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Conclusions The results of these studies suggest that the main measures of 

neutralization of the existing threats to economic security of Ukraine should be: 

monitoring and identification of factors that reduce the stability of the socio-

economic system in the short and long term; development and implementation 

of economic policy and institutional transformation aimed at removing or 

mitigating the harmful effects of the risk-forming factors, localization and 

elimination of threats. 
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EXPRESSION OF RATIONAL EXPECTATIONS IN PUBLIC 

GOVERNANCE 

 
Summary. The increase in citizens’ expectations creates new growing challenges to the 

system of public governance. This management involves complex processes and interactions 

that shape and implement public policies, and affect quality of life. One of the factors of 

successful governance is the adaptation of rational expectations.  Rational expectations are 
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linked to the process of forecasting. In other words, citizens’ expectations and actions are 

adjusted on the basis of future. Also, forecasting the possible consequences of government 

decisions or possible actions of rulling classes, economic stakeholders can make decisions in 

advance. The contemporary activities of public administration should be based on the 

principles of expectations management.  Economic stakeholders must identify the 

government’s activities, reasons for the activities or fiscal policy measures when regulating 

budget. This way expectations are formed. In other words, expectations in the public 

administration have to recognize the management functions in shaping policies, i.e. conflict 

resolution, policy leadership, policy initiation and formulation, establishment of targets and 

resource allocation.  Public governance requires the use of all available relevant information 

to formulate one’s forecast about prices, interest rates, government’s policies and 

management etc. 

Key words: New governance, public governance, citizens’ expectations, rational 

expectations theory, formation of expectations. 
 
 

Research problem. The outlook of rational expectations to the world are 

of great importance to the stabilization of regular policy.  The assumption of 

such a policy intervention is that it has unexpected negative economic impact. 

The hypothesis of rational expectations suggests that economic actors predict 

the consequences of political actions. If political actions and consequences are 

regulated, this will be clarified and it will form a part of the information on 

which the economic plans are based. In this way, the influence of economic 

expectations can reveal the country’s economic policy and it’s management 

(Kantor, 1979).  

New public management is often referred to as evolving metadata 

(management management) seeking to combine the expoitation of traditional 

public administration, market elements and the 21st century networked 

structural compounds in public sector activities (Osborne, 2010; Guy Peters etc. 

2013). It has been argued that the management of public institutions and state 

structures has never been an easy and simple process.  As in the middle of the 

20th century a famous philosopher existentialist K. Jasper wrote, effective 

functioning of organisations requires a certain „regular order“. But at the same 

time he realized that organizational stability is only relative, and the functioning 

of institutions is ever a finite phenomenon. Organizational – functional 

activities systematically acquire new forms of activity and content that are 

determined by objective and subjective factors (Raipa, 2016). Therefore the 

state can be perceived as a combination of complex interactions and processes 

and management networks. Public management can be perceived as structures 

and processes, which are used by the government to make decisions and use 

resources to manage the society and the economy. (Tollefson etc. 2012). 

National citizens expect governments to solve problems more effectively and 

work more efficiently: citizens demand more public services that are more 

personalized and of better quality, but these expectations can not be met by 

increasing public expenditure. As citizens’ confidence in governance is 

weakening, governments need to act not only efficiently – to do more disposing 
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of smaller resources but also in clearly visible ways in order to regain trust of 

their citizens. Public policy and management strategies must be of public value, 

legitimized and feasible and sustainable (Sorensen etc., 2012). In other words, it 

is necessary to find the appropriate ways of  management and public sector 

activities that address topical issues of public administration: sustainable 

development, public sector integrity, and increased people’s confidence in 

government.  The Public Governance Reviews of the Organisation for 

Economic Cooperation and Development (OECD) show that states are aiming 

to create such public managenent systems that would ensure the government’s 

ability to operate effectively in a complex and dynamic environment for solving 

complex social and economic problems. In other words, the ai mis to ensure that 

public administration reforms would meet the growing expectations of citizens 

(Gaule, 2014).  

Citizens’ expectations are of great importance for shaping economic policy 

and affecting changes in business activities. Before making a decision whether 

to use or invest, a citizen not only estimates the current situation, but also 

shapes an opinion on possible changes in the future. It can be argued that the 

formation of economic expectations depends on the structure of the whole 

economic system. Public management must understand the mechanism of the 

formation of expectations and evaluate the impact of the expectations on the 

decisions of economic stakeholders (Misiunas, Jazukeviciute, 2012).  

It should be noted that the effectiveness or ineffectiveness of public 

administration can be explained by the theory of rational expectations. The 

theory states that citizens are capable of correctly assessing the processess that 

are or were going on and to see the future in the right way in advance. The 

theory of rational expectations is based on information based on the analysis of 

possible future events. It is emphasized that rational expectations are the 

anticipation of economic future events. Market participants, considering all 

possible information, can predict future events quite accurately. According to 

scientists, the theory of rational expectations occupies a significant place in the 

system of economic research. It is also important that rational expectations 

theorists claim that the future is better foreseen by companies than by 

governmental entities. The former are more responsive to changes in the 

economic situation as companies can „neutralize“ economic decisions of 

government (Martisius, 2003).  

Scientists say the public administration system must become a rational and 

smart system. By interacting citizens receive information and other resources 

they need to be able to achieve the aims of the system when they have seen 

critical aspects of their environment and have made the  approppriate timely 

decisions.  In other words, the public administration system must include 

structures and means that address the social and economic problems of 

stakeholders (governmental, non-profit and business sector representatives) 

(Juceviciene, Jucevicius, 2014). In this way, in public administration it is 

necessary to predict future events, to try to predict what future economy will be, 
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thus assessing the information available. Organizing effective public 

management reuires taking action to identify and manage unclear, confusing 

and unrealistic expectations or taking no action. However, passive management 

in shaping consumer expectations reinforces the impact of other information 

that affects the final expectations and dependent variables.  It should be 

emphasized that informational, external and the closest expectations 

immediately form the final expectations about a product and a service. The 

formed final expectations influence the dependent variables, which is 

behaviour, intent, attitude, and related expectations. In other words, the 

formation of final expectations is the main objective of public administration 

communication activities (Bakanauskas, Rackauskaite, 2010). 

Novelty of the research. Guogis, A. Silinskyte (2013) and A. Raipa 

(2011), (2013) analyzed the significance of the new public administration for 

society. The aspects of management style were explored by E. Chlivickas 

(2009), P. Zakarevicius (2011), V. Grazulis (2012). M. Bernotiene (2010) and 

E. Stumbraite-Vilkisiene (2011) explored the involvement of citizens in the 

decision-making process and the factors influencing citizens’ participation in 

the provision of public services. Current foreign scientific literature analyzes 

economic expectations uite broadly: N. Gertchev (2007), M. Wajzer (2015), 

A. W. Schulz (2011), N. N. Cheek ir B. Schwartz (2016), S. Gerogiorgakis 

(2016), I. H. Ayala ir A. Palacio-Vera (2016), W. B. Arthur (2013), H. C. 

Lodhia (2005), S. Choa ir A. Moreno (2011), R. Driskill (2006), W. Branch, 

(2004). In Lithuania there has been relatively small amount of empirical 

researches on economic expectations accomplished.  Researchers M. Dapkus 

and K. Matuzeviciute (2008) analyzed emigration factors influenced by 

economic expectations. J. Kartašova (2016) analyzed rationality-based theories 

and their critique. R. Natkeviciene (2010) analyzed the influence of household 

economic expectations on macroeconomic processes. However, scientific 

literature needs new research that would help to reveal how shaped expectation 

need to be managed. In other words, the organization of effective public 

management requires measures to identify and manage unclear, confusing and 

unrealistic expectations.  

The aim of the article. The purpose of this article is to highlight the 

expression of rational expectations in the concept of public administration. 

Arrangement of the main research material. The theory of rational 

expectations has become a revolution in the world of economics. In 

macroeconomic theory, it is widely agreed that expectations of economic actors 

have an impact on macroeconomic processes. But today there is no consensus 

on how these expectations are shaped and what a predictive meaning they have. 

Therefore, many authors examine by various models the theories about the 

formation of economic expectations, and their reliability as a predictor of the 

future (Natkeviciene, 2010). The current global ecnomic situation shows that 

the activities of public situations and public administration do not meet the 

reuirements of management reform and management modernization. The 
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efficiency of public administration, which is expected by taxpayers who finance 

public programs and projects leads to disappointment in government and the 

entire system of public administration; distrust grows of the country’s most 

important institutions that fail to overcome disorder, financial problems, legal 

nihilism, fail to guarantee the democratization of governance and the successful 

functioning of essential elements; meantime politicians who focus on key areas 

of governance reform often choose wrong, and sometimes unlawful decisions; 

the reforms that have been launched become stagnant before they have yielded 

any results.  (Raipa, 2009). In this way economic stakeholders form negative 

expectations, later – an attitude, an opinion on public management. The 

formation of expectations is no longer an ongoing process, making it difficult 

for organizations to identify and recognize well-established expectations and 

manage them.  Most of the economists agree that people are trying to estimate 

and predict management trends. However, critics point out the inaccuracies, 

because the expectations of the future can not be completely accurate because 

not all political actions are known to people. In addition, government policies 

can be deceptive, i.e. the government can not keep its promises. Though more 

and more macroeconomists are relying on a rational expectation hypothesis,  

nevertheless, most people are of the opinion that too much is expected from the 

subjects of economic relations – employers, employees, and consumers. It is not 

clear whether these stakeholders understand the government’s economic policy 

(Deaton, Muellbauer, 1980).  

Therefore, it needs to be emphasized that in the contemporary environment 

of the developement of public administration reforms, the interaction between 

knowledge, experience, policy understanding and decision making is needed, 

involving public and private sector organizations together involving public and 

non governmental organizations in management improvement (Raipa, Skietrys, 

2009). Their activities should be based on the principles of expectations 

management. In this way, economic stakeholders would not only respond to the 

policy moves, but would also anticipate the expected changes in management 

and would make decisions in advance.  In other words, predictions and 

neutralization of government resolutions is possible. It is also important that 

economic stakeholders can influence the ruling classes factors while forecasting 

economic changes. Therefore, the application of rational expectations in public 

administration affects not only macroeconomics, but also the whole economy.    

The behaviour that rational expectations theorists are trying to calculate is 

very important in public management. Positive or negative expectations 

activated by economic actors can be a factor helping to decide on forther actions 

– shaping or changing behaviour. On the other hand, sattisfied or not satisfied 

expectations form or change attitude accordingly. Each economic entity faces 

the need of expectations assesment when it comes to assessing public 

administration. The justification of expectations depends on the accuracy of the 

perception of the environment, on information interpretation, aggregation, 

evaluation and made decisions, i.e. behaviour. Expectations that are justified at 
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the present time may turn into doubt, psychological dissatisfaction and altered 

behaviour in the future. Therefore, the justification of expectations determines 

not only the level of satisfaction of the entity, but also the determination to 

predict in the future (Stasys, Malikovas, 2010). 

Conclusions. The theory of rational expectations is based on assumptions 

such as rational behaviour of market players in a dynamic environment, 

considering the uncertainty of the future. When making a decision economic 

entities are not only interested in the current economic situation, but also they 

form rational expectations about economic activity and governmental activities 

trends in the future.    The theory of rational expectations is based on the fact 

that economic entities analyze not only the past, but also the future. Prediction 

is one of the key factors in this theory. Another important economic factor in 

the theory of rational expectations is expectations that influence the functioning 

of the economy. Economic entities must identify and recognize their 

expectations and manage them.  

The public administration system faces more and more new challenges as 

citizens’ expectations increase. This management involves complex processes 

and interactions that shape and implement public policies which affect quality 

of life. In other words, it is a state level activity that seeks to regulate the order 

in a state and in a population group. There are special state or municipal 

institutions that have management powers granted by law. Modern public 

administration activities should be based on the principles of management of 

expectations, i.e. the adaptation of rational expectations. Economic actors can 

make decisions in advance, predicting what are the possible consequences of 

government decisions or what can be the factors of ruling classes. Economic 

entities must identify the government’s activities, the reasons for that activity or 

fiscal policy measures for regulating the budget and forming expectations. In 

other words, the expectations of public administration must see the management 

functions for shaping policies, i.e. conflict resolution, policy leadership, policy 

initiation and formulation, goal-setting, resource allocation, etc. Although, 

many advocates of rational expectations theory say that economic entities are 

not well informed about public management, i.e. the functioning of the 

economy. 

References 
1. Arthur, W., B. (2013). Complexity economics: a different framework for 

economic thought // Institute for New Economic Thinking Research Note #033, 

March. 

2. Ayala, I., H. ir Palacio-Vera, A. (2014). The Rational Expectations 

Hypothesis: An Assessment from Popper’s Philosophy // Working Paper No. 

786, Universidad Complutense de Madrid. 

3. Bakanauskas, A., Račkauskaitė, I. (2010). Vartotojų lūkesčių formavimo 

modelis // Organizacijų vadyba: sisteminiai tyrimai. – 2010, Nr. 54, p. 7-20. – 

ISSN 1392-1142. 



 108 

4. Branch, W. (2004). The Theory of Rationally Heterogeneous Expectations: 

Evidence from Survey Data on Inflation Expectations // Economic Journal: 

Volume 114, Issue 497, July 2004, Pages 592–621. 

5. Cheek, N. N. ir Schwartz, B. (2016). On the meaning and measurement of 

maximization // Judgment and Decision Making, Vol. 11, No. 2, March 2016, 

pp. 126–146. 

6. Choa, S., Moreno, A. (2011). The forward method as a solution refinement 

in rational expectations models // Journal of Economic Dynamics and Control. 

No. 35 (3). 

7. Driskill, R. (2006). Multiple equilibria in dynamic rational expectations 

models: A criti-cal review // European Economic Review. No. 50 (1). 

8. Gaulė, E. (2014). Sumanus viešasis valdymas: samprata ir dimensijos // 

Viešoji politika ir administravimas, 2014, T. 13, Nr. 3, p. 372-385. 

9. Gerogiorgakis, S. (2016). Mind the Croc! Rationality Gaps vis-à-vis the 

Crocodile Paradox // History and philosophy of logic, 2016, Vol. 37, No. 2, 

101–113. 

10. Gertchev, N. (2007). A Critique of Adaptive and Rational Expectations // 

Quart J Austrian Econ (2007) 10:313-329, DOI 10.1007/S12113-007-9023-1. 

11. Kantor, B. (1979). Rational Expectations and Economic Thought // Journal 

of Economic Literature, Vol. XVII. 

12. Kartašova, J. (2016). Racionalumo transformacijos: finansų elgsenos teorija 

ir praktika // Mykolo Romerio universitetas: Vilnius, 2016. 

13. Lodhia, H., C. (2005). The Irrationality of Rational Expectations – An 

Exploration into Economic Fallacy. – Coventry: Warwick University Press. 

14. Martišius, S. (2003). Ekonomikos mokslas dviejų šimtmečių sandūroje // 

Ekonomika, 2003, 63, ISSN 1392-1258. 

15. Misiūnas, A., Jazukevičiūtė, R. (2012). Lietuvos gyventojų lūkesčiai ir jų 

vertinimo galimybės // Lietuvos statistikos darbai, 2012, vol. 51, No 1, pp. 66-

72. 

16. Natkevičienė, R. (2010). Namų ūkių ekonominių lūkesčių ir 

makroekonominių procesų sąsajų vertinimas Baltijos šalyse: magistro darbas: 

62404S112 // Ekonomika – Kaunas: Vytauto Didžiojo universitetas. 

17. Osborne, S. (2010). The (New) Public Governance: a suitable case for 

treatment? Esantis S. Osborne (red.), The New Public Governance? – Emerging 

Perspectives on the Theory and Practice of Public Governance (psl. 1-17). 

London: Routledge. 

18. Pierre, J., Guy Peters, B. (2013). The Role of Public Administration in 

Governing. Esantis J. Pierre, B. Guy Peters (red.), The SAGE Handbook of 

Public Administration (psl. 1-13). Los Angeles: Credo Reference. 

19. Raipa A., Skietrys E. (2009). Viešosios ir privačiosios partnerystės 

socialinio vertinimo teoriniai aspektai. Socialinis darbas. 2009., 8 (1). 



 109 

20. Raipa, A. (2016). Metavaldymo samprata ir struktūra // Viešoji politika ir 

administravimas (Public policy and administration), 2016, T. 15, Nr. 4 / 2016, 

Vol. 15, No 4, p. 523–537. 

21. Schulz, A. W. (2011). Gigerenzer’s Evolutionary Arguments against 

Rational Choice Theory: An Assessment // Philosophy of Science, 78 

(December 2011) p. 1272–1282. 0031-8248/2011/7805-0046$10.00. 

22. Sorensen, E., Torfing, J. (2012). Collaborative Innovation in the Public 

Sector, The Innovation Journal: The Public Sector Innovation Journal, 2012, No 

17 (1), p. 1–14. 

23. Stašys, R., Malikovas, A. (2010). Vartotojo lūkesčiams darantys įtaką 

veiksniai // Management theory and studies for rural business and infrastructure 

development. 2010. Nr. 22 (3). Research papers, ISSN 1822-6760. 

24. Tollefson, C., Zito, T., Gale, F. (2012). Symposium Overview: 

Conceptualizing New Governance Arrangements, Public Administration, 2012, 

No 90, p. 3–18. 

25. Wajzer, M. (2015). The Explanatory Potential of Rational Choice Theory: A 

Critical Assessment // Social Evolution & History, Vol. 14 No. 1, March 2015 

65–86. 

26. Jucevičienė P. and Jucevičius R (2014). What does it mean to b.e smart? 

Proceedings of the 8th Scientific Conference “Business and Managament 

2014”, May 15–16, p. 

27. Guogis, A., Šilinskytė, A. (2013). “Naujasis viešasis valdymas” kaip 

pilietinė vertybė: lietuvos bendruomenių aktyvumo atvejis, ISSN 1392-3137. 

TILTAI, 1 

28. Raipa, A., Buškevičiūtė, J. (2011). Sprendimai šiuolaikinio viešojo valdymo 

evoliucijoje, Viešoji politika ir administravimas, ISSN 2029-2872 (online) 

Public Policy and Administration, T. 10, Nr. 1, p. 17–26. 

29. Raipa, A., Jurkšienė, L. (2013). Inovatyvumas modernizuojant viešąjį 

valdymą: Baltijos šalių ir Danijos lyginamoji analizė, ISSN 1648-9098. 

Ekonomika ir vadyba: aktualijos ir perspektyvos. 3 (31). 22-32.  

30. Deaton, A., Muellbauer, J. (1980). An Almost Ideal Demand System, 

American Economic Association, The American Economic Review, Vol. 70, 

No. 3 (Jun., 1980), pp. 312-326. 
 

 

 

 

 

 

 

 

 


