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Meat production: global and Ukraine trends

Scientific problem. Ukraine as the World
Trade Organization (WTO) members fully feels
global food market influence on the national
food trading processes. Practically in all post-
Soviet countries, so as in Ukraine, exist as in-
fluential advocates of openness of the econom-
ics, and those who think the main support of
domestic producers, not focusing on the fact
that this support is provided by the domestic
consumer or the taxpayer (usually these con-
cepts practically not differ). WTO membership
conditions still remain some possibilities of the
world market influence limiting on the produc-
tion and consumption level inside the country.
However, consider the process of meat produc-
tion and consumption purely endogenous would
be mistaken. The President of Ukraine did not
sign the Law «About the Food Security» that
contains provisions about limiting the import of
food (no more than 30% of the national con-
sumption of any commodity item) [9]. How-
ever, it is not executed in practice, and the con-
sumption shares a number of imports headings
have a stable growth. The world market of fish,
meat and poultry is growing recent years, and
the estimated volume in 2015 will reach $ 640
billion [13]. Demand for meat products is en-
sured by increasing the level of urbanization
and per capita income in South Asia. Despite
the meat consumption slow down tendency in
developed countries, the global growth trend is
prevailing. It should be noted that main world's
beef importer is Russia, which is characterized
by a significant negative balance of agricultural
export and import [4].

The main meat producer tendency concerned
India which rapidly increasing its world export
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share by producing inexpensive varieties beef
and veal that are demanded in South-East Asia
markets. The major share in the global produc-
tion and consumption has pork (37% — 109 mil-
lion tons in 2011), but recent years poultry had
higher annual growth rate (3%), and the its
world production and consumption reached 101
million tons in 2011 [14].

We now turn to the Ukraine meat products
production and consumption. The agricultural
sector transition to the market economy had
more slow pace than in other Ukrainian econ-
omy branches. Even in the first half of the 90-
ies of XX century, state allocated substantial
funds to support the dying forms of agricultural
management (collective and state farms). How-
ever, by the second half of the 90's it became
apparent futility and ineffectiveness of this
support. Gradually, in the village began to ap-
pear new forms of economic activity, which has
now developed into three basic agricultural or-
ganizational structures: rural households, agri-
cultural enterprises and farms. Households are
the owners of land shares and rent them out to
farmers and agricultural businesses. Last are
actively investing in the production of crops
and provide domestic consumption and export.
Beef production is not considered as attractive
investment and is provided by small-scale pro-
ducers (households). Significant investments
are observed in the poultry production and re-
cently in pig breeding. Notwithstanding the
provisions have not logged into force of the law
«About food security» and the continuing need
for a rational and balanced nutrition [8], at the
present stage of development of the market of
meat products in Ukraine is characterized by its
considerable dependence through imports. Ac-
cording to the State Statistics Committee of
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Ukraine, Ukrainians consume about 61 kg of
meat and meat products per year, which is 40%
less than the norm. [3] There is a view that
«UKraine's meat production sector must be ex-
port-oriented and 2030 beef exports must be
close to 1 million tons». [12]. In a market econ-
omy, the development of any industry brunch
depends on its profit attractiveness, which is
primarily determined by the stable consumer
demand for the products of the industry. In ad-
dition, in an open economy, domestic producers
have to operate in a highly competitive with the
world's major manufacturers of this type of
product.

Analysis of recent researches and publica-
tions. The problem of the Ukrainian nation is a
healthy balanced nutrition, but it is impossible
without eating meat as a food containing 60% pro-
tein, which employs people [5].

The market of meat and meat products
should be considered as a component of the
food market, which consists of individual mar-
ket segments (market of beef, pork market, the
market of sheep and goats meat, poultry market
[13]). «The essence of the meat market and
products of its treatments can be defined as an
integrated, open organizational and economic
system that is being developed under the influ-
ence of factors internal and external environ-
ment and consists of a set of enterprises that are
involved in the production, processing, storage,
transportation and sale of» [8]

Proposal for meat products depends on the
following factors: demographic (age of con-
sumer, family, locality of residence — rural or
urban), behavioral (motivation to buy this meat
product), the level of solvency of consumers
(income of consumer, which in Ukraine is at a
low level). A lot of importance is the economic
and political impact on the demand and supply
of meat in Ukraine. Opinion Ukrainian scien-
tists agree that « the Ukraine population dete-
rioration in dietary habits is connected with a
sharp decrease in its revenues» [7, 106]. The
proposal is influenced by such factors as: the
level of living of the rural population, the fi-
nancial and economic position of agricultural
enterprises, innovative approaches that are used
in the enterprise, technology of growing, re-
source potential, the gene pool of the enterprise
[1]. Questions of impact of accession to the
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WTO on the development of agricultural enter-
prises in Ukraine are considered in Yatsenko’s
work [10]. In Kozak’s work is showed the
competitiveness of agricultural producers in
Ukraine [6] in an open economy (membership
to the WTO). As for the trends of the global
food market, in work [2] through a detailed
analysis of time series of price factors for basic
food produced by separating the main compo-
nents of variation in the pricing process, which
include: trend, cyclical, seasonal and random
components[2]. It is shown that the main driv-
ers of price trends in the global food market are
changes in world energy prices and variations
of the real exchange rate of the U.S. dollar. In
last scientific papers the transition mechanisms
of world market tendencies reduction on meat
Ukraine market did not observed.

The objective of the article. Relevance of
the research problem based on the needing to
review trends in livestock and meat market of
Ukraine in the conditions of the current system
of institutional rules and methods of state regu-
lation and stimulation of the agricultural sector
of the economy, which will solve the issues of
rational use of market methods in a significant
influence of the world market of meat products
and limited protection of the domestic market.
Paper purpose is to analyze trends of meat pro-
duction in Ukraine for certain types of com-
mercial products in order to forecast the con-
sumption and import opportunities in the short
and middle term.

Statement of the main results of the study.
Analysis of the trends that are observed in the
production of certain commodity positions
shows a steady increase in national poultry pro-
duction, which is the main component of the
food allowance of meat Ukrainians. Pork pro-
duction also strengthened position in the do-
mestic market recently. The number of cattle is
reduced, but the forward-looking estimates give
reason to believe that a possible change in
trend. For the analysis, we used annual data
FAOStat [12], as even internal statistical infor-
mation about production, export, import of
meat products is not in the public domain, and
the one that is open, is highly unsystematic and
inconsistent.

Trends of production meat products in
Ukraine and in the world
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Consider the production of the main types of
meat production in Ukraine — beef, pork and
chicken. The trend line of beef production
represents by an exponential, which shows that
production is falling since 1992 (Fig. 1). It
means practically total lack of beef production
investment and gradual degradation of the few
companies that support the development of this
industry. At this stage of the development of
industry's potential rearing of cattle in Ukraine
is hardly ever used. The sector which can give
profits after 6-7 years is considered as noninter-
secting for the investors. As a result is a rela-
tively high price of beef (prices of pork and
chicken meat in Ukraine are below) and low
demand generated by the low-income popula-
tion. We analyze the time-dependence of pork
production in Ukraine since 1992. At the initial
stage, as in all Ukraine's economy, there was a
decline in production, and only after 2007 pork
production began to grow. Therefore, this time

dependence on the time interval from 1992 to
2010 is best approximated by a quadratic func-
tion (parabola), although the such dependence
using for the prediction would be incorrect be-
cause you cannot expect continuous growth in
production with a stable-increasing rate. In
comparison with the beef, the population has a
bigger opportunity to buy pork, which is
cheaper than beef as elsewhere in the world
Payback period of investment pork projects is
significantly lower than in the production of
beef. [7, 107]

Poultry production is showed since 1997
(fig. 1). Before this time it was recession of
production, and since 1997 it started to grow at
a rate of 14%. The reason of this is a rapid re-
turn of production (fig.1). Chicken - the cheap-
est meat of all meat products in Ukraine, so it
becomes a major component of the supply of
meat products for the population.
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Fig. 1. Production of beef, pork and poultry in Ukraine

The source: [12]

Consider how the trend of the domestic
Ukrainian market sorts compare with the trend
of world production of the same meat. First of
all, it should be noted a steady increase world
production in three meat trade positions, which
practically does not react to shakes and shocks
of the global economic system (Fig. 2). The
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highest rate of increase has chicken production
(5% per year) and in the nearest future we can
predict the excess of poultry production over
the production of pork, as FAOStat experts
predicted [12]. Pork production has growing at
a rate of 2.9% per year and the production of
the most expensive meat — beef — is growing
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steadily at a rate of 1.4% per year. As we can
see (fig. 1), the trend of development of the
Ukrainian meat industry does not fully corre-
spond to the trends that are observed in the

world. It is continuing decline of beef produc-
tion, and only last years pork production began
to increase.
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Fig. 2. Production of beef, pork and poultry in the world

The source: [12].

Consider the interaction between production
and consumption in Ukraine with the world
meat market. First, attention is drawn to the ex-
treme variability of exports and imports volume
(production and consumption have not such
variability). Until 2008, Ukraine exported the
largest amount of beef, the chicken and pork
volumes from 1992 to 2010 years were ap-
proximately the same extremely low (less than
20 thousand tons). As of 2010 most of Ukraine
meat imports was pork. Import of poultry since
2008 has fallen sharply (possible for import
substitution), and beef import during the period
remained at an extremely low level (fig. 3; 4).
Despite the fact that beef production is falling,
Ukraine imports these products — less than it
exports (takes out an expensive and high-
quality beef, and import less quality according
population demand fituers).

In total volume of foreign trade of meat
products in Ukraine (according to official sta-
tistics FAOStat) is a very small proportion of
domestic production and consumption (no more
than 7%).

96

Apparently, a significant variation of the
volume of exports and imports is associated
with a significant corruption of Ukraine cus-
toms service Institute. Therefore, considerable
unknown produced meat proportion in Ukraine
market exists which is not recorded as imports
(black and gray imports). Feature of the modern
domestic market of animal products is a possi-
bility of supply and demand imbalance, the low
level of domestic consumption, and lack of in-
frastructure.

In recent years, the livestock sector is almost
no major structural changes occurred due to the
lack of large investment projects. Thus, there is
an urgent need to clearly define the priorities
for the development of livestock sector and its
mechanisms of state support according WTO
requirements.

The domestic and global market price ra-
tio

An important question for each of the
economies is to establish correlation prices of
domestic and world market for any type of
meat products. If the concept of internal prices
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for this type of product exists and is available,
for example, according to FAOStat, such world
market prices do not exist. Therefore, as the
world market price for this type of product, we
use the weighted average of export prices of
such products. As a weights we us a part of ex-
port in world trade volume. The weighted aver-
age price (1) and the price dispertion (2) for
beef, poultry and pork were calculated by using
FAQOStat information:

i Pij (t) V ij (®

ﬁ(t): = 20 (1)
2V, 0
SPiOV,0
o =" -p,® (2)
PAAC

where i — the index meat position exported
by j-th country;

Pij(t) — the unit price ($/t) of the i-export
heading country j-th (j = 1,2, ... 20) for the pe-
riod t;

Vij(t) — the volume of exports (ths t) i-meat
position exported by j-th country.

Analyzing the weighted average export
prices of meats market, we see the following
situation. The most expensive meat in world
market is the beef, and the cheapest is the
chicken. Moreover, the international prices of
each of the three positions of meat behave
uniquely. Beef prices grew up the entire range
of research (1992-2010) from $2500 to $4100
per 1 tone, chicken prices rose very slightly —
from $1400 to $1500 per 1 ton, and pork fell
from $ 2700 to $ 2500 per 1 ton. Make a com-
parison of the domestic and global markets for
individual commodities. Beef world prices
regularly exceed domestic prices (Fig.
3).Average excess in the time interval from
1996 to 2010 is $1900, and its average devia-
tion is $310.
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Fig. 3. Compare of beef world prices and Ukraine’s prices

The source: [12].

Significantly different situation is observed
for pork. If in 1997 there was a difference in $1
for 1 kg, that amounted near 80% of the price
of the domestic market, in 2010 there was even
a slight excess of the domestic prices relative
the world (Fig. 4). All these confirms the factor
of increasing consumer demand for pork in
Ukraine, that led to an increase in production
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(supply on the domestic market). The growth of
demand outstripped supply several, which de-
termined the increase in domestic prices. In fu-
ture, the price factor cannot be actively used to
increase the supply. It is therefore possible that
further consumption growth will be driven by
growth of imports, provided no introduction of
prohibitive duties.
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The effect of the introduction of customs du-
ties graphically presented in fig. 5. Throughout
the time period from 1997 to 2008, the price
level of the domestic market of chicken meat is

Ukraine’s prices (three point smoothedp)

higher than the world, and recently even a ten-
dency exists to an increase the difference. The
reason is the presence of almost prohibitive tar-
iff on the import of poultry (table 1).
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Fig. 5. Compare of poultry world prices and Ukraine’s prices (three point smoothedp)

The source: [12].

Tariff regulation of the internal meat
market

If we analyze the full range of tariffs (table)
for imported meat products and consider them
with three positions: to protect domestic pro-
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ducers, budget fulfillment, and from the stand-
point of meat products consumers, which is of-
ten forgotten. Budget component can be com-
pletely ignored, due to the low level of import,
then the question should be considered only

EkoHomika AlMK, 2014, Ne3



from two points — consumer and the producer.
The almost complete chicken with 30% higher
the world prices dominance on the Ukraine
meat market speaks of miscalculations that
strategy. Common method of protecting domes-
tic production is the use of prohibitive tariffs
only limited time period. For chicken, where

production has already reached a level suffi-
cient for domestic consumption, rates have al-
ready fulfilled their role, and their removal can
get a positive impact both on the growth of the
competitive ability of the industry and the con-
sumer goods significant spending reduction.

Ukraine meat market tariff protection

Type of meat production (:I:: ?cl)lr rla tlfé Preéefrgpgaklgrate Type of duty
Beef 2,0€ 10€ compensatory
Pork 2,0¢€ 10€ compensatory
Poultry 60%, but not less than 3€| 30%, but not less than 1,5 € prohibitive

The source: [8].

As for tariffs on beef they are in the range of
20 to 40% of the cost of production in the do-
mestic market. As the price of pork, it is much
lower, than the tariffs for pork are more pro-
hibitive than compensatory. Therefore the in-
crease of demand met not fully by the growth
of domestic production, and partly due to an
increase in prices. High tariffs on imports of
chicken meat had a double effect: the positive —
significantly increased production in the coun-
try, and the negative — both wholesale and retail
prices are higher than world figures.

In the last 5 years in Ukraine has formed a
stable negative trade balance. We import natu-
ral gas, oil, machinery, cars, electronics,
clothes, shoes. At the same time, demand for
traditional Ukrainian exports dropped signifi-
cantly (the production of metallurgical and
chemical industries) due to increased competi-
tion in the global market. In this situation, agri-
cultural sector, that has a positive balance of
foreign trade, role is increasing, However, this
balance is achieved through the export of cere-
als and their products and further increase their
production can lead to a deterioration of the
social and environmental situation in the agri-
cultural sector.

Conclusions. It was analyzed the main ten-
dencies of global meat market in two factors
production and prices. It was showed the global
world tendency — the fast growing poultry pro-
duction, which volume in nearest years ex-
ceeded beef and pork.
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Introduction of the concept of the global
meat market prices for certain commodity posi-
tions give the possibility to analyze world mar-
ket tendency influence on the prices dynamics
of the domestic meat market.

As a result, we can make the following con-
clusions on possible options to improve the ef-
ficiency of meat production. For two positions
pork and poultry the use of tariff regulation

leverage may be regarded as successfully per-

formed their functions. Prohibitive tariffs
on chicken meat may be canceled, as the indus-
try produces enough products for domestic, so
the full market opening will benefit both con-
sumers and manufacturers. The growth of pork
production due to the increase in effective de-
mand has stimulated the production increase in
and can improve meat diet Ukrainians and stop
prevailing chicken growth. Further growth in
domestic pork prices would limit the social
segment that will be able to consume pork
products.

The beef production and consumption re-
mains at a very low level, world and domestic
prices differences remained largely stable
($2/kg). As a result, the chosen method of do-
mestic beef market protection cannot be called
successful. First of all it is necessary to stimu-
late consumer demand and all customs tariffs
should be abolished. Cheap beef access to the
domestic market replaces the consumer liking
and positive impact on domestic production
growth.
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Hoesuru AlK

B Ykpaini nposeaeno 13266 npoaoBo/ibuux sspMapkiB

B ycix obnactax YkpaiHu aKTHBI30BaHO NMPOBEACHHS CLIbCHKOTOCIIOAAPCHKUX sIpMap-
KiB. AJKe MMPOJIOBOJIBYL sIpMapKu — €(DeKTUBHUM MeXaH13M yTpUMaHHS I[IHOBOI CUTYyarli
Ha MPOAYKTH XapuyBaHHs 1 MOXKJIMBICTb NpUAOATH NPOAYKIi0 y BuUpoOHuKa. Tak, 3 mo-
yatky 2014 poky mposenero 13266 mpogoBONBYHX SIPMapKiB 32 YYacCTIO CiTbCHKOTOCIIO-
JApCHKUX TOBAPOBUPOOHMKIB Ta OOCIyrOBYIOUMX KOONEPATHBIB Ha SKHUX peasli3oBaHO
151,6 Trc. T cinbcbKOrOCTIOAAPCHKOT Tpoaykiii Ha 1437,7 MITH TpH.

MiHarponoiiTHKU BCeOIYHO MOIYJIAPU3YE MPOBEACHHS IPMAPKOBHUX 3aX0/IB 1 HaMara-
€THCSI 3AJTyYUTH JI0 HUX SIKOMOTa OlIblle arpapiiB. 3 Mo4aTtky poKy HalOUIbLIY KUIBKICTb
ApMapKOBHX 3axo0jiB mpoBeaeHo B KuiBchkiid, BonuHcbkiit, XapkiBChKiid, 3amopi3bkiii,
Cymcekiit, XepcoHebkil, [TontaBepkiit Ta Uepkachkiii obnactsx. 3a odcsiraMu peanizoBa-
Hoi mpoxaykuii migupytoth Opneckka, XapkiBcbka, Cymceka, Jlyranceka, KuiBchka Ta
JlHinponeTpoBchka 00J1aCTi.

Jlume y motomy B perionax mposeneHo 6010 mpoaoBoibuux sipMapkiB 3 skux 3928
BuizHuX. [Ipu npomy peanizoBano 70,3 THC. T CUIBCHKOTOCTIOAAPCHKOT MPOIYKIIIi HA CyMy
720,1 MiH TpH.

Cnin 3a3HaunTH, 0 B MicTi Kuei npoBeneno 196 ciibchKOrocmoapchbkux sipMapoxk,
ne peamizoBaHo 19,4 Tuc. T pi3HOI MPOAOBOILYOI MPOAYKINi Ha cymy Maibke 317,7 muH
rpH. Ha sipmapkax mpejacTaBieHi M siCHAa, MOJIOYHA, OBOYEBA MPOIYKIis,, OOPOIIHO Ta
KpyIH, IPOAYKITis O KUTBHUAIITBA Ta XI1000yJI0YHI BUPOOH.

Ilpec-cayacoa Minacpononimuxu Yrpainu
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