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Abstract. The purpose of this study is to study the parameters of the existing
organizational culture in the agrarian sector as a resource for the formation of
social capital and its impact on the formation of transaction costs, market bar-
riers

Methods / Statistical analysis. Analytical methods were used, such as socio-
logical and expert interviews, content and problem-oriented analysis. The study
of behavioral characteristics was based on Hofstede's parametric models
adapted to agriculture. The methods we used were aimed at achieving the fol-
lowing goals: to identify the nature of the transaction costs of the agricultural
sector, taking into account specific features on the ground, to identify the fea-

tures of behavioral attitudes and values, the features of the cost structure within
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the regional institutional framework for interaction and analysis of cultural
codes.

Conclusions. Based on the materials of the agrarian sector of the regional
economy, the parameters of the existing organizational culture were studied;
specific features of transaction costs formed by the cultural component were
identified; studies of cultural codes were conducted. The following features of
the agrarian sector were revealed: excessive production cycle, uneven distribu-
tion of income during the year, dependence on natural and climatic conditions.
The features described above indicate the need for state support and a well-
developed communication system. A cluster of cultural components denotes a
cultural code that reflects a high level of differentiation of roles between a man
and a woman; the prevailing collective consciousness; the tendency to avoid
situations of uncertainty and clearly established courses of action and rules; a
low level of self-control and a low level of the need to meet basic needs. Specif-
ic transaction costs due to cultural determinants include the following: the
costs of finding, processing and storing data, the costs of negotiations and con-
tracts; coordination costs; the costs of politicization; the costs of making col-
lective decisions; loss of profits.

Application: The results presented can help solve the problem of overcoming
informal institutional constraints, and can be applied to the development and
accumulation of social capital, the introduction of better informal practices to
reduce costs by eliminating lost profits, overcoming market barriers. improving
the quality of the transactional sector of the economy as a whole.

Keywords: institutions, organizational culture, social capital, trans-

action costs, agrarian sector, barriers to entering the market



Baunsaue Ha TpaHCAKIMOHHBIC H3JCPKKH WM PBIHOYHEBIC 6apbep51
OpraHru3allMOHHOI'O0 IMOBCACHUSA W KYJIBTYPBI CEJIIBCKOI'O HAacCEc-
HHA: aHAJIN3 U ITPAKTUKA UCCIICIOBAHUA

Annoranusi. leablo wuccnenoBaHus ABISIETCS  M3YYEHHE IapaMeTpoB
CYIIECTBYIOILIEH OpraHM3allMOHHOW KyJbTyphl B arpapHoM CEKTOpe Kak
pecypca (OpPMHUpPOBaHHMS COLMANBHOTO KamuTala M ero BIWSHHAS Ha
(hopMHpOBaHUE TPAaH3aKIIMOHHBIX H3JIEPKEK, PHIHOYHBIX OapbhepoB

Metoanl / Crarucrudeckuii aHaam3. [IpuMeHAmCh Takue aHAIUTHYECKHUE
METOJIbl, KaK COIMOJOTMYECKHEe M OSKCIEPTHbIE HWHTEPBBIO, KOHTCHT |
npoOJIeMHO-OPHCHTHPOBAHHBI  aHanmu3.  lccienoBaHHe — XapaKTEPUCTHK
NOBEJCHUS. OCHOBBIBAJOCH Ha Hapamerpuyeckux wmonemsx [. Xoderena,
aNanTUPOBAHHBIX K CEILCKOMY XO3MHCTBY. MeETOABI, KOTOpbIE MBI
UCIIONIb30BANIM, HANpaBJCHBl Ha JOCTHXKCHUE CIENYIOUIMX LeJel: BBIIBUTH
CYIIHOCTh TPAHCAKIHOHHBIX W3AEPKEK arpapHoro CEKTopa C Y4eTOM
crelUYecKuX  OCOOCHHOCTEH Ha  MeCTaX, BBIABUTH  OCOOCHHOCTH
MOBEJICHYCCKHX YCTAHOBOK M IIEHHOCTEH, OCOOCHHOCTH CTPYKTYpPBI 3aTpaT B
paMKax perHOHaIbHBIX HHCTUTYLMOHAJIBHBIX PAaMOK B3aUMOJICHCTBUS U aHAJIH3
KYJBTYPHBIX K0OOS.

BuiBoabl. /1o mamepuanram azpapnozo cekmopa pecuoHATbHOU 3KOHOMUKU
U3YYATUCL NAPAMEMPbL CYUecmsyiowyell Opeanu3ayUoHHOU KYIbimypbl, Obvliu
onpedenenvl cneyuguueckue 0COOEHHOCU MPAHCAKYUOHHBIX —UZ0EPIHCEK,
chopmMuposanHvIx KyIbmypHbIM KOMHOHEHMOM,; HPOSOOUNUCH UCCAe008AHUS
KYIbmypHuIX K0008. Boliu evlsgnenvl ciedyouue 0cOOEHHOCMU aAZpapHO2o
CeKmopa: — uYpesMepHblll  NPOU3BOOCMGEHHBL  YUKL,  HEePABHOMEPHOe
pacnpeodenenue 00X0008 6 meueHue 200d, 3ABUCUMOCHL OM NPUPOOHBIX U
Kaumamudeckux ycroeuti. Onucannvle @vluie NPUSHAKU YKA3bIBAIOM HA

HE0OX00UMOCHb 20CY0aPCMEEHHOU NOOOEPIAICKU U XOPOULO PA3GUMOU CUCTNEMbL
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ces3u. Knacmep KynivmypHbIX KOMROHEHMO8 0003Hauaem KyJIbMypHblil KOO,
KOmopbulil ompasicaem 8blCOKULl YypogeHsb ouggepenyuayuu poieii mexcoy
MYJUCHUHOTL U JICeHWUHamMu, npeobradaioujee KOLIEKMUGHOE COZHAHUE,
meHOeHyusi usbe2ams CUMyayuil HeOnPeoeileHHOCIMU U YemKO YCMAHOGIEHHbIX
KYpCo8 Oeticmeutl u npasusl; HU3KUll Yypo8eHb CamMoKOHMpOisl U HUSKUL YPOBEHb
nompebHocmu 8 y0081emeopeHUl OCHOGHLIX nompednocmei. Kouxpemmuovie
MPAH3aAKYUOHHbBLE uz0epoIcKu, o6ycrosnennvle KYIbIYpHbIMU
OemepMUHaHmMamu, GKII0HAIOM creoyujee. 3ampamsl Ha ROUCK, 00paboOmKy u
XpaneHue OAHHbIX, 3AMPamvl HA Nepe20GOpbl U KOHMPAKNbL, 3ampamsl Hd
KOOpOUHAYUIO;, pacxo0bl HA NOIUMU3AYUIO, 3AMPAmMbl  HA  HPUHSMUE
KOJUIEKMUGHBIX PeUeHUll;, nomepu npudbLiL.

Ipumenenne: npedcmasiennvle pe3yabmManmsl MO2YM NOMOYb  Peuiuns
npobnemy npeodoneHUs HeGOPMATLHBIX UHCIMUMYYUOHATbHBIX 02PAHUYEHUT, d
makdice Mocym Oblmb NPUMEHEHbl 05l PA3GUMUS U HAKONLEHUSl COYUATbHO20
Kanumana, 6HeOpeHusi JIYYWUX HePOPMATbHLIX NPAKMUK NO  CHUIICEHUIO
U30epoIcex nymem YCmpaHeHust YRYueHHOU 6bl200bl, NPe0OONEHUI) PLIHOYHBIX
Oapbepos.  nosvluieHUss Kavecmea padomvl MPAHCAKYUOHHO20 —CEeKmopa

IKOHOMUKU 6 YEellOM.

KiroueBble c10Ba: uHCMUmymsl, OpeaHu3ayUOHHAS KYIbMypd, COYUATbHbIU
Kanumain, MpaHCAKYUOHHbIE U30EPIHCKU, AZPApHblll cekmop, Oapvepbl 0

861X00A HA PLIHOK /
Introduction

The present research is aimed at studying the parameters of exist-
ing organisational culture as a resource for forming social capital,
traditions, values, symbols, general approach and mentality of the
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population. During the process of the social and economic re-
search based on the agricultural sector of the economy of the re-
gion, the amount of culture influence on forming an organisational
climate on the territory was assessed and practical recommenda-
tions were provided. Given recommendations were designed to
overcome the developmental misbalance of transactional and
transformational sectors of economy and informal institutional
limitations. Also, those recommendations may be applicable for
social capital development and accumulation, implementation of
best informal practices on costs reduction by elimination of lost
profits.

One of the reasons of the Russian economy growing slowly is the
high level of transaction costs. The economy has reached the level
where market transaction services require disproportionately high
resources and there are no quality changes represented by outrun-
ning growth of profit as a result of commercial activities'”. Ac-
cording to the institutional theory, transaction costs define param-
eters of relations between subjects including market transactions
losses, while being the result of conforming to general rules of
institutions. Thus, the more effective economic institutions are,
the more they contribute to minimising transaction costs™.

State of the art

Until the beginning of the 70s of the previous century, economic
science held a certain idea about the factors of economic growth.
According to this idea, accumulated wealth in the form of availa-
ble resources, human capital and manufacturing investment
played the major role. Institutionalist economists included existent
formal and informal institutions as a prerequisite for stability and
dynamic development of the country. Recently, scientists have
commenced regarding social capital as a growth and stability re-
source. For example, in L. Polischuk’s view “the vector of state
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transaction policy aimed at developing social and cultural charac-
teristics reduces uncertainties, increases the effectiveness of inter-
action between businesses and the government, lowers administra-
tive barriers, helps to fight opportunism, enhances the effective-

ness of infrastructure institutes, etc.”.

Social capital includes some well-known constituents: it is based
on trust, codes and values shared in the society and various social
networks. The government’s aim is to provide public goods. As D.
North and J. Wallis noted in their works, “as soon as people are
unable to manage this well, they ‘invite’ the government. At the
same time, effective, regulated, uncorrupted government is a pub-
lic good itself and there is no government body which controls
this public good. Such a public good as an effective government
can be provided only by society itself. For this reason, if society is
organised enough and possesses a lot of social capital, the gov-
ernment functions well”®,

Transaction costs are the costs incurred in the coordination of
market processes in an external environment, in the hierarchical
structure of a firm and implied costs such as loss as a result of all
kinds of transactions. Uneconomic factors which form transaction
costs are informal institutions and negative activities which are
done by people and influence their behavioural principles’.

In the view of the current ideas about the institutional economics,
a characteristic of an informal institution is the fact that it is not
founded by the government but is a result of interaction between
individuals. Institutional constraints are the system of values,
principles and cultural codes of the economy, which together with
formal institutions determine the actions of subjects in the social
and economic environment.



Being a social capital resource, organisational culture forms tradi-
tions, values, symbols, general approaches and mentality of organ-
isation’s members and influences the creation of social capital and
employees’ perception of a situation.

Social capital affects the economy and business behaviour hori-
zontally and vertically. As regards the horizontal channel, the ex-
perience of reaching an agreement and cooperative regulation of
relations, self-management and trust allow eliminating contradic-
tions in business communication without government engagement
that decreases transaction costs. Transaction participants of infor-
mal institutions are effective in commercial interaction without
resorting to government help. The vertical channel of influence
ensures synchronisation with government bodies and the quality
of government management™’.

There are various classifications of organisational culture. Among
the most famous are the classifications of G. Hofstede, T. Deal
and A. Kennedy, R. Blake and J. Mouton, Ch. Handy, K. Camer-
on and R. Quinn and others. K. Cameron and R. Quinn built the
methodology based on competing values. They suggest two di-
mensions: 1) flexibility, discretion and dynamism of an organisa-
tion at one end of a scale and stability, order and control on the
other; 2) internal orientation, integration and unity at one end and
external orientation, differentiation and rivalry on the other. Both
dimensions form four squares of different framing values, reflect-
ing types of organisational culture: hierarchy, clan, market and
adhocracym.

American sociologist Ch. Handy’s methodology distinguishes 4
types of culture with the following parameters: organisation’s
business character and structure; relationships between an indi-
vidual and an organisation; the process of distribution of power
and personal values. According to the author, the types of culture
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are the culture of power, the culture of role, the culture of task and
the culture of person“’lz.

G. Hofstede’s classification of organisational culture was devel-
oped in the 80s of the previous century. The basis of the model
was a global-scale research conducted by a transnational corpora-
tion IBM. More than 116 thousand employees in 40 countries took
part in the survey. The suggested classification helps to under-
stand the mechanism of correlation between organisational behav-
iour and culture. This classification is the most popular among
scientific community due to the set of familiar parameters used for
analysing organisations of different cultures regardless the country
where they are based in'*">. G. Hofstede’s findings are relevant
for managers of different levels in any country including Russia.
The relevance is due to the current labour market having general
characteristics: the drift of unskilled labour, growing migration
processes, foreign companies entering the market and changing
game rules. It is quite obvious that under the condition of immi-
gration being poorly regulated by top management and govern-
ment bodies there is a problem of adapting people from different
cultures both at the level of business and region-wide.

In terms of our research, G. Hofstede’s classification of behav-
1oural characteristics is favourable for studying the interrelation of
organisational behaviour and culture. The classification has the
following parameters: individualism vs. collectivism; power dis-
tance (the amount of participation in making decisions concerning
everybody); uncertainty avoidance; masculinity vs. femininity;
long-term orientation and indulgence vs. restraint. According to
G. Hofstede’s classification, the estimation of the interrelation be-
tween organisational behaviour and culture and the present situa-
tion in the society, country or region is the basis for assessing the
condition of social capital.



In the agrarian market, as in other areas of the market economy,
there are barriers to entry of enterprises into the market. Among
them: exclusive rights, privileges, restrictions, legal acts related to
programs of socio-economic development. Barriers to entering the
agricultural market - the totality of economic, organizational,
administrative, legal, political, sociocultural institutions, whose
actions make work difficult, hinder the entry of economic entities
into the market[21].

The classification of barriers for enterprises operating in the agro-
food market has been developed, related to the distribution of
transaction costs, which include: economic, legal, organizational,
administrative, socio-cultural and political barriers. Each barrier,
as well as transaction costs, have their own specifics of formation.

Transaction costs are both part of the total costs of running the
enterprise, and are combined into an independent array of the
organization's expenses for preserving its economic activities.
Their size is largely determined by the institutions, the existing
external environment of the functioning of enterprises, the
specifics of regional legislation, the presence or absence of trust in
partners and many other factors of contractual relations that affect
the efficiency of enterprises.

The regulatory mechanism in the field of barriers in the
agricultural market is the ability to maneuver for production
volumes and distribution channels, selecting rational "product
chains", training staff, planning transaction costs, maintaining a
register of such costs, establishing an optimal tax regime,
obtaining subsidies, creating a public service market information ,
the dissemination of publicly available economic information, the
management of electronic documents, the creation of an
information and consultation center, etc. The mechanism for
regulating barriers reduces transaction costs.
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Overcoming market barriers by the subjects of the agrarian market
is accompanied by high transaction costs. Reduction of such costs
is possible only due to the formation of the practice of
organizational behavior and culture, trust between entities, the
creation of a document management system, which significantly
reduces the costs of information search and negotiations. The
costs of overcoming opportunistic behavior, as a hidden form of
barriers, consists in the deliberate concealment or distortion of
necessary information or about evasion from the terms of
agreements. The costs of specifying and protecting property rights
arise when documenting legal transactions that provide protection
against the tyranny of the state, competitors, and the costs of
offenders, including the state itself (for example, processing
documents when receiving subsidies).

The mechanism for assessing and regulating market barriers in the
agricultural market as special institutions, including formal and
informal rules that are an integral part of the institutional
environment for the economic activities of agricultural
organizations, is an effective cost management system that
includes organizational and economic mechanisms for a problem-
oriented approach. Existing market barriers play an important role
in the activities of market participants. The current situation
combined with high interest rates for the use of credit resources,
lack of qualified personnel, equipment, market information,
undeveloped market infrastructure, in some cases imperfect
legislation adversely affects the financial condition of
organizations and leads to the emergence of market barriers and
increased transaction costs.

Methods applied

The research on cultural codes of the agricultural sector of the re-
gion’s economy was conducted to find out the specifics of trans-
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action costs. The influence of cultural determinants (informal in-
stitutions) on the content and structure of the transaction compo-
nent of the agricultural sector of the region’s economy was under
study. In order to reach the aims of the research the following ob-
jectives were set:

o to find out the specifics of transaction costs regarding the
peculiarities of the agricultural sector, behavioural princi-
ples and values, and the structure of costs in institutional
interaction in the region;

e to determine cultural codes and path-dependence problem
in the agricultural sector.

The stages of the research were:

1. Questioning specialists of agricultural organisations and
city government.

2. Processing and systematisation of the collected data.

3. Analysing the results of the conducted research.

4. Describing and graphically representing the research.

In the present research the problem-oriented analysis was applied.
It is the analysis of business activity of an organisation which
identifies problems, determines the reasons and finds solutions'®,

There were 93 respondents, who took part in the questionnaire,
with branch managers of agricultural organisations and heads of
administration of agriculture of municipal areas among them. The
research was conducted in 17 municipal areas of Omsk region in
three natural and climatic zones.

The study of behavioural characteristics was based on the para-
metric model of G. Hofstede adapted for agricultural specifics'’™".
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The research was based on six parameters of culture dimensions:
power distance, uncertainty avoidance, individualism vs. collec-
tivism, masculinity vs. femininity, long-term vs. short-term orien-
tation and indulgence vs. restraint.

The methods of assessing cultural components are: 1) there are six
parameter block models in the questionnaire and each question
corresponds to a certain cultural characteristic; 2) based on the
chosen option the answer is referred to one of the parameters of
cultural characteristics; 3) quantitative and qualitative characteris-
tics were determined by comparing the received data within speci-
fied intervals.

Results and discussion

The particularities of the agricultural sector and the influence of
informal institutions form the specific interaction in the agro-
industrial business. Table 1 shows intervals of cultural dimensions
and characteristics of their expression degree. Thus, duration of
manufacture cycles, unequal allocation of profits throughout the
year, dependence on natural and climatic conditions determine the
need for government support and developed communication sys-
tem.

Table 1.

Intervals of cultural dimensions and characteristics of their ex-
pression degree

Cultural Exponent intervals/characteristics of expres-
dimensions sion degree
exponent 0,6<x<1 0,6<x<0,3 0<x<0,3
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Power distance | High Medium Low
degree
Uncertainty High Medium Low
avoidance degree
Individualism vs. | Individualism | Vertical col- | Collectivism
collectivism lectivism  or
horizontal
individualism
Masculinity vs. | Masculinity | Equalities Femininity
femininity dominate
Time orientation | Long-term Medium-term | Short-term
Indulgence vs. | High Medium Low
restraint

The higher the level of power distance is the more complicated
the interaction becomes. Power distance is affected by such cul-
tural preferences and informal practices as people’s attitude to hi-
erarchy, relationships with subordinates, attitude to older genera-
tions and others.

The set of cultural characteristics presents the cultural code which
reflects the constituents of informal institutions. The conducted
research revealed:

e high degree of differentiation between male and female
roles;
e collective consciousness dominates in relationships with
its peculiarity being vertical collectivism and weak rivalry;
e uncertainty avoidance and the need for order and rules;
o the need for clarity regarding future;
13



e low level of self-control and the need for satisfaction of
basic desires.

Dimensions values of cultural characteristics are represented in
table 2.

Table 2.

Dimensions values of cultural characteristics in the agricultural
sector

Cultural Dimensions -
i . Parameter characteristics (degree)
dimensions values
Masculinity | 0,62 Masculinity
vs. femininity
Individualism | 0,43 Collectivism
VS.
collectivism
Uncertainty | 0,74 High degree of uncertainty avoidance
avoidance
Power 0,62 High degree of power distance
distance
Time 0,63 Long-term orientation
orientation
Indulgence 0,73 Indulgence
vs. restraint
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Thus, the whole complex of cultural quantitative characteristics
provides an idea of cultural code in the Omsk region agricultural
sphere of the economy. The society is represented by collectivist
groups with individualism being barely developed. This reflects
people’s inclination to avoid taking responsibility for the results of
their work. There is no capacity for individual self-expression,
rivalry and developing competitive advantages while the capacity
for working in a team and for collective thinking with the focus on
the common result is well-developed and forms trust in a close
setting. High degree of uncertainty avoidance indicates the need
for precision, clarity, well-working rules, situation regulation,
planning and information. Uncertainty avoidance is a cultural
characteristic which is also determined by the peculiarities of the
agricultural sector that are the dependence on natural and climatic
conditions and the entwinement of manufacturing and biological
processes. Power distance implies complicated hierarchy in gov-
ernment and society relationship system, unequal distribution of
profits and low level of trust. Specific transaction costs resulting
from informal institutions, practices and cultural determinants in-
clude information search, procession and storing costs, negotia-
tions and contracts execution costs, coordination and politicisation
costs, costs of collective decision-making and lost earnings costs.

Problem-oriented approach in analysis revealed the following:

1. The agricultural sector is unable to successfully develop
without support, but 22% of respondents point out that
government support is not effective.

5. 47% of respondents expressed the lack of trust towards the
government, and 23% had a positive attitude to the gov-
ernment regarding them as a legal protection, security
guarantee and financial support.
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6. According to 87% of respondents, it is beneficial to estab-
lish effective communication between society and gov-
ernment, which would allow speaking about problems
openly and contribute suggestions. This indicates a poten-
tial opportunity to decrease the existing power distance.

7. The main spheres of government support should be the fol-
lowing: development of in-house raw material processing -
48%:; production distribution assistance - 47%; develop-
ment of workforce capacity in the country and creating a
developed, modern and social infrastructure - 49%; devel-
opment of legal support in order to protect agricultural
manufacturers against partners’ opportunism and dishones-
ty of distribution chains in particular - 17,2% of respond-
ents.

The analysis of social and cultural characteristics of the society in
the agricultural sphere helped to determine cultural codes of the
economy and path-dependence problem conditioned by informal
institutions and negative informal practices.

Conclusions

Transaction costs reduction is promoted by the development and
reinforcement of social capital, determining cultural codes of the
economy and their regulation. The development of communica-
tive interaction of market participants, science and production and
commercial activities contributes to lowering transaction costs in
the form of lost earnings, information searching costs and bound-
ed rationality.

Lowering administrative barriers will change the structure of
transaction costs by increasing transaction cost of overcoming op-
portunistic behaviour and reducing lost earnings. Decreasing
transaction costs in the form of lost earnings and strengthening
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trust towards institutions will be fostered by improving the quality
of information, reacting against unregistered statistics and lobby-
ing interests of certain groups and overcoming the limited access.

As experience in conducting agricultural reforms has shown, agri-
cultural organisations are unable to compete successfully outside
the cost managing system. Internal and external factors predeter-
mine the necessity of the mechanism of internal transaction costs
management being focused on solving the problem of defining the
reasonable scale of market activity of an enterprise, increasing the
manageability of an economic entity due to implementing a trans-
action costs management system and formulating unified policy
such as rules of conduct of the subject.

The higher the external transaction costs, the more probable it is
that a firm will seek an opportunity to replace market transactions
with internal ones. On the level of an organisation, it is accom-
plished by developing internal transaction policy.

In conclusion, implementing the described mechanism contributes
to overcoming imbalance between the development of transaction
and transformation economic sectors, overcoming restrictions of
informal institutions, developing and accumulating social capital,
strengthening positive informal practices, improving the quality of
functioning of the transaction sector of the economy as the whole
and reducing costs in the form of lost earnings of organisations.
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