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Abstract: In this paper, we elaborate an Institutional Analysis and Reconfiguration Framework
centered around the ‘action arena’ theoretical approach. We develop this framework to analyze
institutional reconfiguration to enhance sustainability, and operationalize it using research methods
which focus on documentation of the institutional contexts through an extensive literature review
and interviews of experts in forest policy. We apply the Institutional Analysis and Reconfiguration
Framework to examine forestry institutions, address forest governance, and investigate their effect
on socio-economic and environmental performances in forestry of Ukraine. The paper draws on
the state of affairs in post-transition forestry, its difficulties, and new prospects for economic and
institutional reforms. We examine challenges and opportunities in forestry and suggest key remedies
and prospective ways forward. Results show that a combination of path dependency with the
rigidity of institutions and a slow pace of economic and political reforms is the major obstacle to
implementing decisions regarding sustainable forest policy. A reconfiguration of social practices
is required, as well as the development of capabilities and awareness raising amongst relevant
stakeholders, to realize the problems, envision alternative futures, challenge existing institutions,
shift power relations and create new norms, rules, and decision-making arrangements. The way
towards sustainability in forestry largely goes through changing institutions, and a human dimension
of institutional changes reflected in the uptake of social innovation.

Keywords: sustainability; action arena; institutional changes; forest governance; stakeholder engage-
ment; social practices; perceptions; social innovation; transformation

1. Introduction

In the 18th century, Hans Carl von Carlowitz published Sylvicultura oeconomica, in
which the principle of the ‘sustainable use’ of forests was discussed for the first time.
Today, there are over 300 definitions of sustainability and sustainable development in the
academic literature alone [1]. The internationally recognized principles of sustainable
forest management (SFM) underpin forest policies and practices in many countries. The
concept of sustainable forestry is related to that of SFM but more widely, as both spatially
and temporally its relevance is beyond that of forest management [2]. Sustainable forestry
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contributes to improving the well-being of local communities and wider society, and
addressing the United Nations (UN) Sustainable Development Goals [3]. Sustainable
forestry is a function of natural, man-made, human, and social capital, and the concept
incorporates ecological, economic, social (and institutional) dimensions [4,5].

While much has been done to manage forests sustainably, implementing SFM has
often led to a shift in emphasis from the productive values of forests and their social and
economic benefits to their environmental values and services [6]. In the 2005 assessment of
the implementation of the European Union (EU) Forestry Strategy, a concern was expressed
over the imbalance in addressing the economic, social, and environmental dimensions of
SFM. The report stated that while there has been progress in the environmental aspects of
SFM, improvements could be made in the identification of the major economic and social
issues to secure sustainable forestry over the short and longer terms [6]. The understanding
of the roles of forestry in a bioeconomy emerged as a follow-up, with the bioeconomy seen
as a catalyst for systemic change to tackle the social, economic and environmental aspects
of sustainability holistically, which is not yet addressed coherently [7].

This observation and meeting the economic criterion of sustainability is deemed to
be particularly important in post-transition countries. By a post-transition country, we
mean a country that had the former socialist (command-and-control) type of economy
but has formally passed its transition c.f., [8] to a market economy by implementing the
structural transformations intended: (i) to develop market-based institutions and (ii) to
build a new democracy. Such countries have inherited from the previous political and
economic systems the mechanisms of decision making that do not take into consideration
the present and future conditions for wood production and consumption [2]. For example,
in Ukraine, forests have only recently been considered as an economic asset instead of
being of State patrimony value [9]. Commercial exploitation of nearly 50% of forest areas in
Ukraine is limited. However, the annual change in growing stock suggests that these forests
could produce more timber sustainably. To improve the efficiency of timber production,
so that the country could legally export wood [10], significant changes would need to be
introduced to forest policy and governance to promote economic sustainability.

The economic criterion of sustainability is important in transition and post-transition
countries for the accumulation of financial resources, attracting investment, and enhancing
forestry development. Economic and social considerations are interlinked, and the former
is critical for resolving societal problems of unemployment, migration, and poverty allevia-
tion, and improving human well-being [2,11,12]. Sustainability in forestry (and especially,
when marketable goods and services are concerned) is, to a large degree, associated with
the extent to which markets function and enable the delivery of the most appropriate
signals while guiding the optimal allocation of various components of capital (including
natural capital) in space and time [13].

A specific dimension of the social component of sustainability addressed in this paper
is that of institutions, that is the institutions that are to be placed under the obligation to
transform the human-environmental interactions in post-transition forestry in Ukraine
towards sustainability. Sustainability can be enhanced by rules and regulations and im-
proved by market incentives and/or public policy instruments. In this paper, the rules of
the game which shape interactions between policy, markets and civil society are referred
as institutions. However, formal institutions may overlook the realities of people [14]
and fail to address their challenges. Therefore, in this paper we pay attention to new, or
reconfigured societal processes and practices, relationships, networks, interactions, and
collaborations between people, including through social innovations [15].

There is a need to better understand institutions and governance in forestry [2]. In this
paper, by bringing in conceptual and empirical evidence from Ukraine, our purpose is to
fill the knowledge gap associated with the operationalization of institutions and practical
implications for changing social practices in forestry of a post-transition country. We
achieve this by using the case of forestry in Ukraine as an example. We examine Ukrainian
forestry by using the Institutional Analysis and Reconfiguration Framework developed
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and centered around the ‘action arena’ theoretical approach. The focus is on institutions,
the challenges they face, opportunities, trends, impacts, and remedies to problems, and the
reconfiguration of social practices for putting forestry on a sustainable pathway. The results
show that a combination of path dependency with the rigidity of institutions and a slow
pace of economic and political reforms are major obstacles to implementing sustainable
forest policy decisions.

2. Background on Forestry in Ukraine

Ukraine became an independent state in 1991, and is now one of the largest countries
in Europe. It has the 9th largest in Europe forest area of over 10.5 million ha (with 1%
of forestland classified as primary forest; 49% as other naturally regenerated forest and
50%—as planted forests). Forests spread across the Carpathian, Polissya (mixed forests),
Forest Steppe, Steppe and Crimean forest zones. The proportion of Ukraine’s area occupied
by forest is approximately 16%, which are primarily concentrated in the Northern and
Western regions. The composition of forest species is diverse and varies across the territory
c.f., [4]. Coniferous forests (i.e., pines, spruce and fir) occupy 42% of the forest land, and
43% is covered with hardwood forests (oak, beech, etc.). The inventory of standing timber
volume is 1736.0 million m3; annual wood increment is 35 million m3 and timber harvesting
is approximately 20 million m3, 85% of which is clear cutting [16]. Forests are grouped into
the following four categories: commercial (37.9%); protective (32.9%); recreational (15.3%);
natural reserves, forests used for scientific, historical, and cultural purposes (13.9%) [17].

Forest land is primarily State owned (87%) of which 73% is managed by the State
Forest Resource Agency (SFRA). The rest of the State forest land is distributed across several
Ministries and Agencies, and 7% which isnot available for use. Approximately 13% of
forestland is now managed by communal forest enterprises. Forests on this land (belonging
in the past to collective farms) are generally depleted and of low productivity [10,17,18].

The core legal act in Ukrainian forestry is the Forest Code (adopted in 1994 and
revised in 2006; with additional amendments thereafter). The country passed new laws and
regulations in response to the calls for forestry reforms [19], including the State Program
of Forests for 2010 to 2015 (which needs to be renewed) and the Strategy for Sustainable
Development and Institutional Reform of Forestry for the period through to 2022 [20]. The
key challenges, including climate change and sustainability, were identified as priorities
in these policy documents. Ukraine also adopted other laws with relevance to forestry,
including ‘On the Fundamental Principles (Strategy) of State Environmental Policy until
2030 [21]. The Law on Land sale market was approved in the first reading which is a
step towards Land Reform though to 2024 although it largely concerns land that is not
associated with forestry [22].

The management structure of the forest sector is illustrated in Figure 1. The President
has the power to issue decrees directing Cabinet of Ministers to take actions affecting
the forest sector. This power has been used in recent years, for example, in relation to
a ban on the exporting of round wood [23] and the undertaking of the National Forest
Inventory [24]. The Parliament (Verkhovna Rada) and the Cabinet of Ministers have powers
to adopt the legislation and approve national programmes on the protection, conservation,
use and restoration of forests and the transfer of State-owned forest lands for permanent
non-forestry use [10].

The SFRA is the central executive body, the activities of which are directed and
coordinated by the Cabinet of Ministers through the Ministry of Environmental Protection
and Natural Resources. The Agency implements the State policy on forestry and hunting
and is the center of decision-making on forest management and governance. Ukraine’s
twenty-four regional forestry administrations are subordinate to the SFRA (Figure 1) and
have responsibilities for the administrative, legislative and economic supervision of forest
management. State forest enterprises are the lowest level in this hierarchy. They are
subordinate to their respective regional forestry administrations and plan and conduct
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timber harvesting, sell wood, implement forest management, are responsible for forest
regeneration and protection from fires and illegal activities, and so forth.
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Since Ukraine gained its independence it has started moving from a centrally planned,
command-and-control economy to a free market economy (historically, without having
enough knowledge and experience of the operation of markets [4,9,17]). Forest manage-
ment is largely based on command-and-control approaches, which were traditional in
Ukraine. There is limited influence on decision-making processes by local authorities, small
businesses, and local communities [25].

Excessive timber harvesting in the period post World War II was the reason for the
decrease in forest cover, with the age distribution of stands skewed towards younger
ages. In addition, the uneven distribution of logging activity over the territory threatened
forest sustainability. Between 1956 and 1960, timber harvesting was especially intensive
in the Carpathian region [26]. More recently, forest vitality has been affected by poor
environmental contexts, for example, following the Chernobyl nuclear accident in 1986.
Consequently, approximately 3.5 million ha of forests were contaminated; 157,000 ha were
taken out of exploitation, while on 43.8% of the contaminated territory the use of forests
has been restricted [17].

When commercial pressures were placed on forests [27], sanitary felling underwent
a dramatic rise. In 2016, nearly 47% of the total timber harvested was through this type
of felling operations. That was questioned by international experts [28]. The increase
might have suggested either a catastrophic situation regarding the health of the forests
or, according to the WWF (2018) report [28], sanitary felling in addition to the permitted
annual volume of harvesting was used to hide the over-exploitation of forests. There is
evidence that there are bark beetle attacks, and that forests are threatened by extreme
events. However, such threats could also be used as excuses for the local state forest
enterprises to have the authority to declare a felling as ‘sanitary’. Overall, the scale of
sanitary felling, along with increased (direct) illegal cutting of timber [29] reduced the
endurance of forest stands and contributed to increased soil erosion, and frequent and
severe flooding, especially in mountain areas. Forest policy and management focuses on
tackling problems, which has led to some positive trends, for example the average age
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of stands has improved; annual tree planting on forest land amounts to 50,000 ha [17];
the area of forests certified according to the Forest Stewardship Council [29] scheme, is
4.5 million ha, and increasing, as is that of designated protected areas (e.g., of nature
reserves).

3. Theory and Methodology
3.1. Theories of Institutions

In the context of sustainability transformation, we reviewed the mainstream theories
of institutions. The purpose was to design a theoretical framework for developing an
improved understanding of institutions and their dynamics in the forestry of a post-
transition country and based on this framework, to analyze institutional perspectives of
Ukrainian forestry.

The political theories of institutions primarily focus on the redistribution of wealth
and imply that institutions are shaped by a desire of those in power to reassign resources
within society. Cultural theories commonly hold beliefs that shape collective actions within
current governance arrangements [30]. Economic theories largely suggest that institutions
are created whenever the social benefits of creation exceed the cost [31]. Getting the prices
right follows logically from ‘getting the institutions right’. However, institutions are not
always ‘right’ [32,33]. This has particular relevance to Eastern Europe, where the western
market mechanism has been transplanted into the post–regulatory political and economic
systems in the absence of proper institutional practices [34,35]. The economic theories of
institutions are largely split into neoclassical, classical and new institutional [36].

The ideas of new institutional economists [37–42] and the acceptance of bounded ra-
tionality [43] are of importance in the context of this paper. New institutional economics
primarily suggests that an optimum can be reached by the use of private bargains through
markets, or the allocation of property rights. A focus on minimizing the costs of running a
system means consideration of the costs of making transactions and formulating, enforcing,
and monitoring contracts [41]. It is accepted that contractual arrangements could rely on
robustness of institutions [42] and loyalty, commitment, trust of actors who are considered
as social agents.

There are two main approaches to investigating institutional changes from these, new
institutional economics, perspectives. The first approach focusses on economic development
and considers the system of institutions dependent on the level of economic advance.
At a certain stage of societal development, economic development starts exceeding the
pace of institutional development. When the gap appears to be too wide, political, and
social preconditions for societal transformation arise [2]. The second approach focuses on
‘action arenas’ [2,38,40,44–46]. Within this approach, one way of exploring institutional
changes is to consider them as having been caused by the responses of actors to shifts in
relative prices and preferences; and a second way explains institutional reconfiguration as
caused by conflicting interests. Inefficient institutions exist because of ‘path dependency’,
but new institutions are continuously created [47,48]. Social movements [49] and collec-
tive actions [50] are recognized as drivers of institutional changes. They are not always
progressive [51], but often promote societal advances.

With this in mind, and to analyze the reconfiguration of social practices c.f., [2,15,45,46]
in forestry of a post-transition country, the ‘action arena’ approach was adapted and applied.
Its application was with the understanding that collective action as well as social move-
ments can be a source of constructive changes and a breaker of path dependencies. Also,
social innovations can identify new directions and be exemplary elements for institutions
to create better pathways towards desired outcomes [2].

3.2. An Institutional Analysis and Reconfiguration Framework

The Institutional Analysis and Reconfiguration Framework (IARF) used for under-
standing and operationalizing social practices, and their key elements, interrelationships,
and dynamics, is illustrated in Figure 2. It was informed by a review of the literature on
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institutions and their changes, tested with and validated by Ukrainian forestry experts.
For simplicity, in Figure 2, we omit inter-links between the socio-ecological (resource) [46]
and institutional systems [52], limiting our observations to the latter. That is where the
interactions take place amongst the actors who represent a variety of stakeholders in the
action arena of forestry.

Institutions are the conventions, norms and rules which provide stability, and coordi-
nation, regularize life, produce and protect human values and interests [53]. Institutions
shape the patterns of political, economic, and social interactions [47]. They define behav-
iors [32], structure interactions [54] and share understandings of what should and should
not be done [55].

An institutional environment is the rules-in-use [37], specified in written regimes (i.e.,
formal rules) [56], and manifested in unwritten conventions and codes of conduct (i.e.,
informal rules shared by people for example, within a profession, or a region). The strictly
stated formal rules are of policy and economy (e.g., laws, strategies, regulations, property
rights), and administrative orders, rules and instructions. Informal rules comprise value
judgements (e.g., attitudes, perceptions, preferences, conventions, customs, traditions,
morals) and are largely self-enforcing.
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Institutional arrangements, formal (governance structures) and informal, are the mecha-
nisms for co-ordination of societal interactions within the institutional environment. The
institutional environment consists of the broader socio-economic framework within which
different interactions amongst actors take place. The arrangements (the results of their
analysis are presented in Section 4.2, following presentation of the findings of the analysis
of the institutional environment in Ukrainian forestry) can be based on markets, authority,
collective actions, or take hybrid forms [4,58]. Markets constitute governance by voluntary
exchanges between parties. Hierarchy is governance by command-and-control instruments,
when authority is assigned to actors, on the basis of top-down approaches. Collective action
is a co-ordination by common interest when people act together [58].

The reconfigured institutions (i.e., new—if the reconfiguration results in transfor-
mation, or modified—via their adaptation) (Figure 2) evolve from those which are pre-
existing [59]. To enhance the reconfiguration, the characteristics of the physical world and
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‘rules-in-use’ require to be modified [37]. When the rules-in-use are changing, particular
attention should be paid to competencies and capabilities of relevant actors [2,60]. Figure 2
indicates that actors (with their knowledge) are at the center of institutional reconfiguration.
They have their attitudes, preferences, and beliefs, information-processing capabilities, and
selection criteria. They interact, learn, and make decisions on the allocations of power
and resources, set up agencies and distribute responsibilities through and within existing
institutions, or by establishing new ones.

Actors (see Section 4.3 for the results of the analysis of the Ukraine’s forest sector) face
different decision-making situations within the institutional setting, including designing
civil society initiatives and developing social innovations [2]. The competencies of actors
(i.e., technical, cognitive, motivational, organizational, and communicational) which in-
clude social learning, experience, participation, communication, reciprocity, motivation,
commitment, and trust, are important for the reconfiguration [46]. Capability development
leads to changes in the belief systems and cultural precepts [61], while the knowledge
developed and conveyed within the action arena and externally provides actors with
operational efficiency and flexibility [2].

The concepts of institutional transformation [33,36], transitions [4,62,63] and social
innovation [15,46,64] address societal changes and offer solutions to challenges faced by
forests and the communities which depend upon them [15]. The concepts imply that
innovative social practices need to be operated by actors having the capacities to value
knowledge, and assimilate, advance, and apply it, as appropriate [65]. The building of trust
is especially important where social capital mechanisms have been eroded by regulatory
institutions and grey networks (e.g., as in some post-transition countries) as trust promotes
co-operation and leads to improved institutional performance [66].

The complexity and interdependencies in the action area (Figure 2) also imply that
the reconfiguration of social practices cannot be explained exclusively by the inner logic
of Ukrainian forestry, but also requires consideration of the interactions between politico-
normative, socio-ecological and socio-economic contexts [46]. These contexts are complex
and dynamic, and intricately intertwined with a range of dimensions that foster or hinder
institutional changes and shape their trajectories. The entire cycle of a spiral model (lower
part of Figure 2) implies that institutional changes start from ideas, develop to prototyp-
ing and piloting, and proceed to implementation [57,67]. Eventually, it could result in
novel arrangements and regimes [33,68] and through their scaling up and/or out, could
spread [69], leading either to adaptation or to transformation of the system.

3.3. Using the Framework to Examine the Reconfiguration

We applied the IARF to analyze institutions in a post-transition country and investigate
their effect on economic and environmental performance in the forest sector. The research
involved system analysis based on the principles of scientific cognition and objectivity,
through which we established logical structural relationships between the elements under
investigation, as well as process analysis. Primary data were collected through interviews
and empirical evidence obtained from the analysis and synthesis of the information derived
from various sources of reporting and a survey of literature, Table 1. A holistic picture
was formed of the reconfiguration of social practices and produce results, based on a
set of elements under investigation and their interactions. An institutional analysis was
carried out to identify causal relationships illustrated in Figure 2, and theoretical analysis
and synthesis based on the concepts of new institutional economics. The use of general
scientific methods of formal logic was conditioned by the need to investigate the mechanisms
of development of institutional changes, and to distinguish factors that reinforce path
dependencies, the rigidity of institutions, persistent governance failures and other contexts
that hinder sustainable development of Ukrainian forestry.
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Table 1. Summary on data collection.

Activity Focus or/and Objective Number of Participants or Analysed
Literature Sources

Forest policy document analysis
All forest related laws and regulations and
forest policy modifications in Ukraine have
been analysed

All forest policy related laws and
regulations published after 2000, as well
as recently developed policy drafts
currently under public consultations

A survey of peer-reviewed
publications extracted from the
Scopus data base

Publications on governance, institutions, forest
policy and management associated with (post-)
transition countries, with the main focus on
Ukraine, published in peer-reviewed
scientific journals

n = 45

Review of reports of international
organizations and programmes

A synthesis study of findings from relevant EU
projects and those conducted in Ukraine and
relating to key challenges in the forest sector.

n = 12, including reports of the EC, EU
ENPI_FLEG, FAO, IUFRO, IUCN, World
Bank and WWF

Review of recent publications in
national language and “grey
literature” information

Collection of relevant recent discussion points
on forest policy reforms in Ukraine from the
perspective of different stakeholders

15 publications, internet search and
media releases of relevant organisations
(e.g., SFRA), NGOs, community groups,
and media platforms

Interviews of forestry experts
from Ukraine

The survey and associated questionnaire were
designed to develop a better understanding of
causality, design, performance, and impact of the
reconfiguration of social practices (Nijnik et al.
2020)

n = 13, including: (i) forest policy actors
at the national level (n = 2); (ii) forest
scientists at levels from local to national
(n = 3); (iii) forest decision makers at the
regional level (mountain, Western part of
Ukraine, and its lowlands part, n = 2); (iv)
forest managers at the local level (n = 2);
(v) representatives of communities of
practice: NGO (n = 2) and local
communities (n = 2)

The systematic survey of peer-reviewed publications was performed (in English)
using the Scopus database, which is multidisciplinary and the one of the largest databases
of scientific literature [70]. The search terms were chosen based on the conceptualization
depicted in Figure 2, and used in searches which aimed to identify relevant entries pub-
lished since 1991, when the transition to a market economy and a new democracy started.
Key steps of the survey are illustrated in Figure 3.
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A descriptive analysis was undertaken of the abstracts of the studies identified. This
identified a set of publications for which the full texts were reviewed of the most relevant
articles and coded the respective sections. During coding we observed that some studies
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covered a wide range of different, but often overlapping, topics that relate to institutions
and their changes in Ukrainian forestry. When the detailed information was collected, an
in-depth qualitative analysis of the peer reviewed publications identified, was conducted.

A survey of the opinions of experts was based on semi-structured interviews about
the essence of and interrelationships amongst the institutional elements demonstrated in
Figure 2, and on problems and challenges facing Ukrainian forestry, prospective solutions,
and opportunities for the future (i.e., along the reconfiguration path, illustrated in Figure 2).
The questionnaire was translated into Ukrainian, and after the interviews all of the answers
were translated into English and subject to a discourse analysis. This mixed methods
approach enabled the corroboration of findings through triangulation. It also ensured that
these findings were grounded in the experiences of the interviewees.

4. Results and Discussion
4.1. Institutional Environment

The results show that, generally, pro-environmental legislation may not result in
sustainable forestry, amongst the reasons for which is a mismatch between sustainability
concerns and forestry institutions. Forest enterprises and entrepreneurs are guided primarily
by considerations of economic efficiency and profitability [72]. Due to market changes,
economic and financial considerations are becoming crucial for decision-makers [4]. There-
fore, despite the official norms for the sustainable use and protection of forests, and given
the inadequate prices and fiscal policies [73], forest practitioners seek to cut trees and sell
timber. Although ecological and environmental objectives are present in Ukrainian policies
(i.e., in the institutional environment, Figure 2) associated with forests, commonly these
rules and regulations contradict the requirements of forestry practices, unintentionally
encouraging the development of shadow systems.

To alleviate this negative phenomenon, in 2005, the ban on exports of sawn wood (of
ten tree species) was introduced by the Ukrainian Parliament [74]. To stop unregulated
timber cutting, and to support the domestic wood processing industry, in 2015, a law was
adopted [23,74] which introduced a 10-year moratorium on the export of round wood
(industrial, unprocessed timber, rough logs), limiting Ukraine’s export of energy wood
only [75]. However, for the reasons above, the compliance with regulations is difficult
to ensure [12,76,77], a problem compounded by inadequate monitoring and enforcement
mechanisms due to financial difficulties and other barriers to implementation [78]. So,
illegal timber logging in Ukraine continues [33,79], and some of that timber transported to
foreign markets [80]. A positive change was that the Ukrainian Government developed
regulations to strengthen the monitoring of forest harvesting and, starting from 2019,
forest users are required to use the State electronic timber accounting system for entering
information on timber harvesting and sales. Since February 2020, forest enterprises with
an annual net income of more than USD340,000 have been obliged to sell all their timber
through the electronic auction system [10,81].

Enhancing timber production is important. However, it has to be accompanied by
appropriate monitoring systems that ensure the legitimacy of the operations, and accuracy
of the reporting. A further requirement is the understanding that economic rents are a
measure of wealth, and the proportion of quasi-rent collected by governments indicates
whether the revenue from forestry is sustainable [82]. However, in post-transition countries,
forest resources are commonly undervalued, information is asymmetric, fiscal and tax
policies are inadequate [73], and there is a wide discrepancy between the costs of production
and prices for timber (e.g., on world markets) [33,83]. Under these conditions, rent seekers
tend to sell wood and redistribute wealth according to their interests. These interests may
do nothing to enhance the efficiency or promote innovation in the forest sector.

Therefore, while pro-environmental laws and rules formally govern [19,81] they fail
to deliver what they aim to achieve [33,84]. Consequently, in the six years to 2017, losses
caused by illegal logging are believed to have increased by 77% [11]. Some estimates sug-
gest that in 2019 the volume of illegal logging in State forests reached 118,000 m3, causing
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approximately 27 million Euros of damage [17]. National and international experts have
reported that illegal logging puts at risk Ukraine’s reputation [79,83]. The Earthsight [80]
reports how timber in Ukraine goes to shadow sawmills (approximately 12,000), and then
predominantly exported.

With proper institutions, timber exporting can be beneficial for the economy through
decreasing the budget deficit and providing resources to invest in modernizing machinery
and promoting innovation. However, such benefits may not accrue in post-transition
economies. Our findings indicate that despite the efforts made, the current institutions
permit a shadow economy to persist. Theoretically, this leads to a reduction in the tax
base of the State and its official foreign exchange holdings, worsening the economic
performance [85] and, without having sufficient resources, limiting any scope for providing
financial incentives for supporting sustainable development of Ukraine’s forest sector.
Therefore, in a post-transition country, with its weakened institutions, and prices that do
not reflect the real value of forest resources and their scarcity [33], it is even more important
(but more difficult) to employ economic indicators of sustainability.

In theory, for sustainability to be consistent with economic efficiency the growth rate of
the forest must be greater or equal to the interest rate [4]. Maximizing the net present value
(NPV) of forests involves a comparison of the net benefits from postponing harvesting with
the net benefits from harvesting timber and investing the profits. However, the objective of
maximizing the NPV from forests with moderate growth often promotes higher harvest
levels than the net growth of forest stands. Therefore, focusing on economic efficiency alone
encourages the establishment of fast-growing commercial plantations [9]. This, in turn,
endangers biological diversity and the health and vitality of forests [26]. The establishment
of monoculture plantations often increases the costs associated with the care and protection
of forest stands that are less stable biologically; and these costs are not always accounted
for [4]. Thus, in post-transition economies where there are acute market failures (e.g.,
non-internalized externalities) multiple ecosystem services often remain undervalued [33],
and some social benefits of forests undermined.

Implementation deficits (common to young democracies) demonstrate a gap between
the formulation of sustainable forest policy goals and putting them into practice [13,84].
The ban on timber exports is another example of what can happen when a law that was
intended to enhance the protection and sustainable use of forests in practical terms leads to
adverse economic consequences. The ban on round wood export raised concerns amongst
the public, NGOs, mass-media [75] and EU officials [86]. The gap between the formal
rules of institutional environment and the arrangements, and those which are informal in
nature (Figure 2) has increased since the start of the ‘transition’ in the late 1990s [4,87]. The
vertical mismatches detected amongst national, regional, and local policies, and between
their goals and the situation on the ground, and the horizontal mismatches, due to a
lack of policy co-ordination across sectors [76], have contributed to creating institutional
challenges [25,88].

The experts interviewed reported that laws and regulations that generally govern
the forest sector are not fit for purpose. They explained that: (i) even the most recent laws
and regulations do not have the institutional mechanisms necessary for the enhancement
of sustainability in forestry; (ii) there are no, or limited, policy instruments to support
community participation and social innovation; (iii) there has been a low emphasis on
securing tenure rights in forestry (beyond the public forests); (iv) there are no explicit
relationships between forest authorities and contracts or markets in the main forest law.
Findings highlighted the need for a new package of rules and regulatory acts and norms,
preferably co-developed by forest policy actors, jointly with scientists and practitioners
(e.g., experts in bioeconomy, entrepreneurship, climate change adaptation, and social
innovation) and underpinned by traditional knowledge of people on the ground.

Progress has been made in the development of a new package of rules and regulations
relevant to forestry. Notable amongst these are: the Decree on Additional Actions regarding
the Development of the Forest Sector, Wise Nature Management, and the Maintaining
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of Objects of the Nature Protection Fund [89]; the Decree of the President of Ukraine On
Measures for the Conservation of Forests and the Rational Use of Forest Resources [81];
the Strategy for Sustainable Development and Institutional Reform of Forestry for the
period through to 2022 approved by the Cabinet of Ministers [20]; and a draft of the
State Strategy on Forest Governance until 2035 put out to public consultation [90]. The
experts interviewed recognized the positive nature of this document being put out to
public discussion.

The legislative acts and norms that should guide the advancement of the forest
sector in the short and medium terms, and in future, require the support of stakeholder
groups. However, such groups have highly diverse perceptions of what is required [2].
Moreover, the aspirations of forest policy are often not realizable due to a lack of suitable
supporting instruments (i.e., legislative, economic, agreement, information, communication
and knowledge-based), for use at different levels of governance. A key gap is the provision
of financial instruments and incentives (of improved price and fiscal policies) for directing
forestry towards its more sustainable development.

The experts interviewed admitted that to succeed in transitions towards sustainability:
(i) forest policy should be more open and adaptable to make it possible to incorporate inno-
vative decisions or involve new actors, under changing conditions; (ii) policy documents
should be specific and clearly presented to end-users; (iii) there should be consultation
with relevant stakeholders prior to decisions being taken; (iv) horizontal tuning of forestry
plans should be encouraged (e.g., aligned to with physical planning and nature conser-
vation); (v) vertical tuning should align the executive structure of institutions with the
policy structures, and ensure that greater rights and responsibilities, as well as resources
(including financial), are devolved to lower level forestry units; (vi) the practicalities of
policy and management plans, concerning targets, tasks and resources must be improved.

The findings show that there is a lack of harmonization between policies relating to
forestry in Ukraine, and with national and international regulations on environmental and
natural resource use. The interviewees stressed the importance of developing an inter-
linked long-term Strategy, a Programme and specific plans of actions that could enhance
sustainable forestry development. A set of such policy documents should be consistent
with relevant international treaties and aspirations of different social groups in Ukraine
and be in the context of drivers such as a changing climate.

Overall, our results indicate that the current institutional environment is improving
but still is not fit for purpose. The experts stressed that forestry regulations are often
“too vague”, and that the “price-forming and fiscal policy, and tax system need to be urgently
improved”. The interviewees also reported that regulations change frequently, there is a
lack of transparency and that the legislation is often misleading and contradictory, resulting
in legislative and bureaucratic confusion, and institutional redundancy [33,76]. In combi-
nation, this set of issues make forest policy and management rules difficult to follow and
implement. Thus, they remain open to arbitrary decisions, leaving room for corruption.

4.2. Institutional Arrangements, Governance, and Competencies

In part, the governance misfit observed can be explained by the grabbing hand model [31]
in which the institutional incentive to address economic efficiency is displaced by the aim
of wealth redistribution. This occurs when politicians and bureaucrats, focusing on the
particular interests of groups in politics, and desires to retain power, follow impulses
to redirect wealth to themselves. Their actions hinder economic growth, lead to social
distortions and marginalization, and restrict political and economic freedom [33].

‘Patrimonialism’ is the phenomenon when the State or politicians consider themselves
the ruler and proprietor of the country [91]. This phenomenon brings together economics
and politics, resulting in the so-called politonomy [33]. The most destructive phenomenon is
the criminal-political nexus, an alliance amongst oligarchs, members of the law enforcement
and security agencies, and gangs of organized criminals who tend to undermine pro-market
reforms and appropriate resources [92]. While neopatrimonialism, crony capitalism and
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kleptocratic practices were not apparent in Eastern Europe prior to the end of the 1990s,
with regards to the fate of forests, the ‘grabbing hand model’ of governance [31] has been
evident in Ukraine since then and with significant adverse effects on the forest sector [2,33].

There has been a continuity of institutions based on a hierarchy [9], and processes of
transformation face significant challenges [50]. The national government announced steps
to put forestry on a pathway to sustainability. However, our findings show it is difficult to
reconfigure social practices in forestry in the country with an inopportune and unstable
socio-economic situation that creates preconditions for social tensions and conflicts [89,93].
An additional difficulty lies in the poor level of well-being of forest-dependent communities
comprising people who tend to make their income out of timber [78]. As stated by one
interviewed expert, at times this leads to conflicts between community members and forest
guards. Furthermore, the decline in living standards in recent decades has increased the
reliance of local people on non-wood forest products (NWFP), in some localities leading to
overharvesting of NWFP [94].

In these conditions, as stressed by other authors [12,18] and supported by the experts
interviewed, forestry reforms should seek to properly integrate economic liberalization
in the sector with the public interests in the sustainable use of forest multiple ecosystem
services [95,96]. Targeting sustainability would require the adjustment of the institutional
arrangements to align a market economy and a new democracy [13,93]. The institutional
reconfiguration suggested entails democratization and participation; economic liberalization
and (controlled and confined) privatization; political, administrative, and fiscal decentralization;
and restructuring of government c.f., [58,97]. However, according to the experts interviewed,
supported by our findings from the literature, “that Ukrainian forests largely remain public is
right, as this has saved these forests from destruction” [12,97].

The experts interviewed reported that the current formal model of the distribution
of tasks and resources (including financial) in Ukrainian forestry, between central and
regional (and local) authorities, and amongst forest management structures, neither reflects
nor meets the requirements of foresters, other social groups, and society in general. At the
lowest level within the system of State forest management (Figure 3), there are numerous
State forest enterprises that are supposed to operate on the principles of self-financing [10].
The principal functions of the enterprises are tree planting, silvicultural practices, and
timber supply. However, the list of activities differs across and between regions and
depends on the availability of resources and production capacities, and often also on
‘personal relationships’ and on ‘prestige amongst the staff and local authorities’ [4,33,97].

In 1996, forestry and the forest (wood processing) industry were separated [85]. The
rationale of the split and its positive and negative effects have been analyzed, for example
in [33]. However, many forest enterprises experience financial shortages and are vulnerable
to conflicts of interest [10]. Largely, this is due to the current emphasis on their self-
sufficiency without an adequate supporting fiscal policy or approach to forest taxation [73].
This point was stressed by the experts interviewed, who suggested “improving forest taxation,
giving more rights and responsibilities to local/regional level forestry authorities, and encouraging
the development of various partnerships” (e.g., private-public).

They also identified the need for actions to target sustainability to be coordinated
horizontally (e.g., between regions), and vertically (i.e., across local, regional and national
levels). They agreed on the need for: (i) a systems approach to institutional arrangements,
with a consideration of interdependencies and in which each forest is considered as a
subsystem of a higher unit in the system, and Ukrainian forestry is considered to be a
subsystem of European and global forestry; (ii) comprehensiveness, i.e., that various factors
of forestry development (e.g., economic, social, environmental) are taken into account
(where possible) at local, regional and national levels, and underpinned by sustainable
‘human-environment’ interrelationships; (iii) objective principles, meaning that the priority
objectives for each level of forestry development (starting from enterprises and through to
the forest sector) should be identified and targeted.
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However, the results show that rules-in-use by forest governance in Ukraine (i.e.,
institutional environment, Figure 2) correspond to government laws; institutional arrange-
ments are built into the governmental structure, and the entire system of institutions does
not maximize gains for the participants [9]. The importance of ‘good governance’ [12], for
sustainable management of forests is increasingly emphasized in international standards,
together with the need to develop and apply integrated approaches in policy formulation
and implementation with wide public participation [6]. This implies that a restructuring of
forest governance is necessary in Ukraine. However, such restructuring will be difficult
because the issues associated with ‘path dependency’ [47,48] are exacerbated by insufficient
stakeholder capabilities to implement societal transformation [2,98].

4.3. Actors in the Action Arena

The failure of governance, relating to both formal and informal institutions (Figure 2),
is inter-linked with the low level of development of social capital and competencies [2]. The
role of people (civil society actors, forest relevant stakeholders, communities of practice [99],
with their knowledge and capabilities) is crucial for institutional reconfiguration [46]. The
role of competent and inspiring leaders is also very important [100]. Institutional changes
proceed together with changes in individuals, and vice versa [101]. However, capabilities
to change and socially innovate are personified in codes of human behavior (underpinned
by attitudes, perceptions, and competencies), which are often more resistant to change than
other elements of institutions. These are path dependencies justified by a cost of change and
in the sense that for the creation of a new order there must be evidence that it will be more
desirable to people than the old one [47]. Thus, the reconfiguration of social practices can
be more complicated than re-organizing or establishing new agencies [34].

The challenges towards sustainability include a lack of vision of the ultimate goal of
reforms; tolerance of corruption; the ‘established’ practice of quota-based appointments
(from political parties) of managers who may have insufficient knowledge and/or manage-
ment capabilities [18]. The experts interviewed stressed: (i) a low level of motivation of
policy actors; (ii) a shortage of skilled specialists (e.g., trained to make decisions about mar-
kets and entrepreneurship), including in senior management positions; (iii) misperceptions
of forest policy targets, measures and instruments by local stakeholders, likely to be due to
the shortage of information and conflicting interests [102]; iv) a lack of resources by forest
enterprises, on the ground, especially financial; v) deficiencies in information systems (i.e.,
not meeting modern requirements [103]); (vi) weak democratic institutions and processes
of participation [104]. Continuity and rigidity of political and economic institutions were
reported, with a consequence that the governance of forests often results in conflicts instead
of cooperation and partnerships [50].

Ukraine’s employees have comparatively low salaries, and some officials in control-
ling services are open to bribery [95]. Sometimes, officials at a higher-level take advantage
of their positions with the support of high and inappropriate taxes (as indicated by our
interviewees). The forest tax legislation, which has severe adverse impacts on forestry
units [73] also creates incentives for enterprises to financially compromise officials rather
than pay high taxes [4]. Therefore, many businesses either struggle to survive or tend to
pay significant amounts in bribes or seek to hide their operations [33]. Corruption and
‘black markets’ can be observed in some forest enterprises involved in timber harvesting,
some private companies dealing with wood-processing, and some forest agencies [83]. The
presence of ‘black’ and ‘grey’ timber markets (i.e., with different degrees of tax avoidance)
implies that the institutional environment is inconsistent with sustainable forestry develop-
ment [13], potentially reducing the delivery of forest ecosystem services and reflecting the
difficulties currently encountered by the sector.

Thus, the transformation process slows down because of the unfavorable institutional
environment, failures in governance [50] and because of historically low levels of commu-
nication and reciprocity amongst actors, inadequate competences to initiate and develop
changes, and their low motivation, commitment and levels of trust [54,105]. One of our
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experts admitted that “most effectively forestry can be led by knowledgeable politicians, who
have worked in forestry, who love forests and the sector and want to help it to function better”.
Therefore, forestry reform is needed to build the human and social capitals, develop capa-
bilities, and direct motivations of policy actors towards supporting a market economy and
a new democracy, with more active involvement of civil society in the decision-making
processes [14].

The interviewees identified an urgent need for relevant stakeholders (e.g., local com-
munities) to be engaged in the plans and management of forestry, reflecting the increasing
importance of the role of forest non-marketed (public) goods and services. Wider end-user
engagement (e.g., through public consultations, participatory forums, by co-construction of
knowledge) should be a central feature of the reconfiguration of institutions in the sector.
Moreover, forestry is linked to other land-uses, so the economic, social, and environmental
dimensions of forest policy must dovetail with other (short and long-term) societal interests
to better fit into and underpin the strategy of sustainable development.

4.4. Further Sustainability Considerations

Our research has added evidence to the observation that not all forest stakeholders
perceive that Ukrainian forests need more protection or that illegal logging is a critical
issue [102]. As noted by one of our experts: “A negative and wrong image has been created by
‘populists’, giving the impression as if Ukrainian foresters mine forests”. Therefore, it is important
to see illegal logging as being a consequence of institutional (e.g., policy, governance and
market) failures, not only as a cause of unsustainability in the forest sector c.f., [80,83].
Illegal logging, a shadow economy, and corruption all benefit selected groups at the expense
of society and forestry; tax avoidance increases the budget deficit, and taken together these
and other factors create conditions in which the State becomes unable to support forestry
and protect the environment. It is a vicious cycle, which is a cause of stagnation and path
dependencies in post-transition forestry [106].

An important and obvious consequence of illegal logging is of fewer financial re-
sources flowing to the State budget (due to tax avoidance). A possible decrease in the
overall scale of timber harvesting (i.e., at the expense of a lower level of forestry activities,
including legally harvested timber) could then be anticipated. This could lead to either less
(because of the high scale of illegal logging) or more natural assets being protected (due to
the decrease in legal timber cut) for the benefit of future generations. Better understanding
is required of these trade-offs, including those, associated with changes in regulations.

For example, if regulations become less ‘pro-environmental’, and make it easier for
more legal timber harvesting, would that lead to better or worse protection for natural
assets? The answer to what is societally more desirable depends on the goal. Such a goal
could be to protect natural assets from mining and preserve them for future generations, or
eliminate illegal logging and make the economy more functional (e.g., by making all timber
cut legal by changing the regulations)? Hypothetically, if all logging becomes legal, more
money will go to a national budget and can be used in part to support forestry. However,
the situation would depend on fiscal policy, forest taxation and use of the funds, as well as
on the institutional settings in place and the priorities chosen.

Economic considerations of sustainability are crucial for a post-transition [27] country.
From an economic perspective, sustainable forestry can exist if the returns to it exceed
those of alternative uses of the land and exceed the costs of forest management. In this
way, sustainable forest management is embodied in sustained timber management [27,97].
However, from the previous political and economic system, Ukraine inherited mechanisms
of decision-making which are not adjusted to market conditions for wood production and
consumption. There is a lack of trained specialists in markets and entrepreneurships. There
are insufficient financial and capital inputs to forestry.

The annexation of Crimea by Russia in 2014 and the war in Eastern Ukraine made the
situation worse, both at the national level (e.g., with outflow of various types of capital), as
well as the regional and local levels (e.g., as forestry considerations are not now central in
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these regions of Ukraine, while the environmental situation, for example, forest fires and
land degradation in Eastern territories, is precarious) [107,108]. Under these conditions,
and with inadequate institutions and acute market failures, it is impossible for Ukraine
to operationalise an economic concept of sustainability in forestry, while in the context of
this research, a pathway to sustainability lies through the development of markets and
internalizing (where possible) the most important externalities.

Legislative and structural changes in forestry are needed, that is, those that will change
the rules and plays of the game at all and across forestry levels c.f., [109]. We argue that
economic considerations need to be enhanced within a context of a prevalence of public
forestry (as in many other countries). However, the economic concerns must be well-
supported by social and environmental considerations, and sustainability in post-transition
forestry must be operationalized concurrently in economic, social, and physical terms.

We agree with Nordberg (2007) that in Ukraine where, in general (except in Western
areas), there is ‘no living memory of market economy’ it is particularly difficult to move
forward, and that reaching a proper balance between State, businesses and the various
public interests is crucial [87]. The idea of proper balancing is relevant to all post-transition
countries including those with greater experience in markets. The evaluation of forest
governance in Lithuania and Slovakia by Makrickiene et al. (2019) (using the criteria of
efficiency, equity, transparency, participation and adaptiveness) provided evidence of a
considerably more progress required ‘toward adaptive governance characterized by flatter
hierarchies, lighter regulatory load and greater decision autonomy’ [110].

Lastly, concerning possible projections, post-transition forestry which is progressing
towards sustainability would: (i) either entirely change social practices to establish novel
governance arrangements; or (ii) continue interacting with the existing regimes to offer
mixed governance arrangements (i.e., between the public and private sectors); or (iii) revisit
historic social practices by offering them new dimensions c.f., [2,111]. The third scenario
has its supporters in Ukraine c.f., [2], reflecting the views of many experts who are not
convinced by a presentation of the expansion of markets as a consensual silver bullet for
achieving sustainable forestry [4,9].

5. Conclusions

The forestry case, analyzed in this paper, exemplifies the developments and plausible
scenarios, from which other post-transition countries may learn. It illustrates how institutional
reconfiguration in Ukrainian forestry has developed since the start of transition. It provides
evidence that for the reconfiguration of social practices to be transformative (rather than
adaptive) the changes introduced must challenge, alter and/or replace established institu-
tions [2,46,112] while guiding the development of the forest sector towards sustainability.

The theoretical novelty presented in this paper concerns adapting in the context of a
post-transition country of the action arena concept of institutional changes. This concep-
tualization complements existing approaches to institutional changes, and is linked to
civil society led forestry changes, and opportunities for and barriers to forestry being put
on a sustainable pathway. The paper has shown that institutional reconfiguration can be
motivated or triggered by challenges caused by institutional mismatches (e.g., between
sustainability concerns and forestry institutions), and misfits or gaps (e.g., between policy
goals and forestry practices; institutional environment and institutional arrangements).
However, forestry sector actors commonly encounter difficulties in developing and scaling
up new practices due to path dependent and interlinked governance systems.

We have shown that institutional interplays in this country manifest in ‘path depen-
dencies’, rigidity and inertia. The findings demonstrate a specific context where robust but
rigid institutions support each other by blocking changes towards sustainability, while
novel civil society led arrangements are emerging to enable progressive changes [2]. Such
changes would require the development of capabilities and raising of awareness of relevant
stakeholders of a market economy and the problems to be faced while challenging the
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existing institutions, shifting existing power relations and creating new norms, rules, and
decision-making arrangements.

In practical terms, we have found that the successful reconfiguration of social practices
depends on supportive institutional conditions. In former transition countries (and in
Ukraine, for approximately two decades), institutions were poorly framed, with charac-
teristics of subjugating individual interests in favor of those of the State and of those in
power [33]. We showed that a shadow economy is, to a large extent, caused by a mismatch
between the pro-environmental regulation and financial incentives for forest practitioners
to increase timber harvesting (driven by existing price systems, etc.), as well as by irrational
financial flows and groundless taxation [73] (i.e., when “forest enterprises become ‘cleaned
out’”, as reported by the experts interviewed). It is also caused by a poor economic situation
and low salaries of foresters and decision-makers; impoverishment of forest-dependent
communities; the lack of resources, including financial (at all levels of forest activity), and
thus incapability of officials to monitor the cutting of timber and enforce compliance with
sustainable forestry regulations.

Sustainable development [113] should reflect short and long-term societal interests
and address the demands of present and future generations. To ensure sustainable and
multifunctional development of post-transition forestry, significant benefits accrue from a
reform of economic policy that increases the efficiency of timber supply. However, such
changes in policy must be complemented by well-targeted measures to preserve forests,
the state and quality of their natural assets, and their biodiversity and landscape values.

The role of government is crucial for balancing the economic objectives of forestry
development with the social and environmental requirements. Governmental intervention,
in terms of public environmental and social policies, is justified during the post-transition
period. Over time, with institutional advances, direct government intervention gradually
gives way to indirect guidance through policies designed to advance the role of markets.
However, the role of government in regulating the tenure, management, financing, and
production of public goods will still remain under the conditions of a well-functioning
market economy.
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