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Economic incentives for the rational  
use of agricultural land 

Purpose of the article is to explore the features and necessary prerequisites of economic incentives for the rational use 
of agricultural land. 

Research methods. In the research process the following scientific methods were used: statistical and economic (for 
calculating the amount of land with different inclined steepness), comparative, and calculated. Based on the abstract-
logical, systemic and comparative analyzes, were grouped tools that are inherent in modern financial policies for countries 
with different economic development level for the formation of an economic mechanism for the rational use of agricultural 
land. Structuring of the main financial instruments and directions for their improvement is feasible using the graphical 
method and the systematic approach. 

Research results. In the research process were highlighted the features of the application of economic incentives for 
the rational use of agricultural land. The main prerequisites for the rational use and reproduction of land resources were 
analysed. 

Elements of scientific novelty. The scientific novelty lies in the defined concept of “economic incentives for the ra-
tional land use”, systematic study of which creates a methodological basis for substantiating and implementing a coherent 
system for ensuring the rational use of agricultural land.  

Practical significance. In the article were justified proposals for economic promotion of the rational use of agricultural 
land, as well as criteria and recommendations for the taxation of sloping land. Tabl.: 1. Figs.: 1. Refs.: 26. 
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©Scientific problem. Information on the state 
of soil cover is the basis for the rational use of 
land resources. The economic basis for the 
rational use, protection and management of 
soil quality to ensure sustainable fertility 
should be a mechanism of economic incen-
tives for the rational use of soil resources, 
their protection and preservation and repro-
duction of soil fertility while strengthening 
economic and legal responsibility for violation 
of legislation on the protection of agricultural 
land. 

Analysis of recent research and publica-
tions. Considerable attention is paid to this 
issue, as evidenced by regular and numerous 
publications in scientific journals. 

The issues of state regulation of land rela-
tions, the agrarian sector of the economy are 
reflected in the works of scientists such as: 
D.S. Dobriak [5], V.M. Zaiats [6], Yu. . Lu-
penko [18], P.T. Sabluk [16], V.M. Trehobchuk 
[19], . . Treiak [20], . . Fedorov [13, 21], 
I.V. Koshkalda [7 – 9] and others. 

© O.S. Kramarov, 2019 

Considerable attention was paid by econo-
mists-agrarians of the National Research Cen-
ter “Institute of Agrarian Economics” to devel-
oping guidelines for economic incentives for 
landowners and land users for the rational use 
and protection of land, in particular by a group 
of authors headed by M. M. Fedorov [13]; 

Systematically investigated the problem and 
proposed criteria for economic incentives for 
the rational use and protection of land by  
M.P. Martyniuk. Scientist has analyzed the in-
strumental base, which is regulated in the do-
mestic legislation and highlighted the compo-
nents of the economic mechanism to stimulate 
the rational use and protection of land [12]. 

Researches of the regulation of relations in 
the field of agrochemical certification in the 
formation of sustainable agricultural land use, 
are the works of I. V. Koshkalda [9]. However, 
this problem requires more in-depth research 
and the search for new ways to improve the 
rational use and protection of land. For this, 
it is necessary to create independent analyti-
cal agrochemical laboratories equipped with 
the latest equipment in all administrative  
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areas of the state, which should be owned by 
the state and used effectively for monitoring 
soils, in particular their quality. This, in turn, 
will make it possible to strengthen the regula-
tory role of the state, in particular, to control 
the quality of the soil, which will allow for an 
effective policy of economic incentives for 
the reproduction of soil fertility or recovery 
for its loss. 

The study of the economic impact of the 
state on the regulation of land relations and 
the formation of basic principles in ensuring 
the rational use of agricultural lands are re-
flected in foreign publications and legislative 
acts:  Marian Sling [24], I. Williamson [26] and 
decisions of the European Parliament [25].  

The purpose of the article is to explore 
the features and necessary prerequisites of 
economic incentives for the rational use of 
agricultural land. 

Research results. Among various forms of 
influence on the formation of a model of land 
relations, which would ensure the rational use 
of land resources, economic incentives play a 
key role. 

Under the economic incentives for the ra-
tional use of agricultural land should be un-
derstood a complex socio-economic category 
associated with the direction of motivational 
encouragement of land users in the rational 
use of land, taking into account their spatial 
position, which would satisfy the needs of so-
ciety from the land and ensure the restoration 
of lost soil fertility through direct and indirect 
incentives. 

Economic incentives are understood as an 
integral part of the economic mechanism of 
management in the field of environmental 
management and environmental protection, in 
particular, the rational use of agricultural 
land.  

In general terms, economic incentives in-
clude: 

- Taxation (in particular land tax) 
- Financial and credit mechanism for the 

effective use of agricultural land (preferential 
loans, subsidies, etc.); 

- Pricing policy (the use of promotional 
prices and surcharges on environmentally 
friendly products, the regulation of prices for 
primary resources and final products); 

- State support for agricultural enterprises 
(financing measures to improve soil fertility 
and environmental protection, financing land 
management, reimbursement of expenses for 

the purchase of mineral fertilizers, plant pro-
tection products, the allocation of additional 
funds for the production of elite seed produc-
tion, the provision of financial assistance in 
the development and development of person-
al peasant farms, the formation of the insur-
ance system in agriculture, maintaining a sta-
ble level in guaranteed purchase prices for all 
products and raw materials; 

- creation of a system of environmental 
certification; 

- formation of a land use market; 
- introduction of accelerated depreciation 

of fixed assets (soil-protective equipment, 
anti-erosion hydraulic structures); 

- licensing of the use of natural resources. 
So, incentives in this area can be seen as 

an incentive to take active steps to comply 
with and implement environmental legislation 
and as a reward for the results already 
achieved. However, it should be noted that 
economic incentives are necessary not for all 
economic activities aimed at protecting land 
resources, but only for those that are essen-
tial. For example, it would be pointless to en-
courage the land user and the owner of the 
land plot to combat weed, since this is a 
standard everyday action of the land user and 
the owner of the land plots, at the same time 
is his duty. Failure to comply with this meas-
ure leads to negative consequences for the 
relevant subject of land relations, both eco-
nomic in nature - reduced soil productivity, 
and consequently, a decrease in yields and 
profits, and a legal nature - legal liability, es-
pecially with regard to littering of the arable 
soil layer by seeds of quarantine weeds  ( for 
example, Ambrosia artemisiifolia, etc.). 

In contrast to incentives in this area, cur-
rent legislation provides for legal liability, 
which in this case can be called compulsory 
incentives. In addition, it should be noted 
that a combination of measures of economic 
incentives and responsibility in the use and 
protection of land, according to Art. 3 of the 
Law "On State Control of Land Use and Protec-
tion" [15], was recognized as one of the basic 
principles for exercising state control over 
land use and protection along with such prin-
ciples as: ensuring the rational use and pro-
tection of land as basic national wealth, 
which is under special state protection; the 
priority of the requirements of  ecological se-
curity in the use of land resources over eco-
nomic interests; full compensation for damage 
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caused to the environment as a result of vio-
lation of the land legislation of Ukraine. From 
a conceptual perspective, the improvement of 
the economic mechanism of extended fertility 
reproduction of soils and the rational use of 
agricultural land should be based on certain 
provisions, the main of which are: 

– the output economic prerequisite 
should be the harmonization of entrepreneur-
ial motivation with the economic interest in 
introducing soil-protective technologies and 
projects, because the current practice of ag-
ricultural management suggests that most en-
terprises operate on the principle of “compet-
itiveness in exchange for soil fertility.” There-
fore, the solution of this dilemma by the har-
monious relationship of these motifs is a cor-
nerstone in the formation of an effective eco-
nomic mechanism [2]; 

– stimulation of agricultural producers in 
the field of conservation and efficient use of 
agricultural land should be implemented 
through a rational combination of administra-
tive methods of influence (state support, fees 
for soil quality deterioration, penalties for 
violating the principles of ecologic land use, 
monitoring the agrochemical condition of the 
soil) and economic regulation mechanisms 
(taxation , pricing, benefits, etc.); 

– it is necessary to stimulate only the 
expanded reproduction of soil fertility, as the 
main motivating factor for the owner invest-
ments and land user to invest additional capi-
tal in the preservation and reproduction of 
soil fertility. Economic incentives should not 
exceed the size of penalties when changing 
the agro-ecological assessment of the soil in 
the direction of increase or decrease; 

– the economic mechanism for the ra-
tional use of agricultural land should be a 
regulator of the environmental activities of 
producers and provide for the strengthening 
of environmental responsibility; 

– stimulating the concentration of land 
in efficient land users and landowners and en-
suring the receipt of funds for financing soil 
protection activities by paying compensation 
to those land users whose activities have 
caused a deterioration in the qualitative and 
ecological state of the soil. 

Formation of a full-fledged system of tar-
geted economic regulation of resource use 
should be one of the main directions of state 
policy. According to this, the use of natural 
resources and ensuring environmental safety 

should be planned as part of comprehensive 
programs aimed at achieving a balance be-
tween the levels of harmful effects on the en-
vironment and its ability to recover [3, 
p. 328]. 

The key point in any strategy regarding the 
development of an economic mechanism for 
the rational use of agricultural land, which the 
country chooses is the choice of a conceptual 
basis for the further development of the eco-
nomic mechanism of environmental manage-
ment, provides for the preservation of pay-
ments for environmental pollution and natural 
resources, the formation of a system of financ-
ing and crediting environmental protection 
measures. The Figure shows the leading in-
struments of the countries of modern financial 
policy with corresponding improvements that 
are inherent in them, with the direction of de-
velopment of the agro-industrial complex, in 
particular, the formation of a mechanism for 
the rational use of land. 

The most developed countries give prefer-
ence to state support, by means of regulated 
subsidization rules that guide the develop-
ment of agricultural farms. Developing coun-
tries are building an economic mechanism 
based on various tariffs. The least developed 
countries have a common tax system with cor-
responding standardized advanced instru-
ments. 

In the main economic measures to ensure 
the development of land relations and the 
balanced use of land resources are systema-
tized and their impact on the development of 
land relations with the necessary prerequi-
sites for a balanced use and reproduction of 
land resources is described. It is necessary to 
conduct an analysis of the rational use of land 
resources, since the country continues signifi-
cant transformation processes in rural produc-
tion in the absence of proper control over the 
final results, taking into account the environ-
mental, social and economic efficiency of the 
final effects of land management. The mech-
anism of economic incentives for the preser-
vation and improvement of soil fertility of ag-
ricultural land is based on the principles of 
the monetary value of land. The monetary 
assessment of 1 hectare of land and the dy-
namics of changes in agrochemical indicators 
are taken as the basis (primary) basis for cal-
culating the size of economic incentives. The 
condition for economic incentives is the im-
provement of all indicators of soil fertility or 
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their stabilization, given in the agrochemical 
passport. 

The scale of differentiation of the size of 
economic incentives for increasing the scoring 
of the land sets the percentage of economic 
incentives for increasing the scoring of the 
earth averages for each interval differentially 
for every 1 credit score, and the size of the 
economic incentives is charged with a cumu-
lative total [1, c. 20]. Studies show that the 
domestic land tax should form a fund for fi-
nancing land conservation measures and en-
sure the restoration of soil fertility.  

To accumulate financial resources for the 
recreation of land resources, it is proposed to 
create a land fund for restoring lost soil fertili-
ty. Sources of filling this fund should consist 
mainly of state subsidies and penalties imposed 
on land users, which by their actions led to a 
deterioration in the qualitative composition of 
land resources. Resources of the fund should 
be used only for recreation purposes, in partic-
ular: stimulation of investment activities aimed 
at improving land fertility; infrastructure de-
velopment of specialized institutions that pro-
vide land recreation; organization of research 
on land recreation; improvement and standard-
ization of soil productivity research methods; 
improvement of methods for the rehabilitation 
of technologically polluted lands; regulation of 
methods, technologies and technical means of 
the organization of biological farming; the im-
plementation of training, retraining and ad-
vanced training of personnel for the field of 
ensuring land fertility; carrying out reclama-
tion, anti-erosion measures for the reproduc-
tion of land fertility; construction and recon-
struction of land reclamation facilities, engi-
neering land reclamation communications; 
conducting remediation and prevention of land 
desertification; monitoring the reproduction of 
land fertility and the formation of the appro-
priate information bank of the agrochemical 
state of the soil [18].  Further studies of finan-
cial science in this direction should be based 
on the improvement of taxation of agricultural 
land. 

Land tax in the state economic regulation 
of the efficiency of agricultural land use be-
comes the main tool, although the state has a 
number of economic regulators at its disposal 
to regulate land relations. In order for the 
stimulating role of this tax to be fully re-
vealed, we believe that it is necessary to at-
tach this tax instrument to contour-land rec-

lamation planning, as well as ecological and 
economic crop rotation.  

Agrarian science and domestic agricultural 
practice show that with the help of crop rota-
tion it is possible to dose the production an-
thropogenic load on agricultural land, thereby 
achieving the effect of recreating, preserving 
and improving their qualitative state. Ulti-
mately, the agricultural commodity producer 
should receive a project that will ensure the 
rational and efficient use of all lands, create 
favorable conditions for increasing labor 
productivity, minimize capital investments, 
settle the issue of suspending erosion process-
es, determine the areas of land that are eco-
nomically efficient and environmentally dan-
gerous [11]. 

Land tax in the state economic regulation 
of the efficiency of agricultural land use be-
comes the main tool, although the state has a 
number of economic regulators at its disposal 
to regulate land relations. In order for the 
stimulating role of this tax to be fully re-
vealed, we believe that it is necessary to tie 
this tax instrument in contour-land-
reclamation planning, as well as in ecological 
and economic crop rotation. The point here is 
that in the conditions of transition to market 
conditions of management there arises the 
need to concentrate growing highly produc-
tive crops to produce competitive and envi-
ronmentally safe products. In crop rotations, 
farms are grown in most cases, a small set of 
field crops, and therefore it is quite difficult 
to place them after good predecessors, since 
crops return to their former place of cultiva-
tion in a year, and much of them are re-grown 
for 1-2 years, which leads to a significant de-
crease in crop yield. This negative phenome-
non can be avoided by saturating short-crop 
rotations with various types of intermediate 
crops (crop, subsowing, post-crop, etc.) using 
them for fodder or green manure. The most 
promising direction is the introduction of crop 
rotations into production with a large set of 
crops, which differ in their biological charac-
teristics. This is due to the fact that in crop 
rotation, where cultures alternate with dif-
ferent requirements for soil moisture, nutri-
ents, pathogens, this negative phenomenon is 
not observed. Crop rotation should include 
the most productive crops (their varieties and 
hybrids) that corresponds most closely to the 
soil and climatic conditions of their growing 
area. The structure of crop areas of crop rota-
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tion should strictly correspond to the speciali-
zation of the farm, which makes it possible to 
obtain cheap, high-quality and environmental-
ly safe products, as well as control the ratio 
of perennial grasses and tilled crops as a sta-
bilizing factor in the balance of humus in the 
soil. According to German scientists  
(G. Ryubenzam, G. Raue, 1960), one-year use 
of a layer of perennial grasses accumulates  
2-3 t/ha humus in the soil, and under tilled 
crops as much is lost, therefore alfalfa and 
sapartsels should be present in crop rotations, 
which will give the ability to form a positive 
balance of humus.  

If the farms adhere to these requirements, 
both in terms of compatibility of crop alterna-
tion, saturation with intermediate crops, the 
most rational structure of sown areas, the in-
troduction of perennial grasses in crop rota-
tion, preservation of soil fertility and protec-
tion from erosion, then in this case it will pro-
vide high yields of all cultivated crops and 
productivity of crop rotation in general. 

Agrarian science and domestic agricultural 
practice show that with the help of crop rota-
tion it is possible to dose the production an-
thropogenic load on agricultural land, thereby 
achieving the effect of reproducing, preserving 
and improving their qualitative state. Ulti-
mately, the agricultural commodity producer 
should receive a project that will ensure the 
rational and efficient use of all lands, create 
favorable conditions for increasing labor 
productivity, minimize capital investments, 
settle the issue of suspending erosion process-
es, determine the areas of land that are eco-
nomically inefficient and environmentally dan-
gerous [11]. 

In our opinion, the project should be made 
significant changes. They should provide that 
such projects should be developed and ap-
proved by agricultural producers themselves, 
having in their staff specialists in agronomy or 
other specialists in agriculture employed on a 
contractual basis. For the state is fixed only 
the right to establish crop rotation norms: 

- prohibition of the introduction of mono-
culture; 

- determine the percentage of land that 
should be under cover crops; 

- scientifically substantiate the period for 
the permitted return to the cultural field; 

- development of appropriate requirements 
for crop rotation depending on the angle of 

inclination of the field, the exposure of the 
slopes, etc. 

That is, for each type of agricultural land-
scape and soil type, taking into account the 
peculiarities of the region, at the legislative 
level there should be a development of re-
quirements for crop rotations, according to 
which agricultural producers should be pro-
vided with tax incentives to encourage them 
to fulfill these requirements. 

It is very important that compliance with 
the relevant norms of impact on crop rotation 
occurs not according to the Soviet model, but 
by economic methods: by means of a differen-
tiated tax burden depending on the ecological 
and economic substantiation of crop rotation 
and land improvement, as well as with the 
development of a subsidy mechanism for re-
turning funds for each hectare following the 
example of countries of European Community. 

For example, in some places, the soil on 
the slopes may lose partially or even com-
pletely humus layer as a result of the devel-
opment of erosion processes in them. These 
soils have low fertility and the maintenance of 
agricultural production on them is associated 
with additional costs. Therefore, land users of 
such land should enjoy appropriate benefits. 
In the Table shows the criterion for granting 
benefits on land taxation of sloping lands, and 
land plots with a slope angle of more than 
seven degrees should be generally removed 
from crop rotation. 

World experience shows that an increase in 
the efficiency of agriculture is possible only 
under the condition of intensive use of highly 
productive soils due to a decrease in invest-
ments in unproductive soils. 

In countries of European Community, land 
is not cultivated if one hectare of land does 
not receive 500 euros of profit. Only with such 
profitability can we ensure the innovative and 
investment attractiveness of the industry, re-
turn people to the villages to create comfort-
able living conditions [17, p. 54]. 

Therefore, an urgent problem is the opti-
mization of the land fund of the country, the 
reduction of its agricultural development and 
plowing, which will improve the ecological 
condition of agricultural forests and intensify 
production due to the concentration of funds 
in a smaller area [14]. 
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Figure. The concept of strengthening the role of the economic mechanism  
in the context of the rational use of agricultural land 

Source: Formed by the author. 
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Table 

Criteria and proposal for the taxation of sloping lands 

The angle 
of the land 

Slope lands in the 
total national 
land fund * 

Criteria for land tax benefits Tax concession (offer) 

1 2 3 4 
1–3° 9,77 mln. ha N/A N/A  
3–5° 2,5 mln. ha Three-field crop rotation; 20% land tax 

5–7° 0,5 mln. ha 

Introduction of soil-
protective technologies; in-

crease in the area under 
cover crops to 45-50% 

50% of land tax 

>7° 85 million.ha 
The ban on the use of agri-

cultural land. The nursery of 
fruit-medicinal trees. 

Exempt from taxation, if the land is 
allocated under the nursery trees. 

Source: Formed by the author, the distribution of arable land over the steep slopes, data from the State Land 
Committee of Ukraine as of 2010 [4]. 

Conclusions. The creation of the necessary 
prerequisites for the rational use and reproduc-
tion of land resources of land use is an extreme-
ly urgent problem of the modern socio-
economic and socio-political life of the country. 
Ukraine needs to refine the economic mecha-
nism for the rational use of agricultural land, 
taking into account and preferring the tariff ba-
sis of taxation, which directs land users to com-
ply with the ecological and economic crop rota-
tion. Reduction of the level of plowed-up terri-

tories and, at the same time, rationally using a 
more productive land fund with the introduction 
of intensive technologies on them. 

Economic stimulation is at the stage of 
formation and the main prerequisite should be 
environmentally oriented differentiation of 
taxation, which takes into account the 
maximum organization in accordance with the 
scientifically based requirements of crop 
rotation and the criterion of nutrient changes 
and changes in the score of soil quality. 
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