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ECONOMIC SECURITY AND THE FIGHT AGAINST CORRUPTION

student, group E-81 D. Harchenko

Each of us wants a good life. This desire has led to the emergence of such a
concept as a "consumer society" [1], which often ignores environmental issues [2-
17,21-60]. But one of the main problems plaguing the world is corruption. One way
to achieve a better life is to fight corruption. Countries are taking many steps, but
without a good legal framework it is impossible to tackle this problem.

It is believed that the biggest corruption area is public procurement. Statistics
show that even in developed regions such as the United States, Western Europe,
Japan and Asia, public procurement accounts for about 40 percent of all corruption.

Corruption in the public procurement system causes great losses in any country.
Losses of the state and society can be divided into the following categories: financial,
qualitative, quantitative, and political losses. Financial losses are the conclusion of
agreements on financial terms unfavorable for the state and society. An example is
overpricing. Qualitative losses are the conclusion of contracts in violation of
technical conditions, such as: supply of goods, performance of works or provision
of services of inadequate quality, insufficient requirements for quality control of
work performed or services provided, etc. Quantitative losses are defined as the
overstatement or understatement of the volume of supplies of materials or provision
of services in comparison with the required quantity, purchase of goods and services
for personal purposes of responsible officials, and not to meet government needs,
and so on. Political losses lead to a deterioration of the investment climate in the
country, the loss of public confidence in government agencies and the state as a
whole, a weakening of the economic and financial systems of the country and
violation of the principles of free competition.

I believe that in order to fight corruption in the field of public procurement,
countries need to fulfill the following tasks:

* analyze current laws;

sinvestigate the current problems of corruption in the field of public
procurement, their subjects;

« perform analysis and draw up a plan to combat corruption.

If we talk about Ukraine, we have a high level of corruption. In 2019, our country
ranked 126th out of 180 countries in the Corruption Perceptions Index [18, p.
15], compiled by Transparency International.

One of the main steps to combat corruption in Ukraine was the creation of a
single electronic system called "PROZORRO". On August 1, 2016, the Law of
Ukraine Ne922-VIII “On Public Procurement” of December 25, 2015 came into
force - this system has become mandatory for any procurement. [19]

In 2019, I worked as an intern at the enterprise. My main task was to prepare
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documents for participation in the tender. Therefore, I can say that this system has
disadvantages:Tenders often specify requirements for a specific supplier, as the
preparation of documents and product characteristics are prepared by the person. I
can give an example: a tender for the purchase of public transport in Kyiv. The
President of Ukraine Volodymyr Zelenskyi arrived at the Pivdenmash enterprise, and
an employee of the enterprise told him that the tender for the purchase of trams was
written for a foreign manufacturer, so he could not participate. The customer can
also write about the mandatory delivery certificate within two hours. This becomes
impossible for participants who are in other cities. Conspiracy between participants
cannot be ruled out.

To eliminate such illegal actions by bidders in the legislation of developed
western countries, precautionary measures are established. The most explicit
prohibition of collusion between bidders is in Canadian law. Section 47 of the
Competition Act of Canada [20, p. 34] explicitly prohibits bidding fraud, which is
defined as pre-arranged bidding or refusal of some potential bidders to bid. Fraud
with applications is punishable by up to 5 years in prison or a fine. Similarly, the
problem of collusion between bidders is solved in the legislation of the European
Union.Rejection of bids of bidders with a better price, if the bidder does not have
the necessary errors. Undervalued price of one of the Participants. In this
procedure, a participant may demand interest from other participants so that the
winner waives the victory. Also other options:

- delivery of low-quality goods at reduced prices;

- understatement of the price for one position with the highest price. Then, at
the end of the contracts, there is a letter about the absence of goods on the market,
or a significant increase in the price of this position, which leads to the termination
of contracts;

- delayed deliveries, waiting for the time when they will be able to make a legal
increase prices.

Ukraine has taken a big step towards overcoming corruption in public
procurement, but it is not perfect.

Therefore, the Law "On Amendments to the Law of Ukraine" On Public
Procurement "and some other legislative acts of Ukraine on improving public
procurement" of 29.08.2019 was adopted and entered into force on 19.04.2020. It
contains cardinal positive changes:

The customer must provide reports in the PROZORRO system on all
purchases worth 1 kopeck. The authorized person will be responsible for the
organization and conduct of the procurement procedure.

Electronic catalogs will be created in the system, which will work as an online store.
(Prozorro-market). The threshold of tender procedures has been reduced by 4 times
(purchases will be made through the transparent system from 50 thousand) This will
help bring a large number of purchases out of the shadows. The winning bidder will
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have 24 hours to correct minor errors. = Rejection of the bid of the bidder with an
abnormally low price (which is more than 40% different from the average bid
price).Introduction of a differentiated fee for complaints to the Antimonopoly
Committee. This will stop the unfounded appeal of a large number of procurements,
and hence their delay. This news solves many problems. But the questions remain
unresolved: Writing conditions for a specific participant. The introduction of a clause
on the rejection of participants with an abnormally low price does not solve the
problem if the tender is submitted to two participants: one with a market price and
the other with a dependent price. After all, the system determines the anomalous
price, which is based on data criteria for consideration of proposals.

To solve some problems I have the following suggestions:

1. In order to facilitate the Bidder's preparation for the tender, and the Customer
to consider proposals, do the following:

When registering in the system, Bidders download all statutory documents
(Statement, Charter, VAT certificate, information about the head, etc.), so as not to
prepare this package for each tender. In case of changes, the Participant must update
their data.

2. Introduce a system of blocking unscrupulous participants for a certain period
established by law. If the bidder had a violation during the bidding, or did not fulfill
the terms of delivery after signing the contract, the electronic system will block this
bidder when participating in the next bidding. (The new version states that a Unified
Register of Persons Who Have Committed Corruption or Corruption-Related
Offenses will be created).

3. The problem of minor errors can be solved by entering a template for
submitting documents to the PROZORRO system for any activity. Responding to
this template, the participant will not be able to submit their proposal, because not
all fields in the system will be filled (as in online stores), reducing the time required
to determine the winner of the tender. After all, buying vital drugs for 24 years is a
long time. I can state the following: in 2014, the Ministry of Health did not purchase
drugs for vital programs: oncology, hemophilia, cystic fibrosis, viral hepatitis,
tuberculosis, HIV / AIDS and others. People with hundreds of children's pairs of
shoes came to the Cabinet of Ministers demanding immediate tenders for the
purchase of drugs for government programs. They came to show that tomorrow,
young people and adults can die without receiving state-guaranteed drugs for budget
treatment programs.

If we talk about more developed countries, the United States and the EU use
electronic bidding and electronic reporting on public procurement. For example, in
the United States, all federal agencies must send procurement information worth
more than § 25,000 to the central federal procurement information system. This
information has been made publicly available for the last five financial years, which
promotes transparency in the bidding process, simplifies the detection of abuses and
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provides an opportunity to challenge the results of the bidding. In the EU today, two
models of e-procurement are used: 1) Centralized procurement - carried out by a
single public procurement body to meet general needs, i.e. customers entrust public
procurement on their behalf to a centralized body; 2) Decentralized procurement -
provides for independent procurement by customers, i.e. allows each customer to
purchase goods and services.

Thus, the authorities use various mechanisms to ensure the efficiency and
organization of the public procurement system in different countries. In international
practice, in order to avoid corruption risks in public procurement, various approaches
are used: psychological methods, technical methods, regulation of processes,
repressive means.
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