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Abstract. The introduction of the authorized economic operator program means for businesses simplification of
declaration, efficiency of customs procedures and reduction of risks. This allows entrepreneurs to save time and money on
customs terminal services and creates transparent and clear customs clearance procedures. However, so far only one company
has received such a status, and the State Customs Service is considering another application for authorization. The purpose
of the work is to assess the conditions and benefits of the program of an authorized economic operator in the framework of
improving customs policy. The object of the study is the program of an authorized economic operator in Ukraine. The risks
of international supply chains were highlighted in the paper. Entities that can obtain the status of an automated economic
operator and the conditions for granting authorization to an automated economic operator are presented in detail. The
simplifications and advantages of the status of the automated economic operator received by the subjects are systematized.
In the course of research such methods were used as: analysis and synthesis, induction and deduction, comparison, system
approach. The analysis helped to identify the shortcomings of the status of an automated economic operator, which can
be further used by researchers to make recommendations for improving the regulatory framework
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¢ INTRODUCTION

The Authorized Economic Operator program is a key driver
of customs and economic partnerships between countries.
It creates a safe, transparent and predictable environment
for trade. Ukraine’s customs legislation should gradually
converge with EU customs legislation, and one of the stages
of adaptation is the introduction of the institution of an
authorized economic operator in Ukraine. The status of
AEO confirms the highest degree of customs confidence in
the enterprise and, as a result, allows to apply the largest
list of special simplifications and to take advantage of cus-
toms formalities for the goods moved by such enterprises.
The future recognition of the status of national AEOs by
the customs authorities of the EU countries will ensure
the participation of Ukrainian operators in the formation
of so-called safe supply chains and increase their competi-
tiveness in foreign and domestic markets. As a result of the
implementation of the program, a certain increase in eco-
nomic growth is expected, which is currently happening.

State regulation of the functioning of authorized eco-
nomic operators in Ukraine is based on the Customs Code of
Ukraine (Chapter 2 “Authorized Economic Operator”) [1],
resolutions of the Cabinet of Ministers of Ukraine “On some
issues of functioning of authorized economic operators” [2],
“On approval of the Unified State Register of Authorized Eco-
nomic Operators” [3], “On approval of the form, description
and rules of use of the national logo of the authorized eco-
nomic operator and the form of the certificate of the autho-
rized economic operator” [4], “On approval of the application
forms of the enterprise for granting permission for special
simplification and permission for special simplification” [5], etc.

The issue of customs policy was considered in the sci-
entific works of P. Dzjubenko [6], A. Lisov [7], O. Grebelnyk [8],
I. Gutsul [9], S. Shevchuk [10]. The authors define customs
policy as a relationship, associated with the exchange of
goods. At the same time, these relations together form a cer-
tain system of international exchange relations established
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between states in order to provide markets for sales or raw
materials, stimulate the development of certain industries,
establish mutually beneficial trade cooperation with other
states, protection from external competition. However, the
authors’ position on the interpretation of customs policy
does not take into account modern integration processes,
which translate customs policy from the national level to
the supranational level of integration.

Authors 1. Prykhodko and Y. Prykhodko [11] char-
acterizing the features of Ukraine’s customs policy in the
context of European integration, justify the need to adapt,
harmonize and unify customs legislation to EU require-
ments. But the authors do not consider the program of
an authorized economic operator under the Association
Agreement with the EU.

The research of aspects of the implementation of
the program of an authorized economic operator is de-
voted to the works of such scientists as V. Turzhansky [12],
I. Berezhnyuk [13], I. Nestoryshen [13; 14], A. Brendak [13].
Scholars emphasize that the transformations in the world
political and economic space necessitate the development
of new approaches to ensuring the security of the state in
the face of the constant growth of threats, both internal
and external. I. Mesecha [15], L. Prus [16] also studied the
theoretical foundations and organizational and economic
prerequisites for the emergence of the institution of autho-
rized economic operator. However, the issue of using the
program in AEO still remains insufficiently worked out.

Foreign scholars recognize the importance of using
the program of an authorized economic operator. In partic-
ular, A. Torello [17] argues that customs clearance opera-
tions can be facilitated if importers, freight forwarders or lo-
gistics operators have been granted the status of authorized
economic operator. Simplification of customs formalities, as
well as fewer documentary customs controls and physical

inspections, speed up international trade flows and reduce
delivery times. A. Erceg [18] argues that AEO status means
that a company can prove its reliability and safety. In ad-
dition, it means that the company has access to simplified
customs procedures. A. Ariadna [19] and D. Widdowson [20]
state that when the parties meet certain standards, includ-
ing compliance with trade requirements and demonstrate
a commitment to security of supply chains, they may be
granted AEO status with some trade facilitation benefits,
including mutual recognition of their AEO status in foreign
countries with which the country has concluded a mutual
recognition Agreement or “MRA”

However, the introduction of the institution of an
authorized economic operator and the procedure for ac-
quiring the status of such an authorized operator by enter-
prises has a somewhat slow pace and is characterized by low
interest from entrepreneurs. Requires further study of the risks
of international supply chains, the conditions for granting
AEO status to entities and the benefits that AEOs can enjoy.

The purpose of the work is to assess the conditions
and benefits of the program of an authorized economic
operator in the framework of improving customs policy.

e MATERIALS AND METHODS

The study used a systematic approach to generalize the
legal support for the use of the program of an authorized
economic operator in Ukraine.

e RESULTS

Changes in the global market and growing dependence
on supply chain participants are the reasons for the high
level of risk. The introduction of an authorized economic
operator also means reducing risks for business. Currently,
among the global risks of international supply chains can
be identified such risks (Table 1).

Table 1. Risks of international supply chains

Arise due to non-rhythmic work of suppliers or due to the inability of the enterprise to effectively
plan the order of raw materials, materials, etc. The reasons for such risks may be:
- dependence of the enterprise on a small number of suppliers with disabilities;

Logistics - impossibility to fulfill the terms of the supply contract (product quality, delivery time, supply
of procurement | volumes, etc.);
- financial supply problems;
- violation of the conditions of transportation and storage by third parties involved in the
performance of the supply contract
Are directly related to changes in the operational work of the enterprise and may occur for the
L following reasons:
Logistics - changes in requirements for product quality and conformity;
of production 8! d P q ¥y ¥

- violation of production technology;
- failures in production processes

Related to the violation of demand for products and services, information between the central
enterprise and the market, as well as the quality of customer requirements, i.e. the speed of order
fulfillment, the availability of the necessary stock to fulfill customer orders, timely delivery and
more. The reasons for this risk may be:

- change of financial capacity of the customer;

- changing fashion trends;

- change of product range;

- season change;

- change in the economic situation in the country;

- incorrect forecasting of demand for products by the enterprise itself

Risks of the main elements of supply links

Logistics of sales
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Risks of the

Arise both in cases of need to provide the return of the received party to the supplier (manufacturer),

Table 1, Continued

. Return and at the received addresses from clients (buyers).
main elements . . L. . .
) management Financial losses and losses of appearance at returns are a significant risk for many companies
of supply links . - -
that provide supplies to the retail network
Risks of . . s .
L . Related to the personnel policy of the enterprise and the positioning of logistics and supply
logistics Structural risks - . .
chain management in the structure of enterprise management
management

Structural risks

Related to the personnel policy of the enterprise and the positioning of logistics and supply
chain management in the structure of enterprise management

Financial risks

Elated to the management of the operating budget: direct logistics costs and hidden logistics
costs, as well as the management of working capital, “frozen” in raw materials and goods and the
efficient use of fixed assets for logistics (warehouses, transport, etc.)

IT risks

Related to the completeness of logistics parameters and data, as well as their synchronization
with all relevant enterprise systems

- transport risks;
- customs risks;
- warehouse risks

Operational risks

Risks of logistics management

Related to the implementation of operational procedures, which in turn can be divided into:

External risks

Risks that do not depend on the organization of the supply chain and the company itself. External risks include: natural disasters;
military action; terrorist attacks; criminal risks; political change; changes in the economic situation

Source: systematized on [21]

Security issues in the supply chain are becoming
particularly important in the context of the escalation of
local conflicts in the world and the intensification of ter-
rorism. In the past, the focus has been on the uninterrupted
flow of goods, security against disruptions such as theft or
smuggling, and interaction between government organi-
zations and supply chain players. But then some countries
introduced new security and security programs to protect
against terrorism. This has had a major impact on compa-
nies’ approach to logistics and supply chain operations.
Security issues are more important than ever, and supply
chain actors work together with governments and interna-
tional organizations to ensure supply chain efficiency and
protect people, infrastructure and the economy.

Supply chain security management can be defined
as policies, procedures and technologies aimed at protecting
supply chains (products, tools, equipment, information and
personnel) from theft, damage or terrorism and preventing

the unauthorized smuggling of people or weapons. The
purpose of security of supply management is to prevent
adverse events, maintain the stability and continuity of
procurement, production, storage, transportation and flow
of information, as well as reduce security costs, delays in
supply and production. The problem is especially import-
ant in case of timely delivery. Safety issues focus on man-
made factors (prevention of human actions) as opposed to
safety issues related to incidents such as natural disasters,
fires, traffic accidents, political events or failures in technical
infrastructure.

Thus, the expansion of the AEO institution and the
subsequent increase in the number of concluded agree-
ments will facilitate easier and safer exchange of goods.
Clarity and control of supply chains should reduce the risk
of theft, loss, and threats of organized crime. Below is a
list of definitions from the Customs Code of Ukraine [1] on
AEO (Table 2).

Table 2. Entities that can obtain AEO status and AEO definitions

An enterprise that performs any role in the international supply chain of goods, to which the bodies of revenues

Authorized
economic operator | and fees have granted the authorization of the AEO
Producer An enterprise that directly manufactures goods intended for export
An enterprise that, on the basis of foreign economic agreements (contracts) concluded by it directly or through
Exporter (importer) | an intermediary (commission agent, agent, consignor) exports (imports) goods with their movement across the
customs border of Ukraine, regardless of the customs regime in which such goods are placed
Customs An enterprise that acts as an intermediary (customs broker, commission agent, agent, consignor) during the
representative execution of a foreign trade agreement (contract)
Legal or natural person who has undertaken obligations and responsibilities under the contract of carriage
Carri of goods for delivery to the destination of the goods entrusted to him, carriage of goods and their issuance
arner (transfer) to the consignee or another person specified in the document governing the relationship between
freight forwarder and carrier
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Table 2, Continued

Forwarder

Business entity that, on behalf of the client and at his expense, performs or organizes the performance of freight
forwarding services specified in the freight forwarding agreement

Warehouse holder

zone

Enterprise, which owns or uses a customs warehouse, temporary storage facilities, objects of a free customs

Source: systematized on [22]

AEO authorization can be of the following types:
1) on granting the right to apply special simplifications
(hereinafter — AEO-C);
2) on confirmation of safety and reliability (AEO-S)

The company independently chooses the type of au-
thorization provided and can have both types of authori-
zations at the same time. The following criteria are used to
grant AEO authorization (Table 3).

Table 3. AEO compliance criteria

1) compliance with the requirements of customs, tax and currency legislation of Ukraine, as well as the + N
absence of facts of criminal prosecution

2) proper system of accounting, commercial and transport documentation + +
3) stable financial condition + +
4) ensuring practical standards of competence or professional qualification of the responsible official +

of the enterprise

5) compliance with safety and reliability standards +

Source: systematized on [22]

Enterprises that have received AEOs have the oppor-
tunity to use special simplifications (Table 4). The benefits

received by enterprises with the status of AEO are given
below (Table 5).

Table 4. Simplification in the presence of AEO

1) general financial guarantee +
2) self-application of seals of a special type + +
3) simplified declaration procedure +
4) location procedure +

Source: systematized on [22]

Table 5. Advantages of the automated economic operator

1) fulfillment of customs formalities for goods, commercial vehicles as a matter of priority + +
2) reduction of the degree of risk by the automated customs clearance system to determine the + +
list of customs formalities during the customs clearance of goods, commercial vehicles

3) use of a specially defined (if any) lane at the checkpoint across the state border of Ukraine for + +
the movement of commercial vehicles

4) use of the AEO national logo + +
5) receiving a notification from the body of revenues and fees that the relevant goods and vehicles

for commercial purposes on the basis of risk analysis on the general declaration of arrival selected +
for customs inspection at the checkpoint (control point) across the state border of Ukraine until

their movement through customs border of Ukraine

Source: systematized on [22]

e DISCUSSION

The threat of terrorism, human trafficking and fraud means
that countries and trade blocs are developing measures
to ensure that supply chains are and remain secure. To
strengthen security controls, an authorized economic op-
erator (AEO) regime has been introduced to protect the
domestic market and the international supply chain. This
issue applies to every business, regardless of its size or the

Development Management. 2021. Vol. 20, No. 1

area of trade that owns or moves goods through the inter-
national supply chain. The AEO certificate provides a wide
range of benefits that have been reported.

Given the results of the study, it can be argued that
the introduction of AEO significantly contributes to im-
proving the security of international trade, as well as af-
fects the functioning of international supply chains. There
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is now a need for an integrated and globally supported in-
ternational data model that covers data exchange through-
out the cross-border process. The WTO data model will not
apply to all non-governmental areas related to trade, will
not define data requirements for customs and other gov-
ernment agencies. The lack of an integrated international
data model for the whole cross-border process poses major
problems for operators and administrators of international
supply chains, as they have to prepare several copies of in-
formation in different formats for different countries and
for different processes.

Exporters-manufacturers, importers, distributors,
customs brokers, warehouse and postal operators, freight
forwarders and carriers can apply for AEO status.

AEOs are of two types: “B” and “S”.

1) Type “B” - on granting the right to apply special sim-
plifications;
2) Type “S” — on confirmation of safety and reliability.

The company independently chooses the type of
authorization and can have both types of authorizations at
the same time. Authorization of AEO is recognized through-
out Ukraine, at the same time, the recognition by customs
administrations of foreign countries of the authorization of
AEO obtained by resident enterprises is carried out in accor-
dance with international agreements of Ukraine.

Companies with a systemic level of organization and
formalized procedures have a significant chance of obtaining
AEO status. In such companies, processes must be formed, a
quality system, certified software, etc. must be established.

The AEO certificate allows organizations to become
a trusted member of international supply networks and ad-
here to high safety standards. The certificate demonstrates
the reliability and commitment of the company to adhere
to safety procedures. It is also proof of the solvency of the
enterprise. Acquiring the status of AEO determines the
increase of efficiency of the company’s activity and more
effective cooperation in the supply chain due to time sav-
ings and reduction of bureaucracy related to international
trade and transport. However, so far only one company has
received such status, and the State Customs Service is con-
sidering another application for authorization.

The provision of simplifications by customs author-
ities for those holding AEO certificates, with due regard
to the security of the supply chain, determines efficient
cross-border operations. To use the accumulated simpli-
fications, the optimal solution is to create the status of
secure supply chains. The more participants in the inter-
national supply chain have the status of AEO, the more
complete the benefits and rights for its members. Respon-
sible information management and partner relationship
management have a positive impact on the effectiveness
of security in the supply chain. AEO operators seek to start
cooperation with other authorized operators, taking into
account the security of the international supply chain. Pro-
ceeds from the joint recognition of AEO status may also
cover sources that lead to a revival of trade. The creation
of a mechanism of continuity of joint actions in order to

e REFERENCES

respond to trade violations allows the customs authorities
to improve and accelerate, as far as possible, the service of
priority clearance of goods supplied by AEO.

The advantages of AEO are the result of simplified
control of cargo and documents, reducing the amount of
data contained in consolidated declarations, the possibility
of prior information about the planned control of deliveries,
priority treatment in the situation of choosing an AEO unit
for control, the ability to apply for management. The AEO
program has been evolving since its inception, and there
are now more than 85 countries with AEO programs from
more than 30,000 certified companies. In addition, 11 more
AEO programs are being developed in other countries.
However, it should be clearly emphasized that further ex-
pansion of the AEO institution is needed. This is extremely
important for Ukrainian operators, despite the fact that the
main export markets for Ukraine are the member states of the
European Union, but third countries are also important.

Unlike other studies, the paper systematized the risks
of international supply chains and identified the benefits of
AEO that can minimize them. In addition, an analysis of
entities that can obtain the status of AEO and the criteria
for their compliance.

o CONCLUSION

AEO is an important part of integration processes, as in the
process of AEO implementation it is necessary to work on
reducing the time spent on routine processes, for example,
to verify the correct classification of goods according to
UKTZED. Upon acquiring the status of AEO, the company
is inspected for 120 days. Due to the limited staff of the
customs, only 10 enterprises will be able to pass such an in-
spection in the first year, in the second - 20, in the third - 30.
This restriction can be attributed to the shortcomings of
the implementation of this status. The disadvantages also
include the following:

1. The actual need to acquire the status of AEO for all
participants in the supply chain (within the FEA) in Ukraine.
In the absence of status, the benefits will not be in full force.

2. Lack of procedure for assessing enterprises for com-
pliance with the criteria. Even taking into account that this
procedure is under development, it will mean testing it in
real enterprises after the changes on the AEO come into
force, which can lead to unexpected consequences.

The deadlines for inspecting enterprises for compli-
ance with the criteria mentioned above may not meet the
demand for AEO status, so it is worth looking for ways to
increase the number of enterprises that can be inspected
simultaneously.

Thus, the expansion of the AEO institution and the
subsequent increase in the number of concluded agree-
ments will facilitate easier and safer exchange of goods.
Clarity and control of supply chains should reduce the risk
of theft, loss, and threats of organized crime.The results of
the study can be used by future researchers to continue work
on bringing domestic customs practices closer to European
standards through the use of the AEO program.
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MporpamMma aBTOpM30BaHOro eKOHOMIYHOro onepartopa
B paMKaX YAOCKOHaNIeHHS1 MUTHOI NOJIITUKU YKpPaiHU

BikTopia ®epopiBHa TuweHKo, KatepuHa MuxanniBHa AsisoBa,
AniHa OnekcaHpgpiBHa LWanoBanosa, leHnc Mukonamoemy OCTPOBCbKUM

XapKiBCbKMM HaLiOHaNbHMM eKOHOMIYHUM YHiBepcUTeT iMeHi CeMeHa Ky3Heud
61166, npocn. Hayku, 9A, M. XapkiB, YKpaiHa

AHoTalis. 3anpoBakeHHsST MPOTPamMiM aBTOPM30BAHOIO €KOHOMIYHOTrO OIepaTopa O3Hauae jisa 6i3Hecy CIIPOIIeHHS
JeKJIapyBaHHs, OMepaTUBHICTh MUTHUX MPOLEAYp Ta 3HMKeHHST pu3ukiB. Lle m03BoOMsIE MiANMPUEMLISIM €KOHOMUTY Yac
Ta KOUITY Ha MOCTYTM MUTHUX TepMiHaIB i CTBOPIOE MPO30Pi Ta 3p03yMiji Mmpolenypu MUTHOTO odopmieHHs. OfHaK,
Hapasi Takuit CTaTyc OTPUMAJIO JIMIe OFGHE MiANPUEMCTBO, 8 Ha po3MIsizi JepskaBHOI MUTHOI CITyskOM repebyBae 11ie ogHa
3as1Ba PO HAZAHHS aBTOpM3allii. MeTol po6OTH € OIliHKa YMOB Ta IepeBar IporpaMu aBTOPU30BaHOTO €KOHOMiUHOTO
orepaTopa B paMKax YIOCKOHAJIeHHS MUTHOI MOmiTukM. O6’€KTOM JOCTiIsKeHHS BUCTYIIa€ IporpaMa aBTOPM30BaHOTO
€KOHOMIUHOro ormepaTopa B YKpaiHi. Y po6orTi 6y BUAiNeHi pU3UKM MIDKHAPOOHMX JIAHLIOTIB IMOCTavyaHHs. [JeTaabHO
npefcTaBiaeHi cy6’ekTH, 10 MOKYTh OTPUMATH CTATyC aBTOMATM30BaHOTO €KOHOMIYHOIO oflepaTopa Ta yMOBU HaJaHHS
aBTOpM3allii aBTOMATM30BAaHOTO €KOHOMIYHOro orepaTopa. CUCTeMaTH30BaHO ONEPKyBaHi Cy6'€KTaMy CIIPOLIEHHS
Ta MepeBary CTaTyCcy aBTOMaTM30BaHOIO €eKOHOMIUHOIO omepaTopa. B mporeci nociimkeHHsS BUKOPUCTOBYBAINUCh Taki
MeTOau, SIK: aHaji3 Ta CMHTe3, IHAYKIIiS Ta JemyKlis, TOPiBHSIHHS, cUCTeMHMIA migxin. [IpoBegeHnit aHamis IOMOMIr
BMU3HAUUTY HEJJOJiKM CTaTyCy aBTOMAaT/30BaHOT'O EKOHOMIUHOTI'0 OI1epaTopa, 10 MOyKe B [I0/4a/IbLIIOMY BUKOPMCTOBYBATUCS
IOCTiIHMKAMM JIJIs1 peKOMeH Ial1liii 100 YIOCKOHaIeHHSI HOPMAaTUBHO-TIPaBOBOi 6a31

KitrouoBi c/1oBa: aBTOpPM30BaHMiT eKOHOMIUHMIT OITepaTop, MIUTHA TOiTMKA, PU3MKY JIAHLIIOTIB IIOCTaYaHHsI, MUTHA GesIeka,
CIIPOIIEHHST IeKIapyBaHHs, MUTHI (P OPMaJbHOCTI
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