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THE ECONOMIC MECHANISM OF ECOLOGICALLY SAFE LAND USE IN UKRAINE

At the end of XX century the land was state owned and land plots were provided for use  free of charge. However, the legislation did not abolish taxes and fees to cover the costs on the maintenance and improvement of land. The principle of free land usage, attached to a latent form of payment through the taxation system, prevented the formation of the efficient economic mechanism of the land relations regulation and was a contributing factor to inefficient land usage. 
The existing economic mechanism has been formed in such a way that in relation to land resources it mostly functions with negative ecological results, because of containing such economic regulators that not always limit the destruction of land. 
Fiscal payments, which contribute to the accumulation of financial resources, are the example of such regulators. Herewith, for the subjects of land tenure it is more profitable to pay these payments than to spend money on land protection or the implementation of ecologically safe methods of land usage. As a result, government expenditures on land protection and rational land use are insufficient, while the income from land usage increases and becomes a considerable part of national economy income. 
Analysis of the last researches and publications.  The term ‘mechanism’ is widely used in scientific turnover, but there is still no unambiguous definition of its essence. The ambiguity of ‘economic mechanism’ term interpretation in general and the interpretation of ‘economic mechanism of land usage’ in particular remains the main methodological problem. The analytical overview of the different interpretations of the term has been realized, and it leads to the conclusion: nowadays the unambiguous interpretation is impossible, since the definition of economic mechanism essence depends on a goal that scientists set for themselves during the research. 
Several researches were engaged in the development and formation of economic mechanism of nature usage: S. M. Bobylyev, O. O. Veklych, M. O. Kadatskyy, I. Karahodov, P. I. Korenyuk, V. A. Luk'yanihin, L. Melnyk, O. O. Nyesvetov, K. V. Papenov, O. L. Popova, A. S. Khodzhaev, L. B. Shostak; in particular, the issue of economic mechanism of land usage was investigated by O. Mordvinov, O. M. Tsarenko, O. O. Shkolnyy, N. V. Hrebeniuk, D. S. Dobryak, A. Tikhonov etc.  However, it should be noted that the issue of economic mechanism of ecologically safe land usage in Ukraine is still given an insufficient attention, in particular, the main components of such a mechanism have not been elaborated and substantiated yet. 
The purpose of research is to substantiate the notion of economic mechanism of the ecologically safe land use and to determine its main components. 
Exposition of basic material. Mechanism is mostly understood as a certain totality of processes which acquire a systemic character. On this basis, we propose to interpret the notion ‘the economic mechanism of land usage’ as the subsystem of the economic system, which structural units are economically interrelated and regulate the land tenure subjects relations in market conditions in the direction of ecological-safety land use (fig. 1).
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Fig. 1. Economic mechanism as a component of nature usage system

Source: developed by the author.

The reasoning for the economic instruments usage is based on the concept of double dividends [1, p. 215], which means that their establishment and usage in the ecologically safe land tenure not only allows to solve the ecological problems of land tenure, in particular, soften the negative external influences, contribute to reducing of environmental damage caused to the quality of land at the expense of funds accumulated from various fees and permits, but makes getting an economic income from land usage possible as well. 
In general, the efficiency of economic instruments in the economic mechanism of ecologically safe land usage depends on the optimal combination of state and market regulators. 
In international practice, more than 150 economic instruments are used, and about 80 of them are taxes and charges [1, p. 216]. That’s why we consider it necessary to highlight, of the entire amount of economic instruments, those which must be a base for the solving of ecological problems in land usage. On our opinion, the basis of the economic mechanism of ecologically safe land use must be formed considering:
- responsibility for the environmental safety of land usage;
- stimulation of the ecologically safe land usage;
- financial provision of the ecologically safe land usage;
- insurance of land for the implementation of the ecologically safe land usage. 
The economical responsibility for the environmental safety of land usage comes when land usage subjects start violating the ecological restrictions and not following: standardization, certification, rationing, limitation, the requirements of environmental assessment, land quality monitoring, quality and environmental safety of agricultural products control, the implementation of regional programs of soil fertility improvement, as well as national programs of land protection. 
Subjects of land usage (individuals and legal entities) bear the economic responsibility (financial compensation for damage caused to land resources in its entirety) as well as legal (civil, criminal) responsibility [2, article 56], depending on the degree of violation of the requirements established by law. Herewith, today such responsibility has a compensatory, but not a non-renewable character. 
Thus, today the amount of compensation for environmental damage caused to land is not clearly established and includes only the current loss. Herewith, the inpayment of fine by a subject of land usage does not oblige him to return the land in a condition that existed before the pollution or other damage. 
That’s why nowadays it is advisable to strengthen civil responsibility for environmental violations concerning land usage. Such responsibility must include both financial and criminal components. Herewith, the material responsibility should not only be limited to imposition of fines, deprivation of tax benefits, subsidies, loans, but it should include the withdrawal of licenses, permits, namely  the right on realization of a certain activity in general, as well. 
Nowadays financial responsibility is a more effective way of dealing with a non-compliance with environmental requirements for land usage than criminal responsibility. This kind of sanctions may become catastrophic for the subject of land usage, unlike the criminal responsibility, which is difficult to apply without following of certain procedures. Besides, it is a long and financially costly process, which is often replaced with another kind of responsibility. 
Financial responsibility should envisage the amount of compensation for environmental violations in land usage, which must be determined on the basis of total income, liquidity (correlation between the assets and liabilities of the enterprise) of the land usage subject and include damages inflicted by loss of fertility, costs on restoration of soil fertility and loss from the foregone products for the entire period of withdrawal of land from circulation until the restoration of their properties, and the obligation to return the land to a condition environmentally suitable for usage. 
Certainly, land restoration will be conditional, since it will be fulfilled as far as possible. In the case of engulfing the surrounding land plots by ecological damage caused to the land a compensation to the affected land owners and land users must be envisaged as well. The subject of land usage must not be in an advantageous position after payment of fines in any case [3]. 
Stimulation of the ecologically safe land use must include both encouraging and coercive mechanisms. The basis of the encouraging mechanisms should be formed by tax benefits, preferential loans, none-monetary incentives, subsidies, subventions, grants, payment of compensation for losses not caused by the land user etc.
The legislation of Ukraine provides stimulating measures such as:
- providing tax and credit incentives to subjects of land usage which take measures to protect the land from erosion, improve soil fertility at their own expense;
- exemption from payment for land for the subjects of land usage that carry out the work of reclamation, recultivation, conservation, etc. on their land plots; 
- compensation for the profit lost because of conservation of degraded, unproductive and technologically contaminated land; 
· use of accelerated amortization of the capital assets of land protection purpose [2].
Compensation of expenses to subjects of land use is conducted at the expense of the State Budget of Ukraine. 
In the case of uselessness of the mechanisms encouraging the ecologically safe land usage it is appropriate to use coercive stimulating mechanisms, such as additional taxes, limits, quotas, sanctions, fines, etc.
Transferts are often used in the practice of stimulating. Nowadays transferts are paid at the expense of local budgets. Thereafter, the size of payments are different in the regions, and the allocation of subsidies is not always scientifically justified. 
[bookmark: 193][bookmark: 195]In order to make transferts fulfill a stimulating role in the development and establishment of the economic mechanism of the ecologically safe land usage, it is necessary to provide subventions, subsidies, grants exceptionally to those subjects of land usage which need the money for change of the traditional system of agriculture into such a one (organic, contour-reclamative), which will guarantee the ecologically safe land usage, or to those which seek to acquire a novelty or strive to implement technologies of the biofertilizers production, new progressive agricultural machinery production and to implement the advanced production lines of melioration systems and so on. 
Financial support of the ecologically safe land usage is carried out under the financial mechanism which contains two components: the financial support, namely filling the funding sources, and the financial regulation, which functions are distribution, redistribution and use of funds. 
The financial support of land usage is to establish the sources of funding and characterizes the passive impact of financial support. Financial regulation fulfills the regulatory function, which means establishing certain proportions in the distribution of income in order to the realization economic interests.
Financial instruments are the main regulators of financial support in land usage area. Some of them fill the funding sources (taxes, fees, insurance contributions, fees for leasing, loans, etc.), others distribute and redistribute money from funding sources (budget allocations, transferts), and the rest of them adjust the process of filling and using of funding sources (tax and credit benefits, limits, quotas, etc.). [1, p. 214]. 
Currently, funding of land and soil protection measures is conducted at the expense of the State Budget of Ukraine and local budgets, which are formed from the revenues of the payment for land, compensations for production losses and other sources not prohibited by law [2, Article 55]. 
Measures, provided at the expense of the State Budget of Ukraine, are: eliminating the causes and consequences of the negative impact on land resources and soil as a result of a natural disaster or in case of impossibility to find the perpetrators; construction and reconstruction of protective afforestations, erosion and landslide protection constructions, waterworks, melioration systems; neutralization of unusable chemical drugs, conducting systematic surveys of land and soil and so on.
Measures, provided at the expense of local budgets, include development and restoration (if the deterioration occurred not as a fault of subject of land use) of land for national economic needs, regional programs of land use and protection, improvement of agricultural and forestry lands; possible building of constructions against erosion and of melioration systems according to the law and other measures. The financial support of subjects of land usage, which take such measures as land protection, conservation, soil fertility improvement, anti erosion measures, projects of land conservation, restoration of degraded lands and others, is also possible.  
It is advisable to carry out the financial providing from various sources for a more effective implementation of the components of the economic mechanism of the ecologically safe land usage, and among the main of them must be: government funding, the funds of subjects of land usage (ecological rent, lease of land), borrowed funds in the form of bank loans and loans of other financial and credit institutions, funds raised from various environmental and international funds, associations, corporate associations and etc. 
Taxes, fees and charges imposed for the use of land are an important source of financial provision of the State Budget. Among the taxes there is a land tax, which is set according to the intended use of land, in particular, for arable land, meadows, pastures it is set as 0.10% of the normative monetary evaluation of land, for perennial plantings - 0.03%, for non-agricultural land - 1.00%, and for non-agricultural land, which monetary evaluation hasn’t been done - 5.00%. 
A significant drawback of the legally established land tax is that it doesn’t include the ecological component. Including the extreme importance of this component, it must obligatory be reflected in the size of payments. 
Besides taxes, payment for land plot and lease payments, there are other no less important sources of financial provision: ecological payments, presented in a form of pollution charges, in particular, charges for damage caused to land, pollution fees (discharges, waste disposal) within the limits and fees for pollution above the established limits. Each of the three types of fees has its own peculiarities in accrual of funds. Yes, the law stipulates that at the payment for damage caused to land (nature) and payments for land contamination by subjects of land usage above the established limits it is necessary to make deductions from the value of net income. Such a system of payment collection is economically justified and appropriate. However, fees for pollution within limits are still carried out not out of land users’ income, but at the expense of consumers, because the source for these fees is a prime price of produced goods and services. This violates the basic principle of ecologically safe land use - "the polluter pays" principle, eliminates the catalytic function of pollution charges and works concealed for the replenishment of land users income [5]. 
The appearance of the fourth unit - "insurance of land" - is an important component of the economic mechanism. Today, about 99% of Ukraine title insurance is developing in the direction of cooperation of insurers with banks. Of course, this insurance provides insurance payments in case of the termination of land ownership, but the existing insurance contracts do not guarantee to subjects of land usage the protection against all possible risks of land loss. Currently, the most common types of risks in the protection of property rights of subjects of land usage are: the risk of loss of an acquired property rights on land for a subject of land usage (insurer, owner) (documents accompanying the agreement were composed improperly, the seller has not reached the age of majority, forged documents were used in processing the transaction s, etc.), including at the renewal of rights on a land plot in the secondary market, and the risk of limitation of rights of the subject of land usage (land privatization process violations, errors in the processing of land plot boundaries or registration of ownership, etc.) 
The environmental risks begin to acquire a special urgency. In market conditions, the empowerment of subjects of land usage (tenants and landlords) in the possession, use and disposal of land will intensify a consumer attitude to land. However, the subjects of land usage are not always able to bear the financial responsibility for damage caused to land and its properties. Herewith, the increasing number of environmental risks will only cause a growth of economic losses.
Land plot is considered to be insured, if its location is mentioned in the insurance contract with an assigned cadastral number [6]. In case of insurance of land from the environmental risks by the subjects of land usage, the responsibility for caused damage is transferred to the company. But insurance companies often use the rule of regress as well (when the perpetrators are known) – compensation for damages at the expense of perpetrators. 
Obtaining of insurance policies is a reliable way to avoid economic losses related to environmental risks. Yes, some points in the compulsory and voluntary insurance of citizens and their property (land) in case of damage caused to the environment are defined in the Laws of Ukraine "About Environmental Protection" and "About insurance", but the procedure of the ecological insurance still remains undetermined. Insuring the ecological risks of land usage, the subject of land tenure will be interested in increasing of ecological safety of land usage, as in such a case the stakes of insurance payments will not rise and the subject itself can expect certain benefits or preventive measures. 
Conclusions and perspectives for further research. Consequently, the economic mechanism of ecologically safe land usage should be fundamentally streamlined and modernized according to market conditions, basing on international, European environmental standards, regulations and requirements, providing the common conditions of land tenure for all subjects of land usage, including owners and investors. It is necessary to give the financial instruments of environmental charges more stimulating functions and contribute to the formation of differentiated fees sizes depending on environmental conditions of land usage, as well as to give the financial encouragement to subjects of land usage to implement the ecological farming systems. 




References

1. N. V. Zinovchuk. APC Environmental policy : the economic aspect / N. V.  Zinovchuk . - Lviv: LDAU , UNPK ‘ATB’, 2007. - 394 p.

2. The Law of Ukraine ‘About Protection of Land’ № 962- IV of 19.06.2003 as amended / / [Electronic resource]. - Mode of access: http: // zakon.rada.gov.ua/cgi-bin/laws/main.cgi?nreg=962-15.

3. Fees for special environmental usage/ / [Electronic resource]. - Mode of access: http: // zaochka.net/books_p_1_p_2_p__p_56.html -.

4. Regulatory Enforcement and Sanctions Act, 2008 [Electronic resource]. - Mode of access:  http: //www.legislation.gov.uk/ukpga/2008/13 Last access: 2011. – Title from the screen.

5. O. O.  Veklych. Economic mechanism of nature usage: an analysis of efficacy / O.O. Veklych / / Bulletin of the Academy of Sciences of Ukraine . - 2011. - № 8. - P. 35-41. 

6. A. Koshel. Insurance of land parcels/ A. Koshel, A. Martin / / [Electronic resource]. - Mode of access: http: // masters.donntu.edu.ua/2009.  

