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ABOUT THE PROJECT

The overall goal of the project is to increase the capacity of civil society to participate in economic policy
development in Ukraine.

Expected results:
(1) strengthening the capacity and effectiveness of the initiative;

(2) intensification of the political dialogue between civil society and the state on the implementation of
customs reform

Project implementation period: 36 months, from January 1, 2020.

With the financial support of the European Union, the Renaissance Foundation and the ATLAS Network (USA).
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The initiative i inf | net K of The activities of the initiative are aimed at

e initiative is an informal network o . . .

CSOs from different regions of Ukraine that monitoring the implementation of customs reform process of implementing the Trade Facilitation
bout | ine the busi limat and promoting dialogue on the implementation of Dialogue project, which was implemented by the

care about Improving the business climate. institutional reform of customs in accordance with

art IER with the support of the EU and the
26 members as of September 2020 the principles of good governance and the Renaissance Foundation.

v principles of free trade.. \\_/

The public initiative was established in 2018 in the
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Annual survey of Ukrainian exporters and importers: the
basis of advocacy and analytical work of the Initiative

The IER has developed and has been implementing since 2015 a special national policy
monitoring and evaluation tool, Trade Facilitation Monitoring.

It is a tool for measuring progress in facilitating and simplifying international trade and customs
procedures, which is based on the assessments of the direct participants in the policy
implementation process - business representatives.

The monitoring is based on the results of the annual survey of 1000 exporting / importing
enterprises throughout Ukraine.

There were 5 annual surveys: 2015, 2016, 2017, 2018, 2020
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How business evaluates
the activities of
customs authorities
and customs reform

Is it easy for companies
to challenge the actions
of washed bodies?

What is the role of

business associations

5th Annual Survey: Topics

Quantitative and
qualitative estimates of
the cost and duration of

FEA procedures

How the “one-stop
window" and electronic
document
management work

Where companies get
information

How business evaluates
different customs
procedures

Which hinders
importers and
exporters

What do businesses
think about
"smuggling" and
"gray imports"

Why are cargoes
delayed during customs
control?

How the Association
Agreements affected
business activities

What's with the
corruption at the
customs
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WHO WAS INTERVIEWED: SAMPLE
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Sampling: what are the surveyed companies

* 1000+ surveyed representatives of enterprises

Enterprises by type of foreign trade, % _ _
engaged in export and / or import

>0% 40,8%

40% 34,8% . . .

* Business of all sizes was surveyed: from micro-

30% 24,4% . . . .

o enterprises to large enterprises. The majority
. were micro and small enterprises

10%
0%

Only exporting enterprises Only importing enterprises Exporting and importing

enterprises

 Most of the respondents are representatives of
industry and trade

Enterprises by size, % Enerprises by sector, %
% % 46,3%
50% 42.3% 50% ° 42,5%
40% 40%
30% 28,0% 30%
21,4%
20% 20%
o)

10% 8,2% 10% 6,6% 4,6%

0o ] 0% ] I

Micro Small Medium Large Agriculture Industry Trade Services
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WHY WE SHOULD TALK ABOUT “GRAY
IMPORTS” AND CORRUPTION AT THE CUSTOMS
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"Gray imports" and corruption are topical iIssues

* “Gray imports” are goods imported in violation of customs regulations, including without taxation
* This problem is relevant for business, because it creates unequal conditions for competition

* This is also an important problem for the state, since in case of “gray imports”, no customs duties are
received

e Corruption at the customs is a problem that is being discussed by the business community and the
government alike.

* Preventing and combating corruption is one of the priority steps of state strategic documents in
Ukraine, such as the Anti-Corruption Strategy for 2020-2024 and the Plan for Improving the Efficiency
of the Customs Service

* Today we will talk about :
* The prevalence of "gray imports" and business views on how to counter it
* Business views on criminal liability for smuggling

* Various aspects and manifestations of corruption: the importance of informal relations with the authorities,
corruption among the problems at the customs, the connection between the assessment of corruption and
the general assessment of the work of customs
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"GRAY IMPORTS": PREVALENCE,
COUNTERACTION
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Estimation of the level of

Assessment of the share of "gray imports" in

Do not know

their market, %

I, 23,0%

"gray imports”

* Enterprises estimated the presence of
"gray imports" in their industry market

* Almost a third of respondents estimate this

48,4% share as less than 10%. Another third
Less than 10% _W 30,4% believe that the share of "gray imports" is
’ from 10% to 50%
I 18,1%
10-30% Wl .
12,4% * Only 3.4% estimate the share of "gray
30-50% —11 14,4% imports" as higher than 75%
5%
<75, N 5,6% * On average, according to respondents, the
e 4,6% level of "gray imports" in 2020 is 24.2% -
0 1 o
2750 and more -232# almost as much as in 2018 (25.3%)
oo o o po 20 o o * Compared to 2018, the share of enterprises
that cannot estimate the share of "gray
" 2020 = 2018 imports" in their market significantly
decreased
MOVING FORWARD INTERNATIONAL .&' h
TOGETHER HC\\) RENAISSANCE KIAE\IVIT':OAR% A%E%:f’:%”&éﬁ?ﬂfﬁﬁ? Trade Facilitation in Ukraine 2020: Smuggling, “Gray imports", Corruption -0

4 THIS PROJECT IS FUNDED B



Assessment of the level of "gray imports": groups

Assessment by type of foreign trade,% * Only exporters more oftep than otherf, do not
- . know what is the share of "gray imports" on their
. s market
31,4% 0 . .
_ E 24,6% e e Large enterprises consider the share of "gray
: 0 oo s imports" to be smaller than others
: 0%0% ‘ : :
i 2,450 0% 35%2{4«y I * In the field of trade, respondents are more likely
0% -

than others to give an estimate about the share of
Less than 10-30% 30-50% 50-75% 75% and Do not know n . n . .
0% e gray imports" and estimate its share as the largest

_ (one in three believes that it exceeds 30%)
W Exporters only M Importers only Exporters and importers

Assessment by sector, %
Assessment by size, %

47,7% " 40,6%
50% - 7,5%
37,5% 9/31 3% 343‘}%3"/2 ?
(y 0,
265%, 3% 27 65’1 4% 0% 23,4%
5504 201%,%8 18 22, 90' 25% 18,8% 19,8% 1%
’ 4/°72—7 o 2150% 13@486 %
8% 4/ s 10120% 6 39 17
Ii 7% Ty, 454’@:1"{0%% 114 4‘5/3" 2% 0 2%
0% = T
Less than 10-30% 30-50% 50-75% 75% and Do not Less than 10-30% 30-50% 50-75% 75% and Do not know
10% more know 10% more
B Micro ®Small Medium Large B Agriculture M Industry Trade Services
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Pivnichna
Bukovynska
Slobozhanska

Chornomorska

Assessment of the level of "gray imports" by

14,7% 2,9

customs office

Enterprises serviced at the Pivnichna and
Bukovynska Customs Offices assess the
level of "gray imports" as the lowest

Every seventh enterprise among those

| | | that clear customs at Podilska and
Zakarpattia S — Halytska Customs Offices considers it to
Poliska | | | be more than 50%
Dniprovska Enterprises at Volyn and Zakarpattia
Podilska Customs Offices more often can assess
v | | | the level of "gray imports"
Halytska | | | Enterprises in the Pivnichna and Podilska
| | | Customs Offices give these estimates
Odesa ‘ ‘ | most rarely
Volyn

0% 10%  20%

30% 40%

50%

60%

70%  80%

90%

100%

The answers of the enterprises at the Azov and Skhidna
Customs Offices are not taken into account in the

B Less than 10% ®10-50% m 50%+ Do not know analysis due to the insufficient number of respondents
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Rating of obstacles at import

Barrier rating among importers who had barriers,%

Lack of transparency in determining the customs
value of imported goods

The complexity of customs and tax legislation of
Ukraine

High rates of customs duties (duty, excise tax on
imported goods, VAT)

Long time within customs clearance of imported
goods

Absence of transparency at customs during
registration of imports

High level of corruption / bureaucratization in setting
up the distribution network

Significant level of bureaucratization at customs

Delays in customs clearance by customs

Insufficient quality of transport infrastructure

The presence of "gray" imports in the market

D, 38, 7%
N 32,4%
N 27,5%
DN 19,7%
I 17,6%

BN 15,5%

N 14,8%

B 13,4%

B 11,3%

B 11,3%

0% 10% 20%

30% 40%

The problem of "gray imports" is not
one of the most acute problems for
importers

In 2020, the top 3 problems were the
opacity of customs valuation, the
complexity of customs and tax
legislation, and high customs duties

In 2020, "gray imports" share the 9t
place among the problems for
importers along with the problem of
poor infrastructure

In 2018, this problem was also ranked
9t in the ranking of problems for
importers

We can assume that the impact of
this problem has not changed in 2

years
50%
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How to counteract "gray imports"?

Measures that respondents propose to eliminate "gray imports" from
their market, %

Simplification and reduction of customs procedures I 58,4%

Introduction of a system of control over the movement of
goods from import to sale
Combating of controlling and law enforcement bodies to
"cargo" companies

Combining customs and tax databases

Impossibility of importing goods without taxation

Improving the system of risk analysis and management at
customs

Countering the illegal movement of goods in postal items

Electronic circulation of waybills with access to it for
police / law enforcement

Strengthening control over risky import operations

Mandatory sale of goods with RRO, regardless of the tax

I 41,7%
I  37,4%
I 36,7%
I  33,0%
I 31,3%
I 30,6%
I 29,2%
I 28,6%
P 26,9%

Simplification and reduction
of customs procedures is in
the first place among the
measures that should be taken
to combat '"gray imports”
according to the respondents

Introduction of a system of
control over goods from
import to sale is with a large
gap in the 2nd place

On the 3rd and 4th places are
such measures as
counteraction to ‘"cargo"
companies and unification of

system
_ customs and tax databases
Another option I 6,0%
0% 20% 40% 60%
€
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How to counteract "gray imports"?
Proposals by type of foreign trade

Distribution of top 5 suggestions for combating "gray imports" by type of foreign trade,%

80%
60,1% 61,3%

[») o,
60% 50,7/) 46,9% 44’5% . 28 79 42’5% .
. 36,6% 35,3% 37,4% 38,7% 34,1% 36,2% 37,6% 33 7%
23,2%
0%
Simplification and Introduction of a system of Combating of controlling Combining customs and tax Impossibility of importing
reduction of customs  control over the movement and law enforcement databases goods without taxation
procedures of goods from import to bodies to "cargo"
sale companies
B Exportersonly  ® Importers only Exporters and Importers

* For most of the measures that businesses offer to eliminate "gray imports" from the market, there are no
significant differences between enterprises of different sizes, sectors and types of foreign trade

 Importers more than exclusively exporters support the simplification and reduction of customs
procedures, but also the ban on the import of goods into Ukraine without taxation
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How to counteract "gray imports"?
Proposals by size

Distribution of top 5 suggestions to combat "gray imports" by size,%

80%
60,0% 59,7%60,6%

60% 54,6%

49,0%49,3%
38,3%39,3% 37,8%38,5%35 29436,6%  35,8%38,5%39,8%

40% 34,5%32,8%30 6%32,4%

26,8%
20%

0%

Simplification and Introduction of a system of Combating of controlling  Combining customs and Impossibility of importing
reduction of customs control over the and law enforcement tax databases goods without taxation
procedures movement of goods from bodies to "cargo"
import to sale companies

B Micro ®mSmall = Medium Large

 Medium and large enterprises more than micro and small ones support the introduction of a system of
control over the movement of goods from their imports to final sale
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80%

60%

40%

20%

0%

How to counteract "gray imports"?
Proposals by sector

Distribution of top 5 suggestions to combat "gray imports" by sector,%
71,8%
57,2%°9,2%

>2,6% 45,6%
(o)
40,4% ">"°7°37 o, 3:6% 37.8%39,1%

40,4%37,3%35,9%33 30 36,9%

0 9 31,1% 0
28,1% 28,2% 22 8% 28,2%
Simplification and Introduction of a system Combating of controlling Combining customs and Impossibility of importing
reduction of customs of control over the and law enforcement tax databases goods without taxation
procedures movement of goods from bodies to "cargo"
import to sale companies

M Agriculture ™ Industry = Trade Services

* In the service sector, simplification and reduction of customs procedures is proposed more often in order
to combat “gray imports” than in other sectors
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CRIMINALIZATION OF SMUGGLING
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Support for criminalization of smuggling of
commercial goods

Support criminal liability, but limited to
the imposition of fines (without
imprisonment)

Support criminal liability, including

imprisonment

Do not support

Don't know or it's hard to say

B s

0% 10% 20% 30% 40%  50%

60%

* Respondents most often support the
criminalization of  smuggling of
commercial  goods, but  without
imprisonment: more than 50%.

* Approximately one in four respondents

believes that smuggling should be
criminalized with imprisonment
e Only 15% do not support the

criminalization of smuggling

* |[ER analyzes criminalization of smuggling

in detail in the policy paper "Is it
necessary to criminalize commodity
smuggling?”, by A. Butin

http://tfdialogue.ier.com.ua/archives/33
05
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http://tfdialogue.ier.com.ua/archives/3305

80%
60%
40%
20%

0%

80%
60%
40%
20%

0%

Support for the criminalization of smuggling of
commercial goods: groups

Attitude to criminalization of smuggling by type of
foreign trade,%

48,2985/4%4,1%

31,0%6,8%3 39
' 3% 0 7,9%
I 15,3%2,4%7,9% 5,5%5,4%5,8%

For criminalization For criminalization Against Don't know / Hard
with imprisonment without criminalization to say
imprisonment

B Exportersony  HImporters only Exporters and importers

Attitude to criminalization of smuggling by size,%

52,350, 7358%
26,529,036, 9% % 1,006
(] 15,2 ’ ) ,00
l I 844,0% 6,1%,8%, 598/ 1%
. . I =
For criminalization For criminalization Against Don't know / Hard
with imprisonment without criminalization to say

imprisonment

B Micro ®Small Medium Large

80%
60%
40%
20%

0%

Exporters and importers do not differ significantly
in their attitudes towards the criminalization of
unofficial imports of goods

Large enterprises are less likely than others to
support the criminalization of smuggling with
imprisonment

In the service sector, criminalization of smuggling
is opposed most often compared to other sectors
Attitude to criminalization of smuggling by sector,%

199 ,0%
46,4997 01 7%

29,036,936, 296,0% 188 25,0%
15 ,198,3% o
I l 5,8%,2% 598/3%
] o
For criminalization For criminalization Against Don't know / Hard
with imprisonment without criminalization to say

imprisonment

W Agriculture ® Industry Trade Services
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Podilska

Zakarpattia

Support for criminalization of smuggling of
commercial goods by customs office

Enterprises cleared through the
customs at Podilska Customs

Kyiv Office are most supportive of
Halytska the criminalization of smuggling
. with criminal liability
Poliska
pivnichna * Among the enterprises that clear
customs at the Dniprovska and
Dniprovska Poliska Customs Offices, the
Bukovynska largest shares are those that
Chornomorska oppos? criminalization  of
smu IN
Slobozhanska EEling
Odesa The answers of the enterprises at the Azov and
Skhidna Customs Offices are not taken into
Volyn account in the analysis due to the insufficient
number of respondents
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
B For criminalization with imprisonment  ® For criminalization without imprisonment
m Against criminalization Don't know / Hard to say
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In which cases should smuggling be criminalized?

Grounds for criminalization of smuggling,%

For all goods imported in violation
; P D 55,4%

of customs regulations

Only if these goods are imported o
in large quantities T 12,3%

Only if these goods are excisable o
and imported in large quantities W 12,2%

If these goods are either excisable .
or imported in large quantities I 10,4%

Only if these goods are excisable [ 4,6%
Otherwise | 1,7%

Don't know orit's hard tosay M 3,5%

0% 10% 20% 30% 40%

50%

60%

More than half of respondents who support
criminalization of smuggling believe that criminal
liability should be introduced for the import of all
goods with violations

Every eighth respondent believes that smuggling
should be criminalized in large volumes and as many
respondents believe that imports only in large volumes
+ excisable goods should be criminalized

Exclusively importing enterprises are less likely to
support criminalization of all smuggling and are more
often likely to support criminalization of only large-
scale smuggling

As the size of enterprises increases, their support for
the criminalization of all smuggling increases, too

Businesses that use the services of Bukovynska
Customs Office most often support criminalization of
all smuggling, and those that clear customs in Volyn
Customs Office support criminalization of only
smuggling in large volumes more often than others
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CORRUPTION: "IMPORTANT FRIENDS"
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The importance of informal relations with the

At least one of the authorities

Customs authorities

Tax authorities

Police

Regional State Administration

Central authorities

Village, city, regional, district councils

Other authorities

T 44,2%
I 39,3%
42,9%

I 24,7%
I 32,1%
33,0%

I 24.,3%
I 26,5%
30,4%

. 15,0%
P 16,6%
16,8%

I 14,9%
I 15,8%
16,5%

I 14,6%
P 13,5%
18,2%

I 13,3%
I 11,5%

14,6%
23,9%
. 5,8%
2,4%
0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%
W 2020 w2018 © 2017

authorities for doing business

In 2020, more than 44% of
respondents said that informal
relationships with at least one
government authority are
important for business success

This is slightly more than in 2018
(39.3%)

Thus, informal channels of
interaction with the government
remain important for business

As before, the first two places are
occupied by customs and tax
authorities

However, the importance of
informal relations with these
authorities has diminished

The importance of relations with
other authorities has increased
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The importance of informal relations with the
authorities by type of foreign trade

60%
0,
s0%  475% 45 0%
41,4%
40%
30% 26,8%  26,7% 282% 24 2% 25,6%
21,7% 21,4% 20,5% 20,6% 21,6% '“722,1%
20% 0 4,2% 17,7%  16,4%
12,7943,6% 12,0047 11.1% 11,9%
’ ,-70 9,3%
10%
0%
At least one Customs Tax Law Region State Central authorities Local councils Other
authority enforcement/Police Administration
B Exportersonly  ® Importers only Exporters and importers

* Exclusively exporters are more likely to consider it necessary to maintain informal relations with the
authorities, especially with local councils, the law enforcement, and regional state administrations.
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The importance of informal relations with the
authorities by size

60%

50%
10,7%
40%

27'63/?; . 28,4%

27'82/6;92@,9% 22 22/4 3%4,8%
)£ /0 ’

21,3 22,0%gm "22,7% . 21,5%
17,7% 49 17,448, 7% 17,79 ,484% ¢ o

12,69 3,5%2,09 0,8%10,5°

30%

20%

9,1%

10% 5,4%

0%
At least one Customs Tax Law Region State Central authorities Local councils Other
authority enforcement/Police  Administration

B Micro ®mSmall = Medium Large

* There is no significant difference between enterprises of different sizes in the shares of those who
consider relations with at least one authority to be important, but micro-enterprises are less likely
than others to name different authorities as those they consider important to be friends with
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The importance of informal relations with the
authorities by sector

60% 57,4%
45,7%

50%

40% 35,4%

32,8% 31,9%

(8]
25,1 9 5%

(o)
56% 15,9% 52

32,3%
)5 5% 26,1%
3% 6% "

’

29,2%
26,3% 25 0% :
20,5%

30% 26,2% 26,6%

6,7% 15,9%
0,5%

6,5% 15,9%
1,3%

20% 59% 15,9%

1,7%

7,6%

10%

0%
At least one Customs Tax Law Region State Central authorities Local councils Other
authority enforcement/Police  Administration

B Agriculture M Industry ™ Trade Services

* Agricultural enterprises are more often than others called by different authorities, but in the service
sector, most of the respondents said it was important to be friends at least with one government
authority
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Zakarpattia
Chornomorska
Bukovynska
Odesa

Dniprovska

Halytska
Pivnichna
Slobozhanska
Podilska

Poliska

The importance of informal relations with the
authorities by customs office

Importance of informal relations with at least one authority, %

WS

L 53,5%
R 52, 2%
iy 87,71%,

s 85,1%
Kyiv |, 45,1%

R, 83,1%
L 82,495

I 39,2%,
I, 36,6%
R, 36,4%

Enterprises using the services of
Zakarpattia, Chornomorska and
Bukovynska Customs Offices
most often consider
“friendship” with at least one
authority important

Enterprises at Volyn, Poliska and

Podilska Customs Offices
express such opinions most
rarely

The answers of the enterprises at the
Azov and Skhidna Customs Offices are
not taken into account in the analysis due
to the insufficient number of respondents

volyn [N 35,1%
0% 10% 20% 30% 40% 50% 60%
Ry
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The importance of informal relations with customs
authorities by customs office

Importance of informal relations with customs authorities for doing * Enterprises using the services of
business, % Zakarpattia and  Dniprovska

Zakarpattia I 29,% Customs ~ Offices  consider
Dhiprovska I 29 4% informal relations with customs

authorities important more

Odesa NNy 28,6%
often than others

Chornomorska |, 27,9%

Halytska I 26,5% * Businesses in Poliska, Pivnichna
Podilska I 23, 1% and Volyn Customs Offices most
yiv - I 3, 1% 5?;9'\/ fc_"”sc'ldfr it necessary to
Bukovynska 217% e friends wit customs
authorities
Slobozhanska 21,6%
Volyn 21,6%
o . The answers of the enterprises at the Azov
Pivnichna 21,2% and Skhidna Customs Offices are not taken
Poliska 18,8% into account in the analysis due to the
insufficient number of respondents
0% 5% 10% 15% 20% 25% 30% 35%
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CORRUPTION AT CUSTOMS:
ASPECTS, ASSESSMENTS, ALTERATIONS
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Corruption and bribery as a problem at customs

The share of enterprises that named corruption and
bribery among the problems in the work of customs

20,2%

Corruption and bribery

0% 5% 10% 15% 20% 25%

W 2020 w2018 m2017 © 2016

23,9%

24,5%

26,3%

30%

The importance of corruption and bribery as a
problem at customs has slightly decreased
compared to previous years

In 2020, it is in 4th place in the ranking of
problems at customs

The first three places of this ranking are
occupied by such problems as imperfect
customs legislation, overstatement of customs
value and lack of transparency and openness

25.2% of respondents who consider it
necessary to maintain informal relations with
at least one authority consider corruption and
bribery a problem at customs

This is more than the share of those who do not
consider it necessary to “be friends" with the
government (14.8%)
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Corruption as an obstacle to customs procedures

The problem of corruption in various procedures,% among those
who faced problems

Corruption during preliminary customs
clearance

Corruption in decision-making on product
classification

Corruption in decision-making on the customs
value of goods

Corruption in sampling of goods

Corruption in the issuance of certificates of
origin for goods at customs clearance

Corruption within the customs inspection of
goods

Corruption in post-customs audit

From the exporters' point of view

6,0%
I 13,5%

7,0%
A 10,4%

8,9%
I 16,9%
6,8%
I 16,2%
3,6%

I 7,7%

10,0%
I 11,4%

2,9%

A 6,1%

0% 10% 20%

M From the importers' point of view

Corruption is not one of the main
problems reported by respondents
in the context of various customs
procedures

Importers are more likely to report
this problem

Corruption is most often reported in
the context of the procedure of
determining the customs value of
goods and taking samples and
specimens of goods

It is likely that the problems that
respondents report most often often
(unjustified inspections and
overestimation of customs value,
and unequal conditions for business)
contain a corruption component
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Corruption as a barrier to exports

Exporters who call corruption at customs a * The importance of corruption at customs as a
barrier, % among all exporters barrier to exports increased in 2020: it occupies the
5th place in the ranking of 18 barriers

2020 1,3%  16.3% of exporters who encountered obstacles
report this problem

2018 27% * At the same time, the share of the exporters who
report corruption among all the surveyed exporters
decreased compared to 2018.

2ol L8% e The fact that the importance of corruption is

increasing compared to other problems, while the

2016 1,3% share of all exporters who report it decreases, may

mean that with the lessening of the importance of

0% 10% other problems for exporters, the problem of
corruption becomes more acute
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Corruption as a barrier to imports

Importers who call corruption a barrier to * For the importers who face obstacles, the
customs, % among all importers importance of corruption has hardly changed

* Corruption is reported by every tenth importer who
5020 % 18% encountered obstacles (9.9%). It is in the 11t place
in the ranking of 20 obstacles

* The share of importers reporting barriers has also
2018 m 2,5% decreased
* Accordingly, the share of respondents who report
5017 m 5 7% the problem of corruption among all importers has
decreased
* This may mean that the problem of corruption is
2016 m 3,1% related to other problems for importers and its
relevance decreases along with the decreasing
0% 10% relevance of other connected issues
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Corruption as a barrier to exports and imports: connection
with the importance of “friendship” with the government

Exporters who call corruption at customs a barrier,%
of those who reported barriers to exports

20% 16,1% 16,7%
10%
0%
Informal relations with at least one Informal relations with any
authority are considered authority are not considered
important important

Importes who call corruption at customs a barrier,%
of those who reported barriers to imports

20%

14,5%
10%
4,2%

» ]
Informal relations with at least one Informal relations with any
authority are considered important  authority are not considered

important

* There is no difference in the assessment of

customs corruption as a problem between
exporters who consider it necessary to maintain
informal relations with at least one authority and
those who have faced problems but do not want
to “be friends” with the authorities.

14.5% of importers who consider it necessary to
maintain informal relations with at least one
authority consider corruption at the customs to
be a problem

This is more than the share of those who do not
consider it necessary to “make friends” with the
authorities: 4.2%

This may mean that importers treat informal
relations with the authorities primarily as a
means of protecting their business, and
exporters, as a means of simplifying/facilitating
their business
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Assessments of corruption and customs efficiency

CPP index by the assessment of corruption and bribery as
a problem at the customs

0,52

0,07

* Perception of corruption as a problem

is associated with poorer assessments
of customs performance

This is confirmed by our analysis of
two questions: corruption and bribery
as a problem at the customs and the
assessment of the level of corruption
at the customs

Respondents who consider corruption
and bribery a problem at customs
evaluate the work of the customs

worse (Customs Performance
-1 Perception (CPP) Index = 0.07) than
Corruption and bribery are considered a  Corruption and bribery are not considered a the respondents who did not report
problem at customs problem at customs )
this problem (CPP Index = 0.52)
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Assessments of the level of corruption
and efficiency of customs work

CPP Index by assessing the level of corruption

[}

= 0,66 » Survey participants assessed the
£ 0,29 0,35 level of corruption at the customs as
”é 0 2 - . qui.te low: 'at an average of 3.9
é m points (1 — high, 5 —low)

gg -0,25 * Poor assessments of the level of
EE corruption are associated with
g lower assessments of the efficiency
3 1 - high level 2 3 4 5 - low level of customs in general (moderate
s of corruption ?’C°"“|P“°I" positive correlation with the CPP
5 seomp ey Index, r = 0.48, p = 0.00)

[

Assessment of the level of corruption at customs
(1 — high, 5 — low or absent)
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The importance of “friendship” with the authorities
and assessment of the effectiveness of the customs

CPP Index on the importance of informal relations with
the authorities

1  Respondents who consider it
0.47 necessary to maintain informal

relations with at least one authority
l rate the efficiency of customs
slightly worse (CPP index = 0.38)

than those who do not think so (CPP

0,38

0 _

index = 0.47)
-1
Informal relations with at least one Informal relations with any authority are
authority are considered important not considered important
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Conclusions (1)

“Gray imports”: prevalence, counteraction

According to respondents, the average share of “gray imports” in the market is 24.2% in 2020. It has hardly
changed since 2018, when this share was estimated at an average of 25.3%.

At the same time, in 2020, 72% of enterprises were able to assess the level of “gray imports” in their market.
This is more than in 2018, when only a little more than half of the respondents were able to make such an
assessment.

“Gray imports” are not among the key problems with imports (the 9" place in the ranking of problems).

To eliminate “gray imports” from the market, respondents often suggest simplifying and reducing the cost of
customs procedures. The creation of a system of control over goods from their imports to their sales is on
the second place among the proposed measures.

Criminalization of smuggling

More than % of the respondents support the criminalization of smuggling of commercial goods, but mostly
suggest the introduction of criminal liability without imprisonment: this option is supported by twice as
many respondents (53.2%) as criminal liability with imprisonment (26.2%).

Only 15% of respondents oppose the criminalization of smuggling.

More than half of the respondents consider it necessary to introduce criminal liability for all goods imported
in violation of customs regulations.
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Conclusions (2)

Corruption: important friends

44.2% of respondents believe that informal relations with at least one authority are important for business
success.

This is slightly more than in 2018, when there were 39.3% of such respondents.

Most often, these are customs and tax authorities, but the importance of “friendship” with them in 2020 has
diminished.

Corruption at customs: aspects, assessments, changes
In 2020, the share of both exporters and importers facing corruption has decreased.

At the same time, the importance of corruption for exporters facing problems has increased (it came in the
5th place in the ranking of problems), and for importers facing problems, it has not changed (the 11t place).

In 2020, respondents were less likely to name corruption and bribery among customs issues in previous waves
of this survey.

Although the proportion of respondents who report corruption is declining, the perception of corruption as a
problem is related to the assessment of customs: respondents who indicate the problem of corruption and
those who assess the level of corruption as higher, make worse assessments of the work of the customs .
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THANK YOU FOR YOUR ATTENTION!

QUESTIONS?
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CONTACTS

website: www.tfd.ier.com.ua
e-mail: customs@ier.kyiv.ua

Facebook: www.facebook.com/tfd.ier

Project "Support to the Public Initiative" For Fair and Transparent Customs "
performed by the Institute for Economic Research and Policy Consulting
with financial support
European Union, MF "Renaissance" and Atlas Network
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