ISSN 2313-4569  Bichuk coyianbho-exonomiunux docaiodcenn, Ne 1 (62), 2017
YJIK 658.562

Katerina ALEXANDROVA
Commercial director of «Geleka-M» LTD, e-mail: katya.muzika@gmail.com

FORMING COMPETITIVE ADVANTAGE IN FOOD AND
AGRICULTURAL INDUSTRY BY IMPLEMENTING SAFETY AND
QUALITY MANAGEMENT SYSTEMS

Alexandrova, K. (2017). Forming competitive advantage in food and agricultural industry by implementing safety and
quality management systems. Ed.: M. Zveryakov (ed.-in-ch.) and others [Formuvannia konkurentnykh perevah v
kharchovii ta silskohospodarskii promyslovosti shliakhom vprovadzhennia system upravlinnia bezpekoiu i yakistiu;
zared.: M. |. Zveriakova (gol. red.) ta in.], Socio-economic research bulletin; Visnik social 'no-ekonomicnih doslidzen’
(ISSN 2313-4569), Odessa National Economic University, Odessa, No. 1 (62), pp. 58-63.

Abstract. The article considers and examines basic quality and safety management systems approved by the Global
Food Safety Initiative. Fresh mushroom market of Western Europe and Ukraine are analyzed. Ukrainian mushroom
industry was taken as an example to illustrate how European integration process effects on quality and safety

management systems implementation in food industry. Suggestions of increasing competitive positions of domestic food
products were given.

Keywords: competitiveness; quality management system; product safety; hazard analysis; subsidies.

Kartepuna IropiBna AIEKCAHIPOBA
komepyiunui oupexmop TOB «[enexa-My, e-mail: katya.muzika@gmail.com

®OPMYBAHHSI KOHKYPEHTHUX INEPEBAI" B XAPUOBIH TA
CLJIbChKOI'OCHOJJAPCHKIN MPOMUCJI0OBOCTI HLJISIXOM
BITPOBA/I’KEHHA CUCTEM YIIPABJIIHHSA BE3IIEKOIO I AKICTIO

Anexcanoposa, K. 1. @opmysanns KOHKYDeHMHUX Nnepesaz 6 Xapuoeill ma CilbCbKO20CNOOAPCHKill NPOMUCI080CI
WIAXOM BNPOBAOIICEHHS CUCMeEM YNpAgiiHHsA Oe3nexoro 1 saxicmwo // BicHuk coyianbHO-eKOHOMIYHUX O0CTIONCEHD!

30. Hayk. npayws, 3a ped. M. I. 3eepsikosa (2on086. ped.) ma in. (ISSN 2313-4569). — Oodeca: Odecvruii nayionanvhutl
exonomiunutl ynisepcumem. — 2017. — Ne 1 (62). — C. 58-63.

Anomayin. Y cmammi po3ensanymo ma O0CHIONCEHO OCHOBHI cUucmeMu YRpaeniHHa AKICMIo [ Oe3neKor npooyKyii,
cxeaneni InobanvHow iniyiamueoro 3 Oesnexku xapuogux npodykmig. IIpoananizogano puHox ceixcux epubié Kpain
3axionoi €eponu i Ykpainu. Ha npuxnadi yKpaincokoi epubnoi eany3i npointocmpo8ano 6nau8 npoyecy €8ponelcokoi
inmezpayii Ha 6npoBaAOIICEeHHs cucmeM YNpAaeninHa AKicmio ma 6e3nekoio 6 Xxapuosil npomuciosocmi. Hadamno
npono3uyii wooo niogueHHs KOHKYPEHMOCHPOMOICHOCTI NPOOYKMI8 Xapyy8aHHs 8iIMYUSHAHUX NIONPUEMCNE.

Knrouosi cnoea: KonkypeHmocnpoModCHICIb, CUCIeMA YAPAGIIHHA aKicmio; be3nexa npolyKyii; ananis Hebe3neuHux
YUHHUKIG, 0Omayii.

Exarepuna Uropesna AJIEKCAH/IPOBA
kommepueckuti oupexmop OO0 «[ enexa-M»y, e-mail: katya.muzika@gmail.com

®OPMUPOBAHUE KOHKYPEHTHBIX IPEUMYIIIECTB B IIUIIEBOM 1
CEJIbCKOXO3SMCTBEHHOM MPOMBIIIJIEHHOCTH ITYTEM
BHEJAPEHUA CUCTEM YIIPABJIEHUS BESOITACHOCTBIO U

KAYECTBOM

Anexcanoposa, E. H. ®@opmuposanue KOHKYDEHMHBIX NpeUMywecms 6 NUWeol U CelbCKOXO3SAUCMBEHHOU
NPOMBIUACHHOCIU NYmMeM 6HeOpeHUs. cucmem YnpasieHus 0e30nacHocmvio u kaiecmeom // Becmuuk coyuanvho-
OKOHOMUYECKUX UCCAe008anull. cb. Hayy. mpyoos; noo ped. M. U. 3sepsaxosa (enas. peo.) u op. (ISSN 2313-4569). —
Ooecca: Odeccruil HayUOHATLHBIL IKOHOMUYeckull yrusepcumem. — 2017. — Ne 1 (62). — C. 58-63.

58 © ALEXANDROVA K., 2017



Bicnuux coyianono-exonomiunux oocniodcens, Ne 1 (62), 2017  1SSN 2313-4569

Annomayun. B cmamve paccmompenvi u uccie008aHvl 0CHOBHbIE CUCHEMbL YINPABIEeHUS KA4eCm8oM U 6e30nACHOCIbIO
npooykyuu, o0obpernvle I 100anvHol UHUYUAMUBOU N0 6E30NACHOCTNU NUWesblX NPOOYKMos. IIpoananusuposan poiHoOK
ceeoicux  epubos cmpan 3anaouwou  Esponvt u  Yrpauwei. Ha npumepe ykpaumnckou epubHou ompaciu
NPOULTIOCMPUPOBAHO BNUAHUE NPOYeccd eBPONeLCKOU UHmMezpayuu Ha 6HeOpeHue CUCmeMm YNpagieHus Kauecmseom U
6e30nacHocmvio 8 Nuulesoll NpomvluLieHHocmu. Jlansl NpeonodceHus No NOGbIUEHUI0 KOHKYPEHMOCNOCOOHOCHU
NPOOYKMO8 RUMAHUSL OMeYeCMBEeHHbIX NPeONnPUAMULL.

Knrouegvle cnoea: KoHKypeHmMOCnoCcoOHOCMb, cucmema YHpAGIeHUs KaA4ecmeoM, 0e30nacHOCmb, aHAIU3 ONACHbIX
gaxmopos; domayuu.

JEL classification: Q100

1. Introduction

Nowadays, worldwide trends on food safety and quality are well distinguished from the side of
government, manufacturers, food vendors and consumers. Meanwhile, customers pay more
attention to product’s quality and safety characteristics while making choice of consumpion.
Year-in, year-out an increasing number of large companies gives preference to organizations that
implemented quality and safety management system. Consequently, METRO Cash & Carry Ukraine
is only Ukrainian trading company which is certified according to international food safety
standards. The company has set a goal to work only with suppliers who are certified due to one of
the standards approved by the Global Food Safety Initiative [1].

2. The main material research

Quality and safety parameters of a food product are highly observed by local government agencies

and international organizations. Their purpuse is to assure consumer’s confidence in safety and

quality of food products. One of the most distinguished organizations is the Food and Agriculture

Organization of the United Nations or the FAO. The main objectives of the organizations are:

— strengthening of the national legal framework in order to control of food quality and safety issues
and expanding the membership of countries-participants in the Code;

— providing independent scientific advices through JECFA expert bodies to support JEMRA and
standard settings of the Code;

— strengthening of food safety to prevent food chain contamination;

— development of an online platform for global networks and databases to share information for
food safety management.

Another worldwide spread program is Global Food Safety Initiative. GFSI was found in 2000 as a
non-profit international organization to develop common requirements of quality and food
safety [2]. GFSI is the result of cooperation between the leading world experts in the field of food
safety in order to provide continuous improvement in food safety management systems to ensure
confidence in the matter of delivery of safe food to consumers worldwide. GFSI is not a standard,
but only establishes the requirements for food safety standards.

Certification to a GFSI recognised scheme is achieved through a successful third party audit against
any of the schemes listed as being recognised by GFSI.

The basic idea of GFSI means “Certified once — recognized everywhere”. For this reason,
certification by one of the standards recognized by the GFSI allows a company not to be certified
by other equivalent standards.

Thereby the author selected four most popular and commonly used standards to be examined —
FSSC 22000, BRC, IFS and SQF.

Scheme FSSC 22000 (Food Safety System Certification) is a safety management system that
provides a framework for the effective food safety management and is applicable to all operators of
the food chain (the operators of the food chain are all subjects of market who’s actions may
influence safety and quality of food products. Among them are production, packaging, storage, and
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distribution to the final user). The scheme is managed by an independent FSSC 22000 fund. The
fourth variant of the scheme will be published in 2016 [3]. The scheme is based on independant
international standards specifications and demands which altogether form FSSC 22000 scheme.
They are 1ISO 22000, ISO/TS 22003, ISO 19011, and additional demands (annex 1A: FSSC 22000).

The basis of FSSC 22000 scheme is ISO 22000:2005 “Food safety management system”,
“Requirements for any organization in food chain”. 1SO 22000 standard has been specifically
designed for easy integration with 1SO 9001 “Quality management systems”, duplicating its
management system with some modifications on the safety of products especially for the
development and implementation of risk management system based on HACCP principles, which
will be examined later. The 1SO 22000 is broadly used among Ukrainian companies-participants of
the food chain. It is worthy to note, that ISO 22000 itself is not recognized recognizable by the
GFSI standard because it does not cover all the requirements for the production, control, and
implementation of safe food production, but it satisfies Ukrainian legislation requirements in
concern of safe product production.

ISO/TS 22002-1:2009 “Prerequisite programmes on food safety — Part 1: Food manufacturing”
depicts requirements for establishing, implementing and enforcing obligatory programs to be
performed by a company to control release of safe products.

ISO 19011:2011 “Guidelines for auditing management systems” provides basic requirements for
performing internal audits and managing audit teams.

Five additional requirements (Annex 1A: FSSC 22000 from 04.10.2013) include requirements for
technical specifications, supervision of staff, the specific regulatory requirements, which are
declared by non-routine inspections of certified companies (if an incident on the food safety takes
part) and managing the input information.

Let us concentrate on product safety confirmation. Sometimes an auditor will not regard provided
information that confirms safety of a finished commaodity for several reasons. During the production
activity food companies examin quality and safety characteristics of a product by verifying
temperature, water analysis, analysis for pesticides, etc. The most important is the right choice of a
laboratory. The standard regards analysis from the laboratories that satisfy demands of 1ISO 17025
“General requirements for the competence of testing and calibration laboratories”. By way of
example, Odessa Sanitary-epidemiological station laboratory is accredited by local GOSTSs, but not
accredited to 1SO 17025. In this case, Odessa SES water analysis cannot be taken into account in
the quality and safety system audit.

Furthermore let us describe a standard which is prevalent in such countries of Western Europe as
the UK, France, Portugal and Spain.

BRC Global Standards (British Retail Consortium) presents series of international standards for the
food industry, manufacturers of packaging, and consumers. BRC is based on the requirements of
the quality management system and GMP (Good Manufacturing Practice and Good Manufacturing
Practice) principles application. Likewise FSSC 22000, BRC is based on the application of risk
management based on risk analysis according to HACCP principles. In order to ensure compliance
with the standard you need to do next:

— develop and implement risk management (based on HACCP principles);
— have a documented and implemented quality management system;
— manage processing of production, correct functioning of environment and staff.

More than 18000 suppliers in more than 100 countries are certified by BRC [3].

Next coming standard is widely used in Germany and Austria. IFS (International Food Standard) is
used by companies producing and processing products and producing the original packaging as
well. The standard was developed by German and French federations of traders. Implementation of
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the standard is particularly important for those manufacturers who are focused on cooperation with
brand product vendors. Requirements of the standard are built on the principles of HACCP, GMP
(Good Manufacturing Practice), GLP (Good Laboratory Practice) and GHP (Good Hygiene
Practice) [4].

The last observed standard is SQF management system. It was developed in the United States and
was spread out there. The system comprises the principles of vendors’ network management while
manufacturing raw materials and production with distribution of food merchandise. The system
focuses on the systematic application of HACCP in order to control food quality safety hazard.
Implementation of the system is important for businesses supplying local and global food
markets [5]. Three levels of SQF certification can be distinguished. Among them:

— Basics of Food Safety.
— Certification of food safety products based on HACCP.
— Integrated quality management system and food safety.

All the above mentioned standards and schemes include the HACCP system, which is the basis for
production and management of product safety.

HACCP (Hazard analysis and critical control points) is the concept of systematic identification,
assessment and management of hazards that affect safety of products. HACCP was developed in the
United States in the year 1960 in secrecy by Pillsbury, who worked on for NASA. The goal of the
system was to ensure food security for American astronauts. HACCP Guidance document was
adopted by the Commission in the year 1993 “Codex Alimintarius” [6]. Codex Alimentarius is a set
of international food standards accepted by the International Commission of FAO/WHO.
FAO (Food and Agriculture Organization) is an International food and agriculture organization of
the United Nations under the auspices of WHO (World Health Organization) — the UN special
institution for implementation of Codex Alimintarius standards and regulations regarding food
products.

The methodology of the system is based on examining each stage in food production, identifying,
and assessing specific risks that affect safety of products. Also, it is based on implementing
effective control and monitoring of measures to control the identified risks till they abolish or
reduce to an acceptable level.

HACCP is not a system of any risks. It is a preventive system to maintain food products’ safety.
Implementation of HACCP system is important for protection of production processes from
biological, chemical, and physical hazards of pollution. This increases safety of a product and
protects a brand itself by reducing complaints and claims on the market. The HACCP system is
applicable for food manufacturers and companies, whose operating results influence food industry
and impact safety and quality of a product.

Functioning of the HACCP system simplifies implementation of recognized GFSI standards and
schemes for an enterprise because quality and safety management systems are based on HACCP
elements.

Considering Ukraine, the law ensures implementation of HACCP elements at food producing
enterprises. The law “On safety and quality of food” says “Market operators develop, implement
and use procedures based on the principles of a system of hazard analysis and critical control
points ....” [7]. However, Ukrainian enterprises implement safety management systems in practice
slowly. The reason is high costs which are required to set infrastructure of the enterprise according
to international standards and high costs for the creation and implementation of the system itself.

In general, the main aspects on food safety and quality are depicted in the following three sources:
— “On the basic principles and requirements for food safety and quality”: Law of Ukraine,
No. 771/97-VR, 23.12.1997,
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— “On amendments to certain legislative acts of Ukraine regarding food”: Law of Ukraine,
No. 1602-VII, 22.07.2014;
— “On approval of microbiological criteria for food safety indicators”: Order, No. 548, 19.07.2012.

Implementation of quality and safety management systems provides access to new markets for
domestic producers. Therefore, the producer should choose a system regarding its popularity in
countries of potential markets.

Analyzing the perspectives of food and agricultural development in Ukraine let us observe fresh
mushrooms European market as an example.

Furthermore let us consider the experience of fresh mushroom market development in the period of
Poland’s accession to the EU. This period begins with support of the Polish agricultural sector from
the side of EU. For the mushroom sector such an example is the subsidy mechanism [8].

A subsidy mechanism is clearly represented in the project “Pieczarka-Centrum” (“Mushroom
Center”) — an assosiation of eight major mushroom growing manufacturers.

In 2009 the company «Pieczarka-Centrum» obtained EU subsidies on development of
infrastructure, modernization of material, and technical basis of the factories.

The project reimbursed 75% of costs carried out by EU subsidies to be paid by the end of
construction works. Total amount of the investment project was 20 million Polish Zloty or
EUR 4.6 million. For comparison, all subsidies of Romania mushroom sector accounted for
EUR 4 million a year at the same period [9]. EU subsidies were addressed on construction of
warehouses, packaging and sorting facilities, as well as on the purchase of new equipment,
machinery, tools and harvesting equipment.

Completion of the project in 2012 resulted in creating a modern and well equipped mushroom
growing center with production capacity up to 28 thousand square meters with the possibility of a
systematic increase of production capacity. As a result the productivity rose three times from
2 to 7 thousand tons by the 2014.

This policy of subsidizing the agricultural sector resulted in a significant increase of mushroom
cultivation industry. Poland has become a leader in production of mushrooms in Europe, shifting
the Netherlands, which used to be the most advanced country in the field of agriculture which held
the leading position in the mushroom market for over 30 years.

Nowadays, Polish market comprises over 25 different kinds of fresh and preserved mushrooms
exported to most countries in Europe. Production is sold in the domestic market mainly through
supermarkets and is exported to many countries including France, Germany, Great Britain, Sweden,
Greece, Norway, and Russia until the year 2014 [10]. Russia produces mushrooms around 8 tons
and covers the local market demand only at 10% [11]. The remaining 90% of the fresh mushroom
market in Russia was mainly presented by Polish import (about 70 tons). After Russia banned
European Union merchandise import a significant surplus of Polish mushrooms was formed on the
European market. It was distributed to the markets of Bulgaria, France, Belgium, and so on.
The excess supply led to a decrease in sales price of mushrooms by 20% (from EUR 1.20 for 1 kg
to EUR 1.00 for 1 kg) [12].

Trade with the European Union will open the access for Polish mushrooms on the Ukrainian
market. Products of local manufacturers are slightly inferior to the Polish mushrooms for both
technological and financial reasons. The first reason lies in use of local raw material, which is the
second phase compost by Ukrainian enterprises. In Poland, the cultivation is performed by using the
third phase of compost that improves the quality parameters of a product and reduces the period of
growing for 25% or for 2 weeks. This factor ultimately increases turnover of currrent assets. The
second reason is the lack of industry subsidies in Ukraine and the subsidizing of the industry in
Poland in the mid-2000s, which made it possible to reduce the cost of Polish mushrooms’

62



Bicnuux coyianono-exonomiunux oocniodcens, Ne 1 (62), 2017  1SSN 2313-4569

production significantly. As a result, despite the high labor costs and energy resources, the cost of
Polish mushrooms is lower compared to the cost of Ukrainian mushroom.

As a result of this process, Ukrainian mushroom producers face the challenge of increased
competition in the local market. In this situation, the most important factor of strengthening the
competitive position is to develop the resource base and to expand markets. Further to
abovementioned launch of the third phase compost in Ukraine was planned for summer 2014.
However, due to the deteriorating economic and political situation in the country it was moved to
the end of the year 2016. While the first problem is improving significantly entering new markets
still demands certification of a product according to international standards.

3. Conclusions

European integration contributes to the implementation of quality and safety management systems
immencely through export facilitation. In the context of a prolonged economic and political crisis in
the country progressive inflation drastically reduced the attractiveness of local markets. At the same
time, the export of products becomes increasingly attractive. In order to satisfy the European market
requirements the suppliers must provide with high-quality product which is supported documentary
by international certification systems. In consequence it opens the possibility of entering new
markets and strengthens brand credibility of local consumers by increasing competitive positions of
a product.
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