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THE ROLE OF LAND PAYMENTS FOR RURAL DEVELOPMENT 

 

 The receipt of land tax and land rent is one of the main sources of local budgets 

fulfillment in order to execute the United Territorial Communities (UTC's) functions 

and responsibilities for rural residents. The amount of land payment depends on the 

area of available land, its normative monetary valuation and the size of the rent. If the 

monetary assessment is determined by the Cabinet of Ministers of Ukraine on the 

basis of a special methodology, and the rates of land tax with the tax code, then the 

rent amount for the lands of state and communal property is established on the basis 

of the results of land tenders (auctions). 

The land tax has its own history. It was introduced by the Law of Ukraine "On 

Land Fee" of July 3, 1992, № 2535 [15]. Considering the subject of our study, it is 

expedient to dwell on it in more detail, despite the fact that from 1 January 2011 the 

present law has expired in accordance with the Tax Code of Ukraine dated 

02.12.2010, №2755 [20]. After all, on his example one can consider directions of 

transformation for the institutional and legal mechanism of land relations regulation 

for the whole transitional period from the administrative-planning to the socially 

oriented market economy in the part of observance by the state of the basic principles 

of ecologically sustainable development of rural territories.  

Consequently, this Law (Art. 22) provided that the funds from the payment for 

land received on special accounts of local budgets should be used exclusively for the 

following needs: financing of measures for rational use and protection of land; 

increasing of soils fertility; conducting the state land cadastre; implementation of land 



management and land monitoring; creation of a land innovation fund; attention to 

economic incentives for land owners and land users to improve land quality and 

increase soil fertility; compensation of expenses incurred as a result of conservation 

of land. A separate rule of the law under our consideration were the fines at the rate 

of 100% of the non-intended use of the sums received from the land taxation passed 

to the relevant budget, which should also be directed towards the financing of 

environmental protection measures [4, 7]. 

These norms were reinforced by a special decree of the Supreme Council of 

Ukraine of June 22, 2000, №1825 "For information to the Cabinet of Ministers on the 

state of implementation of the Law of Ukraine "To the priority of social development 

of the village and agro-industrial complex in the national economy" and food security 

of Ukraine." In particular, it was recommended to the Government "to ensure the 

targeted use of funds received from payment for lands, in accordance with the current 

legislation" [16]. However, other laws on the state budget (from 17.02.2000, №1458 

[17] and 07.12.2000, №2120 [18], the highest legislative authority of the country 

suspended the operation of art. 22 of the Law of Ukraine "On Land Fee", by 

channeling funds to the state budget in order to cover its deficit and other current 

needs not related to investments for restoration of land resources and environmental 

protection measures [15]. 

We should note that at that time there were the significant sums that were 

growing annually. If in 1996 the total land tax amounted to 602.9 million UAH, in 

2000 - 1.4 billion UAH, then in 2001 it was already 1.6 billion UAH, or more than 

2.6 times against the base period. By the average exchange rate at that time ($ 1 / 

5.33 UAH) it was more than $ 300 million USA. By the way, the indicated amount is 

almost equivalent to the receipt of the same tax to local budgets in 2017 - UAH 

8881.6 million, but in recalculation on the average price of the dollar for this year, 

which was equal to 26.62 hryvnia. 

However, the funds allocated for land protection measures were insignificant in 

view of the problems of environmentally safe land usage in Ukraine [1, 2, 3]. For 

example, for the state budget in 2001, under the heading of expenditures on 



protection, rational use and improvement of agricultural land and land reform, UAH 

35.1 million or only 2.7% of revenues was expected from land lease payments. In 

fact, according to the State Treasury of Ukraine, even less was allocated to these 

goals - UAH 29.7 million, which is 84.6% of the planned volume [10, p. 130-131; 5]. 

We conclude that the land tax implements mainly fiscal appointments, without 

sufficiently stimulating and regulating functions aimed at the rational use of 

agricultural land and the equalization of economic conditions in various climatic 

zones with different levels of development of market infrastructure. Ultimately, this 

did not contribute to the balanced development of rural areas, since the dependence 

of the size of the land tax on the amount of rental income received by landowners and 

land users was lost. In other words, a private or legal person, receiving comparatively 

higher income under the same conditions of business with other contractors, may pay 

a lower tax to the local budget. This violates at least three principles of the taxation  

system – a) equality of all payers before the law, b) neutrality of taxation and c) 

social justice [3, 8]. 

The state of observance in practice of environmental norms regarding 

agricultural land, provided by other legislative acts, including the Law of Ukraine on 

Land Conservation of 19.06.2003 №962 [19], shows the level of their degradation 

due to the institutional inability of the state to ensure effective control over the proper 

use and protection of land, compliance with legislation in the field of environmental 

protection, ecologically safe use, reproduction and protection of natural resources, 

etc. 

According to the Tax Code of Ukraine land tax is levied in the form of land tax 

and rent [20]. As part of financial decentralization, starting from January 1, 2015, 

100% of these payments are directed to the needs of local budgets as part of a 

property taxation. 

Data visualization (Fig. 1) on the receipt of land tax to local budgets shows the 

following: a) its volume in 2019, in comparison with 2010, has almost 4.4 - from 

UAH 3051.3 million to UAH 13349.6 million; b) the growth rate of this tax from 

enterprises significantly outstrips the income from individuals, which in sequence 



gives the backgrounds for concluding that they have more significant financial 

participation in sustainable rural development; c) there is a steady trend to equalize 

the redistribution of rental income in favor of village (town) councils and councils of 

UTC. 

 
Fig.1. Income of land tax to local budgets of Ukraine (2007-2019) 

Source: calculated by the author according to the data of the State fiscal service of Ukraine [12, 13]. 

The second form of land payment – is a rent, as a part of the mechanism of land 

relations state regulation, plays a particularly important role in the balanced 

development of rural areas. Lease payments fulfill the same functions as taxes in 

general. They stimulate the development of various forms of land tenure and land 

use, which encourage higher productivity of land, labor, capital, entrepreneurial 

skills, scientific and technological achievements, information resources and other 

economic and natural factors. The regulatory function through redistribution of 

capital promotes rational land use, diversification of production, helps to smooth the 

seasonality of agriculture and the labor market of rural areas. And this, in sequence, is 

important for stable operation and equal income of working capital for timely 

payment for wage earners, payment of taxes and fees, payments for land leases, etc. 

Accumulation of funds on the accounts of villages, town councils and councils of 

UTC provides an opportunity to realize the necessary investment projects for the 

rural community. The financial self-sufficiency of the primary link in the system of 

government authorities, both from an economic and social, environmental point of 
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view, is a key to the well-being of rural households, adherence to the principles of 

sustainable development of regions and the state as a whole [3, 5]. 

It is important to emphasize the considerable reserves for lack of revenues to 

local budgets from the rent for land owned by the state. After all, the size of rent 

payments for land purchased outside the competition, as a rule, is less than 1.6 times 

than for the right to lease, purchased on land deals and 1.2 times compared with the 

lease of land shares. From a formal point of view, this is devoid of logic, since the 

terms of the lease agreements of state-owned land are much longer than private land 

shares. In addition, the average size of the leased land plots of state ownership is 

almost 4 times higher. Obviously, there is an unjustified understatement of the rent 

amount by landlords, who reduces the financial capacity of local budgets with 

subsequent negative consequences for sustainable rural development. 

The introduction of land tenders (auctions) eliminates the so-called "human 

factor". The mechanism of sales the lease rights of state-owned land on electronic 

land tenders has already been worked out. Thus, according to the data of the 

StateGeoCadastre of Ukraine, the sales number of rights to lease agricultural land of 

state ownership in 2017 amounted to 1,837 units the total area of 42.5 thousand 

hectares. In total, 2865 lots were auctioned, with an area of 66.0 thousand hectares, 

but 9.7% of lots of auction results were canceled due to non-payment of funds or the 

refusal of the winner to conclude a lease agreement, another 26.1% auction lots 

canceled by the organizer, or recognized as not occurring [3, 14]. 

The average size of the land plot, the right to lease on what is already sold, is 23 

hectares with a coefficient of variation of 7.13 (from 11.5 hectares in the Cherkasy 

region to 82.0 hectares in the Zhytomyr region). The size of the rent in 2017 was 

2793 UAH / ha. At the same time, the annual rent on the results of land auctions on 

average in Ukraine in 2017 reached 14.7% of the normative monetary valuation 

(NMV) at the starting point of 7.7%, and in 2018 already reached 19.1% of the 

NMVs. For comparison: the rent for land shares in 2017 amounted to 1093 UAH / 

ha, or 3.6% of the NMV, which is less than 1700 UAH and 11.1 p., respectively.  



Most of the leased land of state ownership are used for commercial agricultural 

production (826 thousand hectares) and farms (445.8 thousand hectares), and much 

less for kitchen gardening, gardening and cattle breeding. 

The influence of the change in the mechanisms for collecting land taxation and 

rent for the use of state lands to the dynamics of total revenues from land payment to 

local budgets and their ratio for 2012-2019 is reflected (table 1, fig. 2). 

Table 1 
The share of land payment in total income to local 

budgets and its structure (2012-2019) 
Year Fee for land, 

UAH Million 
The share of land tax in 

the structure of land 
payment 

The share of rent in the 
structure of the payment 

for land 
 % Change in 

rate, p.p. 
% Change in 

rate, p.p. 
2012 12581.7 28.7 100 pp . 71.3 100 pp . 
2013 12802.9 28.7 0.0 71.3 0 , 0 
2014 12083.9 26.3 -2.4 73.7 2.4 
2015 14831,5 25.2 -1.1 74.8 1.1 
2016 23323.7 26.3 + 1.1 73.7 -1.1 
2017 26384.5 36.6 + 10.3 63.4 -10.3 
2018 27321.1 36.1 -0.5 63.9 +0.5 

2019 32835.7 40.7 +4.6 59.3 -4.6 

Source: Arranged by the author according to the annual reports on the implementation of the 
state budget for 2012-2019 [13].  

 

 
Fig.1. The share of land tax and of rent in the structure of land payment 

(2012-2019) 
Source: Arranged by the author according to the annual reports on the implementation of the 

state budget for 2012-2019 [13].  
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Despite the increase in land payment more than in 2 times - from UAH 12.6 

billion in 2012 to UAH 26.4 billion in 2017 (incl. Individuals - 13%, legal entities - 

87%), its share in total revenues to local budgets even slightly decreased (by 1 

percentage point). This was obviously due to financial decentralization, in which state 

support for community development and infrastructure development in 2017 

amounted to 16.1 billion UAH, which is 8.8 billion UAH (2.2 times) more than in the 

previous year. Of these figures, 6.2 billion UAH is subventions for socio-economic 

development, 4.0 - subventions for the development of medicine in rural areas, 3.5 - 

investments of the State Fund for Regional Development, 1.5 billion UAH - for the 

infrastructure of the UTC. The remaining funds are directed at education, culture, 

physical culture, development of sectorial regional policy, etc. 

A very important part of budget decentralization is the redistribution of some 

state-level taxes in favor of local budgets. In particular, it concerns rent payments for 

the extraction and use of natural resources. 

Analyzing the data on the land payment structure shows an increase in the share 

of land tax from 28.7% to 36.6% (by 7.9 p.p.). Accordingly, the share of land rent 

decreased. Although, during the analyzed period and in the results of 2017, it 

dominates in the ratio of 63.4% to 36.6%. 

For 11 months of the current year, local budgets received UAH 25.0 billion, or 

3.3% more than during the corresponding period of last year. Of the 19 regions that 

provided the growth rate of land payment above the average in Ukraine, more than 

10% of the growth was achieved only in 6 regions [12]. 

It should be noted that according to the Ministry of Regional Development, the 

share of local budgets (with transfers) in the consolidated budget of Ukraine has a 

steady tendency to increase. For example, in 2017, it is 51.2% compared to 45.6% in 

2015. The share of local taxes and fees in local government revenues (general fund) 

also increases. In the same year, it reached 27.3%, against 0.7% in 2014. 

Conclusions. Land fee paid to local budgets in the form of land tax and lease 

payments plays an important role in ensuring the financial self-sufficiency of 

territorial self-governance bodies. After all, state-wide decentralization is essentially 



the centralization of educational, medical, cultural, administrative and other services 

in UTCs, which, on average, combine up to six rural settlements. All these require: a) 

changes in approaches to the administration of land taxation and rents for agricultural 

land in order to ensure that the tax system performs its functions and observes its 

fundamental principles; b) completion of work on the determination of the boundaries 

of the village settlement network with the development of the relevant technical 

documentation and incorporating the records into the State Land Cadastre; c) 

strengthening the state control over compliance with land and tax legislation. 

The prospective direction of the investigation is the scientific and 

methodological support over the land relations regulation mechanism, taking into 

consideration the market establishment of agricultural land plots throughout the 

context of imperative principles of sustainable rural areas development.  

 

References. 

1. Alonso, G. C. and Masot, A. N. (2017), Towards Rural Sustainable 

Development? Contributions of the EAFRD 2007–2013 in Low Demographic 

Density Territories: The Case of Extremadura (SW Spain). Sustainability, vol. 9, 

pp. 1173, https://doi:10.3390/su9071173 

2. Campana, R. P. and Valenzuela Montes, L. M. (2014), Agro-urban open space as 

a component of agricultural multifunctionality. Journal of Land Use Science, 

[Online], vol. 9, Issue 1, pp. 82–104, available at:  

http://www.tandfonline.com/toc/tlus20/9/1 

3. Khodakivska, O. and Mohylnyi, O. (2018), The Modern State Agricultural 

Policy of Ukrainia: problems of countries with transition economy. Public policy 

and administration. vol. 17, no. 4, pp. 526–538.  DOI: 

https://doi.org/10.13165/VPA-18-17-4-03 

4. Khodakivska, O.V. (2012), Natural-resource potential of rural territories in the 

context of  ensuring  their  sustainable  development.  Sustainable development 

of the economy, vol. 4, pp. 161-165. 

https://doi:10.3390/su9071173
https://doi.org/10.13165/VPA-18-17-4-03


5. Khodakivska, O.V. (2015), Ecologization of agrarian production, NSC "IAE", 

Kiev, Ukraine. 

6. Kononenko O. (2019), Transformation of the mechanism of land 

relations regulation in the context of rural sustainable development. Agricultural 

and Resource Economics. Vol. 5, № 1. P. 19-36. 

7. Lupenko, Yu.O. (2017), Status and prospects for sustainable development 

of rural areas. Ekonomika APK, vol. 6. pp. 5-10. 

8. Lupenko, Yu.O. and Khodakivska, O.V. (2015), The transformation of land  

relations in the agricultural sector (Analytical Review), NSC IAE, Kyiv, 

Ukraine. 

9. Mamonov,V.V. and Kozhurina, V.M. (2018), The issue of land decentralization. 

Theory  and Practice of Public Administration,  vol. 1 (60). pp. 1-6. 

10. Mohilny, O.M. (2002), State regulation of agrarian production in the period of 

the economy transformation, IAE UAAS, Kyiv, Ukraine. 

11. Palmisano, G.O., Govindan, K., Boggia, A., Loisi, R.V., De Boni, A. and Roma, 

R. (2016), Local action groups and rural sustainable development. A spatial 

multiple criteria approach for efficient territorial planning. Land Use Policy, vol. 

59, pp. 12–26, https://doi.org/10.1016/j.landusepol.2016.08.002 

12. Revenues of local budgets for 11 months exceeded the revenues received for the 

whole (2017),  [Online], available at: http://www.minregion.gov.ua. 

13. State Treasury Service of Ukraine (2018), Annual Reports on the State Budget 

Execution for 2012-2017, State Treasury Service of Ukraine, [Online], available 

at:   http : // www . treasury. gov.ua  

14. Statistical Yearbook (2018), Land Relations Monitoring in Ukraine, World Bank 

Group, Kyiv, Ukraine. 

15. The Verkhovna Rada of Ukraine (1992), The Law of Ukraine "On Land Fee", 

available at: http: // zakon.rada.gov.ua /laws/show/2335-12.  

16. The Verkhovna Rada of Ukraine (2000), Resolution of the Verkhovna Rada of 

Ukraine "On Information to the Cabinet of Ministers on the Status of 

Implementation of the Law of Ukraine" On the Priority of the Social 

https://doi.org/10.1016/j.landusepol.2016.08.002
https://translate.google.com/translate?hl=ru&prev=_t&sl=uk&tl=en&u=http://www.minregion.gov.ua


Development of the Village and the Agro-Industrial Complex in the National 

Economy "and Food Security of Ukraine", available at: http: // zakon.rada.gov.ua 

/laws/show/1825-14. 

17. The Verkhovna Rada of Ukraine (2000), The Law of Ukraine "About the state 

budget of Ukraine for 2000", available at: http: // zakon.rada.gov.ua 

/laws/show/1458-14.  

18. The Verkhovna Rada of Ukraine (2001), The Law of Ukraine "About the state 

budget of Ukraine for 2001", available at: http: // zakon.rada.gov.ua 

/laws/show/2120-14.  

19. The Verkhovna Rada of Ukraine (2003), The Law of Ukraine «On the protection 

of land», available at: http: // zakon.rada.gov.ua /laws/show/962-14. 

20. The Verkhovna Rada of Ukraine (2010), The Tax Code of Ukraine, available at: 

http://zakon.rada.gov.ua/laws/show/2335-17.  


