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Annotation. It has been found that pursuing a state policy in the field of land relations
in order to obtain economic benefits without taking into account environmental interests
has caused an ecological crisis in land use, as evidenced by the results of the classification in
the world environmental rating of Ukraine (102nd place among 132 countries). From these
positions, S5 billion is lost in economic equivalents due to poor crop yields on contaminated
and degraded lands, with indirect losses reaching up to one billion hryvnias (540 million).
It is proved that the existing disparities can be adjusted by the use of universal tools for
implementing the financial and economic mechanism of influence on economic entities
in order to achieve environmentally safe land use, focusing on the factors that shape the
possibilities of using a specific type of instruments, namely: economic incentives, economic
guarantees, market, mortgage, fiscal and innovative.
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Formulation of the problem.

Unsystematic policymaking by the
government which declares a balanced
use of nature, and in essence supports
the interests of individual econom-
ic entities in order to obtain economic
benefits without taking into account
environmental interests has led to an
environmental crisis. From these posi-
tions, the contribution of the agro-in-

dustrial complex to the ecological crisis
(pollution and environmental degrada-
tion) reaches 35-40%, including land
resources - more than 50, and surface
water bodies - from 45 to 50% [1, p.
13]. Imperfections in the formulation
and implementation of good environ-
mental policies restrain the prevention
of threats to the environment, as demon-
strated by the results of its identification
in the World Environmental Rating of
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Ukraine (102nd place among 132 coun-
tries) [2, p. 70]. Due to erosion, about
half a billion tons of topsoil is washed
away each year, with 24 million tons of
humus lost. In the economic equivalent,
$ 5 billion is lost, and because of the
lack of harvest on such lands, indirect
losses amount to one billion hryvnia [1,
p. 13]. In this context, the interests of
social development, the environment
and the economy must be balanced, op-
timized to the greatest extent possible.
Existing disparities can be adjusted by
the impact of a set of universal finan-
cial and economic instruments on the
subjects of land relations for the gradual
transfer of land use to the sustainable
development model.

Analysis of recent research
and publications.

Coverage of versatile aspects of
green land use has been the subject of
lots of scientific papers of Ukrainian
scientists. In particular, the problems of
improving the economic mechanism of
land conservation activities are devoted
to the works of V. Holyian, G. Hutsuliak,
B. Danylyshyn, D. Dobriak, Y. Dorosh,
Sh. Ibattulin, A. Tretiak, O. Furdych-
ko, M. Hvesyk and others. The current
state, tendencies of development and le-
gal regulation of ecological insurance in
Ukraine as an instrument of financial and
economic mechanism are covered in the
works of N.O. Buryk, H.R. Vasylyshyn,
L.M. Granovska and other scientists.
Their experience provides a solid basis
for the formation of an organizational
and financial mechanism for sustainable
land use; however, some issues need im-
provement over time.

The purpose of the research is to
investigate the essence of the financial
and economic mechanism for ensuring

sustainable (balanced) land use, focusing
on the use of universal tools and factors
that shape its use to achieve the goals.

Results of the study and their
discussion.

The main purpose of translating land
use into a sustainable development mod-
el is to ensure dynamic socio-economic
growth through building a highly effi-
cient economic system that fosters envi-
ronmental sustainability. In view of this,
it is necessary to focus on the use of tools
as a holistic complex phenomenon for
the implementation of the financial and
economic mechanism and its involve-
ment in the formation of appropriate
priorities in the field of land use. Such
instruments include economic stimulus,
economic guarantee, market, credit and
mortgage, fiscal and innovative tools.

In an aggravated environmental sit-
uation in land use, an important role is
played by attracting international funds
and investments aimed at restoring and
improving the quality of land, improv-
ing soil fertility as a necessary source
of incentives for the implementation of
measures aimed at the rational use and
reproduction of land. Considering the
importance of international financing
of environmental measures, it should
be noted that these are mostly not sys-
tematic cash inflows and, in quantitative
terms, insignificant. In this respect, in-
struments of state incentives for the ra-
tional use and protection of land (state
subsidies, tax breaks; state investment
funds) should play a decisive role. Un-
doubtedly, these instruments have a
high priority because they are charac-
terized by a system of economic impact
measures (imposition of taxes and pen-
alties - on the one hand, and on the oth-
er - granting tax breaks, subsidies) for
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entities to comply with environmental
protection requirements. In view of this,
the size of the sanctions should be such
that land users, for example, are more
profitable in using cost-effective tech-
nologies when using land resources in-
stead of depleting land and soils. In the
case of incentives, in this case, it is ad-
visable to establish a fixed percentage of
deductions from taxes on the implemen-
tation of land conservation measures. In
addition, the privilege should be provid-
ed by a method of differentiation of tax
rates, and when granting tax exemption,
it should be determined by a fixed term.

The main principles of economic in-
centives for rational use and protection
of land in Ukraine are stated in Art. 205
of the Land Code [3]. Economic impact
measures are aimed at encouraging busi-
ness entities to improve the quality of
land, increase soil fertility and produce
environmentally friendly products. It
is also about providing funds from the
state or local budget for the restoration
of land, which was not the fault of the
owners of the land. At the legislative lev-
el, provision is also made for granting
preferential loans to landowners and land
users for implementing measures aimed
at rational use and protection of land at
their own expense, provided by national
and regional programs of land use and
protection. However, the Tax Code does
not provide privileges for such things.

In addition, the Land Code of
Ukraine provides the exemption of cit-
izens and legal entities from payment
for land under agricultural reclaim or
improvement of their condition in the
period determined by the project and
partial compensation from the budget
funds of the lost income of land own-
ers and land users, caused by temporary
conservation of degraded and unpro-
ductive lands, it this measures were not

implemented because of their fault. The
implementation of measures defined
at the legislative level should first and
foremost aim at preventing such land
management, which is contrary to envi-
ronmental regulations and environmen-
tal standards related to the protection
and restoration of land resources.

State investment funds, as instru-
ments of state incentives to rationalize
land use, are considered to be one of the
most profitable and at the same time the
simplest instruments for investing. This
fund brings together the capital of many
participants, and its assets are owned by
its investors under joint ownership.

In view of the above, economic incen-
tives for the rational use and protection of
land form the basis for environmentally
friendly land use and the ability to pro-
vide land owners and land users with the
same economic conditions.

Equally important instruments for
implementing the financial and economic
mechanism for rationalizing land use are
the instruments of economic guarantee
(environmental funds and environmental
insurance). These instruments are aimed
at the accumulation and distribution of
funds in case of ecological imbalance
due to the negative effects of natural and
anthropogenic factors. Environmental
funds are at the forefront of maintaining
environmental balance in land use.

The Global Environment Facility
(hereinafter referred to as the GEF) is
an independent international financial
mechanism through the United Nations
Development Program, the United Na-
tions Environment Program, and the
World Bank. It is the largest contributor
to environmental projects (annual envi-
ronmental spending is about $ 1 billion),
contributing to environmental improve-
ments globally (biodiversity; climate
change; international waters; ozone de-

Ne 22019

15



3emneycmpiti, Kadacmp i MOHIMopUHa 3emerlb

pletion; ozone); pollutants). To support
2,400 of such projects in more than 160
developing and transitional economies,
GEF has allocated $ 8.7 billion in grants
since 1991 [4].

Cooperation with international en-
vironmental funds is an important step
for Ukraine to ensure sustainable land
use and ecosystem restoration. Never-
theless, it is advisable to create its own
State Ecological Fund, which would ac-
cumulate funds from fees for environ-
mental pollution, special use of natural
resources, monetary penalties for vio-
lation of environmental legislation and
financial support for the implementation
of environmental measures.

The State Ecological Fund will guar-
antee the compensation of economic
entities damages in case of violation of
ecological equilibrium and will perform
the stimulating function of realization
by the subjects of land relations of en-
vironmentally attractive projects. The
financing and support of these projects
is the basis for further sustainable land
use in our country.

Environmental insurance is a very ef-
fective tool for environmental policy and
guarantees of life safety. State’s interest
in introducing and developing environ-
mental insurance that its reserves cannot
remain the sole source of compensation
for losses caused by man-made acci-
dents and catastrophes for damage to
the life and health of citizens, property
of legal entities and individuals, the state
environment, etc. The introduction of
a system of civil liability insurance of
business entities at high risk facilities, in-
creases the liability of business entities at
these facilities for the possible negative
consequences of their activities.

Businesses are also interested in this
type of insurance, since in the case of
man-made accidents they become ob-

jects of high risk and are not able to
compensate the victims. Citizens re-
ceive guarantees of protection of their
own property, and in case of occurrence
of an insurance event - ensuring the res-
toration of their rights. The insurer’s in-
terest lies in the ability of the organiza-
tion to cover environmental risks so that
the costs of preventing the occurrence
of insurance events and payments as-
sociated with the insured events do not
exceed the insurance premiums for this
type of insurance.

The main distinguishing feature of
environmental insurance in a land use
system 1is that its object is the risk of
civil liability and the risk of claiming
damages to the landowner or land user
in accordance with the rules of civil law.
In addition, the procedure for the imple-
mentation of environmental insurance at
the legislative level is not defined. The
mechanism of environmental insurance
at the national level should be regulat-
ed by environmental legislation (in the
field of land protection, land use ecology
and real estate insurance; introduction
of obligatory insurance of agricultur-
al land by landowners and land users;
training of specialists in land issues). At
the regional level, there is a need to: 1)
create a data bank on the susceptibility
of the territory to the effects of danger-
ous natural and man-made processes; 2)
orientation of the State Land Cadastre
on land insurance information support;
3) establishment of a specialized body
for agricultural land insurance. In this
respect, the organizational component
should properly function in the direction
of: introducing a practice of continuous
environmental audit of enterprises, insti-
tutions and organizations; defining the
scientific, organizational and economic
basis of environmental risk analysis and
management; stimulating activity.
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In Ukraine, the procedure for envi-
ronmental insurance is regulated by the
Constitution of Ukraine, the Laws of
Ukraine “On Insurance”, “On Environ-
mental Protection”, the Decree of the
Cabinet of Ministers of Ukraine “On
Compulsory Insurance of Civil Liability
for Nuclear Damage” and other by-laws.
Despite the considerable number of leg-
islative acts, the system of environmental
risk insurance in Ukraine is at the stage of
formation and requires the development
of effective mechanisms for its formation.
This is due to the fact that the rules of civil
and insurance legislation do not fully re-
flect the specifics of relations in the field
of environmental protection and the social
orientation of environmental insurance.

A rather important instrument of
economic guarantee of rationalization
of land use is compensation of losses of
agricultural and forestry production as
a measure, which is manifested in lev-
ies as compensation for the reduction of
land area used in agricultural and forest-
ry industries. Monetary proceeds from
these losses are credited to local bud-
gets and are directed exclusively to the
following activities: land development
for agricultural and forestry needs; Im-
provement of appropriate lands; protec-
tion of land in accordance with existing
programs and projects of land manage-
ment; carrying out works on land inven-
tory and regulatory monetary valuation
of land [5]. It is clear that these funds
should be effectively allocated to the ac-
tivities listed and potentially used.

In the presence of the least economic
activity in any case there is a demand for
land, and as a consequence market in-
struments (market price of land, expert
evaluation of land, land auctions, envi-
ronmental marketing) begin to operate.

Expert monetary valuation of the land
is made on based on methodological ap-

proaches such as: 1) capitalization of net
operating or rental income (direct and in-
direct); 2) comparison of selling prices of
such land; 3) taking into account the cost
of land improvements. When conducting
it, attention is focused on one of them,
which is provided with completeness of
information about the land plot [6]. And
the market price of land is formed on the
basis of expert monetary valuation with-
out which the successful purchase and
sale of land is impossible.

According to The State Service of
Ukraine for Geodesy, Cartography &
Cadastre, as of January 1, 2018, the reg-
ulatory monetary value of one hectare of
arable land on the average in the country
was 27.5 thousand UAH (i.e. about 840
EUR). The most expensive arable land is
estimated in Cherkasy region - almost 34
thousand UAH / ha (about 1050 EUR),
the cheapest - in Zhytomyr region - 21,2
thousand UAH / ha (about 650 EUR).
For comparison, the divergence in agri-
cultural land prices within the EU Mem-
ber States is 32 times. The lowest level of
the average value of one hectare of ara-
ble land is recorded in Romania - about 2
thousand euros, the highest in the Neth-
erlands - almost 63 thousand euros [7].

Nevertheless, according to the esti-
mates of economists, the market value
of the lands of Ukraine is about $ 1.5
trillion, and according to the normative
monetary estimate their value does not
exceed $ 300 billion. As it turned out,
the most undervalued agricultural land
is $ 225 billion valued at market value
and only about § 40 billion for regula-
tory monetary value [13]. At the same
time, given the potential of land fertility,
land value in Ukraine should increase
by more than $ 10,000 per hectare [14].

In this respect, capitalization of land
use as a system of measures aimed at
forming factorial (environmental, social,
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economic) components of land capital,
tools and methods of influence on the
growth of land value in the respective ter-
ritory at all hierarchical levels and catego-
ries of land (industry, purpose) becomes
a significant importance. The increase
of the level of capitalization of land use
is completely connected with the system
of institutional, intellectual, land manage-
ment, financial and economic measures
and their realization due to the purposeful
activity of both state authorities and local
self-government bodies.

For the most profitable sale of land
in Ukraine, land auctions with legis-
lative defined procedure were intro-
duced (Article 135 of the Land Code of
Ukraine). And the Law of Ukraine “On
Land Auctions” is a basis for ensuring
transparency and openness of the pro-
cesses of buying and selling land. In
July 2019, 517 state-owned, 447 com-
munal and 7 privately owned land plots
with a total area of more than 13,000
hectares were offered for sale at 410
auctions. From 971 land plots only 602
(62%) were sold or leased. For the re-
maining lots (253) the auctions did not
take place due to the absence of buyers,
which was the reason for the failure of
the land auctions for January-July 2019.
And, as a result, community budgets
underperformed approximately $1 mil-
lion. After all, since 2016, the weighted
average demand for land plots has been
in the range of 60 to 75 percent. Such
are the realities of the current land plot
market — supply outweighs demand [8].

Profitability of land use, competi-
tiveness while ensuring the production
of organic, environmentally friendly
and safe agricultural products, compli-
ance with the condition of greening of
agriculture is ensured through well-es-
tablished marketing. This is formed
within the framework of a set of mea-

sures of market nature aimed at reduc-
ing the destructive impact of humanity
on the environment, called - environ-
mental marketing.

In the field of land relations, it is
advisable to introduce at the legislative
level the concept of “land marketing”,
the essence of which would be revealed
in the substantive component of types
of marketing, namely: marketing of
the use, protection and reproduction of
land and resource potential; marketing
of economic regulation of rational use
(incentive, land tax, damages, etc.) of
land use; marketing of the development
of land management and research scien-
tific and technical documentation; mar-
keting of strategic land-use planning;
marketing of measures aimed at reduc-
ing the risks of land use threats.

Equally important leverage for the
implementation of the financial and eco-
nomic mechanism of sustainable land
use are credit and mortgage instruments,
since they are aimed at activating and
efficient use of long-term financial re-
sources aimed at rationalizing land use
and solving a number of social and en-
vironmental problems. Although there
have been some changes at the legisla-
tive level for lending, there are limited
opportunities in the mortgage market.

According to the current legislation
of Ukraine, the pledge may be agricul-
tural land, which are privately owned by
citizens of Ukraine, and land use, formed
on a lease basis, have no mortgage rights.
Under the current conditions, the process
of transferring land to a mortgage in the
short term is almost impossible.

Limited opportunities for the develop-
ment of land mortgages are also associated
with the low cost of agricultural land. Af-
ter all, mortgage lending should take place
on favorable terms for both agricultural
producers (the ability of borrowers to re-
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pay debt) and lenders. Non-repayment of
loans leads to the loss of the pledged land
by the peasants. Therefore, the formation
of a mortgage lending system requires the
creation of appropriate institutions and
mechanisms by the state, and above all
“... coordinated work of a special financial
institution - the Agrarian Bank of Ukraine
and its subdivisions in the regions, which
will facilitate the movement of funds and
pledge of property rights in order to ob-
tain loans (up to 3% rate) by agricultural
producers’[9, p. 55 No. 1, 2019], because
agriculture is a very risky business. Provi-
sion the buyer or the land user with credit
resources will stimulate and generate of-
fers in the market, especially in the con-
ditions of economic crisis due to the low
purchasing power of both individuals and
legal entities.

Fiscal instruments are based on the
principle of payment for land use and
ownership. Forms of payment for land
are land tax, rent and the standard price
of land. It is important that the land pay-
ments to the special budget accounts
of local budgets be used only for the
regulation of land relations, land man-
agement, state land cadastre, land pro-
tection, economic incentives and other
costs related to the rational use of land.
However, only a small fraction of these
funds is used for these purposes.

In this respect, environmental taxa-
tion is able to play an exceptional role
in environmental problems solution in
the context of Ukraine’s exit from the
socio-economic crisis, with limited fi-
nancial and material resources, as the
government influences through environ-
mental taxes and subsidies (stimulates or
counteracts) public relations and the mac-
roeconomics as a whole. So accumulated
tax funds should be directed precisely at
promoting nature conservation by con-
sumers, development and introduction

of non-waste technology, waste disposal,
clearing of old dumps and others. So, the
main purpose of the environmental tax
is to encourage the taxpayer to positive
behavior regarding protection of the en-
vironment and ensuring environmentally
friendly land use.

Effective tools aimed at the rational-
ization of land use, its profitability are
innovative tools based on modern devel-
opments in science and technology. In
addition, the process of dissemination of
land-use innovation must take place at the
local (economic) level, which in the future
will positively contribute to the growth of
the country’s economy as a whole.

In order to finance activities for the
creation and implementation of new
competitive technologies and devel-
opments, a State Innovation Fund has
been established in Ukraine, the forma-
tion of which is carried out at the ex-
pense of budgetary allocations allocat-
ed for targeted financing of innovative
scientific and technical programs and
projects. This fund and its regional of-
fices are consulted, and a preliminary
examination of innovative projects and
programs is carried out. The widespread
introduction of innovations in the econ-
omy is a guarantee of the progressive
development of the economy [10].

Energy conservation and the in-
troduction of clean technologies in
Ukraine are priority areas for develop-
ment. Due to the existing potential of
land, mineral and human resources, the
available research infrastructure and
location make it possible to become an
equal player and become successful in
the energy field. On the other hand, we
need to focus on introducing eco-inno-
vations in time because of the high level
of environmental pollution caused by
industrial waste, the Chornobyl disas-
ter, etc., which is largely related to land
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resources. It is about introducing tech-
nologies that will improve the quality of
land as a strategically important natural
resource for Ukraine.

For better perception and system-
atization of the results of the conduct-
ed researches, a structural and logical
scheme of realization of financial and
economic mechanism of transfer of land
use to the model of sustainable develop-
ment is offered (Fig. 1).

Conclusion.

Summarizing the conducted research,
it should be noted that an ecological bal-
ance in land use is possible with the com-
bination of financial and economic instru-
ments and their purposeful influence on
economic entities, taking into account the
communication quality between repre-
sentatives of state authorities, local gov-
ernment, community and business. At the
same time, it is necessary to emphasize the
factors that shape the possibilities of using
a right type of instruments (availability of
legal and institutional framework, land
use planning, completion of the process
of privatization of land plots, transparency
of land valuation, transparency of land use
restrictions, filling of natural resources in-
ventories, etc.).
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i3 Memoro 00epHaHHA eKOHOMI4YHOT 8u200u be3
YPOXYyB8AHHSA eKosno2ivHUX iHmepecie Cripu4yuHu-
710 eKonoeiYHy Kpu3ly 8 3emsaeKopucmysaHHi,
po Wo O0emMoHCMpyrome pedyabmamu ioeH-
mugikayjii y ececeimHboMy eKosnoziuHomy peli-
muHay YkpaiHu (102-e micue ceped 132 kpaiH).
13 yux no3uyili 8 eKOHOMIYHOMY eKsieaneHmi
empavaemeca 5 mapd donapis i3-3a HeA06o-
py 8poxaro Ha 3a6pyOHeHUX i 0e2padosaHux
3emnsx, a nobiyHi 36umku csearome Minbapoa

epuseHsb. [losedeHo, W0 HasasHi Aucnponopuyii

MOXHA 8pe2ys1to8amu 30805KU 30CMOCY8AHHIO
YHigepcasnbHo20 iHCMpyMeHmapitro 0714 peaniza-
yii' hiHaHCOB0O-€KOHOMIYHO20 MEXAHI3MY 8riaugy
Ha eocriooaproroyi cyb’ekmu 3 memoro docse-
HEHHA eKosozidHo be3rneyHo2o 3emaeKopucmy-
BAHHA, GKUEHMyo4U ys8azy Ha ¢akmopax, AKi
hopmyrome  MOMIUBOCMI BUKOPUCMAHHA Xa-
paKmepHo20 8udy iHcmpymeHmis, a came: eKo-

HOMIYHO20 CMUMYsIHOBAHHS, EKOHOMIYHO20 2a-
PAHMYBAHHS, PUHKOBUX, KPeOUMHO-iNomeYHux,
ghickanbHUX Ma iHHOBAUlIHUX.

Knro4osi cnoea: ¢hiHaHCOBO-eKOHOMIYHUL
MEXAHI3M, [HCMpYyMeHmu, cmasne 3emaeKopu-
cmyeaHHsA
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O®UHAHCOBO-3KOHOMMUYECKUH
MEXAHU3M  KAK  YHUBEPCA/IbHbINA
UHCTPYMEHTAPUU TEPEBOAA 3EMJIE-
oJ/ib30BAHWUA HA MOJE/Ib YCTOUYU-
BOrIoO PA3BUTUA
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AHHOMAYUA. YcmaHoesneHo, Ymo eedeHue
2ocyoapcmeeHHoU noauMUKU 6 cghepe 3emero-
HbIX OmHoweHUli C yenbto Mosy4eHUs: SKOHO-
muyeckol 8b1200bl 6€3 y4ema 3K0s102uYecKux
UHMepPecos 861360710 IKO02UYECKUL KPU3UC 8
3eM1ernosnb3o8aHUl, 0 4YemM OemMOHCMpUpPYom
pe3ysibmames| UGeHMUPUKAYUU 80 8CEMUPHOM
3Kos102U4eCKOM pelimuHee YKpauHel (cmo emo-
poe mecmo cpedu 132 cmpaH). Camux no3uyuti
8 IKOHOMUYECKOM 3KeusasneHme mepaemcsa 5
MAp0 donnapos u3-3a Hedobopa ypoxas Ha
302pA3HEHHbIX U 0e2padupoBaHHbIX 3eMsX, d
rnoboyHble ybbiIMmKU Oocmuzarom MuaAuapoa
2puseH. [loKazaHo, Ymo umeroujueca Oucrpo-
MOPYUU MOMCHO ypezynupoeams 651a200aps npu-
MEHEHUI0 YHUBEepPCAsbHO20 UHCMPYMEHMapUs
0718 peanusayuu PUHAHCOBO-3KOHOMUYECKO20
MexaHu3mMa eo3delicmeus Ha xo3salicmeyroujue
cybbekmol € Uesblo 00CMUMEHUS K0M02U4ecKu
6e30M1acHo20  3eMnernonb308aHUs,  aKUeHMU-
pya 8HUMQHUE HA haKmMopax, hopmupyrouux
B03MOMCHOCMU UCMO/b308AHUS XAPAKMEPHO20
8UOa UHCMPYMEHMO8, @ UMEHHO: 3KOHOMUYe-
CKO20 CMUMY/IUPOBAHUS, SKOHOMUYeCcKo2o obe-
crieYeHus, PbIHOYHbIX, KPeOUMHO-UNOMeYHbIX,
(PUCKAbHBIX U UHHOBAUUOHHBIX.

Knroyesble cnoea: (hUHAHCOB0-3KOHOMU-

yeckuli MexaHu3m, UHCMpPYMeHMbIl, MOCMOosH-
Hoe 3eMsenosnb308aHue.
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