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Yelena G. Popova'
INTERDEPENDENCE OF SOCIAL MODEL
FACTORS AND CORRUPTION

The research reveals the dependencies between the corruption level and the factors of social
system. The countries are divided according to the adopted social model; the detected dependencies
vary in different models.
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Ouena I. ITonoBa
B3AEMOS3AJIE2ZKHICTb YNMHHUKIB
COLIAJIBHOI MOJIEJI I KOPYIIIIIT
Y cmammi eusaeaeno 3asexwcnocmi mixc pieHem Kopynuii ma HUHHUKAMU COUIAAbHOT
cucmemu. Kpainu nooiaeno 3a npunyunom cmeopenoi couiaivHoi mooedi, 0CKiAbKu 6 Kpainax 3
PIBHUMU COUIAAbHUMU MOOCAAMU 3AAEHCHOCHI 3HAMHO PIZHAMbCA.

Karouosi caosa: kopynuyis,; coyianbha mooenb; CIMamucmu4Hi 3a1e)CHOCMI; peepecis.
Taba. 3. Jlim. 16.

Enena I'. ITonoBa
B3ANUMO3ABUCUMOCTD PAKTOPOB

COIIMAJIBHOU MOJAEJIN U KOPPYIIIINU
B cmambe 6via6.1enbt 3asucumocniu mexcoy yposHem KOPPpYRuul u haxmopamu couuaibHot
cucmemot. Cmpanvt nooeaeHvt nO NPUHUUNY CO30AHHOU COUUAABHOU MO0eAU, NOCKOALKY 6
CIMPAHAX C PABAUMHBIMU COUUAALHBLMU MOOCAIMU 3AGUCUMOCHIU 3HAYUMEALHO PA3AUHAIOMCSL.
Karouesvle caosa: koppynuyus; cOyuanbHas Mooeb;, CMamucmu4eckue 3a6UCUMOCMU; pe2peccus.

Problem statement. The World Bank defines corruption as an abuse of public
office power for private gains (2007). The problem of corruption is common for all
countries, since they have the situation of opposing private interests and power of
authority.

Corruption is a result of management inefficiency or wrong public relations and
creates new problems in these areas. As a result, the world faces the expansion of
existing and the appearance of new forms of corruption. The defects of management
give birth to new defects. Corruption has become an institutional trap. People sup-
pose that the cost of corruption is lower than the price of fighting it. As a result, many
countries condemn corruption on paper, but do nothing in fact.

Social sector presents the clash of interests of population and officials in all
countries and is the most susceptible to corruption. Corruption forms wrong eco-
nomic relations violating the fundamental laws of economic development. The level
of corruption is different in all countries. It is impossible to determine the level of cor-
ruption according to the economic development of a country, for example, corrup-
tion in Uruguay is lower than in France (TI, 2012).

Literature review. A great deal of researches is dedicated to corruption showing
different approaches to it. Leff (1964) and Friedrich (1972) think that corruption can
facilitate and enhance economy via catalysing business and investments.
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Rogers (2008), Haque and Knellar (2007) suppose that social system gives most
possibilities for corruption. Abed and Davoodi (2000) show that corruption increases
income inequality: a one-standard deviation increase in the growth rate of corruption
reduces income growth of the poor by 7.8% a year. Rose-Ackerman (2008) argues
that corruption also tends to distort the allocation of economic benefits leading to
inequitable income distribution. Mauro (2002) states that corruption level has direct
effect on health and education expenditures, reducing them significantly, since these
projects offer few opportunities for rent seeking. Gupta et al (2000) show that cor-
ruption reduces the level of social spending, fosters education inequality, causes
unequal distribution of land.

However, Filmer and Pritchett (2001), Kaufmann et al. (2003) do not find any
statistical validation that a considerable increase in investments in healthcare has any
significant influence on the indicators of population health.

Gupta and Verhoeven (2006) consider the probable significant dependence
between increased investment in healthcare and population health indicators really
exists, and these investments effectively decrease child mortality and increase life
expectancy; the level of child mortality is lower in the countries with low level of cor-
ruption and high administration quality.

Grekoft (2013) explains these differences in the statistical analysis interpretation
by the fact that there are different situations with corruption in different countries.
Different countries demonstrate different efficiency of government administration.
The countries, investing in their healthcare systems directly, have better health indi-
cators than other countries where government administration and investment man-
agement are not well established.

The research objective. There are numerous researchers developing the relation-
ships between corruption and other factors but there are practically no researches
devoted to describing corruption in terms of social models. The research goal is to
discover the impact of corruption on indicators grouped according to the social
model adopted within the country.

Presentation of the research materials, methodology and key findings. The meth-
ods of qualitative content analysis, grouping, comparison and analysis have been used
for determining the social models and the factors significant for these models.

The empirical analysis is based on the Corruption Perception Index (CPI) by
Transparency International (TT). CPI ranges from 0 to 10; 10 indicates that a coun-
try is practically clean from corruption; the lower the index value is, the more cor-
rupted the country is.

The statistical analysis, correlation and regression analyses are employed for
determining the interdependent factors.

There are 4 social models, functioning on the territory of the European Union;
however, only the two of them, Continental and Scandinavian, are the objects of this
research. The main principle of Scandinavian model is egalitarianism; Continental
model is used in the majority of European countries, its principle is social protection
for people who have already been present at the labour market and have accumulat-
ed funds. Continental model is used in many European countries; Scandinavian
model is especially efficient (Strelchonok and Popova, 2012).
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The statistical data for 7 years (2005—2011) provided by the Eurostat (2013) have
been used for regression analysis. All government expenditures have been taken per
capita.

The detected problem for regression analysis implementation: not all countries,
presenting the Continental social model, have the same level of economic develop-
ment. To overcome it the countries within the Continental model are divided into 2
groups — well-developed countries (Cont.I) and less developed countries (Cont.II)
(the division was performed by the level of GDP per capita). France, Germany, the
Netherlands, Austria, Czech Republic, Poland present Cont.I, and Hungary,
Estonia, Latvia, and Lithuania — Cont.II.

The first stage of analysis: construction of correlation matrices for the models.
Second, the factors with the correlations above 0.7 have been selected, and the data
for models have been compared.

Scandinavian model has demonstrated low levels of correlations, and the most
important thing is the absence of high correlation of the corruption factor with any
other factors. Scandinavian model is the most favourable one for human capital
development, the efficiency of all investments in social spheres is very high.

Cont.I model unexpectedly presents the greatest number of factors, demonstrat-
ing correlations between corruption and other factors (Table 1).

Table 1. Correlation of factors

Factor Value
Expenditures on education 0.9168
Quintile coefficient -0.875
Expenditures on R&D 0.859
Level of employment 0.788
Social expenditures 0.8235

Cont.IT model shows the correlations between corruption and expenditures on
poverty, the value is -0.758.

Next stage: the regression analysis is to determine the factors for which the cor-
ruption factor is significant. The research is taken for the countries, grouped by the
models. The results of regression analysis are presented in Tables 2—4.

Table 2. Scandinavian model, regression types

Corruption
R? Type
Norway 0.553 pol
Sweden 0.125 log
Iceland 0.987 pol
Finland 0.715 pol
Denmark 0.824 pol

Corruption presents a polynomial regression type for these models, but the qual-
ity of regression models represented by R? is very different. The greatest deviation for
Scandinavian model is done by Sweden. The corruption index for this country is not
the highest one but the most stable one for all the examined years, practically without

any fluctuations. The model Cont.I presents relatively smooth deviations of R? indi-
cator; the biggest deviations are presented by the Netherlands and Germany. The
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model Cont.II presents very low values of R* for all the countries, the regression
model explains very rare cases of deviations for this model. Corruption is also a sta-
tistically significant factor for the level of poverty for this model. R values for the
poverty factor are high. These countries present the highest level of corruption and
the highest level of poverty. These facts are interconnected, according to the regres-
sion model; the population of not well-developed countries with Continental social
model suffer from the high level of poverty if there is a high level of corruption.
Interesting results are demonstrated by the countries of Cont.I model. Corruption
index is statistically significant factor for Quintile coefficient, social expenditures,
employment level and expenditures on education and R&D. Quintile coefficient
shows the stratification of society, and it is expected that the level of corruption is one
of the determinants of this stratification. Relations between corruption and employ-
ment are also evident: corruption influences possibility of business development, and
creates direct relation ships with the level of employment in the country. The most
significant effect of corruption from the point of view of social model is on the expen-
ditures on healthcare and education.
Table 3. Cont.l, regression types
Q;“;tfﬂe SOC/exp | R&D/exp | ED/cap EMPL
R*> |Type| R?® | Type| R®> [Type| R® |Type| R® | Type| R®> |Type
Netherland | 0.65 | pol | 0.544| pol |0.875| exp | 0.57 | pol | 0.936] exp | 0.847 | pal
Germany | 0.64 | pol | 0.727| pol | 0944 | exp |0.949| pol | 0.969| exp | 0975 pd
Austria 094 | pol |0.445] power | 0993 | exp |0.928| pol |0.995| exp | 0943 | pd
Czech Rep. [ 0895 | pol | 095 | pol |0.933| pol |0.676| pol | 0.53 | pol |0.451| pd
France 0.867 | pol |0.771| pol | 0977 | exp | 0.988| pol | 091 | exp | 0449 | pd
Poland | 0968 | pol | 095 | pol [0.993| exp |0.995| pol |0.586| pol |0.968| pol

Corruption

Table 4. Cont.ll, regression types

Corrupt Poverty
R? Type R? Type
Estonia 0.506 pol 0.563 pol
Lithuania 0.134 pol 0.878 pol
Latvia 0.77 pol 0.904 pol
Hungary 0.098 pol 0.853 pol

The research results support the idea that corruption has a negative impact on
these spheres, and the adopted social model is important for determining this impact.

Conclusions and prospects for further research. The research has shown that
countries with different social models present different dependence between corrup-
tion and other factors of social system. The importance of corruption for the devel-
opment of social system is supported by many other researches. The novelty of the
research is the division of countries according to adopted social model; the obtained
results have supported this approach. The practical implementation of the research
results is possible via working out the set of procedures for fighting the corruption
according to the social model.
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