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Abstract. The article identifies that land resources are not only the basis for the allocation of productive forces and the main means of production in agriculture, but also serve as an effective element of investment capital of agricultural enterprises – land capital. It is determined that in the existing institutional conditions, land resources do not create capital in agricultural production, which requires justification of mechanisms for involving them in economic circulation in order to provide investment support to the agricultural sector of the economy. This increases the importance of the development of theoretical and methodological foundations for the assessment and formation of land capital in Ukrainian agriculture.
It is established that one of the key factors for the capitalization of agricultural lands is their objective assessment, which corresponds to the current economic conditions and reveals them as a source of capitalized income. Based on studies of the relationship between rental payments and land valuation, a disparity of these indicators has been identified in the majority of regions in Ukraine. As a result, the application of normative monetary valuation for determination of the value of land capital has been proven biased.
It is determined that one of the ways of estimation and formation of land capital in agriculture, under the conditions of institutionally restricted regime of the law of supply and demand, is the capitalization of leased land. In this case, the value of land capital can be calculated as the product of the average annual rent for the land and the period of its capitalization. A promising area of ​​research in the context of the analysis is to substantiate the process of transferring agricultural land to the balance sheet of the enterprise at the cost of capitalized rental payments.
Keywords: land capital, agriculture, capitalization, investments, normative monetary valuation, rent.

Actuality. In Ukrainian economy, the land resources play a leading role as they are the main basis for agricultural production. Since land is an important productive force without which the agricultural production process is unthinkable, and it is the main and indispensable means of production, the need for rational and efficient use of land is dictated, above all, by its distinguishing features as a natural resource from other means of production. Indeed, agricultural land, characterized by a number of natural properties, including fertility, which, even without significant capital investment, is endowed with the ability to generate value in the process of biological transformation. In such circumstances, land resources are not only the basis for the allocation of productive forces and the main means of production in agriculture, but also serve as an element of capital at the expense of their investment properties [15]. Accordingly, in such conditions, the issues of increasing the level of capitalization of land resources and the formation of land capital in agriculture, with its further involvement in the economic circulation in order to increase the investment attractiveness of the agricultural sector of the economy, become relevant. However, further reform of land relations in the agricultural sector of the economy increases the need to study issues related to the valuation of land capital.
Analysis of Recent Researches and Publications. Important contribution to the development of theoretical and practical foundations of capitalization of land resources at the national level was made by well-known domestic scientists, in particular I.Bystryakov, M.Geenko, O.Lazareva, Sh.Chwesik and others. In particular, the works of A.Tretyak substantiate the theoretical and methodological foundations of the formation of land capital and recommendations for the evaluation of agricultural land [12; 13]. However, it should be noted that the land-related valuation process has caused some difficulties in the land-valuation field to date. This is largely due to the underdevelopment of the main segment of the agricultural land market, namely its purchase and sale.
Research of scientists of the Institute of Economics of Nature Management and Sustainable Development of the National Academy of Sciences of Ukraine [5, p. 38] indicate that the main purpose of the process of capitalization of land resources is, in particular, to increase the intensity of land use while maintaining and restoring the potential productivity of soils, and the development of rural areas. At the same time, the capitalization of land itself, in their understanding, is a process of gradual increase in the value of land capital as a result of the action of objective regularities of spatial development and purposeful influence of the system of measures of economic, planning and administrative-organizational content on its growth [5].
O.Lazareva considers land capital as [6] “a set of benefits and a special quality, often inherent in the organic nature (and completely inorganic), by which organic life is maintained in a favorable external environment”. At the same time, the content of the distribution of land wealth is a function of establishing the shares or proportions according to which the goods produced in the land are allocated to the subjects of land use [6]. S.Ibatullin notes that the capitalization of land resources is determined by such factors as the ratio of supply and demand of land, mechanisms of state and market regulation of land relations and their infrastructure, parameters of the functioning of the economic system [4].
However, despite the high level of results obtained by the mentioned authors, it should be noted that they remain rather controversial, and therefore require a theoretical and practical justification for the formation and assessment of land capital in terms of reform and limited agricultural land market.
The Purpose of the Research. Nowadays, due to the introduction of intensive production technologies in the agricultural sphere, the condition of the lands used for agriculture is deteriorating. The soil cover degrades, loses its resistance to destruction, decreases its ability to restore properties and reproduce fertility. In order to solve these problems, the comprehensive analysis of the state of the land potential attains great importance, as well as the development of ways to improve the results of its use, which will allow the reproduction of land resources. The solution to this problem is possible by providing land resources in agriculture with a form of capital in order to reflect their real market value.
The purpose of the article is to substantiate theoretical and methodological approaches and scientific and practical recommendations on the assessment and formation of land capital in the agriculture of Ukraine.
Materials and Methods of the Research. The information base of the research is the materials of the State Service of Ukraine for Geodesy, Cartography and Cadastre and the State Statistics Service of Ukraine, in particular regarding the indicators of normative monetary valuation and rent payments for land shares. Official data of the National Bank of Ukraine was used to determine the NBU discount rate. The theoretical and methodological basis of the study is the assumption of the mutual determination of such economic processes as the lease of agricultural land and its capitalization. On this basis, the methods and approaches of classical economic theory, institutional theory, land rent theory, value theory, consumer behavior in relation to the land market circulation, including systematic approach, methods of analysis and synthesis, calculation, constructive and experimental, were applied. An economic and statistical methods were used to process the statistics in the analysis of the ratio of the average annual rental payments to land plots to the value of the normative monetary value of arable and fallow lands.
Results of the Research and their Discussion. Land capital, like any other capital, is first and foremost the value of the means of production (land resources) used to generate additional value by engaging it in economic activity. Therefore, the acquisition of land features of capital, which can generate additional income, is likely only if they are attracted to economic circulation. In other words, land resources become land capital when the primary purpose and result of their use is to obtain value added. Given this, agricultural lands have considerable potential for investment in the domestic agricultural sector of the economy. A key factor in the capitalization of agricultural land, however, can be considered to be an estimate that meets current economic conditions and discloses them as a source of capitalized income.
The main task of valuation of agricultural land for determining the value of land capital involves, first of all, the determination of the part of the profit that they account for (as the main means of production). In the absence of a full-fledged agricultural land market, such valuation is possible as a result of their normative monetary valuation or sale of leasehold rights.
Calculation of the normative monetary valuation of agricultural lands in accordance with the Methodology of the normative monetary valuation of agricultural land and settlements [10] (the last estimation according to this method made as of 01.01.2017) is based on the rental income that is created in the production of crops and is determined by land economic valuation data for 1988. The normative monetary valuation of agricultural land was defined as the product of the annual rental income and the period of its capitalization, which was adopted at the level of 33 years. That is, the rate of capitalization of agricultural land was about 3%. Due to the fact that the mentioned methodology did not take into account changes in the economy and system of agricultural land use in the conditions of land reform, in 2016, a new Methodology for the normative monetary valuation of agricultural land was adopted [9], according to which the evaluation of agricultural land is determined in accordance with the standard of capitalized rental income on agricultural lands of natural and agricultural regions of the Autonomous Republic of Crimea, regions, cities of Kyiv and Sevastopol, according to the appendix and indicators of soil boning by drawing up scales of normative monetary assessment of agricultural groups of soils of natural and agricultural areas (for agricultural land). However, this methodology did not specify either the annual rental income by which the rate of capitalized rental income was calculated nor the terms of the capitalization itself.
Based on the assumptions that the rates of capitalized rental income ratios in the above-mentioned methodology are calculated in accordance with the scientific developments of A.Martin [7], the rental income according to the new methodology was calculated on the basis of statistics for the period 2008-2011. The amount of rental income was determined as the sum of its following components:
· part of the result of operating activities of agricultural enterprises, which they received above the level of profitability, is characteristic of non-profitable (non-agricultural) sectors of the economy of Ukraine as a whole;
· part of the expenses that are due for the payment of rent to the owners of land plots (land shares);
· part of the expenses related to the payment of rent for land of state and communal property of agricultural purpose;
· absolute rental income generated by state support for Ukraine's agriculture.
In the work of A.Martin [7], the rate of capitalization of rental income is also specified, which in his opinion, should be equated with the discount rate of the National Bank of Ukraine in the year of assessment, ie 7.75% (as of 2012). On this basis, the capitalization of agricultural land was approximately 13 years in 2012. However, taking into account the fact that the methodology was approved in 2016, it can be assumed that the discount rate of the National Bank of Ukraine as of January 1, 2016 was already 14%. And this, in turn, says about the term of capitalization of rental income about 7 years.
In general, the normative monetary valuation of land plots is mainly used to determine the amount of land tax, losses of agricultural and forestry production, economic incentives for rational use and protection of land, etc. [3]. However, in the absence of a full agricultural land market, it is possible to apply the results of such an assessment to other purposes of the market circulation of land, including lease relations. Yes, according to Article 288 of the Tax Code of Ukraine the rent is set in the lease, but the annual payment cannot be less than the amount of land tax (that is, for most agricultural lands not less than 0.3% of their normative monetary valuation) and exceed 12% of the normative monetary valuation (except when the tenant is determined on a competitive basis) [8].
Indeed, in connection with the introduction of a moratorium on the sale of most agricultural land, leasing is by far the most common form of marketed land in agriculture today. The basis of the economic relationship between the tenant and the landlord is the lease payments, which reflect the relationship of ownership, use and disposal of land ownership. Therefore, the economically justified amount of rental rates is the main parameter that reflects the economic meaning of rental relations [1; 2]. Agricultural producers of Ukraine conduct their business mainly on leased lands, whose share in the total land use of the agricultural sector of the economy is more than 40% [2].
Therefore, we consider it expedient to analyze the mutual impact of such important elements of domestic land use as normative monetary valuation and lease of agricultural land. There are actually two different forms of agricultural land lease in Ukraine today: 1) competitive through auctioning of state and communal agricultural land leases; 2) on a contractual basis by signing a lease of land (plots) contract. Given that the vast majority of land in Ukraine is leased from land owners, and for the sake of objectivity (due to the peculiarities of statistics), it is the second form of lease relationship that is selected for analysis. Given that leased land accounts for about 95-97% of agricultural land such as arable land, indicators of a normative monetary valuation of this type of land were selected for comparative analysis (Table 1). As we can see, according to the calculations of the normative monetary assessment of arable and fallow lands in Ukraine according to the new methodology, the arable land capitalization has decreased on the average in Ukraine by 3417.5 UAH / ha. The rent increased by UAH 520.0 / ha, which indicates some discrepancies in the land relations of the domestic agrarian sphere in terms of the theory of land rent.

1. Indicators of normative monetary valuation of arable and fallow lands and rent for land shares (plots) by regions of Ukraine, information as of 01.01. corresponding year (UAH / ha)
	Region (oblast’)
	Normative monetary assessment of arable and fallow lands 
	Average annual rental fee for land plots

	
	2017*
	2018**
	2019**
	2019 +,- до 2017
	2017
	2018
	2019
	2019 +,- до 2017

	Vinnytsia
	33073,4
	27078,3
	27078,3
	-5995,1
	1090,9
	1504,2
	2165,9
	+1075,0

	Volyn’
	29940,4
	21607,4
	21607,4
	-8333,0
	989,5
	1067,2
	1166,5
	+177,0

	Dnipropetrovsk
	32526,0
	27078,3
	27078,3
	-5447,7
	949,9
	1012,9
	1275,9
	+326,0

	Donetsk
	34854,7
	31167,7
	31167,7
	-3687,0
	790,5
	878,7
	945,6
	+155,1

	Zhytomyr
	20581,0
	21165,3
	21165,3
	+584,3
	1054,1
	1266,3
	1687,1
	+633,0

	Zakarpattya
	26377,9
	27520,4
	27520,4
	+1142,5
	596,0
	718,9
	930,6
	+334,6

	Zaporizhzhya
	33838,4
	25254,6
	25254,6
	-8583,8
	721,4
	794,7
	878,0
	+156,6

	Ivano-Frankivsk
	28567,6
	26194,1
	26194,1
	-2373,5
	919,1
	1104,5
	1365,1
	+446,0

	Kyiv
	31970,2
	26194,1
	26194,1
	-5776,1
	533,4
	1538,7
	1826,8
	+1293,4

	Kirovohrad 
	32096,5
	32107,1
	32107,1
	+10,6
	1168,2
	1409,1
	1422,4
	+254,2

	Lugansk
	26519,1
	27078,3
	27078,3
	+559,2
	834,9
	864,0
	1010,9
	+176,0

	Lviv
	26622,1
	22049,5
	22049,5
	-4572,6
	1132,3
	1472,4
	1723,6
	+591,3

	Mykolaiv 
	26360,2
	27078,3
	27078,3
	+718,1
	819,8
	825,8
	1075,8
	+256,0

	Odessa
	28114,2
	31167,7
	31167,7
	+3053,5
	877,1
	975,0
	1496,9
	+619,8

	Poltava
	34252,5
	30283,5
	30283,5
	-3969,0
	2243,2
	2553,0
	2970,1
	+726,9

	Rivne
	31406,0
	22049,5
	22049,5
	-9356,5
	1371,7
	1496,4
	1689,2
	+317,5

	Sumy
	29426,7
	26636,2
	26636,2
	-2790,5
	1307,7
	2100,2
	1920,5
	+612,8

	Ternopil’
	30039,4
	28901,9
	28901,9
	-1137,5
	672,3
	1242,0
	1465,0
	+792,7

	Kharkiv
	32505,5
	32549,2
	32549,2
	+43,7
	2215,5
	2111,0
	2494,7
	+279,2

	Kherson
	34698,9
	24370,5
	24370,5
	-10328,0
	762,8
	842,3
	926,9
	+164,1

	Khmelnytsky
	34495,6
	29841,4
	29841,4
	-4654,2
	1397,9
	1602
	2267,3
	+869,4

	Cherkasy
	39810,8
	33930,8
	33930,8
	-5880,0
	2215,5
	2961,8
	3524,7
	+1309,2

	Chernivtsi
	33999,8
	32991,3
	32991,3
	-1008,5
	1111,3
	1323,4
	1364,5
	+253,2

	Chernihiv
	24423,2
	23873,1
	23873,1
	-550,1
	1078,5
	1191,7
	1127,7
	+49,2

	Average in Ukraine:
	30937,9
	27520,4
	27520,4
	-3417,5
	1093,4
	1369,0
	1613,4
	+520,0


Note: * calculated in accordance with the Methodology for normative monetary valuation of agricultural lands and settlements (1995);
** calculated in accordance with the Methodology for normative monetary valuation of agricultural lands (2016).
Source: Analytical data of the State Geocadastre (excluding the Autonomous Republic of Crimea and temporarily occupied territories in Donetsk and Lugansk regions).

Analyzing the indicators of the ratio of rent for land plots and the normative monetary valuation of arable fallow lands, it is worth noting an increase of their values in 2019 compared to 2017 on average in Ukraine by 2.3% (Table 2).

2 Indicators of the ratio of rent for land plots (shares) to the normative monetary assessment of arable and fallow lands by regions of Ukraine, information as of 01.01. corresponding year (%)
	Region (oblast’)
	2017
	2018
	2019
	2019 +,- до 2017

	Vinnytsia
	3,3
	5,6
	8,0
	+4,7

	Volyn’
	3,3
	4,9
	5,4
	+2,1

	Dnipropetrovsk
	2,9
	3,7
	4,7
	+1,8

	Donetsk
	2,3
	2,8
	3,0
	+0,8

	Zhytomyr
	5,1
	6,0
	8,0
	+2,8

	Zakarpattya
	2,3
	2,6
	3,4
	+1,1

	Zaporizhzhya
	2,1
	3,1
	3,5
	+1,3

	Ivano-Frankivsk
	3,2
	4,2
	5,2
	+2,0

	Kyiv
	1,7
	5,9
	7,0
	+5,3

	Kirovohrad 
	3,6
	4,4
	4,4
	+0,8

	Lugansk
	3,1
	3,2
	3,7
	+0,6

	Lviv
	4,3
	6,7
	7,8
	+3,6

	Mykolaiv 
	3,1
	3,0
	4,0
	+0,9

	Odessa
	3,1
	3,1
	4,8
	+1,7

	Poltava
	6,5
	8,4
	9,8
	+3,3

	Rivne
	4,4
	6,8
	7,7
	+3,3

	Sumy
	4,4
	7,9
	7,2
	+2,8

	Ternopil’
	2,2
	4,3
	5,1
	+2,8

	Kharkiv
	6,8
	6,5
	7,7
	+0,8

	Kherson
	2,2
	3,5
	3,8
	+1,6

	Khmelnytsky
	4,1
	5,4
	7,6
	+3,5

	Cherkasy
	5,6
	8,7
	10,4
	+4,8

	Chernivtsi
	3,3
	4,0
	4,1
	+0,9

	Chernihiv
	4,4
	5,0
	4,7
	+0,3

	Average in Ukraine:
	3,5
	5,0
	5,9
	+2,3


Source: calculated according to the analytical data of the State Geocadastre (excluding the Autonomous Republic of Crimea and the temporarily occupied territories in Donetsk and Luhansk regions).

For better perception and further analysis, we present the results of the percentage ratio of average annual rental payments for shares to the value of normative monetary assessment of arable fallow lands in the regions of Ukraine in graphical form (Fig. 1).
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Fig. 1. The percentage of the average annual rental payments for land plots to the value of normative monetary assessment of arable and fallow lands, by regions of Ukraine,%
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)Source: authors’ calculations.

In general, the values of the results of the ratio of these indicators as of 01.01.2019 vary in the range from 3.0% - in Donetsk region to 10.4% - in Cherkasy. The question is why in areas such as Donetsk, Chernivtsi, Kirovograd, where arable land is one of the most valuable by normative monetary valuation, one of the lowest rates of rent payments for land among the regions of Ukraine is observed? It should also be noted that in Zhytomyr region, with the lowest value of arable land in Ukraine, a sufficiently high percentage of the ratio of rent payments to the normative monetary valuation has been achieved. This situation makes it possible to conclude that the normative monetary valuation is biased for the capitalization of agricultural land.
We believe that one of the options for an objective assessment of land in order to further capitalize it in the absence of a full-fledged land market is precisely the value of the lease rights. Thus, overseas land has a significant share in the land valuation activity by the value of rent. The valuation is carried out by capitalization of the rent [16; 19].
The main purpose of letting the land is to earn income on invested capital, that is, land capital. Assuming that the land does not lose its value due to amortization and is rented out on an annuity basis, then the annual income on land capital is determined by the tenant's fee to the owner for the use of the land. The size of this fee is directly proportional to the value of the land capital, and the capitalization rate recognized by the market is the ratio of proportionality. On this basis, the value of land capital (LC) can be calculated as the product of the average annual rent for land and its capitalization period by the formula:


,                                                        (1)

where R is the value of the average annual land lease payment;
Tk is the lease capitalization term (in years).

The question arises of defining the term of the capitalization of the lease as the annual income on land capital. In the old version of the Methodology for normative monetary valuation of agricultural lands and settlements, the capitalization of rental income was at the level of 33 years, which corresponds to a three percent payment for land use. In the current methodology of normative monetary valuation of agricultural land, it is tied to the NBU discount rate. However, the NBU discount rate is a rather unstable indicator (it has varied over the last 5 years in the range of 12.5-30%), and land, unlike other means of production, is the most stable object of investment and remains a constant in the sphere of production. It is worth noting that in the world economic practice, the period of capitalization of rental income ranges from 20 to 50 years [16-19]. Thus, taking into account the world experience and reference and domestic practices and conditions of agricultural production, we consider that the term of capitalization can be at the level of 33 years.
Using the proposed approach of agricultural land valuation in the absence of a complete land market and given a reasonable capitalization period of 33 years, as well as the value of the average annual rent for land plots, the value of arable and fallow land was estimated in the regions of Ukraine.

3. Calculation of arable and fallow lands for assessment of land capital in the regions of Ukraine as of 01.01. year, UAH / ha
	Region (oblast’)
	Value
	Ratio to NGO, %

	
	2017
	2018
	2019
	2017
	2018
	2019

	Vinnytsia
	35999,7
	49638,6
	71474,7
	108,8
	183,3
	264,0

	Volyn’
	32653,5
	35217,6
	38494,5
	109,1
	163,0
	178,2

	Dnipropetrovsk
	31346,7
	33425,7
	42104,7
	96,4
	123,4
	155,5

	Donetsk
	26086,5
	28997,1
	31204,8
	74,8
	93,0
	100,1

	Zhytomyr
	34785,3
	41787,9
	55674,3
	169,0
	197,4
	263,0

	Zakarpattya
	19668,0
	23723,7
	30709,8
	74,6
	86,2
	111,6

	Zaporizhzhya
	23806,2
	26225,1
	28974,0
	70,4
	103,8
	114,7

	Ivano-Frankivsk
	30330,3
	36448,5
	45048,3
	106,2
	139,1
	172,0

	Kyiv
	17602,2
	50777,1
	60284,4
	55,1
	193,8
	230,1

	Kirovohrad 
	38550,6
	46500,3
	46939,2
	120,1
	144,8
	146,2

	Lugansk
	27551,7
	28512,0
	33359,7
	103,9
	105,3
	123,2

	Lviv
	37365,9
	48589,2
	56878,8
	140,4
	220,4
	258,0

	Mykolaiv 
	27053,4
	27251,4
	35501,4
	102,6
	100,6
	131,1

	Odessa
	28944,3
	32175,0
	49397,7
	103,0
	103,2
	158,5

	Poltava
	74025,6
	84249,0
	98013,3
	216,1
	278,2
	323,7

	Rivne
	45266,1
	49381,2
	55743,6
	144,1
	224,0
	252,8

	Sumy
	43154,1
	69306,6
	63376,5
	146,6
	260,2
	237,9

	Ternopil’
	22185,9
	40986,0
	48345,0
	73,9
	141,8
	167,3

	Kharkiv
	73111,5
	69663,0
	82325,1
	224,9
	214,0
	252,9

	Kherson
	25172,4
	27795,9
	30587,7
	72,5
	114,1
	125,5

	Khmelnytsky
	46130,7
	52866,0
	74820,9
	133,7
	177,2
	250,7

	Cherkasy
	73111,5
	97739,4
	116315,1
	183,6
	288,1
	342,8

	Chernivtsi
	36672,9
	43672,2
	45028,5
	107,9
	132,4
	136,5

	Chernihiv
	35590,5
	39326,1
	37214,1
	145,7
	164,7
	155,9

	Average in Ukraine:
	36082,2
	45177,0
	53242,2
	116,6
	164,2
	193,5


Source: calculated according to the analytical data of the State Geocadastre (excluding the Autonomous Republic of Crimea and the temporarily occupied territories in Donetsk and Luhansk regions).

As we can see from the table. 3 the value of arable land by our proposed method is higher than the normative monetary valuation for all three years of analysis. In particular, in 2018, this value exceeded the normative monetary value in Ukraine by an average of 93.5% or almost doubled.

Conclusions and Prospects. Thus, in order to attract land to economic circulation, it is advisable to use it as land capital, that is, a source of pricing in the long-term chain of economic reproduction. The key factor in the capitalization of land resources can be considered as an appropriate current market transformation is the value of land capital in agriculture. The primary measure in the formation of land capital in agriculture, under the conditions of institutionally restricted regime of the law of supply and demand, is the capitalization of leased land. The process of transformation of land plots into a special investment instrument - land assets, the main condition for their formation is to reflect them in the balance sheet of the lessee at the cost of capitalized rent payments. This will actually increase the assets of the agricultural producer.
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