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Abstract

This article combines law, behavioral and institutional economics in order to explain the existence of an
“error” in the way the Covid-19 crisis has been managed. Bulgaria’s agriculture is in focus. The problem is
presented as arising from the dualism of what is happening in the legal sphere; subjective decision-making
models; challenges in assessing economic effects. In an institutional perspective, the levels of are measured:
the quantitative changes of the rules; costs, as determining the individual choice, losses, etc. The adaptation
of agriculture has been assessed.
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Cratus, noxnansana Ha Ceqmara MeXAyHAPOIHA KOH(pepeHus

»3eMeaes e ¥ CHa0AsiBaHe ¢ XpPaHU: Ma3apu U arpapHu noautuku 20207,
opranusupasa ot MHCTUTYTa Mo arpapHa NKOHOMHKA KbM CEeJICKOCTOIAaHCKa aKaJeMus
27-28 oxromBpu 2020 r. — Codus

Pe3rome

Tasu ctatna komOrHMpa NpaBo, NOBEAEHYECKA U MHCTUTYLIMOHANHA MKOHOMMKA C Len Aa 06sCHM Hanu-
4YMeTo Ha ,rpeLlka“ Mo OTHOLIEHME Ha HavMHa, No KOWTO ce ynpaensaBa kpudaTta Covid-19. BuB dokyc e no-
cTaBeHO 3emefenueTto Ha bwnrapus. MpobnembT e NnpeacTaBeH KaTo NpoM3TUYaLl oT AyanuaMa Ha cryud-
BaLOTO Ce B npaBHaTa cdepa; cybekTMBHUTE MOOENN 33 B3eMaHe Ha pelleHve; npeavs3BrkaTencreara
Mpu OLeHKaTa Ha MKOHOMMYeCckn edpekTn. B nHCTUTyumMoHanHa nepcnekTmea ca M3aMepeHu HMBaTta Ha: Konu-
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YyecTBEHWTE NPOMEHM Ha NpaBunaTa; pasxoauTe, KaTo onpeaenswy MHanBUayanHus nsbop, saryoute n ap.

OueHeHa e aganTauMaTa Ha 3eMeaenueTo.

Knroyoeu dymu: Covid-19; mepku; 3eMefenue; TpaHCakLUMOHHN pa3xoau; agantauus

Introduction

The present research takes into account the
problems in Bulgarian’s agriculture following the
crisis related to the Covid-19 pandemic (C-19).
The medical problem has led to extraordinary le-
gal acts making and legal changes, that requires
measures to preserve the public health. On the
other hand, a series of financial mechanisms are
put in place to overcome the effects of the restric-
tions. The special provisions in this particular
part of the legal sphere started to live “their own
lives” and, along with the positives of the short-
term recovery of the economic system, are an oc-
casion for critical analysis. The rules affect the
behavior of the subjects. The economic results
are also important. Even the beliefs of economic
actors in the importance of the size of their per-
sonal expenses related to the crisis is predeter-
mining their subjective behavioral models. The
aim of the publication is to present them in an in-
tegrated way, by which they assess the adaptabil-
ity. The following issues are therefore addressed:

First. The legality challenges. The balance
between absolute rights and the public interest
stemming from the crisis is of global character.
Restrictions should also be seen as barriers, but
should also protect both general and economic,
investment and consumer activity. Legality is
transposed into a special kind of adaptability.

Second. Problems with the intensity of change.
They stem from repeated changes to the rules.
Due to the many legal acts and the subsequent
changes, their ability to navigate the new envi-
ronment is affected. The same indirectly affects
legal certainty and predetermines economic se-
curity. In cases of any uncertainty, subjective pat-
terns of behavior change. Adaptability is strongly
affected by an informal institution related to the
expected negative results.

Third. Assessment of adaptability. Losses (L)
for the agricultural sector should be assessed ob-
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jectively. At the same time, the method of the dis-
tribution, its disproportion, determines the dual-
ism of legal and financial measures. Short-term
benefits may be available, but this does not mean
greater adaptability either for every of concrete
individual or for the sector. Financial compensa-
tion compromises long-term adaptability.

Fourth. The assessment of adaptability. Mea-
suring transactional costs, it can be present a real-
istic picture of the situation and to assess whether
the end effect is negative.

The publication should consider and evaluate
the rules, including the economic ones as regards
their legality and intensity. Their financial conse-
quences, costs, and losses, as well as the subjec-
tiveness models of their behavior is redefined.

1. The Research Framework

The study presents a new framework for legal
analysis of the juridical problem (Gilson, 1986;
Masten and Crocker, 1985). The legal change can
cause new, different connectivity and hierarchy
between rules, organizations, subjects, and its ac-
tions (Williamson, 1979); Macheil, 1974, 1978).
Williamson (1998) talks about the need of a re-
assessment on the legal “error” and its integra-
tion with behavioural sciences. The formal insti-
tutional change defined by the many changes in
the law leads to a new re-distribution along with
the new problems for its addressees (Winieski,
2000). The problems of the legality of the rules
are the reason for their low stability and the high
intensity of the legal uncertainty. The latter ones
reformulate the institutions and makes long term
changes to the economic adaptation.

Simon (1955) have set the beginning, Tversky
and Kahneman (1981) together have imposed a
cognitive approach in the research of the behav-
ioural sciences, and Thaler (2016) explains the ex-
istence of an unambiguous relationship between
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the institutional error, subjective perceptions, and
transaction costs (TrC). Kahneman and Tversky
(1979) considered that subjective models are the
basis of the long-term systemic economic adapta-
tion. The modern applications of new institution-
al economics did not mix objective analysis of the
environment with the subjective models for adap-
tation of individual economic actors. This article
does just the opposite.

In the scientific literature is full of an exam-
ples of adaptation costs considered in the context
of farmers’ problems and behavior in relation to
climate change. The doctrine is substantiated as
a mixture of the reaction to the exchange of prop-
erty rights (Coase); collective action (Ostrom);
and the coordination mechanisms (Williamson)
— COW (Araral, 2013; Graham, 2013). The crisis
arising from C-19 should be assessed not only as
a condition for assessing the adaptability of the
economic system but also as a lasting change in
individual behavioral models. Its adverse effects
can be assessed objectively - by comparing gen-
eral economic trends, and on the other hand, as
arising from the subjective models and individual
costs. The transaction costs are the key. In the re-
search, the costs of adaptation are presented indi-
rectly as subjective values determining the choic-
es (Buchanan, 1969), which should complete the
essence of the TrC and thus re-evaluate the eco-
nomic system (Stiglitz, 1974).

2. Materials and Methods

The research methodology includes positive
legal analysis of the legal acts. At the same time,
the establishment of legal errors also has a nor-
mative character. Cross-Sectional Study (C-SS)
of the production at different times allows to de-
termine the (L) of farmers, relating to their in-
come. According to the method of Allais (1953),
individual choice was studied, and hence the im-
pact of “expected” TrCs on behavior. Discrete
Structural Analysis (D-SA) also involves mea-
suring TrC in organizations where a business is
started or closed (Djankov et al., 2000); organi-
zations for transfers of property rights from ag-
ricultural land. The total number of organiza-
tions are 174, 95 of them have started agricultural

business; 24 have terminated their activity; and
at about 55 transferred /protected property rights
related to the agricultural land. The subjective
part of the value was measured by the method
of Benham and Benham (2000); Benham et al.
(2004) as prices of the resource are not includ-
ed in the measurement. Adaptation costs are not
measured directly.

3. Dualism in Legal Doctrine

The first case of C-19 infection in Bulgaria
was registered on March 8, 2020. “Emergency
situation” (ES)! was declared on March 13, and
on May 14 with Decision No. 325 of the Coun-
cil of Ministers (CoM) in the country was intro-
duced “emergency epidemiological situation”,
and which has been extended several times and
it is still valid up to now. In the country an ex-
traordinary legislation started to be drafted, and
for almost 12 months we have witnessed a quite
number of legal acts — 185 (orders, proposals, de-
cisions, instructions), with a total number of the
amendments — 515.

In the Constitution of the Republic of Bulgar-
ia of 1991 (CRB), the ES is admissible by vir-
tue of a deliberate provision. Art. 57 (1) of it, the
legislator has imperatively stated: “The funda-
mental rights of citizens are irrevocable”™. It is al-
lowed only by law to be limited?®. *With its inter-
pretation of the Constitution — the Constitutional
Court (CC) has announced under which circum-
stances and largeness the absolute rights can be
limited*. The question of the time for which ab-

! Decision of the National Assembly of March 13, 2020
and for overcoming the consequences (Supplemented -
SG, issue 44 of 2020, in force from 14.05.2020) / Law
on measures and actions during the state of emergency
(LMADSE).

2 See Art. 57 (3) of the CRB “Upon declaration of war,
martial law or other state of emergency, the exercise of
certain rights of citizens may be temporarily restricted by
law, with the exception of the rights provided for in Art.
28,29, 31, para. 1, 2 and 3, Art. 32, para. 1 and Art. 37”.

* See: Constitution of the Principality of Bulgaria from
16 April 1879 - Art. 47; Constitution of the People’s
Republic of Bulgaria of December 6, 1947 - Art. 30; as
well as Article 92 (13) of the Constitution of the People’s
Republic of Bulgaria -1971.

* Decision Ne 7 of the (CC) of 4 June 1996 of 4 June 1996
on c.d. Ne 1/96 for interpretation of art. 39, art. 40 and art.
41 (CRB) - for the right to free expression; Decision Ne 11
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solute rights may be restricted has not been clar-
ified. Legal delegation of fundamental rights to
a sole executive body is inadmissible (Semov,
2020).

By LMADSE of Art. 63 of the Health Act (HA)
were described as measures to combat the epi-
demic. Upon reading of an Art. 3 (1) of The Law
on Normative Acts (LNA), however, it becomes
clear under which cases sub-normative act’ may
be issued. The Administrative Procedure Code
of the Republic of Bulgaria (GAA) regulates the
legitimate definitions of the general administra-
tive and sub-normative act administrative acts
(SAA)®. The first ones have had a one-time le-
gal effect and affects an unknown number of per-
sons. However, the individuals are subsequently
identifiable. The second ones - with multiple le-
gal effect, affect an unlimited number of persons.
The normative acts have a higher rank. The mea-
sures introduced in art. 63 of the APC and which
are introducing restrictions of rights should be
possible only through a normative administrative
act. The latter it happens with (SAA), in incon-
sistency of the general idea of legality and the op-
eration of legal principles (Valchev, 2020)”. The
of the (CC) 5 October 2010 on c.d. Ne 13 of 2010 on the
possibility to delegate rights granted explicitly through the
Constitution to other authorities.

SArt. 3 (2) of the (LNA).

¢ (GAA) is defined in art. 65 of the (APC) and normative
administrative act 75 of the (APC).

7 Decision Ne 4 of March 31, 2010 of the (CC) on k. e.
Ne 1 of 2010. “It is not admissible to regulate a matter
that must be regulated by a law of the National Assem-
bly with another normative act, by another body, because
they have a lower legal force than the law. On the other
hand, it should be noted that when a legal act contains a
“methodology” - regardless of its name, the latter is nec-
essarily normative, because in itself, it contains multiple

legal action (Decision Ne 6609/2017 on Administrative
Court; Ne 5173/2016, VI Department of the Supreme Ad-

Table 1. Number of acts changes relating to measures

raised dispute for unconstitutionality of the mea-
sures in art. 63 of the (APC)® was accompanied
by a public discussion of 12 opinions of scientists
and lawyers have been received. In its decision,
the Constitutional Court recognized the possibil-
ity of imposing measures restricting the rights of
citizens in view of the public interest, through a
legal delegation of the Minister of Health. This
will lead to legal uncertainty and it creates seri-
ous problems regarding the adaptation of the sub-
jects.

4. “Pandemic” of Legal Amendments,
Prerequisites for Problems with the
Adaptation

The measures can be divided into 6 types:

a) Measures of coordination — for legal hierar-
chy and subordination between the different ser-
vices;

b) Medical measures — for medicinal products
for the treatment of the disease;

¢) Disinfection — for algorithms on disinfec-
tion;

d) Movement restrictions — for the introduc-
tion of checkpoints and other restrictions;

e) Cluster limitation and physical distance —
for the restrictions on crowds at certain places,
such as schools, universities, cinemas, parks, sta-
diums

f) Separation as regards the risky groups —
special rules for the groups at risk — for example,
shopping time limits for the people under / over
65 years of age, etc.

ministrative Court (SAC).

8 Decree Ne 70 of the President for return for a new discus-
sion in the National Assembly of the Law on Public Pro-
curement; The (CC) instituted proceedings (Ne 7/2020);

Mar. Apr. May. Jun. Jul. Aug. Sept. Oct. Nov. Dec. Jan. Feb. Total
2020 2020 2020 2020 2020 2020 2020 2020 2020 2020 2021 2020
Accept 32 32 25 22 12 6 12 12 10 7 1 178
Revoc/Terminate 2 11 53 19 11 2 7 7 7 - - 128
Amend 21 68 91 - 3 - - 16 0 10 - 209
55 111 169 41 26 16 8 19 35 17 17 1 515

Source: Own research [as of February 10, 2021].
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The measures were introduced, changed, re-
pealed with impressive intensity. The number of
changes in the administrative acts can be pre-
sented in tables:

In Table 1, in synthetic form, by months are
presented the cases in which the orders have
been issued, changed, revoked or their effect
has been suspended, in whole or in a part as re-
gards the C-19 pandemic. The most intensive is-
suance of new legal acts was at the beginning
of the period — April March — April 2020. In
April-May — the main change was the largest —
68 and 91 times, respectively. In May, at the end
of the “state of emergency” and its replacement
by the “emergency situation” and most rules re-
lated to the crisis were repealed (suspended).
The number of legal changes, in a short period
of time, together with the way of the restriction
of rights, have led to ambiguity for individuals.
Their cognitive models include the possible ces-
sation of their economic activity. Individual be-
havioral models have infiltrated into the gener-
al adaptation.

5. Financial Framework on Measures in
the Agriculture. Impact of Inequality Ta
and Polarization on Adaptation

Measures C-19 in Bulgaria (I). In accordance
with the assessment of the importance of the ag-
ricultural sector, the latter continued to work un-
der the conditions of the existing crisis. Despite
the functioning of agricultural markets and the
possibility of seasonal workers to participate in
the harvest, due to the limited production, import
and export of agricultural products, the Govern-
ment has taken a series of financial supporting
measures for the economy of the state. The be-
ginning of the crisis coincided with the cyclical
servicing of many crop activities. Livestock, with
its full year production cycle, continued to need
labour force. The beliefs’ for the inevitable and
prolonged downturn in the economy, prompted
many farmers not to keep their staff. Therefore,

°The beliefs are used in the sense of an informal institution.
But if the costs of adaptation form beliefs - do they not in
themselves constitute an institution? There is a symbiotic
relationship.

the supporting measure'’, aimed for the agri-en-
trepreneurs, was to enable them to receive com-
pensation for the remuneration of their employ-
ees, had little impact on the sector.

Measures C-19 — EU funds (I). In accordance
with the EU financial mechanisms and in partic-
ular on the basis of Regulation 1305/2013, C-19 in
the RDP 2014-2020 have become possible at the
initiative of Bulgaria, which initiative was sup-
ported during the negotiation process by all EU
member states. It will amount to up to 2% of the
budget under the Rural Development Program
(RDP) 2014-2020. Bulgaria envisages the alloca-
tion of a resource of about 51 million EUR under
this measure. The ceilings of the financial assis-
tance for agricultural producers are up to 7 thou-
sand Euros, and for companies it is up to 50,000
Euros. The funds will compensate for the costs
of anti-epidemic measures, as well as for reduced
income from closed channels for the sale of prod-
ucts.

The European Commission has approved €
150 million (approx. BGN 294 million) Bulgar-
ian scheme to support small and medium-sized
enterprises (SMEs) in the context of the corona-
virus outbreak. The scheme was approved under
the State aid Temporary Framework adopted by
the Commission on 19 March 2020, as amended
on 3 April 2020. Bulgaria notified to the Com-
mission under the Temporary Framework a
State aid scheme with an estimated budget of €
150 million (approx. BGN 294 million) to sup-
port companies affected by the coronavirus pan-
demic. Under the scheme, the public support will
take the form of equity and quasi-equity invest-
ments. The amounts should not exceed € 800,000
per company, and by this should drastically im-
proving the liquidity of the sector by 31 Decem-
ber 2020.

For the Bulgarian agriculture this means sub-
sidies for: Livestock: cattle — 27 EUR!; buffaloes
— 32 EUR; sheep/goats — 5 EUR; poultry (Lay-
ing hens (16 to 78 weeks) — 88 EUR parents of all
types (18 to 60 weeks) — 182 EUR, broilers (one

19 Decree 55 March 30, 2020, the state will cover 60% of
employees’ insurable earnings as well as the social insur-
ance contributions owed by the employer and at the ex-
pense of employers remain 40%.

11.00 EUR = 1.95583 BGN [February, 11 2021]
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turn) — 17 EUR turkeys for fattening — 30 EUR,
geese per animal — 30 EUR ducks one turn (up to
12 weeks 84 days) — 27 EUR; pigs for fattening
— 77 EUR, sows 84 EUR; beehives — 2.5 EUR.
Crop production: vegetables in the open areas —
33 EUR/dka; or 33 EUR on every 642 EUR of
income according to the submitted annual tax
state payment declaration for 2020) revenue un-
der an annual tax return for 2020. The industry
will choose which approach to apply; support for
vegetables in the greenhouses — 276 EUR/dka;
fruits — 26 EUR/dka; rose production — 46 EUR/
dka and for wine grapes — 15 EUR lv/dka. For the
other producers it is 15 EUR for each permanent
appointed worker. The total maximum value of
support — 7000 Euros for the manufacturers and
for small and medium enterprises - 50,000 Eu-
ros. Measures C-19 — EU funds (I). On 7 of July
2020 the Bulgarian State Fund Agriculture-Pay-
ing Agency (BSFA-PA) has announced the open-
ing of new measures to support the agricultur-
al producers after the continuation and the ex-
tended quarantine measures until 31 of August
2020 concerning the C-19 pandemic. The in-
clusion of the measure in the RDP 20142020 is
based on Regulation (EC) 2020/872 of the Euro-
pean Parliament and of the Council of 24 June
2020 amending Regulation (EU) Nel305/2013
and is co-financed by the European Agricultural
12 Order P/I-01-452/04.08.2020 by the Minister of health.
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Fund for Rural Development. Sub-measure C-19
(1) has a budget of 48 million EUR and covers
the sensitive sectors — “Fruits and vegetables”,
“Oil-bearing rose”, “Vineyards”, “Ornamental
plants”, “Livestock™ (cattle, buffaloes, sheep and
goats) and “Beekeeping”. Eligible for support un-
der sub-measure C-19 (1) are farmers who have
applied for support under the direct payment
schemes in Campaign 2019 and Campaign 2020
or have applied for and been approved for de min-
imis state aid to support beekeepers in 2019, as
well as beneficiaries with active contract / com-
mitment or approved application under the mea-
sures of the RDP 2014-2020 Sub-measure C-19
(2) has a budget of 2.8 million EUR and covers
all other areas in the field of crop production and
“Livestock™ (pigs and poultry). Eligible for fund-
ing under C-19 (2) are applicants for support un-
der direct payment schemes in Campaign 2019
and Campaign 2020, or beneficiaries with a val-
id contract / commitment under the measures of
the RDP 2014-2020. Farmers who raise pigs and
/ or poultry can apply for the sub-measure in case
they have applied for and approved for granting
state aid in 2019 under the scheme “Aid for the
implementation of voluntary commitments for
the welfare of birds” and / or the scheme “Assis-
tance for the implementation of voluntary com-
mitments for the welfare of birds attitude towards
pigs”. The financial assistance under the mea-

b. Euro / Num - Livestock sector
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Fig. 1. Regulatory distribution of subsidy for farmers — Euro/per Ha/Num
Source: Own figures adapted based on information from the Ministry of Agriculture.
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sures is paid in a lump sum. The support ceiling
per farmer under sub-measures C-19 (1) and C-19
(2) is not more than EUR 7,000.

Figure 1 shows the “pillar” of a) subsidies for
plant growing and animal husbandry sectors and
b) the subsidy that should not exceed > 6500 Euro/
per Ha/Num. The measure C-19 is to help farm-
ers for solving the liquidity problems, but at the
same time is a prerequisite to generate additional
costs. The financial aid is up to 100% of the eli-
gible costs and amounts to 15 EUR per employ-
ee for agricultural holdings growing other agri-
cultural crops; 125 EUR per employee for agri-
cultural holdings keeping pigs; 220 EUR per em-
ployee for agricultural poultry farms. According
to the Bulgarian Ministry of Agriculture, Food
and Forestry forecasts, the sub-measure will pro-
vide access to finance for about 800 SMEs.

In connection with the reduction of the neg-
ative effects of the C-19 pandemic, the Manag-
ing Authority of the Rural Development Program
2014-2020 has developed an emergency tempo-
rary support measure for farmers and small and
medium-sized enterprises, which are particu-
larly affected by the crisis caused by C-19. For
the target group small and medium-sized enter-
prises a separate sub-measure 21.3 “Extraordi-
nary temporary support for small and medium-
sized enterprises (SMEs) and recognized produc-
er groups and organizations — C-19 (3) was devel-
oped'?”. Eligible applicants under this sub-mea-
sure includes two main groups: micro, small, or
medium-sized enterprises defined according to
the Small and Medium-sized Enterprises Act,
which processing agricultural products listed in
Annex I to the TFEU or cotton, except the fishery
products. The result of the manufacturing pro-
cess being eligible to be a product not covered by
that Annex; producer groups and organizations
which are SMEs processing or marketing or de-
veloping agricultural products listed in Annex I
to the TFEU or cotton, except the fishery prod-
ucts. Depending on the conditions that the eligi-
ble applicants meet, they can receive financial as-
sistance in one of two groups: In the presence of a
decrease in net revenues from sales of processed

13 Official data by the Bulgarian Ministry of Agriculture,
Food and Forestry: https://tinyurl.com/4uoazbph

agricultural products by at least 20 percent for the
period March—June 2020 compared to the period
March—June 2019 — a lump sum based on 5% of
the value of the declared net revenues from sales
of processed agricultural products for selected
production sectors, and for groups/producer or-
ganizations, and/or net revenues from sales of ag-
ricultural products for 2019; or a lump sum pay-
able per employee, equated to the average num-
ber of staff for the period March—June 2020, re-
lated to the activities of processing agricultural
products from the selected production sectors.
The maximum amount of financial aid per appli-
cant is no more than 50,000 Euros'. The finan-
cial support is provided only in one of the sub-
measures, and the combination of measures are
not allowed.

Table 2 shows the costs versus the income, by
periods for the different sectors in the agriculture
of Bulgaria. There was an initial increase, then
in the second period a slight decline and finally
in the third period a new increase. For farmers
engaged in beekeeping and cattle farming, lower
aid is provided. Production costs have risen fast-
er than other indicators. Financial compensation
has only helped short-term adaptability.

6. Adaptation Costs

The adaptation problem is reduced to an ex-
perimental part and can be described as follows:

Problem one. a. Continue the activity if com-
pensation is sufficient. . Continue to operate at a
low level of transaction costs.

Problem two. c. Do not continue the activity
if compensation is insufficient. d. Do not contin-
ue operations at a high level of transaction costs.

Experiment I: Choice between A and B

A: 3282 with probability 33,
or B: 1743 with certainty.

743 with probability 66,

0 with probability 01,

N =174 [31] [69]*

Experiment 2: Choice between C and D

14 Unified information C-19 portal: https://coronavirus.
bg/bg/merki/ikonomicheski
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Table 2. Institutional analysis of production (L) — (C-SS)

Big Farms Small Farms

L/Euro— %I L/Euro-%1
date 14.03 07.05 29.08 14.03 07.05 29.08

06.05 28.08 31.01 06.05 28.08 31.01
Crop sector
greenhouse vegetables 15 5 17 27 13 17
growing vegetables 12 6 11 39 15 24
growing an oil-bearing rose 12 4 13 24 8 24
cultivation of vineyards 11 4 8 27 15 21
cultivation of ornamental plants 9 3 10 25 10 19
Livestock sector
sheep and goats 24 18 22 32 20 28
cattle 15 13 13 25 19 25
buffaloes 12 18 13 21 18 23
bee families 15 10 16 20 15 19

Note: L/Euro’ and L/Euro’ are an indicator showing euro (L) based on C-19, as a percentage of the farm income % I

of the previous year.
Source: Own research.

C: 3282 with probability 33,
or D: 1743 with probability 34.

0 with probability 67,

0 with probability 66

N=174 [70]* [30]

The number of respondents is marked with N,
the percentages of the choice are placed in brack-
ets.

And we get:

u(1743) > 33u(3282) + 66u(1743)
or 34u(1743) > 33u(3282)

The number of respondents is marked with N,
the percentages of the choice are placed in brack-
ets.

The first lines (experiment 1; experiment 2)
present the size of the incentives, the second line
- the number of respondents and the relative val-
ue of the choice in percent. Some of the respon-
dents make a dual choice. That means that they
continue, or they cease operations, depending on
the subsidy and TrC. We believe that the high lev-
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el of TrC carries out more weight than the subsi-
dy received and it is crucial for the choice and the
adaptability.

Figure 2 (a; b) is the Pareto diagram — which is
presenting cumulatively the data for the increase
of the three types of 7rC: start; termination of the
activity; resource access costs.

In contrast 2019, in the year of crisis — 2020,
the months of June and July seems be the most
important. These months, however, are not in the
worst part of the crisis. There are two explana-
tions for that. First, adaptation costs are weakly
dependent or not dependent on the crisis at all.
Second, in the period after March 2020, adapta-
tion has been strongly influenced by the C-19 cri-
sis, which has made all costs high. Subsequently,
the effects of adaptation began to manifest them-
selves with a delay.

The cognitive processes of economic actors
have been shaped by beliefs about the duration
and “new waves” of the crisis. Many actors, es-
pecially the smaller ones, have reported lost prof-
its, such as sink costs. This is the reason why
some of them decide to refuse to continue eco-
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nomic activity. Thus, in July 2020 there is a sharp
increase in TrC, and in the months, August—Sep-
tember 2020, the increase in TrC is smooth as de-
spite the delay — follows the general trend of sus-
tainable increase in TrC despite the measures.
We trust the second explanation and at the same
time raise the question of the real effectiveness
of the C-19 measures. In Fig. 3 (c) shows how the
total transaction costs of farmers have changed

for the period of one year before the crisis and af-
ter that, in the months following its onset. In the
beginning, their adaptation costs are lower, ris-
ing sharply in the second month. However, their
real effect is manifested in the period May—June,
when it is the most active part of the agricultur-
al season, after which they slowly and gradual-
ly increase to reach levels — 20-25% higher than
before the crisis. After all, transaction costs in-
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creased due to the crisis (Fig. 3 d). TrC increase,
as the part that goes to adaptation grows faster in
one of the months in 2020. At the end of the ana-
lyzed period, they do not decrease. The effect of
most measures is controversial.

Conclusion

The high intensity of the legal change creates
difficulties with the adaptation of a large part
of the subjects. The financial framework prede-
termines lower adaptability for smaller, medi-
um and larger sized farmers. The same applies
to some sub-sectors of animal husbandry. Loss-
es (L) — from the crisis — C-19 — in agriculture
are partially covered, to a greater extent by larg-
er farmers.

During a crisis, TrC have a stronger impact on
individual choice than the financial support has
provided. They are crucial to whether an eco-
nomic actor continues or ceases to operate. Adap-
tation costs appearance with certain delay. They
are the basis of the total increased TrC.

The financial assistance received is affecting
the adaptation in short term. We believe that in
long term of time, these subsidies might become
a reason for micro-polarization between the sub-
jects, which will gradually infiltrate into larger
groups between sectors and even between the
sectorial industries.
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