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PRINCIPLES OF INSTITUTIONALIZATION OF TRANSFORMATION OF LAND RELATIONS

Koliadenko D.L.

Candidate of Economic Sciences
Vinnytsia National Agrarian University
Vinnytsia

Abstract

Our research contains major institutional problems that affect to the level of economic development. The
formation and development real “market” of agricultural land has become a challenge for the country and imme-
diate need a solution. There are internal and external factors which can explain some aspects of Ukraine develop-
ment: the development of the international division of labor, globalization of economic processes, gain competitive
principles in foreign economic relations, especially in the new requirements facing the agricultural sector due to
the accession of Ukraine WTO.

The purpose of the paper is the disclosure of theoretical and methodological foundations for the definition of
the essence, role and place of the category of «institutional land market” in the functioning of the market mecha-
nism with the presentation of the methodological basis for the identification of this concept in the constitution of
scientific discourse as well as the definition of the principles of the formation of institutional security of agrarian
enterprises in the conditions of market transformations.

Using the database «World Value Survey data base» we have analyzed that the major institutional is the
system of property rights. First, we will list the main institutional components that are necessary for the normal
functioning of the land market. Taking advantage of the European experience, we select the groups of factors and
their components. The evaluation of such factors is not only possible in terms of «digital» analysis and this is
understandable. We will try to analyze these components differently. We will define and make the rating positions
for the merits of development in comparison with other countries on the principle of complex analysis of sample
observations. To do this, we will use open static databases as well as partially compiled rating assessments in open-

source information sources.

Keywords: transformation of land relations, institutionalism, institutional approach, institutional transfor-

mations, rating analysis, land market.

Formulation of the problem. Without the crea-
tion and implementation of really effective mechanisms
for the efficient use of land resources, it is extremely
difficult to imagine the further development of
Ukraine's economy and agricultural production, in par-
ticular. In today's conditions, efficient agricultural pro-
duction is impossible without broad investment, long-
term investment and a sound policy of introducing in-
novative and high-tech production methods, and invest-
ment attractiveness is determined primarily by a num-
ber of institutional rules. Lack of proper investment in
innovative development is a key problem in the trans-
formation of our economy. In turn, the inflow of invest-
ments directly depends on the effective observance of
property rights, as one of the key institutional factors,
as well as on the efficient land market. In market con-
ditions (unlike the so- called "planned economy") it is
impossible to achieve efficient use of land resources
without the circulation of agricultural land. The lack of
a real mechanism for regulating land turnover creates
an illegal or semi-legal sector in the field of land re-
sources and this makes it impossible to further develop
the production sector in agriculture, as well as has neg-
ative consequences for the overall development of rural
areas as a whole. Defining the main aspects of the
transformation of land relations in the key of institu-
tional theory - the main way to achieve economic de-
velopment and the formation of an efficient land mar-
ket. Another important factor is the need to implement
transformations intra forces without depending on
the "pressure” of international organizations, including
the IMF.

Thus, the research problem formulated by us is an
attempt to identify key institutional factors in the trans-
formation of land relations and their role and signifi-
cance for the formation of an open market for agricul-
tural land.

Analysis of recent research and publications. The
basic foundations of institutional theory have been de-
veloped by leading scholars such as Thorstein Veblen
[1], Douglas North [4], John Galbraith, and Ronald
Coase. Among the domestic economists who studied
the impact of institutional theory on market mecha-
nisms and the transformation of land relations should
be noted the works of L. Kazmir [3], O. Krysalny,
O. Zagursky, M. Lendel [5], O. Prut-
skaya [10], O. Skorupska. The works of V. Andri-
ychuk, Y. Bilyk, P. Sabluk, T. Salnikova, A. Tretyak,
V. Yurchyshyn and others are devoted to the formation
of the land market. G. Kaletnik [2], G. Shpykulyak [2],
D. Dobryak paid attention to the study of the problem
of development and improvement of the agricultural
land market. It should be noted that in the works of the
above scientists there is no single view on the is-
sue. Sometimes we even encounter a polar difference
of opinion. Such diversity in coverage and issues ne-
cessitates the need for further research and research,
which determines the relevance of the study.

Institutional changes, as an important aspect of
modern socio-economic transformations on our soil,
were studied by V. Bazylevych, G.Vatamanyuk,
V. Geets, V. Golikov, O. Radchenko, A.
G. Ritsenko, P. Kleiner, V. Lisovytsky,
1. Malyi, O. Olejnik. Their works emphasized that the
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successful solution of the problems of systemic trans-
formation of land relations is impossible without appro-
priate theoretical support, which should not be limited
to analysis and generalization of experience of market
transformations in other countries, as well as issues of
land use and protection in new economic conditions.

The works of domestic economists raised issues
related to institutional changes in land management, in-
sufficient research on the application of institutional
theories on current issues of transformation of relations
in the system of agricultural land ownership, which in
our opinion is one of the key factors in investment. In
our opinion, it is worth trying to systematize and gen-
eralize the key theoretical and methodological provi-
sions of institutionalism as a very powerful and prom-
ising scientific field and highlight those of its features
that can theoretically play a significant role in further
development of the theory of creation, implementation
and further regulation of land market and transfor-
mation. land relations in Ukraine by civilization.

The purpose of the work is to identify the main
institutional factors in the process of formation of the
land market, as a very important part of the agricultural
sector, and probably the budget-generating industry in
the near future; identification of opportunities to in-
crease the efficiency of agricultural production in
the transformation of the land market; developing the-
oretical concepts and defining the role of the state and
local governments (according to the accepted concept
of decentralization) in relation to improving the policy
in the field of ownership of agricultural land resources.

The following tasks are set in the article:

e conduct analytical studies conflicting is-
sues that occur in the course of formation of the land
market in the agricultural sector, showing their solu-
tions in the interest of the whole society;

o identify the institutional restrictions that exist in
the country in relation to the rights to own, use, dispose
of land resources;

e comparative rating method to assess extent to in-
stitutional factors identified in this and that meet the
opportunities and open land market in Ukraine now and
explore whether it is possible to lift the moratorium on
selling agricultural land in Ukraine soon.

Methods: in the study of economic phenomena
and processes we used collectively spine of general
and special methods. The dialectical method of cogni-
tion and its use for the agricultural sector of the econ-
omy is used. In determining the nature and features of
institutional factors in the transformation of land rela-

tions, the method of analysis was used; the rating struc-
ture of compliance of institutional indicators was inves-
tigated and determined by the method of compari-
son. The method of comparison of rating indicators for
the aggregate assessment of institutional categories is
applied, and also the basic elements of the index
method are applied.

Presenting main material. The essence of the
process of transformation of land relations in Ukraine
provides a scientific justification of the mechanisms of
their development, which is determined and specified
by a set of methods and tools for measures aimed at
forming an efficient land market, rational land use and
protection of natural resources of Ukraine. Thus, the
perfection of land relations is the coherence between
the most important components of the mechanism of
their development, taking into account the factors of
balance at the state, region and local government in ac-
cordance with the accepted basic principles of sustain-
able development and the concept of decentralization.
This, in turn, requires further improvement of legisla-
tive, social, economic and environmental factors in the
formation of these relations, which will allow our de-
scendants to continue to effectively and fully use
Ukrainian lands - a natural resource that is a unique
component of the country's resource potential.

The main principles and goals of transformations
in the agricultural sector are defined by G.M. Kaletnik
and remain relevant: The organization of land use po-
tential of the country needs not just the improvement of
the "pre-reform"” land management system, but its rad-
ical modernization [2] taking into account specific nat-
ural, economic and social conditions in accordance
with the objectively existing laws of development of
economic systems and the interaction of nature and so-
ciety [3, p. 25].

It is necessary to determine the role and im-
portance of institutional tools that are important for the
management system. The main task of the established
institutional instruments is to consolidate property
rights to land resources by effective owners, ensuring
their optimal use, protection and reproduction. The
separation of powers between public authorities and
local self-government, in particular with regard to land
management and control functions, can and should be
provided by institutional instruments, as the use of rigid
administrative instruments in this area usually does not
lead to effective capacity building in agriculture.

Itis clear that the effective functioning of the land
management system can be said only if it is properly
provided (Table 1).
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Table 1

The main types of land management system

Types of security

Main tasks (content)

Scientific and meth-
odological

Development of theoretical foundations and methods of land use management.
Development and experimental testing of relevant guidelines for management and
design bodies (organizations).

Regulatory rights

Formation of the legal field of land policy.
Development and adoption of relevant regulations.

Organizational and | tion.

economic

Economic evaluation, registration and accounting of lands. Forecasting and planning
of land use and protection; development of appropriate land management documenta-

Improving the organizational and economic mechanism of land use rationalization.
Coordination of land management, urban planning, agro-technical, agro-ameliorative
and other bodies and services at different territorial levels.

Information and tech- plorations.

Conducting topographic and geodetic, soil, geobotanical and other surveys and ex-

Inventory of lands, assessment of their quality. Certification of land plots. Mapping

nical
of land resources.
Adaptation of IT tools to management needs
Staff Training, retraining, advanced training and certification of specialists.

Licensing of land management activities.

* Source - for [3].

Setting a task that would solve the problem of ef-
fective organization of the land market, necessitates a
comprehensive, interdisciplinary in content, research
that would precede the adoption of appropriate man-
agement and design decisions. Therefore, in the trans-
formation of the market economy in Ukraine and the
formation in the future of a market system of land man-
agement, the formation of a clear system of theoretical
and methodological foundations of land management
should be interpreted as one of the priorities of econom-
ics and related legal and land sciences. After all, the
term "land management science" is traditionally under-
stood as a system of scientific disciplines and areas that
study the patterns of manifestation of various aspects of
land management (in a broad sense, i.e., as a socio-eco-
nomic phenomenon) in their relationship and develop-
ment. Under the "legal” components should outline the
systems of property rights, mechanisms for their provi-
sion, public confidence in them, which are the main "in-
stitutional" factors in this direction [3].

In modern domestic literature there are still not
only different interpretations of the main tasks and
mechanisms of rational use of land and land, but still
not unified content of key concepts and terms of the
theory of land management in the new socio-economic
conditions. It will be recalled that the guidelines of the
United Nations Economic Commission for Europe pro-
pose to interpret land management as a process that al-
lows efficient use of land resources and information
about them. However, a critical analysis of the creative
work of representatives of different areas of institution-
alism suggests that the methodological principles of
these areas, as a rule, still complement each other (as-
signing institutions the role of determinants of human
behavior). We consider it quite possible and logical not
to single out separate theories of institutionalism as a
representative scientific direction, ie not to divide it
into separate components, but to use the concept of "in-
stitutionalism" (and its derivatives) as a generalizing

term [3]. Nobel Prizes in the works of the most promi-
nent representatives of institutionalism - G. Myrdal and
F. von Gaek (1974), J. Buchanan (1986), R. Coase
(1991), D. North and R. VVogel 1993), and most recently
- Oliver Garth (2016 for his contribution to "contract
theory", which is an essential component of institu-
tional economics) - can be seen as eloquent evidence of
the growing authority of institutionalism in world eco-
nomics today. Thus, in our understanding, the institu-
tional approach to governance is based on the use of the
achievements of all theories or currents of institutional-
ism, so we can assume that its essence is not to limit the
analysis of economic phenomena and processes in its
purest form, but to take into account research. in turn -
non-economic factors (primarily relevant institutions
and institutions, social "moods", legal aspects).

It is worth noting that in this paper we approach
the understanding of the concepts of "institution" and
"institution" in terms of classical science in the under-
standing of Herbert Spencer. By the term "institution"
we mean a set of formal and / or informal rules and reg-
ulations, as well as the means to ensure their ob-
servance, but by the term "institutions" we mean organ-
izations or institutions entrusted with the functions of
monitoring compliance with rules and regulations and
providing conditions for their implementation. The cat-
egory "institutional environment" is understood by us
as a system of institutions and institutions that deter-
mine the nature of public life, primarily in its socio-
economic manifestations. After all, analysis, like eve-
rything else that concerns institutions, will be called
"institutional in this paper, while various aspects that
are directly related to institutions will be called "insti-
tutional.” The formation and development of neo-insti-
tutionalism is also based on the interpretation of insti-
tutions as a set of formal and informal norms that limit
the options for rational choice of economic entities [3].
According to D. North, institutions are "rules of the
game in society or, more precisely, man-made re-



38

Annali d’ltalia Ne14/2020

strictions that direct human interaction in a certain di-
rection.” They structure incentives in the process of hu-
man exchange - political, social or economic [4].

When using the institutional approach, it is im-
portant to distinguish the main differences between in-
stitutionalism and other economic theories and trends.
To deepen the theoretical and methodological support
of modernization of the Ukrainian system of land mar-
ket formation and management on a national and re-
gional scale, the following features of institutionalism
should be taken into account: from the point of view of
classical economic theory the economy is considered as
a basis for science, culture, politics , and institutional-
ism considers these concepts to be very closely inter-
connected and interdependent, and therefore equiva-
lent; unlike the marginalists, who study the economy
"in its purest form", rejecting the social side, the insti-
tutionalist explores it only as part of one of the compo-
nents of the social system; categories (such as price,
profit, demand) familiar to the neoclassical school are
not ignored, but are considered taking into account the
fuller range of interests and socio-economic relations;
economic entities are not treated as "optimizers"
("maximizers" or "minimizers") of a particular objec-
tive function, but as those who act in accordance with
certain social norms, accepted rules of conduct or "hab-
its"; the interests of society are primary. The actions of
individual actors are largely determined by the situation
in the economy as a whole, not the other way around.
In particular, their goals and preferences are shaped by
society. In classical political economy and marginal-
ism, it is believed that the interests of the individual
arise first, which shape the interests of society as a
whole; institutionalism is based on the interpretation of
the economy as an evolving system, which is deter-
mined by cumulative processes.

The consequence of the dysfunction of established
market institutions - the growing size of the shadow
market, the accumulation of non-payment of wages,
unemployment, corruption, declining real incomes, the
reduction of the "middle class" against a growing pop-
ulation living below the poverty line, raiding, open and
hidden other negative processes and phenomena [3, p.
30]. In view of this, in modernizing the land manage-
ment system, much attention should be paid to the study
of social norms and rules as basic regulators of human
interaction, which attribute a certain nature of individ-
ual behavior in a given situation, which may be volun-
tary - for norms or should be based on sanctions. (so-
cial, economic, legal) - for rules.

Identifying institutions that will improve land use
at the regional level is a difficult task. We will try to
identify factors that may contribute to their develop-
ment:

1) clear and understandable long-term planning,
which is the main stabilizing factor in management,
both at the national and regional levels;

2) development of monitoring as a tool of analysis
and strategic plans, if such a need arises. In our opinion,
this factor should be strictly defined and subordinated
to the first - in particular the limits of adjustment of
long-term planning are defined,

3) the development of public control, as the most

important factor and factor of institutional development
of society - the transfer of some control to public organ-
izations - this factor is extremely underdeveloped in
Ukraine - only in recent decades it begins to develop
and is still at an insufficient level;

4) coordination of current management decisions
between different levels of performers.

The organization of rational use of land resources
is a multifaceted cross-sectoral problem, the successful
solution of which requires the modernization of the en-
tire land management system and a comprehensive ap-
proach to solving long-standing legal, economic, or-
ganizational and environmental issues.

Given the growing role and importance of the re-
gional level of government in the modern economy, the
transition to gradual decentralization of power and the
objective complexity of management problems at the
regional level, we believe that the formation of a mod-
ern concept of land management at the regional level
needs special attention. In particular, the main goal of
improving the land management system in the agricul-
tural sector is to create a system of land use based on
optimal use of land, labor and other resources of the re-
gion, which would maximize the material well-being of
the region without creating additional threats to its en-
vironmental security. was attractive for investment for
further rapid development. Institutionalism is one of the
most promising areas for revealing and explaining the
peculiarities of economic behavior, and therefore, the
achievements of institutionalism must be used to create
a modernization of land management at all levels. The
application of the institutional approach makes it pos-
sible to bring the analysis of economic processes closer
to real life, abandoning the rather rigid axiomatics of
neoclassical theory (axioms of complete rationality, ab-
solute awareness, perfect competition, maximizing util-
ity, etc.), and focusing on motivating human behavior.
socio-cultural, psychological, historical factors, which
until recently mostly remained out of the attention of
economists [3, p. 33].

Even at the stage of long-term (strategic) planning
of land market reform, the responsibilities and powers
of the subjects of transformation need to be defined and
clearly defined in order to avoid duplication and com-
petition of the functions they will perform. The use of
tools for institutionalizing the management structure
will ensure the solution of the following tasks: the for-
mation of a clear management structure; arranging it in
horizontal and vertical directions; delimitation of all
vertical levels; formulation of functions and the order
of interaction between certain subjects of management.
As a result, we will get an effective land management
structure in the framework of the formation of an effi-
cient land market.

In addition to the fact that the transformational
economic system by definition depends on the state of
internal macroeconomic parameters inherited from the
nationalized centralized planned economy, it was
joined with great urgency by the problems of depend-
ence on the archaic structure of agro-industrial produc-
tion. After the change of social order in 1991, it was not
possible to achieve high results in the agricultural
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sphere due to a number of objective and subjective rea-
sons. The imperfection of fiscal, monetary, investment
and foreign economic policies was especially noticea-
ble. The destructiveness of state regulation was due to
the fact that each new government rejected the devel-
oped and proposed its own programs, which did not
fully take into account scientific developments [5].

It is known that the relationship of land ownership
is the most important condition for the formation of a
system of rational land use, which causes a radical
transformation of relations in the economic structure of
society; based on this, land relations in the economic
system of the country can be allocated in a special sep-
arate block due to the specific feature of the land as a
special type of real estate and a kind of property cate-
gory. It is worth noting that various forms of land own-
ership form the basis of land relations in Ukraine.

Informal restrictions (traditions, customs, volun-
tarily assumed norms of behavior, unwritten codes, his-
torical aspects of norms formation, etc.) are mandatory
to take into account when planning institutional
changes and are based on the very concept of "institu-
tions" interpreted by North. To ensure the fluidity and
stability of changes in the institutional structure of the
transformation of land relations in the process of organ-
izing formal rules, it should be borne in mind that this
process is not short-lived, but the design of strategic
changes should be approached in the near future. This
is an important condition for institutions to play a key
role - to reduce uncertainty and unpredictability in hu-
man behavior by establishing a stable (although, as
practice shows, not always effective) interaction be-
tween people.

Taking these factors into account is a mandatory
but difficult aspect of the study. The problem is how to
assess and analyze these institutional factors. As arule,
a fairly common method of so-called "Expert assess-
ment", but it has its own specifics and is not always ob-
jective, in addition, there is a danger of subjectivity in
the opinion of the expert, including - deliberate manip-
ulation, as we can now see in the information space of
the country.

Given the peculiarities of the institutional econ-
omy and its specifics, namely the operation of mostly
fuzzy digital and indeterminate material, and evalua-
tion categories, we will try to analyze the institutional
state of the land market in Ukraine and try to apply a

comprehensive analysis of each factor and come to a
general assessment of land market infrastructure.

First, we will make a list of the main institutional
components that are necessary for the proper function-
ing of the land market. Using the European experience,
we identify groups of factors and their components
(Fig. 1).

Estimation of such factors solely from the point of
view of "digital" analysis is not possible and this is un-
derstandable. Let's try to analyze these components dif-
ferently. Let's define and make rating positions on de-
gree of development in comparison with other coun-
tries by the principle of the complex analysis of sample
supervision.

To do this, we will use open static databases, as
well as partially compiled ratings in open information
sources. The most important sources for compiling rat-
ings will be the World Value Survey data base [6],
Global entertainment & media outlook [7], which will
show that the main institutional shortcomings are the
system of protection of property rights, where Ukraine
ranks 137th according to this criterion. among 142
countries. It also determines the "level of quality of in-
stitutions”, where the rating of Ukraine in 2017 - 118
among 137 countries. In particular, the biggest institu-
tional problems are: "protection of property rights™ (it
should be noted that in 2017 Ukraine rose to 128th
place from 137 in 2016, which is progressive, but not
so significant), "protection of shareholders' rights”
(129th place) ), “Effectiveness of auditing and account-
ing standards” (123rd place), “effectiveness of regula-
tory legislation” (122nd place), “protection of intellec-
tual property” (119th place), which in our opinion is a
very significant indicator of the level of development
of institutions in society. norms - the number of unli-
censed software in Ukrainian households is close to
90% in recent years. Also significantly low in the rank-
ing are "the effectiveness of legislation on dispute res-
olution" - 116th place, "efficiency of public spending”
- 113th place. The level of public trust in politicians in
Ukraine is about the same as in Burundi. According to
the indicator "Independence of the judiciary”, Ukraine
ranks 129th compared to 134th position in 2016. Alt-
hough the judicial index is growing in dynamics (from
2.021in 2013 to 2.43 in 2016 and almost the same result
- 2.40 in 2017), but it is not sufficient.
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Regulatory components:
Existing and regulated le- |\
gal framework;
International agreements;
Antitrust regulation;

Land valuation standards;
Administrative and control
tools.

EFFECTIVE
EARTH
MARKET

Economic components:
Demand and supply in the
market;

Land Bank;

Stable fiscal mechanism;
Lending mechanism and
stable banking system;
Agricultural insurance
mechanism production
Clear subsidy mechanism;
The mechanism of appro-
priation of rent.

Institutional components:

Institute of state power;

Existing long-term development strategy;

Institute of trust in power;

Scientific support tools;

Institute of traditions.

Fig.1. Components of the land market *

* compiled by the author

Business distrusts the judiciary, so if necessary,
seeks protection in the courts of "common law" of other
countries. Among the economic group of components,
it is worth noting the decline in the "degree of ease of
doing business" from 67th place in 2015 (from 189
countries) to 76th in 2017 (from 190 countries). The in-
dex of economic freedom has partially grown in dy-
namics - from 162nd place out of 178 countries in 2016
to 150th out of 180 countries.

A critical component in the formation and devel-
opment of the land market is a clearly established fiscal
policy, confidence in the banking system and the for-
mation of the land bank. Only about 28% of Ukrainian
citizens trust the domestic banking system. There is no
full-fledged “Land Bank™ as an instrument of land cap-
italization and lending to agricultural producers (as
owners or long-term tenants of land) as such. State sup-
port in the field of interest rates (especially for agricul-
tural producers) in commercial banks - as well.

The main negative factors influencing the condi-
tions for doing business in Ukraine are recognized by
world experts as corruption, the level of taxation, ac-
cess to finance, and the inefficiency of the state appa-
ratus. Although the Corruption Perceptions Index has
improved in the rankings to 30, and in 2017 Ukraine for
the first time in its history "improved" its position rela-
tive to the "institutional” competitor - Russia, but this
figure is low enough to carry out such an important re-
form as land. Further steps are needed by the state to

reduce corruption, first of all - the adoption and imple-
mentation of an effective, not declarative Law of
Ukraine "On Anti-Corruption Court".

In market conditions, land relations cannot de-
velop effectively without the formation of an objective
price for land. We believe that in modern conditions the
concept of absolute rent does not correspond to our re-
alities. Unfortunately, the cadastral valuation system is
not able to guarantee the same or relatively the same
prices at the time of market opening and during its op-
eration. Land prices will very quickly fall under the law
of "supply and demand" and this factor is extremely im-
portant to consider.

An important institutional aspect of transfor-
mations is the long-term nature of the “action plan”. In
our opinion, this factor is decisive in carrying out any
reforms. It is worth noting that the 2020 Development
Strategy and the European Horizon 2020 program are
coming to the final stage and it is already worth ap-
proaching the creation of a new strategy. Important for
the further process of transformation in the agricultural
sector is the establishment and adherence to a common
course and plan for the development of market relations
with the ultimate goal - the establishment of a relatively
free and transparent land market, but always taking into
account that for such a market must first address insti-
tutional problems.

Conclusions. Reforming land relations is a com-
plex process. It covers all sectors of the economy and
society, defining the role and place of land reform in
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the overall system of socio-economic transformation.
The task of settling land relations is one of the most im-
portant tasks of economic reforms in Ukraine. The suc-
cess of socio-economic transformations, stability and
security of the state depend on the policy in the field of
land relations.

The formation of the institution of private land
ownership, the development of key institutional factors
(legal framework, trust in government, trust in the judi-
ciary) primarily in the field of small and medium agri-
cultural entrepreneurs can create an effective mecha-
nism for forming a certain layer of the so-called "mid-
dle class". However, having studied the main
institutional components of the land market, we believe
that at present all the institutional grounds for lifting the
moratorium on the law on the circulation of agricultural
land are not met, and therefore the market is unpredict-
able. In our opinion, a key element in the process of
land relations transformation should be a long-term
program of economic development, which will include
the main provisions of the institutional economy, on the
basis of which to plan further transformation processes.
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