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Abstract— The article discusses institutional changes taking 
place in the economy, their role in formation and development of 
innovative economy. The agricultural sector is more exposed to 
institutional transformations, restrictions, as it involves the 
revision of strategic role for market players - the state and 
businessmen.  

In terms of the institutional environment there is a selection 
of the most effective elements which is the result of institutional 
metacompetition. The rural economy development and 
performance, its effectiveness, sustainability to a greater extent in 
comparison with cities depends on the past, on the population, 
formed cultural traditions and values. This is due to the greater 
stability and greater role of informal rules in the institutional 
environment of agriculture, greater conservatism and 
commitment of the rural population to traditions and customs.  

The indicators of agricultural production of the economic 
union participants are analyzed. The aim of the study is to 
analyze the institutional factors affecting the agricultural sector 
and the analysis of economic indicators of the economic union 
members. The main development indicators of agriculture of the 
Eurasian economic union are considered. The analysis showed 
that the impact of institutional factors on the effective 
performance of the agricultural sector is obvious. 

Keywords - agriculture, formal and informal institutions, 
innovative economy, economic barriers 

I.  INTRODUCTION  

Problems of management of the economic security are the 
center of attention of government authorities, scientists and 
practitioners as they are directly connected with the perception 
and development of important questions of existence and 

survival of an individual, society and the state. The studies of 
the mechanism of management in the field of economic 
security of a city have recently got a special importance as the 
cities are the main centers of the population concentration and 
focus of economic activity.  

The economic security of the country in the whole consists 
of the security of its regions and municipalities. In the modern 
economic science the conceptual aspects of the economic 
security at the national level are thoroughly studied. Herewith 
the problem of ensuring of the economic security of the 
regions and specifically large cities is studied insufficiently.  

Such a situation appeared due to some reasons. First, the 
economic development of large cities has its specificity which 
is reflected in the solution of the problems of the economic 
security ensuring of the economic agents and populations. In 
this respect a certain modification of the used approaches, 
techniques, indicators characterizing the economic security of 
cities in comparison with other territorial units are required. 
Second, the issues of economic security ensuring of cities are 
studied from various, even ambiguous methodological 
positions which often contradict one another. In this respect 
there is a necessity of their comparison and synthesis into a 
common unit. Third, the system of statistical indicators which 
are used as qualitative indicators for the assessment of the 
municipal level of economic security is not sufficiently 
unified. The municipal level as the lowest level in spatial 
hierarchy of the economic security of the country has a 
significant limitation in the informational accessibility but at 
the same time it is considered to be important as the social and 
economic development of cities influences the stability and 
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sustainability of the development of the whole macroeconomic 
system.  

The mentioned issues and peculiarities make it difficult to 
develop general principles of the assessment of the level of 
economic security and also to develop specific measures of its 
enforcement with the specificity of the economic development 
of municipality. At the same time the need for the information 
of this type is necessary for the government authorities and 
local authorities for the provision, support and development of 
economic security of the territory of specific cities.  

II. MATERIALS AND METHODS (MODEL) 

The methodological basis of the study was a review, 
analysis of the works by national scientists on the 
effectiveness of the agricultural sector. 

In research process the system and logical approaches 
were used. And the following methods – economic and 
statistical, the method of scientific abstraction. Official data of 
the Federal state statistics service, the Ministry of agriculture 
of Russia, as well as statistics of the Eurasian economic union 
were used. 

III.  RESULTS AND DISCUSSION 

Institutions can either promote economic development or 
hinder it. The agrarian economy is characterized by special 
production conditions and special factors affecting the 
production process: 

-first, the specific nature of agriculture is largely 
determined by the geographical, soil and climatic conditions 
of the rural areas of the country and the region, which have a 
significant impact on the emerging institutions and the 
institutional environment as a whole; 

 - second, the most important factor in the formation of the 
institutions in the agricultural sector  is the specifics of the 
agricultural production. The peculiarity of the agricultural 
economy is due to the fact that the socio-economic processes 
taking place here are closely interrelated with such specific 
production factors  as land, plants, animals; 

-third, the formation and development of institutions are 
influenced by specific demographic and settlement 
peculiarities of the given rural area, characterized by a 
relatively permanent population,  relative territorial isolation, 
small compact settlements; 

-fourth, the feature of informal institutions of agricultural 
production is determined by such specific factors as the ethnic 
population, national, religious customs, socio-cultural 
traditions. 

These factors help to form in rural areas a significant set of 
special "village" informal rules that form a specific rural 
image, have a significant impact on the institutional 
environment and the agricultural economy. Many rural areas, 
including the agricultural economy, are regulated by informal 
norms. At the same time, specific formal rules are developed 
on their basis. 

The economic development and performance of rural 
areas, its effectiveness and sustainability to a greater extent in 
comparison with cities depend on the past, on the population, 
cultural traditions and values. This is due to the greater 
stability and greater role of informal rules in the institutional 
environment of agriculture, greater conservatism and 
commitment of the rural population to traditions and customs. 
In turn, the greater stability and importance of informal 
institutions, including social and economic norms of 
management, is determined by a number of specific conditions 
of rural areas and agriculture.  

This regulatory impact on the economy in accordance with 
institutional theory is carried out through the system of market 
and non-market institutions. 

Institutional analysis of the agricultural economy, in 
contrast to traditional approaches, is based on the analysis of 
the features of the institutions’ formation, on the analysis of 
interaction, compatibility, inconsistency of new formal 
institutions and informal rules that have developed over a long 
historical evolution. This approach makes it possible to show 
at this level of analysis how justified and appropriate during 
reforms the changes in institutions, forms, methods, regulation 
mechanisms of interactions and agreements in agriculture. It 
allows, for example, to answer the questions: why forms of 
economic structures effectively functioning in the agriculture 
of other states (for example, farming) cannot work effectively 
in the institutional rural environment of Russia or its 
individual regions; why the newly introduced formal 
institutions work differently in different regions of the 
country. The analysis will reveal the incompatibility and 
contradictions of the new formal institutions with the informal 
rules formed during the long historical evolution (culture, 
traditions, customs, habits, demographic, national 
peculiarities, the existing structure of settlements, 
environment). 

At the same time, in reality, the initial and basic level of 
the institutional agricultural environment is informal 
institutions. The traditional research approach, based on the 
analysis of purely economic (production, market) relations, is 
often limited to the analysis of formal institutions, and the 
institutional changes themselves are identified only with 
formal institutions. Such an approach can lead to mistakes and 
miscalculations in the process of agrarian reforms. 

Features of informal institutions in agriculture are in the 
following: 

- in agriculture informal rules play a crucial role associated 
with individual farming, peasant (farmer) economy, with  
collective work; 

-there are historical traditional special informal institutions 
that coordinate and regulate a significant part of economic and 
social processes, for example, rural mutual assistance in the 
form of informal partnerships and other associations. These 
informal rules are not written by any formal institutions, they 
are the result of thousands of years of farming experience, 
long-term historical evolution of rural culture; 

-informal rules can be the main regulators of economic 
activity in case of incompatibility of the  formal institutions 
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with the existing informal rules, their inefficiency, 
disadvantage to the majority of rural population. 

The inefficiency of the institute of barrier regulation is 
largely due to the "block-in effect", when any attempts to 
cancel existing entry barriers of a certain type meet the 
resistance of interested groups from representatives of the 
state apparatus and business entities that make "barrier 
business" and gain status benefits. The common way to 
control should be aimed more at overcoming conditions that 
make investment in "barrier building" attractive than at 
combating individual barriers. The most significant barriers to 
the development of the agricultural sector are: 

 economic barriers (tax, credit, investment, price policy of 
the state, payback period, non-payment, etc.); 

 administrative barriers (established by the executive 
authorities at all levels of the process for enterprises 
registration, brand franchise,  premises and land grants,  the 
order of import and export of products, quotas, etc.); 

 barriers from the  certain policies by already existing 
market structures, including vertically and horizontally 
integrated structures; 

 barriers related to limited market capacity, demand 
restraints; 

 barriers caused by underdeveloped market infrastructure; 

 objectively existing barriers related to limited natural 
resources and the enforcement of environmental protection; 

 barriers of a criminal nature. 

Thus, the analysis of modern Russian transformations, 
which began at the end of 80-ies of the twentieth century, 
shows that the necessary institutional changes require 
systematic efforts and costs for a fairly long period of time on 
the basis of a long-term development strategy. Then there is 
no rejection, distortion of the planned changes, the costs and 
losses will not be so high. A significant acceleration in the 
pace of institutional changes can be achieved if technological, 
managerial and economic knowledge is used correctly. 

The initial stage of integration process takes place in the 
conditions of institutional barriers. There is integration from 
below and from above. Integration from below is 
businessmen, and integration from above is the state, based on 
formal interaction, which should form an effective policy 
through the exclusion of potential players that has an impact 
on business and investment climate. 

In terms of the institutional environment is selection of the 
most effective elements that is the result of institutional 
metacompetition.  Category “metacompetition” implies 
competition of institutions: "if any form of economic 
organization exists, it is effective, because in the process of 
competition survive the best, i.e. the most effective 
institutions". 

The reason for the institutions’ inefficiency is in high 
costs, in the process of changing institutions, which in turn is 
determined by other economic and political institutions 

causing a sufficient temporary need to identify their economic 
efficiency. 

Institutions are divided into formal (hard) and informal 
(soft) according to the degree of intensity.  The formal ones  

are institutionalized. According to D. North, formal 
economic institutions include economic rules and contracts.  
Economic rules determine property rights and contractual 
relations are regulated by the institution of contracting. The 
economic institution of contracting is closely linked to the 
economic institute of property rights. Informal institutions 
tend to be resilient and therefore develop slowly and resist 
abrupt changes, especially the transfer of foreign institutions 
from other societies or cultures. Informal economic 
institutions are: 

- phenomenon of social life accompanying the 
transformation, evolution, development and modification of 
formal economic institutions; 

- rules and norms of behavior formed in the society; 

- mandatory standards of behavior for the individual 
formed on the basis of moral, ethical norms of national 
education or region; 

- subjective preferences based on traditions, culture and 
mentality. 

Informal economic institutions include culture, standards 
of behavior, habits and value systems, traditions, customs and 
norms. 

At the same time, the issues of investment policy, import 
substitution, export orientation and diversification of global 
and local markets are problematic. 

Competition between institutions can take different forms 
and be described by different theoretical models. One of them 
is the concept of market institutions. The concept of "market 
institutions" was introduced by Svetozar Peyovich. He 
believed that the market institutions are a process that allows 
individuals to choose the rules of the game in their 
community. Through their voluntary interactions, individuals 
evaluate existing rules, determine and test the suitability of 
new ones. The most important function of this competitive 
market is therefore the promotion of institutional innovations 
and forms of adaptive behavior. 

The process of assessing the existing "rules of economic 
life" is present and functions in any economic system. 
Consequently, the market institutions are an integral part of 
economic systems, existing regardless of the desire or 
reluctance of the state to form or introduce such a market. 

The market institutions are the main component of any 
economic system that exists regardless of the desire or 
reluctance of the state to form or introduce such a market. The 
market institutions are a mechanism of regulation and 
determination of the most effective rules of economic life.  
The institutional approach to the analysis of the market 
organization reveals the reasons for the emergence and 
development of new market institutions and instruments. They 
include: 
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- reduction of interaction costs; 

-reduction of uncertainty for the participants of economic 
interaction; 

- desire to generate income; 

- legal opportunities for the introduction of instruments 
convenient for business. 

The imperfection of the market institutional structure is in 
the growth of shadow sales, the inability of the state to fulfill 
its obligations to provide social guarantees in providing the 
population with food and creating opportunities for regulating 
the economic activities of commodity producers, the 
accumulation of non-payments and past due debts, the 
imperfection of the bank lending model, the lack of an 
effective bankruptcy procedure, the protection of contracts and 
property rights. The trust level of market participants to state 
and non-state institutions, assessment of their ability to 
perform their functions act as a measure of institutional 
strength. Even such a macroeconomic indicator as the share of 
public expenditure on agriculture can be seen as an indicator 
of the institutional structure effectiveness. 

The analysis of the institutional structure development of 
the food facility indicates that  formation of a multi-structured 
property system is in process. In the food market there are not 
only medium and large, but also small businesses. 

The analysis of the institutional environment of the 
Eurasian economic union shows how effectively the 
participating countries interact.   

 One of the methods of comparative institutional analysis 
is economic and statistical analysis, which helps to identify the 
dynamics and trends of development changes of the EAEU 
member states. 

Of particular importance in the agricultural economy in 
modern conditions are the institution of property, regulatory 
and legal institutions; institutions of social development; 
institutions that determine the performance of the economic 
mechanism; the institute of competition and the institute of 
trust. They serve as a necessary basis for the formation of 
market relations and at the same time as institutional factors 
for the agricultural economy development. Thus, for a more 
detailed analysis of the institutional component, there is the 
analysis of macroeconomic indicators. 

Table 1 –Agricultural production 
 2013 2014  2015  2016  2017  

At current prices; billions of units of national currency 

 Armenia 919  993  945  879  907  
Belarus 103 854  128 991  135 378  15 502  18 246  

Kazakhstan 2 964  3 159  3 322  3 701  4 114  
Kyrgyzstan 172  196  197  197  207  

Russia 3 687  4 319  5 166  5 506  5 654  
Millions of US dollars 

Armenia 2 243  2 388  1 977  1 828  1 878  
 Belarus 11 577  12 572  8 329  7 752  9 438  

Kazakhstan 19 483  17 628  14 981  10 818  12 621  
Kyrgyzstan 3 545  3 647  3 057  2 819  3 011  

Russia 115 873  113 750  85 158  82 298  96 931  
 EAEU 152 721  149 960  113 502  105 515  123 879  

 

Analysis of agricultural production is one of the main 
indicators characterizing the activities of agricultural 
enterprises. This indicator affects the level of enterprise 
profitability, the cost of production.  

A large share of agricultural production in Russia is 96931 
million dollars, but it is important to note that from 2013 to 
2017 there was some decline in production in 18942 million 
dollars. At the same time, there was also a decline in 
production in all participating countries. 

 Table 2 shows the indices of agricultural production. 

Table 2 – Agricultural production indices 
 

 2013 2014 2015  2016  2017  
Armenia 107,1  106,3  108,4  96,2  97,0  
 Belarus 96,0  103,1  97,5  103,3  104,1  

Kazakhstan 109,7  101,0  103,4  105,4  102,9  
Kyrgyzstan 102,7  99,5  106,2  103,1  102,2  

 Russia 105,8  103,5  102,6  104,8  102,4  
 EAEU 105,5  103,1  102,5  104,6  102,5  

 
 
Table 3 presents data on the structure of agricultural 
production by categories of farms.   
 

Table 3 – Agricultural production structure 
by types of farms (in percent of total; at current prices) 

 
 2013  2014 2015 2016  2017  

 Armenia 100  100  100  100  100  
businesses 2,9  2,9  2,9  3,1  3,6  

  farms  97,1  97,1  97,1  96,9  96,4  
 Belarus 100  100  100  100  100  

agricultural 
organization 

77,8  77,5  78,3  79,1  79,3  

farms 22,2  22,5  21,7  20,9  20,7  
 Kazakhstan 100  100  100  100  100  
businesses 24,0  23,2  20,6  23,2  24,0  

farms 76,0  76,8  79,4  76,8  76,0  
Kyrgyzstan 100  100  100  100  100  
businesses 4,5  4,2  4,2  4,2  4,1  

farms 95,5  95,8  95,8  95,8  95,9  
 Russia 100  100  100  100  100  

businesses  47,6  49,5  51,5  52,5  52,7  
 farms   52,4  50,5  48,5  47,5  47,3  

 
The analysis shows that in Armenia a large share of 

agricultural production belongs to farms, as well as in a 
number of other member countries Kazakhstan, Kyrgyzstan, 
while in Belarus and Russia a large share of production falls 
on agricultural organizations – 79.3% and commercial 
organizations (businesses) – 52, 

At the same time, it is important from an institutional point 
of view to analyze the number of urban and rural population. 
The data are presented in table 4. 
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Table 4 - Urban and rural population (at the beginning of 
the year; thousands of people) 

 
  2014 2015  2016  2017  2018  

Аrmenia 
including 

 

3 017,1  3 010,6  2 998,6  2 986,2  2 972,7  

urban 1 914,1  1 912,9  1 907,0  1 901,5  1 895,8  
rural 1 103,0  1 097,7  1 091,6  1 084,7  1 076,9  

Belarus 
including 

 

9 468,2  9 480,9  9 498,4  9 504,7  9 491,8  

urban 7 274,8  7 325,0  7 370,1  7 400,8  7 412,1  
rural 2 193,4  2 155,9  2 128,3  2 103,9  2 079,7  

Kazakhsta
n 

including 
 

17 160,9  17 415,7  17 
669,9  

17 
918,2  

18 
157,4  

urban 9 433,6  9 837,0  10 
035,6  

10 
250,1  

10 
423,6  

 rural 7 727,3  7 578,7  7 634,3  7 668,1  7 733,8  
Kyrgyzsta

n 
including 

 

5 776,6  5 895,1  6 019,5  6 140,2  6 256,7  

urban 1 943,6  1 986,8  2 029,6  2 073,9  2 121,0  
rural 3 833,0  3 908,3  3 989,9  4 066,3  4 135,7  

Russia 
including 

 

143 666,9  146 267,3  146 
544,7  

146 
804,4  

146 
880,4  

urban 106 548,7  108 282,2  108 
657,4  

109 
032,4  

109 
326,9  

rural 37 118,2  37 985,1  37 
887,3  

37 
772,0  

37 
553,5  

EAEU 
including 

 

179 089,7  182 069,6  182 
731,1  

183 
353,7  

183 
759,0  

urban  127 114,8  129 343,9  129 
999,7  

130 
658,7  

131 
179,4  

rural 51 974,9  52 725,7  52 
731,4  

52 
695,0  

52 
579,6  

 
Production of the main livestock products is presented in 

table 5. 

Due to the increase of such livestock products as poultry 
and pork, since 2013 quantum index of agricultural products 
of the EAEU has been growing. 

 

 

 

 

 

 

 

 

Table 5 - Production of the main types of livestock 
products in January 2019. 

 

Cattle and poultry for slaughter  
(in live weight) 

 Milk Eggs     

 thousa
nd tons 

 in % 
by  

Janu
ary 

2018 

thousa
nd tons 

in % 
by  

Janu
ary 

2018 

million 
pieces 

in % by  
Januar
y 2018 

Armenia 2,8  112,0  27,9  91,5  27,1  104,6  
Belarus 141,0  96,4  586,9  99,6  286,4  104,9  

Kazakhstan 128,5  104,5  238,7  103,3  423,1  104,5  
Kyrgyzstan 29,5  101,7  77,3  102,3  29,0  106,6  

Russia 1 099,2  99,6  2 019,8  102,0  3 605,7  99,6  
EAEU 1 401,0  99,8  2 950,6  101,5  4 371,3  100,5  

  
Analyzing the institutional structure and key indicators, it 

is important to note that due to the changes taking place in the 
world markets, globalization and expansion of economic 
boundaries, tangible progress in creation of a common 
economic and political field of the Eurasian union set new 
goals to the Russian economy in the development of domestic 
and foreign markets.  

 

IV.  CONCLUSION  

Thus, in the effective performance of the agricultural 
sector, the positive impact of institutional factors is obvious. 
Their regulatory impact is manifested through regulatory and 
socio – economic institutions, institutions of management, 
regulation and control. In addition, the institutional strategy 
for the development of agri-food sector is not only in the field 
of formal institutions, but also informal ones. First of all, it is 
business ethics and professional development of managers and 
specialists in the field of agricultural economy management. 
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