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STRATEGIC DIRECTIONS TO OVERCOMING CORRUPTION:  

FINANCIAL AND LEGAL PERSPECTIVES 
Abstract. Corruption was always intrinsic to all types of economy, but the most developed 

countries had the smallest level of corruption and this rule worked opposite. But recently, the scope 
of the problem has increased and changed sharply around the world. This negative phenomenon in a 
long run is absorbing almost all executive branches. So, the article is devoted to analyzing the main 
spheres and areas of corruption. Results showed that many countries have high rates in a corrupted 
society. The article shows the reasons and roots of corruption behavior. Regression analysis for the 
Rule of Law Index and corruption indicators is carried out with a focus on the relation between 
ROL Index and CPI, GCI. The direct link between ROL Index and CPI is confirmed empirically  
(R2 = 0,9155). Also, an indirect link between ROL Index and GCI (R2 = 0,9294), ROL Index and 
ESG Index is confirmed (R2 = 0,7209). The main recommendations was given to develop and 
implement the integrated anti-corruption technologies in the tangent spheres: public administration, 
local self-government, justice, education and medicine, et. Major approaches that define the rule of 
law were clarified with the aim to prove the interaction between non-compliance of rule of law and 
the appearance of corruption as a phenomenon. It is considered that the rule of law and human 
rights are two sides of the same principle that defines the freedom to live worthily without corrupted 
actions that destroy people’s independence firstly from the shadow economy and secondly from 
dishonest behavior from different dependent officials. 

Keywords: rule of law, corruption, correlation, Corruption Perceptions Index, Rule of Law 
Index, Environmental, Social and Governance Index, Global Corruption Index. 
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Introduction. Corruption is a multidisciplinary phenomenon that scholars from different 

disciplines have analyzed for a long period of time. There are corruption studies in law [1—3], 
finance [4—9], economics [10—15], international business [16—18] and environment [19—23]. 
However, all these manifestations of corruption are somehow related to the quality of institutions 
and rule of law.  

General problems overview. In the long-run corruption makes people’s life worse and 
contradicts the main principle of the rule of law. Corruption occurs when people who get money for 
their work from the state budget (salaries), give or take money, gifts, or services and abuse by their 
official position, use their influence for the sake of their personal gain or they show, for example, 
protectionism.  

Corruption does not involve the transfer of money or gifts necessarily, but it always presses 
abuse of official position in personal interests. There are two basic points of corruption, first one 
stresses that corruption is exogenous and the other — endogenous to the political process. But 
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scientists have proved undoubtedly [24; 25], that all types of corruption are intrinsically related to 
rule of law. Weak compliance with the rule of law implies a high level of corruption and vice versa. 
According to the authorities of the World Bank, rule of law is one important dimension of 
governance in the control of corruption [26; 27]. Before many governments, a martyred dilemma is 
arising in the question of how to prevent corruption and protect the rule of law. As corruption is 
very hard in position to measure the world practice gives three composite indicators in this field: 
CPI1, Eurobarometer2, and WGI3. According to those indicators, the level of corruption in many 
countries has increased rapidly over the past three years. It causes significant losses in the global 
economy, approximately $3,6 trillion dollars every year and 1 in 4 people worldwide have had to 
pay a bribe [28].  

Figures around the EU also show shocking results (Tabl.). 
Table 

Loses from corrupted actions in the European countries 
Countries GDP loses, billion 

/ year, € 
% 

GDP Countries GDP loses, billion / 
year, € 

% 
GDP 

Austria 10,4 4,0 Estonia  1,6 8,2 
Belgium  21,0 6,0 Finland  3,9 2,5 
Bulgaria  11,0 14,0 France  120,0 6,0 
Croatia  8,5 13,5 Germany  104,0 4,0 
Cyprus   2,0 8,0 Greece  34,0 14,0 
Czech Republic 26,7 12,0 Hungary  20,0 11,0 
Denmark  4,0 2,0 Ireland  5,4 4,0 
Italy  237,0 13,0 Latvia  3,4 13,0 
Lithuania  4,4 11,0 Luxembourg  0,687 2,0 
Malta  0,725 8,65 Netherlands  4,4 0,76 
Poland  65,7 12,6 Portugal  18,2 7,9 
Romania  38,6 15,6 Slovakia  11,0 13,0 
Slovenia  3,5 8,5 Spain  90,0 8,0 
Sweden  9,4 3,0 UK  41,2 2,3 

Source: compiled by the authors based on [29]. 
 

The amount of losses is considerable — €904 billion across the EU hit to GDP, these 
financial resources might be used for various reasons such as the COVID-19 prevention, 
unemployment, healthcare, housing, sickness and disability, policing, education, and poor families. 
In conclusion, it must be stated that corruption appears as one of the dominant factors which cause 
the world financial crises, and to overcome it, there must be followed three main positions — 
tackling the crisis of democracy, promoting rule of law, and fighting corruption [30; 31]. Such 
conditions cause expressions of interest from many scientists and researchers so the theme of the 
investigation remains to be relevant.  

Literature review. The theoretical approaches in studying the influence of the rule of law 
on different social and juridical spheres were indicated in many scientific types of research. Rule of 
law and corruption are intrinsically related. The researches that a weak rule of law implies a high 
level of corruption is supported by N. Leff, S. Huntington, B. White, A. Elbasani, S. Sabic  
[32—36]. According to H. F. de Mendonça & A. O. da Fonseca, in countries with a high level of 
rule of law, no one is above the law and thus the corruption can decrease [37].  

Many scientists (S. Stewart, N. Subedi, A. Lopez-Claros, V. Tanzi, O. Dluhopolskyi, H. Yu, 
A. Guernsey, C. Pring, J. Vrushi, A. Zhukovska) are studying the meaning of the rule of law as a 
separate process as well as in contest of corruption [12; 13; 25; 26; 30; 38—40]. Scientists and 
researchers of international organizations (A. Peters, S. Rose-Ackerman, T. Corothers) also make 

                                                            
1 CPI — Corruption Perceptions Index. 
2 Eurobarometer — explore the perception and the experience of corruption among EU citizens. 
3 WGI — Worldwide Governance Indicators. It reports aggregate and individual governance indicators for over 200 countries 

and territories over the period 1996—2018 for six dimensions of governance and two of them are the most important for 
conducted research.   
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massive contributions to methodology developments related to the question of how to overcome 
corruption according to the main principles of the rule of law [2; 6; 7; 36; 41]. 

Research methodology. The authors used generalized scientific methods for theoretical and 
empirical research. The research questions of the study were chosen by using a survey method. The 
main motivation for this research was the rapid increase in corruption levels around the world and 
the fact that the fight against it becomes more expensive. Many researchers prove that it is hard to 
select appropriate methodology in measuring levels of corruption and the role of law since both are 
immeasurable. But the perception of both factors is possible to measure. Actions that can be taken 
to reduce a corruption level could not be seen separately from the reform of the state role using 
managerial methods and adhering to the basic principles of the rule of law. The last one is intrinsic 
for a stable and democratic society, social justice, and freedom, but these indicators are 
exceptionally low in a corrupted society. Nowadays corruption is becoming a threat to the rule of 
law.   

The purpose of the article consists of recommendations on how to keep the basic principles 
of the rule of law in the process of struggle against corruption based on the analysis. Theoretical and 
methodological research is fundamental in regularities cognition of principles in corruption struggle 
and some general scientific and specific methods that allow investigating in detail the meaning of 
the rule of law. In the process of research, the following methodological methods were used: 
scientific abstraction — for the formulation of theoretical generalizations and conclusions regarding 
the rule of law; analysis and synthesis — for studying the nature of corruption, the establishment of 
trends in corruption regularities; economic-statistical analysis — for grouping of reporting and 
previous data concerning the corruption in the world (list of 115 countries), construction of 
correlations between indicators of corruption (CPI, GCI) and Rule of Law Index. 

Research findings. The importance of the rule of law is worldwide known. The term «the 
rule of law» is often used in different ways because it is difficult to define only one meaning. It is 
hardly ever when time is passing without mention of the rule of law by politicians, scientists, and 
commentators even in countries where the principles of the law are different from the ones of 
democratic countries. Magna Carta states «No freemen shall be taken or imprisoned or disseized or 
exiled or in any way destroyed, nor will we go upon him nor send upon him, except by the lawful 
judgment of his peers or by the law of the land» [42; 43]. It is necessary to admit that the rule of law 
is very important for the community in any type of society. J. Madison proved «if men were angels, 
no government would be necessary. In framing a government which is to be administered by men 
over men, the great difficulty lies in this: you must first enable the government to control the 
governed, and in the next place oblige it to control itself» [44]. 

All countries have their understanding of the rule of law and the most developed countries 
perceive it as freedom in democracy. E. C. Stanton underlined «To make laws that man cannot and 
will not obey, serves to bring all law into contempt. It is very important in a republic that the people 
should respect the laws, for if we throw them to the winds, what becomes of civil government?» 
[45]. To understand better the rule of law it is important to compare countries where some people 
are above the law and other ones who follow «the rule of law». Countries with total monarchy have 
several people who are above the law. They make the law and the last one does not apply to them. 
Such system got the name «the rule of man or woman». Countries with the rule of law give 
individuals many rights; they understand them and try to avoid breaking the law. But the most 
important option is that no-one is allowed to do things against the law. Governments and authorities 
also must obey the law.  

Each nation has its approach to the interruption «the rule of law». For the United Nations, 
the rule of law refers to «a principle of governance in which all persons, institutions and entities, 
public and private, including the State itself, are accountable to laws that are publicly promulgated, 
equally enforced and independently adjudicated, and which are consistent with international human 
rights norms and standards. It requires, as well, measures to ensure adherence to the principles of 
supremacy of law, equality before the law, accountability to the law, fairness in the application of 
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the law, separation of powers, participation in decision-making, legal certainty, avoidance of 
arbitrariness and procedural and legal transparency» [46]. 

To define «the rule of law» it is necessary to understand the purpose of the law. The rule of 
law has several purposes, as described by R. Kleinfeld, «making the state abide by the law; ensuring 
equality before the law; supplying law and order; providing efficient and impartial justice; 
upholding human rights» [41]. The essential elements of the rule of law are the law’s autonomy and 
universality. But it could be defined as the other elements as was described in Fig. 1. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

Fig. 1. Elements of the rule of law 
Source: compiled by the authors based on [40]. 
 
N. Subedi admitted three major approaches that define the rule of law (Fig. 2). S. Stewart 

also indicated three main principles of the rule of law (Fig. 3) which were adopted in the world 
literature.  
 

 

 
Fig. 2. Major approaches which define the rule of law  

Source: compiled by the authors based on [39]. 
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Fig. 3. Principles of the rule of law  
Source: compiled by the authors based on [38]. 

 
Corruption has a direct influence on the infringement of the rule of law. Black’s law 

dictionary gives a further explanation of corruption: «The act of doing something with the intent to 
give some advantage inconsistent with official duty and the rights of others» [47]. Corruption could 
be defined as a global phenomenon, but it does not affect all countries in the same way. It relates to 
human rights and human wealth. According to the economic theory, there have been developed two 
basic points of corruption, one opinion tells us that corruption is exogenous and the other one — 
endogenous to the political process [13]. 

Another theoretical view identified three basic types of corruption: corruption for the 
acceleration of processes, administrative corruption, and «state capture» [48]. In world practice, it is 
described two types of corruption (Fig. 4). 

 

 

Fig. 4. Types of corruption 
Source: compiled by the authors based on [49]. 

 
Corruption can be value by R. Klitgaard formula (1) [24]:  

Corruption = Monopoly + Discrection — Accountability.          
Corruption has been attracting a lot of attention around the world for many years. Lots of 

shreds of evidence prove that corruption appeared thousands of years ago. But recently the scope of 
the problem has increased. Like all processes in society, this one is equal to demand and supply. 
Many factors have a direct connection to the level of corruption [25]. It is not possible to indicate 
the level of corruption exactly. Many critics indicate that fighting against corruption cannot be 
effective without reform of the role of the state. Corruption isn’t a new phenomenon that appeared 
in the modern world. Lots of ancient scientists wrote about such problems — «Kautilya 
Arthashastra», Dante, Shakespeare, even in American Constitution there was stressed that it is one 
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of two crimes that can lead to the impeachment of the USA president. V. Tanzi mentioned that there 
is more corruption than in the past [25].  

There could be several factors that can have a direct influence on the increasing level of 
corruption. It is very important to make distinctions between the consequences and causes of 
corruption. Some authors excrete the most considerable corruption causes [50]: recruitment, 
salaries, judiciary, press freedom, cultural determinants, size and structure of government, 
democracy and the political system, quality of institutions, extend of competition, the endowment of 
natural resources and cultural determinants. Democracy also plays the important role in this context. 
Countries with high democracy levels have big governmental sizes that can decrease the level of 
corruption and it will work the opposite. Democracy is always more vulnerable to charges of 
corruption than other types of government. 

Many investigations denoted that the level of corruption is high in developing countries and 
it depends on the role of government and hard process for opening business through different 
permitting and regulations (for example, licenses, permits, and authorization). Officials get 
monopoly power to authorize these actions and they can refuse to fulfill their obligations or set the 
decisions for several months or even more.  

To get the necessary documentation or accelerate the decision-making process many people 
try to give bribes to officials. The level of wages, which civil servants get, became one of the main 
reasons for the proliferation of corruption (Fig. 5). 

 

 

Fig. 5. Corruption curve (corruption dependence from level of wages) 
Source: authors own elaboration. 

 
Corruption can be called a reflection of a country’s economic, legal, cultural, and political 

institutions’ well-being. A high level of wages causes decreasing in corruption and a low level of 
wages causes increasing in corrupted actions. But it is not a stable meaning. Some scientists prove 
that increasing wages could be only the second point in managerial tasks, as those who will 
continue to be involved in corruption acts may demand a higher number of bribes. In the opinion of 
J. Kaye & P. van Veen [51]: «Bribery is the offering, promising, giving, accepting or soliciting of 
an advantage as an inducement for an action which is illegal, unethical or a breach of trust». And 
one of four people around the world pays bribes. L. Alvarez and others made difference between 
two similar meanings: «Bribery — the practice of offering something, usually money, in order to 
gain an illicit advantage. Gift — something that is bestowed voluntarily and without compensation» 
[52]. Corruption can occur in different types, in different forms, at different levels within 
organizations, and in many circumstances (Fig. 6). 
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Fig. 6. Areas of corruption 
Source: authors own elaboration. 

 
If to state about human rights it could be necessary to show the real scope of corruption 

influence on them (Fig. 7). 

 

 
Fig. 7. Influence of corruption on people’s rights 

Source: authors own elaboration. 
 
The Corruption Perceptions Index (CPI) measures «the perceived levels of public sector 

corruption worldwide based on expert opinion from around the world» [53]. The CPI uses a scale of 
zero (highly corrupt) to 100 (very clean). According to 180 countries that were included in the 2019 
CPI report, countries with the richest income have the lowest level of corruption and vice versa. 

Rule of Law Index (ROL Index) measures adherence to the rule of law by looking at policy 
outcomes, such as whether people have access to courts or whether the crime is effectively 
controlled. The four universal principles of rule of law (accountability, just laws, open government, 
accessible and impartial dispute resolution) are further developed in the following eight factors of 
the ROL Index: constraints on government powers, absence of corruption, open government, 
fundamental rights, order and security, regulatory enforcement, civil justice, and criminal justice 
[54].  

Fig. 8 display the regression between levels of CPI and ROL Index. The link between these 
indicators is direct and very strong (R2 = 0,9155). This means that in countries with strict rules of 
law, tolerance of corrupt behavior among the population is minimal. 
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Fig. 14. Strategic elements for evaluation the risk level of corruption in society 
Source: authors own elaboration. 
 
Discussion. Since the theme of research is widespread in scientific circles there are unlimited 

objects for further investigation in narrow and wide directions. The current study is not free from the 
limitations, as this research focuses on the date appointed for corruption measure and explanation of 
the connection between the rule of law and level of corruption, both terms are not acceptable to exact 
measurements. Future studies and research in this field, recommendations, and exact conclusions will 
be very important for all countries of the world. But they will be effective only if each person should 
protect their own rights by fighting against corruption because it destroys people’s rights. This 
suggests that there must be feedback between scientists, state authorities, and the population. 

Conclusions. The direct link between ROL Index and CPI is confirmed empirically. Also, 
an indirect link between ROL Index and GCI, ESG Index is confirmed. The rule of law is a more 
theoretical than practical approach to forming law regulation in each country. It shows the influence 
of law in society. A country with a high level of corruption cannot have a status where the rule of 
law is a priority. Corruption occurs when people who get money for their work from the state 
budget (salaries), give or take money, gifts, or services and abuse by their official position, use their 
influence for the sake of their gain or they show, for example, protectionism. Corruption does not 
necessarily involve the transfer of money or gifts, but it always presses abuse of official position in 
personal interests. The important factor in preventing corruption is improving activities on the 
social level. More attention should be paid to the messages from citizens, the media, results of 
sociological research on corruption acts, and other unlawful actions of officials, the prevalence of 
corruption in individual departments. It is worth developing and implements integrated anti-
corruption technologies and pronged strategies in the main spheres: public administration, local 
self-government, justice, education, and medicine.  
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