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FACTORS OF STATE INSTITUTIONAL
REGULATION AND MANAGEMENT OF OPEN ECONOMY
IN TRANSFORMATIONAL CONDITIONS

YUHHUKU JEP)KABHOTO IHCTUTYHUIMHOTO
PEI'YJIIOBAHHS TA YIIPABJIHHA BIAKPUTOIO EKOHOMIKOIO
Y TPAHCOOPMAININHUX YMOBAX

Methodical support of modeling of determinants of state institutional regulation of open economy is offered,
which is directed on compositional regulation of processes in macroeconomic environment taking into account
permanent turbulence, influence of risks and supercomplex, multilateral and multilevel interdependencies of
processes of globalization and state regulation. Modeling the determinants of state institutional regulation of the
open economy provides methodological support for the system of strategic development of the national economy.

The main determinant that will promote socio-economic growth in the macroeconomic environment is
concentrated in the flexibility of inflation targeting, i.e. deviation of inflation from the set parameters and this
phenomenon will not prevent its return to the parametric range on a balanced horizon of macroeconomic policy of
state institutions of the country.

1t is proved that a significant direction of global shifts is the change of power systems, models and mechanisms
that ensure the formation of modern adequate organizational and functional structures of state institutional
regulation, to identify which no stable and dominant definitions have been found.

Keywords: the factors, the state institutional regulation, the management, the open economy, the transformational
conditions, macroeconomic environment.

Y ecmammi 3anpononoeano memoouune 3abesneuents MoOenI08aANHA 0EMEPMIHAHMIE 0epICABHO20 THCMUmMY-
YIliHO20 pe2ynto8aHHs 8IOKpUMOI eKOHOMIKU, WO CUPAMOBAHEe HA KOMNO3UYiliHe pe2ylio8anHs Npoyecie y MaKpo-
EKOHOMIYUHOMY CepedosUli 3 YPAXYBAHHAM NEePMAHEHMHOI mypOyIeHMHOCHI, 6NAU8Y PU3UKI6 Mda HAOCKIAOHUX,
MYTLMUIAMEPATLHUX | 6A2aMOPIBHEBUX 83AEMO3ATEHCHOCHEN NPOYECis 2100ani3ayii ma 0epHCABHO20 Pecynto8aH-
Hs. Mooentosanms demepmiHanmis 0epiucasHO20 THCMUMYYIUHO20 Pe2ynio8anHs 8i0KPUMOI eKOHOMIKU 3a0e3neyye
MemoOuuHy RIOMPUMKY CUCTIEMU CIPAmMe2iuno20 po3gUMKY HayionanvHoi exonomiku. OcHoéna demepminanma,
AKA CHPUAMUME COYIANLHO-EKOHOMIYHOMY 3POCIMANHIO ) MAKPOEKOHOMIYHOMY cepedosuyi Kpaitu 30cepeodicena
Y HYUKOCTI pedicuMy THOIAYIUHO20 Mapeeny8anHs, moomo 00nycKacmvcs i0Xunen s iHQayii 6i0 3a0anux napa-
Mempie ma 3a3Havene Asuuje He nepetKoodicamume no8epHEeHHIO ii 00 napamempuiHo2o 0ianazony Ha 30a1aHCco-
BAHOMY 20PU3OHMI MAKPOEKOHOMIYHOI NONIMUKY OePHCABHUX THCMUmMyYitl Kpainu. Y cmammi 006e0eHo, Wo cym-
MEBUM HANPAMOM 2100ATbHUX 3CY6I6 BUCMYNAE 3MIHA 6IAOHUX cUCmeM, MoOelell | Mexanizmie, sKi 3abe3neyyoms
gopmyeanns cyuacHux a0ek8amHux opeani3ayiiHo-yHKYIOHATbHUX CINPYKMYP 0EPAHCABHO20 THCIUMYYILIHO20 pe-
2Y0BAHHS, 0151 BUOKDEMILEHHS SIKUX We He 8IOHANIOeHO CIANUX Md OOMIHYIOHUX 0einiyill.

Knwouoei cnosa: caxmopu, Oepocasne incmumyyiline pecynro8anHs, YRPAGIIHHA, GIOKPUMA eKOHOMIKA,
mpancopmayiini yMosu, MakpoeKoHoMiuHe cepedosuuye.

Formulation of the problem. Under there are no modern effective measures for the

the influence of globalization processes, the
economic space in the national environment
is significantly increasing, and the tasks of its
support and institutional regulation are constantly
becoming more difficult. In the international
macroeconomic environment, unfortunately,
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institutional regulation of economic and social
processes, which for most actors in the global
space have gone beyond the national framework.
Certain aspects are due to the complexity of
modern transformation processes and the lack of
sufficient experience in their regulation.
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Analysis of recent research and publica-
tion. Theoretical and applied aspects of state
institutional regulation and management of the
open economy in a transformational environ-
ment are covered in the works of leading domes-
tic and foreign scientists, including such well-
known researchers as Grigoriev G. S., Ohmae K.,
Chari V. V., Mankiw N. G., Barna M. Yu.

The purpose of the study: is to substanti-
ate and analyze the factors of state institutional
regulation and management of open economy in
transformational conditions.

Presenting the main material. The modern
system of economic and social relations in the
international environment is largely based on
the ideas of market fundamentalism, where the
prerogative is a free market competitive environ-
ment. Globalization is usually focused on market
relations, which provide regulatory functions,
and globalization processes reduce the effective-
ness of the national regulator of economic and
social relations in the macro environment.

Globalization reflects the process of dialectical
interaction ofnational and global social processes,
in which there is a gradual limitation of national
features of social relations (and relevant human
qualities) and their gradual subordination to the
system of global relations, as well as the laws and
patterns of such interaction, the integrity of which
is ensured by national segment structures [1].

In the current unstable permanent conditions,
the role of nation-states, according to the sup-
porters of the liberal approach to the globaliza-
tion process, should gradually decrease. Most
actors in the international arena must renounce
national sovereignty and introduce sovereignty
that has limited characteristics.

Well-known Japanese researcher in economics
and governance Ohmae K. insisted in his writings
that most national governments have outlived
themselves and are relics of past periods. Ohmae
K. insisted that "traditional nation-states have
become unnatural, even impossible in business,
units in the global economy" ..., and "the former
picture of the world ... has become nothing more
than an illusion." "The nation-state is becoming
an obsolete element, as it is no longer the optimal
unit for the organization of economic activity in
the macroeconomic environment" [2; 3].

According to the scientist, modern nation-
states are becoming local units of power in the
international global system, in which the deci-
sive role is played by money and credit markets
and transnational business structures.

Ohmae K. insisted that traditional states are
being replaced by so-called "regional states",
"natural economic zones", "naturalness" and
scales that are shaped by the needs of the global

international economy. In today's international
macroeconomic environment without borders,
the scientist noted that "the invisible hand has
a range and power that Adam Smith could only
dream of." He adds that "the nation-state and the"
invisible hand "can coexist simultaneously only
if the former can control and regulate the latter,"
but in modern conditions this is not the case".

Economic and social policy of industrialized
countries, as a rule, was formed under the influ-
ence of macroeconomic theories. In our opinion,
the evolution of macroeconomic theory should
be carried out not from the standpoint of the
emergence and development of various theoret-
ical areas, but from the point of view of a sepa-
rate study of the theoretical basis and a range of
issues directly affecting institutional regulation
of national macroeconomic environment.

In modern scientific research, despite the ten-
dencies to the emergence of theoretical synthesis,
there are serious differences over the impact of
economic theory on the practice of institutional
regulation of the macroeconomic environment.

In modern conditions, neoliberalism has a
significant impact on globalization processes
in the international macroeconomic environ-
ment, where the role of individual transnational
actors in regulating not only world economic
processes, but also processes at the level of indi-
vidual national macroeconomic environment. To
this end, global transnational businesses need to
identify the following priorities:

- to ensure and support qualitative changes in
the world market of goods, works and services;

- significant reduction of dependence of
global transnational economic entities on state
institutions due to their strategic determination of
the tax burden, strategic priorities of their socio-
economic responsibility in the international envi-
ronment;

- development and implementation of a mod-
ern system of influencing potentially weak part-
ners in the field of trade, services, finance, tech-
nology, etc.;

- overcoming national, religious, military,
political, historical, cultural, humanitarian and
other contradictions by radically reforming the
current system of international relations in all
segments;

- creation of effective socio-economic mech-
anisms, the use of which will allow to rationally
address the issues of interaction of global trans-
national economic entities with state and regional
institutions, international and national society
and other stakeholders;

- expansion of international integration coop-
eration and division of labor with the gradual
construction of international economic chains;
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- formation of non-current and current
reserves in all market sectors, able to artificially
move the borders of the market of global trans-
national economic entities depending on its situ-
ation, consumer purchasing power, political and
socio-economicsituationintherelevantgeograph-
ical segment or global macroeconomic space.

- ensure interaction between national and
global socio-economic processes, which will sig-
nificantly affect their effectiveness.

Some neoclassical proponents noted in their
research that "the sad truth is that macroeco-
nomic research has had little effect on the prac-
tical analysis of monetary and fiscal policy" [4].

Others took the opposite view: “In recent dec-
ades, many countries have adopted a variety of
economic policies that are in line with what mac-
roeconomic theory has suggested over the past
thirty years. The impact of macroeconomic the-
ory on the practice of state institutional regulation
includes: increasing the independence of national
banks; recognition of the parameters of the infla-
tion component as targeting goals; increasing the
use of consumption and labor taxes instead of
capital taxes; increasing attention to the costs of
economic policy, which disrupts the state of labor
markets in the macroeconomic environment" [5].

Under the influence of the development of the
neoclassical trend, the attitude to state institu-
tional intervention in the functioning of the mar-
ket economy is changing. It should also be noted
that the general changes in the global economy
and the strengthening of market mechanisms,
necessitate a reassessment of opportunities and
the need for public institutional intervention
in the macroeconomic environment for the use
of modern tools.

The process of internationalization of certain
spheres of the macroeconomic environment pro-
vides an opportunity to systematically increase
the efficiency of economic processes, ensure
the growth of high-tech activities, promotes the
introduction of innovative aspects into the sys-
tem of state institutional regulation.

Globalization shifts at the turn of the XX —
XXI centuries dragged the international macroe-
conomic environment into a whirlpool of irrevers-
ible cardinal transformations and transformations.
Globalization strongly shakes the foundations of
national sovereignty in the international envi-
ronment, and the general vector of develop-
ment of society in the world tends towards the
unification of socio-economic forms of internal
organization of the national macro-environment.

Convergence in the international macroe-
conomic environment of national components
intensifies and develops the interaction of actors
from local to global scale. Therefore, there are
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interconnected branched transnational systemic
business relationships and economic relations,
through which various actors independently
enter the global macroeconomic space, forming
new socio-economic communities, information
and communication channels and more. Globali-
zation processes lead to the loss of the country's
status as the sole subject of integration and rep-
resentation of large communities in the inter-
national macroeconomic environment, which
in turn dramatically expands the locus of gov-
ernance, shifting the emphasis from national to
supranational or subnational regulation.

Thus, a significant direction of global shifts is
the change of power systems, models and mech-
anisms that ensure the formation of modern ade-
quate organizational and functional structures of
state institutional regulation, to identify which
havenotyetfound stable and dominantdefinitions.

Regulation of processes in the macroeconomic
environment in conditions of permanent turbu-
lence and under the influence of significant risks
has highlighted the task of comprehensive study
of complex, turbulent, multilateral and multilevel
interdependencies of globalization and govern-
ment institutional regulation. Therefore, under-
standing the dynamics of their relationship and
interaction is of particular importance for deep-
ening understanding of current trends in mecha-
nisms and models of state institutional regulation
and theoretical and methodological justification
for reforming institutional intervention in the
national environment.

This is especially true of short-term permanent
intervention, the need for which is completely
denied by the neoclassicists and whose role has
been greatly diminished by scholars who support
Keynesian theory. Unfortunately, in today's con-
ditions, we have the following differences on the
issue of state institutional regulation in the macro-
economic environment, but at the same time, there
are specific contradictions about the priorities
and mechanisms for using the main instruments
of macroeconomic policy: fiscal and monetary.

It is important to note that the differences over
the greatest importance of fiscal or monetary
policy for the strategic development of the coun-
try's national macroeconomic environment are
almost completely resolved. Unlike the orthodox
Keynesian school, which considers fiscal policy
important and a priority, in the current realities of
the national macroeconomic environment, prior-
ity should be given to monetary instruments.

The current trend is due to changing exter-
nal conditions, increasing the openness of the
national macroeconomic environment and the
development of globalization shifts in economic
activity. It should also be noted that the existence
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of objective reasons has reduced the ability to
maneuver the relevant budgets and, as a conse-
quence, the use of fiscal policy as a tool for state
institutional regulation of the macroeconomic
environment.

Main aspects of budget constraints:

- reduction of budget deficits;

- reduction of growth rates of budget expendi-
tures;

- reduction of tax burden in the national mac-
roeconomic environment;

- reduction of the amount of budget debt.

The budget deficit shows the excess of budget
expenditures over its revenue side and is an indi-
cator that indicates the negative phenomena and
processes in the national macroeconomic envi-
ronment and affects the inflationary component
of the currency.

The main causes of the budget deficit include:

- socio-economic policy of the government,
which is making significant structural changes
and transformations in the macroeconomic envi-
ronment of the country;

- negative, destructive consequences of
unforeseen events that are associated with
aggressive behavior of the external environment
of the country;

- unpredictable revaluation of the national
currency, which has a positive effect in the short
term, but forms a number of long-term macroe-
conomic imbalances, which in turn reduces the
competitiveness of national exporters and pro-
ducers and stimulates increased imports, affects;

- reduction of the results of the economic
complex of the country;

- other phenomena and factors that affect the
socio-economic situation in the macroeconomic
environment of the country.

The presence of a budget deficit is mostly a
negative phenomenon, but does not indicate an
imbalance in the budget as a whole, as in the pro-
cess of its preparation and approval are identi-
fied sources of deficit funding. This is a complex
economic phenomenon, which reflects various
aspects of socio-economic development in the
national environment and confirms the effective-
ness of economic policy of state institutions [6].

The international monetary system, which
regulated national exchange rates, was in its
infancy when the Bretton Woods Agreement was
signed, which stabilized national exchange rates,
and gold and the US dollar began to be used as an
instrument of international settlements and for-
eign exchange reserves. It allowed the interna-
tional macroeconomic environment to adhere to
the agreed monetary order designed to regulate
financial and economic relations between inde-
pendent actors in the international arena. The main

aspect of the Bretton Woods agreement is the
national institutional support for the exchange
rate within (+ 1%) and its pegging to monetary
gold, which helped to overcome the tempo-
rary disparities in payments after World War I1.

With a fixed-budget regime of the exchange
rate, the efficiency of fiscal policy increases
and the role of monetary instruments decreases.
With flexible exchange rates and liberalization of
financial and credit flows, monetary instruments
have priority, and fiscal policy is secondary.

Thus, if earlier Keynesianism gave priority to
fiscal instruments, in modern transformational
conditions the priority component of state insti-
tutional regulation is monetary policy, which is
provided and implemented by the national bank.

The priority goals of modern monetary policy
in the country are:

- ensuring price stability in the national mac-
roeconomic environment through the application
of the monetary regime of inflation targeting;

- promoting financial and economic stability
in the national macroeconomic environment;

- ensuring sustainable rates of financial and
economic growth in the national macroeconomic
environment;

- support for the financial and economic pol-
icy of the Cabinet of Ministers of Ukraine.

Polycentrism in the international financial and
economic system of the XX—XXI centuries con-
tradicted monopoly-based monocentrism in the
field of international monetary relations, which in
turn led to the creation of a global, fairly efficient
international monetary system that uses Special
Drawing Rights (SDR) and provided transition to
floating exchange rates and replacement of cur-
rency parity by "SDR currency basket".

Under the auspices of the International Mon-
etary Fund, the first special drawing rights were
issued in 1970, and their value was determined
by the weighted average of the market rate of the
SDR currency basket of the world's sixteen lead-
ing currencies.

Special drawing rights are an integrated finan-
cial instrument of the International Monetary
Fund that has reserve and payment features. Spe-
cial borrowing rights are issued only in non-cash
form in the form of entries in accounts opened
with banking institutions.

The main purpose of creating Special Drawing
Rights: overcoming the Triffin paradox within
the Bretton Woods monetary system - the con-
tradiction between the global nature of use and
the national nature of currency units. The country
involved in this system needed official reserves
- government or central bank investments in the
form of gold and common foreign currencies,
which could be used to bring net currency to the
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international foreign exchange market in order to
maintain its exchange rate [7].

From October 1, 2016, the currency basket of
Special Drawing Rights is provided by five lead-
ing currencies of the global space:

- 0.58252 US dollars (41.73%);

- EUR 0.38671 (30.93%);

- 1.0174 yuan (10.92%);

- 11.9 yen (8.33%);

- 0,085946 pounds (8.09;).

In the current realities of the international
monetary system, Special Drawing Rights have
a very limited scope and are a reserve asset, with
a functional feature of the settlement currency of
the International Monetary Fund and other inter-
national financial institutions.

In fig. 1 presents the dynamics of Special
Drawing Rights for the period 2014-2019 (per
100 units), which is formed according to the
National Bank of Ukraine. As of January 1, 2018,
the cost of one hundred units of Special Drawing
Rights was UAH 3,987.51, and as of October 1,
2019 — UAH 3,298.86. Analytical data show a
gradual increase in the value of the national
currency against the currency basket of special
drawing rights, which has a positive effect on
increasing the purchasing power of the national
currency and contributes to financial stability in
the macroeconomic environment.

Thus, Special Drawing Rights is a modern tool
that provides international currency settlements
in the global macroeconomic environment and
maintains monetary relations between countries.

The national monetary policy, taking into
account the macroeconomic context, should sup-
port sustainable economic growth in the country
and provide innovation and investment support
for a diverse conglomerate in the national envi-
ronment.

In2018-2019, the growth of the national econ-
omy is gradually increasing and will approach the
priority growth rate of 5—7%, which will ensure
sustainable development and increase social liv-
ing standards in society, and modern and ade-
quate monetary policy should promote this.

Innovative aspects, investments and growth
potential in the national macroeconomic envi-
ronment should be significantly increased in case
of necessary transformational changes, including
improving the quality of regulatory institutions,
diversification of regulatory and administrative
processes, improving protection of private and
intellectual property rights, reducing corruption,
increasing the efficiency of the financial sector,
which will promote the development of entrepre-
neurial activity in the country, etc.

Thus, the regulation of processes in the mac-
roeconomic environment in conditions of per-
manent turbulence and under the influence of
significant risks has highlighted the task of
comprehensive study of complex, turbulent,
multilateral and multilevel interdependence of
globalization and government institutional reg-
ulation. Therefore, understanding the dynamics
of their relationship and interaction is of par-
ticular importance for deepening understanding
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Fig. 1. Dynamics of Special Drawing Rights for the period 2014-2019
(per 100 units) (Source: built by the author according
to the National Bank of Ukraine)
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of current trends in mechanisms and models of
state institutional regulation and theoretical and
methodological justification for reforming insti-
tutional intervention in the national environment.

Ukraine's financial system has been under
tight budget constraints for the past five years,
which should ensure:

- macroeconomic stability;

- strengthening the financial security of the
country;

- trust of internal and external stakeholders in
the economic policy of the country.

It should also be noted that the choice
of restrictions depends on the objectives of
socio-economic policy, the institutional organi-
zation of the budget process and the methodol-
ogy of fiscal policy.

Basic principles of budget policy in the sys-
tem of state institutional regulation of open econ-
omy in modern transformational conditions:

- the principle of a balanced state budget
(setting the size of the country's budget deficit)
requires a balance of all revenues and expendi-
tures or limiting the size of the budget deficit to a
certain share of gross domestic product, for exam-
ple in 2019 Ukraine's budget deficit was 1.8% of
GDP; loans are made only to finance investments;

- principles of loan financing: prohibition of
government loans from domestic sources, from
the national bank or restriction to a certain pro-
portion of government revenues and expendi-
tures of previous periods;

- the principle of the amount of public debt or
reserves, compliance with which involves limit-
ing the debt indicator in relation to gross domes-
tic product and the amount of state reserves.

Despite the many scientific studies that reveal
the methods, directions and mechanisms of state
institutional regulation of the open economy in
modern transformational conditions, pragmatic
vectors are implemented in practice. For example,
in the European Union, budget policy, in contrast
to monetary policy, remains decentralized and
controlled by the countries that are part of this
integration structure. Ensuring budgetary disci-
pline within the union and maintaining its flex-
ibility, which will provide instrumental support
to combat cyclical downturns in the macroeco-
nomic environment, remains a contentious issue.

The main laws of state institutional regulation
of the open economy in modern transformational
conditions:

- regulation should be carried out under the
influence of macroeconomic theory and factors
of globalization: increased independence of
national banks; objects of taxation focused on
consumption; focusing economic policy and tar-
geting inflation parameters;

- transformations taking place in the global
economy lead to areassessment of the possibilities
and necessity of state institutional intervention,
especially in monetary and fiscal instruments;

- growth of international capital flows;

- increase in the global financial market;

- development of financial innovations;

- requirements of budgetary -constraints:
reduction of budget deficits and reduction of
growth rates of government expenditures and
debt; reducing the tax burden on the economy;

- the exchange rate regime is a priority
instrument of state institutional regulation of
the national economy, the fixed exchange rate
regime increases the effectiveness of fiscal pol-
icy and reduces the role of monetary instruments,
and vice versa, the floating exchange rate is a pri-
ority monetary instruments, and fiscal policy has
a secondary impact;

- at a fixed exchange rate, monetary policy
is inefficient and negatively affects the develop-
ment of the national economy;

- monetary policy is aimed at targeting infla-
tion, but it should be remembered that inflation
affects the growth of costs and is a factor in
aggregate demand;

- debatable choice between a policy based on
strict principles, norms and discretionary policies,
in which decisions on regulatory measures are
made depending on the current socio-economic
situation in the macroeconomic environment.

For the national economy, monetary regula-
tion today has the following trends:

- strengthening the independence of the NBU;

- inflation targeting is provided as vectors of
state regulation;

- enhanced openness of the national macroe-
conomic environment;

- resumption of international capital flows and
a moderate increase in the volume of various seg-
ments of the financial market;

- development of financial innovations;

- strengthening the interdependence of the
Ukrainian financial market from the international
one, there is a convergence of world and domes-
tic interest rates;

- the country refuses intermediate forms of
fixing the exchange rate;

- within the framework of monetary pol-
icy, the NBU's macroeconomic parameters are
planned: refinancing rates, reserve require-
ments, the growth rate of the money supply,
etc. Based on the results of the analysis, the
planning of economic parameters in the frame-
work of monetary regulation in the context of
globalization, becomes ineffective because it is
complicated by the operation of modified mar-
ket mechanisms.
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Conclusions. Thus, the proposed meth-
odological support for modeling the deter-
minants of state institutional regulation of
open economy, aimed at compositional reg-
ulation of processes in the macroeconomic
environment, taking into account permanent
turbulence, risk and complex, multilateral and
multilevel interdependence of globalization and
government regulation. Modeling the deter-
minants of state institutional regulation of the
open economy provides methodological sup-
port for the system of strategic development of
the national economy.

The main determinant that will promote
socio-economic growth in the macroeconomic
environment is concentrated in the flexibility of
inflation targeting, ie deviation of inflation from
the set parameters and this phenomenon will not
prevent its return to the parametric range on a
balanced horizon of macroeconomic policy.

It is proved that a significant direction of global
shifts is the change of power systems, models and
mechanisms that ensure the formation of modern
adequate organizational and functional structures
of state institutional regulation, to identify whichno
stable and dominant definitions have been found.
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