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Effectiveness of financial
and economic regulation
of land relations in ukraine
in the context of the
decentralization reform
Abstract
The sphere of local self-governance in Ukraine deals with a need for thorough
researching and solving problems concerned with enhancing the effectiveness of
financial and economic regulation of land relations on account of the expansion
of the decentralization reform. The decentralization has led to gaining additional
powers by bodies of local self-government. These powers entitles bodies of local
self-government to ensure the increase of local budgets of newly-formed territorial
units –united territorial communities – owing to carrying out financial transactions with land plots owned by local communities. In the process of research, the
authors determine financial and economic efficiency of revenues of local budgets
of perspective territorial communities by each region of Ukraine, taking into account variants of the normative monetary evaluation of land and the standard of
capitalized rental income of agricultural lands located beyond their built-up areas.
The authors substantiate an opportunity to create budget-forming sources of revenues for local budgets of perspective communities through the exercise of powers
of bodies of local self-government regarding indicating the value of such lands and
a right to lease, as well as terms of paying a single tax for the use of such lands for
agricultural activity by taxpayers belonged to the fourth group of the simplified
system of taxation.

Keywords
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JEL Classification
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INTRODUCTION
A need for normalization of socio-economic conditions of our country at the lowest level has stipulated the importance of a matter concerned with ensuring sustainable regional development in Ukraine.
In the process of transformation of local self-governance, achieving
an appropriate level of funding territorial units, which is possible in
terms of adherence to the constitutional principle of autonomy of local budgets and organizing effective self-governance, is crucial. At the
same time, it is necessary to take into consideration undertaking the
first reforms related to decentralization of management in Ukraine focused on the hierarchy of territorial units, land relations, and ensuring
financial autonomy of corresponding territorial communities. Since
the enhancement of decentralization processes is problematic and occurs under conditions of an unstable political situation, it is necessary
to further examine a matter of effectiveness of financial and economic
regulation of land relations, taking into account the creation of the
united territorial communities in Ukraine. Hence, the importance of
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the research is stipulated by decentralization tendencies of reforms that change traditional administrative powers of local self-governance and a territory of its jurisdiction, influencing regulation of land
relations.

1. LITERATURE REVIEW

methodological frameworks for organizing the
executive power in Ukraine alongside with sepaSince undertaking reforms in the sphere of de- rating the powers of self-governments between the
centralization of power in Ukraine is in the initial existing levels of local self-governance and territophase, scientists have hardly formalized problems rial bodies of the executive power, and proposed
of the formation and use of effective methods of directions for creating effective territorial units
managerial influence on the increase of financial through indication of administrative and financial
assets and improving physical facilities of local powers for bodies of local self-governance within
self-governance at the expense of the inclusion of their economic activity in the sphere of managing
land plots in its assets.
local property.

Contemporary scientific papers oriented towards
researching aspects of decentralization of power
in Ukraine indicate that a majority of institutional
changes in the country occur under unstable political conditions. Scientists consider matters of public preferences regarding regional decentralization
in the context of post-Soviet Ukraine. Chaisty and
Whitefield’s (2017) researches are grounded on
analyzing permanent political changes occurring
in the country during the past decade. Scientific
outcomes show that, under conditions of political uncertainty, institutional advantages of citizens are related to group identification and ideological orientations rather than to instrumental
ones. Thus, decentralization effectiveness is liable
to subjective assessment on the part of the public
(Chaisty & Whitefield, 2017). Such process will not
always demonstrate the real influence of its consequences on the socio-economic situation in the
country.
Particularly, Hanushchak (2015), Hrynevetskyi,
(2013), Kuibida et al. (2009) have examined legal,
financial, and organizational aspects of reforming
local self-governance in Ukraine from the standpoint of a new spatial basis for extension of powers of executive power bodies. Scientific papers of
these scientists contain reasons concerning the
necessity for such changes under conditions of
the escalated economic situation in Ukraine. The
abovementioned scientists have substantiated new
frameworks for building the hierarchy of territorial units based on applying the criteria of the separation of powers between the government and local self-governance, developed the theoretical and
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Outcomes of contemporary scientific research in
the sphere of studying matters concerned with
ownership of the land show that there are significant disadvantages of the domestic legislation
in the context of regulating land relations. For
instance, examining the use of the agricultural
land, scholars identify clear regularities of land
fragmentation in various agroclimatic zones of
Ukraine and consider opportunities for exchange
of land resources for efficient functioning of the
land market (Kurylo, Pantaliienko, Bogdanets,
& Ovcharuk, 2017). Having analyzed the prospects of market turnover of agricultural lands in
Ukraine, the scholars substantiate the necessity
for the use of transparent procedure in the field
of commercial land transactions and emphasize that such process will precede the introduction of a free land market in Ukraine (Koroteiev,
Korman, Manzii, Semenda, & Semenda, 2017).
Contemporary scientific papers are grounded on
studying new legislative initiatives in reforming
land relations. Such scientists prove the absence
of an open land market in Ukraine and inefficient functioning of financial mechanism for the
governmental land regulation. Experts propose
to eliminate such disadvantages through achieving an economic effect from cancellation of moratorium on the sale of agricultural lands (Frolov,
Pedchenko, & Vygovska, 2017).
Financial and economic regulation of land relations in a majority of countries contemplates
a system approach to the formation of a land
market and building effective infrastructure for
it. Researching this matter, scientists accentu-

551

Problems and Perspectives in Management, Volume 17, Issue 2, 2019

ate that only 20.7% (40 out of 193) countries are
able to provide quality infrastructure (Willamson,
Enemark, Wallace, & Rajabifard, 2010). Moreover,
paradoxically, managing land resources assumes
social functions based on exclusively ecological
aspects of the land use. It is expedient to highlight contemporary outcomes of scientific research in the sphere of regulating land relations,
which are based on applying the paradigm of land
management and contemplate an opportunity of
building an effective system of land administration (Samsudin, Lim, & McCluskey, 2014). First of
all, such process is ensured by decentralization of
“obligations of planning”, which implies the formation of the local representational democratic
responsibility for local needs.
Contemporary scientific researches confirm that
nowadays the lease of land plays the role of a political instrument rather than economic one, because
it creates various opportunities for owners and lessees in the process of the use of land plots owned
by local self-governments (Gerber, Nahrath, &
Hartmann, 2017). Such situation is inherent to the
Ukrainian realities. Nonetheless, stability of property rights, e.g. in Switzerland, which derives from
the current conception of exclusive ownership for
municipal lands, contemplates implementing effective plans of the land use. Therefore, only the
lease becomes a way of contractual collaboration
that enables bodies of local self-government to
apply this instrument for planning the effective
land use under the division of land plots, e.g. for
construction, and controlling over implementing
these budgetary investment projects.
Nevertheless, contemporary scientific researches,
particularly those concerned with studying consolidation of agricultural lands, reveal high effectiveness of opportunities regarding automatization of processes of land evaluation, which, under
conditions of decentralization, is very relevant in
Ukraine. Demetriou (2016) proves an opportunity of the increase of effectiveness of this process
through the acceleration and cheapening of operations related to evaluating the land by 80%, as
well as unification of these procedures, giving the
example of the use of automatized models for evaluating agricultural lands in Cyprus. The existing
approach contemplates that five members of the
Land Evaluation Committee assess lands manual-
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ly and empirically, visiting each unique plot in a
consolidated zone in order to determine the market value. In contrast to this approach, the proposal of increasing effectiveness of this process implies implementing a model for automatized evaluation of artificial neural networks together with
a geographical information system.
Moreover, since models for the land use are spatially explicit by their nature, planning, and management in the sector of lease (sale) of land, they
have to integrate the geographical information
system and spatial optimization, which enhance
its effectiveness. Approaches to spatial optimization should include maintenance of planning the
sustainable land use, particularly compactness,
contiguity, and compatibility. Yao, Zhang, and
Murray (2018) point out that balanced development of the land use contemplates the economic
growth, social interaction, and protection of the
environment, as well as underlies its long-term
sustainability. Therefore, applying approaches
for spatial optimization alongside with the use
of corresponding procedures is also acceptable in
Ukraine. It should be noted that automatization of
processes of the normative monetary evaluation
of agricultural lands in Ukraine will particularly enable to decrease corruption risks, ensuring
transparency in the demarcation and division of
land plots in terms of lease or sale. Since the natural and agricultural regionalization of lands of
Ukraine underpins calculations of the normative
monetary evaluation of agricultural lands, applying the geographical information system will allow enhancing effectiveness of public planning
measures concerned with the rational use of natural resources being conducive to agriculture and
adequate protection of them.
Such research discloses new opportunities for applying methods and procedures for decentralized
management for the purpose of increasing the effectiveness of regulating land relations within implementation of the territorial reform in Ukraine.
This will conduce to solving a problem of managing land plots passed into ownership of united
territorial communities (UТС) and ensure a stable amount of financial assets and physical facilities at the expense of the formation of additional
own-source revenues of local budgets from transactions with such objects.
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2. METHODS

ownership of united territorial communities only
in 2018. This regulation is concerned with agriculResearch outcomes are based on applying the ab- tural lands only (Cabinet of Ministers of Ukraine,
stract and logical analysis for determination of the 2018). In spite of these tendencies, financial assets
essence of financial and economic regulation of and physical facilities of local self-governance supland relations under conditions of decentraliza- plemented by a communal resource in the form of
tion of the state power in Ukraine, statistical anal- agricultural lands located beyond built-up areas
ysis for ascertaining the value of land plots, which has enabled to form additional revenues for local
are owned or are being passed into ownership budgets of united territorial communities only in
of united territorial communities; a system and terms of ensuring high effectiveness of financial
structural approach for determining financial and and economic regulation of land relations since
economic efficiency of the use of such lands based 2018 (Watamanyuk-Zelinska & Malets, 2018).
on various variants of the normative monetary
evaluation. The chosen methods are oriented to- Indicators of the execution of local budgets of
wards implementation of effective principles of fi- Ukraine in terms of revenues with regard to revnancial and economic regulation of land relations enues from payment for communal land, includthrough reformation of the hierarchy of territorial ing the land fee and rent of legal entities and sole
units in Ukraine. Key provisions, principles, and proprietors, as well as revenues in the form of the
methods of contemporary economics and theories single tax from taxpayers of the fourth group, are
of regulation, finances, and economy constitute calculated on the basis of data on the execution of
the theoretical and methodological basis for this the state budget of Ukraine (Table 1).
research.
To determine a share of this source of revenues for
A purpose of the research contemplates deter- the state budget of Ukraine, let us consider and
mining financial and economic effectiveness of compare indicators of the execution of the budget
revenues of local budgets belonged to perspective with regard to revenues from the sale of lands and
territorial communities in Ukraine owing to the intangible assets. Comparability of the indicators
exercise of additional powers in the sphere of reg- is attributable to the fact that 10% of revenues
ulation of land relations by their bodies of local from the sale of non-agricultural lands or rights
to non-agricultural lands, which are owned by
self-government.
the state until the delineation of state-owned and
communal lands, are included in the state budget
3. RESULTS
(except non-agricultural land plots owned by the
state, on which assets being subject to privatizaThe possession, use, and disposal of property, in- tion stand) (Verkhovna Rada of Ukraine, 2010b).
cluding the use of land plots, based on an ownership Correspondingly, 90% of such revenues are remitright, are inalienable rights of territorial communi- ted to a development budget of local budgets.
ties in Ukraine. Hence, regulation of land relations
contemplates a direct influence of the government The authors have ascertained that the state budget
and bodies of local self-governments on conditions of Ukraine received the largest amount of reveof the use of land plots owned by local communities nues from the sale of land – UAH 957,546.7 thouthrough applying financial instruments to increase sand – in 2016. This figure exceeds a figure of 2015
corresponding local budgets. Therefore, a right to by UAH 33,176.7 thousand and a figure of 2014
property for the land of united territorial commu- by UAH 203,274.3 thousand. However, positive
nities should be extended to all lands within united dynamics is explained by the growth of revenues
territorial communities and effectiveness of regula- from the sale of tangible assets of the state reserve
tion of land relations will depend on legitimacy of rather than from the sale of land plots, taking indecisions of a body of local self-government.
to account that there has been an official moratorium on the sale of agricultural lands until 2018.
However, legislators have begun to regulate the The revenues from the sale of land and intangible
matter of passing state-owned land plots into assets account for the largest share of the revenues
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Source: The Ministry of Finances of Ukraine (2016), the State Treasury of Ukraine (2018), Accounting Chamber of Ukraine (2018).

2014
Sources of revenues

2015

Paces of growth

Thousand
% in
Thousand
% in
UAH
revenues
UAH
revenues

Thousand
UAH

%

2016

Paces of growth

Thousand
% in
Thousand
UAH
revenues
UAH

%

2017

Paces of growth

Thousand
% in
Thousand
UAH
revenues
UAH

%

Revenues of the state budget of Ukraine
Total revenues of the state
budget without interbudgets
transfers

354,966,200

77.8*

531,550,800

81.5*

176,584,600

149.75

612,111,600

78.2*

80,560,800

15.2

787,474,148

77*

175,362,548

128.6

Revenues from the sale of the
land and intangible assets

754,272.4

2.1**

924,370.0

0.2**

135,585.3

122.5

957,546.7

1.6**

33,176.7

103.6

65,094.5

0.1**

–892,452.2

–6.8

Single tax of taxpayers
belonged to the fourth group

–

–

–

–

–

–

–

–

–

–

695,100.0

0.1**

695,100.0

х

Revenues of the local self-government budgets
Total revenues of the local
budgets without interbudgets
transfers

101,087,600 28.0 ** 120,461,700

22.0
**

19,374,100

119.0

170,645,400

27.0
**

50,183,700

141.0

229,495,360

28.0
**

58,849,960

134.5
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Revenues from the sale of the
land and intangible assets

735,050.0

0.72 ***

889,857.7

7.39
***

154,807.7

121.1

921,086.9

5.39
***

766,279.2

103.5

1,267,123.4

5.52
***

346,036.5

137.6

Payment for land ****
including:

12,083.9

0.11 ***

14,831.4

0.12
***

2,747.5

122.7

23,323.6

0.14
***

8,492.1

157.3

26,384.5

0.11
***

3,060.9

113.1

land fee of legal entities

2,776.4

22.98
*****

3,558.7

23.99 ****

782.3

128.2

7,060.9

30.27
****

198.5

8,262.3

31.31
****

1,201.4

117.0

rent of legal entities

7,819.6

64.71
****

9,413.8

63.47
****

1,594.2

120.4

13,351.4

57.24
****

3,937.5

141.8

14,701.6

55.72
****

1,350.2

110.1

384.9

3.19 ****

501.1

3.38
****

116.2

130.2

1,302.3

5.58
****

801.2

259.9

1,387.4

5.26
****

85.1

106.5

1,102.9

9.12 ****

1,357.6

9.16
****

254.7

123.2

,1878.9

8.05
****

521.2

138.4

2,033.2

7.71
****

154.3

108.2

4,269,900.0

1.83
***

709,900.0

120.28

land fee of individuals
rent of individuals
Single tax of taxpayers
belonged to the fourth group

122,200.0

0.01 *** 2,330,000.0

1.93
***

2,207,800.0 1,906.00 3,500,000.0

2.05
***

3,502.2

1,170,000.0 150.00

Notes: * in revenues of the consolidated budget of Ukraine; ** in revenues of the state budget of Ukraine; *** in revenues of local budgets; **** in the payment for land (when payments,
which had been referred to as the payment for land, fell under the category of local taxes in 2015, this name is not officially used; therefore, applying this name is stipulated by a necessity
to present the data in the comparable format because this name was used in previous periods), data of 2014 are disclosed to compare tendencies, which have existed before implementing
the reform of the hierarchy of territorial units and tendencies, which have existed after implementing the reform in 2015.
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Table 1. Indicators of the execution of the state and local budgets of Ukraine in terms of revenues with regard to revenues from the sale of land,
payment for land, and single tax of taxpayers belonged to the fourth group during 2014–2017

Problems and Perspectives in Management, Volume 17, Issue 2, 2019

of the state budget of Ukraine – 2.1% in 2014, during a period of relatively low prices for land plots
and before the initiation of decentralization processes aimed at preventing uncontrolled expropriation of the land in Ukraine. Revenues from this
source to the state budget of Ukraine in 2017 was
the lowest (UAH –892,452.2 thousand). There was
no increment of these revenues compared with
2015 (122.5%) and 2016 (103.6%). In 2017, the authors observe the largest amount of revenues of
development budget of local budgets from the sale
of land – UAH 1,267,123.4 thousand. It is UAH
532,073.0 thousand higher than in 2014. The total
sale of land plots possessed by local self-governments, which are liquidated because of the unification of territorial communities and the completion of the territorial reform, is a possible explanation of this fact.
It is worth mentioning that, after initiating decentralization processes and changes of the normative monetary evaluation of land plots, the largest
share of revenues from the sale of land in revenues
of local budgets, which accounts for 7.4% (UAH
889.9 thousand), is observed in 2015. This share
remains within 5.45% (UAH 1,267.1 thousand in
2017) and tends to increase. Obviously, local budgets suffer considerable losses of financial resources
due to the misuse in the sale of land plots or rights
to them now. That is to say, there is illicit expropriation and the sale of such lands activated with
completing the reform of the hierarchy of territorial units in Ukraine. For example, according to
certain provisions of the Land Code of Ukraine,
land plots owned by the state or local communities or rights to them together with state-owned
or communal real estate, which is located on these
plots, are subject to the sale in the form of separate lots on a competitive basis (land biddings).
Nonetheless, this code contains a sufficiently large
list of exceptions enabling bodies of local self-government to perform such transactions without
conducting land biddings, e.g. “providing a private
partner with state-owned or communal land plots
within public-private partnership” (Verkhovna
Rada of Ukraine, 2001). In Ukraine, there is also
the widespread practice concerned with passing
land plots into the use of communal enterprises
with following subletting these plots by developers. In any case, such transactions lead to reducing amounts of possible revenues of local budgets,
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violating competitive conditions of functioning of
a land market, emergence of a large amount of violations in the budgetary sector, the extension of
the scope of corruption, and active selling of lands
in built-up areas located near the cities of district
and regional subordination prior to the unification of communities.
A situation in the sphere of revenues of local
budgets of Ukraine from the use of land plots is
slightly different. Since payments for the use of
land plots are included in a basis of local taxation,
the authors observe positive dynamics of those
incomes to local budgets – an increase by UAH
154,807.7 thousand (121.0%) in 2015, by UAH
921,086.9 thousand (103.5%) in 2016, and by UAH
1,267,123.4 thousand (137.6%) in 2017. This may be
explained by reducing an amount of tax benefits
related to the payment for land, abolition of the
fixed agricultural tax and classification of this tax
as the local one, and extending a basis of taxation
of the land fee. Such situation is stipulated by the
growth of payments for the use of land because
of monetary evaluation of lands according to new
coefficients of the proportion between amount of
receipts of lease payments and the land fee – 60/30.
Budgets of united territorial communities (UTCs)
have achieved the highest rate of increment of
revenues from the payment for land in relation
to the previous year among levels of local budgets of Ukraine: in 2016, those revenues increased
by 58% in 159 newly-formed UTCs (Ministry of
Regional Development, Building, Housing and
Utilities of Ukraine, 2016); in 2017, those revenues
increased by 23.2% in 207 newly-formed UTCs
(Decentralization Reform, 2018). This confirms efficiency of the decentralization reform in the system of land relations.
Amounts of the single tax of taxpayers of the
fourth group, i.e. economic entities, a share of agricultural manufacturing of which for a previous
tax (reporting) year equals or exceeds 75%, are
the most significant source of revenues of local
budgets in Ukraine. Dynamics of such revenues
steadily grows. Owing to budgetary support of
Ukrainian agricultural manufacturers, paces of
growth of revenues from the single tax for this
category accounted for 1906% in 2015. In 2017, according to Paragraph 12 of Article 11 of the Law
of Ukraine “On the State Budget of Ukraine for
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2017”, 14% of the single tax paid by tax payers of
the fourth group, which had entirely belonged
to local budgets over previous years, began to be
transferred to the special fund of the state budget.
Applying this provision of the legislation has fostered the decrease of such revenues by UAH 695.1
million (Accounting Chamber of Ukraine, 2018).
Thus, local budgets of Ukraine have received UAH
4,269.90 million during 2017.
Since local communities already own 25.5 thousand ha of lands (The State Service of Ukraine for
Geodesy, Cartography and Cadastre, 2017), bodies of local self-government, under the implementation of the territorial reform, have an opportuni-

ty to apply for 3 million ha of state-owned agricultural lands, which are located beyond the built-up
area, through acquiring the right of ownership in
terms of forming the united territorial communities (Cabinet of Ministers of Ukraine, 2018). As
can be seen in Table 2, this measure ensures the
growth of revenues of local budgets from the use
of such land plots by 30-40%.
Drawing on the analytical data on ways of the increase of local budgets belonged to united territorial communities at the expense of revenues from
the sale of agricultural land plots located beyond
built-up areas as objects of communal ownership
(UAH 72,721.2 million) and forecasted indicators

Table 2. Economic efficiency of the use of agricultural land plots in terms of passing them into
ownership of perspective territorial communities at the sale price by January 1, 2019
Source: Decentralization Reform (2017), Government Portal (2018), the State Service of Ukraine for Geodesy, Cartography and Cadastre (2018).

Region

Vinnytsia
Volyn
Dnipropetrovsk
Donetsk
Zhytomyr
Zakarpattia
Zaporizhzhia
Ivano-Frankivsk
Kyiv
Kirovohrad
Luhansk
Lviv
Mykolaiv
Odesa
Poltava
Rivne
Sumy
Ternopil
Kharkiv
Kherson
Khmelnytskyi
Cherkasy
Chernivtsi
Chernihiv
Total

556

Prognosticated indicators for
amounts of revenues of budgets
Payback
Sale price
Approximate
of ATCs (economic impact), million
period
of a plot in Sale price of a
area of
UAH/year
for lands
agricultural terms of sale lease right for
Area,
a plot. UAH/ from the sale of from the sale of in case of
lands passed
(beyond/
km2
m2***
into communal within). UAH/
lands passed into a lease right for selling a
2
ownership,
m ***
the communal lands passed into lease right,
years
billion m2**
ownership
the communal
(beyond/within)
ownership
26,513
20,144
31,914
26,517
29,832
12,777
27,180
13,900
28,131
24,588
26,684
21,833
24,598
33,310
28,748
20,047
23,834
19,823
31,415
28,461
20,645
20,900
8,097
31,865
575,756

350
290
650
250
490
30
420
110
120
250
280
170
440
380
510
240
270
370
160
400
470
270
140
420
7,590

–/148.39
24.27/115.44
–/133.28
–/87.87
–/95.99
71.69/191.22
–/74.27
–/153.50
–/69.01
–/191.62
–/191.62
70.5/383.43
–/155.67
–/495.33
56.52/421.46
17/88
–/96.16
23.17/124.19
–/419.03
–/81.46
18.43/79.35
–/147.61
–/223.39
3.35/35.54
х

0.49/1.77
0.16/22.40
0.09/19.59
0.24/–
–/17.13
0.15/11.00
0.34/–
–/97.44
1.66/28.28
0.46/115.42
0.46/115.42
0.36/36.15
0.34/22.05
0.31/168.47
0.47/20.92
0.37/151.68
0.20/13.13
0.43/100.03
0.24/77.67
0.18/1.34
0.34/215.73
0.31/1.76
–/0.54
0.16/19.07
х

/51,936.5
171.5/619.5
7,038.3/33,477.6
46.4/6,496.0
–/86,632.0
58.5/12,733.5
–/21,967.5
60.0/–
–/47,035.1
–/8393.7
2150.7/5,736.6
4.5/330.0
–/31,193.4
142.8/–
–/16,885.0
–/10,718.4
–/8,281.2
199.2/3,393.6
–/47,905.0
115.0/28,855.0
–/53,653.6
128.8/32,317.6
11,985.0/65,183.1
61.2/6,145.5
–/68,494.8
149.6/9,702.0
–/188,225.4
117.8/64,018.6
28,825.2/214,944.6
239.7/10,669.2
4,080.0/21,120.0
88.8/36,403.2
–/25,963.2
54.0/3,545.1
8,572.9/46,213.0
159.1/37,011.1
–/67,044.8
38.4/12,427.2
–/32,584.0
72.0/536.0
8,662.1/37,294.5
159.8/101,393.1
–/39,854.7
83.7/475.2
–/31,274.6
–/75.6
1407.0/14,926.8
67.2/8,009.4
72,721.2/1,257,827.0 2,218.0/394,268.5

–/83.8
151.7/0.2
–/6.8
–/
–/5.6
478/17.4
–/–
–/1.6
–/2.4
–/1.7
–/1.7
195.8/10.6
–/7.1
–/2.9
120.3/20.1
45.9/0.6
–/7.3
53.9/1.2
–/5.4
–60.8
54.2/0.4
–/0.4
–/413.7
21/1.9
32.8/3.2
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for amounts of revenues of budgets of UTCs from
the sale of a lease right to such plots at established
low prices (UAH 2,218.0 million per month), the
authors may assert that an average payback period
of the sale of lands accounts for 33 years. Until recently, a lease rate for a considerable share of those
lands has been the lowest and accounted for 1-3%.
In other words, they have been offered at prices
lower than those established in the market. Bodies
of local self-government have factually exerted influence on only 12% of own territories. United territorial communities have not been able to manage land plots before 2018, because those plots
have been owned by the state and an opportunity
of cultivating 7 million ha of “grey” lands has been
excluded at all (Konkurent.in.ua, 2018).
Having analyzed possible revenues of local budgets of Ukraine, the authors determine that the
amounts of revenues from the use of land plots
located within built-up areas of united territorial
communities may account for UAH 1,257,827.0
million from the sale of an ownership right and
UAH 394,268.5 million from the sale of a lease
right on average in Ukraine. This difference is
stipulated by different values of a land plot within and beyond of built-up areas. The value fluctuates from 3.35 UAH/m 2 (minimum) beyond
of built-up areas to 35.54 UAH/m 2 within builtup areas in Chernihiv region and 70.5 UAH/m 2
(maximum) in Lviv region. Sale and lease prices are higher for lands located within built-up
areas of united territorial communities than for
land plots, which will be passed into communal
ownership. Therefore, a change in the purpose
of use of the lesser contemplates the increase of
revenues of local budgets from sale or lease of
land plots. However, this change smooths out
the use of these lands for running an agricultural business.
Nevertheless, economic efficiency of the use of
land plots located beyond built-up areas is underestimated due to the low normative monetary
evaluation in regions of Ukraine. For instance,
an amount of the lease payment in more than
27 thousand of lease agreements for state-owned
lands fluctuates from 1% to 3% of the normative
monetary evaluation of lands, i.e. an average payment per 1 ha is only 940 UAH (approximately 30 EUR). For example, it accounts for more
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than 200 EUR per 1 ha of arable in Germany, the
Netherlands, and Denmark, up to 10% of the market value or 350 USD-400 USD per 1 ha in the
USA. Taxpayers spend 40-45% of grown harvest
for lease payments in Canada and up to 1/3 of
harvest in France (NGO “Civil Society Institute”,
2018).
To determine financial and economic effectiveness of regulating land relations, the authors
draw Table 3. Data of this table enable to indicate
amounts of revenues of local budgets of Ukraine
from the use of lands located beyond built-up area
and passed from the state ownership into communal ownership of united territorial communities.
Revenues of budgets of united territorial communities from the single tax of the taxpayers of
the fourth group are calculated in proportion to
agricultural lands of Ukraine – UAH 19,481.7
thousand for each region, taking into account
an average figure of revenues from this tax over
the analyzed period – UAH 2,555,525.0 thousand throughout Ukraine and the approximate
area of agricultural lands beyond built-up areas
passed into communal ownership of united territorial communities (The State Statistics Service of
Ukraine, 2016).
The approximate value of agricultural land plots
located beyond built-up areas of perspective
united territorial communities is determined in
compliance with the natural and agricultural regionalization of lands of Ukraine based on the
normative monetary evaluation as of January 1,
2019 and the norm of capitalized rental income
on agricultural lands of each region of Ukraine.
For example, the approximate value of agricultural land plots throughout Vinnytsia region is
equal to UAH 28,281.75, taking into consideration that capitalized rental income for arable
of determined natural and agricultural districts
of this region is as follows: PohrebyshchenskoOrativskyi – UAH 29,109.15, TeplytskoChechelnytskyi – UAH 41,294.38, KhmilnykoLypovetskyi – UAH 35,201.76, Vinnytskyi –
UAH 18,277.84, Nemyrivskyi – UAH 15,570.01,
Yampilskyi – UAH 39,940.46, Kryzhopilskyi
– UAH 28,432.19, Mohyliv-Podilskyi – UAH
31,140.02, and Zhmerynskyi – UAH 15,570.01
(Portal Normatyvna hroshova otsinka, 2019).
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Table 3. Economic efficiency of the use of land plots located beyond built-up areas in terms of passing
them into ownership of united territorial communities

947,739.80

28,281.75

989,861.25

123,206.17

989.86

4,591.14

626,613.44

18,263.37

529,637.73

81,459.74

5,296.38

3,804.09

single tax from taxpayers of the
fourth group

27,078.28
21,607.36

the lease payment and a rate
of the land fee for lands plots,
1% of normative monetary
evaluation

35
29

factually, provided that the
lease payment equals 13%
of the normative monetary
evaluation

Vinnytsia
Volyn

Region

Approximate value of agricultural lands of
perspective ATCs based on the normative
monetary evaluation, thousand UAH (by
January 1, 2019)

Approximate value of agricultural lands of
perspective ATCs based on the normative
monetary evaluation, thousand UAH (as at
January 1, 2019)

Prognosticated amounts of
revenues of budgets of perspective
ATCs from payment for land
(economic impact),
thousand UAH/year

Normative monetary evaluation for 1 ha of
agricultural lands located beyond built-up
areas, UAH (as at January 1, 2019)**

Normative monetary evaluation for 1 ha of
agricultural lands, UAH (by 2019)*

Approximate area of agricultural lands passed
into communal ownership, thousand ha

Source: Ministry of Agrarian Policy and Food of Ukraine (2017), Portal Normatyvna hroshova otsinka (2019).

Dnipropetrovsk

65

27,078.28

1,760,088.20

31,516.11

2,048,547.3

228,811.46

20,485.47

8,526.41

Donetsk

25

31,167.66

779,191.50

30,743.61

768,590.25

101,294.89

7,685.90

3,279.39

Zhytomyr

49

21,165.27

1,037,098.23

19,115.07

936,638.57

13,402.76

9,366.39

6,427.60

Zakarpattia

3

27,520.38

82,561.14

23,157.39

69,472.18

10,732.94

694.72

393.52

Zaporizhzhia

42

25,254.64

1,060,694.88

24,953.99

1,048,067.5

137,890.33

10,480.68

5,509.37

Ivano-Frankivsk

11

26,194.09

288,134.99

22,156.65

243,723.19

37,457.54

2,437.23

1,442.93

Kyiv

12

26,194.09

314,329.08

23,850.41

286,204.89

40,862.78

2,862.04

1,574.10

Kirovohrad

25

32,107.11

802,677.75

31,057.86

776,446.42

104,348.10

7764.46

3,279.39

Luhansk

28

27,078.28

758,191.84

25,588.98

716,491.32

98,564.93

7,164.91

3,672.91

Lviv

17

22,049.46

374,840.82

12,936.55

219,921.35

48,729.3

2,199.21

2,229.98

Mykolaiv

44

27,078.28

1,191,444.32

27,271.70

1,199,954.6

154,887.76

11,999.55

5,771.72

Odesa

38

31,167.66

1,184,371.08

27,709.01

1,052,942.2

153,968.24

10,529.42

4,984.67

Poltava

51

30,283.47

1,544,456.97

29,316.98

1,495,165.8

200,779.40

14,951.66

6,689.95

Rivne

24

22,049.46

529,187.04

13,753.04

330,073.08

68,794.31

3,300.73

3,148.21

Sumy

27

26,636.19

719,177.13

24,501.88

661,550.76

93,493.02

6,615.51

3,541.74

Ternopil

37

28,901.92

1,069,371.04

25,992.96

961,739.52

139,018.23

9,617.40

4,853.49

Kharkiv

16

32,549.20

520,787.20

31,923.25

510,772.04

67,702.33

5,107.72

2,098.81

Kherson

40

24,370.45

944,818.00

20,608.37

824,334.84

122,826.34

8,243.35

5,247.02

Khmelnytskyi

47

29,841.37

1,402,544.39

25,485.64

1,197,825.1

182,330.77

11,978.25

6,165.25

Cherkasy

27

33,930.75

916,130.25

32,928.25

889,062.77

119,096.93

8,890.63

3,541.74

Chernivtsi

14

32,991.29

461,878.06

25,023.58

350,330.09

60,044.14

3,503.30

1,836.45

Chernihiv

42

23,873.10

1,002,670.20

21,965.88

922,566.96

130,347.12

9,225.67

5,509.37

Total

759

х

20,236,436.21

х

21,130,339.21

252,049.23

The average rate of the lease payment for stateowned agricultural land plots, which were leased
on competition grounds in 2017, accounted for 13%
of the normative monetary evaluation (Cabinet of
Ministers of Ukraine, 2017). Provided that bodies
of authorities apply the 13% monetary evaluation
for agricultural lands, the right to which has been
acquired by united territorial communities on competition grounds, financial and economic efficiency
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1,8930,202.81 2,555,525.0

of the use of such land plots as an additional source
of revenues of local budgets in Ukraine factually
accounts for 2,520,049.23 UAH/year in contrast to
203,189.94 UAH/year when the evaluation has been
conducted and 923,458.56 UAH/year when the
evaluation has not been conducted. Norms of the
Tax Code of Ukraine establish rates of the lease payment and land fee, which equal 5% if the normative
monetary evaluation has not been conducted.
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Factually, this difference in the lease payment for
an agricultural land plot with area of one hectare at the rate of 13% accounted for 218,078.52
UAH/year (max. – 228,811.46 UAH – for ATCs in
Dnipropetrovsk region and min. – 10,732.94 UAH
– for ATCs in Zakarpattia region). At the same
time, the maximum figure of normative monetary
evaluation for agricultural lands by 2019 has exceeded 1.6 times the minimum one (by 12765.48
UAH): max. – 33,930.75 UAH/ha – in Cherkasy region and min. – 21,165.27 UAH /ha – in Zhytomyr
region. Since the establishment of the normative
monetary evaluation of agricultural areas located
beyond built-up areas of united territorial communities, which occured on January 1, 2019, its
value for arable on average throughout Ukraine
may fluctuate within the following figures: max. –
32,928.25 UAH/hа in Cherkasy region and min. –
12,936.55 UAH/hа – in Lviv region, i.e. it exceeds
2.54 times (by 19,991.70 UAH/ha).
That is to say, if the normative monetary evaluation of lands acquired by an united territorial
community has not been conducted, forecasted
amounts of revenues of perspective communities, according to the norms of tax legislation of
Ukraine, account for 5% of the lease payment or
land fee by 2019. In such a case, the difference
for such amounts has reached 86,108.94 UAH/

month (max. – 88,004.41 UAH – for ATCs in
Dnipropetrovsk region and min. – 1,895.47 UAH/
month – for ATCs in Vinnytsia region). Thus, the
value of lease and an amount of paid land fee exceed 46.42 times their minimum value!
Since January 1, 2019, under conditions of leasing
agricultural lands located beyond built-up areas
of united territorial communities, the normative
monetary evaluation of which is at the rate of 1%,
the difference in forecasted amounts of revenues
of their budgets accounts for 14,719.53 UAH/year
(max. – UAH 20,485.47 thousand – for ATCs in
Dnipropetrovsk region and min. – UAH 694.72
– for ATCs in Zakarpattia region). Although the
maximum value of the normative monetary evaluation throughout Ukraine exceeds 1.22 times the
minimum one, the value of exploitation of such
lands exceeds 29.48 times its minimum value.
Forecasted amounts of revenues of budgets of
perspective ATCs from the single tax (Table 3)
equal UAH 2,555,525.00 thousand and account
for 13.49% of approximately forecasted amounts
of the lease payments and land fee (as a part of
real estate tax) at the rate of 1% of the normative
monetary evaluation for agricultural plots located beyond built-up areas of united territorial
communities.

CONCLUSION
Hence, to enhance financial and economic effectiveness of the use of agricultural land plots passed into
ownership of a territorial community in terms of unification, the authors suggest:
1.

Taking into account that the proportion between amounts of revenues from the sale of land plots
located beyond built-up areas of amalgamated territorial communities and amounts of revenues
from leasing these plots is 1 to 33 and the proportion for plots located within built-up areas is 1 to
3, the authors recommend that lease relations should remain a prevailing form of land turnover in
Ukraine (Table 1). This will enable to regulate prices for land plots on the level of newly-formed
territorial communities owing to new powers in the sphere of regulating land relations gained by
bodies of local self-government in the process of the decentralization. In terms of legalization of 7
million ha of “grey” lands, which are already involved in agricultural production, the additional
economic impact of their leasing for budgets of ATCs throughout Ukraine will constitute UAH
2.10 million. Such amounts have been determined at an average price of agricultural land plots by
regions of Ukraine where these lands are available, namely boundaries of Volyn, Zakarpattia, Lviv,
Poltava, Rivne, Ternopil, Khmelnytskyi, and Chernihiv regions. In such a case, revenues of budgets
of ATCs from the sale of a lease right to land plots account for 13% of a general amount of revenues
of all the local budgets of Ukraine, i.e. the economic impact will constitute 72,723.30 thousand
UAH/year.

http://dx.doi.org/10.21511/ppm.17(2).2019.43

559

Problems and Perspectives in Management, Volume 17, Issue 2, 2019

2. Taking into account powers of bodies of local self-government regarding the establishment and
changes in the purpose of use of land plots and the existence of an inconsiderable number of lands
(0.23-2.28% of the entire area of regions) acquired by territorial communities in terms of unification
in Volyn, Zakarpattia, Lviv, Poltava, Rivne, Ternopil, Khmelnytskyi, and Chernihiv regions, there is
a need to forbid a change in the purpose of use of agricultural lands. Under such conditions, financial and economic efficiency of the use of such land plots through the sale of a right to lease accounts
for from 123,206.17 UAH/year to 1,402,544.39 UAH/year.
3. To establish the value of leasing agricultural lands passed into ownership of ATCs on the basis of
the difference between the factual lease payment and a sum of single tax from agricultural producers being taxpayers of the fourth group, activity of which is profitable, shows positive trends of the
growth of a financial result, and is prior for regional development. This will enable to encourage socio-economic development of these regions, providing a financial and economic effect of revenues
of budgets belonged to ATCs of Ukraine accounting for 16,369,127.09 thousand UAH/year, which
will reach 17,064,227.09 thousand UAH/year after the deduction of UAH 695,100.00 thousand to
the state budget. Such approach contemplates avoiding the payment for the use of land for production of agricultural commodities, which has been included in a basis of taxation of the single tax
charged on agricultural producers, as well as in the lease payment for the use of agricultural lands.
If an amount of payment of the single tax exceeds a lease rate (as in Vinnytsia region), the authors
recommend concluding a lease agreement. A proposition is of particular importance, because such
contractual relations will not reduce a general amount of revenues of local budgets of perspective
ATCs. Since rights to use such land plots have not been registered, such contractual relations ensure
adherence to the current norms of the Tax Code of Ukraine regarding the value of leasing agricultural lands at the rate of 1% of the normative monetary evaluation as of January 1, 2019.
Nonetheless, such objects of a right to communal ownership perform economic, as well as social functions. The very context of the decentralization enables to undertake reforms in all the spheres of social
development and to take into account ensuring a social effect, as well as forming necessary physical
facilities for balanced development of newly-formed territorial units in order to foster combining principles of social responsibility and economic efficiency and to maintain the national security and state
sovereignty of Ukraine.
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