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CONTRABAND ON THE SLOVENIAN-ITALIAN BORDER
IN THE INTERWAR PERIOD (1918-1941)

The article considers the phenomenon of corruption, its essence, causes and consequences. The social,
Purposes of the article is to find out the reasons for the increase in smuggling on the Italian-Slovenian border
after the First World War, to define smuggling, to study Slovenian-Italian cooperation in the fight against
smuggling, establishing of the relevant Slovenian and Italian institutions and the Rapallo border with Italy
(the northern-western section of the Slovenian border), to expand knowledge about the process of smuggling
contraband goods and known smugglers, their relations with border guards on the Rapallo border, to study
the echoes of smuggling on the Rapallo border in Slovenian literature. For this, general historical research
methods are used - periodization, problem-chronological, comparative-historical, synchronistic, historical-
genetic, historical-typological.

Results. According to the decisions of the Paris Peace Conference, a number of treaties were concluded,
including those concerning the Slovenian northern border. The treaty with Italy, signed in Rapallo in 1920,
cut through ethnic Slovene territory so that close relatives, neighbors and friends were on both sides of the
border, and land holdings were also divided. The border was established and fortified with barbed wire,
concrete bunkers on the Italian side. Small-scale smuggling was carried out by women and children, mostly
taken to Italy, due to the higher level of wealth there. Groups of armed smugglers engaged in large-scale
cattle smuggling. In the early 1930s, the lira began to fall, and armed clashes began on the borders with
deadly results. This epoch in the history of the Slovenian Littoral, where the the Rapallo border passed, found
an echo in Slovenian literature.

Conclusions. Reasons for smuggling on the Italo-Slovenian border in 1918-1940 were the unfairness of the
construction of the Rapallo border on Slovenian lands, difference in prices, low employment on both sides
of the border. Italian and Slovenian state institutions cooperated in the fight against smuggling of a wide
range of goods. Women, children and famous smugglers, border guards from both sides were involved in the
smuggling. The most interesting stories of smugglers at the border became the subject of Slovenian literature.

Key words: Rapallo border, fight against smuggling, causes of smuggling, contraband goods, cattle

smuggling, accidents with smugglers.
JEL Classification: K 14, K 33, K 34, K 42, N 84.
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Introduction. In 1918-1920, as a result of the Paris Peace
Conference in this number, Slovenian lands were divided between
four countries — Italy (about a quarter of the territory and population),
Austria (about 10%), Hungary (about 5%) and the Kingdom of Serbs,
Croats and Slovenes (Kingdom of the SHS/Yugoslavia) (60%, with
the capital Ljubljana). The Kingdom of SHS was the unification of
the State of Slovenes, Croats and Serbs with the Kingdom of Serbia,
which took place on December 1, 1918.

The borders with the neighbors were finally settled by a few of
treaties — the Saint-Germain Peace Treaty of 1919 with Austria,' the
Trianon Peace Treaty of 1920 with the Kingdom of Hungary,” and

! The Saint-Germain Treaty of September 10, 1919 established the
disintegration of the Austro-Hungarian Empire, which took place after its
capitulation on October 27, 1918, into a number of independent states — German
Austria (since November 12, 1918 — the Austrian Republic), the Kingdom
of Hungary, the Czechoslovak Republic, the Kingdom of Serbs, Croats and
Slovenes (since October 1929, Yugoslavia).

2 The Treaty of Trianon was signed on June 4, 1920, between the Allied
Powers of World War I and Hungary. The latter agreed to significant restrictions and the
loss of territories, including in favor of the Kingdom of the SHS and Czechoslovakia.
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the Rapallo Treaty of 1920, between the Kingdom of Italy and the
Kingdom of the SHS.?

Slovenian lands assumed the function of the northern border of
the newly created kingdom with neighboring states. It was laid quite
unfairly, and it prevented the centuries-old free movement of the
population all over its ethnic territory.

The entire border practically has cut Slovenian settlements
through, and since it almost all the Slovenians had relatives on both
sides of it. This also led to the fact that land holdings were cut up —
fields, meadows, vineyards, forests, and the owners had to cross the
border every day to work on their land. Owning land on both sides of
the border made the life of the owners very difficult.

An important factor was low employment in industry, crafts and
other urban activities in the border areas, which also had difficult
geographical conditions — the Eastern Alps. The population along
the borders did not have enough opportunities to find work in the
sparsely populated valleys.

The general crisis of the 1930s, large debts or card losses forced
many people to take risky actions. Someone got rich from smuggling,
someone completely impoverished. Fines for smuggling were very
high, and some even paid for it with their lives.

This phenomenon was also influenced by international events
in the broader sense of the word, and not only relations between
neighbors. Sanctions against Italy the Spanish Civil War effected it
as well. Restrictions on trade with Italy accelerated illegal activity on
the Italian-Slovenian border.

One of the results of the First World War was the equipment
of borders and border services, customs offices at each official
border crossing and the unification of documentation regarding the
identification of a citizen and his property when crossing borders in
Europe. Other illegal activities related to this borders were added
to the violations of the rules of sale of certain monopoly and excise
goods within one country. State authorities had to regularly report
cases of illegal trade in goods inside and outside the country.

Prices for certain consumer goods, other items and livestock in
Slovenia differed from all three neighboring countries. There was a
shortage of various goods everywhere. At the same time, wages also
differed.

The word “contraband” comes from the Latin phrase “contra
bannum”, which means “despite the ban” (Rant, 2020). Smuggling
has a broad definition. One of the definitions is the clandestine, illegal
and criminal moving, loading or transportation of goods through a
customs control point or across a state border. At such a control point,
it was first necessary to pay customs duties, and since the creation of
a centralized official state border customs, a customs tax.

Smuggling included monopoly goods designated by the country
and goods prohibited to import.

It should be noted that the word “contraband” during the times of
the Austrian Empire, as well as during the royal times, also meant
the evasion of the payment of fees, which were established within

3 The Treaty of Rapallo was concluded on 12 November 1920 to settle

territorial disputes on the northern coast of the Adriatic Sea, in Dalmatia and Venetia
Giulia, in accordance with a secret agreement signed in London on 26 April 1915 by the
Kingdom of Italy and the Entente. More than a quarter of the ethnic Slovenian lands fell
under Italy.
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the country for certain goods during their consumption. This especially applies to excise duty, tax on
consumer products and food.

Many cases make it clear that smuggling was the most common. It was a very profitable business, and
along the entire Slovenian northern border, many people made a living or side income from it. At the same
time, this case was very dangerous — there were many criminal crimes and accidents.

Special Slovenian anti-smuggling institution

At the end of the First World War, crossings across borders were massive. This was connected not
only and not so much with the local population, but with the return home of a huge number of soldiers
of various nationalities of the Austro-Hungarian Empire. The northern Slovenian borders, which were at
the same time the borders of the Kingdom of SHS, were still being determined, and diplomatic and real
battles were fought for them.

Under these conditions, on November 28, 1919, the Provincial Government for Slovenia issued an order
to restrict smuggling. This was done in agreement with the three Belgrade ministries that had branches in
Ljubljana, namely: the Ljubljana delegation of the Ministry of Finance, the Department of the Ministry
of Food and Provincial Reconstruction and the Department of the Ministry of Trade and Industry. The
order defined what is considered contraband, violators and how it is punished. These definitions remain
fair even today. In the first instance, such offenses were dealt with by the district authorities, and appeals
were dealt with by the Criminal Chamber of the Food and Beverage Department in Ljubljana; if it was a
criminal act, this issue was considered by the court (Naredba, 1919: 613).

At the same time, an order was issued by the Internal Affairs Committee, according to which a State
institution against price gouging, reselling and smuggling, as it was officially called, was created in
Ljubljana (Naredba, 1919a: 613-614).

Vekoslav Kershovan, an experienced security expert from the austrian times, became the
first person to manage this institution. Branches were soon opened in border towns, in Gornja
Radgona, as well as in all major cities of Slovenia —regional centers — Celje, Maribor and Murska
Sobota. Sentences against violators were also published in the Slovenian State Bulletin. In some
villages, residents themselves created so-called “action committees” to help the institution and
its departments (Trobi¢, 2005: 326).

But it turned out that the expectations for this institution were too high, and in mid-April 1921 it
was liquidated. Previous district administrations were again responsible for this direction, for which
instructions were issued to prosecute violators (Naredba,1921: 219).

Slovenian-Italian cooperation in the fight against smuggling

In order to combat smuggling, the neighboring countries sat down arranged negotiations several times
and agreed to fight this phenomenon jointly.

On November 21, 1919, a conference of representatives of the Kingdoms of the SHS and Italy was
held in Ljubljana. They agreed on the technical aspects of the convention on the establishment of a direct
railway connection between the two countries, concluded in Trieste on June 3, 1919. There were eight
appendices in the protocol. One of them regulated the customs service. In Annex IV it was written: “The
Governments of both countries will not allow the existence of groups, intending to smuggle against a
neighboring country, in their territories, and will not recognize the validity of insurance against the risks
of smuggling. The financial administrations of both countries have also undertaken to monitor in their
territories citizens of the other country who are already known as smugglers.” In the autumn of 1919, on
the basis of this convention and protocol, regular railway traffic between the two Kingdoms was opened
(Razglas, 1919; Razglas, 1919a, Razglas, 1920).

The next step of this kind was the Convention on Combating Smuggling and Violations of Financial
Laws, signed on October 23, 1922 in Rome by representatives of the Kingdom of the SHS and the
Kingdom of Italy. In 1923, the Ministry of Foreign Affairs published a collection of agreements between
the two kingdoms (Rapalski ugovor, 1923: 29-34).

In particular, the procedure for reporting prepared and committed customs offenses was determined. In
the Kingdom of the SHS, the General Directorate of Customs and the main customs offices of the provinces
(including in Slovenia) were authorized for this purpose, and in neighboring countries — the General
Directorate of Customs and Direct Taxes, the Main Customs Houses and the heads of border financial
stations. Other agreements between the two kingdoms also contained provisions to stop smuggling and
the black market.
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Attention was also paid to the professional training of supervisory personnel. For example, on 14
September 1929 the Ministry of Finance asked the Home Office, the Treasury and the Police Department
to train two Financial Control Officers in the detection of contraband because their skills was not sufficient.
The Ministry of Internal Affairs forwarded the request to all competent officials. On October 24, 1929,
the Ljubljana police department replied that there was nothing against this practice of improving the
qualifications of employees (Celik, 2013: 136).

The Rapallo border establishing and setting

The Rapallo Border got its name from the Rapallo Agreement. it lasted until April 1941, when Italian
troops occupied the western half of Slovenia. The modern Italian-Slovenian border does not coincide with
the Rapallo border. All border signs and fortifications are now tourist attractions.

In the interwar period, the Rapallo border strongly marked the surrounding areas. After the end of the
First World War, it divided the Kingdom of Italy and the Kingdom of the SHS, and with its construction,
12 Slovenian settlements, which until then belonged to the municipality of Ziri [Zhiri, “Acorns”), went
to Italy. But the natives defied the foreign invaders; smuggling has become one of the main activities for
survival and additional income. *

Janez Jeram [ Yeram), who witnessed the establishment of this border in his early childhood, published
his memoirs in 1969.

«Our house was separated from the neighbor’s house only by a small hayloft and a field. On the
slope of this field, our neighbor’s son and I played war. We dug trenches, as we imagined them after the
stories of our elders. The First World War had just ended, which left its mark on the children as well...
In this game we used «military equipment»; a spoon served us as a shovel, an army aluminum bowl as
a wheelbarrow. One day, however, our play together was interrupted by a higher force and separated us
almost forever. At least we never played together again.

One gray late autumn day, a large group of soldiers in gray and green uniforms arrived. Large coils of
barbed wire were carried on wooden poles. We were so engrossed in the game that we didn’t even notice
the aliens until they started hammering an iron pole into the ground right next to us and attaching barbed
wire to it. There was no time to think then. Like mice, we each ran in our own direction and left all our
toys in place. The neighbor’s son ran to his house, which at that time remained on the Yugoslav side, and
I ran to mine, which was in Italy at that time.

The new border interrupted our game and separated thousands of Slovenians from their homeland...
The six-row barbed wire divided the fields and meadows and thus separated families, neighbors, friends
and acquaintances» (Jeram, 1969: 230-231). There was even a case when the border was laid in the middle
of the house, and one half had access to Italy, the other to the Yugoslav side.

According to Jeram’s memories, the barbed wire separated the lands for a little more than a year. At a
time when there was practically no border control, local residents and people from distant places collected
all the barbed wire that marked the state border. Since this time it was difficult to determine where the
border really was.

When the border was recognized de iure in 1920, the authorities on the Italian side have set the customs,
i.e. the financial guard — the «regia guardia di finanza». The border was guarded by numerous military
outposts filled with soldiers. Ditches and trenches were dug not far from the border. Until then, there was
no one on the Yugoslav side of the border. Only later the first financial guards in dark green uniforms
arrived. They were mainly fugitive Russian militiamen who fled to Yugoslavia during the Russian
revolution and Civil War (Jeram, 1969: 231). The Italian and Yugoslav guards did not take much care of
the border crossings; they themselves were not particularly obedient. The Italians entered the villages on
the Slovenian side in half an hour’s walk, and the Yugoslav soldiers did the same.

This «idyll» was stopped two years later by the demarcation commission. It drew the line correctly;
geometers mapped it. Concrete milestones were also installed at a distance of about 100 m from each other.
Border guards were strengthened and border barracks were built on both sides. Italians often searched
houses along the border.

There was almost no «official» movement at the crossings then; the only exceptions were railway
crossings. The first smugglers came in dark nights besides crossings, in groups of 10-15 people, ready for
anything, even a fight. The Italian guards were afraid of them, so they left them alone. Fascist militia —

4 The municipality of Ziri [Zhiri] introduced a tourist route along the Rapallo border. Goods, that have crossed the border

illegally countless times, now come to life as purchasable souvenirs.
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«milizia confinaria» — also came to the border, but it was less strict with regard to smuggling. Its members
were mainly from the poorest strata of the Italian population from the nearest villages. They smoked
mainly Yugoslav cigarettes. For them, the border was a political matter.

Contraband goods and smugglers

From now on, everything that people carried across the border became contraband. There were different
prices for food and other goods on both sides of borders. At the same time, tobacco, coffee, tea, sugar,
flour and some other goods became cheaper in Yugoslavia, and in Italy — rice and wine, but not so much
was transferred from Italy to Yugoslavia. Contraband goods mainly came from Yugoslavia to Italy.

Milan Trobi¢ [Trobich], journalist of Radio Slovenia, in his investigation of smuggling in Slovenia,
described the most common items illegally imported / exported: salt, tobacco, saccharin, sugar, eggs,
mushrooms (Penny Bun mostly), coffee, wine and spirits, matches, carbide, ° cocaine and opium, lighters,
various furs, silk and linen, money, horses and wood. Most of the trade turnover of contraband was
occupied by salt and horses (Trobic¢, 2005: 211-276). All this could be sold on the Italian side several
times more expensive, and it was possible to pay for it with your life. He also described cases of clashes
between the smugglers themselves.

For example, the Emir family of Turkish roots from Macedonia ended up in the Italian occupation
zone of slovenian Istria. Ante Emir mentions that some still lived better because of the so-called the
«zonal allowance», which was supposed to guarantee that in Italy there would not be an excessive
difference in wages across the border: «All over Istria, which was under Italy, they had white bread, white
flour, they had a higher standard than the rest Slovenes in Yugoslavia... And they had, let me tell you,
5,000 dinars of «zonal [occupation] allowance». But the salary was already good as well, six, seven
thousand... one interesting fact: the salary was 20% higher than in Yugoslavia.» In addition, he notices
better living conditions in Istria (Zone B), not only because of higher wages than in Yugoslavia, but also
because of a more accessible border with Italy and «contraband»: «The big difference was such. The
Slovenians had the opportunity to travel to Italy four times a month. And they could also carry some
things... There were those who took meat to Trieste and returned with new shoes, or someone carried
cigarettes and returned with a gold chain, and then resold them. There was nothing lacking in Trieste»
(Hrobat Virloget, 2021: 185).

Despite the strict regime, a slight privilege was observed. Land owners on both sides of the border were
allowed to import up to 10 kg of flour from Yugoslavia. However, it was not specified how many times a
month, and everyone interpreted as wished. In a few years, flour smuggling reached such a level that the
border guards were no longer able to suppress it. Several tons of contraband flour were transported every
day at a certain section of the border (Jeram, 1969: 232).

In the border settlements, you could also find smuggled schnapps (home made strong fruit alcohol),
as well as “amore di frontiera” or “border love”, as the smuggled chocolate was called. “It was a very
special story... Italian soldiers who guarded border, also entered Slovenian territory. They were mostly
well-groomed young men in uniform, and many girls stared at them. They brought them chocolate, which
was not in abundance in those days, it was really something special. However, many of these love stories
ended tragically. Some girls went with the soldiers to Italy at the end of the war, and many soldiers “have
melted like snow”. Thus the girls were left alone, sometimes with one or even two children” (Rant, 2020).

According to Ivanka Zackel [Zhakel], the highest value among smuggled goods was aliquid metal —
mercury, ° which was sold in half-liter bottles. “At the same time, you should know that one such bottle
weighs seven and a half kilograms” (Rant, 2020).

Marija Terpin Mlinar [Maria Terpin Mlinar], the curator of the city museum of Idrija, says that «mostly
this was done alone, only in some cases, when cattle or wood were transported, several people participated
in this. Children and women were the most suitable for smuggling. Of course, the border guards, which
gladly took bribes, often played their role» (Bucik Ozebek, 2014).

Jelka Zejn [Yelka Zhein] from Medvedji Brd pri Rovtah [Medvedi Brd near Rovte, “Bear Hill near
Rovte”’] remembers how she once passed Italian soldiers by carrying 4 kg of butter under her armpits and
in other tricky places. Since she was young and did not yet have real female curves, she made artificial

3 Carbides are used in the production of metal-ceramic and cast hard alloys for metalworking, rock drilling, etc. In reactions,

they are used as alkali metal reducers, deoxidizers, and catalysts.

6 Mercury is mined in the slovenian city Idrija (Idriya). Idrija is a city on the UNESCO World Heritage List, where the second
largest mercury deposit in the world is located.
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breasts from two loaves of butter and even attracted the admiration of the Italian guards. «Come bella
signorinay» (What a beautiful girl), they teased her, thinking that she was not taking anything across the
border. Her secret covers often included coffee and saccharin (Bucik Ozebek, 2014).

The famous smuggler Amalija Kacin [Amalia Katsin], who was even written about the song «Mici la
Bionda» (mice Blonde), had well-trodden paths by her shop, which she set up on the very border in the
village of Sovodenj [Sovoden’]. One night, she allegedly sold as much as 60 kg of coffee across the border.
She also sold dried mushrooms. The mountains in the Slovenian Littoral are rich in boletus mushrooms,
which Italians adore. Therefore, she smuggled ed about 2,000 kg of dry (!) boletus mushrooms. She also
used her trails to sell cocaine for medical purposes and tobacco in Gorica.

That tobacco was often bought by a family from the village of Mrzli Vrh [Mrzli Vrkh, “Frozen Top™].
The newly established border passed right through their house, so through the front door they went to
Yugoslavia and through the back door to Italy. The family bought tobacco from Amalia and «imported» it
to Italy through their own house. In the reverse direction more luxurious industrial products, silk, socks,
“varikina”, 7 fruits went... (Bucik Ozebek, 2014).

The local residents quickly realized that smuggling is a pretty profitable business, although the residents
right on the border never became special masters of smuggling; they were too much in the eyes of the
border guards. More was brought across the border for personal use than for resale.

Cattle smuggling

Whole herds of horses, oxen and other livestock were engaged in truly lucrative smuggling.

Aleksander Jankovi¢ Potocnik [Aleksandr Yankovich Potochnik] recorded his grandfather’s stories.
Below the mountains along the border, near the village of Planina, where the terrain was more convenient,
there was one of the famous crossings near the village of Trte na Medvedjem Brdu [Trte na Medvedyem
Brdu, “Vineyards on Bear’s Hill”’]. Mostly horses were transferred here. The prerequisite for this operation
was that the smugglers agreed in advance — with the buyer and the border guards. Smugglers had to have
enough money to begin with — to first buy horses, and then to bribe guards so that they would not even
accidentally appear nearby during the act (Bucik Ozebek, 2014).

Baldomir Bizjak [Baldomir Bizyak], a retired border expert of the Slovenian militia, recorded the story
of Dominik Bogataj [Dominik Bogatay], from the village of Breznica [Breznitsa] in the border region of
Ziri, which then belonged to Italy. He described in detail smuggling on both sides of the Rapallo border.
From city Ziri to home house on countryside and further to Italy, he smuggled horses mostly, since the
oxen were too slow, and they were easier for the border guards to notice. Horses were harnessed and
transferred from Ziri across the border to city Gorica [Goritsa].

“When the horses were in Breznica, I harnessed them to the wagon and took them to St. Lucia (now
Most na Soci) [Most na Sochi, “Socha Bridge™]. /... / It takes me no more than six hours from home to
Gorica. With good horses, it sometimes took four hours. I went to Kanomlja [Kanomlya], Gorenja Trebusa
[Gorenya Trebusha, “Mountaining Trebusha”], Cepovan [Chepovan] and then bigger village Solkan on
the main road, and on the way to Gorica, to the Cibej [Chibei] inn. At Cibej, I gave up my horses, and
put the horse’s halters in bags. From there, the bags returned by bus from Sepetavec [Shepetavets] inn
to Idrija. A few days later, there was a carriage at Sepetavec inn; from our end, trucks transported wood
to Italy. We returned empty, with our carriages. Therefore, it was not a problem to bring the carriage and
halters home from Sepetavec” (Celik, 2013:152).

On November 18, 1919, the branch office of the district administration in Cerknica [ Tserknitsa]
ordered the local police stations to report smuggling along demarcation line 3 and measures to
suppress this phenomenon. The military units of Cerknica, Loz [Lozh], Babno Polje Babno
Polye], Dolenja vas [Dolenya vas], Nova vas, Bezuljak [Bezulyak] and the Sneznik [Snezhnik]

7 "Varikina” is a ready-to-use solution of sodium hypochlorite for removing stains, washing, and bleaching linen. Sodium
hypochlorite has oxidizing, corrosive, antiseptic and bactericidal properties. It was first obtained in the 18th century, has a wide
spectrum of action and can be used in many industries. Sodium hypochlorite is mainly used as an ingredient of bleaching agents in
laundry, paper and textile, potato starch production. It has a strong bactericidal effect and guarantees effectiveness against bacteria,
viruses and fungi, in addition, it is easy to use. It is used for disinfection of premises, water in swimming pools and cleaning of drinking
water, cleaning of surfaces from blood stains. In horticulture, it is added to a solution for spraying trees against pests.

8 In the Slovenian Littoral, the demarcation line (i.e. a temporary delimitation in the area of the geopolitical border for the
duration of negotiations and the signing of the corresponding agreement) was arbitrarily established by Italy, as it saw its border with
the Kingdom of the SHS in the framework of the secret London Agreement of 1915. Italian troops in many places went too far, and
under the terms of the official demarcation in accordance with the Treaty of Rapallo, they had to retreat to the designated positions. By
the time the Rapallo Treaty was signed, the barbed wire had already been removed by local residents.
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military outpost sent a message. All of them stated that the Italian side is engaged in smuggling,
in particular, livestock. Anton Vatovec [Anton Vatovets], the commander of the Sneznik outpost,
wrote in a report on November 28, 1919: they go to the forest by carriage, live that carriage in
bushes, secretly drive both horses over the border and sell them there. If they suspect something,
they return home with a loaded carriage. The soldiers do not have enough clothes and food, so
they “have to live in poverty and walk everywhere” (Celik, 2013: 143).

On February 4, 1922, a patrol from the station of Grahovo [Grakhovo] arrived in the village of Martinjak
[Martinyak]. A group of smugglers drove a large herd of oxen along a country road in the direction of
Cerknica. Seeing the patrolmen, they hid in the bushes. One shot at the patrolmen, but missed. They left
the cattle and ran away. 18 oxen were caught by the patrolmen themselves, one was caught by another
patrol who came to help them. Cattle were driven to customs on Rakek hill. On February 6, 1922, a public
auction was held there, and the proceeds from the oxen were sent to the state treasury (Celik, 2013: 143).

On August 5, 1922, five peasants from HotedrSica [Khotedrshchitsa] secretly transported several packs
of tobacco to Italy. They were arrested by the Italian financial guard, and one of the arrested fled to the
Slovenian side. The Italians ran after him and caught him, and the Slovenian border guards drove them to
their side of the border. When the arrested smugglers paid a fine of 500 lira each, they were released home,
as was reported to the district authorities on August 14, 1922 (Celik, 2013: 144).

Armed clashes and accidents with smugglers on the Rapallo border

Stormy events took place in the area of the Poljanska Dolina [Polyanska Dolina, “Glade Valley”] near
Rapallo border, when smuggling flourished here.

Joze Vodopivec [ Yozhe Vodopivets], a policeman assigned to the police department in Gornja Radgona
[Gornya Radgona], was killed by smugglers in the morning of October 31, 1919. This was reported by
local police supervisor Jakob Kurent [Yakob Kurent] on November 2, 1919(Celik, 2013: 147).

On March 25, 1920, there was a shooting in Blegos [Blegosh] due to the smuggling of horses to Italy.
The smugglers started shooting at the patrol with revolvers. The patrol responded with shots, and killed
one of them, Juri Tavéar [Yuri Tavchar] (Celik, 2013: 143).

On March 3, 1922, at night, border guard Ivan Resjanski [[van Resyansky] was walking along the road
to Logatec [Logatets]. Near the village of Planina, he detained three local residents who were moving to
the border. Everyone carried a bag with plates and cups. He wanted to take them to the border post. In
the village, one of them all the time turned to the soldier, who warned him three times not to turn around.
When he did not comply and turned around again, the border guard shot and mortally wounded him
(Celik, 2013: 144).

Stanislav Molk from the village of Kacja Vas [Kachya Vas, «Snake Village»], near the Planina village,
escaped from a military prison. The commander of the Planina station in his report dated March 5, 1922
stated that Stanislav Molk, a scout of the command of the Drava Division, was sentenced in Trieste ° to
4 to 12 years in prison (Celik, 2013: 144). In a letter that fell into the hands of the authorities, he also
described smuggling on the border and the social mood in the the Planina village that was in favor of the
Italians. The district chief in the town of Logatec was tasked with verifying the veracity of the military
fugitive’s testimony and on May 1, 1922, compiled two lists of persons who lived in the district. The first
consisted of 19 people suspected of sympathizing with Italians; among them were all of the Windischgritz
family of the Hasberg manor. Another list contained 133 people, so-called «wellknown» smugglers.

Echoes of smuggling in Slovenian literature and oral tradition

In addition to written, a rich oral tradition has been preserved about cross-border smuggling in the
interwar period. Fables were passed down from generation to generation, the participants are no longer
present, and their stories are to be told by their children and grandchildren. Some of these memories were
also recorded by journalists and writers. Sometimes such memories were published in magazines (Zrnec,
1995: 16). This materials have been treated in various local history collections (Jeram, 1969: 230-234)
and novels.

In 1934, the popular novel by Bogomir Magajne [Magayne] called “Granicarji” (Borderers) (Magajna,
1934) was published in Celje. In 1988, Ivanka CadeZz [Chadezh] wrote a novel with the characteristic title

? Trieste is a Slovenian city that, among other, was captured by the Italians under the secret Treaty of London in 1915, when

the Entente entered into "a futures agreement”, i.e. selling Slovenian and Croatian lands to Italy in exchange for Italy entering the war
against Austria, which led to the opening of the Sochan Front on Slovenian land near the modern border with Italy. More than 1 million
people perished here in 1915-1918. Italy lost the war on this front, but after the end of the war gained the right to annex the lands
specified in the Treaty of London.
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“Kontrabant” (Contraband) (Cadez, 1988), where she describes such events on the border with Italy in
the district of Cerklje [Tserklye].

In 1999, Tomas Pavli¢ [Tomash Pavshich] published a book in Idrija called «Ob stari meji» (Along the
Old Border), where he emphasized smuggling from both sides of the Rapallo border in the same Cerklje
district. He also cited several examples of the brutal behavior of Slovenian border guards, which had even
fatal consequences.

Smuggling was almost brought to an end by the gradual decline in the value of the Italian lira in the
1930s, and especially before World War II.

During this time, real tragedies began to happen on the border. Border guards on both sides were
authorized to use firearms against those who cross the border illegally. Many smugglers and other criminals
came under fire. These were the first victims of the approaching war. About this accidents many stories
were told by relatives of participants (Jeram, 1969: 233).

For example, on October 30, 1932, in Leskovica [Leskovitsa], border guards arrested two people from
Cerklje, who had driven to Crni Vrh [Cherny Vrkh, “Black Top”] in their own car. They left the car there,
and then walked to Leskovica, where they were detained and taken to the station west of the village. Janko
Moskot [ Yanko Moshkot] was afraid of the fate of his car, that’s why he started to run away and was killed
by a border guard.

Another such event was on June 21, 1933, when the border guards arrested Janez Frelih [ Yanez Frelikh]
from Gorenji Novaki [Gorenyi Novaki]. A close neighbor accused him of smuggling. The border guards
tortured him and then shot him when he was walking from the Italian border in his home direction.

On April 17, 1934, near the village of Javorje [Yavorye], border guards shot two Slovenians Mirko
Simoni¢ [Mirko Simonich] and Slavko Vogri¢ [Slavko Vogrich], who were now Italian citizens, in the
back when they had just crossed the border (Pavsic, 1999: 62, 64, 105).

Janez Dolinar [Yanez Dolinar] in his memoirs «Prebliski skozi ¢as» (Glimpses through Time) could
not pass by the smuggling that flourished in the vicinity of his native village in Poljanska Dolina. It was
not only about the secret crossing of the border, but also the further sale of contraband goods (Dolinar,
2002: 34-36).

According to oral tradition, Frank’s grandmother from Poljane [Polyane] was also a smuggler, who
visited women in labor and thus went around all the villages in Poljanska Dolina and the surrounding area.
She sold saccharine until she was exposed and convicted. A folk song was even composed about her.

Elderly villagers in these places know how to tell that sometimes jealousy led to a fight between
local boys and border guards who looked at local girls. Border guards married local girls, which is still
evidenced by the Serbian and Croatian surnames of some families on the Rapallo border area — many
border guards came to serve from the southern parts of Yugoslavia.

There was a well-known story of a young girl — lace merchant who was caught by the Italians when
someone betrayed where she was going to cross the border. She was rumored to offend her Italian
boyfriend; because she left him, and he decided to take revenge on her in this way (Rant, 2020).

On the night of April 21, 1934, the border patrol shot dead two local residents who were transporting
a pair of horses to Italy, south of the village of Krnice [Krnitse]. They were Lovro Stanonik from Lovski
Brd, and Matija Ramovs [Matiya Ramovsh] from SuSa [Susha].

After their funeral, there were loud and resonant rumors that they died in great agony because they
called for help. This did not agree with the official report of the border guards that they were killed while
fleeing. Lovro’s father, Jurij Stanonik [ Yuriy Stanonik], was a respectable person and a former member of
the municipality committee. He took care of permission for the exhumation and autopsy of the bodies in
two weeks. The examination established that the victims” arm bones were broken and they were shot with
three shots from a distance of no more than one meter.

After that, no one doubted the rumors about the involvement of Captain Jovanovi¢ [Yovanovich],
the commander of the border guard on the Trata mount near the village of Gorenja Vas [Gorenya Vas,
“Mounting Village”]. Lovro, a famous smuggler, agreed with him that on certain days and nights he
would direct his patrols in such a way that the border crossing would be safe. This time Captain broke his
promise because he owed Lovro for a new carriage he used to drive at work (Celik, 2013: 148). The event
gained wide publicity, the liberal magazine “Jutro”[Yutro, “Morning”] even wrote about it (Vedno nove
zrtve tihotapstva, 1934: 3). A relative of the murdered Lovro, a militiaman in Skofja Loka [Shkofya Loka],
wrote a letter to the king Alexander I in Belgrade. The letter was signed by the relatives of the murdered.
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In it, he extensively described the reasons that forced or encouraged the border population to smuggle.
The letter did not reach the king (Celik, 2013: 148). Perhaps the matter dragged on for too long, and the
letter did not reach the king due to his murder in Marseille in October 1934, 5 months after the event.

On March 28, 1937, a group of nine men and boys secretly drove horses to Italy. Most of them were
from the village of Podcerkev pri Starem trgu pri Lozu [Podtserkev near Stari Trg at Lozh], where they
crossed the border. When they were returning from Italy, two of them got lost in the snow. The rest left
them and returned to the Podcerkev for help. Local residents came to look for them and were able to find
them and transport them home, but it was too late. They were cousins — Janez [ Yanez] Strle from Visevek
[Vishevek] and Stanko Strle from Podcerkev (Celik, 2013: 147).

As the conflict between Yugoslavia and Italy escalated, the more the border became closed, the more
smuggling also became difficult. The Italian army gradually but persistently built concrete fortifications
along the Rapallo border. In response, Yugoslavia also started building fortifications, and everything was
even more complicated. In 1940, smuggling stopped because Yugoslavia built a closed chain of bunkers
and surrounded the border with wire fences.

& 3k sk

Today, Marija Terpin Mlinar and other workers of the City Museum of Idrija, participate in the
international project «(Pre)contraband anthologies». In it, together with the Croatian Museum of
Contemporary Art in Rijeka and the Italian Trieste Contemporanea gallery, stories about smuggling from
different points of view are being discovered, studied and collected.

«Smuggling has certain patterns, also in terms of how the smugglers behave and how much they want
to know about that legendary times. There are witnesses who know a lot about this, but for very different
reasons they are not ready to talk, for some it is forbidden, for some it is a painful topic.

Smugglers chose the most convenient and safe ways to cross the border. As part of the international
project, researchers also want to create a map with smuggling routes on the Rapallo border, which have
not yet been thoroughly explored. «We only know that they were always at the right distance from the
checkpoints,» emphasizes Marija Terpin Mlinar.

Conclusions. According to the decisions of the Paris Peace Conference, the Slovenian lands were
divided between four countries — Italy, Austria, Hungary and the Kingdom of Serbs, Croats and
Slovenes /Yugoslavia. .Slovenian lands assumed the function of the northern border of the newly
created kingdom with neighboring states. The Treaty of Rapallo of 1920 defined the border between
the Kingdom of Italy and the Kingdom of the SHS, at the same tiem it was the northwestern section
of the Slovenian border.

A number of factors led to increased smuggling on the Italian-Slovenian border between 1918 and
1940. First, the injustice of laying the Rapallo border on Slovenian lands: the border literally cut Slovenian
families, settlements and land ownerships. An important factor was low labor employment in border
areas — sparsely populated valleys, which also had difficult geographical conditions — dense forests and
the Eastern Alps, which facilitated secret border crossing. Smuggling was also caused by a significant
difference in the prices of certain goods on both sides of the border. A higher standard of living in Italy
led to an increased flow of goods in its direction. On the Slovenian side, for the local population it was a
matter of survival, not profit.

Despite covering the border with barbed wire and concrete bunkers, it remained quite piercing.
Smugglers managed to transport huge quantities of goods for various purposes and to drive whole herds
of cattle. Despite the cooperation of anti-smuggling institutions on both sides of the border, bribery
flourished among border guards.

The world economic crisis of 1929-1933 and the subsequent depression, the fall of the lira have
painfully effected on the local population on both sides of the border, which led to an increase in the
brutality of border guards against smugglers, to bloody incidents and accidents. Slovenian smugglers
became legendary, and the most interesting stories of smugglers became the subject of Slovenian memoirs
and works of art. Even today, the area around the former Rapallo border attracts tourists.
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Mema cmammi nonsieac y 3 ACy8aHHI NPUYUH NOCUTEHHA KOHMPAOAHOU HA TMANO-CIOBEHCHKOMY KOPOOHI Nicis
Tlepwioi’ c6imosoi sitinu, SU3HAYEHHI KOHMPADAHOU, OOCTIONCEHHT CLOBEHCLKO-IMANIICLKOI chignpayi’ y 60pomuv0i
3 KOHMPAaOanooio i 6CMAHOBIEHHS BIONOGIOHUX CTLOBEHCHKUX 1 IMANIICLKUX YCMAHO8 T CAMO20 «PANANbCLKO20Y
KopOoHy 3 Imaniero (NigHIUHO-3aXIOHA OIISHKA CLOBEHCLKO20 KOPOOHY), POUIUPEHHS 3HAHHS PO KOHMPAOAHOHT
mosapu, npoyecc KOHMpadaHou i Gi0OMUX KOHMPAOAHOUCMIG, iXHI GIOHOCUHU 3 NPUKOPOOHHUKAMU HA
Panannvcokomy kopOoHi, giuguerHs 6I01YHH KOHMpadanou na Panaiibcokomy KopOoHi 6 CoseHCwbKil aimepantypi
i yemuii mpaouyii. /[ yb0eo 6UKOPUCMOBYIOMbCS 3A2ATbHOICIOPULHI MEmOoOU 00CTIONCeHHs — NepioousayitiHul,
NPOOIEMHO-XPOHONO2TUH UL, CUHXDOHICIUYHUY, ICOPUKO-2EHEMUYHULL, ICTNOPUKO-MUNONOTUHUIL.

Pesynomamu. 3a piwennsmu Ilapusvroi muproi konghepenyii Oyno ykiadeHo Husky 002060pie, y momy 4ucii
CIMOCOBHO CNOBEHCHKO20 NIGHIUHO20 KOpOOHy. [loeosip 3 Imanieto, nionucanuii y Pananno y 1920 p., npopizas
EMHIUHY CLOBEHCLKY MEPUMOPI Mak, ujo no 00UOI CIOPOHU KOPOOHY ORUHUAUCS OIU3bKI poduyi, cyciou i Opy3i,
maxooic Oy po3oineni 3emneeonodints. Kopoon Oys ecmarnosnenuil i ykpinieHuil 3 KOouum Opomom, OemoHHumu
Oynkepamu 3 imaniticvkoi cmoporu. J[piOHolo KoHmpabanoo 3aUMAanics JHCiHKU [ 0imu, BUHOCUTU 30€0LIbIU020
¢ Imanito, uepes mamowniti euwuil pieen» docmamxy. Benuxoio koHmpabanooio xyooou 3aumanucs eepynu
030poenux konmpaobanoucmis. Ha nouamxy 1930-x pp, nouanocs nadinna xypca nipu, i Ha KOPOOHAX NOYATUCH
030pocHi cymuuky 31 cuepmenvHumy pesyavmamami. Lls 0oda 6 icmopii Crosencorozo [Ipumopws, de npoxoous
«PAnanIbCoKutl KOPOOH ', HAUWLA BIOAYHHSL 8 CLOBEHCHKIL YCMHI Mpaouyil, cno2adax i XyOoxcHiil iimepamypi.
Bucnosku. Ilpuuunamu nocunenns KoHmpabdaHOu Ha imano-ciogeHcbkomy kopooui y 1918-1940 pp. o6yna
HeCnpagedausicmy npokaadents Pananibcbkoeo KOpOOHy MO CIOBEHCOKUM 3eMISM, PISHUYA 8 YIHAX | HU3bKA
3atHAmicms no 00udsi cmoponu kopoory. Imanis i crosencoki inii depocashux yemarnos Koponiscmea CXC /
FOz20cnasii cnisnpayiosanu y 60pomv0i 3 KOHMPAOAHOOIO WUPOKUM CHEKMPOM mogapis. ¥ npoyecc konmpabanou
Oynu 3any4eHi JHCciHku, Oimu i 3HAMeHUmi KOHMpabanoucmu, a maxoxc NPUKOPOORHUKYU 3 000x cmopin. Hatlbinow
yixasi icmopii KoHmpadanoucmis, Kpusaesi CymudKy i HeWjdcHi 6UNAOKU Ha KOPOOHI CIAIY NPEOMEMOM CIOBEHCHKUX
€no2adie i XyoodicHix meopis.

KawuoBi cmoBa: Panamnbchkuit KopaoH, 0OpoTbOa 3 KOHTpaOaHIIOW, TPUYMHU KOHTpaOaH[H,
KOHTpaOaH/IHI TOBapH, KOHTpabaH/1a Xy/I00H, HeIaCHI BUITAKH 3 KOHTPaOaHANCTAMH Ha KOPJIOHAX.
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STRATEGY OF CUSTOMS BUSINESS SERVICES BASED
ON MARKETING MANAGEMENT

The article substantiates the relevance of developing customs services on the basis of marketing management.

The author analyses the available literature and practical materials that reveal the importance and relevance
of the issue of customs reform in Ukraine, ensuring the efficiency of customs services for enterprises at
different levels, solving existing problems and preventing threats in this area. At present, there are many
reasons for the low level of efficiency of customs services operations at different levels, which is caused by a

wide range of factors: peculiarities of the construction and functioning of the management system in customs

authorities, the level of staffing of customs authorities, sofiware and hardware, infrastructure, financial
support, development of the legal framework regulating customs services to enterprises; development of the
tools, technologies, systems, institutions of customs services

The interaction of customs authorities with foreign economic operators is becoming a crucial factor in the
effective fulfilment of the tasks of the customs service.: accelerating trade turnover, replenishing the budget
and ensuring the national security of the country.

Based on the results obtained, the article formulates definitions of “‘customs marketing”, “marketing
environment of the customs sphere”, substantiates the strategy of customs business services based on

marketing management, and identifies stages of formation of the strategy of customs business services based on
marketing management. The proposed strategy of customs business services based on marketing management
provides for consideration of the influence of factors of the marketing environment of the customs sphere and
interests of foreign economic entities on the effectiveness of customs reform for sustainable economic growth
of Ukraine and its positioning as a reliable international trading partner.

The strategy of customs business services based on marketing management: will allow customs organisations
to be more efficient and competitive, meet all current and future needs of foreign economic operators, as well as
facilitate their adaptation to the conditions and requirements of customs, ensure the most effective interaction
between customs authorities and business structures, which will have a positive impact on minimising the time of
customs formalities and will reduce the labour costs of counterparties and complete economic transactions in a
short time; facilitate

The implementation of the customs service strategy based on marketing management will contribute to the
implementation of the main tasks of the State Customs Service: efficient and effective revenue collection, protection
and security of society, and creation of favourable conditions for the development of foreign economic activity.

Key words: customs, customs authorities, customs marketing, customs services, marketing environment of
the customs sphere, subjects of foreign economic activity.
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At present, there are many reasons for the low level of efficiency of customs services operations at
different levels, which is caused by a wide range of factors: peculiarities of the construction and functioning
of the management system in customs authorities, the level of staffing of customs authorities, software
and hardware, infrastructure, financial support; development of the legal framework regulating customs
services to enterprises; development of the tools, technologies, systems, institutions of customs services

Currently, the potential for interaction between the state and business in the field of customs in Ukraine
has not been realised, and customs regulation issues are becoming increasingly important. Ukrainian
customs authorities often follow a fiscal approach, which leads to overpayment of significant amounts of
customs duties or imposition of penalties. Thus, the development of customs services based on marketing
management is critical for doing business in Ukraine.

Analysis of key research and publications. A significant contribution to the development of modern
concepts and applied tools has been made by scholars of public marketing: E. Romat (Romat, 2016),
K. Romanenko (Romanenko, 2010), M. Ruda (Ruda, 2023), A. Shtyrlina (Shtyrlina, 2016) and customs
administration: 1. Berezhniuk (Berezhniuk & Pashko, 2017), O. Budz (Budz, 2017-2018), E. Harmash
(Harmash, 2019), A. Makarenko (Makarenko, 2017), M. Maksymov (Maksymov, 2022), D. Pryimachenko
(Pryimachenko, 2023), V. Chentsov (Chentsov, 2017-2023).

However, these studies relate to the legal aspects of customs and customs administration in public
administration, while the use of marketing technologies in customs activities remains an under-researched
issue. Today, there are practically no materials that would address the issues of customs marketing and the
development of customs services based on marketing management.

The article is aimed at developing and substantiating the strategy of customs services for business
(foreign economic operators) on the basis of marketing management.

Based on the purpose of the study, the article solves the following tasks: defines the marketing
environment of the customs sphere; reveals the problems of customs business services in Ukraine; and
proposes a strategy for customs business services based on marketing management.

Research methods. The object of the study is the process of forming a strategy for customs services
for business based on marketing management. The main hypothesis of the study is as follows: the
interaction between customs authorities and business structures organised on the principles of marketing
should be mutually beneficial for both business and customs authorities: such a relationship will allow
business to reduce costs and significantly increase the speed of turnover, which will increase profits, and
customs authorities will be able to effectively perform their main function, which is to replenish the state
budget revenues.

The research is based on the use of scientifically based approaches formulated by leading scientists
in the field of public marketing, public administration and customs organisation, modern principles of
marketing management and management strategies, principles of analysis and forecasting.

The paper uses the methods of theoretical and empirical research. The method of observation allowed
obtaining primary material for its study; the method of expert survey was used to determine which issues
related to customs are important for the business environment; the method of formalisation — to systematise
the content of research, interrelationships of its various provisions, to identify and formulate unsolved
problems; methods of analysis and generalisation were used to build a strategy for customs services to
business based on marketing management.

Results. The interaction of customs authorities with foreign economic operators is becoming a
crucial factor in the effective fulfilment of the tasks of the customs service: accelerating trade turnover,
replenishing the budget and ensuring the national security of the country.

Customs services for businesses is a multi-subjective process based on the interaction of various
entities, including customs authorities, businesses, customs intermediaries, and non-profit organisations.
In addition, other entities are also interested in the results of customs services, including the state, society,
authorities, customs authorities of neighbouring states, and international organisations.

The World Customs Organisation has formulated the basic principles for improving the quality of
customs services for foreign economic operators (IlItTupmina, 2016). These principles are set out in the
International Convention on the Simplification and Harmonisation of Customs Procedures or the Kyoto
Convention, which defines the following principles of customs procedures: predictability and transparency
of customs procedures; simplification of customs procedures for authorised operators; simplification
of goods declaration and supporting documentation; reasonable minimisation of control procedures in
compliance with customs rules; maximum possible use of information technology; application of the
customs risk management system and customs.
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In our opinion, the development of customs services for business requires taking into account the
principles of marketing, i.e. the development of «customs marketing», because the socio-economic
transformations taking place in Ukraine do not bypass the State Customs Service, i.e. the satisfaction
of customs «customers» (foreign economic operators) depends not only on the quality of customs
services (quality of customs product), but also on the influence of the factors of the marketing
environment of the customs sphere and consideration of the interests of foreign economic operators.

Marketing is a two-way process and properly organised interaction between customs authorities and
business structures should be mutually beneficial for both business and customs authorities: for business,
such a relationship will allow to reduce costs and significantly increase the speed of turnover, which
will increase profits, and for customs authorities — to effectively perform their main function, which is to
replenish the state budget revenues.

Customs marketing is the process of establishing, maintaining and expanding close cooperation
between customs authorities and foreign economic operators, which involves a focus on quality service
for each consumer of customs services (foreign economic operators), taking into account their specific
needs and characteristics (Hurdey, 2021).

Customs marketing efforts should be aimed at achieving comprehensive goals:

—  Improving the quality and competitiveness of customs administration;

— ensuring the prerequisites and optimal conditions for facilitating international trade;

— accelerating Ukraine’s foreign trade turnover;

— ensuring the comfort of foreign economic activity without reducing the effectiveness of customs
control.

The development of this study is that customs services for business depend not only on the quality of
work of customs authorities (quality of customs product), but also on the consideration of the influence of
factors of the marketing environment of the customs sphere and consideration of the interests of foreign
economic operators, so there is a need to consider them in more detail.

The marketing environment of the customs sphere is a set of active subjects and forces that are
a source of opportunities and threats for foreign economic operators, under the influence of which the
subject and object of customs marketing are formed, a system of means is created and their structure is
formed (Fig. 1).

Marketing environment of the customs sphere
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Figure 1. Marketing environment of the customs sector
Source: developed by the authors

Ukraine is obliged to protect the rights and legitimate interests of foreign economic operators
(Verkhovna Rada of Ukraine, 1991).

The interests of foreign economic operators in customs services are to obtain high-quality, complete
and reliable information on customs issues from the state, simplify customs formalities, etc.
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Representatives of legal retailers (foreign trade entities) expect simplified customs formalities for
importing original goods that will facilitate free trade. The harmonisation of Ukrainian legislation in this
area with EU law will help to improve the regulatory environment and promote trade.

The payment of taxes (customs duties, VAT, excise tax) is an integral part of the customs clearance
of goods upon import. The ease of tax administration during customs clearance accelerates the flow of
funds to the state budget, optimises time and administrative costs for businesses, and thus improves the
country’s investment attractiveness as a whole.

Customs is a statistical body. The amount of goods delivered by a business is the amount of taxes and
duties that customs must collect. But the government prescribes collection plans for customs, which are
often conflicting, but must be fulfilled — and that’s when corruption and pressure on business begins. For
example, raising the customs value to meet the plan.

Effective customs reform is crucial for Ukraine’s sustainable economic growth and its positioning as a
reliable international trading partner.

Given the urgency of customs reform in Ukraine, and supporting the Government’s efforts to accelerate
the reform agenda, the Experts of the American Chamber of Commerce in Ukraine have identified the
customs-related issues that are important for the business environment, the current problems of customs
regulation, and the ways to solve these problems. For this purpose, a survey was conducted among
representatives of companies with foreign capital that are actively engaged in foreign economic activity
and are top-ranked in international (e.g. Forbes) and Ukrainian (e.g. Top 100 Taxpayers) company rankings.

The success of the customs reform is primarily attributed by domestic business to two factors: a clear
vision of the future of the customs service and the support of the business community. Businesses are
particularly interested in the support of the business community, as any positive customs innovations that
simplify the conditions for conducting foreign trade and improve the business climate in the country will
always be welcomed and supported by business.

For the business community, which interacts with customs on a daily basis, it is especially
important to receive high-quality, complete and reliable information on customs issues from the state:
explanations, announcements, recommendations, consultations, information on tariff and non-tariff
regulation, etc. The availability of such information primarily affects the investment attractiveness
of the country as a whole and is a direct obligation of Ukraine under the current WTO agreement on
trade facilitation. According to the survey: 81% of respondents expressed the opinion that Ukrainian
companies would like to have a permanent and reliable channel of communication with customs
(e.g., a special contact number), through which they could receive advice or clarification on the
application of customs legislation (Gunder, 2020).

Clear and
understandable
explanations of customs
legislation

Online training
courses on customs
issues

Texts of regulatory acts
on customs issues

Contact details of civil Rates of customs duties
servants who can be and other taxes, as well as
contacted non-tariff regulations

Figure 2. Information support for business on customs issues

In order for the customs authorities to better understand business and be in constant contact, it is
advisable to create special officials within the customs authorities responsible for supporting the foreign
economic activities of large importers and exporters.
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In addition, the format and quality of information posted on the Internet resources of the Ukrainian
customs administration needs to be improved, in particular

1) clear and understandable explanations of customs legislation and consultations on frequently
asked questions;

2) systematised reference books (taxation, non-tariff measures, rules of origin) on goods by UKT ZED
codes (similar to product references in brokerage programmes and the EU Trade Helpdesk information
resource);

3) contact details of specific civil servants who can be contacted.

Intoday’s digital era, customs offices in almost all countries of the world are implementing projects aimed
at automating management processes and introducing electronic document management. Automation of
customs procedures and the use of modern information technology at customs can significantly speed up
the release of goods, simplify control during customs clearance, reduce the role of the human factor and
reduce opportunities for corruption.

From a business perspective, the most important area of customs reform is the automation of customs
procedures and electronic data exchange. 90% ofthe companies surveyed rated this area as «very important».
According to the survey: 85% of the surveyed companies reported that they would be interested in the
possibility of customs clearance of goods in full before their actual importation into Ukraine; 75% of the
surveyed companies noted that the possibility of filing a customs declaration at the location of the company
(regardless of the actual location of the goods) would be very useful for them. Customs formalities in the
questionnaire were defined as those types of customs control that companies associate with the most
delays, such as requests for additional documents, customs inspection, and sampling. The efficiency of the
appointment and execution of customs formalities directly affects the time, administrative and financial
costs of importing and exporting goods. More than 80% of respondents identified the issue of customs
formalities as «very important» or «important». According to the survey: 60% of the surveyed companies
have no complaints against customs regarding the excessive frequency of inspections of their cargo (both
inspections and document checks). However, the number of those who are dissatisfied with the increased
attention of customs to their goods is also quite significant — 3.5%. According to the survey, the average
customs clearance time in cases where no additional control is required is 3 hours. The maximum time
for customs clearance in cases where additional documents are requested can be 80 hours, and in cases of
sampling and testing — up to 336 hours (Gunder, 2020).

It is worth noting that in the EU, customs clearance takes less than 5 minutes in 63% of cases and only
9% of cases exceed 1 hour (it can take up to 48 hours). Such results cannot be achieved without significant
progress in the areas of customs procedure automation and risk management.

Post-audit customs control is a widely recognised tool for facilitating international trade. An efficiently
established customs post-audit system allows the customs administration to simplify customs procedures
at the time of release of goods and reduce the timeframe for customs clearance, while proper documentary
control can be carried out at the stage after customs clearance is completed. The provisions of international
agreements (e.g., the EU-Ukraine Association Agreement) also oblige Ukraine to apply modern customs
control methods, such as risk analysis, post-release control and company audits.

According to the companies’ comments, businesses do not currently see any correlation between the
simplification of the release of goods and documentary inspections by the SFS. The companies also claim
that the purpose of post-clearance audits is currently to look for opportunities to charge additional taxes on
goods released into free circulation. According to the survey results, the problems with the current state of
post-audit voiced by companies are obvious. However, the survey data once again shows that post-audit in
Ukraine does not currently fulfil its main function, namely, it is not a trade facilitation tool. And until the
approach of state authorities to the purpose and purpose of post-clearance inspections changes, post-audit
will remain a measure of an exclusively fiscal nature (Gunder, 2020).

However, in the context of Ukraine’s European integration, domestic business entities have promising
opportunities for progressive development in foreign economic activity. The Association Agreement
between Ukraine and the European Union provides for many significant advantages for domestic enterprises
to enter and operate in European markets. A significant part of these preferences relates to customs
services for foreign economic operators. Thus, Chapter 5 of the Association Agreement between Ukraine
and the European Union «Customs and Trade Facilitation» emphasises the importance of high-quality
customs services in creating a favourable international trade environment. In particular, the document
refers to the need to improve and harmonise national customs legislation with international standards in
the context of unification and simplification of customs procedures, cancellation of a significant part of
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customs payments, introduction of progressive customs instruments, reduction of financial and time costs
for customs services, etc. All such measures should be implemented in compliance with the principles of
efficiency, unification, transparency, non-discrimination, and progressiveness (Kuzio, 2018).

The strategy of customs services based on marketing management is that the object of marketing
management is the relationship (communication) with participants in customs activities (customers)
through the processes of standardisation and unification of customs services. The only way to satisfy
foreign economic operators is to individualise relations with them, which becomes possible through
the development of long-term cooperation between partners: foreign economic operators and customs
authorities.

The main objectives of the customs business service strategy based on marketing management are
to improve the customs service sector, enhance the quality of customs services, dominate the market of
public services in the customs sector, address important issues of economic security, and facilitate trade
through the use of customs instruments in accordance with all international standards.

Thus, the formation of a strategy for customs business services based on marketing management
is based on the fact that the goals and objectives of the strategy should take into account the impact
of factors on the marketing environment of the customs sector and the interests of foreign economic
operators (Fig. 3).

A
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AUTHORITIES ENTITY
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Factors of the customs Interests of of foreign
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i

Formation of customs business services based on marketing
management

Figure 3. Formation of a customs business service strategy based on marketing management
Source: developed by the authors

The strategy of customs business services based on marketing management:

— will allow customs organisations to be more efficient and competitive, to meet all current and
future needs of foreign trade operators, and to assist in the adaptation of foreign trade operators to the
conditions and requirements of customs;

—  will ensure the most effective interaction between customs authorities and business structures,
which will have a positive impact on minimising the time of customs formalities and will reduce the
labour costs of counterparties and complete economic transactions in a short time;

—  will contribute to a significant acceleration of foreign trade turnover.

Customs services are an essential condition for the market success of importing or exporting goods. In
the absence of modern customs services, especially in the case of lengthy customs clearance or poor storage,
goods lose their consumer value (or part of it), become uncompetitive and may be rejected by the buyer.
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On the basis of the studied specialised literature and regulatory acts, the stages of strategic planning of
customs business services based on marketing management are determined (Fig. 4).

Collection and processing of information
(SWOT - analysis of the customs marketing environment)

!

Formation of a comprehensive information base
on the status, threats and prospects of customs services for foreign
economic operators

.

Formation of the mission, vision, strategic goals and objectives
of customs services for foreign economic operators

!

Development of a system of strategic indicators,
that will ensure the achievement of the established strategic benchmarks
of customs services for foreign economic operators

,

Formation of programmes of interaction with foreign economic
operators
state authorities, international organisations, customs authorities of
other countries, specialised customs organisations, etc.

!

Formation of a work plan
to be performed to achieve the set strategic goals (indicating the content
of work/activities, deadlines, responsible executors, expected results)

!

Formation of funding sources
carmarked funds of the state budget, special funds, resources received
from the implementation of customs experiments, foreign investments,
etc.

.

Evaluation of the customs service strategy for foreign economic
operators
by the criteria of effectiveness and achievability

Figure 4. Stages of strategic planning of customs business services based on marketing management
Source: developed by the authors

Conclusions. The implementation of the customs service strategy based on marketing management
will contribute to the implementation of the main tasks of the State Customs Service: efficient and
effective revenue collection, protection and security of society, and creation of favourable conditions for
the development of foreign economic activity. In this case, the customs will actually control goods that
are transported in violation of Ukrainian legislation, rather than creating artificial obstacles for business,
creating the highest possible tax burden.

Expected result: Development of an algorithm for the successful implementation of the issues raised,
which are the basic factors for both the optimal performance of customs functions and successful business.
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YV cmammi obrpynmosano axmyanvHicmy po3sUmKy MUmMHO20 00CIV208V8AHHA HA OCHOBI MAPKEMUH20B020
ynpaeninus. Ilpoananizosano naaeHi aimepamypui Odcepend ma NPAKMUYHi Mamepian, Wo po3KpUBArONtb
BAdICIUGICMb A AKMYANLHICb NUMAHHA pehopmu MUmHoi cnpagu 6 Ykpaiui, 3abesneuenus epexmueHocmi
MUMHO20 00CTY208Y6aHHA NIONPUEMCIG HA DISHUX DIGHAX, GUDIUEHHA HASAGHUX NPOOIeM MA NONEpeodiCceHHs
3aepo3 y yil cghepi. Huni npuyun HU3bK020 pisHs epekmugHocmi peanizayii onepayiti 3 MUMHO20 00CILY208)8AHHS
HA pi3HUX pigHAX documb bazamo, uwjo 00YMOGIeHO JiEl WUPOKO2O CNeKMpPY YUHHUKIG: ocodnugocmell noby0osu
ma QYHKYIOHYS8aHHA CUCIEMU YIPABIIHHA Y MUNHUX OP2AHAX, PI6HA KAOPOB02O 3a0e3Ne4eH s MUMHUX Op2aHis,
NPOPAMHO-MEXHIUHO20 3a0e3neuenHsl, iHpacmpykmypHo2o 3abe3neyens, inancoo2o 3a0e3neyeHts, po3GUNKY
HOPMAMUBHO-NPABOBOT 0A3U, WO Pe2ylIoe MumHue 00C1Y208Y8aHHS NIONPUEMCIE, PO3GUNIKY BUKOPUCTIOBY8AHUX
IHCMpYMeHmig, MeXHON02Il, CUcmeM, [HCIUNYmie MUMHO20 00CTY208Y8AHHL NIONPUEMCIG, MINCHAPOOHA
CRiGNpaYs MUMHUX OP2aHi8; 0COOAUBOCIT MUMHO20 00CIY208Y8AHHS NIONPUEMCING MUMHUMU NOCEPEOHUKAMU,
0COOIUBOCTNT MUMHO20 00CLY208YBAHHSA NIONPUEMCING HEKOMEPYIHUMY OpeaHi3ayiamu (mMopeoso-npomMuciosumu
nanamamy, 2poMAadCbKUMu 00 EOHAHHAMU MOWO0), O0COONUBOCHI] MUMHO20 CAMOOOCTY208Y8AHHS CYO €Kmi6
306HIUHbOCKOHOMIUHOI QiAILHOCIE, eKOHOMIYHULL CINAH KPAIHU, 8ILICbKOBO-NONIMUYHULL CIAH 8 KPAiHti, 2e02pagiuHo-
mepumopianvre pO3MAULY8aHHs KPAiHu, 308HIUHA MOP2I6Ns Kpainu, MidCHAPOOHe CRIBPOOIMHUYMEO KpaiHi,
0eporcagHa MumHa noNimuKa moujo.

B3aemodis mummnux opearis 3 cyd eKmamu 308HiUHbOEKOHOMIYHOI i IbHOCII CIAE HAUBANCTIUBIUIUM (DAKMOPOM
ehexmueH020 GUKOHAHHSL 3A680AHb, AKI COANb Neped MUMHOIO CIYHCO0I0. NPUCKOPEHHS MOBAPO0DI2y, NONOGHEHHS
Or00oicemy i 3a0e3neuents HAYIOHATLHOT Oe3neKu Kpainu.

Ha niocmasi ompumanux pe3yimamie copmyivb08anHo GUSHAYEHHS (MUMHULL MAPKEMUHe», («MApKemuHzoee
cepedosuiye MumHoi  cepuy, OOIPYHMOBAHO CMPame2ilo MUMHO20 00CTYe08y6anus 0OisHecy HA OCHOGI
MAPKEMUH208020 YNPABNIHHS, GUSHAUEHO emani (OpMYBAHHA cmpamezii MUMHO20 00C1Y208Y8aHHs 0izHecy Ha
OCHOBI MAPKEMUH208020 YNPAGNIHHA. 3anpononosana cmpamezis MUmMHO20 00CIY208Y6aHHs Oi3HECY HA OCHOGI
MAPKeMuH208020 YNPAaGiHHA nepeodauac 8paxyeants 6naugy (paxmopie MapKemunz068020 cepedosutya MUmHoi
chepu ma inmepecie cyd €kmie 306HIUHLOCKOHOMIUHOI Ha ehekmugHicmo Mumnoi pegopmu O0ns cmanozo
eKOHOMIUHO020 3pocmanis Ykpainu ma ii no3uyiony8anta K HadilHo2o MidCHAPOOHO20 MOP20BETLHO20 NAPHHEDAL.
Cmpamezis mumno2o 06ciye08yeants 0Oi3Hecy HA OCHOBI MAPKEMUH208020 VYRPAGNIHHA: O00360IUMb MUMHUM
opeanizayism 6ymu Oinbut eexmusHUMY I KOHKYDEHMOCHPOMONICHUMU, 3A0080IbHAMU 6CI MENEePiuuHi ma MatloymHi
nompebdu cy6’ekmie 3EJl, a maxooxc cnpusmu ix adanmayii 0o yM08 i 6umoe MumHoi cnpasu,; 3abesneyums
MAKCUMATBHO eDeKMUGHy 83aeMO0II0 Mide MUMHUMY Op2aHamil i Oi3HeC-CIMpYKIMypamu, Wo NO3UMUEHO 6NuHe
HA MIHIMI3ayilo 4acy NpoXOOXCEHHS. MUMHUX opManbHocmell ma 00360NUMb 3HUNCY8AMU MpYoosi umpamu
KOHMPA2EeHMI6 I 3a6epulysamil eKOHOMIYHY Y200y 8 KOPOMKULL MepMiH, CHpusmume 3HAUHOMY NPUCKOPEHHIO
306HIUHLOMOP206ETLHO0 MOBAPO0DIZY.

Peanizayis cmpamezii Mumnozo 00ciy208y8anHs Ha OCHOBI MAPKENUH208020 YIPAGIIHHS chpusmume peanizayii
OCHOBHUX 3a80anb [lepoicasroi mumuoi ciyscou: egexmushe i Odicse 30upanna 00xodis, 3axucm i Oesnexa
CYCRITLCMEA, CIMEOPEHHS CNPUAIAUGUX VMO8 018 PO3GUIMKY 306HIUHLOCKOHOMIUHOT QIATbHOCTI.

Kuarouogi ciioBa: MuTHa cripaBa, MUTHI OpPTaHH, MUTHUH MapPKETHHT, MUTHE 00CITyTOBYBaHHSI, MADKETHHTOBE
CepenoBHIIe MUTHOI chepH, Cy0’ €KTH 30BHIITHEOCKOHOMITHOT MisTTHHOCTI.
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CUSTOMS PAYMENTS: IMPACT ON BUDGET FORMATION
AND FINANCIAL SECURITY OF COUNTRIES

The purpose of the article is to analyze the impact of customs payments on the formation of the country s budget
before the war and during full-scale. The study was carried out using the methods of synthesis andanalysis,

deduction and induction (to review the existing pnational apparatus regarding the essence of customs

payments), the method of comparative statistical characteristicsgraphical and analytical method,analysis

of facts, factors and phenomena according to various indicators and criteria systematization and analysis of
the volume and structure of indirect taxes in the formation of the country’s budget), generalization (for the
formation of research conclusions). s tax on the added value of goods imported into the customs territory of
Ukraine. Abouta comparative analysis of customs payments to the State Budget of Ukraine before the war
and during the full-scale invasion ofimport and export, and other factors affecting customs revenues. The role
of customs payments in the general balance of the countrys budget and their significance for financesand
stability and state security are investigated. Previews the measures taken to support economic stability and
ensure the functioning of and states in the difficult conditions of war, within particular, the role of of foreign

countries and international organizations in the formation of the revenue part of the budget of Ukraine.

The article also explores measures that a state can take to stabilize customs payments during wartime, such

as revising tariffs, simplifying customs procedures, and providing incentives for importers and exporters.

In conclusion, the article provides a holistic overview of the impact of customs payments on the country s

budget, emphasizes the importance of customs payments as a stable source of budget revenues and the need
to strengthen the effectiveness of management to ensure the financial and economic security of the country.

The article also offers recommendations for the management of customs policy during war to minimize the
negative impact on the country s budget and economytaking into account the interests of both the state and
citizens. The proposed recommendations can contribute to the development of an effective policy in the field
of customs relations to improve the economic situation in the country.

Key words: military conflict,martial law, customs payments, value added tax, excise tax, customs duty,
customs policy, indirect taxes, state budget revenues.
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stream for the budget, as indirect taxes are paid at different stages of production and circulation of goods
and services, which increases the possibility of budget revenues even if sales volumes change. Secondly,
customs taxation can be used to regulate consumer behavior and encourage or restrict the consumption
of certain goods, for example, through excise taxes on alcohol or tobacco. It also reduces the burden
of direct taxes, such as income tax, and makes it easier for businesses and individuals to pay taxes, as
they can spread the taxation over different stages of transactions or purchases. Thus, the collection of
customs duties performs an important function in financing public needs and regulating economic and
social development.

Value added tax (VAT) is one of the most important taxation instruments in many countries,
including Ukraine. VAT is an indirect tax levied on businesses when they sell goods or provide services.
It is based on the concept of value added, where the taxable amount includes the difference between
the value of the goods at the beginning of production and the value of the goods after processing,
improvement and sale. The main essence of VAT is to tax the difference between the value of a good or
service at the beginning of production and the value of that good or service at each subsequent stage of
its circulation, from the supplier to the final consumer. The Tax Code of Ukraine defines value added
tax as an indirect tax that is calculated and paid in accordance with the provisions of Section V of the
Tax Code (Tax Code of Ukraine, 2010).

The VAT plays an important role in financing public expenditures. It provides a stable revenue stream
for the budget, which is used to finance various areas, including education, healthcare, infrastructure,
defense and other government programs, and has several key aspects:

a) Collection of stable revenues: VAT provides a stable revenue stream for the state budget. Since
it is levied at every stage of production and circulation of goods and services, it results in regular budget
revenues, regardless of seasonality or fluctuations in sales.

b) Possibility of revenue forecasting: Due to the stable nature of VAT taxation, the government can
better forecast revenues and plan budget expenditures. This makes the financing of government programs
and infrastructure projects more predictable.

c) Distribution of the tax burden: VAT allows to distribute the tax burden among different economic
entities and citizens. Usually, the final consumer bears the bulk of the taxation, but VAT payers are
enterprises at different stages of production and circulation, which reduces the burden on business entities.

d) Regulation of consumer behavior: Changes in VAT rates can affect consumer behavior. Lower
rates may encourage consumers to buy more goods and services, thereby supporting economic growth.
In contrast, an increase in rates can reduce consumer activity, which can be useful if there is a need
to curb inflation or limit consumption of harmful goods (Yu. Yu. Sus, N. S. Boiko, K. S. Nazimova,
V. V. Zaliubovska, 2021). In 2022, by lowering the VAT rate on fuel, the government was able to curb the
rapid rise in gasoline and diesel prices in the face of a total shortage, which allowed consumers to adapt
to further price increases.

An excise tax is a special tax imposed on certain types of goods, usually on goods that may be harmful
to health or the environment, such as alcohol, tobacco products, fuel, cars, etc. The Tax Code of Ukraine
defines the excise tax as an indirect tax that is calculated and paid in accordance with the provisions of
Section VI of the Tax Code of Ukraine (Tax Code of Ukraine, 2010). This tax is included in the price of
goods and collected from producers or importers. In Ukraine, the excise tax is applied to goods such as
alcoholic beverages, tobacco products, fuel, energy drinks, cars, electricity and other consumer goods
(Tax Code of Ukraine, 2010). Excise tax rates are set for each type of goods. Some excise tax rates are
based on the number of units (e.g., the number of liters of alcohol in a drink) or volume (e.g., the number
of liters of fuel). This helps to ensure proportionality of taxation. Excise rates may be higher for goods
that have a harmful effect on health (e.g., tobacco products) or the environment (e.g., cars with high
emissions). Setting excise tax rates can also be based on the financial goals of the state, such as increasing
budget revenues or regulating consumer behavior (N. I. Atamanchuk, N. S. Khatniuk, N. M. Boreiko, &
Y. Yu. Bakai, 2021).

Customs duty in Ukraine is a nationwide mandatory tax levied on the movement of goods across
the customs border of the country, as well as on a number of customs operations. Customs duties are
calculated and paid in accordance with the provisions of the Customs Code of Ukraine (Customs Code of
Ukraine, 2012). There are import duties, export duties, seasonal duties and 4 special types of duties such
as: special, anti-dumping, countervailing, additional import duty. Customs duties are collected at customs
offices during customs operations. Payment of customs duties is mandatory for companies and individuals
engaged in international trade (Customs Code of Ukraine, 2012).
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Customs duties, excise taxes, and value added tax are important sources of revenue for the Ukrainian
budget, playing a key role in financing various programs, projects, and social needs of the country. Duties
levied on foreign trade provide the budget with a stable financial resource and can be used to protect the
domestic market. In turn, the excise tax and VAT are aimed at increasing budget revenues, as well as
regulating consumer behavior and promoting social and economic goals.

Changes in customs duties directly depend on the volume of export and import operations. Table 1
shows the dynamics of key macroeconomic indicators for the period from 2019 to 2023.

Table 1
Main macroeconomic indicators of Ukraine
Indicators 2019 2020 2021 2022 2023
Real GDP growth rate, % 3,2 -3,8 3.4 -28.8 5,0
Exports of goods and services, min. U.S. § 63 556 60 707 81 504 57 517 51093
Change in exports of gopds and services, in % to the 7.4 45 343 29,4 112
previous year
Imports of goods and services, min. U.S. § 76 067 63 085 84 175 83 254 88 488
Change in import of goods and services,
at % to the front rock 78 17,1 33,4 -1l 6.3
Balance of payments, million U.S. $ -12511 -2378 -2671 -25737 -37395

Source: Compiled by the authors on the basis of (Official website of the Ministry of Finance of Ukraine. Balance of
payments: 2019 — 2023; Website of the Ministry of Finance. Information of the Ministry of Finance of Ukraine on the
implementation of the State Budget of Ukraine for 2019-2023);

The information in the table clearly shows the impact of the crisis on GDP and foreign trade. Thus,
in 2020, gross domestic product declined by 3.8%, accompanied by a 4.5% decline in exports and a
17.1% decline in imports, due to quarantine restrictions caused by Covid-19. In 2021, the situation not
only stabilized (GDP almost reached the level of 2019), but also improved significantly. Thus, exports
increased by USD 20797 million. (or 34.3%), while imports increased by USD 21090 million (or 33.4%).
(or 33.4%). 2022 was a critical year for Ukraine as a country and for its economy in particular. With
leading international financial institutions predicting a 50% decline in GDP, the loss of the occupied
territories, physical destruction of enterprises, the unsuitability of large areas for agriculture, and the loss
of a large number of workers who either went to defend the country or were forced to leave Ukraine,
GDP declined by only 28.8%. The disruption of logistics links, the inability to use sea transportation and
airplanes, led to a 29.4% decline in exports, or USD 23987 million. At the same time, imports of goods
and services decreased by only 1.1% or USD 921 million. In 2023, GDP grew by 5%, which is very
encouraging in a time of war. Unfortunately, exports of goods and services continued to decline, albeit at
a slower pace than in 2022 — by 11.2% or USD 6,424 million, while imports grew significantly — by 6.3%
or USD 5234 million. Of course, the decline in exports and the negative balance of payments are negative
factors, as foreign exchange earnings are reduced. However, the growth in imports of goods and services
makes it possible to generate budget revenues through customs payments (Table 2, Figure 1). Therefore,
at this stage, this is positive in terms of filling the budget and maintaining the country’s financial stability.

Table 2
Revenues from customs duties to the State Budget of Ukraine in 2019-2023 (billion UAH)
2023 2024 01.04.

Indicators 2019 2020 2021 2022

plan 2024

Excise tax on excisable goods produced in 69,9 80,4 82,9 60,7 926 98,2 16,7
Ukraine

Excise tax on excisable goods imported into 53,5 57,8 79,6 41,7 74,8 95,3 22,6

the customs territory of Ukraine

VAT on goods (works, services) produced in 88,9 126,5 1558 | 2139 214,6 289,1 69,0
Ukraine, including budget refunds
VAT on goods imported into the customs 289.8 274,1 380,7 | 253,1 366,2 498,9 109,0
territory of Ukraine

Taxes on international trade and external 30,1 30,5 38,2 26,2 40,6 492 12,3
transactions
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Continuation of Table 2

Funds from foreign countries and international | 1,14 1,03 1,29 481,1 4334 6,4 37,5
organizations
Total state budget revenues 998,3 1076,0 1296,9 |1787,4| 2672,0 1768,5 642,1

Source: compiled by the authors on the basis of: (Official website of the Ministry of Finance of Ukraine. Revenues of
the state budget of Ukraine: 2019 — 2024; Law of Ukraine «On the State Budget of Ukraine for 2024», 2023)

All customs duties are indirect taxes, but not all indirect taxes are customs duties. For example, excise
tax and value added tax on goods produced in Ukraine are not customs payments and are shown in Tables
2 and 3 to compare the importance of domestic and similar import taxes in the formation of the State
Budget of Ukraine.

600
498,9
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400 380 7 366,
274, 1]
300 289,8
200
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Pic. 1. Dynamics of customs revenues to the State Budget of Ukraine, UAH billion

The state budget revenues of Ukraine increased significantly in 2022 (by UAH 490.5 billion or
37.8%) and 2023 (by UAH 884.6 billion or 49.5%) compared to the previous years. This is due to the
growing needs for defense and reconstruction of the country and is largely funded by Western partners
and international organizations. The positive dynamics of the increase in all indirect taxes is observed in
2021, which is due to the adaptation of the country and the population to the rather difficult and crisis
situation in the country due to the global coronavirus pandemic and in 2023, when the economy adjusted
to martial law and foreign trade intensified.

In the context of the war, starting from February 24, 2022, the structure of consumption changed, and
the demand for essential and strategic goods such as food, medical supplies and materials increased. To
keep prices down, the government abolished the excise tax on fuel, which accounts for the bulk of the
excise tax. This affected its revenues in 2022: the excise tax on domestic goods decreased by UAH 22.2
billion (or 26.8%), and on imported goods by UAH 37.9 billion (or 47.6%). At the same time, VAT on
domestic goods increased by UAH 59.1 billion (or 37.3%), which is explained, among other things, by
the growth in prices for goods and services. The decline in foreign trade resulted in a decrease in VAT on
imported goods by UAH 127.6 billion (or 33.5%). A similar trend is observed with respect to taxes on
international trade and external transactions: a decrease of UAH 12 billion (or 38.1%). In 2023, there was
a rapid increase in all customs payments: excise tax increased by UAH 33.1 billion (or 79.4%), VAT — by
UAH 113.1 billion (or 44.7%), and customs duty — by UAH 14.4 billion (or 54.9%).

The amount of revenues planned in the Law of Ukraine “On the State Budget of Ukraine for 2024”
(Law of Ukraine “On the State Budget of Ukraine for 2024”, 2023) is optimistic. With total revenues
of UAH 903.5 billion, or 33.8% less than what was actually received in 2023, it is planned to increase
revenues from all types of indirect taxes, especially from customs duties. While domestic excise and VAT
are expected to increase by UAH 5.6 billion (6.0%) and UAH 74.5 billion (34.7%), respectively, import
excise tax is expected to be UAH 20.5 billion (27.4%) higher than in 2023, and VAT by UAH 132.7 billion
(36.2%). As of April 01, 2024, the budget received UAH 642.1 million in revenues, which is 36.3% of
the plan. Tax revenues are planned to increase while international aid is reduced. However, with a plan
of UAH 6.4 billion for 2024, as of April 1, 2024, Ukraine has already received UAH 37.5 billion from
foreign countries and international organizations. At the same time, the plan for excise tax revenues from
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excisable goods imported into the customs territory of Ukraine as of April 1, 2024 was fulfilled by 23.7%,
import VAT — by 21.8%, and customs duties — by 25% (Official website of the Ministry of Finance of
Ukraine. Revenues of the state budget of Ukraine: 2019 — 2024; Law of Ukraine “On the State Budget of
Ukraine for 2024, 2023).

The crisis conditions have made certain adjustments to the structure of state budget revenues.
Table 3 shows the share of individual indirect taxes in the state budget revenues of Ukraine for 2019-2023
and the plan for 2024.

Table 3
Structure of customs payments in the State Budget of Ukraine in 2019 — 2023, %.
2023 | 2024 | 01.04.
plan 2024
Excise tax on excisable goods produced in Ukraine 7,00 7,48 6,39 3,40 3,46 5,55 2,6
Excise tax on excisable goods imported into the 5,36 5,38 6,14 | 233 | 2,80 5,39 3,51
customs territory of Ukraine
VAT on goods (works, services) produced in Ukraine, | 8,91 11,76 | 12,01 | 11,97 | 8,03 16,35 10,75
including budget refunds
VAT on goods imported into the customs territory of | 29,03 | 25,47 | 29,36 | 14,16 | 13,7 28,21 16,98

Indicators 2019 2020 | 2021 | 2022

Ukraine
Taxes on international trade and external transactions | 3,01 2,83 2,94 1,47 1,52 2,78 1,92
The share of indirect taxes 53,31 52,92 | 56,84 | 33,33 | 29,51 | 58,28 35,76
Share of customs payments 37,4 33,68 | 38,44 | 17,96 | 18,02 | 36,38 22,41
Funds from foreign countries and international 0,11 0,1 0,1 26,92 | 16,22 0,36 5,84
organizations
Total state budget revenues 100 100 100 100 100 100 100

Source: compiled by the authors on the basis of : (Official website of the Ministry of Finance of Ukraine. Revenues of
the state budget of Ukraine: 2019 — 2024; Law of Ukraine «On the State Budget of Ukraine for 2024», 2023)

In 2022, compared to 2021, the share of all customs payments decreased: excise tax — by 2.6 times,
VAT - by 2.1 times, and customs duty — by 2 times. This can be explained by both a reduction in their
actual receipts due to restrictions on foreign economic operations and significant revenues to the Ukrainian
budget from Western partners. In 2019-2021, the share of customs duties in the state budget was 37.4%,
33.68%, and 38.44%, respectively, meaning that more than a third of budget revenues were generated
by taxes related to foreign trade in goods and services. In 2022 and 2023, customs duties accounted for
about 18% of the budget revenues. The plan for 2024 envisages a return to the pre-war level of customs
payments.

As of January 1, 2024, Ukraine’s budget revenues totaled UAH 2672 billion, with the 2023 revenue
plan of UAH 1329.3 billion, the budget was executed by 201%. Tax revenues accounted for 45.04% of
total budget revenues, non-tax revenues for 37.11%, and 16.22% were funds from foreign countries and
international organizations (Official website of the Ministry of Finance of Ukraine. Revenues of the state
budget of Ukraine: 2019 — 2024). Among the tax revenues in 2023, the largest contribution was made
by the value added tax on imported goods, which amounted to 13.7% of total revenues, and the value
added tax on domestic goods — 8.03%. Personal income tax and corporate income tax also account for a
significant share of budget revenues, accounting for 7.74% and 5.38%, respectively.

Despite significant fluctuations in the structure of customs payments, there is a certain pattern. The
smallest share is accounted for by taxes on international trade and foreign operations (customs duties),
which in 2022 and 2023 accounted for about 1.5% of the budget revenues. The second most important
is the excise tax on excisable goods imported into the customs territory of Ukraine: the largest share was
observed in 2021 — 6.14%, the smallest in 2022 and 2023 — 2.33 and 2.8%, respectively. At the same time,
the excise tax on excisable goods produced in Ukraine has accounted for a larger share of the budget over
the entire period of analysis. The situation is the opposite for the value added tax: VAT on goods imported
into the customs territory of Ukraine has a much greater impact on budget revenues than VAT on goods
produced in Ukraine (e.g., 8.91% vs. 29.03% in 2019, 8.3% vs. 13.7% in 2023).

In the context of martial law, other countries and international organizations are helping to maintain
Ukraine’s financial and economic security. Thus, while in 2021 the budget of Ukraine was replenished
by UAH 1.29 billion (0.1% of the revenue structure) at the expense of such funds, in 2022 this amount
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amounted to UAH 481.1 billion and their share increased to 26.9%. In 2023, domestic taxpayers somewhat
adjusted and adapted to work in the war, and tax and non-tax revenues increased. Therefore, with the
reduction of funds from foreign countries and international organizations to the level of UAH 433.4 billion
(by UAH 47.7 billion or 9.9%), their share decreased to 16.2% in the structure of state budget revenues.

Conclusions. An effective indirect taxation system should promote sustainable economic development,
tax collection and fairness, ensuring a balance between the interests of the state, taxpayers and society as
a whole. To ensure this result from customs taxation, certain rules should be followed (Barin O.R., 2015):

— thetax system should be understandable for taxpayers and administrative authorities. Transparency
of rules and procedures contributes to a high level of tax compliance and reduces the possibility of tax
fraud;

— the tax system should be fair and take into account the capabilities of different social groups, for
example, applying progressive rates or developing special benefits for low-income groups;

— taxpayers and businesses should bear minimal costs for fulfilling their tax obligations. This
includes simplified reporting procedures and optimization of tax administration;

— the tax system should have mechanisms to detect and prevent tax evasion. This includes auditing
and monitoring of tax compliance;

— the tax system should be ready for changes and adapt to new challenges and needs. This may
include revising tax rates, broadening the tax base, and other reforms.

The war had a negative impact on foreign trade, imports and exports, which in turn reduced the amount
of customs payments to the budget. Customs duties are a key mechanism for controlling and regulating
foreign trade and, at the same time, are an important source of government revenue in many countries.
However, the economic and political circumstances related to the war have a significant impact on the
functioning of the customs system and, accordingly, on the budget revenues from customs payments,
which in turn worsens national financial and economic security. During the war, customs policy undergoes
significant changes, as disruption of logistics chains, reduction of foreign trade and other consequences of
the military conflict have a significant impact on the collection of customs duties.

Customs payments not only ensure the financial stability of the budget, but also have an impact on the
state and development of the economy, support for domestic production, and social progress, ensuring that
the state fulfills its functions and maintains the financial and economic security of the country. Increasing
some excise rates can promote a healthy lifestyle, while customs duties can be used to support industries
and infrastructure projects. It is important to keep in mind that setting rates and policies for customs
duties, excise taxes, and VAT requires a balance between financial objectives and social impacts.

Today, it is very important to keep indirect tax rates at the current level. The Cabinet of Ministers of Ukraine’s
proposals to increase VAT and excise tax rates are justified by the need to finance the army, which requires
an increase in budget revenues. However, the ultimate payers of these taxes are consumers of the products,
and thus they will be a burden on the country’s citizens, whose incomes and purchasing power are already
declining. Indeed, indirect taxes, including customs duties, are important sources of budget revenues, but the
state must also take care of the welfare of the population without shifting the burden to ordinary citizens, who
are in fact the final consumers of goods and services and payers of indirect taxes.

Customs duties provide a significant stream of tax revenues and are an important resource for the state
budget, supporting the country’s financial stability and financing various sectors of the economy and
social needs. Reducing their revenues requires careful analysis and consideration of the budgetary and
financial implications. It is important to balance tax cuts with the need to ensure financial stability and
the government’s ability to fulfill its functions and obligations to citizens. And the increase in customs
revenues to the budget should not be achieved by raising tax rates, but by broadening the tax base and
stimulating foreign trade.
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Mema cmammi nonazae 6 ananizi 6naUSY MUMHUX NIAMENCI8 Ha hopMy6anHs 010Hcemy Kpainu 00 BiliHU ma nio
yac nosHomacutmaoroi sitinu. JlocnioxceHHs npogedere i3 3acnocy8aHHsaM Memooie cunmesy ma anaisy, 0eoykyii
ma HOYKYii (01 nepeansdy iCHYI0u020 NOHAMIUHO20 anapamy wooo CYMHOCMI MUMHUX NAAmexcig), memooy
NOPIGHATBHUX CIMAMUCTNUYHUX XAPAKMEPUCTIUK, 2PAPIYHO-AHATIMUYHO20 MemOoQdy, ananizy gaxmis, akmopig i
ABULY 34 PISHUMU NOKASHUKAMY | Kpumepismuy (015 cucmemamu3sayii ma ananizy oocazy ma CmpyKmypu Henpamux
nooamxie npu opmyeanui 6100xceny Kpaiuu), ysaeansherHs (011 (PopMysaHHA BUCHOBKIE 00CTiOdxcenHs). Y
cmammi po3enaHymo OUHAMIKY ma CIpyKmypy RIAMedxtCie, AKI IOHOCAMbCA 00 MUMHUX. MUMO, AKYUSHUL NOOAMOK
i3 66€3€HUX HA MUMHY Mepumopito Ykpainu nioakyusnux moeapie ma nooamox Ha 000amy 6apmicib i3 8e3eHUX
Ha MumHy mepumopito Ykpainu moegapis. Ilposedeno nopigHanbHUll aHANI3 HAOX00HCEHb MUNMHUX NIAMENCi8 00
Heporcagrozo Oro0dxcemy Ykpainu 0o 6itiHu ma nio uac nOBHOMACUIMAOHO20 BMOPSHEHHSA, 30KpeMd meHOeHyii ma
3MIHU Y CIPYKMYPI MUMHUX 300pi6, 00CA31 IMNOpITY ma eKCnopnty, ma IHWUX )akmopax, wo eniueaoms Ha MUmHi
HAOX00ceHHA. Jl0CTI0NCYEMbCA POLL MUMHUX NIAMENCI8 Y 3a2aNbHOMY DANAHCE O100Xcemy KpaiHy ma ix 3Ha4eHHs.
ona inancosoi cmadineHocmi ma desnexu depocasu. Posensidaromvcs 3ax00u, AKI 6xcUBaArOMbCs 0N NIOMPUMKU
eKOHOMIUHOI cmabinbHocmi ma 3abe3neyents QYHKYIOHY8aHHA 0epacas y CKIAOHUX YMO8AX GiliHu, 30Kpema,
BUBHAYEHA PONb 3AKOPOOHHUX KPAiH I MIDCHAPOOHUX OpeaHizayii 8 QopmyeaHHi 0OX0OHOI uacmuHu Or0dxcemy
Yipainu. Cmamms makoxc 00cnioxcye 3axo0u, aKi 0epaicasa Modxce 8xCUmu 0 Cmabiiizayii MUMHUX Niamexcie
nio uac sitiHu, Maxi AK nepe2iid mapuis, CnpoujeHHs MUMHUX NPoyedyp ma HAOAHHA CIMUMYII6 0 iMnopmepie
ma excnopmepis. Y niocymKy, cmamms HAOAe YiniCHUtl 02180 6NIUBY MUMHUX NIAMedXCcie Ha Ol00xcem KpaiHi,
NIOKPECTIOE BANCIUBICIG MUNTHUX NIAMENCI8 K CIMAOLIbHO20 0Xcepeid OI00MCemHUX HAOX00X CeHb | HeOOXIOHICIb
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NOCUNeHHs eqheKmuUBHOCI YAPAGNIHHA HUMU 0 3a0e3neueHtst hinancogo-ekonomiunoi besnexu kpainu. Cmamms
MAKOJNC NPONOHYE PEKOMEHOAYIi w000 YNPAGNiHHA MUMHOK NOLMUKOI0 Ni0 Yac ilHu, wod MIHIMIZyeamu
He2amugHull 6NIU8 Ha 0100Jicem ma eKOHOMIKY Kpaitu 3 ypaxyeauHam iHmepecie sx 0epocagu max i GpomMaosi.
3anponorosani pexomenoayii ModCYmb CRpusimu po3pooyi epekmueHol NONIMUKY 6 2aTy31 MUNHUX GIOHOCUH OJist
NOKpawjentss eKOHOMIUHOI cumyayii 6 Kpaini.

KrouoBi ciioBa: BilicbkoBHiI KOH(TIKT, BIICBKOBHI CTaH, MUTHI IIaTEXKi, IIOJIATOK Ha JIOJ[aHy BapTiCTh,
AKIU3HUI TIO/IATOK, MUTO, MUTHA TIOJIITHKA, HENPSIMI ITOJIATKH, TOXOH JICPKABHOTO OFOIIKETY.
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INTERNATIONAL ORGANISATIONS
AS A CUSTOMS COOPERATION TOOLS

The article is devoted to defining the role of international organisations in the customs sphere. Cooperation of
states in the economic sphere has always been one of the priority areas of international relations. In particular,

this also applies to international cooperation of states in the customs sphere. Customs relations arise at the

state borders, therefore they are of a cross-border nature and need to be regulated at the international legal
level. It is supranational bodies that are capable of effectively resolving all problematic issues.

The purpose of the article is to study customs cooperation at the international level. The methods of scientific

cognition and analysis are used to characterise the functions, role and powers of international organisations

in this area.

Results. Based on the results of the work carried out, it was established that the historical retrospective of
the development of international customs cooperation makes it possible to study the stages of formation of
integration processes in the customs sphere. International customs cooperation is carried out within the

framework of international organisations, international intergovernmental conferences and international
treaties. All international organisations that are subjects of international customs law can be divided into

universal and regional ones according to the nature of their representation in which countries and the global
nature and scale of customs issues. The most famous are: World Trade Organisation; Asia-Pacific Economic

Cooperation, European Union, UN Commissions and Conferences, etc. It is the universal and regional
international bodies that act as coordinators of joint actions and the main link in international customs

cooperation. The World Customs Organisation plays a key role among them. Since its inception, the World
Customs Organisation has been focusing on harmonising and standardising customs systems, improving
customs legislation and developing international cooperation. The organisation’s recommendations are
aimed at creating an effective customs system that takes into account current conditions. The main objective
of the organisation is to promote the creation and development of modern, efficient, multifunctional customs

services in its member states.

Conclusions. Based on the study of the literature and legislation of Ukraine on the topic under investigation,

it is determined that the institutional mechanism of customs cooperation of the States which currently exists is
the result of almost two hundred years of evolution of international customs cooperation. It can be viewed as
a system of organisations and structures established in accordance with international law and having specific
functions necessary for the regulation of international customs relations. Currently, this mechanism includes
both international organisations operating in the field of international legal regulation of customs relations
and regional customs unions.

Key words: customs authorities, international relations, international organisations, supranational bodies,
institutional mechanism of customs cooperation of states.
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be noted that the issue of institutionalisation of international customs relations has not received
sufficient attention.

Outline of the main material. Customs relations arise at the junction of state borders, i.e. by their
very nature they are cross-border in nature and require regulation at the international legal level, since it
is impossible to regulate them effectively within the framework of only one state.

Thus, international customs cooperation is objective in nature and is associated with the need to
coordinate their actions to regulate the movement of goods and vehicles across the customs borders of
countries.

International customs cooperation is a type of international relations that involves joint coordination
of efforts of states in the field of public relations related to ensuring compliance with customs legislation,
the purpose of which is to participate in the provision of mutual assistance in the customs sphere, as
well as the development of legal, technical and administrative frameworks for the simplification of
customs operations and procedures. International customs cooperation between states is carried out in
accordance with the norms of international customs law governing customs interaction between subjects
of international law.

The need for international customs cooperation is proved by the growing number of international
customs agreements concluded both bilaterally and multilaterally.

This integration has the following goals:

— ensuring the security of international trade at both national and international levels;

— facilitating international trade by creating common (agreed) rules for the movement of goods and
vehicles;

— joint development of new, advanced technologies for customs control and customs operations.

As a result of international customs cooperation, states develop new rules (norms) that are subject to
consolidation in the sources of international customs law. In other words, the development of international
customs law as a branch of international law is connected with the emergence and development of
international customs cooperation.

The first attempts at international customs cooperation by states took place in ancient times, when
the first trade treaties were concluded. Thus, the first trade agreement in the history of Kyivan Rus was
signed in the tenth century with Byzantium. Both parties guaranteed each other certain trade privileges
and resolved some controversial issues in bilateral relations.

A number of scholars identify four historical periods of international customs cooperation.

The first period (from ancient times to the end of the nineteenth century) is characterised by the fact
that cooperation was carried out on the basis of bilateral international treaties.

The second period of development of international customs cooperation (from 1891 to the 40s of the XX
century). In 1891, the first international customs organisation, the International Union for the Publication
of Customs Tariffs, was established, which marked the beginning of the development of international
customs cooperation on a permanent collective organisational basis. As a result, international customs
cooperation was no longer bilateral but multilateral. In addition, countries began to exchange information
on customs issues.

During this period, certain customs issues were resolved at the Geneva Conferences of 1923 and 1928
convened under the auspices of the League of Nations:

—  on simplifying customs formalities;

— minimising prohibitions and restrictions on foreign trade;

— on cooperation in the fight against smuggling and some others.

All this has led to a new form of international cooperation — cooperation within international
organisations.

The third period of development of international customs cooperation (from the 1940s to 1994) is
characterised by the aggravation of contradictions in the world market economy. Also, under the influence
of scientific and technological progress, there are major changes in the commodity structure of world
trade in favour of finished goods, its nomenclature is rapidly expanding, new areas of foreign economic
relations are developing, and the volume of various goods moved across customs borders in international
trade is increasing. All of this requires the development of uniform international customs rules (standard
rules), unified customs procedures, unified classification and coding of goods, and the creation of a special
international customs organisation that would deal with all of this in a targeted manner.
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As a result, the Convention establishing the Customs Co-operation Council was signed in Brussels on
15 December 1950. The inaugural session was held in Brussels on 26 January 1953. It was attended by 17
member states. 26 January became known as International Customs Day.

The fourth period of development of international customs cooperation (from 1994 to the present day)
is characterised by the final establishment of the processes of convergence (unification and harmonisation)
of customs law. Such a new area of international customs cooperation as the provision of professional and
technical assistance in customs matters is gaining wide application.

During this period, the World Trade Organization (WTO) was formed, and the Customs Cooperation
Council adopted a new working name — the World Customs Organization.

In 1999, a new version of the Kyoto Convention was adopted, and since then a new branch of
international law — international customs law — has actually emerged (Kyoto standards for Ukraine, 2006).

International customs cooperation takes three main forms:

— cooperation within international organisations;

—  cooperation through the conclusion of international agreements;

—  cooperation at international conferences (Perepolkin, 2020).

The most common form of international customs cooperation is cooperation based on the conclusion
of international agreements.

International customs cooperation is also carried out within the framework of international
intergovernmental conferences, which are collective bodies of states that independently decide on issues
related to the objectives and principles of their holding. Such conferences are convened to solve specific
problems and operate for a certain period of time, without having their own permanent bodies and without
being international organisations and subjects of international law.

International customs cooperation within the framework of international organisations, which are the
main organisers of interaction between countries, is becoming increasingly important and widespread.

An international organisation is an association of states in accordance with international law and on
the basis of an international treaty established to carry out a particular type of cooperation, which has the
necessary system of bodies and has autonomous rights and obligations, the scope of which is determined
by the will of the member states.

All international organisations that are subjects of international customs law can be divided into
universal and regional ones according to the nature of their representation in which countries and the
global scope of customs issues.

Universal international organisations include:

—  World Customs Organisation;

— International Institute for the Unification of Private Law;

—  World Trade Organisation;

— UN Conference on Trade and Development;

—  United Nations Commission on International Trade Law;

—  United Nations Industrial Development Organization;

—  Organisation for Economic Co-operation and Development;

—  General fund for commodities;

—  United Nations Economic Commission for Europe. Regional international organisations include:

— Intergovernmental Forum on Asia-Pacific Economic Cooperation;

—  European Union;

—  Eurasian Economic Union;

— Association of Southeast Asian Nations;

—  The BRICS interstate association;

—  Shanghai Cooperation Organisation (Perepolkin, 2020).

Since international customs cooperation is primarily aimed at solving modern international trade
problems, it is necessary to have a single institutional framework for such cooperation that would
coordinate and concentrate all the efforts of the international community in this area. The World Customs
Organisation has become such a centre, the main link in international customs cooperation, and its
permanent institutional basis.

Since its inception, the World Customs Organisation has focused on harmonising and standardising
customs systems, improving customs legislation and developing international cooperation. The
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organisation’s recommendations are aimed at creating an effective customs system that takes into account
current conditions.

Given the large number of member countries and their wide geographical distribution, in 1984 the
organisation decided to introduce a system of regional representation, which marked the beginning of the
regionalisation of the customs system.

Each year, WCO Members develop a Strategic Plan that sets out the direction of their activities for
the next period. In relation to the priorities set out in the Strategic Plan, the Organisation gives priority to
those aimed at ensuring security and supporting the international trade network.

These are the priority tasks that can be identified:

—  ensuring the security of the global international trade network;

— combating customs commercial fraud;

—  Combating tobacco and cigarette smuggling;

—  Combating infringement of intellectual property rights;

— facilitating the exchange of information between customs authorities;

—  Combating money laundering;

—  promoting trade facilitation and harmonisation, etc.

International cooperation of customs authorities is primarily aimed at simplifying the procedure for
moving goods and vehicles across the customs border by harmonising and unifying customs legislation,
both national and international. Cooperation is carried out in the framework of interaction with the customs
authorities of foreign countries, international organisations and integration associations.

It is the international intergovernmental organisation, the World Customs Organisation, that occupies
a special place in the field of international cooperation between customs authorities. The organisation is
headquartered in Brussels. Among the seven goals of the organisation, the main one is to promote the
creation and development of modern, efficient multifunctional customs services of its member states. The
main activity of the organisation is to improve the efficiency of the customs services of its member states
by developing conventions and recommendations in the field of customs.

One of the main instruments of cooperation between the World Customs Organisation and other
international organisations is the signing of so-called «Memorandums of Understanding». In general,
such memoranda have been signed between the World Customs Organisation and almost thirty other
international governmental and non-governmental organisations. In particular, such memorandums
were concluded between the World Customs Organisation and the International Federation of Red Cross
Societies (2012), the African Union (2010), Interpol (1998), the International Chamber of Commerce
(1996), the EurAsEC (20006), etc.

The World Customs Organisation pays great attention to cooperation with other international
organisations, both governmental and non-governmental, as well as those belonging to the private sector.
In particular, on the official website of the Organisation, in the section «Partner Organisationsy, they are
divided into the following groups:

— universal international organisations;

— regional intergovernmental organisations;

—  of'the UN system;

—  donor organisations;

—  business organisations;

— academic organisations (The official website of the World Customs Organisation)

The WCO currently has 184 participants in international customs relations, controlling almost 98% of
international trade.

Ukraine acceded to the Convention of 1950 on the Establishment of a Customs Co-operation Council
under the Resolution of the Verkhovna Rada of Ukraine No. 2479-XXII dated 19 June 1992 and the
Resolution of the Cabinet of Ministers of Ukraine No. 229 dated 1 June 1992 and has been a full member
of the World Customs Organisation since 10 November 1992.

The cooperation between Ukraine and the World Customs Organisation is particularly active in
the academic sphere, in terms of the development and implementation of the WCO standards in the
scientific and educational sphere. Ukraine is represented in this cooperation by the University of
Customs and Finance, a specialised higher education institution in customs (Association of customs
brokers of Ukraine).
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In particular, the University has been successfully implementing the World Customs Organisation’s
PICARD pilot project to implement the Organisation’s Framework of Standards. It has become the
first of five pilot higher customs education institutions in the world to carry out this work in both the
education and training systems and initiated pilot programmes based on these standards. Since the
start of their application, the World Customs Organisation has begun the process of obtaining the
right for the Academy and its graduates to be accredited by the Organisation (Association of customs
brokers of Ukraine).

Conclusions. Thus, the current institutional mechanism of customs cooperation between states is
the result of almost two hundred years of evolution of international customs cooperation. It can be
viewed as a system of organisations and structures established in accordance with international law and
having specific functions necessary for the regulation of international customs relations. An integral
part of this mechanism was the creation and conclusion of relevant international treaties, which are
the main legal basis for the formation and operation of relevant organisations and associations.

Currently, this mechanism includes both international organisations operating in the field of
international legal regulation of customs relations and regional customs unions. Among them,
the World Customs Organisation plays a leading role. Ukraine’s accession to it, as well as the
conventions developed and the proposed Framework of Standards, will provide an opportunity to
simplify customs procedures. This will facilitate the development of international trade, intensify
the use of information technology and expand the legal and technical framework for effective
customs control.
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MIKHAPOHI OPTAHI3AIIIL AK IHCTPYMEHT CIIBHPAII Y MUTHINA C®EPI

Auana 'TPMAH,
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Cmamms npucesuena BUSHAYeHHIO POl MIDCHAPOOHUX opeaHizayitl y mumHii chepi. Cnigpodimuuymeo depircag 6
eKOHOMIUHILL chepi 3a82c0u 6Y10 OOHIEN i3 NPIOPUMEMHUX chep MINCHAPOOHUX 8IOHOCUH. 30Kpema ye CIMOoCyEmbCsl
i MIDICHapOOHO20 chigpobimuuymea Oepicas y MumHitl cpepi. Mummui 6iOHOCUHU BUHUKAIOMb HA MEXCT 0EPHCABHUX
KOPOOHI8, MoMy 8I0N0BIOHO Malonb MPAHCKOPOOHHULL Xapakmep i HOMpeOdyoms 8pe2yo8anHs Ha MINCHAPOOHO-
npasosomy piehi. Came HaOHAYiIOHANbHI Opearu 30amHi 00 epeKmuBHO20 8Pe2yI08aHHA YCIX NPOOIEMHUX NUMAHD.
Memoto cmammi € 00CHiONCeHHs MUMHO20 CRIBPOOIMHUYMBA HA MINCHAPOOHOMY pigHi. Memoou Haykosoeo
NI3HAHHA MA AHATI3Y BUKOPUCIIAHO OJIA XAPAKMEPUCTNUKYU (YHKYILL, POIT | NOBHOBANCEHb MINCHAPOOHUX Op2aAHi3ayill
¥ Yitl yapumi.

Pesynomamu. 3a pesyromamamu npogedenoi pobomu 6cmanosieno, wo iCmopuuHa pempocnekmuga po3gumKy
MIDICHAPOOH020 MUNIHO20 CNIBPOOIMHUYMBA 0a€ MONCIUGICMb 0OCIIOUMY emani CMAHOBNeHHs THMe2PaAYiliHUX
npoyecig y mumuil cghepi. MixcHapoone MumHe cnigpOOIMHUYMEO 30IUCHIOEMbCA Y PAMKAX MINCHAPOOHUX
Op2aHi3ayitl, MidCHAPOOHUX MINCYPAOOBUX KOHpeperyill ma YKIAOAHHA MIDCHAPOOHUX 002080Di8. YCi MidDCHAPOOHT
opeanizayii — cy0 exmu MINCHAPOOHO2O MUMHO20 NPABA MOXNCHA NOOLIUMU HA YHIBEPCATbHI Ma Pe2iOHANbHI 3d
Xapaxkmepom npeocmagHuymea y AKUX Kpain i 3 2nobanvHocmi, MacumadHocmi upilents MUmHux numats.
Haiibinvw gioomi: Ceimosa opeanizayis mopeieni, A3iliCbKo-MuxooKkeaHcbke eKOHOMIuHe CRI8poOIMHUYME0,
Esponeticoruti Coro3, Komiciima Kongepenyii OOH mowo. Came yHigepcanvHi ma peionanibHi MINCHApOOHi opeaHu
BUCTYNAIONb KOOPOUHATMOPAMU CHINLHUX Oill A OCHOBHOIO JIAHKOIO MIJICHAPOOHO20 MUMHO20 CRiBPOOIMHUYMEA.
Busnauanvne micye ceped nux 3aiimac Bcecsimus mumna opeanizayis. 3 momenmy ceoeo cmeopenns Beecgimmus
MUMHA OP2AHI3AYIS 30CEPEOACYEMbCA HA Y3200MCEHHI MA CMAHOAPMU3AYIT MUMHUX CUCTEM, 600CKOHANEHHI
MUMHO20 3AKOHOOABCMBA MA PO3BUMKY MINCHapOoOHOi cnignpayi. Pexomenoauii opeanizayii cnpsamoeaui Ha
CMEOPeHHs e(heKMUBHOI MUmHoOI cucmemu, ujo 8paxosye nomouni ymosu. Cepeo yineli opeanizayii MoxcHa sudinumu
OCHOBHY, AIKA NONARAE Y CRPUAHHI CHIBOPEHHIO MA PO3GUMKY CYUACHUX ePeKMUBHUX 0a2amOopYHKYIOHATbHUX MUMHUX
Cyorch 0epacas-uieHis.

Bucnosxu. Ha ocnosi guguenns nimepamypu ma 3akono0agemea Yxpainu 3 00C1ioNcy8anoi memu 6UsHa4eHo, ujo
IHCMUmyYitiHULL MEXAHI3M MUMHO20 CRIBPOOIMHUYMEA 0epiicas, AKUL ICHYE 8 OAHUIL YAC, € Pe3yIbMamom maudice
0soxcompiunoi esomoyii MiskcHapooroi mumnoi cnisnpayi. Hozo modicna posensidamu sx cucmemy opeanizayiti ma
CIMPYKMYp, Wo CMBOpeHi 8I0N0BIOHO 00 HOPM MIJCHAPOOHO2O NPABA | MAOMb KOHKpemHi (yHKyii, HeoOXioHi 0
DecyIBAHHA MIJICHAPOOHUX MUMHUX I0HOCUH. Hapasi yell mexanizm eKuouae ak MINCHAPOOHI opeaHizayii, wo
ditoms y cghepi MINCHAPOOHO-NPABOBOZO PE2YTIOBAHHS MUNHUX GIOHOCUH, MAK i PELIOHAIbHI MUMHI COIO3U.

KurouoBi cioBa: MuTHI opraHd, MDKHApOIHI BiTHOCHHHW, MIKHApOIHI OpraHizarlii, HaaHAMiOHAIbHI
OpraHd, IHCTUTYIIHHUN MEXaHi3M MUTHOTO CITIBPOOITHHIITBA JIEpKaB
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INVESTMENT POLICY OF BUSINESS ENTITIES
IN FOREIGN ECONOMIC ACTIVITY

Purpose. The study of the investment activity of economic actors requires special attention in the conditions
of a full-scale war. The article examines the theoretical and methodological foundations of the investment
policy of economic entities in the conditions of foreign economic activity.

Methods. A set of traditional and modern research methods is used: observation, generalization, analysis
and synthesis, express diagnosis.

Results. Disclosure of information related to issues such as ineffective investment and innovation policy and
management system, insufficient amount of attracted foreign and domestic investments, lack of regional programs
in which the tasks of all subjects of innovation policy would be agreed, insufficient budget funding of investment
and innovation activities is determined timeliness of the outlined problem. The development of information
technologies, in turn, has created a situation in which automation is a necessary interface language for increasing
the efficiency of any management process, in particular, training and implementation not only of state financial
policy, but also of business entities as a whole and the activation of investment activities in Ukraine. The article
examines the essence of investment policy and investments, the impact of investment activities on domestic business
entities. The theoretical foundations of the system of instruments of investment policy at the local level have been
studied, given that local self-government bodies differ significantly in terms of their duties and powers from both
central authorities and local state authorities, and therefore need their own system of instruments for the formation
of attractiveness local investments. The issue of internal and external investments is revealed.

Conclusions. The dependence of the success of the domestic economic policy on the attraction of external
and internal foreign investments in the economic cycle is considered. The features of the innovation and
investment policy of companies in the conditions of digital transformations taking place in the state today
are given. The possibility of applying some innovative investment models in domestic practice is considered.
Attention is focused on issues of investment cooperation between Ukraine and the European Union. The
urgent necessity of investing in the business sector at the time of military influence has been proven. The
problems considered in the article are relevant in the modern conditions of the development of the country,
companies and other business entities in the conditions of the need to fully use investment opportunities
through financial investments, the creation of a civilized stock market and the expansion of investment
financing methods and forms. The necessity of establishing an investment policy with the help of partner
interaction of the state, non-state economic management bodies and the subjects of foreign economic activity
is emphasized. This study can become a reference point for Ukrainian business in the near future. Also, the
research can be useful for the authorities, the public and the university environment.
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Statement of the problem. The study of investment activities
of economic actors requires special attention, especially in the
context of a full-scale war — at a time when exports and imports
of Ukrainian goods and services have decreased significantly.
Disclosure of information on such issues as ineffective investment
and innovation policy and management system, insufficient
foreign and domestic investment, lack of regional programmes
that would coordinate the tasks of all innovation policy actors,
and insufficient budgetary funding for investment and innovation
activities determine the timeliness of the problem. The
development of information technology, for its part, has created a
situation in which automation is a necessary interface language to
improve the efficiency of any management process, including the
implementation of state financial policy and business entities in
general and the intensification of investment activity in Ukraine.
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Thus, there is now an urgent need to translate the above-mentioned problems into the realm of
digitalisation and glocalisation.

Analysis of recent research and publications. At present, the investment policy of business entities
requires a deeper and more detailed study. A significant contribution to the study of various aspects
of investment policy was made by N. Bryukhouvetska, I. Buliciev, L. Gitman, M. J. Jonk, W. Sharp,
T. Alexander, J. Bailey, A.M. Hryshchuk, A. Zhuchenko, M.I. Kovtun, D.V. Nikitenko, N.I. Svynous,
V.V. Serzhanov, V. Fomishina, A.A. Peresada and other scholars and practitioners. Various mechanisms
of investment cooperation of business entities in the implementation of foreign economic activity
were studied by M.V. Signatulin, E.P. Danilchenko, A.V. Zavgorodnyi, L.S. Kozak, V.P. Khomutenko,
L.S. Lutsenko, P.V. Pashko and other scholars [1-12]. Scientists have deepened the study of the problems
of investment policy of business entities in the implementation of foreign economic activity in difficult
conditions of socio-economic crisis, pandemic and post-pandemic and/or military influence.

The article is aimed at studying the investment policy of economic entities and its development in
difficult economic conditions in the course of foreign economic activity. Bukiamx ocHOBHOTO Marepiaiy.

The continuous functioning of any enterprise and its survival in the face of ultra-fierce competition
and disorder depend on the ability of the enterprise to stabilise and develop. Under any circumstances,
it is only in the process of development that an enterprise can achieve a strong competitive position
and relative growth. It becomes obvious that there is a need to manage the investment process, which
is the basis of development and which directly affects its effectiveness (Yamnenko, Ponochovna,
2019).

In this regard, it is worth noting the recognised scientific work ‘Basics of Investing’ by L.J. Gitman
and M.D. Johnk, which considers a complex of investment processes: global aspects of investment
activity, the role of investment in the economy, strategy and means of achieving investment goals,
participants in the investment process, types of investors and investments, investment instruments
and other market aspects of investment management (Svynous, 2019). One of the achievements
of modern investment science is the fundamental works of W. Sharpe, T. Alexander, and J. Bailey.
Thus, their work ‘Investments’ presents a comprehensive system of research from the investment
environment, the basic concepts of the investment process, to the disclosure of the features and
types of financial investments, the study of stock markets, investment banking, as well as issues of
financial analysis, investment management, evaluation of the effectiveness of investment portfolio
management and forms of international investment. We believe that these issues are relevant in the
current conditions of the country’s development, with the need to fully use the opportunities for
investment through financial investments, create a civilised stock market, and expand the ways and
forms of investment financing (Knysh et al., 2022).

Moreover, the definition of investment used in the national legislation is also based on the process and
target approaches. For example, according to the Law of Ukraine ‘On Investment Activity’, investments
are defined as all types of property and intellectual property invested in business and other types of
activities that generate profit (income) and/or achieve social and environmental effects (Vilchynskyi,
2023).

The current economic policy is aimed at implementing a strategy of socio-economic development,
which is gradually and persistently formed from annual economic growth. Economic growth is impossible
without investment in the economy. Today, it is important to take a deeper look at both domestic investment
and foreign investment with foreign capital. Most modern politicians, academics and practitioners
consider foreign investment to be the only possible option to boost the Ukrainian economy and bring the
domestic economy to the latest level with high production efficiency. Undoubtedly, foreign investment
is desirable, useful and very much needed in Ukraine. Indeed, foreign investment with foreign capital is
of great importance for the Ukrainian economy, and it is necessary to attract it and develop this area of
investment. However, it seems irrational to rely on foreign capital to a large extent. Foreign investment is
accompanied by many problematic factors, both positive and obstructive. In addition, even successfully
attracted and actively operating foreign investments can easily leave the country and relocate their business
to more attractive territories with better conditions if the financial infrastructure and investment climate
deteriorate. The practice of foreign investment has just demonstrated such behaviour of foreign investors
after the global financial crisis, in the current pandemic period, and especially during a full-scale invasion
(Klimenko, 2021).

Customs Scientific Journal, Ne 1, 2024 43



According to research by the European Business Association, the negative factors that affect the level
of Ukraine’s investment environment and business activity, as well as the Investment Attractiveness Index
of Ukraine (which as of 2023 is 2.44 out of 5), are

1) a full-scale war;

2) corruption;

3) a weak judicial system;

4) reduced purchasing power;

5) logistical challenges.

It is worth noting that all of the above factors contribute to the existing problems of implementing
investment and innovation policy in Ukraine (Prychepa et al., 2020).

The issues of formation and implementation of the state financial policy of intensification of investment
activity in the context of digitalisation are unexplored, relevant and require scientific understanding.
Effective implementation of automation of the formation and implementation of the State financial policy
of intensification of investment activity involves proper integration of information and methodological,
technical, legal and personnel support within the framework of the software used.

Information and methodological support involves the availability of clearly defined sources of input
information, technologies for its fixation and flow, processing methods and the form of final display.
Technical support includes a set of technical means and information communications that allow for the full
realisation of the software’s potential. Legal support involves the organisation and practical implementation
of automation of the state financial policy of intensifying investment activity in accordance with the
requirements of the current legislation. Human resources support is manifested through formalisation
and compliance with the requirements for employees who will directly interact with software products
(Vilchynskyi, 2023).

While at the national level it is possible to formulate a legislative framework, allocate funds for
capital investment, etc., at the local level there is no such possibility. Instead, the main function that local
governments can and should perform is to search for and communicate directly with investors, promote
the investment potential of the territory, and prepare direct investment proposals and partially co-finance
them (Malyshivskyi, 2021).

Among the current trends in investment and innovation regional development in Ukraine in
the context of decentralisation, the role of the region, territorial community, and the individual is
growing. It is to meet human needs that public services are created, improved, transformed, new
jobs are created, etc. Human potential is important in this process, especially in the context of the
migration crisis (Pron, 2022).

It is worth noting that investments are an important component of integration processes and a catalyst
for globalisation transformations in the world economy, which create additional challenges for cooperation
between countries, while also generating new opportunities for their partnership.

One of the largest global players in the field of foreign direct investment is the EU, which has led to
increased attention to the peculiarities of the formation and implementation of the Union’s investment
policy. The European Union is the world’s largest economic bloc, an active global player in the international
arena and one of the world’s largest generators and donors of development processes. The economic
potential of the EU is quite powerful and the European Union is second only to the United States in terms
of economic independence.

The EU investment policy differs significantly from the investment policy at the national level, as it is
international in nature. The mechanism for implementing the EU investment policy is based on the task
of optimising the distribution of capital within an integrated Europe and ensuring sustainable economic
growth in the region.

The investment policy should be commensurate with the characteristics and scale of the enterprise,
should be documented, constantly reviewed and updated, open to government agencies and investors,
and understandable to external partners. In addition, an investment policy is essential for an enterprise to
determine the most effective investment option and identify the most profitable ways to use funds over a
long period of time with constant returns.

It is worth noting that when formulating an action plan, which together constitutes an investment
policy, it is important to take into account the financial and economic condition of the enterprise, market
conditions, product characteristics such as volume, quality characteristics, cost, technological equipment
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of production, structure of own and borrowed funds, financing conditions in the capital market, insurance
and investment guarantees, leasing conditions, etc.

We also recommend that you pay attention to such a sector as bank investments. Bank investments are
primarily understood as investments made by commercial banks as investment entities. If investments
are understood as an investment of capital with the aim of its further growth, then from the bank’s
point of view, the capital growth should be sufficient to compensate the commercial bank for refusing
to use available financial resources to invest in other alternative instruments in the financial market, to
reward it for its risk and to compensate for losses from inflation in the future investment period. Banking
investments mediate the process of using temporarily free money capital in the form of financing (Ilending)
capital investments or other forms of investment in real assets of investment goods directly to service the
reproduction process. They are characterised by the supply of money funds by the banking system, which
acts as a seller, and the demand for these funds by potential participants in investment activity, who are
buyers of bank investments.

In turn, the impact of digitalisation on economic development at both the macro and micro levels
is obvious today. However, the digitalisation of the economy as a whole, as well as of individual
industries, enterprises, and business processes, involves the development of digital technologies,
which, accordingly, necessitates an increase in investment in this area. At the same time, digitalisation
creates new opportunities for innovation and investment activities and is an impetus for the
development of the domestic IT industry. Therefore, modern enterprises today are radically changing
their innovation and investment policy, the development of which in the context of digitalisation has
certain features and is associated with:

— increasing investment in the IT industry and developing its infrastructure;

— Increasing the economic return on digital transformation;

— the need to possess a certain amount of knowledge and skills in the IT sector;

— competences of digital technology users;

— government involvement in promoting digital literacy and providing appropriate incentives;

— the existence of state, regional or sectoral expert councils on digital development (Chernikova,
2021).

While a decade ago, at the beginning of the rapid development of digital technologies, it was believed
that investments should be structured to match the technological structure of production and be aimed
at improving it to ensure economic development, in the context of digitalisation, this statement can be
considered stereotypical, as modern investments can radically change the structure and direction of
production in line with market demands. But, as at any time and under any conditions, investments must
be appropriate, justified, promising and effective.

The implementation of the innovation and investment policy of enterprises in the context of digital
transformation involves the achievement of certain economic, social, technological, and environmental
effects, which are systematised.

In terms of digitalisation, the following effects are mainly achieved:

1) social — through the improvement of existing and the emergence of new mobile applications, further
expansion of the Internet, informatisation of society, and the development of digital technologies;

2) economic — by automating and robotising production processes, reducing overheads, reducing the
time required to perform the same operations, expanding the information space, improving the management
system, and creating technology transfer mechanisms;

3) technological — through machine interaction, artificial intelligence, 3D technologies, augmented
reality, smart equipment;

4) environmental — through greening of production, use of alternative energy sources, introduction of
smart ecosystems, etc.

In our opinion, social effects are the most noticeable today, and economic effects are the least, due to
the low involvement of industry in digitalisation processes (Chernikova, 2021).

In our view, all potential investment projects should rely not only on state financial assistance but
also on reliable incentives for the production of competitive innovative products. It is worthwhile to
analyse more thoroughly the exports of products, which are increasingly reflected in economic reviews
and reports. For enterprises that produce goods to meet the needs of the domestic market, the production
of goods to replace imports can be considered equivalent to this indicator.

Customs Scientific Journal, Ne 1, 2024 45



Table 1
Value measurement of imports and exports of goods, foreign direct investment (FDI)
in Ukraine in 2023, billion USD

Months Import Exports FDI
January 5,0 3,1 0,31
February 5,1 33 0,33
March 5,5 3,8 0,33
April 4,7 3,0 0,33
May 5,0 3,1 0,34
June 5,0 3,0 0,34
July 5,2 2,4 0,35
August 5,5 2,7 0,36
September 5,4 2,7 0,35
October 5,6 2,7 0,31
November 4,7 2,9 0,35
December 5,4 3,1 0,4

Source: compiled from (Ministry of Economy, 2023; Zharykova, 2024)
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Figure 1. The impact of goods imports on foreign direct investment in 2023
Source: author's development based on data from (Zharykova A., 2024).

The model, which has the form Y=In0.2575+0.171Inx, shows that the change in imports in 2023 was
not caused by a change in foreign direct investment, but was influenced by random factors. As we can see,
the growth of imports affects the growth of the function by only 2.2% (i.e., about 2% of the function’s
growth is explained by the impact of imports).
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Figure 2. Impact of commodity exports on foreign direct investment in 2023
Source: author's development based on data from (Zharykova A., 2024).
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According to Fig. 2, the model has the form: Y=In0.3646+0.062Inx. Accordingly, the change in exports
in the 4th quarter of 2023 was also not due to changes in foreign direct investment, but was influenced by
random factors. As can be seen, export growth affects the growth of the function by only 1.1% (i.e., about
1% of the function’s growth is explained by the impact of goods exports).

Currently, the lack of products from import-substituting enterprises has a negative impact on Ukraine’s
foreign trade balance. It is advisable that the improvement of exports and import substitution should be
linked to the commissioning of new production facilities.

Conclusions. The limited ability of business entities to conduct foreign economic activity in the context
of military influence creates serious obstacles to investment.

It has been determined that the issues of formation and implementation of the State financial
policy of activation of investment activity in modern conditions are relevant and require further
scientific understanding. Effective implementation of automation of formation and implementation
of the State financial policy of intensification of investment activity provides for proper integration
of information and methodological, technical, legal and personnel support within the framework of
the software used, use of the latest forms and instruments to stimulate international trade activity of
economic entities.
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EXPORT OF UKRAINTAN GRAIN: PROBLEMS AND MECHANISMS
OF ENSURING GLOBAL FOOD SECURITY

In a world where food security is a critical concern, the impact of geopolitical conflicts on global food
supplies cannot be understated. One of the consequences of the war in Ukraine is the threat of a global food
crisis due to the destruction and blockade of Ukraines export infrastructure and logistics, endangering the
delicate balance of food production and distribution worldwide. Despite the military actions being confined
within Ukraine s territory, their impact has spread far beyond the region. Therefore, this article delves into
these multifaceted implications, analyzing not just the disruptions in Ukraine's agricultural sector and its
ripple effect on international trade but also the humanitarian, economical, and political dimensions that
underscore these disruptions. It explores how the war conflict disrupts Ukraines agricultural sector and
international trade, affecting millions of people, depending on Ukrainian grain supplies. The article highlights
the significance of Ukraine as a major global food supplier, particularly in the production of wheat, maize,
sunflower oil and other commodities. It also examines the mechanisms put in place to ensure Ukraine s food
exports, including the Black Sea Grain Initiative and the challenges, faced in reopening Ukrainian ports
for export. It is shown that despite Russias withdrawal from the Black Sea Grain Initiative, the export of
Ukrainian agricultural products through the Black Sea continues. It is substantiated that strengthening the
protection of the port infrastructure against missile attacks is also one of the strategic priorities of preserving
the export potential of Ukraine. And this is one of the key issues to be discussed at the international peace
summit in Switzerland. The strategic initiatives of Ukraine that contribute to the sustainability of food
production systems and, together with diplomatic efforts, can contribute to the formation of a safer global
food future are analyzed. The main directions of state regulation and support of the export potential, in
particular of the agrarian sector of the economy, by simplifying customs procedures, financial and economic
support of producers of grain products are outlined. The authors identified future challenges to global food
security and their impact on the global architecture of world security.

Key words: international trade, food exports, mechanisms of state regulation, global food security, food
crisis, Black Sea Grain Initiative, simplification of customs procedures, state support for exporters.
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Introduction. Ukraine is one of the world’s leading producers and
exporters of agricultural production. Food exports play a significant
role in the country’s economy. Notably, Ukraine has become one
of the biggest suppliers of foods such as sunflower oil, wheat and
corn for the low-income countries worldwide as well as for the
international development organizations.

Specifically, the country is a major producer and exporter of
staple grains which are vital commodities for the international
food system. In fact, the World Food Program, which is the United
Nations’ humanitarian food-assistance organization, gets 40 per cent
of its wheat from Ukraine (Feingold, 2022).

However, Russian large-scale invasion of Ukraine has a
devastating impact not only on the country’s food security but also
posed a serious threat to global food security. It has raised profound
questions about the resilience of the international food supply chain.
Due to the Russian blockade in the Black Sea, about 22 million tons
of grain were blocked in Ukrainian ports, a significant part among
them was intended for the UN World Food Program.

In accordance with the Council of the European Union and the
European Council (CEU and EU, 2023), the tragedy unfolding
in Ukraine is having an impact all over the world as Russia’s
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unprovoked and unjustified invasion is intensifying a global food crisis. The war in Ukraine is stifling
trade and logistics of Ukraine and the Black Sea region, as noticed by the United Nations Conference on
Trade and Development (UNCTAD, 2022).

The invasion has affected some of Ukraine’s most productive agricultural regions, including the Black
Sea region which is a major source of grain and vegetable production. Many farmers have been forced
to abandon their fields due to military fighting. Most of the food storage and transportation infrastructure
has been damaged or destroyed.

Additionally, the war has disrupted the transportation of food in Ukraine across its borders. Trade
blockades and restrictions have made it difficult to transfer food to the most needed areas. Millions of
people in the world depend on grain supplies from Ukraine. The population of the most of these countries
traditionally suffers from food shortages and even hunger.

Namely, according to the Food and Agriculture Organization, nearly 50 countries depend on the
Russian Federation and Ukraine for at least 30 percent of their wheat import needs. Of these, 26 countries
source over 50 percent of their wheat imports from these two countries (FAO, 2022b). This underscores
the region’s enormous influence on the dynamics of international trade.

This means that for a number of countries in South Asia, Western Asia and Africa cutting of the major
source of supply for wheat, corn and vegetables oils will definitely rise the food insecurity and may even
lead to increase in global hunger (Maciejewska & Skrzypek, 2022). The paper (Ben Hassen & EL Bilali,
2022) also highlights that the war resulted in immediate and far-reaching cascading consequences on
global food security.

Based on the FAO Global Report, food availability and access are likely to remain limited by conflict-related
market disruptions and high food prices, exacerbated by the ripple effects of the war in Ukraine on international
trade and commodity prices (FAO, 2022, p. 15). As food shortages and price spikes loom, it becomes imperative
to understand the intricacies of this crisis and explore potential pathways to mitigate its effects.

Methodology. This paper focuses on Ukraine’s role in global food security and the broader implications
of the war on international trade, humanitarian concerns and geopolitics. It employs a comprehensive
methodology that includes data analysis, literature review, and qualitative assessment. This article draws
upon existing research, governmental reports, and international organizations’ data to analyze the impact
of the conflict on Ukraine’s agricultural sector and its global repercussions. Regarding the mentioned
above, this article underscores the importance of Ukraine’s role in global food security and the need
for continued efforts to stabilize grain exports from the region. Through a multidisciplinary approach,
this article aims to provide a holistic understanding of the crisis and offer insights into strategies for
safeguarding global food security in times of geopolitical upheaval.

1. Global Food Security

Global food security refers to availability, accessibility and affordability of food for people all around
the world. It ensures people to have access to sufficient and nutritious food according to their dietary needs
and cultural preferences.

Based on the Rome Declaration on World Food Security and World Food Summit Plan of Action
(FAQO, 1996), food security is defined when all people, at all times, have physical and economic access
to sufficient, safe and nutritious food to meet their dietary needs and food preferences for an active and
healthy life.

Therefore, ensuring global food security is an integral component of the fundamental natural rights to
life, health, and nutrition. Food security upholds people’s right to feed themselves with dignity, protecting
everyone from hunger, food insecurity, and undernourishment. It is legally derived from the International
Covenant on Economic, Social, and Cultural Rights (General Assembly, 1996).

However, for millions of people around the world, food security needs no explanation. They face food
shortages and hunger themselves, suffering from it. They feel it on a physiological level and do not need
additional explanations of that term. That is why this topic is so relevant.

Although under international law, states are recognized the fundamental right of everyone to be free
from hunger and obligated to respect, protect, and fulfill the right to food, according to the Global Report
on Food Crisis 2022 Mid-year Update (Food Security Information Network, 2022, p. 8), up to 205 million
people are expected to face acute food insecurity and to be in need of urgent assistance in 45 countries.

One of the key challenges to global food security is the increasing world population. The United
Nations predicts that the global population could grow to around 9.7 billion people in 2050 (United
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Nations Department of Economic and Social Affairs, 2022, p. 28), which will require a significant increase
in food production to meet demand.

Another challenge is the impact of climate change on food production. Extreme weather conditions,
such as floods and droughts, can lead to crop failures and food shortages. Additionally, climate change
is affecting the geographic distribution of plant and animal species, which can alter the availability and
quality of food.

Other key factors which can affect food security include political instability, conflicts, trade barriers,
and economic shocks. These issues can disrupt the production and distribution of food, making it more
difficult for people to access the food they need. In a world where food security is a critical concern, the
impact of geopolitical conflicts on global food supplies cannot be understated.

In accordance with the Joint Statement on the Global Food and Nutrition Security Crisis (FAO et al., 2023),
globally, poverty and food insecurity are both on the rise after decades of development gains. Supply chain
disruptions, climate change, the COVID-19 pandemic, financial tightening through rising interest rates and the
war in Ukraine have caused an unprecedented shock to the global food system, with the most vulnerable hit the
hardest. Food inflation remains high in the world, with dozens of countries experiencing double digit inflation.

The results of the European Council meeting (European Council, 2022, p. 3) strongly concluded that,
by weaponising food in its war against Ukraine, Russia is solely responsible for the global food security
crisis it has provoked.

Indeed, the war has exposed vulnerabilities in the global food security system and resulted in far-
reaching consequences for both regional and global food security, as international food prices reached
historic highs even before the outbreak of the war in Ukraine.

That way the war in Ukraine has caused significant damage and shaken the already vulnerable global food
security system. It has become one of the most disruptive factors in destabilizing global supply chains and
causing food shortages in vulnerable markets, especially for low-income, food import-dependent countries and
vulnerable communities, marking a pivotal challenge for global food security and international trade.

To address these complex challenges, the Global Strategic Framework for Food Security & Nutrition
emphasizes four pillars of food security: availability, access, utilization and stability (FAO, 2014, p. 7).
These pillars provide a comprehensive conceptual framework for addressing food insecurity. It requires
more than just increasing food production; it’s about ensuring that food is consistently available, accessible,
nutritionally adequate, and stable for all.

2. Exploring Ukraine’s Agrarian Export Potential

Ukraine’s food exports have been growing steadily over the past few years, driven by a combination
of factors. These include the country’s fertile soil, favorable climate, and skilled labor force, as well as its
access to global markets through trade agreements with the key partners. In addition, Ukrainian producers
have invested heavily in modernizing their production facilities and adopting advanced technologies to
improve the quality and safety of their products.

Ukraine is one of the world’s top agricultural producers and exporters and plays a critical role in
supplying oilseeds and grains to the global market (USDA, 2022). Often called the breadbasket of Europe,
Ukraine boasts roughly 42 million hectares of agricultural land and is home to vast quantities of black
“chornozem” soil, which is highly fertile (Feingold, 2022). Pre-war agricultural sector represented about
10 per cent of its GDP of Ukraine and about 40 per cent to its exports.

However, the full-scale Russian invasion of Ukraine has been detrimental to Ukraine’s agricultural
sector. Based on certain calculations, the areas directly affected by the war accounted for about 36 per cent
of the country’s crop production before the war. About 30 per cent of Ukraine’s territory could be mined
(Matvieiev, 2023).

Moreover, significant damage to the agriculture of Ukraine was caused by the destruction of the
Kakhovka Hydroelectric Power Plant. According to preliminary estimates of the Ministry of Agrarian
Policy and Food of Ukraine (MAPFU, 2023b), about 10,000 hectares of agricultural areas were flooded
on the right bank of the Kherson region and also several times more on the left bank.

In addition, this man-made disaster will stop the water supply of irrigation systems of the fields
of Dnipropetrovsk, Kherson and Zaporizhzhya regions. In 2021 these systems provided irrigation for
584 thousands of hectares, which produced approximately four million tons of grain and oilseeds, valued
at about USD 1.5 billion (MAPFU, 2023b). However, it is currently difficult to assess the full scale of the
consequences of this ecocide and its impact on the agricultural sector of Ukraine.
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Nevertheless, Ukraine continues to play a leading role in securing global food supplies, despite
the ongoing war. The main food products, exported by Ukraine in the 2021/22 marketing year, were
grains and oilseeds. The country is the world’s largest producer of sunflower meal, oil, and seed and
the world’s top exporter of sunflower meal and oil. Other significant exports include wheat, barley
and corn (Table 1).

Table 1
Ukraine Agricultural Production and Exports (2021/22 marketing year)
Production Exports
Rank Rank
Product Volume Among % of Global Volume Among % of Global
(1,000 MT) Global Production | (1,000 MT) Global Exports

Producers Exporters
Corn 41,900 6 3.5% 23,000 4 12%
Wheat 33,000 7 4.3% 19,000 5 9%
Sunflower 17,500 1 30.6% 75 9 3%
Barley 9,900 4 6.8% 5,800 3 17%
Sunflower Oil 5,676 2 30.6% 4,950 1 46%
Sunflower Meal 5,452 2 27.5% 4,100 1 54%
Rapeseed 3,015 6 4.2% 2,700 3 20%

Source: Based on the U.S. Department of Agriculture (USDA, 2022)

According to the U.S. Department of Agriculture (USDA, 2022), Ukraine produces one-third of the
world’s sunflower oil and accounts for nearly half of global exports. Those exports were valued at USD
6.4 billion in 2021. Top markets in 2021 were India (31%), the European Union (30 percent), and China
(15%). At the same time, Ukraine supplies nearly two-thirds of the world’s sunflower meal with exports
valued at USD 1.2 billion in 2021. Top markets in 2021 were China (48%), the European Union (25%),
and Turkey (7%).

Over the past years, Ukraine has mainly increased its exports of cereals, legumes, and flour (Figure 1).
Specifically, in the 2013-2014 marketing year, Ukraine exported 32.5 million tons of cereals and legumes
to foreign markets. In the 2014-2015 marketing year, exports increased to 34.8 million tons. In the
following 2015-2016 marketing period, exports increased to 39.5 million tons, reaching 44.4 million tons
in the 2016-2017 marketing year.

In the 2017-2018 marketing year, the volume of export returned to previous level, decreasing to 39.4
million tons. However, according to the Ministry of Economy of Ukraine, in the 2019/2020 marketing
year, a record 57.2 million tons of cereals, legumes, and flour were exported, marking a 6.8 million tons
increase from the previous 2018/2019 marketing year when exports totaled 50.4 million tons (Ministry
of Economy of Ukraine, 2020).
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Figure 1. Export volumes of grains, legumes and processed products from Ukraine
Source: Based on the Ministry of Agrarian Policy and Food of Ukraine
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In the 2020/21 marketing year, exports amounted 44.9 million tons, including 16.6 million tons
of wheat, 4.2 million tons of barley, 18.4 thousand tons of rye, 23.1 million tons of corn, and
126.9 thousand tons of flour. However, the next year turned out to be the most challenging year for the
Ukrainian agricultural sector and exports.

As of July 2022 Ukraine’s export of major cereals in the beginning of the 2022-2023 marketing year
decreased by 40 per cent and amounted 556 thousand tons compared to 926 thousand tons on corresponding
date of the previous marketing year. Specifically, corn decreased by 17.4 per cent to 403 thousand tons,
wheat decreased by 2.2 times to 113 thousand tons, and barley decreased by 4.9 times to 37 thousand tons
(Melnyk, 2022).

Nevertheless, according to the Ministry of Agrarian Policy and Food of Ukraine (Table 2), during
the 2022/2023 marketing year Ukraine has exported 48.996 million tons of cereals, legumes, and
flour, including 16.836 million tons of wheat, 2.707 million tons of barley, 18.0 thousand tons of rye,
and 29.128 million tons of maize. For comparison, during the corresponding period of the previous
2021/2022 marketing year, Ukraine exported 48.355 million tons of cereals, legumes, and flour, including
18.720 million tons of wheat, 5.747 million tons of barley, 161,5 thousand tons of rye, and 23.409 million
tons of maize.

Table 2
Exports of cereals, legumes (with products of their processing), and flour from Ukraine, thousand tons
Product 2022/2023 MKkt year 2021/2022 MKkt year
Cereals and legumes, total 48996 48355
Wheat 16836 18720
Barley 2704 5747
Rye 18,0 161,5
Maize 29128 23409
Wheat flour, thousand tons 147,1 69,2
Other flour, thousand tons 6,5 1,5
Total export (grain + flour) 49200 48449

Source: Based on the Ministry of Agrarian Policy and Food of Ukraine (2023a)

Thus, despite the wartime conditions, Ukraine has managed to preserve its agriculture potential and
remain a global food supplier. The Black Sea Grain Initiative has become a pivotal factor in achieving
this feat and played a crucial role in reestablishing food exports from Ukraine. Therefore, the search for
and implementation of legal and practical mechanisms for the continuation and increase of export of
agricultural products from Ukraine, in particular by sea, is a strategic priority both for Ukraine and for
international trade in general.

3. Mechanisms for Ensuring Ukraine’s Food Export

Global trade depends on a complex system of ports and ships, connecting the world. If global trade is
to flow more smoothly, it must be ensured that Ukrainian ports are open to international shipping and that
collaboration among transport stakeholders continues to provide services (UNCTAD, 2022). Logistics is
the key issue for Ukrainian agricultural export traders.

Overall, the Black Sea ports play a crucial role in Ukraine’s exports, as they provide access to global
markets and allow for efficient transportation of goods. Before the war, Ukraine exported about 5-6 million
tons of agricultural products per month (MAPFU, 2022); the majority of this volume was shipped through
Ukrainian seaports along the Black Sea.

In terms of their strategic importance, ports have always been superior to other modes of transport links, and
have also performed essential defensive functions. Before the war more than 75% of Ukraine’s foreign trade
took place through sea routes, processed in 13 Ukrainian seaports (Kormych & Averochkina, 2022, p. 8).

On the russian full-scale invasion eve most of the Ukrainian seaports and maritime waters were already
partially blocked. Contrary to international law, including international maritime law, the operations of
Ukrainian ports were completely disrupted after the full-scale invasion began on 24 February 2022, with
no ships allowed to enter or leave the ports.

As noted by the National Institute for Strategic Studies (NISS, 2023), 10 out of 13 ports, which in 2021
accounted for the processing of 62.4% of all export-import cargo in Ukraine, were blocked. In 2022, due
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to the blockade of the maritime coast, the cargo processing by Ukrainian seaports decreased by 61.5%,
including exports by 54.4% and imports by 70.3%.

Since the majority of agricultural exports from Ukraine rely on maritime transportation, the blockade
of Ukraine’s port infrastructure and maritime waters had a critical impact on Ukraine’s export potential
and the volume of exported goods, including agricultural production.

The following diagram (Figure 2), based on the data from the Ministry of Agrarian Policy and Food
of Ukraine (MAPFU, 2023c), clearly illustrates the role of port transportation of agricultural products in
the foreign trade of Ukraine, as well as the dynamics of export volumes broken down by major types of
transport.
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Figure 2. Export of agricultural products by types of transport
Source: Based on the Ministry of Agrarian Policy and Food of Ukraine (2023c)

For over four months, Ukrainian seaports and port infrastructure have been blocked. It was only about
four months after the start of the full-scale invasion, Ukrainian seaports were partially unblocked and
agricultural exports started to resume gradually, thanks to the agreement signed in Istanbul on July 2022.
An agreement was brokered by the United Nations and Turkey to open a safe maritime humanitarian
corridor in the Black Sea (the Black Sea Grain Initiative).

As aresult of Initiative, Ukraine regained its ability to export grain and foodstuffs from the seaports of
Odesa, Chornomorsk, and Pivdennyi, substantially increasing the volume of exports. Getting these three
ports back in business allowed Ukrainian exporters to return to their markets in Africa, the Middle East,
and Asia, as well as allowed the cost-efficient alternative for truck and rail shipments to the EU (USDA,
2023).

Based on the Black Sea Grain Initiative, the Joint Coordination Centre was officially inaugurated on
27 July 2022 in Istanbul. The Joint Coordination Centre was established to monitor the implementation of
the Black Sea Grain Initiative to provide a humanitarian maritime corridor to allow ships to export grain
and related foodstuffs via the Black Sea from three key Ukrainian seaports “Odesa”, “Chornomorsk”,
and “Pivdennyi”. Under the safe-corridor deal all ships, headed to Ukraine, had to undergo inspections in
Istanbul.

The JCC monitors the movement of commercial vessels and ensures the compliance with the procedures
developed through the Initiative for shipments to and from Ukrainian ports. Inspections of vessels are
conducted by joint inspection teams, under the auspices of the JCC (United Nations, 2023). Commercial
ships can apply with the JCC via Ukrainian port authorities to ensure the appropriate monitoring, inspection
process and safe passage (Figure 3).

As of July 2023, almost 33 million tons of agricultural goods, including maize (51%), wheat (27%) and
sunflower products (11%), had been exported from Ukraine via the Black Sea Grain Initiative (CEU and
EU, 2023a). During its implementation, over 32 million metric tons of grain and foodstuffs were moved
to 45 countries, in close to 2,000 voyages back and forth helping to bring down global food prices and
stabilizing the markets (United Nations, 2023).
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Figure 3. The Grain Corridor: Inspection of Vessels
Source: Based on the Ukrainian Sea Ports Authority (USPA, 2022)

UNCTAD’s report “A Trade Hope: The impact of the Black Sea Grain Initiative” (UNCTAD, 2023)
said developing countries have benefited the most from the initiative, supporting food security among the
most vulnerable. This initiative has not only resuscitated Ukraine’s vital exports of grain and related food
products but also underscored the significance of international collaboration in sustaining global food
security.

However, Russia withdrew from an agreement that ensures the safe passage of vessels exporting
Ukrainian grains and other food products from three primary Black Sea ports. Ukraine established
unilateral corridors for merchant ships in the Black Sea in response. Despite the challenges, this strategic
move proved to be fruitful: the first ships to utilize these corridors successfully exported 50,000 tons of
agricultural products from Ukrainian Black Sea ports. This shows that the decision to create its own trade
route in the absence of a corridor agreed with Russia was justified.

At the same time, alternative ways of transport ways must be pursued too. In particular, as the research
by Kuznietsov, Vladyshevska, and Kuznetsov (2023, p. 40) has noted, the “Danube” direction of the
development of inland water transport and its infrastructure should be singled out due to the inclusion
of the inland waterways of Ukraine to TEN-T. Furthermore, it is the Danube region that currently most
demonstrates the tendency to create logistics hubs (grain direction), resulting in a threefold increase in
cargo processing from 5.5 million tons to 16.5 million tons (NISS, 2023).

Because of the implementation of various complex measures, smooth functioning of Danube ports was
ensured, producing the best results since Ukraine gained independence. The port of Reni handled 5 times
as much cargo in 2022 (6.82 million tons) as in 2021 (1.37 million tons). The port of Izmail more than
doubled shipments, from 4 million tons in 2021 to 8.89 million tons in 2022. The port of Ust-Dunaisk
increased handling volumes from 64 thousand tons to 785 thousand tons (World Bank, 2023, p. 10-11).

Therefore, maximizing the diversification of transportation routes and logistics is essential for
ensuring the uninterrupted access of Ukrainian products to international markets. Engaging a variety of
transportation and delivery methods will not only bolster the security of exports but also enhance overall
efficiency.

4. Mechanisms of State Regulation and Support

The paper (Skrypnyk, Protseviat & Voronova, 2022) highlights that exceptional circumstances,
experienced by country during the martial law, drive the increasing needs to find new mechanisms to
impact on foreign economic activity, as well as improve the ways to tap the stimulation or restraint
instruments of international trade as efficiently as possible.

Since the introduction of martial law Ukraine has implemented a set of measures in the field of currency
regulation and banking supervision, customs and tax regulation, trade restrictions, which are primarily
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directed against aggressor countries. A number of relevant regulatory government acts in the field foreign
economic activities were adopted.

Digitization and simplification of customs procedures have become characteristic features of recent
changes in the field of state regulation of foreign economic activities, allowing to reduce corruption and
create favorable conditions for foreign economic activity subjects, providing a balance between customs
control and facilitation of trade.

Supporting Ukrainian agricultural producers is also one of the priority directions of state policy. In
2020 the government introduced the state program of business support “Affordable Loans 5-7-9%”, which
provides financial assistance through cheaper loans through government compensation of interest rates,
including the priority direction of support for agricultural producers.

According to the Ministry of Finance of Ukraine, during the period of martial law in Ukraine (as of 16
October 2023), 39,127 loan agreements totalling UAH 152,3 billion were concluded of which: UAH 8.77
billion for investment purposes, UAH 9.11 billion for anti-crisis loans, UAH 3.8 billion for refinancing,
UAH 34.85 billion for loans to agricultural producers, and UAH 58.31 billion for anti-war purposes
(Ministry of Finance of Ukraine, 2023).

Back in 2017 the government adopted the Export Strategy of Ukraine (Cabinet of Ministers of
Ukraine, 2017), which determined the priority vectors of trade development for 2017-2021. Obviously,
the modernized strategy should consider Ukraine’s export potential and priority development directions,
both during the martial law period and in the post-war recovery of the Ukrainian economy, while relying
on mechanisms for state regulation of foreign economic activity.

As a result, Ukraine’s regulatory system needs to strike a balance between strength and adaptability,
providing exporters with both the protection and flexibility they require to thrive in global markets. This
involves not only establishing favorable domestic conditions but also forging strategic alliances and
partnerships abroad.

Overall, ensuring smooth grain exports has a multi-faceted impact, holding significance in the realm
of global trade and the assurance of food security worldwide. In essence, the ripple effect of grain trade
touches various sectors, from agriculture to transportation and even finance. Realizing this importance, the
Ukrainian government, in collaboration with the international community, is making concerted efforts to
safeguard the logistic routes of grain export. It’s a testament to the intertwined nature of trade, economics,
and diplomacy.

5. Global Trade and Price Volatility: Food Availability, Access, and Stability

The global rise in food prices is a critical concern that directly impacts food availability and access.
Such factors as population growth, climate change and geopolitical conflicts have contributed to a
significant increase in food prices worldwide. This upward trend in prices poses a substantial challenge to
food security, particularly for vulnerable populations and low-income countries.

Furthermore, the increase in food prices has a global ripple effect, impacting countries that heavily rely
on food imports. Many nations, particularly in regions where food production is limited, are heavily reliant
on international markets to meet their food needs. These countries face the dual challenge of reduced food
availability due to supply chain disruptions and diminished access due to higher costs since prices climb.

As aresult, only a balanced approach (Figure 4) is able to ensure food security by achieving a balance
between food exports and imports, as well as satisfy the existing demand for food with a sufficient supply,
restraining the sharp rise in prices on world markets.

The Figure 4 simplistically illustrates that countries that do not have their own production and show
complete dependence on food imports are in the zone of greatest turbulence. They are the most vulnerable
and dependent on the world situation in the global food market. The population of such countries and their
territories are the most vulnerable to food shortages and hunger.

Whereas countries with a developed agricultural sector and their own production are also dependent on
world food prices and external supplies of the necessary range of goods. However, they are able to at least
independently ensure the availability of food inside the country for their own consumption.

In the situation with exporting countries like Ukraine, the mentioned countries simultaneously
influence both the formation of prices on foreign markets and the provision of food availability and
access, restraining price growth. Such countries are the guarantors of global food security.

In a situation where large exporters are unable to provide sufficient food on foreign markets under
pressure from internal and external factors, food prices rise, leading to a global food crisis. Such crises
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are significantly intensified under the pressure of several factors at the same time, such as the COVID-19
pandemic and the war in Ukraine.
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Figure 4. Food Security Matrix

Food access difficulties, which already existed due to the prolonged COVID-19 pandemic, have
increased dramatically with the onset of full-scale war in Ukraine, exacerbating the global food crisis.
The war in Ukraine is not just a regional crisis, it has far-reaching consequences affecting different regions
of the world, leading to higher food prices and faster inflation, since both countries are major world
suppliers of wheat and grain, especially for Africa, the Middle East and Asia that were already struggling
with hunger.

In particular, as a result of the outbreak of the war in Ukraine on 24 February 2022, global food prices
increased further from already high levels in 2021 and have been at record highs since March 2022. The
FAO Food Price Index averaged 159.3 points in March 2022, leaping 17.9 points (12.6%) from February
2022 and reaching its highest value since the creation of the index in 1990. Multiple sub-indexes also
surged to records. In particular, the FAO Cereal Price Index increasing by 24.9 points in March 2022 from
February 2022 (17.1%) and the FAO Vegetable Oil Price Index increasing by 46.9 points from February
2022, a 23.2 percent increase (FAO, 2022a).

However, prices began to decrease later on, indicating an increase in global export opportunities, which
was also facilitated by the Black Sea Grain Initiative, allowed continuing food export from Ukraine. This
historic agreement facilitated the transport of grain and other goods across the Black Sea, but supply
disruptions pushed prices to record highs, exacerbating inflation, poverty and food insecurity in the most
dependent countries.

As fallowed, the FAO lowered its forecast for world trade in cereals in 2023/24 to 466 million tones, a
1.7 percent drop from the previous marketing season. Traded volumes of wheat and maize are all predicted
to decline, due to a mix of reasons, including falling exports by Ukraine due to trade disruptions associated
with the ongoing war (FAO, 2023a).

As follows, the surge in food prices is a pressing issue that not only threatens food security but also
exacerbates inequalities in access to nutritious food. Addressing this challenge requires international
cooperation, sustainable agricultural practices, and policies aimed at stabilizing food prices to ensure that
all individuals regardless of their economic status, have access to affordable and nourishing food.

Conclusions

1. Ukraine’s Position in Global Trade and Food Security: Ukraine with its robust agricultural sector
holds a prominent position in international trade, significantly contributing to its GDP. As a major
exporter, Ukraine’s agricultural produce doesn’t only underpin its economy but also stabilizes global
food prices. The country’s fertile land and modernization efforts have made it a top global producer of
commodities such as wheat, maize and sunflower oil. However, war-induced disruptions in Ukraine have
rippled through international markets. Damage to infrastructure and trade routes has led to gaps in the
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global supply chain, amplifying food insecurities, especially in countries that heavily rely on Ukrainian
exports of these vital commodities.

2. Humanitarian and Global Food Market Impact: The war has resulted in significant loss of life and
the humanitarian crisis in Ukraine while also affecting global food markets. It has led to increased world
prices, food inflation and reduced food access in countries reliant on Ukrainian imports. Prolonged conflict
threatens global food sufficiency, especially for low-income nations dependent on imports. Ukraine’s food
exports can address this challenge by providing a dependable source of affordable, high-quality food
production to countries worldwide.

3. The Black Sea Grain Initiative: The establishment of the Black Sea Grain Initiative was a
critical step in reopening Ukraine’s ports for agricultural exports. This agreement allowed to ensure
the safe passage of Ukrainian grain cargoes. It played a crucial role in restoring Ukraine’s ability to
export grain and stabilizing world food prices despite the difficulties. Despite Russia’s withdrawal
from the Black Sea Grain Initiative, the export of Ukrainian agricultural products via the Black
Sea should continue. International security guarantees and military deterrence against Russian
aggression and threats to cargo ships should ensure the ongoing operation of the grain corridor and
access of Ukrainian food to international markets. Simultaneously, enhancing the protection of port
infrastructure from missile attacks is also one of the strategic priorities for preserving Ukraine’s
export potential, which is another key issue to be discussed at the international peace summit in
Switzerland.

4. Strategies for Enhanced Global Food Security: Global food security is confronted with an intricate
interplay of factors: from population growth and climate change to political instability and economic
shocks. The war in Ukraine intensified these pre-existing challenges, pushing food prices higher and
causing further instability in international markets. Overcoming these challenges requires international
cooperation, a focus on diversifying supply chains and investing in sustainable agricultural practices.
Initiatives that promote resilience in food production systems along with diplomatic efforts to reduce
trade barriers and conflicts can pave the way for a more secure global food future. At the same time,
strengthening the protection of the port infrastructure against missile attacks is also one of the strategic
priorities of preserving Ukraine’s export potential,

5. State Regulation and Support: In the context of global food security, Ukrainian grain exports have
emerged as a cornerstone in international trade. Recognizing these stakes, during martial law, Ukraine
advanced its foreign economic strategy by simplifying and digitizing customs procedures. This not only
streamlined grain exports but also strengthened Ukraine’s position on the global stage. Furthermore,
state initiatives like the “Affordable Loans 5-7-9%” program underscore the nation’s dedication to its
agricultural sector. By offering financial assistance to its producers Ukraine is not only stimulating domestic
production, but also strengthening its commitment to addressing global food security challenges. The
constant evolution of international trade dynamics underlines the importance of proactive state regulation
and support for Ukraine in this area.

6. Future Challenges: Preserving the logistic routes of grain export remains a priority for Ukraine and
the international community. The ongoing conflict and its ripple effects underscore the need for resilient
mechanisms to ensure food availability, access and stability on a global scale.

7. Impact on Global Architecture of Word Security: Russia’s invasion has not only jeopardized
global food security but also undermined the post-World War II global security and peace framework.
It has revealed vulnerabilities in the global security system, necessitating comprehensive measures
to prevent future aggression against sovereign nations. Obviously, relying on traditional measures
alone will not be enough. International legal mechanisms and institutions which demonstrated their
inadequacy and inefficiency in preventing and resistance such global challenges are needed to be
reformed. The proactive approach that includes strengthening alliances, expanding diplomatic
dialogue and rethinking international institutions is vital to ensure a more sustainable and secure
world order in the future.

In summary, the war in Ukraine has had far-reaching consequences on global food security,
highlighting Ukraine’s crucial role in supplying essential food commodities, especially to low-
income countries and international development organizations. It has revealed vulnerabilities in the
global food security system and highlighted the need for continued efforts to ensure food access for
millions of people worldwide.
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Y ceimi, de npodosonvua besnexa € KpUMUYHO NPOOAEMON, GHAUS 2CONONIMUYHUX KOH(DIIKMIE HA 2100aTIbHI
NOCMABKU NPOOOBOTLCMBA He MONCHA Hedooyinioeamu. QOHUM i3 HACTIOKIS 6itiHU 8 YKpaini € 3a2po3a 2100anbHOI
NPO00BOILUOL KpU3U Uepe3 PyuHysanHs ma 010Kkady eKChopmHol iHgpacmpykmypu ma ao2icmuxu YKpainu, wo
cmasumy nio 3aepo3y Kpuxkutl Oananc upooHUYmMea ma po3noodity npooosotsemea y cgimi. Hessaoicarouu na me,
Wo BIICLKOBI Ol 0OMedCYIombCst mepumopieio Yxpainu, ixuit 6niug nowupuscs danexo 3a meaici peciony. Tomy ys
CmMamms 3a2nuOTI0EMbCA 6 Yi Oa2amoepanti HACIiOKY, AHATIZYIOYY He Tuuie nPodaeMll 8 aepapHoMy cekmopi YKkpaitu
ma ix XeuabOBULl 6NIUE HA MIJCHAPOOHY MOPeiento, ane Ui YMAHIMAPHI, eKOHOMIUHI Ma NOIMUYHI ACNeKMuU, 3Ki
niokpecuoomy yi npodiemu. Y Hbomy docaioncyemucs, K GiliCbKOBULL KOHQIIKM NOPYULYE CLTbCLKO2OCNO0APCHKULL
cexkmop YKkpainu ma mincHapoOHy mopeieno, 6nauaioul Ha MITbUoHU a00ell, SKI 3aneicams 6i0 HOCmagoxk
VKPAiHCbKo20 3epHa. Y cmammi 6UCGimieHo 3HaueHHA YKpainu AK 6eluKo20 C8Imo6020 NOCMAYAIbHUKA
NPOO0BOTLCNBA, 30KPeMA y 6UPOOHUYMEE NuleHUYl, KYKYPYO3U, COHAWHUKOBOT onii ma iHwux mogapis. Takoow
DPO32TA0AIOMbCA  MEXAHIZMY,  3aNpo6addiceni O 3abe3neyents YKpaiHcbKo2o eKCnopny npooogonbCmed,
grt0Yaiouy YopHOMOPCHKY 3epHO8y IHiyiamuey, ma SUKIUKY, 3 AKUMU CIUKAIOMbCA Y 36 3Ky 3 GIOKPUMIMAM
VKpaincokux nopmig 01s excnopmy. Tokaszarno, wo nonpu euxio Pocii 3 Yopromopcvkoi 3eproeoi iniyiamusu,
excnopm yKpaincokoi agponpodykyii yepes Yopre mope npodosacyemocs. OOIPyHMOBAHO, W0 NOCUTIEHHS 3AXUCTY
nopmosoi IHpacmpykmypu 6i0 pakemHux amak, Makoic € OOHUM 3i CHPAMeiYHuX npiopumemie 30epexiceHHs
excnopmmozo nomenyiany Yxpainu. I ye ¢ we 00Hieio 3 K10408ux npoonem 0s 00208apeHHs Ha MIJICHAPOOHOMY
Camimi mupy 6 Llseiiyapii. [lpoananizoeano cmpameziyni iniyiamugu Yxpainu, Sxi cnpusiome cmiikocmi cucmem
BUPOOHUYMBA NPOOOBOTLCIBA A NOPAO 13 OUNTOMAMUYHUMU 3YCULTAMU MOJCYMb CRPUAMU (POPMYSAHHIO OilbLuL
be3neynoeo 2no0banbHo2o nPo00BOILY020 MatloYmHb020. OKpecieno 0CHOBHI HANPSIMU 0epiICABHO20 PeSyTI0BaAHHS
ma niOmpuMKu eKCHOPMHO20 HOMEHYIaNy, 30KpemMa azpapHozo ceKmopy eKOHOMIKU, WIAXOM CHPOWeHHA MUMHUX
npoyedyp, (inancosoi ma eKOHOMIUHOL RIOMPUMKU BUPOOHUKIE 3ePHOB0T NPOOYKYiL.

Aemopamu 03HAYEHO SUKIUKY MAUOYMHLO20 2N0OATbHIN NPOO0BObUIl Oesneyi ma ix 6nius Ha 2100albHy
apximexmypy c6imogoi be3nex.

KurouoBi cjioBa: MixkHapoaHa TOPTiBIIsL, EKCIOPT MPOAOBOJILCTBA, MEXAHI3MHU JIEP>KaBHOTO PETYIIIOBaHHS,
m1o0aibHa MPOAOBOJIBYA Oe3MeKa, MPOJOBOIEIa Kpru3a, YOpHOMOPChKa 3epHOBA iHILIATHBA, CIIPOILCHHS
MHTHHX IIPOLIEAYP, ACPKaBHA MiATPUMKA €KCIOPTEPIB.
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THE EVALUATION OF THE NECESSITY TO HARMONIZE
THE EXCISE DUTY OF ALTERNATIVE TOBACCO
AND SMOKE-FREE PRODUCTS IN THE EUROPEAN UNION

Despite societal efforts towards healthy living, smoking remains a leading cause of illness and premature
death. This research aims to analyse the classification of alternative tobacco and smoke-free products and
the impact of excise duty on their market, particularly in the Baltic States. The methods involve comparing
normative and international classifications, examining excise duty rates, and analysing market data for
these products’legal and illegal circulation. The results indicate a significant increase in the consumption of
alternative tobacoo and smoke-free products despite higher excise duties, suggesting consumers are willing
to pay more. The review also highlights the need for harmonised regulations to control the market effectively
and prevent the growth of an illegal market, especially for e-cigarettes.

Conclusions: International trade classification includes both smoking tobacco products and smoke-free,
however, excise tax and tobacco control regulations do not have such a classification, as international
and national regulations are outdated and lack alternative tobacco and smoke-free product classification.
Harmonised goods include traditional tobacco products but do not include alternative tobacco and smoke-
free products, which leads to undesirable consequences — significant differences in rates and cross-border
trade, as well as a need for unified control and information exchange on the movement of goods in the
single market. All three Baltic States tax alternative tobacco and smoke-free products, but rates and tax units
differ. It is recommended to adopt an international classification for alternative tobacco and smoke-free
products at the EU level due to their rapid consumption increase and current lack of harmonisation.

Key words: Excise duty, alternative tobacco, smoke-free products, harmonisation, tax control, tax evasion,
European Union.
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is still one of the causes of severe illness and premature death.
Globally, according to the WHO, smoking kills about 8 million
people a year, including about 1.3 million passive smokers who do
not smoke themselves. According to Eurostat survey data, in 2019,
18.4% of the European Union population smoked every day, while
Latvia was among the three EU countries with the highest number
of daily smokers (consuming more than 20 cigarettes a day in 2019)
with an indicator of 22.1% of smokers from the total population
(Eurostat, 2019).

Both local governments and the wider world are discussing how
to reduce the number of smokers. In 2003, the Member States of the
World Health Organization adopted the Framework Convention on
Tobacco Control (FCTC), and 182 countries worldwide have joined
it. This Convention aims to reduce the number of smokers and to
protect younger and future generations from tobacco consumption
and the consequences thereof. As is well known, one of the standard
ways to reduce tobacco use is to include it in the list of goods subject
to excise duty since one of the purposes of excise duty is to reduce
the consumption of goods that are not essential products and harm
human health.

Another additional option is to wean people off standard nicotine
intake through traditional cigarette smoking — replacing them with

62

Customs Scientific Journal, Ne 1, 2024



less harmful alternatives. Although studies currently carried out on the consumption of alternative tobacco
products show that they are less harmful, it should be understood that alternative tobacco and nicotine
products have been in circulation for too short a period to judge their long-term effects. However, a good
example is Sweden, where alternative tobacco products have achieved the lowest number of smokers in
the EU, improving the overall population’s health (SMOKE FREE SWEDEN 2023, 2023).

The object of the researc is alternative tobacco and smoke-free products.

The subject of research is excise duty on alternative tobacco and smoke-free products.

The research aims to assess the need to harmonise substitutes for traditional tobacco products by
introducing a uniform system at the European Union level governing the control and taxation of these
products.

Tasks:

1. Describe the classification of alternative tobacco and smoke-free products.

2. To analyse the application of excise duty on alternative and smoke-free tobacco products in the
Baltic States.

3. Analyse the experience of other countries in the regulations of alternative tobacco and smoke-free
products.

4. Explore and conclude on available information on the need to harmonise alternative tobacco products
and smoke-free products.

The following research methods were used: monographic or descriptive method, collection and
grouping of information, method of analysing information and data processing.

Sources such as unique literature, European Union legislation, national tax laws and regulations,
international research, and other information were used to develop the study paper.

1. Classification of alternative tobacco and smoke-free products

Today, new tobacco and smoke-free products, or nicotine products, have appeared on the market, which
are consumed by smokers mainly to replace traditional tobacco products such as cigarettes. Compared to
traditional tobacco, the classification and types of novel or alternative tobacco and smoke-free products
may be completely unknown and may vary from one source to another. In general, international alternative
products are generally defined as smokeless products and are divided into the following categories —
electronic smoking products, heated tobacco products, nicotine pads and other alternative products.

Electronic smoking products, or they are also called e-cigarettes or vapes, are mechanical, single-use
or multi-use devices that may contain nicotine, flavourings and other substances. With the help of an
electronic device, the liquid is heated to evaporation, which allows to inhale nicotine in an aerosol or
steam, and not in the form of smoke. Figure 1. shows the most common types of e-cigarettes, which are
mini electronic cigarettes, vape-pen, tank system or mods, pot, disposable e-cigarette.

Figure 1. Types of electronic smoking devices (Slim1bu profilakses un kontroles centrs, 2024)

E-cigarettes are one of the intelligent ways a smoker can quit smoking their usual tobacco cigarettes
if it fails with other methods. In this case, the habit of the smoker remains the need to hold something in
his hands and inhale it into the lungs. E-liquids have different strengths of nicotine, so the smoker can
control how much nicotine it needs by gradually reducing the dose of nicotine until the body gets used
to a nicotine-free lifestyle. The information collected by the UK’s Royal College of Physicians and the
Office for Health Improvement and Disparities assessed that steaming used in e-cigarettes is at least 95%
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less harmful than traditional smoking (Mendelsohn et al., 2023). However, this does not exclude the fact
that nicotine consumption and substances inhaled with steam are not harmful to health; therefore, in many
countries, including Latvia, liquids used in e-cigarettes are included among the objects of excise duty,
with the aim that they are not essential goods and reduce their availability.

Another type of alternative product is heated tobacco products. The heating device heats the tobacco
to a temperature until droplets containing nicotine begin to be released, and the smoker inhales the spray
into the lungs. For the appearance of the tobacco heating device, see Figure 2.

Figure 2. Tobacco heating devices (Slimibu profilakses un kontroles centrs, 2024)

The circulation of heated tobacco products has changed since 23 October 2023, with the amendment
of the Commission Delegated Directive, as each Member State of the European Union had to incorporate
into its national law provisions prohibiting the circulation of tobacco products with a characterising
flavour and tobacco products, any components of which, such as filters, papers, packaging, capsules,
contain flavourings or any technical elements, which could alter the smell or taste of the tobacco products
concerned or the intensity of their smoke.

The group of alternative products that are singled out separately are nicotine pads, which are tobacco-
free bags that the user places under the upper lip and the nicotine is absorbed through the mucous membrane
until it enters the human blood. Nicotine pads are very similar to the tobacco pads banned in the European
Union, also called snus.

Separately, alternative products are distinguished for the beavers, which can be used through the nose,
sniffing, chewing, or consumed orally.

However, this classification of alternative products that prevail in the international
environment differs from international regulations and national laws regarding excise duty and
tobacco product control. Only heated tobacco products and e-cigarettes with nicotine correspond
to the international classification to some extent; heated tobacco products are included among
traditional tobacco products, while other alternative tobacco products are distinguished separately
under substitute products. As for e-cigarettes, they are not classified in excise duty, but only the
liquid used and the ingredients for their preparation.

Looking at and comparing the normative and international classifications, one can find differences that
cause contradictions without creating a unified approach to product classification.

2. Excise duty in the Baltic States

Excise duty is a specific consumption tax that is applied to certain groups of consumer goods that are
produced or imported into the country. The primary purpose of excise duty is to reduce the availability and
purchase of goods that have a harmful effect on human health or endanger the ecological state of nature
and the possibility of purchasing for the most deprived part of society. The other goal is fiscal revenue,
from goods that are not essential goods and can generate additional revenue in the state budget.

One of the objects of excise duty are cigars and cigarillos, cigarettes, smoking tobacco, fine cut tobacco,
other smoking tobacco, tobacco leaves, as well as heated tobacco products, which is considered one of
the alternative tobacco products. The tobacco products are harmonised in the EU, which means that all
Member States must comply with uniform rules for the handling of these products.

On the other hand, there are certain products that countries can choose to impose additional tax on
themselves in order to reduce their consumption.
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Latvia is also one of the Member States that has chosen to apply taxes on alternative tobacco and
smoke-free products, which are currently also national products for excise purposes. The following
alternative products are considered as an object of taxation in the Latvian Excise Tax Law: heated tobacco
products, liquids used in electronic cigarettes and ingredients for their preparation, and other tobacco
substitute products, the purpose of use of which is similar to tobacco and smoke-free products or liquids
used in e-cigarettes.

For heated tobacco products excise duty is calculated on a certain weight, in 2023 the tax rate is
218.00 euros per 1 000 grams of heated tobacco. For liquids used in e-cigarettes and their preparation
ingredients, excise duty is calculated by volume. In 2023, the tax rate is €0.20 per 1 milliliter of liquid.
For other tobacco substitute products, the rate of excise duty is EUR 120 per 1000 grams of product (On
Excise Duties, 2003).

In Lithuania, the following alternative products are the objects of excise duty — heated tobacco products
and liquids used for e-cigarettes. The excise duty rates in 2023, respectively, for heated tobacco are EUR
60,20 per 1000 units of heated tobacco product (Ministry of Finance Lithuania, 2024). The tax rate for
e-cigarette liquids in Lithuania is EUR 0.19 per 1 ml of liquid, which, compared to the Latvian tax rate,
amounts to a difference of only one euro cent, which is assessed as a positive indicator, since there is no
sharp difference in tax. In Lithuania, compared to Latvia, no other alternative products are determined as
objects of excise duty. In Lithuania, as previously mentioned, the amount of excise duty on heated tobacco
is applied per 1000 units while in Latvia the amount of excise duty is applied per 1000 g of product, which
clearly reflects the fact that alternative products are national goods and the application of the tax is a free
choice of each country and there is no single approach.

In Estonia alternative products subject to excise duty are classified into three groups, namely
liquids used in electronic cigarettes, solid-state tobacco substitutes and other alternative tobacco
products. The excise duty rate in Estonia on liquids used in e-cigarettes in 2023 is the same as
in Latvia, which is EUR 0.20 per 1 milliliter of liquid, it should be taken into account that until
31 January 2022 liquids used in e-cigarettes were exempt from excise duty. Heated tobacco products
are classified under solid tobacco substitutes, where the tax rate is calculated per kilogram of
tobacco substitute and is EUR 107.00. Here we can see the difference in the case of heated tobacco
products between Latvia. Taking into account the above, the difference in the amount of the rate is
101.00 euros, given that Latvia and Estonia are neighboring countries, the large tax difference may
create a risk of an illegal market.

3. Analysis of legal and illegal market data

The use of alternative products continues to grow globally, despite uncertainties about their long-term
health effects and their effectiveness in quitting tobacco smoking. However, there are countries where
alternative products are banned or are counted as life-threatening products, such as e-cigarettes (Campus
et al., 2021). On the other hand, in the EU market alternative products are available, therefore, stricter
control is required, within the framework of which the number of products released for consumption
would be registered, the import of products from other countries would be controlled and the payment of
the tax would be paid.

Currently, in public places that there is a fairly large number of users of alternative products, which
indicates that the products have gained great popularity. There is also a sharp increase in other substitute
products, such as nicotine pads.

If the regulatory framework is not harmonised in the near future and an additional mechanism is
introduced to control alternative products, especially e-cigarettes, then the trends of the current illegal
e-cigarette market will also increase along with the legal market.

Moreover, Latvia various additional restrictions that apply to e-cigarettes, such as a ban on flavours.
And given that the ban on flavours is not be harmonised in all Member States of the European Union, this
will create an additional risk of an illegal market, since there are no restrictions on flavours in neighbouring
countries, which means that illegal trade in products is predictable.

For other alternative tobacco products, a large proportion of the grey economy has not been identified.
For example, in the case of heated tobacco products, the indicators of the gray economy are vague and
volatile. Accordingly, over the past three years, the largest volume of heated tobacco products withdrawn
from the illicit trade in Latvia is in 2021, when 47 kilograms of the alternative product were removed.
However, in 2022, only 7 kilograms of heated tobacco were removed from the illegal circulation. In
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Latvia, in 2021, 14,493 pieces of e-cigarettes were withdrawn from the market, while in 2022, 94,239
pieces were removed, which is 6.5 times the volume (Smite-Roke, 2024).

The trend of the illegal market for heated tobacco is unclear, but in view of the ban on the addition of
flavourings to the product adopted on 23 October 2023, it is likely that nationally unauthorised products
will be imported, which would require border control services to pay increased attention to consignments
from third countries.

The information on the volume of movements of alternative tobacco products and the excise duty
collected is not published publicly in Estonia, nor do they compile the volume of the illegal market on
alternative products, respectively, but they have recorded data on the quantity and volume of withdrawn
goods.

The volume of alternative tobacco products released for consumption in Estonia has increased:
heated tobacco products 15.7 thousand. kg in 2023 (10 months), nicotine pads 71.4 thousand kg in 2023
(10 months), but given that liquids used in e-cigarettes were subject to excise duty after 31 January 2022,
there is currently no reliable data to compare and assess the increase or decrease in demand for changes
in the product, as the data were not previously compiled.

Comparing the last two years, excise tax revenues have increased for heated tobacco products and
nicotine pads in Estonia, particuarlly 1.7 million EUR from heated tobacco products in 2023, 7.6 million
EUR just from nicotine pads (2023, 10 months) and 5.8 million EUR from e-cigarettes (Smite-Roke,
2024).

Although the amount of excise revenue from alternative products is quite large, it is not possible to do
without the grey economy in this sector in Estonia. In 2022, 380 liters of liquids used in e-cigarettes were
withdrawn from circulation, but in the first 6 months of 2023, the volume of liquid used in e-cigarettes
was already 466 liters.

With regard to the circulation of alternative products in Lithuania, data were obtained only on the
volume of goods released for consumption of heated tobacco products, according to which it can be
concluded that the circulation of heated tobacco products in Lithuania is growing rapidly and in the first
half of 2022 the number of heated tobacco sticks released for consumption increased by 43.8% compared
to the previous year. Since other alternative products, with the exception of e-cigarettes and heated tobacco
products, are not subject to excise duty, there is no control over their sales volumes in Lithuania.

4. Possibilities for harmonising excise duty to ensure collection

The evaluated data on the trends of alternative products released for consumption show that these
products are in demand. At the European Union level, traditional tobacco products are one of the harmonised
products. A typical tax approach for tobacco products is laid down in Council Directive 2011/64/EU on
the structure and excise duty rates applied to manufactured tobacco (Tobacco Tax Directive). The main
objective of this Directive is to lay down the principles by which the application of excise duties in the
Member States should be harmonised, and the following tobacco products are covered by the Directive:
cigarettes, cigars and cigarillos, smoking tobacco, fine-cut tobacco (intended for the rolling of cigarettes,
other smoking tobacco).

In 2020, the European Commission’s task force’s assessment of the EU Tobacco Tax Directive was
published. The evaluation finds that the following alternative products — tobacco pads, heated tobacco
products and liquids used in electronic cigarettes, which are national objects of excise duty in many
Member States — are not covered by the Directive. One of the topics covered in the evaluation is the
inclusion of novel tobacco and smoke-free products in the Tobacco Tax Directive. According to the
European Commission’s assessment, alternative products were not identified in the Directive because
they had just entered the market when it was drawn up or arose after the 2011 Directive was created
(EUROPEAN COMMISSION, 2020).

The existing Tobacco Tax Directive contains rules to be applied to the amount of duty more directly
than the minimum calculation of excise duty. In calculating the tax, cigarettes and other tobacco products
are distinguished separately. The minimum rate of excise duty on cigarettes is formed from:

—  Ad valorem (duty calculated on the basis of the value of the product), an ad valorem excise duty
calculated on the basis of the maximum retail selling price, including customs duty;

—  The specific amounts of excise duty calculated per unit of the product (Council Directive 2011/64/
EU of 21 June 2011 on the Structure and Rates of Excise Duty Applied to Manufactured Tobacco
(Codification), 2011).
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Both the ad valorem and the specific rate of excise duty applied are the same for all cigarettes. From
which it follows that the amount of excise duty will depend, on the retail price of the cigarettes in question,
in each country and on the size of the volume of cigarette units.

For other tobacco products, Member States may choose to apply an ad valorem or a specific component
of excise duty which differs for each tobacco product, such as finely chopped smoking tobacco, 50 % of
the retail selling price or EUR 60 per kilogram of the product, etc.

The standard approach to be followed by Member States creates the same principles for calculating the
tax, which makes tax controls easier and a level playing field for entrepreneurs. For alternative tobacco
products, considering that countries can choose the procedure for calculating the tax, both the amount of
the tax rate and the unit to which the tax is applied are chosen. Comparing only the Baltic States with each
other already leads to differences in the application of the tax. In the case of heated tobacco products, the
duty shall be calculated both per kilogram and as individual pieces (sticks) of heated tobacco products. In
addition, the difference immediately arises in the tax rate amount and can give a misleading impression of
the rate amount. A more similar approach between countries is being developed for e-cigarettes; here, the
rate for a specific volume of liquid used in e-cigarettes is calculated. The most significant difference lies
precisely in the other alternative products; first of all, each country defines these products differently or
combines all under one category, which is «other alternative products» In addition, it was found that these
products are not subject to excise duty in Lithuania, but in Latvia and Estonia these products are objects
of excise duty. A harmonised tax would introduce an additional uniform definition of who the Member
States would stick to and which products would be taxed. The different application of the definition and
rates creates difficulties both for the collection of data on market trends and for international economic
operators operating in different countries, creating a potentially greater risk that the complexity of the
regulatory framework creates an additional administrative burden, encouraging the focus on illegal sales
of products on the market.

Each Member State can fight tax evasion on alternative products only within its national framework.
Economic operators can take advantage of a regulatory loophole, or ‘gap’, and import alternative products
into countries where there is no excise duty on alternative products and sell them on the illegal market,
i.e., in countries where these products are subject to excise duty. Therefore, there is a need to introduce
alternative and smoke-free tobacco products into the Tobacco Tax Directive by establishing a common
framework for taxation.

5. Application of track and trace requirements to tobacco products to improve control measures

At the moment, there is no separate control mechanism for alternative tobacco and smoke-free products
that would help to combat the illegal market and ensure fair competition. The control mechanism, or
traceability system, is applied only to traditional tobacco products.

The traceability system for tobacco products (Track&Trace) was introduced in all Member States of
the European Union on 20 May 2019. At the European Union level, the traceability system for tobacco
products is governed by Commission Implementing Regulation (EU) 2018/574 on technical standards for
the establishment and operation of a system of tobacco products.

The main essence of the traceability system is the assignment of identification codes through which the
movement of goods can be traced both within national borders and throughout the European Union as a
whole (State Revenue Service, 2022).

The Track&Trace system as a whole has the following benefits:

1. Traceability can reduce the likelihood of human error directly in the movement of existing stocks
and goods within the company and for the needs of state institutions.

2. The traceability system reduces the entry of illegal products onto the market.

3. Consumers buying a product with an identification code creates confidence in its origin.

4. The possibility of traceability makes it possible to accumulate data on the movement of products
and the demand for products in the country.

5. The national tax administrations can analyze existing data and plan labour resources in areas
requiring stricter inspection and control of relevant products.

The Track&Trace system would also require the addition of novel tobacco and tobacco-free products.
Given that there currently needs to be a uniform approach among EU Member States to alternative
tobacco products, there is a high risk of poor-quality and possibly even life-threatening products reaching
consumers. In addition, creating a risk of market distortion and illegal circulation because it is not possible
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to control the path of the product to the final consumer and payment of excise duty if such is specified in
regulatory enactments in the relevant territory where the product is sold.

Conclusions

1. The classification of novel alternative tobacco and smoke-free products varies. However, at the
international level, it includes electronic smoking products, heated tobacco products, nicotine pads and
other alternative products, regardless of specific categories.

2. The application of excise duty has several objectives; the primary objective is to reduce the
consumption of goods that are harmful to health, and the second objective is to generate additional revenue
for the state budget.

3. Excisable goods are divided into harmonised and national excise goods in the European Union;
harmonised goods are, for example, traditional tobacco products, while national goods are, for example,
alternative tobacco and smoke-free products.

4. Alternative tobacco and smoke-free products are objects of excise duty in all three Baltic States,
Latvia, Lithuania and Estonia. However, when compared, the rates of excise duty and the type of units for
which tax rates are applied differ from country to country.

5. The consumption of alternative tobacco and smoke-free products has proliferated. Thus,
the volume of the illegal market has also proliferated, especially for e-cigarettes, because in
2022, the volume of e-cigarettes withdrawn in Latvia has increased by 6.5 times compared to the
previous year.

6. The Estonian tax authority collects information on the movement of alternative tobacco and
smoke-free products and the excise duty collected from them. However, this information is private, while
the information compiled by the Lithuanian tax authority is publicly available. However, it only reflects
data on the circulation of some alternative products.

7. Atpresent, excise duties on alternative tobacco and smoke-free products have yet to be harmonised
in the Member States of the European Union, but the European Commission has assessed the existing
Tobacco Taxation Directive and made a proposal to introduce alternative products into it.

8.  The circulation of cigarettes is controlled using the Traceability System Trak&Trace) by assigning
identification codes through which a product can be traced from production to the point of retail sale;
alternative tobacco and smoke-free products are currently not subject to such a system.

According to the conclusions, there are the following proposals:

1. Introduce a single classification of alternative tobacco and smoke-free products, sticking to the
international classification established at the European Union level and introduced by each country into
its national legislation.

2. It is strongly recommended that the taxation of alternative tobacco and smoke-free products
be harmonised at the European Union level, taking into account the fact that the consumption of these
products is proliferating, and the taxation needs to be harmonised in the single market.

3. Increasing the rates of excise duty on alternative tobacco and smoke-free products is necessary to
do so in a proportionate manner and, in addition, to provide control mechanisms capable of identifying
and controlling the illegal market.

4. Introduce a Trak&Trace control mechanism for alternative tobacco and smoke-free products that
will help both tax collection and control of the illegal market and reduce the risk of life products reaching
consumers.
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Hessadicarouu na 3ycuiis cycniibCmad 000 300p06020 CHOCOOY JACUMIMSL, KYPIHHA 3ATUUAEMbC OCHOBHOIO NPUYUHOIO
3aX60pI06aHL | hepeduachoi cmepmi. Lle 00CTiONCEHHS CnpaMOBaHe HA AHAMI3 KAACUpikayii arbmepHamusHux
MIOMIOHOBUX [ Oe30UMHUX 8UPODI6 T BNIUGY AKYUHO20 300pY HA IXHIU PUHOK, 30Kpema 8 kpainax Bavmii. Memoou
nepeddayaioms NOPIGHAHHS HOPMAMUSHOT MA MIJICHAPOOHOT KAaCUpiKayill, USYeHHs CTNABOK AKYU3HO20 300py Mma
AHATI3 PUHKOBUX OGHUX U000 1e2AIbHO20 A Hele2albHo2o 00icy yiei npodykyii. Pesynemamu ciduams npo suaune
3DOCIMAHHS CROJCUBAHHS AINEPHAMUBHO0 TMIOMIOHY MA DE30UMHUX 8UPODIB, HE3BANCAIOYU HA BUULT AKYU3U, U0
C8I0UUMb NPO me, Wo cnodcusayi 2omosi naamumu oitsue. Q20 Maxotc NIOKPeCae HeOOXIOHICHb Y3200CeHUX
npasun 01 egheKmugHo20 KOHMPONO HAO PUHKOM 1 3an00ieants 3pOCMAHHIO HEle2aIbHO20 PUHKY, 0COOIUBO 0
eNeKMPOHHUX cuzapem.

Bucnosku: Knacugixayis miscnapooHoi mopeieni 6Kuouae sk KypuibHi momioHosI 6upodu, mak i 6inbHi 6i0 Oumy,
OOHAK HOPMAMUGHT aKMU W0OO AKYUZHO20 NOOAMKY A KOHMPOIIO HAO MIOMIOHOM He Malomb maxoi kiacugixayi,
OCKINbKU MIJCHAPOOHT MA HAYIOHAbHI NPAGULA € 3ACMADIUMYU MA He Maiomb AIbMEPHAMUSHOL Kiacugikayii
MIOMIOHY MA GINbHUX 810 QUMY 8Up00i8. [ apMOHI306aHI MOBAPU GKIIOUAIOMb MPAOUYILIHI MIOMIOHOST 8UPOOU, dlie He
BKIIOUAIONT ANLIMEPHAMUGHT MIOMIOH08] Ma Oe30UMHI BUPOOU, W0 NPU3E00UMb 00 HEDANCAHUX HACTIOKIE — SHAUHUX
GIOMIHHOCMEI Y CMABKAX MA MPAHCKOPOOHHIT MOP2IGAl, @ MAKodc HeOOXIOHOCHI €0UHO20 KOHMPOIIO Ma 00MIHY
iHghopmayicto wooo pyxy mosapis. Ha €Ounomy purky. Yci mpu kpainu barmii onodamkosylons arbmepHamusHuil
MIOMIOH | 0e30UMHY IPOOYKYilo, ane cmagku ma 0OuHuYi nooamxy iopisusiomucs. Pexomendyemvcsa nputinamu
MIICHAPOOHY KIacugikayito aibmepHamusHux miomioHoeux ma ode30umnux eupooie na pieni €C uepes wisuoke
3DOCMAHHSL IX CROJICUBAHHSL A NOMOYHY GIOCYMHICIb 2APMOHI3AYIL.

Kurouosi ciioBa: akuusHuil 30ip, anbTepHaTHBHI TIOTIOHOBI BUPOOH, MPOAYKTH 0€3 TIOTIOHOBOTO UMY,
rapMOHIi3allis, MOAATKOBUI KOHTPOJIb, YXUJICHHS Bijl CIJIaTH NOJATKiB, €Bponeicbkuii Coro3.
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THE ROLE OF ADMINISTRATIVE LAW MEASURES
IN ENSURING SCIENTIFIC ACTIVITY IN THE CUSTOMS

The article is dedicated to the study of the instrumental support of state regulation of science in the field of
customs-legal relations, particularly in the proper application of administrative legal measures. It proposes

and substantiates the thesis about the possibility of using administrative legal measures to regulate social
relations related to conducting scientific activities, creating conditions for increasing the efficiency of
scientific research, and utilizing their results to ensure the development of all spheres of social life, as well as
to support scientific activities as a type of labor activity. It seems appropriate to improve administrative legal
measures in scientific activities related to customs by: 1) adopting the Regulation on the Scientific Council of
the State Customs Service of Ukraine,; 2) approving priority areas of scientific activity in the customs field;

3) forming normative-institutional foundations for the separation of the Customs Affairs Academy.

The research methodology is determined by the defined goal and set tasks and includes various methods of
scientific cognition, approaches, and actions aimed at obtaining new scientific results during the study of
the issue of determining the administrative-legal nature of the licensing procedure for educational activities.

During the research, general and special methods of scientific cognition were applied, including the method
of systemic analysis, the dialectical method, formal-logical methods, structural-functional and comparative-
legal methods, as well as a number of empirical methods. These ultimately made it possible to determine
the significance of administrative-legal measures in the regulation of scientific activities, with a focus on the
customs-legal sphere of scientific cognition.

The features of administrative legal measures, mediated by their sectoral affiliation in the field of scientific
activity, are highlighted: a) the institutional criterion, emphasizing the status of the majority of subjects
regulating the field of scientific activity as entities endowed with certain authoritative and regulatory powers;

b) the functional criterion, indicating the predominant application of the dispositive method of influence and
the corresponding encouraging administrative-legal measures aimed at the development of science in general
and the support of the qualitative and competitive state of scientific activity; c) the structural criterion, which
underlies the definition of the place of administrative-legal measures in the regulation of scientific activity.

Key words: state regulation, structuring/organizing, scientific activity, customs affairs, encouragement,
stimulation.
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Introduction. The impact of law on social relations is externally
expressed in the behavior of the participants in these relations. Legal
measures are an integral part of the mechanism of legal influence,
serving as a tool for achieving set goals. Administrative law is
characterized by specific legal measures that reflect the peculiarities
of the subject and method of sectoral legal regulation. Notably, at
the current stage, administrative law has been transformed both
qualitatively and quantitatively. Therefore, administrative legal
measures have also undergone corresponding changes.

There is a need to argue the provisions regarding the specificity
of the application of administrative legal measures both in separate
subfields of administrative law (e.g., service law, delict law, municipal
law, etc.) and in the areas of administrative legal relations (e.g.,
administrative relations concerning the provision of administrative
services, administrative services related to the consideration of
citizens’ appeals, administrative legal relations concerning bringing
individuals to administrative responsibility, etc.), as well as in the
presence of a special object of legal influence (e.g., in the field of
healthcare, education, customs affairs, scientific activities, and so on).
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The relevance of updating any legal phenomena, including the essence of the impact of administrative
legal measures, is further conditioned by the need to align the current state of legal regulation with
international standards and European Union norms. Given the above, it is relevant to study the role of
administrative legal measures in regulating the field of legal science in general, and scientific activities
aimed at the development of customs affairs in particular.

Literature review. At the doctrinal level, the issue of determining the order and specifics of applying
administrative legal measures to regulate scientific activities has not been studied either in a direct context
or regarding the legal branches of science. Moreover, their specification concerning the customs field has
also not been conducted. This is primarily due to the fact that, at present: a) the content of the category
“administrative legal measures” has been expanded; b) a concept of state influence on the regulation of
scientific activity has been formed; c) the spheres of conducting scientific research related to customs
affairs and the updating of customs officers’ education have been actualized.

The works that served as the foundation for this research can be grouped as follows:

1) those concerning the definition of administrative legal measures;

2) those aimed at determining the specifics of regulating social relations in the field of scientific
activity;

3) those focused on the specifics of the scientific component of customs affairs. Let’s pay attention
to some of them.

Regarding the interpretation of administrative legal measures, the approach to their interpretation
as a type of legal measures aimed qualitatively at ensuring the legal regulation of a particular sphere
of social relations and achieving the goal of managerial-regulatory influence by public administration
entities, which are externally expressed in a set of formally defined actions, is taken as a basis (Kivalov,
2024). This approach is consistent with existing definitions in science, regardless of their narrow scope,
when administrative legal measures are identified exclusively with the reaction of public administration
entities to negative behavior affecting the established legal order (Galinska, 2014: 54; Holosnichenko,
2005), or a broad scope, when administrative legal measures are associated with the activities of public
administration entities regardless of the conditions of their application (Akerstrom Andersen, 2000;
Kozachenko, Musychenko, Vasilyaka, Chornozub, 2022; Smith, 2023). Furthermore, the specification of
the application of administrative legal measures to a particular sphere of social relations or a specific object
of influence does not alter the proposed definition. This is confirmed by conclusions drawn regarding
the application of administrative legal measures to solve specific tasks. For example, to ensure control
over the execution of jurisdictional decisions (Huisma, Koemans, 2008), to preserve cultural heritage
(Administrative Measures for the Protection of World Cultural Heritage, 2016), to define policies and
management regimes (Carelli, Peters, 2024), etc.

The species affiliation of administrative legal measures is scientifically substantiated through
their classification as a type of legal measures (Dzera, 2001: 31; Pidlubna, 2010: 59). In turn, the
identification of administrative-legal measures applied to regulate scientific activity is possible due
to their inherent characteristic of subject-specific specification—application within a certain type of
legal relations that are influenced by public administration entities in the course of their authoritative
and regulatory activities. In this case, the legal relations arise in the field of scientific activity. Overall,
the regulatory impact on relations concerning science and scientific activity is inseparably connected
but distinct: the concept of “scientific activity” a priori reflects the procedural aspect since it is a
type of activity; the content of state regulation in the field of science should concern the choice of
substantive content of scientific research, the priorities of scientific inquiry, and compliance with
globalization requirements. In contrast, in the field of scientific activity, it should ensure proper
regulation and create conditions for intellectual creative activity aimed at acquiring new knowledge
and/or finding ways to apply it (Bilous-Osin, Savchuk, 2022).

The application of administrative legal measures is possible when a certain type and form of regulation
(externally expressed in public administration) concerning a specific object—scientific activity—is
realized. This aligns with the thesis that the object of public administration can be social relations, which
can be regulated according to legislative norms using specifically defined forms, instruments, methods, and
procedures to ensure the public interest (Bilous-Osin, 2021). Thus, it is about the possibility of applying
administrative legal measures to regulate social relations related to conducting scientific activities,
creating conditions for improving the efficiency of scientific research, and using their results to ensure
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the development of all spheres of social life. It is also about ensuring scientific activity as a type of labor
activity (e.g., ensuring the status of scientific activity subjects).

Doctrinal developments concerning the advancement of customs-legal science and scientific activity
have mostly addressed issues related to the development of individual elements of customs affairs. In
this context, we draw attention to the conclusions of L. Ryabovol (2020: 61) regarding the inclusion
of specialized educational institutions and research institutions of customs authorities as subjects
ensuring customs security. These institutions can be established for the purpose of training, retraining,
and enhancing the qualifications of customs specialists and conducting scientific research in the field of
ensuring Ukraine’s customs interests.

As for the scientific support of customs affairs, it should be noted that as early as 2011, a concept of
customs-legal science, or the “Concept of Five Towers,” was proposed. Its aim was to improve the activities
of the State Customs Service of Ukraine/Ministry of Revenues of Ukraine by defining the conceptual
foundations for forming an effective and efficient mechanism of scientific support for state administration
in the tax and customs sphere. This would be achieved through conducting scientific research dedicated
to the development of international trade, implementing best practices in customs regulation, developing
partnerships with citizens and businesses, fostering a system of continuous education and qualification
improvement, increasing the contribution of science to state development, and enhancing the scientific
and technical level of the State Research Institute of Customs Affairs in terms of its scientific and technical
potential and its influence on the formation of scientific and technical policies (Nagorichna, 2014: 221).

Thus, existing research by scholars allows for the formation of a vision of administrative legal measures
that are applied to regulate scientific activities, including those related to customs affairs.

Administrative Legal Measures as a Tool for Regulating Scientific Activity. The indication that
administrative legal measures are a type of legal measures points to the fact that these measures are formally
defined, and the conditions and mechanisms of their application are clearly established by legislation. This
position aligns with constitutional provisions regarding the obligation of subjects of public administration
to strictly adhere to Ukrainian legislation when carrying out any actions or refraining from them, acting
exclusively within the principle of “everything is prohibited except what is directly permitted by law.”
Thus, the Constitution of Ukraine stipulates that: “the bodies of legislative, executive, and judicial power
exercise their powers within the limits established by this Constitution and in accordance with the laws
of Ukraine” (Art. 6); “the bodies of state power and bodies of local self-government, their officials are
obliged to act only on the basis, within the powers and in the manner prescribed by the Constitution and
laws of Ukraine” (Art. 19) (Constitution of Ukraine, 1996). Therefore, the application of administrative
legal measures that are not provided for by legislation is impossible. This principle extends to public
administration or as defined at the normative level for state regulation in the field of scientific activity.

The specific features of administrative legal measures, mediated by their sectoral affiliation in the field
of scientific activity, relate to: a) the scope of application by subjects designated in administrative law
as “subjects of public administration” (institutional criterion). These include: the Cabinet of Ministers
of Ukraine, the Ministry of Education and Science of Ukraine, and the bodies attached to it such as the
National Council of Ukraine on Science and Technology and the Identification Committee on Science,
research institutions, the scientific council of a scientific institution, state key laboratories, the National
Academy of Sciences of Ukraine as the highest scientific self-governing organization of Ukraine, and
the National Research Fund (On Scientific and Scientific-Technical Activity, 2015). In other words, the
majority of subjects regulating the sphere of scientific activity are entities endowed with specific governing
powers.

b) Reflecting established methods of administrative-legal influence (functional criterion). In this
case, the primary method should be the discretionary method of influence, which forms the basis for the
application of incentive administrative-legal measures aimed at the development of science as a whole
and supporting the quality and competitive state of scientific activity.

¢) Recognition as an element of public administration (structural criterion). It is noteworthy that specific
methods and forms of influence, as revealed in particular administrative-legal measures, are applied to
regulate the field of scientific activity. Initially, recognizing possible means of influence as administrative-
legal measures raises doubts due to the lack of a clear indication of their legal nature in legislative acts.
However, analyzing each specific measure, such as the provision of grant support for scientific activity,
establishment of budgetary financing for scientific activity, application of administrative-economic
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sanctions in case of non-compliance with licensing requirements for conducting scientific activity,
demonstrates that the legal nature of these measures is administrative.

Let’s analyze them separately. The institutional criterion for distinguishing administrative legal
measures means that these formally defined legal measures can only be applied by subjects of public
administration. The term “subjects of public administration” is used in administrative law to denote
various authorities endowed with managerial functions.

Regarding the application of administrative legal measures, this has an impact on their functional
purpose. Thus, administrative legal measures are applied by subjects of public administration to properly
ensure scientific activity.

The functional criterion for distinguishing administrative legal measures means that these measures
can only be applied through a set of norms fixed by administrative law, methods, and means of influencing
social relations that ensure the most appropriate and sufficient conditions for conducting high-quality
public administration in the field of scientific activity.

Thus, the specificity of administrative legal measures lies in the method of legal influence on social
relations and the means of legal influence applied, ensuring the most appropriate and sufficient conditions
for conducting high-quality public administration in the field of scientific activity. At present, there is an
update in the methodological approaches to the functioning of subjects of public administration regardless
of the sphere of their activity. This is associated with a broader application of the concept focusing on the
human element. It is also important to note that methodological principles of applying administrative legal
measures are not overlooked. The transformation has encompassed such key aspects:

1. The general legal status of subjects of administrative law;

2. Grounds for the emergence, alteration, and termination of administrative legal relations;

3. Method of forming the content of rights and obligations of subjects of administrative law;

4. Legal measures of influence (General Administrative Law of Ukraine, 2023).

The substantive criterion for identifying administrative legal measures applied to regulate scientific
activity signifies that these measures can be applied within the framework of societal administrative legal
relations that arise, change, and terminate during the exercise of managerial activities by subjects of
public administration.

This pertains to an independent type of state activity characterized by organizational, executive-
administrative, and sub-legislative aspects, especially among a specific group of state bodies (officials) in
the practical implementation of tasks and functions of the state in managing economic, socio-cultural, and
administrative-political spheres to ensure public interests (Yakovlev, 2016).

The subject area of applying administrative legal measures is implemented:

1) outside the realm of legislation and judiciary, having an executive-administrative sub-legislative
nature;

2) through a set of granted powers;

3) through managerial influence on the sphere of scientific activity;

4) on a systematic basis (manifested in the continuity and stability of activities of subjects of public
administration), etc.

In conclusion, administrative legal measures constitute an independent group of legal measures that
have specific features in the field of scientific activity. To substantiate this thesis, attention is drawn to
specific administrative legal measures that exert influence on participants in legal relations in the sphere
of scientific activity. An example could be the provision of grant support for scientific activity. This
administrative legal measure is implemented by a state budget institution - the National Research Fund
of Ukraine (a subject endowed by the state with specific executive-administrative powers) to achieve
public interest. It aims to stimulate fundamental and applied scientific research, develop the national
research space and integrate it into the global research space, build research infrastructure in Ukraine and
integrate it into the global research infrastructure, promote scientific and technical cooperation between
research institutions, higher education institutions, and representatives of the real sector of the economy
and service sector (Regulations on the National Research Fund, 2018).

Furthermore, the administrative legal support for grant funding is made possible through the application
of influence instruments available within the Cabinet of Ministers of Ukraine. This includes the adoption
of respective subordinate regulatory acts concerning the provision of grant support for scientific activities.
For example:
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1. Establishment of the administrative procedure for conducting competitive selection and financing
of projects by the National Research Fund of Ukraine under grant support directions (Procedure for
competitive selection and financing of projects by the National Research Fund, 2019).

2. Definition of the administrative procedure for providing grant support for scientific activities
financed from the state budget funds (Approval of the Procedure for providing grant support for scientific
and scientific-technical activities from the state budget funds, 2019).

3. Definition of the administrative procedure for the state registration of international scientific and
technical programs and projects executed within international scientific and technical cooperation by
Ukrainian scientists, as well as grants provided under such cooperation (Procedure for registration of
international scientific and technical programs and projects executed within international scientific and
technical cooperation by Ukrainian scientists, as well as grants provided under such cooperation, 2017),
etc.

The role of the Ministry of Education and Science of Ukraine in implementing the administrative legal
measure of providing grant support for scientific activities includes:

1. Providing grant support for scientific activities on a free and non-repayable basis from budgetary
funds.

2. Conducting registration actions for international technical programs and projects within received
grants for scientific activities.

3. Issuing individual acts regarding the appointment of persons involved in providing grant support
for scientific activities.

4. Entering into administrative contracts with enterprises, institutions, and organizations within
the framework of providing grant support for scientific activities, and similar tasks (Regulations on the
Ministry of Education and Science of Ukraine, 2014).

Substantively, the administrative legal measure of grant support for scientific activities includes:
granting individual, collective, and institutional grants; ensuring funding in accordance with concluded
administrative contracts; and conducting scientific events. The basis for the application of any instruments
of public administration by the National Research Fund includes granting it the authority to: conduct
competitive selection of projects financed under grant support and determine the conditions for their
implementation; conclude contracts for the provision of grant support, including as a result of joint efforts
with foreign and/or international funds; establish permanent or temporary advisory, consultative, and
other auxiliary bodies, which may include members of the scientific and supervisory boards of the Fund
and external experts; and pay for the services of experts and members of competition commissions related
to the organization and conduct of competitive selection of projects, and so forth (Regulations on the
National Research Fund, 2018).

The distinctive stimulating administrative legal measure in the form of grant support for scientific
activities is implemented, among other methods, through the conclusion of administrative contracts
with winners of joint competitions for scientific projects conducted by the State Fund for Fundamental
Research together with foreign scientific societies, the results of which are approved by the Council of the
State Fund for Fundamental Research. The practical application of this supporting administrative legal
measure in the form of grant support for scientific activities demonstrates its positive effect on the normal
functioning of scientific activities.

The attainment of candidate status for EU membership by Ukraine on June 23, 2022, primarily serves
as a powerful political signal from EU member states recognizing Ukraine as part of the European family.
From the results of competitions from 2015 to 2020 in the “International (credit) mobility” direction (KA
107), 32 national agencies of Erasmus+ member countries supported 1,889 projects out of 2,522 submitted,
aimed at organizing international academic mobility in cooperation with 202 Ukrainian higher education
institutions and in partnership with universities of EU member states and other program countries. The
total amount of grants for mobility projects with Ukraine reached 54,327,000 euros. With the onset of
Russia’s full-scale invasion of Ukrainian territory, international aid to domestic science has significantly
increased. The launch of the European Commission’s portal “European Research Area for Ukraine”
(ERA4Ukraine) provided informational support to Ukrainian scientists regarding existing opportunities
at the European and national levels (Nazarchuk, Shchokin, Korniyenko, Dei Skliar, 2024: 3). Therefore,
the administrative legal measure in the form of grant support for scientific activities is an integral part of
organizing scientific activities as a whole.
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Similarly significant is the administrative legal measure in the form of budgetary funding for priority
areas of scientific research and scientific-technical (experimental) developments in higher education
institutions. The entities applying this measure include the Ministry of Education and Science of Ukraine
and higher education institutions, which, based on the results of state accreditation in one or several
scientific directions, are classified into qualification groups A and/or B (Procedure for the use of funds
provided in the state budget to support priority areas of scientific research and scientific-technical
(experimental) developments in higher education institutions, 2019).

The peculiarity of this measure is that it applies to certain types of higher education institutions that have
undergone state accreditation. The administrative procedure of accrediting higher education institutions
for conducting scientific activities is characterized by the following features:

1. Subject of accreditation: It aims to determine the effectiveness level of the scientific activities of
the research institution or higher education institution as a whole, and separately for specific scientific
directions.

2. Object of accreditation: It involves information about the results of the scientific activities of the
research institution or higher education institution.

3. Timing: Accreditation is conducted at least once every five years, but not later than three months
before the expiry of the validity period of the previous state accreditation, to conduct the next scheduled
state accreditation.

4. Expert assessment: The effectiveness of scientific activities is evaluated by an expert group formed
according to the relevant scientific, scientific-technical, or innovative direction, in accordance with the
established methodology (Some issues of state accreditation of research institutions, 2018).

5. Outcome: The Ministry of Education and Science of Ukraine approves an accreditation
assessment of the scientific activities of the research institution, which is formed from a classification
assessment (indicating the scientific and scientific-technical level of the research institution or higher
education institution based on its scientific potential and achievements in previous years) and an expert
assessment (indicating the target orientation, dynamics of development of its scientific and scientific-
technical potential, effectiveness of the institution’s work, level of scientific novelty and implementation
of results obtained by the research institution or higher education institution, their practical value for a
certain sphere of public life, enhancing national security, uniqueness of the research institution or higher
education institution, etc.).

6. Groups of accreditation: Based on the evaluation results, research institutions or higher education
institutions can be classified into four groups: Group A - those operating in the relevant scientific direction,
leaders whose research and development are conducted at the global level of science and technology and
have significant national and/or global importance; Group B - those working in the relevant scientific
direction, with lower scientific (scientific-technical) potential compared to Group A, but whose research
and development are conducted at a high professional level and are of significant importance for the
economy, other spheres of public life, and enhancing national security; Group V - those working in the
relevant scientific direction, unique in a specific field, conducting satisfactory professional-level research
and scientific-technical (experimental) developments aimed at obtaining and applying new knowledge
to solve technological, engineering, economic, social, and humanitarian problems, executing one-time
orders, while demonstrating a low level of development of scientific (scientific-technical) potential;
Group G - those that have not undergone state accreditation and have the right to undergo the next state
accreditation no earlier than three years from the date of approval of the results of the previous state
accreditation (On approval of the Procedure for conducting state accreditation of research institutions and
higher education institutions regarding their scientific (scientific-technical) activities, 2017).

Obtaining budgetary support for conducting scientific activities is a necessary supportive measure that
positively influences entities in the field of scientific research. The practical significance lies in addressing
the issue of effectively carrying out activities by higher education institutions or research institutions to
obtain budgetary funding.

According to the Ministry of Education and Science, funding under program 2201390 «Support
for priority areas of scientific research and scientific-technical (experimental) developments in higher
education institutionsy» in the state budget of Ukraine for 2024 has been increased more than 6 times to
118 million hryvnias. This confirms the priority in distributing basic funding for scientific activities among
top HEIs based on a formulaic approach using the results of their accreditation of scientific directions,
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which is akin to what is known internationally as «performance-based research funding» (Government
Portal, 2024).

Features of the application of administrative legal measures in the field of scientific activity
with customs-law orientation. The choice of research in the customs-law sphere of scientific activity is
associated with the significance attributed by legislative provisions to institutions engaged in scientific
activities within this field. Article 550 of the Customs Code of Ukraine specifies that specialized
educational institutions and research institutions may be established within the central executive authority
implementing state customs policy. These institutions are intended for the preparation, retraining, and
qualification enhancement of customs professionals, as well as for conducting scientific research in the
field of safeguarding Ukraine’s customs interests.

Moreover, Chapter 80 of this legislative act regulates: a) scientific research activities in the customs
sphere; b) specific legal status features of individuals studying in specialized higher educational institutions
of customs authorities; c¢) funding for professional education and scientific research activities in the
customs sphere (Customs Code of Ukraine, 2012).

Currently, specialized entities within the structure of the State Customs Service are responsible for
conducting scientific activities in the customs-law direction. Additionally, the Regulations on the State
Customs Service of Ukraine define the authority of this body regarding:

1) organizing scientific, scientific-technical, investment, informational, and publishing activities;
establishing educational institutions and research institutions; and media on matters falling under the
competence of the State Customs Service;

2) forming other permanent or temporary advisory, consultative, and auxiliary bodies for the purposes
of scientific research activities in the customs sphere (Regulations on the State Tax Service of Ukraine and
the State Customs Service of Ukraine, 2019).

In terms of the application of administrative legal measures in the field of scientific activity related
to customs law, these measures will be applied by specialized entities, apart from those endowed
with competence in scientific activities, namely the State Customs Service and its created specialized
educational institutions, research institutions, and other auxiliary bodies. Their activities are aimed at
advancing scientific activity in the customs-law sphere.

The legal regulation of the activities of these established bodies within the State Customs Service and
the directions of their work has not been updated for a long time. Evidence of this includes:

1. The Regulations on the Scientific Council of the State Customs Service of Ukraine were adopted
back in 2007 (On the Establishment of the Scientific Council of the State Customs Service of Ukraine,
2007) before the reorganization of this body and the subsequent changes concerning the scope of its
authority.

2. The research directions in the field of customs affairs have not been updated since 2010 when
strategic research topics in this sphere were identified until 2015 (On the Approval of Priority Directions
of Scientific Research in the Field of Customs for 2011-2015, 2010), taking into account the adoption of
the new Customs Code of Ukraine in 2012.

3. The Customs Academy as a specialized educational institution providing training, retraining, and
qualification enhancement for customs professionals ceased to operate in its original format and was
merged into the University of Customs and Finance since 2014. However, in 2019, the State Customs
Service again became an independent central executive authority implementing state policy in the field of
customs affairs, while the scientific research institution remains absent.

It can be concluded that potential administrative legal measures to streamline scientific activity in
the customs law sphere lack proper implementation. It appears advisable to address the aforementioned
shortcomings through:

1. Adopting Regulations on the Scientific Council of the State Customs Service of Ukraine, taking
into account the current customs legislation and its development priorities.

2. Approving priority directions for scientific activity in customs law in line with the priorities of
European integration and digitalization.

3. Establishing the normative and institutional foundations for separating the Customs Academy.

Conclusions. The article establishes that administrative legal measures constitute an independent group
of legal measures with particular features in the sphere of scientific activity. Grant support for scientific
research is analyzed as a facilitating and incentivizing administrative legal measure. It is noted that its
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implementation includes, among other things, entering into administrative contracts with winners of joint
competitions for scientific projects conducted by the State Fund for Fundamental Research together with
foreign scientific societies. The practical application of supportive administrative legal measures in the
form of grant support for scientific activity demonstrates its positive effect on the normal functioning of
scientific endeavors.

Obtaining budgetary support for scientific activity is identified as a necessary facilitating measure
that positively impacts entities in the field of scientific activity. It emphasizes the practical significance
of addressing the issue of conducting proper activities by higher educational institutions or research
institutions to secure budgetary funding. The article highlights that administrative legal measures aimed
at organizing scientific activity in the customs law sphere lack adequate implementation. Institutional and
legal directions are proposed for rectifying these deficiencies.

Overall, the article underscores the importance of administrative legal measures, particularly grant
support, in fostering scientific activity and suggests institutional and legal improvements to address
existing shortcomings effectively.
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Cmammsa npucesyena O0OCTONCEHHIO THCMPYMEHMANbHO20 300e3NeUeHHs. JepiCcaHo20 De2YIIO8aHHs HAVKU 8
cihepi MUMHO-NPABOBUX BIOHOCUH 8 UACTNUHI HALEMHCHO20 3ACHIOCYBAHHS AOMIHICIMPAMUGHUX NPABOSUX 3AX00IS.
3anpononosarno ma oOIPYHMOBAHO Me3y NPO MONCIUBICINb 3ACTNOCYBAHHS AOMIHICMPATNUBHUX NPABOBUX 30X00i6
0N 6NOPAOKYBAHHS CYCHINOHUX GIOHOCUH, 06 SI3AHUX 3 NPOBAOJICEHHAM HAVKOBOI OISIbHOCHI, CMBOPEHHM
VMO8 015 NIOBUUEHHSL eqHeKMUBHOCTT HAYKOBUX OOCTIONCEHb | GUKOPUCIAHHA IX pe3yibmamis Onisi 3abe3neueHHs
DO3BUMKY 6CIX cghep CYCNITbHO20 Hcumms, a MAKoxuC 018 3aOe3neyents HAyKogoi OiAnbHOCMI AK pi3H06uc)y
mpy0oeoi disibHocmi. Budaemvcsi doyinoHum yc)ocKOHanumu aOMiHicmpamusHi npagosi 3axodu 6 Haykoezu
OISLHOCIT MUMHO20 CHpAMyeanHs waxom: 1) nputinammsa Ilonoocenns 1O HayKOGY pady Heporcasnoi mummnoi
cycou Vrpainu, 2) 3ameeposicents npiopumemnux HAnNpAmMie HAyKooi OIANbHOCMI MUMHO20 CHPAMYBAHHSL
3) hopmyeanus HopmamueHo-iIHCmMuUmMyyitiHUX 0CHO8 0t 8I00KpemaeHHs Akademii Mumuoi cnpagi.

Memodonoeiss docniooicentss 00yMOGIeHA BUBHAYEHOI) MEmOl0 Md HOCMAGIEHUMU 3A60AHHAMU | 6KIIOUAE
DIBHOMAHIMHKI MemoOU HAYKOB020 RI3HAHHSA, NIOX00U ma Oii, w0 CHPSIMOGAHI HA OMPUMAHHA HOBUX HAVKOBUX
pesyabmamie nio uac 00CuioNiceHHs NPOOIEMAMUKY BUSHAYEHHS AOMIHICIPAMUBHO-NPABOBOT NPUPoOU npoyedypu
NiYeH3y68anHs 0ceimHuboi distoHocmi. 11i0 uac npoeedens 00CIIONHCEHHS 3ACMOCO8YBANUCS 3A2AbHI A CNeYidTbHi
Memoou HAYKO8020 NI3HAHHS, MEMO0 CUCTEMHOZ0 aHani3y, dianexmuuHuil Memoo, PoPMAIbHO-I02IUHI Memoou,
CIMPYKIMYPHO-YHKYIOHATbHUL A NOPIBHATLHO-NPAGOGUL MEMOOU, d MAKONC HUZKA eMAUIPUYHUX Memoodis, o
3pewmoro anu 3Mo2y GUIHAUUMY 3HAYEHHS AOMIHICMPAMUBHO-NPABOBUX 30X00i8 Y BNOPAOKVEAHHI HAYKOBOT
OISLHOCIT 3 AKYEHMYBAHHAM V8A2U HA MUMHO-NPABOSY Chepy HAYKOBO2O NIZHAHHSL.

Buoxpemneno ocobnusocmi adminicmpamusnux npagosux 3axodie, wo 0nocepedKosami ix e2any3esorn
NPUHATLEAHCHICMIO Y chepi HayKo6oi iAbHOCHI. @) ITHCMuUmyyiliHUl KpUmepiil 3 akyeHmy8aHHAM Y8azil Ha CMantyci
nepesaxcroi Oinbuocmi cyo 'ekmie, sKi 6NOPAOKOGYIOMb chepy HAYKOBOI DifIbHOCHIE K CYO eKmamu, wo HadileHi
NeSHUMYU B1AOHO-PO3NOPAOUUMU NOBHOBAJICEHHAMY, ) (QYHKYIOHATbHUIL KpUmepill, Wo 6KA3VE HA NepesajcHe
3ACMOCYBAHHS OUCNOZUTNUBHO20 MEMOOY BNIUEY A BIONOGIOHUX TIOMY 3A0X04YBATLHUX AOMIHICNPAMUBHO- -NpasosUX
3aX00ax, AKI CNPAMOBAHI HA PO36UMOK HaYKU & Yinomy ma niOMpUMKY AKiCHO20 A KOHKYPEHMHO20 CMAHY HAYKOBOT
OISLHOCE; ) CIPYKMYPHULL KpUMepitll, wo 1eXCums 6 0CHOGI GUSHAYEHHS Micys AOMIHICMPAMUEHO-PABOBUX
3ax00i8 8 6NOPAOKYBAHHI HAYKOBOI QisLIbLHOCI.

KuirouoBi ciioBa: nepxaBHEe pEryjIlOBaHHS, BIIOPSOKYBaHHS, HAayKoBa MisUIbHICTb, MHTHA CIIPaBa,
320X04YCHHS, CTUMYITIOBAHHSI.
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ENHANCING EUROPEAN PARTNERSHIP FOR SUSTAINABLE
DEVELOPMENT IN THE FACE OF GLOBAL CONFLICTS:
A COMPREHENSIVE ANALYSIS AND STRATEGIC FRAMEWORK

Purpose. The paper aims to search for scientific approaches to strengthen the multilateral European partnership,

through a comprehensive analysis and definition of strategic boundaries, in order to improve the effectiveness

of cooperation of each actor by strengthening its capacities development in the face of global conflicts and to

achieve the Sustainable Development Goals (particularly SDG—17 “Partnership for the Goals”).

Methods. Analysis of statistical information provided by OECD and European Commission on the flows of
EU official development assistance and EU import from developing countries.

Results. The EU maintained its status as the foremost global contributor to Official Development Assistance
(ODA). When adjusted for inflation, its current level of financial support closely mirrors that provided
by the EU fifteen years ago. However, notable strides were made in 2022, with a substantial increase in

contributions to approximately USD 100.4 billion, marking a 20% rise compared to 2021. Furthermore,

spanning from 2007 to 2022, the EU experienced a significant surge in imports from developing countries,

more than doubling from EUR 617 billion to EUR 1,508 billion. Over this period, imports from developing
nations exhibited an average annual growth rate of 6.1%.

Conclusions. At the heart of the European Union lies the principle of partnership, which serves as a guiding
force not only within the EU but also in its efforts to address the Sustainable Development Goals (SDGs)

both domestically and internationally. When it comes to monitoring progress on SDG 17 within the EU
framework, particular attention is given to three critical areas: global partnership, financial governance,

and technology accessibility. The EU’s achievements in global partnership during last five years are uneven.

Although imports from developing countries have increased, funding allocated to these nations has declined.

Additionally, the EU still lags behind on reaching its official development assistance target. However, general
progress has been observed, particularly since the start of the Russian military campaign against Ukraine.

Key words: Global environment, economic development, European partnership, digital transformation,
sustainable development, global conflicts, financial assistance, international trade, investment.
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Introduction. Promoting synergies of the European partnership
for the Sustainable Development Goals defined by the United Nations
until 2030 is crucial in the face of current and future global challenges
and threats. The world crises, COVID-19 and wars on the European
continent in the last 5 years have confirmed the usefulness and value
of the European partnership for less developed states. The synergy
of the best European experience, its financial and technical resources
have actually become a key element in stimulating economic growth
and rebuilding or supporting each country’s defence capabilities
towards achieving the global Sustainable Development Goals.
Maintaining this paradigm between all stakeholders working together
to improve the quality and security of people’s lives, taking into
account the principles of a rational economic, social responsibility
and environmental conservation, reinforces the extreme relevance
of this study in today’s context. The greenness of the European
partnership also lies in the fact that experience, knowledge and
current practices in the field of sustainable development are offered.
The existing experience of the European partnership also shows
unresolved issues that require efforts to finalise and implement. These
are the establishment of close co-operation between the private and
public sectors, the building of a quality legislative framework, the
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existence of a highly qualified public authority and a solid understanding of the European partnership
procedure based on sustainable development and strong institutional co-operation. The outlined principles
require continuous monitoring and the implementation of sound scientific research.

The search for scientific approaches to strengthen the multilateral European partnership, through a
comprehensive analysis and definition of strategic boundaries, in order to improve the effectiveness of
cooperation of each actor by strengthening its capacities is the aim of this research.

Literature review. In the context of increasing global threats, there is a strengthening of the role of
the European Partnership to support less developed states and to implement the concept of sustainable
development on the European continent.

After broad and inclusive consultations that took place in 2019, the Joint Communiqué “Eastern
Partnership Policy Beyond 2020: Strengthening Resilience — An Eastern Partnership Benefiting All” was
adopted in March 2020 and the EU Council Conclusion on the Eastern Partnership Policy Beyond 2020
was adopted in May. The Joint Communiqué defined 5 long-term goals: 1) together for a sustainable,
resilient and integrated economy; 2) together for responsible institutions, rule of law and security;
3) together for environmental and climate sustainability; 4) together for sustainable digital transformation;
5) together for sustainable, just and inclusive societies (Joint Communication to the European Parliament,
the European Council, the European economic and social committee and the committee of the regions,
2020).

The concept of sustainable development shows the close interconnection of environmental, economic
and social problems of mankind, and that their solution is possible only through integration, taking into
account the co-operation and co-ordination of efforts of the countries of Europe and the world (Ruda,
Mazurik 2021).

Marianovych (2017) is convinced that a capable and effective mechanism to stimulate economic
growth of the country within the concept of sustainable development is public-private partnership. The
state needs to attract the expertise, financial and technical resources of the private sector.

The study by Oharenko et al. (2021) concluded that the diversification of sources and forms of project
financing, use and support from the state influences and accelerates the development of innovation
infrastructure in the country (clusters, business incubators, etc.), as well as the interaction between
different participants of the sustainable innovation process (the state, regions, large enterprises, small and
medium-sized businesses, society).

The review of foreign experience in the organization of social dialogue convincingly demonstrates
a fairly high level of its effectiveness in the countries of the European Union, which contributes to
achieving a balance of interests of the main economic actors, increasing their social responsibility.
For Ukraine it is advisable to introduce the European practice of the so-called broad approach to
the organization of social dialogue, providing for the expansion of its subjects by representatives
of territorial entities, environmental, women’s, youth, cultural and other public organizations
(Lopushniak et al., 2021).

The most pressing human problems mentioned in the SDGs are the effects of climate change and loss
of biodiversity, as well as problems with access to water and forest resources. Vorontsova et al., (2022)
concluded that there are insufficient environmental investment resources to bridge the gap in achieving
environmentally oriented SDGs in 31 European countries (26 EU member states, 3 EFTA countries and
Ukraine as a candidate for EU accession).

Plastun et al., (2023) highlights the need for targeted policies and partnerships to mobilise resources to
ensure healthy lives and promote well-being for all at all ages in the context of Sustainable Development
Goal 3.

Sylenko (2020) notes that the legislator needs to pay special attention to the norms of public international
law, as well as the standards of the European Union, as the vector of its further political and economic
development Ukraine has chosen the European Community, where the standards of living and norms of
social partnership regulation are somewhat higher than in our country.

Blazheva (2014) focuses on the dynamic changes in the agricultural sector regarding the priority of
the “new” European agricultural policy — “Stimulating knowledge transfer and innovation in agriculture,
forestry and rural areas”, namely: stimulating innovation and knowledge base in rural areas; strengthening
the links between agriculture, food production, forestry and research and innovation, which is in line with
the principles of sustainable development.
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Makarenko (2022) analyses key European benchmarks in the field of sustainability reporting. A two-
tier system of sustainability reporting benchmarks is presented, which at the operational level is based on
the EU directives on non-financial disclosure and sustainability reporting, and at the methodological level
on the European Sustainability Reporting Standards and other generally accepted standards.

One of the most important tasks for the development of national economies of both European countries
and Ukraine is to stimulate and ensure sustainable economic growth. The impact of financial instruments
and innovations on the development of the business environment of the national economy of Ukraine
compared to European countries to create a successful and effective business environment in Ukraine for
foreign investment has been determined (Khalatur et al., 2019).

The analysis of scientific papers shows that scientific research is relevant and is conducted to achieve
global sustainable development goals.

Thus, the European Partnership (SDG-17) is the basis for the implementation of 17 Global Goals,
to which 169 targets correspond, to put the European community on the trajectory of sustainable and
resilient development.

The doctrine. Sustainable development implies sustainable economic growth of society, which does
not harm the environment and is coordinated with the social development of society. For the first time,
the term “sustainable development” was used at the official level in 1972 at the meeting of the First World
Conference on the Environment in Sweden, and only in 1992 at the UN Conference on Environment and
Development in Rio de Janeiro was it used to denote the name of a new concept of human development.
G. Brundtland in his report “Our Common Future” defined sustainable development “as a form of progress
for social and economic development that enhances the resource-based rather than degrades it” and noted
that it “requires a more equitable distribution of wealth than currently prevails within and among nations,
and it aims at the eradication of global mass poverty, keeping options open for the future” (Brundtland,
1987).

In 2015, UN member states presented a new vision for the development of world society for the next
15 years. The main aspects of the new concept of world development are reflected in Agenda 2030, which
is based on 17 Sustainable Development Goals (SDGs) (Agenda, 2015). The new Global Goals identify
key priorities and directions for efforts to combat poverty, inequality and injustice.

The concept of sustainable development has formed the basis of the EU economic development strategy,
and the SDGs are considered part of European fundamental values. EU countries have adopted several
documents that provide for the implementation of the SDGs by the European community. In particular, the
integration of the SDGs into the structure of common European policy was announced in the document
“Next steps for a sustainable European future: European action for sustainability” (2016). Starting from
2017, the EU annually monitors the implementation of the SDGs by member countries. In 2019, the
document “Towards a Sustainable Europe by 2030 was presented, which analysed the challenges facing
the EU and characterized the competitive advantages that can be obtained by implementing the SDGs.

In addition, in 2017, the European Consensus on Development was approved, which presents the
common vision of the EU countries on issues of further development and defines the mechanism of their
cooperation. An important step in achieving the SDGs is the implementation of the EU strategy “Global
Gateway”, which aims to “support its partner countries in boosting smart, clean and secure links in digital,
energy and transport sectors, and to strengthen health, education and research systems” (Heldt, 2023).

The creation of partnerships between governments, the private sector, and civil society is a necessary
condition for achieving the Sustainable Development Goals because, in the implementation of this goal,
more developed countries can help developing countries. In this way, financial support from the EU
can become a guarantee of achieving the Sustainable Development Goals by 2030. This will create
opportunities for investment in infrastructure, transport, social services, clean energy and information
and communication technologies. Under such conditions, developing countries have a chance to switch
to more efficient and ecological production (Kuryliak, Lishchynskyy, Lyzun, Komar, 2017). According to
the New European Consensus on Development, the EU undertakes to allocate a significant part of aid to
least developed countries and low-income countries. Thus, this aid is planned at the level of 0.15-0.20%
of GNI in the short term with a further increase of this indicator to 0.20% by 2030 (Monitoring report,
2023).

One of'the instruments of EU financial aid for LDCs is the European Fund for Sustainable Development
Plus (EFSD+), which contributes to the provision of financing from the private sector and the support
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of duty free and quota free market access to LDCs, which is provided for in the Addis Ababa Action
Agenda (Ghosal, 2016). In addition, the application of the “Generalized Scheme of Preferences” enables
developing countries to pay significantly less duty, and in some cases, not to pay it at all when exporting
to EU countries. In particular, the “Everything but Arms” agreement provides duty-free and quota-free
access for all LDC products. The EU provides developing countries with assistance in developing trade
infrastructure and strengthening their production potential (Gradeva, Martinez-Zarzoso, 2016).

Achieving the 17th SDG “The Global Partnership for Sustainable Development” plays an important
role in the development of the EU, because the partnership is the basis of the EU creation. European
countries are focusing their efforts on global partnership, financial management and access to technology.
This goal is based on macroeconomic stability, fair rules for the regulation and development of trade, and
access to the assets of science and technology, including information and communication technologies
using the Internet (Monitoring report, 2023).

To develop an effective partnership, EU countries must also develop their economies based on
sustainable development. Therefore, the primary task of the EU is to ensure the macroeconomic stability
of the union and create industries that are more ecological and do not cause serious damage to the
environment (Lyzun, 2017). One of the directions of this goal is the introduction of environmental taxes,
which will also provide opportunities to reduce taxes in other areas.

In modern conditions, the development of digital technologies is the key to the successful development
of the economy. However, there are still many countries in the world that do not have high-speed Internet
connections, which creates social and economic problems, and makes it difficult to make bank transfers,
communicate, share information, and more. Promoting the development of digital technologies is one of
the six priorities of the EU Commission for 2019-2024. Cooperation and partnership in the development
of information and communication technologies is aimed at ensuring that digital transformation helps
people and businesses achieve the goal of a climate-neutral Europe by 2050.

In addition, some many threats and challenges prevent the achievement of sustainable development
goals. In particular, the COVID-19 pandemic, geopolitical tensions, global conflicts and wars hold back
international cooperation and coordination, increasing the importance of joint activation of actions to
provide countries with financing and technologies to accelerate the implementation of the SDGs. In order
to implement the set tasks, it is necessary to accumulate the efforts of all spheres of society, in particular,
a business must play an extremely important role in this process.

Empirical results. To realize the Sustainable Development Goals (SDGs), collaborations should
be fostered among governments, the private sector, civil society, and other stakeholders. More affluent
economies like the EU have the capacity to aid developing nations in executing the 2030 Agenda by
leveraging both domestic and international public and private resources.

The European Union provides financial support to developing countries through various channels.
These channels encompass official development assistance (ODA), which includes public grants or
concessional loans aimed at fostering economic development and welfare; other official flows (OOFs),
referring to public funds that may not primarily target development or have a grant element below 25%;
private flows, such as direct investment, bonds, export credits, and multilateral flows; grants from non-
governmental organizations sourced from funds dedicated to development assistance and disaster relief;
and officially supported export credits.

In terms of the overall amount of financial assistance from the EU to developing nations, the Organisation
for Economic Co-operation and Development (OECD) estimates that the combined public and private
financing from the EU to these countries reached EUR 111.3 billion in 2021 (Monitoring report, 2023).
Adjusting for inflation, this figure is roughly equivalent to the level of financial assistance provided by
the EU fifteen years prior. However, it represents a notable decrease compared to the amounts provided
between 2014 and 2019, with some periods showing substantial reductions. Nevertheless, according to
the OECD preliminary data, notable progress was observed in 2022. The total ODA from the EU states
increased by 20 percent in 2022 compared to 2021(OECD, 2024). The assistance to Ukraine due to war
state was probably among the crucial determinants of such progress alongside other conflicts (OECD,
2023).

The concept of donor countries allocating 0.7% of their gross national income (GNI) to Official
Development Assistance (ODA) has been a longstanding international objective for fifty years. The EU
has committed to reaching this 0.7% target by 2030, as outlined in the New European Consensus on
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Development. Member States that joined the EU after 2002 have pledged to allocate 0.33% of their GNI
to ODA. In 2021, the EU collectively allocated 0.49% of its GNI to ODA, a slight decrease from 0.50%
in 2020 (Monitoring report, 2023). The peak observed in 2020 was part of a global trend, driven by
heightened ODA efforts worldwide amid the COVID-19 pandemic. However, in 2022, the ODA to GNI
ratio reached unprecedented growth and, according to preliminary data, exceeded 0.56% of the EU GNI
(OECD, 2024).

Only four EU countries — Luxembourg, Sweden, Germany, and Denmark—reached the 0.7% target in
2021, indicating the need for additional efforts to ensure the collective EU target is met by 2030. In 2022,
despite general average progress (see Fig. 1), only three EU countries met the 0.7% target (the Denmark
ratio was slightly reduced in 2022).
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Fig. 1. Map of Official development assistance (ODA) as a share of gross national income,
2021 (left) vs 2022 (right)
Source: OECD (2024)

In 2022, the EU retained its position as the leading global donor of Official Development Assistance
(ODA), contributing approximately USD 100.4 billion. This sum encompasses the collective ODA
provided by the 27 EU Member States and EU institutions. Furthermore, with an ODA/GNI ratio of
0.56% in 2022 (0.49% in 2021), the EU’s overall commitment to ODA was notably higher than that of
many other donors in the Development Assistance Committee (DAC), such as Canada, Japan, or the
United States. Concurrently, there is a growing significance of aid from emerging donors. For instance, in
2021, Saudi Arabia and Turkey allocated approximately 1% of their GNI to ODA, but in 2022 their ratios
were much lower.

In order to allocate resources to areas of greatest need — specifically, least developed countries (LDCs)
and nations grappling with fragility and conflict—the EU has set a target to collectively provide 0.15-0.20%
of GNI to LDCs in the short term, aiming to achieve 0.20% by 2030 as per the 2030 Agenda. However,
in 2021, the EU’s combined official development assistance to LDCs only accounted for 0.11% of GNI,
marking a period of stagnation around this level since 2012. Consequently, the EU has not made progress
towards its 0.20% target in recent years. In 2021, only three Member States — Luxembourg, Sweden, and
Denmark — surpassed the targeted GNI ratio of ODA to LDCs. Additionally, Finland exceeded the short-
term target with a ratio of 0.16%.

The EU aims to empower developing nations to leverage a combination of aid, investment, and trade
alongside their own resources and policies to enhance capacity and achieve self-sufficiency. For instance,
Official Development Assistance can serve as a catalyst to stimulate additional financial resources,
including domestic tax revenues or capital from the private sector. Furthermore, innovative approaches
have been devised, such as blending grants with loans, guarantees, or equity sourced from both public and
private financiers.

By integrating EU financial assistance with domestic and private revenues, there exists a foundation
for attaining the objectives outlined in the 2030 Agenda. This framework enables investment in essential
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areas such as social services, renewable energy, infrastructure, transportation, and information and
communication technologies. Ideally, developing nations can bypass some of the unsustainable production
and consumption patterns observed in industrialized countries, thereby fostering sustainable development

(Fig. 2).
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Fig. 2. The EU ODA by recipient income group, 2000-2021 (EUR billion, constant prices)
Source: Monitoring report, 2023

The potential role of trade in fostering sustainable development has long been recognized, as evidenced
by the EU’s 2021 Trade Policy Review and the European Green Deal, which underscore the significance
of trade policy in realizing the EU’s sustainable development objectives. Export activities can generate
domestic employment opportunities and enable developing nations to acquire foreign currency, which
can then be utilized to import essential goods. Enhanced integration of developing countries into global
markets may lessen the dependency on external public funding. Several Sustainable Development Goals
(SDGs) highlight the importance of trade in promoting sustainable development. Nevertheless, it is
important to acknowledge that the EU’s trade-related metrics do not provide insights into whether the
traded products are manufactured in an environmentally and socially sustainable manner.

Between 2007 and 2022, the EU witnessed a more than twofold increase in imports from developing
countries, soaring from EUR 617 billion to EUR 1,508 billion. During this timeframe, imports from
developing countries experienced an average annual growth rate of 6.1%. In the short term, notably
since 2017, imports surged even more rapidly, expanding at an annual rate of 12.5%. Both trends were
predominantly propelled by a substantial uptick in imports from developing countries, surging by almost
40% in 2022 compared to 2021. Particularly noteworthy was the robust growth observed in imports from
least-developed countries, which soared by over 84% from 2021 to 2022 (Fig. 3).
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Fig. 3. EU imports from developing countries, according to country income group, 2002—2022
(EUR billion, current prices)
Source: Eurostat (online data code: sdg 17 30)
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The proportion of imports from developing countries to the EU, relative to imports from all countries
outside the EU, rose from 43.2% in 2007 to 50.2% in 2022. Similarly, in 2022, developing countries
(including China) constituted half of all extra-EU imports, mirroring the figures from 2021. China
(excluding Hong Kong) alone represented 20.9% of EU imports in 2022, nearly double the share of
imports from the United States, which stood at 11.9%. Conversely, the nearly 50 nations classified as least
developed by the UN contributed just over 2% of all EU imports in 2022 (Fig. 4).
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Fig. 4. Extra-EU imports by trading partner, 2017 vs 2022

Source: Eurostat (online data codes: sdg 17 30; ext It maineu)

‘Aid for trade’ constitutes a segment of Official Development Assistance aimed at trade-related projects
and initiatives, with the goal of enhancing trade capacity and infrastructure in developing countries,
particularly the least developed among them. In 2020, the EU and its Member States emerged as the
foremost global providers of aid for trade, contributing EUR 23 billion, accounting for 47% of global aid
for trade. Remarkably, just three donors — the EU institutions, along with Germany and France — were
responsible for 90% of this total. The allocation of aid for trade to least developed countries constituted
13% of the overall aid for trade in 2020, marking a decline of two percentage points compared to the
preceding three years.

Among the other parameters of SDG—17, the EU considers also:

—  general government gross debt (the declining trend in the EU in 2007-22);

—  share of environmental taxes in total tax revenues (the declining trend in the EU in 2006-22);

—  share of households with a high-speed internet connection (the rising trend in 2016-21, SDG
target is achieved).

However, the abovementioned indicators are beyond the scope of the current paper and we would not
consider them in detail.

Conclusions. At its core, the EU views partnership as a key strategy to achieve the Sustainable
Development Goals (SDGs) both within its borders and globally. In evaluating its progress on SDG—
17, which emphasizes partnerships, the EU considers its performance in three areas: global cooperation,
financial governance, and technology access. While the analysis covers a five-year period, the EU’s
achievements in global partnership are uneven. Although imports from developing countries have
increased, funding allocated to these nations has declined. Additionally, the EU still lags behind on
reaching its official development assistance (ODA) target.

The current paper mainly covers the aspects of global cooperation within the SDG-17 target. Further
research is needed in the areas of financial governance and technological access as crucial elements of
global partnership for sustainable development.
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Mema. Cmamms cnpamo8aHa Ha NOWYK HAYKOBUX Ni0X00i8 00 3MiyHeHHS 6a2amocmopoHHbO20 €8DONEUCHKO20
NAPMHEPCMBa WIIAXOM 6CeOIUH020 AHANI3Y A BUSHAYEHHS CMPAMeSiuHUX KOPOOHI8 3 Memoio MideuujenHs
ehexmueHoCmi cnignpayi KOXCHO20 Cy6 '€Kma uepes 3uiyHeH s 11020 NOMEHYIATY 6 YMOBAX 3A20CTPEHHS 2100ATbHUX
KoHghnikmie i docsienenns Lineti cmanozo poseumxy (3oxpema L{CP-17 «[lapmuepcmeo 3apadu cmanozo po3eumkyy).
Memoou. Ananiz cmamucmuunoi ingpopmayii, wo naoacmvcs OECP ma €sponeticvroio Komiciero, cmocogno
nomokie oghiyiinoi donomoeu €C na poseumox, a maxodic imnopmy €C i3 kpain, wo po3eusarmocs.
Pesynemamu. €C 30epie ceiti cmamyc 201061020 ¢6imoso2o oonopa Ogiyiiinoi donomozu pozsumxy (O/P). 3
NONPAgKoi0 HA IHpAAYII0 HUHIWHIL pieenb (inarcosol niompumxu €C mouno 8ionogidace pieHio, KUl 6iH HA0ABAE
n’amuaoysime poxie momy. Oouax y 2022 poyi 6y10 00CsAHYmMO CYMMESUX YCRIXIG 3 HAUHUM 30LTbILEHHSM BHECKIB
npudnuzto 00 100,4 mapo. oon. CLLA, wo na 20% nepesuwye noxazuux 2021 poxy. Kpim moeo, 3 2007 no 2022 pix
6 €C cnocmepizanocs 3naune 3pOCManis iMROPMY 3 Kpait, wjo po3eusaiomsvcsl. 3azHauenuil NOKA3HUK 3pic 0inbul,
Hidic yogiui — 3 617 mapo. espo 0o 1508 mapo. eepo. [Ipomszcom yboeo nepiody cepedHbOpiuHi meMnu nPUpocmy
iMnopmy i3 Kpait, wo poseusaiomscs, cmanosuiu 6,1%.

Bucnoexu. B ocnosi €sponeticokozo Coto3y nedcunv npunyun napmuepcmeaa, KUl € He e Kiouosum opatieepom
popmysanns €C, ane i reummomueom 11020 iniyiamus wo0o docsenenns Llinet cmanoeo poseumxy (LJCP) sk
ycepeouHi anvsancy, max i Ha MiscHapooHomy pieni. Ipu 30iticnenni monimopuney npoepecy docsienenns 17-i [[CP
8 pamxax €C, ocobausa ysaea npudiiscmuvcs MpboM KPUMUUHUM cepam: 2nobaivhe napmuepcmeso, Qinancose
ynpaguinus ma docmynuicmy mexronociu. Jocsenenns €C y 2100anbHOMY NAPMHEPCME] NPOMALOM OCMAHHIX
1’Smu poKie € HeOOHO3HauHUMY. Xoya iMnopm i3 Kpain, wo po3eusaromsCs, Cymmeso 3pic, npome (iHancy8anHs,
wo sudingemvcs yum Kpairnam, ckopomunocs. Kpim mozco, €C 6ce we giocmac 6 docaenenni memu ujo00 06ca2ie
oonomoeu pozsumxy. Ilpome y oOawitl chepi cnocmepieacmvcest 3a2anvHull npoepec, 0CoOIUB0 NICs NOYAMKY
POCIlCbKO20 BMOP2HEHHS 8 YKpaiiy.

Ku1ro40Bi ci1i0Ba: miobansHe cepeoBuIle, eKOHOMIYHUN PO3BUTOK, €BPOIEHCHKE MapTHEPCTBO, LU(poBa
TpaHcdopmallisi, cTanuii po3BUTOK, T00aIbHI KOHQIIIKTH, (piHaHCOBa JOMOMOra, Mi>KHApOIHA TOPTIBII,
IHBECTHLII.
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TRANSFORMATION OF PROPERTY RIGHTS OF INTERNATIONAL BUSINESS
ENTITIES IN THE PROCESS OF CUSTOMS REGULATION

The article is aimed at defining the forms and mechanisms of transformation of ownership relations in the
course of foreign economic operations under the influence of customs regulation.

On the basis of a systematic analysis, the article analyses a set of relations related to potential and actual
processes of transformation of property rights of foreign economic entities during customs procedures. The
statistical analysis allowed the author to identify the potential quantitative financial significance of the role of
managerial decisions on the expedient transformation of property rights in the course of customs procedures

to ensure the economic interests of the State. The method of comparisons was used to characterise various

forms of transformation of property rights of subjects of foreign economic activity under the influence of
customs procedures.

The author identifies the following forms of transformation of property rights of foreign economic operators

during customs procedures: free, conditionally compulsory and absolute compulsory transformation. The
conditions of the free form of transformation provide for a de facto free managerial choice on the part of a

business entity. The conditional-compulsory form significantly narrows the possibilities of such a management
choice. The absolute and compulsory form of transformation completely deprives a foreign economic entity
of the opportunity to choose and influence the process of transformation of property rights.

1t is shown that subjects of foreign economic business activity, within the framework of certain situations
arising in the course of customs procedures, may have the opportunity to choose appropriate management
decisions regarding the conditions for transforming their rights to property objects. At the same time,

customs managers also have a certain choice. The author shows the contradictions of interests that may
arise in various forms of transformation of property rights of foreign economic operators. International
business entities and customs authorities enter into certain relations in which they seek to find the most cost-

effective solutions and transformations for themselves. It is advisable to take into account that the benefits
of a particular transformation for the State may be manifested not only in terms of financial results. It is

proved that the transformation of property rights in favour of the state at the level of “ownership” is not
always economically feasible for the state and its economic interests. When making appropriate managerial
decisions on the transformation of ownership rights of foreign economic operators to the objects of customs

control, customs managers should choose the most effective tools and modes of transformation.

Key words: property, business, management, customs procedures, transfer of ownership, foreign economic
activity.
JEL Classification: F10, H82, K11.
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(FEA entities) and customs authorities representing the relevant
interests of the state in regulating foreign economic processes.
At first glance, this issue is inferior in terms of its importance
and complexity to, for example, such issues as the speed and
convenience of customs procedures, the correct determination of
the customs value and country of origin of goods, etc. However,
managerial decisions made in the processes related to the
transformation of property rights of foreign economic operators
also have their own value and significance - both for business
and the state. The transformation of property relations in the
course of foreign economic activity should be based on fair and
effective «rules of the gamey, on the basis of correct management
decisions, including maximum consideration of the interests of
the state, achievement of the required level of national security.

Analysis of recent research and publications. The scientific
works of domestic and foreign researchers, as a rule, quite
actively consider both property issues and problems of customs
regulation of foreign economic activity and the functioning of
customs institutions. With regard to the economic and managerial
aspects of the property problem, recent publications include
works on state regulation of property rights (Moskaliuk, 2020;
Ivaniuta, 2019), transformation of property relations (Noginova,
2014), and intellectual property (Virchenko, Petrunia, Osetskyi,
Makarenko, Sheludko, 2021). With regard to the issues of customs
regulation, we can name, in particular, works on customs security
(Krysovaty, 2020; Berezhniuk, 2009; Pashko, 2009), customs
regulation in the context of global processes (Hrebelnyk, 2017;
Petrunia, Oleksiienko, 2015).

At the same time, the analysis shows that modern scientific
research on the transformation of property rights of international
business entities under the influence of direct customs control
procedures is hardly ever considered.

The article is aimed at defining the forms and mechanisms
of transformation of ownership relations in the course of foreign
economic operations under the influence of customs regulation.

Summary of the main research material. Foreign economic
activity in modern conditions is very large-scale and plays a significant
role. That is why the system of its regulation, the structure of institutions
that influence foreign economic activity at the national (or international)
level, is quite extensive. It usually includes the legislative body, the
government as a whole, a specialised ministry, the state customs service,
the central bank, tax authorities and some others.

The fundamental purpose of foreign economic regulation is to
protect the foreign economic interests of the state. Ukraine has
created and operates a system in which each of the state foreign trade
regulatory authorities performs the functions delegated to it by law
(10).

Regulation of foreign economic processes is a very important
and systemic problem in the modern world. It must ensure the
implementation of a number of basic functions: achieving a
sufficient level of national security; protecting the economic
interests of the state and foreign economic entities; maintaining
the balance of domestic markets and the economic system as a
whole; creating conditions for competition; generating state
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budget revenues, etc. Based on these goals, the state, through its own legislative and executive
authorities, should ensure that all participants in foreign economic activity comply with the established
norms, principles and approaches that will help achieve and maintain an optimal level of the business
environment in the country.

State customs in Ukraine is carried out by the State Customs Service, which has to ensure that
foreign economic operators comply with the system of provisions that act as customs rules. For this
purpose, the customs authorities are, of course, granted the relevant powers. These powers include,
among other things, issues related to ownership of certain objects involved in foreign economic
activity.

In general, foreign economic flows represent the movement of certain groups of objects, both tangible
and intangible. These flows, in particular, include the exchange of goods, services, securities, intellectual
property, etc. At the same time, these same objects are the respective objects of property rights of
international business participants, since in foreign economic activity the concept of property is actually
identified with the concept of goods, as goods are understood to mean any products, services, works,
intellectual property rights and other non-property rights intended for sale.

Property in foreign economic activity may also include, in addition to manufactured end products,
means of production (including vehicles), cash, shares, other securities, and other property for consumer
and industrial purposes.

The traditional understanding of property is based on the fact that the mechanism of property relations is
based on the right of ownership of certain objects. Moreover, property is understood not only as belonging
to a particular person and not only as the relationship of that person to them, but also as a system of
social relations regulated by law regarding the possession, disposal and use of certain objects. Possession,
disposal and use are three levels, three sections of the totality of the owner’s rights. In real life, these levels
of property rights can acquire a rather complex and dynamic actual content, based on the fact that both
the right holder and the state as a regulator can change the ratio of potential and actual property rights in
a certain way.

Private property is a very important component of modern social life and business organisation.
It creates freedom of entrepreneurship and generates the corresponding interest of its subjects.
However, in the civilised world, there are no unregulated and unlimited private property rights. This
also applies to foreign economic activity. In certain cases, provided for by the regulatory «rules of
the game», certain objects included in foreign economic flows may be transferred to the state free of
charge or forcibly seized from the owner by a court or other competent authority as a sanction for an
offence (11). In other words, in the foreign economic sphere, certain management decisions are made
on an almost regular basis that directly affect property rights and may lead to their transformation.

In our opinion, it is advisable to distinguish three separate forms of the process of transformation
of property rights of international business entities in the course of customs procedures and customs
regulation of foreign economic activity. We are talking about free, conditionally compulsory and
compulsory transformation of ownership rights to certain objects (Fig. 1).

Free transformation. It takes place without direct interference of customs and other state authorities
in certain foreign economic processes and management actions. Forms of free transformation, i.e. the
transfer of ownership rights from foreign economic operators to the state for objects crossing the customs
border, include

a) deliberate transfer of property rights to the state as a result of the application of the customs
regime «waiver in favour of the state;

b) classification of property as «ownerless» due to certain circumstances.

With regard to the first situation, the application of the «abandonment in favour of the state» regime
applies to goods under customs control in the customs territory of Ukraine, which the owner has abandoned
in favour of the state without imposing any conditions in his favour. Such a situation may arise in various
circumstances, in relation to different forms of foreign economic activity and respective customs regimes.
These may include, for example, the unwillingness or inability of a foreign economic operator to pay all
necessary taxes and duties on a particular property item that has been placed under customs control, if
they are significant; or the inability to obtain the relevant permits when certain property items cross the
customs border and, moreover, the high transport costs for returning these items to the country of export,
etc.
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Figure 1. Forms of transformation of property rights of international business entities
under customs regulation

This transformation of ownership relations has certain contradictions with the interests of the state.
Moreover, in some cases, it may not be profitable for the state to allow the use of this customs regime at
all. In particular, the economic inexpediency of accepting objects under the «refusal in favour of the state»
regime should be based on the inability to obtain sufficient profit from goods whose storage or use period
has expired; goods requiring special storage conditions when the customs authority is unable to provide
such conditions; goods whose storage and sale costs will exceed the amount of proceeds from their sale,
etc. In other words, if it costs the state more money to receive, store and dispose of a «donated» foreign
economic object than it can receive as a result of its sale or use, this should be considered an economically
disadvantageous transformation of property rights, and the state should refuse this «offer». Therefore,
it is indeed advisable that the legislation should contain appropriate prohibitions and restrictions on the
inclusion of certain categories of property in this customs regime.

As for the second situation (the «ownerless» form), it is obvious that property may be considered
ownerless if there is evidence of the absence of a real owner. Such a situation may arise, in particular, as a
result of the death, incapacity or disappearance of a foreign economic operator - the owner of the relevant
goods, property, etc. - if the heir does not claim these property objects, or the unwillingness of the operator
to appear to clarify ownership of objects under customs control, etc.

At the same time, it should be noted that the customs «rules of the gamey, along with the possibility of
free transformation of ownership rights to objects involved in foreign economic activity, also provide for
the use of «forced» transformation of ownership rights to objects crossing the customs border of Ukraine
- in the form of conditional and absolute forced transformation.

A conditionally compulsory form of property rights transformation. It provides for the transfer of
ownership of objects under customs regulation not as aresult of a certain free act. In such cases, international
business entities (the current owner) give up their property rights to the relevant object, which, due to
certain circumstances (violation of customs rules), has led to unfavourable property obligations to the
state in the form of large administrative penalties for the entity.

The absolute compulsory form of property rights transformation does not provide for free decisions
on the part of the foreign economic operator - the owner of a certain object. In such cases, the customs
regulator has no alternative but to include a compulsory mechanism for transferring ownership of the
object.

In our opinion, in the context of the «compulsory» component of the transformation of ownership
rights of foreign economic operators to certain objects, a number of important and rather ambiguous
issues arise from an economic point of view. Basically, they all boil down to whether it is economically
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feasible for the state to apply the most severe means of punishing violators of customs rules (such as
confiscation) or whether it is more efficient to use administrative levers.

Assessment of the effectiveness of customs institutions in restricting the property rights of international
business entities should be carried out in several main areas. One of them involves the analysis and
comparison of the amount of material income from the direct acquisition of certain objects by the state as
a result of regulatory activities and various state expenditures - direct and indirect.

Among the direct costs of the state, in particular, are the expected expenses of state bodies during the
temporary disposal of seized and detained property (storage, protection, transportation, etc.), their return
to the legal owner or their final transfer to the state.

Indirect costs of the state should be considered, for example, shortfalls in the state budget due to
the introduction of certain customs restrictions for foreign economic operators. Such «lost profits» will
include potential mandatory taxes, fees, and payments not received by the state in respect of property
involved in foreign economic activity that became the property of the state as a result of violations of
customs legislation by foreign economic operators. It is possible that such shortfalls in the state budget
may reach significant amounts. For a relative quantitative benchmark, we can take the size of the average
daily transfer to the budget of customs duties and other taxes and fees: in 2023, this figure was UAH 1.27
billion (it should be taken into account the monthly growth of this indicator: for example, in October
2023, it was UAH 1.56 billion) (12). Table 1 shows the scale of the problem of customs rules violations in
Ukraine in 2022-2023, in particular, by the number of customs rules violations, the number of cases with
seizure of offence items, and the financial weight of customs rules violations.

Table 1
Indicators of violations of customs regulations in Ukraine

Indicator. 2022 2023
Total number of violations of customs regulations 11098 11935
The value of the items of customs rules
violations, UAH billion.
The number of cases of violations considered 9825 3493
by the customs authorities,
including the seizure of items of violations

2,9 8,9

of customs regulations 2250 2962
The value of offences SelZG.:d.by customs authorities, UAH 0.698 0.938
billion.
Number of cases of offences brought to 5701 6912
court by customs
Confiscation of goods and fines imposed 18 20

by courts, UAH billion.
Source: compiled by the authors on the basis of (12).

It should also be borne in mind that the state’s benefit from obtaining ownership of certain objects may
be not only material and financial. For example, the level of benefit from eliminating the potential danger
caused by the possible unimpeded illegal crossing of the customs border of Ukraine by objects owned by
foreign economic operators, which may lead to direct or indirect negative economic consequences, should
be taken into account.

As a result, a comparison of government expenditures and the benefits and income received from the
detention of relevant property of international business entities during customs control will, of course,
provide an answer to the economic feasibility of applying compulsory and conditionally compulsory
forms of transformation of property rights of these entities.

Conclusions. Thus, until the moment when the property objects arrive at the state customs border, the
ownership of these objects belongs to certain participants in foreign economic activity. However, during
the passage of the customs border, the transformation of ownership may occur, and the subject positions
may be adjusted. The forms of transformation of property rights of foreign economic operators are
free, conditionally compulsory, and absolute compulsory. Each form of transformation involves certain

Customs Scientific Journal, Ne 1, 2024 93



management decisions - both on the part of foreign economic operators and customs authorities. These
decisions reflect and attempt to realise certain economic and other interests. In a number of cases, the right
to dispose of property is transferred to the customs authorities of the state. This means the possibility of
deciding on the further fate of the relevant property in terms of allowing or prohibiting its import into the
country of import. That is, at this stage, prerequisites may arise that will limit or complicate the right of
the rightful owner to freely dispose of the relevant objects. In particular, this may happen if the necessary
information (regarding shipping and transport documents) is incomplete or lacking for a smooth border
crossing, or if the declared and actual data regarding the property crossing the border do not match.
Moreover, if the violation is sufficient to warrant the detention or seizure of the relevant property, the state
will transfer the right to possess and dispose of the relevant property until the situation is reviewed and a
decision is made by the judicial authorities.
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Memoro cmammi € 6usnauenns Gopm ma mexanizmie mpancgopmayii 6I0HOCUH 6IACHOCME 6 NPoyect 30IUCHEeHHS
306HIUIHLOCKOHOMIYHUX Onepayitl nio 6NIUBOM MUNHO2O0 Pe2yTI0BAHHS.

Ha ochogi cucmemnozo ananisy npoananizo8aso cykynticmo 8i0HOCUH, NO8 A3AHUX 3 NOMEHYIIHUMU MA PealbHUMU
npoyecamu mpancopmayii npas eLacHocmi cyo '€kmie 306HIUHbOCKOHOMINHOL JIANbHOCTI NIO YAC NPOGEOeHHs
mumnux npoyedyp. Cmamucmuynuil ananiz 003601uU6 GUAGUMU NOMEHYIliHe KiTbKICHe (DIHancose 3HAUeHHs POl
VAPAGNIHCOKUX PitleHb w000 00YiibHOi mpancghopmayii npas AacHOCmi npu 30LUCHEHHI MUMHUX npoyeoyp Os
3a0e3neuenHs eKOHOMIUHUX iHmepecis Oepacasu. Memoo nopigHaAHb 6Y10 BUKOPUCIAHO NPU XAPAKMEPUCTIUYT PI3HUX
popm mpanchopmayii npas enacnocmi cyod '€kmie 308HIUHbOCKOHOMIYHOI QIsIbHOCMI NIO GNAUGOM 30TUCHEHHS.
MUMHUX BPOYeOyp.

Busnaueno maxi gopmu mpancgopmayii npae enacnocmi cyd €Kmis 306HIUHbOCKOHOMIMHOL OIAIbHOCHE Ni0 YaC
NPOBEOeHHs, MUNHUX NPOYEOYP, SIK BLIbHA, YMOGHO-NPUMYCO8A MA AOCOTIOMHO-NIpUMycosa mpancghopmayii. Ymoeu
inbHOI hopmu mpancghopmayii nepedbauaronv Gaxmuyno GilbHUL YRPAGTIHCOKULL 6ubip 3 OOKY ¢y exmy Oisnecy.
Yumosno-npumycosa popma cymmeso 38ys1cye MOMCIUBOCTI MAKO20 YAPAGTIHCHKO20 6UOOPY. ADCOTIOMHO-NPpUMYCO8A
popma mpancgopmayii noguicmio no3oasise cyd €Kma 308HIUHbOCKOHOMINHOTL OISIbHOCIE MONCIUBOCTEN 8UOODY
ma 6NIUGY HA NPOYec Mpanchopmayii npas 61ACHOCHI.

Ilokazano, wjo y cyd’ckmis 308HiluHb0EKOHOMIUHOI Oi3HeC-0IAIbHOCHI 8 PAMKAX NEGHUX CUMYAUill, AKI BUHUKAIOMb
npu NPoBedeHHi MUMHUX Npoyedyp, Moxce 3 AGNAMUCT MONCIUBICIL  BUOOPY BIONOGIOHUX YIPABTIHCOKUX DillleHb
oo ymos mpaucopmayii ix npas na o0 'exmu enacnocmi. QOOHOUACHO Ne6HUl 8UOIP PopMyEMbCa th Y MUMHUX
ynpaesninyis. [lokazani cynepeurocmi inmepecie, sKi MOJCYmMb GUHUKAMU 8 PI3HUX hopmax mpancpopmayii npas
gnachocmi cyd 'ekmig 308HiuHb0eKoOHOMIUHOT disnoHocmi. Cyd ekmu MidCHApOOHO20 Oi3HeCy ma MUMHI OpeaHu
8CMYnaioms y nesui 6IOHOCUHIL, 8 AKUX NPASHYMb GIOULYKAmU HAOLIbUL eKOHOMIYHO 6U2IOHI sapianmu piuleHb ma
mpancgopmayiii 0ns cebde. HoyinbHo epaxosysamu, wo 3uck moi uu iHuioi mpancghopmayii s depoicasu modice
BUABIAMUCA He nuule AK (inancosi pesyiomamu. JJogedero, wo mpancopmayis npas e1acHocmi Ha KOPUCHb
0eporcaslL Ha PIBHI «BONO0IHHAY € He 3A6JICOU eKOHOMIYHO 00YLIbHOIO OJisL 0epoicasi, Oisl il eKOHOMIUHUX THMepPeciB.
Mumni menedoicepu npu nputinammi 6i0N0GIOHUX YNPAGTIHCLKUX pilueHb w000 mpanchopmayii npas nacHocmi
cy0 '€xmie 308HIUHLOCKOHOMIUHOI OIAILHOCI HA 00 €KMU MUMHO20 KOHMPONIO MArOMb NPAGUTLHO 00Upamu
HAUOILIW egheKmUBHI IHCMPYMEHmMU ma pexcumu mpancgopmayii.

KurouoBi cooBa: BracuicTh, Oi3HEC, YNpaBiiHHS, MHUTHI NPOLEAYypH, IEpexiJ MpaB BIACHOCTI,
30BHIIIHE0EKOHOMIYHA JISUIbHICTD.
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THE DEVELOPMENT OF THE TRANSIT POTENTIAL OF UKRAINE:
MULTIMODAL TRANSPORTATION AND CUSTOM ISSUES

Ukraine occupies a unique geopolitical position that has both advantages and disadvantages. It borders on
land with Belarus, Hungary, Moldova, Poland, Romania, Russia, and Slovakia, and on sea with Bulgaria,
Georgia, Romania, Russia, and Turkey.

The article discusses the advantages of such a location, especially at the crossroads of strategically important
trade and transportation routes, which allows the development of transit potential, because, as is known,
the economic situation dominates even the geographical one. The geopolitical position of the country is
extremely advantageous, but at the same time difficult, as Ukraine is located in the buffer zone between the

West and the Russian Federation.

It turned out that this advantage of Ukraine has also become a disadvantage and Ukraine is forced to

defend its independence from the enemy Russia. Russia has destroyed much of Ukraines infrastructure,

transportation and industry.

But the destruction also provides a unique opportunity to modernize Ukraine s economy by building state-of-

the-art infrastructure. A unique combination of political and economic goals can be achieved by investing in

infrastructure, connecting Ukraine to Europe and facilitating access to international markets for the country s

strong industrial base and highly educated workforce. We live in the era of globalization; therefore, it is very
important that the national economy, especially that of our country Ukraine, meets the global requirements of
the world. Due to its advantageous geo-economic location between the West and the East, its central position

in Europe and its abundant natural resources, Ukraine has every chance to become a truly integral part of
this global economy.

The article is devoted to the study of the issue of the possibility of developing the transit potential of Ukraine

with the help of the reform of the transport industry, in particular the multimodal transport, with an important
role being assigned to the proper customs regulation.

Ukraine has a great transit potential, but it is not realized at present. According to the British Institute of
Transport Research, the transit index of Ukraine in 2018 is 3.75 (with a maximum of 5), which is the best
indicator among European countries (for comparison, Poland, which has the second highest indicator, has
only 2.92) (Kurgan M ., Kurgan D, 2018).

The transport system, in particular the railways, has been reformed for a long time, but decisive positive
developments are underway. In addition to railways, the leading place in the professional sense is occupied
by maritime transport. 75% of Ukraine's foreign trade is conducted through sea ports. Normal logistics and
transport routes changed in February 2022 due to the Russian invasion of Ukraine.

Key words: transport infrastructure, transit potential, multimodal transportation, national economy, customs
issue.

JEL Classification: F50.
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growth of macroeconomic indicators of the country. The restoration of Ukraine, the construction of a
sustainable economy is inseparable from investments in transport infrastructure, the development of green
and efficient logistics. Logistics efficiency is measured by the Logistics Efficiency Index.

The Logistic Performance Index (LPI) is a global index that measures the and the state of trade
logistics at the national and international levels. It is a weighted average of six parameters: (1) Efficiency
of the registration process (speed, simplicity and predictability of formalities) by border predictability
of formalities) by border control authorities, including customs; (2) the quality of trade and transport
of trade and transport infrastructure (e.g. ports, railways, roads, information technologies); (3) the ease
of organizing supplies at competitive prices; (4) the competence and quality of logistics and quality of
logistics services (e.g., carriers, customs brokers); (5) ability to track and trace shipments (6) the speed
with which the shipment arrives at its destination in the planned or expected delivery time (Data, the
World Bank, 2024).

The study’s goal of the paper is to demonstrate that developing the green strategy for the multimodal
the growth of transport and establishing digital regulations of customs are vimportant question in the
economical recovery and development. Methods: The paper employs a dialectical blend of theoretical
and empirical approaches to cognition. The primary techniques employed include induction, statistical
analysis, shifts, and comparisons in structural dynamic evaluation approaches.

Certainly, the problems of outdated and worn-out transport infrastructure and insufficient internal
interaction between different modes of transport were aggravated during the armed aggression of the
Russian Federation against Ukraine. However, the support of Ukraine’s foreign partners and the search
for new transport corridors, considering integration processes, currently provide Ukraine with a unique
opportunity to develop transport infrastructure, attract foreign investment, in particular, the development
of multimodal transport infrastructure. On the at the legislative level in 2020, the Government of our
country supported the bill «On Multimodal Transport», developed by the Ministry of Infrastructure,
which will contribute to the will contribute to the protection of the environment only through reorientation
a significant part of transportation from highways to other ecological modes of delivery, and significantly
optimizes time and costs by implementing a single contract for multimodal transport.

The goal of modernization, recovery of the transport complex of Ukraine

Provision of high-quality transport services to business entities and the population, improvement of
transport infrastructure and tariff policy, acceleration of liberalization of customs procedures in transit of
cargo and passengers. Tools for modernization and restoration of the destroyed transport infrastructure
areas, implementation of projects public-private partnership, concession agreements, attracting foreign
direct investment, grants for the recovery of the national economy and integration into European and
global transportation systems (Smerichevskyi, 2022: 7).

The Development of Multimodal Transportation in Ukraine. Increasing the efficiency of freight
transport with the participation of different modes of transport is an important condition for reducing the
imbalance of transport capacities in the transport systems and developing systems and the development of
competition in the market of transport services (Koval, 2018: 167-172).

This is a task that I believe is positively invested in the European integration process of Ukraine. The
European Union is developing a transport policy to create environmentally friendly, energy-efficient and
sustainable mobility. Optimal integration of different modes of transport can be achieved by multimodal
transport.

The European Commission offers technical support to Ukraine in order to establish an environment
that is conducive to the growth and enhancement of multimodal transportation and logistics services
quality. The Ministry of Infrastructure of Ukraine is assisted in developing the concept of primary
legislation in compliance with EU Directive 96/53 on combined transport and in adopting the law
on multimodal transport in Ukraine by the EU-funded project «Support to the Implementation of the
Association Agreement and the National Transport Strategy in Ukraine (AASISTS)». Albert Bergonzo,
a key expert in the EU AASISTS project, said: “The EU experience shows that the implementation
of multimodal transport has significant advantages in terms of safety and environmental impact.
Ukraine, with its vast territory and extensive railway network, is ideally suited for the implementation
of a transport policy that will lead to equal opportunities and the achievement of EU standards, the
provision of new types of transport services and help Ukraine pave the way to economic growthy»
(NATO, 2024).
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A competitive and efficient transport system, innovative development of the transport sector and
international investment projects, as well as safe, environmentally friendly and energy efficient transport
are the results that the AASISTS project aims to support the Ministry of Infrastructure and the relevant
transport authorities and stakeholders. Expertise France and Egis International are working together to
implement the technical assistance project. The project has a budget of 3.9 million euros.

So far, multimodal transportation in Ukraine has only just begun to take shape. The percentage of
container shipping in Ukraine is still incredibly low. Unfortunately, no investments have been made
to create an environment conducive to the development of multimodal transport. Nevertheless, major
international multimodal carriers such as Maersk Line, DHL Global Forwarding, DB Schenker and
Rail Cargo Logistics are already operating in Ukraine. Ukraine has great logistic potential due to its
advantageous location in the «China — EU» region and the need to bring together the West and the
East.

The national transport strategy of Ukraine was approved in May 2018 and is valid until 2030. «Low
level of development of intermodal, multimodal transport, transport logistics» is one of the problems that
needs to be solved in the sphere of transport in the near future (Cabinet of Ministers of Ukraine, Law “On
approval of the National Transport Strategy of Ukraine for the period up to 2030, 2018).

Issues that need to be addressed in the development of multimodal transportation include:

1) Development of an effective competitive multimodal of the national transport system, in particular:
— ensuring the operational compatibility of the national transport system with a multimodal international
transport network; — creation of passenger and cargo logistics infrastructure complexes; — the «six rules
of logistics» in supply chains-freight, quality, quantity, time, place, and cost-that is, the required items, of
the required quality, in the required quantity, delivered at the right time to the right place at the minimum
cost-are assured for door-to-door delivery and fulfillment (Dua, 2019: 167-194).

2) Development and implementation of the appropriate concept (plans) for the development
of multimodal transport and logistics technologies, including — strengthening the legal framework;
— ensuring the development of multimodal transport technologies and infrastructure complexes to
ensure the interaction of various modes of transport; — creating a network of regular container/
multimodal freight train routes synchronized with train routes of EU Member States; — harmonizing
the development of port infrastructure, including capacity ports, railways and highways; — reducing
cargo processing times and formalities in international transport by streamlining administrative
procedures; -ensuring uniform technological compatibility on major transport routes and connections
between transport modes.

3) Creation and execution of the update program (activity plan) railway rolling stock.

4) Ensure the growth of air transport and provide the framework for its sustainable development.

The signing of the Association Agreement between Ukraine and the European Union by the European
Atomic Energy Community and its Member States (the Ukraine-EU Association Agreement, Chapter 7
«Transportation») was a crucial step — in fact, the main reason — on the way to establishing the regulatory
and legal framework for multimodal transportation in our country (Association Agreement, 2024).

The Law of Ukraine «On Multimodal Transportation» (CIS Legislation, 2021). The Law of Ukraine
«On Multimodal Transportation» defines multimodal transportation as the transportation of goods by two
or more parties using one mode of transportation on the basis of a multimodal transportation contract
executed in accordance with the multimodal transportation document.

Firstofall, it provided a precise definition of the basic terms used in the field of multimodal transportation,
including integrated cargo transportation, multimodal terminals, multimodal transportation contracts and
others. The aim of the law is to reduce the use of motor vehicles in transport by shifting a significant part
of transport to road transport (long distance transport) and using more environmentally friendly transport
methods, which create conditions for promoting and maintaining the health of the population. In addition,
the legal and organizational principles of multimodal cargo transportation in Ukraine are determined. In
addition to providing economic benefits to the country’s economy, the law aims to reduce automobile
traffic by shifting a significant portion of traffic to road transportation.

In addition, Ukraine does not currently have a state policy for the development of multimodal transport.
Nevertheless, the full implementation of state initiatives for the construction and repair of transport
infrastructure under the Recovery Plan of Ukraine can help to effectively revitalize the functioning of
domestic multimodal transshipment terminals under the current circumstances.
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Dufferent transport processes

A & auto- or —-raill— or —air-— or —-shipping-——

Intermodal Transportation 2+more types of transport

Several operators with own responsibilities
Several transport declaration + different tanff rates

Sewveral transport process+goods are not loaded

@+ ®+ _®+ @B

Multimodal Transportation 2+more types of transport

1 operator and 1 responsibility
Single transport declaration + single tanff rate

Single beended transport process+ goods are not loaded

Resource: developed by the author

Limitation in the connection East and West through Ukraine

1) Ukraine is not a part of EU and has additional transport borders and taxes

2) High cost of shipping (Ukraine uses Sulynskyi Romania Channel and pay for it)

3) Loss of own deep-sea shipping channel (DSC) from the Black Sea to the Danube along the Prorva
channel

4) Not realizing own quite alternative deep-sea shipping channel Danube-Black Sea along the Kili
branch

5) Old infrastructure, technical and technological limitations

6) Operational incompatibility

7) Absent real transport hub in Ukraine

8) Legal limitations

9) Bureaucratic limitations

10) Absence General Real detailed not Declarative Plans for each kinds of transport (based on the
International law and agreements) Absence the integrated Transport Policy, that will connect all kinds of
transports and provide multimodal potential

Achieving multimodal transportation: What we have and what we need

What we have:

1) Geopolitical location of Ukraine between West and East, transit potential

2) Products for export: products of the agro-industrial complex, food industry, natural gas, metallurgical
complex and machine building.

3) The laws of Ukraine on multimodal transportation, for investment activity, public-private partnership

4) Transport infrastructure

5) Government policy in this sphere and government agencies, international transport organizations

What we need:

1) Review and search alternative transport corridors

2) Review and adopt the legal regulatory of Ukraine for the real provision of multimodal transportation
and relative’s services, including the Contract Code, Tax Code, Customs Code and others

3) Renovate and improve transport infrastructure

4) Create a system of multimodal container transfers in Ukraine

5) Implement the principles of green logistics
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6) Concrete government policy, make certain detailed and based plan (not declarative) of the cooperation
between government agencies and international transport organizations, develop public-private partnership
in this sphere and think what type of the PPP will be the most perspective and reasonable.

Customers issues in the development of the multimodal transportation

It is impossible for terminal capacity development in Ukraine to take place without official support.
As the only entity capable of controlling infrastructure development, the public sector should always take
the lead in both regulating and initiating it. Currently, one of the most talked about government structures
is Customs. The way the transportation and shipping industry operates determines how companies in the
sector conduct their daily operations (Hutsul, 2021).

The interdependence of economies and global supply chains required the growth of transportation
infrastructure, and to keep up with business demands, customs procedures needed to be modernized
and digitized. The use of standardized data formats, such as those provided by the World Customs Data
Model organization, facilitates data exchange and interaction between different customs systems, both
domestically and internationally.

By automating and expediting customs processes and minimising errors and delays at the border
caused by human document processing, electronic customs contribute to the efficiency of handling high
commerce and transit volumes.

The Union Customs Code, the EU’s flagship project to create a modern, paperless customs environment,
has made the EU a leader in the adoption of electronic customs.

The preparation and adoption of key legislation, together with several months of work related to the
entry into the New Computerized Transit System (NCTS) for national transit, were crucial components
of Ukraine’s customs integration with the EU. From the first Ukraine began the worldwide use of NCTS
in October 2002, when it became a member of the Convention on the Common Transit Procedure. The
Convention on the Common Transit Procedure was incorporated into the national customs legislation.

The main advantages of electronic filing of customs declarations form has a significant reduction
in the time spent on customs clearance, elimination of subjective subjective factor in this process and
general simplification of the procedure customs clearance of goods and vehicles. But one thing is certain,
considering the challenges of the development of multimodal transport, the issue of the procedure
for electronic customs clearance of goods under a single waybill requires close attention and proper
development with further implementation.

In addition, e-Customs reduces the openness, predictability and harmonization of customs procedures,
which undermines the development of trust between traders and customs administrations and a positive
business climate (Mykulyak, 2019: 53-66).

The need to strengthen the position of customs infrastructure objects is obvious and is supported by
examples of positive dynamics of their development from the international customs practice, in particular
with the course of European integration and the development of multimodal transportation.

Conclusions. The current management structure of the transport system, the quality of the infrastructure,
and the organization of cargo and passenger transport in many respects do not meet international
standards, which is detrimental to Ukraine’s aspirations to be integrated into the trans-European transport
network. The development of the state industry of wartime transport policy, the use of public-private
partnerships, the decentralization of management, and the expansion of the transport potential complex
for the defence and military economy are necessary to make the transport complex in Ukraine more
competitive (Smerichevskyi, 2022).

The development of a state program for the harmonious growth of multimodal infrastructure is critical.
This program should be based on a review of current terminal capacity and projected and actual cargo
flows.

Examples of positive dynamics of their development from the international customs practice, especially
in the course of European integration and development of multimodal transport, support the obvious need
to strengthen the position of customs infrastructure objects.
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PO3BUTOK TPAH3UTHOI'O IIOTEHIIAJY YKPATHHA: MYJIbTUMOIAJIbHI MIEPEBE3EHHS
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Vrpaina 3aiimac ynikanvhe eeononimuune nonodjcenus, ake Mac Ax nepegazu, max i neoonixu. Mecye na cyuii 3
binopyccio, Yeopwunoro, Monoosorw, Honvwyero, Pymynieio, Pocicio ma Crnosayuunoio, a na mopi 3 boneapiero,
I pysiero, Pymyniero, Pocicio ma Typeuyunoio.

Y ecmammi poskpumo numanna nepesazu maxkozo po3mauty8anHsl, 30Kpema Ha nepexpecmi CmpameivHo 8axiCIusuUx
MOP206O-MPAHCNOPIMHUX WLISXIB, 1O D0360TAE POIGUSATNY INPAHZUMHULL NOMENYIAT, addice, K 6I00MO, eKOHOMIUHe
NON0JICEHHS DOMIHYE HABIMb HAO 2eoepaiunum. [ eononimuune noL0NCeHHs 0epPAHCABU, X0U | HAO38UUALIHO BURIOHE,
ane 600HOUAC CKNAOHe, OCKIbKU YKpaina 3naxooumvcs 6 Oygepniii 3011 midic 3axo0om ma p.

3acosano, ujo ysa nepesaza Yxkpainu maxosc cmana ne0onikom i Ykpaina smyuena idcmorioeamu c010 He3aielCcHicmb
6id sopoea Pocii. Pocia snuwuna 6 Yxpaini baeamo inghpacmpykmypu, mpancnopmy ma npomMuciogocmi.
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Ane pytinysanns maxoxc 0ac YHIiKIbHY MONCAUBICHIL MOOEPHIZyeamu eKoHoMiKy Ykpainu wuiaxom nodyoosu
HaucyvacHiuol inpacmpyxkmypu. YHikaivHoeo nOEOHAHHS NOTIMUYHUX MA eKOHOMIYHUX Yiell MOJICHA docsiemu
WSXOM IHeecmuyill 8 iRgpacmpykmypy, 38 azyrouu Yrpainy 3 €6ponoio ma cnpusioyu 6Uxo0y nomyscHOI BPOMUciogoi
Oazu Kpainu ma 8UCOK00CEiueHol pobouoi cunu Ha MidcHapooHi purku. Mu scusemo 6 nepiod enobanizayii; momy
Qyoice 8aNCIUB0, W00 HAYIOHATLHA eKOHOMIKA, 0COONUE0 HAWOT Kpaiu Ykpainu, 6i0nogioana enooaibHum umo2am
ceimy. 3eadicarouu Ha eueione ceoexonomiyne posmautysanns mixe 3axooom i CXodom, yenmpaibHe nor0JCeHHS
¢ €sponi ma uucienHi npupoori pecypcu, Yrpaina mae 6ci wiancu cmamu cnpagoi Hesio €EMHOW YACMUHOI Yiei
2100aNbHOT eKOHOMIKLL.

Cmammsa npuceauena 6UYEHHIO NUMAHHA MOXCIUBOCHII DO3GUMKY MPAH3UMHO20 nomeHyiany YKpainu 3a
00NOMO2010 PeDOPMYBAHHS MPAHCIOPIHOL 24TTY31, 30KPeMA MYTbMUMOOATbHO20 MPAHCTIOPMYBAHHS 13 RPUOLIEHHSM
3HAUHOT PONT HANEHCHOMY MUMHO20 Pe2yIH0EAHHIO NPU YbOMY.

Vxpaina mae senuxuii mpanzummnuii nomenyian, aie Hapasi we peanizoéanuil. 3a danumu bpumancvroeo incmuniymy
MPAHCNOPMHUX OOCHIONCEHb, NOKAZHUK mpanzuny Yipainu ¢ 2018 poyi cmanosums 3,75 (npu makcumymi 5), ye
HAUKpawuil NOKA3HUK ceped €8ponelicbkux Kpaiu (01a nopisuauna ¢ Llonvwi, sxa € 0pyeoio 3a NOKA3HUKOM 1 Mae
quwe 2,92) ( Kypean M., Kypean /], 20186).

Boice dasno mpancnopmua cucmema, 30Kkpema 3anizHuYs, peopmyemvcs, aie supiuatbti NO3UMUEHI 3pyuenHs
6 npoyeci. Kpim sanisnuyi, nposione micye 6 npoghecitinomy cenci 3aumae mopcvkui mpancnopm. Yepez Mopcoki
nopmu 30iucHioemvcs 75% 306Hiwnb0i mopeieni Yxpainu. 3euvaiina noeicmuka ma mpancnopmui Mapupymu
suinunucs é iomomy 2022 poxy HACTIOOK POCIiCbK020 8MOP2HEHHA 8 YKpainy.

Kurouosi ciioBa: TpancnoptHa iHpacTpyKTypa, TpaH3UTHUI TOTEHLIial, MyJIBTUMOAAJIbHI IepeBE3EHHS,
HallioOHaJIbHAa €KOHOMIKa, MUTHE ITUTAHHS.
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ACTIVITIES OF THE WORLD CUSTOMS ORGANIZATION
IN PROMOTING GENDER EQUALITY AT CUSTOMS

Purpose. The article highlights the main stages of formation and development of the World Customs
Organization's legal framework for promoting gender equality and diversity at customs. The author
emphasizes that in the science of international law, the issue of the WCO's activities in promoting gender
equality at customs has not been the subject of research at the doctrinal level.

Method. The article uses the systematic method to analyze the genesis and further evolution of the WCO
norms on gender equality; the formal logical method is used to analyze the legal basis of the WCO in the
field of gender equality; the axiological method is used to characterize the gender equality in the practical
activities of the WCO and the specialized institutions it has created.

Results. It is noted that the WCO s activities in this area were launched in 2013 when the international forum
conference “Women in Customs, Trade and Leadership” was organized, which focused on the problems
of observance of women's rights in the labour sphere; issues of taking into account women's potential and
observance of gender equality and diversity in customs activities, etc. Subsequently, the WCO has developed
legal instruments, including the following: WCO Declaration on Gender Equality and Diversity, Arusha
Declaration (revised), Anti-Corruption and Integrity Program (A-CIP), Model Code of Ethics and Conduct,
WCO policy documents (Strategic Plan 2022-2025, Implementation Plan 2023/2024), etc. that contain
Sfundamental norms on gender equality and diversity and impose obligations on WCO member states to
implement them in the activities of customs. The article focuses on the practical activities of the WCO in
this area. The role of specialized institutions aimed at facilitating the exchange of experience and promoting
the principle at the strategic level is emphasized: Gender Equality and Diversity Network, Virtual Working
Group on GED.

Conclusions. The author concludes that the inclusion of the issue of gender equality in customs by the WCO
is aimed at increasing the level of protection of the rights of customs officers themselves from unlawful
attacks on honour and dignity (for example, inclusion of provisions prohibiting sexual harassment, violence),
observance by the administration of labour rights regarding decent and equal pay, conditions of employment
and dismissal, occupation of positions, including managerial positions, by representatives of both sexes, etc.
As well as the observance by customs personnel of the rights of persons using customs services, which in turn
will undoubtedly increase the level of public confidence in the employees of these structures.

Key words: gender equality, ethical standards, protection, human resources, international organization,
human rights, personnel.
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Introduction. Gender equality is a fundamental human right,
proclaimed as a principle of equality between men and women by
the UN Charter of 1945 (Preamble, Article 8) (UNC 1945), it is also
a necessary basis for a peaceful, prosperous and sustainable world.
Promotion of gender equality is crucial for all areas of a healthy
society: from reducing poverty to improving the health, education,
protection and well-being of men and women, girls and boys. Women
and girls make up half of the world’s population and thus half of
its potential. However, gender inequality persists everywhere and
hinders social progress.

The process of developing and adopting gender-based norms
took many years. Its essence lies not only in the development and
updating of the legal framework, but also in the creation by the
international community of additional controlling bodies, expansion
of their powers and improvement of their activities. The principle
of gender equality was developed in the Universal Declaration of
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Human Rights of 1948, with the adoption of which gender equality became part of international human
rights law. This landmark document in the history of human rights recognized that “All human beings are
born free and equal in dignity and rights” (Article 1) and that “everyone is entitled to all the rights and
freedoms set forth in the present Declaration, without distinction of any kind, such as race, colour, sex,
language, religion, ... origin or other status” (Article 2) (UDHR 1948). The norms of gender equality are
an integral part of the International Covenant on Civil and Political Rights of 1966, according to which
“all persons are equal before the law and are entitled without any discrimination to the equal protection of
the law. In this respect, discrimination of any kind shall be prohibited by law and the law shall guarantee
to all persons equal and effective protection against discrimination on any ground such as race, colour,
sex, language, religion, political or other opinion, national or social origin, property, birth or other status
(Article 26) (ICCPR 1966).

Subsequently, the principle of gender equality was reflected in international acts of universal
and regional levels relating to various areas of human rights: ensuring political rights, combating
discrimination, labour relations, economic sphere, etc. (Convention for the Suppression of the Traffic in
Persons and of the Exploitation of the Prostitution of Others of 1949, Convention on the Political Rights
of Women of 1952, The Convention on the Elimination of All Forms of Discrimination against Women
of 1979, the International Covenant on Economic, Social and Cultural Rights of 1966 (Articles 3, 6, 7,
8), the Convention for the Suppression of the Traffic in Persons and of the Exploitation of the Prostitution
of Others of 1993, the International Labour Organization Conventions No. 100, No. 111, No. 156,
No. 190, No. 198, Council of Europe Convention on preventing and combating violence against women
and domestic violence of 2011 (Istanbul Convention), etc. Furthermore, gender equality is a priority
of the 2030 Agenda for Sustainable Development and its 17 Sustainable Development Goals (SDGs),
adopted by world leaders in 2015, which embody a roadmap for sustainable progress that leaves no
one behind. Each of the 17 SDGs assigns an exceptionally important role to women, with many targets
directly aimed at recognizing women’s equality and promoting their empowerment. Thus, Goal 5 directly
refers to “achieving gender equality and empowering all women and girls” (SDG 2030).

The inclusion of gender equality and diversity (hereinafter referred to as GED) in the capacity building
and development programs of international intergovernmental organizations, in particular the World
Customs Organization (hereinafter referred to as WCO) (founded in 1952 as the Customs Cooperation
Council (CCC)(CECCC 1952), which is an independent intergovernmental body whose mission is to
improve the efficiency of customs administrations), which represents 185 customs administrations (as
of 2024) around the world, makes it possible to promote this principle in the activities of customs. This
process has a significant impact on the human resources involved in the functioning of customs.

The above indicates the relevance of the chosen research topic and its importance for guaranteeing
and protecting the rights of employees of international intergovernmental organizations, in particular the
WCO, and promoting the principle of gender equality at customs.

State of development of the issue. It should be noted that in the science of international law, the
general issues of customs cooperation, the status of the World Customs Organization, trade facilitation
and women’s participation, the activities of international intergovernmental organizations and the status
of personnel, and human rights violations are addressed by both domestic and foreign authors, including:
I. Kolodii, A. Kredisov, Ya. Musyka, I. Panov, S. Perepiolkin, L. Fomina, P. Fomin, De Wulf, Luc, Héctor
Hugo Juarez Allende, Carsten Weerth, Sokol, José B., Tadatsugu Toni Matsudaira, and others. At the same
time, the issue of the WCQ’s activities in promoting the principle of gender equality at customs has not
been the subject of a doctrinal study.

The purpose of the article is to highlight the issue of the WCO’s implementation of the principle of
gender equality at customs and its importance for the activities of staff and the public.

Methodological basis. The following methods of scientific cognition were used in writing the article:
the systemic method was used to analyze the genesis and further evolution of the WCO norms on gender
equality; the formal logical method was used to analyze the legal basis of the WCO on gender equality;
the axiological method was used to characterize the gender equality in the practical activities of the WCO
and the specialized institutions it has created.

WCO activities in the development of legal instruments to ensure gender equality

Getting down to the main material, it should be noted that the World Customs Organization, being the
global center of customs expertise and the only international organization with competence in customs
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matters that can fairly call itself the voice of the international customs community, given the number
of its members, began its work on promoting gender equality in customs in 2013, when it organized
the international conference “Women in Customs, Trade and Leadership”, which brought together 160
participants from 50 countries. The conference addressed the problems faced by women traders and raised
the issue of the need to involve women’s organizations in discussions on international trade. During the
conference, the speakers reviewed a number of challenges faced by women traders, as well as a number of
initiatives, including customs reform, which the international donor community is undertaking to address
these challenges. They also spoke of the importance of engaging men in discussions on gender equality,
and of having a wide range of women’s organizations participate in discussions with the international
trade community, including customs, if women are to contribute fully to social and economic life, and to
the development of their communities and societies through trade.

The forum also noted that customs administrations play an important role in supporting the economic
empowerment of women, especially women traders. Those administrations that consult with traders -
especially women’s business associations - and provide clear information on customs procedures can play
a very constructive role in supporting women’s economic empowerment, including their participation
in international trade. Further initiatives proposed at the conference included product-specific customs
information with a focus on goods predominantly traded by women, as well as dedicated customs clearance
channels for women.

The conference benefited from concrete examples of how women’s leadership is manifested at the
organizational level, both inside and outside the customs community. The forum argued that women’s
leadership could help reduce corruption, increase employee engagement, and improve teamwork. Most
importantly, delegates heard a range of perspectives on how diverse organizations - those that bring out
the best in men and women - can benefit enormously from a broader range of talent (WCO Conference
2013).

As aresult of the conference, the WCO developed the Gender Equality Organizational Assessment Tool
(GEOAT), which aims to help Customs administrations assess their policies, practices and activities to see
how they can address GED in a holistic manner within their various areas of competence, both internally
in human resource management and externally in border operations and stakeholder engagement. With the
support of members, WCO updated the tool in 2019, adding new content, including definitions of GED-
related concepts, a section on how to implement gender mainstreaming through project management, and
new cross-cutting indicators needed to implement gender mainstreaming.

As part of the Gender Equality and Diversity component of the West Africa Security Project (WASP),
further updates have been made to make the tool more user-friendly. A new dedicated section on safety
and security has also been developed and a template has been added to assist member states in conducting
a self-assessment (WCO promotes GED).

The WCO has developed legal instruments aimed at ensuring gender equality and diversity. A key
milestone in this direction was the adoption by the WCO Council in December 2020 of the WCO
Declarations on Gender Equality and Diversity (DCCCGE 2020). The document calls on all customs
administrations to pursue a policy of non-discrimination on the basis of gender or ethnicity and/or
other grounds in accordance with the anti-discrimination laws in force in the Member States. Calls on
Member States to ensure that all customs officers are treated fairly, based on their performance and
ability to perform their work, and that they have equal opportunities in terms of recruitment, career
development, salary, benefits, disciplinary measures, termination of employment and dismissal.
Encourages customs administrations to share their experiences in implementing gender equality and
diversity in customs; encourages customs administrations to share best practices in methodologies
for tracking and evaluating the effectiveness of the implementation of gender equality and diversity
in customs, including the collection of gender-disaggregated data to encourage voluntary reporting
of work in this area. Advocates for enhanced cooperation with all stakeholders on gender equality
and diversity, including other government agencies (OGAs), private sector representatives (including
women entrepreneurs’ associations) and border guard associations, and calls for a strengthened
harmonized and coherent approach to creating a gender equitable and inclusive work environment at
all stages of the trade process. Supports the promotion of a work-life balance among customs officers
by providing them with flexible working conditions to the extent possible in order to create a healthy
working environment. Emphasizes the importance of preventing any type of harassment and/or
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gender-based violence among customs officers or by customs officers against the public and vice versa
in all areas of customs work. Encourages customs administrations to continue to create opportunities
for women and other underrepresented groups of employees to take up leadership positions through
targeted initiatives, such as mentoring programs, and encourages the WCO Secretariat to commit to
disseminating gender equality and diversity policies as an example to customs administrations.

It should be noted that the legal acts adopted by the WCO aimed at ensuring integrity are also
relevant to the promotion of gender equality and diversity. Among the legal instruments of the WCO
is the Arusha Declaration adopted in 1993 (81/82 Council Session), revised in 2003 (101/102 Council
Session) (Revised Arusha Declaration 2023), dedicated to effective management and integrity at customs.
It emphasizes that the issue of integrity is of paramount importance if customs authorities are to gain
and maintain the trust and confidence of the public. The Declaration recognizes the negative impact of
corruption on the effective functioning of a particular governing body and establishes principles that
should be taken into account by customs authorities when developing their national programs to ensure
integrity at customs. In our opinion, the following principles have a significant impact on ensuring gender
equality: 1) adoption and development of norms regulating the behaviour of customs service personnel
(principle 7, Standards of Conduct); 2) establishing requirements for the conditions of recruitment and
employment of staff (ensuring sufficient salaries, other remuneration and conditions to enable customs
officers to maintain a decent standard of living; recruiting and retaining staff who have and are likely to
maintain high standards of integrity; ensuring that selection and promotion procedures are free from bias
and favoritism and are based on merit, etc.) (principle 8, Human Resource Management); 3) maintaining
morale and organizational culture, which involves ensuring proper training and professional development
of customs officers upon recruitment and throughout their careers to continuously promote and reinforce the
importance of maintaining high ethical and professional standards (principle 9, Morale and organizational
culture). In 2019, the WCO has launched the Anti-Corruption and Integrity Promotion (A-CIP) Program
2019 in response to the recognized high costs of corruption in customs, offering a results-based approach
to integrity-related capacity building initiatives.

The norms on gender equality and diversity are also reflected in the Model Code of Ethics and Conduct
of the WCO. It regulates the behaviour of customs officers with the public, in particular, the document
prohibits customs officers from engaging in any discriminatory actions based on race, nationality or
ethnic origin, religion, age, sexual orientation, disability or any other discriminatory grounds (Article 3).
It also imposes obligations to create a proper working environment for customs officers. It states that all
employees have the right to a healthy and safe workplace free from discrimination and harassment, in
which individual and organizational goals can be achieved. It emphasizes that commitments to fairness
and non-discrimination are key to customs maintaining standards of fairness, ethical behaviour and
accountability. All employees must be active in ensuring that the customs work environment is free from
discrimination and harassment of any kind, including sexual harassment (Article 11.2).

Ensuring gender equality is at the centre of the WCO’s policy documents, and is covered by the strategic
objective - organisational development (SO4). Among these acts is the Strategic Plan for 2022-2025, which
states that the main tasks of the organization will be to measure performance, gender equality and diversity,
integrity, human resource management, realization of potential, strategy building and improvement of the
pool of experts (Strategic Plan 2022-2025) (IV. Strategic Levels). To complement the Strategy, the Group
also developed the 2022/2023 Implementation Plan and the 2023/2024 Implementation Plan, which focus
on the implementation of the strategic goals set out in the 2022-2025 Strategic Plan.

WCQO’s practical activities to ensure gender equality

The WCO calls on all Customs administrations and the Secretariat to implement comprehensive and
sustainable policies, procedures and measures to promote gender equality and diversity at customs in
accordance with the obligations set out in the above-mentioned instruments of the organization. It also
calls on governments, the private sector and members of the international community to support these
provisions.

The WCO has also developed training materials to further assist its members in the practical
implementation of gender equality, diversity and inclusion. This blended learning package, originally
developed in 2018, has been continuously improved over the years to the point of developing e-learning
modules with free access, which helps to expand the audience. Since 2020, the WCO has also included
GED-related questions in its annual survey to monitor member countries’ progress in this area.
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In addition, the WCO regularly publishes guides on gender equality and diversity in customs, showcasing
various examples of how its members are working to further advance this program in their respective
administrations. Such guides were released in 2020 (first edition) (Compendium 2020) and 2023 (second
edition) (Compendium 2023). The updated Compendium 2023 provide information on gender equality and
diversity in the context of anti-corruption and integrity efforts at customs, including dispelling myths and
preconceived notions about gender and integrity. It also presents the revised WTO Arusha Declaration from a
gender perspective. It summarizes the key points of gender mainstreaming and integration in integrity project
management, and provides examples of how gender equality and diversity can be realized when interacting with
project stakeholders. It provides several examples of the importance of using gender-sensitive and inclusive
language when it comes to honesty. Finally, it provides some thoughts on further ways in which customs
administrations can consider gender equality and diversity in the context of anti-corruption efforts at customs,
citing examples from the work of the WTO’s A-CIP program, such as the Customs Integrity Perceptions Survey
(CIPS) and the Next Generation Network (NGN).

To disseminate information, the WCO uses not only collections (guides) but also produces video material.
For example, a video on the links between gender equality and integrity was launched on the occasion of
the International Anti-Corruption Day in 2023 to help WCO members implement gender-sensitive and
inclusive anti-corruption measures (see: https://www.youtube.com/watch?v=ctmWuaQqJgs).

It should also be noted that the WCO has created the following specialized institutions: 1. The WCO
Virtual Working Group on GED (established in 2017) aims to provide a platform for members to share
experiences and raise awareness of GEOAT. The group consists of appointed representatives of member
countries and meets twice a year. For example, the topic of discussion with the WCO’s Anti-Corruption
and Integrity Program (A-CIP) in 2020 was the links between gender equality, inclusion and integrity.
The participants concluded that corrupt behaviour is not a matter of gender, but rather a matter of personal
attitude and influence. It was also emphasized that women and men experience, perceive and suffer from
corruption differently, which should be taken into account when developing effective integrity strategies.
Finally, it was also concluded that improving gender equality and inclusiveness in general could have
a positive impact on the prevention of corruption. Participants also addressed various assumptions and
misconceptions about gender and integrity, providing specific examples from their own experiences. It
was concluded that corrupt behaviour is not a matter of gender, but of personal attitude and influence. It
was also emphasized that women and men experience, perceive and suffer from corruption differently,
which should be taken into account when developing effective integrity strategies. Finally, it has also been
concluded that improving gender equality and inclusiveness in general can have a positive impact on the
prevention of corruption (The WCO Virtual Working Group).

2. In 2022, the WCO launched the Network on Gender Equality and Diversity (hereinafter referred to as
the Network) (Network GEDC 2022) - a high-level body that aims to facilitate the exchange of inspiring
experiences on advancing this agenda at the strategic level. The Network, which meets annually through virtual
conferences, advocates for the need and benefits of implementing gender-responsive and inclusive policies at
customs and encourages increased and sustained support from senior management, as well as collaboration
with private sector stakeholders on these issues. The Network intends to work with its members to continue
this theme, in particular through its various capacity building programs and through the GED Virtual Working
Group. The WCO Network on Gender Equality and Diversity in Customs is hosting an annual virtual global
conference, launched on International Women’s Day in 2022, to raise awareness and support ongoing work on
gender issues. In particular, the focus of the 2023 conference was on staff engagement and GED assessment to
increase gender equality and diversity in customs administrations.

Conclusions. Given the above, it should be noted that the WCQO’s inclusion of the issue of gender
equality in customs is aimed at increasing the level of protection of the rights of customs officers
themselves from unlawful attacks on honour and dignity (sexual harassment, violence), the administration’s
observance of labour rights regarding decent and equal pay, conditions of employment and dismissal,
holding positions, including managerial positions, by representatives of both sexes, etc. As well as the
observance by customs personnel of the rights of persons using customs services. Legal instruments
developed by the WCO include: The WCO Declaration on Gender Equality and Diversity, the Arusha
Declaration (revised), the Anti-Corruption and Integrity Program (A-CIP), the Model Code of Ethics
and Conduct, and WCO policy documents (Strategic Plan 2022-2025, Implementation Plan 2023/2024)
contain standards of conduct for customs personnel that should help guarantee the rights of customs
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personnel and increase public confidence in the representatives of these structures. Multilateral forums
that facilitate the exchange of experience and the development of norms of behaviour in ensuring gender
equality are essential. Institutional structures, namely: The Gender Equality and Diversity Network and
the GED Virtual Working Group are also designed to facilitate the exchange of experience and promote
the principle at the strategic level.

Prospects for further research in this area are to highlight the implementation of gender norms in the
customs legislation of the WCO member states.
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Mema. YV cmammi 6uceimnomvcs OCHOSHI emany CMAHOGIEHHS Ma po3gUMKY npasoeoi ocrosu (Ceimosoi
MUmMHOI opeanizayii wodo npocysants 2endepHol pignocmi i pisHomanimuocmi Ha mumuuyi. [liokpeciero, wo 6
HAyyi MidicHapooHo2o npasa numanus disivnocmi WCO y npocyeanui eeHOepHOl pi6HOCHI Ha MUMHUYI He CIMAL0
npeoMenom 00CIONCEHHS HA OOKMPUHATLHOMY DIGHL.

Memooonozia. Ilpu nanucanni cmammi 3aCMOCO8AHO CUCTHEMHULL MeMOO NpU AHANI3I TeHe3u ma nooanbuol
esomoyii Hopy WCO  wodo eendeproi pignocmi; (POPpMATbHO-T0IYHUL MeMOO BUKOPUCMAHO APU  AHATI3E
npasosoeo niotpynmsa WCO y cgepi 3abe3neuenns eenOepHoi pigHOCHI; aKCIONO2IUHULL MemOO 3aCMOCOBAHO
npu xapakmepucmuyi 3a0e3neuents 2eH0epHol pisnocmi y npaxmuunii disteHocmi WCO ma cmeopenux ueio
cneyianizo8anux iHCmumyyitl.

Pesynomamu. 3aznaueno, wo Oisnenicme WCO 6 osuaueniti cghepi sanouamkosarno ¢ 2013 poyi xonu 6yfzo
Op2aHiz08ano MidiCHapOOHUll (opym Koughepenyito «Kinku y mumuuyi, mopeieni ma 1ioepcmeiy 8 memcax aKoi
Oyno npudineno ysazy npooiemam OOMpUMAanHs npas HCiHoK y mpyoosiu cghepi; NUMAHHAM 8PAXYBAHHS HCIHOUO20
nOMeHyiany ma OMpUMAHHsL 2eHOEPHOT PIGHOCTI [ PISHOMAHIMHOCMI 6 OIAILHOCHE MUMHUYb MOW0. Y nodansuiomy
WCO pospobuna npasogi incmpymenmu ceped sikux caio exazamu maxi: Hexnapayis WCO npo eendephy pisHicmo
ma pisHomanimuicmn, Apyuicbka Oexiapayis (nepeenanyma), Ilpoepama cnpusnus Gopomv0i 3 Kopynyicro ma
oobpouecricmio (A-CIP), Tunosuii xodexc emuku ma nogedinku, npoepamui ookymenmu WCO (Cmpameziunuil
naan Ha 2022-2025 pp., han eénposadoicenns 2023/2024) mowo, sxi micmsams OCHOBONOLONCHI HOPMU UOI0
3a0e3neyeHHss 2eHOePHOI PIGHOCMI | PISHOMAHIMHOCMI MA NOKAA0AMb 30006 13aHHs Ha Oepocag-uienie WCO
imniemenmyeamu ix y OisibHicms mumnuys. 3ocepeddiceno ysaey Ha npakmuyniu disnenocmi WCO 6 osnauenomy
Hanpsamky. Tliokpecieno ponb cheyianizoeanux iHcmumyyitl, SKi MAmo 3a Memy CnpusHHs 00MiHy 00C8i0oM i
NPOCYBAHHIO NPUHYUNY HA cmpame2iuHoOMY pieHi: Mepedica 3 eendeproi pisnocmi i pisnomanimuocmi, Bipmyanoha
poboua epyna 3 GED.

Bucnosxu. O6tpynmosaro euctosox npo me, sxniouenns WCO numanns wjodo 3abesneuents eenoeproi pignocmi
HA MUMHUYL MA€ 3a Meny niosUumu pieeHs 3axucmy npag Camux CnigpooimHuKie MUmMHUYb 6i0 NPOMUNPAGHUX
NOCA2AHD HA YeCmy | CIOHICIb (HANp.: 6KAIOUeHHS HOPM U000 3A00POHU CEKCYATbHO20 0OMAAHHS, HACUTLCMBA),
QOMPUMaHHs. aOMIHICMpayielo mpyoosux npas wooo 2i0HOi ma pieHoi oniamu npayi, yMo8 NpuiiHamms Ha
PobOmY ma 36inbHenHs, 3aUHAMMA NOCAO0, Y TMOMY YUCTT T KepigHUX nocad npedcmagHuKamu 060x cmameii mowjo. A
MAKOHC OOMPUMAHHS NEPCOHATOM MUMHUYb NPAB OCIO, AKI KOPUCTHYIOMbCA NOCTY2aAMU MUMHUYb, WO ) CBOI0 Yepey
besnepeyro nidsuuysamume piseHb 006IpU HACeNeHHs 00 CHIBPOOIMHUKIE NPeOCMASHUKIE YUX CIPYKMYp.
KirouoBi ciioBa: reHiepHa piBHICTh, €THYHI HOPMH, 3aXHCT, JIFOJCHKI pECypCH, MiXKHApOIHA OpraHi3allis,
MpaBa JIOAUHU, IEPCOHATL.
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CITESWOODID - A CAPABLE APP BASED IDENTIFICATION TOOL
FOR LAW ENFORCEMENT OFFICERS
AROUND THE GLOBE (CITES LISTED TIMBERS)

Many (tropical) woods are traded across borders and are subject to various protective regulations. The most
important and successful international species protection convention is the Washington Convention on the
Protection of Species (CITES) (Convention on the International Trade in Endangered Species of Wild Fauna
and Flora) and its implementation in the European Union by help of the Species Protection Regulation
(EC) No. 338/97 (with the implementing regulations) as well as its practical enforcement and punishment
by help of national legislation. While commercial woods and timber were initially only listed to a small
extent in CITES appendices (especially mahogany [CITES II - first listing in 1992], Rio rosewood [CITES
1 - first listing in 1992]), they are gradually being listed in CITES because of the loss of habitat and targeted
deforestation. After the 19th CITES Conference of the Parties as of 2022, 53 wood species or higher taxa are
listed in CITES.

This background paper introduces the utilization of the CITESwoodID app/program and explains its practical
application, the probe preparation of controlled wood / timber. In addition, it provides an insight into new
wood anatomy research and findings to identifying traded wood and new developments in the area of species
protection law for wood, which are becoming increasingly relevant for the customs administrations of the
European Union and around the globe. It should consequently lead to an improvement in the detection rate
of illicit traded woods and timbers worldwide within the framework of the World Customs Organization.
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Introduction. Many (tropical) woods are traded across borders
and are subject to various protective regulations. The most important
and successful international species protection convention is the
Washington Convention on the Protection of Species (CITES)
(Convention on the International Trade in Endangered Species of
Wild Fauna and Flora) and its implementation in the European
Union by help of the Species Protection Regulation (EC)
No. 338/97 (with the implementing regulations) as well as its practical
enforcement and punishment with the help of national legislation.
While commercial woods were initially only listed to a small extent
in CITES appendices (Swietenia mahagoni [CITES II — first listing
in 1992], Dalbergia nigra [CITES I — first listing in 1992]), they
are gradually being listed in CITES because of the loss of habitat
and targeted deforestation. After the 19th CITES Conference of the
Parties as 02022, 53 wood species or higher taxa are currently listed
in CITES.

The author of this background paper had the opportunity to take
part in the two-day “International Work-shop on Identification on
CITES-protected timbers” of Germany’s Federal Agency for Nature
Conservation (BfN), which took place from September 14th to 15th,
2023 at the federally owned German Thiinen Institute for Wood
Research in Hamburg (Johann Heinrich von Thiinen Institute— Federal
Research Institute for Rural Areas, Forestry and Fisheries, URL:
https://www.thuenen.de/en/thuenen-institute/about-us/the-institute,
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abbreviation TI) which has been held in English for European customs administrations and other affected
environmental authorities. International participants from France, the Netherlands, Switzerland and Italy
were present.

This background paper introduces the utilization of the CITESwoodID app/program and explains
its practical application. In addition, it provides an insight into new research approaches to identifying
traded wood and new developments in the area of species protection law for wood, which are becoming
increasingly relevant for the customs administrations of the European Union and around the globe. It
should consequently lead to an improvement in the detection rate of illicit traded woods and timbers
worldwide within the framework of the World Customs Organization.

The app / program CITESwoodID. The app / program CITESwoodID was developed by the BfN
in Germany by help of tax funding with the aim of being able to identify the tree species listed in CITES
using simple means by employees of customs authorities, other environmental law enforcement authorities
(e.g. nature conservation authorities) and the timber industry who work in species protection enforcement.

The idea is not new — a first version was published as a CD-ROM PC program in 2008 (Koch/Richter/
Schmitt, 2008, Koch/Richter/Schmitt, 2011). The idea of the collection of wood anatomy data in a database
is not new and goes way back to 1980.

The new app is particularly designed for mobile devices and it works offline. It is currently available
in both the Apple App Store (i0S) and the Google Play Store, but there are also other versions, such as
Windows versions for tablets or notebooks and Apple versions for tablets or notebooks. The app can be
accessed directly at the URL: https://www.citeswoodid.app (BfN, 2023). It is offered in various language
versions — in addition to German, English, French and Spanish and is aimed not only at the German user
market but at the entire European Union and, far beyond, at a global user base.

CITESwoodID

Innovative medium for education,
information, and identification

of CITES protected trade timbers

Figure 1. Download page on the Internet
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'/ Innavatives Lem-, Informotions- und Beratungsmedium zur Bestimmung von CITES-
,} h geschiitten Handelshalzern

Identifikation

Figure 2. CITESwoodID home screen
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The start screen offers five different windows to choose from. The author tested both a mobile Android
version on the smart phone as well as a Windows version and an Apple version on the tablet — all three
versions work smoothly, but the larger screen width is easier on the eyes and better suited for identification
using images. One tile offers a brief introduction to the app (tutorial) and one tile describes the creation of
the app, responsibility and exclusion of rights (legal notice).

35 important terms that are important for identifying the wood are explained in the “Glossary”, e.g.
parenchyma, fiber, early wood, wood — ring-pored, etc. A brief introduction to wood identification and
wood anatomy is given in the “Description” tile. In particular, the anatomy of the tree is explained. In
addition, the different cutting planes through the wood are explained.

The main part of the CITESwoodID app is the large “Identification” tile. In its current version, the
CITESwoodID represents 53 CITES-listed woods (e.g. afzelia, mahogany, Rio rosewood, ramin and
rosewood) that are traded internationally as raw wood or in finished products (BfN, 2023). In addition,
32 commercial woods are listed in the app that can be confused with the CITES-listed genera and
species — so-called look-alike species (BfN, 2023). One advantage of the CITESwoodID app (which is
currently available in version 1.1.1) is the ability to quickly adapt to any new CITES listings of other tree
species that may be introduced in the future.

Preparation of a wood sample and its exploration. The technique described here is used to prepare
samples for examination with a magnifying glass (so-called hand magnifier). All you need is a small piece
of the wood to be analyzed, a sharp knife — preferably a cutter (from the hardware store, etc.) and the
CITESwoodID app. A straight cut surface must be made for sample preparation. Only smooth surfaces
show the structures of the wood anatomy in detail. It should be noted that magnifying glasses are included
in the basic equipment of the customs administrations and are essential for the examination of samples by
customs officers who take samples. Sharp knives and cutters are very cheap products and can be supplied
on demand.

The use and approval of CITESwoodID for customs administrations is necessary for the successful on
spot inspection and control of woods and it makes sense, especially since it is an app for successful species
protection enforcement financed by the federal administration and tax revenue.

Step by step identification of timbers. A step-by-step procedure is required to identify the wood. In
addition to the magnifying glass (ideally 8 — 10x magnification) and the sharp cutter knife, our eyes and
nose are important because the color and grain of the wood and the smell (strong smell present or not) may
play a role in its identification — visual and olfactory tests.

Other information available to customs authorities is important — where does the wood come from
(which continent)? Commercial documents and information provided by the applicant are therefore also
helpful for determining or excluding certain tree species and wood.

The following steps are required to prepare a wood:

1. Make a cross section with a cutter knife (a small cut of approx. 1 x 2 cm is usually sufficient (other
levels rarely have to be cut as well).

2. Use a magnifying glass (8 — 10x magnification required).

3. Sufficient natural light.

A scientifically sound account of the preparation of a wood sample for hand-held magnifying glass
examination has been published in the relevant literature (Wiedenhoeft, 2011). The identification begins
with the list of properties (so-called “best features”).

With each selection of one of the 47 characteristics available for selection, woods can be excluded and
on the right side (the results) fewer possible outcomes are given, so that the initial 85 woods are reduced
step by step.

Certain characteristics are included in the characteristics list, which are aimed more at wood and
customs laboratories and are not carried out by customs officials in the first on spot inspection of the
wood:

— alcohol extract (coloring),

—  alcohol extract (fluorescence),

— aqueous extract,

—  burning test on splinters,

—  foam test,

—  Core materials (whether washable in water).
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Beste Merkmale (47)
<Geographische Verbreitung: > Acosmium spp.
Lapuchilke, Lapachin
GefiBe (Poren) <Anordnung, bei ringporgen Hilzem nur im Spitholzs S Afzella spp.
Holz <Parenverteilung, ringporig vs zerstreutporig> Agathis spp.
Kauri, damar-minyak
hym <ob erkennbar> Alstonia spp. - section Alstonia
Pulai
Gefiifle (Poren) <ob vorhanden = Laub- oder Nadelholz> SRt Aniba rosaeodora
Eingeschl Phloem <. d > Antiaris spp.
Frilhholzporenring <einreihig vs ihig L5 Aquilaria spp. Gyrinops spp.
Adlerholz, esglewead
Parenchymbander <Muster mit Holzstrahlen> Araucaria angustifolio
Brasilciefer, Parana pine
grofie Holzstrahlen <Hhe auf tangentialen Oberflichen> £ Araucaria araucana
Pehuén, ping MBUCanG
Parenchymbdnder <Breite> b ia fistuloides, B. ariensis
Pau ferro, pau rosa &
Holzstrahlen <Breite am Querschnitt> Brosimum rubescens
Satiné

Figure 3. List of properties (so-called “best features)

A basic knowledge of wood anatomy is of great importance. A brief introduction of wood anatomy is
given in the “description”, but is not enough. A short introduction of around 30 minutes was given in the
CITESwoodID workshop.

Example 1: Hardwoods (hardwoods) have pores that are clearly visible in cross section. Softwoods
(softwoods) lack these clearly visible pores.

Example 2: In temperate zones, the seasons prevail and trees have clearly visible annual rings in cross-
section. In the tropics there are no seasons. Therefore the annual rings are missing.

Hlicit Timber Trade Worldwide. A look at the published trade data on the global illegal timber trade
shows that it is both informative and frightening. Tropical forests in South America, Africa and Southeast
Asia are being cut down at great speed (Figure 4) (Estoque et. al., 2022).
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Figure 4. Global forest loss of primary forests between 1960 and 2019

© Estoque et. al. (2022). Spatiotemporal patterns of global forest change over the past 60 years and the
forest transition theory, Environmental Research Letters, Vol. 17 084022
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Natural habitats for plants and animals — entire ecosystems — are lost forever. One driver of deforestation
is the harvest of high-priced woods, another is land reclamation for other agricultural purposes (palm oil
plantations, soy cultivation, cattle breeding, aquaculture).

INTERPOL estimates that the global trade in illegally traded timber amounts to US$152 billion
annually and the NGO WWF estimates that 16 to 19% of the timber imported into the EU comes from
illegal sources (Yeoung, 2022). Globally, according to WWF, the proportion of illegally traded wood is
around 30 % and in individual developing countries and countries of origin the proportion is actually up
to 90 %, depending on the local situation (WWE, 2021).

In many cases, the TI’s wood botanists prepare wood anatomical forensic reports, which are used to
provide evidence to prosecute wood smugglers and organized crime (Koch/Haag/Heinz/Richter/Schmitt,
2015).

Further legal developments apart from conservation law. In addition to the CITES listing other
EU legal developments have to be taken into account since 2010 — namely the implementation of the
Tropical Timber Regulation (EU) No. 995/2010 on the obligations of market participants who participate
in the global trade of wood and place wood products on the market (this regulation affects wood importers
and domestic nature conservation authorities, but not the customs administration), as well as the newly
created Regulation (EU) 2023/1115 on the provision of certain raw materials and products that are linked
to deforestation and forest degradation, on the Union market and their export from the Union as well as to
repeal Regulation (EU) No. 995/2010 — this new deforestation regulation will largely come into force on
December 30, 2024 and must be checked by the customs authorities.

This new regulation for prohibited goods controls and monitors the import of wood, coffee, cocoa,
rubber, soy, cattle and oil palm, as well as goods made from them, which may be created and benefited by
deforestation and is intended to protect the natural primary forests in the countries of origin and origin.

New wood scientific developments that are of importance for law enforcements. At the
CITESwoodID workshop, the TI gave some doctoral students (and post-docs) the opportunity to present
new scientific findings that they developed as part of their doctoral theses and that are useful for species
protection enforcement and the EU customs administrations of great importance are:

— Plywood and wood fiber boards can now be identified not only with regard to the outer layers (the
so-called cover wood), but also the inner layers of wood and, in the case of wood fiber boards, the small
pieces of wood can be identified at the level of the genus or species (Sieburg-Rockel/Koch/Kaschuro/
Helmling/Olbrich, 2019 and Sieburg-Rochel/Koch, 2020).

— Illegally felled wood is processed into paper, especially in Southeast Asia, directly near the felling
area. Greenpeace has published corresponding results for Ramin (Gonystylus spp., CITES 11/ App. B EU)
(Greenpeace, 2018). Paper and its content and makeup can now be precisely identified based on micro-
components of the wood used. The TI working group responsible for this topic has published an atlas
of the structural elements of tropical wood species, which can be used, among other things, to identify
components of wood in paper (Helming/Olbrich/Heinz/Koch, 2018).

— The type of wood can be identified using a rapid DNA test by the TI if it is a known wood (possibly
CITES-listed wood). The process is based on extracted DNA, which must be multiplied using PCR
(molecular biological laboratory diagnostics) — the result is available after 24 hours (this is very fast for
an exact wood analysis and can be carried out with many problems at the same time) (UNDOC, 2016).

— Charcoal particles in millimeter size are sufficient to determine the type of wood (Haag et. al., 2021
and Haag et. al., 2020). Charcoal is a product that is produced as a “by-product” of deforestation in many
tropical forests and is exported.

— Artificial intelligence and machine learning are used experimentally for automated wood species
determination (Koch/Koch, 2021a, Koch/Koch, 2021b and Nieradzik et. al., 2023). Individual types of
wood can already be reliably identified — but a comprehensive application will still require years of data
collection and development.

—More and more new and lesser-known (tropical) wood species are entering the market — it is important
to keep an eye on these and advance their wood anatomical and chemical characterization in order to
monitor the extent of trade in these woods and ultimately the respective endangerment status of the trees
in the country of origin to understand (Haag, 2019).

— Basic research in the field of wood anatomy and wood identification is of course not only carried
out by the TI in Hamburg, but worldwide. Other approaches and background contributions should be
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mentioned here as examples (Low et al., 2023, De Palacios et. al., 2020, Gasson/Baas/Wheeler, 2011,
Schmitz et. al., 2019).

Conclusion. At the two-day international workshop on identifying CITES-listed wood, a computer-
based CITESwoodID app was presented that enables controlling officials in customs authorities and
employees in other nature conservation authorities to easily identify wood for the first time in control
situations. This CITESwoodID app is available free of charge in four languages (German, English, French
and Spanish) in the Apple App (i10S) Store and Google Play Store. It should be used in order to be able to
make initial findings about the wood found during sampling and in control situations.

The use of the CITESwoodID app does not replace expert reports in public prosecutor’s proceedings
and in this respect it does not constitute evidence or an expert report that can be used in court. However,
it can provide clarity in practical dealing with unclear situations.

In addition to the CITESwoodID app presented here, the TI also offers another, more extensive
database: the macroHOLZdata app (also available in the Apple App Store and the Google Play Store) with
153 included wood species or higher taxa of the mainly traded woods (also with CITES protection status,
if applicable) — the 53 currently listed woods are therefore also included (Koch, 2022).

The TI “Commercial Timbers” database contains 409 commercially used tree species with their wood
anatomical characteristics (T1, 2023).

And at the end a helpful note for the practical use in the backoffice: All data contained in CITESwoodID
is also available online on the Internet at the URL: https://www.delta-intkey.com/citeswood/de/
index.htm — however, navigation is more difficult and unstructured (Richter/Gembruch/Koch, 2014).

This consequent utilization of this new CITESwoodID app based technique should lead to more
successful customs controls and better results in controls in illicit trans-border timber trade worldwide not
only but also by customs authorities. The WCO network should also lead to a better capacity building of
customs officers with the CITESwoodID app.
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CITESWOODID - EOEKTUBHHUI 3ACTOCYHOK ITEHTU®IKAIII 1J151 TIPABOOXOPOHIIIB
I10 BCbOMY CBITY (IOPOJU JAEPEBUHHU 3AXHIIEHI CITES)

Kapcren BEEPT,
Dedepanvua mumna ciysicoa Himeuuunu,
Yuisepcumem npuxnaonux nayx exonomixu ma meneoxcmenmy FOM,
Llenmp mumnozo npasa ma MUMHUX OOCAIOHCEHb

carsten.weerth@gmx.de
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bazamo sudis (mponiunoi) depegunu € 00 exmamu MiHCHapOOHOI mopeigni i nionadarwms nio Oio PI3HUX 3AXUCHUX
Hopm. Hatibinvw eadiciusoro ma edekmusHoo MidicHapoOHOI KOHBEHYIEI w000 3axucmy eudie € Bawunemoncyka
Kongenyis npo 3axucm eudie (CITES) (Koneenyis npo misxcnapoony mopeisnio eudamu ouxoi gaymu i ¢ropu, wo
nepedyeaiomy nio 3azpo3010 3HuKHeHHs) ma ii imniemenmayis ¢ €eponeticokomy Coiosi 3a donomozoio Pecnamenmy
npo saxucm eudig (€C) Ne 338/97 (3 niozaxonnumu akmamui), a maxoxc it npakmuune 3acmocy8ants ma HOKApanHs
3a 00ONOMO20I0 HAYIOHANLHO2O 3aKOHOOascmed. Xoua 0inoea Oepesuna i Jicomamepianu CnoYamky Oyau nuuie
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He3HauHo1o Mipow nepeniueni ¢ dooamkax 00 CITES (ocobnuso uepeone depeso [CITES Il — nepuie snecenus y
1992 poyi], nanicandp pio [CITES I — nepwie snecenns y 1992 poyif), éonu nocmynoso nompanisioms do CITES
yepes empanty apeanie i yinecnpsamosany eupyoky aicie. Ilicia 19-i Konghepenyii Cmopin CITES, cmanom na
2022 pix, 0o CITES 3aneceno 53 6uou nopio oepesunit abo suiyux maxcoHis.

Y yitl 0osiokositi cmammi npedcmasneno suxopucmarns sacmocyuxy/npoepamu CITESwoodlD ma nosichioemocst
11020 NpaKmuuHe 3aCmoCcy8ants ma nid2omosKa 3pasKie KOHmponbosanoi oepesunu/ticomamepianis. Kpim moeo,
8 Hill PO32n0AI0MbCs HOBI OOCTIONCEHHS. aAHAMOMIT OepesuHu ma pesyivmamu i0eHmupixayii depeunu, wo €
npeoMenom mopeiii, a maKodic HOBeU 6 2ay3i 3aKOHO0ABCIBA NPO OXOPOHY 6UOIE OepesuHll, SIKi Cmarmp 0edd.i
AKMYATbHIWUMY 0718 MUMHUX aominicmpayiti €sponeticorkozo Coro3y ma 6cvo2o cimy. Buxopucmanns 3acmocynky
Modice npuzsecmu 00 NiOBUWEHH PIHSL BUAGTEHHS HE3AKOHHOT MOP2I&LT 0epeduHoI0 a TicCoMamepianamu y 6CboMy
c6imi 8 pamkax Bececgimnvoi mumnoi opeanizayii.

KurouoBi cioBa: nepeBuHa, TOPriBis JEPEeBHHOI0, MUTHHH KOHTPOJb, KOHTPOJIb JICPEBHHH, KOHTPOJIb
micomarepiainiB, CITES, anaromist nepeBuHH, ieHTU]IKAILIIS 32 JOMOMOTO 3aCTOCYHKY, IIPABOOXOPOHHI
opranu, 0a3za naHux, BcecBiTHs MUTHa opraHizaris.
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OPEN-SOURCE INFORMATION IN COMBATTING UNDERVALUATION
AND TAX NON-COMPLIANCE

Undervaluation of imported goods is one of the reasons for the trade gap between the theoretically calculated
revenues from import duties and the amounts actually received. In the context of Ukraine’s move towards
membership in the EU, the risk of budget revenue losses is a cause for concern, since customs duties on
imports belong to the EU's traditional sources of revenues, known as own resources. The possibilities to use
open-source information have been researched to form a source of relevant and transparent price information
for both customs authorities and economic operators. A high level of transparency of such data model are
shown which allows to increase the efficiency of automated customs control and ensures better cooperation
between customs and foreign trade entities.

Purpose. To assess the weak points and the most problematic issues, which pose the greatest risk for ensuring
budget revenues of import duties. Given that the vast majority of import duty rates are ad valorem, control
over the customs valuation compliance is one of the key factors ensuring proper collection of the traditional
own resource. Therefore, enhancing the customs valuation control is a necessary condition to ensure the
possibility to fulfill obligations imposed by EU law to make available the traditional own resources including
import duties.

Methods. 1o accomplish the research task, general scientific methods are applied, such as statistical and
comparative analysis as well as generalization.

Results. Benefits of open information resources are examined to fulfill the obligations in the context of targeted
control enhancing. The advantages of open-source information are studied focusing special attention on the
need of robust information support for combatting the underinvoicing and other customs fraud. The use of
available methods of abnormal pricing detection is defined as one of the main points of risk factor specifying.

A significant role of appropriate statistical data and other available transparent price information is shown

to reveal potential underinvoicing.

Conclusions. The paper identifies the most vulnerable areas where financial obligations are foreseen for
EU member countries to guarantee the completeness and relevance of revenues and proposes the effective
method of analysis to provide more transparent and robust control measures.

Key words: under-invoicing, traditional own resources, budget revenues, abnormal pricing, customs value,
open-source information, fraud combatting.

JEL Classification: F10, F19, C89, K10.

Anton ZHUCHKOV, Introduction. In the light of the ongoing Ukraine’s movement
Postgraduate Student (Economics) towards full-fledged membership in the EU, more attention should be
f;itfhlz)\; éﬁ'){’fg Z’tty paid to issues that have to be optimized causing noticeable changes in
orcid.org /0000-0002-7803-162X the present mechanisms of governance. It requires proper planning and

arranging of a reliable basis for easier and effective launching of new
ones, in accordance with new European rules. Today, there is a need
for the most advantageous and convenient use of available resources
of state institutions to ensure that Ukraine will definitely fulfill its
obligations without a radical restructuring which is costly and requires
more efforts. The objective of this research is to study the possibilities
of the use of open-source information such as trade statistics as a helpful
tool to provide support in the detection of abnormal pricing of imported
goods to optimize customs value control strategy.

Literature review. The problem of state revenue losses caused
by underinvoicing has recently been considered very thoroughly and
objectively both by many scientists and practitioners, in particular
I. Musselli, V. Nitsch, A. Cobham, D. Perrotta, A.K. Biswas,
M. Erkoreka, WCO and OLAF experts and others.
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Main issue. One of the key pillars enabling the EU to achieve its strategic development goals
successfully, is a system of EU own resources, which make up the EU budget. These resources are utilized
to support policies, the most promising initiatives, and investments that contribute to promote the EU
strategic goals. Customs duties are categorized as «Traditional Own Resources» and make up one of the
sources of revenue for the EU budget. When goods enter the EU customs territory, customs duties are
collected by the national customs authorities of member states and transferred to the EU budget, after
deducting the costs of tax administration. EU member states ensure compliance with the rules of import
duty collection and control over the completeness of taxation and, in turn, are fully responsible for the
violation of the contractual terms of the transfer of revenues to the EU budget and must compensate for
losses at the expense of their own funds. Revenues from customs duties made up about 12-15 percent
of the EU’s annual budget in the first two decades of the 21st century (Farion, 2016). DG TAXUD, DG
Budget and the European Anti-Fraud Office (OLAF) are the main institutions whose functions include
supporting of customs policies and strategies, monitoring and ensuring their proper application The
OLAF is responsible for investigating fraud against the European budget and for drawing up the European
Commission’s anti-fraud policies. The detection and fight against commercial customs fraud, preventing
the use of fraudulent schemes are certainly the priority areas of their activity. Control over the proper
tax payments is therefore a key factor to make available traditional own resources. The country’s failure
to fulfill its financial obligations to ensure the EU’s own resources entails very difficult and extremely
undesirable consequences. Thus, on March 8, 2022, the European Court of Justice published its decision
in case C-213/19 (Commission v. United Kingdom) regarding the failure of the UK obligations under
EU legislation on control and supervision in relation to the recovery of own resources and under EU
legislation on customs duty and VAT. With this decision, the Grand Chamber of the Court of Justice
partially supported the Commission’s statement, essentially ruling that the United Kingdom had not
fulfilled its obligations under EU law having not applied effective customs control measures and not
entered in the accounts the correct amounts of customs duties. Thus, the UK hasn’t made available to the
Commission the correct amount of traditional own resources in respect of certain imports of textiles and
footwear from China and provided the Commission with proper information necessary for calculating
the amounts of customs duties and own resources due for payment (Judgement in Case C-213/19, 2022).
Undervaluation of imported goods is an illicit activity, which according to the recently published WCO
Trendspotter Study, is considered by most experts to be one of the three main and most significant types
of customs fraud, namely: undervaluation, misdescription, and smuggling (WCO, 2022).

OLAF has been highlighting the fraud risks associated with the undervaluation of the customs value
of imported goods since 2007 (textiles and footwear from China). The organization of customs control in
Member States (hereafter — MS), including control measures to establish the accuracy of customs value, is
carried out in the context of a risk management framework. Besides warnings, the European Commission has
additionally monitored and scrutinized the risk control procedures applied by the customs administrations
for this group of products (European Commission, 2018). The Joint Research Center of the European
Commission has developed and scientifically substantiated the use of the «Fair prices database», a special
set of information, obtained from the customs declarations dataset and processed in a certain way, which
can be used to support to the determination of the customs value at the moment of the customs formalities
as well as for post-clearance audit. This data-driven innovative approach is based on statistical theory and
uses trade data to estimate robust price values with monthly precision (Arsenis, 2015, Perotta, 2020). In
addition, many countries have elaborated and are using their own risk management systems. At the same
time, the category of customs value is the most complex issue, from the point of view of legal settlement,
on the one hand, and the possibility of automated detection, on the other. The reports of the European
Court of Auditors for 2017-2021 contain a description of many cases of undervaluation of goods, mainly
when imported into the EU from China and other Asian countries. The issue of combating customs value
manipulation was the focus of WCO experts preparing the first large-scale study on commercial fraud and
methods of detecting and combating it (WCO, 2022). All this emphasizes that organizing effective control
of customs value declaring can be really challenging because of the lack of uniformity, inconsistencies,
fraudulent and evasion behavior, limited resources and complexity of trade.

One of the most important issues for the State Customs Service of Ukraine is to outline the appropriate
and well-timed arrangements to enhance control measures and information support, which should include
proper planning, risk assessment, development of alternative options, selection and implementation of
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the most relevant mechanisms. Ukraine currently is maintaining limited financial and time resources
for the development and deployment of a more effective automated control mechanism. Therefore, all
possible measures should be taken to improve the customs control framework, to detect and prevent
underestimation of the customs value more efficiently. Targeting is a key element to boost the control
of customs value declaring. The lack of reliable price information is often a great problem for customs
authorities as it may preclude quick and proper decisions in the framework of control.

Special benefits and simplifications facilitating the import of the goods most needed by people in
Ukraine were put into action by the Ukrainian government as martial law was imposed in Ukraine to
repel the large-scale armed aggression launched by the russian federation. Such measures also include
exemption from taxation; therefore, it affected the values/figures contained in the national database of
customs information that is formed from the data contained in the customs declaration. To confirm certain
doubts arising during customs control or post audit the objective price information is definitely required.

The use of price information from open sources promotes transparency and prevents unwanted
administrative intervention, which causes persistent business dissatisfaction and reduces the level of trust
in the authorities (Chalendard, 2017, Muselli, 2022).

Empirical results. World trade statistics databases such as the World Bank’s World Trade Integrated
Solution (WITS), the International Trade Center’s (ITC) Trade map containing trade and market access data
for more than 220 countries and territories are used by leading economists around the world for research,
forecasting and planning. The Comtrade database, maintained by the United Nations Statistics Division,
is one of the most comprehensive sources of international trade data, covering detailed merchandise trade
statistics for over 200 countries and territories. Such data have a high degree of relevance and recognition
by leading scientists and economic institutions, as they are usually provided by responsible official
organizations (national statistical agencies, international organizations and government departments),
ensuring the maximum completeness of coverage, relevance and data quality control. The transparency of
standardized data collection and compilation methodologies increases their reliability and allows users to
interpret the data correctly.

According to the methodology of the United Nations Statistical Office, discrepancies when comparing
export and import most often arise due to the following reasons: different methods of data collection
and distribution, coverage, inaccuracies or errors in customs declarations, errors in data compilation and
processing, delays in reporting and updating data, ineffective data collection quality control, etc. Given
the certain delay in displaying the aggregated data in the UN Comtrade Database, such discrepancies
are not considered suspicious, as it is consistent with the data matching methodology. At the same time,
the informational value of open data is often groundless underestimated, despite the fact that mirror
analysis makes it possible to reveal noticeable inconsistencies that have no obvious explanation and may
indicate fraud, both in imports and exports. The use of international trade statistics data is necessary in the
framework of the abnormal pricing detection. This concept, like the basic tax transfer pricing rules, uses
the arm’s length principle.

The application of statistical methods to determine the range of FOB customs values further applied
as a benchmark for arm’s length prices as well as to determine abnormal pricing for imported goods was
shown in the previous research (Zhuchkov, 2021). Using these methods of discrepancies detection is only
possible while taking into account that congruency of methodologies of the data collection, compilation
and distribution is extremely important. However, even bearing in mind all possible discrepancies-causing
factors: time, complexity of the collection, the level of automation, differences in the classification systems
of goods, the detected contradictions may anyway indicate possible suspicious transactions. During the
first stage of the mirror analysis, the most significant discrepancies are usually revealed, which may
indicate the need for a more thorough check according to the specified criteria (partner country, period,
product HS code). In the context of checking the customs value, there are 2 types of such discrepancies:
inconsistency of the weight indicators, as well as significant contradictions between the declared value
of goods. Similar cases are described in the WCO Commercial Fraud Typologies Summary and WCO
Commercial Fraud Manual for Senior Customs Officials (WCO, 2022).

For example, let’s compare the statistics regarding the import into Ukraine of tobacco refuses and tobacco,
partly or wholly stemmed/stripped using data obtained from the UN Comtrade Database. The research was
carried out using 5-year-period data to identify certain trends in pricing. The dataset was formed providing also
a range of prices per unit (1 kg) of the product. In the vast majority of cases, the indicators given in the statistics
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of the exporting countries correspond to the statistical data declared by Ukraine as an importing country. At the
same time, noteworthy are the discrepancies in the import and export figures from the USA. Thus, according
to Comtrade data, the commodity «tobacco refuses» was exported from the USA to Ukraine during the years
2017 — 2018 and 2020 — 2021, and the total weight was 2 068 043 kg. The price of the product on FOB terms
ranges from $ 0,58 to 0,72, which generally corresponds to the trend of price formation for this product in the
world and among the largest exporting countries.

At the same time, the data on the volume of imports of Ukraine show that the import of goods, the
country of export of which is the USA, took place during the years 2017-2022, without exception. The
total weight of the product is 4 329 204 kg, the cost per 1 kg is from $ 0,93 to $ 1,23 dollars. USA, which
is also acceptable, given that the cost of imported goods includes transportation costs on CIF terms.
However, the difference of almost 2 000 tons is quite a questionable issue and point for further analysis.
As can be seen from the table, annually the volumes of imports into Ukraine exceed the figures provided
by the USA trade statistics. Indicators of discrepancies range from 218,3 to 757,5 tons. Some cases of
similar examples of commercial fraud are described as incorrect commodity classification, for instance to
declare the commodity as a cheaper one which, in turn, leads to a decrease in the customs value and duties
paid, as other tobacco raw materials cost is much higher. Another type of discrepancies can be detected by
comparing the price filter ranges and average indicators of the declared goods value, (on the FOB terms
when exporting and CIF terms when importing, so that customs value of goods when importing is usually
at least 10% more). Mirror analysis at the most detailed level (6 characters of the HS code and 1 month of
the year) allows us to identify indicators that do not correspond to this trend.

The next example is the following comparison: in 2018, the price for 1 kg of tobacco refuses under
HS code 2401 30, imported from Pakistan, according to Ukrainian statistics, was $1,2 per 1 kg on CIF
terms, while according to Pakistan data, it was $2 per 1 kg on FOB terms. One more contradiction is the
following: according to Ukraine import statistics 47 tons of tobacco products were imported from the
Netherlands during 2018-2022; among them 27,8 tons of raw tobacco under HS code 2401 20 and 19,2
tons of tobacco refuses under HS code 2401 30, the declared customs values (on CIF terms) were, in
average, $7,4 and $1,3 per 1 kg, respectively. However, at the same time in export statistics data of the
Netherlands only raw tobacco export under HS code 2401 20 can be found in 2020 and 2021, of total
weight 990 tons having customs value of $6,2 per 1 kg. Such confusing discrepancies surely should be
examined in detail to reveal possible fraud.

Conclusions. Thus, having calculated data on general trends and defined price ranges, such an
analysis provides grounds for checking overvaluation at export or undervaluation as well as at import. By
themselves, discrepancies in such data are not definite evidence of commercial fraud, but can be used by
customs risk management units, post customs audit as a reliable source of additional price information.
The nuance that the use of open sources of information is free and does not require expenses from the state
budget is also important.

The development of methods for improving and automating this kind of search is a promising direction
to enhance the work of customs and contribute to post audit and customs risks profiling strategies. The
further development of the information component in the context of the new information paradigm of
the customs services functioning organization has been determined by the WCO as the main prospective
direction of the enhancement of the work of customs in all countries.

In view of the given facts, it seems appropriate to analyze all possible open information resources to
achieve a higher level of transparency, customs duties and taxes compliance and customs service reliability
in the holistic context of global trade.
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BUKOPUCTAHHSA IH®OPMAIIII 3 BIIKPUTHUX JIXKEPEJ IK METOJ ITPOTHIIT
SAHUKEHHSAM MUTHOI BAPTOCTI TOBAPIB TA YXUJEHHSAM BIJI CIIJIATH IIOJATKIB
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3anudicenns MUmMHOL 8apmicmy iIMIOPMHUX MOBAPIE BUSHAYAEMbCS AK He3aKOHHA OIIbHICHb, SKY, 8i0N08IOHO 0
onyonikosanux y 2022 poyi danux 0ocrioxcenHs Beecsimuboi mummnoi opeanizayii, nepesaxcra Oinbuiichs excnepmis
iOHOCUMb 00 MPbLOX HAUDITLUL PONOBCIOONCEHUX 8UAIE MUNHO20 WAXPALICIEA, 00 AKUX HATIEHCANb: 3AHUNCEHHS.
Mummuoi eapmocmi, Hedocmogipre oexiapyeanta ma konmpadanoa. Taxoxc ye aguuje € 00HIEI0 3 NPUYUH MOP206020
DO3PUBY MIdC MEOPEMULHO POIPAXOBAHUMU HAOXOONHCCHHSIMU G0 IMNOPMHO20 MUMA MA PAKMUUHO OMPUMAHUMU
cymamu. Y xoumexcmi pyxy Vipainu 0o unencmea ¢ €C nomenyitiHull pusux CMaHoIsAms MONCIUGE 8Mpamu
01000icemHUX HA0X00JCEHb, WO Modce Y NIOCYMKY Nepemeopumucy Ha cymmesy npoonemy, OCKilbKu iMnopmHe
mumo Hanexcums 0o mpaouyitinux 011 €C doicepen depoicagrux 00X00ig — 61aAcCHUX pecypcie. Bpaxosyiouu, wo
nepesaicua DiNbUICMb CMABOK 66i3HO20 MUMA € A0BANOPHUMU, NIOBUUJEHHA eheKMUBHOCTT KOHMPOIO € KIIOY08UM
haxmopom 013 6uKoHaHHs Qinancosux 30006 13anb Hanosrenus Owdxceny €C. Tomy yOockoHaneHHs cucmemu
MUMHO20 KOHMPONIO 34 HANENCHUM OeKNApyBaHHAM MUMHOI 6apmocmi € HeoOXiOHOW YMOB80I0 0 3abe3neyeHs
MOJICIUBOCINT UKOHAHHSL (DIHAHCOBUX 30008 13aHb, W0 nokaadarmscs 3axonooascmeom €C Ha kpainu-unenu €C
1000 3abe3nevents HaoXo0xceHHs 6nacHux pecypcig 00 6100xcemy €C.

Mema 0ocnidxycenHs: 6ugUeHHA nepesaz GUKOPUCAHHA BIOKPUMUX THQOpMayitiHux pecypcie Ons GupiuieHHs
HAUbOIbUW NPOOTEMHUX NUMAHL 8 OP2AHI3AYTT KOHMPOIIO 34 0eKIAPYBAHHAM MUNHOL 8APMOCHI.

Memoou. B x00i 00cniodceHHs 3aCMOCO8Y8AIUCH 3a2AlbHOHAYKOBI MemoOU AHANIZY MA Y3aealbHeHHS, d MAKOiC
NOpIiHAIbHUL aHani3. 1Ipodoediceno 3acmocy8ants 080emanto2o ananisy yinoeol inghopmayii' 3 6I0kpumux dxcepen
071 BUKOPUCTAHHSA 8 PAMKAX PUSUK- OPIEHMOBAHO20 NIOX00Y 015 HOPOMbOU I3 MUMHUM WAXPATICBOM.
Pesynomamu. [Ipooemoncmposano GUKOPUCAnHs OOCHYNHUX MeM00i8 6UAGTEHHS AHOMATLHO20 YIHOYIMGOPEHH
01 BUBHAYEHHs. (haxkmopig pusuxy. llokazano 3HauHy poib 6I0NOBIOHUX CIIAMUCHUYHUX OAHUX MA THUOT 00CMYRHOI
npo30poi iHgopmayii npo YiHu 018 GUAGTEHHS BUNAOKIE 3AHUNCCHHS MUMHOI 8apMOCcmi IMROPMHUX MO8aApie ma
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onmumizayii ananimuuroi pooomu. AHani3 6UAGIEHUX PO3DINCHOCHIEN NOKA3AE MONCTUGT PUSUKU 3AHUNCEHHS MUMHOT
gapmocmi mosapy, dexaapysanns mogapy 3a inwium xooom YKT3E/] abo inwux éudie mummozo waxpaiicmea, siKi
nompe6yions nodarbuux 00Ciioxicers ma Oinbul demanibHO20 AHANI3Y

Bucnosxu. 3anpononosana mooens suxopucmants yinosoi inghopmayii 3 8iOKpumux 0xcepen Mogice egheKxmusHo
3ACMOCOBYBAMUCH OISl BUAGTIEHHS MONCIUBUX NOPYUIEHD MUMHO20 3AKOHO0ABCTEA, SKI NPU3BOOSMb 00 3MEHIUEHHS
O100HCemHUX HAOXOOIICEHD.

Kurouosi cioBa: Biacui pecypeu €C, OropKeTHI HaJIXOMKEHHS, MUTHA BapTiCTh, MPOTHUIIS MHUTHOMY
HIaXpanCTBY, BIAKPHUTI JuKepesna iHpopMartii.
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FINANCIAL CONTROL IN THE CUSTOMS SPHERE:
CONCEPTS, SUBJECTS, TOOLS

The article is devoted to the study of financial control in the customs sphere. The author analyzes the existing
theoretical and regulatory approaches to the definition of “control” and ‘‘financial control”. The author
offers her own definition of “'financial control in the customs sphere”, which should be understood as a system

of measures and actions carried out or provided by authorized entities to verify the status of compliance with

legislation in the customs sphere and the level of performance of tasks, management decisions and functions.

1t is noted that at the legislative level it is proposed to systematize the subjects of the State financial control,

based on the type of financial control and functional purpose, by distinguishing: 1) entities authorized to

exercise external financial control (which include the President of Ukraine, the Verkhovna Rada of Ukraine,

the Verkhovna Rada of the Autonomous Republic of Crimea and relevant councils, the Cabinet of Ministers
of Ukraine, the Accounting Chamber); 2) entities authorized to exercise internal financial control (which

include the State Control and Audit Service of Ukraine, local administrations and executive bodies of relevant
councils); 3) entities with specific internal financial control functions (which include the Ministry of Finance
of Ukraine, State Customs Service of Ukraine, State Tax Service of Ukraine, State Treasury of Ukraine,

State Commission on Securities and Stock Market, State Property Fund of Ukraine, Bankruptcy Agency),

4) entities authorized to exercise internal (departmental) control (which include control services that are
independent structural units (departments, headquarters, offices, divisions, branches, sectors, groups) within

central executive authorities).

The role of some of the entities authorized to exercise financial control over the customs sphere, in particular,

the Accounting Chamber, the Temporary Investigation Commission of the Verkhovna Rada of Ukraine, the
Ministry of Finance of Ukraine, and the State Customs Service of Ukraine, is clarified.

The author analyzes practical examples and regulatory frameworks. The author emphasizes the need to

adopt a special law that would comprehensively regulate control and inspection activities.

The tools related to data that can be used in the customs sphere (including for financial control) are systematized
into three groups: 1) statistics services (e.g., Bl system, VIN or EURI verification service), registers (e.g., Register
of Intellectual Property Objects, Register of Customs Brokers), 3) reference books and classifiers (e.g., classifier of
transport types, classifier of the State Customs Service, Classifier of budget revenues).

The author points out the need for further transformation of the tools related to data that can be used in

the customs sphere into a Single Customs Information Resource, which would provide for the possibility
of registration in the office, and easy search for the necessary data, with systematization by various search

criteria, and the provision of podcasts on how to use it. This, in turn, would help to improve financial control
in the customs sphere.

Key words: financial control, customs sphere, IT technologies, tools, information and communication
technologies, registers, subjects, audit, inspection, reference books, classifiers.

JEL Classification: H11, D73.
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legal science. The set of methods used in the study of financial control
in customs is based on the principles of objectivity, systematicity,
certainty, determinism, and unity of theory and practice. The use of
general and special methods of scientific cognition made it possible
to achieve the research objective and contributed to the reliability of
the results obtained.

Introduction. The result can be achieved if there is control and
identification of entities authorized to exercise it, with the appropriate
competence and responsibility for inaction or other violations in this
area. This rule is universal and applies to all areas, including customs.

In recent years, Ukraine has implemented a number of reforms
in key areas of public life. New government agencies have been
established. Most of the newly created state institutions are vested with
control and inspection functions. In general, a situation is emerging
in which the number of supervisory bodies with overlapping control
functions is increasing.

The areas and methods of control may vary. At the same time,
the financial sector, including customs, is particularly relevant as an
object of control. This is due to the fact that the level of filling the
State Budget of Ukraine, social policy and other important aspects
will depend on the state of control.

Given the multidisciplinary nature of the institution of state
financial control and its special importance in the context of martial
law in Ukraine, there is a need to study the chosen topic, develop
recommendations, proposals and scientific solutions.

Particular attention should be paid to the tools that can be
used in the process of financial control in the customs sphere and
the introduction of modern IT technologies on the way to the full
functioning of the “E-Customs” and “Single Window”’.

Literature review. Certain aspects of financial control in customs
have been the subject of research by such scholars as: O. Bandurka,
N. Bilak, M. Bilukha, V. Borsa, V. Deriy, E. Dodin, O. Yedynak,
B. Kormych, M. Koryagin, A. Mazur, A. Moroz, V. Pavlyshen,
D. Pryimacheno, V. Prokopenko, T. Mykitenko, E. Romanov,
O. Fedotov, V. Chentsov, E. Khomyak, etc. At the same time, given
the introduction of martial law and the development of public
relations, the chosen topic does not lose its relevance.

Financial control: doctrinal and scientific approaches

Currently, at the theoretical and regulatory levels, there is no
unified approach to the definition of the legal category “financial
control in the customs sphere”, while it continues to be widely used.
With this in mind, let us examine the meaning of this term and its
essential and substantive features.

To this end, it is first necessary to clarify what is meant by the
general term “control”. At the regulatory level, there are more than 50
definitions of the term “control” used in various areas (in particular,
television and radio broadcasting; limitation of multipolism and
prevention of unfair competition in business; accounting; banking;
protection of economic competition; financial services and state
regulation of financial services markets; aviation and rail transport;
ecology; investment; licensing; documentation of management
activities; etc.).

Let us dwell in more detail on the interpretation of the term
«control» given in the legislative acts related to the subject under

Customs Scientific Journal, Ne 1, 2024

125



study, in which control is — decisive influence on the financial, economic and commercial policy of an
enterprise or business in order to obtain benefits from its activities (On Approval of the National Accounting
Regulation (Standard), 1999); — when used in relation to any person or entity (including, with correlative
meanings, the terms «controlled», «controlling» and «under common control») means the possession,
directly or indirectly, of the power to direct or govern the management and policies of such person or
entity by virtue of, or through the ownership of, voting rights or by contract or otherwise (Standard Terms
and Conditions of the European Bank for Reconstruction and Development, 2006); — the authority of
a public sector entity to manage the financial and operational policies of another public sector entity in
order to benefit from its activities (On Approval of National Regulations (Standards) on Public Sector
Accounting, 2010),- the procedure according to which authorized officials of the bodies and subdivisions
of the State Emergency Service assess the state of compliance with executive discipline (On Approval
of the Instruction on Organization of Control over Execution of Documents in the System of the State
Emergency Service, 2016),; — a set of measures taken to verify and evaluate the implementation of tasks
(management decisions) (Some issues of documenting management activities, 2018); — means monitoring
and supervision (Council Regulation (EU), 2009); — means any measure taken to provide reasonable
assurance about the efficiency, effectiveness and economy of operations, reliability of reporting, protection
of assets and information, prevention, detection, correction and follow-up of fraud and irregularities, and
proper management of risks relating to the legality and propriety of underlying transactions, taking into
account the multi-year nature of the programs and the nature of the payments involved. Control may
include various inspections, as well as the implementation of any policies and procedures to achieve the
objectives specified in the first sentence (European Union Regulation, 2009), etc.

The New Dictionary of Foreign Language Words defines «control» in two aspects: a) as an inspection
of the activities of whom, what; observation for the purpose of inspection; b) as an institution engaged in
such inspection (e.g., state control) (New Dictionary of Foreign Language Words, 2008).

According to other scientific approaches, «control» is a multidimensional category that manifests itself
in different ways depending on the purpose, tasks, subject, method, types and forms, types, etc.» (V.A.
Deriy, 2009, 162); — a system of monitoring and verification of compliance of the process of functioning
of the management object with the adopted management decisions, determination of the results of
management impact on the managed object with the identification of deviations made in the course of
implementation of these decisions (E.M. Romanov, R.L. Khomyak, A.S. Moroz, M.V. Koryagin, 2002; 8).

At the theoretical level, the concept of «control» is considered not only as a key function of public
administration, but also as a type of management activity for the functioning of the entire system, a
mechanism for evaluating management decisions. Thanks to control, it is possible not only to adjust
management activities, but also to help in predicting the prospects for further development and achievement
of specific results (7. S. Yedynak, O. V. Pavlyshen, 2011).

Financial controls are the procedures, policies and means by which an organization monitors and
controls the direction, allocation and use of its financial resources. Financial controls are the basis for
resource management and operational efficiency of any organization (What are Financial Controls).

In addition, we should pay attention to the regulatory definition of the term «internal financial control»,
which was given at the level of bylaws, some of which have lost their validity, in particular as follows: —
activities of control and audit units aimed at providing ministries and other central executive authorities
with reliable information on the use of financial resources by business entities subject to control,
assessing the effectiveness of their economic activities, identifying and preventing deviations in them
that impede the legal and efficient use of property and funds, and expanded reproduction of production
(On the Implementation of Internal Financial Control by Ministries and Other Central Executive Bodies,
2002); — a set of expert-analytical, audit and other forms of control measures that provide reliable
information on the use of financial resources, property and other tangible assets by the objects of control
aimed at identifying and preventing deviations that impede the legal and efficient use of budget funds
and property (Regulation on the Procedure for Internal Financial Control in the System of Bodies of the
Ministry of Justice of Ukraine, 2007).

The Customs Code of Ukraine refers to customs control as a set of measures taken to ensure compliance
with the provisions of this Code, laws and other regulations on customs matters, international treaties
of Ukraine concluded in accordance with the procedure established by law (Customs Code of Ukraine,
2012). Some scholars argue that customs control is a type of financial control of business entities that
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import, export, transit, transfer, store and use goods moving between customs territories» (M. Bilukha, T.
Mykytenko, 2013, 17) or as a type of state financial control (in the context of intellectual property rights
protection) (V.V. Borsa, 2019).

It is important to note that the Draft Law of Ukraine «On State Financial Control» is currently
fragmented, where the term «state financial control» is proposed to be a set of targeted measures of
bodies, their subdivisions or officials exercising state financial control within the powers established by
the legislation of Ukraine in order to prevent, detect and stop financial offenses at the controlled object
in relation to its financial and economic activities, as well as ensuring the legality, financial discipline
and efficiency of the formation and expenditure of funds, including budgetary funds, and other assets
in the process of ownership, disposal, use and alienation of state property, compensation for losses and
establishing liability in case of violation of financial, including budgetary, legislation (Draft Law of
Ukraine «On State Financial Controly, 2020).

We consider it possible to propose the author’s definition of «financial control in the customs sphere»,
which should be understood as a system of measures and actions carried out or provided by authorized
entities to verify the state of compliance with legislation in the customs sphere and the level of performance
of tasks, management decisions, and functions.

Subjects of financial control in the customs sphere: gradation and instrumental and functional
capacity

In the field of public administration, all authorities exercise control in one way or another. However,
the content of control activities, scope, forms and methods of different subjects differ significantly. For
some bodies, control is the main activity, for others it is an element of the main functions (7. S. Yedynak,
O. V. Pavlyshen, 2011).

A single list of entities authorized to carry out financial control both in general and in the customs
sphere has not yet been developed. At the same time, at the legislative level, it is proposed to systematize
the subjects of state financial control on the basis of gradation, taking the type of financial control and
functional purpose as the basis, and distinguishing:

1) entities authorized to exercise external financial control (including: The President of Ukraine, the
Verkhovna Rada of Ukraine, the Verkhovna Rada of the Autonomous Republic of Crimea and relevant
councils, the Cabinet of Ministers of Ukraine, the Accounting Chamber);

2) entities authorized to exercise internal financial control (including: The State Control and Audit
Service of Ukraine, local administrations and executive bodies of the respective councils);

3) entities with specific internal financial control functions (including: The Ministry of Finance of
Ukraine, the State Customs Service of Ukraine, the State Tax Service of Ukraine, the State Treasury of
Ukraine, the State Securities and Stock Market Commission, the State Property Fund of Ukraine, and the
Bankruptcy Agency);

4) entities authorized to carry out internal (departmental) control (including: control services, which are
independent structural units (departments, main departments, offices, divisions, branches, sectors, groups)
within central executive authorities). These structural subdivisions (control services) are functionally and
organizationally independent from the heads and units of the controlled objects) (Draft Law of Ukraine
«On State Financial Controly, 2020).

While generally supporting the above-mentioned gradation of entities authorized to exercise financial
control, we consider it necessary to expand it with another group, which should include representatives
of civil society institutions that are called upon to exercise public control over financial issues, which will
acquire the features of financial control in such circumstances.

When analyzing the customs sphere, it should be noted that financial control can be exercised by
various entities of the above types. For example, the Accounting Chamber, as an entity authorized
to exercise external financial control. This can be confirmed by the information contained in the
Accounting Chamber’s Report for 2020, which states that the audit of the performance of the State
Fiscal Service of Ukraine, the State Tax Service of Ukraine and the State Customs Service of Ukraine
revealed a budget shortfall of almost UAH 52.8 billion. The reason for this is the imperfection of
legislation that allows business entities to apply payment minimization schemes, as well as inadequate
control by tax and customs authorities over the timeliness, accuracy, completeness of the calculation
and payment of taxes, fees, customs and other payments (Report of the Accounting Chamber for
2020).
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In addition, based on the Resolution of the Cabinet of Ministers of Ukraine No. 568 dated 24.04.2020,
the Temporary Investigation Commission of the Verkhovna Rada of Ukraine was established to investigate
the facts of possible corrupt actions of public officials published in the media, which led to significant
losses in the revenue side of the State Budget of Ukraine to audit the performance of the State Fiscal
Service of Ukraine, the State Tax Service of Ukraine and the State Customs Service of Ukraine (On
the Establishment of the Temporary Investigation Commission of the Verkhovna Rada of Ukraine to
Investigate the Facts of Possible Corrupt Practices of Public Officials, Published in the Media, which
Led to Significant Losses in the Revenue Part of the State Budget of Ukraine, 2020).

The audit revealed violations and shortcomings totaling UAH 938.5 million (Report of the Accounting
Chamber for 2020).

The role of the Ministry of Finance of Ukraine as one of the entities vested with specific internal
financial control functions in the customs sphere can be defined through: 1) its status as a central executive
body that directs and coordinates the activities of the State Customs Service of Ukraine through the
Minister of Finance; 2) the functional purpose of the Ministry of Finance to implement functions that
primarily consist of ensuring the formation and implementation of a unified state tax, customs policy, state
policy in the field of combating offenses in the application of tax and customs legislation; 3) the powers
of the Minister to make decisions on inspections of the activities of central executive authorities, whose
activities are directed and coordinated by the Minister, and their territorial bodies (On Approval of the
Regulation on the Ministry of Finance of Ukraine, 2014).

With regard to the State Customs Service as an entity vested with specific internal financial control
functions in the customs sphere, they can be primarily identified through: 1) the competence block — in
terms of exercising and ensuring control over: a) compliance with the requirements of the legislation on
customs matters (both during the movement of goods across the customs border of Ukraine and after
the completion of customs control and customs clearance operations); b) compliance by enterprises
and citizens with the procedure for the movement of goods and vehicles across the customs border of
Ukraine established by law; c) the application of customs regimes, the intended use of goods placed in the
appropriate customs regime; etc. (Customs Code of Ukraine, 2012).

It is noteworthy that the State Customs Service may act both as a financial control entity and as one
whose activities are audited.

As for the example of an entity authorized to exercise internal (departmental) control, the following
should be noted. Currently, the structure of the State Customs Service includes the Department of Internal
Audit and the Department of Departmental Security and Control, but given that they are not classified as
an independent structural unit, they cannot be classified as financial control entities.

Information systems and technologies in customs as tools for customs control

The customs structure of the state needs to have a strong information support in the form of a well-built
system of information and analytical support. This can be achieved by creating a system of information
modules. That is why a new stage of development of the customs system of Ukraine is impossible without
the development of network information support. E-business, trade and electronic foreign economic
documents should be supported by information digitalization of customs procedures (Information Systems
and Technologies in Customs, 2023; 3).

It is important to note that information systems and technologies in customs are not only a means
of exchanging documents between customs authorities and declaring entities and/or state authorities,
systematizing information and data, processing, but also an effective tool for customs control.

In view of this, there is a need to analyze the regulatory framework and the state of use of information
technologies and electronic information resources in the customs sphere in the course of customs control.

First of all, it should be noted that Chapter 5 of the Customs Code of Ukraine is devoted to the issue
of information technologies and electronic information resources in customs. The term «electronic
information resources of the customs authorities» should be understood as systematized information,
including data in electronic form, the right to possess, use or dispose of which belongs to the customs
authorities in accordance with the law and which are created, received (including information contained
in documents submitted during the customs control and customs clearance of goods, vehicles, as well as
other documents, including those received in accordance with international treaties of Ukraine), recorded,
processed and stored on physical media and/or displayed using information technology (Customs Code
of Ukraine, 2012).
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In fact, any information resource containing customs information can be used to exercise financial
control in the customs area. At the same time, it is important that this resource has an official status
and is verified whenever possible. Otherwise, decisions made on the basis of unconfirmed data will be
considered illegal and may be set aside in court or pre-trial proceedings.

During customs clearance, customs clearance programs such as QD Professional and MD Office are
used, which have quite powerful information and reference systems on the customs legislation of Ukraine
and include: a) information and reference materials and analytical materials (used to minimize risks
during export and import operations); b) formation of a certificate for goods, depending on the purpose
of their movement across the border (in particular, rates of duties and excise duties, permits, warnings,
preliminary calculation of payments according to specified parameters).

In addition to publishing information in the format of open data and registers, customs authorities
are developing convenient data-related tools for citizens and ordinary users. For convenience, we will
organize them into groups. The first group includes services for working with statistics (in particular, a
BI system, a VIN or EUR1 checking service). With the help of the BI system, you can get acquainted
with the volume of Ukraine’s imports and exports with any country and for any product. In a few clicks,
you can track how much, from where, and what goods Ukraine imported and exported. You can find out
the volume of taxable imports, the amount of state budget revenues from the State Customs Service of
Ukraine, the tax burden per dollar, the volume of goods in 26 different units of measurement, and many
other statistics. Any data can be exported in Excel format for convenient offline work (Statistics and
registers).

Since the bulk of the data that customs authorities work with is reflected in customs declarations and
given the public interest in them, Article 11 of the Customs Code of Ukraine requires that this data be
depersonalized and made available in an open data format (Customs Code of Ukraine, 2012).

Statistical imports are compiled to ensure objective and reliable accounting of data on the importation of
goods across the customs border of Ukraine in accordance with international methodological requirements
and recommendations. At the same time, it is important to note that the basis for the formation of statistical
import data are customs declarations, according to which customs clearance of goods is completed, as they
contain the most complete and accurate information about the goods, regardless of the actual payment of
taxes on the import of such goods (Statistics and Registers).

The second group includes registers (e.g., the Register of Intellectual Property Objects, the Register of
Customs Brokers, Information on the Functioning of the Single State Information Portal «Single Window
for International Tradey, etc.) And the third group includes such tools as reference books and classifiers
(in particular, the classifier of types of transport, the classifier of the State Customs Service, the classifier
of types of budget revenues controlled by customs authorities, the classifier of exemptions from export
duty, Classifier of Payment Methods, Classifier of Documents, Classifier of Package Types, Classifier of
Declaration Types, Classifier of Transaction Types, Classifier of Delivery Terms, Classifier of Safeguards,
Classifier of Customs Regimes, Classifier of Import Exemptions, Classifier of Container Types).

The statistics on declaration, movement of goods and vehicles, registers, directories and classifiers
are presented in Excel format, which, in our opinion, requires their further transformation into a Single
Customs Information Resource, which would provide for the possibility of registration in the office and
easy search for the necessary data, with systematization by various search criteria, and provision of
podcasts on how to use it. This, in turn, would help to improve financial control in the customs sector.

Results and Conclusions. The article examines the principles of financial control in the customs
sphere. The author’s own definition of «financial control in the customs sphere» is proposed, which
should be understood as a system of measures and actions carried out or provided by authorized entities
to verify the state of compliance with legislation in the customs sphere and the level of performance of
tasks, management decisions, and functions.

It is noted that at the legislative level it is proposed to systematize the subjects of state financial control
on the basis of gradation, taking into account the type of financial control and functional purpose, and
eradicating: 1) entities authorized to exercise external financial control (the President of Ukraine, the
Verkhovna Rada of Ukraine, the Verkhovna Rada of the Autonomous Republic of Crimea and relevant
councils, the Cabinet of Ministers of Ukraine, and the Accounting Chamber); 2) entities authorized to
exercise internal financial control (the State Control and Audit Service of Ukraine, local administrations
and executive bodies of relevant councils); 3) entities vested with specific internal financial control
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functions (Ministry of Finance of Ukraine, State Customs Service of Ukraine, State Tax Service of
Ukraine, State Treasury of Ukraine, State Securities and Stock Market Commission, State Property Fund
of Ukraine, Bankruptcy Agency); 4) entities authorized to exercise internal (departmental) control (control
services, which are independent structural units (departments, head offices, divisions, branches, sectors,
groups) within the These structural subdivisions (control services) are functionally and organizationally
independent from the heads and departments of the controlled entities).

The role of some of the entities authorized to exercise financial control over the customs sphere, in
particular, the Accounting Chamber, the Temporary Investigation Commission of the Verkhovna Rada of
Ukraine, the Ministry of Finance of Ukraine, and the State Customs Service of Ukraine, is clarified.

The author analyzes practical examples and regulatory frameworks. The author emphasizes the need to
adopt a special law which would comprehensively regulate control and inspection activities.

The prospect of further research in this area may be the study of international experience (in particular,
the European Union countries) in terms of financial control and implementation of the best practices for
Ukraine.
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Cmamms npucesiuena 00CIioNCeHHIo iHanco8020 KOHMPOIO 6 MumHit cghepi. [llpoananizosano Haseni meopemuyni
ma Hopmamusni nioxoou 00 GU3HAYEHHS NOHAMM «KOHMPObY, «DIHAHCOBUL KOHMPOTbY. 3anponoHo8aHo
ABMOPCHKE GUIHAUEHHS «DIHAHCOBULL KOHMPOTb 6 MUMMKILL Chepiy nid AKuM Cai0 po3yMimu cucmemy 3axo0ig ma
Oil, wo 30ilicHIolOMbCA abo 3a0e3neuyiomvpCsi YNOGHOBANCCHUMU HA me Cy0 ekmamu 3a 01 nepesipku Cmamny
OQOMPUMAHHS. 3AKOHO0A6CMEA 6 MUMHILL Chepi Ma PieHs GUKOHAHHS 3060aHb, VAPAGTIHCOKUX PiuleHb, (YHKYIL.
3’scosano ponv okpemux i3 cyb’€kmis, YNOGHOBANCEHUX HA 30IUCHEHHS (DIHAHCOB020 KOHMPOMIO U000 MUMHOL
cepu, 30xkpema Paxynkosoi nanamu, Tumuacoeoi caiouoi komicii Bepxosnoi Paou Yxpainu, Minicmepcmea ¢hinancie
Yxpainu, /lepocasnoi mummnoi ciyxcou Yrpainu. Cucmemamuso8ano iHCmpymenmu, noe’sa3aui i3 OaHuMu, wo
MOCYIb OYMU BUKOPUCIIAHUMY 8 MUMHILL cihepi (6 momy uucii 01 30itiCHeHHs IHAHCO8020 KOHMPOTIO) HA SPYAU.
Memoto nanucanna cmammi € OOCTIONCEHHS THCMUMYYIIHO-IHCIPYMEHMATLHOT CHPOMOJICHOCE (IHAHCOB020
KOHMPONO 8 Mummiu cghepi. 3a0ns 00cseHenns Memu nOCMasieHi HayKo8o-00CIIOHUYbKI 3a60aHHSL, cepeod SIKUX:
NPOBEOEHHS AHANIZY HAABHUX MEOPEMUUHUX Ma HOPMAMUSHUX NIOX00I8 00 8USHAUEHHS NOHAMMSA (KOHMPOLbY,
«inancosuil KOHMPOILY, BUOKPEMILEHHS CYO '€KMi6 (DIHAHCOB020 KOHMPOIO 6 MUMHIL Cepi, Xapakempucmuka
poni iHomayitinux cucmem ma MexHono2il npu 30IUCHEHHI MUMHO20 KOHMPONIO;, GUPOOLEHHS NPONO3UYIl
W00 YOOCKOHANEHH MUmHoeo 3akonooacmea. Memoou. Memooonociuny ocHO8Y 00CHIOJCEHH CMAHOBTANb
ynoamenmanvui kame2opii, NOHAMMS, NPUHYURL MA MemoOu cyuachol opuduunol nayku. Komnieke memodis,
BUKOPUCIAHUX Y QOCTIONHCEHH] (DIHANCO8020 KOHMPOTIO 8 MUMHIL CNPABL, 3ACHOBAHO HA NPUHYUNAX 00 €EKMUBHOCHI,
CUCMEMHOCII, BU3HAYEHOCMI, OemepMiHi3My, €0Hocmi meopii ma npaxmuxu. Bukopucmanns saeanvhux ma
cneyianbHux mMemooie HAyKo80o2o NIi3HAHHA 003601UN0 00CAMU NOCMABNEHOI Memu OOCHIOHCEHHA MA CNPUSILO
00CmosipHoCmi ompuManux pesyivmamie. Pezynomamu ma 6UcHO8KU. 3anponoHO8AHO ABMOPCbKE BUIHAYEHHS
«inancosuil KOHMPOL @ MUMHIL chepiy nid AKUM CI0 po3yMimu cucmemy 3axodis ma Oitl, wo 30IUCHIIOMbCS A00
3a0e3neuyiombCsl YROBHOBANCEHUMU HA me Cy0 €Kmamu 3a 05 nepesipku CmaHy 0OMpUMAHHA 3aKOHO0ABCMBA 6
Mumuitl cghepi ma pisHsi GUKOHAHHS 3A80AHb, YAPABGTIHCHKUX pilteHb, QiyHKkyill. Bkaszano Ha HeobXionocmi nooansuoi
mpancopmayii iHcmpymenmie, no6 a3aHux i3 0aHUMU, WO MOXCYMb OVIU SUKOPUCIMAHUMU 8 MUMHIL cpepi 6
€ounuil mumnui ingopmayitinuti pecypc, aKuil Ou nepeddAAs MONCIUBICHb peecmpayii 8 Kabinemi, ma ji1eeko2o
NOULYKY HeOOXIOHUX OaHUX, IX cucmemamuszayielo 3a pizHUMU KpUmMepismu Nouiyky, HaOaHHs NOOKACMIE U000
KOpucmy8anHs. 3aznauene 8 c80t0 yepey, CHpusio O NOKPAWeHHIO 1l (DIHAHCO8020 KOHMPOIIO 8 MUMHILL cepi.

KurouoBi cioBa: ¢inancoiii koHTponb, MuTHa cdepa, IT TexHomorii, iHCTpyMeHTH, iH(pOpMaIiiHO-
KOMYHIKaIl[liiHi TEXHOJIOT1i, peecTpH, Cy0’ €KTH, aylIuT, IEPEBipKa, JOBITHUKHU, KIaCH(PIKaTOPH.
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APPLICATION OF THE RULE OF LAW PRINCIPLE
IN THE CONSIDERATION OF CASES OF VIOLATION OF CUSTOMS
REGULATIONS: NATIONAL AND INTERNATIONAL ASPECT

The subject matter of the study is the segmental manifestation of the rule of law principle in court cases on

bringing to administrative liability for violation of customs rules both at the national and international levels.

The purpose of the study is to investigate the practical application of the rule of law principle in cases of
administrative liability for violation of customs rules. Methodology. In the course of the research, the author
used general and special method of system analysis, the dialectical method, the formal logical method, and
the structural and functional method, as well as a number of empirical methods. In particular, the method of
comparison was used to study the subject matter of the article in comparison with national and international
case law. The results of the study showed the need for: qualitative consideration of the rule of law principle in

terms of the need to reform the provisions of the Customs Code of Ukraine with a view to taking into account
proportionality as an element of the rule of law principle. Conclusion. The article examines the main features

of the application of the rule of law principle in cases of bringing to liability for violation of customs rules.

The author states the need for amendments to the Customs Code of Ukraine to establish individualization

of penalties. The author makes a conclusion that national practice and international judicial practice are
identical and that the basic principles are used to restore justice and restore citizens’ rights.
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Introduction. The relevance and novelty of this article lies in
the practical aspect of the application of the general principle of
the rule of law, which, with the development of globalization and
the primacy of human rights, is gaining practical importance and
concrete implementation.

The Merriam Webster Dictionary defines the rule of law as an
authoritative doctrine, principle, or precept that applies to the facts
of a given case. At the same time, acceptance of the rule of law is
described as taking into account the most persuasive opinion, taking
into account precedents, reasons and policies (Merriam-Webster
Dictionary).

Segmental implementation of the rule of law and its components
affects the judicial system through the comprehensive implementation
and application of the principles of justice. This is manifested
in ensuring equal access to court, objectivity of court decisions,
transparency of procedural rules and independence of the judiciary.
The notion of justice forms the basis of the rule of law and is an
integral part of any legal system that strives for democracy and
human rights protection.

Ukrainian scholars have unanimously emphasized the importance
of fairness, transparency, equal access to justice and judicial
independence as key components of the rule of law in the judiciary.
Their views indicate that without these elements, it is impossible to
achieve true justice and protection of citizens’ rights.
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S.P. Holovaty, a retired judge of the Constitutional Court of Ukraine and member of the European
Commission for Democracy through Law, notes that the rule of law is an idea of exclusively natural law,
the doctrine of natural law, i.e. an idea that arose from the recognition of one fact: a person as a creature
of nature is born with certain rights and freedoms that no one gives him or her and no one has the right to
take away from him or her. And these rights and freedoms are called fundamental, which are inalienable
(S.P. Holovaty, 2006).

Professor P. M. Rabinovich noted that the rule of law can be interpreted as the priority of human rights
in society and is manifested mainly in the following features of state and public life: enshrining in the
constitutional and other laws of the state fundamental human rights (Ilaws that contradict human rights and
freedoms are non-legal laws); dominance in public and state life of such laws that express the will of the
majority or the entire population of the country, while embodying universal values and ideals — first of all,
the right to freedom of expression, 4 person is allowed to do everything that is not expressly prohibited by
law»; mutual responsibility of the individual and the state (Rabinovich PM., 1997).

An interesting interpretation of the rule of law principle is that of the US scholar Raz Joseph, who
believes that the rule of law is often rightly opposed to arbitrary power and is essentially a negative
value. The law inevitably creates a great danger of arbitrary power — the rule of law is designed to
minimize the danger created by the law itself. Similarly, the law can be unstable, unclear, retrospective,
etc., and thus violate people’s freedom and dignity. The rule of law is also designed to prevent this
danger. Thus, the rule of law is a negative virtue in two senses: conformity to it does not cause good
except to avoid evil, and the evil that is avoided is an evil that could only be caused by the law itself
(Raz Joseph, 1979).

To summarize, the rule of law in the above interpretations can be considered a measure of justice based
not only on the law, but also on other social regulators such as customs, moral norms, traditions, legal
doctrines, judicial practice, etc., which can both develop and limit the implementation of a legal norm to
achieve the essence of regulation of social relations.

In this regard, given the complexity of this principle, and taking into account global trends in the
development of legal doctrine, legislators are mostly trying to enshrine the rule of law at the constitutional
level.

Ukraine is no exception in this case. In accordance with the Basic Law of Ukraine, human rights and
freedoms and their guarantees determine the content and direction of the state’s activities. The state is
accountable to the individual for its activities. The establishment and maintenance of human rights and
freedoms is the main duty of the state (Article 3, part two); the principle of the rule of law is recognized
and applied in Ukraine. The Constitution of Ukraine has the highest legal force. Laws and other regulatory
acts are adopted on the basis of the Constitution of Ukraine and must comply with it (Articles 8(1) and
8(2)); «constitutional rights and freedoms are guaranteed and cannot be abolished» (Article 22(2)); «human
and civil rights and freedoms are protected by the courts» (Article 55(1)) (Constitution of Ukraine, 1996).

At the same time, the provisions of the Constitution of Ukraine are norms of direct effect, i.e., they do
not require additional legislative definition.

This article, as already mentioned, aims to analyze the implementation of the rule of law as a
fundamental principle on the example of court proceedings on customs rules violations, since this case
clearly demonstrates the essence of this phenomenon. First, given the importance of customs law for
society, including economic development, social protection, legal stability, security and international
integration. And secondly, given the complex legal nature of customs law, which contains both national
and international character, allowing to regulate relations in the field of movement of goods across state
borders, ensuring a proper balance between national interests and international obligations.

National court practice

According to general statistics, violations of customs rules are constantly increasing, which leads to an
increase in the number of court cases on violation of customs rules. And this is where the question arises
as to the application of sanctions to violators, their amount and proportionality to the offence.

The fact is that the history of Ukrainian constitutionalism knows several cases when the Constitutional
Court of Ukraine questioned the compliance of sanctions proposed by the Customs Code of Ukraine
(Customs Code of Ukraine, 2012) with the rule of law, proportionality and fairness.

For example, in the Decision of the Constitutional Court of Ukraine of July 21, 2021 No. 3-p(11)/2021
in case No. 3-261/2019 (5915/19) on the constitutional complaint of O. A. Odintsova on the compliance
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of certain provisions of the second paragraph of Article 471 of the Customs Code of Ukraine with the
Constitution of Ukraine (constitutionality), which addressed similar issues, it is stated «the application
of the confiscation of these goods under the disputed provisions of Article 471 of the Code in cases of
administrative offenses is not carried out in accordance with all the principles and guarantees of criminal
proceedings, in particular, constitutional guarantees in criminal proceedings to ensure the fairness of
sentencing are not taken into account, which indicates the excessive and arbitrary nature of such an
administrative penalty» (Decision of the Constitutional Court of Ukraine, 2021).

In the Decision of the Constitutional Court of Ukraine dated 5 July 2023 No. 5-p(1)/2023, adopted
in the case on constitutional complaints of A. Dushenkevych, A. Frank, I. Yarosh. Yarosh on the
compliance with the Constitution of Ukraine (constitutionality) of the second paragraph of the first part of
Article 483 of the Customs Code of Ukraine (regarding individualization of legal liability of a person for
a customs offence), in which the Court declared the second paragraph of the first part of Article 483 of the
Customs Code of Ukraine (Decision of the Constitutional Court of Ukraine, 2023) as inconsistent with
the Constitution of Ukraine (unconstitutional).

For the most part, these decisions are due to the fact that, as a general rule, which is reflected in part
two of Article 61 of the Constitution of Ukraine, legal liability of a person is individual (Constitution of
Ukraine, 1996).

Instead, the disputed provisions of part one of Article 483 of the Customs Code of Ukraine establish
mandatory confiscation of goods that are direct objects of customs rules violation. At the same time,
the provisions of the Code of Ukraine on Administrative Offences and the Customs Code of Ukraine do
not define procedural mechanisms that would allow the court to mitigate the measure of administrative
liability determined by the second paragraph of part one of Article 483 of the Customs Code of Ukraine
depending on the existence of mitigating circumstances or allow not to impose it (Code of Ukraine on
Administrative Olffences, 1984; Customs Code of Ukraine, 2012).

Thus, it follows from the content of the sanction of part one of Article 483 of the Customs Code of
Ukraine that the legislator has defined a measure of administrative liability that is not fair and consistent
with a legitimate purpose.

The absence of individualization of sanctions is inherent in many articles of the Customs Code of
Ukraine (in particular, Articles 471, 483), which contain non-alternative sanctions, thus excluding the
assessment of an individual situation by the court, thus creating obstacles to judicial discretion (Customs
Code of Ukraine, 2012).

On this basis, the Constitutional Court of Ukraine concluded that such legislative regulation contradicts
the principles of a democratic society based on the rule of law (in a democratic society based on the rule
of law) (Decision of the Constitutional Court of Ukraine, 2023).

Following these decisions, the court practice, in the absence of amendments to the current legislation,
in view of the need to comply with the rule of law, began to apply a single type of punishment —
confiscation of goods directly related to the administrative offence, to ensure a fair balance between the
general interests of society and the requirements for the protection of fundamental rights of a person,
which will be both sufficient to punish a person for the violation and to ensure compensation for the
violated rights, given that

This example demonstrates how the constitutional principle of the rule of law can change court practice
without adopting additional amendments to the current legislation.

At the same time, the best way to resolve this situation would certainly be to amend the provisions of
the articles that do not specify individualized sanctions, since in this case, the negative consequences are
felt not only by people, but also by the entire state, which does not receive the relevant financial revenues.

International case law

In explaining the international aspect of the topic, we should first of all refer to Article 1 of
Protocol 1 to the Convention for the Protection of Human Rights and Fundamental Freedoms, which
states that everyone has the right to peaceful enjoyment of his possessions; no one shall be deprived of
his property except in the public interest and subject to the conditions determined by law and the general
principles of international law. However, these provisions shall in no way limit the right of a State to
enact such laws as it deems necessary to control the use of property in the general interest or to enforce
the payment of taxes or other duties or penalties (Protocol to the Convention for the Protection of Human
Rights and Fundamental Freedoms, 1952).
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In the judgement in the case of Krayeva v. Ukraine dated 13 January 2022 (application no.
72858/13), the European Court of Human Rights, having found that the amount of the fine imposed
on the applicant for violation of customs regulations (part one of Article 483 of the Customs Code of
Ukraine) constituted an excessive interference with her right to property, contrary to the requirements
of Article 1 of Protocol No. 1 to the Convention, noted, in particular, that «under Article 483(1) of the
Customs Code of Ukraine, under which the applicant was found guilty, a fine equal to the value of the
goods was itself an excessively large sum and the confiscation of the goods were mandatory measures
without any exceptions. The lack of any discretion in this case did not allow the Ukrainian courts to
assess the individual situation, thus rendering any assessment meaningless. The Court has already noted
that such a rigid system is not capable of striking the necessary fair balance between the requirements
of the general interest and the protection of an individual’s property rights (Judgment of the European
Court of Human Rights, 2022).

As a result, the European Court of Human Rights found excessive interference with the applicant’s
property rights, contrary to the requirements of Article 1 of Protocol No. 1 to the Convention for the
Protection of Human Rights and Fundamental Freedoms (Protocol to the Convention for the Protection of
Human Rights and Fundamental Freedoms, 1952). The Grand Chamber of the Supreme Court reviewed
the decision, the person’s application was partially satisfied, the decision of the court of appeal was
canceled and the case of an administrative offense under Part 1 of Article 483 of the Code of Criminal
Procedure was sent for a new trial to the court of appeal (Y. Luhansky, 2024).

The European Court of Justice (CJEU) also has experience in considering similar cases, often
emphasizing in its judgements the need to comply with the principle of proportionality in relation to
customs and administrative violations. For example, in the case of Pascoal & Filhos Ld* v Fazenda Publica,
the court found that the sanctions for misdeclaration of goods were disproportionate and should have been
reduced in accordance with the actual harm (case Pascoal & Filhos Ld“v Fazenda Publica.1997).

In the case of United States v. Bajakajian, Antonios Bajakajian attempted to export more than $357,144
without declaring it, in violation of federal law requiring the declaration of amounts in excess of $10,000.
The US government attempted to confiscate the entire undeclared amount. The U.S. Supreme Court ruled
that the forfeiture of the entire amount was excessive and violated the Eighth Amendment. The Court
found that although Bayakajian had committed an offence, the forfeiture of the entire amount of money
was disproportionate to the nature of the offence. In this case, the Supreme Court applied the rule of law
principle by protecting the rights of individuals from disproportionate and excessive punishment by the
government. The court ensured that even in the event of a violation of the law, the individual’s rights to
a fair and proportionate process remain protected. The rule of law principle has been used to establish
the limits of the government’s power to confiscate property, protecting individual rights from excessive
punishment (United States v. Bajakajian , 1998).

In another case — Canada (Attorney General) v. Igloo Vikski Inc. on the issue of classification of
goods under the customs tariff, namely hockey sticks imported by Igloo Vikski Inc. and determination of
whether these goods fall under a certain category of the customs tariff with different customs rates, the
Supreme Court of Canada applied the rule of law principle through: equality before the law; legality and
legal certainty, transparency of the judicial process and independence of the judiciary (Canada (Attorney
General) v. Igloo Vikski Inc, 1998).

These examples demonstrate the unity of approaches aimed at implementing the rule of law at both the
national and international levels.

Conclusions. A4s a result of the study of national and international judicial practice of applying the
rule of law in cases of prosecution for violation of customs rules, it was found that the rule of law is
fundamental to ensuring fairness in the legal system. It includes equal access to the courts, objectivity of
court decisions, transparency of procedural rules and independence of the judiciary. The rule of law ensures
fairness, equality before the law and protection of citizens’ rights and freedoms, which are fundamental
requirements of a democratic society.

The Ukrainian court practice on the application of the Customs Code of Ukraine to take into
account the principle of proportionality as an element of the rule of law and the decisions of the
Constitutional Court of Ukraine demonstrate the importance of individualizing liability for violation
of customs rules. Sanctions that do not take into account the individual circumstances of the case
have been recognized as unconstitutional, as they contradict the rule of law. At the same time, it is
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noteworthy that Ukrainian courts, without amending the current legislation, based on this principle,
were able to quickly respond and change the practice towards human rights and freedoms and ensuring
compliance with this principle.

International experience also confirms the importance of the rule of law in law enforcement. In
international courts, this principle is manifested through the requirement of fairness, transparency and
objectivity in decision-making. International standards require that national legislation and judicial
practices comply with universal values and principles, which enshrines the rule of law at the international
level.

Adherence to the rule of law in judicial proceedings is a prerequisite for achieving justice, equality and
legal security in a society committed to democracy and human rights.
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IIpeomemom Odocniddicenns € ce2MeHMAnbHULL NPOAE NPUHYUNY BEPXOBEHCIBA NpA8d Y CYOOBUX CHNPABAX NPO
npumseHeHHs: 00 AOMIHICMpPAmMUHoOl 8I0NOBIOAILHOCMI 30 NOPYUIEHHS. MUMHUX NPABUL SK HA HAYIOHATBHOMY,
mak i Ha MidNCHapoOHoMy pigHsx. Memoio dociiodcents € 00CIONCeHHS NPAKMUYHO20 3ACOCYBAHHS NPUHYUNY
BEPXOBEHCMBA NPABA Y CIPABAX PO AOMIHICPAMUBHY BION0GIOATLHICIY 3a NOPYULEHHS MUmHuUX npasu.i. Memoou
oocniomncennn. Y x00i 00cniodicents asmopu 6UKOPUCMOBY8Al 3a2albHuUll Ma CHeYianbHull Memoo CUCMEMHO20
ananizy, dianeKmuuHuil Memoo, hoPMAanbHO-I02IUHULL MEMOO Ma CIMPYKIMYPHO-QYHKYIOHATbHUL MEmOO, d MAKONC
HU3KY eMRiputuHux memoodis. 3okpema, memoo nopisHauusa 0y6 6UKOPUCTMAHUL 08 6UYEHHS NpeoMema cmammi
8 NOPIGHAHHI 3 HAYIOHANLHOIO MA MIJCHAPOOHOIO €VA060i0 npakmukol. Pesynomamu docnioncenns noxasanu
HeOOXIOHICMb AKICHO20 PO32NA0Y NPUHYUNY 6EPXOBEHCMBA NPABA 3 MOYKU 30pY NOMPedU peopmysanHs NOL0KHCeHb
Mumnoeo xodexkcy Ykpainu 3 memoiw 6paxyeanHs npoOROPYIHOCMI AK eneMeHma NPUHYUNY 6epXO6eHCBA
npasa. Aemopu 3a3navaioms npo HeoOXionicmy gHecenHs 3min 0o Mummnoeo kodexcy Ykpainu ons 6cmanoenens
iHOugidyanizayii noxapaus. BucnHogku cmammi maxkodic 6Kazymo HA i0eHMUUHICMb HAYIOHAILHOI NPAKMUKY Md
MIDICHAPOOHOT CYO08OT NPAKMUKLL, 0e OCHOBHI NPUHYUNY BUKOPUCINOBYIONBCS OISl BIOHOBIEHHSL CPABEONUBOCHI] Ma
3GXUCTY NPAG SPOMAOSIH.

Y 6ucroexy modcna saznauumu, wo cmamms 00CuiodHCcye OCHOBHI O3HAKU 3ACMOCYBAHHSL NPUHYUNY BEPXOBEHCINGA
npasa y cnpaeax npo NpumseHeHHs 00 GiONO0GIOANbHOCMI 34 NOPYWEHHS MUmHUX npagui. Aemopu Oitiunu
BUCHOBKY, W0 HAYIOHANLHA NPAKIMUKA MA MINCHAPOOHA CY008A NPAKMUKA € I0EHMUYHUMU | OCHOBHI NPUHYUNU
BUKOPUCTOBYIOMbCS OISl BIOHOBIEHHS CIPABEOAUBOCTNT A 3AXUCTY NPAs 2poMAsH. Ha octosi ybo2o docriodcenus
HAYIOHATHA NPAKMUKA 0e3 HeCeHHs 3MiH 00 YUHHO20 3AKOHOOABCHBA 3MO2NA WEUOKO pedacyeamu i 3MiHI08amu
APAKmMuKy y OiK 3axucmy npag i c60600 MOOUHY Md 3a0e3NeUeHHs, OOMPUMAHHS Yb0O20 NPUHYUNY.

KarouoBi cjoBa: TpHHIMIT BEPXOBEHCTBA IIpaBa, MPOMOPMIHHICTE, aJAMIHICTPATUBHE IPOBAHKECHHS,
MDKHApOTHUN JOCBi, MKHAPOIHI CTaHIAPTH, CAaHKIil, MUTHE TIPaBO, 1HIUBITyaTi3allist IpaBuil, MPaBOBi
TIPUHIIHAITN, MEXaHi3M 3aCTOCYBaHHSI, IPOIEypHA MiATPUMKA, TAPAHTI1, CyIOBa TPAKTHUKA, CIIPABEIHBICTh,
NPABOCY/IsA, CIIPABU MPO MOPYIICHHS! MUTHUX MPABHUIL
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