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THE INFLUENCE OF UKRAINIAN AGRICULTURAL
CORPORATIONS ON THE NATIONAL TRADE BALANCE

Determined the role of the agricultural corporate sector in the formation of export
flows, identified the fundamental trends of agro-food foreign trade, assessed the com-
petitiveness of main agro-food commodity groups and defined, on this basis, the pro-
mising guidelines for its expansion via increased share of exports of the most compet-
itive products. The methodological basis of the research is the system of general and
special scientific methods. Empirical results, concerning the role of the agrarian corpo-
rate sector, have been obtained through retrospective analysis, grouping, benchmark-
ing and generalization. The research of commodity structure and foreign trade flows
of agrarian sector was based on economic and statistical methods, in particular the
balance method, the determination of the geometrical mean of annual growth rate and
so on. The method of assessing the competitiveness of each product group through the
Lafay Index, which shows the difference between the normalized trade balance for
individual goods and for all goods traded by the country, was used for identifying the
comparative advantages of Ukraine in international agro-food trade. The calculations
were carried out using world and national statistics. Time series cover the period 2004-
2018 and are analyzed from the standpoint of commodity structure. It is determined
that that the corporate sector in Ukrainian agriculture is the main producer of export
flows of agro-food products. The commodity structure research showed negative
changes in value added. The share of unprocessed goods in trade increases due to a
decrease in the share of processed products, which allows us to state the raw material
orientation of Ukrainian agro-food exports. It was noted that attention should be fo-
cused on increasing the share of products with higher value added in agro-food ex-
ports. The prospects for increasing exports of organic products were outlined. The com-
parative advantages of Ukraine in relation to the global economy were analyzed based
on the Lafay Index calculation. Received estimates allowed dividing the export com-
modity structure into competitive and non-competitive products. Products with a high
level of competitiveness were identified based on the Lafay Index analysis as well as
based on the corresponding balance sheets. The mono-specialization of agro-food ex-
ports, which makes itself felt in the predominance of raw materials, has become even
stronger due to the orientation of the corporate sector solely to the global food demand
and the weakness of the influence of state management structures in Ukraine. This
causes instable export earnings and poor predictability of the results of Ukrainian
farmers' economic activities, as well as increases significantly the environmental risks
of agricultural production. The Ukrainian agro-food foreign trade is characterized by
positive features, including an increase in value and volume of exports, improved food
self-sufficiency, surplus trade accretion and by negative ones, namely: reduction of the
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share of processed products and semi-finished products in the agrarian trade struc-
ture, low activity of small agricultural traders oriented to exportation products from
Ukraine, and weak promotion of Ukrainian agro-food exports by public authorities.

Keywords: agro-food foreign trade, corporate agrarian sector, competitiveness,
commodity structure, export flows

Over the last years, Ukraine's agriculture has shown significant achievements. Crop yields
and animal productivity are gradually increasing steadily output and exports are growing,
and a relatively high level of production profitability and profit-earning capacity is main-
tained [1]. Agri-food production plays an important role in improving the country's balance
of payments. Thus, the products of the agri-food complex in 2009-2013 provided on average
about a quarter of all export revenues. During the recent economic crisis, this figure exceeded
40%, and in 2018, it was 39%. Meanwhile, over the period of Ukraine's independence (since
1991), the export of agri-food products is significantly higher than the corresponding imports
(in 2018 — almost four times). This forms a significant positive foreign trade balance of agri-
food products (13,6 billion US dollars in 2018) [2, 3].

Ukrainian agricultural production is increasingly involved in the global economic space
[4]. The share of exports in agricultural production is growing. In most cases, it does not fall
below 20%, on average it is 40-50%, but for some products it can reach 70-80%. On the one
hand, there are positive effects of this process (such as the increase in foreign exchange ear-
nings, the intensification of investment and innovation etc.), on the other hand, the industry
is dependent on the influence of global environmental factors. This influence is especially
dangerous for sub-sectors, and their activity largely depends on changes in the world agri-
cultural market. Thus, half of Ukraine's agricultural exports are products that have not under-
gone in-depth processing (primarily grain and oil crops), while the share of exported products
with high added value in the last five years did not exceed 17% [2, 3]. Therefore, increasing
price volatility in world markets for such products poses additional threats to the stable de-
velopment of the industry. In particular, this is due to the deterioration of the predictability
of foreign exchange earnings, the formation of an inefficient structure of agricultural produc-
tion under the influence of external demand, the imbalance of the domestic food market due
to increasing export orientation of production, etc.

Nowadays the main producers of agricultural products in Ukraine are enterprises and
households, which produce 50 and 41% of agricultural products, respectively. The role of
classic farmers is still small, as they produce about 9% of agricultural products.

Ukrainian agri-food exports are provided mainly by the products of agricultural enter-
prises, which represent the corporate sector and operate according to the models of behavior
described by R. Nelson and S. Winter [5]. About half of such exports are grain and oil crops.
Their production by 2/3 is concentrated in corporate agricultural enterprises. The role of
households and farmers in the formation of export deliveries is small. Due to the dominant
role of the agricultural corporate sector in exports, the article pays special attention to its
formation and functioning in the Ukrainian economy.

The purpose of the article is to assess the role of the corporate sector of agriculture in the
formation of export flows and identify promising areas for increasing them by changing the
structure of agri-food exports, namely: increasing the share of exports of the most competi-
tive products.

The calculations were compiled using data from State Statistics Service of Ukraine. Time-
series data covering the period 2004-2018 are analyzed from the standpoint of product struc-
ture.
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The commodity structure is based on the Ukrainian Classification of Goods for Foreign
Economic Activity (UCGFEA), taking into account the correspondence of UCGFEA posi-
tions to the positions of the Comprehensive Nomenclature, developed for European Statisti-
cians at the level of eight characters [6]. The volume of Ukrainian agricultural foreign trade
flows is estimated in US dollars.

The subject of the study is the foreign trade flows of the Ukrainian agri-food sector, their
volumes, structure and corporate sector of Ukrainian agriculture as their main producer, as
well as identifying comparative advantages of Ukraine in foreign trade in agri-food products.

According to the theory of comparative advantage, a country exports those goods that are
on average cheaper than in other countries in the general equilibrium of a closed economy,
and imports those goods that are on average more expensive than in other countries in the
general equilibrium of a closed economy, with such basic conditions as: the absence of fun-
damental distortions in the economy, for example the state intervention; rational, aimed at
optimizing the production activities of firms and households; and the optimal balance of
closed and open economies in accordance with the Pareto Principle [7].

To assess the comparative advantage, the authors considered it appropriate to use the
Lafay Index (LFI), which is resistant to macroeconomic shocks, as it considers the difference
between the normalized trade balance for an individual commodity and all traded goods [8].
For a particular country i and good j, the Lafay Index is calculated as follows:

LFIf = 100 x (x’_m’ - Zg=1(x;f_m3-')> x
xjrmy o Sk emy)) 7 2 (e + m))

where: N — this is the total number of traded goods;

xij and m;j — export and import of goods j of the country i respectively. Thus, the Lafay
Index determines the contribution of a single product to the normalized trade balance of the
country. Therefore, the sum of LFI indices for all commaodities should equal zero. With a
positive value of the index, we can talk about the existence of comparative advantages and
vice versa. Thus, the indices of identified comparative advantages allow us to assess the exis-
ting and realized advantages in trade, but do not provide any assessment of their future dy-
namics [9].

Agricultural corporate sector as the main producer of export flows of agri-food prod-
ucts. The beginning of the corporate system development in Ukraine’s agricultural sector in
the 1990s of the XX century, after the country gained state independence. According to
Ukrainian legislation, agrarian corporations include business associations, private enterprises
and production cooperatives, their capital consists of land and property shares of individuals.
In 2017, according to the State Statistics Service of Ukraine, there were more than 11,2 thou-
sand agricultural corporate enterprises. Compared to 2010, their number decreased by almost
29%, which indicates the process of concentration in the industry during this period. In 2018
the trend changed dramatically and the number of agricultural corporate enterprises increased
by 40% (up to 16 thousand).

It is noteworthy that the number of corporate enterprises in the agricultural sector is rela-
tively small: about a quarter of their total number. However, the corporate segment accumu-
lates about 80% of all agricultural land used by agricultural enterprises, in other words, more
than 15 million hectares.

According to State Statistics Service of Ukraine, the size of a corporate enterprise aver-
ages about 1,000 hectares (farms — 200 hectares). At the same time, about 8% of these enter-
prises do not have agricultural land at all, and even the largest ones are measuring their land

ISSN 2663-6557. Economy and forecasting. 2020, 1 99



@ Shubravska O., Prokopenko K.

in hundreds of thousands of hectares. The enterprises that do not use land resources are, in
particular, large poultry farms, pig farms, etc., which are also part of the agricultural corpo-
rate system. Agrarian corporations keep more than half of total poultry population and almost
half of total pig population grown by Ukrainian agricultural enterprises.

Characterizing the corporate enterprises of Ukrainian agricultural sector, one should note
that the dominating ones are those, which have less than 10 thousand hectares. Their share in
the sale of agricultural products of the corporate sector is 73%. At first glance, the most ef-
fective group of enterprises are those having over 100 thousand hectares. They sell the largest
amount of products per 1 hectare of used agricultural land. However, as a rule, these enter-
prises are characterized by mono-production, which is based on the use of industrial-type
technologies and does not ensure compliance with the principles of sustainability, greening
and conservation of biodiversity in agriculture [10].

Enterprises with a land area of 10 to 100 thousand hectares are less numerous, but they
use a fifth of agricultural land and, the share of these enterprises is also 20% (Table 1).

Corporate enterprises employ the vast majority (almost 90%) of employees in the sector.
The level of provision of corporate enterprises with agricultural machinery is also high. Thus,
this segment accounts for 71% of the total number of tractors used by Ukrainian agricultural
enterprises and 66% of combine harvesters.

Accordingly, the contribution of corporate enterprises to agricultural production has been
growing steadily recently. In 2018, such enterprises produced almost 50% of all agricultural
and 51% of crop production in the industry. In terms of individual products, the share of
corporate enterprises is even more significant. In addition to the above-mentioned grain and
oil crops, the share of sugar beets produced by agricultural corporations is significant (over
88% of their total volume in 2017). Agricultural corporations also produce more than 60%
of the total amount of meat and more than half of the total amount of eggs.

Table 1

Agricultural sales by agricultural corporate enterprises depending
on their land area

Number of - T
enterprises 5 < ©
P T <) 5
s g 2 e
Groups of enterprises b g 28 g3
roupslgngnaiggr'ses Y| thousa | % of the 2 33 28
nds of total 3 ER:] £83
units amount = =R ot
2 £ 2 g
<2 @
Enterprises without 16 8.1 B B 47
agricultural land
Enterprises with an area of
acreage
from001t0100 | 472 | 9598 | 144745 223 73,0
thousand hectares
from 10,0110 1000 |, 09 | 35930 25,0 203
thousand hectares
over 100,0 thousand hectares 0,0 0,02 351,4 25,5 2,0
Total 19,5 100,0 18418,9 24,1 100,0

Source: data compiled and calculated by the authors on basis of State Statistics Service of Ukraine.
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Holding structures currently dominate the agricultural corporate segment of Ukraine.
They are not legally institutionalized and are also partially controlled by foreign capital [11].
Due to taking over Ukrainian agricultural enterprises of the traditional type or establishing
strict control over them, holding structures control large amounts of the most fertile agricul-
tural lands located in different regions of the country. According to the above mentioned, the
agricultural sector of Ukraine for a long time contains industrial, commercial, and banking
capital, initially not related to agricultural business [12]. Obviously, the main purpose of these
businesses is to increase profits, as this is the survival path of the corporation [13]. The cur-
rent land area of these holding structures constitutes hundreds of thousands of hectares, and
their agricultural output is growing from year to year. First of all, such an increase in output
is due to the global demand for food. The consequences of this are the deformation of the
agricultural sector structure, and growth of environmental problems, mainly related to this
country's raw material agri-food exports.

Due to the fact that in Ukraine these agricultural holdings are not actually legalized, there
is no official information about their number and their land area. According to expert esti-
mates, the total number of these structures is now about one hundred units with a share in
land use of about 30% (of total land possessed by agricultural enterprises). In 2018, 10 largest
agricultural corporations alone used almost 7% of all Ukrainian agricultural lands [14].

Some agricultural corporations in Ukraine are directly controlled by foreign capital. A
number of corporations that position themselves as Ukrainian have foreign jurisdiction (in-
cluding offshore). In particular, all of the top five companies with the largest land banks have
foreign registration. On the other hand, these large agricultural producers have foreign
branches, including trading ones, created to facilitate their export activities.

In the field of foreign trade in Ukrainian agri-food products, in addition to large domestic
holding structures, there are powerful international traders. For example, Cargill, Louis Drey-
fus, Bunge, COFCO, RISOIL, Allseeds, etc. In Ukraine these companies specialize in trade
and processing of agricultural products, they own elevators and terminals for transshipment
of grain and vegetable oil, and oil extraction facilities.

These holding companies are the main agricultural exporters in Ukraine. They both sell
their own products and often act as traders. In 2018 ten largest exporters of agricultural pro-
ducts generated 56% of all domestic agricultural exports [15].

The rapid growth of global food demand and corresponding foreign trade facilitated the for-
mation and development of large, in particular international, agribusiness in Ukraine. The libera-
lization of international trade played an important role in stabilizing the domestic economy for
Ukrainian society during the crisis in the 1990s. On the one hand, there were negative effects
(structural disparities in the domestic economic system due to the reduction and even phasing out
of several subsectors), on the other hand, there were also positive effects. They showed up in the
growth of foreign exchange earnings and stabilization of agri-food production under the condi-
tions of a severe decline in the purchasing power of Ukrai-nian population. All this gave domestic
farmers the opportunity not only to survive in the harsh crisis, but also to gradually begin to in-
crease financial and logistical resources, which were catastrophically reduced compared to the
pre-crisis period. The focus of agribusiness mainly on global demand at that period can be con-
sidered as forced and to some extent justified.

Nowadays in a very difficult period for this country, foreign exchange earnings of the
sector are no less important for stabilizing the development of the domestic socio-economic
system. However, there is already a clear awareness of the need not only to increase exports,
but also to deepen its diversification, and increase efficiency in order to ensure a sustainable
increase in export earnings.
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In this context, the improvement of Ukraine's trade balance should be accompanied not
only by an increase in the positive balance of trade in agri-food products, but also by an
improvement in the export structure, namely an increase in the share of products with the
lowest price volatility and most stable demand.

Next, we will analyze the state of Ukraine's trade balance and assess the competitiveness
of Ukrainian exports in terms of individual product groups of agri-food products. This will
help justify possible areas for improvement.

The dynamics of the state of foreign trade in food and agricultural products. As mentioned
above, the Ukrainian agri-food sector is rapidly raising its share in the global food market. Both
export and import components of the trade balance are growing. Thus, the export of Ukrainian
food and agricultural products is increasing quite dynamically, especially in physical indicators.
In 2018 the agri-food sector provided 39% of all foreign trade revenues of the state (in 2009-2012
— an average of 22%, in 2014 — 31%, and in 2016 — 42%) (Table 2). According to the authors'
estimates, this was achieved due to an increase in export prices (agri-food export price index was
107%). Accordingly, the index of physical volume of exports in 2018 was 97,9%, which indicates
its decrease. Thus, in 2018 Ukrainian farmers managed to earn an additional $ 1,2 billion USD of
export earnings due to favorable price conditions.

However, as mentioned above, currently almost half of the export revenues of Ukrainian
agricultural sector is earned due to the export of grain, and seeds of oil crops. According to
State Statistics Service of Ukraine, the share of finished food products (UCGFEA positions
16-24) decreased from 30 to 16% during 2004-2018. At the same time, in 2017 and 2018
there was some increase in this indicator (by 15,4 and 6,8%, respectively).

Table 2
Dynamics of commodity structure of Ukraine's foreign agri-food trade

Indicator 2005 2013 2014 2016 2017 2018

cxport,milliondollars 1 4307 | 170243 | 166690 | 152818 | 177569 | 186118
Import, million dollars
usb

Net balance, million dol-
lars USD

The share of agri-food
products in 12,3 26,8 30,9 42,0 41,0 39,3
total exports, %

The share of agri-food
products in 7,4 10,7 11,1 9,9 8,7 8,8
total imports, %
Source: data compiled and calculated by the authors according to State Statistics Service of Ukraine.

2684 8184,0 6059,3 3891,1 4301,1 5055,5

1623 8840,3 | 10609,7 | 11390,7 | 13455,8 | 13556,4

Ukraine has a significant potential to raise agri-food output and exports. Thus, increasing
the current, relatively low, efficiency of agricultural production can greatly increase internal
and external flows of agricultural raw materials and processed products. Consequently, there
is a problem of production distribution. It is obvious that agricultural raw material exports
should not dominate in the overall structure of export deliveries due to the high volatility of
the relevant markets. Therefore, attention should be focused on increasing the share of food
products with higher added value in agri-food exports [16]. However, data show that com-
modity exports continue to dominate. The following information on the commodity structure
of Ukraine’s agricultural trade indicates negative changes in terms of value added (Table 3).
The share of trade in unprocessed goods is growing due to a decrease in the share of processed
products (currently the share of processed products has decreased to 40%). This makes it
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possible to state that Ukrainian agricultural exports are becoming more and more raw mate-
rial based, which requires a revision of this country's agri-food trade policy.

Table 3

Ukraine's foreign agri-food trade in terms of processed and unprocessed goods,
million dollars USA

Index
Indicator 2004 2008 2014 2016 2018 2018 to
2004, %
Export
Unprocessed goods,
total (UCGFEA codes | 1784,4 6373,7 9750,6 | 8868,7 11097,4 621,9
1-14)
Processed goods, total
(UCGFEA codes 15— 1686,5 4463,9 6918,3 6413,1 7515,3 445,6
24)
Total 3470,9 | 10837,6 | 16668,9 | 15281,8 18612,8 536,3
The share of unpro- 51,4 58,8 585 | 580 59,6 116,0
cessed products, %
The share of pro-
cessed products, % 48,6 41,2 41,5 42,0 40,4 83,1
Import

Unprocessed goods,
total (UCGFEA codes 754,4 3164,5 3155,8 19111 24469 324,4
1-14)
Processed goods, total
(UCGFEA codes 15— 1154,0 3292,1 2903,5 1980,0 2604,8 225,7
24)
Total 19084 | 6456,6 | 6059,3 | 3891,1 | 50517 264,7
The share of unpro- 39,5 49,0 52,1 49,1 48,4 1225
cessed products, %
The share of pro- 60,5 51,0 47,9 50,9 51,6 85,3
cessed products, %

Source: data compiled and calculated by the authors on basis of State Statistics Service of Ukraine.

It is important to note the expansion of supplies (mainly to EU) of Ukrainian organic
products. The production potential of these products in Ukraine is significant. Currently, 420
thousand hectares of organic agricultural lands and 570 thousand hectares of wild plants are
certified in Ukraine. According to this indicator, in 2016 Ukraine ranked 20th in the world
[17]. The growth rate of Ukrainian organic production is 5,4 times higher than in European
countries and almost five times higher than in the world. The number of producers of organic
products in 2017 was 375 (in 2002 the number was 31), and operators on the organic market
— 588 (in recent years, the annual growth of their number exceeded 15%).

A research by the Federation of Organic Movement of Ukraine shows that the modern
domestic consumer market of organic products in Ukraine began to develop in the early
2000s. In 2005 it was estimated at 200 thousand euros, in 2010 —at 2,4 million euros, in 2015
—at 17,5 million euros, and in 2017 — increased to 29,4 million euros (for comparison: the
world market in 2016 was more than 80 billion euros) [18].

Ukraine produces a wide range of organic products, although more than 45% of the total
area of organic land comprise grain crops. Organic grain and oil crops, cereals, fruits, berries,
meat and dairy products are mainly produced. Due to the relatively low purchasing power of
Ukraine’s population, domestic consumption of organic products is ten times less than in EU
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countries. Thus, the level of consumption in this country’s domestic market is low — about
0,68 euros per capita, compared to 10-11 euros in the world. In terms of the volume of do-
mestic market of organic products, Ukraine ranks only 25th in Europe. From each hectare of
organic agricultural land in our country, the domestic market consumes only 50 euros worth
of products, while in European countries the figure is 2345 euros. This situation is mainly a
consequence of the export orientation of organic production in Ukraine: 80% of organic pro-
ducts are exported, mainly to the European market [19].

In 2017, exports of organic products amounted to 99 million euros. The largest consu-
mers of Ukrainian organics are the Netherlands, Germany, Great Britain, Italy, Austria, Swit-
zerland, the USA and Canada. The main export goods are grain crops, oil crops, legumes,
berries, fruits and wild plants. Jams, juices, nuts, are meal are also exported.

The organic sector is attractive for production and export, as the profitability of the busi-
ness in almost any its segments is significantly higher than in the traditional agricultural sec-
tor. According to the commercial service of the US Embassy in Ukraine, the average return
on investment in Ukrainian organic farming is about 300%.

Thus, the agricultural corporate sector, having significant resources from the export of
grain and oil crops, can occupy this potentially promising export niche, which initially re-
quires significant investment, but has a high demand, which will grow steadily in the future.

Everything mentioned above allows us to say that Ukraine's export agri-food potential is
significant and highly demanded. At the same time, in the short and medium term, the main
export commodity groups will continue to be crop products (corn, wheat, sunflower seeds,
rapeseed, and soybeans) and vegetable oils. Exports of fruit and vegetables and organic pro-
ducts will also develop. At the same time, we can expect a dynamic increase in exports of
livestock products, especially chicken, eggs and (due to active expansion of the global mar-
ket) dairy products.

As for the import of agri-food products, it is significantly lower than exports. Ukraine is
a net exporter of the vast majority of agricultural products. Particularly important in the for-
mation of supply on the domestic market are mainly products of non-competitive imports,
such as tropical fruits, olive oil, etc. Therefore, as it was mentioned, the balance of Ukraine's
foreign trade in agri-food products is constantly positive. In 2018, it amounted to 13,6 billion
dollars USD. And we can observe this in all directions of deliveries. In terms of individual
product groups, the balance may become negative. This is especially true of processed pro-
ducts (codes 16-24) due to the above-mentioned raw material orientation of Ukrainian ex-
ports. Particularly, in trade with EU countries, the balance of this product group is negative
(in 2018 — 33,6 million dollars USD).

Next, we assess the competitiveness of Ukrainian exports in terms of individual product
groups of agri-food products. This will help justify possible ways to improve this country's
trade balance

The justification of the choice of the most competitive export commodity groups of agri-
food products

To analyze Ukraine's foreign trade, we use the Lafay Index as the main index of identified
comparative advantages. At this investigation phase, it is necessary to analyze the compara-
tive advantages of Ukraine in the world economy, as it will give an overall picture of the
situation, and also due to the fact that nowadays the directions of trade flows of Ukrainian
agricultural exports are quite diversified. The assessment was performed for each of the pro-
duct groups 1-24 and the total export of goods for the relevant time periods.

The competitiveness of Ukrainian agri-food exports was assessed in the long run (Table 4).
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&

Table 4

The competitiveness of commodity groups of Ukrainian agri-food exports
in relation to the world — LFI index

The name of | 5, 2008 2013 2014 2016 2017 2018
product group

10 cereals 0,9985 | 2,6400 | 48482 | 57335 | 81518 | 7,2707 | 7,4509
15 animal or

plant fats and 05759 | 1,0782 | 2,5164 | 32681 | 51203 | 4,91713 | 4,4773
oils

]}rii‘:;' seedsand | (1737 | 09143 | 1,3706 | 12789 | 16845 | 19198 | 1,6625
23 remains and

wastes of food | 0,225 | 02166 | 05456 | 0,8058 | 1,1493 | 0,9988 | 1,0752
industry

02 meat and

meat prepara- | -0,0013 | -0,4308 | -0,1272 | 01344 | 04255 | 04701 | 05132
tions

04 milk and

milk products, | 6155 | 04263 | 03780 | 0,3631 | 03751 | 04619 | 0,4008
eggs; natural

honey

17 sugar and

sugar confec- 0,0046 | 00822 | 0,1484 | 00819 | 04090 | 04206 | 0,3197
tionery

1 flourgrind- -\ 55006 | 01045 | 00919 | 00923 | 01612 | 01688 | 0,151
ing products

07 vegetables 0,0418 | 0,0078 | -0,0263 | -0,0289 | 0,1011 | 0,1748 | 0,1418
L9 preparations | o564 | 0923 | 01872 | 02064 | 01743 | 0,1920 | 0,1285
of grains

14 plant materi-

als for produc- | 0,0018 | 00019 | 0,424 | 00791 | 00371 | 00274 | 0,0348
ing

24 tobacco and

industrial sub- | 3665 | .0,0098 | -0,0638 | -0,1337 | -0,1308 | -0,1040 | -0,0001
stitutes of to-

bacco

20 products of

vegetables pro- | 0,0427 | -0,0379 | 0,275 | 00621 | 00452 | 0,0225 | -0,0008
cessing

gfogtj‘(irsa”'ma' 0,0148 | -0,0031 | -0,0085 | -0,0103 | -0,0120 | -0,0148 | -0,0090
01 live animals | -0,0166 | -0,0437 | -0,0632 | -0,0577 | -0,0348 | -0,0203 | -0,0240
ﬁztzrr‘ael"ac -0,0232 | -1,0252 | -0,0238 | -0,0277 | -0,0338 | -0,0320 | -0,0287
O6 seedingsand | 4 5315 | .0,0563 | -0,0925 | -0,0635 | -0,0299 | -0,0346 | -0,0295
other trees

16 preparations | 5571 | -0,0681 | -0,0645 | -0,0660 | -0,0625 | -0,0864 | -0,0750
from meat, fish

18 cocoa and

cocoa prepara- | 0,0596 | 0,1633 | 0,1404 | -0,0301 | -0,0663 | -0,0884 | -0,0935
tions

09 coffee, tea -0,1351 | -0,1184 | -0,2090 | -0,2252 | -0,2308 | -0,2310 | -0,1979
22 alcoholic and

non-alcoholic | ¢ y965 | 0,186 | -0,0863 | -0.1547 | -0,1606 | -0,.2326 | -0,2508
beverages,

vinegar
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Table 4 (end)

Thename of | 5000 | o008 | 2013 | 2014 | 2016 | 2017 | 2018
product group

2lother mixed | 1745 | -0,2579 | -0.2275 | -02898 | -02098 | 03230 | -02712
foodstuffs

08 eatable -0,0487 | -0,2086 | -0,6719 | -0,6019 | -0,4307 | -0,3814 | -0,2891
fruits, and nuts

03 fish and -0,1641 | -0,343L | -05266 | -05211 | -0,5228 | -0,5483 | -0,5272
crustacea

Source: data compiled and calculated by the authors on basis of State Statistics Service of Ukraine.

In the world market, Ukraine has significant comparative advantages for the following
groups: 10 cereals and 15 animal or plant fats and oils, and can achieve comparative ad-
vantages for the following groups: 12 oil seeds and fruits, 23 remains and wastes of food
industry, 02 meat and meat preparations, 04 milk and milk products, eggs, honey, 17 sugar
and sugar confectionery, 11 flour-grinding products, 07 vegetables, 19 preparations of grains,
and 14 plant materials for producing.

Over the past 15 years, Ukrainian agricultural exports have lost comparative advantages
for the following groups: 22 alcoholic and non-alcoholic beverages, vinegar, 20 products of
vegetables processing, 18 cocoa and cocoa preparations, 05 other animal products, but
Ukrainian agricultural exports have expanded in groups 11 and 02. For 13 out of 24 groups
of product goods Ukraine has a low level of competitiveness, which indicates a lack of di-
versification and mainly raw materials orientation of Ukrainian agricultural exports.

Strong non-competitiveness is observed in trade in alcoholic and soft drinks, edible fruits
and nuts, as well as fish and fishery products. At the same time, the non-competitiveness of
the latter group, as well as that for coffee and tea is not critical for Ukraine, as this country’s
agriculture does not specialize in these items due to natural environment.

Based on the analysis of Ukraine’s foreign trade in agricultural products, we can divide
the commodity structure of exports into competitive and non-competitive products. Goods
with a high level of competitiveness were identified based on the analysis in terms of the
Lafay Index (LFI) (Table 4), as well as based on the calculation of relevant balance sheets.
Commodity groups are considered competitive if they have a positive trade balance or their
LFI is positive. The division of goods into competitive and non-competitive gives only a
rough estimate. Accurate identification of competitive and non-competitive product struc-
tures would require in-depth analysis that goes beyond this study.

The above-mentioned approaches allow to identify the competitive and non-competitive
items (Table 5).

This table, describing the last fifteen years of Ukrainian agri-food trade, allows the au-
thors to draw the following conclusions.

As already mentioned, competitive goods for agri-food trade generate a positive trade
balance. Non-competitive positions, as a rule, have a negative effect on the trade balance.
The constantly growing positive balance of trade in agri-food products indicates that the ex-
port of competitive goods prevails in Ukrainian agri-food trade. According to our estimates,
this is confirmed by the geometrical mean of annual growth rate of the balance, which during
the study period for competitive goods was 1,43, and for non-competitive — 1.41.

Recently in the commodity structure there has been a more pronounced concentration on
individual commodity items. Ukrainian agri-food exports are based on a relatively small
number of product groups, which form a significant part of the value. They include cereals,
vegetable fats and oils, seeds and fruits of oil plants, remains and wastes of food industry,
sugar and sugar confectionery, meat products, milk and milk products. Imports are largely
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Table 5
Ukrainian agri-food trade: the balance of competitive
and non-competitive product groups, million dollars USA
The name of 155, 2008 2013 | 2014 | 2016 | 2017 | 2018

product group

Competitive groups

10 cereals 675,8 3557,3 6045,2 61775 5925,1 | 63243 7049,6

15 animal or plant | 595 & 13328 30941 | 35203 | 37170 | 43391 | 42292

fats and oils
]}rii(t’;' seeds and 120,0 1192,2 16549 | 13757 | 12605 | 12155 | 17018
23 wastes of food | o) 5 2417 6355 | 8664 | 8313 | 8835 | 10087
industry
02 meat and meat
oreparations 19,2 -768,8 2704 | 1425 | 3070 | 4192 | 4785
04 milk and milk
products, eggs; 408,2 548,8 428,7 389,6 2710 409,3 374,8
natural honey
17 sugar and sugar | 97,2 1710 | 878 | 2958 | 3697 | 2998
confectionery
11 flour-grinding |, 4 1315 111,0 99,3 1166 | 1497 | 1416
products
07 vegetables 28,1 -9,2 -64,4 -32,7 71,0 159,4 129,5
;?a'i"r:gpara“ons of | 421 922 1971 | 2209 | 1240 | 1786 | 1147
14 plant materials |, , 23 53,4 85,2 27,0 238 32,9
for producing

Total 1801,3 6418 12056,1 | 12932,5 | 129463 | 144721 | 15561,1

Non-competitive groups

24 tobacco and in-

dustrial substi- -205,6 -235,0 -161,2 -148,8 -108,4 -48,8 -19,2
tutes of tobacco
20 products of
vegetables pro- 35,2 -119,8 107,5 64,8 29,5 34,1 -9,0
cessing
05 other products 10,0 -1,7 -15,2 -11,4 -9,3 -10,6 -9,6
01 live animals -9,2 71, 996 | 629 | -271 | -117 | 26,0
13 shellac natural | -13,1 43,3 35,7 | 296 | -260 | -249 | -285
Obseedingsand | 195 | 983 | -1416 | -601 | 224 | 272 | -295
other trees
Lo preparations | 59 | g294 | 1081 | 721 | -474 | -665 | -755
from meat, fish
8 cocoaand cocoa | 57 g 144,1 944 | 360 | -549 | -525 | -102,6
preparations
09 coffee, tea 784 | 2076 | -3224 | -2453 | -173,7 | -1805 | -197,0
22 alcoholic and
non-alcoholic 202,5 224,3 -210,8 -170,8 -125,7 -163,6 -259,9
beverages, vinegar
21 other mixed 901 | -4763 | -4029 | -3176 | -2282 | -2429 | -2756
foodstuffs
OB eatable fruits, | 517 | 4009 | -10589 | -656.6 | -3280 | -2820 | -297,9
and nuts
03 fish and 945 | 6004 | -8108 | -567.5 | -392,9 | -4290 | -524,6
crustacea

Total 2386 | -2037 | -3165,3 | -2322,9 | -1514,5 | -1506,1 | -1854,9

Source: formed based on authors' calculations.
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formed from non-competitive goods, but in its structure you can also find several competitive
goods. The following imported items have strengthened their position in recent decades: fish,
fruit and nuts, preparations of cereals, beverages and spirits, and cocoa products. These
groups make a significant contribution to reducing the positive balance of Ukrainian agri-
food trade, which however continues to increase due to raw materials and oils.

A key aspect of Ukrainian agri-food trade is its ever-increasing competitiveness. Extremely
critical negative values of LFI were found in fish and seafood trade, fruit and nuts, alcoholic and
non-alcoholic beverages, various processed products, and tobacco and its substitutes.

Conclusions

Ukraine’s agri-food complex is one of the most stably developing segments in the deve-
loping economies. The agri-food sector ensures national security, and has a significant pre-
sence on the world food market. At the same time, the positive balance of foreign trade ba-
lance of agri-food products is approaching 14 billion dollars USD.

The main producer of export flows of Ukrainian agri-food products is this country's big
agricultural business, which represents the corporate sector. Such companies are often con-
trolled by foreign capitals or have foreign jurisdiction, although they seek to position them-
selves as Ukrainian entities. The focus of these companies is on global food demand and the
weakness of state management structures in Ukraine have led to the consolidation of the
mono-specialization of Ukrainian agri-food exports (with a predominance of raw materials).
This significantly increases the environmental risks of agricultural production due to non-
compliance with crop rotations.

Raw materials dominate in the structure of Ukraine's agri-food exports. This causes in-
stability of export revenues and poor predictability of economic results of Ukrainian farmers.

Analyzing the development of Ukrainian agri-food trade, we can identify its several po-
sitive and negative features. On the one hand, there is an increase in the value and volume of
exports, an increase in the level of food security, an increase in the trade surplus, and a gro-
wing ratio of export coverage to imports. On the other hand, there are such shortcomings as
low activity of small agricultural traders focused on exporting products from Ukraine, weak
promotion of Ukrainian agri-food exports by public authorities (primarily, the lack of the
concept of agricultural trade support), and reduced share of processed products and semi-
finished products in the structure of agri-food trade. However, despite all this, there is reason
to expect that in the future the competitiveness of Ukrainian agri-food products in European
and world markets will increase.
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BILIMB ATPOKOPIIOPAIIIN YKPAIHU HA CTAH
TOPI'OBEJIBHOI'O BAJIAHCY JAEPKABH

LocniorkeHo posb KOpnopamueHoz20 CeKmopa 2aany3i CLIbCbK020 2ocnodapemea y
hOpPMYBAHHI EKCNOPMHUX NOMOKIB, 8USI8IEeHO OCHOBHI MeHOeHUll 8imuusHsHol azpo-
npo0o8obuoi 308HILUHBLOL MOp2ieii, OYIHEHO KOHKYPEHMOCNPOMOIKHICMb OCHOBHUX
Mo8apHUX epyn azponpooosobCcmaa ma Ha 0OCHOB8L Ub020 8CMAHOB8IEHO NEePCNeKmue-
Hi Hanpamu il HApOWYB8AHHSL 30 PAXYHOK 3POCMAHHS UACMKU eKcnopmy Halbinbul
KOHKYPEHMOCNPOMONHOL npooyKyii. MemooonoziuHo0 0CHO80H 00CAIOIKEeHHS Cmaaa
cucmema 30z20/lbHOHAYKOBUX MA CNReylanbHUX Haykosux memoodis. EmnipuuHi pe-
3yabmamu w000 POl AzpapH020 KOPNOPAMUBHO20 CeKmopa OYyau OmpumaHi Wist-
XOM pempocneKmu8Ho20 aHANI3Y, ePYNY8aHb, NOPIBHIbHOZ0 AHANI3Y Ma Y3azaib-
HeHHsl. B ocHosy docioxeHHsl mMo8apHOi cmpykmypu ma 308HIUHBLOMOP208ENbHUX
nomokiga azponpo0o8osbuo20 cekmopa 6Ysno NoknadeHO eKOHOMIKO-CMAMUCMUYHL
Mmemoou, 30kpema banaHcosuli memood, USHAUEHHSL CepedHbO2EOMEMPUUHO20 MeM-
ny mowo. /Ans 8usi8NeHHs NOPIBHANbHUX nepesaz YKpaiHu 8 MINKHAPOOHIl mopaiesi
azponpooogonbuoio npodykKyiero O6Ysno eUKOPUCMAHO MemoO OUIHKU KOHKYpeHmo-
CNPOMOIKHOCMI KOXKHOI mosapHoi epynu uepes iHoekc Aagpest, aKkuil NoKasye pisHUYO
MK HOPMOBAHUM MOpP208eSlbHUM OANAHCOM NO OKPEMOMY mo8apy i no 8cix mo-
eapax kpaiHu, wo mopayromucs. PospaxyHku 30ilicHeHi 3 8UKOPUCMAHHAM OAHUX
c8imoeoi ma HauloHanbHoi cmamucmuku. dacosi psidu oxonnroroms nepiod 2004—
2018 pp. ma aHanizyromscst 3 NO3UY mosapHoi cmpyKkmypu.

BemaHo81eHOo, W0 KOpnopamusHUli ceKmop Yy cilbCbkomy ocnodapcmsi YKpainu
€ OCHOBHUM NPOOYUEHMOM eKCNOpmMHUX NOMOKI8 azponpodogonbuoi npooykuii. Joc-
JO2KEHHSL MOo8apHOl cmpyKkmypu 3aceiouulo HeeamueHi 3MIHU Y cghepi 0o0aHoi sap-
mocmi. Yacmka mopeieni HenepepobieHUMU mo8apamu 3pocmae 30 paxyHoK 3HU-
IKEeHHSL uacmru 00pobaeHux npooyKkmis, uo 00380/€ KOHCMAmMyeamu CUpOS8UHHY
CNPSIMOBAHICMb YKPATHCHbK020 CLIbCbKO20CNO00apCbKo20 ekcnopmy. 3a3HaueHo, wo
yeaza mae 6ymu 3ocepedrxeHa Ha HaApOWYBAHHL 8 Azponpo008OSbUOMY eKCnoOpmi nu-
momoi sazu npodykuyii 3 euworo 0odaHor sapmicmioo. 3ayea’KeHo NpPo NO3UMUEHI
meHOeHUIl CmoCco8HO 30LIbULEHHS. eKCnopmy OpeaHiuHoi NpoOyKuyii, wWo 3YyMmoearoe
nepcnexmugu ti020 No0anIbUL020 HAPOULYBAHHSL.

30ilicHeHo aHani3 NOpieHsIbHUX nepesds YKpaiHu w000 c8imoeoi eKOHOMIKU HA
0CHO8I po3paxyHKy iHoekca Aagest. OmpumaHi OyiHKU 00380UNLU PO3OLAUMU MOBAD -
HY cmpyKkmypy eKkcnopmy HA KOHKYPEHMOCNPOMOIKHI MA HEKOHKYPEeHMHI NPpooyK-
mu. Tosapu 3 8UCOKUM piBHEM KOHKYPEHMOCNPOMOIHOCMI 6YAU 8USHAUEHI HA OC-
Hogl aHai3y tHOeKkcy Aaghest, & maKoIK HA OCHO8L pO3PAXYHKY 8I10N08IOHUX bANAHCI8.
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Taxum YuHOM, uepes OPIEHMAYII0 KOPNOPAmueHo20 CeKxmopa 8UKIIOUHO HA 21000/1b-
HUti npodogosbuuli nonum ma caabkKicms 8nauU8Yy O0epIKASHUX YNPABAIHCLKUX
cmpykmyp 8 YKpaiHi 3aKpinunacs MOHOCNeyYianizayis azponpooo8oibu0z0 eKcnop-
my, Wo NposiBASIEMbCSL Y NePe8arKaAHHI 8 HbOMY CUPOBUHHUX mosapies. Lle 3ymosntoe
Hecmilikicmb 06cs12i8 eKCnopmHuUX Ha0X00XKeHb | cnabky nepedbauysaricms pe3ysib-
mamie 20cno0apcbkoi OiIbHOCMI YKPAiHCbKUX azpapiie, a makos icmomHo 36inb-
wye eKosno2iUHI pUUKU CLILCbK020CN00apCcbKk020 8UPOOHUYUMEA.

Yrpaincokili azponpo0o8onbuill 308HILUHIT Mop2ienii NPUMAMAHHL SIK NO3UMUESHL
pucu, cepeod sikux 36inbueHHs eapmocmi Ui obcsieie ekcnopmy, 3pOCMAaHHsL pigHSL NPo-
dosonbuoi camoszabesneueHocmi, HApPOULY8aHHSL 000AMHO20 CANILOO MOP208€ESbLHOZ0
banaHcy, mak i HezamueHi, a came: 3IMEeHULeHHs. UaCmKU nepepobieHux npooyKmia
i Hanispabpukamis y cmpykmypi azponpooo8oibuoi mopeieni, HU3bKa aKmueHicmo
OpibHUX Mop208Yi8 azponpooo8OIbLCMEOM, OPIEHMOBAHUX HA 8UBI3 NPOoOYyKUii 3 YKpai-
HU, cnabke CnpusiHHSL 3POCMAHHIO YKPAIHCbK020 azponpodososibuoz0 eKcnopmy 3
60Ky OpeaHis OepiKasHOi 81A0U.

Knrouoei cnoea: azponpodogosibua 308HIULHSL MOp2iesis,, KopnopamueHuli az-

papHuil ceKkmop, KOHKYPEHMOCNPOMOIKHICMb, MO8APHA CMPYKMYpA, eKCNopmHi
nomoxu
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