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Abstract

This article describes the current state of all meat-processing companies in Ukraine by using
such indexes as the main measures for it: number of employees involved in this particular industry
and whole processing industry, number of companies in an industry etc. An author suggests to
study self-sufficiency of main products as a result of activity of meat-processing companies in
domestic market and a dynamics of trade balance by different meat types as a result/ success on
international market. The given analysis pay attention to main problems in the industry: negative
trade balance, lack of production in strategic spheres, higher prices of imported goods compared to
cheaper national product. A structure of export was compared to its import to identify most
unbalanced categories in home market. An analysis of geographical structure of export/import
operations showed a disproportion that can bring to constant negative transformation of meat-
processing industry. A number of strategies to overcome these problems is proposed.

Keywords: barriers to entry, meat-processing industry, investments, self-suffiency, trade
balance, strategies to overcome problems.

Introduction

Industries, where a high added value is created and the need for bringing into the production
cycle results of activities from other sectors is on the top notch of interest (the index of gross added
value is the greatest in the trade sector — 16.7 %, while in the processing industry it is 12.7 %),
should be the engine of development for the Ukrainian economy after a crisis period. Many
scientists and practitioners note that the raw material orientation of export activity must be
changed to a production of high-quality, knowledge-intensive and labour-intensive competitive
products.

World’s leading countries focus exactly on this principle, and that’s why a share of processing
industry in a structure of GDP in China and South Korea is over 30 %, in Germany and Poland —
about 20 %, and in Ukraine — only 14 %.

Products from processing industry should have high competitive advantages in order to
provide proper living standards in the country and make it possible to sell and promote them
abroad. The specific feature of these industries is that they unite other industries of economy, thus
investing into their development.
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For example, production of any product in this industry requires a presence of such
components as: raw materials of a proper quality at the lowest price, and these can be results from
agriculture sphere, extractive industry, etc.; creation of new workplaces and presence of skilled
employees, that stimulates education development and permanent further training (in Ukraine
only 8% (or 1,4 million persons) of workers of the total number of population are engaged in
processing industry, in Czech Republic — 26 %, in Slovakia — 23 %, in Poland and Germany — 19 %
in South Korea— around 17 %); modern production technologies (engineering products,
development of science and applied research); attraction of foreign direct investments (their share
in this industry is 26 % of the total volume of investments to an economy in Ukraine; for
comparison: in Poland this index is 59 %, in South Korea — 45 %); and availability of a developed
market infrastructure for selling manufactured goods.

The whole complex of all mentioned factors have influenced on a fact that a share of export of
processing industry commodities in a structure of export is high enough in developed countries; in
particular, in China it is almost 94 %, in Turkey — 78 %, and in Ukraine — only 59 % [1].

Discussion

The problem of food safety, which is the result of development of the internal market of the
country, is at focus of researches among many Ukrainian scientists, namely V. Geiets, L. Deineko,
T. Ostashko, O. Shubravska etc. At the same time, international organizations constantly monitor
condition of agricultural and food sector in different countries of the world. Modern tendencies of
processing industry are also in the field of vision of national associations of businessmen, who try
to notice negative economic trends in advance and to bend every to their improvement.

The aim of an article is to exposure a condition and basic trends of development of the meat-
processing industry in Ukraine, finding out problems in this sphere and preparing
recommendations for developing individual directions for their minimization or overcoming.

Research results

We may agree that processing industry should be the key element in a process of
restructuring of Ukraine’s economy. Production of meat and meat products is an extraordinarily
perspective direction due to historical development of economy of our country, its successful
geographical location and internal potential. Thus, researchers from the Institute for Economics
and Forecasting note that every additionally invested hryvna in food production industry gives
2.3 UAH of growth in an output of this type of products, and also promotes an increase of labour
payment on 0.35 UAH [2]. Higher value of multiplicative effect could be noticed only in the coke
and nuclear industry.

While analysing the basic indexes of development of meat-processing industry in Ukraine,
lets notice that a number of actually working companies decreased in 2010-2012, however this
tendency has changed in 2013, and only 882 economic units function in the industry at present
(Fig. 1). A permanent growth of the number of workers occupied in the industry from 50.1
thousand of persons in 2010 to 62.3 thousand of persons in 2013 is also noticeable. It testifies to
extensive expansion of operating production. A positive trend is an added value of index of
industrial products (minimum index 103.9 % in 2012, maximal value 110.5 % in 2013), although in
other branches of processing industry (even in the sector of food production) occurs a reduction of
the actual volume of output (in particular, in the production of drinks, bread and baked goods) [3].
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Figure 1. Position of the meat-processing industry (manufacturing of meat and meat
products) in industrial structure of Ukraine in 2010-2013
Prepared according to [4]

Besides the total volume of capital investments in the processing industry grew from
30,578,8 billion USD in 2010 to 46,240.0 billion in 2013, but already in 2014 this volume
decreased to 41.040,5 billion USD (degree of depreciation in the processing industry was 50.1 % in
2013). However, Poland’s experience shows that technical modernization of one meat-processing
plant needs about 2 million euro (amount of these investments was directed from the state budget)
[5]. But for Ukrainian modern realities such volume of investment is impossible, and that fact
actualizes the question of involvement of cheaper foreign investment.

The condition of supply of raw materials to processing companies, and a processed food and
meat to population should also be taken into account. According to the research conducted by the
Economist Intelligence Unit (part of the group of companies The Economist Group, UK), together
with the Du Pont Company (USA), Ukraine took the 52nd place in the Global Food Security Index
[6]. This indicator takes into account data on financial and physical accessibility of food and its
guality and safety. International experts have determined that an indicator of food security is one
of the most stable factors for the Ukrainian economy (namely the conditions for its creation and
low degree losses of food).

The fact that the level of self-sufficiency in meat and meat products in Ukraine increased
from 88.9 % in 2011 to 93.4 % in 2013 is also positive, but even this amount is insufficient, as well
as the volume of farmed and imported potatoes, fruits, berries and grapes (Fig. 2). Population and
producers are fully provided with other product groups, in particular with milk and milk products
(though the level fell from 104.6 % in 2011 to 101.6 % in 2013), vegetables and melons food, eggs
and grain (level of self-sufficiency increased from 161.0 % in 2011 to 221.0 % in 2013).
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Figure 2. The level of self-sufficiency of major types of food in 2011-2013
Prepared according to [7-9]

However, the level of provision of population and manufacturers with the major types of food for
almost all groups decreased during 2011-2013 (except corn), it requires the intervention of public
authorities and assistance in a growth of cultivation or production at the problematic areas. Because
keeping this trend of economic development strategy in the country can lead to a food crisis.

Fig. 3 shows the dynamic series of the production of various types of meat and sausage
products in 2014 and early 2015 in Ukraine. A meat of poultry takes the largest share in a structure
of manufacturing. During 2014 Ukraine imported about another 3.7 thousand tones [10]. A meat of
cattle and pork occupy a small share in the structure of manufacturing, to compare: the
manufacture of sausages is larger in physical volume. But researchers in this sphere note that the
development of domestic livestock is in the doldrums [11].
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Figure 3. Manufacturing dynamics of the main types of meat
and sausage products in 2014-early 2015
Prepared according to [10]
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For comparison, the Food and Agriculture Organization (FAO) estimated that in 2013 three
largest world meat producers of produced together more than 100 million tons of products,
namely: China - 62.47 million tons, the USA - 38.5 million tons, and Brazil - 18.0 million tons [11].

For further analysis of the state and development of the meat-processing industry, we offer to
explore the dynamics of export-import operations in recent years (Fig. 4).
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Figure 4. Dynamics of trade balance of sausages and similar prepared or preserved meat, in
thousand USD
Prepared according to [10]

A tendency towards growth of export and import of meat products in Ukraine traced since
2009, but already their volume starts to decrease from 2013 and the volume of exports was 11,171.7
thousand USD and imports - 25,135.4 thousand USD in the results of 2014. The highest value of
import operations was recorded in 2008 - at the level of 46,928.8 thousand USD, and exports in
2012 (in volume of 17,633.8 thousand USD).

It should be noted that during the study period there is a negative trade balance, which was
the largest in 2008 (amounted to 65,708.3 thousand USD), then decreased to its lowest value in
2009 (12,021.0 thousand USD). However, the general trend in the dynamics of export / import of
meat is not evident.

Reduction of the negative value in the balance of foreign trade activities in 2014 cannot be
considered a positive indicator because it was a result of the simultaneous decrease in exports and
imports.

The largest share in the structure of exports of meat products in 2014 belongs to sausages
and similar meat products amounted to (3,727.2 thousand USD or 33.36 %) and finished or canned
products from domestic chickens (3,116 thousand USD or 27.89 %) (Fig. 5). A significant share in a
general structure belongs to meat mixtures (2,576.9 thousand USD or 23.07 %) and finished or
canned products of cattle (1,304.2 thousand USD or 11.67 %).

As for the dynamics of exports, it should be noted that the volume of export of sausages and
similar products grew in the period from 2009 to 2013, but in 2014 this value decreased by 38.9 %
(or 2,372.4 thousand USD). The next size group in the structure of exports (finished or canned
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products from domestic chickens) tends to increase from 2009 and 2014 reaches its maximum

value (9,323.07 thousand USD).
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Figure 5. The structure of exports of finished products and edible meat
by-products in 2014, in thousand USD

Prepared according to [10]

Let us note that this structure of exports differs by prevalence of finished products with high
content of meat and by-products. However, the list of products of meat and derivative products in
the structure of import operations has a slightly different composition (Fig. 6).

The largest share is reserved by finished or canned products of domestic chicken (7,872.2
thousand USD or 38.5 %) and sausages and similar products of meat (4,665.5 thousand USD or
22.8 %). Ham products (2,201.2 thousand USD or 10.8 %) and homogenized meat products are
also imported and then sold in retail as infant food or diet food (totaling 1,185 thousand dollars

USA or 5.8 %).
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Figure 6. The structure of imports of finished products of meat
and edible by-products in 2014, in %
Prepared according to [10]

It should be emphasized that the largest volume of import operations for finished meat
products was recorded in 2008 (46,681.4 thousand USD), but after the financial crisis the volume
of import of products not yet reached the pre-crisis level in any of the categories (except ham
products).

It should be noted that the structure of imports has changed over the period of study: while
in 2008 the largest share was occupied by sausages and similar products (44.6 % and in 2014 —
22.8 %), in 2014 finished or canned domestic chicken products dominated in the import structure
(38.5 % and in 2008 accounted for 20 %).

The interesting fact is that the value of exported sausages and similar products is on average
USD 4 per 1 kg of product, while the average price per 1 kg of imported products is USD 6.32.
This means that domestic consumers have to pay more for this group of goods as they buy foreign
meat products. At the same time this cost difference for finished or canned domestic chicken
products is not so significant and amounts to USD 0.24 per 1 kg of product.

Thus, added positive balance of trade of finished meat products is observed only in cattle
product categories, which indicates the negative development factor of the industry.

Regarding the geographical structure export and import operations, the overwhelming share
of Ukrainian goods is exported to CIS countries (namely 71.4 % of total exports), where the largest
importer of Ukrainian products and edible by-products in 2014 was the Russian Federation
(amounting to USD 5,539.56 thousand). Accordingly, 28.6 % of exports of finished meat products
(amounting to USD 3,191.02 thousand USD) is sent to other countries of the world: to Europe —
22.8 % of total exports (or USD 2,549.53 thousand in money equivalent), where the most active
partner of Ukraine are the Netherlands (the cost of purchased goods was USD 1,457.3 thousand); to
the Asian region — 5.3 % (or USD 589.62 ), with the largest share of Ukrainian products sold to
Georgia (USD 321.87 thousand ); the share of products exported to America and Australia and
Oceania is low (0.35 % and 0.03 %, accordingly) (Table 1).
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Table 1: Geographic structure of export and import of meat products
and edible by-products in 2008 and 2014

No Region Years
2008 2014
Volume of Volume of Volume of Volume of
exports, th. imports, th. USD | exports, th. imports, th.
usD usD usD
1 Total volume 7,090.1 72,798.4 11,171.7 25,135.4
2 | Countries of CIS 5,716.0 35,847.6 7,980.7 4,944 .4
3 | Other countries,
including: 1,374.1 36,950.8 3,191.02 20,191.0
Europe 481.9 32,963.3 2,549.5 20,124.8
Asia 259.0 0] 589.6 1.8
Africa 16.1 0 521.6 0
America 287.0 3,987.5 38.9 63.5
Australia and Oceania 0.5 0] 3.3 0]
Others 329.5 0] 8.5 0.9

Prepared according to [10]

As was already noted, the volume of imports of finished meat products and edible by-
products amounted to USD 25,135.4 thousand in 2014. However the geographical structure of
import operations for the year significantly differed from exports. About 20 % of products were
imported from the CIS countries, with most goods imported from Belarus (amounting to USD 177.1
thousand). For comparison, in 2008 the structure of imported products was almost completely
divided between the CIS and a large group of other countries. In 2014 the overwhelming share of
imported goods has been imported from Europe - 80.1 %, in particular from Germany - the amount
of USD 5,672.3 thousand. No meat products were imported from Africa and Australia.

Conclusion

So, the analysis of the current state of the meat-processing industry and analysis of scientific
publications on this area reveals the following problems:

e sharp reduction of effective demand (due to the reduction of real wages, rising inflation,
growth in the total level of prices, devaluation of national currency);

e significant dependence of the domestic market on fluctuations of the world market where
OECD (Organization for Economic Co-operation and Development) and FAO (Food and
Agriculture Organization) analysts define the main threats to the following factors: increase in the
scope (share) of manufacture in some countries, rising prices for production resources (especially
energy), fluctuations in prices for basic agricultural products on the world market, trade
restrictions etc.;

e significant predominance of meat products imports over exports along with a high level of
self-sufficiency of raw materials;

e although export orientation has become more diversified over the period of study, the
prevalence of the share of products directed to the CIS countries demonstrates deformation of the
structure. Some experts note the attractiveness of the Asian region (in capacity and demand level)
[14];

e low level of tariff protection of Ukrainian producers of meat and finished meat products
(especially after joining the WTO) from imported substitutes [15];

e inability to apply non-tariff methods of protection to the domestic producers (setting
minimum import prices, bans on imports and import quotas) due to its commitments in the
international arena;

e lack of certificates of quality and food safety, control system for these indicators, quality
management according to international standards in most Ukrainian meat-processing enterprises;
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¢ lack of a balanced infrastructure of the internal market, as regards both the financial sector
and logistic components.

The study allows us to offer the following steps to overcome the problems that have
developed in the meat processing sector but can be solved only with the support of the state.
These steps include:

1) stimulation of meat production (in particular, cattle and pork) and edible by-products by
domestic food enterprises, which requires qualitative changes in the livestock sector;

2) supporting the development of food engineering to ensure manufacturing of new
technological equipment for production of quality products as well as its storage, pre-packing, and
packing, that will increase the competitive opportunities of finished meat products;

3) differentiation of the structure of production and exports, focus on products with the
best quality characteristics, which generally have higher added value;

4) gradual implementation of the strategy of import substitution of certain types of meat
products, with priority given to quality goods with a relatively low cost;

5) active state export policy, which should be focused on the expansion of markets and
creation of incentives increasing exports (and production) of better quality products;

6) investment in international marketing and creation of a reliable brand of the country in
the first place;

7) restriction of import of poor quality products used to reduce the cost and usefulness of
finished meat products;

8) support for standardization and implementation of environmental standards in the
manufacturing process, facilitating certification procedures;

9) support and provision of effective demand in the domestic market, which will provide
positive financial results for producers and facilitate investment in intensive industry development.

In circumstances of drawing near to the European integration, the state policy should focus
on the protection of national interests, especially in the long term. In addition to macroeconomic
trends of the industry, a competitive environment where companies of meat processing industry
operate should also be investigated. The main obstacles in entering the new markets should be
discovered and described. This is an interesting area for further research.
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Pa3BurtHe MsconepepadaTbIBaIONIed OTPACIN B YKpaUHe:
TEeHJIeHIIUU, IPO0JIeMBI U I[yTH UX PelleHUA
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KueBckuii HanmoHa/IbHBIN yHUBepcUuTeT uMenu Tapaca [lleBuenka, YkpauHa
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AHHOTamuA. IJTa CTaTbs OIHCBHIBAET TEKYIlee COCTOSHUE MscoIepepabaThIBAOIIUX
MPEANPUATUN B YKpawHe, WUCIOJIb3ys I 3TOTO TaKhe IOKa3aTeu: KOJIMYECTBO pabOTHUKOB,
3a/IeiCTBOBAHHBIX B JJAHHOW OTpacJii U BO Bced IepepabaThIBaIoOell ITPOMBIILIEHHOCTH,
KOJIMYECTBO JIEHCTBYIOIUX KOMIIAHUH, WHEKC IIPOU3BOJICTBA U JIp. ABTOp IpejJjiaraer U3y4uTh
caMoobecIieueHHOCTh OCHOBHBIMH MIPOIyKTaMU KakK pe3yJibTar JIeATeIbHOCTH
MsicoriepepabaThIBAIONIUX MIPENPUATHH Ha BHYTPEHHEM PbIHKE U JUHAMUKY TOPTOBOTO OajiaHca
[0 Pa3JIMYHBIM BUJIAM Msica — KaK pe3yJIbTaT Ha MEeXK/IYHapOJIHOM pbIHKe. Pe3ysibTaThl aHAIN3a
MTOTYEPKUBAIOT HEOOXOAMMOCTh OOpaTHUTh BHUMAHHWE HA OCHOBHBIE MPOOJIEMBI B OTPAC/IH:
OTPHIATEJIFHOE CAJIbZ0 TOPTOBOTO OayiaHca, HETOCTATOYHCTh IPOU3BOJCTBA B CTPATETHMUYECKUX
cdepax, BRICOKHE IIEHbI Ha IMIIOPTHBIE TOBAPHI 110 CPaBHEHUIO ¢ O0JIee HUBKUMU Ha aHAJIOTUYHBIN
HAITMOHAJIBHBIA MPOoAYKT. CTPYKTypa SKcHopTa OblIa cpaBHEHa ¢ UMIIOPTOM, YTOOBI OIPEIETUTD
HauOosiee HecOAJIAHCUPOBAaHHbIE KaTETOPUU Ha BHYTPEHHEM pbIHKE. AHaN3 reorpaduuecKou
CTPYKTYPBI 3KCIOPTHO-UMITOPTHBIX OIEPalHil MOKa3asl, UYTO JUCIPOIIOPIHSA MOYKET IIPUBECTH K
HeoOpaTUMOW OTpHUIATETLHON TpaHChOpPMAIUU MscolepepabaThIBAIONEd TPOMBIIIIEHHOCTH.
Takske mpejyIaraeTcs psi CTpaTETUH /7Tl IPEOI0JIEHUS] STHX MPOOJIeM.

KiaroueBbie ciaoBa: Oapbepbl Bxoza, MscoliepepabarbiBaioias OTpacjib, WHBECTHUIIHH,
caMo00eCITIe4eHOCTh, TOPTOBBIN OaIaHC, CTPATETHH MIPEOJI0JIEHUS ITPOOIIEM.
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