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Abstract

The current global conditions of the export food market are analysed and
the corresponding trends are revealed. It is substantiated that the priority direc-
tion of exports to the developed countries of the world are processed products of
agricultural raw materials with significant added value. Two opposite trends have
been identified — the world’s population is constantly growing, while the area of
agricultural production, as well as marine fish stocks have a steady downward
trend, which leads to the introduction of intensive technologies for growing crops
and increase in exports. It is proved that under certain conditions Ukraine has a
good chance to increase food exports, including those of highly processed food.
It is determined that in order to implement the task of increasing food exports, it
is necessary to develop a concept of prospects for these exports. The basic pro-
visions, principles and model of the concept of prospects for Ukrainian food ex-
ports are formed taking into account the potential raw agricultural resources cre-
ated if innovative technologies of food industry production are introduced. It is
noted that the proposed concept is based on the agro-industrial potential of
Ukraine and is realistic even before implementation.
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Introduction

Ensuring the dynamic social development of Ukraine should be carried out
using all potential opportunities. In this context, the agro-industrial complex has
good prospects, given the favourable conditions of world food markets, fertile
soils, large swathes of agricultural land, opportunities for tertiary technological
processing of agricultural raw materials. However, to date, these exports oppor-
tunities are used to a much lesser potential given the supply of convenience
food. That is why the concept of prospects for the export of agricultural and
ready-to-eat food products of Ukraine is proposed, which will help increase the
number of jobs, budget revenues at all levels and help stabilize the difficult socio-
economic situation.

Problem statement

Food has traditionally played an important role in the functioning of states,
as it is the basis of human life. The transformational processes taking place in
the world to provide food for the Earth’s population indicate permanent changes
in the structure of population nutrition among the leading exporting and importing
countries. However, given the growing world population and declining acreage,
the problem of food supply is relevant and, in this context, Ukraine has significant
prospects for growth in food exports. At the same time, the structure of Ukrainian
food exports consists mainly of agricultural raw materials, without a significant in-
crease in the volume of processed food, so the theoretical justification for solving
this problem in modern realities becomes particularly clear and requires proper
scientific substantiation.
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Analysis of recent research and publications

Given the potential opportunities of Ukraine’s foreign trade relations with
the world and European society on food supplies, this issue is investigated in the
works of Ukrainian scientists. Among them O. Bazhenova (2019), A. Kasych
(2015), N. Nepriadkina (2018), H. Artamonova (2019), Ye. Markova and
T. Shestakovska (2017), I. Gryshova (2016), L. Naumova (2016), O. Okhrimenko
(2018), M. Pugachov (2017), N. Burlaka and O. Baltremus (2016), E. Pakhucha,
Y. Filimonov, and L. Leshchenko (2019). Assessing these and other scientific
papers on this issue, we note that the prospects for exports of agricultural and
food products of Ukraine, in particular in the context of scientific substantiation for
potential increase in exports of processed products is insufficient coverage, so
the proposed article focuses on this aspect of the issue.

Aim of the article

The main purpose of this article is to identify the potential opportunities of
Ukraine for food exports, in particular food products of tertiary technological
processing, as well as to substantiate the concept of its prospects.

Research findings

Modern world economic processes in food industry confirm the urgency of
providing sustenance to the world’s population. In modern conditions, food secu-
rity is a priority state task in most countries of the world. Let us consider the fol-
lowing aspects of this issue.

1. Population growth. According to a group of Brazilian scientists who used
UN data to model what the population growth will be, a forecast was made (Ta-
ble 1).

Based on these data, we conclude that due to the permanent growth of the
population on all continents except Europe, the need for food will increase as
well. As for Europe, the possibility of insignificant growth is conclusively not ruled
out either due to the high standard of living in some economically developed
countries and the corresponding migration processes. Thus, there is every rea-
son to believe that there is a growing permanent need for food, and Ukraine may
have some advantages in this context.
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Table 1
World population growth forecast
. Population (million)

Continent 2015 2020 2030 2040 2050
Africa 1194 1353 1704 2100 2358
Asia 4420 4623 4917 5154 5257
Europe 741 743 739 729 716
South America 632 664 718 757 780
North America 356 369 395 417 435
World 7383 7795 8551 9210 9772

Source: do Nascimento, R., Ferreira, O., De Paula, A., Neto, V. (2019).

2. Hunger. According to the FAO report for 2018, the number people suf-
fering from hunger is gradually increasing. There are 820 million — or about one
in nine — hungry people in the world (FAO 2019). This problem cannot be solved
at once nor on a permanent basis, because it is caused by a number of factors,
in particular, climatic, military, environmental, demographic, mental, etc. The in-
ternational community is trying to help address the most pressing issues in this
area, but current efforts are insufficient.

3. Decrease in the area of food resources. The 2018 FAO report (2019) re-
vealed the following facts: «On average, 60% of local livestock breeds are at risk of
extinction in the 70 countries that have risk status information. Globally, the risk
status remains unknown for two thirds of local livestock breeds». From what has
been reported, out of a total of 7760 local breeds only 79 breeds (less than 1%) have
sufficient material stored to allow them to be reconstituted in case of extinction. It is
estimated that one third of the fish in the oceans are caught, and the share of the
world’s marine fish stocks within biologically stable levels has decreased from 90
percent in 1974 to 66.9 percent in 2015. Between 2000 and 2015, the world lost
Madagascar-sized forests, although the rate of deforestation appears to be slowing.
During the period from 2000 to 2015, the share of forest areas in the total land area
in the world decreased from 31.1 to 30.7 percent. Forest loss can lead to a number
of negative consequences, including the loss of livelihoods in rural communities, car-
bon emissions, biodiversity loss, and land degradation (FAO 2019). Assessing the
relevant negative trends in the presented facts, we conclude that there is a negative
trend in the acreage of food sources. If we add the growing urbanization, significant
climate change, environmental problems, then it is clear that in the coming decades
there will be a threat to food supply of the Earth’s population. Expectations of food in-
tensification and waste reduction may not come to be due to force majeure or other
processes related to globalization and military conflicts.
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Thus, two opposite trends are observed — an increase in population and a
decrease in the factors that shape the world’s food resources.

To identify the criteria for food security worldwide, we will analyse the rele-
vant data.

Table 2
Total world food resources
2019/20 2019/20 to
World balance 2017/18 2018/19 (forecast) 2018/19, %
Million tonnes
Production 2 703,0 2 651,5 27222 2,7
Trade 4214 4114 413,2 0,5
Total utilization 2 657,3 2 681,5 27224 1,5
including food 1127,3 11422 1154,9 1,1
feed 949,5 9545 971,5 1,8
other uses 580,4 584,8 595,9 1,9

Source: compiled by the author on the basis of FAO Food Outlook — Biannual Report on
Global Food Markets (2019).

According to these data, world food production has a slight upward trend,
but this takes into account the growing production of food products from inor-
ganic substances. We also observe a continuous increase in consumption, in-
cluding for food needs. We present data on the production of one of the most
common crops — wheat.

When considering the world’s most widely used crop, production tends to
increase, taking into account that about 18% of production is used directly for
feed, while about 70% — for food. Analysing these data, we conclude that to pro-
vide food for the population, countries around the world are actively importing
certain needed products, including for the feed of certain animals. Note that most
products are imported by developed countries, as the majority of their population
has the necessary financial capabilities, but products such as beverages are in
low demand because they are simple to produce and can be made from different
components. It is also necessary to take into account the mass production of
beverages from inorganic substances, which allows for the diversification this
group of products. As Ukraine is traditionally one of the leaders in wheat exports,
we will provide data on this group of countries.
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Table 3
World food resources of wheat

2019/20 2019/20 to
World balance 2017/2018 2018/2019 (forecast) 2018/19, %
Million tonnes

Production 759,0 730,2 767,0 5,0
Trade 176,7 170,7 173,5 1,6
Total utilization 738,9 747,3 756,9 1,3
including food 508,9 514,2 519,4 1,0
feed 136.1 141,4 143,6 1,5
other uses 94,0 91,7 94,0 2,5

Source: compiled by the author on the basis of FAO Food Outlook — Biannual Report on
Global Food Markets (2019).

Table 4
Top 10 world exporters of wheat
2019/2020 2019/20 to
Country 2016/17-2018/19 | (15 r0cast) | 2016/17-2018/19, %
Million tonnes

Russia 34,5 35,0 0,5
USA 26,6 27,0 0,4

EU 23,7 23,5 -0,2
Canada 21,8 23,0 1,2
Ukraine 17,3 17,0 -0,3
Australia 16,0 14,0 -2,0
Argentina 13,1 13,6 0,5
Kazakhstan 8,0 8,0 0,0
Turkey 4,8 4,0 -0,8
Mexico 1,0 1,3 0,3

Source: Food Outlook — Biannual Report on Global Food Markets (FAO 2019).

Analysing these indicators, we can conclude that only 9 countries and EU
countries export wheat in excess of 1 million tonnes, but because it is an impor-
tant universal food and feed product, some countries that have potential condi-
tions for its cultivation, including France, ltaly, and Spain, prefer processing be-
cause it is more profitable from a national financial point of view. As for the USA
and Canada, having significant territories and traditional schemes of cultivation of
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this culture, they occupy their own export niches that formed over the last several
decades. Given that the countries have established traditional long-term perma-
nent trade relations for food supplies, we should determine the trend in food im-
ports in price equivalent.

Table 5
World imports of food resources

World Developed countries

2019 2019
2018 (forecast) 2018 (forecast)
USD billion

TOTAL IMPORT 1510,1 14724 896,7 877,6
Meat 168,9 168,6 103,2 102,3
Dairy 92,4 91,9 57,8 57,6
Fish 156,8 156,5 108,4 107,3
Cereals 268,5 268,2 126,7 129,8
Vegetables and fruit 277,9 274,7 1941 190,9
Sugar 46,0 46,0 22,5 22,4
Coffee, tea and cocoa 111,2 100,7 80,9 73,3
Beverages 116,7 112,6 26,8 26,0
Vegetable oils and ani- 90,8 82.8 40,6 371
mal fats
Oilseeds 91,7 84,4 26,8 26,0
Other 89,2 86,1 49,8 48,1

Source: compiled by the author on the basis of FAO Food Outlook — Biannual Report on
Global Food Markets (2019).

Trying to provide their own population with food, developed countries im-
port it from other countries, preferring raw products or products of primary proc-
essing — cereals, coffee, tea, oils. In addition, only slightly more than 20% of
world imports is developed countries importing beverages. We use these data in
creating the concept of prospects for Ukrainian exports of agricultural and food
products. Given that the prices for specific products have a significant impact on
the export activity of countries, we present the dynamics of prices for the period
of 2008-2018.
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Figure 1
Change in price indices of certain foods
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Source: created by the author on the basis of FAO Food Outlook — Biannual Report on
Global Food Markets (2019).

Note that in determining food price indices, FAO specialists took into ac-
count 73 quotations of prices for relevant products, weighted by the average
share of exports in 2002-2004. FAO Food Index is calculated as a weighted av-
erage of basic products such as dairy, meat, cereals, vegetable oils and sugar.
The meat price index is calculated from the average prices for four types of meat,
including poultry products, three beef products, three pork products and one
lamb product, taking into account 27 price calculations in total. Prices for butter
and cheeses were taken into account when determining the price indices for
dairy products. The cereal price index is compiled using the International Grains
Council (IGC) wheat price index, taking into account an average of ten different
wheat prices, including 1 corn export offer and 16 rice offers. Rice data arrays
are grouped into three groups, consisting of rice Indica, Japonica and Aromatic
varieties. The price index for vegetable oils consisted of the average value of ten
different oils, weighted by the average share of exports of each (FAO 2019).

Therefore, using the aforementioned method of calculation, we can con-
clude that there are significant fluctuations in prices during the year, as well as
within each product group. In addition, there are price variations in some regions
of the world, which is also published by FAO. These data form a methodological
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basis for making commercial decisions on the export strategy of each potential
producer and supplier.

Having identified global trends in food exports, we will identify the real and
potential opportunities of Ukraine in this context. To substantiate the prospects of
exports of agricultural products, we find out its individual characteristics for 2018.
According to the State Service for Geodesy, Cartography and Cadastre (State
Geocadastre), Ukraine has 60.3 million hectares of land, which is 6% of the en-
tire territory of Europe. The area of agricultural land is 42.7 million hectares (70%
of the territory of Ukraine), and arable land — 32.5 million hectares (78.4% of all
agricultural land). At the same time, we have 17.4 million hectares of chernozem,
which is 8% of all world reserves (StateGeoCadastre 2020). Let us determine the
structure of exports, including food products.

Table 6
Structure of Ukraine’s commodity exports*
Commodity Year

2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019
Total, million USD 62306 | 53902 | 38127 | 36362 | 43264 | 47335 | 50060
Food products 17430 | 16669 | 14510 | 15281 | 17866 | 18710 | 22244
live animals and 1083 | 1015 | 823 | 775 | 1108 | 1210 | 1277
livestock products
plant products 8849 | 8736 | 7921 | 8094 | 9316 | 9986 | 12914
fats and oils 3997 | 3822 | 3300 | 3962 | 4605 | 4496 | 4732
finished food 3501 | 3096 | 2466 | 2450 | 2837 | 3018 | 3221

% of finished, fats,
and oils in all food 43,0 41,5 39,7 42,0 41,7 40,2 35,7
products

*Data are provided without the temporarily occupied territories and the ARC
Source: compiled by the author on the basis of data of State Statistics Service of Ukraine
(2019).

Assessing these data, it should be noted that crops from which foodstuffs
are made, in particular sunflower, as well as rapeseed and maize, are extremely
depleting of soils, so other countries do not consider them a priority for cultiva-
tion, choosing to import these crops or their products, in particular oils. It should
also be noted that developed countries maintain strict control over crop rotations,
and compliance with this requirement is a prerequisite for farming, for violation of
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which the sanctions are severe. Highlighting the share of processed agricultural
products, we note that it has a steady downward trend, and it made up merely

35.7% in 2019.

The real export capabilities of Ukraine in 2018 are presented in Figure 2.

Figure 2
Ukraine in world agricultural exports
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Thus, according to these data, Ukraine ranks quite high in some exports.
Note that there was an increase in exports in 2018 compared to the previous
year in several categories, in particular sunflower oil, sunflower meal, rapeseed,
maize, and barley. This trend is quite positive in terms of maintaining a niche in
export supplies as well as in terms of their expansion. However, it is necessary to
intensify the search for comprehensive supplies of products of tertiary processing
of various crops and animal breeds. To identify the share of the most exported
foods, we will provide relevant data.

Figure 3
Top 10 food exports in 2018, billion US dollars
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Source: State Statistics Service of Ukraine (2019).

Analysing these data, we note that the second to eighth places are occu-
pied by crops and products of primary processing, with little added value, includ-
ing sunflower oil, oil cake, and poultry. The next step is to determine the extent of
potential increase in processing, in particular of grain crops.
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Table 7
Balance of grain crops for 2014/15-2018/19 marketing years

2014/15 2015/16 2016/17 2917/18 2018/19
Collection area, 14,63 14,64 14,34 14,56 14,78
million hectares
Initial reserves, 6 831 8 981 6 044 6 454 6 305
million hectares
Production 63 859 60 126 66 088 61917 69 800
Import 197 211 223 279 237
Export 35179 39 924 45 212 40 956 47 472
Supply 70 888 69 318 72 355 68 649 76 342

Source: compiled by the author on the basis of data of Ambar Export (2019).

Assessing these indicators, we note that of the 32.5 million hectares of ar-
able land only 14.78 million hectares or 45.4% were in use in 2019. In general,
during 2014/15 — 2018/19 MY there was an admittedly unstable positive trend
towards increase in grain production and in 2019 almost 70 million tonnes will be
harvested. At the same time, comparing the corresponding volumes of exports
with the volumes of production, we note that there is an increase in the share of
exports — from 55% in 2014/15 MY to 68% in 2018/19 MY, which is an increase
of 13%. Thus, the increase in the export niche in terms of grain supplies is a
positive fact. However, from a national financial point of view, the cultivation of
cereals, in particular wheat, with an average profit of $200 per hectare (only suc-
cessful farmers in favourable climatic and marketing years could reach $400 per
hectare) is not entirely satisfactory, given that processed cereal products give
more profit. Thus, currently Ukraine is a supplier of vital types of agricultural raw
materials, not offering products of tertiary processing, although it is obvious that
processed agricultural products are three to five times more expensive. At the
same time, the domestic consumer market is saturated with pasta and confec-
tionery from ltaly, Poland, Turkey and other countries made from Ukrainian raw
agricultural materials.

The main countries to which Ukraine exports food products are presented
in Figure 4.
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Figure 4

Top 10 importing countries of Ukrainian food exports in 2018,
billion US dollars
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Source: created by the author on the basis of data of Ukrainian Agribusiness Club (2019).

According to these data, important importers of Ukrainian food exports in-
clude the countries of the Asian continent, then — the EU countries, in particular
the Netherlands, Spain, ltaly, Germany. It is obvious that there are significant re-
serves to increase food supplies to both traditional countries and new ones
through tertiary processing. Summing up the results of the study, we can say that
Ukraine is a major player on the global food export market, given the first places
in several positions. To increase the volume of food exports, the concept of pros-
pects for exports of agricultural and food products of Ukraine is proposed, which
includes scientifically sound provisions, principles and a model.

I. Provisions.

1. Using export advantages of Ukraine. Ukraine has more than 42 million
hectares of agricultural land (including 17.4 million hectares of chernozem, which
is 8% of all world reserves), relatively favourable climatic conditions, which facili-
tate cultivation of grains, vegetables, fruits, berries, wild plants, and breeding of
domestic animals. All this creates the conditions for a significant increase in food
exports. In addition to these factors, the technological potential of the food indus-
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try contributes to the manufacture of processed products. At the same time,
some problems related to land sales, provision of financial resources, etc. signifi-
cantly reduce this potential, so they must be overcome with a professional state
approach.

2. Consolidation of traditional markets and intensification of the search for
new ones. It is necessary to intensify the search for other regions and countries
that need food products because of the significant problems with the Russian
market for these products. As this is a task of national importance, employees of
our embassies and consulates abroad, specialists of relevant ministries and de-
partments should take an active part in its pursuit. It is necessary to continue
work on concluding interstate agreements with an emphasis on promoting
Ukrainian goods on the markets of certain countries. Relevant producer associa-
tions and commercial establishments in this field should also play an important
role.

3. Increasing public funding of the agro-industrial complex. In recent years,
this support amounted to: UAH 5.3 billion in 2017, UAH 4.2 billion in 2018, UAH
3.1 billion in 2019, UAH 4.3 billion in 2020 (forecast) (Ukrinform 2019; Informa-
tion and analytical portal of the AIC of Ukraine 2019, 2020), which is extremely
little. Note that in 2018, EU support used state and EU funds and amounted to (in
billion euros): in France — 7.4, Germany — 5.0, Spain — 4.9, Great Britain — 3.6,
Poland — 3.1, Romania — 1.9, the Czech Republic — 0.9, Bulgaria — 0.8
(Ovcharova 2016). Therefore, Ukrainian state support for domestic agricultural
food producers should be increased significantly. It is also necessary to provide
significant state support to relevant research institutions, enterprises that manu-
facture technological equipment, and enterprises that manufacture competitive
export products.

Il. Principles.

1. Scientific substantiation of development of the agro-industrial branches.
This traditional principle of forming new qualities of the system should be applied to
the current state of these industries. Some disjointed concepts and programmes on
the development of individual segments of the agro-industrial complex solve only cer-
tain local development problems of limited theoretical and methodological justifica-
tion, and moreover, sometimes are merely declarative. For example, Order of the
Cabinet of Ministers of Ukraine of December 27, 2017 Ne 1017-p «On approval of
the Export Strategy of Ukraine («Road Map» of Strategic Trade Development) for
2017-2021» (Cabinet of Ministers of Ukraine 2017) provides only a list of measures
of government agencies involved in the organization of export deliveries of products
without naming the ways of searching for potential partners, the responsibility of offi-
cials, or financial, organizational, legal support. That is why there should be devel-
oped a Doctrine of agro-industrial complex development with strategies, pro-
grammes, plans of industry development, listing concrete terms, responsibility of ex-
ecutors, and types of support. One of the components of this Doctrine should be the
concept of prospects for the export of agricultural and food products of Ukraine.
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2. Emergent effect. Export deliveries are a «tip of the iceberg» that com-
pletes the cycle. On the example of cereals: preparation for sowing — sowing
campaign — cultivation — harvest — storage — delivery for export or processing
— manufacture of finished food products — determining target consumers — de-
livery. The current lack of coordination between farmers, processors, exporters
and logistics organizations is not conducive to efficient organization of export de-
liveries in view of tertiary food processing. That is why this process needs to be
properly organized, with suggestions from all process participants, including gov-
ernment officials, think tanks, professional associations and research institutions.

3. Local self-government involvement in joint actions on the organization of
agricultural production and manufacture of finished food products. At present,
Ukraine is implementing a comprehensive administrative and territorial reform, in
particular creating amalgamated territorial communities, introducing decentraliza-
tion, and expanding the powers of local self-governments. Therefore, coordina-
tion of agricultural and non-agricultural land use is an additional reserve for the
production of finished food.

l1l. Model.

It focuses on the theoretical substantiation of the manufacture of finished
food products of proper quality for export.

This model is the theoretical basis for the organization of export deliveries,
in particular foods of tertiary processing. According to this model, a specific
mechanism is created, which provides for the sowing of crops, animal husbandry,
use of certain resources, including financial ones. It takes into account the par-
ticipation of local self-governments and promotes interest and coordination be-
tween all stakeholders in the process of making finished food exports.

Conclusions

Having summarized global trends in the market of food exports, including
convenience foods, having analysed the potential of the domestic agro-industrial
complex in the context of creating the concept of prospects for exports of agricul-
tural and food products of Ukraine, the following conclusions have been made.

1. It is determined that there is a permanent positive global trend of in-
creasing food exports, which is caused by the population growth on the one
hand, and the reduction of areas for growing crops and fish stocks on the other.
In this context, Ukraine, with significant reserves of chernozems and technologi-
cal capacity for processing agricultural products, can become a powerful player
in the international food export market given certain concerted actions of state
authorities, local self-governments and entrepreneurs.
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Figure 5
Model of export deliveries development
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Source: created by the author.

2. It is established that Ukraine is among the leaders in the export of sun-
flower oil, sunflower meal, rapeseed, maize, barley, and rye. However, it is obvi-
ous that the quality of soil is negatively affected by the cultivation of sunflower
and maize on the same agricultural land for several years in a row. Therefore, it
is necessary to adhere to crop rotation, which is practiced in developed coun-
tries. That is why it is necessary to introduce state control over crop rotations,
taking into account the Articles 13 and 14 of the Constitution of Ukraine. Article
13 states that «The land, its minerals, air, water and other natural resources
within the territory of Ukraine, natural resources of its continental shelf and exclu-
sive (sea) economic zone, are the property of the Ukrainian people», while Article
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14 clarifies that «Land is the main national wealth, which is under special protec-
tion of the state».

3. The analysis of the global trends in the price offers for some crops and
food products including meat, cereals, and vegetable oils has found that they are
unstable and significantly depend on many factors, including force majeure.
Therefore, it is necessary to monitor the price offers continuously and to conduct
preventive measures when forecasting the volumes of export deliveries to spe-
cific countries and regions of the world.

4. It is proved that in Ukraine the area under crops is between 14.63 mil-
lion hectares in 2014 and 14.78 million hectares in 2018, which is approximately
45.4% of the 32.5 million hectares of arable land. This is quite a significant indi-
cator, however, exporting these crops, in particular wheat and corn, is financially
unprofitable because the products of their processing can be exported at several
times the price. It is obvious that it is impractical to reduce the export of these
crops significantly, as it would mean losing traditional markets. However, it is
possible to reduce the supply of these crops as the number of buyers of finished
products increases. It is also necessary to adhere to the national balance of food,
not allowing the import of those foods that can be produced in Ukraine.

5. Emphasis is placed on the need to increase state financial support for
the structures of the agro-industrial complex, as the volume of this funding is
much smaller than in the EU and acts as a deterrent to increasing exports.

6. It is stated that in order to improve the situation in the agro-industrial
complex significantly, in particular with regard to food exports, it is advisable to
significantly change and supplement the paradigm of its development, including
with regard to export deliveries. That is why the proposed concept of prospects
for the export of agricultural and food products of Ukraine, which is part of this
paradigm, will help improve the situation with food exports.
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