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Ivan Kostyashkin (Ukraine), Bogdan Derevyanko (Ukraine), Vasyl Hrudnytskyi
(Ukraine), Tetiana Shlapko (Ukraine)

ECONOMIC AND LEGAL
MECHANISMS FOR EFFECTIVE USE
OF LAND RESOURCES UNDER

THE CONDITIONS OF SUSTAINABLE
DEVELOPMENT IN UKRAINE

Abstract

Sustainable society development distinctly entails the issues of sustainable use of land
and especially soils, which are the place and condition of human activity, the means of
production that provide absolute value, and a unique natural resource. Ukraine pos-
sesses nine percent of the world’s black soil (chernozem) resources, which necessitates
the development of sufficient economic and legal mechanisms for their effective use in
ensuring food security within the country and worldwide, increasing the export poten-
tial of Ukraine subject to the soil quality restoration, and determines the scope of this
work. The land reform in Ukraine as a component of economic reform has led to a sig-
nificant deterioration of agricultural land, loss of humus from soils, their degradation,
and other negative consequences threatening the country’s economic security and gen-
erating socio-economic and demographic crisis phenomena, especially in rural areas.
Therefore, the study has identified priorities and has proposed the use of contractual
mechanisms in the field of sustainable socio-economic use of land resources.

The authors applied an integrated approach to the analysis of sustainable land use is-
sues to achieve the study objective. This led to the use of a wide range of methodologi-
cal tools, in particular, the dialectical method, the formal logical method, the logical
legal method and the methods of analysis, synthesis and comparison.

Defined provisions that determine the economic and legal mechanism of land use and
should be ensured in the process of sustainable development: meeting the needs of
landowners and other persons, including the priority needs - environmental and food
security; an increase in the area of land not involved in the economic turnover, the
adoption of measures aimed at the preservation and restoration of agricultural land,
in particular compliance with the requirements for crop rotation, and, in some cases,
their conservation; introduction of contractual relations in the field of land use.

Keywords sustainable development, efficient land use, land
ownership, contractual land use, land reform

JEL Classification k25,013, Q15
INTRODUCTION

The land acts as a place of human activity and is a unique source of en-
ergy, because it produces a biological mass under the action of the sun
and then generates biological energy, which is a necessary condition
for life, which, certainly, determines the characteristics of land own-
ership. The role and importance of land in the formation of absolute
and surplus value should be taken as the basis for developing the eco-
nomic and legal mechanism for regulating land relations, which will
be a key to the state’s food and economic security and a guarantee of
both its economic sovereignty and the leading position in world mar-
kets. Shulha notes that agricultural land, being a general condition
and subject of agricultural labor, as well as the basic and irreplaceable
means of agricultural production, is the basis of the national food se-
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curity. It is a unique natural resource, the foundation of the economic development of the state and the
material well-being of the Ukrainian people (Shulha, 2015).

At the same time, in the context of a deepening global environmental crisis, the efficiency of economic
activity as a whole and especially with respect to the land is being increasingly discussed in terms of en-
vironmental and social consequences. Humanity is becoming increasingly aware of the need to rethink
the entire philosophy of relationships between the society and the biosphere in the process of using
land resources, in general, and agricultural land, in particular, because the level of anthropogenic load
should be measured and compared with the potential of the soil for self-regeneration at the current stage
of agricultural land use development (Medvedyev, 2007, p. 54).

The basic principles in this area were shaped by the 1992 Rio de Janeiro Conference on Environment and
Development, which adopted the Rio Declaration on Environment and Development. The Declaration
enshrines a new understanding of the use of natural resources, which is not limited to simple con-
sumption, but is subject to the protective content of the relevant legal relations, i.e., meeting the needs
of citizens should not harm the environment and should not lead to depletion of natural resources (Rio
Declaration on Environment and Development, 1992). The conference adopted the Agenda 21 dated
June 14, 1992, which lays down the basic principles of sustainable development in the economic and
social spheres, and in the sphere of conservation and rational use of natural resources.

Particular attention in the area of ensuring sustainable development at the present stage should be paid
to the Association Agreement between Ukraine, of the one part, and the European Union, the European
Atomic Energy Community and their Member States, of the other part, dated June 27, 2014, which has
been ratified in Ukraine under the Law of Ukraine No. 1678-VII dated September 16, 2014 (The Law
of Ukraine “On Ratification of the Association Agreement between Ukraine, of the one part, and the
European Union, the European Atomic Energy Community and their Member States, of the other part”,
2014), which provides for cooperation to promote the development of agriculture and rural areas, in
particular, by promoting modern and sustainable agricultural production, taking into account the need
to protect the environment and animals, the spread of organic production and the use of biotechnology,
inter alia, by introducing best practices in these areas, promoting agricultural quality policy in the area
of product standards, production requirements and quality schemes.

The corresponding situation requires a new understanding of the content and role of land ownership,
guarantees a stable growth of the state, increasing the well-being of citizens and overcoming nega-
tive environmental and social phenomena. Current issues in the formation of the economic and legal
mechanism of land ownership require a theoretical analysis of the combination of public and private
interests in the use of land as the main national wealth by ensuring the economic, environmental and
social components of land ownership.

1. LITERATURE REVIEW

which the public environmental interest exists,
and, primarily, take into account the objective

Economic and environmental interests should
ensure the quality of life of the population.
Vasylyeva notes that environmental interests
cannot be secured apart from economic ones.
Protecting public environmental interest is sim-
ply impossible in an “autonomous mode”, out-
side the sphere of industrial relations. Therefore,
future policy-making must always take into ac-
count the real economic and legal framework, in
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laws and requirements of economic development
(Vasylyeva, 1999, p. 51). A certain balance of en-
vironmental interests and economic needs in this
case is undoubtedly provided by the concept of
sustainable socio-economic development, which
provides for certain restrictions on the exploita-
tion of natural resources, but these restrictions
are not absolute, they are relative and are relat-
ed, according to Brynchuk, to the current level of
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technology and social organization, as well as the
ability of the biosphere to cope with the conse-
quences of human activity (Brynchuk, 2010).

Nosik (2011) believes that the prospect of devel-
opment of land relations should be based on the
methodological and doctrinal foundations of the
functional land use for progressive economic de-
velopment. In fact, the land with its fertile layer
is the main wealth of the nation and the people,
which determines the public nature of the prop-
erty. Further, Nosik (2011) emphasizes the special
role of the right to private land ownership, which
is the economic and legal basis of freedom and
guarantees the private interests of a person. The
scientist identifies the methodological framework
for the implementation of property rights, in-
cluding free economic activity, independent pro-
duction of capital and its free distribution, the
combination of the landowner and the farmer in
one person, the absence of other taxes, except for
land rent in its monetary terms. Such approaches
form the foundation for a combination of public
and private interests in land ownership relations
and thus guarantee the provision of important so-
cial and economic functions for the preservation
and use of land by private owners for the purpose
of progressive social development (Nosik, 2011,
pp- 103-104).

The results of the paper of Miceli, Sirmans, and
Turnbull (1998) suggest that in most cases, land
registration is preferred to the recording system on
exchange and investment grounds, holding other
factors constant. Lambin and Meyfroidt (2011)
concluded that globalization can be harnessed to
increase land use efficiency rather than leading to
uncontrolled land use expansion. To do so, land
systems should be understood and modeled as
open systems with large flows of goods, people,
and capital that connect local land use with glob-
al-scale factors.

Sklenicka et al’s (2014) study demonstrates a
phenomenon that we call the Farmland Rental
Paradox, where very small parcels tend to cre-
ate large production blocks by being rented to
larger farmers, and therefore to significantly ho-
mogenize the land use pattern. The parcel size
established as the threshold for this phenome-
non is 1.07 ha. Below this threshold, the smaller
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the parcels were, the larger the blocks that they
tended to create. Using the example of the Czech
Republic, a state with extremely high farmland
ownership fragmentation, it is demonstrated that
this phenomenon can currently determine the
land use of up to 40% of the country’s farmland.
Our study also points to other countries where
this phenomenon may apply, especially the tran-
sitional countries of Central and Eastern Europe
(Sklenicka, Janovska, Salek, Vlasak, & Molnarova,
2014). Sklenicka review of relevant literature ena-
bles the further presentation of a list of 21 types
of land degradation and another extensive list of
the 37 most common causes of land degradation.
His work further presents an overview of harmful
consequences of high farmland ownership frag-
mentation, and possibilities for remedying the ef-
fects. These possibilities consist of eliminating or
mitigating those causes accelerating the fragmen-
tation process, defragmenting current land own-
ership, and remedying the effects brought by this
process (Sklenicka, 2016). Irwin and Bockstael
(2002) develop a model of land use conversion
that incorporates local spillover effects among
spatially distributed agents. The model is used to
test the hypothesis that fragmented patterns of
development in rural-urban fringe areas could be
due to negative externalities that create a ‘repel-
ling’ effect among residential land parcels (Irwin
& Bockstael, 2002).

2. METHODS

Two groups of scientific cognition methods were
used to prepare this scientific article - general
scientific methods (dialectical, systemic, logical
analysis and synthesis methods, formal logical,
structural and functional, and complex anal-
ysis), as well as special legal research methods
(comparative legal, concretization and inter-
pretation of legal rules, formal legal, historical
legal).

In general, a combination of the dialectic meth-
od, the formal logical method, the logical legal
method and the methods of analysis, synthesis
and comparison was used. These methods were
used to identify certain problems in the agrar-
ian sector of the economy; to determine the ca-
pabilities of the state, individual landowners
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and land users to ensure the sustainable use of
land resources on a contractual basis. The anal-
ogy and comparison were used to determine
the state of land resources and agricultural pro-
duction in Ukraine and the European Union
countries.

3. RESEARCH RESULTS

Rudenko (1998), the developer of the progress
energy theory, sharing the views of Francois
Quesnay, the founder of the physiocrats’ econom-
ic theories, derived the added value from nature
itself, i.e., the ability of the land to yield a harvest
and thus increase the wealth of the nation and
state. Quesnay’s followers considered the growth
of organic matter in agriculture to be an absolute
wealth (Rudenko, 1998, p. 486). The use of any
energy sources accumulated on the earth leads
to complete exhaustion. It is especially evident in
the last years of scientific and technological pro-
gress. Only the farming, subject to the respect for
the land and compliance with elementary tech-
nological requirements, in particular, crop rota-
tions, fertilization of soil, soil quality standards,
etc., is capable of both constant reproduction and
increasing the yield of agricultural products year
in year out.

Describing the process of production of material
goods due to soil fertility, Rudenko pays special
attention to market mechanisms of land manage-
ment. Nature, according to the scientist, can give
eternal life only to an economic system, in which
people do not work forcibly but are guided by
their hearts. Only the freedom produces wealth!
Where the producer is not a master of the fruits of
its labor — no matter how this formation is called
- the economic system must collapse (Rudenko,
1998, p. 404). It is quite appropriate to recall
Aristotle’s famous statement that “property is the
foundation of freedom”. The owner who works on
the land can provide a combination of economic
effect and positive environmental effects, includ-
ing soil quality and environmental safety. Given
market competition, only the qualitative soil will
allow an agricultural producer to expect a suffi-
cient harvest and competitiveness of its products.
At the same time, a binding to a specific land plot
obliges the producer to invest in improving soil

http://dx.doi.org/10.21511/ee.09(3).2018.05
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handling, crop rotation, improving the soil quali-
ty, thus ensuring a profitable business.

In particular, the main principles of the European
Union’s policy on land ownership, including agri-
cultural lands, are ensuring the right to free move-
ment of capital, opening and running a private
business and non-discrimination. Most European
Union countries do not impose legal restrictions
on the ownership of agricultural land (any indi-
vidual or legal entity can legally acquire and own
an agricultural land plot). Separate legal restric-
tions on the ownership of agricultural land may
only limit the number of potential buyers and
competition on the part of the agricultural land
market (Resolution of the Cabinet of Ministers of
Ukraine “Strategy for Improving the Management
Mechanism in the Use and Protection of State-
Owned Agricultural Lands”, 2017).

Instead, by proclaiming the redistribution of land
with its simultaneous transfer to private and col-
lective ownership to be the task of land reform in
Ukraine, the state actually ensured the develop-
ment of rental land use. After twenty-seven years
of land reform, the landowners were put aside
from land handling, and super-powered rental ag-
ricultural enterprises, which activities are gener-
ally aimed at obtaining super-profits, leaving en-
vironmental and social issues outside their field of
interest, entered the market. Describing the own-
ers of such enterprises, some authors, for example,
Maliyenko (2011) notes that, unlike the landown-
ers of past eras, they do not have estates in the vil-
lages and do not live there even temporarily. They
are not interested in the work of the peasants, the
social and cultural development of the village, the
favorable ecology of the agrarian territories. They
perceive the land as a production resource or an
object of speculation, and regard the village and its
inhabitants as an extra element, which presence in
the territory increases the cost of protecting crops
and material values (Maliyenko, 2011, p. 8).

The land potential concentrated in Ukraine signif-
icantly exceeds the European indicators for the ar-
ea of black soil, defining the agricultural prospects
of Ukraine, both for its own needs and for the
needs of the European Union, taking into account
the export data of agricultural products, which is
shown in Table 1.
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Table 1. Comparative characteristics of land use
in European countries and Ukraine
Source: Resolution of the Cabinet of Ministers of Ukraine “Strategy for

Improving the Management Mechanism in the Use and Protection of State-
Owned Agricultural Lands” (2017).

. The European

Indicator Ukraine Union countries
Ir_r?iﬂidoirﬁ?a/ctares 60,4 4374
ilion hectares 28 18

L
Grain exports, 348 38,5

million tons

Land use under any conditions should provide
for a certain positive effect. At present, the effi-
ciency of agriculture in Ukraine in terms of per
capita production is much lower than in advanced
European countries.

Table 2. Agricultural land use efficiency

Source: Resolution of the Cabinet of Ministers of Ukraine “Strategy for
Improving the Management Mechanism in the Use and Protection of State-
Owned Agricultural Lands” (2017).

. ¢ Production volume
i The agricultural area : .
: . . per capita engaged
per capita engaged @ ", icultural

in agricultural In agricultura

A production,
: production, hectares thousand euros

Country

At the same time, while working on his research
under the conditions of a state-run economy,
Rudenko somewhat absolutized the market and
considered the state, which assumes the functions
of an intermediary in marketing the crops (thus
destroying agriculture and depleting soils), the
greatest threat to an agricultural producer. We
agree with this approach, in general, but should
note that under modern conditions the state has
the obligation to harmonize and balance public
and private interests, including in land ownership
relations, since the assertion and maintenance of
human rights and freedoms is the primary obli-
gation of the state, and land is the main national
wealth. The state should perform controlling and
stimulating functions both at the stage of obtain-
ing of agricultural products and during their mar-
keting through the announcement of tenders for
the purchase of such products and the provision
of subsidies to agricultural producers, as it is done
in the European Union. Unfortunately, the nega-
tive experience of Latin American countries and
the development of large-scale rental agricultural
production in Ukraine shows that individual en-
terprises, not being landowners, do not fulfill their
social function in soil protection and production
of high-quality agricultural products in pursuit of
super-profits. (The Law of Ukraine “On the Main
Principles (Strategy) of the State Environmental
Policy of Ukraine for the period up to 20207, 2010).
Therefore, the state should exercise control to en-
sure the rational use of agricultural land, repro-
duce soil quality, observe crop rotation (Land
Code of Ukraine, 2001; The Law of Ukraine “On
Land Protection”, 2003), prevent the development
of latifundia, etc.
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Ukraine 24 Ao
Lithuania =13 8
Hungary © 26 16
Estonia 44 19
Bulgaria - 22 19
Slovenia - 20 2
Austria 20 44

France 35 90

The effective land use can be interpreted in differ-
ent ways: ranging from the receipt of higher profits
to the priority protection of lands in the process of
their use. However, both the first and the second
variants imply the final adoption of measures to
maintain and restore the quality of land, since only
under such conditions, agricultural producers can
a high profitability over a long period, and at the
same time, such measures will ensure its protection.
Thus, it is indisputable that the most efficient land
use will be when achieving maximum benefit oc-
curs under the condition of preventing the deteri-
oration of both the lands themselves and the nat-
ural objects located on them, and taking measures
to improve soil properties when it comes to agri-
cultural production. Therefore, productive and effi-
cient land use, which is aimed at satisfying the ma-
terial, spiritual and other life-supporting needs of a
person and citizen, nation, state, economic entities,
occurs subject to the indispensable implementation
of a set of measures aimed at restoring and improv-
ing soil fertility (Andreytsev, 2005, p. 46).

http://dx.doi.org/10.21511/ee.09(3).2018.05



The methodology of such land use should ensure
the avoidance of both economic (maximum in-
crease in productivity and profitability of land)
and environmental (restoration of agricultural
landscapes by the parameters of natural systems)
“extremism” (Ohinskyi, 2000, p. 61). In other words,
the concept of sustainable development involves
the formation of a management system, which is
based on the principles of a balanced combination
of economic and environmental criteria for its de-
velopment (Kulynych, 2011, p. 90).

The law establishes both certain parameters of the
freedom of economic use of land and economical-
ly necessary disposal of land to create conditions
for obtaining and increasing profits for business
entities. Legal regulation restricts an agricultural
entrepreneur in obtaining profits through the use
of land by methods that lead to the deterioration
of its natural properties (Ikonitskaya & Krasnov,
1998, p. 113). Instead, the deterioration of natural
properties of land, in turn, will lead to a decrease
in returns, and, consequently, low profitability of
lands. Thus, by such actions, the legislator both
ensures the preservation of land and guarantees
stability in profit making by those entrepreneurs,
whose activity restrictions are established by the
relevant legal rules.

However, the overwhelming majority of agricul-
tural producers do not comply with modern pro-
tective technologies for land handling, do not en-
sure the adoption of necessary measures to con-
serve soil and increase its fertility, which leads to a
deterioration in the quality of the soil, soil degra-
dation, and a decrease in the humus composition
(Hominets & Shulha, 2015, p. 37; Borisova, 2001;
Popova, 2000). Thus, over the past 20 years, the
average humus content in Ukraine has decreased
by 0.22 percent in absolute terms, which is a sig-
nificant deviation, since it may take 25-30 years to
increase it in soil by 0.1 percent in natural con-
ditions (Resolution of the Cabinet of Ministers of
Ukraine “Strategy for Improving the Management
Mechanism in the Use and Protection of State-
Owned Agricultural Lands”, 2017). Therefore, the
set of regulations defining the obligations of citi-
zens in the field of conservation and reproduction
of land, as well as responsibility measures, such as
a traditional method of land protection, should be
supplemented by raising the legal, agrotechnical
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culture of citizens and economic entities that need
to understand the exceptional socio-economic
value of land, which consists, above all, in its ben-
eficial properties as an object of nature. The con-
dition for achieving this level of legal awareness
is the introduction of contractual relations and
social partnership, which should provide business
entities with clear guidelines for the use of indi-
vidual land plots.

The use of agricultural land should be differen-
tiated depending on the natural conditions, soil
cover, which implies the need for its localization.
Nosik introduced separate proposals on local legal
regulation in the field of land handling, through
the “enterprise standards” to establish mandato-
ry agrotechnical rules for individual land users
(Nosik, 1986, p. 14).

At this stage of market transformations in the ag-
ricultural sector, a prerequisite for the effective
provision of sustainable agricultural land use is
the expansion of the scope of contractual regula-
tion of land title. According to Danylenko (2012),
the contract that is concluded by the landowner
or land user with the relevant entity may reflect
the peculiarities of land use, the characteristics
of each land plot included in its composition. It is
proposed to conclude an agreement on protection
restrictions and an agreement on the develop-
ment of crop farming system project (Danylenko,
2012, pp. 10-11). However, the author of such
proposals does not express sufficiently substan-
tiated positions with respect to the parties to the
relevant contract, which, in his opinion, may be
landowners and land users and, of the other part,
authorized state or local government agencies,
an environmental non-governmental organiza-
tion and a consulting firm providing services in
the area of agricultural production servicing. We
believe that, based on the realities of the reform
processes that have taken place over the past
twenty-five years and their negative consequenc-
es that have affected the condition of various cat-
egories of soils and lands, such agreements, if
they can exist, should be concluded with public
agencies exercising certain control functions in
the relevant field and exercising their authority
taking into account the constitutional provisions
on the land ownership of the Ukrainian people
(Kostyashkin, 2016, p. 343).
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According to Kulynych (2011), the content of such
contracts should include both the implementation
of crop rotation standards and other established
standards - standards for the optimal ratio of land,
soil quality and maximum permissible soil con-
tamination. Therefore, the public law in the field of
agricultural land use is concretized in terms of the
quality of agricultural land plots by clarifying the
rights and obligations of their owners and users re-
garding the agricultural land they use in contracts,
which should be concluded between the owners and
users of land plots and the public agency author-
ized to exercise advisory, control and other organ-
izational powers in the field of protection and use
of agricultural land (Kulynych, 2011, pp. 584-585).

An important component of such contracts is the
availability of incentive measures involving tax
concessions or the receipt of certain state subsi-
dies, as well as the occurrence of negative conse-
quences in the form of certain liability measures
for non-compliance with environmental protec-
tion and conservation measures.

Natural peculiarities of the land as production
means provide for a special mode of use, which
effectiveness directly depends on the use of natu-
ral knowledge as a condition for its preservation
and restoration. This predetermines the use of
the results of research of the Ukrainian Academy
of Agrarian Sciences on the crop rotations in var-
ious natural and climatic zones of Ukraine un-

der the modern conditions of farming, which are
set out in the Methodological Recommendations
on the Optimal Ratio of Agricultural Crops in
the Crop Rotation of Various Soil and Climate
Zones of Ukraine, approved by a joint order of the
Ministry of Agrarian Policy of Ukraine and the
Ukrainian Academy of Sciences No. 440/71 dated
July 18, 2008 (Order of the Ministry of Agrarian
Policy of Ukraine, Ministry of Finance of Ukraine
“Methodological Recommendations on the Optimal
Ratio of Agricultural Crops in the Crop Rotation of
Various Soil and Climate Zones of Ukraine”, 2008).

Consequently, in the context of globalization of
all processes occurring on the planet, relations
for the implementation of land ownership take
on a special character, making the owner depend-
ent on the properties of the lands themselves and
the state of the biosphere as a whole, which need
constant protection and, sometimes, cessation of
anthropogenic pressure. This state of affairs deter-
mines the binding nature of the implementation
of land ownership, which is designed to serve the
interests of both the private owner and society as a
whole. Thus, society and direct owners of specific
land plots are always mutually interested in pre-
serving, restoring, protecting land and satisfying
a wide variety of needs by obtaining a high yield,
which involves elaborating appropriate economic
and legal mechanisms capable of implementing
mutual interest in environmentally sound and
economically motivated land use.

CONCLUSION

Key provisions that determine the economic and legal mechanism of land use and should be ensured in
the process of sustainable development include the following:

« meeting the needs of landowners and other persons, including the priority needs — environmental

and food security;

o an increase in the area of land not involved in the economic turnover, the adoption of measures
aimed at the preservation and restoration of agricultural land, in particular compliance with the
requirements for crop rotation, and, in some cases, their conservation;

« introduction of contractual relations in the field of land use, which provides for a wide range of in-
centive measures and responsibility in the event of a negative impact on the state of land resources
or the environment. Incentive measures may include both direct financial assistance and, above all,
payment for services related, in particular, to developing the land management projects to observe
crop rotation or R&D that will provide new opportunities in effective and safe land use.
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Under such conditions, socio-economic land use in the context of sustainable development is the use
of land resources when land protection is a key to high efficiency (including its profitability) in the
long term. Such land use combines private and public interests in the constant and effective use of
land resources while maintaining their properties, and requires further comprehensive research in
economic and legal aspects. Therefore, it is necessary to announce and support future research on the

current topic.
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