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CORRUPTION AS A THREAT TO ECONOMIC SECURITY OF UKRAINE®
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Economic security of the state plays a significant role in ensuring further economic development of the country, implementation
of effective social policy, increasing the level of national competitiveness in the context of international economic cooperation.
Summarizing different approaches, the authors concluded that in the scientific environment the definition of the essence of economic
security of the state is studied on the basis of different basic parameters, which creates ambiguity in the understanding of this category.
According to the authors, the economic security of the state should be understood as such a state of the national economy that allows
to maintain resistance to external and internal threats, to ensure its external independence and internal stability, the ability to support
the consistent implementation of national and state interests, stable capacity of economic entities and normal living conditions of the
population. The transformation of the conditions of functioning of the modern world creates a significant number of threats to the
economic security of the state, among which corruption occupies a key position. The scale of corruption in Ukraine is threatening,
which is associated with the destruction of not only individual aspects of society, but also a threat to the existence of the country as
a whole. The article defines the main and classification features of corruption on the basis of international law ratified by Ukraine,
according to which corruption can be characterized. The authors cited the main threats of corruption, which have a real negative
impact on the economic security of the state, namely: the growth of the shadow economy, insufficient use of budget funds at various
levels; reducing the level of trust in the state and its ability to regulate economic processes,; promoting social inequality and increasing
the income gap between different segments of the population, etc. These conclusions were confirmed by the analysis of individual data,
in particular the corruption perception index and the indicator of the level of shadow economy. In addition, based on the trend model,
the forecast values of the corruption perception index in Ukraine were calculated, which showed positive changes in issues related
to corruption processes in the country. In the article, the authors note that at the present stage of economic development, in order to
reduce the level of corruption in the state, it is necessary to create an effective system of anti-corruption actions and establish new

transparent rules of relations between society, government and business.
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JEL Classification: E00, GO0, H56, K39, K42

Introduction. In today's conditions, the problems of
national security are extremely relevant, as they are related
to the further development of Ukraine, the socio-economic
well-being of citizens, the development of their national
identity. The changing conditions of the modern world
creates a significant number of threats to the economic
security of the state, which is a component of the national
security of the state. Among the existing internal threats to
the economic security of the state, corruption is considered
a key problem. The prevalence of corruption in Ukraine
has reached a significant scale, as it not only destroys
certain aspects of society, but also threatens the existence
of the country as a whole.

Analysis of recent research and publications. Authors
such as Bilorus O., Bilous V., Gubskyi B., Muntiyan V.,
Shevchenko L., Hrytsenko O., Makuha S. and others paid
considerable attention to the study of issues related to
corruption and its impact on the economic security of the
state in their works.

In their works, scientists pay considerable attention to
certain aspects of corruption, namely its essence, causes
and economic consequences. However, more attention
should be paid to the study of the impact of corruption on

the economic security of the state and its consequences for
the state economy.

The purpose of the article is to study the impact of
corruption on the economic security of the state.

Results of the research. Economic security is one of
the subsystems of national security and occupies a central
place in it. The problems of ensuring economic security
are quite significant due to the growing instability and the
emergence of a significant number of threats in the modern
world: volatility of prices for basic assets and resources,
military conflicts, increasing shadowing of economic
activity, instability of financial markets, problems with the
flow of funds to investment areas, etc. In these conditions,
the state must apply new approaches to ensuring its
economic security. Today in the scientific literature
there are different approaches to the interpretation of the
definition of economic security of the state (Table 1).

Summarizing different approaches, the authors
concluded that in the scientific environment the definition
of the essence of economic security of the state is
studied on the basis of different basic parameters, which
creates ambiguity in the understanding of this category.
According to the authors, the economic security of the
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Table 1 — Scientific approaches regarding the understanding of the concept of ""economic security of the state"

Author (source) |

Definition

An approach based on the understanding of the concept of economic security of the state as the ability to counteract internal
and external threats.

Revenko A.

This is the state of the economic system, which is characterized by resistance to the impact of endogenous
(internal) and exogenous (external) factors that pose a threat to society.

Specialists of the
National Institute
of Strategic Studies

This is the state of the national economy, which allows to maintain resistance to internal and external
threats and is able to meet the needs of the individual, society and the state.

Honcharova V.

This is the state of the national economy, which maintains stability and ability to withstand adverse
conditions of development of internal and external threats.

An approach based on the understanding of the concept of economic security of the state from the point of view of achieving
the desired state of the economy, which allows to perform the functions assigned to the state.

This is the state of the national economy, which makes it possible to maintain resilience to external

Bilorus O. and internal threats, the ability to expand self-reproduction, meeting the needs of the individual, family,
society, region, state.

EIESZ:;?;(%L" This is the most important qualitative characteristic of the economic system, which determines the ability

Mgkukha S ” to support the consistent implementation of national and state interests, sustainable activities of economic

and others ’ entities, normal living conditions of the population.

An approach based on the understanding of the concept of economic security of the state in terms of orientation
to the protection of national interests.

This is the ability of the state to ensure the protection of national interests from external and internal

for calculating
the level of economic
security of Ukraine

Hubskyi B. threats and to carry out progressive economic development in order to maintain the stability of society
and sufficient defense potential under any conditions and scenarios.
. This is a reliable protection of national interests in the sphere of economy from real and potential internal
Bilous V. . L .
threats and, above all, from direct and indirect economic losses.
Methodological
recommendations This is the state of the national economy, which allows to maintain resistance to internal and external

threats, to ensure high competitiveness in the global economic environment and characterizes the ability
of the national economy to sustainable and balanced growth.

An approach based on the understanding of the concept of economic security of the state in terms of orientation towards
the expansion of its self-reproduction and self-development.

. This is a nationwide set of measures aimed at the constant and stable development of the state economy,
Muntiian V. S . S
which includes a mechanism for counteracting internal and external threats.
Zabrodskyi V., This is a quantitative and qualitative characteristic of the properties of the system, reflecting the ability
Kapustin M. to self-preservation and development in the face of external or internal economic threats.
Stepanenko A, This is the state of the economy that ensures its external independence and internal stability.
Herasymov M.

Source: created by the authors based on [1-5]

state should be understood as such a state of the national
economy that allows to maintain resistance to external
and internal threats, to ensure its external independence
and internal stability, the ability to support the consistent
implementation of national and state interests, stable
capacity of economic entities and normal living conditions
of the population.

The economic security of the state has a multicomponent
structure, which, according to the Methodological
Recommendations for calculating the level of economic
security of Ukraine, includes the following components:
production security, demographic security, energy security,
foreign economic security, investment and innovation
security, macroeconomic security, food security, social
security, financial security. It should be noted that the
structural elements of this system are also complex and
represent separate functionally independent subsystems,
the interaction of which forms the state policy in the
economic sphere (Fig. 1).

Building an effective system of economic security
of the state makes it possible to promptly identify
threats to domestic economic interests and counteract
the unprofitability in the socio-economic system as a
whole. Threats to economic security are phenomena and
processes that negatively affect economic relations in
the country and suppress the economic interests of the
individual, society and the state. Constant monitoring
and identification of the main threats to economic
security significantly contribute to its maintenance at the
proper level, as well as provide an opportunity to take
timely practical measures to reduce the negative impact
of threats or completely eliminate their consequences.
Studying threats to the economic security of the state, it
is advisable to divide them into internal and external, the
main of which are shown in Fig. 2.

The above list of the main threats to the economic
security of the state is not exhaustive and can be
supplemented. However, it should be noted that in modern
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Figure 1 — Functional components of the economic security of the state

Source. according to the data [6]

conditions these threats have the most negative impact on
the economic development of Ukraine.

Most scholars consider corruption to be one of the
key internal threats to national security in general and
economic security in particular. The scale and prevalence
of corruption in Ukraine are threatening, as it not only
destroys certain aspects of society, but also threatens the
existence of the state.

Corruption is a multifaceted phenomenon that is an
integral part of the social life of any country, regardless
of its geographical location, economic and political
level of development. Regardless of the type and degree
of manifestation of this phenomenon, it certainly has
a negative character and to varying degrees harms
both individual subjects of legal relations and society,
as well as the state as a whole [8]. According to the
current legislation, namely Art. 1 of the Law of Ukraine
"On Prevention of Corruption", corruption is defined as the
use by a person subject to this Law of the official powers
or opportunities associated with them in order to obtain an
undue advantage or accept such an advantage or accept a
promise / offer of such an advantage for himself or others,
or, accordingly, a promise/offer or provision of an undue
benefit to a person subject to this Law, or at his/her request
to other individuals or legal entities in order to induce this
person to unlawfully use his/her official powers or related
opportunities [9]. Analysis of the norms of the defining
legal acts of international and national levels makes it
possible to identify the main elements of corruption.
Such legal acts are the Law of Ukraine "On Prevention of

100/ 1ssN 1726-8699

Corruption", the Code of Conduct for Law Enforcement
Officials, the UN Convention against Corruption, the Civil
Convention on Corruption, etc.

Based on the norms of international legislation ratified
by Ukraine, it can be noted that the main elements of
corruption are as follows:

— committed by an official body;

— committed during the performance of official duties;

— committed as a result or for the purpose of receiving
a bribe or any other improper advantage;

— committed in the form of direct or indirect extortion,
offering, giving, or receiving a bribe or other improper
advantage;

— the result of corruption is improper execution of
duties [8].

Corruption as a social and legal phenomenon can be
classified according to various classification criteria, as
shown in Table 2.

When studying corruption, first of all, it is advisable
to identify those aspects of this phenomenon that have a
real negative impact on the economic security of the state,
namely, such threats include the growth of the shadow
economy; the combination of criminal phenomena with the
legal economy through access to political power and the
emergence of the possibility of "laundering dirty money";
violation of the conditions of fair competition; inefficient
use of budget funds of different levels; reduction of the
level of trust in the state and its ability to regulate economic
processes; promotion of social inequality and widening the
income gap between different segments of the population [10].
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— high level of inflation;

Internal threats

- low competitiveness of the national economy (underdevelopment of the
technological base of most industries);

— shadowing of the national economy;
— insufficient fight against corruption at all levels;
— displacement of domestic producers, especially those who produce consumer goods,

—  high level of foreign debt;

— information warfare.

2 from the domestic market by foreign suppliers;
@ — low investment activity;
é’ — decrease and aging of the population;
“ — low control over the budgets’ fulfillment at the state and regional level, as well as
I prevention of misappropriation of funds;
5 — untimely development and adoption of legislative acts that regulate economic
§ relations;
.8 — the stock availability of strategically significant material goods, in volumes that are
g insufficient to ensure the economic security of the state.
g
Q
o
o
S|
2
@ External threats
<
o]
E — following the export-raw material development model and high dependence on
external economic conditions;
— exposure of the national financial system to the actions of non-residents and
—»| speculative foreign capital;

— the economy of the state is excessively open (protection of interests of domestic
production, finance and banking system, money turnover, etc.);
— lag in the development and implementation of cutting-edge technologies;

Figure 2 — The main threats to the economic security of the state

Source: according to the data [7]

Table 2 — The main classification attributes of corruption

Classification attribute Types

— domestic (national);

According to a
— transnational corruption

territorial principle

— bribery;

— fraud;

— extortion;

— misappropriation (embezzlement)
of public funds;

— clientilism, lobbyism;

— favoritism;

— nepotism;

— state capture

Forms of committing
a corrupt activity

—acceptance of the improper advantage;
acceptance of the promise/offer
— of improper advantage

Forms of committing
a corrupt act

— single (one-time action);

According to duration | extended

— political;

— economic;
— regulatory;
— social;

— legal

According
to the area of life

— criminal liability;

Types of legal — administrative liability;
responsibility — public liability;
— disciplinary liability

Source: created by the authors based on [8]

Analyzing the effect of certain factors that pose a threat
to the economic security of the state, it can be noted that,
according to the Ministry of Economy, the level of the
shadow economy in recent years (2012-2021) did not have
a clear trend and fluctuated over the years within 28-36%
of GDP, while in the last year of the analysis, namely in
2021, it increased by 2 percentage points compared to
the same period in 2020 and amounted to 32% of GDP
(Fig. 3).

The reason for this situation is that during
20202021 there was an increase in world prices for
raw materials (energy and agricultural products), which
prompted business entities to reduce the risks of losing
limited resources in the face of rising production costs [11].

In addition, an important issue in the study of the
negative impact of corruption on the economic security of
the state is the analysis of the Corruption Perceptions Index
(CPI), which has been calculated by the non-governmental
international organization Transparency International since
1995. The calculation of this index is based on 13 different
studies conducted by reputable international institutions
and research centers.
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Figure 3 — The ratio of the level of the shadow economy,
as % to the volume of official GDP

Source: according to the data [11]

The main indicator of the Corruption Perceptions
Index is the score, not the ranking. The score shows how
a country is fighting corruption, while the ranking, in turn,
makes it possible to compare the progress of different
countries. The research used to calculate the Corruption
Perceptions Index includes information from business
representatives, investors, market researchers, etc. That
is, the Corruption Perceptions Index reflects the private
sector's point of view and its perception of corruption in
the public sector, namely: bribery; embezzlement of public
funds; nepotism in the civil service; state capture; and the
government's ability to implement integrity mechanisms;
effective prosecution of corrupt officials; excessive
bureaucracy; existence of appropriate laws on financial
disclosure, prevention of conflicts of interest and access
to information; ensuring protection of whistleblowers,
journalists and investigators.

The minimum score (0 points) means that the country is
very corrupt, and the maximum score (100 points) indicates
that corr—uption is almost absent in the society [12].

The Corruption Perceptions Index in Ukraine for
the period 2012-2021 increased by 6 points and in
2021 amounted to 32 points, which is a positive trend, as
it indicates a decrease in corruption in society (Figure 4).

It should be noted that comparing 2021 with 2020, this
indicator decreased by | point and Ukraine ranked 122nd
among 180 countries that were evaluated. After determining
the trend line, the R-squared value (0.87) was calculated,
which turned out to be close to 1, indicating the degree of
correspondence of the trend model to the original data.

Based on this, it can be concluded that this trend will
continue. Thus, the calculated forecast values should be
34 and 35 points in 2022 and 2023, respectively. Such data
indicate positive changes in the issues related to corruption
processes in the country.

It is noteworthy that no country has received the
highest possible score on the Corruption Perceptions Index
in recent years. The countries with the highest scores in the
Corruption Perceptions Index for 2012-2021 are shown in
Table 3.

Corruption also has a negative impact on the public
sector. Thus, the consequences of the existence of the
shadow economy are the reduction of tax revenues to
the budgets of different levels (entrepreneurs give bribes
to evade taxes and state regulation), while there is a
misallocation of public funds (the level of social protection
of citizens decreases due to the loss of targeting of social
expenditures in favor of other stakeholders).

Table 3 — Countries with the highest scores of the corruption perception index for 2012-2021, points

Year
Country 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Denmark 90 91 92 91 90 88 88 87 88 88
New Zealand 90 91 91 91 90 89 87 87 88 38
Finland 90 89 89 90 89 85 85 86 85 88
Singapore 87 86 84 85 84 84 85 85 85 85
Sweden 88 89 87 89 88 84 85 85 85 85
Switzerland 86 85 86 86 86 85 85 85 85 84
Norway 85 86 86 88 85 85 84 84 34 85
The Netherlands 84 83 83 84 83 82 82 82 82 82
Germany 79 78 79 81 81 81 80 80 80 80
Luxembourg 80 30 82 85 81 82 81 80 80 81

Source: according to the data [13]
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Figure 4 — Dynamics of changes in the corruption perception index in Ukraine
for the period of 2012-2021

Source: created by the authors based on [13]

The current state of the investment climate plays an
important role in ensuring the economic security of the
state, and this is due to the fact that investments, including
foreign ones, are not only a mechanism of development,
but also methods of regulating economic relations through
the movement of capital [14]. Foreign investments are
highly sensitive to corruption. The growing level of
corruption significantly reduces the volume of foreign
direct investment, which is the main source of obtaining
the necessary financial resources and the latest competitive
technologies.

In order to reduce the level of corruption in the state at
the present stage of economic development, it is necessary
to create an effective system of anti-corruption actions
and establish new transparent rules of relations between
society, government and business.

Conclusions. Thus, the negative impact of corruption
is manifested in the slowdown of the country's economic
growth, reduction of economic activity, increase of the
shadow economy, reduction of the welfare of citizens,
which in turn affects the reduction of the economic security
of the state. In order to avoid the negative consequences of
corrupt practices, it is necessary to adhere to such principles
as optimization of the functions of the state and local self-
government; reduction of the "human factor" and increase
of transparency and efficiency in relations between the state
and citizens and organizations; creation of convenient and
legal alternatives to corrupt practices; ensuring effective state
control over the observance by public servants of the rules
of ethical conduct and the requirements of anti-corruption
legislation; ensuring the inevitability of responsibility for
corruption and corruption-related offenses [15].
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KOPYIIIIA SIK 3AT'PO3A EKOHOMIYHINI BE3IEII YKPATHHA

Haraunis I'eopriieua ITiryas!, €sreniii Iroposuy ITirysn’

Exonomiuna 6e3nexa depoicasu ioiepac 3naumny pois 8 npoyeci sabesneuenis no0aIbuio20 eKOHOMIYHO20 PO3GUMKY Kpailu, 6npo-
6aodicents eqpekmusHoi coyianbHoi norimuKu, 30iMbUEeHH] PI6Hs HAYIOHATILHOI KOHKYPEHMOCNPOMONCHOCHIE 8 YMOBAX MIJICHAPOOHOT
eKOHOMIUHOI cnienpayi. 30IUCHUSUIU Y3A2aTbHEHHS PI3HUX NIOX00I6, A8MOPU NPUUULTU 00 8UCHOBKY, U0 8 HAYKOBUX KOLAX GUIHAUEHHS
CYymHOCmi eKOHOMIUHOI be3nexu 0epicasit 00CTIOHCYIOMb BUX00AUL 3 PIZHUX OA308UX NApaAmMempie, wo i opmye HeOOHOSHAUHICTD Y
Po3yminHi oanoi kamezopii. Ha dymKy asmopis, nio ekoHomiunoio 6e3nekoro oepicasu Ciio posymimu cman HayioHaibHOI eKOHOMIKU,
AKULL 0ae 3mo2y 30epieamu CmilKicms 00 308HIWHIX MA HYMPIWHIX 3a2po3, 3a0e3neuumu it 308HIUHI0 HE3ANENHCHICb | BHYMPIUWHIO
cmabinbHicms, 30aMHICMb NIOMPUMYBAMU NOCTIO06HY pednizayilo HAYIOHATbHO-0ePAHCABHUX THmepecis, cmillKy Jie30amHicms
cyb’€kmis 20cno0apIo8anHs Ma HOPMAIbHI YMOBU dHcUMMEOisIbHOCMI Hacenenns. Tpancopmayis ymos GyHKYioHy8anHa cy4acHozo
ceimy (hopmye 3HaUHy KibKICMb 3a2p03 eKOHOMIUHIT Oe3neyi 0epacasi, ceped SKux KIouo8y Ro3uyiio 3auMae Kopynyis, npoyec Macui-
mabysanma akoi 8 Yxpaini mac 3aepoznueuii xapaxmep, wo nog s3ano i3 pyluHy8aHHsIM He TUe OKpemux cmopin Jcumms cychiibemed,
ane i 3a2po3010 ICHY8AHHS KPAIHU 6 YINOMY. IPYHMYIOUUCh HA HOPMAX MIJICHAPOOHO20 3AKOHO0ABCMEa, wo pamugikosani Ykpainoro,
6 cmammi Oynu Ha8eOeHi OCHOGHI O3HAKU KOPYRYIL, a MAKOJC GUSHAYEH] OCHOGHI KAACUPDIKAYINHI 03HAKU, 30 AKUMU MOJICHA HAOAMU
Xapaxkmepucmuxy xopynyii. Aémopu nagenu 0CHOGHI 3a2po3u KOpYnYii, wo Maroms pearbHull HeeamuHull 6Naue Ha eKOHOMIUHY be3-
neKy 0epicasu, a came. 3pOCMAHHA PO3MIPI6 MIHbOBOI eKOHOMIKU, HEOOCMAMHbO eeKmusHe UKOPUCTNAHHA DI00HCEMHUX KOWMIE
PI3HUX DI6HI, 3HUIICEHHS PI6HS D08IPU 00 0epaCcasy ma it MOJICIUBOCMIE Pe2YIIo8amu eKOHOMIUHI npoyecu,; CRPUSIHHSL COYIANbHIL Hepi6-
HOCmi ma 30i1buWenHs po3pUy 00X00i8 MIdiC PI3HUMU 8ePCIMEAMU HACENeHH ma iHwi. J{ani UCHO8KU OYIu ni0meepodiceHi 3a OONOMo-
2010 AHATI3Y OKPEMUX OAHUX, 30KpeMa IHOeKCy CAPULIHAMMS KOpynyii, iHOoukamopa pieHs minbogoi exonomiku. Ha ocrnosi mpendosoi
MoOeni 6y6 3pobaeHuUll pO3PAXYHOK NPOSHO3HUX 3HAYEHb THOEKCY CHpUuHAmms Kopynyii ¢ Yikpaiui, sKi 3aceiouunu no3umueHi 3MiHu
w000 NUMAaHsb, NO8 A3AHUX i3 npoyecamu Oekopymnizayii 6 kpaini. B cmammi asmopu 3a3Hayunu, wo Ha Cy4acHoMy emani eKOHOMi-
HO20 PO3BUMKY, 3 MEMOIO SHUNCEHHA DIBHS KOPYNYIT 68 Oeparasi, HeoOXIOHO CIEopumu eqyeKmueHy cucmemy aHmuKopynyivuHux Oitl,
6CMAHOBUMU HOBI NPO30PI NPABUNA 8IOHOCUH CYCNITbCMEA, 611a0u i Oi3Hec).

Knrwouosi cnosa: exonomiuna desnexa Kpainu, iHOeKc CHpUtiHAMMAL KOpYnyii, KOpynyis, MiHb08a eKOHOMIKA.
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