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CUSTOMS POLICY OF UKRAINE IN THE CONTEXT  

OF CYCLICAL ECONOMIC DEVELOPMENT 
Abstract. It was determined that the Ukrainian economy is much more exposed to sharp 

fluctuations in economic activity, while the development of the economies of the EU countries is 
more stable and predictable without rapid jumps in economic development. The main factors 
influencing the cyclical development of the Ukrainian economy were analyzed in the article. The 
significant influence of the political situation on the economic development of Ukraine is 
determined. The substantive influence of foreign economic factors on the development of economic 
processes in Ukraine is substantiated. It is determined that effective and balanced customs policy of 
Ukraine can promote the rapid development of foreign trade, which will help to overcome the 
negative consequences of cyclical economic development. The creation of a free trade zone 
between Ukraine and EU countries in the context of cyclical economic development is considered. 
The main advantages and probable risks of reducing tariff and nontariff barriers in trade between 
Ukraine and the EU countries are revealed. Considered the volume of trade flows between Ukraine 
and the EU, it is substantiated that Ukraine has a rather weak position in trade relations with EU 
countries, this is reflected in the negative balance of foreign trade with the EU countries, as well as 
in the attraction of exports of goods with low value added. 

The volume of tax revenues for international trade to the State Budget of Ukraine is 
analyzed, on the basis of which it is determined that the liberalization of trade relations with the EU 
in the first periods of the creation of the free trade zone has led to a significant reduction of customs 
duties to the State Budget of Ukraine. It is substantiated that the establishment of a free trade zone 
with the EU would be less threatening in terms of the interests of the Ukrainian economy, in the 
event that it took place during the period of stable economic growth. 

Keywords: business cycle, customs policy, customs duty, international trade, Free trading 
zone. 
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Introduction. The cyclic nature is an objective regularity of development, which is 

characteristic for all economic systems of the world. Recently, the Ukrainian economy has been 
demonstrating downward trends that have an affect on the activities of almost all economic actors, 
and especially of subjects of foreign economic activity. An analysis of the cyclical nature of economic 
development in Ukraine and in the EU countries, the impact of such cyclical fluctuations on foreign 
trade is relevant in the context of the European integration processes that are currently characteristic 
of Ukraine. The state’s customs policy is a powerful fiscal instrument that provides a significant share 
of revenues to the state budget, in addition it is aimed at regulating foreign trade. During the 
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formation of customs policy is extremely important to taking into consideration the state trends of the 
economic development. The formation of an effective set of customs policy measures helps to reduce 
the negative consequences of the economic crisis on the foreign trade sphere. 

Analysis of researches and problem statement. Researches of economic dynamics are 
reflected in the writings of such scholars as J. Keynes [1], W. Mitchell, S. Kuznets [2],  
J. Schumpeter [3] and others. Problems of cyclic economic growth are studied in the works of 
Ukrainian scientists O. Bilorus, O. Bandura, V. Geyts, M. Skrypnichenko, M. Tugan-Baranovsky 
and many others. Questions of the customs policy of Ukraine are considered in the works of such 
scientists as K. Vladimirov, O. Grebelnik, V Dudchak, O. Martynyuka, V. Pashko. 

However, some aspects of the economic dynamics in Ukraine and in EU, and the 
peculiarities of the Ukraine customs policy in the context of cyclical economic development are not 
sufficiently covered in scientific works. 

The purpose of the article is to analyze the cyclical patterns of development of the economic 
systems of Ukraine and of EU, and to determine the problematic aspects of the formation of the 
Ukraine customs policy in the context of the development of European integration processes. 

Results of the research. The Ukrainian economy has a number of features, because of the 
cyclic patterns of development are differed from the European tends. We compare the 
characteristics of Ukrainian economic development and of the European Union. For the analysis, 
we use the GDP indicator, which reflects the final result of the production activity of economic 
units in the sphere of tangible and intangible production (Fig 1). In general, European trends in 
economic development are rather stable without significant amplitudes of fluctuations, as compared 
to the situation in Ukraine. 

 

 
 

Fig. 1. Growth rates of GDP during 1991—2018 in Ukraine and EU countries 
Source: [5]. 
 
Throughout the world a period of economic growth took place from 1991 to 2008, at this 

time the EU volume of GDP showed an increase every year, but the growth rate was not very high, 
on average about 2% per year. The growing part of Kondratieff’s fifth long wave was during this 
period [4]. This trend in the world has changed only after the beginning of the world financial crisis 
of 2008. 

Global trends of economic development have not always fullest manifested in the Ukrainian 
economy. During 1991—1999, the GDP of Ukraine was declining each year. The rate of decline 
until 1996 was very high — more than 10% annually. In 1997—1999, the recession was slowing 
down. During this period, the Ukrainian economic system was in deep structural crisis, when the 
restructuring took place from the planned economy to the market economy.  
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An annual increase of GDP in the Ukrainian economy was since 2000 to 2009. GDP growth 
rates in Ukraine were higher than in the EU. This trends due to the influence of a number of 
favorable factors, both internal and external: 

— completion of the transformation process from the planned economy to the market 
economy. The final transformation of Ukraine from the status of the state with the transition 
economies to the status of the state with the market took place only at the end of 2005. The 
European Commission recognized Ukraine as a state with market economy at the end of 2005, and 
the US Department of Commerce — in early 2006. But the processes of forming market relations 
were mostly at the final stage at the beginning of the second millennium [6]; 

— favorable foreign trade conditions. The high world prices for the main products of 
Ukrainian exports — metal products, machine building products, agricultural products — allowed 
domestic exporting companies to receive high profits. During 2000—2003 the growth export of 
goods has almost doubled. The acceleration of the growth exports of machine building products 
increased by 38.3% in 2003, but the CIS countries were the main consumers of such products. In 
2003, agricultural products exported from Ukraine in the amount of over 2.7 billion dollars, which 
is 14.4% more than in 2002. During 2000—2003 volumes of industrial production increased by 
60.3% [6]; 

— effective reforms in the economic and social spheres. The introduction of a simplified tax 
system in 1999 facilitated the development of small businesses. The growth rate of the number of 
small business units 2000 was 13.4%, and in 2001, — 22,6%. Increasing the level of social 
standards. The growth of the minimum wage was 31% compared to the previous year in 2001; 

— relative political stability during the period since 2000 by the end of 2004. Significant 
decline in the GDP growth rate occurred in 2005 (more than 10%), one of the reasons for which 
was an unstable political situation. During 2006—2007, when the political situation stabilized, the 
Ukrainian economy again began to show rapid GDP growth. During the period of the global 
financial crisis, which began in 2008, the pace of decline of GDP in the Ukrainian economy was 
much higher than in the EU. So in 2009, Ukraine’s GDP fell by 14.8%, while in European countries 
— by 4.4%. GDP growth rates in Ukraine were higher than in European countries in the period of a 
post-crisis recovery since 2010 to 2013. 

The Ukrainian economy was in a crisis situation in 2014—2015, GDP showed a negative 
dynamics, which was conditioned, first of all, by a number of internal factors of political and 
military character. The downward trend in economic development in Ukraine has changed on the 
rise trend in 2016. The GDP growth rate in Ukraine was almost equal to the GDP growth rate in the 
EU. 

Thus, the tendencies of economic development in Ukraine and the countries of the EU are 
differ. The economic develop of EU is more stable, without such sharp jumps of economic 
development as in the Ukrainian economy. A distinctive feature of the Ukrainian economy is the 
high degree of dependence on the political situation in the state. It is also possible to note the high 
develop potential of the Ukrainian economy, as in the «favorable» periods of economic growth, 
GDP growth rates in Ukraine were much higher than in EU. Consider the volume of trade flows 
between Ukraine and the EU during 2004—2016 (Fig. 2). Period since 2004 was analyzed, because 
the «big» enlargement of the EU from 15 participating countries to 25 occurred in 2004, therefore, 
to compare the dynamics of import and export in absolute figures for the period up to 2004 is 
incorrect. 

The balance of foreign trade between Ukraine and the EU countries was negative since 
2005, thats indicates the weak position of Ukraine in trade relations with the EU countries. In the 
structure of exports of Ukrainian goods to the EU traditionally prevailing precious metals and 
products from them and products of vegetable origin — that is, goods with relatively low value 
added. Therefore, it is very important for the Ukrainian economy to increase the volume of exports 
to the EU countries and change structure of export, which will increase the currency revenues to the 
state and stimulate the further development of the economy. 
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Fig. 2. Volumes of foreign trade between Ukraine and EU countries in 2004—2018  

Source: [7]. 
 
Consequently, the character of the trade relations development corresponds to the general 

tendencies of Ukrainian economic development (Table 1).  
Table 1 

Trends in economic development and in trade between Ukraine and the EU 
Period The trend of EU 

economic development 
The trend of Ukrainian
economic development 

Trade between Ukraine and the EU
import export

2005—2008 moderate growth rapid growth rapid growth rapid growth
2009 moderate recession rapid recession rapid recession rapid recession

2010—2011 moderate growth rapid growth rapid growth rapid growth
2012—2013 moderate growth moderate growth moderate growth moderate recession

2014 moderate growth rapid recession rapid recession moderate growth
2015 moderate growth rapid recession rapid recession rapid recession

2016—2018 moderate growth moderate growth rapid growth moderate growth
 
A decrease in volumes of both export and import took place in the crisis for Ukraine 2009 

and 2015. Exports and imports between EU and Ukraine increased in 2016, growth was about 3% 
for exports and about 11% for imports. The growth of Ukrainian GDP by 2.3% was also 
characteristic for this period. 

The Association Agreement between Ukraine and the EU was signed in 2014. The 
temporary application of the Agreement was implemented on November 1, 2014. The Section IV of 
this Agreement, which governing the formation of the EU—Ukraine free trade zone, came into 
force from January 1, 2016 year [8]. 

There is significant interconnectivity of the external Ukrainian trade sector and the general 
macroeconomic situation in the state. The purchasing power of citizens, and hence volumes of 
imported products sold in the state, is reduced during the periods of recession in the state. The 
possibilities of exporting products with high competitiveness in the European market are reduced, 
and therefore their overall volumes are decreasing. 

The state influences on development of foreign trade relations with the help of customs 
policy, which is a system of principles and directions of the state’s activity in the protection sphere 
of customs interests and provision of customs security of Ukraine, regulation of foreign trade, 
protection of the domestic market, development of the Ukrainian economy and its integration into 
the world economy. State customs policy is an integral part of state economic policy [9]. 

The implementation of the regulatory function of customs policy, which consists in 
implementing the state’s influence on foreign economic relations to ensure the realization of 
national interests and interests of domestic commodity producers, is extremely important in the 
context of the post-crisis recovery of the current characteristic of the Ukrainian economy. 

The dominant of development of the Ukrainian foreign policy is the European integration 
processes and the formation of the EU-Ukraine free trade zone. 
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The free access of Ukrainian goods to the European market contributes to the development 
of domestic production, on the one hand. However, given the traditionally negative balance of the 
external trade between the Ukraine and the EU, the reduction of barriers to European import to 
Ukraine may harm to national commodity producers, despite the fact that the lifting of barriers will 
be «asymmetric» in favor of Ukraine. The transition period for Ukraine will be from three to ten 
years, and for the automotive sector it will be fifteen years. EU countries must abolish trade barriers 
for seven years. 

Customs policy, in addition to influencing on the foreign trade sphere, also performs an 
important fiscal function for the state. The volume of tax revenues for international trade in the 
State Budget of Ukraine in 2004—2018 was analyzed (Fig. 3). 

 
Fig. 3. Revenue of taxes on international trade in UAH billion to the Ukrainian State Budget in 

2004—2017  
Source: [10]. 
 
There are two types of duties — import and export, depending on the direction of movement 

of goods crossing the customs territory of Ukraine. The volume of such payments depends on the 
volume of exports and imports and the rates of customs payments established in the state. 

The volumes of revenues from taxes on international trade were steadily increasing (except 
2006 when there was a slight decrease) during the period of 2004—2008. A decrease in this type of 
revenues was in 2009, in the time of the global financial crisis. It is explained by the effect of general 
macroeconomic trends and a significant reduction in the volumes of exports and imports of goods, as 
well as a series of measures of the customs policy of the country, which were introduced in this 
period. The average weighted rate of customs duty was reduced from 8.1% in 2008 to 6.9% in 2009. 

Revenues from taxes on international trade showed a steady upward trend in 2010—2013, 
but in 2014, this trend was discontinued. A significant increase in the volume of revenues from 
customs payments was in 2015, in a period of rapid economic downturn, accompanied by a 
reduction in foreign trade volumes. The main reason of this trend was the revision of the 
preferential rates of customs duties on products from the Russian Federation.  

Liberalization of foreign trade relations between Ukraine and the EU and introduction of a 
free trade zone started in 2016. The reduction of customs duty revenues amounted to 40% compared 
to the previous year, changes in the volume of imports were slight on this time. This was mainly 
due to the reduction of import duties for goods from EU. 

Thus, the liberalization of trade relations between Ukraine and EU has led to a significant 
reduction in revenues from customs duties to the state budget in the first periods. At the same time, 
the growth of imports European goods is more significant than the growth of Ukrainian exports. 
The Ukrainian economy has not fully recovered from the crisis, a large part of the enterprises are 
loss-making, there are inflationary processes in the country, most domestic producers are not able to 
pass all the necessary certification and quality assurance procedures necessary for the export of their 
products to the EU 

Conclusions. As a result of the GDP analysis it was determined that the development of the 
Ukrainian economy is very unstable. The cyclical patterns of economic development, which are 
characteristic of the EU states economies, are more expressed in the Ukrainian economy.  

Conducted research has shown that the Ukrainian economy, in comparison with the EU, is 
characterized by significantly lower indicators of stability and predictability of development. The 
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influence of various internal factors on the cyclical dynamic of economic development, which often 
leads to declining tendencies in the state’s economy, is very high in the Ukrainian economy. The 
Ukrainian economy has just begun to recover after a deep economic crisis now. Therefore, an 
important task of the state economic policy in general and customs policy in particular is to support 
economic development in the country 

The development of integration processes and the liberalization of trade relations with the 
EU in the future will contribute to stabilizing and growth of Ukraine’s economy. However, the 
EU—Ukraine free trade zone was implemented in a period, when the Ukrainian economy has not 
fully recovered immediately after a deep economic downturn. A significant decrease in import duty 
revenue to the Ukrainian state budget was in the first periods of free trade zone formation, despite 
the «asymmetric» nature of overcoming trade barriers between Ukraine and the EU. The growth of 
exports to the EU countries was lower than the growth of imports, this is a threat to the Ukrainian 
economy. The introduction of a free trade zone with the EU would be less threatening in terms of 
the interests of the Ukrainian economy, if it occurred during a period of steady economic growth. 

As a result of the research it is determined that an increase in the volume of exports of 
Ukrainian products will help for faster post-crisis recovery of the Ukrainian economy. This requires 
modernization of production facilities and improvements the competitiveness of Ukrainian 
products. 
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