ECONOMIC ANNALS-XXI

ECONOMICS AND MANAGEMENT OF NATIONAL ECONOMY

ECONOMIC ANNALS-XXI
ISSN 1728-6239 (Online)
ISSN 1728-6220 (Print)
https://doi.org/10.21003/ea
http://ea21journal.world

Volume 192 Issue (7-8(2))’2021

Citation information: Garazha, O., Shyian, D., Cherneha, ., Burliai, A., Zharun, O.,& Blenda, N. (2021).
Conceptual changes of fiscal regulation of agricultural land use: international experience and Ukrainian practice.
Economic Annals-XXI, 192(7-8(2)), 63-73. doi: https://doi.org/10.21003/ea.V192-06

UDC 336.225.611.4:332.624 (631.164)

Olena Garazha

D.Sc. (Economics), Associate Professor,

Department of Land Management and Cadastre,

Kharkiv National Agrarian University named after V. V. Dokuchaiev

2 Dokuchaevske Str., Dokuchaevske, Kharkiv district, Kharkiv region, 62483, Ukraine
oasissun@ukr.net

ORCID ID: https://orcid.org/0000-0001-9986-6231

Dmytro Shyian

D.Sc. (Economics), Professor,

Department of Economics of Enterprise and Business Organization,
Simon Kuznets Kharkiv National University of Economics

9-A Science Ave., Kharkiv, 61166, Ukraine
dmytro.shyian@hneu.net

ORCID ID: https://orcid.org/0000-0002-0815-267X

Inna Cherneha

D.Sc. (Economics), Associate Professor,

Department of Entrepreneurship, Trade and Exchange Activities,
Uman National University of Horticulture

1 Instytutska Str., Uman, Cherkasy region, 20300, Ukraine
inna-chernega®@ukr.net

ORCID ID: https://orcid.org/0000-0001-5573-8617

Alina Burliai

D.Sc. (Economics), Associate Professor,

Department of Economics,

Uman National University of Horticulture

1 Instytutska Str., Uman, Cherkasy region, 20300, Ukraine
aburlyay@gmail.com

ORCID ID: https://orcid.org/0000-0003-4179-8138

Olena Zharun

PhD (Economics), Associate Professor,

Department of Entrepreneurship, Trade and Exchange Activities,
Uman National University of Horticulture

1 Instytutska Str., Uman, Cherkasy region, 20300, Ukraine
zharun.l@ukr.net

ORCID ID: https://orcid.org/0000-0002-2114-6960

Nataliia Blenda

PhD (Economics), Lecturer,

Department of Entrepreneurship, Trade and Exchange Activities,
Uman National University of Horticulture

1 Instytutska Str., Uman, Cherkasy region, 20300, Ukraine
nblenda176@gmail.com

ORCID ID: https://orcid.org/0000-0001-7991-4910

Conceptual changes of fiscal regulation of agricultural land use:
international experience and Ukrainian practice

Abstract. On the basis of the analysis of international standards of land and real estate valuation and modern
scientific researches devoted to the actual issues of land and real estate valuation for fiscal purposes, the
authors substantiate the problematic aspects of the formula «land valuation - land payment - budget», which
are becoming the basis of public fiscal policy in many countries of the world, and including Ukraine, are
grounded. The authors of the article show that the effective valuation of land in the national context depends
on the fiscal policy of the state in relation to the tax burden of agricultural enterprises in three-dimensional
space, according to the first option - using market prices to determine of the land tax, according to the
second option - if it is necessary to establish land rent on the basis of the market prices when the real value
of land will be reflected instead of the normative, according to the third option - it is possible if there is
market for agricultural land. The authors substantiate the problem of land valuation in its global and general
economic measure, and, simultaneously, on the example of the Ukrainian practice, which proves the need
to develop a sound methodology for fiscal regulation of agricultural land use, taking into account national
specific.
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KoHuenTtyanbHi 3MiHU dicKkanbHOro peryJsiloBaHHe CisibCbKOrocnoaapcbkoro 3eMJ1IeKOPUCTYBaHHS:
MiDXHapOAHUI AOCBIA 1 YKpaiHCbKa NpaKTUKa

AHoTauifa. Ha oCHOBI aHani3y Mi>XKHapoaHUX CTaHOAPTIB OLHKU MaHa 1 Cy4aCHUX HaYKOBUX OOCIAXEHb,
NPUCBAYEHUX aKTyaNlbHUM MUTAHHAM OLUIHKM 3eMJli 1 HEepyxOMOCTi Ong ickanbHUX uinen, y crarTi
0brpyHTOBaHO NpobaeMHi acnekTn B peanisauji popmMynm «oLjiHKa 3eMJli — nnarta 3a 3eMJ110 — HANOBHEHHS
BroaXeTy», ki CTaloTb OCHOBOIO AePXXaBHOI (ickasibHOI MONITMKN y Baratbox KpaiHax CBITy I, Y TOMY 4Mchi,
B YkpaiHi. Cy4yacHi oocnigHukn BkadytoTb Ha NPOBJIEMHI NUTAHHSA Y CTBOPEHHI MeToa0MOorii NPOBeAEHHS
OUiHKM Onsa dickanbHUX Uinen. 3okpema, MigaalTbCa KPUTUL Niaxoau A0 BU3HAYEHHS HOPMAaTMBHOI
rPOLUOBOI OLHKM HAa OCHOBIi €KOHOMIYHOI OLiHKM 3eMeJib, B OCHOBY SIKMX NOKIaaeHunn andepeHuiansHni
PEHTHWIA OOXif i3 BUPOBOHULITBA 3EPHOBUX KYNbTYP Y PaasHCbKMA nepioA,. Biarak, cama ouiHovHa npouenypa
NPOBeAEHHS OLHKN 3eMefb Ans dickanbHUX Liniet HabyBae eKOHOMIYHOTO I yNpaBiHCLKOro XxapakTepy, B
pes3ynbrari Horo AOCAiAHNKM ONepyoTb iHGOopPMaLIElo, Ska NOKa3ye NnLle HasgBHICTb Y MacoBi CBILOMOCTI
NEBHMX CTEPEOTUMNIB CTOCOBHO PO3YMIiHHSA OLLIHKM 3eMJi, a HE NPO CBITOBY MOAEb OLiHKWU HEPYXOMOCTI. [1ng
E€BPONENCLKMNX KPAiH i3 CTAIMMM OLIHOYHMMU IHCTUTYTaMU Ta AiEBUMM HOPMATMBHO-MNPaBOBUMU CUCTEMAMM
OO0 OLHKN HEPYXOMOCTI MOEAHAHHS B MOHATTI HEPYXOMOCTI — 3eMIi i3 3eMeNbHUMU NONIMLLIEHHAMM, € LIINIKOM
NPUAHATHUM. BogHo4Yac y cycninibCTBax nepexigHoro Tmny (e CTOCYETbCS KpaiH KONULWHBbOro PagsgHCBKOro
Cotogy), Oe B CBigOMOCTi rpoMajsiH 3ak/iafieHO B PO3YMiHHS HEPYXOMOCTI 3eMesbHi noninweHHs (byaisni,
OYOMHKN TOLLO), FOCTPO BiAYYBAETLCA METOA0NOrIYHA PO3BiXKHICTb OLHOYHMX Migxoais, a ue BrnBae Ha
KiHLEBi pe3yNibTaTu OLHKN Ta HAAXOAXKEHHS A0 MicLLeBMX O10aXeTiB. 3acTOCyBaHHS HeaaanToBaHNX CBITOBUX
MEeTOAMK MPOBEAEHHS OLLHKN 3eMEeNb Y Cy4YaCHUX YKPAiHCbKUX peaniax — XMOHWIA Kypc. ABTOpU CTaTTi
MoOKasytoTb, WO ePEKTUBHA OLLIHKA 3EMESTb Y HALLIOHANIbHOMY KOHTEKCTI 3aNeXUTb Bifg, diCcKasbHOT NONITUKN
JepXaBn BiAHOCHO NOAAaTKOBOro HaBaHTAXXEHHS CiflbCbKOrocrnogapChknx NignpuUeEMCTB Y TPUBUMIPHOMY
NPOCTOPI: 3a NEPLUMM BAPIiaHTOM — BUKOPUCTAHHS PUHKOBUX LiH AN BUSHAYEHHS 3€MENbHOro noaartky;
3rigHO 3 opyrMm BapiaHTOM, SiKLLO HEOOXiAHO BCTAHOBUTU OPEHAHY NiaTy 3a 3eMJII0 HA OCHOBI PUHKOBMX
LiH, KON peanibHa BapTiCTb 3eMJli BigobpaxaTuMeTbCs 3aMiCTb HOPMAaTMBHOI; BiOMOBIOHO OO TPETbLOro
BapiaHTy, LLe MOXJINBO, SAKLLO iICHYE PUHOK 3EMESb CiflbCbKOrOCNOAAPCLKOro NPU3HAYEHHS.

Kniouogi cnoBa: ¢ickasnbHa nonitnka; 3emns; CifibCbKorocrnogapchbke NiagnpUeMCcTBO; 3eMesbHUIN N0JaToK;
OpeHAHa naara MeToaosoris; ouiHka.
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KaHOnOaT 9KOHOMMYECKNX HayK,

DOLEHT, AOUEHT kadeapbl NPeanpuHUMaTENbLCTBA, TOProBIMN U BUPXEBON AEATENBHOCTH,

YMaHCKN HauMOHabHbI YHUBEPCUTET Caf0BOACTBA, YMaHb, YkpanHa

BbnenpgaH. A.

[OKTOp dnnocodpum no 3KOHOMUKe, NpenogaBaTesib,

npenopasaresib kadpeapbl NpeanpUHNMATENbLCTBA, TOProBAN 1 BUPXEBON AEATENLHOCTH,

YMaHCKMii HaumMoHanbHbIN YHUBEPCUTET Caa0BOACTBA, YMaHb, YkpanHa

KoHuenTtyasnbHble U3BMeHeHUs GUCKaNIbHOIo peryJimpoBaHnNs CeJibCKOXO3AMCTBEHHOIro
3eMJ1eNO0JIb30BaHNSA: MEX/AYHaPOAHbIN ONbIT U YKPaUHCKas NPaKTuka

AHHOTaumsa. Ha ocHoBe aHanmM3a MeXAyHapOAHbIX CTAaHAAPTOB OLLEHKN HEABUXUMOCTU U COBPEMEHHbIX
Hay4HbIX MCCNEAOBaHUN, MOCBSLLEHHbIX akTyalbHbiIM BOMPOCaM OLEHKU HEOABUXUMOCTU (DUCKabHbIX
uenen, B crtatbe 0O6OCHOBaHbl MPOBGJIEMHbIE acnekTbl B peanusaumm Gopmynbl «OLEHKa — njara 3a
3eMJI10 — HanonHeHne bioaxeTa», KOTOPble CTAHOBATCSH OCHOBOW rocyaapCTBEHHOW (PUCKaNbHOM NOANTUKN
BO MHOMMX CTpaHax Mupa 1, B TOM uucne, B YkpauHe. COBpeEMEHHbIE UCCNeaoBaTeNn ykasbiBalOT Ha
npob6semMHble BOMPOCHI B CO34aHUN METOAO0NOrMU MNPOBEAEHUS OLEHKU Ons duckanbHbiX uenen. B
4aCTHOCTU, NOABEPralOTCS KPUTUKE NOAXOAb! K ONPeaeneHNI0 HOPMATUBHOM AEHEXHOM OLLEHKN HA OCHOBE
9KOHOMWYECKOW OLLEHKN 3eMenb, 0a30M KOTopbIX ABAseTcs AnddepeHumnanbHblii PEHTHbIA 40X04 Mo
NPON3BOACTBY 3€PHOBBLIX KYNbTYp B COBETCKM nepuon. CnenosatenbHO, camMa OLeHO4YHas npolenypa
NPoBeAeHUs OLUEHKN 3eMesb Ans duckanbHbiX Lenen npnodbpetaetT 3KOHOMUYECKUIA U yNpaBiieHYeCKNA
XapakTep B pesyfbraTe Yero MCCnegoBaTenn onepupyoT nHopmMauuein, Kotopas nokasbiBaeT TOJIbKO
HanM4yMe B MaCCOBOM CO3HAaHMM ONpeneneHHbIX CTEPEOTUMNOB OTHOCUTENTbHO MOHUMAHUS OLLEHKU 3EMIN,
a He 0 MMPOBOM MOAENN OLLEHKN HEOBUXUMOCTU. [1ns1 eBPONENCKUX CTPaH C YCTOSBLUMMUCS OLLEHOYHbIMMN
WHCTUTYTaMu 1N OENCTBEHHbIMY NPABOBLIMW CUCTEMAMM MO OLEHKE HEABMXKMMOCTU, COYETaHME B MOHATUMN
HeABUXUMOCTUN — 3EMNUN C 3EMESIbHbIMN YYYLLEHNSAMU, IBASIETCS BNONHE NpuemMnemMsiM. B To xe Bpems B
obLlecTBax nepexoaHoro TMna (3To kacaeTtcs cTpaH ObiBLlero Cosetckoro Cot3sa), rae B CO3HaHUU rpaxaaH
3aJ10KEHO B MOHUMAHNE HEOBUXXNUMOCTM 3EMESIbHbIE YYHLIEHUS (34aHMs, A0Ma U T.4.), OCTPO OLLyLLaeTCs
METOO0/I0MMYECKOE PACXOXOEHMNE OLLEHOYHbIX MOOX0A0B, & 3TO BAUSET HA KOHEYHbIE PE3YbTaThl OLEHKMN
N NOCTYMNEHNs B MeCTHble BloaxeTbl. MNprMeHeHne HeananTUPOBaHHbLIX MUPOBLIX METOAMK MPOBeaeHUs
OLEHKM 3eMeflb B COBPEMEHHbIX YKPAUHCKNX Peanusax — HEBEPHbIV KypC. ABTOPbI CTaTbM NOKa3bIBAKOT, YTO
addeKTMBHANA OLLeHKa 3eMeflb B HALMOHAIbHOM KOHTEKCTE 3aBUCUT OT PUCKaASTbHOM NONNTUKM FOCYAAPCTBA
B OTHOLLIEHWM HAIOrOBOM Harpy3Kkn CENIbCKOXO3ANCTBEHHbIX MPEANPUATUI B TPEXMEPHOM NPOCTPAHCTBE: MO
NepBOMY BapuaHTy — UCMOJIb30BAHME PbIHOYHLIX LIEH 1 ONpeaeneHns 3eMesibHOro Hasora; rno BTOpomMy
BapuaHTy,— €C/M HeO6X0AMMO YCTAHOBUTb apEeHAHYIO MiaTy 3a 3eMJIl0 Ha OCHOBE PbIHOYHBIX LiEeH, Koraa
BMECTO HOpMaTMBHOM ByaeT oTpaxeHa peasibHasi pblHOYHAasA CTOMMOCTb 3EMJIN; MO TPETLEMY BapUaAHTY —
BO3MOXHO MPU HANMHYMN PbIHKA 3EMESb CEIbCKOXO3ANCTBEHHOMO Ha3HAYEHMS.

KnioueBble cnoBa: duckanbHag MNONUTUKA; 3EMNS; METOOONOrMs; OLEHKA; CEeNbCKOX035MCTBEHHOE
npeanpusaTne; 3eMesbHbIN Hanor; apeHaHaa nnara.

1. Introduction

Land valuation is one of the important and topical issues of our time. This is evidenced by
international and European real estate valuation organization that systematized valuation rules
worldwide and in Europe (for example, International Valuation Standards and European Valua-
tion Standards). The solution of this problem is possible at consecutive studying of methodical
approaches, methods and estimation procedures of this actual economic phenomenon. After
the introduction of Ukraine’s institution of private ownership of land, this problem has become
the subject of discourse of both Ukrainian economists, land managers, and politicians, govern-
ment officials. The experience of land valuation of foreign countries and the created theoretical
and methodological basis that has already been developed in numerous works of European and
world researchers have become a valuable asset for solving acute problems of land valuation for
fiscal regulation of agricultural land use. One of the key issues is being addressed in this study is
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the valuation of agricultural land, which affects the formation of local budgets of united territorial

communities in the context of authority decentralization, especially in countries with transition

economies in Eastern Europe. Many scholars believe that the effectiveness of socio-economic

development of rural areas depends on full-fledged legal regulation at the state level of the three-

component process of valuation:

1) developing of land valuation methodology for fiscal regulation of agricultural land use;

2) conducting of a mass assessment of land throughout the territory of state;

3) creation of an evaluation portal on the Internet to ensure free access to its results for each in-
terested person.

The problem arises when, as a result of the inconsistency of the use of incomplete and outda-
ted data, there takes place the results distorts, which leads to ineffective state tax policy and ex-
cessive burden on agricultural enterprises, along with economic constraints on owners of land
shares (units).

2. Brief Literature Review

The task of our study is to analyze market and normative concepts outlined in internatio-
nal assessment documents for determining the value of land for fiscal regulation of agricul-
tural land use and the most famous scientific papers on this topic by scientists of the Classi-
cal economic theory - Smith (1776), Ricardo (1817) etc. - and modern foreign scientists such
as Billon and Sommerville (2017), Demetriou (2018), Kalkuhl et al. (2018), JanouSkova and
SobotoviCova (2019), Kara et al. (2021), Tomi¢ et al. (2021), Wentland et al. (2020), Wyatt (2019)
and others as well as methodical approaches to monetary valuation of agricultural land, com-
monly used in International and European valuation activities. We have chosen a market ap-
proach to the fiscal regulation of agricultural land use, which provides maximizing the filling of
the local budget. Some scholars share our views. In particular, Youngman (1996) states that,
«where appropriate, it can provide the readiest transition to full market value taxation as more
price data become available» (p. 14). According to Bird and Slack (2002), «where it is possible
to use market value, it is generally regarded as a better tax base» (p. 18). Furthermore, there are
two methodological approaches to property valuation for tax purposes: the first - area-based
valuation, the second - value-based valuation, which divided into market value and rental va-
lue methods, but some countries developed a self-assessment system» (Bird & Slack, 2002).
Some countries want to set into base of the tax system the sale price of property and, in the
case of their absence, «model their market value, such as Estonia» (Tiits, 2006, p. 11), Germa-
ny, which uses «rateable value - is the price in the case of sale» (Spahn, 2003, p. 2) and others.
We managed that the main prospects and areas of valuation in modern Ukrainian practice, re-
ferring to the experience of different countries in conducting monetary valuation of land. Prob-
lems of monetary valuation of agricultural lands are widely represented in the domestic eco-
nomic scientific literature. Thus, the works by Tretyak et al. (2017), Khodakivska et al. (2016),
Smaha (2018), Safonova (2008), Polupan et al. (2015), Novakovsky (2015), Kovalova et al.
(2021), Fedorov et al. (2017) and other scientists are devoted to the actual issues of develop-
ment of methods of normative monetary valuation of agricultural lands in Ukraine. Unlike other
similar studies, this article substantiates conceptual changes in the methodology of fiscal re-
gulation of agricultural land use in a market economy and have a theoretical-methodological
character for countries with a transition economy Central and Eastern Europe. We are trying
to explore the problem of land valuation in its socio-economic dimension and to reveal the key
points of improving the methodology, which will be the basis for further development of land
valuation in the functioning of the agricultural land market and authority decentralization.

3. Purpose

The purpose of the paper, which is based on the experience of conceptual changes of land va-
luation in international valuation documents and scientific works of modern scientists, is to identify
the problematic issues of implementing the formula «land valuation - land payment - budget» and
explanation that the lack of a clear understanding of the categorical definition of the concept of
land valuation as a basis for fiscal regulation of agricultural land use leads to significant distortion
of its results. The transition from the normative to the market concept of land valuation as a basis
for fiscal regulation should be substantiated in the paper. We propose to use the market concept
as a basis for financial regulation of agricultural land use to maximize budget filling. We consider
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that the basis of the tax base should become the real sale prices of land. In their absence, the mar-
ket value calculated by a comparative methodological approach should be use. The first part of
the article analyzes the existing approaches to determining land valuation, presents a view of the
valuation process in its broad and narrow sense and reveals a number of specific characteristics
in understanding and conceptualizing land valuation in existing international valuation documents.
The second part substantiates the methodological changes in the assessment and payment for
land on a global and European scale, determining the priorities for the separation of land tax or its
inclusion in the real estate tax. The third part contains an analysis of methodological changes in
the normative monetary valuation of agricultural land, summarizes the key positions of each stage
and substantiates the relationship between the components of the formula «land valuation - land
payment - budget» - automation of valuation processes. The fourth part analyzes the taxation sys-
tem of agricultural enterprises, which is based on a specific tax base. In the fifth part, we propose
to use the real sale price of agricultural land (market concept) as a basis for taxation and rent col-
lection in the conditions of functioning of their lands market. The sixth part reveals the prospects
of fiscal regulation of agricultural land use in the context of decentralization of power.

4. Results

4.1. Definition of land valuation

It is impossible to reveal the essence of land valuation, based only on the value of a separate
land plot, taken for one civil-legal action, apart from other purposes of its use in social production.
For example, to determine the essence of land valuation, it is not enough to refer only to civil va-
luation legislation, according to which «property valuation is the process of determining their va-
lue on the valuation date according to the procedure established by regulations and is the result of
practical activities of the valuation entity» in the Law of Ukraine «On Appraisal of Property, Proper-
ty Rights and Professional Appraisal Activity in Ukraine» (VRU, 2001, Art. 3). We consider that the
concept of land valuation, rich in its socio-economic nature, covers a number of conceptual op-
tions, which provide for its reproduction in various sectors of the national economy, as well as in
the moral and ethical sphere, including private land ownership. The value of land is directly related
to the legal concept, civil law agreements and property, and, therefore, is reflects a set of private
property rights. From a material point of view, real estate is a plot of land and improvements, which
are structures above and below ground. We analyzed that in each state, national legislation estab-
lishes the appropriate principle of division of real and personal property, based on unified world
terms. From an intangible point of view, the concept of property rights on real estate ownership
includes all rights, interests, privileges associated with real estate ownership. One of the main in-
ternational documents that defined the concept of value is the International Valuation Standards.
According to them, market value is the estimated amount for which an asset or liability should ex-
change on the valuation date between a willing buyer and a willing seller in an arm’s length trans-
action, after proper marketing and where the parties had each acted knowledgeably, prudently
and without compulsion (IVS, 2020, p. 23). This document is of a recommendatory nature, and
the understanding of non-market value is reduced to a separate classification, among which there
is a taxable value, which is calculated for real estate taxation and may differ from the concept of
market value. The recommendations set out in this document are of fundamental importance to
each country in the context of economic globalization and standardization of land valuation. The
European Valuation Standards state that in many countries real estate assets are used as a ba-
sis for raising local or national taxes, which are levied on one-off events or periodically (annually),
and the value is determined by relevant national or local laws or regulations (EVS, 2020, p. 51).
Therefore, special attention is paid to the fiscal regulation of land use at the national level. Subse-
quently, the main directions of International and European evaluation standards have been deve-
loped and adapted to the National evaluation standards used by Ukrainian evaluators. In particu-
lar, there are several reasons that explain the lack of specificity in international evaluation docu-
ments. Firstly, the international valuation community perceives land valuation not as a separate
part, but rather as a synthetic real estate valuation concept. Secondly, in the national legislation
of different countries, valuation is interpreted differently, and the practice of valuation activities to
determine the value of land has specific conditions. Therefore, Ukraine has developed its own na-
tional valuation standards, and the main provisions on land valuation are laid down in the Consti-
tution of Ukraine, the Land Code of Ukraine, the Law of Ukraine «On Land Valuation», etc. With the
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adoption of Ukraine’s independence, land use has become a fee, and the basis of the fee has be-
come a normative monetary valuation, which requires the development of an effective methodo-
logy for its implementation.

4.2. Methodological changes in the assessment and payment for agricultural land

In the scientific works of modern foreign scientists, there are different approaches to the im-
plementation of the formula «land valuation - land payment - budget» in the world and European
space. For example, in a scientific article by J. Janougkova and S. Sobotovitova, researchers
from the Czech Republic on «Fiscal autonomy of municipalities in the context of land taxation in
the Czech Republic» (2020), a detailed analysis of existing approaches to the polarity of views
on land taxation in individual states is conducted. The authors emphasize that the method of tax
assessment in the Czech Republic is determined by the quality of land valuation and does not
reflect the real market value of land. At the same time, they focus on the use of a single method
of determining the tax base based on land area by municipalities, which affects the amount of
revenue through coefficients - the most effective tools for regulating the amount of revenue for
municipal budgets. In their research paper C. Hughes et al. (2020) on «Implementing a land va-
lue tax: Considerations on moving from theory to practice» define the land value tax as a perio-
dic tax on landowners, based on the value of «<unimproved» land. Thus, the focus on the theore-
tical justification in favor of the land value tax (land tax) does not implement the practical imple-
mentation of this issue. In many countries, the land tax is part of property taxes, much less of-
ten it becomes the only universal mechanism for real estate taxation. Another attention is paid
to countries with a long history of real estate taxation, but they also have supporters of land tax
separation (Wyatt, 2019, p. 3). For example, England is a representative of this category of coun-
tries, where property taxes have existed since the XVIl century, but the land tax has not been in-
troduced. Thus, in England there are two forms of permanent real estate tax, which are based on
the combined value of land and property. These include the Council tax levied on domestic real
estate and business rates levied on non-domestic real estate (Wyatt, 2019, p. 8). In the research
of scientists, we can observe the separation of land tax or its inclusion in other taxes, which pro-
vide a constant and projected income to local budgets, and the rate is justified by the presence of
large-scale coverage of all lands, their owners and land users. The authors of the article empha-
size the historicity of the taxation system, because, in their opinion, land payment can be con-
sidered an economic component of land management of territorial communities, which attracts
the attention of governments only when it concerns the process or functions of taxation of legal
entities and individuals for fiscal regulation of existing land uses. Existing approaches to deter-
mining land tax, including the methodology for determining the value of land based on market
value (capital, rent) or non-market value (cadastral valuation), are subject to critical evaluation.
The authors ask questions about that as far as results presented by different valuation methods
are objective, reliable and relevant in terms of land use, location, quality, size, etc. In general, the
problem of developing the right methodology for determining the value of land in the fiscal re-
gulation of agricultural land use has not yet been sufficiently resolved. If the history of land rent
as an integral part of economic theory is calculated over centuries, then the intention to «deter-
mine» the land tax using scientifically reasonable methods have begun to introduce into the eco-
nomic space not so long ago.

4.3. Problematic aspects of fiscal regulation of agricultural land use in Ukraine

In Ukraine today, there is a scientifically sound methodology for conducting a normative mone-
tary valuation of agricultural land, which is used to pay land tax and rent for land in the implemen-
tation of fiscal policy. The current method of normative monetary valuation is the result of the evo-
lutionary process of its formation in Ukraine. We analyzed that the beginning of the introduction
of normative monetary valuation is considered to be 1995. Analyzing its development, we distin-
guish three methodological stages: the first - 1995-2016, the second - 2016-2021, the third - pro-
ject (unified). The problematic aspects of changing the methodology of regulatory monetary va-
luation should be considered.

The first methodological stage ( 1995-2016). The basis for determining the normative mo-
netary valuation of this period is rent income, which is generated in the production of grain crops
and is determined according to the economic valuation of land conducted in 1988. The first na-
tional (all-Ukrainian) normative monetary valuation of agricultural land throughout Ukraine was
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conducted in 1995. The sequence is as follows: Ukraine, regions, administrative districts, ag-
ricultural enterprises, individual land plots. During this period, the normative monetary valua-
tion had to be updated three or four times, but this did not happen due to the imperfection of
the existing approach. Therefore, there are prerequisites for changes in the methodological ap-
proach, which include: obsolescence of economic evaluation data; unaccounted for growth in
the cost of agricultural products; the difficulty of conducting an economic assessment; dynamic
boundaries of modern agricultural enterprises; violation of Art. 179 of the Land Code - the natu-
ral-agricultural area is not taken into account in the valuation.

The second methodological stage (2016 and to present). The definition of the normative
monetary valuation of the second period is based on the norm of capitalized rental income, which
is formed in the production of cereals and is determined by the actual data of financial and eco-
nomic activities of agricultural enterprises for the period 2011-2015. The sequence is as follows:
Ukraine, regions, natural-agricultural areas, individual land plots. In 2018, the second nationwide
all-Ukrainian normative monetary valuation of agricultural lands on the entire territory of Ukraine
of all forms of ownership was conducted. An innovation was the transparency of data on the Portal
of normative monetary valuation. The preconditions for methodological changes in the normative
monetary valuation were the following problematic aspects: unification of three separate metho-
dological approaches; the need to assess the entire territory of the community; reduction of costs
for financing the assessment by territorial communities.

The third methodological stage (project) should create a simplification and unification of
existing methods of normative monetary valuation of land. Determination of the normative mo-
netary valuation of agricultural land will be based on the multiplication of the area, the rate of ca-
pitalized rental income and seven coefficients that describe the suburban area, resort and recrea-
tional location, radiation location, zonal factors, purpose of land, category of land indexing. Thus,
Ukraine has developed its own unified system for determining the value of land for taxation, which
is characterized by the following areas: determining the normative monetary valuation of agricul-
tural land on the basis of current actual performance of agricultural enterprises; conducting a na-
tionwide assessment throughout the country; creation of an electronic portal for access of each
interested person to information on the value of agricultural land.

4.4. Priority tendencies of fiscal policy in the agricultural sector in Ukraine

In many countries around the world, the tax system reflects the form of financial relations bet-
ween the state and the landowner in relation to the collection of taxes in the budget. In Poland, in
accordance with the Polish Law «On agricultural tax», the area of agricultural land is converted into
a conversion hectare, which is multiplied by a factor located in the table of classes of agricultural
land of tax districts. In Germany, according to the German Law «On agricultural property tax», the
land tax is determined on the basis of tax rates and regulatory appraisal value. In Ukrainian prac-
tice, currently the fiscal policy of agricultural land use is regulated by a number of regulations,
among which the most important place is given to the Tax Code. The development of the system
of taxation of agricultural land is associated with the introduction of the institution of private pro-
perty and the enshrinement in the Constitution of Ukraine that land use is paid. We conclude that
the legal, economic and managerial aspects is necessary to characterize the current fiscal policy
of the agricultural sector regarding the use of land resources in the economic circulation of agri-
cultural enterprises. From a legal point of view, the taxation system evolved with the adoption of
the Law of Ukraine «On land payments» (1992), then the inclusion of its legal provisions in the Tax
Code (2010). From an economic point of view, the taxation system covers taxpayers who pay land
tax; single tax payers of the fourth group; privileged categories for the payment of land tax. From
the managerial point of view, the taxation system had differences in the centralized management
of agricultural land and the decentralized land management of the united territorial communities.
It should be noted that land taxation in Ukraine was initiated in 1992, and since 1996, the norma-
tive monetary assessment has been recognized as the tax base. Until 2015, land tax rates were
set at the state level for all agricultural lands without exception, and since 2015 and until now, land
tax rates are set by local authorities of territorial communities within the range defined by law. We
emphasize that since 2015, in the context of authority decentralization, when local governments
independently set the size of the land tax rate, revenues from land payments have decreased to-
wards rent, and towards land tax - have increased. The authors of the article believe that the prio-
rity areas of fiscal policy in the agricultural sector are: reducing the tax burden on agricultural
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enterprises in order to intensify business in rural areas; transparency and simplicity of tax repor-
ting; improving tax control; wide application of tax planning; application of digital and information
technologies to determine land tax.

4.5. Conceptual changes of fiscal regulation of agricultural land use in Ukraine

Currently in Ukraine, fiscal regulation is based on the normative concept of agricultural land va-
luation. Although Ukrainian scientists have developed many methods for conducting a normative
monetary valuation of agricultural land, their results require further research to form effective fis-
cal regulation of agricultural land use. Based on the analysis of the conceptual provisions for the
payment for the using of agricultural land, we have identified two concepts: the first - normative,
the second - market. The first concept (normative) is widely used in practice and enshrined in Me-
thod 831 (Standards Ukraine, 2002). The second concept (market) is possible for implementation
when it is developed agricultural land market. That is why we propose that average market value
of 1 hectare of agricultural land by region should be the basis of it. As of 1 August 2021, the Natio-
nal Bank of Ukraine set the dollar exchange rate at 26.8867 UAH per 1 USD (Ministry of Finance of
Ukraine, 2021). So far, we have conducted a comparative analysis of the two concepts (Table 1).

Analysis of data on the market concept shows a slight reduction in land tax in most regions of
Ukraine due to the low average selling price in the market. Finally, the regions saw an increase in
the land tax from 1 hectare of agricultural land. Especially in Kyiv (48.1%) and Zakarpattia (46.4%)
regions, where there is an increase for almost a half. It is necessary to pay attention to the fact that
the land market works only one month (from 1 July 2021). In the future, there will be sufficient in-
formation on land purchase and sale agreements that can form the basis of a market concept that
reflects the real price of land. Rental income will increase for landlords (landowners) of land shares
(units). At the same time, revenues from land tax and land rent within territorial communities will in-
crease in local budgets. This will allow conducting regularly normative monetary valuation, to form
a market base for setting standards, as well as take into account the financial capacity of nationals
and the economic condition of the state.

At the initial stage, the purchase and sale price of agricultural land should be equal to or over
than its normative monetary value. Improving the socio-economic condition of the country will

Table 1:
Comparative analysis of normative and market concept for agricultural land payment
at the state and regional levels as at 01.08.2021, USD/ha

Regions Concept of valuation Difference bet_ween market Land tax Land rent
1 2 and normative concept 1 2 1 2
normative market USD/ha % normative market | normative market
Vinnytsia 1011 744 -267 -26.4 10.1 7.4 80.9 59.5
Volyn 811 833 22 2.7 8.1 8.3 64.9 66.6
Dnipropetrovsk 1125 889 -236 -21.0 11.3 8.9 90.0 71.1
Donetsk 1157 870 -287 -24.8 11.6 8.7 92.6 69.6
Zhytomyr 796 908 112 14.1 8 9.1 63.7 72.6
Zakarpattia 1014 1484 470 46.4 10.1 14.8 81.1 118.7
Zaporizhzhia 929 710 -219 -23.6 9.3 7.1 74.3 56.8
Ivano-Frankivsk 970 n/d* n/d* n/d* 9.7 n/d* 77.6 n/d*
Kyiv 987 1462 475 48.1 9.9 14.6 79.0 117.0
Kirovohrad 1186 956 -230 -19.4 11.9 9.6 94.9 76.5
Luhansk 1009 1090 81 8.0 10.1 10.9 80.7 87.2
Lviv 799 948 149 18.6 8 9.5 63.9 75.8
Mykolayiv 1006 788 -218 -21.7 10.1 7.9 80.5 63.0
Odesa 1154 1447 293 25.4 11.5 14.5 92.3 115.8
Poltava 1130 1012 -118 -10.4 11.3 10.1 90.4 81.0
Rivne 816 818 2 0.2 8.2 8.2 65.3 65.4
Sumy 997 915 -82 -8.2 10 9.2 79.8 73.2
Ternopil 1080 1034 -46 -4.3 10.8 10.3 86.4 82.7
Kharkiv 1199 878 -321 -26.8 12 8.8 95.9 70.2
Kherson 909 762 -147 -16.2 9.1 7.6 72.7 61.0
Khmelnytskyi 1134 1127 -7 -0.6 11.3 11.3 90.7 90.2
Cherkasy 1251 1090 -161 -12.9 12.5 10.9 100.1 87.2
Chernivtsi 1237 722 -515 -41.6 12.4 7.2 99.0 57.8
Chernihiv 895 974 79 8.8 9 9.7 71.6 77.9
Ukraine 1025 977 -48 -4.7 10.3 9.8 82.0 78.2

Note: * - n/d: no data.

Source: Calculated and completed by the authors according to data of Standards Ukraine (2021) and
AgroPolit (2021)
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have a positive impact on land pricing policy. Therefore, we observe a gradual increase in arable
land prices, which is based on the experience of foreign countries with economies in transition and
the newly created land market (Table 2).

Table 2:
Average prices of arable land, EUR/ha
Country 2011 2012 2013 2014 2015 2016 2017 2018 2019 | 2019/2011, %
Poland 4 855 6 080 6 275 7723 9 220 9 083 9 699 10 414 10 991 226
Czech Republic | 1836 3264 3 662 4282 4775 5 463 6 448 7 594 8 095 441
Hungary 2 089 2 380 2 709 3042 3 356 4182 4 368 4 662 4 862 233

Source: Calculated and completed by the authors according to data of European Statistics (2021)

Until 2024, only nationals of Ukraine can participate in the market of agricultural land. We found
that the low purchasing power of the average Ukrainian encourages the formation of low land pri-
ces at an early stage. At the same time, the constantly growing economic indicators of agriculture
and its increasing role in the national economy indicate the possibility of making a profit. Thus, ag-
ricultural land becomes attractive for investment to a potential buyer, and agriculture - an industry
that provides income to potential investors.

Thus, we propose to use the market concept as a basis for collecting land tax and rent, which
will be the main lever for fiscal regulation of agricultural land use. At the same time, it is ne-
cessary to conduct agrarian-investment zoning by the following elements: zone of high invest-
ment attractiveness, zone of medium investment attractiveness, zone of low investment at-
tractiveness. We understand that not all land can be sold at once. Therefore, we propose to
use a methodological approach based on the comparison of sales prices of similar land plots
(Standards Ukraine, 2002).

We believe that the main elements of comparison for agricultural land are: the legal status of
the site; sources of funding; date and conditions of sale; microclimatic zones, land arrays, pro-
vision of engineering and transport infrastructure, distance to markets and primary processing
of products, availability of labor resources, conditions of use of the adjacent territory; size and
configuration, slope steepness, exposure, groundwater level, flooding, wind direction, fertility,
quality, physicochemical properties, typical set of crops in the region of land plot location.

4.6. Increasing the efficiency of fiscal regulation of agricultural land use

In European countries, spatial planning is widely used, which simulates the socio-economic de-
velopment of the community for effective fiscal regulation of land use, including agricultural. In the
European Union, the concept of spatial planning includes public policy and a set of actions to regu-
late activities in a particular space and to establish relationships between them (EU Compendium of
Spatial Planning Systems and Policies, 1997, p. 156). Balancing regional policy and land use planning
requirements take place at European, national and local levels. Trends and directions in the evolution
of spatial planning and spatial management systems and new typologies in Europe, synergies and
antagonisms between EU policy and national spatial planning and territorial governance, and cross-
engagement between EU cohesion policy and spatial planning practices, have recently been on the
agenda European Planning Communities (Auzing, 2019, p. 3). In Germany, community use plans are
being developed that its show the current and possible use of land, as well as possible tax revenue.
In Poland, directions for the spatial organization of the commune’s territory are being developed. Itis
one of the directions, which is to provide the authorities with complete information on land plots for
their effective taxation. In Croatia, decentralization has also taken place, and its regional authorities
are developing documentation on the spatial planning of municipalities. Thus, in European countries,
where the authority decentralization has taken place, there is a spatial development of the territory
based on architectural planning documentation. It allows to have up-to-date information on existing
and projected land use within the municipality. Simultaneously, local authorities can legibly deter-
mine the income from land tax and rent. The authors of the article conclude that spatial planning and
development contribute to effective fiscal regulation of land relations within a particular municipali-
ty. Scholars A. Krysovatyy et al. (2020) argue that «thanks to tax reforms, the government in Ukraine
has managed to support the growth of budget revenues» (p. 55). However, the issue of full provision
of information on land plots of local authorities remains unresolved. The transfer of agricultural land
from state ownership to communal ownership took place, but there is no actual information about
the boundaries of the newly created territorial communities. Legislative regulation of this issue took
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place on the basis of the Law of Ukraine «On Improving the System of Management and Deregulation
in the Sphere of Land Relations» (2021). Therefore, Ukraine will develop complex plans for the spatial
development of the territories of the united territorial communities, which will provide local authori-
ties with complete information about land plots within them and will allow to accrue land tax and rent.
The clarity of possible types of land use within territorial communities will not only attract investors,
but will also allow the authorities to predict fiscal regulation of agricultural land use. Thus, Ukraine im-
plements the best European experience in decentralization of power and spatial development of the
newly created territories by adapting it to domestic realities.

5. Conclusions

We have identified two concepts of fiscal regulation of agricultural land use: the first - norma-
tive, the second - market. At present, the normative conceptis widely used in Ukraine. We propose
to change it to a market concept, which makes sense to exist when there is a market for agricultu-
ral land and prices for the sale of land plots are known on it. We propose to determine the market
value of land that has not been sold, using a methodological approach, which is based on com-
paring the sale prices of similar land plots. Fiscal regulation of agricultural land use, regardless of
the national context, is influenced by three components: determining the valuation of land, set-
ting land fees and the amount of budget revenues. The first component involves the formation of
the concept of land value at the national level. Many countries around the world conduct a cadas-
tral assessment, which determines the normative value of land, which is, certainly, different from
the market value. For developed European countries with a well-established market economy and
an efficient market of agricultural land, market value or market rent can be used as a basis for as-
sessment. For countries with economies in transition, where the land market is absent or just run-
ning, itis appropriate to use normative monetary valuation as a basis for determining land tax. The
second component focuses on balancing the interests of local governments and rural businesses
in setting land tax and rent rates that will promote both rural development and agricultural produc-
tion without being a heavy tax burden. The third component focuses on the effectiveness of fis-
cal policy, which becomes a source of filling the budget of local communities. It is obvious that the
fiscal regulation of agricultural land use in Ukraine will be effective under the following conditions:
1) providing the government of territorial communities with reliable information about the available

areas of agricultural land;
2) actualization of the normative monetary valuation of agricultural lands within the united territo-

rial community;
3) setting the rate of land tax and rent, taking into account the financial and economic results of

agricultural enterprises;
4) preferential stimulation of rational use and protection of lands;
5) state support for the transparency of fiscal policy, tax planning and administration.
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