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Abstract. The purpose of the research was to determine the system of measures aimed at financial 

provision of restoration and improvement of the fertility of the agricultural lands, which are an 

important part of the state strategy for the development of the Ukrainian economy agrarian sector. 

Characteristics of land use in European countries and Ukraine were presented. The sources of 

financial provision of agricultural land restoration were analyzed. The measures aimed at successful 

restoration of fixed assets of agrarian enterprises, in particular land resources are proposed. 
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Introduction 

The main problem of the development and reform of land relations in Ukraine is the 

continued deterioration of living conditions in rural areas. Life in the village is becoming 

less attractive; the number of peasants interested in agricultural activities is decreasing; 

there is a change in the age structure of the village due to the population aging; the 

processes of migration of the rural population, including economically active, in search of 

better living conditions, etc. is expanded. All this leads to the rapid degradation of the 

villages and their disappearance from the map of Ukraine (Hvesyk et al., 2013). 

After all, according to the State Statistics Service of Ukraine, during 2013-2016 

800 Ukrainian villages disappeared from the map of our country; 9,232 villages have no 

business entities; in 4,097 villages there were no registered newborns during this period, 

and in more than 3,500 villages there are no children under the age of 5. 

In addition, the current ecological situation in Ukraine can be characterized as a crisis. 

Every year, according to the State Statistics Service of Ukraine, the air, water and land 

resources are contaminated with about 11 million tons of dangerous pollutants, of which 

57% are harmful emissions into atmosphere, 40% - in surface water bodies, 3% - hazardous 

waste, polluting land resources. 

In particular, during 2016, 3.1 million tons of pollutants and 150 million tons of 

carbon dioxide were released into the atmosphere. In the total number of harmful 

substances, emissions of sulfur dioxide and nitrogen oxide (which belongs to greenhouse 
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gases) are respectively 1,076.4 thousand tons and 240.2 thousand tons. The size of 

environmental damage from production activities (losses of land, water and forest 

resources, pollution of the environment, etc.) in Ukraine, according to experts, exceeds 

UAH 50 billion each year. 

The issue of financial provision, its availability and adequacy are one of the key tasks 

that can successfully solve the issues of conservation, improvement of agricultural lands, 

and thus the revival of Ukrainian villages. 

Thus, the purpose of the research is to determine the system of measures aimed at 

financial provision for the restoration of land resources, which is an important part of the 

state strategy for the development of the Ukrainian economy agrarian sector. 

The land in agriculture is spatially limited and is not artificially restored. Therefore, 

the prerequisite for expanded restoration in agriculture is the rational use of land and the 

implementation of measures for its restoration by preserving its fertility and environmental 

suitability. 

In recent years one can observe how the rhetoric of specialists dealing with land 

valuation changes. If several years ago, on the pages of the leading editions, it was possible 

to read about unique Ukrainian black earths, that they were the best, and that a quarter of 

the world's black earths fell to Ukraine, then today there are growing questions about the 

thoughtless cultivation of Ukrainian lands. So, as of 2017, more than 70% of Ukraine's land 

is occupied by agricultural lands. In the context of modern challenges, the primary task is to 

restore them. 

Restoration of lands implies preserving and improving their fertility and 

environmental suitability. In order to maintain and improve the earth's fertility, the 

necessary financial provision is required.  

The mechanism of financial provision for land restoration is rather complicated and 

insufficiently investigated. In the first place it is advisable to determine the methods and 

possible sources of financial support for the land restoration. 

Depending on the strategy of financial policy and the state of the economy, financial 

regulation tools can exercise their influence in the form of constraints or incentives. It is 

worthwhile to distinguish the main forms (incentives, restrictions) and instruments (taxes, 

lending, price regulation, budget financing and investment) of financial regulation of the 

state economic development. It should also be noted that the choice of financial instruments 

and the degree of their influence should be laid incentive. In this case the financial 

regulation can play a significant role in ensuring economic development (Zelensky, 2016). 

Thus, T.V. Mayorova distinguishes the following methods of financing: self-financing, 

corporatization, lending, budget financing, financing through free and charitable 

contributions, mixed funding (Mayorova, 2009). 

I. Blank distinguishes the following methods of financial provision: self-financing; 

corporatization; loan financing; leasing; mixed funding (Blank, 2012). 

But nowadays the direction of investment in the agro-industrial complex of Ukraine is 

accompanied by a number of obstacles. The main factors that negatively affect the 

investment climate and predetermine the high risk of investing in agribusiness are the 

overly prolonged and inconsistent character of market reforming of the economy, legal, 

economic and political instability, imperfect financial and credit and tax system, low level 

of market infrastructure development, lack of land market, etc. (Zelensky, 2016). 

To date, it can be argued that the existing mechanisms for financing the agrarian sector of 

the Ukrainian economy, in particular mechanisms aimed at the restoration of land resources, 
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need to be improved. In addition, there is an urgent need to develop a new system of measures 

adapted to the economic, social and political conditions in which the agrarian sector of the 

Ukrainian economy operates. It is this system of measures that should be the basis for a strategy 

aimed at financially supporting the restoration of agricultural lands.  

Stages of the research and methods 

The research involves the implementation of three stages. 

The first stage involves an analysis of the current situation in Ukraine regarding 

mechanisms for financing the agrarian sector of the Ukrainian economy, in particular 

mechanisms aimed at the restoration of land resources. 

Under the first stage of the study, method of analysis was used to study 

methodological approaches, concepts and proposals concerning financing mechanisms for 

the agrarian sector of the Ukrainian economy. The analytic and the systemic approaches 

were used for the analysis of legislative acts and other normative documents regulating 

relations in the area of land relations and state financial support of the agroindustrial 

complex in Ukraine. 

The second stage involves: an analysis of the financial support under the state (budget) 

programs aimed at the development of the agroindustrial sector in Ukraine during the past 

4 years; identification of the factors that restrain the restoration of land resources; as well as 

an assessment of the agrarian enterprises' ability to self-finance the restoration of fixed assets.  

Under the research second stage, the following methods of scientific study have been 

applied: historical, analytical and logical methods - in the analysis process of agrarian 

enterprises’ financial results; effectiveness evaluation of the state financial support to the 

agroindustrial sector; as well as analysis of the land resources’ structure and information 

related to exploitation of land resources. 

The third stage of the study involves using the abstract and logical methods to prepare 

the complex of measures for increase efficiency of the financial support strategy for 

restoration of land resources.  

The research results  

The results of the conducted research determined that the possible sources of funding 

for all methods of financial support for the restoration of agricultural lands are as follows: 

a) profit; b) depreciation deductions; c) funds from the sale of used fixed assets; d) funds 

from the issue of shares; e) bank loan; f) forfeiting; g) mortgage loan; h) public credit; 

i) foreign credit; j) bond loans; k) agricultural receipts; l) operating and financial leasing; 

m) investment tax credit; n) subsidies, grants, subventions. 

The use of funds from these sources will attract and effectively use funds for financial 

provision for the land restoration, taking into account the state of material and technical 

fixed assets, considering sources and conditions for obtaining funds, organizational forms 

of activities of enterprises, forms of ownership of sources. 

Most of the possible sources of financial provision for the restoration of fixed assets in 

practice are virtually not used in Ukraine, especially in agrarian enterprises. 
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The basis for self-financing the restoration of fixed assets of business entities is net 

income and depreciation deductions. We will analyze and try to evaluate the possibility of 

agrarian enterprises to self-finance the restoration of fixed assets (Table 1). 

Table 1. Own Financial Resources of Agrarian Enterprises In Ukraine, 2010-2016 years 

Ratios/Years 2010 2011 2012 2013 2014 2015 2016 

Net profit, billion UAH 17.3 25.3 26.7 15.1 21.7 103.1 90.7 

Amortization deductions, billion UAH 4.0 4.9 6.5 7.0 8.3 10.2 11.0 

Total net profit and depreciation deductions, 

billion UAH 
21.3 30.2 33.2 22.1 30.1 113.3 101.7 

Source: prepared on the basis of statistical data (Statistical Yearbook of Ukraine “Agriculture in Ukraine for 

2016”, 2017). 

Data analysis in Table 1 allows us to conclude as follows. Positive is the growth of the 

amount of depreciation deductions from UAH 4 billion in 2010 up to UAH 11 billion in 

2016, i.e. in 2.75 times. The increase in the amount of depreciation deductions increases the 

ability of agrarian enterprises to provide independent financial provision for the restoration 

of agricultural lands. 

Positive is the growth of the absolute amount of net profit of agrarian enterprises from 

UAH 17.3 billion in 2010 to UAH 90.7 billion in 2016. However, there is a fluctuation in the 

amount of net profit of agrarian enterprises in certain years. There is no doubt that fluctuations 

in the net profit of agrarian enterprises are due to the specifics of agrarian production, its 

dependence on natural conditions, their changes in some years, fluctuations of world prices 

for agricultural products and increased costs of its production. Fluctuations in the volume of 

net profit depends on the organizational forms of activity, the size of the enterprise. In 2010-

2012, the growth of net profit of agrarian enterprises of Ukraine grew by 55%. But in 2013 

there is a significant decrease in net profit – in 1.8 times. In 2016, compared to 2010, net 

profit increased by 524.28%. However, the profit of agrarian enterprises cannot be considered 

as a fairly stable source of financial support for the restoration of agricultural lands. Indeed, 

under such an economic situation, which is characterized by extremely high inflation (over 

230% from 2010 to 2016), a significant part of the profits of agrarian enterprises is ‘eaten’. 

Own financial resources in agrarian enterprises are not enough to allocate them to the 

restoration of agricultural land; therefore, external sources of financial provision are 

important. 

The rural development support programs and namely, expenditures for the 

development of agricultural servicing cooperatives, farms, agricultural advisory services 

provide insignificant and volatile funding (Ostaszko et al., 2010). 

However, if we analyze the use of land by types of economic entities in 2016, then 

a significant proportion falls on agricultural households – 36.76% (Table 2). 

Attention is also drawn to the destructives of the budgetary financial support of the state. 

First of all, it concerns the financing of agricultural lands, because in the EU, financial support 

for agricultural development is not directly related to the efficiency of cultivating products 

(Shchuryk, 2016). Thus, in the EU, farmers receive direct per-hectare payments that are not 

related to production efficiency (this support ranges from USD 500-600 in the EU countries to 

USD 200-300 in the USA and Canada), and only a few countries apply the practice of payments 

related to the productivity of agricultural activity (Ostaszko et al., 2010). 



Paradigm of Financial Provision of the Agricultural Land Restoration in Ukraine     45 

 

 

State support can be direct and indirect. In Ukraine, direct state support for agriculture 

remains low compared to EU countries. According to Annex 2 to the Agreement on 

Agriculture of the WTO, 1994, all measures for state support to agriculture are conditionally 

divided into three groups, or distributed in colored boxes: “green”, “blue” and “yellow”. 

Table 2. Use of Agricultural Lands by Types of Economic Entities (as of 2016) 

Business entities 

Number of 

thousand 

units 

Agricultural lands Ploughlands 

thousand 

units 

specific 

weight, % 
thousand units 

specific 

weight, % 

Agricultural households 13.0* 15706.4 36.8 11655.8 35.8 

Agricultural enterprises  20746.9 48.5 19476.1 59.9 

- private 3.6 19809.9 46.4 18702.2 57.5 

- state  0.2 937 2.1 773.9 2.4 

Enterprises of other business 

patterns 
33.2  14.7 1409.4 4.3 

Total 45.4** 42726.4 100.0 32541.3 100.0 

* number of rural population, million people 

** the total amount of economic entities is indicated excluding households in rural areas 

Source: prepared on the basis of statistical data (Statistical Yearbook of Ukraine “Agriculture in Ukraine for 

2016”, 2017). 

The financial support of agricultural producers in Ukraine (mostly indirect - at the 

expense of special regime) barely reaches 40 euros per hectare. Currently, almost 80% of 

financial assistance from the state budget is accounted for big companies or agroholdings. 

At the same time, as evidenced by the experience of the EU countries, the USA and 

Canada, the medium and small agricultural enterprises represented by the absolute majority 

of farmers are prevailing in the agriculture. Characteristics of land use in European 

countries and Ukraine are presented in Table 3.  

Nowadays the state strategy of enhancement of management in the field of use and 

protection of lands of agricultural in Ukraine is not effective. Such conclusion is confirmed 

by the analysis of the indicators mentioned in the Table 3. 

Table 3. Comparative characteristics of land use in European countries and Ukraine 

Characteristics Ukraine European countries Countries of EU 

Land area, mln hectares 60.4 1015.6 437.4 

Chernozem area, mln hectares 28.0 84.0 18.0 

Area of agricultural land, mln hectares 42.7 474.8 177.7 

Area of arable land, mln hectares 32.5 277.8 115.7 

The share of leased agricultural land, % 97.0 62.0 53.0 

Area of organic agricultural land, mln hectares  0.3 11.6 5.3 

Area of irrigated land, mln hectares 0.5 20.8 11.1 

Investment, USD thousands /1 hectare  1.0 4.0 5.5 

Grain exports, mln tons  34.8 130.0 38.5 

Area of agricultural land, hectares / person  0.7 0.6 0.4 

Price per one hectare of agricultural land, USD 

thousand  
3.7 7.2 

Source: Strategy to improvement of land management mechanism in Ukraine, June 7, 2017. 
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Thus, the results of the analysis of the European countries legislation show that each of 

them (countries) have various restrictions in the area of using and protection of agricultural 

lands. Restrictions related to the size of land plots are characteristic of countries with 

economies in transition and countries with limited land resources. As a rule, such 

restrictions are established at the municipal or regional level, in particular: Hungary - no 

more than 300 hectares (for individuals and legal entities); Romania - no more than 200 

hectares (for individuals and legal entities); Denmark - no more than 30 hectares (for 

persons who have professional education and farmer experience) (Strategy to improvement 

of land management mechanism in Ukraine, June 7, 2017). 

Inefficient use of land resources as well as depletion of soil fertility in Ukraine are 

explained by an extremely high proportion of land cultivation, absence of appropriate 

restrictions on land use, as well as the lack of clear requirements for land users. 

The expenditures financing by the Ministry of Agrarian Policy and Food of Ukraine at 

the expense of the State Budget Special Fund is presented in Table 4. As we see, the total 

amount of financing of the agroindustrial complex at the expense of the State Budget 

Special Fund for the last two years has decreased by 294.6 million UAH. So, since 2015, 

implementation of the budget program of financial support of the livestock sector has been 

suspended. 

Lending is very significant in financial support for the restoration of agricultural lands, 

due to lack of own funds. At the same time, obtaining loans to agricultural enterprises of 

Ukraine remains problematic. The lending to agrarian enterprises is negatively impacted 

by: growth of interest rates on loans (increased from 14.9% in 2010 to 16.1% as of July 

2017, with a decrease in the profitability of fixed assets of agrarian enterprises from 18.4% 

in 2010 to 10.8% in 2017); lack of a specialized agricultural bank (only 8 banks offer 

individual loan repayment schedules, taking into account the peculiarities of agrarian 

enterprises); reduction of state financial support of agrarian enterprises through the loans 

cheapening mechanism (from UAH 50 billion in 2000 to planned UAH 300 million in 

2017); high requirements of banks in lending agrarian enterprises to mortgage property and 

its insufficiency. 

Land resources are the main productive force in agrarian enterprises, the restoration of 

which largely depends on their financial support. Insufficient amounts of financial 

resources restrict the use of such a form of restoration of land, as reclamation. Land 

reclamation is a complex of works aimed at restoring productivity and economic value of 

disturbed lands, improving environmental conditions (Danylyshyn, Hvesyk, Holian, 2009). 

Land reclamation requires significant financial resources available for agribusinesses 

(agricultural holdings) and not available for small and medium-sized agribusinesses. 

However, even if there is sufficient financial resources, agricultural holdings do not provide 

full land restoration. The main reason, in our opinion, is irresponsible attitude to the land, 

because owners consider the land only as a commodity. The irresponsible activity of a 

modern human generates degradation phenomena in many spheres of social life, and 

agriculture isn’t an exception. 

Therefore, at the state level, it is necessary to oblige all economic entities, regardless 

of the organizational and legal form, to financially ensure the restoration of the land 

cultivated by them. 

At the end of 2016 there were 47,697 agricultural enterprises in Ukraine, which owned 

and used 19.8 million hectares of agricultural lands; 18.9 million hectares of ploughland 

(Statistical Yearbook of Ukraine “Agriculture in Ukraine for 2016”, 2017). 
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Table 4. Expenditure financing by the Ministry of Agrarian Policy and Food of Ukraine at the expense of the State 

Budget Special Fund 

Expenditures 2014 2015 2016 2017 
(+;-) 

2017/2014 

Apparatus of the Ministry of Agrarian Policy and 

Food of Ukraine 
1941.5 200.9 180.8 1646.9 -294.6 

Research, applied scientific and technical 

developments, works on state target programs and 

government orders in the field of development of 

agroindustrial complex, research and experimental 

development in the field of agroindustrial complex 

33.5 35.3 37.2 48.5 15.0 

Qualification improvement of agroindustrial complex 

specialists 
6.7 6.6 6.6 8.5 1.8 

Training of personnel for agroindustrial complex by 

higher educational institutions of the I-IV levels of 

accreditation 

808.4 - - - -808.4 

Financial support of events in the agroindustrial 

complex 
5.0 5.0 5.0 - -5.0 

The expenditures of the Agrarian Fund related to the 

complex of measures for storage, transportation, 

processing and export of objects of state price 

regulation of the state intervention fund 

100.0 100.01 100.0 51.4 -48.6 

Increase of the authorized capital of NJSC 

Ukragroleasing for the purchase of technical means 

for agroindustrial complex with their subsequent 

transfer under financial leasing conditions 

- 54.0 - -  

Organization and regulation of activity of institutions 

in the system of agroindustrial complex and 

provision of activities of the Agrarian Fund 

- - 32.0 33.5 33.5 

State support for the development of hop-growing, 

the laying of young gardens, vineyards and berries 
100.0 - - - -100.0 

State support to the livestock sector 888.0 - - - -888.0 

Financial support of agricultural producers - - - 1500.0 1500.0 

Source: prepared on the basis of Law of Ukraine “On the State Budget of Ukraine for 2017”. 

On the other hand, in Ukraine there continues to be an extremely high proportion of 

land cultivation (Fig. 1). In Ukraine, more than 92% of the territory is involved for 

economic use. Extremely high is the level of cultivation of the territory and is more than 

54% (in the developed countries of Europe it does not exceed 35%). The actual forest area 

of Ukraine is only 16%, which is not enough to ensure environmental equilibrium (the 

average indicator of European countries – 25-30%) (Strategy to improvement of land 

management mechanism in Ukraine, June 7, 2017). 

Such a high level of land cultivation leads to a disturbance of the ecologically 

balanced ratio of land resources, namely agricultural lands, forests and reservoirs. In turn, 

this negatively affects the stability of agro-landscapes and causes a significant technological 

burden on the environmental sphere.  

Much of the low-yielding land is part of the arable land: almost every 5th hectare of 

arable land falls on low-yielding land. With the use of land, there is a tendency to maximize 

the area of agricultural lands, especially arable, which leads to the intensity of degradation 
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In the case of business entities, which adhere to or do not adhere to the recommended 

crop rotation, it is possible to establish certain privileges or apply penalties. 

Conclusions 

The agrarian sector is a strategically important sector of the Ukrainian economy. The 

strategy of financial support for restoration of land at the macro level should be consistent 

with the overall national strategy for agricultural development. Despite the significant 

problems associated with land degradation due to non-compliance with crop rotation, the 

uncontrolled use of chemical fertilizers and the lack of organic fertilizers, Ukraine still has 

potential for successful land restoration. For this, at the state level, it is necessary to carry 

out the following measures: 

- to develop a strategy of financial provision for restoration of land at the macro level; 

- to contribute to ensuring a stable economic situation in the country in order to attract 

investments in the agricultural sector, and, in particular, for land restoration; 

- introduction of permanent monitoring of the use of funds received from the state for 

land restoration (for this purpose, it is expedient to improve the financial reporting on 

the use of state financial support funds); 

- exempt from taxation the part of the land to which the natural restoration applies 

(complete fallows); 

- to create the legal and economic preconditions for restoration of the fertility of the 

agricultural lands by improvement of legislation basis for related to land management. 

For example, the State Budget of Ukraine provides for the allocation of funds for the 

implementation of environmental protection measures at the expense of funds received 

under the article "environmental tax", where 53% of the total amount received from 

paying this tax should come to the special fund of the State Budget of Ukraine. At the 

same time, in the budget, in particular in this part, there is no specification of 

environmental measures for which these funds are allocated.  

Moreover, during the past 4 years, capital investments and current expenditures on 

environmental protection measures have risen from 20.4 billion UAH in 2013 to 32.5 

billion UAH in 2016. But just only 325 million UAH in 2013 and 420 million UAH in 2016 

were aimed at protecting and rehabilitating the soil. It should be noted that such financing is 

inadequate and ineffective. Based on the results of conducted statistical surveys, the main 

source of financing for a complex of measures aimed at protecting the environment (capital 

investment) is the own funds of enterprises, and only about 2.8% of the total funding is 

financed from the State Budget of Ukraine. It is the same situation related to the current 

expenditure on environmental protection. 

However, now it is difficult to say how many financial costs are required to implement 

an effective integrated program for agricultural land restoration. First of all, it is necessary to 

create such program as well as clearly define the system of measures within the framework of 

such program. Just in this case there will be possible to calculate the required financing. 

Summarizing the results of the conducted research it was established that at the state 

level, the strategy aimed at financial support for the restoration of agricultural lands should 

be realized through: creation of the legal preconditions, implementation of special financing 

programs, granting of preferential loans, attracting foreign investments, preferential 

taxation conditions. 
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