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CLARIFICATION OF METHODICAL APPROACHES TO THE EVALUATION OF NON-AGRICULTURAL LAND COST


The accelerated development of market relations in the non-agricultural field in Ukraine revealed many problems and defects. In particular, today the majority of real estate transactions and, above all, transactions with the non-agricultural land, are, at least, subjective, if not speculative. 
Presently existing approaches to a normative and expert money estimation of non-agricultural land also need a definite improvement. In the majority of cases, these methodical approaches do not take into account all the factors of formation of objective or normative value of land of different purpose. In turn, all this inhibits the processes of the effective usage and management of non-agricultural land. 
Analysis of the last researches and publications.  At present, the majority of scientists investigate expense and profit methodical approaches to the estimation of non-agricultural land value. Only a few scientists dedicate their labors to the rental approach to this evaluation. 
Instead, the methodical approaches that would successfully combine different methods of normative and expert money estimation of non-agricultural land remain neglected. Thus in one case it refers to the approaches that would facilitate the development of non-agricultural land market [1], and in another one - to the approaches that would conduce the accelerated economic cycle of such land [2, 3].
The purpose of research - to determine the most appropriate directions and approaches to the pecuniary valuation of non-agricultural land. 
Exposition of basic material. Two basical methodical approaches underlie the normative money estimation of non-agricultural land. The first approach refers to the rental income from the targeted use of such types of land as industrial land, transport, communications, energy, defense and so on.
The second approach encompasses the remaining non-agricultural land, namely the of the natural-reserve, natural-protective, recreational, historical and cultural, health-improving, forestry and water management purpose, and it is based on the determination of the relevant economic effects from the  intended use of these lands. To wit, the first approach is connected with the profit method in estimation of land value, and the second is connected with mixed profitable-expense method.
Since it is all about the normative money estimation, the standard indicators are determined in accordance with it. The rental or normative income is the standard indicator for the first case. Te second case refers to the normative economic effect from land usage. Herewith, their annual average magnitude is taken into consideration in both cases. 
Besides, an income from establishment of appropriate land improvements is taken into consideration in the first case as well as the intended land usage, so the total income consists of two main parts [4]. The determination of the economic effect should be done analogously. However, today it is calculated only in case of the intended land usage and practically does not include the effect from mentioned land improvements of the existing circumstances of land usage. 
The first component of income, namely the targeted or functional land usage, first of all, must consider the income from the level of land suitability for the corresponding non-agricultural usage and its location. 
Thereafter, it is necessary to calculate the long-term size of net income (loss) of certain industrial enterprises as well as the profitability of their work for the CLARIFICATION OF normative rental income (table 1).

1. The major indicators of work of non-agricultural enterprises of Ukraine on the state on 1.01.2011*
	Areas of activity
	The main means of production, million, UAH and UAH/m2
	Introduction of new major means of production, UAH and UAH/m2
	Operational expenses of products sold (work and services), UAH and UAH/m2
	The total area of land, thousands of hectares

	Industry
	1101199/191
	42053/7,3
	1022768,9/177,7
	575,4

	Transport and communication
	
3816055/594,2
	
17475/2,7
	
184641,2/28,8
	
642,2

	Health Care and social sphere
	

62377/12,64
	

3619/0,7
	

6849,8/1,4
	

493,3

	Provision of communal and personal services
	

270216/37,89
	

1788/0,3
	

21888,5/3,1
	

713,2


*Source: compiled and calculated according to the data [7, p. 83, 88, 91, 94].

Such calculations should be conducted on both national and regional level, at least, for the last 5-10 years with the appropriate adjustment for the socio-economic situation of each region. Data concerning the normative pecuniary evaluation of land must be properly recorded in the State Land Cadastre and taken into account in the implementation of measures on the development of land management system in the country.
The clarification of the term of non-agricultural land capitalization still remains n important issue in the normative monetary evaluation of land. Today this term is set for forestry land (forest fund lands) at 50 years, and for the rest of non-agricultural land at 33 years. [5].
The minimum land cost for rental income can be defined if to take into account the term of non-agricultural land capitalization and the average annual rental income of the land (table 2). Herewith, the maximum cost of the land plot can be defined, establishing the maximum total value of the coefficient taking into account the location of land plot and the coefficient taking into account its functional purpose. 
The issue of the non-agricultural land account for the financial and economic purposes is still important. Three main aspects should be considered from this position: actually plot of land, rights to land and the cost of land improvements. 
Herewith, land plot itself must be a component of the fixed assets of enterprises. Its joining the fixed assets can be done in several ways: free transfer, acquisition and exchange. 
In the examination of land plot through its original cost, the additional expenses on land, such as the cost of acquisition of the land, should be considered [6]. Since the cost of land amortization is not included in cost of land, the tax and the residual value of land plot will be the same. The taxation should not be conducted during the transfer of land plot with improvements. 

2. Assessed value of non-agricultural land enterprises of Ukraine on the state on 01.01.2011* 
	Areas of activity
	Number of enterprises 
	The minimum cost of 1 m2 for rental income, UAH/m2
	The maximum cost of 1 m2 for rental income, UAH/m2
	The actual average selling price of land plot, UAH/m2 **

	Industry
	129313
	240,9
	939,5
	24

	Transport and communication
	
45776
	
89,1
	
347,5
	
27,5

	Health Care and social sphere
	
35822
	
23,1
	
90,1
	
-

	Provision of communal and personal services
	

186422
	

9,9
	

38,6
	

25


* Source: compiled and calculated according to the data [7, p.81].
** Data for Dnipropetrovs’k Oblast for 2006

In general, certain market and economic characteristics should be taken into account in determining the monetary value of agricultural land. 
Firstly, only land plots which satisfy or can satisfy the various interests of their owners and users should be evaluated. In other words, land plots must be useful. 
Secondly, land plots, which usefulness is difficult or impossible to detect must be evaluated according to their social or natural value. Herewith, the most valuable land areas should be given a special attention, namely, the most valuable lands must have the highest price and prudent methods of usage. 
Thirdly, the price of land (land plots) of non-agricultural usage cannot be lower than the amount of money that was invested in it: in other words, the cost of non-agricultural land should not be below zero. Only the directions of non-agricultural land use can be unprofitable. 
 Fourthly, the cost of non-agricultural land of any category cannot be lower than the cost of the analogous, equivalent and equally useful land of the same category, namely, minimum (minimum permissible) cost of land must be established in each category. 
Fifthly, the cost of non-agricultural land should be determined taking into account external factors including supply and demand for this plot of land or similar land. Herewith, it is necessary to take into account the mutual influence of different factors, such as their mutually complementary or mutually constrain effects, or synergistic and not synergistic effects. 
Sixthly, the cost of non-agricultural land should change both in time and space and at the same take into account most probable directions and ways of land usage in the future. It is necessary to determine the most probable risks of different ways of agricultural land usage and the value of their probable (positive and / or negative) impact.
Seventhly, the cost of land should take into account the actual change of its functional usage types and ways to improve the economic efficiency of land usage, as well as the introduction of ways of environmentally safe land tenure. Herewith, these ways of tenure should be evaluated only within the primary intended usage, namely, intended usage must be taken into account even at different functional usage. Otherwise, in the case of an actual non-agricultural land misusage, the cost of such land will be distorted, or, more precisely, undervalued. 
The determination of non-agricultural land cost can be implemented with a help of both normative and expert pecuniary evaluation. Herewith, the expert pecuniary evaluation is mainly used to determine the value of a separate land plots, and the normative pecuniary evaluation is also used to determine the cost of group of lands with similar qualitative and quantitative characteristics. 
For the purposes of taxing of land users, not only the cost of non-agricultural land, but the price of land, or the capitalized land rent must be determined. The value of the expected additional, unrelated to the business activity income is the basis of capitalized land rent. 
The determination of these values will allow the establishing of an objective and equitable size of the land tax and size of other mandatory payments which arise during the various transactions related to land. 
Moreover, it will be possible to clarify the value of losses caused by inefficient usage of non-agricultural land.
Generally, the most objective result in the determination of the cost of non-agricultural land can be obtained by making calculations on different methods and comparing the results of these methods. In such a way it will be possible to determine the minimum and maximum cost of non-agricultural land.
It is necessary to clarify the actual value of monetary evaluation of non-agricultural land every 5-7 years according to the current day methods of the normative pecuniary evaluation of land. Thus, it is necessary to consider the value of the obtained net income or loss of the enterprises as well as the level of profitability of these enterprises. 
The hierarchic system of this evaluation should also be preserved trough its implement firstly t at the national, and then at the regional and local levels. Besides, this evaluation must also take into consideration both general economic characteristics and the level of socio-economic development of the territories, such as regions or localities.
Conclusions and perspectives for further research. Thus, the phasicness of the evaluation must be preserved and the completeness and inclusiveness of its realization must be achieved. The evaluation in compliance with at least the basic regulations and procedures can be an example of such completeness. These should include: the preparation of technical documentation of the normative non-agricultural land evaluation; the determination of sources of financing of the evaluation activities; the selection of methods and terms of evaluation; the determination of the entities interested in the objective conduction of the evaluation and all the other entities to use the results of the non-agricultural land evaluation in future; the development of forms and methods of control over the accuracy and objectivity of land evaluation; the determination of ways to disseminate the information about the normative non-agricultural land evaluation; documenting and legal registration of the results of the evaluation etc. 
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