% LliHoymeopeHHs ma uiHosa rnosimuka

UDS 338.516.22:664.7(477)

A.l. KAMINSKA, research fellow

National Scientific Centre “Institute of Agrarian Economics”

Prices and price formation in the market of cereals

Scientific problem. The problem of pricing
and functioning the agricultural market for the
modern history of agriculture in Ukraine has
always been extremely acute. The current pric-
ing system in agriculture does not provide par-
ity in the norms of reproduction to the produc-
tion of advanced capital and labor, virtually
eliminates the possibility of expanded repro-
duction, deepening economic interest to a level
sufficient for stimulating translational, innova-
tive development of the agrarian economy.

Price — a converted form of value and its
monetary expression. In a market economy is
an important regulator of development. The
price — this is a guide that allows to make the
right decisions for producers and consumers:
what to produce, when to produce and how
much, what and how much to buy.

Analysis of recent researches and publica-
tions. Research of the problem of pricing as
well as the formation and functioning of grains
market, including cereals, devoted a lot of
works of domestic scientists, in particular
V.I. Boiko [3], M.V. Kalinchyk [5],
P.M. Makarenko [7], V.Y. Mesel-Veselyak
[10], P.T. Sabluk [9], L.M. Khudoliy [6],
O.M. Shpychak [8] and others. However, this
issue remains important and needs to be a sci-
entific substantiation new theoretical and meth-
odological approach and adapt to changing
business conditions.

The objective of the article is to analyze
the price situation on the cereals market in
Ukraine and identify factors influencing for to
change it.

Statement of the main results of the study.
Price is a key indicator of market conditions
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shaped by supply and demand, dynamics and
ratio which determine the vector of price fluc-
tuations. Investigation of the origin price fac-
tors and their influence on the main parameters
of the internal market crops, including cereals,
determines the need to analyze the dynamics of
supply and demand [4].

The analysis of the parameters of the pro-
duction of cereals has shown that in recent
years a decrease in harvested areas and, there-
fore, the croppage of buckwheat and millet. In
particular, in 2000 the area of collection of
buckwheat was 528.9 thousand hectares, in
2005 — 396.2 thousand hectares and in 2010 it
decreased to 198.6 thousand hectares, resulting
in a total production amounted to only 133.7
thousand tons. As a result, harvest was the low-
est for two decades, and the situation of produc-
ing instant impact on market conditions.

During the years 2011-2012 due to increased
acreage and productivity increase, croppage
remained stable and was in the range of 239-
282 thousand tons, almost twice higher than in
2010. In 2013, the harvesting area of buck-
wheat decreased by 38% over the previous
year, but at the expense of increasing the yield
to 10.6 kg/ha, total yield reached a level of
179.0 thousand tons. This volume of products
together with the transitional residues allowed
to fully provide domestic consumption, which
is within 180 thousand tons.

During analyzed period revealed that millet
cultivation areas in Ukraine significantly re-
duced, accordingly, reduced and grain produc-
tion of this crop. The smallest of its area was in
2013 - 78.0 thousand hectares, in 2010 — 85.30
thousand hectares and in 2007 — 91.6 thousand
hectares. Most of millet were sown in 2004 —
376.50 thousand hectares, in 2000 — 366.50
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thousand hectares and in 2003 — 258.10 thou-
sand hectares. It was established that the gross
yield of millet in 2013 was only 102.0 thousand
tons, up 76.1% from 2000.

The positive dynamics of production is ob-
served in rice cultivation of Ukraine. Area of
crops is relatively stable, varying from
21.4 thousand hectares in 2005 to 29.6 thou-

sand hectares in 2011. For the whole history of
rice cultivation in our country during the years
2012-2013 is set a record yield of the crop at
the level of 60.0 — 62.1 kg/ha. In this connec-
tion emerged the trend of increasing of the pro-
duction of rice, and in 2011 received
169.9 thousand tons, which is 89.4% more in
line with 2000 (Table 1).

1. Dynamics of indicators of production of cereal crops in Ukraine in all categories

Indicator Year 2013 in % | 2013 in %
2000 | 2005 | 2010 | 2011 | 2012 | 2013 | till 2000 | till 2010
Buckwheat

Harvesting area, thousand Ha| 528,9 396,2 198,6 285,7 273,3 168,4 31,8 84,8
The grosstgﬂgs' thousand | ja5 | 2747 | 1337 | 2816 | 2387 | 1790 | 372 1339
Yield, kg/ha 91 6.9 6.7 9.9 8.7 106 | 1165 1582

Millet
Harvesting area, thousand Ha| 366,5 120,4 85,3 156,4 152,5 78,0 21,3 91,4
The grosstgﬂgs' thousand | 569 | 1406 | 1171 | 2788 | 1574 | 1020 | 239 87.1
Yield, kg/ha 16 | 117 137 17.8 103 | 131 | 1129 95.6

Rice
Harvesting area, thousand Ha| 25,2 21,4 29,3 29,6 25,8 24,2 96,0 82,6
The grossté’;]er:gs' thousand | 597 | 930 | 1480 | 1609 | 1598 | 1451 | 1617 98,0
Yield, kg/ha 356 | 434 505 573 621 | 600 | 1685 1188

Source: The State Statistics Service of Ukraine.

Some farms refuses cereal crops or reduce
their crops, the industry moves to enterprises
that are able to see own segment and can organ-
ize it into a reasonably efficient level. To such
were mostly often include enterprise or associa-
tion of enterprises engaged in agricultural pro-
duction and have their own facilities for the
production and packaging of cereals. At the ex-
pense of the sale of finished products, they sig-
nificantly increase the amount of received
added value [11].

Assessment of the dynamics of prices for
basic products of cereals produced in Ukraine,
gives reason to believe that there is a fact of the
instability of the constant price. In 2007, the
average sales price of buckwheat was 1682.6
UAH/t, and in 2008-2009 decreased to the level

of 1418.6 — 1475.7 UAH/t, respectively, in
2011, the market recorded a sharp increase to
4787.5 UAH/t. We note significant increase in
prices for grain millet. If in 2005 the average
price was only 295.4 UAH/t, then in 2011 it
increased by 5 times and was fixed at the
1540.5 UAH/t. The price situation on the rice
market in Ukraine is relatively stable, only in
2008 the price has doubled compared to the
previous year. However, during the years 2008-
2013 found that the average price of rice grains
was within 2500.0 UAH/t (Table 2). This pric-
ing situation caused by the instability proposal
and ineffective intervention policy.

2. Dynamics of volumes and selling prices for cereals in Ukraine

Buckwheat Millet Rice
Year Volume, o pan | Volme | pice Uane | YOMME T pice UAHI
tonnes tonnes tonnes
2005 134803 883.8 117982 2054 54335 1017.9
2006 113012 1218,2 80356 4206 61980 985.4
2007 105987 1682.,6 48462 1013.6 75408 1059,1
2008 118587 1418,6 67418 8661 53900 23401
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extension table.

2009 149995 14757 117293 590,3 71338 2893,2
2010 104622 3910,0 114892 1036,2 82154 2348,1
2011 111860 4787,5 83031 1540,5 82818 2585,0
2012 121649 37717 117756 1202,1 106107 2350,5
2013 120569 2681,4 94513 1451,6 110140 2506,0
2013 in % till 2005 89,44 303,39 80,11 491,40 202,71 246,19

Source: The State Statistics Service of Ukraine.

The main sales channel cereals traditionally
remains for "other channels"” through which the
overwhelming amounts of grain sold to com-
mercial producers and other structures of with
the highest prices compared to other marketing
channels. In 2013, their share accounted for
more than 80% of the total volume of buck-
wheat, millet and rice. To processing enter-
prises were sold 8.3% of buckwheat, 1.6% -
millet and 2.3% rice. From 6 to 10% grouts
crops sold in the market. Shareholders at the
expense of rent for land and property shares
transferred to 2.7% millet and 0.3% buckwheat.
The main share of sales channels — population
at the expense of wages — is less than 1%.

The price situation on the cereals market in
Ukraine has another negative sign, namely, the
prices vary considerably by regions. In 2013,
the biggest price of buckwheat were in Myko-
laiv region — 7.2% on the average selling price
for Ukraine, in lvano-Frankivsk (6.4%) and
Kharkiv (5.5%) regions. Lowest prices re-
corded in Zaporizhia, Chernivtsi regions and in
Crimea. For the best prices millet implemented
in Zhytomyr, Chernihiv and Cherkasy regions —
by 86.4%, 59.6% and 14.4% respectively. The
lowest they have been in lvano-Frankivsk,
Khmelnytsky and Sumy regions. Price situation
in rice follows: highest price listed in the Cri-
mea — 2562.4 UAH/t, which is 2.3% more than
the average for Ukraine, and in the Kherson
region, the price was 2382.5 UAH/t, which is
almost less than 5.0% to the average selling
price.

The market pricing of cereals happens pri-
marily reflecting the cost of raw materials and
then the cost of processing. An important factor
in pricing is seasonal. Usually early in the sea-
son (October-November) prices lower.

In addition, the pricing environment in the
market of cereals is completely determined by
cereal crops in Ukraine and speaking about rice
— the determining factor is the price situation on
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the world market due to its small domestic pro-
duction. Given that the yield of cereal crops are
harvested mainly in autumn and pre-autumnal
period, gross yield more influence on pricing in
the next calendar year.

Domestic prices for cereals committing a
regulatory effect on export operations. In case
of high prices of this product becomes uncom-
petitive in the global market and export almost
stops. Significant increase in prices contributes
to the problems with the sale of cereals on the
domestic market. Given the low level of in-
come, a sharp increase in the prices of cereals
makes consumers reorient on other cheaper
products. Avoiding large stocks of products,
producers are forced to cut prices. During the
last years, which were characterized as not fe-
cund, marked by price fluctuations.

So, I-11 quarters of 2010, the average retail
price of buckwheat has fluctuated within a
range from 5.35 to 8.64 UAH/kg, and in the
third or fourth quarters due to the decrease in
gross collection price increased from 9.71 to
13.21 UAH/kg. In January-February 2011,
prices continued to rise, reaching levels of
18.07 UAH per 1 kg of buckwheat. Overall for
the year, they increased almost threefold. How-
ever, since the fourth quarter of 2011, prices
began to fall buckwheat groats, and during
2012-2013 averaged 10.19 UAH/kg. In 2014,
the lowest retail price in January was recorded
at around 8.97 UAH/Kkg, and the highest in July
—10.53 UAH/Kg.

Average retail prices in urban markets of
Ukraine for millet in late 2009 — first half of
2010 were marked by stability and fluctuated in
the range of 3.44 to 3.85 UAH/kg. But since
August 2010, prices began to rise in the market.
This is due first of all to the increase in produc-
tion costs and a reduction in acreage under this
crop and, consequently, a decrease in the gross
yield. Since the beginning of 2011 the price of
millet increased by 24.2% and the average for
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Ukraine were 6.53 UAH/kg. However, after
collecting the new crop price has changed, and
during the years 2012-2013, prices have fallen
and ranged from 5.75 to 6.11 UAH/kg. In 2014

there is a growth of retail prices for millet. In
September, the price was 8.61 UAH/kg, which
IS 36.9% more in line with the beginning of the
year (Figure 1).
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Figure 1. Retail prices in urban markets for cereals Ukraine, UAH/kg

Source: The State Statistics Service of Ukraine

Price situation in urban markets Ukraine in
rice relatively stable. Thus, during the 2010-
2011 marketing year, prices ranged 10.61 —
11.69 UAH/kg. In the third quarter of 2012, the
price of the rice fell to the level of
9.66 UAH/kg. But since the March 2013 we
notice price increases from 10.02 UAH/Kkg to
12.43 UAH/Kg in September 2014.

Assessing the competitiveness of cereals
from the standpoint of pricing should be noted
that as always determinative indicator of eco-
nomic evaluation is efficiency of production.

According to the analysis of economic effi-
ciency of production of buckwheat in recent
years, with lucrative crops she moved into the
category of unprofitable. If 2011 was obtained
1768.1 UAH/t income, already in 2013, unprof-
itable amounted to 36.2 UAHIL.

According to the State Statistics Committee
of Ukraine during 2009-2013 the economic per-
formance of millet cultivation varied consid-
erably. The level of the cost of 1 ton increased
from 743.8 to 1385.6 UAH. Unfavorable for
the cultivation of millet were 2009 and 2012
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when the rate of return was negative. However,
in 2013 there is a slight increase this figure to
3.0% [1].

Researches show that the recent increased
interest to rice producers in Ukraine. It should
be noted that the production of rice during
2009-2013 was quite profitable. Over the years
the level of profitability of firms involved in the
cultivation of rice was 61.7% in 2009, 26.4% —
in 2010, 12.0% — in 2011, 12.3% — in 2012 and
18.1% in 2013 (Table. 3).

According to experts, low economic effi-
ciency of the industry was the result of several
factors, including the deteriorating social and
economic conditions of management, insuffi-
cient provision of material and technical means
of production and non-compliance in this re-
gard, technology requirements of growing
crops, and increased cost of production (higher
prices for pesticides, fertilizers, fuels and lubri-
cants, seeds, etc.) [11].

The complex administrative and economic
measures for regulation of socially important
food products which are declared by the Gov-
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ernment of the country as a whole can to stabi-
lize production and consumption of the cereal
crops at a level that fully guarantees food secu-
rity. In particular, should play a positive role in
these regulatory measures, such as trade and
financial state intervention in the market of

consumer products, the introduction of targeted
subsidies to agricultural producers, for which
there are sharp price fluctuations, financial sup-
port enterprises through the mechanism of
cheaper loans [2].

3. Economic efficiency of cereal crops in Ukraine

Year 2013 till
Indicator 2009 | 2010 | 2011 | 2012 | 2013 o
Buckwheat
Full cost of 1t, UAH 1504,9 2336,1 3002,6 3031,4 2709,6 1204,7
The average selling price for 1 t, UAH 1473,2 3974,8 4770,7 3775,2 2673,4 1200,2
Income (loss) from sales of 1 t, UAH -31,7 1638,7 1768,1 743,8 -36,2 -4,5
The Ievt_el of profitability (loss ratio) 21 701 58.9 245 13 0.8
production,%
Millet
Full cost of 1t, UAH 743,8 932,6 1137,6 1356,7 1385,6 641,8
The average selling price for 1 t, UAH 585,9 1034,9 1510,3 1186,6 14277 841,8
Income (loss) from sales of 1 t, UAH -157,9 102,3 372,7 -170,1 42,1 200,0
The level of profitability (loss ratio) i i
production,% 21,2 11,0 32,8 12,5 3,0 24,2
Rice

Full cost of 1t, UAH 1617,8 1839,1 2008,4 1948,4 2218,8 601,0
The average selling price for 1 t, UAH 2615,5 2324,3 2250,2 2187,1 2621,2 5,7
Income (loss) from sales of 1 t, UAH 997,7 485,2 2418 238,7 402,4 -595,3
The Iev_el of profitability (loss ratio) 617 26.4 12,0 12.3 181 43,6
production,%

Source: Calculated by the author according to the State Statistics Service of Ukraine.

Conclusions. Analytical study of pricing in
the market of cereals suggests that price insta-
bility caused by conditions of supply and inef-
fective intervention policy. The formation of
prices affects seasonality and volume of pro-
duction, in the case of rice — no small role
played by the price situation on world markets.
Prominent factors pricing in the market of cere-
als is economic efficiency.

It is necessary to develop and implement an
effective pricing mechanism in the market these
crops and public support production, thus ena-
bling greater profitability. Particular attention
should be paid to the resolving been a problem
in the coming years a significant increase in
acreage, yield and gross harvest of cereals due
to the widespread introduction of modern inten-
sive production technologies.
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HoesuHu AllIK

InenTudikaniss TBAPpUH NiABUIIUTH
KOHKYPEHTOCHPOMOKHICTh eKCIIOPTEPiB

HaranpHuM 3aBgaHHsSM JIep>KaBHOT MOJIITUKHU B arpapHiil cdepi € BIpoBaHKEHHS J1€BOT
cucreMu ineHTudikamii TBapuH. Lle ciyryBaTuMe 3amopykoro 3a0e3neueHHs] HaceIeHHS
SIKICHUMH TIPOJTyKTaMH, CTaOUTbHOI €MI300THYHO1 CUTYaIllli, a TAKOX BUXOAY BITUYU3HSIHHUX
BUpPOOHMKIB Ha CBiTOBI puHKM. Ha 1pbOMy HarojocuB 3acTynmHUK [ oJo-
Bu JlepxxBeTdiTocimyxou Ykpainu Bitaniit bammHCchKUid.

KinmeBa Mera imeHTH(IKAIIl — 3aXUCTUTH BITUYU3HSIHOTO CIOXHBA4a M’ SICOMOJIOYHOI
MPOJYKIII BiJ HEAKICHUX TOBapiB. Y IUIaHaX JEpKaBU PO3MIIIYBAaTH BCIO 1H(OpMAIIiIO,
IO CTOCYEThCS SKOCTI MPOJYKTY, HA €TUKeTIi. Lle cTaHe MOXIMBUM, OCKITBKA KOHTPO-
JIIOF0Y1 OPTaHM 3MOXKYTh BIJICTEKHUTH NUISX MPOXOIHKCHHS TBAPUHHOI MPOJIYKIIii, BC1 €Ta-
1 11 BUPOOHMIITBA Ta, BIAMOBIIHO, 3/11HCHIOBATH MOCTIMHMI KOHTPOJIb 32 0€3MEeKOI0.

«Y BChOMY CBITI JIl€ TIPAaBWIO: HeieHTU(hIKOBaHA TBApUHA — 1111 3a00POHOI0 Ha Tepe-
MIIIEHHS 3 OJTHOTO B 1HIIIE TOCIIOAAPCTBO, MPOJAX 1 3201t Ha M’siCcO, pealtizallis MPOAYKTiB
TaKWX TBapHH HEMOXUIMBA. ToMy yKpaiHChKI BHPOOHHKH, MPHEIHABIINCH 10 €IUHOTO
peecTpy TBapuH, 3MOXKYTh 3a0e3Me4nTH 0 ceOe JOBipy Ha 30BHIIIHIX PHHKAX Ta BiJIMOBI-
JTHO TTIIBUIIMTH CBOKO KOHKYPEHTO3AaTHICTH», — 3a3Ha4uB B.bammHachKuii.

UuHHE 3aKOHOJIaBCTBO y cepi peectparii Ta imeHTUDIKAIIT CLTBCHKOTOCIOIAPCHKUX
TBapuH rependadae OwopkeTHe (iHAHCYBaHHS peecTparii Xyaoou (izudHux ocid, THM
caMHuM 3200pOHSIFOYM OCTAHHIM CAMOCTIMHO OIUIAYyBATH IO MPOLEAYPY, IO MOXE CTaTH
NPUYHHOIO 3pUBY peecTpamniiinoi kammanii B 2015 p.

BapricTh peectparii ctaHoBUTH Bia 22 10 49 TpH 3a roJIoBy, 1 AJif TOTO, 00 MOKPUTH
BUTpPaTH Ha M0 Tpoueaypy, ao kinig 2014 p. JepxserditocmyxOa BHITyKaia
30 MuTH TpH.

Jliis ipoBenieHHst peectpamiitaoi kammanii B 2015 p. HeoOXigHO a00 BHECTH 3MIiHH JI0
3aKOHO/ABCTBA, a00 K 3aKJIACTH B OIO/KET HAa HACTYIHUHN PiK KOILITH HA TaKi L.

Ilpec-cayacoa Minacpononimuxu Yrpainu
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