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Abstract The development of economic and social relations in the context of the transition to more specific
technical requirements and the enhancement of its economic activity is an important development of the state in
the educational phase of development. One of the key aspects of this is the personnel security and institutional
regulation.

In this context, one can note that the effective development of the agrarian business is often affected by a number
of serious obstacles that require immediate resolution. Technological and technical backwardness of domestic
subjects of agrarian business, involved in the production and processing of agricultural products, the
ineffectiveness of the existing institutions of agrarian business, the imperfection of regulatory and legal
provision, determine the low level of its economic potential and competitiveness on the world stage. Therefore,
the research presented in this paper is an actuality of scientific advancement which has a practical understanding
for improving the methodological foundations of institutional regulation in particular, on the effective
functioning of the appropriate system of renovations in the direction of developing the economic potential that
uses the example of the agrarian business sector.

1 Introduction

The development of modern economic relations makes the issue of the formation of the economic potential of
agrarian production under conditions of influence on it of crisis phenomena of the national economy, the
influence of globalization factor to be of special importance. Therefore, the issue of institutional regulation of
renovations deserves special attention as the necessary progress to intensify the economic potential of domestic
agrarian business, which, in turn, affects the quantity and quality of socio-economic development of Ukraine and
its effective integration into the European environment (Czyzewski and Sme¢dzik-Ambrozy 2015; or Nifio-
Amézquita et al. 2017). This situation necessitates the strengthening of theoretical and methodological, and
practical aspects of the development of strategic imperatives of institutional regulation of the development of the
domestic economic potential of agrarian production, the level of which is influenced by society, the state,
subjects of market relations and the development of qualitatively new, focused on modern achievements and
institutional changes (Moskalenko and Yevsieieva 2015; Lisin et al. 2015; or Budrionyté and Gaizauskas 2018).
A classic approach to the content of the concept "institution™ is the interpretation of Douglas North who
wrote that "institutions are “the rules of the game» in the society; more formal, institutions are the structures that
people impose on their relationships, thus defining the incentives and limitations that outline the boundaries of
choice, and in turn, they create the limits of the functioning of the economy and society during that or another
period of time" (North 2000). In this sense, we support the viewpoint of Zagursky (2014) concerning the fact that
human actions concerning changing the rules and norms are largely caused by the past institutional changes.
"Firstly, institutions are created by past institutions. Secondly, generations of people are changing each other as a
result of aging and death, but institutions do not die. They become ineffective and eliminate as a result of
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competitive pressure, representing the amount of information in the cells of social and historical memory,
playing an important role in the training of future generations " (Zagurskiy 2014).

In this respect, in our view, the integral theorem of Kietzmueller (2012) is appropriate, which says that
"the systemic efficiency of the institutions is the higher, the more they maximize the general and minimize the
specific transaction costs in the economy" (Kitzmueller 2012; Tireuov et al. 2018). Therefore, when we justify
the need for an institutional transformation of the agrarian business, we primarily note its focus on providing
collective goods that expand and improve individual goods.

The current state of development of economic relations in Ukraine is characterized by the fact that the
processes of self-government intervenes actively developing relevant program documents that focus on behavior
prediction and prevention of adverse effects of the environment, maintaining the stability of agrarian business
entities. In the management of these processes, the main focus is made on improving the internal structure,
improving the proportions and improving the level of industry balance (Strielkowski and Rausser 2013). In
addition to the state, the integrated structure of corporations can make free or involuntary influence on the
structural design of the system. In agriculture, they can be large consumer cooperatives, associations, holding
companies, agrarian financial and industrial groups. By exercising their financial, logistical and managerial
potential, they can influence the structure of production, capital, employment parameters, export-import flows,
commodity producers' incomes, etc. (Gryshova et al. 2017).

According to Yatsenko (2011), the application of the systematic approach in the research of the agrarian
business is complicated by the statistical-economic and technological approaches to its perception and study.
There seem to be no adequate understanding of the fact that it is the agricultural activity of the peasant in his
own economy - it is not just a set of certain factors of production, not mechanical combination of them. Here the
whole is not just a sum of its parts. It is a kind of independent organism that needs assistance in all its
manifestations: the use of land, labor, material and technical resources, entrepreneurship, other natural and
acquired properties of man, meeting his social and spiritual needs (see Yatsenko 2011).

In the writings of Osovskya (2008) renovation is a prerequisite for maintaining production on the same
scale. In the years of the economic crisis, the majority of domestic agrarian enterprises were characterized by a
constricted type of reproduction, which was accompanied not only by the decrease of production equipment, but
also by the aging of fixed capital. The consolidation of financial resources for the renovation of fixed assets may
bring additional economic benefits to the enterprise in the event of legislative consolidation of the provisions of
the Amortization Policy Concept, which provides for tax deductions to those entities that have documentary
evidence of the investment use of the costs of the depreciation fund. Consequently, it will be beneficial for the
enterprise to create the specified fund and ensure its targeted use (Osovska 2008).

According to Bozhko (2013) and Karasyova (2008), renovation is a number of actions aimed at updating
the physical and moral depreciation of elements of fixed assets that provide their simple and expanded
reproduction. An analysis of renovation can be made due to the factors of growth, retirement, renewal, growth
and aggregate reproduction. Taking into account that in the process of updating the material and technical base
leasing occupies a significant place, it is proposed to supplement this methodology by the leasing coefficient,
which is characterized by the ratio of the fixed assets acquired under the lease for the year introduced to the
carrying amount of all fixed assets at the end of the year. Since the leasing form of raising funds in fixed assets is
relatively new for domestic enterprises, the application of the proposed ratio will enable to objectively
characterize the level of use of leasing (Bozhko 2013; Karasyova 2008).

Taking into account the fundamental contribution of the presented scientists to the formation of
theoretical and methodological ideas about the content of economic potential of subjects of agricultural
production and the place of institutional regulation of renovations in activating its development, worth noting
that the results of the conducted researches are not capable in full measurement changing needs of modern
practice effective functioning of the agricultural business. Questions concerning the improvement of theoretical
and methodical principles for determining the place of institutional support in implementing strategic
imperatives for the development of the economic potential of agrarian production remain unresolved.

Our paper codifies the main views of both domestic and foreign scientists to determine the essence and
features of institutional regulation of renovation in the context of ensuring the effective development of the
economic potential of agrarian business. An analysis of the current state of development of the economic
potential of agrarian business in Ukraine was conducted and identified the main problems of its institutional
provision at the present stage of development of the country. It is grounded that the availability of material and
technical base of agrarian business in accordance with the existing world standards, raising the level of funded
security, expanded reproduction of fixed capital requires the investment of significant investments, which can be
achieved by using a complex of institutional measures during the renovations. It was proposed the integrated
system of the institutional regulation of renovations, which is focused on the strategic development of domestic
agrarian business, which is based on a set of special mechanisms that cover and regulate all processes of agrarian
production. Results of the conducted research promote the application of innovative recommendations in the
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direction of implementation of mechanisms of institutional regulation of renovations in order to develop the
potential of economic relations of the agricultural business in Ukraine.

2 Research methodology

During the formation of conceptual and categorical apparatus used methods for synthesis, analysis,
abstraction and complex scientific generalization. Substantiation of approaches to the definition of the content of
institutional development of the potential of agricultural production subjects, its components (economic) was
carried out using the system-structural method, dialectical generalization, which is based on the principle of
systematic, which involves the implementation of the following stages:

1) accentuated the necessity of functioning of the integrated system for developing the potential of
agrarian production in Ukraine, including economic ones, in the context of optimality of the use of state
institutional adjustment instruments for renovations;

2) key components of the integrated system of economic potential development of agrarian production are
defined,;

3) it was carried out the grouping of the constituent elements of the system with the coordination of them
with existing concepts;

4) the establishment of appropriate contacts and relationships between the elements, substructures and
objectives of the system has been conducted.

The use of such methods as historical and logical, induction and deduction facilitated the substantiation of
the theoretical and methodological foundations for the development of economic potential in the context of its
institutional regulation of renovations. In the process of studying the current state of development of agricultural
production and its economic potential, including in the context of institutional performance assessment software
used methods of observation, measurement, comparison and consequently cash and analytical.

3 Results and discussion

The agrarian sector of Ukraine serves as a key element of the entire national economy, which has significant
resources to increase the effectiveness of socio-economic development, the formation of powerful economic
potential and food security in general.

Table 1. The indices of production of gross output by the subjects of the agrarian business, %

. Including
All categories of farms agricultural enterprises households
from it from her from it

Years

gross plant animal gross plant animal gross plant animal

output | growing | husband | output | growing | husband | output | growing | husbandry

ry ry
1990 =100
2011 69,1 86,6 50,6 47,7 57,7 33,3 119,2 207,7 75,5
2012 83,0 113,2 51,3 61,5 79,7 354 1334 253,4 74,1
2013 79,8 104,7 53,5 57,8 71,6 38,0 131,2 243,6 75,7
2014 90,7 123,6 56,0 70,3 90,1 41,6 138,5 264,0 76,6
2015 92,6 127,6 55,8 73,1 93,9 43,1 138,5 269,0 74,0
2016 88,2 120,9 53,7 69,3 88,5 41,6 132,5 256,8 71,1
Until the previous year

2011 98,6 95,9 103,6 97,7 93,7 109,2 99,4 98,7 100,4
2012 120,2 130,7 101,3 129,0 138,1 106,2 1119 122,0 98,2
2013 96,1 92,6 104,3 94,0 89,8 107,5 98,4 96,2 102,1
2014 113,6 118,0 104,6 1215 1259 109,4 105,5 108,3 101,1
2015 102,2 103,2 99,7 104,0 104,2 103,5 100,0 101,9 96,7
2016 95,2 94,7 96,3 94,8 94,2 96,5 95,7 95,5 96,1

Source: Ministry of Economic Development and Trade of Ukraine (2016)

The current state of the economic situation of Ukraine needs to create the conditions necessary to ensure the
growth of the economic potential of all areas, including agriculture. After all, the higher the level of economic
potential of the subjects of agrarian business - the higher the efficiency of their economic activity. Therefore,

204



£

ATLANTIS

PRESS Advances in Social Science, Education and Humanities Research, volume 217

increasing the economic potential of the agrarian business should be a priority task of the agro-industrial policy
of Ukraine. The economic potential of domestic agricultural production is determined by the presence of
production, technical, personnel and financial conditions in it, which promotes satisfaction of the requirements of
specific groups of consumers.

According to (NFP 2016) "... in 2016 compared to 2015 the index of agricultural production was 95.2%
including agricultural enterprises - 94.8%, households - 95.7%. The index of crop production amounted to 94.7%
including agricultural enterprises -94.2%, households - 95.5%. The index of output of livestock products was
96.3% including agricultural enterprises -96.5%, households - 96.1% "(Table 1).

In 2016, the financial result before the taxation of enterprises from the sale of agricultural products and
the provision of services in crop and livestock production amounted to 89.5 billion USD profit (in 2015 - 35.3
billion UAH.), The level of profitability of agricultural production as a whole was 45 ,7% (in 2015 - 26.3%).

From the level of providing business entities with working assets, the main means of production, directly
depends the effectiveness of their activities and the proportion and the prospects of institutional regulation of
renovations are determined. The renewal of fixed assets is carried out at the expense of capital investments, the
volumes of which are influenced by inflationary processes (financial fluctuations) that take place both on the
state and on the world market. Let's consider the dynamics of capital investments involved in the activity of the
agrarian business of Ukraine in 2011-2016.

Along with this, worth noting that there was an increase in the volume of new funds from 2006 to 2015
almost 4 times (from 4.65 to 17, 14 billion USD), while the share of new funds in the total amount of
investments decreased by 4% in 2015 relatively to the 2006 figure and, respectively, over the years, amounted to
90% and 86.1% (Table 2).

Table 2. Status, gross accumulation and consumption of fixed capital, fixed assets and investments in their
acquisition in the agrarian business of Ukraine, 2002-2015

Capital stock Accrued economic Capital Investments,
in% of GDP in the industry depreciation billion hryvnias
Y—
Moot 5| 8 5| 8 s 4 |I%
. 2 = = = =8 b
Period t?fxrez 2 c_‘g‘ ‘g o % = § 8 S E g S
assetsin% | 5 E 2 £E | &< 2 | 2 T | T
] S 3 =S L ) P S %
& &) & = £ 5 F
S £
2002 45,0 - - - 4,30 14,5 - - 0,017
2003 47,2 - - - 4,05 13,7 - - 0,022
2004 48,0 - - - 4,21 14,5 - - 0,027
2005 49,3 - - - 4,99 13,4 - - 0,045
2006 49,0 - - - 6,62 16,3 | 054 | 411 0,066
2007 51,5 12,5 8,9 3,6 3,84 93 |085| 445 0,097
2008 52,6 18,4 8,4 10,0 4,39 93 |073| 6,74 0,121
2009 61,2 14,8 5,9 6,9 5,98 9,2 | 057 10,55 0,176
2010 60,0 16,2 6,0 10,1 5,79 88 048 | 6,10 0,091
2011 74,9 17,9 51 12,7 6,39 77 082 737 0,108
2012 32,6 13,9 5,1 8,8 6,45 92 |111| 11,00 0,154
2013 34,6 14,7 6,6 8,1 9,46 84 |169| 10,12 0,141
2014 35,8 13,2 8,1 5,1 11,08 84 |139| 17,67 0,122
2015 38,8 9,8 6,4 3,4 11,72 73 | 2,37 | 14,77 0,100

Source: Ministry of Economic Development and Trade of Ukraine (2016)

The share of capital investments per hryvnia of capital, which is turning into agrarian business, tended to
increase, but its dynamics was not stable. So, since 2002 to 2009, this indicator has been increasing all the time.
After 2009, this figure was wavy. Its highest value was reached in 2012 at the level of 0.154. Beginning from
2013 there was a decrease in the researched index (in 2015 it was worth 0,100). Let us assume that in
agricultural production for the last years studied, the share of capital investments in the total amount of resources
involved in this sector is almost 7%.
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Continuing analytical assessments of the development of agrarian production and its economic potential
in the format of institutional regulation, we note that in general, the economic component demonstrates positive,
especially in the natural sense, but there is a violation of the balancing of socio-economic interests, which are
formed in the corresponding system of effects. The research basis for this position became the general economic
indicators of the effectiveness of policy and institutional regulation (Table 3), where we include: the number of
people employed in the agrarian production; GDP per 1 employed; wage level; gross output and labor
productivity; export revenues.

Table 3. The general economic indicators of the effectiveness of institutional regulation of the agrarian business
in Ukraine

Years
2000 2001 2006 2011 2012 2013 2014 2015

Indexes

The number of
people employed in

agrarian 43670 | 41481 | 40055 | 31156 | 34103 | 33085 | 3389 | 30914
production,

thousand people

0,

% of total 216 | 208 | 194 154 16,8 17.2 175 171
employment

GDRP at the rate of 1
employed, UAH
The average
monthly salary of
one employee,
UAH

In % to the
economy

Gross output at
constant prices, 151,0 166,4 179,6 1949 233,7 223,3 252,9 2514
UAH billions
Gross output (labor
productivity) per 1 27067 | 34567 | 72622 | 132680 | 165229 | 159679 | 201217 | 227753
employee, UAH

% of increase to the
previous year

4626,0 | 7088,0 | 10086,0 | 26623,0 | 32244,0 | 34229,0 | 39054,0 | 51923,0

111 151 415 1430 1800 2094 2344 2556

48,3 48,6 51,5 63,9 68,4 68,9 71,4 73,4

X 1277 210,1 182,7 1245 96,6 126,0 113,2

Gross output per 1
hectare of
agricultural land,
UAH

% of increase to the
previous year
Export of agrarian
products, min

3707 4266 4710 5237 6294 6015 6813 7083

X 115,1 110,4 111,2 120,2 95,6 113,3 104,0

1377 1807 4305 9936 12804 17881 17024 16669

US $ 100, USD 550,00 | 537,21 | 512,45 | 793,59 | 799,98 | 799,30 | 799,30 | 1188,70
The export of
agrarian products, 7,6 9,7 22,1 78,9 102,4 1429 136,1 198,1
UAH billions

The income from
exports per 1
hectare of 186 249 579 2119 2759 3851 3666 5582
agricultural land,
UAH

Source: Ministry of Economic Development and Trade of Ukraine (2016)

Therefore, it can be concluded that the formation of the material and technical basis of agrarian
production in accordance with modern world standards, the growth of the level of funded security of the
industry, the expanded reproduction of fixed capital requires significant investments that can be achieved
through the use of a set of institutional measures in the process of renovation:
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o favorable long-term state lending with low interest in the purchase of agricultural machinery and
equipment, construction of livestock complexes, the formation of the main herd of cattle and perennial
plantations;

e interest-free state crediting of environmentally friendly agricultural production and introduction of
innovative technologies;

e activation of formation of agro-industrial associations, agro-formations, agro parks, etc.

From the foregoing can offer alternative lines of problem-solving support economic potential of agricultural
production, such as:

e the search of innovative solutions related to minimizing the costs of harvesting, transportation, storage
and processing of agricultural products;

e the introduction of advanced business models primarily based on a network economy;
e the construction of effective models of interaction between science and successful business;

e the development of measures stimulating the processes of cooperation between small and medium-sized
farmers;

e the work related to the expansion of existing and the access to new markets for selling the production of
Ukrainian agrarians;

e work on improving the quality of training of young specialists in the agrarian sector, including through
the exchange of experience with leading economies of the world;

e the reforms the agrarian business of Ukraine (Gryshova and Shestakovska 2017a; 2017b).

In today's Ukraine, at the stage when the overall framework of institutional reforms in the agrarian business,
in terms of institutionalization of the laws of the market is practically completed, the question of the increase of
efficiency, establishment of models of institutional regulation of renovations based on the need for their approval
has become urgent. In this regard, we have conceptually defined and proposed the author's own vision of this
process, because the agrarian business is the main, central link, first of all in the development of the countryside
as an environment of the life and management (Gryshova et al. 2017). In our opinion, the improvement of
institutional regulation of agrarian business should be based on: modernization of the agricultural sector;
systemic increase of the competitiveness of production, enterprises; the restriction of market power of large
corporate structures (agro-holdings); the formation of community-based rural development; the provision of the
state support to innovative initiatives in small and medium business; the establishment of nationally-adapted
institutions that take into account the traditions of the Ukrainian people.

The functioning of the agrarian business of Ukraine in the modern globalization conditions depends
primarily on the development of its potential. The improvement of its functional organization, rationalization and
optimization of the specific structure, the activation of socially responsible business, competitiveness in
European markets and the ability to withstand external challenges are directly dependent on the formulation,
development and use of strategic guidelines for supporting the economic potential of agrarian businesses through
effective institutional regulation.

Fig. 1 presents an integrated system of institutional regulation of strategic development of the agrarian
business, which functions through a set of special mechanisms that cover and regulate all processes in the
agrarian business. Also, the system of institutional regulation of the development of agrarian production is an
integral part of the national system of state regulation, which is formed on the basis of achievements of
innovation development, cultural traditions, etc. It is worth noting that the formation of the components of the
development of the economic potential of agrarian production requires, first of all, determining their place in the
structure of a comprehensive system of institutional regulation. Such research involves consideration of the
peculiarities of forming a mechanism for raising the level of economic potential of agrarians on the basis of its
institutional regulation, which leads to a more detailed consideration of the peculiarities of the functioning of its
components.

Focusing on the constituent mechanisms as part of an integrated system of institutional regulation of
production development, we assume that the development process itself is comprehensive, and in the framework
of one particular mechanism, it is difficult to find sufficient practical tools for its successful implementation.
Among the main conditions for the formation and implementation of the institutional regulation system for the
development of agrarian business and its economic potential, which must necessarily be taken into account, are:
the conjuncture of the agricultural market in the world; the level of domestic consumption and the price of the
product created; infrastructure-servicing component and its functional capabilities and status; the state regulatory
policy on the agrarian business and the mechanism of self-regulation; the regional peculiarities of development
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of the agrarian business and rural territorial entities; the innovative and investment components of business
development in the countryside.

4 Conclusions

Diversification of strategic directions for the development of agrarian business and its economic potential
demands from the state and its authorized bodies effective steps to institutionalize the national adaptive norms of
behavior of the relevant subjects in the context of ensuring the tasks set and the competitiveness of the national
economy. The scientific and methodological principles of the formation of an institutional system for the
regulation of agricultural production renovation should be aimed at stimulating the activity of the relevant
economic entities in the direction of implementing organizational and economic measures for: the provision of a
rational (sufficient to meet the needs of the domestic market and export potential) level of agricultural and food
production; active participation of agricultural producers in financing the development of the area; the
development of the natural potential of territories and land, which contributes to the integrated development of
economic potential.

Grounded provisions for the definition of conceptual provisions of the functioning of the institutional framework
for the development of the economic potential of production of agrarian products, which consider features of
complex, systematic-synergetic and institutional-cognitive approaches, which consider both external and internal
institutional factors and risks of development of economic potential of agricultural production. This approach
involves taking into account the relationship between the subjects of market relations, the assessment of the
dynamics of institutional development of agrarian business and its potential, determining the role of the state and
society in their formation.
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