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ABSTRACT

this article examines how the accuracy of customs tariff classification affects foreign trade
performance, using Uzbekistan as the main institutional case and drawing conceptually on the
uploaded diploma manuscript devoted to the same problem. It argues that classification accuracy
influences trade efficiency through four interrelated channels: the calculation of duties and taxes, the
application of non-tariff measures, the duration of customs clearance, and the predictability of
contractual and logistics decisions. The study concludes that digital customs, advance rulings,
structured product descriptions, and better integration of explanatory notes and laboratory expertise
can transform tariff classification from a compliance bottleneck into a driver of trade facilitation and
competitiveness.
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INTRODUCTION

In cross-border trade, tariff classification determines much more than the customs duty rate
attached to a particular shipment. The tariff code also shapes the scope of non-tariff controls,
documentary requirements, licensing obligations, risk selectivity, post-clearance exposure, and the
statistical representation of trade flows in official databases. From the perspective of firms,
classification is therefore a decision variable that affects landed cost, inventory timing, contractual
compliance, and price competitiveness. From the perspective of the state, it affects revenue integrity,
quality of trade statistics, and the operational precision of customs risk management. Once
classification is interpreted as an efficiency variable rather than a narrowly legal issue, its
macroeconomic and microeconomic relevance becomes immediately visible. This article starts from
that broader understanding and applies it to Uzbekistan’s rapidly expanding foreign trade
environment [1][3].

Uzbekistan offers a particularly useful setting for this discussion because foreign trade
turnover has grown quickly while customs modernization has accelerated at the same time. According
to official statistics, the country’s foreign trade turnover reached USD 62.6 billion in 2023, USD 67.2
billion in 2024, and USD 81.2 billion in 2025 [8][9][10]. In parallel, the national nomenclature was
aligned with the 2022 version of the commodity nomenclature, the legal framework on advance
classification rulings continued to operate under the Customs Code, and the ASYCUDA World
system was fully rolled out nationwide by October 2025 according to the World Bank implementation
record [5][6][11]. These developments make classification accuracy especially consequential,
because greater trade volumes and more digital procedures increase both the rewards of correct
coding and the costs of error propagation. A wrong code in a low-volume environment is a localized
problem; a wrong code in a high-volume digital environment becomes a systemic inefficiency. That
is why the article combines legal, institutional, and operational analysis rather than discussing tariff
nomenclature in isolation.

The objective of the study is to identify the principal mechanisms through which classification
accuracy affects foreign trade performance and to formulate policy recommendations that are realistic
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for Uzbekistan. The article relies on doctrinal analysis of WCO and WTO instruments, review of
Uzbek legal acts, and synthesis of open statistical and administrative data. The uploaded diploma
thesis was used as a conceptual baseline, especially for the historical development of the Harmonized
System, the role of General Rules for the Interpretation, and the operational stages of code
determination. The contribution of the article lies in reframing this doctrinal material in efficiency
terms and linking it to digital customs reform, transaction-cost economics, and trader predictability.
Such a reframing is useful for both academic analysis and administrative practice. It allows customs
classification to be discussed within the broader agenda of trade facilitation, competitiveness, and
institutional quality.

Tariff classification is the point at which the physical and functional characteristics of a good
are translated into a legal and fiscal identity. That identity is then used to determine the treatment of
the good at the border. If the identity is correct, the trader gains certainty over duties, taxes, licenses,
controls, and documentary expectations. If the identity is wrong or disputed, the entire import or
export operation becomes vulnerable to delay, re-documentation, expert examination, or post-
clearance reassessment. In economic terms, classification affects both the price of compliance and
the reliability of timing. Those two variables—cost and time—are central determinants of foreign
trade efficiency. As a result, tariff classification belongs at the core of any serious discussion of trade
facilitation.

The importance of classification becomes clearer when viewed through transaction-cost
economics. Firms do not only pay customs duties; they also bear search costs, information costs,
negotiation costs, waiting costs, storage costs, and dispute-management costs. A correct classification
decision lowers all of these by reducing ambiguity before the goods arrive at the border. Conversely,
a disputed code can trigger a cascade of indirect costs that exceed the nominal difference in duty
treatment. For high-turnover importers, one recurring misclassification can distort procurement
strategy, warehouse management, and pricing decisions across multiple consignments. Classification
accuracy therefore improves not merely legal compliance but also operational discipline. It turns
customs treatment into a predictable parameter of business planning rather than an uncontrollable
administrative variable.

This logic is consistent with the architecture of the Harmonized System. The WCO treats the
HS as the global basis for customs tariffs, trade statistics, and numerous regulatory applications [1][2].
The WTO Trade Facilitation Agreement, especially its provisions on advance rulings, reflects the
same concern for predictability and time-bound certainty in the treatment of imported goods [3]. Once
a classification system is applied consistently, customs administration becomes more transparent and
less costly for compliant traders. The effect is cumulative: firms invest more confidently, brokers
develop better internal controls, and customs administrations can calibrate risk profiles more
precisely. Thus, classification accuracy should be interpreted as an enabling condition for efficient
foreign trade rather than a narrow subtopic of tariff law.

The legal backbone of modern tariff classification is the International Convention on the
Harmonized Commodity Description and Coding System administered by the WCO. The HS
Nomenclature 2022 edition, effective from 1 January 2022, provides the heading structure, legal
notes, and coding framework on which national tariff schedules are built [1]. Although the
Explanatory Notes are not formally part of the Convention text, they are recognized worldwide as an
indispensable interpretative aid because they describe the scope of headings, key inclusions,
exclusions, and technical product characteristics [2]. In practice, no high-quality classification system
can function without sustained reference to both the legal notes and the explanatory materials. This
is particularly important for mixed goods, multifunctional products, kits, digital devices, and goods

76
https://sirpublishers.org/



https://sirpublishers.org/

JOURNAL OF LAW AND ECONOMICS

6 SIR Publishers ISSN(Online): 2984-8091
@ Volume-9, Issue-02, Published |07-05-2026 |

with overlapping possible headings. The uploaded diploma thesis correctly emphasizes that the
General Rules for the Interpretation are not optional methodological guidance but the very logic that
structures classification decisions.

Uzbekistan’s national framework reflects this international structure with a significant degree
of formal consistency. The Customs Code of the Republic of Uzbekistan contains specific provisions
on the national nomenclature, the legal materials to be used for classification, and the institution of
advance classification rulings [5]. A presidential act introduced the national nomenclature based on
the 2022 version from 1 January 2023, ensuring that the country’s tariff-statistical instrument
remained synchronized with the latest HS revision [6]. This matters economically because outdated
nomenclature generates interpretation gaps, classification disputes, and asymmetry between national
coding practice and global trade documentation. When national updating occurs on time, customs law
reduces informational friction for traders and lowers the risk of reclassification based on obsolete
structures. Timely legislative alignment is therefore part of trade competitiveness.

Advance rulings are especially important because they move the classification problem from
a reactive border stage to a preventive planning stage. WTO Article 3 requires members to issue
advance rulings in a reasonable, time-bound manner when all necessary information is provided [3].
Uzbek customs law likewise recognizes preliminary decisions on classification, sets procedural
requirements for the request, and establishes their binding character for customs authorities within
the legal timeframe [5]. Economically, this device reduces uncertainty before importation, which is
often more valuable than speed after arrival. It helps traders price contracts correctly, avoid storage
and demurrage costs, and lower the probability of conflict during clearance. For customs
administrations, advance rulings reduce repetitive disputes and improve consistency in the treatment
of similar goods. Their expansion should therefore be seen as a cost-reduction tool, not merely as a
service formality.

Uzbekistan’s recent trade trajectory illustrates why classification quality is becoming more
strategically important. Official statistics show that foreign trade turnover grew from USD 62.6
billion in 2023 to USD 67.2 billion in 2024 and then to USD 81.2 billion in 2025 [8][9][10]. Export
values rose from USD 24.4 billion in 2023 to USD 27.3 billion in 2024 and USD 33.8 billion in 2025,
while imports increased from USD 38.1 billion to USD 40.0 billion and then USD 47.4 billion
respectively [8][9][10]. These figures indicate not only higher trade volumes but also a probable
increase in product complexity, especially in machinery, intermediate inputs, chemicals, consumer
goods, and technologically differentiated items. In such an environment, a classification system based
on partial descriptions or inconsistent interpretative habits becomes progressively more expensive.
Trade expansion thus magnifies the economic value of classification discipline.

At the same time, customs modernization has advanced from procedural simplification to full
digital infrastructure. The World Bank implementation report notes that ASYCUDA World had been
fully deployed nationwide by 1 October 2025, replacing the previous system [11]. UNCTAD’s 2025
ASYCUDA report emphasizes that digital customs solutions reduce clearance time, strengthen
regulatory coherence, and improve transparency when supported by structured data and inter-agency
coordination [12]. Uzbekistan’s Single Window platform also reflects this shift toward electronic,
integrated border procedures [13]. For classification, digitalization offers major opportunities:
structured product data can be reused, previous rulings can be searched, documentary inconsistencies
can be flagged automatically, and risk profiles can be linked to specific goods descriptions. Yet digital
systems only work well when traders submit high-quality technical descriptions and customs
maintains standardized classification knowledge. Without those conditions, automation may
accelerate errors rather than eliminate them.
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This relationship between classification and digital customs is often underestimated. Many
reform programs focus on electronic submission, risk channels, and system deployment but pay
insufficient attention to the semantic quality of commodity descriptions. In reality, classification
accuracy depends on whether digital declarations capture the product’s material composition,
function, state of presentation, assembly status, packaging, and specific technical parameters. These
are the same elements highlighted in the uploaded diploma manuscript as decisive in the staged
determination of the TN VED code. A modern customs environment therefore requires not only faster
systems but better data architecture. Classification accuracy becomes a data-governance problem as
much as a legal-interpretation problem. This insight is central for any next phase of customs
modernization in Uzbekistan.

Table 1. Uzbekistan’s trade growth and customs modernization context relevant to tariff
classification

Implication for
classification accuracy
More declarations and more
62.6 67.2 81.2 product diversity increase
the cost of coding errors
Exporters need predictable
Exports, USD bn 24.4 27.3 33.8 classification for pricing and
delivery schedules
Import growth amplifies
exposure to disputes,

Indicator 2023 2024 2025

Foreign trade
turnover, USD bn

Imports, USD bn 38.1 40.0 47.4 .
reassessments, and non-tariff
controls
Import-heavy flows make
Trade bals:ce, usb -13.8 -12.7 -13.5 landed-cost accuracy
especially important
National Reduces divergence between
nomenclature based | in force in force in force global and national tariff
on HS 2022 language

Advance rulings Supports ex ante legal

operational operational operational

framework certainty for traders
. . Improves document
Single Window . . P -
latform active expanded use active coordination and data
P consistency
roll-out nationwide Makes structured product
ASYCUDA World implementation data and repeatability more
phase deployment

valuable

Table 1 shows that trade expansion and digitalization reinforce one another in making
classification quality more consequential. Larger trade volumes increase the number of decisions that
must be made correctly, while digital systems increase the speed at which decisions and descriptions
circulate through the administrative chain. If classification quality is high, this combination generates
strong productivity gains. If quality is weak, the same combination spreads mistakes quickly and at
scale. That is why classification governance deserves to be treated as a strategic component of
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customs digitalization rather than as a purely specialist back-office issue. The efficiency of foreign
trade increasingly depends on that connection.

Another implication concerns the asymmetry between compliant and non-compliant traders.
In a more digital environment, firms that invest in accurate product master data, stable technical
description templates, and advance rulings gain a disproportionate advantage. They clear faster,
predict costs better, and face fewer corrective interventions. Firms that rely on generic or copied
descriptions expose themselves to greater disruption. This creates a policy rationale for customs
authorities to reward better classification behavior through facilitation, guidance, and data-driven
advisory services. In effect, classification becomes a lever for improving overall compliance culture.
That is a stronger and more durable outcome than merely increasing ex post sanctions.

The first operational channel is financial distortion. A wrong classification can produce
underpayment or overpayment of duties and taxes, alter eligibility for preferences, and trigger
retrospective liabilities after clearance. Overpayment weakens competitiveness immediately because
the imported input or final product enters the market with an inflated cost base. Underpayment may
appear advantageous in the short run, but it exposes the trader to reassessment, penalties, and
reputational damage. In both cases, the firm’s pricing model becomes unstable. This instability affects
procurement, hedging, inventory decisions, and even bank financing because customs liabilities are
part of working-capital planning. Classification accuracy therefore protects not just revenue
collection but the internal financial coherence of trade operations.

The second channel is time loss. When customs officers question a declared code, the
shipment may be delayed for document review, sample testing, internal consultation, or formal
reclassification. Time matters economically because demurrage, storage, missed sales windows, and
production interruptions all carry measurable cost. For perishable, seasonal, or tightly scheduled
goods, the value loss from delay may exceed the duty difference that caused the dispute in the first
place. That is why classification disputes are often much more expensive than they appear on paper.
In supply-chain terms, they add variance to lead time and reduce schedule reliability. Trade efficiency
deteriorates even when the final duty outcome is eventually correct.

The third channel concerns regulatory spillovers. A tariff code often determines whether the
shipment is subject to licensing, conformity assessment, sanitary or phytosanitary checks, excise
treatment, labeling requirements, or quantitative restrictions. Misclassification therefore has the
capacity to move a consignment into the wrong regulatory universe. This can invalidate the submitted
documents and force complete rework of the compliance package. For public authorities, such errors
also contaminate trade statistics and weaken sector-specific policy analysis. Since trade policy relies
on product-level evidence, persistent coding distortions can lead to incorrect policy calibration. Thus,
classification quality affects both firm-level execution and state-level economic governance.

The fourth channel is organizational learning. Repeated classification errors often reveal
deeper weaknesses in product data governance, broker practices, or customs methodology. If these
weaknesses are not corrected, mistakes become institutionalized through copy-paste declarations,
inherited templates, or inconsistent local practice. Over time, the system loses its ability to learn from
previous decisions. By contrast, a well-managed classification environment accumulates useful
knowledge through published rulings, searchable case libraries, laboratory reports, and structured
technical descriptors. Efficiency then improves cumulatively rather than episodically. This is why
classification should be managed as a knowledge system rather than only as a case-by-case control
task.
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Table 2. Main channels through which tariff classification affects foreign trade performance

Process stage

Classification issue

Direct operational effect

Observed efficiency
outcome

Contracting and
pricing

Uncertain or disputed
tariff code

Inaccurate calculation of
duties and compliance
costs

Weaker pricing
precision and higher
commercial risk

Document
preparation

Poor product
description

Extra requests for
clarification and
document correction

Higher administrative
cost per shipment

permits or controls

. . Inspection, Longer clearance
Declaration and Code-description e . .
. reclassification, or route time and lower
release mismatch . L
escalation predictability
Wrong headin i . Interrupted
Regulatory . g g Invalid compliance P
linked to wrong movement and
treatment package at the border

repeated submissions

Post-clearance

Underpayment or
overpayment caused

Reassessment, penalties,

Financial volatility

findings

regions

stage or locked working capital | and legal exposure
g by wrong code g cap g P
. Systematic . - Lower policy qualit
Analytics and : Y .. Distorted statistics and POTICY q_ y
olic miscoding in trade weaker taraeting of risk and less precise
poticy data geting customs control
- No reuse of prior Same disputes recur Persistent
Institutional . i e
learning rulings or expert across shipments and inefficiency and

inconsistency

Table 2 makes clear that classification errors are not isolated administrative events. They
travel across the commercial, procedural, and statistical dimensions of a trade operation. This breadth
explains why improving classification often yields benefits disproportionate to the apparent
narrowness of the reform. Even a modest reduction in error frequency can lower total compliance
costs by reducing document churn, inspection intensity, and post-clearance litigation. The resulting
gains matter especially for small and medium-sized firms that operate with tighter liquidity
constraints and less legal capacity. For them, classification certainty may be the difference between
entering foreign trade and avoiding it.

The table also suggests that trade facilitation should not be interpreted as a relaxation of
control. On the contrary, better classification strengthens control because it improves the fit between
the actual product and the legal treatment it receives. Customs can target real risk more effectively
when the code is reliable. Traders benefit because compliant behavior is processed more quickly and
with fewer unpredictable interventions. In this sense, classification accuracy reconciles two objectives
that are too often treated as competing: enforcement and facilitation. That reconciliation is the core
policy value of better tariff-classification systems.

The first priority is to strengthen advance-ruling practice as a genuine pre-border certainty
mechanism. This requires not only legal availability but also wider trader uptake, clearer application
templates, better explanation of required technical data, and publication of anonymized precedent
summaries. A trader should be able to understand, before shipment, what product characteristics are
decisive for classification and how the ruling logic is constructed. Such transparency lowers the need
for repeated disputes and improves voluntary compliance. It also helps brokers and firms build
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internal product-classification databases. In a growing trade economy, advance rulings are an
efficiency asset, not merely a legal option.

The second priority is to integrate classification intelligence into digital customs. ASYCUDA
and Single Window infrastructure should be complemented by structured commodity-description
libraries, searchable prior decisions, links to laboratory opinions, and rule-based prompts for risky
product categories. Customs officers should not have to solve identical classification problems
repeatedly in isolation. Digital systems can support consistency if they are fed with curated
knowledge rather than only raw declaration data. This is where modern customs digitalization and
classification governance should converge. The result would be faster decision-making with lower
inconsistency across regions and officers.

The third priority is targeted capacity-building. Complex classification disputes often involve
composite goods, multifunctional equipment, chemicals, kits, or highly technical components.
Resolving such cases requires customs knowledge, but also product knowledge. Uzbekistan should
therefore deepen joint training involving customs officers, laboratories, sectoral regulators, and
private-sector declarants. Training should be case-based and linked to the most recurrent or
economically significant disputed headings. In institutional terms, knowledge investment in
classification is likely to have a high administrative rate of return. It reduces both procedural friction
and the hidden cost of inconsistent practice.

The fourth priority is to treat classification quality as a measurable performance variable.
Customs administrations typically monitor release times, inspection rates, and revenue collection, but
they should also monitor repeat disputes by heading, frequency of post-release reclassification,
average time lost in classification-related interventions, and trader demand for advance rulings. Such
metrics would make classification visible in management dashboards and reform planning. Once
measured, it becomes easier to target problem areas and evaluate the effects of digital, legal, or
training interventions. This would align classification policy with evidence-based customs
management. It would also make reform outcomes more legible to the private sector.

CONCLUSION

The article has shown that tariff classification accuracy affects foreign trade performance
through cost, time, regulatory coherence, and institutional learning. In the case of Uzbekistan, these
effects are magnified by fast trade growth and ongoing customs digitalization. Classification therefore
should not be viewed as a marginal technical function, but as an important determinant of trade
competitiveness, administrative consistency, and policy quality. A country that improves
classification quality improves much more than tariff coding; it improves the predictability and
resilience of its trade regime. This is the main conceptual conclusion of the study.

For practical policy, the most promising agenda combines four elements: stronger advance
rulings, better structured digital product data, closer integration of expert and laboratory support, and
performance measurement focused specifically on classification-related outcomes. Together, these
measures can reduce transaction costs for traders while also improving the state’s ability to apply
tariffs and non-tariff measures correctly. In that sense, tariff classification reform is one of the rare
areas where compliance, facilitation, and competitiveness can advance simultaneously. Uzbekistan’s
current modernization trajectory makes such reform both feasible and economically justified.
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