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BIZIMIOBIIHOCTI YMHHUX He(opMalbHUX HOPM Kpai-
HU-pelUIieHTa (QopMalbHUM HOpPMaM I1HCTHTYTY,
110 IMITOPTYETHCS.

Po3BuTok iHCTHTYHiIHHMX (GOpM 1 iH-
IVBITyalbHUH PO3BUTOK EKOHOMIYHHMX areHTiB
BH3HAYEHO K MPUHIIMIIOBO TOTOXKHUI Mporec 30i-
JBIICHHS TMTOMOI Baru THIIOBHX peakIiid Ha iM-
MyJIbCH 32 PaXyHOK 3MEHILIEHHS YaCTKU HecTaHa-
PTHHX pillleHb, 0 BiOyBa€eThCs Mij BIULTMBOM Ha-
OyTTS LUTICHOCTI BiANIOBIIHO iHCTUTYTOM 1 pPyTH-
HaMH.

BusiieHo 3aranpHy crienugiky QyHk-
LIOHYBAaHHS IHCTHTYTYy Ha CTaisIX BUHUKHEHHS,
CTaHOBJICHHSI Ta 3piOCTi; KOHKPETH30BAHO Iepi-
OIM CTaJiil PO3BUTKY IHCTUTYTY BEHUYpHOro 0i3-
Hecy Ta ix crnenudiky Ha MaTepianax moao icTopii
PO3BUTKY BeHUYpHOI aisuibHOCTI B CIIIA.

[HCcTUTYT BeHuypHOro Oi3Hecy BiJKpUBa€
HIMPOKi TEPCHEeKTHBH TOAAIBIINX JOCHTIKEHb.
30KkpemMa, TeOpEeTUYHY 1 MPAaKTHYHY IIHHICTH Mae
PO3MEXKYBaHHS O3HAK <GKOPCTKOTO SIIpa» 1 «3axu-
CTHOTO TOSICY>» LILOI'0 IHCTUTYTY, 110 HAAACTh MO-
KIIMBICTh BCTAHOBUTH, SIKi HOPMU TPaHCILUIaHTOBA-
HOTO IHCTHTYTY MOXYTb OyTH 3MiHEHi B Tpoleci
ajanTaiii 0 IHCTUTYIIIHHOTO  CEpeIOBHIIA-
peuunieHTa 0e3 BTpaTH TpaHCIIAHTATOM (DYHKIi-
OHAJIBHOI TOTOXXHOCTI OpHUTiHATY.
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National Agricultural University of Ukraine, Kyiv
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FORMATION OF THE PROPERTY RIGHTSON AGRICULTURAL LAND AND CREATION
OF THE FULL-FLEDGED LAND MARKET IN UKRAINE

Private land ownership encourages and
promotes the economic growth of any country
through efficient land use. The advantages of pri-
vate land ownership become evident in market
conditions. A land market provides stahility of land
property rights, the ability to transfer them from
one peson to another and correspon-
dence/accordance of land prices to their real value.
Being able to purchase and sell, as well as lease
agricultural land is supposed to encourage the
growth of agricultural production efficiency in
Ukraine etc [9]. That is why the main objective of
this article is to carry out a retrospective analysis
of the fundamental transformation of land relations
with special consideration on the formation of
property rights on agricultural land and develop-
ment of the agricultural land market in Ukraine.

Several studies on property rights forma-
tion within land relations reformation as well as
land market development in post-socialistic coun-

tries have been published during last decade. The
most interesting of them should be mentioned:
LERMAN, BROOKS and CSAKI (1994); CSAKI
and LERMAN (1997); GIOVARELLI and
BLEDSOE (2001); NOVAKOVSKY, TRETIAK
AND DOBRIAK (2001); KARAKASH (2004) etc.

LERMAN, BROOKS and CSAKI (1994)
concentrated on the background and first experi-
ence of land relation reformation in Ukraine. The
study involved empirical data about the restructur-
ing of Ukrainian agriculture in conditions of a tran-
sition economy and explanatory information on
land reform legislation [14].

CSAKI and LERMAN (1997) is a con-
tinuation and extension of a previous survey. The
study focused on a rigorous empirical and analyti-
cal assessment of changes in Ukrainian land rela-
tionships, namely in forms of land ownership and
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farming structures that occurred during the first
fiveyears of land reform [15].

GIOVARELLI and BLEDSOE (2001) pre-
sent an overview on the transformation of land re-
lations in Eastern Europe countries during their
transition to a market economy in the late 1980s
and mid-1990s. This paper primarily looks at one
aspect of that transition: the transition of agricul-
tural land from state ownership to private owner-
ship and the accompanying transition to an agricul-
tural land market [13].

KARAKASH (2004) provides detail over-
view of all problems concerning obtaining and re-
alization of the property rights on land as well as
land use rightsin Ukraine [8].

NOVAKOVSKY, TRETIAK AND DO-
BRIAK (2001) describe all stages of land reform in
Ukraine as well as present some data regarding
land transactions on the market [10].

The main feature of this study that cannot
be found in other works is the representation of
significant changes in land ownership with special
attention given to the formation of prerequisite of
agricultural land market development in Ukraine
since the Soviet Union's collapse. Contrary to other
studies, which provide general data concerning
land transactions, this article presents full statisti-
cal data on land market transactions with respect to
agricultural land only.

After proclaiming independence in 1991,
al land was automatically transferred from the
state to the Ukrainian citizens. On the governmen-
tal level the decision was made to begin the trans-
formation of land relations in the direction of a
market-oriented economy. Thus, a comprehensive
set of legal and normative documents was adopted.
Ukrainian land reform started from the elimination
of the state monopoly on land. After a time, land
was redistributed and transferred to lifetime pos-
session/use of individuals, permanent posses-

sion/use of collective farms (kolkhozes), Soviet
agricultural enterprises (sovkhozes) and other en-
terprises. The declared aim of this redistribution
was the creation of proper conditions for the equal
development of different farming forms. Thereby,
private and collective forms of land ownership
were implemented and specified in the Law "ON
THE FORMS OF LAND OWNERSHIP" [6]. Ac-
tually, collective land belonged to the individual
members of collective farms, and each member
was entitled to an equal share of land, which had to
be certified by aland certificate.

The land share policies — introduced in the
mid-1990s — did not bring about the expected re-
sults. Namely, the real landowners were not estab-
lished; rational land use and protection of land re-
sources wasn't achieved.

The December 1999 Decree of the Presi-
dent was aimed to set out a new policy for land
reform [11]. According to this legal document, col-
lective ownership was eliminated. And the deci-
sion was made to reorganize collective agricultural
enterprises (transformed from kolkhozes) into
joint-stock companies, limited liability companies,
agricultural cooperatives, private firms and other
market-oriented legal entities. The Decree ensured
that members of collective agricultural enterprises
had the right to withdraw their land and asset
shares from the enterprises. Thus, they could estab-
lish new forms of agricultural enterprises and carry
out their activities as private owners.

As a result, 6.7 million land certificates
were distributed in Ukraine, the majority ex-
changed under the State Acts of private land own-
ership. Peasants had become landowners.

Land privatization led to significant
changes in the structure of agricultural land owner-
ship in Ukraine (see Table 1)

Tablel
Agricultural land owner ship structure, thousands hectare
Indicators Years
1991 1995 2000 2003
Total amount of agricultural land 42,030 41,853 41,827 41,788
Private ownership: - 9,232 28,795 30,006
of which were
Land shares - 9,232 25,109 11,942
Land plots - - 3,686 18,064
Peasant farms:
Total numbers, units 14,700 32,000 35,900 37,300
Agricultural land, thousand hectare 292 786 2,158 3,164
Peasant farms not registered as a legal entity - - 2,749 2,767
State Ownership 42,030 32,620 12,323 11,663

Source: STATE LAND RESOURCES COMMITTEE, 2005 [ 16].
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As seen in Table 1, nearly 100% of agri-
cultural land was under state ownership by 1991.
Transferring agricultural land between different
forms of ownership started after the beginning of
land reform. At present, about 72%, or 30 million
hectares of agricultural land are privately owned.
Most of this land, 60%, isin physically demarcated
land plots.

At this stage of land relations, an urgent
need developed for a mechanism which would be
able to establish property rights on agricultural
land and provide rational and efficient land use.
World practice attests that such a mechanism is an
agricultural land market [2].

At present, the LAND CODE (2001) and
the October 2004 law are the main legislation that
regulates agricultural land market in Ukraine [7,
3]. According to the definition of land market and
ascertained prohibitions in TRANSITIONAL
PROVISIONS OF LAND CODE (2001) [7], a
full-fledged agricultural land market does not func-
tion in Ukraine today. The Transitional Provisions
which were amended and prolonged by the Law of
Ukraine ,ON AMENDING ACT TO THE LAND
CODE OF UKRAINE” [3], state:

* Individuals and legal entities which have
land plots in private ownership for family farming
and other agricultural production, as wel as the
citizens of Ukraineg/land shareowners have no right
to sl or alienate in any way their land plots and
land shares, except by inheritance or withdrawal
for public needstill January 1, 2007.

* For the period till January 1, 2015, indi-
viduals and legal entities can acquire agricultural
land plots with the total area not exceeding 100
hectare. However, this area can be increased in the
case of legitimate inheritance of these land plots by
citizens and legal entities.

* Until January 1, 2007, land shareowners
have no right to contribute their shares to the statu-
tory fund of business associations/ commercial
companies.

All land transactions which can be made
on the Ukrainian agricultural land market are gen-
erally divided into two main categories: a) pur-
chase and sale transactions, which predict the
transfer of legal land ownership; and b) leasing
transactions, which predict the transfer of rights on
land use from lessor to leaseholder.

Giving as a gift, the inheritance/bequest of
agricultural land or so-called civil-law transactions
and exchange of agricultural land plots or so-called
market transactions are also commonly used in

Ukraine and can be placed in the first category of
land transactions, which predict the transfer of le-
gal land ownership. Leasing transactions comprise
the leasing of agricultural land, subleasing, and
third party lease.

The August 1995 Presidential Decree
stipulated a land share size for each land ownership
share with distribution of nominal Certificates of
the Rights on Land Share [12]. On the 1st of Janu-
ary 2003, 6.72 million peasants (or 98 %) received
the Certificates and automatically obtained the
rights regarding all available transactions with their
land shares.

The certificate transactions have been run-
ning during the last several years and became the
first transactions of the rights on agricultural land.
At that time the land share rights were not properly
understood by the population and new land share-
holders did not take any strong proactive position
in exercising their rights.

Certificates of the Rights of Ownership on
the Land Share (every share comprised 4 hectares
on average) were selling between 500 hryvnas
(100 USD) to 16,500 hryvnas (3,000 US Dollars).
According to the accepted method of monetarily
assessing land, a hectare of agricultural land costs
8,574 hryvnas and the average cost of land share
has not be less than 34,300 hryvnas [16].

This has led to the large-scale purchasing
of land sharerights at low prices in certificate form
(seeFigure 1).

All land shareowners agreements regarding
the purchase or sale, gift or alienation of land
shares in any way, except through transferring
them into heritance and withdrawing them for so-
cial needs, were prohibited by the January 2001
law, according to the absence of a land purchase
and sale mechanism, and with the aim of protect-
ing of peasants’ land rights [5]. This law thereby
practically stopped all transferral of the rights for
land ownership shares.

Another way of transferring the rights to
agricultural land plots is purchase or sale. There
are two probable types of agricultural land plot
purchases or sales in Ukraine: (@) direct purchase
or sale according to applications of al concerned
individuals and (b) purchase or sale at auction. Di-
rect purchase or sale of agricultural land plots is
allowed only for legal persons, religious and social
organizations, and for Ukrainian citizens. Others
may obtain rights for private land ownership
through purchase or sale at the auction only.
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Figure 1. Transaction dynamics of land plot rightsin certificate form, thousand
Source: STATE LAND RESOURCES COMMITTEE (2003) [16].

While the sale and purchase of agricultural
land are currently forbidden, gift, inheri-
tance/bequest and lease of land plots are allowed.
This serves as atool for reallocating land resources
during the moratorium period.

According to the LAND CODE OF
UKRAINE (2001), three available types of trans-
ferring ownership rights to agricultural land were
legally present in Ukraine till the end of 2005: ex-
change, gift and inheritance. In this respect, the

exchange of agricultural land plots is worthy of
special attention. According to the LAND CODE
(2001), the exchange of agricultural land was a
legal operation on the Ukrainian agricultural land
market by January 2005. The Law of Ukraine "ON
AMENDING ACT TO THE LAND CODE OF
UKRAINE" prohibited all market transactions
concerning the exchange of agricultural land plots
till the 1st of January 2007.
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Figure 2. Structure of land transactions (exchange, inheritance, gift) in land certificate form on the
1% of July 2003, Total - 752 thousand transactions
Source: STATE LAND RESOURCES COMMITTEE (2004) [ 16].

As shown in Figure 2, inheritance is the
predominant type of transaction, accounting for 86
% of the total amount of land transactions involv-
ing the transfer of ownership. This is explained by
asimple reason: half of all land plots arein posses-

sion of pensioners passing on land rights to their
relatives [1]. One of the most common forms of
land plot transferal of the Ukrainian agricultural
land market island lease.

Land lease was re-established in Ukraine
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through the Law "ON LAND LEASE" [4] after a
70 year break. Land sharing of non-state agricul-
tural enterprises provided a powerful incentive for
agricultural land lease reations development.
Nearly 6.7 million certificate owners, 41,600 farm-
ers, as well as the new forms of business, werein-
terested in developing land lease relations.
Currently in Ukraine, there are two ways
of transferring land by lease: (a) the Certificate of
the Right for Land ownership Share and (b) the
State Act of the Rights for Private Land ownership.
The majority of certificate owners entered into
leasehold arrangements with agricultural entities
and individuals. On the 1st of January 2004, land
shareowners made 5,235,600 rent contracts, with a
total leased area of 20,927,400 hectares. And on
the 1st of January 2005, the amount of such con-
tracts was 5,031,200, with a total area of

19,982,500 hectares of leased land.

As seen from Figure 3, leasehold agree-
ments with enterprises which issued land certifi-
cates still dominate (69%). Such a figure can be
explained mostly by retirees’ reluctance to change
the leasers. The part of retirees leasehold agree-
ments in the total amount of rent contracts is
2,691,700, or 53.5 %.

On the 1st of January 2005, 12.716 million
hectares of agricultural land were transferred into
lease based on the State Act of the Rights for Pri-
vate Land ownership. 99.9 % of this amount, or
12.708 million hectares, was transferred for agri-
cultural production and only 8,700 hectares, or 0.1
%, was transferred for other purposes. 158,400
hectares of agricultural land, or 1.2 %, were trans-
ferred into leasein different localities.

certificates

69%

L ease agreements with enterprises, which issued land

L ease agreements with other subjects

L ease agreements with
peasant farms

8%

23%

Figure 3. Structure of land share lease agreements at January 1, 2005, % of total
Source: STATE LAND RESOURCES COMMITTEE (2005) [ 16].

Almost all prerequisites for the develop-
ment of an agricultural land market have been es-
tablished in Ukraine. The state's monopoly on land
ownership has been eliminated, Ukrainian peasants
obtained rights of private ownership on most agri-
cultural land, and new forms of business on the
agricultural land market developed. Further, mar-
ket transactions of agricultural land through ex-
change, gift and inheritance/bequest have been im-
plemented in Ukraine.

But several impediments to the further de-
velopment of an agricultural land market still exist.
First is the moratorium on the purchase and sale of
agricultural land, which should be immediately
lifted. The moratorium is interrupting the devel-

opment of the land market, as wdl asits infrastruc-
ture, including consulting agencies, brokerages,
real estate agencies, insurance companies, etc.
Current agricultural land transactions in
Ukraine are accompanied by the complex and in-
tricate procedure of registration in different agen-
cies and departments. That is why the formation of
an Integrated Registration System of the rights on
land and real estate is also one of the most impor-
tant prerequisites for further agricultural land mar-
ket development. One more problem to be ad-
dressed is that land evaluators and landowners
have little access to market information regarding
agricultural land prices or demand and supply. Dif-
ficulties in access to such information, and even its
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absence, arereflected in current land prices. Solv-
ing these issues will hopefully accelerate the de-
velopment of the agricultural land market in
Ukraine.
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CraTes mocTynuiaa B

Xapvkoeckuii HayUOHATbHBLIL IKOHOMUYECKULL YHUGEPCUMEm

UHCTUTYLMOHAJIbHBIN MOJIX0/1 K PEGOPMUPOBAHUIO
HNPOMBIIIJIEHHBIX NPEANTIPUATUA

PedopmupoBanue OTEYECTBEHHBIX IPO-
MBIIUICHHBIX TPEANPHATHIA SBISETCS HEO0OXO/IH-
MBIM YCJIOBUEM OCYILECTBIICHUSI PHIHOYHOH TpaHC-
dopmaluy SKOHOMHKH. DTO BBI3BAaHO HEKOHKY-
PEHTOCIIOCOOHOCTHIO MTPOMBILIUICHHBIX MPEIIPH-
ATUH ¥ IPOU3BOANMOTO UMH MPOAYKTa, Hedhek-
TUBHOCTBIO UX (DYHKIIMOHMPOBAHUS M KaK CIEACT-
BUE HEKOHKYPEHTOCIIOCOOHOCTBIO ~ 3KOHOMHUKHU
crpanbl. Teopernueckoe OCMBICICHHE IPOHUCXO-
JSIIMX TpaHC(HOPMAIMOHHBIX IPOLIECCOB, BBIOOP
HNPUOPUTETOB IKOHOMHYECKOI'O Pa3BUTHS IPEIO-
npenensoT GOpMUPOBAHHE METOJOJIOTUH CHCTEM-
HOro pedOpMHUPOBAHUSI OTEUSCTBEHHBIX MPOMBIIII-

JeHHBIX mpennpustuii. Iloatomy Bo3pocna mno-
TpC6HOCTI) B HUCIIOJIb30BAHWUUN HWHCTUTYIIUOHAJILHO-
ro moaxoja, Ajsg KOTOpOoro TpaJaUullMOHHBIM SBIIS-
eTcsl Ipe/ICTaBlIeHne YKOHOMUKH KakK cepsl B3au-
MOJICHCTBHSL WMHIUBHUJIOB, (OPMHPYIOIIUX COIU-
AJIbHBIC MHCTUTYTHI, SABJIAIOIUCCA CBOGO6pa3HI)IMI/I
OOIIIECTBEHHBIMU OJIaramu.

CozaHre MaKpOIKOHOMHYECKHX U TOJHU-
THYECKUX YCIIOBHUH, 00ECTIEUHBAIONINX CBOOOIHOE
Pa3BUTUC PBIHOYHBIX CHUJI S9KOHOMHKHU, OKa3bIBACT-
€A YCIIELIHBIM U IIPUBOJUT K POCTY KOHKYPEHTO-
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