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FORMATION OF INSTITUTIONAL CHANGES MANAGEMENT
SYSTEM UNDER THE CONDITIONS OF SOCIALIZATION
OF NATIONAL ECONOMY

Statement of the problem. Institutional changes management system is
formed within a certain economic system that represents the sum of all
economic processes that are taking place in a society on the base of a complex
of organizational and economic relations. Each system has its national models of
managing organization, that correlate with existing economic, resource and
cultural potential of the country, its traditions, spirituality and mentality.

Overview (analysis) of recent studies and publications. To the
problems of formation of institutional changes management system are devoted
basic developments of home and foreign scientists: A. Buzgalina, V. Volchik,
A. Galchinskogo, S. Glaz'eva, T. Efimenko, S. Mochernogo, Ya. Kornayi,
D. North, A. Radigina and others. On the basis of generalization of huge work of
scientists, we made an attempt to ground our own concept of forming of
institutional changes management system.

Formulation of research objectives. In this connection it is necessary to
form an institutional changes management system under the conditions of
socialization of the national economy, taking into account modern aspects of
globalization and internationalization of world economic processes.

The basic material. The processes of institutional changes they connect
with categories of institutionalization and deinstitutionalization of institutions.
Specifically, market institutionalizing foresees movement of economic system to
its institutional equilibrium; and the lack of changes in the development of
science, engineering, technology, its moral getting older, stop in the
development of human capital is a bright result of inefficient institutional
changes, which characterized Ukraine at the beginning of 90-ies of the twentieth
century.

Exclusive role in these processes is given to the State. During the periods
of rapid economic and social changes it creates most of the institutions, that is



why eliminating of State from the active policy as for the formation of
institutional conditions in the market can lead to deinstitutionalization.

Institutional development of the national economy is connected with the
character of changes of all kinds of institutions, taking into account the
institutional frames, as well as the special conditions in which they occur.

In particular, economic growth largely depends on the optimistic mood in
the market. Otherwise, the economic can be shown out of balance, and then the
institutional structure of the transactions and market must be taken into account.
In this way, the long-term economic growth is a function of the conditions that
create incentives for the effective activity of all economic subjects.
Consequently, the balanced development of institutions is the key to the public
welfare and development of the national economy [5, p. 18].

Secondary attitude towards the role of institutions and institutional
changes in providing of conditions for economic development has led to a
negative growth of Ukrainian economy during the nineties of the twentieth
century. This was due to the use, as a theoretical basis of economic policy, of
neoclassical model, which describes the production of goods and services as a
function of the quantity and price of a set of spent resources: soils, labour,
capital and entrepreneurial abilities, while the production function itself is
determined by the level of technical development.

Using the institutional methodology allows you to adjust the neo-classical
model taking into account the fact that production costs - is a function that
depends not only on the costs of traditional resources, but also on transaction
costs, which, with the introduction to the post-industrial stage of development,
have become so significant that ignore them in economic policy would be a
mistake [1, p. 5].

Development in many aspects is based on economic growth and rising of
productivity. But to the growth productivity may lead both technological
changes and institutional changes that touch the specification and the protection
of property rights. Moreover, prospects of economic growth only on the base of
technological or institutional changes are substantially limited. The thing is that
the "main role, which institutions play in a society, lies in the reduction of
uncertainty by establishing sustainable (though not necessarily effective)
structure of interaction between people" [2, p. 36].

With the accumulation of technological innovations is taking place the
modification of economy structure and old institutional elements of the market
environment can not correspond to the new relationships. In this regard, is
needed the implementation of institutional changes (evolutionary or
revolutionary) that would have created an adequate basis for a system of
economic relations, that is changing.



And if in the short-term period it is evident in the negligible extent, then
in the long period the allocation of resources and, consequently, economic
coordination, mainly, will depend on institutions. Thus, the role of institutions
and rules in the long period of development and in evolutionary aspect is
identical to the role of prices. In the planned economy actually there was not any
price coordination, but was existed the institutional coordination, which usually
is not taken into account [3, p. 82].

With this point of view is correlated a fundamental idea of Y. Schumpeter
about the fact, that the essence of economic development lies not so much in the
accumulation of capital and growth of additional manpower, but in allocating of
capital and workforce from less effective areas of economic activity to more
effective, that is possible only with the existence of effective institutional
environment [4]. The reasons for such relationship lie in the plane of the
formation and development of transaction sector of the economy.

Improvement of the institutions that promote the conclusion of
agreements, leads not only to the expansion of production and trade in the
markets, but also to the next lowering of transaction costs.

The presence of explicit institutional limits of development demonstrate
various quality indexes of institutional environment, among which the most
famous are: index of efficiency of State management of the World Bank
(WBWGI), the corruption perceptions index (Transparency International's CPI),
index of economic freedom (Heritage Foundation's IEF) as well as a number of
indexes OECD (Organization of economic co-operation and development).

Published by these organizations quality indicators of institutional
environment can give, mainly, common evaluation of quality dynamics of key
institutions. Ukraine today significantly lags as for the quality of institutions
from both developed countries and from a number of countries in Central and
Eastern Europe with economies in transition.

For Ukraine, still, are characterized relatively high transaction costs: the
internal market has a low level of competition because of the inflated costs of
entrance and business corruption. Index of restrictions for foreign direct
investments, OECD, that forms, shows abnormally high in comparison with
other countries, barriers. This same trend confirms the other institutional index
also: corruption index Transparency International.

On the other hand, indicators of investment attractiveness of the country,
that are calculated by international organizations and rating agencies, over the
last few years had got consistently positive dynamics. The main indicator here is
the country's sovereign rating that is calculated for all States and the final risk of
investing into a particular country, its ability to pay its debts, the ability of the
economy to use effectively all borrowed tools, and so on.



Improving of indicators of credit risks is an important factor in the growth
of the external debts of national companies, as well as growth of volumes of
their investments. However, as overseas experience shows, the steady growth of
foreign direct investments and the entrance into the market of new foreign
investors (outside the areas of mining) is largely associated with deep
institutional changes that are shown by common indicators of institutional
environment state.

Therefore in well-developed countries, generally, improving of values of
these two groups of indicators takes place in parallel. However, in Ukraine there
is the opposite situation that lays in presence of significant differences between
the two groups of indicators: the indicators of the quality of institutional
environment and indicators of investment attractiveness of the country.

Besides, the size of institutional gap cannot increase all the time and after
reaching of a certain level of development, the country is faced with a situation
where, without adequate institutional changes the further growth turns out to be
impossible. In this situation, change of the world rankings only disguises the fact
of preservation of serious problems in the functioning of basic institutions and
related with them risks for attracting of new investments and long-term
development.

Sustainable long-term social-economic development of Ukraine and
reducing of its backlog from neighboring countries is hardly possible without
serious diversification of economy. The institutional structure of Ukrainian
economy has low efficiency, with absence of coincidences of interests of
subjects of formal and informal sectors. The effectiveness of the institutional
changes that are formed in the State sector, depend on the specific individuals
that are without full responsibility for the decision, which are accepted by them.

These institutional changes are developed within the framework and under
the rules of the formal sector, and are implemented in the informal sector, where
firms are organized in large groups and act together. It says about the
inadequacy of conditions for the formation of a harmonious institutional
environment and favorable prospects for development.

At the present stage of social development, axiomatic is the claim that
industrial and postindustrial democracies are impossible without socialization of
State, giving it functions of social control. You can say that all modern
democratic countries, although at different times, have recognized the need for
institutionalization mechanisms to ensure social harmony and peace. Such
policy was fixed in the form of various forms, models according to the
conditions and needs of each society, having received the general definition of
policy of social partnership.

To achieve sustainable social-economic development, labour relations,
Ukraine should take into account the basic world trends of social partnership.



Study of the approach that is used in institutional theory for the analysis of
social-economic system allows to formulate the following conclusions:

-changes can be both effective and ineffective. Efficiency is determined
by the level of transaction costs in the economy, and by the ratio of effective and
ineffective institutions;

-even if the institutional balance is inefficient, the system can be
sustainable as for the three main reasons: firstly, because of getting by State a
relatively large budget profits, secondly, as a result of interest of powerful
economic groups in the existing position that guarantees big profits, and, thirdly,
as a result of too large, in comparison with the current level, transaction costs,
associated with the change in equilibrium;

-the ratio of effective and ineffective institutions of the system will
determine the trajectory of its development;

-institutional changes are possible under the influence of shifts in relative
prices or changes of ideology.

Speaking about the change, we must also distinguish their quantitative and
qualitative aspects. The quantitative aspect characterizes simple changes or
conversion, quality sign indicates the deformation or transformation. Under the
deformation we understand the regressive change of social-economic system
and under the transformation - its progressive development. Thus, the
institutional changes of social-economic system can be defined as a violation of
the quantitative and qualitative nature of its institutional equilibrium, the ratio of
forces of its main players and transaction costs, which are shown in change.

According to studies that were led by us, we proposed the concept of
institutional changes State management, based on the complex interactions of
both state bodies and public authorities (fig.).

Social-economic system from the position of institutional theory can be in
two states: institutional balance and institutional changes. Under the conditions
of institutional equilibrium the system can be effective and ineffective. These
categories are determined by the ratio of effective and ineffective institutions
and by the optimum level of transaction costs. In case if the level of transaction
costs 1s not optimal, i.e. there are more ineffective institutions than effective, the
system can still be sustainable. Sustainability is supported artificially thanks to
the economic interests of the players and expectations of rising of the level of
transaction costs comparatively with the current value. However, under the
influence of changes in relative prices and changes in the ideology, social-
economic system can go from a position of institutional equilibrium to a state of
institutional changes, which is characterized by quantitative and qualitative
parameters.

Not big, as for the size, changes mean simple institutional changes,
significant — institutional transformation. Quantitative changes in the
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institutional environment mean change of number of players and the size of
transaction costs. Qualitative institutional changes lead to increasing of
inefficient institutions and increasing of transaction costs, which are typical for
institutional deformation, or for reducing the number of inefficient institutions
and lowing of transaction costs, that mean institutional transformation. As a
result of institutional changes a new institutional equilibrium comes. Further, the
process of changing of states of institutional balance and change is repeated.

Accordingly, we believe that institutional changes are the result of
interaction of organizational and legal mechanisms in the field of interaction
State-National economy.

Solving of this problem situation should become the main goal of
institutional providing of Ukrainian social-economic system development. The
institutional environment of modern Ukraine won't be able to solve the existing



problem because it includes institutions of low quality, effective self-
organization of which is naturally impossible. Thus, the concept of institutional
changes is an effective instrument of economic policy, with the help of which it
is possible to eliminate the problems of institutional providing of the country
development.
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Iprumesa 1.0., Crpoiiko T.B, Kpynina I.B. ®opmyBaHHsI cucTeMH
YHOPABJiHHA IHCTHTYHIOHAJIBHMMH 3MiHAMM B yYMOBax comiagizamii
HALIOHAJIbHOI eKOHOMiKkH. OOIpyHTOBaHO HampsiMu (OPMYBaHHS CUCTEMHU
yIpaBIiHHS IHCTUTYIIOHATLHUMH 3MIHAMU B YMOBAX colIliajiizallii HallioHaJIbHOT
€KOHOMIKH, BPaXOBYIOUHM Cy4acHI acleKTH Tyio0aii3allii Ta iHTepHAaI[loHaIi3alii
CBITOBUX EKOHOMIYHUX HpOLEciB. 3ampONOHOBAHO KOHIIEMIIIIO JIEpPHKABHOTO
yIOpPaBIiHHA 1HCTUTYI[IOHATBHUMM 3MIHaMH, [0 0a3ye€ThCsl Ha KOMIUICKCHIM
B3a€EMOJIIi SIK JIEpKABHUX OpraHiB BJagu, TaK 1 TPOMAJChKUX OpraHizaiii.
JloBeneHo, 110  IHCTUTYLIOHQJbHI 3MIHM €  pe3yJbTaTOM  B3a€EMOJIIi
OpraHi3alliiHUX Ta TPAaBOBMX MEXaHI3MIB B TIOJ1 B3aEMOJIl JepkaBa-
HalllOHAJIbHA €KOHOMIKA.

Hpreimesa HU.A., Crpoiiko T.B, Kpynuna H.B. ®dopmupoBanme
CHCTEMBbI YNPaBJIeHUS MHCTUTYHHOHAJbHBIMH M3MEHEHHSIMM B YCJOBHSAX
COMAIM3ANNM HALMOHAJIBbHOH JIKOHOMMKHM. OOOCHOBaHbI HaNpaBiECHUS
(GbopMHpOBaHUSL CUCTEMBI YNPABIEHUS WHCTUTYIIMOHAJIBHBIMU U3MEHEHUSIMU B
YCIOBUSAX COLMATU3ALNNA HAIMOHAIBHOW KOHOMMKH, YUUTHIBAasl COBPEMEHHBIE
acmeKkThl TIo0anu3alud U MHTEPHALMOHAIM3ALUUNA MHPOBBIX 3KOHOMHYECKHX
npoueccoB.  [lpemnoxkeHna  KOHLENIMS  TOCYAapCTBEHHOTO  yIPaBIICHUS
MHCTUTYLIMOHAJIBHBIMU H3MEHEHUSMH, KOTOpas Oa3upyeTcss Ha KOMIUIEKCHOM
B3aMMOJIEUCTBUM KaK IOCYJIapPCTBEHHBIX OPraHOB BJIACTH, TaK U OOLIECTBEHHBIX
opranu3auui. Jloka3aHo, YTO WHCTUTYIMOHAJIbHBIE W3MEHEHUS SBISIOTCA
pE3yJIbTATOM B3aUMOJICHCTBHUS OpraHU3allMOHHBIX W MPAaBOBBIX MEXaHU3MOB B
0JIe B3aUMOJIEUCTBUS TOCYIapCTBO - HAIIMOHAJIbHAS SKOHOMUKA.






