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Corruption is considered one of the key issues in the modern world nowadays which the importance of
fighting against is conditioned by. Developments of corruption in Armenia are also very worrying. Despite the
fact that the corruption in Armenia has relatively good rating compared to regional countries, it is still quite
below the average global rate of corruption. This means that a benchmark above the average global rate of
corruption should be set as the target of the fight against corruption and one of the main objectives of the fight
against corruption should be regarded the gap between the indicators of factual and targeted corruption. The
article outlines the main directions and principles of the fight against corruption in Armenia.

Key words: corruption, anticorruption programs, shade economy, tax potential, shade
indicator, economic corruption, fight against corruption, rating position of corruption, world average
evaluation of corruption, index of comprehending the corruption.

Introduction

The fight against corruption is recognized as one of the main directions of the strategy of
national security in Armenia.

The corruption, penetrating to all spheres of social and economic relations, has become a quite
complicated and multi-layered phenomenon. From this viewpoint corruption may be characterized as
«deterioration and deformation of the system in vitally important spheres» of social, political, social-
economic, cultural and psychololgical and moral multilateral relations  [1: 196-197]. In the context
of such perceptions of corruption, the role of economic corruption is crucial in its multifaceted
manifestations. Its essential feature is that by directly participating in illegal redistribution of public
income created by economic entities, it damages both the economy and public life thus becoming a
serious threat to national and international security.

Set of conflict and research results

The main task of anti-corruption activities in Armenia is to effectively prevent corruption and to
apply public support measures to reduce corruption levels in both public administration and a number
of spheres and sectors of the economy. Improvement of the RA legislation which regulates the policy
of development of the sectors and spheres involved in the fight against corruption corresponds to
international standards and one of the most important directions of prevention of corruption are also
the effectiveness, transparency, publicity and accountability of the activities of state bodies. It will be
facilitated by the clarification, improvement of the functions of state bodies, the definition of
professional standards of employees. Criminalization is one of the directions of no less importance.

Corruption is regarded as one of the key issues in the modern world nowadays due to which the
attention of the world community is focused on fighting against it and preventing it. The problem has
become even more topical and urgent today amidst the conditions of widespread development of
corruption.

According to estimatations of various international sources'® , developed countries with a high
standard of living are at the forefront with low level of corruption which fight continuously against

' Source Transparency International. Corruption Perceptions Index 2018
https://www.transparency.org/whatwedo/publication/corruption_perceptions_index 2018
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corruption. And, on the contrary, developing countries with particularly ineffective governance system
and low level of socio-economic development such as Azerbaijan, Russia, Ukraine, Kazakhstan, Iran
etc. are especially noted as highly corrupted in rating list.

Armenia is now in rather favorable situation in terms of corruption rate compared to other
countries of the region occupying the 105" place (Fig. 1).
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Fig. 1 Position of RA according to the index of corruption rate [2]
According to the data by Transparency International organization, the corruption rate which had

been fluctuating during the last 11 years in Armenia, has not shown stable behavioral tendencies. Such
a picture we have according to the estimation of corruption level by Freedom House (Fig. 2).
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Fig. 2 Corruption level in RA according to Freedom House [3]

According to the chart, the level of corruption in Armenia had declined by only 0,25 points over
the last ten years which is a very small indicator and is largely due to not the anti-corruption policy
adopted by the state but to the increasing corruption concealed by modern technological opportunities.

The indices of corruption of Armenia which have shown some fluctuations in recent years have
not been changed significantly. This is due not only to the inefficiency of anti-corruption programs in
the country but also to the progressive corruption rates in other countries which condition the
relatively stable unfavorable position of Armenia in the ranking. This is also evidenced by the fact that
the assessment of corruption in Armenia is still below the world average (Fig. 3).
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Fig. 3 The estimation of corruption of RA and World average [4]

So we can conclude that the realistic and basic criterion of aimed fight against corruption in
Armenia should be adopted the one which is higher than world average and filling the gap between the
factual and purposeful indices of corruption should be regarded as one of the main issues of fighting
against corruption.

The interrelated and interconnected wide scale evaluations of corruption and  <<shade>> have
deep negative impact on the social-economic developments of the country [5:164-182].

0 shade economy forms corruptive relations in those spheres of politics and economics
which the welfare is dependent on,

O shade economy is developing in the conditions of severe corruption of state
government,

0 corruption effects the continuity of shade economy and development of illegal
activity,

0 corruption creates bases for the formation of new spheres and new types of shade
economy.

Despite the contextual features and functional differences of corruption and the shade economy,
there is a close interdependence and interconnection between them, whereby the shade economy
generates corruption and the corruption, in its turn, promotes shade activity, creates serious misbalance
and distortions in macro and micro economics.

Practical observations [5] in corruption and <<shade>> also state the direct relation of
corruption level and the scales of shade economy/the higher is corruption the larger are <<shade>>
developments and vice versa/ and their impact on social-economic situation of the country.
Particularly, mainly the same countries appear in high, low and middle groups with targeted rating
groups of corruption and shade economy with certain exceptions. Taking into account the given
patterns of interaction between corruption and the shade economy and regarding corruption and the
shade economy as the key component of “anti-economy”, it is important to fight against corruption
through a coherent and systematic approach by ceasing corruption and reducing the shade economy
and by regular implementation of proper activities. This should be one of the important approaches to
the fight against corruption.

In the modern world, corruption is one of the most important issues in the creation of a
competitive economy and the formation of civilized entrepreneurship. According to Transparency
International [4], about 40% of entrepreneurs around the world have to corrupt to provide “favorable”

~ The world average rate of corruption is calculated by the average indices of the countries included in the
research. The data of corruption have been calculated by multiplying them by 10 since 2012 conditioned by the
change of estimation methodology for the security of their compatibility. The RA average corruption rate was
calculated by their arithmetical average.
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conditions for their business and to avoid tax payments. In developed countries this rate is 15%, in
Asian countries - 30% and in CIC countries - 60%. Armenia is not an exception either. The problem
has become more evident on the one hand in case of slow economic growth and reducing tax revenues
and on the other hand in the continuing tendency of the business world striving for “shade”. In this
context the issues of reducing the formal economy, reducing tax evasion and thus bringing the
collected taxes to the maximum tax potential are of utmost importance [6:178-197]. Here the
remarkable statement of RA Minister of Finance Atom Janjughazyan is notable: “We have to bring
our tax revenues to our tax potential or we have to agree that we have no shade and no problem.
According to our estimation the taxes collected for 2018 are less for about 438 billion drams without
the share of privileges» [7].

The tax potential is the sum of the taxes actually collected and the tax breaks (unpaid taxes)
stated by the administration and legislation. Tax administration may not be perfect not only in
Armenia but in other countries as well, as it would be possible in case of perfect tax legislation which
is also not realistic. In such conditions, part of the tax revenue circulating in the economy is concealed
by legislative and administrative gaps without replenishing the state budget. Thus, the tax legislative
and administrative gaps are the uncollected revenues of the state or so called unpaid taxes. Thus, the
issue of reducing administrative and legislative gaps in the country, unpaid taxes /tax shadowing/,
maximizing the collection of taxes and bringing it closer to tax potential is an important priority in the
fight against corruption.

Here we should understand how many the administrative and legislative gaps are and what the
acceptable start is, how much the unpaid taxes and tax shade are, how the tax potential is according to
the legislation and what the permitted start of inclination from the maximum rate of tax collection
form tax potential etc.

Unfortunately, we should say that all these question are missed in official statistical
publications. In this regard the actual rate of 438 billion AMD which was officially announced on
unpaid taxes in Armenia in 2018, allows us to suppose that it is possible to calculate. Moreover, by
middle term cost program of RA the targeting is improving year by year for 0,2 percent of GDP to the
tax administration [7]. Such calculations are done in fact but they are not published. Even such key
indices as shade volume, shade weight in GDP etc. are not available. Despite the opinion that it is
difficult to give the proper estimation to the shade, however, it is implemented in international
practice. Often it is estimated by the index of unpaid taxes to current GDP. It enables to estimate the
concealed real revenue and product life cycle and get the real picture of the economy. On the contrary
we will have the distorted picture of the economy: the real size of GDP is distorted because the
uncounted portion of goods and services for satisfaction of public needs is not accounted while
determining GDP.

The inclusion of the shade indicator in GDP will limit the possibility of various speculations of
the GDP indicator on the growth of the economy, increase of tax rates, reduction of shade etc. which
in its turn will allow to calculate the state tax burden, to assess the possible tax revenues and/or tax lost
revenues. Such approach will promote the abolition of monopolies in Armenia and the formation of an
open competitive economy [8:86]. If the shade/GDP ratio is clearly calculated and formally adopted,
then ... it will mean that the economic policy of Armenia should be revised and the tax field should
be changed” [9], where the shade/GDP ratio along with the tax/GDP ratio should be key index and
should be viewed as a target indicator of the fight against shade. The indices of tax potential, collected
revenues and unpaid taxes are also important here. It means that all of these criteria must be formally
adopted, calculated, published and circulated. This approach should be a key component of the fight
against corruption and shade.

One more important point is noted in the fight against corruption: as we see in Table 1, the
estimations of various international sources on corruption are quite different. It can be supposed that
this is due both to the methods used in evaluating corruption and to the factors and criteria selected for
evaluation. This obviously complicates the objective and complex identification of the developments
of corruption, their manifestations and existing problems. This is particularly relevant to Armenia as
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regulated assessments and analyzes of corruption and shade are not formally carried out yet. And their
assessments by researchers and stakeholders are mostly sectoral with serious deviations from current
regulations and/or sometimes contradict them. For example, in the analysis of corruption and shade
economy in Armenia there is an inverse dependence in certain cases: in case of the growth of the
shade economy there is a decline in corruption and vice versa [5: 178]. Taking into account that the
possibility of such developments practically tends to be zero, we may only suppose that the results of
such analysis may be due to either the lack of information or methodological misunderstandings.

So we can conclude that the task of clarifying the methodology of calculation of “shade” and
corruption and the balance between them is very severe today in terms of regarding the totally
objective estimation of corruption and “shade” and their impact on the social-economic situation of the
country and, consequently, as a guarantee of proper diagnosis and correct solutions of the situation.

Such an approach will enable to totally estimate the economic situation and make the policy of
the country more targeted, and, at last, to terminate the doubts towards the estimation of the index
and/or limit the chance of their manipulations.

In addition it should be noted that the experience of different countries has shown that the best
result in the process of assessing and calculating tax potential and shade can only be achieved through
joining the efforts by state legal authorities and through mutual understanding and effective
cooperation of state and society as an effective means of fight against corruption.

According to the Survey on Corruption among those with higher education in the Republic of
Armenia -, 60,9 % of respondents consider corruption to be very topical in Armenia and 23,9%
consider it to be topical thus considering that there are more important issues, 2,2% do not consider it
topical at all and 13% find it difficult to answer the question. 39,1% of respondents definitely criticize
those corrupted, 28,2% criticize more than agree with, 17,4% are more indifferent than to criticize and
15,2% does not criticize such people at all. 37% of the respondents clearly criticize the people who
initiate corruption and do it and 10,9% do not criticize such people at all. 69,6% of the respondents
consider the level of corruption in Armenia high and 19,6% - very high. 54,3% of the respondents
believe that the level of corruption will decrease in the near future, 17,4% - it will decrease
significantly, 21,7% think it will not change and 6,5% find it difficult to answer this question. The
results of the survey create a rather contradictory picture. On the one hand, the level of corruption in
Armenia is considered high, but there is no general intolerance regarding the practice of corruption
and on the other hand, they believe that the level of corruption will decrease in the near future. This
means that there is still no clear attitude towards corruption in our country which implies consistent
work by the state and public level to realize the danger of corruption and to create an atmosphere of
public intolerance in the country as a key component of the fight against corruption.

Conclusion
Summarizing, we can say that corruption and the shade economy in Armenia have systemic
character with serious structural problems which means that the fight against corruption and shade
economy must be systemic as a priority for structural reforms. The experience of foreign countries
shows that in order to rise the level of effectiveness of the fight against corruption the policies adopted
by these countries are developing in one direction with the establishment of an independent anti-
corruption institutional body that will regulate the implementation of all measures aimed at reducing
corruption.
We suggest creating an anti-corruption strategic plan among the fighting activities noted in
Armenia which will have
» organizing and implementation of activities of certain events,
»  monitoring and evaluation of the project,

“ The survey was done by their own initiative. The targeted group were people with higher education.
Questionnaire was formed by the authors of the following book —Levakin I. V., Okhotskiy E. V., Okhotskiy I. E.,
Shediy M. V., «Anti corruption activities», manual and practice for baccalaureate and specialists /under editing of
E. V. Okhotskiy, 3" edition, M., publishing house Yourite, 2018.
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» summarizing the reports on the progress of the implementation of the project etc.
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<u3uusuuvnru unNrkMShNL HrusdNPNrULENP 46U MU3LUNh
Uh cure uhrnsunnruverhr UWUbLL

U.U. Uwpppbljwt
Gplwuph wEypwwt hwdwuwpw

Unnnuyghwt  wjuop  hwdwpynd £ dwdwuwlwlyhg  wouwphh  wnwugpwihu
hhduwfuunhpubphg dtyp, hugnd £ wwjdwuwdnpywd £ npw nbd wwjpwph Yupbinpniejniup:
Cwjwunwunwd  unyuwbu  Ynnnuyghnt  qupqugnuiubipp pwjwlwu  dunwhnghy  Gu: Quwjwd
wnwpwdwonowuwihu  Gpypubiph  hwdbdwwn  <wjwuwnwuh  Ynnnuyghwih  hwpwpbpuwywu  jwy
qunplwuwjhtu nhppht, wjunwdbuwiuhy, Ynnnuwghwih hwdwfuwphwiht dhoht guwhwwnwlwuhg
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wju nbnbu pwjwlwu gwdp b Uw tpwuwynd k, np <wjwunwund' npwbu Ynnnuwyghwih nbd
wwjpwph tywwwlwihtu swihnpnghs wbwp £ uwhdwub] Ynnniyghwih hwdwofuwphwipu dhohu
quwhwwnwlwuhg  pwpdp Gdwiht gnigwupy, U Ynnnuwyghwih nbd  wwjpwph hhduwlwu
futnhputiphg dbyp nhuwplyty Yennuyghwih hwunwgh nue bwywnwlwiht gnigutpgutiph dhol
wnlw 6bnph hwnpwhwpndp: <nnudwoénd ubipyuwywgyb) Gu <wjwunwund Ynnnuwyghwih ntd
wwjypwnh hhduwywu ninnnieniuttipp b ulgqpniupwiht dnintigndubipp:

Pwuwih pwnbtp.  Ynnnuyghw, hwlwynnniwyghnt dpwanbip, unybpwjht  nuwmbunienty,
hwplywjhtu ynwbughw|, unybiph gnigwuh, nunbuwywu Ynnniyghw, wwjpwnp Ynnniwyghwih ntd,
Ynnnuyghwih  Jupwugwihu  nhpp, Ynnnuyghwih hwdwfuwphwiht  dhohti  quwhwunwyw,
Ynnniyghwjh puudwu hunbpu:
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OCHOBHBIE HAITPABJIEHHUA U ITIOAXOAbI BOPHBbI ITPOTUB
KOPPYIILIUA B PA

A. C. Capubexsin

Epesanckuii 2ocyoapcmeennblii yHugepcumem

Koppymnuus cerogusi cuuraercss OAHON M3 KJIIOYEBBIX MPOOJIeM B COBPEMEHHOM MHpE, YeM U
00ycioBIeHa Ba)KHOCTh OOpbOBI MPOTHB Hee. B ApmeHunu takxe 00opbOa NPOTUB KOPPYIILUM CTajla
aKkTyanpHOM. HecMOoTpst Ha OTHOCHTENHHO XOPOIIYI0 PEHTHHIOBYIO MO3UIMIO KOPPYIIMH ApMEHHH
[0 CPaBHEHMIO C TEPPUTOPUAIBHBIMH CTpPaHAMH, OHA HaMHOTO HMXKE CpeJHEeH BCEMUPHOM OLIEHKU
KOppyHLMU. DTO O3HAa4YaeT, YyTo B ApMEHMH B KadyecTBE LEJICBOW KpUTEpUH OOpbHOBI NMPOTUB
KOPpYIILMH HYXHO yCTaHaBJIMBATh I10Ka3aTelb BBHIIIE CpeIHEHl BCEMHPHOW OLIEHKH, W OJHOW W3
OCHOBHBIX Mpo0JeM OOpbOBI NMPOTHB KOPPYILUH PAacCMaTpUBATh INPEOAOJICHHE CYILECTBYIOLIETO
paspbiBa Mex1y (HaKTHUECKON U 1IEIeBOI MOKazaTelssMi KOPPYIIMHU. B cTtatbe Takke TpeacTaBleHbI
OCHOBHBIE HAPaBJICHUS U MPUHIUIHAIBHBIE TIOJX0bI OOpbOBI MPOTHB KOPPYIIIMK B ApMEHUH.

KioueBble ci10Ba: KOppynuus, TeHEBass SKOHOMHKA, 60pb0a MPOTUB KOPPYILHH, PEUTHHTOBas

MIO3ULMS KOPPYIILUH, CPEIHSIA BCEMUPHAs OLIEHKA KOPPYIILUH, HHJIEKC BOCIIPUSATUS KOPPYIILUY.

Lbpywywgyty &' 11.07.2019p.
Spwiunudwu k ninupyyb)' 16.07.2019p.
Bpwotuwynpyby k nywgpnipyut’ 12.12.2019p.
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