customs and Excise of Cambodia (GDCE), also known as Cambodia Customs, and what the
primary roles and responsibilities will look like in the next decades. After that, it examines the possible impacts
of international organisations, agreements, and initiatives on the operation of GDCE. After identifying the
research purposes, the research paper is carried out by using a qualitative research method. The research uses
desk-based research and document analysis for data collection and analysis to extract necessary research data
to meet the research objectives. The researcher is currently a customs officer at the GDCE and can access all
internal and confidential documents to bfulﬁl the research objectives. Therefore, it is more practical and efficient
to collect secondary data, which have been available already.

Over the decades, the role and responsibilities of the General Department of Customs and Excise
of Cambodia (GDCE), also known as Cambodia Customs, have significantly changed because of the country
situation, government priorities, and the increasing volume of international trade. In addition, the emergence
of globalisation, international organisations, agreements, conventions, and initiatives have impacted the way
GDCE fulfils the responsibilities and have played a part to change the role and broaden the responsibilities
of GDCE. The GDCE has the responsibility for ensuring the efficiency and effectiveness of revenue collection
and suppressing and preventing illicit trade activities to protect border security and people’s welfare, at the
same time, promoting trade facilitation. With a vision to contribute to the Royal Government of Cambodia s goal
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to become an spper medium-income country by 2030 and become a high-income country by 2050, GDCE is
becoming a modern customs administration which will play a role as a faczlltator in providing
services to enhance business climate.
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Introduction

Over the past decades, Cambodia was a conflict-stricken
country which has gone through a very terrible moment of the
genocidal regime, well known as the Khmer Rouge Regime that
damaged infrastructure, government institutions and public-
sector management (Gellman, 2010). After surviving from the
Khmer Rouge Regime, in 1979, GDCE Administration was re-
established under the Ministry of Commerce and responsible for
controlling the movement of goods and transports in order to
prevent offences and criminal activities (Royal Government of
Cambodia, 1979). Over 20 years until 2003, with a significant
increase in international trade, the main focus of GDCE had been
shifted from fighting against smuggling to collecting revenue for
the government (Ministry of Economy and Finance, 2003).

However, today, GDCE does not focus only on revenue
collection and the border security, but also on trade facilitation
(General Department of Customs and Excise of Cambodia, 2019).
This reflects that the role and responsibilities of GDCE have
periodically changed. The trend also illustrates that the role and
responsibilities of GDCE is expected to be changed in the next
decades.

This paper points out the possibility of changes in the role
of GDCE and what the primary roles and responsibilities will
look like in the next decades. After that, it examines the possible
impacts of international organisations, agreements, and initiatives
on the operation of GDCE.
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Possible changes in the role of GDCE

In the next decades, GDCE is putting utmost efforts to become a modern administration that applies
best customs practices in line with international standards and delivers the best public services for
the trading community. As a result, the role of GDCE will shift the most primary focus into trade
facilitation while ensuring compliance.

Up to date, the role of GDCE is centered on regulatory control, focusing on revenue collection
and preventing illicit trade and smuggling while ensuring trade facilitation. According to the Strategy
for Customs Reform and Modernization (SCRM) 2019-2023, GDCE have made remarkable progress
in combating tax evasion, tax fraud, and smuggling. As a result of this progress, revenue collection
has significantly increased twofold from 2014 to 2018, while there has been a decrease by 15% in
customs offences over the same period (GDCE, 2019). However, GDCE (2019) also mentions that
revenue leakage from tax fraud and smuggling is still one of the widespread problems across the
borders throughout Cambodia. Also, transnational crime is highly likely to pose a considerable threat
to all customs administrations around the world, including Cambodia. That is the main reason that
the role of regulatory control for GDCE cannot be ignored.

At the same time, another utmost important role of GDCE is facilitating legitimate trade at the
borders. The SCRM (2019-2023) of GDCE (2019) emphasises that the role of GDCE is becoming
a modern customs administration that gives primary focus on best services and trade facilitation.
GDCE (2019) plans to conduct reform and modernisation on the existing risk management system,
which allows the administration to direct more attention to trade facilitation while ensuring customs
control. In addition, the GDCE is also reviewing and updating the Law on Customs (2007) to keep
up with the current trend and support trade facilitation measures, including pre-arrival processing
(Department of Legal Affair and Public Relations, 2021).

Rationale for the changing roles of GDCE

The primary reason for GDCE to give a greater focus on trade facilitation is because of the
Royal Government of Cambodia (RGC)’s priority. The RGC has a goal to become an upper medium-
income country by 2030 and become a high-income country by 2050 through the National Strategic
Development Plan (NSDP) 2019-2023 (RGC, 2019). The NSDP also mentions that boosting trade
in Cambodia by effective trade facilitation is a crucial key to reach this goal (RGC, 2019). For
this reason, the RGC (2018) is stepping up the great effort to improve the business environment
and trade facilitation by simplifying procedures, reducing the cost and time of doing business, and
removing all the trade barriers in the pursuit of attracting more investment into Cambodia. According
to the time release study conducted in 2021, the overall clearance process for importation, including
the pre-arrival process, has been reduced by nearly 20 hours, compared to the study conducted in
2019 (GDCE, 2022). A significant decrease is mostly in the pre-arrival process as relevant GDCE’s
departments and other government agencies has followed the recommendations from TRS 2019 to
simplify the procedures and improve the workflow and structure to provide trade facilitation (GDCE,
2022). In order to make a positive contribution to the goals of the government, trade facilitation focus
is necessarily required for GDCE and all relevant government agencies.

Secondly, Cambodia has upgraded from a low-income country to a lower middle-income country
in 2015 (World Bank, 2022). This upgrade has shown an impressive achievement of the country, but
also resulted in the loss of favorable trade treatment and other benefits from development partners
and donors for a low-income country (RGC, 2018). One prominent example is that the European
Parliament has decided to withdraw 20% of Everything but Arms (EBA) from Cambodia (European
Commission, 2020). Before, Cambodia was provided with the zero tariffs on all exports except arms
and ammunition, but now 20 percent has been withdrawn, and it will be expected to withdraw more
in the future. Also, the benefits regarding free tax rate that Cambodia received from the United States’
Generalized System of Preferences (GSP) scheme has been expired (Phoung & Lay, 2021). This
transitional moment, nevertheless, might become the time for Cambodia to build the strengths to deal
with such loss. It is also the time for GDCE to transform itself by equipping with highly competent
human resources to become a modern Customs administration which can provide better services with
a high level of trade facilitation.

Last but not least, as the volume of international trade is increasing exponentially, GDCE cannot
only play a role as a control agency, but also as a facilitative agency which can ensure compliance.
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The trade volume in Cambodia has been increased by 20 percent in 2022 compared to 2021
(Khmer Times, 2022). One action that GDCE has taken towards trade facilitation is that about 85%
of imported and exported containers are no longer subjected to be scanned and only the red-lane
containers (approximately 15%) must be scanned (GDCE, 2019). Another action that GDCE has
taken is that the standalone risk management system has been entirely migrated to ASYCUDA world
(United Nations Conference on Trade and Development, 2020). In other words, GDCE no longer
uses the standalone risk management system and has designed the function of risk management
system in ASYCUDA world. These initiatives cannot only reduce the cost and time for traders, but
also increase the effectiveness of GDCE operation. More actions will be taken to enhance trade
facilitation. In addition, GDCE currently participates in Digitizing Global Maritime Trade (DGMT)
project supported by ARISE Plus Cambodia with the purpose to improve customs clearance process
by implementing pre-arrival processing (German Alliance for Trade Facilitation, 2020). The GDCE
has also joined the implementation of Port Electronic Data Interchange to support port modernization
and avoid port congestion (EXEO Group, Inc., 2022). Data from Port EDI can be expected to link
with the National Single Window which is reaching phase 3 of implementation (PM Group, 2015).

The possible impact of international organisations, agreements, and initiatives
on the operation of GDCE

International trade is of utmost importance for economic growth in both developed and developing
countries (World Customs Organisation, 2008). Due to the complexity of international trade, many
international organisations, agreements, and initiatives have been introduced to tackle the issues.
There are several international organisations that Cambodia is a member of including the World
Customs Organisation, the United Nations, World Trade Organisation, the Association of Southeast
Asian Nations (ASEAN) (General Department of Customs and Excise of Cambodia, 2020). Those
international organisations and their initiatives and agreements have affected how GDCE operates.

World Customs Organisation (WCO)

The most impactful organisation on GDCE’ operation is the World Customs Organisation of which
Cambodia became a member in 2001 (General Department of Customs and Excise of Cambodia,
2020). It is an intergovernmental organisation which plays pivotal roles in raising customs standards,
best practices, and simplifying and harmonising customs procedures (World Customs Organisation,
2020). WCO (2020) has established several programs such as capacity building, technical
assistance, implementation assessments, and recommendations. These programs can assist Customs
administrations in increasing the effectiveness and efficiency of customs operation.

The WCO’s Convention on the Simplification and Harmonisation of Customs Procedures (RKC)
has been introduced to harmonise and simplify customs procedures for WCO customs administrations
members (World Customs Organisation, 1999). In 2014, GDCE acceded to become one of the
contracting parties to the RKC, with the commitment to apply without reservations the Chapter 2 of
Specific Annex A, Chapter 1 of Specific Annex B, and Chapter 1 of Specific Annex C (World Customs
Organization, 2014). This means that the convention will lead GDCE to concentrate on improving
its procedures for facilitating trade and avoiding unnecessary delays. Notably, the RKC is a type of
soft law in which there is no measure to monitor implementation, application, and enforcement of
the convention (Wolffgang & Kafeero, 2014). Nevertheless, GDCE (2019) has already applied most
parts of the recommendations and commits to apply more and more in the future. GDCE is also
conducting gap analysis between the Law on Customs and international conventions/agreements
including RKC with the purpose to amend to existing law in accordance with international standards
and best practices (Department of Legal Affairs and Public Relations, 2021).

For example, the RKC suggest customs administrations should cooperate with traders by
establishing formal consultative relations and encouraging private participation for an effective and
smooth operation (WCO, 1999). In 2010, GDCE established the Customs Private Sector Partnership
Mechanism (CPPM) with the declared aim to a) build trust and mutual understanding and cooperation
between Customs and traders, b) boost fiscal morality and trade facilitation to advocate compliance
to laws and regulations, c) ensure that all customs-related problems are discussed or resolved at
CPPM, and d) raising trading community participation to a new height with regards to tackling all
Customs-related issues (GDCE, 2017). Thus far, GDCE has already conducted nine meetings of the
CPPM, in which the 9th meeting was held on 28 December 2022 (Sok, 2022).
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Another example is that the WCO SAFE framework of Standards also suggests customs
administrations should establish Authorized Economic Operator (AEO) program to encourage
compliant traders by providing trade facilitation and faster Customs clearance (WCO, 2018). GDCE
has implemented the Best Trader Program, which is designed to provide special treatment for highly
compliant traders (General Department of Customs and Excise of Cambodia, 2015). In other words,
the program provides trade facilitation and faster Customs clearance for highly compliant traders.
This is a primary step towards the implementation of the AEO program. GDCE is at the stage of
planning for implementation of AEO programme through drafting the support legislation and standard
operating procedures (GDCE, 2019).

World Trade Organisation (WTO)

Cambodia became a Member of the WTO in October 2014 (WTO, 2020). At that time, Cambodia
was recently recovered from war and upheaval, but the government had been looking for economic
recovery and growth through recommendations from the WTO (General Department of Customs and
Excise of Cambodia, 2020). The Royal Government of Cambodia (RGC) was the 8th least-developed
country and 69th WTO member to officially joined the Trade Facilitation Agreement (TFA) in 2016
and notified commitment in 2017 (WTO, 2016). The TFA seems to deal almost entirely with customs-
related topics.

To ensure future effective implementation of the Articles of the WTO Trade Facilitation Agreement,
GDCE has developed a Mercator Implementation Plan and Risk Management Action Plan, with
the support of the WCO in 2019. GDCE (2015) has exercised the majority of recommendations
from the WTO-TFA mechanisms and sub-articles into the five Strategic Goals (SG) such as SG1:
Customs Revenue Collection Efficiency, SG2: Compliance and Enforcement, SG3: Modernisation of
Information Technology and Trade Facilitation, SG4: Customs Cooperation, SG5: Human Resource
Management and Organisational Development. Some of the recommendations will be employed later
in the following action plan.

Another example is the implementation of the Free Trade Agreements (FTAs). The implementation
of FTA has a considerable impact on revenue collected by GDCE. In the last five years, over 551
million USD revenue has been lost because of the FTAs, and the loss will increase more due to
further liberalisation of FTAs implementation and the increasing volume of international trade in the
future (General Department of Customs and Excise of Cambodia, 2019).

Association of Southeast Asian Nations (ASEAN)

In 1999, Cambodia joined ASEAN, and GDCE falls into the pillar of ASEAN Economic
Community (General Department of Customs and Excise of Cambodia, 2020). ASEAN is currently
developing several regional initiatives for Customs which aimed at simplifying customs clearance and
facilitating trade, such as ASEAN Single Window (ASW), ASEAN Customs Transit System (ACTS),
and ASEAN AEO (General Department of Customs and Excise of Cambodia, 2020). ASEAN has
also commenced work on a Feasibility Study on an ASEAN Mutual Recognition Arrangement on
AEOs (General Department of Customs and Excise of Cambodia, 2020). These initiatives are likely
to be part of ASEAN’s ongoing efforts to transmute the region to a single market and production base.

United Nations Office on Drugs and Crime (UNODC)

Since 2000, GDCE has started to cooperate with UNODC and has established many programs
concerning drugs, criminal cross border, wildlife, and container control (General Department of
Customs and Excise of Cambodia, 2016). The Container Control Program was adopted by the
UNODC and the WCO in 2004 and aimed to build the capacity of the customs officers to fight against
criminal activities crossing the borders (UNODC, 2016). There are two units established under this
program, which are Container Control Unit (CCU) established at Sihanoukville International Mega
Port in Cambodia, and Air Cargo Control Unit (ACCU) established at Phnom Penh International
Airport Customs and Excise Branch (UNODC and RGC, 2016). Both units are focusing on detecting
illicit goods and protecting border security while avoiding unnecessary delays.

UNODC and RGC (2016) state in the Memorandum of Understanding that GDCE needs to fulfil its
obligations by incorporating profiling and targeting all shipping documents through both units into their
current daily work and the UNODC would offer support on establishing the units and providing technical
assistance. Therefore, initiative draws GDCE’ attention to provide more focus on border security. As a
result, GDCE have seized drugs, illicit plastic waste and other illicit cargos (UNODC, 2020).
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Conclusion

The role and responsibilities of GDCE have remarkably changed from one decade to another
based on government priorities, the country situation, and the volume of global trade. A long time
ago, GDCE played a role as a control agency, which stood at the border to hinder international
trade for the protection of national interests. Over the next few decades, GDCE has changed to
become a control agency, which focuses on collecting revenue for the government, while providing
trade facilitation. In the next decades, GDCE might change to become a facilitative agency which
emphasises on trade facilitation while ensuring effective customs control.

With globalisation, the complexity of the increasingly global supply chain, the responsibilities
of GDCE corresponding to the movement of goods will broaden. The workload of GDCE will be
heavier and heavier. International organisations, initiatives, and agreements have a significant impact
on the way GDCE perform the responsibilities. For example, becoming a member of the WCO, WTO,
ASEAN and UN mean that GDCE needs to apply its initiatives and agreements; thus, causing impacts
on the operation of GDCE in all areas including but not limited to simplification and harmonisation
of customs procedures, revenue collection, and border security.
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3MIHA POJII TA OBOB’A3KIB MUTHULI KAMBOJ[XKI
Anrkeapcooen TAH,
3ACMYNHUK HAYAbHUKA BIO0LLY MUMHO20 KOHMPOIIO,
MUMHO-AKYU3HUL 6i00in nopmy miscnapoonozo nopmy CiaHykeiny
Tonosnoeo ynpasninnsa mumnuyi ma axyuzie Kamboooici
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Y emammi poszensdaemoca moocnugicmo i 00IpyHmMYy8anHs 3MIH Y poii ma 0606 ‘a3kax I 01061020 ynpaeiinHa Mumnuyi
ma axkyusie Kamoooaci (I'VMAK), maxooic gioomoeco ax mumuuys Kambooci, i ax euenioamumyms 0CHOGHI poii
ma 0008’a3Kku 8 Hacmynti decsmunimms. Jani 00caioNicyemvcs MOJNCIUBUL BIAUG MIJICHAPOOHUX Op2aHi3ayill,
yeod ma iniyiamug na gyuxyionyeanna I'YMAK. Ilicna eusnauenns yineii 0ocniodicenuss poboma Oyna 6uKoHana
3a 00NOMO2010 AKICHO20 Memody 0ociioxcenHs. Tax asmop euxopucmag KaOiHemui OOCHIONCEHHA MA AHANI3
O0KyMeHmis 015l 300py ma UUEeHHs OAHUX 01 OMPUMAHHS He0OXIOHOI TH(opmayii ma 00CAZHeHHS NOCMAGLEHUX
yineu. Hapasi oocnionux € cnigpobimuuxom I'YMAK i mae docmyn Oo 6cix eHympiunix ma KoH@ioenyitinux
O00KyMeHmie 015l docsieHeHHs O0CTIOHUYbKUX yinel. Tomy Oinbul npakmuuHum i egpexmuHuUM € 30ip 6MOPUHHUX
Oanux, sKi dice OYIU 0OCHYNHI.

IIpomseom decamunimo porv i 00606 a3ku onoenoeo ynpasninua mumuuyi ma axyusie Kamoooaci (I'VMAK),
maxooic 8i0omo2o Ak mumuuys Kam6oooici, 3Hauno 3MiHUIUCA yepe3 cumyayiio 6 Kpaiui, npiopumemu ypsaoy ma
30i1bUenHs 00cA2I8 MidcHapoOHoi mopeieni. Kpim moeo, enobanizayis, MidcHapooHi opeanizayii, y2oou, KoHeenyii
ma iniyiamueu eniunyau na euxonanna I'VMAK ceoix 0606 ’a3kie, a makojc neeHow Mipoio 3MiHUIU Poib ma
posuupunu gionosioanvhicmo I'VYMAK. I'VMAK nece 6ionogioanvricme 3a 3abe3neuenus eekmusHocmi ma
diesocmi 300py 00x00i8, a MAKOJNC 3a NPUOYUIEHHA MA 3aN00ieaHHs He3aKOHHIL mopeieni 0ns 3axucny Oesnexku
KOpOOHi8 | 000podymy HaceleHHs, 00HOUACHO CRPUSIOYU CHPOWeH IO npoyedyp mopeieai. Maiouu na memi 3pooumu
C6ill 8HecoK y docsienennsa memu ypaoy Koponiecmea Kamboooca cmamu kpainoto 3 cepeoninm pignem 00xo0y 00
2030 poxy ma cmamu kpainoto 3 sucoxum 00xodom 0o 2050 poxy, 'VMAK 0oxnadae 3ycunv, ujob nepemsopumucs
HA CYYacHy Mumuy aoMminicmpayiio, ska eidiepasamume poib NOCEPeOHUKA 6 HAOAHHI NOCTye Oasl NOKPAUjeHHS
Oiznec-knimanty.

KuarouoBi cioBa: cyyacHa MUTHa aaMiHICTpAaIlis, CIPUSHHS TOPTiBI, 30ip JOXOMIB, MPUKOPIAOHHUIMA
KOHTPOJIb, O€31eKa, Mi>KHAPOIHA TOPTIBIIS, YTOMIH.
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