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Abstract 

Waste becomes a renewable resource, and its low transaction value raises doubts about the calculation of import duties. 

Inadequately regulated international trade of waste does not correspond to the circular economy concept. The present research 

aims to present a theoretical model of customs valuation of waste in the context of the circular economy.  In the present 

research were applied scientific literature analysis, comparison, synthesis, deduction methods, and prepared theoretical model. 

In the theoretical model of customs valuation of waste, two alternatives for determining the customs value were proposed, 

taking into account the selected waste management policy of the country. 
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Introduction 

 

In the context of today's world, waste is not 

just waste, it becomes a resource that can be 

regenerated into products with high added value. 

Waste export is only the last step in the hierarchy 

of waste management, unfortunately, the 

international trade of waste is constantly 

growing. A business importing waste must pay 

various customs duties, where the customs 

duties amount depends on the customs value of 

the waste. The methods of customs valuation of 

goods were adopted in the General Agreement 

on Tariffs and Trade (GATT) in 1948 and 

absorbed into the World Trade Organization 

(WTO) in 1995. To this day we use the methods 

of customs valuation regulated by GATT, where 

the transaction value method is mostly used. 

There is a lack of scientific discussions on 

whether these customs valuation methods are 

appropriate and whether they need to be updated. 

 

 

 

Given that waste is material or goods the 

owner wants to eliminate, it is valued at zero or 

extremely low value. In practice, the problem is 

that the customs value of waste based on the 

transaction method is low, which leads that the 

customs duties paid are small, and this increases 

the import quantity of waste into the country. 

Researchers (Du et al., 2023; Weghmann, 2023) 

note that contaminated waste often enters 

countries, the level of waste pollution reduces 

the possibilities of recycling, and this waste 

remains in the importer's country's landfill. Too 

low customs duties for the import of waste can 

harm the environment and human health if the 

imported waste is not processed and ends up in 

landfills. However, researchers (Du et al., 2023; 

Callao et al., 2021) also note the positive aspects 

of waste imports that countries use waste 

recycling and incineration capacities, create 
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more jobs places, and increase local economic 

growth. 

Deeper scientific discussions on the 

international trade of waste considering the 

circular economy concept are still lacking. It is 

not clear whether, in the context of a circular 

economy, waste should be recovered to 

resources in the local economy or exported to 

other countries. It does not clear how the import 

of waste into the country should be evaluated in 

the context of the circular economy. A scientific 

problem is raised – how should the customs 

value of waste be determined that waste 

management would be based on the concept of 

circular economy? The present research aims to 

present a theoretical model of customs valuation 

of waste in the context of the circular economy. 

The object of the research is the customs 

valuation of waste in the context of the circular 

economy. 

To achieve the aim, the following research 

objectives were set: 

1. To perform a comparative analysis of 

the methods used for the customs valuation of 

goods. 

2. Discuss the concept of waste and its 

significance for the circular economy. 

3. To prepare a theoretical model of 

customs valuation of waste in the context of the 

circular economy. 

The results of the present research are 

important from a scientific and practical point of 

view, as they will allow discussions on 

determining waste's value in the context of 

international trade. It will indicate the direction 

for further scientific discussions on how to 

regulate the international trade of waste from 

one country to another country ensuring the 

recovery of waste into high-value-added 

resources according to the principles of the 

circular economy. 

 

 

 

 

Research methods 
 

The methods of customs valuation of 

goods, the relationship between international 

trade terms (INCOTERMS) and customs value 

of goods, the concept of waste, and the place of 

waste export in the context of the circular 

economy were identified after applying the 

analysis of scientific literature, its comparison, 

and synthesis. Using the deduction method 

provided insights into the impact of the amount 

of the customs value of goods on the 

government's revenue and business decisions 

regarding import volumes. Based on the above 

suggested a theoretical model of customs 

valuation of waste in the context of a circular 

economy based on a selected waste management 

policy. 

 

Analysis of methods of customs 

valuation of goods 
 

Customs valuation of goods is significant 

for the country's international trade and is related 

to government revenue collection. Lack of 

understanding of the determination of customs 

valuation of goods and the procedures that 

complement it is identified as the main factor 

reducing the effectiveness of customs 

authorities, creating barriers to international 

trade, and endangering revenue collection 

(Goorman, Wulf, 2005). The main document 

defining the requirements for the customs 

valuation of goods, which many countries follow 

today, is the GATT, which WTO recognized as a 

law in 1994 (Juárez Allende, 2022). 

The GATT defines how and what methods 

of customs valuation of goods can be applied in 

international trade. Methods of customs 

valuation of goods are applied to determine the 

customs value of imported goods, which is used 

as a basis for calculating import duties (Wahyudi 

& Efendi, 2019). Table 1 explains the methods 

of customs valuation of goods and their 

application. 
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Table 1. Methods of customs valuation of goods 
 

Methods of customs valuation Application of the method of customs valuation 

(1) Transaction Value Method The customs valuation of goods is based on the actual price of the goods being valued, 

which is usually presented in the invoice. When there is no transaction value or it is not 

acceptable because the price has been distorted due to certain conditions, other methods 

of customs valuation of goods are used. 

(2) Transaction Value of 

Identical Goods Method 

When the goods are identical in all respects (physical characteristics, quality, 

reputation), produced in the same country, and by the same manufacturer as the goods 

being valued (at the same commercial conditions and substantially the same quantity), 

then the transaction value is calculated in the same way as for identical goods. This 

method can be used when the goods are exported to the same country and at or around 

the same time. 

(3) Transaction Value of Similar 

Goods Method 

When the goods are similar (in terms of ingredients, and features), and can perform the 

same functions, produced in the same country, then the transaction value is calculated 

the same as similar goods. This method can be used when the goods are exported to the 

same country and at or around the same time. 

(4) Deductive Value Method An alternative method where the customs valuation of goods cannot be carried out 

using transaction value methods. The value is determined by the price of the goods at 

which the imported goods (identical or similar) are sold to an unrelated buyer in the 

highest aggregate quantity, less profit, certain costs, and expenses incurred after 

importation. This method can be used when the buyer and seller are not related parties 

and the goods are exported to the same country and at or around the same time, but not 

more than 90 days apart. 

(5) Computed Value Method Customs valuation of goods is carried out according to the production costs of the goods 

being valued, plus the sums of profit and general costs. This method is the most 

complicated and rarely used. 

(6) Fallback Method If the customs valuation of the goods cannot be carried out by the methods discussed 

above, then the customs value of the goods shall be determined using reasonable means 

following the GATT (Article VII). 

*Source: compiled by authors based on Juárez Allende (2022), Goorman & Wulf (2005). 

 

The transaction value method (1) 

presented in Table 1 is the most used in practice, 

it is applied to more than 90 per cent of the 

world's trade transactions, which ensures 

uniformity and transparency for business (Juárez 

Allende, 2022). The transaction value method 

cannot be applied if the buyer and seller are 

related parties or there are restrictions on the 

disposal of the goods, and this has affected the 

price of the imported goods or there are other 

circumstances that have affected the value of the 

goods (Clarete, 2004). In cases where the first 

method (1) cannot be applied due to the 

aforementioned reasons, other methods (4-6) are 

applied (see Table 1). 

The disadvantage of transaction value 

methods is that invoices may indicate less than 

the actual transaction price, which affects the 

calculation of lower taxes due to the possible 

decrease in government budget revenues 

(Wahyudi, Efendi, 2019). The transaction value 

also includes other costs that are not included in 

the price, so the value indicated in the invoice 

may be adjusted by the necessary costs that were 

necessary during the production, export, or 

import of the goods – commissions, brokerage 

fees, container costs, packaging costs, 

transportation costs to /from the port, loading or 

unloading costs, etc. (Goorman & Wulf, 2005; 

Clarete, 2004). 

The fallback method (6) shown in Table 1 

is rarely applied, but if it has been applied, the 

customs authority must follow a clear process 

for calculating the customs value of the goods 

and must disclose it (Goorman & Wulf, 2005). 
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Need to take into account that 

INCOTERMS applied for the transaction of goods 

international trade between the parties to the 

transaction may be significant for the customs 

valuation and customs value determination of the 

goods (Wahyudi & Efendi, 2019). Different 

countries of the world have different practices 

regarding the application of the value of goods 

determined under INCOTERMS as the customs 

value (Table 2). 

 

Table 2. INCOTERMS and customs valuation 
 

Country Application of INCOTERMS for customs valuation of goods Source 

Israel The customs value of the goods is determined according to the term CIF of 

INCOTERMS, i.e., transportation and insurance costs are added to the value of the 

goods. 

Wagner (2021) 

South Korea According to the Europe Union and South Korea free trade agreement, the customs 

value of the goods corresponds to the CIF value of the goods determined under 

INCOTERMS. 

Chung & Han 

(2019) 

Indonesia The customs value of the goods is determined according to terms FOB, CFR, or CIF 

of INCOTERMS, but this value may be adjusted due to additional costs and discounts. 

Nugroho 

(2015) 

United States 

of America 

The terms FOB and CIF of INCOTERMS are used to facilitate the determination of 

the customs value of the goods, but not as the final customs value of the goods. 

Japan Term CIF of INCOTERMS is not considered a customs value but is used to facilitate 

the calculation of the customs value by adding other necessary elements. 

Explanations: CIF – cost, insurance, and freight; CFR – cost and freight; FOB - freight on board. 

*Source: compiled by authors. 

 

As presented in Table 2, under specific 

terms of INCOTERMS, the value of the goods 

may correspond to the customs value of the 

goods or facilitate the valuation of the customs 

value of the goods. 

Although the processes and applicable 

methods for the customs valuation of goods are 

clear, practitioners and researchers have various 

problematic questions regarding the 

determination of the customs value of goods. 

According to Wagner (2021), the ongoing 

COVID-19 crisis has caused problems for 

supply chains (difficulties in ports, lack of ships 

and containers), and transportation costs have 

increased from 10 to 100 per cent, but there is 

currently no legal solution to exempt importers 

from extremely high customs duties due to 

unreasonably increased transportation prices. 

Taking into account that according to the 

transaction value method, the price of goods is 

adjusted by transport costs, the customs value of 

the goods will be high if the transport costs 

increase significantly. The higher customs value 

of goods means higher customs duties. 

Considering the object of the present 

research, the researchers emphasize the price of 

imported goods, especially in the case of 

international trade of waste, the price may be low 

or even zero (Mazzanti & Zobolo, 2013, cited in 

Kellenberg, 2015). The amount of transportation 

costs will determine the business decision on 

whether the waste will be imported to another 

country (Mazzanti & Zobolo, 2013, cit. 

Kellenberg, 2015). In the case of the 

international trade of goods or waste, the price, 

and transport costs play a key role. 
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Summarizing the analyzed literature, the impact of customs valuation of goods on government 

revenues and business decisions is presented in Fig. 1. 

Fig. 1. The impact of the customs value of goods on government revenues and business 

decisions 
*Source: compiled by authors. 

 

As presented in Fig. 1, the customs value 

of goods depends on the price of the goods, as 

well as transportation and insurance costs, which 

determine the amount of the customs value of the 

goods. Various researchers emphasize the 

importance of goods price and transportation 

costs more than insurance costs. Business 

decisions regarding import volumes will depend 

on the determined customs value of the goods, as 

this is the tax base for calculating customs 

duties. Summarizing the analysed scientific 

literature, it can be assumed that if the goods are 

imported at zero or extremely low cost (when the 

goods are donated or disposed of as waste), 

the customs duties value will be low and the  

 

 

collected government revenue will be small, and 

the volume of imports in the country will have 

the tendency to grow. However, in cases where 

transportation and insurance costs will increase 

significantly due to various reasons (pandemic, 

crisis, war, etc.), the customs duties value will be 

extremely high, which may cause financial 

difficulties for business entities due to the high 

burden of customs duties, since the government 

revenue will be high. It can be assumed that in 

such a case, the business will tend to abandon 

some import transactions and the volume of 

imports in the country will decrease, in some 

cases, it may create a shortage of raw materials 

in the industry or disrupt the supply chains of 

raw materials. 

 

 

The customs value of goods 

 

The optimal customs value of 

goods corresponds to the open 

market value of goods between 

market participants 

The low customs value of the 

goods due to zero or extremely 

low price of the goods 

The extremely high customs value 

of goods due to increased 

transportation and insurance costs 

during crises or other unusual 

cases 

Price of goods Transportation 

costs 

Insurance costs 

• Low government revenue 

collection. 

• A low burden of customs duties 

on business can affect the growth of 

import volumes. 

• Optimal government revenue 

collection. 

• The average burden of customs 

duties on business will not have 

significant changes to import 

volumes. 

• High collection of government 

revenue. 

• The high burden of customs 

duties on business may affect the 

decrease in import volumes. 
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The concept of waste in the context of 

the circular economy 
 

The term waste refers to raw materials, 

materials, or other products that are unfit for use 

or are not intended for use and they are getting 

rid of (removed, disposed of) due to useless or 

unnecessary at the end of the process (Oxford 

Dictionary, 2018, cited Bugge et al., 2019). 

Waste management is an area of concern where 

the new direction of the circular economy is 

related to the efficient use of resources through 

waste reduction, reuse of waste to preserve long-

term value, reducing the use of primary 

resources and closed production cycles, and not 

exceeding the limits of environmental, economic 

and social benefits (Širá et al., 2022). 

The main problems are related to sub-

optimal urban and industrial management 

processes, where waste is not re-entering into the 

production cycle, as intermediate processes 

(cleaning, transformation, recycling) are 

required, which are usually not available due to 

the need for additional use of energy and other 

resources (Peralta et al., 2020).  

 

 

 

There is no perfect system that allows the reuse 

of all resources (Širá et al., 2022), so various 

researchers provide insights on how to address 

existing problems. 

The strategy of the circular economy 

presents a hierarchy of waste management that 

prioritizes waste reuse, reprocessing, or 

recycling (Peralta et al., 2020; Bugge et al., 

2019). Zhang et al. (2022) identified 10 different 

pyramids of waste management hierarchy based 

on regulations and suggestions of other 

researchers, taking into account the use of 

resources, the specifics of the sector, or the 

pursuit of zero waste. As noted by Zhang et al. 

(2022) the key factor includes not only the 

ecological disposal of waste in the waste 

management hierarchy but also the conservation 

of resource value. In the pyramid of the waste 

hierarchy proposed by Gharfalkar et al. (2015), 

emphasis was placed on preserving the value of 

resources. This proposed hierarchy of waste 

management is significant considering the object 

of the present research – the export of waste. 

Figure 2 shows the pyramid of waste 

management hierarchy, where one of the 

components is the export of waste. 

 

 
Fig. 2. Hierarchy of waste management 

*Source: Gharfalkar et al. (2015). 
 

As can be seen in Fig. 2, the presented 

pyramid of waste management hierarchy focuses 

on the tools of waste management and the 

content of their use (Zhang et al., 2022). 

Gharfalkar et al. (2015) first distinguish a 

production process where no waste is generated 

(replacement and reduction). The replacement 

phase involves changing existing demand to 

demand with environmentally friendly materials 

and replacing non-renewable resources with 

renewable resources. The reduction phase refers 

to the reduced use of resources through less 

Replacement
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purchasing of resources and less use of resources 

in production. 

The waste management hierarchy 

proposed by Gharfalkar et al. (2015) explains if 

waste is generated, then resource recovery must 

be carried out (see Fig. 2), which consists of four 

stages. These stages include preparation for re-

use and re-use without additional steps such as 

repair, renewal, restoration, recycling, or other 

operation. Reprocessing may also occur when a 

repeated production cycle is performed or any 

other recovery of resources. According to Širá et 

al. (2022) reuse of waste in a sense requires more 

effort in the transformation of production and 

consumption, but in the context of a circular 

economy, it has more benefits – cost savings, 

new jobs created, innovation, increased 

productivity, efficient use of resources, better 

availability of resources, energy savings, 

reducing landfill filling, reducing greenhouse 

gas (GHG) emissions. 

In the context of the circular economy, 

priority is given to avoiding waste and trying to 

preserve resources as long as possible by 

keeping them in the product cycle, i.e., reuse as 

much as possible and dispose of as little as 

possible, and extract raw materials as little as 

possible (Weghmann, 2023). Therefore, the 

suggested stages of rectification and return (see 

Fig. 2) by Gharfalkar et al. (2015) should be 

applied when resource recovery is not possible. 

The rectification phase is the treatment of the 

waste before disposal, while the recovery phase 

involves landfilling or incineration of useless 

waste without obtaining energy. By Du et al. 

(2023), many countries have a flawed practice of 

treating waste as a non-useful resource, even 

though in some cases waste has a very high 

economic and recovered resource value. 

Therefore, it must be aimed to apply the earlier 

stages of recovery presented in Figure 2. 

The final stage (see Fig. 2) involves the 

export of waste, where the waste is used as a 

resource in another country. Gharfalkar et al. 

(2015) note that exporting waste from developed 

countries to less developed countries is not a safe 

waste management practice, as it is only an 

approach that creates the illusion that there is no 

waste in the exporting country's landfills. On the 

contrary, Du et al. (2023) noted that waste 

exports can promote resource reuse, which 

provides cheaper raw materials, reduces waste 

accumulation in landfills, and protects the local 

natural environment, and in importing countries, 

waste will create high economic value through 

recycling into new products, which can 

contribute to the national economy and 

production development. This is supported by 

Kellenberg (2015), who agrees that international 

trade in waste can have benefits through job 

creation, economic growth, and more efficient 

and sustainable use of resources. 

Callao et al. (2021) study of hazardous 

waste shipments in Europe in terms of 

compliance with environmental legislation for 

sustainable European development revealed that 

hazardous waste is shipped to high gross 

domestic product (GDP) countries. According to 

Weghmann (2023), the waste management 

system in the European Union (EU) is highly 

dependent on exports and imports, due to waste 

incineration. In the study of Callao et al. (2021), 

the capacity of waste incineration is associated 

with high GDP, as countries with high GDP have 

better waste treatment facilities and more waste 

incinerators. 

However, Du et al. (2023) study in 

Australia provides the opposite result that some 

of the imported waste is not recycled and some 

of it ends up in the importing country's landfills. 

According to Weghmann (2023), one of the 

problems is that exported waste is often 

contaminated, which reduces the possibility of 

waste recycling. Du et al. (2023) found that the 

location of exported waste is related to the 

economic and social development of importing 

countries, which has a significant impact on 

energy consumption and the environment. 

Therefore, in the future, waste-exporting 

countries must consider environmental factors 
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before exporting waste. Weghmann (2023) 

based on previous studies gives an example, due 

to pollution, and suggests setting the threshold 

for waste export to 0.5 per cent of the level of 

waste pollution. 

The decision to export or import waste can 

be conditioned by the added value created by the 

waste. If the recovery of waste into resources is 

expensive for the owner of the waste, and the 

export of waste creates added value, he will tend 

to export waste. Accordingly, the waste importer, 

seeing the added value created by the waste, will 

tend to import it into his country. Therefore, to 

understand the decisions made in waste 

management and waste international trade in the 

context of the circular economy, it is important 

to assess the added value created by waste (see 

Table 3). 

 

Table 3. The recovery of waste into value-added products 
 

Type of waste Added value is created from waste Source 

Electronic waste Electronic waste (e-waste) recycling broadly includes the extraction of metals 

and metal oxides, but the main focus is on the recovery of metals (copper, 

gold, silver). Often, other materials from e-waste are difficult to extract and 

have low economic returns, which negatively affects the increase of 

secondary waste in landfills. Improper management of secondary waste due 

to toxic substances causes major environmental problems and the loss of 

many valuable materials. 

Gautam et al. 

(2022) 

Biomass waste Applying innovative biomass waste processing methods can create high-

added value products and have beneficial effects on biomass waste by 

processing it into vitamin C, antioxidants, food dyes, fragrances, food 

additives, preservatives, or other materials needed for paper, textiles, food, 

medicine, building materials or in biofuel production. 

Torres-

Valenzuela et al. 

(2020) 

Mixed plastic waste The amount of mixed plastic waste recyclables is low, and traditional methods 

of disposal (landfill and incineration) cause secondary pollution and deplete a 

lot of natural resources. Therefore, in the concept of sustainable development, 

various countries are looking for ways to use mixed plastic waste to create 

cost-effective and environmentally friendly value-added products, such as 

gaseous fuel, liquid ammonia, other chemicals, embedding plastic waste in 

asphalt, building materials, polyester textiles, etc. 

Vazquez, 

Barbosa (2016) 

 

The previous research analysed in Table 3 

reveals examples of the value-added products 

created from waste. The growth of the 

electronics industry and the decreasing lifespan 

of electrical devices have been found to have a 

negative impact due to the rapid increase in e-

waste (Gautam et al., 2022). However, as 

presented by Gautam et al. (2022) it is necessary 

to expand the recovery of electrical waste into 

value-added resources, not only for base metals 

but also for other valuable materials that are 

currently being lost. 

Food waste is identified as one of the 

biggest global challenges (Širá et al., 2022), of 

which agricultural food waste accounts for 5 

billion tons of biomass waste per year worldwide 

(Torres-Valenzuela et al., 2020). As can be seen 

in Table 3, biomass waste can be processed into 

various other resources that create high-added 

value. 

Recycling of mixed plastic waste is 

another challenging area, as the recycling of 

mixed plastic waste is difficult due to the 

separation of materials. However, research 

(Vazquez & Barbosa, 2016) reveals that the 

reuse or recycling of mixed plastic waste can 

create products with high added value. 

After summarizing the analysed scientific 

literature, it was found that the concept of waste 

in the context of the circular economy includes a 

hierarchy of waste management, according to 

which decisions are first made on activities that 

do not generate waste, and in the case of waste 

generation, the recovery of waste into secondary 

resources that create added value must be carried 

out. Various studies have revealed that even 
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problematic areas such as food waste, electrical 

waste, or mixed plastic waste can be used or 

recycled into high-value resources. And only if 

the generated waste cannot be recovered, it can 

be rid of or exported. 

 

The theoretical model of customs 

valuation of waste 
 

As discussed in the previous section, three 

components are important for determining the 

customs value of goods: the price of the goods, 

transportation costs, and insurance costs. 

Research (Zhao et al., 2021) notes that the trade 

price of waste is an important factor affecting the 

import and export trade pattern for plastic waste. 

It is observed that the value (price) of the waste 

is usually zero or low, and the transportation 

costs can be expensive (Mazzanti & Zobolo, 

2013, cited in Kellenberg, 2015). A study of 

United States of America (US) entities 

(Thompson, 2020) revealed that when prices are 

lower, more plastic waste is purchased, and 

when the price is higher, then US entities are less 

inclined to recycle and import plastic waste. 

Then there is an increase in the export of plastic 

waste to China, and in many cases, plastic waste 

is thrown into landfills or incinerated. It is 

observed that even if the price of plastic waste in 

the US is high, the cost of importing plastic 

waste may be lower for China entities due to 

differences in supply, demand, and currency 

exchange rates. 

The international trade of waste is 

influenced by the distance between countries and 

the taxes for waste disposal, it is stated that if the 

costs due to the waste disposal tax plus the cost 

of transportation to a foreign country are lower 

than in the local market, the entity will choose to 

export waste to a foreign country (Mazzanti & 

Zobolo, 2013, cited in Kellenberg, 2015). 

Kellenberg (2015) also notes that 

differences in waste tax and disposal costs 

between countries can lead to illegal trade in 

waste, which would harm the environment and 

human health, but there is a lack of research on 

the impact of crime on waste trade flows 

between countries. 

Import taxes can be used as a policy tool to 

reduce imported waste to reduce the negative 

externalities associated with waste disposal in 

the country, but the unwanted effect of these 

taxes affects the cost of waste disposal services 

and local waste intensity (Copeland 1991, cited 

in Kellenberg, 2015). After summarizing the 

analysis of the scientific literature, a theoretical 

model for choosing the method of waste customs 

valuation is presented in Fig. 3. 

As shown in figure 3 the choice of waste 

customs valuation method and the amount of 

collected customs tax revenue are influenced by 

the country's waste management policy. In the 

presented theoretical model, two directions of 

waste management policies are distinguished: 

(1) to promote the import of waste into the 

country or (2) to reduce the import of waste into 

the country. Taking into account that the customs 

valuation of waste and calculated customs value 

of waste is the tax base for calculating customs 

taxes, countries should choose two different 

methods of customs valuation. The theoretical 

model suggests choosing the traditional 

transaction value method or the fallback method 

to calculate a higher waste value than the actual 

transaction price of waste.  

If the country's waste management policy 

(2) is aimed at reducing waste imports, customs 

taxes would be calculated from the higher 

customs value of waste (using the fallback 

method), and a higher burden of customs taxes 

would encourage changing manufacturing in the 

local market, recovery resources from waste 

generated in the local market, and export excess 

waste.  

If a country's waste management policy (1) 

is aimed at increasing the volume of waste 

imports, customs duties would be calculated on 

the value of the waste transaction (which is 

likely to be lower based on transaction value 

method), which would not have a significant tax 
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burden on business. A low tax burden would 

increase the amount of imported waste, as well 

as create new jobs, the production capacities of 

the country's waste processing and incineration 

facilities would be used up, and thus contribute 

to the country's economic growth. 

 

 

Fig. 3. A theoretical model for the selection of the waste customs valuation method 
*Source: compiled by authors. 

 

In the context of a circular economy, both 

waste management policies presented in Figure 

3 can have positive effects. In countries that have 

chosen to reduce the volume of waste imports, a 

local circular economy would be ensured when 

the hierarchy of waste management is followed 

(1) Waste management policy to encourage waste 

imports: 

• To use the available capacities of waste 

processing/incineration facilities in the country. 

• To create new jobs places. 

• To ensure the economic and production 

development in the country. 

• To ensure sustainable use of available natural 

resources. 

(2) Waste management policy reducing waste imports: 

• To replace manufacturing in the local market with 

harmless materials and use a smaller volume of 

resources, which would allow to reduce the 

amount of generated waste. 

• Process only waste accumulated in the local 

market. 

• Waste export to other countries that cannot be 

recovered locally. 
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Customs valuation of waste 

Rate of import duties 

Transaction value method Fallback method 

Burgen of import duties 

Factors determining the price of waste: 

• The opportunity to recover the high value-added secondary resources 

from waste. 

• Complexity of the waste recycling/recovery process. 

• The level differences in the modernity of waste processing equipment in 

the country and abroad. 

• The number of waste incineration facilities in the country and abroad.  

• The difference in the rate of waste taxes in the country and abroad.  

• The accumulated volume of waste.  

• The global demand and supply of generated waste. 

Factors determining the price 

of transportation: 

• Distance between 

countries. 

• Volume of waste 

transported. 

• Type of transported waste. 
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in the local market. In countries that choose to 

promote waste imports, the circular economy 

would be ensured in the broader theory of 

countries. It is useful when countries that do not 

have the necessary production capacity to 

recover waste into value-added resources, so the 

waste is exported to another country that has 

such production capacity, thus ensuring the 

concept of a circular economy too. 

 

Conclusions 

 

The analysis of the scientific literature 

allowed us to identify six applicable methods of 

customs valuation of goods. Although the 

transaction value method is commonly used for 

the customs valuation of goods, when 

international trade of waste is taken into account, 

doubts arise about the suitability of this method. 

Taxes applied to international trade are one of 

the policy instruments to regulate the volume of 

international trade, but in the context of 

international trade of waste, waste is faced with 

zero or extremely low value. The determined 

low customs value of waste means low customs 

taxes, here we face several dilemmas whether 

the collection of such taxes in the government 

budget is sufficient and whether the country 

needs growing waste imports. In the context of a 

circular economy, the international trade of 

waste should be the last step when the recovery 

of waste into resources is not possible within the 

country. It is observed that often the import of 

waste is caused by the non-utilization of the 

production capacity of waste processing and 

incineration facilities with local waste. 

It can be said that depending on the chosen 

country's waste management policy, different 

methods of waste customs assessment could be 

applied, which would depend on the size of the 

customs tax burden. In the proposed theoretical 

model of the choice of waste customs valuation 

method, the transaction value method is 

proposed to be applied to countries whose waste 

management policy is aimed at promoting waste 

imports. Countries whose waste management 

policy is based on the recovery of local waste 

into resources, and which aim to reduce the cases 

of waste import should choose a backup method 

that, using reasonable measures, could 

determine the purpose of the waste 

corresponding to the value of the waste, the 

possible added value created by recycling it. 

It should be noted that further scientific 

discussion on this issue is needed. Because the 

current transaction methods do not reflect the 

waste's real value after considering that the 

imported waste will be recovered into a high-

value-added resource. Although the fallback 

method is proposed as an alternative in the 

theoretical model, the adequacy of the fallback 

method should be considered in principle. 

Considering that new methods of customs value 

have never been proposed by GATT (the 

legislation has existed for many years), it is 

necessary to find new methods of customs 

valuation in the future, based on innovative 

methodologies, especially for waste valuation in 

international trade. 
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