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PRIORITIES IN INSTITUTIONAL TRANSFORMATION
OF ECONOMY OF MODERN UKRAINE

MPIOPUTETWN B IHCTUTYUIOHAJIbHX TPAHCOOPMALIAX
EKOHOMIKIW CYYACHOI YKPAIHW

The existing economic model in Ukraine by its basic properties does not require innovation, it does
not involve investment in human capital. In today's context, the restructuring of the economic model of
Ukraine is urgently needed, which should be refocused on stimulating and financially supporting large
financial and industrial capital for the development of competition, optimizing the regulatory functions
of the state and its role in the national reproduction process, significant activation of small and medi-
um-sized businesses. In terms of institutional transformation, the strategic task of the current stage of
reforming the national economy is to build an effective system of governance at all levels, to identify
new roles at different levels of government, which implies the optimal combination of decentralization
and the coordinating, stimulating role of the center.

Keywords: institute, institutional transformation, institutional reform, model of economy, legal
state, civil society, governing system, institutional management.

IcHytoua B YkpaiHi ekoHOMi4Ha Mogernb 3a cBoiMy 6a30BUMK BNacTMBOCTAMU He noTpebye iHHOBa-
uin, He nepenbavae iHBeCTULIN y Ntoacbkni kaniTan. B YkpaiHi He BiaGynocA 4iTkoro po3merkyBaHHA Mix
E€KOHOMIYHMMM iHTepecamMn NpMBaTHOrO Kanitany, 6l0pOKpaTMYHOK NPUPOAOID Aep>KaBu Ta CycCninb-
HUMM iHTepecamun. B cyyacHux ymoBax Bkpan HeobxinHa nepebynoBa eKOHOMIYHOI Mogeni YkpaiHu,
AKa NoBWHHa ByTn NepeopieHTOBaHa 3i CTUMYIIOBaHHA Ta PiHAHCOBOI NIATPUMKWN BENNKOTO (DiHAHCOBO-
NPOMMCIIOBOIO Kanitany Ha pO3BUTOK KOHKYPEHLIi, ONTMMi3aLito perynaTUBHUX PyHKLUIN aep>kaBu Ta il
poni B HalioHanbHOMY NpoLeci BiATBOPEHHA, 3HaYHy akTUBi3aLilo Manoro i cepeaHboro 6i3Hecy. 3Biacy,
B MNaHi iHCTUTYLiOHaNbHMX TpaHcopMaLii cTpaTeriyHMM 3aBAaHHAM Cy4acHOTro eTany pedpopMyBaHHA
HauioHanbHOI eKOHOMIkM € NobynoBa edheKTMBHOI CUCTEMM yNpaBniHHA Ha BCiX PIBHAX, BM3HAY€HHA
HOBMX ponen pPi3HUX PiBHIB Aep>aBHOro ynpaeniHHA, AKe nepeabadyae onTMarnbHe NOEAHAHHA AeLEeH-
Tpanisauii Ta KOOPAVHYUYOI, CTUMYIIOYOi poni ueHTpy. Lle 3ymoBnioe HeobXiaHICTb 3anpoBaaXXeHHA
NPUHUMMIB FTHY4YKOro ny6bniyHoro iHCTUTYLiOHanbHOro yrnpasniHHA Npy po3po6bui Ta peanisauii nporpam
€KOHOMIYHOr0 PO3BUTKY Ta iIHCTUTYLIIOHaNbHOro pepopMyBaHHA 3 MeTO 3abe3nevyeHHA aganTauinHnx
MO>XXINNBOCTEN pearyBaTl Ha BUKITMKM MiHNMBOrO CepeaoBuLLa, a TaKOXX BpaxyBaHHA Cy4YaCHUX TEHAEH-
Uin umdpoeisauii. 3a3HayeHi TeHAeHLUii nepenbayaoTb 3MEHLLIEHHA LLIeHTPanbHOI poni Aep>kaBu B 0COOi
YPALY BHACMiAOK 3pOCTaHHA KOHKYPEHLl, nepepo3noainy i AeueHTpanisadii Bnaan, 3MiLHeHHA npotLe-
CiB eneKTPOHHOro BpAAyBaHHA, 6inbLLOi NPO30pPOCTi, BiAMNOBIAANbHOCTI Ta iIHKMO3MBHOCTI Y BiAHOCUHAX
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MiXK ypAAOM i rpomMagaHamu. [HCTUTyuioHanbHe ynpaBniHHA fAa€e MOXMAUBICTb 36iNbUNTU BiANOBIAHICTb
NPUIAHATTA pilleHb, 3HN3NTN PiBEHb HEBM3HAYEHOCTI, WO € IMAHEHTHOIO BIIaCTUBICTIO EKOHOMIYHUX MPO-
uecis, 3abe3ne4unTv NnepeayMoBM Nepexony A0 MOAeri eBONIOUIMHOro NOCNiA0OBHOIO PO3BUTKY.

KniouoBi cnoBa: iHCTUTYT, iHCTUTYUiOHanNbHa TpaHcdopMmauia, iHCTUTYyUiOHanbHa pedopma, Moaernb
€KOHOMIKW, NpaBoOBa [ep>kaBa, rPOMaAHCbKe CyCNiNbCTBO, yNpaBriHCbKka CMCTEMA, IHCTUTYLLIOHamNbHe
yrnpaBrniHHA.

CywecTBylowan B YKkpanHe aKOHOMMYeckasa Moaenb No cBOMM 6a30BbIM CBOMCTBAaM He Hy>AaeTcA
B MHHOBaUWAX, He NpedycMaTpuBaeT MHBECTULMIA B YyenoBedeckuin kanutan. CerogHA kpanHe Heob-
XOAVMa NepecTpolika 3KOHOMUYECKOW Moaenn YKpanHbl, KOTopasa AoMKHa 6biTb NepeopneHTMpoBaHa
Nno CTUMYNMPOBAHMIO U PMHAHCOBOW NOAAEPKKN KPYMHOIro (hHAHCOBO-NPOMbILINIEHHOrO KanuTana Ha
pas3BUTNE KOHKYPEHLNMW, ONTMMMU3ALMNIO PETYNATUBHbBIX PYHKUWIA FOCYnapCcTBa M ero ponu B HauMoHanb-
HOM npouecce BOCNPON3BEAEHWNA, 3HAYMTENBHYIO aKTMBM3aLUMIO Manoro n cpeaHero 6usHeca. Otcroaa,
B MfaHe NHCTUTYLUMOHanbHbIX TPaHCcopMaLmnii cTpaTernyeckon 3agavyen COBpeMeHHOro atana pedop-
MWPOBaHWNA HaUMOHaNbHOM 9KOHOMMWKM ABNAETCA NOCTPOoeHne ahheKTMBHOM CUCTEMDBI YNpaBneHnA Ha
BCEX YPOBHAX, ONpeaeneHne HOBbIX porel pa3nnyHbIX YPOBHEN rocyAapCTBEHHOMO YNpaBneHusa, KoTo-
poe npeanonaraet onTMManbHOE CoYeTaHMe AeLeHTpann3aunm n KOOPANHUPYIOLEN, CTUMYNUPYIOLLENn

ponu ueHTpa.

KnioueBble cnoBa: MHCTUTYT, MHCTUTYLIMOHArNbHaA TpaHCOPMaLUWA, UHCTUTYUMOHaNbHaA pedopma,
MoOAEeNb 3KOHOMWKM, NMPABOBOE FOCYAApPCTBO, FpaxkaaHckoe oOO6LWEecTBO, ynpaBreHYyeckada CUCTEMA,

WNHCTUTYUMOHAaNbHOE ynpaBreHue.

Formulation of the problem. Systematic
understanding of the processes of economic
transformations (changes) involves the consid-
eration of transformations as processes of dying
off of elements and connections of the old system
and formation of new ones. The transformations
of the economic system of Ukraine in the period
of independence, like all the former socialist
countries, differ in scale and unprecedented, sim-
ilar measures, but differ in the achieved results.
If most Central and Eastern European reform-ori-
ented member states have achieved significant
results and gained membership, Ukraine is in
serious need of radical reform more than a quar-
ter of a century since the reform began. However,
current conditions are different from the con-
ditions under which post-Soviet reforms have
taken place, which creates new challenges for the
country. The experience of post-socialist coun-
tries, which have already become EU members
and are developing quite successfully, confirms
the important role in the formation of a function-
ing economy of institutional reforms and socially
effective institutions. That is why the study of eco-
nomic development from the standpoint of the
institutional-evolutionary approach, the definition
and consideration of institutional transformations,
the justification of their factors in the conditions
of the next industrial revolution is the basis for
understanding the options and development of
mechanisms and instruments of future socio-eco-
nomic transformations.

Analysis of recent research and publications.
In the economic system, institutional structure
plays an important role and the smooth operation
of its components depends on institutional sup-
port. In the specialized literature, there are signifi-

cant achievements of domestic and foreign schol-
ars on institutional issues, and this development
is constantly increasing, because institutional
changes (transformations) are crucial factors in
the dynamics of modern economic systems. In
recent years, such national scientists as S. Hasa-
nov, V. Geyets, A. Gritsenko, V. Lagutin, V. Lypov,
and S. Stepanenko have made significant creative
work in research and solving the scientific prob-
lem of transformational transformations of the
national economy in the format of institutional
changes. However, some theoretical and practi-
cal provisions regarding the current institutional
transformations of the national economy in the
globalized world remain underdeveloped and sci-
entific-debated.

The purpose of the article is to deepen the
existing theoretical and methodological founda-
tions of the institutional transformations of the
national economy and to identify priority direc-
tions of reforming the institutional structure of the
Ukrainian economy, taking into account contem-
porary challenges and risks.

Outline of the main research material.
In Ukraine since independence has been formed
and consolidated a model of economy based
mainly on low-tech ways and which can be com-
petitive in the foreign market exclusively at the
expense of cheap labor. Such an economic model
by its fundamental properties does not require
innovation and does not involve investment in
human capital [4].The structural imbalance of the
economy adversely affects the potential for fur-
ther economic growth. However, in Ukraine there
was no clear distinction between the economic
interests of private capital, the bureaucratic nature
of the state and public interests. In the absence
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of time-tested political institutions, generally
accepted ways of preserving political heredity,
as well as rules on the distribution of powers and
material goods among heterogeneous groups, the
state has become an arena of struggle between
elites, clans and oligarchs.

In order to avoid deepening the economic,
social and financial crisis with potential serious
consequences for the economy and well-being,
Ukraine’s economic model should be refocused
on stimulating and financially supporting large
financial and industrial capital to promote com-
petition, optimize the regulatory functions of the
state and its role in the national process of repro-
duction. significant revitalization of small and
medium-sized businesses [5].

Rebuilding national development models is
becoming a typical phenomenon in the mod-
ern world. The economic development model
involves defining goals on the basis of develop-
ment priorities, identifying means of achieving the
goals, developing mechanisms for implementing
measures, identifying resources and executors,
as well as timing of results. The analysis of legal
regulation of development, program documents,
national scientific reports, analytical materials until
2014 shows that despite declaring the goals, prior-
ities, measures that are important and important
for the economic development of Ukraine, their
results have never been achieved or achieved
minor results [7].

Comparing the achievements of the post-so-
cialist countries of Europe and Ukraine, it is pos-
sible to identify the problematic places that deter-
mine the priority of further institutional changes:

— goal setting and shifts in the value system.
CEE countries, while reforming clearly defined
the goals, criteria and directions of the reforms
underway, observed the unity of views of the new
political elite and the public on the core values
underlying the complex reforms. Ukraine has pro-
claimed a multi-vector and constant fluctuations
between the western and eastern development
vectors, raising the question of differences of
opinion between residents and representatives of
the political elites of the West and the East of the
country;

— building a political system on democratic
pluralistic foundations, and the revolutionary
changes that took place in the late 1980s — early
1990s in the CEE countries, were legitimized by
the democratic elections in these countries on
a multi-party competitive basis. It was thanks to
the democratic elections that took place immedi-
ately after the fall of the communist regimes that
many opposition to the communist regime suc-
ceeded in occupying a niche in the political sys-
tem. In Ukraine, at the beginning of the reforms,

EKOHOMIUHA TEOPIS TA ICT OPIs1 EKOHOMIYHOT 1YMKU

the names and distribution of political power - the
Communist Party — changed more quickly, and the
people and the content of their activities remained
the same. Only after almost 15 years, qualitative
changes took place, but due to the lack of consent,
the democratic forces lost their benefits;

— «path depends» conditions. The CEE coun-
tries were less than dominated by Soviet power
for a while, still living representatives of a gener-
ation that remembered life before the establish-
ment of Soviet power. In Ukraine, the dependence
on the previous trajectory of development is man-
ifested to a greater extent, as a significant number
of the population was destroyed during the period
of collectivization, the famine of 1932-33, the post-
war famine (1947-1948), and public opinion on the
movements for independence of the 1920s and
the period of the Second World War was distorted
by Soviet historiography;

— decentralization. In most CEE countries,
administrative reforms have been implemented,
financial decentralization has been implemented,
which has made it possible to provide public ser-
vices to citizens and communities more effec-
tively, using limited resources effectively. Ukraine
has only embarked on the path of decentralization
reforms, the first steps of financial decentraliza-
tion have been made, the process of enlargement
of territorial communities on the basis of their vol-
untary unification is underway, but much remains
to be done on this path;

— external influence and development of the
financial market. At the beginning of the trans-
formation, CEE countries received considerable
financial assistance from the Western countries,
so by reducing the debt-to-GDP ratio of Poland
from 83% in 1990 to 56% in 1993, the debt did
not deplete the economy; there was a signifi-
cant inflow of foreign capital, especially into the
financial sector, which made it possible to rapidly
shape the financial market and its institutions. In
Ukraine, financial aid that went through the bud-
get was used inefficiently and significant funds
were transferred to private accounts due to high
corruption of officials;

— the relationship of power, person and soci-
ety. The effective functioning of the rule of law and
civil society institutions is of paramount impor-
tance for the formation, approval and self-reali-
zation of the individual in a democratic European
community. In the last twenty-five years, in most
CEE countries, some strategic policy documents
have been adopted regulating relations between
the state and civil society organizations. Civil soci-
ety in the CEE countries plays a significant role
in establishing stable models of social democ-
racy. In Ukraine, only in recent years, there has
been a creation of working relationships within
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the framework of cooperation under the scheme
«power-citizen-civil society» and such interaction
takes time and perseverance, thoughtfulness and
mutual interest.

The sources of economic growth and, accord-
ingly, the well-being of the citizens of these coun-
tries are, first and foremost, not the «hard» but the
«soft» factors: high level of education of citizens,
active innovative activity, orientation of produc-
ers on consumer demand, willingness to provide
high quality services. Both the state and investors
invest heavily in such fields as education, educa-
tion, science, research and more. All of the above
is a compelling argument for the competitiveness
of countries through high levels of social institu-
tions development and competent management
combined with world-class education and eco-
nomic development based on high technology
and innovation.

Despite the overall improvement of the
Ukraine’s rating, according to the results of the
calculation of the Global Competitiveness Index in
recent years, indicators remain low. The charac-
teristic of the Ukrainian economy is the predomi-
nance in the structure of production of goods with
low added value, energy and resource costs, the
practical absence of competition in the domestic
market, its small capacity, monopolization and
regulation. But the competition in the domestic
market is low, so we can not expect competitive-
ness in the international markets. Continued use
of the cost economic model, lack of incentives
for innovative processes and dynamic develop-
ment of new technological structures make the
Ukrainian economy uncompetitive, make it impos-
sible to dramatically increase the standard and
quality of life of the population, provoke increased
social tensions.

In the phase of structural crisis caused by
the substitution of technological structures, it
is extremely important to advance the develop-
ment of key productions of the core of the new
technological device, which will allow to receive
intellectual rent on a global scale and finance
its expanded reproduction. In these conditions,
developing countries are open to the possibility
of accelerated development on the crest of a new
long wave of economic growth due to the rapid
formation of technological assemblages of the
nucleus of a new technological way.

According to the leading scientists, specialists,
experts, Ukraine has opportunities to ensure the
development of the domestic economy based
on modern technologies. Ukraine is one of eight
countries in the world that have the scientific and
technical potential to create modern aerospace
technology. It is one of the ten largest shipbuild-
ing countries in the world. The share of employ-
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ees in high- and medium-tech industries is sig-
nificant. Ukraine maintains high-tech competitive
industries in instrument making, power equip-
ment manufacturing and heavy machinery, and in
non-ferrous metallurgy. The scientific and techni-
cal potential of Ukraine is also quite high [6].

Given the growing technological backward-
ness of the Ukrainian economy against the back-
ground of becoming a new technological entity in
advanced countries, the time to choose an inno-
vative path of development is limited in the com-
ing years. ltis relatively easy to ride a new wave of
economic growth in the process of its birth, rely-
ing on scientific background in the key technolo-
gies of the new technological way. Once it reaches
maturity, this will require enormous investment. If
the possibilities of structural restructuring of the
Ukrainian economy on the basis of a new techno-
logical structure are lost, then its evolution will fol-
low the inertial scenario, limited to the raw mate-
rial periphery of the world economy.

The practical implementation of this task
requires considerable administrative effort and
requires the co-evolution of institutional, financial
and economic development. Of particular impor-
tance, respectively, is the problem of power and
governance. A serious ideological blunder in the
development of transition models was the lack
of awareness of the fact that the transition from
a planned economy to a market economy is not
simply a transition from coercion to economic
freedom. The transformation of the socialist econ-
omy into a market economy is a transition from
one system of government to another, from one
type of coercion to another. In his work on the
analysis of transformational processes, M. Olson
wrote: «We now need a theory that focuses on
coercive power, as well as the benéefits it brings, a
theory that explains behavioral motives for coer-
cive power, and the motivating motives behind it,
who already owns it» [3].

In Ukraine, in many respects, the system of
economic management can be described as
«manual» management. First and foremost, it
concerns the inconsistency, inheritance, the
«scrappy» nature of reform. As a result, there is a
lack of timely modernization of production, insuffi-
cient and untimely consideration of changing con-
ditions of production, inefficient structure of the
economy, low rates of development of high-tech
production, low adaptability of the national econ-
omy to rapid mines of the external environment,
excessive centralization of financial resources. In
addition, the management system itself is charac-
terized by a number of negative phenomena:

— unjustified centralization of power. For the
most part, central authorities restrict the auton-
omy of territorial communities, but thereby reduce
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the interest of citizens in common ideas. Depriva-
tion of capacity to solve issues of one’s own life
support leads to loss of motivation for interaction
of citizens with the state;

— the struggle of financial-industrial groups
and regional elites for power;

— merging power and business. Business and
government are virtually one single environment
designed to meet the demands of a certain range
of individuals. This negates the implementation of
the fundamental principles of good governance,
such as the rule of law, pluralism, justice, partici-
pation, transparency, accountability, access, effi-
ciency and effectiveness. [8];

— protection through state structures, includ-
ing power, private interests of individuals, raiding;

— corruption, that is, making decisions based
on personal criteria [1];

— «market of public positions». Appointment to
positions not by professional criteria, but by affil-
iation, for certain preferences, including financial.

Despite the negative phenomena in Ukraine,
there are opportunities that, if properly used, will
ensure economic prosperity and well-being of the
population. Ukraine has a favorable geographi-
cal location for the development of transit, one
third of the world’s black soil, highly developed
aviation and shipbuilding, military-industrial com-
plex, about three percent of the world’s energy
reserves to become energy independent, recre-
ational, tourist and scientific potential. Ukraine
may become completely self-sufficient, but it is
not enough to have resources, it is necessary to
ensure their efficient and rational use. For this, the
basic prerequisite is to build an effective manage-
ment system at all levels.

Management of the economy in the modern
period is mainly regulatory in nature and is based
mainly on the principles defined by the well-
known German scientist V. Oyken [2]: the principle
of individual freedom: the economic order must
conform to the ideals of freedom and human dig-
nity; the principle of systematic economic policy,
which should be oriented towards a hierarchy of
political goals and aimed at their implementation,
which will protect the country from unsystematic,
«experimental» actions of the state; the principle
of a strong state: the state should not interfere
with economic processes, but only create the
conditions for their smooth flow. It aims only at

the general ordering of social relations in a spe-
cific sector of the economy, which is carried out
in accordance with the requirements of the law by
directly influencing the economic activities of eco-
nomic relations — the establishment of common
rules, regulations, standards of a particular activ-
ity, and is defined as institutional management.

Recent events in the socio-political and
socio-economic life of Ukraine show that the
revealed patterns of transformation processes
confirm the largely resonant and deforming inter-
play of transformations of the economic, political,
social and spiritual spheres of Ukrainian soci-
ety. For the further stabilization and economic
development of the country it is necessary to
ensure complementarity of transformation pro-
cesses of different spheres of social life.

Conclusions. Therefore, economic transfor-
mations in Ukraine should be focused on solving
the most important task — it is a radical change
in the system of economic management at both
macro and micro levels, the definition of new
roles of different administrative levels, which pro-
vides the optimal combination of autonomy of the
regions, especially in the field of everyday issues
in local (regional) development and the coordinat-
ing, stimulating role of the center (representing
the interests of society, the country as a whole).
Institutional management makes it possible to
create the conditions under which it is actually
impossible to make wrong and selfish decisions,
to reduce the level of uncertainty inherent in eco-
nomic processes, to provide the prerequisites for
the transition to a model of evolutionary sequen-
tial development.

Further transformations of the national econ-
omy should be based on the principles of politi-
cal and nation-wide unification, a common vision
of the goals and directions of socio-economic
development of the country; a strategic, rather
than a momentary, vision of the long-term results
of reform; comprehensive, rather than «scrappy»
partial implementation of reforms. It should be
borne in mind that one of the main priorities for
national development is to find a model of uni-
versal civic identity that is optimal and acceptable
to the absolute majority of Ukraine, which would
organically combine civic and socio-cultural com-
ponents, take into account socio-cultural, ethno-
cultural and linguistic specificities.
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