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Abstract. Among the important processes of any state that affect the economy of the country, 
privatization occupies the main place. Reforming the public sector in Ukraine is an important element 
in the development of economic potential, but it requires comprehensive professional support of the 
controlling and law enforcement structures by employees, as they are the guarantor of the rule of 
law and must ensure investors' confidence (including the United Nations International Monetary 
Fund) in the reliability of reforms in Ukraine. 

Taking into account the fact that the goal of alienation of state property is to increase the socio-
economic efficiency of production and raise funds for the restructuring of the economy of Ukraine, 
this process requires that all participants comply with the legal framework to achieve positive 
results. This is possible with the effective work of the competent state bodies and institutions that 
will monitor the strict implementation of the norms of the law and guarantee the prevention of 
unlawful actions. Countering illegal privatization is a kind of factor that affects the success of the 
transformation processes of state ownership and serves as a pledge to achieving specific goals in 
Ukraine. 
Keywords: illegal privatization, controlling and law enforcement bodies, harm to the state and 
society, illegal actions,  fight against corruption. 
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Introduction 
 

The purpose of the article is to reveal the negative aspects that hinder privatization and give them 
a description to ensure localizing negative consequences. The objective of the article is to reflect the 
need to intensify control and response measures of the competent state bodies in privatization 
procedures in order to prevent the facts of illegal reforming of state property. 
 
The presentation of the main material. It 
should be noted that, in general, the 
privatization issues are annually becoming the 
subject of research by various authorities. In 
particular, in 2013, the Institute of Sociology 
of the National Academy of Sciences of 
Ukraine monitored the attitude of citizens of 
Ukraine to privatization, as a result of which it 
was revealed that the attitude to the transfer 
of small enterprises to private ownership 
(privatization) was positive (35%), negative 
(32%), and 32% found it difficult to give a 
clear answer (at the same time, in the early 
1990s  56% of respondents were positive 
about privatization, and only 13% were 
against). Thus, the growing negative 
dynamics of this process was recorded. [1] 

As evidenced by data from a study 
conducted by experts of the Institute of Social 
and Political Psychology of the National 
Academy of Pedagogical Sciences of Ukraine 
in 2015, within the framework of the project 
“Ukrainian Society: Monitoring Social 
Changes”, the majority of citizens see the 
effective owner of enterprises in the state. The 
privatization of large enterprises in 1992 was 
negative for 31,6% of the respondents. For 
more than 20 years, the citizens of Ukraine 
have only become stronger in this opinion: 
more than half of the respondents (54,4%) 
have a negative attitude towards the transfer 
of state objects to private ownership. [2] 

A survey of the Ukrainian Center of 
Economic and Political Studies named after 
A.Razumkov in 2017 showed that the planned 
privatization in Ukraine is estimated by 
citizens as negative (49,9%), indifferent 
(12%), uncertain (25,7%), positive (12,4%). 
[3] 

In turn, foreign specialists from the public 
organization «Center for Economic Strategy» 
and «GfK Ukraine» (part of the international 
organization «Gesellschaft für 
Konsumforschung») studied the attitude of 
Ukrainians towards the privatization of state 
enterprises. A representative survey in 2017, 
using telephone interviews and focus groups 
on the reform in this area, identified some 
negative aspects. So, 74% of respondents 

agree that «under state ownership, 
enterprises are often stolen, which the private 
owner will not allow». At the same time, 86% 
are sure that «corruption in state-owned 
enterprises can be overcome without 
privatization, if there is a desire». [4] 

Taking into account the above, a 
sociological study «The Impact of Privatization 
on State Security» (an expert survey of 
experts and a survey of citizens) was 
conducted in 2018 in the Transcarpathian 
region, which identified promising directions, 
forms and methods for improving the 
protection of privatization processes. 
The method of expert survey obtained data 
from 82 respondents, in which it was proved 
that the study was conducted in order to 
increase the effectiveness of countering the 
processes of illegal privatization in Ukraine. 
We believe that, taking into account the 
growing sharpness and spread of shadow 
schemes in the privatization sphere, the 
analysis of the actual state of support of the 
process of privatization by controlling and law 
enforcement bodies will increase the 
effectiveness of counteraction to illegal 
processes. The purpose of the survey is to 
determine the effectiveness of law 
enforcement bodies in counteracting the 
processes of illegal privatization, to identify 
the main threats and objectives of unlawful 
encroachment, as well as to develop 
recommendations for the prevention and 
localization of actions aimed at disbalancing 
the state sector of the economy through the 
privatization sphere. 

Taking into account the results of work in 
this area, it became clear that during the 
activity most law enforcement officers did not 
record unlawful actions connected with the 
alienation of state property (31,5% - 
sometimes encountered), and the essence of 
this process was actually recognized without 
significant change (74,3% - somewhat 
changed), which explains their assertions 
regarding changes in the number of detected 
cases of illegal privatization (74,3% - on 
average remained unchanged). 



European Science 1/2019 69

European Science Law
 

When asked whether the range of subjects 
of the process of illegal privatization changed 
in the period from 2015 to 2018, the majority 
of respondents answered affirmatively (77,1% 
- new subjects of illegal privatization 
appeared), among them: intermediaries, incl. 
organizers of electronic auctions and auctions 
(60%), local councils, bodies of united 
territorial communities (20%), state bodies of 
privatization, incl. units of the State Property 
Fund of Ukraine, in the future - SPFU 
(11,4%), advisers on issues of 
denationalization (5,7%). 

According to the analysis of the Spirman 
correlation coefficient, there is a direct 
relationship between the emergence of new 
privatization subjects and the number of cases 
of illegal privatization (0,906 with an 
acceptable correlation value of 0,05). 

Correlation analysis by the Spirman coefficient 
also showed a direct relationship between the 
emergence of new entities of illegal 
privatization and the number of cases (0,511 
with an acceptable correlation value of 0,05). 
Summarizing the foregoing, we can state that 
the emergence of new subjects of illegal 
privatization has led to an increase in the 
number of cases of illegal privatization. 

Which  subject of illegal privatization 
causes the greatest damage to the state and 
society ( is the most dangerous and causes 
significant losses)? It was found out that the 
SPFU (its regional branches) causes 34,3%, 
courts - 21%, state property appraisers - 20% 
and ultimately non-residents - 8,6%. 

 

 
Figure 1. covers the activities of  the subject of illegal privatization 

which causes the greatest damage to the state and society. 
 
In explaining why the activities of these 

subjects are  most dangerous respondents 
revealed that it is under them that shadow 
schemes become legal transactions (40%), 
and their activities are related to the 
legalization of illegal privatization (54,3%). 

During the two-way correlation analysis, 
according to the Pearson coefficient, the direct 
dependence of the change in the privatization 
process (0,464 with an acceptable correlation 
value of 0,01) was established, and the 
change of privatization objects (0,405 with an 
acceptable correlation value of 0,01) from the 
appearance of new entities of illegal 
privatization. This indicator shows that with 
the appearance of new participants in illegal 

privatization, the range of objects of illegal 
privatization also changes. 

The survey for the employees of the 
controlling and law enforcement bodies whose 
powers and competence are related to 
counteracting illegal privatization testify that 
their work on preventing  illegal privatization 
is evaluated «mediocrely» (68,6% of 
respondents). 

Experts have identified that the greatest 
impediments for law enforcement and 
controlling authorities are to effectively 
counteract the process of illegal privatization 
are: corruption component (65,7%), indistinct 
rules of legislation (20%), oligarchic groups 
and financial and industrial groups (14,3%). 
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Figure 2. highlights the main obstacles to effectively 

counteracting the process of illegal privatization. 
 

Specialists noted that the weak control of 
law enforcement officers for the alienation of 
state property was sometimes motivated by 
the participation of the officials of the 
controlling structures in illegal schemes:  
directly fixing the illegal actions (8,6%), 
knowing such facts (11,4%), facing separate 
signs (22,9%). At the same time, we note 
that the privatization advisers and consultants 
are actively introducing shadow mechanisms: 
they recorded illegal acts (3%), such facts 
were known to them (8,6%), they have been 
faced with some signs (31,4%). 

The results of the expert survey indicate 
the importance of providing  the legality of 
privatization processes by law enforcement 
bodies, as well as the need for their support in 
order to prevent the unbalance of the state 
sector of the economy. 

The survey method received data from 458 
respondents, who were aware of the fact that 
the study was conducted on the motives of 
the need to improve the effectiveness of 
counteraction of law enforcement bodies to 
illegal privatization in Ukraine. The 
questionnaire was explained by the severity of 
the distribution of illegal schemes against 
illegal privatization, which causes significant 
damage to the state and society, and the 
effectiveness of counteracting of law 
enforcement bodies to these processes needs 
to be intensified in order to prevent  this. The 
purpose is to determine the effectiveness of 

law enforcement agencies to further adjust 
their activities to counteract the processes of 
illegal privatization. 

Understanding the essence and significance 
of privatization (61,8% of respondents), the 
public  negatively (30%) and indifferently 
(40,4%) refers to the process, linking the 
necessity of the alienation of state property to 
those enterprises that are not crucial to the 
economy (43,8%). The reason is the 
existence of illegal privatization (59,6%) and 
the concealment of negative facts associated 
with it (32,6%). As a rule, most of the facts of 
illegal acts of privatization are taken from the 
media (55,1%), which is associated with harm 
to the interests of the state (48,3%) and is 
identified with significant losses for the society 
(21,3%). 

Taking into account the fact that the 
interest in gaining benefits through 
uncontrolled privatization tends to increase 
among its subjects, the activity of directions is 
divided: financial-industrial groups for 
bringing enterprises to bankruptcy (46,1%), 
illegal organized criminal groups to legalize 
their unlawful actions (23,6%), oligarchic 
entities for the creation of monopolies 
(19,1%) and private consortia for 
underestimating property value at alienation 
(11,2%). This confirms the problem of 
denationalization and indicates the need for 
proper response of controlling authorities to 
violations during the privatization process. 
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Figure 3. highlights the main ways of the direction of illegal privatization process. 

 
The main suggestions for responding to this situation are: improvement of the legislation on 

prevention illegal privatization (25,8%), increase of the fight against corruption (43,8%), 
introduction of severe administrative and criminal sanctions against individuals and legal entities that 
were involved in the illegal privatization (18%). It should be emphasized that public opinion is rather 
critical and uneven in the direction of counteracting illegal privatization by law enforcement and 
controlling structures and emphasizes the need for: the return of illegally privatized property to state 
ownership (32,6%), and the improvement of legislation to make illegal privatization possible 
(23,6%), increase of criminal liability, including to actual deprivation of liberty and confiscation of 
property (20,2%). 

 

 
Figure 4. highlights the main ways of counteracting illegal privatization. 

 
In general, the privatization system in Ukraine worked mostly in a way that the name of an 

auction winner was known  in advance and he/she received property with a significant discount to 
the market price. It was one of the ways of gaining oligarchic capital, creating and maintaining a 
monopolized economic system in the country. As a rule, the tool to ensure such a redistribution of 
property was the disqualification of potential buyers who were not insiders of the system. Such facts 
have always been in the field of law enforcement structures. [5] 

Indeed, public opinion indicates a weak counteraction (30,3%) of law enforcement and 
monitoring bodies to illegal actions in the privatization sphere, and their results are generally 
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unknown to citizens (43,8%). The distrust extends to the bodies of state power and administration, 
workers (51,7%) and heads (27%) of whom are involved in illegal possessions. 

Taking into account the foregoing, law enforcement agencies have a «credit» of public trust and 
should justify the hope of protecting national treasures during the privatization process. 

 
 

Conclusions 
 
The foregoing proves the acuteness of privatization issues and the persistence of the proliferation 

of illegal schemes against the illegal alienation of state property, which causes significant damage to 
society and the state, as well as the need for more effective counteraction to these processes for the 
sake of their prevention . Taking into account the results of sociological research it is worth to 
conclude that privatization reforms require effective support of law enforcement structures to ensure 
economic development in the transformation processes of state ownership in Ukraine. 

In general, the work of law enforcement agencies should be based on those factors that 
collectively have the most effective impact on privatization processes. The basis in this case should 
be aimed at neutralizing circumstances that may have a direct negative impact on the stability of the 
state economy. Thus, it is worth considering exactly those factors that will ensure a positive 
comparison of the results with investments, which will dominate the beneficial effect on the cost of 
its acquisition. 

Thus, the need for state control of privatization remains relevant (42%), and the maintenance of 
this process by law enforcement bodies is mandatory in cases when the alienation of assets can 
create a danger to the state (46,1%). This is explained by the public disbelief of state officials of the 
controlling authorities and the fiscal system, as well as by the fact that the overall effectiveness of 
their counteraction to illegal privatization is negative (47%), and the assessment of the results is to 
a large extent questionable (39,3%). 

Particularly mentioned is relevant when taking into account the program of the Cabinet of 
Ministers of Ukraine, according to which, by 2020, about 900 enterprises should be privatized, 359 
transferred to the concession, and 1255 are subject to liquidation, while the state owns more than 3 
500 companies with total assets of about 1,7 trillion. UAH Taking into account the above, one should 
take into account all the factors that influence the effectiveness of counteraction to law enforcement 
bodies of illegal privatization, the causes of these processes and possible ways of overcoming 
problems in the understanding that alienation should not be a pursuit of a one-time budget 
revenues, and that the model of the Ukrainian economy should change from the raw material on the 
value added economy. [6] 
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