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Abstract. Evaluation of the reliability of enterprises engaged in the foreign economic activity and simplifying of
Customs procedures have become a relevant issue in the context of globalization. The capabilities and preferences
of the “Authorized Economic Operator” status are the cause of a new challenge for managers of enterprises — creation
of an internal control system to ensure a systematic monitoring of the conditions of Customs compliance standards
of reliability and safety, which would allow identifying risks of loss of the “Authorized Economic Operator” status. The
purpose of the scientific paper is to improve the internal control system of an enterprise engaged in foreign economic
activity in the process of obtaining and saving the “Authorized Economic Operator” status in accordance with the
international Custom requirements for safety and reliability. Methodology. The research is based on the methods of
logical and analytical modelling of the impact assessment of individual factors on the value of the generalization
indicator. The results are tested on the internal accounting data of the existing machine-building enterprises. Results.
The paper shows the results of adapting the concept of COSO to the system of internal control of the foreign economic
activity of the enterprise in the process of obtaining or retaining the “Authorized Economic Operator” status. The
internal control system within the concept of COSO should ensure the achievement of the objectives — operations,
reporting, and compliance. The criteria for estimating the objective “compliance” for an enterprise engaged in foreign
economic activity can be an integral indicator of compliance. Value/originality. It is suggested to perform internal
control of an enterprise’s compliance with Customs requirements based on the analysis of deviations of the compliance
integral indicator. Practical implications. The result of control is to perform a steady in-crease in the integral index or
stable maintenance of the already achieved indicator that will allow a company to maintain the “Authorized Economic
Operator” status and perform foreign economic activities with simplified procedures. The indicators of total negative
deviations and relative potential of rating are proposed in the paper. Total negative deviations by factors determine
the degree of loss of quality characteristics of a company. The indicator of relative potential rating determines the
percentage increase in the rating. Results of deviations evaluation by the blocks of the integral index of compliance
will allow determining the certain aspect of a company activity, which did not meet Customs standards for the current
period, and a responsible person who did not take care about the fulfilment of requirements of Customs standards,
which introduces the risk of loss (non-receipt) of the “Authorized Economic Operator” status.
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1. Introduction

Intensification of international trade in the context
of globalization and the process of implementation of
international Custom standards in different countries
are stipulating the questions of internal control of
compliance with Customs requirements and grade the
reliability of companies engaged in international trade.

Corresponding author:

The most important issue for companies and Customs
authorities is the procedures of getting the “Authorized
Economic Operator” status. Receiving the status and
organization of effective internal control in companies-
participants of international trade can help them
simplify Customs procedures and facilitate the foreign
economic activity. The Customs external control of

'Department of Accounting, Audit, Analysis and Taxation, University of Customs and Finance.

E-mail: elvak2016@gmail.com

*Department of Accounting, Audit, Analysis and Taxation, University of Customs and Finance.

E-mail: fesenkovalery@i.ua

3 Department of Accounting, Audit, Analysis and Taxation, University of Customs and Finance.

E-mail: knishek.oksana@gmail.com

18



Vol. 3, No. 4, 2017

BaLTIiC JOURNAL OF ECONOMIC STUDIES

the reliability of such companies is important on the
one hand but the internal monitoring of compliance
with Customs requirements and evaluation of potential
losses inside the company are more important from the
point of view of the company management staff.

The question of simplification of Customs procedures
for companies was studied in the works of Ukrainian
researchers (Tereshchenko, 2010), (Vakulchyk, 2014),
(Dubitskiy, 2016). The research into internal control
procedures and the “Authorized Economic Operator”
status indicate that most scientists consider only the
problem itself and create the institute of “Authorized
Economic Operator” to simplify procedures for foreign
trade. The issue of the formation of the internal control
system of quality characteristics of a company and its
compliance with Customs requirements has not been
sufficiently investigated yet.

The scientific originality of this research is that
it proposes to improve the internal control over
enterprises in order to control their compliance with
customs requirements. The control and analysis
of compliance of an enterprise with the customs
requirements are proposed to be carried out on the basis
of analysis of deviations from the integrated compliance
indicator. The result of control is to perform a steady
increase in the integral index or stable maintenance of
the already achieved indicator that will allow a company
to maintain the “Authorized Economic Operator” status
and perform foreign economic activities with simplified
procedures. The indicators of total negative deviations
and relative potential of rating are proposed in the paper.

The purpose of the paper is to improve the internal
control system of an enterprise engaged in foreign
economic activity in the process of obtaining and
saving the “Authorized Economic Operator” status
in accordance with the international Customs
requirements for safety and reliability.

The research is based on the methods of logical
and analytical modelling of the impact assessment of
individual factors on the value of the generalization
indicator. The results are tested on the internal accounting
data of the existing machine-building enterprises.

2. Formation of the system of internal
control of the enterprise within the framework
of the COSO concept

At present in many countries, including Ukraine, there
are no legislative and regulatory requirements concerning
the organization of internal control within enterprises
with foreign economic activity. But the international
professional community recognized the appropriateness
and necessity of implementing an internal control
throughout organizations and considers an internal
control management system to be an indispensable
elementofanyorganization. Especiallytheserequirements
apply to public companies and companies that enter

international markets. There are several international
concepts of internal control within organizations, which
differ in the subjects of its implementation, components,
and targeting. The analysis of existing internal control
concepts in the international practice made it possible
to determine that each concept has its specific properties
depending on the aim of the control. For example,
COBIT (Control Objectives for Information and Related
Technologies) is oriented to management through
information technology and focuses on information
security and control. The concept of internal control SAC
(controland audit systems) is more focused on supporting
internal auditors as representatives of the owners of a
company. In addition to international standards of quality
control, audits, reviews and other related services, there
are assurance requirements for internal control systems of
organizations’ reporting audited by external auditors. All
existing concepts are developed for the use by different
persons (internal auditors, external auditors, I'T- workers,
etc.) and have alot in common. The concept, which could
be a basis for the internal control of the foreign economic
activity, is an international concept of internal control by
the Committee of Sponsoring Organizations COSO. The
latest edition of COSO was described in the document
“Integrated Foundation of Internal Controls” in 2013
(COS0,2013).

The advantage of this concept is focusing on any
activity and adaptability to any organization. The
internal control system within the COSO concept
should ensure the achievement of the objectives -
operations, reporting, compliance.

Under the COSO concept, an internal control
system is a process organized and implemented by the
leadership (top management of companies, the board
of directors) and other members of an organization in
order to provide reasonable assurance of achieving the
objectives of internal control (see above). This means
that the organization of internal control and its operation
is aimed at identifying and eliminating any risks of
economic activities that threaten the achievement of
those objectives. In our opinion, in this study, it would
be appropriate to adapt the COSO concept to the
system of internal control of foreign economic activity
within an enterprise. This solution will allow controlling
the effectiveness of internal control and ensure the
confidence of supervisory authorities according to the
internationally recognized requirements. The objectives
of the internal control under the COSO concept of
foreign economic activity are in Figure 1.

Under the COSO concept, the internal control
system consists of five elements: control environment,
risk assessment, control activities, information and
communication, monitoring activities.

To form a proper control environment within the
system of internal control of compliance, primarily it
is advisable to develop and approve an order of the
formation of general concepts (strategy), as well as
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Fig. 1. The objectives and criteria of internal control under the COSO concept for an enterprise engaged

in the foreign economic activity

Source: Elaborated by the authors

control centres responsible for achieving the objectives of
foreign trade activity with the adoption of major powers
and obligations, first of all, of managerial personnel.

In addition, the organizational structure of a company
management should provide centres of responsibility
(departments or officials) with a defined list of
responsibilities and commitments and targets of their
actions.

The environment control is also created to include the
main aspects that contribute to a maximum efficiency
control:

- an organizational aspect, which is the separation of
duties, where internal controllers form the authority
to control and have an access to relevant information
officers (responsible centres) and assets, as well as
the procedure of appointment of internal controllers,
the right to choose the procedures and schedule of
inspections;

- an economic aspect, which is to build a system of
motivation and prevent a participation of controllers in
collusion with officials;

- an ethical dimension, that is adherence to the principles
of integrity, objectivity, confidentiality and professional
competence in accordance with the Code of Ethics for
Professional Accountants.

In practice, the organization and control of foreign
trade within modern enterprises in Ukraine provide
separate centres of responsibility for achieving the
planned results or fulfilment of Customs requirements.
Building the organizational management structure
for the purposes of foreign economic activity should
be comprehensive and systematic as well as take into
account the following: a general strategy of economic
activity, long-term and operational goals of foreign
economic activity, performance criteria of foreign
economic activity, specific procedures and policies to
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achieve the objectives, responsibility centres with define
responsibilities and obligations as well as relationships
between the centres of responsibility.

In our opinion, the above-listed components of the
organizational management structure must be clearly
spelled out in the relevant orders, which determine the
appropriate mechanisms for implementing powers and
obligations, as well as stringent criteria for evaluating
results and motivation mechanisms.

Risk assessment activities within the system of
internal control are implemented by each thematic
unit separately and consist of procedures for
the identification, evaluation, analysis, and risk
management: violation of the law, uncertainty reporting
and accounting, loss of ability to pay and deteriorating
financial condition, violation of standards of reliability
and security, loss of competence. The implementation
of this element of the internal control of compliance is
ensured by the responsible centres liable for the internal
control system.

The element of internal control “Monitoring control
procedures” includes requirements to assess whether
effective procedures are involved and to what extent the
main objectives of internal control are achieved.

3. Development of a model for analysing
deviations from the integral index

We propose to use the control and analyse deviations
from the integral index for an organization to monitor
internal control procedures as a part of the internal
control of compliance requirements for enterprises.

The integral index of compliance was developed
and proposed in the studies of O. Vakulchik and
O. Knyshek (3):

INT= (5L, B)/4, (1)
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where INT - integral index of compliance; j -
thematic block for evaluation; B, - result of evaluation
of the j thematic block of an enterprise; d — number
of thematic blocks for the evaluation (there are S
thematic blocks: compliance with laws and regulations;
reporting and accounting; ability to pay and financial
status; compliance with safety and security standards;
competence and practical skills).

The results of the integral index evaluation allow
diagnosing the level of compliance of an enterprise with
the eligibility criteria for applicants to be considered an
“Authorized Economic Operator”. In case of negative
assessment results, there are questions of development
of management actions to achieve compliance with the
trade community safety requirements, in particular,
the development of effective monitoring of the
implementation of management decisions. Even in case of
positive results of the assessment, there is still a question
concerning an internal control to maintain the achieved
level of enterprise compliance with the standards of
reliability and security by all the necessary blocks.

Monitoring compliance with rating evaluation should
be aimed at determining the degree of deviation from the
requirements (degree of non-compliance with Customs
requirements), identification of responsibilities
(particular individual decision maker) and the
development and implementation of administrative
influence on the system of foreign economic activities
to address deficiencies of the system.

The result of control is to perform a steady increase
in the integral index or stable maintenance of the
already achieved indicator that will allow a company to
maintain the “Authorized Economic Operator” status
and perform foreign trade activities with simplified
procedures. The scheme of monitoring compliance with
internal control procedures of Customs requirements is
presented in Figure 2.

The key issue in the implementation of the monitoring
is to determine deviations from the integral index by

components (step 3) to identify factors of negative
influence and development management decisions to
eliminate deviations and ensure sustainable growth
value of the integral indicator.

The total deviation integral index can be described by
the formula:

AINT = AINT;, + AINT,, +
+AINT,, + AINT,, + A INT,,, (2)

where A INTa - total deviation from the integral
indicator for a reporting period (actual) different from
the planned (plan), A INT';, — deviation from the
integral index value due to the violation oflegislation in
the analysed period (positive or negative), A INT";, —
deviation from the integral index value due to the
failings of the reporting and accounting of goods and
vehicles (positive or negative), A INT';; — deviation
from the integral index value due to deterioration of
solvency and financial condition in the analysed period
(positive or negative), A INT;, - deviation from
the integral index value due to non-compliance with
safety and security (positive or negative), A IN T -
deviation from the integral index value by reducing the
level of professional qualifications and competence
(positive or negative).

Deviations from the integral indicator value in the
reporting period due to variations in the estimates for
the components of the integral index are calculated
using the formula:

A INTapj= (Bj a-Bjp)/S, (3)

where A INT'Bj — deviation from the integral index
value by reducing/increasing a component score for the
integral index, j - thematic unit integral index (including
S blocks), B - actual value of scoring j-th component of
the integral index, / - planned importance of scoring
the j-th component of the integral index.

The results of evaluation of deviations from the
integral index for companies are in Table 1. The
negative deviation from the integral index shows the

| Step 1. Determination of the minimum value INT |

J L

Step 2. The calculation of the current value INT |

J L

—>| Step 3. Identifying deviations from the current value of the minimum value INT |

S L
NEGATIVE DEVIATIONS
J L

I L
POSITIVE DEVIATIONS
J L

eliminating deviations

Step 4. Develop and implement control activities aimed at

Step 5. Control activities for preserving the
“Authorized Economic Operator” status

J L

J L

—| Step 6. Calculation of INT in the next period

Fig. 2. The monitoring scheme of Customs requirements for the compliance by INT index

Source: Elaborated by the authors
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risk of loss of the “Authorized Economic Operator”
status (if the company has already received such a
status) or reducing the likelihood of “Authorized
Economic Operator” status (if an enterprise expects
to receive such status). A positive deviation from
the integral index indicates the degree of increase of
compliance with Customs requirements. The detailed
analysis of variations can provide more relevant
information to manage and control parameters of
compliance standards.

Definition of deviations from the integral indicator by
components allows identifying centres of responsibility
and the reasons for non-compliance with Customs
diagnostics.

Evaluation results for the deviation units allow
determining the aspects of a company, which did
not meet Customs standards for the current period
and a responsible person who did not provide the
requirements of Customs standards. This is the risk
of loss (non-receipt) of the “Authorized Economic
Operator” status.

Total negative deviations by factors of influence
on INT determine the degree of loss of quality
characteristics of a company in the current period
compared with the basic one, which allows determining
INT value a company could reach by means of
maintaining quality characteristics at the achieved level.
The indicator of relative potential rating determines
the percentage increase in the rating of an enterprise’s
“Authorized Economic Operator” status subject to
elimination of negative factors and support of quality
characteristics at the achieved level.

For example, for PJSC “Dnipropetrovsk Railway
Switch Plant” INT?*', it was 2.558 points due to training

Vol. 3, No. 4, 2017

and professional competence of staff (unit S). But the
level of solvency decreased, which negatively affected the
overall integral index. If the management of this company
improves the ability to pay and its financial position, the
rating of the company will increase by 3.1% from the
already achieved level. A person who can influence the
level of solvency and ensure the improvement of the
performance is CFO (a financial manager).

In LC “Kompresormash” the integral index INT>""
increased by 0.386 and 2.22 points. The evaluation of
deviations shows that there were no negative impacts
on the integrated assessment indicator in 2015 and,
therefore, it continues applying sufficient management
procedures to support the achieved quality characteristics
of the company. Companies will be able to achieve an
increase in ranking the “Authorized Economic Operator”
status by taking additional measures aimed at increasing
the level of compliance by the rating units.

4. Conclusions

The monitoring of compliance with Customs
diagnostics should be aimed at determining the degree
of deviation from the requirements (degree of non-
compliance with Customs diagnostics), identification of
responsibilities (particular individual decision maker)
and development and implementation of administrative
influence on the system of foreign economic activities
to address deficiencies of the system.

The result of control is to perform a steady increase
in the integral index of Customs diagnostics or stable
maintenance of the already achieved indicator that
will allow the company to maintain the “Authorized
Economic Operator” status and perform a foreign

Table 1
The results of evaluation of deviations from the integral index for companies
PUBLIC JOINT- PUBLIC JOINT-STOCK
STOCK COMPANY LIMITED COMPANY COMPANY “POLTAVA
Indicators “DNIPROPETROVSKY “COMPRESSORMASH” TURBOMECHANICAL
STRILOTCHNY ZAVOD” PLANT”
2013 2014 2015 2013 2014 2015 2013 2014 2015
INT 236 | 2438 | 2,558 | 1,862 | 1,834 | 222 2,08 2,192 | 234
Deviations: 2014/2013 2015/2014 2014/2013 2015/2014 2014/2013 2015/2014
AINT,, -0,050 0 -0,050 0,100 -0,100 0,050
AINT,, 0,028 0 -0,058 0,086 -0,030 0,058
AINT, 0,020 -0,080 0 0 -0,080 0,160
AINT,, 0,120 0 0,080 0 0,120 0,080
AINT,, 0 0,200 0 0,200 0,200 -0,200
AINT 0,078 0,120 -0,028 0,386 0,110 0,148
%} negati've deviations'— risks of lo”sing the 0,070 10,080 0,108 0 0210 10,200
"Authorized Economic Operator” status
INT without negative deviations 2014 2015 2014 2015 2014 2015
2,508 2,638 1,942 2,220 2,402 2,540
Relative potential of rating 2,9% 3,1% 5,9% 0 9,6% 8,6%
The relative index of lost ranking 18,7% 14,7% 38,9% 26% 26,9% 22%

Source: Calculated by the authors based on the annual reports of enterprises

22




Vol. 3, No. 4, 2017

BaLTIiC JOURNAL OF ECONOMIC STUDIES

economic activity with simplified procedures.
Evaluation results for the deviation units will allow the
integral index to determine compliance aspect of the
company, which did not meet Customs standards for the

current period, and a responsible person who did not
provide the requirements of Customs standards, which
created the risk of loss (non-receipt) of the “Authorized
Economic Operator” status.
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Enena BAKYJIbYUK, Banepua ®ECEHKO, Okcana KHULLEK
BHYTPEHHWW KOHTPOJIb W AYAUT COOTBETCTBMA MPEANPUATUA TAMOMEHHbIM
TPEBOBAHWMA NPU OCYWECTBNEHW BHELLHESKOHOMWYECKOWM OEATENIBHOCTU

AHHoTauymA. OueHKa HaZeXHOCTU NPeanpuATUN, 3aHUMAIOLLMXCA BHELUHEIKOHOMUYECKOW [eATeNbHOCTbo
N HeobOXOAMMOCTb YMPOLUEHUA TaMOMEHHbIX MpoLUeayp ABAAIOTCA aKTyalbHON Npob6nemMoli B KOHTEKCTe
rno6anusaunn. BO3MOXHOCTU W NpPeuMyLLecTBa, KOTOpPble BO3HMKAKT MPU MOAyYeHUU NpPeanpuATUAMN
cTaTyca «YMOSIHOMOYEHHbI 3KOHOMMYECKMIN ornepaTop» 0OycnaBnMBaloT GOPMUPOBAHME HOBbLIX 3ajady AN
MeHe[KepOB NPeAnpuATUA - CO3aHNA CUCTEMbI BHYTPEHHEro KOHTPONA ANA CUCTEeMaTUYeCKOro MOHUTOPMHIa
cobniogeHna npeanpuATMEM TaMOMKEHHbIX HOPM MO HafeXHoCTM u 6e30macHoCTW. ITO MOo3BONAMIO Obl
BbIABNATL PUCKM MOTEpU CTaTyca «YMOSIHOMOYEHHbIA IKOHOMUYECKUI onepaTop». Llesnsto pabomel asnAetca
COBEPLUEHCTBOBAHNE CUCTEMbl BHYTPEHHEr0 KOHTPOMA NpeanpuATAA, 3aHUMAKOLEroca BHELWHEeIKOHOMNYECKOW
LEeATeNbHOCTbIO, B NpoLecce NoslyYeHna U COXpaHeHMA cTaTyca «YNONHOMOUYEHHbIV SKOHOMUYECKUI onepaTop»
B COOTBETCTBUM C MEXAYHAPOLHBIMU TaMOXEHHbIMM TPebGoBaHMAMM 6e30MacHOCT 1 HafieXHoCcTh. Memoouka.
WccnepoBaHre OCHOBaHO Ha MeTofax JIOrMYeCKoro M aHalMTUYEeCKOro MOAENUPOBAHNA OLEHKM BO3QENCTBMA
oTaenbHbIX GaKTOpPOB Ha 3HaueHue obobLatollero mnokasatens. PesynbraTbl anpoOVpoBaHbl Ha BHYTPEHHUX
YUYETHbIX JaHHbIX CYLIECTBYIOLWMX MALUMHOCTPOUTENIbHBIX NpeanpuAaTuin. Pesysesmamel. B ctaTbe npepctaBieHbl
pe3synbraThl agantauun KoHuenuumn COSO K cucTeme BHYTPEHHEro KOHTPONA MpeanpuAaTMA Npu COBEpPLUEHNN
BHELIHEIKOHOMMYECKON AeATeNIbHOCTbI0 B MpoLecce MofyYeHUs WU COXPaHeHMA cTaTyca «YMOMTHOMOUYEHHbI
3KOHOMUMYeCKUin onepaTtop». Cuctema BHYTPEHHEro KOHTPOonsA B pamkax koHuenumn COSO gomxHa obecneunsaTb
[OCTMXKEHME Lenert no OTpakeHuio onepauuii, GOPMUPOBaAHUIO OTUYETHOCTM U cobnofeHna TpeboBaHUN.
3HauyeHue/opuzuHaneHocme. lNpepnaraeTca OCYLeCTBAATb BHYTPEHHUI KOHTPONb COOTBETCTBUA MPeanpuaTuA
TPeboBaHUSIM TaMOXEHHbIX OPraHOB Ha OCHOBE aHaNMN3a OTKIIOHEHWU NHTErPasibHOro NMoKa3aTesisl COOTBETCTBUS.
lMpakmuueckoe 3HavyeHue. Pe3ynbTaToOM KOHTPONA ABAAETCA MOCTOAHHOE YBeNIYEHME WHTErpanbHOro MHAeKca
Unn cTabunbHoe Mopdep)kaHue y)ke AOCTUrHYTOro MoKasaTens, KOTOPbI MO3BONUT KOMMAHMM MOAAEPKUBATb
CTaTyC «YNOSIHOMOYEHHbIVI SKOHOMUYECKMNI ONepaTop» 1 OCYLLECTBNATb BHELUHEIKOHOMUYECKYIO AeATENbHOCTb C
MOMOLLbIO YMNpoLLeHHbIX npoueayp. CymmapHoe oTpurLaTeNibHOe OTKJIOHEHME Mo GpakTopam onpefenseT CTeneHb
NMoTepu KaueCTBEHHbIX XapaKTEPUCTUK KOMMaHWK. [oKa3aTesib peliTyHra OTHOCKTENIbHOIo NOTEHLMana onpegensaeTt
MPOLIEHTHOEe YBefIYeHne penTrHra npeanpuaTus. Pesynbtatbl OLEHKM OTKIOHEHU No 6I0KaM MHTErpanbHoOro
roka3saTesia COBMeCTMMOCTM MO3BOJIAT ONPeAenTb ONpefeneHHbIN acnekT AeATeNIbHOCTY KOMMaHUK, KOTOpbI He
COOTBETCTBOBAN CTaHAAPTaM Ha TeKyLWWi nepuog. A Takxe No3BONUT MAEHTMOULMPOBaTb OTBETCTBEHHOE NULIO,
KOoTOopoe He obecrneumnsio BbiNnonHeHne TpeboBaHNI TaAMOXEHHbIX CTaHAAPTOB, YTO NPUBEAET K PUCKY noTepwn (He
noslyyeHusn) ctatyca «YNosTHOMOYEHHbIN SKOHOMUYECKUIA OnepaTop».
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