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FORMATION OF AGRICULTURE LAND MARKET
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Theoretical issues of forming agricultural land market are researched. Problems of formation and functioning
of agricultural land market in Ukraine are considered. Factors affecting the development of agricultural land
market are systematized. The need for state regulation of agricultural land in the country is emphasized. It
was established that only the actual owner of the land can become truly master of it, and agricultural land
market is an objective mechanism of selection of effective forms of management.

Keywords: land market, agricultural land, land relations, land reform.

Problem statement. The central aspect of the
current economy of Ukraine is the forma-
tion of an ordered land market. It is necessary to
recognize the fact that the development of private
ownership of land in Ukraine has become uncertain
and protracted. The introduction of a moratorium
on the sale of agricultural land has put a number
of unresolved problems on the issue of undeveloped
market infrastructure and land relations.

Equally important is the fact that public trust in
authorities is at a low level. Excessive levels of cor-
ruption became the root cause of psychological be-
liefs in the minds of the population. This in return,
will further exacerbate the polarization of incomes
Ukraine. In other words the successful formation
and development of agricultural land depends on a
combination of different factors taking into account
of which is the basis for the successful development
of the agricultural sector in general. This became
the reason that in Ukraine there is no favorable
environment for the formation of a land market.

Analysis of recent researches and publications.
Studies of formation and development of land mar-
ket in Ukraine showed that today there is no unity
of opinion on market formation, competitive meth-
odological research on selected issues are abscent.
Some aspects of land markets are covered in the
writings of V. Budzyak [1, p. 119], who considers the
market of agricultural land as a system of econom-
ic, legal, organizational, economic and administra-
tive relations between subjects of private, state and
municipal ownership in order to transfer or sale in

certain conditions of rights of ownership of agricul-
tural land. M.M. Fedorov [2, p. 9] understands the
process of determining land’s value and recognition
of land capital as a land market. L.Ia. Novakovskyi
[2, p. 7] puts in the concept of market economic re-
lations that appear in the process turnover of land.
D.S. Dobriak [2, p. 3] understands land trading oper-
ations as a land market. B.I. Paskhaver [3, p. 49] un-
derstand the term «land market» as a combination
of land relations that allow you to implement the
title of the landowner to obtain a market advantage.

Highlights of unsolved aspects of the problem.
In particular, a number of issues related to the
study of certain aspects of forming agricultural
land market remain unresolved.

The goal of the article. The main purpose of the
article is to deepen the theoretical and methodologi-
cal foundations and develop practical recommenda-
tions for development of the agricultural land.

Presenting main material. The land market is
an area of actions of economic relations that arise
in the course of its handling. «The land market»
and «circulation of the earth» are different in
content concepts. The first is wider and includes,
along with the system of land transactions also the
mechanisms and infrastructure that provide them.
In this concept of land turnover, in fact we distin-
guish a set of transactions with land (land plots,
the right to land share, land rights).

Need to study individual components of the
land market, which include rent and mortgage re-
lationships is required.
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Mortgage relations have a long history. They are
an integral part of modern economies. Terminolog-
ical analysis of definition by domestic and foreign
scientists such economic categories as «mortgage»,
«mortgage market», «mortgage», which was con-
ducted by us showed that they are characterized
by a lack of unity in their understanding. This is
due to the complexity and variety of the latest
approaches to their research.

According to the Law of Ukraine «On Mort-
gage» mortgage is a type of enforcement obliga-
tions of the real estate that is owned and used by
the mortgagor under which the mortgagee has the
right in case of default by the debtor provided
with mortgage obligation to obtain satisfaction of
their claims by the mortgage mainly before other
creditors of the debtor in the manner prescribed
by law [4, p. 56-72.].

Mortgage right to lease agricultural land has
its own features. So, the land fund of Ukraine, ac-
cording to the State Agency of Land Resources of
Ukraine (form # 6-land) as of 01.01.2013 totaled
60.4 million hectares, of which 28.9 million hectares
(47.8%) were in state property, 31.4 million hec-
tares (52.2%) are the property of citizens and 0.06
million hectares are in the use of legal entities. Of
the total area of privately owned land 13.6 million
hectares (44.1%) are used for agricultural produc-
tion and 15.9 million hectares (51.1%) are leasehold
agricultural enterprises. Agricultural business-
es use only 19 600 hectares of land in ownership.
Thus, the spatial basis for agricultural production
is land that is privately owned by citizens. More
than 99% of land use of agricultural producers is
formed on the lease of land owners of land shares.

The economic essence of land mortgage is the
efficient organization of relations that occur in a
particular area, involving land resources relevant
to ownership of the land at different scales and
with different functional content in the process of
economic relations of land and mortgage market.
Their level is determined by the degree of eco-
nomic and legal relations in the country, condition
of the land factor (availability of sustainable land
management of agricultural enterprises, farms,
formed on land lease rights) and the nature of
land relations.

International practice also shows that during
the implementation of mortgage relations two
types of obligation enforcement by real estate
are used — based on pledge acts and based on the
trusts implementing acts [5, p. 46—67].

The main elements of the full functioning land
market are: availability of land as an object of sale;
socio-economic motivation of market sellers of land
to enter the land market; the presence of solvent
buyers of land; creation of necessary market infra-
structure of the land market; establishment of equi-
librium pricing options for different categories of
land, their differentiation; organizational and legal
mechanism for registration of transactions and civil
functioning land market; government regulation of
the land market at the national and local levels [4].

In order to perform the correct resolution of
the land market, we must consider internal and
external factors affecting its development, which
we believe are appropriate to organize into four
groups: environmental, economic, social and legal.
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Environmental factors include factors that allow
us to give a qualitative assessment of soil fertility.
The level of supply and demand of a land plot is
influenced by the composition and type of soil, by
the level of contamination and by the ecological
policies of land. It should be noted that the for-
mation of land prices advocates that with proper
handling of land resources, they do not lose their
value, as it happens with other material means of
production. And in terms of rational and efficient
use — level fertility will not only remain at a con-
stant level, but also will grow.

If economic activity of the land user leads to
degradation of soil, the environmental policy of the
user will have a significant impact on the forma-
tion of supply and demand for agricultural land.

We believe it is appropriate to attribute the
factors that affect the price of land to the econom-
ic factors as the most important factors influencing
supply and demand. Economic factors affect the
land, as the conventional unit, abstracting from
the structure and type of soil or the level of their
contamination.

To the legal factors we should include those
that are related to the relations between the state
and economic entities and population. And the
state in the process of agricultural land use can
act as the seller of land (if the moratorium will
be lifted on January 1, 2017) and as a land user
(through the creation of state farms, income from
which will come to the state budget), as a land-
lord (transferring the right to use land along with
all the risks, while receiving rent), as controlling
and stimulating authority (levying fines on viola-
tors of the law and giving incentives to farms that
practice sustainable land use) and as a buyer of
agricultural products (through the mechanism of
public procurement).

It should be noted that all the mentioned fac-
tors are somehow related to the social sphere. In
return, it provides the components of economic
activity such as human resources and consumers
of the final product. Times are economically un-
certain. Therefore, greater attention needs to be
paid to studies of issues, composition and type of
soil issues are relatively clear, but factors as the
level of contamination and of the land user policy,
should be given more attention.

Distinction between need and demand for ag-
riculture and non-agriculture is required. Thus,
agricultural demand occurs in those areas of land
that are suitable for the implementation of agri-
cultural activities. Agricultural demand is derived
from the demand for agricultural products, which
in turn is inelastic (i.e., the amount of agricultural
products will decrease slightly with rising prices).

The activities of the state in the land market
should be aimed at forming the host that is capable
to provide the population with necessary food, and
industry — raw materials, that are the basis of effec-
tive functioning of the agricultural sector in the pro-
cess of building a socially oriented market economy.

However, the existing legislation and some le-
gal conflicts regarding the right of ownership, lack
of infrastructure in the relevant market segment
slowed development of commodity-money rela-
tions. This, in return, significantly influenced the
decline of collective labor efficiency under condi-
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tions of private ownership of land, disparities of
income distribution level of development of pro-
ductive forces and production relations and land
that caused controversy in their development at
a certain stage of the market economy. Lack of
basic motivational factors improving the efficien-
cy of agricultural production has led to a certain
disharmony of the market economy in agriculture.

The process of transformation of the market
economy in the agricultural sector for the period
1991-2015 showed government conducted a num-
ber of measures to create land relations for ef-
fective functioning that influenced the change of
ownership structure in the agricultural sector.

In recent years, the most effective instrument
for creating the optimal size of the of land use is of
agricultural in Ukraine is producers lease. Today
in Ukraine it is the basic form of implementation
of economic and legal rights to land, especially ag-
ricultural land.

According to the State Geodetic Cadastre as
of 01.07.2015 in Ukraine signed 4471500 leases of
agricultural land private ownership (shares) with
total area of 16597000 hectares (the average size
of land leased 3.6 hectares). The average rent was
786 UAH/hectares per year. Also 56,053 contracts
of state-owned land lease with the middle-rent of
1351.6 UAH /hectares per year were signed.

According to the Ministry of Justice for
2013-2015, 832.551 plots of land with total area of
3,513,015.64 hectares (more than 99% are agricul-
tural land) were registered and transferred to lease.

Much attention is paid to the development and
effectiveness of leasing relations with the state,
as leases are typical to countries with highly de-
veloped market relations and Eastern Europe-
an countries. In the US in 1982 the total area of
leased land was 154.7 million hectares, accounting
for 38.7% of the total area of farms. Rents in 1986
reached 6.7 billion dollars, or 35.5% of the total
amount of farm payments. Rental relations became
wide spread in Slovakia, Czech Republic, Bulgaria
and Hungary, where 79% of agricultural lands are
leased. In 2002 the rent in Germany increased by
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13% to an average of lands in Eastern Germany,
that is 122 euros per 1 hectare [6].

At the same time the registration of the lease
should be further simplified. Considering these
specificities of acquisition of land rights, the state
must develop new approaches to the design of land
lease, which would be a cheaper and an easier pro-
cess for acquiring rights to land use and would
make it easier for competitive access to land use.

In land relations the interests and guarantees
of producers who work on the land should be bal-
anced and on the other — the interests of its owners
should be protected. And it is at least still possible
to solve through the mechanism of the lease. It is
about formation of stable lease relations, harmo-
nization of the terms of agreements, including on
separate tracts of land. The current inconsistency
in terms of effective work only hinders tenants.
To increase the investment attractiveness and eco-
nomic impact of agricultural land is necessary to
improve the mechanism of their lease. [7, p. 11-18]

Establishing a transparent market of agricultural
land — is not only selling them and is not just selling
them, it is primarily the possibility of effective control,
with the transfer of land in long lease as an option of
it. Thus, the «land market» — is not only buying and
selling but also rent, mortgage, exchange, donation
and inheritance privatized land for personal gain.

Conclusions and suggestions. Thus, the state
of the agricultural land is in need of government
regulation of land relations through the adoption
of certain legislative acts including the Law of
Ukraine «On Land Market» and relevant normative
and methodical documents that will provide input
of land into economic circulation. Amending the
Law of Ukraine «On Land Lease» and «On Land» is
required to use the mechanism for the settlement
of payments for land plots and efficiency of their
use that will increase the value of land and affect
their demand during active operation of commodi-
ty-money relations segment of agricultural land.

Further researches should focus on the opti-
mization of land use on the basis of sustainable
development.
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YopHOMOpCERMII nepskaBHMUI yHiBecuTeT imeHi Ilerpa Mormmm

®OPMYBAHHA PTHRY 3EMEJIb CIJIbCbROT'OCIIOJAPCBROI'O ITPMSHAYEHH

Anorangis

HocuisxeHo TeopeTUyHi NUTAHHA (POPMYBaHHA PUHKY 3€MeJb ClIbChKOTOCIIONAPCHKOTO IpM3HAYeHHA. Po3-
IJIAHYTO npoOJsieMy (POPMyBaHHA Ta (PYHKIIOHYBaHHA PUHKY ClJIbCHKOTOCIONAPCBKMUX 3€eMeJsib B YKpaini.
CucreMaTu30BaHO YMHHUKM BIUIMBY Ha PO3BUTOK PUHKY 3€MeJb CiJIbCBKOTOCIONApPCBKOTO IIPM3HAYEHHA.
Harogsomreno Ha HeoOXiZHOCTI [epiKaBHOTO PEryJIIOBAHHA PUHKY CiIbCbKOTOCIIONAPCBHKUX 3eMeJsb B KpaiHi.
BcranoBsieno, 1o Jsmine peaJsibHMII BJIACHMK 3€MJII 3MOKe CTaTM MiICHO TOCIIOlapeM Ha Hill, a PUHOK
ClJIBCBKOTOCIIONAPCHKUX 3eMeJIb Oyie 06'eKTUBHIM MeXaHiZMoM Binbopy edeKTUBHMX POPM rOCIOfaPIOBAHHA.
Kaio4oBi ciaoBa: prHOK 3eMJli, 3eMJIi CiJIbCbKOTOCIONAaPChKOTO IIPU3HAUEHH A, 3eMeJIbHI BiTHOCKHY, 3eMeJib-
Ha pedpopmMma.
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YepHOMOPCKUIT TOCyJapCTBeHHbI yHUBecuTeT MeHy Iletpa Mornmisl

®OPMIPOBAHIE PLIHKA 3EMEJIb CEJbCKOX03AVICTBEHHOI'O HASHAUYEHU

AHHOTaAIA

VlccnenoBaHO TeopeTHdecKye BOIPOCHI (POPMMPOBAHMA PUHKA 3€MeJb CEJIbCKOXO3AMCTBEHHOIO HAa3HAYUEHNS.
PaccmoTpeno nmpobiiemy popMupoBaHUA U (PYHKIMOHMPOBAHMA PUHKA 3eMesb B YKpanue. CucreMaTusmupoBa-
HbI (PaKTOPBI BIANAHNUA Ha PAa3BUTIE PHIHKA 3€MeJb CeJIbCKOX03AMCTBEeHHOr0 HagHaueHua. OTmeueHa Heobxomm-
MOCTB TOCYZIaPCTBEHHOIO PETyJIMPOBAHMA PHIHKA CEJIbCKOXO3AMCTBEHHBIX 3€MeJb B CTPaHe. Y CTAaHOBJIEHO, UYTO
TOJIBKO PeaJIbHbIN BJlajieJiel] 3eMJIM CMOYKeT CTaTh JEeCTBUTEJIbHO XO03AMHOM Ha Hell, & PbIHOK CeJIbCKOXO03dAM-
CTBEHHBIX 3eMeJib OyZileT 00 beKTUBHBIM MEXaHN3MOM 0TO0pa 3(peKTUBHBIX (POPM X03AICTBOBAHMA.
KuroueBrle c10Ba: PEIHOK 3eMeJlb, 3€MJIM CeJIbCKOX03AICTBEHHOTO Ha3HAUYeHNs, 3eMeJIbHble OTHOIIEHNs, 3e-
MeJibHaA pedpopMa.



