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KOHTPABAHJIA SIK 3ATPO3A
MMTHIN BE3NELI JEPKABH

AHoTauis. Po3kpuTo ocobnmeocTi iHTerpadii YkpaiHu y CBITOBUI €KOHOMiIYHWIA NPOCTip. [ocniaXeHo CyTHICTb
NOHATTHA «MUTHa 6e3nekay. BcTaHOBMEHO, WO HasiBHI NigXxoan MOXHa NOAINUTY Ha ABi rpynn: PO3YMiHHS MUTHOT
Be3neku sk CTaHy 3axMLLEHOCTI MUTHUX iIHTEPECIB AepKaBuy Ta ik KOMMIEKCY 3ax04iB AepXKaBu Y MUTHIN cdepi.
BunaHayeHo, WO OCHOBHOW 3arpo3ot0 MUTHIM 6e3neui YkpaiHn € koHTpabaHga. [ocnigkeHO MOXOAXKeHHS
TepmiHa «koHTpabaHga». NpoaHanizoBaHO 06CArM 30BHILUHLOEKOHOMIYHOrO TOBapoobopoTy Ta BU3HAYEHO,
wo obcarm iMnopTy nepeBuLLyOTb OBCArM eKCnopTHUX onepadii, WO CBiAYMTb MPO iMAOPTO3aNEXHICTb
nepxasu. NMpoBeneHo ouiHKY obcsariB «TOBapHOi» KOHTpabaHan. PO3KPUTO rONoBHI 30BHILLHI Ta BHYTPILLHI
MPUYMHU NOLUMPEHHS KOHTpabaHaHux cxeM. OxapakTepn3oBaHO OCHOBHI HACMIOKM NOLUPEHHS KOHTpabaHau
ONns eKOHOMIiKM KpaiHu. [MpoaHanisoBaHoO Cymu BTpaT AepXKaBHOro GIoaXeTy Yepes iCHyBaHHSA KOHTpabaHaHMX
cxeM. 3anponoHOBaHO 3axoau Wwoao 60poTebu 3 HUMMK.
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SMUGGLING AS A THREAT
TO THE CUSTOMS SECURITY OF THE STATE

Abstract. The article reveals the essence of the concepts of «customs security» and «smuggling». It is
established that the main threat to the customs security of Ukraine is the prevalence of smuggling schemes.
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Analyzed the volume of foreign trade turnover, the volume of «commodity» smuggling, the amount of state
budget losses due to the existence of smuggling schemes. The main external and internal reasons for the
spread of smuggling schemes were disclosed. The main consequences of the spread of smuggling for the
economy of the country are characterized. Measures to combat smuggling schemes are proposed.

Key concepts: customs security, smuggling, external and internal factors of smuggling, consequences of

smuggling, state budget losses.

Introduction

Integration of Ukraine into the world economy
should take place at the same time ensuring an
appropriate level of its economic security. Glo-
balization processes, the openness of national eco-
nomic borders, the lack of a clear protectionist pol-
icy create a lot of threats and risks for the national
economy. Customs security is an important com-
ponent of economic security. Non-compliance
with customs interests of the state affects various
areas of the economy: it reduces the level of com-
petitiveness of domestic producers, increases the
volume of shadow economic flows, reduces the
level of state budget revenues, contributes to the
outflow of capital and currency values outside the
state, creates conditions for job cuts, etc. Signifi-
cant threat to customs security of Ukraine is a sig-
nificant volume of smuggling.

Analysis of recent research and publications

The problem of ensuring customs security of the
state has been the subject of research by many sci-
entists, in particular M. Huba [1], N. Havlovska
[2], M. Kuleshyna [3], N. Levko [4], A. Nedo-
behga [3], I. Novosad [5], A.Osadchuk [2],
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P. Pashko [6], P. Pisnoy [6], E. Rudnichenko [2]
and other leading scientists. However, the consid-
eration of smuggling problems through the prism
of threats to state customs security is little studied
and therefore requires further study.

Purpose

The purpose of the article is to study smuggling
as a threat to the customs security of the state, the
disclosure of the main causes and consequences of
its commission.

Results

Ensuring the economic development of the state
cannot be achieved without the protection of its
foreign economic interests and, in particular, cus-
toms security. The importance of regulating the
relations in the customs sphere increases in view
of its importance for the economy and filling the
state budget. Analysis of the volume of foreign
trade turnover of Ukraine during 2010-2020. It
showed significant volumes of export-import and
dependence of domestic economy on imported
goods (Fig. 1).
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Fig. 1. Volumes of foreign trade turnover of Ukraine in 2010-2020, $ billion. USA

Source: [7]
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Foreign trade turnover is also important for
filling the state budget. Budget revenues from
foreign trade operations are formed not only
from customs payments, but also from VAT on
imported goods and excise tax on imported
excisable goods. Thus, in particular in 2020.
The amount of excise tax on imported excisable
goods was 57,8 UAH billions or 5,38% of total
state budget revenues, the amount of VAT on
imported goods — 274,1 UAH billions or 25.7%,
customs fees — 30,5 UAH billions or 2,83% of
state budget revenues respectively. The aggre-
gate share of customs payments in the structure

of state budget revenues in 2020 is about 35% of
total budget revenues.

Customs security and protection of customs
interests of the state have always been the subject
of scientific research. However, despite the exist-
ence of a large number of scientific publications,
there is still no unity in the understanding of the
essence of the concept of «customs security»
among scientists. The existing approaches can
be grouped into two subgroups: understanding of
«customs security» as a state of protection of cus-
toms interests of the state «and as a set of meas-
ures of the state in the customs sphere (Table 1).

Table 1
Approaches to the interpretation of the essence
of the concept of «customs security»

Author, source

Definition of «customs security»

Understanding «customs security» as a certain state of the economy

Customs Code
of Ukraine [8]

Customs security is a state of protection of customs interests of Ukraine

P. Pashko [6]

Customs security is a state of protection of economic interests of the state in the customs
sphere, which makes it possible in various external and internal conditions regardless
of any conditions to ensure the movement of goods across the customs border, customs
regulations, customs control procedures and combat smuggling

1. Novosad

[5]

Customs security is a state of protection of fiscal interests of the state, provided by measures
of customs administration, aimed at countering the deviant behavior of the subjects of the
customs system and the effective implementation of customs policy of the state

M. Huba
[1, p. 80-81]

State customs security is defined as the state of protection of customs interests of Ukraine,
provided through effective implementation of state tax policy and state customs policy,
characterized by the reliable functioning of the customs system, the security of the
customs space of the country, the openness of the national economy and an acceptable
level of export-import dependence of the state and is based on the consideration of fiscal-
regulatory priorities of the country and the interests of taxpayers

M. Levko
[4,p. 17]

Customs security is a protection of customs interests of economic entities, the state and the
international community, which ensures sustainable development, timely identification,
prevention and neutralization of real and potential threats to national interests in the
customs sector and other areas of government when there are negative trends to create
potential or real threats to national interests, the neutralization of which lies within the
competence of customs authorities

Understanding «customs security» as a set of measures
of the state in the customs sphere

N. Havlovska,
0. Osadchuk,
E. Rudnichenko
[2, p. 53]

Customs security is a complex of effective economic, legal, political and other measures
of the state to protect the interests of the people and the state in the customs sphere. It
plays an important role in the system of economic security of the state as a whole and
financial security in particular, because it is focused on ensuring economic interests in
the foreign economic and financial spheres simultaneously

O. Nedobega,
M. Kuleshyna

(3]

Customs security is an integral part of economic security, primarily through the
focus on the protection of national economic interests and the protection of national
producers
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Smuggling is a significant threat to the cus-
toms security of the state. Smuggling (from Ital-
ian contra — against, bando — decree) is the illegal
movement of goods across the customs border.
Despite the fact that the Customs Code of Ukraine
[8] regulates the relations arising between different
subjects in crossing the customs border, defines
the powers of customs authorities in the field of
counteraction and prevention of smuggling, the
very definition of «smuggling» is not given. At the
same time, the Criminal Code of Ukraine defines
smuggling as the movement across the customs
border of Ukraine beyond customs control or with
concealment from customs control of cultural val-
ues, poisonous, potent, explosive substances, radi-
oactive materials, weapons or ammunition (except
smooth-bore hunting weapons or ammunition for
it), parts of firearms, as well as special technical
means of covert information acquisition [9].

Without detracting from the importance of
combating illicit trafficking in narcotic substances
and weapons to ensure the economic security of
the state, it is the «commodity» smuggling that is
important (Fig. 2).

—The predominance of raw materials in
exports;

— The openness of the domestic economy, the
lack of strict export and currency controls;

— High level of dependence of the domestic
market on imported goods;

— Lack of an effective mechanism to support
domestic commodity producers. Among the fac-
tors for the spread of smuggling it is advisable to
include the following:

— Technological backwardness of the domes-
tic economy and, as a consequence, the low level
of its competitiveness;

—The domestic commodity producers are
being squeezed out of the domestic market by for-
eign producers;

— Unfavorable economic situation in the coun-
try, low income level of the population;

— Imperfect national legislation, low level of
legal, financial and organizational culture of eco-
nomic entities;

— Lack of negative attitude of the population to
smuggling. According to a survey [11] conducted
in 2020 by the Institute for Economic Research
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Fig. 2. Volumes of smuggling of goods to Ukraine in 2013—2021, USD billion

* Data for 2020-2021 forecast
Source: [10]

Given the volume of «commodity» smug-
gling, the openness of the domestic economy and
its import dependence, we can assume that in its
absence, the volume of customs revenues to the
budget would be equal to domestic tax revenues.

Both internal and external factors influence
the spread of smuggling. The external factors
include the following:

— Loss of markets for domestic products on
the world market;

and Policy Consulting, more than half of the
respondents (55%) indicated the negative impact
of smuggling on the economy of the country, while
42% of respondents indicated the negative impact
of smuggling on the economy, but positive for cit-
izens. That is, 97% of respondents recognized the
negative impact of smuggling on the economy.
However, when studying such a negative
phenomenon as smuggling, priority is given not
only to the causes of its spread, but also to the
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consequences of its impact on the economic secu-
rity of the country. The consequences of smug-
gling are of a general nature and manifest them-
selves in various areas:

— creates a threat to the life and health of the
population of Ukraine. Goods smuggled into the
customs territory of Ukraine are not subject to state
control and therefore may contain poisonous sub-
stances, be of inadequate quality, which may cause
both increased morbidity and lethal outcomes;

— smuggling contributes to an increase in
crime. The entrenchment of smuggling contrib-
utes to the creation of transnational criminal
groups that have significant financial resources.
This has a negative impact on the economic,
political and social security of the country. For
example, in 2020. 114 criminal offenses under
Article 201 of the Criminal Code «Smuggling»
were counted [12];

— creates a decrease in the revenue part of the
budget. Smuggling is actually the exemption of
imported goods from any taxes and fees on the ter-
ritory of Ukraine [10, p. 3]. Since, as noted above,
customs payments constitute a significant part of
the revenue part of the budget, the prevalence of
smuggling schemes reduces the volume of tax rev-
enues of the budget (Fig. 3).

and excise tax are much lower at $ billions 1,3
and $ billions 0,2 USD, respectively. The cumu-
lative budget losses are as high as $ billions 5,2
in 2021 [10].

Because of the existence of smuggling
schemes tax burden on legal businesses is growing.
Undoubtedly, it is impossible to combat smuggling
in its entirety, but reduction of its volumes by 20%
will reduce the rate of personal income tax by 2%,
corporate income tax by 4% and VAT by 1%. If
smuggling is «whitewashed» by 60%, the rates of
these taxes can be reduced by 5%, 13% and 3%,
respectively [10];

— increases the volume of the shadow econ-
omy and reduces the competitiveness of domes-
tic commodity producers. «Commodity» smug-
gling makes domestic goods uncompetitive in
price, stimulates demand for imported products
and thereby supports foreign producers. As a
consequence, the demand for domestic prod-
ucts is reduced, the volume of sales of domestic
goods is reduced, the number of jobs and wage
fund is reduced, labor migration increases, the
demand for foreign currency increases, which
in turn contributes to the devaluation of the
hryvnia.
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Fig. 3. Volumes of losses of the state budget of Ukraine in 2013-2021.
Due to the existence of smuggling schemes, billion USD

* Data for 2020-2021 Forecast
Source: [10]

The biggest loss of budget revenues is
expected from the shortfall of VAT revenues from
imported goods. Thus, more than $3 billions will
not be received by the state budget. The sums of
duty and excise tax are much smaller, amounting
to $ billions 1,3 in 2021. The amounts of duty

Conclusions

In summary, we note that the macroeconomic
«effect» of smuggling is manifested not only in the
shortfall in payments to the budget, the increase
in the shadow economy, economic losses and
damages. The real harm caused by smuggling is
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the violation of the principle of fair competition,
which affects, first of all, the legal business. The
problem of smuggling is complex and therefore to
overcome it it is necessary to develop a number of
measures in different spheres:

—to introduce a system of control over the
movement of goods not only through the customs
border of the country, but to introduce a national

system of control over the movement of goods;
—to establish cooperation between the State
Customs Service of Ukraine and the customs ser-
vices of partner countries to exchange information
on the movement of goods across the border;
—to form a negative attitude in the society
towards smuggling.
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