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Abstract. During the analysis of legisla on, regula ons and their prac cal 
implementa on we iden ed problems of maintaining the required level of environmental 
safety of agricultural land use. In this regard, the incen ve of environmental measures 
implemented by economic en es in the agricultural sector is essen al both by the 
state and through the intensica on of private ini a ve. It is substan ated that due 
to the competent combina on of parameters and tools of the regulator, landowners 
and land users will honestly comply with the requirements of environmental safety in 
land use. It is proposed to introduce changes to the legisla on with a clear deni on 
of the sources, grounds, procedure for compensa on payments for implementa on 
of environmental protec on measures by agricultural land use en es. It is expedient 
to intensify the system of joint funds for restora on, reproduc on and protec on of 
agricultural lands.
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

The fate of any nation depends pri-
marily on the quality of food consumed 
by its inhabitants, because in its ab-
sence, other material values have no 
sense. The ecological component should 
become the basis of agricultural land 
use, primarily through the introduction 
of technologies that provide the imple-
mentation of environmental measures. 
Accordingly, a compensation sy em 
adapted to all businesses, regardless of 
their solvency, should work. After all, 
only large agricultural producers are 
able to modernize the production pro-
cess at their own expense, which is not 
the case with small and medium-sized 
agricultural enterprises.

Given that in the agricultural sector 
of Ukraine is dominated by farming con-
ducted on leased lands, economic levers 
of inuence on the activities of economic 
entities become signicant. On the one 
hand, they force (taxation, application of 
penalties), and on the other � encourage 
(the provision of tax and credit benets, 
grants, subsidies, government inve ment 
programs, etc.) land users in the practice of 
economic activities to comply with envi-
ronmental safety requirements [1, p. 14-15, 
20]. And if the right combination of land 
protection regulation tools is in place, it 
will encourage businesses to implement re-
source-saving measures and allow them to 
use not only public inve ment in land use.

In this regard, the e ectiveness of the 
compensation mechanism should be en-
sured on the terms of both private initia-
tives and a clearly dened sy em of reg-
ulation and control by public authorities. 
This mechanism should provide equal 
economic conditions to the entities of ag-
ricultural land use on a competitive basis 
and cooperation for the implementation 
of environmental programs.

Economic incentives for rational use 
and protection of land as an important 
compensation mechanism is ju ied 
by current land legislation, considered 
in the works of scienti s, but measures 
to implement it �have no legal form as 
a specic mechanism� [3, p. 59], which 
requires scientic sub antiation.




Problems related to the compensatory 
mechanism of ecological safety in agri-
cultural land use are covered in the sci-
entic literature, in particular by econo-
mi s and land managers, including A.M. 
Tretiak, Z.S. Khapitska, L.E. Kupinets, 
O.V. Zhavnerchyk, O.S. Dorosh and oth-
ers. In particular, A.M. Tretiak and Z.S. 
Khapitska presents proposals for eco-
nomic incentives for agricultural land 
users to improve the natural properties of 
soils [2]. O.S. Dorosh proposed sy ems 
of direct and indirect incentives for land 
users and landowners for implementa-
tion of land protection measures [3, p. 
60-61]. L.E. Kupinets, O.V. Zhavner-
chyk revealed the compensation mecha-
nism for preventing threats to the envi-
ronmental safety of agricultural land use 
and the conditions of its introduction [4]. 
At the same time, the legislation does not 
clearly dene the sources and values of 
compensation payments for landowners 
and land users in the practice of econom-
ic activities of environmental protection 
measures, which requires more thorough 
research.

The purpose of the udy is to o er 
e ective incentives for business entities 
for implementation of environmental 
protection measures based on the analy-
sis of current problems related to ensur-
ing the required level of environmental 
safety in agricultural land use.



   



Land reform has been going on for 
three decades, during which the govern-
ment declares a balanced use of nature, 
but in the practice of economic activity, 
the intere s of only certain economic 
entities are protected to obtain econom-
ic benets, neglecting the environmental 
component. This contributed to the exac-
erbation of the ecological crisis. The level 
of pollution and environmental degrada-
tion reached 35-40%, and the one of land 
resources � more than 50% [5, p. 13].

In this situation, public authorities 
should work ahead - to direct social pol-
icy in line with the prevention of threats 
to land use. To address the exi ing dis-
parities, a universal compensatory tool 
should be introduced to inuence the 
subjects of land relations for the grad-
ual transfer of land use to the model of 
su ainable development. After all, the 
economic crisis in which Ukrainian 
society nds itself, the introduction of 
environmental and land protection mea-
sures is seen by landowners and land us-
ers as an additional burden that requires 
signicant resources. In this regard, the 
mechanism of economic incentives for 
environmental safety in land use should 
be a good solution.

The sy em of incentives that moti-
vate the introduction of e ective land 
protection tools di ers somewhat in 
Ukraine and abroad. In the we ern 
countries it is a desire of agricultural 
producer to improve own reputation 
and become one of the market leaders, 
which gives additional chances to get a 
bank loan, and in Ukraine � the desire of 
the business entity to obtain a legislative 
sy em of benets (taxation, lending, 
social programs, etc.).

Studying any issue, we mu  know its 
legal basis, which concerns the economic 

incentives for rational use and protection 
of land, which is regulated by: Land [6] 
and Tax [7] codes of Ukraine, the Law of 
Ukraine �On Land Protection� [8], Res-
olution of the Cabinet of Mini ers of 
Ukraine of September 17, 1996  1147 
�On approval of the li  of activities relat-
ed to environmental measures� (current 
version of 15.02.2019) [9], Orders of the 
Mini ry of Agrarian Policy �On approval 
of the State Budget of Ukraine for pay-
ment works on radical land improvement� 
dated 27.02.2002  58/136 [10] and �On 
approval of the Regulations on the terms 
of the tender for the provision of funds 
from the State Budget of Ukraine for pay-
ment for works on radical land improve-
ment� dated 31.07.2002  216 [11].

The content of economic incentives 
for the rational use and protection of 
land is explained by Article 205 of the 
Land Code of Ukraine, which provides 
for measures to ensure economic enti-
ties rational land use, namely [6]:
 a)   providing tax and credit benets 

to citizens and legal entities that 
carry out at their own expense the 
measures of national and regional 
land use and protection programs;

b)   allocation of ate or local budget 
funds to citizens and legal entities to 
re ore the previous condition of lands 
degraded not because of their activity;

c)   exemption from tax payment for 
land plots that are in the age of 
re oration or improvement of their 
condition in accordance with ate 
and regional programs;

d)  compensation from the budget 
funds for the reduction of income of 
landowners and land users due to the 
temporary conservation of degraded 
and unproductive lands degraded not 
because of their activity.
A detailed udy of the components 

of economic incentives for the rational 
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use and protection of land in the direc-
tion of their practical application, re-
vealed signicant problems associated 
with their implementation. We describe 
each in particular.

1. Providing tax and credit benets 
to citizens and legal entities that car-
ry out at their own expense the mea-
sures of national and regional land use 
and protection programs. An important 
condition for its implementation is, r  
of all, the exi ence of such programs, 
which provide for the introduction of 
environmentally friendly management 
technologies and measures for the ra-
tional use and protection of land. With 
regard to tax benets, the tax legislation 
of Ukraine provides for the provision of 
minor benets for the payment of cor-
porate income tax and land tax benets 
that under certain conditions can be used 
by persons carrying out land protection 
measures (Articles 9, 10 of the Tax Code 
of Ukraine (hereinafter - TCU)). In par-
ticular, the land tax is not paid for agri-
cultural lands under temporary conserva-
tion or are of re oration (paragraph 1.2 
of Article 283 of the TCU) [7].

In this regard, there is a need to 
amend the legislation regarding the 
more e cient functioning of tax bene-
ts: 1) when granting benets, tax rates 
should be di erentiated; 2) when ex-
empting an economic entity from pay-
ing tax, there is a need to determine the 
term of validity of the benet provided; 
3) the benet mu  be environmentally 
and socially oriented.

Nevertheless, in addition to tax ex-
emption, it would be worthwhile to pro-
vide a �tax credit� for land protection 
activities, which means a deferral of the 
tax paid by the enterprise to the budget 
in a calendar year. It is a mechanism of 
tax incentives that will give the busi-
ness entity the opportunity to receive 

additional funds by reducing taxes by 
a percentage of the co  of environmen-
tal measures. Thanks to this approach, 
over time, the funds provided will be 
returned in a much larger amount.

With regard to credit benets, cur-
rently the legislation does not provide 
a mechanism for preferential lending to 
citizens and legal entities that carry out 
at their own expense measures of nation-
al and regional programs of land use and 
protection. There is a need to develop 
such a mechanism. It should be based on 
the provision of ate budget funds on a 
reverse free or partially paid basis to the 
relevant economic entities for the im-
plementation of measures in accordance 
with land use and protection programs.

Considering lending as a tool to im-
ulate rational land use, we should devel-
op a mechanism by which soft loans 
similar to tax benets will be provided 
at reduced rates for implementation of 
environmental measures (for example, 
for the use of biological methods of 
plant protection, tillage, improvement 
of agricultural lands, etc.).

Resolution of the Cabinet of Minis-
ters of Ukraine of 24.05.2004  666 
�On the e ablishment of the State Fund 
for Incentives and Financing of Environ-
mental Protection Measures� approved 
the Regulations on the State Fund for 
Incentives and Financing of Environ-
mental Protection Measures. This fund 
should allocate funds for environmental 
protection activities, for research in this 
area and activities related to the intro-
duction of an economic mechanism to 
ensure environmental protection at the 
expense of the State Fund for Environ-
mental Protection within the ate bud-
get and other funds, dened by the bud-
get for the relevant purposes [12].

According to the Resolution of the 
Cabinet of Mini ers of Ukraine dated 



   

09.12.2020  1541-r �On the alloca-
tion of funds to the Mini ry of Environ-
mental Protection and Natural Resourc-
es� the government allocated 89177.1 
thousand hryvnias (including 40.0 thou-
sand hryvnias � for the State Ecological 
Inspectorate), of which consumption 
expenditures are UAH 645.84 thousand 
and development expenditures are UAH 
88531.26 thousand. It was made within 
the framework of the program 2701270 
�Implementation of environmental 
measures, in particular to improve the 
environment� to rengthen the material 
and technical base and implement other 
environmental measures at the expense 
of the balance of the State Fund environ-
mental protection, which was formed on 
January 1, 2020 [13].

It would be appropriate to create a 
Fund to attract inve ment in agricul-
ture, which would reduce the co  of 
loans from commercial banks while 
ensuring compliance with certain con-
ditions, namely: 1) monetary compen-
sation for projects that fully meet the re-
quirements of the program; 2) one-time 
support for project implementation; 3) 
nancial support may not be provid-
ed to those entities that have unsettled 
obligations to the ate. In this regard, 
the loan repayment of up to 50% of the 
loan mu  be guaranteed � in case of re-
payment in two years; up to 70% � the 
loan is a subject to repayment within 
ve years and up to 85% if the maturity 
reaches more than ve years. The Fund 
pays a specied part of the intere  for 
the borrower.

2. Allocation of ate or local bud-
get funds to citizens and legal entities to 
re ore the previous condition of lands 
degraded not because of their activity. 
This is the mo  e ective type of eco-
nomic incentives for the rational use 
and protection of land.

It is a que ion of providing funds on 
the fact of land degradation not due to 
the fault of economic entities that make 
improvements (paragraph �b� of Part 1 
of Article 205 of the Land Code), but it 
is determined to allocate funds only for 
land re oration. It would be more ex-
pedient to take into account the lands 
which condition was not degraded and 
to indicate the possibility of imulating 
any kind of improvement.

Based on the Resolution of the Min-
i ry of Agrarian Policy of Ukraine and 
the Mini ry of Finance of Ukraine 
(now � the Mini ry of Economy, Trade 
and Agriculture of Ukraine) �On ap-
proval of the Procedure for using the 
State Budget of Ukraine to pay for radi-
cal land improvement� from 27.02.2002 

 58/136 determines the procedure of 
ate budget funds use. It ipulates that 

the di ribution of funds between enter-
prises is based on the decision of the 
tender commissions (paragraph 2.1). 
The main admini rator of funds allocat-
ed from the ate budget is currently the 
Mini ry of Economic Development, 
Trade and Agriculture of Ukraine [10].

 Budget funds for the payment of 
land improvement works in accordance 
with the Procedure are used exclusively 
for chemical reclamation of soils, which 
includes work on the preparation of 
project documentation and liming and 
pla ering of soils, which include the 
co  of reclamation and transportation 
co s. The sub antiation for determin-
ing the lands on which it is necessary to 
carry out chemical land reclamation is 
the materials of continuous agrochem-
ical certication of lands of the la  
round of the survey. If necessary, an ad-
ditional examination may be performed.

Agrarians have been provided with 4.5 
billion hryvnias of support in the ate bud-
get for 2021, but there is no clearly dened 
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amount of funds for citizens and legal en-
tities to re ore the condition of lands that 
have been degraded their fault [14]. The 
mechanism of using the funds received as 
a compensation of the losses of agricultural 
and fore ry production can work here.

The allocation of local budget funds 
can be regulated at the regional and local 
levels. The va  majority of local budget 
expenditures on government subven-
tions and subsidies should be covered by 
local budgets� own revenues [15].

3. Exemption from tax payment for 
land plots that are in the age of re o-
ration or improvement of their condition 
in accordance with ate and regional 
programs.

The Law of Ukraine �On Land Pro-
tection�, in particular Article 27, ipu-
lates that the ate should provide eco-
nomic incentives for landowners and 
land users for implementation of mea-
sures of land use protection and increase 
of soil fertility by exempting them 
from land fees. These are land plots on 
which reclamation works are carried 
out, works related to land reclamation, 
land conservation and other works relat-
ed to land protection for the period of 
temporary conservation, con ruction 
and agricultural development of lands in 
accordance with the approved land man-
agement documentation. The law also 
provides compensations of the unearned 
share of income due to the conservation 
of degraded, unproductive or contami-
nated land for agricultural producers.

Funds spent by landowners and land 
users to improve the ecological con-
dition of land or increase soil fertility 
should be reimbursed from the State 
Budget of Ukraine or local budgets in 
accordance with national and regional 
land protection programs.

However, it is not possible to im-
plement this component, because the 

exemption from land fees for land plots 
that are in the process of improving their 
condition in accordance with ate and 
regional programs (paragraph �c� of 
Part 1 of Article 205 of the LCU [6]; Ar-
ticle 27 of the Law Ukraine �On Land 
Protection� [8]) is not provided for in 
the Tax Code of Ukraine [7].

4. Compensation from the budget 
funds for the reduction of income of 
landowners and land users due to the 
temporary conservation of degraded 
and unproductive lands degraded not 
because of their activity.

Agricultural producers mu  be com-
pensated for the share of income not re-
ceived as a result of land conservation, as 
provided in Art. 27 of the Law of Ukraine 
�On Land Protection� [8]. This is rental 
income that could be received by the land 
user under normal circum ances.

Compensation for the unearned share 
of income due to the conservation of de-
graded, unproductive or contaminated 
lands can be carried out at the expense 
of funds provided for these purposes by 

ate and local budgets.
Such compensatory actions should 

be carried out for land plots or their parts 
provided for the conduct of peasant farm-
ing and other agricultural production.

Compensation of unearned income 
is carried out by the budget manager, in 
agreement with the State Service for Ge-
odesy, Cartography and Cada re or its 
territorial bodies enters into an agreement 
with agricultural producers on compen-
sation for the allocation of budget funds 
to compensate the unearned share of in-
come due to land conservation.

Each of the li ed components of 
economic imulation of rational use 
and protection of lands can be realized 
on the basis of implementation of na-
ture protection measures by landowners 
and land users. Thus, economic entities 



   

should be economically imulated for 
specic activities, under andable to 
them and society, activities carried out 
at their expense, which include [9]:
�  introduction of soil protection sys-

tem of agriculture with meliorative 
organization of the territory;

 �  con ruction, expansion and recon-
ruction of anti-erosion, hydrotech-

nical, anti-kar , shore protection, 
landslide, avalanche and anti-mud 

ructures, as well as measures to 
protect again  ooding, aimed at 
preventing the development of dan-
gerous geological processes, elim-
inating or reducing their negative 
impact on the territory and objects;

 �  carrying out measures for chemical 
land reclamation;

 �  implementation of measures to ar-
range arable land by removing water 
protection zones, erosion-hazardous 
and other unsuitable for plowing lands 
from agricultural production zones;

 �  reclamation of solid wa e landlls;
 �  reclamation of degraded lands and 

use of fertile soil layer during works 
related to land reclamation;

 �  measures related to refore ation, 
creation of new and recon ruction 
of exi ing protective fore  belts 
and other protective plantations on 
degraded and unproductive lands 
and along water bodies;

�   backlling and laying of ravines 
with their simultaneous drainage;

�  terracing of eep slopes; 
 �  conservation of degraded, unproduc-

tive and contaminated lands;
�  improvement of unproductive lands; 
�  soil survey; 
�   development of technologies, equip-

ment and implementation of measures 
for cleaning, re oration of contaminat-
ed lands, as well as lands littered with 
indu rial, household and other wa e;

�  re oration of eppe, meadow, wet-
land and other anthropogenically al-
tered natural landscapes, creation and 
re oration of hayelds and pa ures.
The above measures were included 

in the li  of activities related to envi-
ronmental measures, approved by the 
Resolution of the Cabinet of Mini ers 
of Ukraine dated 17.09.1996  1147 
�On approval of the li  of activities re-
lated to environmental measures� with 
the current version of 15.02.2019 [9].

Economic in ruments of inuence 
on the implementation of environmental 
measures by landowners and land users 
are shown in Table 1.



The use of economic incentives for 
environmental owners and land users 
to implement environmental protection 
measures should be regulated primarily 
at the ate level. The legislation should 
clearly dene the sources and proce-
dure for compensation payments for the 
implementation of these measures in 
each case. By properly combining the 
parameters and tools of the regulator, 
economic entities will faithfully comply 
with the requirements of environmental 
safety in land use. The sy em of joint 
funds for re oration, reproduction and 
protection of agricultural lands should 
also art working. Only under such 
conditions it is possible to implement 
the compensation mechanism in full.
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