UDS 636.32/38

0O.A. KOZAK, candidate of economic sciences, senior research fellow,

competitor for doctor’s degree

I.M. BEZHENAR, candidate of economic sciences, senior research fellow
National Scientific Center «Institute of Agrarian Economics»

Organizational and economic reserves of improving
the sheep breeding industry competitiveness

Scientific problem. The transition of econ-
omy to a market relations and the subsequent
transformation intended to increase the com-
petitiveness of agricultural production and more
fully utilize its potential. However, the imbal-
ance of organizational and economic reform
mechanisms due to the growing problems of
production and financial condition resource
supporting of considerable part of farms, reduc-
ing their ability to pay, the breaking-off of eco-
nomic relations, ineffective government pro-
grams of supporting industries, including sheep
breeding. As a result, in the industry with the
start of transformational changes was outlined a
trend towards reduction of livestock, rising
production costs and so on. Most sheep breed-
ing companies turned out in a crisis, which
showed itself primarily in the unprofitableness
and the low competitiveness of products.

Analysis of recent researches and publica-
tions. The works of lvanov [2], Zharuk [1],
Mesel-Veselyak [5], Morozov [6], Sokolov
[10], Parhomets [8], Topiha [11], Turinskiy
[12], Shelest [14], Shynkarenko [15] and others
are dedicated to development of sheep industry
and increase of its competitiveness. However,
researches should be done on the elimination of
the main causes of destabilization of the indus-
try and there is an objective need to develop
organizational and economic measures to im-
prove its competitiveness. Noticed above be-
comes particularly urgent with signing an As-
sociation Agreement with the EU by Ukraine.

The objective of the article is to carry out
an economic analysis of the factors that shape
competitiveness of sheep industry and to offer
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organizational and economic reserves of its in-
crease in Ukraine.

Statement of the main results of the study.
Sheep breeding has always been traditional for
Ukraine industry, offering the widest range of
products (14 species), among other sectors of
agriculture. A significant negative factor that
influenced the development of the industry in
the transition to a market economy was the re-
fusal of the military and educational institutions
from quotas for the purchase of wool for sew-
ing military uniforms. Lack of market for wool,
lamb, sheepskins, sheep breeding and sheepskin
led to a reduction in the sheep livestock, the
decrease in production and sales sector, de-
coupling in production, processing, deteriora-
tion of material and technical equipment, scien-
tific software, unprofitableness of majority of
producers shepherd products [3]. In 2013 the
share of the gross production of animal hus-
bandry Ukraine was 0.2%, which is six times
less than in 1990.

Analysis of the data indicates redistribution
between categories of sheep farms in favor of
the private peasant farmes caused a significant
reduction in its agricultural enterprises. If in
1990 the public sector held 90.7% of livestock,
in 2013 its share was only 22.8%. From 1049
shepherd enterprises: 37.8% maintain less than
49 head, 15.8 - 99 head, 16.5% - from 100 to
199 head, 25.3% from 200 to 999 head, 4.6% -
to 1999 head. More than 1999 sheep head held
only 15 enterprises or 1.4%. The average size
of farms producing lamb for the last 5 years is
276 head, wool - 481 head [1,6,8,12].

In sheep breeding, as in other branches of
animal husbandry productivity and economic
efficiency depend on the structure of the herd,
primarily on the proportion of ewes in it. This
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makes it possible to solve the problem of
growth of sheep livestock and increase the pro-
duction sector, depending on demand. Farms
specializing in growing sheep to produce lamb,
hold at least 70-75% of females in the structure
of the herd, in the production of wool - 40-45%.

Today extensively herd reproduction is run,
fertility ewes on average in Ukraine amounted to
72 lambs per 100 ewes (the norm on average 120-
150%), which makes it impossible in the short
term to restore the number of sheep in the state to
the level of 5.6 million heads. Academician
Ivanov emphasized that the intensive develop-
ment of sheep is not only in increasing productiv-
ity of sheep, but the intensification of the flocks
reproduction system, use of cultural meat and
wool sheep [2]. One of the provisions intensifica-
tion of sheep in a market economy is to increase
the period of productive use of ewes, which can
be achieved through the rapid introduction of
yearling ewes in exploitation, and by extension of
the period of its productive use [14].

Ukraine has a sheep genetic potential with
different directions of productivity: fine-fleeced,
half- fme-fleeced, rough woolen and astrakhan
sheep are bred in all naturally economic areas
[15]. Economic evaluation of sheep breeds is
largely determined by their market competitive-
ness of products. Despite the fact that over the
last decade, the number of sheep decreased sig-
nificantly, the genetic potential of pedigree
sheep in pedigree sheep breeding farm not only
preserved, but also enriched thanks to the high
scientific backup selection. Wool clip per sheep
remained at the 1990 level and the dynamics of
years 2,9-3,6 kg.

Negative factors of the sheep industry de-
velopment led to the fact that contentment of
the need in physical wool is less than 17%. An-

nually per capita produces about 90 grams of
pure wool against the minimum requirements
for the rational norms - 200 g. In 2013 per cap-
ita produced about 48 grams of lamb with a
minimum need of 0,6-2 kg. For comparison, in
New Zealand the figure was in 2009 - 30.5 kg,
Australia - 20 kg, Greece - 14.0 kg [1]. Accord-
ing to statistics the share of lamb meat re-
sources in Ukraine significantly inferior to oth-
er types of meat and makes 1.9%. Because of
the unresolved problems of the organization of
regional slaughter enterprises of farm animals,
including sheep, public and private enterprises
have to slaughter animals in home conditions.
All this reduces product quality.

Ukraine's foreign trade products of sheep
breeding are characterized by instability and the
predominance of imports over exports (in 2013
imported wool in 8.7 times more than exported,
lamb - in 46.4 times) [17-20]. Wool trade is
characterized by frequent changes of countries-
buyer and countries-seller and a large their
number. Despite this, in the future, Ukraine
could become a powerful exporter of mutton to
EU countries and the Middle East through the
territorial proximity to the European market
and dissatisfied demand for these products. It
should be noted that provided considerable
quota for the supply of lamb for Ukraine by the
EU. Constraining factor for export at present is
the lack of quality certification in accordance
with international standards.

The period of reforms coincided in time with
new global trends in the industry, including
production reorientation direction of specializa-
tion (wool, meat, milk) in Ukraine showed that
effective indices are increasing with producing
of lamb and sheep's milk, and the most profit-
able is the complex use products (Table 1).

1. Effectiveness of sheep production in different areas of specialization

Avreas of specialization
Production wool meat milk Complex use products
Q-ty Price, UAH Q-ty Price, UAH Q-ty Price, UAH Q-ty Price, UAH

Wool, kg 3 48 2,3 9,2 2,3 8,1 2,3 8,1
Sheepskin, pc 1 12 1 12 1 12 1 12
Meat, kg 10 250 30 750 15 375 18 450
Brynza, kg - - - - 10 350 10 350
Other products, kg 1 2,8 1 2,8 1 2,8 1 2,8
Obtained gross products

of 1 sheep, UAH 3128 774 7479 822,9
The cost of one sheep

maintaining, UAH 690 690 690 690
Profit per 1 sheep, UAH -377,2 84 57,9 132,9

Source: Calculated by the authors.
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So, one of reserves of improving competi-
tiveness in existing conditions may be modified
intra-industry specialization.

The most important element of sheep breed-
ing development in Ukraine and increase its
competitiveness, according to the state agricul-
tural policy objectives and strategies for socio-
economic development should be the strength-
ening of public support at national and regional
levels with the tools of regulation [9]. Govern-
ment support in the form of financial and mate-
rial assistance or partial compensation costs
(public investments, tax breaks and financing,
use of extra-budgetary sources for construction
works, purchase of equipment, agricultural and
special equipment) requires firstly in the initial
stages of the sheep farms to enable enterprises
expansion of existing production capacity.

The primary measure is the adoption of "
The program of sheep breeding industry in
2015-2020 years.", which would increase the
number of sheep to 1.8 million heads, lamb
production to 44.4 thousand tons, wool to 6.3
thousand tons, milk to 9.5 ths. tons. According
to L. Shelest, improving material interest re-
quires allocation of purpose-oriented subsidies
(for products, purchasing of pedigree sheep,
etc.), as well as soft loans to carry out breeding,
scientific researches, etc .. Without state sup-
port domestic producers of sheep products. It is
difficult to compete on global market with
countries where there is a practice of providing
subsidies [13].

Improving the competitiveness of sheep
products largely depends on the measures to be
applied at the enterprise level (Table 2).

2. Areas of increasing the competitiveness of sheep production at the macro level

Types of measures

Meaning

Organizational |technology;

and Production |®
e forage production organizing;

e breeding and veterinary improvement;
[ ]

e achieving sustainable sheep enterprise size over the concentration of livestock;
e maintaining a level of specialization in production, ensuring high economic efficiency;
o development of inter-economic relations in the integration and cooperative basis for sharing processing

use of domestic and international experience of management;

creating associations, cooperatives, associations integrations.

Technological

» use of new resource- and energy saving technologies in the stages of production, storage, transport;
introduction in the production stage of scientific researches, the implementation of innovative projects for

mechamzatlon and automation of production processes ;

e improvement of maintenance, reproduction, feeding, veterinary protection.

reducing the cost of production;

attracting investment (including foreign);

Economic increasing profitability;
more efficient use of financial and material resources;
e occupation competitive position on the market.
e increasing productivity;
e qualification of staff;
Social «  social security for workers in the industry;

e improving working conditions for employees and solving their social problems/

standards for the products of sheep;

Organiza-tional

and management |0ds of strategic management);

equipment for storage);

e diversification of sheep production including world experience -conversion of sheep enterprises on produc-
tion of milk and lamb and shepherd's diversification of products (eg . packing and packaging for retailers of lamb
carcasses, semi-carcasses, cuts, making a variety of cheese from sheep's milk);

e quality management through standardization of products, the introduction of standards and quality control

e improvement of quality control of raw materials, semi-finished and finished products;
e improving the organizational management system for sheep enterprises (using scientifically-founded meth-

e development of marketing measures in the company - market research forecasting sales, creating logos,
ordering database about the competitors, implementation of marketing measures and advertisement to promote
products, participation in fairs and exhibitions;

e Formation of infrastructure provision of production and sales (the presence or warehouses or refrigeration

e Using the tools of logistics, improvement of transport and sales infrastructure.

Source: Generated by the authors.
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It is important to strengthen the role of civil
society organizations. Ukraine has a specialized
Ukrainian public organization "Association of
sheep and goat breeders” - voluntary associa-
tion of sheep products producers, which pro-
motes sheep breeding. The purpose of the or-
ganization to assist in acquiring, implementing
goats and sheep, including breeding, feed,
equipment for animal production and process-
ing sheep products, inform import features,
help in finding potential buyers-exporters of
animals from abroad (Germany, Austria, etc.),
provides advice on obtaining permits for ex-
port, cooperation with veterinary inspection
survey in terms of potential exporters etc [7]. In
the future, expected to attract more manufactur-
ers to this public organization to exchange ex-
periences, lobbying the interests of producers
and a greater impact on the government, the
voluntary entry and exit and equality of all par-
ticipants.

In areas of intensive sheep farming (steppe
zone, the Carpathian region), it is reasonable to
create or improve the work of existing informa-
tion and consultation structures - regional asso-
ciations of sheep products (eg, public associa-
tion "Vivcharstvo Khersonschiny"”, "Associa-
tion of Zakarpatta sheep breeders™ and advisory
services . Activities such associations should be
based on trusting relationships with producers
(agricultural, farm and personal farming) and
will provide by professional staff economic,

technological consultation promoting through
seminars, presentations, dissemination of in-
formation, methodical, educational and scien-
tific materials. At the same time the current
needs of farms in equipment and provided vari-
ous kinds of assistance (supply of inputs, regis-
tration and identification of sheep) will be
shown.

The main function of the regional associa-
tions - providing free promotion sheep products
from producers to processing plants by forming
large trade flows. The implementation of this
function is possible with consolidated informa-
tion on the number of producers, the volume of
production in general and in individual econo-
mies of the region. Currently, a commodity
producer is forced to find markets, this process
is complex and time-consuming. Therefore, the
association will be "intermediary” between
producers and processors.

Creation of information and consultation
structures will provide public authorities and
manufacturers of production with information
on products, customers, competitors, markets,
dynamics and level of demand, the prices of
different products, etc.[4]. Specialists of asso-
ciations at the regional level will provide in-
formation on regional market places with sheep
products, demand and consumer demand, etc.
Thus conditions for free access to information,
analysis and forecasts for all market partici-
pants will be provided (Figure).

Ministry of Agrarian Policy and Food of Ukraine

.

/
Management of regional agriculture Association sheep and goat breeders
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_ * T _ Service T ¢
Animal control departments of agriculture Regional . fsh q breed
(regional) egional associations of sheep and goat breeders
Combining sheep breeders and %
processors
I
[ [ [
Supply sector Production Sector Processing sector and
implementation
[ ! | | [ 1
Production || Research work | [Information| |Growing of sheep (incl.. mul-| | Transport Processing Sale of raw
and supply of| |(educational and| | and re- tiplication, pedigree sheep | |and prepara-| | sheep prod- | [materials and
means of research institu-| [source cen-| |breeding farm, enterprises of| | tion of wool ucts products pro-
production tions) ters. growing repair young ani- and lamb cessing
and feeds mals, commodity)

Figure. The organizational structure of the information exchange in the field of sheep breeding
in the presence of regional sheep associations.

Source: Development of the authors.
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Summary of regional associations should be
sent to All-Ukrainian Association, which puts it
on its web-site. Also, this organization will car-
ry out the following activities: provides infor-
mation and marketing services to members of
the association about development program and
other legislation relating to the sheep breeding,
condition, prospects, business conditions, pric-
ing of domestic and foreign markets for the
products of industry, modern ways of organiz-
ing production and methods of combating
sheep diseases; inform about terms of sheep
products insurance and on the taxation of pro-
ducers; carry out coordination of production
and processing sheep products; facilitate intern-
ship abroad and help in finding sources of in-
vestment and credit; organizing the implemen-
tation of raw materials, finished products
searching marketing channels; promotion of the
markets on the basis of meeting the interests of
all market participants.

Conclusion. Economic indices of sheep
breeding industry throughout the period of
agrarian transformations have a general nega-
tive trend. The decline of the industry continues
and increases internal (production of other

types of livestock and crop production espe-
cially) and external (world market production
of sheep products) competition. If there are
many organizational and economic problems in
the industry its genetic potential still is very
strong. An important incentive for increasing
production could be provided by the European
Union quota for deliveries lamb in volumes ex-
ceeding production in the country.

Calculations have shown expediency of
change of intra-industry specialization from
sheep breeding to milk and meat, which gener-
ally meets international trends in the market of
the product.

To increase the competitiveness of the in-
dustry will facilitate: state support in the first
place, the adoption of the "Program of sheep
breeding industry in 2015-2020 years"”, and
measures applied at the enterprise level (organ-
izational, economic, technological, economic,
social, organizational and managerial).

An important role is played by civil organi-
zations - regional associations of producers of
sheep products and advisory services that will
boost market sheep products.
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HoesuHu AllIK

Ykpaina ta bButopych 10MOBHJINCSI HAPOLLYBATH
eKCIIOPTHO-IMIIOPTHUH NMOTeHNiaa y Toprisai npoaykuieo AIIK

MinicTp arpapHoi MOJIITUKU Ta MPOA0BOJIbCTBA YKpainu Onekciit [1aBieHko B3sB y4acTb y
[TnenapHomy 3acizanui 23-1 Miypsi1oBoi yKpaiHChKO-O1I0OPYCHKOI CIIUTBHOT KOMICIT 3 MUTaHb
TOPrOBEJILHO-EKOHOMIYHOTO CIIBpOOITHUIITBA. 3a pe3yjbTaTaMu 3acifaHHs OyB MiAMHCAHUN
[IpoToxoi, okpema JacTuHA SKOTO CTOCY€ETHCS CIIBIIpAIll MiX KpaiHaMu y cdepi arpornpoMuc-
J0BOTO KoMIuIekcy. CTOpOHHU BIAMITHIIM PO3BUTOK CHIBPOOITHHUIITBA B arpapHOMY CEKTOpi Ta
JIOMOBHWJTHCSI HAPOIIYBAaTH €KCIIOPTHO-IMIOPTHHM MOTEHITIal y TopriBii npoaykiieto ATTK.

Onmnexkciit [TaBieHko 3a3HauWB, M0 Hapa3i OUTOPYCHKi TAPTHEPH XOUYTh IMMOCTAYaTH 10 YKpa-
fHM BaHTaXHI aBTOMOOWII, TPAKTOpPH, 1HIIY TEXHIKY CLIBCHKOTOCIIOAAPCHKOTO TPU3HAYCHHS.
[Tponozumis Ykpainu nosirae y Tomy, mod gyactuHa o0csAry Takoi TEXHIKH 30upajacs Ta BUTO-
TOBJISLIIACS Y HAIIH KpaiHi.

binopycbka cTOpoHa HaroJocuiIa Ha IpOrpeci y BUPILICHH] psAAY MUTaHb 111010 TPOBEACHHS
iHcnekuid mianpueMcts PecnyOmiku Binopyce, 110 BUIyCKarOTh M’SICOMOJIOUHY MPOIYKIIIIO,
crneniaricramu Jlep)xaBHOi BeTepuHapHOi Ta (itocaHiTapHOi ciayx0Ou YKpaiHu Ta BUCIIOBHIIA
CIOJIIBaHHS Ha MOAAJBITY KOHCTPYKTHBHY CHIBIIPALIIO Y TaHOMY HampsIMi.

3a pesynpTaTamu 3acinanis Kowicis npuitHsia piteHHs:

HOCJTIIOBHO MOTJIMOIIOBATH B3aEMOBUTIHUN TOBAapooOir Mixk kpaiHamu y cdepi AIIK;

BCEOIYHO CTIPUSATH 30€pEKEHHIO CTAOUIBHUX Ta CBOEYACHUX B3a€EMHUX MOCTaYaHb MPOIYKITii
Xap4oBOi Ta nepepoOHOT ramyseu;

MIPOJIOBXKYBATH CIIBIIPAII0 MIX BETEPHHAPHUMH Ta (iTOCaHITApHUMH CiIy)kO0aMu 000X
JIepKaB 3 METOIO CIIPUSHHS 301IBIICHHIO B3a€EMHOT TTPUCYTHOCTI Ha puHKax PecmyOmiku bimo-
pych Ta YKpaiHU CUTBCHKOTOCMOAAPCHKOI Ta XapyoBOi MPOIYKIIii, a TAKOX 3HATTS Oap’epiB y
B3a€EMHII TOPTIBIII;

PO3IIMPIOBATH CIIBIPAII0 Y HAYKOBO-IOCIIAHHIIBKIN cdepi mumsixom pearizamii CIiIbHUX
MPOEKTIB 3 POCIMHHUIITBA, TBAPUHHHUITBA, MEXaHi3allii CUIbCHKOTOCIIOAAPCHKUX MPOLECIB Ta
BETEpHUHAPIi.

Minictp Omnexciii IlaBnenko BiA3HauMB BaXJIMBICTH criBmpaii i3 Pecrny6mikoio bimopychb
JUIS arpapHoro cextopy Ykpainu: «Hamani Mu npogoBxKyBaTUMEMO IPUIUISITH OCOOTIUBY YBa-
ry BceOiuHii B3aemMo/iil y cpepax BeTepuHapHOTro Ta (HiTOCAHITAPHOTO HATIIALY, POCIMHHUIITBA
Ta HACIHHMIITBA, & TaKOX HAYyKOBO-JIOCIIJHUI[BKOMY Ta PEriOHAJLHOMY CHiBPOOITHHULTBY i3
binopyccro».

Ipec-cnyancba Minacpononimuku Yxpainu
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