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DESCRIPTION OF THE 
SITUATION
In comparison to the best practices in place around the globe, modern customs 
administration in Russia lacks in efficiency both for the state and for those 
involved in foreign economic activity. False declarations by businesses and 
goods brought into the country in circumvention of established rules remain 
commonplace. The negative consequences that result include unfair competition, 
domestic tax evasion, and an increase in undeclared revenue. The discretionary 
powers of customs bodies and their officials together with the practices currently 
employed for inspections (the number of inspection authorities and a lack of 
necessary interaction between them) place administrative pressure on business 
that ultimately promotes corruption.

The administrative procedures currently in place for export-import transactions 
are based on mechanisms appropriate for the paper processing carried out in 
the last century. In particular, it is necessary when crossing the border and at 
subsequent stages of customs clearance (transit, temporary storage) to provide 
and fill out a large number of documents, and it is necessary to pass inspections 
and pay duties to be able to release goods into circulation. The Customs Code of 
the EAEU, which came into force on January 1, 2018, has established the legal 
basis for these procedures for years to come.

The item to be inspected by customs authorities is goods collected into one 
commodity lot and detailed in a single customs declaration. There are no 
requirements for the disclosure of information about goods in documents of 
commercial accounting of any kind. This approach fails to ensure the traceability 
of information after release, when the lot has been split into individual goods. 
However, instead of changing inspection practices (and putting the experience of 
customs services in other countries to use), mechanisms for marking each item 
without taking into account transport, industrial, or trade marking are being 
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tested and introduced (for a limited range of goods at present), which further complicates 
customs procedures.

Thus, fur products became subject to marking in 2016, with leather footwear set to be 
marked in 2018 and outer garments in 2019. An approach of this sort may be appropriate 
only for limited application and with respect to certain groups of goods (those of highest 
risk in terms of potential damage to the economy and citizens) entered in a closed list to 
be fixed legislatively. But even in this case, the implementation of such measures will 
require significant spending from business and government (such as equipping production 
lines with marking equipment, purchasing specialized software, and concluding contracts 
with marking suppliers). Cumulatively, these may exceed any possible benefits and could 
potentially be justified only in cases of significant violations and the particularly harmful 
consequences thereof. In addition, the economic feasibility of marking in comparison to 
its alternatives, such as those involving practices based on big data, has yet to be proved 
(international practice included). In particular, the application of systems for monitoring, 
traceability, and risk assessment, which analyse the economic activity of enterprises through 
the use of big data generated by already existing automated control systems (AIS Nalog and 
the FCS of Russia information systems among others) could be considered.

Of the more than 40,0001 current risk profiles identified by the FCS of Russia, 85% are value-
based, which is to say they contain information about the minimum value of goods classified 
by a single code and imported from individual countries. If the value declared is below that 
of the monitoring level, additional checks are carried out, including an inspection. Goods 
are held until an increased amount of collateral is raised, which entails substantial direct 
costs for the foreign trade participant and keeps the goods from entering the market. As a 
result, the collection of customs fees is meaningfully transformed into a system of imputed 
tax paid by the importer in the form of a duty. The main reason for this approach is that 
customs inspection practices are in fact based on the premise that the initial assessment 
of the correctness of the declared customs value should be carried out before the release of 
goods. The high level of customs violations and the customs authorities’ focus on collecting 
corresponding fees only serve to further aggravate the situation.

The problem of integrating monitoring at state border inspection posts has not been 
resolved. It is especially relevant when importing and exporting goods by sea because of 
stiff competition with ports of other countries and the impressive share of foreign trade 
turnover (more than 50% of the physical volume). Information from ship owners about 
the ship and its cargo is submitted to various authorities and agencies in different formats 

1  In 2016, the number of risk profiles equalled 38,203 (see Final report on the results and areas of focus of the FCS 
of Russia in 2016, URL: http://www.customs.ru/index.php?option=com content&view=article&id=24865:-2016-
&catid=475:2015-03-12-09-57-15&Itemid=2588). In 2017, there were more than 40 thousand profiles (see Report 
to the President of the Russian Federation. The Book of Complaints and Suggestions. 2017. p. 74. URL: http://
doklad.ombudsmaribiz.rU/2017/pdf/3.pdi).
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(including on paper); cargoes are repeatedly inspected in accordance with the requirements 
of different inspection agencies. The time it takes to carry out registration, the complexity 
of the procedures involved, and the large number of documents and information provided 
increase business costs and lead to higher prices.

The lack of information integration between the customs and tax services allows opportunistic 
individuals to provide varying information about goods and transactions related thereto 
for the calculation of customs duties and domestic taxes. Wrongdoers take advantage 
of the completion of customs clearance before goods have been accepted for registration 
by the importer to make false declarations, including through so-called technical or one-
day companies. Through a chain of fictitious transactions, these goods are later legalized 
in internal business turnover, evading customs fees and taxes established by law, which 
further feeds the grey economy. Legislative gaps of this kind facilitate the functioning of 
so-called green channels, making it possible to import sanction goods into the country as 
well as distort information or understate the customs value of goods for which a high level 
of duties has been set. The ability of customs authorities to make discretionary decisions on 
the determination of fiscal parameters (customs value, tariff position in accordance with the 
EAEU TIEC) and on delaying the release of goods that are being held at transport terminals 
or in private temporary storage warehouses (TSW) give rise to additional risks of corruption.

Russia’s lagging behind in monitoring the cross-border movement of goods can be illustrated 
by the country’s position in international rankings. In the World Bank’s Logistics Performance 
Index for 2016, Russia ranks 99th out of 1602. According to the criterion assessing customs 
and border procedures, it ranked 141st (in 2014, it ranked 137th, see Table 1). In the World 
Bank’s 2018 Doing Business ranking for International Trade, Russia placed 100 out of 190 
countries3.

Table 1. Russia’s position in the Logistics Performance Index for 2007–2016

Year Russia’s position in LPI Efficiency of customs (ranking)

2016 99 141 (out of 160)

2014 90 133 (out of 160)

2012 95 138 (out of 155)

2010 94 115 (out of 155)

2007 99 137 (out of 155)

Source: World Bank

2  Connecting to Compete 2016. Trade Logistics in the Global Economy, URL: https://wb-lpi-media.s3.amazonaws. 
com/LPI Report 2016.pdf

3  Doing Business ranking, URL: http://russian.doingbusiness.org/data
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Because of the way customs regulations are separated from fiscal and other kinds of 
control carried out in the country, administrative hurdles at customs can force companies 
whose business is particularly sensitive to the speed of cross-border movements out 
of Russian jurisdiction. This is particularly common for export-oriented innovation 
companies involved in global production chains. The current situation also hampers a 
wider application of the existing instruments of customs regulation, which were originally 
designed to stimulate investment in export-oriented production and export growth – in 
particular, customs processing procedures in the customs territory, free customs zone, and 
free warehouse.

These procedures offer the advantage of being able to use foreign materials, raw materials 
and components legally without paying customs duties or VAT to produce goods intended 
for export, which reduces their cost. The following factors preventing the use of such 
instruments are worth noting:

• customs officials’ lacking the necessary expertise and technology to use company 
accounting and operational data for customs purposes;

• a lack of procedural instructions from the Ministry of Finance of Russia and the FCS 
of Russia explaining complex issues related to the application of economic customs 
regulations; 

• a lack of motivation for customs authorities to perform work that does not result in the 
collection of customs fees.

Excessive administrative barriers prevent small and medium-sized businesses lacking 
sufficient financial stability to weather the risks that result from the unpredictability of 
customs requirements when processing goods from getting involved in foreign trade.

In addition to administrative barriers, the institution of temporary storage warehouses also 
creates additional costs for companies. It was introduced in the early 1990s as a necessary 
but temporary measure to facilitate the creation of customs infrastructure while the state’s 
monopoly on foreign trade was being abolished alongside a rapid growth in imports and 
a budget deficit. This institution has, in fact, long required changing. Non-transparent 
procedures for granting warehouse owners the privilege of storing imported goods prior 
to their release and to receive monopoly revenues from the provision of services imposed 
on carriers and owners of goods artificially prolong the terms of customs procedures, 
increasing costs in corresponding fashion. At the same time, the existing requirements to 
accommodate customs authorities in temporary storage facilities free of charge engender 
corruption.
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The customs service continues to see its goal to be to collect the greatest amount of fees 
possible, though the effectiveness of customs authorities is not evaluated by the amount 
of fees collected relative to the amounts that should have been collected on the basis of 
turnover. Likewise, no attempt is made to assess the prevalence of false declarations of 
goods even in those markets especially sensitive for domestic producers. As a result, up to 
60% of decisions appealed4 concerning the action (or inaction) of customs authorities are 
rendered by the courts in favour of participants in foreign economic activity. This trend, 
which has remained stable for the last 10-15 years, continues to go without due attention, 
which only encourages employees to increase by any means necessary, including means of 
administrative coercion, the amount of fees collected (not every business owner is prepared 
to go to court with the state).

The desire of companies to be included in the “green sector”5, admittance to which is 
granted by non-transparent criteria, causes them to turn the other cheek in the face of 
such occurrences and to forego lodging complaints against illegal action (inaction) and the 
decisions of customs bodies and their representatives.

Contemporary Russia’s external economic strategy is based on trends in world trade 
and economics that include increased country involvement in global value added chains 
and territorial development through opportunities and advantages in foreign trade and 
transit. The regulatory and fiscal role of customs duty is gradually decreasing due to lower 
rates resulting from Russia’s joining the World Trade Organization and the expansion of 
free trade between Russia, CIS member countries, Serbia, and Vietnam. The possibility 
of creating free trade zones with Egypt, Israel, India, Iran, and Singapore are also being 
studied. Federal budget revenue resulting from import customs duty in the first half of 
2017 amounted to no more than 0.62% of GDP (for the same period of 2016 it equalled 
0.7%), and it will continue to decline.

Policy documents6 that have been approved are aimed at further developing the Russian 
customs service by increasing the efficiency of customs administration through improved 
technologies, which would generally contribute to a gradual reduction in the severity of 
some of the foreign trade problems described above. This means primarily the development 

4  See the report “Customs Service of the Russian Federation in 2016”, p. 52, URL: http://customs. ru/images/ sto-
ries/2017/Mart/customs%202016.doc

5  Low risk level category determined in accordance with FCS of Russia categorization of participants in foreign 
economic activity. Order No. 2256 of the FCS of Russia of the Ministry of Finance of the Russian Federation 
dated 1 December 2016 (Edited in accordance with Order No. 990 of the FCS of Russia dated 15 June 2017) “On 
Approving the Procedure for Automated Determination of the Risk Category of Participants in Foreign Economic 
Activity”.

6  Strategy for Developing the Customs Service of Russia up to 2020 (approved by Directive No. 2575-r of the 
Government of the Russian Federation dated 28 December 2012); plan of measures (road map) “Customs 
Administration Improvement” (approved by Directive No. 1125-r of the Government of the Russian Federation 
dated 29 June 2012); Russian State Programme “Developing Foreign Economic Activity” (approved by Directive 
No. 330 of the Government of the Russian Federation dated 15 April 2014).



CUSTOMS ADMINISTRATION IN RUSSIA: WHAT SHOULD BE DONE?

8

of electronic technologies (electronic declarations, electronic interaction between 
customs and other state control bodies, including the tax service, and the introduction of 
mechanisms for tracing the movement of goods imported into the country), and optimizing 
the way participants in foreign economic activity are categorized among other things. 
Areas of the customs authorities to be developed were designated in the Comprehensive 
Development Programme of the FCS of Russia up to 2020, approved by the board of the FCS 
of Russia on 25 May 2017. Key areas include “the introduction of the world’s best customs 
administration practices (electronic customs, the single window mechanism, etc.), WCO 
instruments and recommendations for risk management, and the organization of customs 
control following the release of goods”.

These areas do not, however, take into account the specific objectives of the programme 
and its performance targets. For example, “the share of objects of customs control following 
the release of goods being monitored (audit) within the total number of objects of customs 
control following the release of goods with a low risk of violating customs legislation” has 
been designated as a performance target within the group of objectives calling for the 
“Improvement of customs control following the release of goods”. This particular wording, 
however, indicates that a full implementation of advanced control practices following 
release, including an analysis of economic activities and information from the accounting 
systems used has not been planned for the medium term. Indicators for assessing the 
implementation of the single window mechanism have not been established.

At the same time, the “Improvement of the function of state supervision of the FCS of 
Russia as part of the priority programme for the ‘Reform of Control and Supervisory 
Activities’” project summary claims “a 50% reduction in the share of customs fees payable 
by participants in foreign economic activity with a high-risk of customs legislation 
violations by the end of 2025” as one of its main goals. On the one hand, this target could 
be aimed at increasing the effectiveness of state control and gradually moving more and 
more foreign trade participants into a category with a low to medium risk level, though on 
the other hand, it could lead to increased administrative pressure and, as a consequence, 
reduce the number of small and medium-sized businesses classified as high-risk.

Thus, although programme documents set the tone for gradual improvement in Russia’s 
customs administration without contradicting the changes proposed in the report, they 
also preserve unchanged the basic practices and business processes employed in customs 
organization, and consequently, the main administrative problems. On the whole, control 
procedures are simplified only for those participants in foreign economic activity determined 
by the FCS to be “conscientious” (with a low level of risk) on the basis of subjective criteria 
(such as, for example, “specialization according to commodity classification”, “export 
focus”, and “the ratio of the value of goods issued with a statistical value per 1 kg of net 
weight of goods below the comparable average for the FCS of Russia, to the total value of 
goods for which a decision was made regarding release” among others).
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CUSTOMS ADMINISTRATION 
PROBLEMS
The key shortcomings of the existing system of customs administration in 
Russia include:

• Multiple stages of customs processing, each of which requires information 
to be provided and duplicated in various formats, including on paper, which 
at a time of modern information technologies leads to unnecessary costs for 
entrepreneurs.

• A lack of integration between the control functions of customs and tax 
authorities and at checkpoints between customs and other government 
agencies that control the cross-border movement of goods, vehicles, and 
persons. This results in additional costs for the state and participants in 
foreign economic activity for repeated inspections and allows unscrupulous 
individuals to provide different monitoring bodies with varying information 
about goods and corresponding transactions.

• Carrying out basic verification activities for fiscal purposes, including verifying 
the correctness of the application of the customs value before releasing goods 
into circulation (withholding them until customs fees have been settled). This 
makes it possible to exert administrative pressure and force companies to 
redirect money from working capital to be kept in interest-free Federal Treasury 
accounts in the form of advances and cash deposits. In practice, companies 
may either make customs payments on a tax base that is comparable in terms 
of customs value to the price risk profile laid out in the information system, 
or make pledges in amounts substantially exceeding the amount that may be 
payable after all additional verification activities have been carried out.

• Control of goods within a single delivery (one customs declaration). This 
approach prevents auditing the transaction following the release of goods 
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in the context of all economic activities of the importer and its counteragents. The 
impossibility of officially bringing customs control closer to the methods of tax control 
and of ensuring the consistency of data in the fiscal sphere precludes establishing control 
over company accounting documents and ensuring the traceability of the movement 
of goods for subsequent tax supervision. This in large part accounts for the lack of data 
exchanged between customs and tax authorities (customs makes use of data on payers, 
and the tax service on amounts of VAT paid on the import of a particular cargo).

• Substitution of the risk management system with a “tariff scale” (value risk profiles) with 
an indication of the minimum value of goods for the calculation of custom fees. This 
impedes the development of a customs value control system integrated with tax control.

• Poor risk analysis and management. Modern digital processing capabilities make it 
possible to process a wide range of information about manufacturers and commodity 
production technologies, their delivery routes, persons involved in the supply chain, 
price factors, and other relevant information. Analysis of this sort makes it possible to 
identify risky goods prior to their being imported, to prevent the import of prohibited 
products, to counteract false declarations and understated customs values, to monitor the 
activity of importers and other persons participating in the circulation of goods within 
the customs territory for certain periods of time in order to identify unlawful actions 
in a timely manner and to counteract them. The current risk management system may 
be characterized by a tendency toward ranking participants in foreign economic activity 
in terms of the risk of their violating customs legislation and the identification of risky 
deliveries at the declaration stage (mainly on the basis of value risk profiles). In practice, 
this manifests itself in inefficient petty control of those who do not fall into the customs 
authorities’ “green sector” of confidence.

• Motivation to collect the greatest possible customs fees without taking into account other 
economic factors affecting the development of business and foreign trade. This approach 
results in the forced retention of a company’s working capital in Federal Treasury 
accounts in the form of advances and cash collateral, and in excessive administrative 
pressure. In addition, it creates artificial obstacles to the application of export-oriented 
customs procedures with economic content such as processing in the customs territory, 
free customs zone, and free warehouse.

Existing practices provide for the possibility of releasing goods against guaranteed payment 
of customs duties if the customs authority has doubts about the correctness of the calculation 
of the corresponding amounts. However, a release of this sort is carried out under one-time 
(single delivery) financial guarantees following a preliminary assessment of the amounts. 
The size of financial guarantees is set to the maximum, irrespective of the history of the 
activity and the reliability and solvency of the importer, which leads to unpredictable delays 
in the release of goods and unplanned expenses for the monetary deposit.
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The quality of customs administration should be evaluated in two respects: cost (for business 
and the state) and efficiency (the reliability of declarations or the collection of customs fees).

In current practice, the so-called subject-oriented approach, customs administration costs 
are reduced only for large companies that fall within the “green sector”. Most risk profiles 
from the stage of declaring and releasing goods are not applied to them, and the existing 
system does not provide compensation for concessions of this sort with additional control 
following the release of goods. For other importers, customs administration practices remain 
unpredictable and costly. The application of price risk profiles for the declaration of supplies 
by companies not included in the “green sector” is supplemented by new requirements, such 
as marking goods in accordance with technical regulations, confirming the legitimacy of a 
certificate of compliance, etc.

Multiple stages of customs processing and the lack of integration between customs and tax 
administration create information gaps for fiscal control. Upon the arrival of ships at sea 
checkpoints, hardcopy bills of lading are presented, which invariably makes comparison 
of the information contained therein to data presented at subsequent stages of processing 
impossible. Mechanisms that allow reliable comparison of data between customs declarations 
and domestic sales are not introduced (except for the already existing indication of the 
number of the customs declaration in the invoice).

Thus, costly control practices are unable to guarantee reliability, which is manifested in the 
presence on the market of import restricted so-called sanction goods and the possibility of 
non-declarations or false declarations. A focus on the inviolability of the existing processes 
precludes adequately responding to new challenges such as customs processing of goods 
subject to high levels of taxation in other EAEU member countries; significant growth in the 
import of goods without customs fees through Internet-trade channels.

Russia’s participation in the Eurasian Economic Union implies the application of supranational 
customs rules. In 2018, the Customs Code of the EAEU entered into force. To implement its 
provisions, a draft law on customs regulation is being discussed in Russia. All these legal 
documents are based on conservative approaches to aligning customs control and shaping 
established multi-stage practices. Visible improvements to the updated customs legislation 
do not change the situation as a whole, since they are focused on creating legal bases for 
automating the declaration of goods and on the development of the institution of authorized 
economic operators.
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GUIDELINES FOR  
IMPROVING CUSTOMS 
ADMINISTRATION
In developing approaches to improve customs administration, the authors 
of this report chose systematic, radical changes in existing practices at all 
stages, from the import of goods to their sale. The proposed set of measures 
will encompass everyone involved in commercial, transport, and logistical 
operations with goods moving across the customs border as well as those 
engaged in the restructuring of government control processes. The goals of 
such changes are to improve the collection of customs duties and taxes and to 
increase the reliability of customs declarations while simplifying procedures 
and reducing the costs to business people.

These goals can be achieved by:

• transferring control carried out for fiscal purposes to the stages preceding 
the import of goods and following their release for domestic consumption; 
gradually replacing physical control of goods (with the exception of goods 
with a high risk of significant and irreversible consequences of penetration 
into circulation in circumvention of established prohibitions and restrictions) 
with analysis of information pertaining to them;

• establishing end-to-end control over the movement of goods and transactions 
involving them from the time of import to final consumption or retail sales;

• separating fiscal and non-fiscal control functions and their redistribution 
between control (supervising) authorities.

The proposed measures are based on the premise that customs duty is an 
ordinary indirect tax that can be levied more efficiently (in terms of the level 
of collection) and in a manner less costly for business than at present. To 
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achieve the desired results, it is important to change business processes and the sequence 
of administrative procedures as well as redistribute functions between customs and tax 
authorities.

The main changes to business processes within the proposed model of customs administration 
can be seen in figure 1.

Figure 1. The main changes to business processes within the proposed model of customs administration.
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1. To be carried out at checkpoints:

1)  documentation of import of goods and vehicles transporting them as well as initial in-
spection to prevent the import of prohibited goods, carried out on the basis of preliminary 
information received from the carrier and its analysis using a risk management system;

2)  identification of imported goods and importers on the basis of mandatory preliminary 
declarations. The purpose of this stage is to register the import of certain goods by a par-
ticular importer in the information system of fiscal authorities (a preliminary declaration 
is not mandatory at the present time);
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3)  integrated control for non-fiscal purposes: sanitary-quarantine, veterinary, quarantine 
phytosanitary, and transportational should be implemented on the basis of single window 
technology. This mechanism calls for a single submission of information electronically in a 
single database of domestic regulatory authorities as well as the use of data obtained from 
similar systems in the countries of trade partners;

4)  selective inspection/examination/screening of goods (based on preliminary risk analysis) 
with a coordinating role played by customs authorities. Goods are inspected and exam-
ined at checkpoints at present, but risk analysis and the organization of control need to be 
fine-tuned so that only high-risk goods are inspected and so that the inspection takes place 
only once and satisfies the needs of all types of state control. Currently, the inspection can 
be conducted several times, both by customs authorities and other representatives of state 
control such as the Federal Service for Veterinary and Phytosanitary Surveillance, the Fed-
eral Service for Surveillance on Consumer Rights Protection and Human Wellbeing, and 
the Border Service of the Federal Security Service of the Russian Federation.

2.  Information for the release of goods shall be submitted and analysed beforehand, prior 
to import. The data provided by the carrier (through the online account in the FCS-FTS 
system) and in the customs declaration provided by the importer, which shall also be sub-
mitted in advance, are to be analysed. Measures are to be taken simultaneously to respond 
to “atypical behaviour” and other risks of distortion of information about goods. Increased 
attention is to be paid to new senders, carriers, importers, and other persons involved in 
the supply chain for the first time.

Financial guarantees for the release of goods and the adequacy of said guarantees shall also 
be established at this time. Such guarantees ensure the importer’s obligation to enter the 
goods into record (if necessary, to submit a report with video of the goods when they are 
unloaded in the warehouse, or notify the customs or tax authority of the arrival of goods 
so that they can be unloaded under the control and supervision of these authorities, or per-
form other actions to ensure the accuracy of the declaration of goods). The general guaran-
tee is to cover the maximum possible amount of customs fees (or may be increased to the 
potential amount of fines) should the obligation fail to be met. For each specific shipment, 
the amount of the guarantee shall be decreased in the face of reasonable assumptions and 
calculations of the risks of a failure to make customs payments for a given period.

3.  The goods shall be released at the checkpoint under the general financial guarantees of the 
importer, the amount of which are to be calculated in advance, based on an analysis of the 
risks of a failure to make customs payments.

4.  Processing shall be completed after the goods have been recorded, the calculation has 
been verified, and payments made to the internal customs authority. Upon further im-
provement of customs administration and after carrying out the necessary organizational 
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arrangements, the above-mentioned operations may be performed by the tax authority at 
the importer’s place of registration instead of with customs.

The proposed target structure of customs administration business processes is logically 
co-ordinated to a certain extent (from the point of view of maximum use of preliminary in-
formation on imported goods, a partial orientation of control to the post-release stage, and 
an increase in efficiency through the use of electronic technologies) and intersects with the 
existing FCS approach for participants in foreign economic activity who belong to a group 
of low risk. Thus they are subject to minimal control in all areas except for monitoring of 
compliance with prohibitions and restrictions on the import of goods, and some of the proce-
dures are carried out following the release of goods. In the FCS’s current plans, however, the 
basic elements of the customs administration system are retained for companies with a low 
level of risk. For those in middle and high risk categories, control will not only be preserved 
but could even be increased, which would have an impact on the expenditure of time and 
money at the stage of product release.

The following problems in the established system should be noted:

• repeated submission of the same information about goods and vehicles moving across the 
border; the duplication on paper of information in electronic form;

• the release of goods following inspection of documents and information for the purpose 
of verifying the correctness of customs value and other information affecting the amount 
of customs fees;

• control (including fiscal) at the stage preceding the release of goods with a focus on a 
subject-oriented approach without support for control at the post-release stage;

• the analysis of imported goods with the help of RMS for a specific shipment and customs 
declaration with the use of risk profiles;

• the ability to apply financial guarantees to only one shipment;

• the gap between information submitted to the customs and tax authorities for fiscal 
purposes, and a lack of continuous (online) exchange of information between customs, 
tax, and other regulatory authorities.

The shortcomings listed in the target business process structure will be eliminated for all par-
ticipants of foreign economic activity (and not just for those considered low-risk) with the 
help of instruments described in this and the following section of this report. The primary 
differences between the proposed activities and the implemented plans can be seen in Table 2.  
The mechanisms employed by the FCS of Russia at the current stage have been implemented  
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primarily for participants of foreign economic activity with a low level of risk (increasing em-
phasis on post-release control, automation of customs administration processes, and increas-
ing mutual integration with tax authorities), while for other participants in foreign economic 
activity change has been slower and less noticeable. These measures can develop in parallel 
with the changes proposed in this report up to a certain stage and eventually form the basis 
for the introduction of a more systematic single mechanism of customs and tax administra-
tion.

Table 2. Key differences between the proposed changes and the existing plans for the 
development of customs authorities 

Approach proposed by CSR FCS (Ministry of Finance) Plans

Scope All participants in foreign economic 
activity

Categorization of participants in foreign 
economic activity according to level of 
risk.
Simplification of administration made 
for low-risk category - reduced level of 
control.
For medium and high-risk participants 
of foreign economic activity – control 
maintained or increased (along with 
expenditures in time and money) at the 
stage of goods release

Stages covering 
the control of 
goods

The proposed business administration 
process encompasses the movement of 
goods from checkpoint to circulation 
(end-to-end control)

Emphasis is on the declaration and 
customs clearance stage at the 
checkpoint or warehouse.
A shift has been declared in customs 
control emphasis to the stage following 
the release of goods for “green sector” 
participants in foreign economic activity, 
though there has been no sign of 
measures aimed at implementing post-
release control, including the training 
of personnel with new competencies, in 
FCS (Ministry of Finance) plans

One-time 
submission of 
information

For all control authorities at the pre-
import stage

For customs authorities

Fiscal control At the pre-import and post-release 
stages, control in the context of 
economic activity

At the stage of import (as a condition for 
the release of goods)

Integration with 
the Federal Tax 
Service

In continuous (uninterrupted) mode, or 
by combining databases and RMS

Information pertaining to the 
categorization of the tax risk of 
participants in foreign economic activity 
exchanged once per quarter 
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Risk Management 
System

On subjects involved in the process, on 
goods, the place of their production, 
the mode of delivery to Russia, and their 
introduction into circulation. Control in 
the context of economic activity, control 
by period (rather than by individual 
shipments)

By specific shipment and customs 
declaration; focus on a subject-oriented 
approach without support for control 
following the release of goods; cost risks

Financial 
guarantees

General (integrated) financial guarantees 
for a given period

For one shipment (in the form of a cash 
deposit)

Customs 
administration 
target indicators

The effectiveness of control and the level 
of the corresponding state and business 
expenditures based on an estimation 
of the ratio of turnover in legally and 
illegally imported goods in the domestic 
market; the assessment of tax gaps

The share of customs declarations filed 
by participants in foreign economic 
activity classified as low risk; the amount 
of customs fees collected

Source: compiled by the authors
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INSTRUMENTS FOR 
IMPLEMENTING CHANGE
Mechanisms (instruments) of implementation are a set of necessary and inter-
related measures in various areas needed to facilitate the implementation of the 
changes proposed. These include:

1. The development of information technology

• the provision of a single electronic signature to send electronic messages to 
any government service including customs and tax authority data banks, the 
Portal of State Services, etc.;

• the creation of a system for identifying the sender of messages in electronic 
form to obtain preliminary information from foreign carriers and other 
persons capable of providing information relevant to customs administration 
(ship owners, foreign shippers, etc.) but lacking an electronic signature;

• a transition to the greatest possible use of primary documents, including 
invoices and transport documents, if they are standardized and accord with 
business practices and international conventions; a rejection of requirements 
to meet formats established artificially solely for customs administration;

• the development and adoption of measures to recognize the legal significance 
of a foreign trade contract made up of electronic communications between 
the seller and the buyer, an offer and its acceptance (for the purpose of control, 
customs authorities and other regulatory authorities currently recognize a 
contract drawn up in writing in one document and signed by two parties);

• amendments to legislation regarding the assignment of legal responsibility 
for the veracity of electronically transmitted information to the person who 
confirms that it may be used for the purposes of customs administration, even 
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if it has been presented by another person. This will eliminate the need for different persons 
to submit information more than once at various stages of customs processing (carrier, 
terminal owner, importer, marine agent, etc.);

• ensuring automatic registration of documents and information submitted, including 
customs declarations, in the automated system of customs authorities;

• ceasing to duplicate electronic information on paper apart from in exceptional cases; 

• developing technologies to collect, process, and analyse big data for the purpose of creating 
an updated risk management system, accounting and other taxpayer (the payer of customs 
fees) commercial operation systems, and a system for tracing goods and transactions 
carried out therewith based on the use of information from a number of sources. The latter 
is understood to mean information recorded in commercial and transport documents 
and accompanying the economic activities of companies and information submitted to 
government agencies for control purposes, etc.;

• the creation of a unified information platform for state authorities controlling the cross-
border movement of goods capable of using electronic data received from foreign states.

As a result of the introduction of new instruments that allow for customs administration 
prior to the arrival of goods at the checkpoint, the following actions will be performed at the 
customs border:

1.  Primary control shall take place before the import of goods and vehicles. In particular, 
preliminary information provided by foreign authorities and information gathered as part 
of the risk management system shall be analysed. It is also being suggested that mandatory 
preliminary declarations in an amount sufficient to identify goods and importers and for 
the transfer of fiscal control of the accuracy of the calculation and payment of the customs 
fees to the stage following the release of goods be introduced. In the case of an integrated 
(financial) guarantee, its size will also be determined in advance, before the goods are im-
ported.

2.  The importer must see to the mandatory preliminary declaration of the goods in elec-
tronic form (through the online account in the FCS-FTS system), providing a basic set of 
information about the products imported by a specific importer7. This mechanism is to be 
applied along with the current mandatory preliminary information from the carrier about 
the forthcoming import of goods and vehicles.

7  A complete set of information necessary for conducting customs inspection of imported goods may be provided 
at the discretion of the importer upon preliminary declaration.
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The preliminary declaration and preliminary information form the basis for the initial risk 
assessment in the risk management system, helping to determine the expediency of verifying 
information and goods and the degree of the verification as well as the adequacy of finan-
cial guarantees for release of the goods (as well as facilitating the calculation of the possible 
amount of one-time – for a specific lot of imported products – financial guarantees).

The decision on whether to release goods shall be made on the basis of preliminary data. Prelim-
inary information can be supplemented at subsequent stages of the business process (through 
the online account in the FCS-FTS system) in order to provide more complete information to 
the customs authorities (for verifying the accuracy of fee calculation) and for other purposes of 
state control of the transboundary movement and the internal circulation of goods.

3.  In order to ensure the traceability of goods while documenting their import or the import 
of a vehicle, each lot shall be assigned a unique number and the relevant information trans-
ferred to the tax authority at the place of tax registration of the importer8.

2. Updating the risk management system

The purpose of the risk management system is to ensure that goods conform to the infor-
mation provided and recorded in declarations. To analyse risk, data is used on international 
production of goods; transport routes and entities (companies) involved in supply chains; 
countries of production, dispatch, and any intermediate stops; carrier, importer, forwarding 
agent, transport company; information on possible violations (risks) received from tax au-
thorities, special services and other state bodies, as well as foreign states.

The risk system must respond to “atypical behaviour” on the part of the carrier, importer, and 
other persons involved in the supply chain, as well as other indicators that are determined 
by professional analysts such as commodity experts and experts in the field of statistics, eco-
nomics, mathematics, etc., when configuring and adjusting the system.

The risk profile is formed by ranking indicators through an assessment of the degree of their 
danger (sensitivity) and the cost to the state to minimize them. Measures are taken if the danger 
is serious, that is, in cases when the system shows that violations involve evasion of customs pay-
ments of a significant amount, or when the violations are of a recurring, persistent nature. Risks 
are likewise cut off if their consequences to domestic producers of similar products are serious or 
have other negative consequences with a serious effect in terms of values protected by trade policy.

8 A unique lot number for the goods, assigned at the checkpoint, shall be indicated in all documents accompanying 
the product life cycle right up to its retail sale (tax invoice, bill of lading, invoice). When importing intermediate 
goods that are to be processed, used for the manufacture of new goods, or otherwise modified, traceability is 
ensured by the internal accounting system, which facilitates control of the quantity of used goods for release 
(sale) in a modified form. Upon their further circulation (sale), the same unique number is used (in the case of 
multiple goods – one of the numbers), regardless of the degree of processing.
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Depending on the level of risk and the status of the importer, inspection arrangements will 
be built on the following actions (see figure 2):

• in cases of risks that can be minimized by verifying the correctness of the calculation of 
customs fees at the location of the importer (that is, without the need to check the goods), 
and also in the case there is a financial guarantee, the release is carried out with the 
obligation to confirm the registration of goods and pay customs fees in a timely manner. 
In the absence of a financial guarantee, the goods are released following the provision of a 
one-time guarantee or the payment of customs fees;

• upon discovering the need for an examination/screening of goods, financial guarantees 
are insufficient for release. Depending on technical capabilities and the grounds for a 
check, video or photo-documentation, weighing, sampling for the purpose of further 
analysis, and other measures necessary to establish (confirm) the physical state of goods 
and (or) characteristics affecting the application of trade policy measures may be carried 
out at checkpoints.

Figure 2. The main changes in the organization of control

• Mandatory preliminary declaration
• RMS: verification of data provided

• Request for General Financial Guarantee
• RMS: verification of data provided

PROPOSED PROCEDURE

Processes related to arrival (carrier)

• Identification of goods and importers
• RMS: Verification of goods

• Release of goods
• Integrated (general) financial guarantees

• Absence or low level of risk 
according to RMS 

(no need for customs inspection)

• Zero financial guarantee

• Low or medium 
level of risk according 

to RMS

• Financial guarantee 
provided

High level of risk
according to RMS

• Entered in books
• Payment of customs fees

• Verification of calculation and payment

Goods released Inspection at checkpoint

Release denied, 
return, arrest, confiscation 

of goods
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To minimize risks, the most cost-effective measures for state authorities and businesses are 
chosen, including:

• financial guarantees (the amount determined in accordance with a risk assessment);

• importer transactions are verified following the release of goods and examined in the light 
of accounting data. This includes primary accounting documents as well as documents 
accompanying the sale of goods in internal circulation (tax invoices, bills of lading, 
permits from government agencies, if necessary);

• a risk-oriented approach to all participants of the supply chain and (or) use of imported 
goods in production (and not only to importers);

• the implementation of control measures by tax and other state authorities at subsequent 
stages of the movement of goods (sale, storage, use for production needs).

• To determine the effectiveness of control, methods for assessing the pervasiveness of false 
declarations must be developed with due regard to the volume of labour, material, and 
financial resources used along with the level of interference in the activities of citizens and 
organizations9.

3. Development and implementation of the system of general 
financial guarantees
The restructuring of the existing system of measures aimed at ensuring the payment of cus-
toms fees includes the implementation of the following approaches:

The importer provides the customs authority with a general guarantee covering obligations 
to pay customs fees for a given period (as opposed to a one-time shipment).

The amount of the financial guarantee is to be calculated in advance (before the import of 
goods) on the basis of contracts concluded by the importer (or plans for the procurement 
of foreign goods for a period beginning at one quarter) and the preliminary calculation of 
customs fees due as well as in accordance with the results of reduction or increase coeffi-
cients10, the size of which is dependent upon:

• the frequency with which the importer imports goods (revolving use of the guarantee);

9 The main areas of development and implementation of the system for assessing the performance and effectiveness 
of control and supervision activities, approved by Directive No. 934-r of the Government of the Russian Federation 
dated 17/05/2016.

10  If violations are detected, the applicable reduction or increase coefficients may be revised or, depending on the 
severity of the violation, the importer may be deprived of the right to apply an integrated (general) guarantee.
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• the classification of goods imported by the importer;

• the solvency, financial stability of the importer, assets belonging thereto (relative to the 
value of imported goods);

• importer compliance with customs and tax obligations;

• the admissibility of the importer’s accounting system for fiscal purposes.

If the importer meets the above criteria, including a satisfactory volume of assets (relative to 
the value of the imported goods), the reduction coefficients may reduce the amount of the 
financial guarantee to zero.

The financial guarantee ensures the fulfilment of the importer’s obligations to record the 
goods (with access from customs and tax authorities) and to provide the necessary infor-
mation to verify the correctness of the calculation of customs fees and their payment in a 
timely manner. Non-fulfilment of obligations results in the collection of the greatest possible 
amount of fees and administrative penalties. The risk of non-payment of potential debts is 
reduced by the reduction coefficients’ no longer being used following the detection of vio-
lations. The financial stability of the importer is also checked and a guarantee is provided 
for several deliveries in a given period, the amount of which usually exceeds the amount of 
customs fees to be paid for one delivery (even with a reduction coefficient).

If general (integrated) guarantees are not employed, the goods are released subject to full 
payment of customs fees or with the provision of financial guarantees for a single shipment 
(one-time guarantee). Its size is determined on the basis of the following:

• the maximum amount of customs fees based on the information available about the goods;

• fixed amounts of guarantees per unit of goods for high-risk goods;

• the amount of the collateral can increase to 300% of the maximum possible amount of 
customs payments for this commodity group (administrative fines for violating customs 
legislation can also be levied), for importers without a previous history or who have 
committed serious violations.

4. Requirements for accounting or the commodity accounting 
system for customs purposes
The following things will be necessary in order to include accounting data in the customs 
administration system for the purpose of ensuring that customs and tax authorities employ 
identical information:
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• inclusion of the verification of the accounting system of goods and transactions carried 
out therewith in the system of measures ensuring customs control;

• the establishment of minimum requirements for the accounting system (and if necessary, 
finalizing federal accounting standards) so that the resulting data can be used for customs 
administration and so that the traceability of commodity information is guaranteed from 
the moment of import right up to sale (consumption). In particular, in order to ensure 
the compatibility of data provided during customs processing with that used for tax 
control, goods must be recorded quantitatively. The format employed should be able, when 
necessary, to show the history of import and commodity declaration for a given period as 
well as subsequent use (including in modified form) in domestic circulation;

• amendments to legislation authorizing fiscal authorities to demand payment of a customs 
duty of the greatest possible amount for a given commodity group in the case that 
accounting data contradicts other information about the goods and transactions carried 
out therewith.

• As a result of the implementation of the measures listed above, customs processing 
will be finished after the importer has recorded the goods, confirmed the correctness 
of the calculation, and paid customs fees to the tax authority at the organization’s place 
of registration. That is, the traceability of goods from the time they are imported to the 
moment they are recorded is provided for by customs administration measures while 
customs authorities retain the ability to control goods directly at the checkpoint. This ability 
can be of particular relevance when identifying specific types of risk. In turn, inspection, 
examination, screening are all measures to minimize it. The financial guarantee (one-time 
or integrated) as a release condition ensures the importer’s obligation to enter the goods into 
record and confirm the correctness of the calculation of customs fees and their payment.

5. Cooperation between customs and tax authorities

This area of changes calls for the following measures:

• the consolidation of customs and tax authority information databases (or ensuring they 
are connected at all times) for information used by customs and tax authorities for fiscal 
control;

• the development of new methods of customs and tax control for the purpose of aligning 
control methods (including the shared use of approaches to control customs value and 
transfer pricing);

• transferring the collection of indirect taxes for imports and, after carrying out of all 
necessary organizational measures and so forth, including the introduction of changes 
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in customs and tax legislation, transferring the administrative functions of all customs 
payments to the tax authorities.

As a result, the control of imported goods and transactions therewith before retail sale or 
use in production passes to the tax authorities at the place of registration of the import 
company. Information from the FCS concerning goods imported into Russia is also sent 
there automatically.

In addition, the importer will be able to add to (change, clarify) information already 
submitted in the preliminary declaration online in the personal account of the automated 
FCS-FTS system. Data on imported and recorded goods will affect the amount of 
customs and tax fees to be paid (adjusted customs value, detailed Trade Import and 
Export Classification code, and quantity in specific units among other things). The 
calculation of customs and tax fees is to be made within a specified period following the 
release of goods or their being recorded (for example, 14 days) or will be assigned to a 
certain date of the calendar month (along the lines of the payment of indirect taxes in 
domestic circulation).

6. Non-fiscal control measures

The transition to integrated control at checkpoints will require clarification of the functions 
of other state control authorities in order to avoid repetitive action and gaps within which 
none of the supervisory bodies are able to respond to violations.

A systematic programme must be developed to change the functions and powers of government 
supervisory authorities at checkpoints in connection with the introduction of single window 
technology, risk-oriented approaches in the organization of control and supervision, and the 
redistribution of functions and powers between control authorities.

7. Changing approaches to assessing the effectiveness of 
customs authority activity (KPI)
The remaining shortcomings of the customs administration system result squarely from 
customs service target setting (as is the case for other fiscal bodies as well), which is aimed 
at collecting the maximum possible amount of customs fees in absolute terms to fulfil the 
principles laid out in state budget law. It is impossible to fully change the incentive system 
of customs authorities and redirect it towards cost indicators (for business and the state) 
and efficiency (the accuracy of declarations or collection of customs fees based on the actual 
or projected volume of trade) without changing approaches to budget planning, or without 
including mechanisms to create reserves in the event of shortfalls in customs fees and tax 
payments resulting from the external and internal economic situation, or without creating 
automatic fiscal stabilizers and other mechanisms.
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At the same time, taking into account the fundamental theoretical nature of the problem of 
creating a coordinated incentive system for customs authority target setting (the problem of 
the “principal–agent”) under conditions that make it difficult to observe “effort”, it is essential 
to develop and implement new methods that analyse the effectiveness of control and the 
corresponding costs to the state and business in order to build this system of motivation and 
assessment of the effectiveness of the changes. These methods should be based on assessments 
of tax gaps and the ratio of legal and illegal circulation (with violation of established rules) 
of imported goods in the domestic market as well as the speed at which control measures are 
carried out when goods are transported across the customs border and the cost thereof to 
participants in foreign economic activity and to the state.

8. Material and technical infrastructure

The relevant infrastructure, including customs and regulatory authority technical equipment, 
must be modernized in order to make possible a transition to single integrated control by 
customs and other state authorities (customs, sanitary-quarantine, veterinary, quarantine 
phytosanitary, and transportational) directly at checkpoints.

Before further introducing information technologies, new software must be developed, 
customs authorities must be equipped with modern computer hardware, and POS equipment 
data must be integrated into the system of goods traceability within internal circulation.

9. Training and retraining personnel

To introduce new methods and types of customs control and to carry out risk analysis and 
management, personnel with a knowledge of financial audit, economic analysis, statistics, 
mathematics, commodity science, economic geography, etc., will be required.

10. Legal measures

In so far as existing international treaties and acts of the Eurasian Economic Union in 
customs regulation further consolidate the existing registration and control practices, 
changes are also needed in EAEU legislation. The Customs Code of the EAEU provides 
for a significant number of reference rules to national legislation and empowers member 
states to independently regulate legal relations in the case of legal gaps (until they are revised 
within an act on the level of the union). A significant part of the proposed measures can be 
implemented on the basis of national legislation, provided it is clarified11.

11  Kazakhstan has unveiled a programme of changes in customs administration based on national legislation and 
similar principles. It includes, among other things, the development of preliminary information systems and 
risk management systems, a transition to the release of goods into circulation before the correctness of the 
calculation of customs payments has been verified, and the development of control following the release of goods 
into circulation, among other things.
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IMPLEMENTING CHANGE
The first stage is for the necessary organizational and technical changes in 
customs administration.  

1.  The development and implementation of a general financial guarantee system 
with reduction coefficients (all the way to zero).

2.  The introduction of new practices within existing programmes. These 
innovations are intended to facilitate the achievement of the following goals:

• to ensure the automatic (without the participation of an official) registration 
of declarations and other documents along with information submitted to 
customs authorities when performing customs operations;

• to eliminate the paper duplication of documents already in electronic form;

• to optimize the procedure for the release of goods not identified as requiring 
verification, conducted on the basis of electronic messages, without the 
need for contact between participants in foreign trade activity and customs 
authorities;

• to eliminate customs documents in hard copy for the tax authorities in 
order to receive a VAT rate of 0% upon the export of goods;

• to implement a single electronic signature for all government services.

3.  The development and testing of the integrated FCS-FTS risk management 
system and other monitoring services, including:
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• the establishment of continuous information exchange between customs and tax 
authorities for the integration of risk analysis and management systems (as of the 
beginning of 2018, information is exchanged once per quarter);

• the combination of customs and tax authority data on individuals (the register of 
participants in foreign economic activity - taxpayers).

4.  Carrying out of preparatory measures to improve the risk management system: establishing 
the monitoring and analysis of supply chains for import and export, starting from 
production and ending with sale (export). Thus, this measure provides for the identification 
of sources of information, the order of its collection, and the accumulation and analysis 
thereof, including organizational issues.

5.  The development and adjustment of risk profiles as part of the FCS-FTS integrated risk 
management system, including the designation of requirements for customs and tax 
authority information systems for the accumulation and processing of information and its 
use for control purposes.

6.  The development and introduction of new methods that assess the effectiveness of control 
and corresponding costs to the state and business. These works are to be carried out in 
connection with the priority project for reforming control and supervisory activity.

7.  The harmonization of methods for carrying out office and field inspections by customs 
and tax authorities in order to avoid the duplication of functions, the introduction of 
mechanisms for mutual recognition of control results, and the use of an integrated risk 
management system.

8.  The development of a procedure that would facilitate inspection of cargo (goods) in the 
form of examination (screening) at a seaport or other checkpoint in one place and at one 
time by all control authorities together.

9.  The designation of a list of information that must be submitted electronically for all state 
control bodies when goods and vehicles are imported to Russia and a common format for 
their presentation (using, where applicable, international formats).

10.  The aggregated analysis of the application of integrated control technology in the Free 
Port of Vladivostok and the introduction of positive experience to other seaports of the 
Russian Federation.

11.  The compilation of an exhaustive list of information necessary for fiscal control with an 
indication of the stage at which this information should be provided to the customs or tax 
authorities and by whom and how customs or tax authorities are to be provided access 
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thereto from taxpayers, with the obligation of recording this information in accounting 
documents.

12.  The development of a system for identifying a consignment of goods and its recipient 
(importer) through the assignment of a unique number. This will facilitate the collection 
of information received from the importer (declarer) in the preliminary declaration, 
meaning the possibility to make use of previously provided information and to 
supplement, modify, and clarify it.

13.  The development of minimum requirements for accounting systems for goods and 
operations therewith to ensure the traceability of goods.

14.  The development of ways to minimize the risks of customs fee evasion, taking into 
account the fact that end-to-end control is to be established, and it will be possible to 
identify violations in the calculation of customs fees and their payment following the 
release of goods.

15.  An estimation of the adequacy of the budgetary funds allocated for logistical support; if 
necessary, budget plans may be adjusted, and private investments attracted, where this 
is permissible (for example, plans for the development of infrastructure and transport 
complexes at checkpoints on the state border).

16.  The drafting of normative legal acts (including amendments to the normative acts of 
the EAEU), providing an appropriate legal basis for introducing changes to customs 
administration.

Thus, the first stage is for initiating actions and preparatory measures aimed at improving 
customs administration.

The second stage then sees the following actions:

1.  The introduction of a mandatory preliminary declaration by the importer (or the importer’s 
customs representative) in electronic form (through the online account in the FCS-FTS 
system) for the purpose of providing the mandatory information required about products 
imported by a given importer.

2.  The full implementation of the updated FCS-FTS risk management system.

3.  The introduction of end-to-end control technologies based on the FCS-FTS general 
information database and on the updated accounting system for the collection of customs 
payments. 
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4.  The implementation of pilot projects for the organization of post-control and the payment 
of customs fees. It would be advisable to begin with a limited number of goods, participants 
in foreign economic activity (with a good history), and checkpoints (with the necessary 
infrastructure for the separation of cargo flow and control means for inspecting cargo 
without opening transport units).

5.  The transfer of the exchange of all documents and information between customs authorities, 
declarants, and other interested persons to electronic form.

6.  The transition to organizing control in all seaports of Russia through single window 
technology.

7.  The harmonization of the prepared drafts of normative acts with EAEU member states 
and the adoption of these documents; the amendment of the tax legislation of the Russian 
Federation.

Thus, the second stage is focused on introducing and testing in pilot projects key elements 
necessary for improving customs administration, introducing software, and updating the 
legal framework. An initial separation of non-fiscal and fiscal functions (with the transfer of 
the latter from customs to tax authorities), which is set to be secured in the third stage, also 
takes place.

The third stage involves transferring the function of collecting all customs fees to the tax 
authorities. To this end, it is necessary to amend tax and customs legislation and carry out 
appropriate organizational and information technology measures, including:

• liquidating private temporary storage warehouses and eliminating “internal” customs 
transit;

• the greatest possible use of primary data about the organization received in electronic 
form (contract, made in the form of an exchange of electronic messages, invoice, 
transport documents, accounting documents, etc.) for fiscal control;

• the introduction of video documentation in place of the examination or screening of 
goods by customs employees or those of other state authorities.
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PRIMARY RESULTS 
EXPECTED FOR  
ECONOMIC AGENTS
As a whole, the proposed measures will improve the efficiency of export-import 
control and the collection of customs fees, while simplifying, speeding up, 
and reducing the cost of administrative procedures. Improvements will show 
themselves in a significant reduction in the time required to prepare documents 
and information and to submit them to customs and other government agencies 
and in a reduction in the cost of processing said documents and information 
and in storing goods. A reduction in the costs associated with idle vehicles not 
caused by commercial logistical needs is also expected. The consequence of 
increasing the efficiency of state control will be a reduction in the share of the 
grey sector in markets of imported goods, a reduction in the costs of fiscal and 
other types of control by the state, a growth in the collection of customs duties 
and taxes, and the reliability of foreign trade statistics.

The following indicators are proposed for evaluating the expected results:

• A reduction in the time needed to release goods. In some cases, it will be 
calculated in minutes, while at present it can take from four hours to 10 
working days (provided that the goods do not require thorough inspection, 
including screening). The ratio of such goods to the total volume of imports 
should be determined with an eye to the limited resources of customs 
authorities for inspections and the consequences of possible violations.

• • An increase in the transparency and legality of decisions made by customs 
authorities. The release of goods in the shortest possible time and end-
to-end monitoring for fiscal purposes reduce the risk of corruption and 
administrative pressure. At the same time, it becomes possible to control the 
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accuracy of the calculation of customs fees following the release of goods, thanks to an 
increase in information compared to the volume presented by the importer. This makes 
it possible to more thoroughly verify information and eliminate or minimize the risks of 
falsification.

• A reduction in administrative expenditures for businesses on customs and border 
formalities, including the cost of preparing documents and paying for the storage of 
goods and idle vehicles. The time needed to carry out export-import operations in OECD 
member countries can be used as a reference point.

• An increase in the collection of customs and tax fees. To establish a quantitative indicator, 
a methodology must be developed for assessing the effectiveness of control.

• A reduction in state spending on the organization of control by optimizing the functions of 
control (supervising) authorities. According to this criterion, federal budget expenditures 
for the maintenance of relevant state bodies, as well as personnel numbers, can serve 
as a target indicator. The latter parameter should be compared with similar indicators 
for OECD member states with the appropriate adjustments made for territory size, 
trade volume, the need to strengthen the material and technical base, including for the 
introduction of information technology, etc.

Key areas for improving customs administration planned by the FCS include further 
automation of declaration processes, a risk-oriented approach to the implementation of 
customs control according to the subject principle (with the use of data received from the 
Federal Tax Service of Russia once per quarter), and the development of control following the 
release of goods for low-risk participants in foreign economic activity. All the shortcomings 
of the basic mechanisms of customs administration remain, and control procedures are 
simplified only for those participants in foreign economic activity who fall into the FCS low-
risk category on the basis of subjective criteria.

In particular, a risk-oriented approach for participants in foreign economic activity (which 
globally corresponds to the best world practices) is planned for risk analysis and management. 
However, without a satisfactory accounting system of commercial transactions and without 
verifying accounting systems (a key and quite necessary factor of “trust” on the part of 
customs authorities in other countries) in combination with the discretion to establish and 
revise non-public criteria for the selection of “conscientious” individuals from the general 
mass of importers, this approach carries serious risks of diverging from the implementation 
of customs regulations and the payment of fees in fixed amounts. The lack of a continuous and 
uninterrupted process of information exchange between the FCS, FTS, and other regulatory 
authorities precludes tracking goods from import into the customs territory of Russia and 
further along the chain of economic activity. This serves to maintain the information gap 
between control authorities.
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Although the approach proposed for changing customs administration is more radical and is 
characterized by a higher complexity of implementation than the plans of the FCS, it is more 
systematic. The changes will make it possible to consider the entire scope of information 
concerning the supplier and the imported consignment during risk analysis and eliminate 
the three main shortcomings of the current customs processes for all participants of foreign 
economic activity and not only for a certain part. The shortcomings in question are as follows:

• first, repeated submission of the same information on goods and vehicles moving across 
the border and paper duplication of information already in electronic form;

• second, the retention of goods for the period of document and information control for the 
purpose of verifying the correctness of customs value and other information affecting the 
amount of fees to be paid;

• third, the information gap between the data submitted to the customs and tax authorities 
for fiscal purposes.
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POSSIBLE CONSEQUENCES
The proposed set of changes will have different consequences for different 
groups of people whose interests it affects.

For state authorities, the expected effect will include an increase in customs 
and tax fees collected while also requiring training of personnel and possibly 
even leading to a reduction in the overall number of personnel and altering the 
familiar control (verification) practices.

For production companies that use imported materials, raw materials and 
components, the proposed changes will reduce expenses by cutting costs on 
the implementation of border and customs formalities and on material and 
production stocks (Just-in-time delivery will reduce the time and volume 
of stocks of imported raw materials to a minimum, right up to its use in 
production immediately following unloading). However, the simplification and 
acceleration of customs formalities may require enterprises to invest in changes 
in the internal accounting system.

Numerous intermediaries involved in foreign trade operations, including the 
so-called technical companies involved in concluding fictitious transactions, 
could find themselves out of work. This is due to an objective increase in the 
cost of their services (the cost of financial guarantees and the organization and 
implementation of accounting systems) as well as the strengthening of control 
over their activities (the bank verifies solvency when issuing a guarantee).

The owners of temporary storage warehouses will be forced to alter their 
business due to the loss of monopoly rights on the storage of goods under 
customs control.

The changes will also affect the owners of container terminals, cargo terminals 
in seaports and airports, common areas of railway communication, and other 
places bearing the status of customs control zones and carrying out the storage 
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of cargoes before distribution to the recipient and performing the functions of the carrier’s 
agent. Businesses of this sort will receive less income from storing goods, though at the same 
time opportunities to increase freight turnover by increasing the speed of processing and the 
distribution of goods in transport complexes will increase.

For the importers themselves, the effect of the proposed changes in customs administration 
will be varied. On the one hand, expenses could grow as a result of the need to pay customs 
fees in full as well as due to changes in business processes (participation in measures of 
preliminary control and control following the release of goods) and subsequent additional 
costs for providing financial guarantees. On the other hand, the change in technology will 
lead to a reduction in such costs as:

• moving goods in accordance with customs transit procedure (the carrier bears additional 
costs for customs formalities, including the provision of financial guarantees);

• preliminary (before the release of goods) payment of customs fees, as a result of which 
current assets go to advances, cash deposits, and additional amounts of customs fees, 
which are then challenged in a judicial procedure;

• storing goods in transport terminals (seaports, airports, railway stations) and in temporary 
storage warehouses;

• repeated inspections of goods (especially relevant for seaport checkpoints).

It is assumed that the positive effects of reducing the fixed costs for customs administration 
will outweigh the negative. The latter are expressed in one-off expenses for the organization 
of the accounting system and the adjustment of business processes in accordance with new 
control practices as well as in the costs of obtaining bank guarantees or attracting guarantors 
for integrated financial guarantees.
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PRIMARY RISKS
Legislative risks. Customs regulation in accordance with the Treaty on the 
Eurasian Economic Union falls under the competence of the union and is 
universally applicable for the five EAEU member states. Legislative initiatives 
designed to implement these changes can be blocked or their implementation 
can be significantly hampered by the need to involve the state authorities of 
other EAEU member states (they must agree on draft normative and other acts 
of the Eurasian Economic Union).

Budgetary risks. The proposed changes in customs administration will require 
spending on infrastructure, primarily in order to introduce and develop 
information technology, to change the organizational structure of federal 
executive authorities, and to train personnel.

Opposition from business. It is highly probable that the owners of temporary 
storage warehouses as well as persons who carry out mediation in trade 
operations and derive income from avoiding payment of customs fees in the 
established amounts will be opposed to the proposed changes in customs 
administration. Accordingly, the preservation of current practices in customs 
administration would allow them to maintain their current income level.
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