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Abstract. The economic integration of Ukraine primarily involves the implementation of the measures of the Association
Agreement with the EU, which covers various sectors. The key sectors of the Association Agreement include Customs
Matters and Trade Facilitation as well as Taxation. The aim of the article was to study the impact of customs and taxation
aspects on the integration processes of Ukraine and the EU in the context of globalization processes in the economy.
The tasks set in the study are solved using scientific methods of analysis and synthesis, historical and chronological,
statistical, economic and graphical methods as well as the abstract-logical method. The genesis of the implementation
of the activities of the Association Agreement with the EU in the sectors of Customs Matters and Taxation are examined.
The problematic aspects of the implementation of the integration of Ukraine with the EU are summarized. The state of
foreign economic activities is analysed and it is noted that the Association Agreement has had a positive impact on the
volume of foreign economic activities, but has not resulted in a positive foreign trade balance. It is noted that customs
payments account for the largest part of the revenues of the consolidated budget of Ukraine and that the main share of
budget revenues is value added tax. The structure of exports and imports (by commodity and country) is analysed and it
is noted that Ukraine is gradually moving away from the production of engineering products and focusing its efforts on
the agro-industrial sector. The sectors of the Association Agreement that negatively affect the processes of customs and
tax regulation are identified and ways to resolve problematic issues are proposed. The practical significance of the results
obtained lies in the generalization of measures for the implementation of the Association Agreement by Ukraine, the
identification of existing problems, and the development of proposals for their solution
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¢ INTRODUCTION

Customs and tax policies are among the most important
components of the state’s foreign economic policy. Within
the framework of customs policy, both tariff and non-tariff
regulatory measures may be envisaged, which may, on the
one hand, accelerate the processes of customs clearance
and, on the other hand, include additional customs con-
trol measures. Tax policy affects the processes of foreign
economic activity (FEA) through the collection of pay-
ments laid down in tax legislation for exports and imports.
Both policies are directly related to the processes of eco-
nomic integration of Ukraine. The integration processes
in Ukraine started after independence, as since 1991 the
state has had to independently ensure the development of
economic, political and other types of relations with other
states. The first framework agreement between Ukraine and
the EU was the Agreement on Partnership and Cooperation
between Ukraine and the European Communities and their
Member States (1994), which was signed in 1994, provision-
ally applied since 1996, and fully entered into force in 1998.
In 2014, the Association Agreement between the European
Union and the European Atomic Energy Community and
their Member States, of the one part, and Ukraine, of the
other part (2014), was signed, some provisions of which have
been provisionally applied since November 1, 2014, and the
provisions on the free trade area have been applied since
January 1, 2016. The Association Agreement fully entered
into force on September 1, 2017, whereas the Agreement
on Partnership and Cooperation between Ukraine and the
European Communities and their Member States expired.

General approaches and economic integration have
been considered in papers by various modern-day schol-
ars, some of whom have focused on the customs and tax-
ation aspects of such economic integration. Particularly,
0.0. Borzenko (2021) in her monograph states that “the
decisive direction of Ukraine’s foreign economic policy re-
mains cooperation with the EU countries, which is due to
the indispensable need to adapt to the modern system of a
globalized society”. The paper focuses on various aspects
of the economic integration of Ukraine, highlights sectoral
problems and draws conclusions on the need to accelerate
Ukraine’s implementation of the Association Agreement
objectives. However, the block of customs and tariff regu-
lation is not considered in detail. O. Kvasha & A. Sinyakova
(2019) identified the main goals of Ukraine’s economic in-
tegration with the EU, analysed the strengths and weak-
nesses of Ukraine’s integration with the EU, and identified
the expected opportunities and threats. The researchers
consider financial instruments as the most important in
the integration processes, while they do not consider such
a crucial component as tax benefits. Researcher O. Moroz
(2019) highlighted the principles of building international
economic integration, which should ensure its efficiency
and effectiveness. The author focuses on the competitive
advantages of Ukraine, which allow to implement the in-
tegration processes at a rapid pace. However, the author
hardly examined the impact of customs and tax regulations
on the economic integration.

0. Popko (2019) identified integration processes at dif-
ferent levels and drew a conclusion regarding the risks of
the economic integration for Ukraine. However, the author’s
study targets the issue of globalization without focusing on
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specific areas of integration processes. Ye. Redziuk (2021)
analysed Ukraine’s implementation of the objectives of
the Association Agreement. He concluded that it is useful
to stimulate investment programs for the development of
priority areas of the economy. Yet, the author mentions
the customs and tax aspects of the implementation of the
Association Agreement only in some theses. The paper by
V.V. Chaikovska (2020) proves the necessity of coordinated
implementation of the Association Agreement objectives
in various sectors in order to effectively fulfil and imple-
ment them in Ukraine. The author also considers it use-
ful to protect intellectual property right and emphasizes
the significant role of customs authorities in this process.
While studying the issue of customs regulation, the au-
thor did not pay enough attention to the peculiarities of
Ukraine’s fulfilment of objectives in the sector of Taxation
(value-added tax and excise tax).

A. Semenets et al. (2020) studied the effectiveness of
Ukraine’s cooperation with the EU and also proved the fea-
sibility of implementing European integration processes in
general. They concluded that the objectives of the Associ-
ation Agreement have a negative impact on the develop-
ment of industry and innovation activity of enterprises. At
the same time, the authors did not generalize the problems
in the implementation of the Association Agreement in
the sectors of Customs Matters and Taxation. The impact
of tax policy on the integration processes between Ukraine
and the EU is analysed by I. Halushchak et al. (2021). They
also identified the main problems of the tax policy of
Ukraine and proposed ways to solve them. However, the is-
sue of customs and tariff regulation remained beyond the
authors’ attention. O. Melnyk et al. (2018) consider the cus-
toms system as an important component of the European
integration of Ukraine. But the authors did not fully exam-
ine the issue of Ukraine’s implementation of the objectives
in the sector of Customs Matters (in terms of amendments
to the legislation related to the common transit procedure
and authorized economic operators) and left aside the is-
sue of taxation.

As can be seen, the subject of most recent studies has
been mainly reduced to general issues of European inte-
gration. Occasionally, researchers’ papers mentioned the
sectoral features of the Association Agreement, which
prompted the authors of this article to pay attention to the
customs and taxation aspect of the European integration
of Ukraine. The aim of the article was to study the impact
of the customs and tax sectors of the Association Agree-
ment on the integration processes of Ukraine and the EU.
In order to achieve this aim the following objectives of the
study were set: to examine the dynamics of Ukraine’s im-
plementation of the objectives of the Association Agree-
ment in the sectors of Customs Matters and Taxation; to
develop recommendations for further economic integra-
tion of Ukraine and the EU.

e MATERIALS AND METHODS

The theoretical foundation of the study was formed by the
fundamental provisions of financial and economic sciences,
the results of scientific developments, papers by Ukrainian
and other scholars. The paper is largely based on the reg-
ulatory framework defining the objectives to be performed
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by Ukraine under the Association Agreement as well as on
the reporting documentation of the executive authorities of
Ukraine (Reports of the Cabinet of Ministers...,2022), which
reflects the state of implementation of the Association
Agreement between Ukraine and the EU in various sectors.

The methods of analysis and synthesis were used to
analyse the opinions of scholars on the implementation
of the Association Agreement by Ukraine, its advantag-
es and disadvantages for Ukraine as well as the sectoral
characteristics of the implementation of the Association
Agreement by Ukraine. Historical and chronological meth-
ods were used to analyse the implementation of the As-
sociation Agreement objectives by Ukraine in the sectors
of Customs Matters and Taxation, highlighting solved and
unsolved problems. Statistical and economic methods were
used to collect, process and analyse in dynamics the indi-
cators characterizing the state of implementation of the
consolidated budget of Ukraine for customs payments;
indicators reflecting the general trends of Ukraine’s for-
eign trade within the implementation of the Association
Agreement; assessment of Ukraine’s place in international
indices related to customs and taxation aspects (Logistics
Performance Index..., 2018; Paying taxes, 2020); determi-
nation of the consequences of the Association Agreement
for Ukraine’s foreign trade. Based on the results of the pre-
war expert survey Simplification of Trade Procedures in
Ukraine: Assessments and Expectations of Business (2021)
expert survey, the impact of the Association Agreement on
the activities of companies and barriers for exporters and
importers are assessed. This survey is conducted annually
by the Institute for Economic Research and Policy Consult-
ing and involves obtaining opinions of subjects of foreign
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economic activity on the main problems of their develop-
ment, the quality of work of customs authorities, simpli-
fication of customs procedures, the impact of smuggling
on the economy, the impact of the Association Agreement
on the activities of exporters and importers. The graphical
method was used to visualize the results of the study and
increase its perceptibility; the information on tax revenues,
the state of foreign trade, the impact of the Association
Agreement on FEA entities, and existing barriers for ex-
porters and importers is presented in the form of tables and
figures. The abstract-logical method was used to summa-
rize the recommendations for Ukraine’s further econom-
ic integration with the EU and to formulate conclusions.

e RESULTS AND DISCUSSION

Despite the long existence of the Association Agreement,
Ukraine remains in low positions in some rankings. The
latest Logistics Performance Index and its indicators (2018)
showed an improvement in Ukraine’s rating from the 80%
to the 66" position in the overall rating, whereas Ukraine
moved up from the 116™ to the 89t position in the rating
of customs control effectiveness. The latest Paying taxes
(2020) rating showed that Ukraine is gradually losing its
position, ranking 65" according to the 2020 results (in 2019
it ranked 54™), which is a consequence of the lack of stra-
tegic guidelines for the development of the state tax poli-
cy. According to the results of the survey by the Institute
for Economic Research and Policy Consulting, the share of
those who experienced the positive impact of the Associa-
tion Agreement between Ukraine and the EU on their en-
terprise activities decreased among businesses by the end
of 2021 (Fig. 1).
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Figure 1. Assessment of the impact of the Association Agreement between Ukraine and the EU
Source: compiled by the authors according to the Simplification of trade procedures in Ukraine: Assessments and expectations of

business (2021)

The data in Figure 1 show a gradual increase in the
share of business entities on which the Association Agree-
ment had a positive effect (an increase from 28% to 36.8%)
and a decrease in the number of individuals who evaluat-
ed the Agreement negatively (from 6.2% to 5.4%). For the
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most part, the Association Agreement did not affect busi-
ness entities, as the percentage of such entities exceeded
50% in 2021. According to the 2020 results, the share of en-
terprises that reported the presence of export and import
barriers also increased (Fig. 2).
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Figure 2. Barriers to exports and imports
Source: compiled by the authors according to the Simplification of trade procedures in Ukraine: Assessments and expectations of

business (2021)

The share of importers who noted the presence of
such barriers ranges from 18.9% to 35.2%. In 2020, there
was a significant decrease in these individuals, but in
2021, the share of dissatisfied importers increased. The
share of exporters who reported the presence of the
barriers decreased to 7.9% in 2020, but it again slightly

increased to 12.8% in 2021. Overall, the survey results
show fewer barriers to exports than to imports. The Asso-
ciation Agreement has been implemented for more than
a year, and the degree of its implementation varies across
sectors, with 40% of unmet objectives in the sector of
Customs Matters (Table 1).

Table 1. Implementation of the Association Agreement between Ukraine and the EU, % of the envisaged measures

Sector 2017 2018 2019 2020 | 2021 | 2022
General indicator 41 42 43 54 63 72
Customs matters 33 36 39 44 52 60

Taxation 44 49 54 60 84 88

Source: compiled by the authors on the basis of Reports of the Cabinet of Ministers of Ukraine on implementation of the Association

Agreement between Ukraine and the European Union (2022)

The Association Agreement involves the annual fulfil-
ment of objectives related to amendments to the legisla-
tion for the implementation of EU legislation in Ukraine.
Chapter 4 of the document (Association Agreement...,
2014) deals with taxation matters (mainly value added tax
and excise tax). Chapter 5 is devoted to customs matters
and envisages simplification of customs procedures: in-
troduction of the institution of an authorized economic

operator, accession of Ukraine to the EU common tran-
sit system, gradual harmonization of Ukrainian customs
legislation with EU customs legislation. Table 2 analyses
how the measures of the Association Agreement were im-
plemented in the sectors of Customs Matters and Taxa-
tion sectors. According to the Table 2, Ukraine is gradu-
ally fulfilling the customs procedures of the international
integration, but not meeting the deadlines altogether.

Table 2. Chronology of the implementation
of the Association Agreement measures in the sectors of Customs Matters and Taxation

Year | Customs Matters Taxation

2017 | The obligation to accede to the Convention on Common | The classification of alcoholic beverages was updated in
Transit was not fulfilled. accordance with the EU legislation, the excise tax rates on these

products were increased by 20%.

2018 | The obligation to accede to the Convention on Common | An annual increase in excise tax rates on tobacco products
Transit was not fulfilled. (by 20%) was introduced.
The obligation to establish the institute of authorized
economic operators was not fulfilled.

2019 | The obligation to accede to the Convention on Common | The condition for Ukraine’s accession to the Multilateral
Transit was not fulfilled. Convention on the Implementation of Measures Relating to Tax
A common transit regime was established. Treaties was fulfilled in order to counteract the tax base erosion
The issue of customs regulations for the protection of and the withdrawal of profits from taxation.
intellectual property rights was settled.
The institute of authorized economic operators was
established.
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Year Customs Matters

2020

The obligation to accede to the Convention on Common
Transit was not fulfilled.

Table 2, Continued
Taxation

The liquid for electronic cigarettes was included in the list of
excisable goods.

The procedure for budgetary VAT (value added tax) refund was
not improved.

2021 | The obligation to accede to the Convention on Common
Transit was not fulfilled.

A national electronic transit system was introduced.

An excise tax rate was imposed on beer, based on its strength.
The procedure for budgetary VAT refund was not improved.

2022 | Ukraine acceded to the Convention on Common Transit.
A new version of the Customs Tariff of Ukraine was
adopted with amendments to the UCG FEA (Ukrainian
Classification of Goods for Foreign Economic Activity)

codes in accordance with the EU customs legislation.

A reporting form for controlled foreign transfer pricing companies
was developed.

The condition for accession to the Agreement for the automatic
exchange of Country-by-Country Reporting was fulfilled.

The procedure for budgetary VAT refund was not improved.

Source: created by the authors

Despite the introduction of a system of authorized
economic operators, as of 2022, only one such authorized
economic operator was officially registered in Ukraine,
which indicates complex criteria for selecting business
entities, making it difficult for them to obtain this status.
The integration within the sector of Taxation takes place
in Ukraine mainly in the field of indirect taxation. Ukraine
is gradually approximating the rules of indirect taxation to
those of the EU.

As of 2022, Ukraine has unified the list of excisable
goods in accordance with the EU legislation, introduced
an annual increase in excise tax rates on tobacco products
(until 2024), revised the rules for taxation of beer (which
slightly affected the tax burden of beer producers and, ac-
cordingly, the price of beer), and included the liquid for
electronic cigarettes in excisable goods. However, the is-
sue of implementation of the rules for energy taxation in
Ukrainian legislation has not yet been fully resolved, which
may significantly affect the price of electricity in Ukraine.

One of the most problematic aspects of indirect taxation
is the issue of timely VAT refund. As of December 31, 2022,
the state owed UAH 28.7 billion to business entities (Infor-
mation on the amount of VAT..., 2022). The existing VAT
refund mechanism is imperfect. Generally, VAT refunds can
be made for transactions within the country as well as for
export transactions.

Fulfilling the objectives of the Association Agreement,
Ukraine should not restrict the rights of its producers. As-
sistance (by means of tax and customs regulation inclusive)
should be provided to strategically important production
enterprises, which bring most of the tax revenues to the
budget, including those generated through export opera-
tions. Customs payments (VAT, excise tax, customs duty),
which perform the function of regulating foreign economic
activity, have a significant impact on the integration pro-
cess. At the same time, the leading role of VAT in budget
revenues should be noted (the first position in the share of
tax revenues) (Table 3).

Table 3. Customs payments in the revenues of the consolidated budget of Ukraine, billion UAH

Tax | 2007 | 2008 | 2009 | 2020 | 2021 | 2022

Import VAT 250.5 295.4 289.8 274.1 380.7 253.1
Excise tax on imports 47.7 54.1 59.4 64.4 87.0 44.1
Import duty 23.9 26.6 29.9 30.2 36.9 23.3
Export duty 0.6 0.5 0.2 0.3 L3 0.7

Source: calculated according to the statistics of the Information of Ministry of Finance of Ukraine on the execution of the state and

consolidated budgets of Ukraine (2022)

The data indicate an increase in all customs duties
during 2017-2021 (except for a slight decrease in import
VAT in 2018-2019). The martial law and a decrease in the
entrepreneurial activity of business entities led to a sig-
nificant decrease in tax revenues from customs payments.

The next step in the study of the economic integration of
Ukraine with the EU is the analysis of the dynamics of for-
eign economic activity. In recent years, there has been a
clear trend toward the predominance of imports over ex-
ports (Table 4).

Table 4. Volumes of foreign trade of Ukraine, million USD

Indicator | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 2022
Exports of goods and services 45112.7 52579.5 57280.9 64082.3 59394.0 79326.1 52434.2
Imports of goods and services 44571.1 55080.6 63493.7 67824.6 60209.7 80810.3 58 347.3
Balance 541.6 -2501.1 -6212.8 -3742.3 -815.7 -1484.2 -5913.1

Source: compiled by the authors on the basis of Foreign trade of Ukraine (2021), Foreign trade. Analytics (2022)

Development Management. 2023. Vol. 21, No. 2
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As can be seen, only at the end of 2016 exports of goods
and services exceeded imports. This means that Ukraine
spent more foreign currency than it received. However,
it should be noted that the volume of export and import
operations increased by more than one and a half times,
which is a positive moment in the implementation of the
Association Agreement. The Association Agreement and
martial law have changed the structure of export and im-
port supplies. According to the 2022 results, the main ex-
port goods are products of the agro-industrial complex and
the food industry (40% of exports of goods), metallurgical
products and mineral products. Transport services (35%
of services exports), IT services (Information Technolo-
gy) and processing services dominate services exports. In
goods imports, mechanical engineering products and min-
eral products predominate (slightly more than 20% each),
and in services imports, transport services predominate in
almost all years with a share of more than 22%. After sign-
ing of the Association Agreement, Ukraine has started to
gradually realign the markets for goods and services. Ac-
cording to the 2021 results (at the time of the study, the
Ministry of Economy had not yet published information
on the geographical structure of foreign trade for 2022),
Ukraine mainly exported goods to China and Turkey and
services — to the EU and the United States. Goods were im-
ported to Ukraine mainly from China, and services — from
EU countries (Foreign Trade of Ukraine, 2021).

The authors believe that it is also worth mentioning
other aspects of Ukraine’s implementation of the Associa-
tion Agreement, which are indirectly related to the sectors
of Customs Matters and Taxation. Corruption in the cus-
toms and taxation spheres. According to the 2021 results,
Ukraine ranked 116" among 180 countries in terms of the
Corruption Perception Index (2022). The presence of the
shadow sector, low wages, the imperfection of tax and cus-
toms legislation should be indicated as the main causes of
corruption. Corruption is the main reason for the increase
in the smuggling of excisable goods. In 2022, the volume
of the shadow sector of tobacco was more than 20% and

that of alcoholic beverages was 12% (Illicit Trade..., 2022).
In this case, the main scheme for the illegal sale of alco-
holic beverages involves duty-free stores. Let us note the
low level of penalties for such violations. Under Article 204
of the Criminal Code of Ukraine (2001), the illegal sale of
alcoholic beverages and tobacco products is punishable by
a fine in the amount of 5 000 to 10 000 of tax-exempt mini-
mum incomes of citizens (85 000 to 170 000 UAH).

Intellectual Property. Despite the adoption of relevant
legislative and regulatory acts on the protection of intel-
lectual property rights in Ukraine, violations continue to
occur in this area. In the overall rating of property rights
protection for 2022, Ukraine ranks 105" out of 129 possible
rank positions (International Property Rights Index, 2022).

Environmental issues. Despite the adoption of the
Strategy for Environmental Security and Adaptation to
2030 Climate Change, the authors believe that Ukraine
does not sufficiently regulate the processes of environ-
mental security. In the 2022 environmental performance
rating Ukraine ranked 52" with an index of 49.60, falling
behind most countries of the European Union (Environ-
mental Performance Index, 2022). In particular, the prob-
lem lies in the low environmental tax rates. One of the
key environmental tax rates in the EU is the carbon tax.
In Sweden, Switzerland, and Liechtenstein, the tax rate on
carbon dioxide emissions is 117 euros per ton, in Norway —
79 euros, and in Finland - 76 euros (Bray, 2022). In Ukraine,
the environmental tax rate on carbon dioxide emissions is
30 UAH per ton.

Lack of real tax incentives for innovative development.
According to the 2022 results, Ukraine ranked 57% in the
Global Innovation Index (Global Innovation Index, 2022).
It should be noted that the value of this index is gradually
decreasing. While the vast majority of countries worldwide
provide a tax discount or tax credit when conducting inno-
vative research, the tax legislation in Ukraine does not con-
tain the corresponding norms. In order to solve the existing
problems, the authors of the study suggest the following
recommendations (Table 5.)

Table 5. Recommendations for the implementation of the objectives of the Association Agreement

Area |

Authorized economic
operators

The system of obtaining the Authorized Economic Operator status should be simplified by reducing the
number of eligibility criteria. This should increase the number of individuals obtaining this status and
improve the image of Ukrainian companies in the international market. Additionally, the information
campaign on the benefits of this status needs to be enhanced, especially for exporters.

Recommendations

Common transit system

The common transit system should not only take into account existing EU requirements, but also
contribute to the protection of exporters. This may be facilitated by reducing the amounts of financial
guarantees imposed on business entities in transit.

social categories of goods

Budgetary VAT refund It is necessary to abolish VAT refunds for operations within Ukraine and leave it exclusively to exporters,
as they lose 20% of the profit when exporting products. The abolition of VAT refund for transactions
within Ukraine will simplify the activity of regulatory authorities regarding the audit of reporting.
Moreover, it will also save budget funds allocated for VAT refund.

Reduced VAT rates on Introduction of reduced VAT rates on socially important goods with mandatory control over the prices of

these goods to assist low-income groups of the population.

Excise tax rates on energy

A transition period should be established for the implementation of the EU legislation on excise tax rates
on energy, as the introduction of the European tax rules in this segment under the martial law will lead
to an increase in prices for all types of goods.

25

Development Management. 2023. Vol. 21, No. 2



Customs and tax aspects of the economic integration of Ukraine into the EU

Area
Development of strategic
directions of taxation

Table 5, Continued

Recommendations

Of particular importance today is the development and implementation of the Tax Policy Strategy

of Ukraine, which will determine the vectors of tax development in Ukraine taking into account the
objectives of the Association Agreement. This should allow business entities to effectively implement
strategic and tax planning processes throughout the year.

Environmental issues

The solution of environmental problems should be done by introducing amendments to the norms of
environmental taxation. In this direction, the state should provide regions with a greater autonomy
regarding rates and corrective coefficients of environmental tax, limits of emissions and discharges.

Innovative development

In order to strengthen the interest of business entities in innovative development, it is advisable to
reduce the tax burden on corporate tax and channel the freed-up funds into research and development
to develop innovative products that will be competitive in the foreign market.

Source: created by the authors

This topic has been studied by other scholars who have
considered certain aspects of taxation, customs and tar-
iff regulation as well as other areas that indirectly affect
the issues under consideration. Although the authorized
economic operator system has been in existence for three
and a half years, its condition should still be assessed as
unsatisfactory, which is due to the complex authorization
requirements and the lack of a state information campaign
for business entities. As noted by S. Kanygin et al. (2022),
the EU has more flexible requirements for applicants for
the Authorized Economic Operator status, which results
in a significant number of authorized economic operators
with more than 20 000 individuals. According to T. Kara-
vayev et al. (2022), a significant disadvantage in Ukraine is
the lack of information provided to businesses about the
requirements for obtaining the status of an authorized eco-
nomic operator and the benefits that such status offers.

A. Torello (2021) believes that the application of the
Authorized Economic Operator institution has contribut-
ed to the development of trade relations between Vietnam
and EU countries and has also enabled the simplification
of customs procedures for individuals who have obtained
the status of an Authorized Economic Operator. The expe-
rience of Turkey shows some problems in applying for the
status of an authorized economic operator (Saglam et al.,
2019). However, these problems are constantly discussed
(through a national survey) and solved by amending the
national legislation.

Despite the introduction of the common transit system,
it has its advantages and disadvantages. T.V. Ruda (2022)
believes that the common transit system will improve con-
trol over the movement of goods, contribute to the reduc-
tion of customs violations and ensure the formation of a
single information space for transit traffic. According to
R. Kril (2021), the common transit system not only brings
benefits to business entities, but also ensures the coordi-
nation of actions of customs authorities, which as a result
simplifies the procedure of customs clearance of transit
operations. J. Carballo et al. (2022) in their study proved
that the use of the common transit system leads to a reduc-
tion in trade costs of business entities and increases their
exports. At the same time, as T. Zaiats et al. (2022) note,
it is also possible to increase the value of exports by ap-
plying the financial guarantee mechanism in transit traffic.

The sector of Taxation may also be subject to chang-
es aimed at implementing the objectives of the Associa-
tion Agreement. According to A. Sokolovska & L. Rainova

Development Management. 2023. Vol. 21, No. 2

(2020), the VAT refund procedure poses significant risks
of abuse and involves substantial budgetary expenditures.
R. De La Feria & A. Schoeman (2019) consider VAT fraud
schemes as one of the most problematic aspects in taxa-
tion. Generally, the scheme of procuring goods that are not
used in economic activity is applied. And on this basis the
individual declares the amount of VAT refund. According to
T. Iefymenko et al. (2021), Ukraine almost does not apply
the EU approach regarding reduced VAT tax rates on social-
ly important goods, which has allowed to slightly reduce
the prices of these goods. A. Nipers et al. (2019) proved that
reduced VAT rates in the short term leads to a significant
decrease in retail prices for social goods, provided that the
state controls prices.

In order to fulfil the objectives of the Association
Agreement in the sectors of Customs Matters and Taxation,
scholars have also emphasized the following measures:
tightening criminal liability for smuggling based on the ex-
perience of the Netherlands, Switzerland, France and Tur-
key (Nalutsyshyn, 2022); improving customs regulations to
protect intellectual property by equipping customs author-
ities with modern means of customs control (Voloshchen-
ko, 2020). Moreover, M. Husovec (2019) believes that the EU
pays great attention to the problem of intellectual property
rights protection, which is enshrined in the relevant provi-
sions of the EU Charter. V. Bulavynets (2020) emphasized
the importance of energy taxation in ensuring environ-
mental security. F.]J. Delgado et al. (2022), in their study on
environmental taxation in the EU, also proved the impor-
tance of the energy cluster of environmental taxation. It
is also important to introduce a differentiated approach to
environmental taxation that takes into account the region-
al aspect and sectoral specifics of the taxpayer (Zakharkina
& Novikov, 2020) and the regulation of tax instruments to
stimulate innovative development of business entities, tak-
ing into account the experience of EU countries (Krysovatyy
et al., 2019). J. Mitchell et al. (2020) prove the need for tax
incentives for innovative development of new business en-
tities in order to ensure employment, increase production
and sales, and enhance the competitiveness of products.

According to the authors of the study, the measures for
further economic integration of Ukraine under the Associ-
ation Agreement should allow for all the above-mentioned
opinions of the scientific community. Thus, the achieve-
ment of the objectives of the Association Agreement by
Ukraine has its advantages and disadvantages. The state
should strengthen the areas of its development that are
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prioritized and related to the achievement of the Association
Agreement objectives. At the same time, measures should be
developed to support those business entities for which the
Association Agreement has not brought positive changes.

e CONCLUSION
The results of the research prove that Ukraine is gradually
introducing measures to implement the Association Agree-
ment with the aim of economic integration into the norms
and rules of the EU. In general, the economic integration
contributes to overcoming technical and economic barriers
and ensures the implementation of common interests of
business entities of different countries. The martial law has a
significant impact on the dynamics of integration processes.
One of these consequences is the reduction of the balance of
foreign trade and the inability of the state to protect nation-
al producers from the regulatory influence of other states.
It is determined that Ukraine has not fully succeeded in
introducing customs and tax regulation measures allowing
for the EU requirements (common transit, authorized eco-
nomic operators, budgetary VAT refund, excise tax rates on
energy). Customs payments are a significant factor in the
impact on economic integration, as together they account
for more than 50%. Within these payments, Ukraine should
continue to implement the main measures of the Associa-
tion Agreement. Ukraine should gradually revise both the
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Anotranis. EkoHomiuHa inTerpailis Ykpainu HacaMmimepen mnepenb6auae iMIuieMeHTallilo 3axomiB YToau Mmpo acoliailiio
3 €C, sKa BKIIOUaE B cebe pi3Hi cektopyu. OOHUMM 3 KIIOUOBMUX CEKTOpiB Yroau Ipo acolliaiiio € «MUTHI MUTaHHS Ta
CIIPUSIHHS TOpPriBii» Ta «OmomaTKyBaHHSI». MeTOW0 CTaTTi 6Y/I0 JOCTiIKEeHHST BIUIMBY MUTHMUX Ta MOJATKOBMX aCIIEKTiB
Ha iHTerpaiiiiHi nmpouecu Ykpainu Ta €C B yMoBax robasizaliifHux MpoIeciB B eKOHOMilli. BupilleHHs rmocTaBaeHnx
B [MOCTiIKeHHI 3aBJaHb BMKOHAHO 3 BMKOPMUCTAHHSM HAyKOBMX METOZIB aHali3y Ta CUHTE3y, iCTOPUYHOTO Ta
XPOHOJIOTiYHOTO METO/IiB, CTATUCTUYHUX, EKOHOMIUHMX Ta rpadiyHMX METO/iB, a TAKOK abCTPAKTHO-JIOTIYHOTO METOZY.
HocnigxkeHo reHe3uc peanisariii 3axoaiB Yrony mpo acouiatiito 3 €C 3a cekropamu «MuTHi muTaHHsI» Ta «OMOAATKYBaHHS».
V3arajgpHeHO MpOO6JIeMHI aclekTM INOoJO peasisaiii saxofiB iHTerpaiii Vkpaiuu mo €C. IIpoaHasni3oBaHO CTaH
30BHIIITHbOEKOHOMIUHOi [AisS/IbHOCTI Ta BCTAaHOBJIEHO, IO Yrofa Ipo acolliallilo MO3UTUBHMM UYMHOM BIUIMHY/IA Ha
obcsar omnepalliii 30BHIIIHBOEKOHOMIUHOI AisSZIbHOCTI, ajle He Tpu3BeJa [0 MO3UTUBHOIO CajIbI0 30BHIlIHbOI TOPTIBIIi.
BcTaHOB/IEHO, II0 MMTHI IIIATEXi CKIAZAIOTh OiMbINY YaCTMHY OOXOMiB 3BedeHOTO OIMKeTy YKpaiHM, a OCHOBHY
MATOMY Bary B J0Xomax GIOmKeTy CKIaZa€e MOATOK Ha JOJaHy BapTicTh. IIpoaHamiszoBaHa CTPYKTypa €KCIIOPTY Ta
iMImopTy (3a ToBapaMu Ta KpaiHamu) Ta BCTAHOBJIEHO, 110 YKpaiHa MOCTYIOBO BiAXOAUTH BiJ, BUPOOHMUIITBA MPOMYKILii
MaIIMHOOYIYBaHHS Ta aKIEHTYE 3yCUIIISI HAa CEKTOPi arporpoMMCIOBOrO KOMIUIEKCY. BuokpeMieHO cekTopu YToau mpo
acoiriallito, sIki HeraTUBHUM UMHOM BIUIMBAIOTh Ha IPOI[ECY MUTHOTO Ta MOJATKOBOrO Pery/IioBaHHS, 3alpOIIOHOBAHO
HIIXY BUPILIEHHS TTPOGIIEMHUX MUTaHb. [[pakKTMYHE 3HAUEHHS OfepPXKaHUX Pe3yJIbTaTiB MOJISITa€ B y3arajJbHeHi 3aX0/iB
pearizanii VkpaiHoio Yromu mpo acorjiariito, BUOKpeMJIEHHI iCHYIOUMX Mpo6/eM Ta po3poOLi MPOIMo3uliii momo ix
BUiIlIeHHST

KirouoBi c/ioBa: 30BHIIITHLOEKOHOMIYUHA JisUTbHICTD; €KCIIOPT; iMIIOPT; HaAXOMKEHHS 10 OromKeTy; [HaeKc miobatisarrii
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