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Competitive growth of layer poultry farming in Ukraine
in the context of European integration

Abstract. The problem of competitive growth of the Ukrainian layer poultry farming products is conditioned by expansion of
the European integration relations and high rates of growth of the overall production in this sector. The article is aimed at
substantiating of competitive advantages of enterprises occupied in the layer poultry farming sector and at determining the
vectors of implementation of the European Union requirements by the domestic enterprises. The authors cover organisational
and economic features of the sector, as well as the ways to unlock its potential, and perform economic assessment of the
balance of edible eggs. We have identified the need to adapt and retarget domestic enterprises at the European and international
market based on the analysis of the level of egg production and consumption per capita, as well as the saturation of the domestic
market with egg products. The authors of the article have studied the balance of eggs and egg products, the dynamics of
production and trends in export growth of eggs produced in Ukraine. On the basis of a sales pattern of edible eggs produced by
agricultural enterprises, we have identified weaknesses in the area and made proposals on how to improve statistical reporting
forms. It has been established that high European market requirements regarding the quality and conditions of poultry production
represent a challenge for the domestic layer poultry farming to develop at a new qualitative level, based on implementation of
new enhanced power-saving and environmentally safe technologies and organic production. The article describes prospects for
the use of competitive advantages of Ukrainian enterprises in order to extend the European integration of the sector.
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MigBULLLIEHHA KOHKYPEHTOCMPOMOXXHOCTI SI€YHOro NTaxisBHALTBa YKpaiHu

y CBiTJli EBPONENCcbLKOro Hanpsimy iHTerpauii

AHoTauif. [pobnema nigBULLEHHS KOHKYPEHTOCMPOMOXKHOCTI MPOAYKUii S€4YHOro nTaxiBHUUTBA YKpaiHn o6yMoBneHa
PO3LUMPEHHSIM EBPOMENCHKNX iHTErpauiiHix 3B’s3KiB i LWBUOKUMW TeMnamu 3pOCTaHHs o6CAriB BUPOOHWLTBA B ranaysi.
MeToto cTaTTi € 06rPYHTYBaHHA KOHKYPEHTHUX NepeBar NignpueEMCTB rany3i Ta BU3HAYeHHS HanpsiMiB yNpoBag)KeHHS BUMOT
€BpOCOI03y Ha BITYU3HAHMX NigNpPUEMCTBax. BuCBITNEHO opraHisauifiHo-eKOHOMIYHI OCO6NMBOCTI ranysi Ta MOXXIUBOCTI
CMNOXXMBaHHA S€Lb HA OfHY 0COO6Y, HACUYEHHS BHYTPILLHLOrO PUHKY SEYHOIO NMPOAYKLIE BCTAHOBNEHO HEOOXiAHICTb apanTauii
Ta nepeopieHTaLii BITYN3HAHMX NigANPUEMCTB Ha EBPOMENCHKNI | CBITOBUI PUHOK. [loCnigykeHo 6anaHc feup i A€4HUX NPOAYKTIB,
NPOINICTPOBaHO AUHaMIKY BUPOGHMUTBA 1 TeHAEHLT 3pOCTaHHs eKcrnopTy sieup 3 YkpaiHu. Ha ocHoBi cTpykTypu peanisadii
Xap4yoBUX SIELb CiNlbCbKOrocnogapcbkMn NignpueMcTBaMi BU3HAYeHi HeQoNikn i HagaHi Npono3uuii Woao YAOCKOHaNEHHs
hOopM CTaTUCTUYHOI 3BITHOCTI.

BcTtaHoBneHo, WO BUCOKI BMMOMM €BPOMENCHKOrO PUHKY OO SKOCTI M YMOB YTPUMaHHS Kypel CTaHyTb CTMMYNOM [Jis
HOBOIMO AIKICHOrO PIiBHSA PO3BUTKY BITYM3HAHOMO SEYHOrO MTaxiBHWULTBA Ha MiACTaBi BNPOBAa)KEHHSA HOBUX, YAOCKOHANEHUX,
eHepro3bepiratoynx Ta eKOMOriYHNX TEXHOMOriNA, OpraHiYHoro BUMPOOGHULTBA. 3anpornoHOBaHO MEPCMEKTUBN BUKOPUCTaHHS
KOHKYPEHTHNX NepeBar YKpaiHCbKNX NigNpUEMCTB i3 METOK PO3LUNPEHHS EBPOMNENCHLKOro HaNpsIMy iHTerpawii ranysi.

Knio4yoBi cnoBa: pyHOK Xap4oBUX SELb; KOHKYPEHTOCMPOMOXKHICTb; piBEHb BUPOOHWLTBA i CMOXUBAHHS; 6anaHc seub i
ANLEeNPOoRYyKTIB; CTPYKTypa peanisadii; AKiCTb; EBPOIHTErpaLis; eKkCnopT; KOHKYPEHTHI nepesaru.
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MoBbilwEeHNne KOHKYPEHTOCNOCOGHOCTN ANYHOIO NTULLEBOACTBA YKPauHbl

B CBeTe eBPOMNeiniCKoro HanpaBfieHUsi UHTerpauum

AHHOTaumsa. [pobnema MOBbIWEHNST KOHKYPEHTOCNOCOOHOCTM MPOAYKLMN ANYHOMO MTULEBOACTBA YKpauHbl obycnosneHa
pacLuMpeHnemM eBPONencKnX NHTerpaumoHHbIX CBs3el 1 6bICTPbIMU TEMNaMmn pocta 06beEMOB NPOM3BOACTBA B oTpacnu. Lensio
cTaTby ABASETCA 0OOOCHOBaAHNE KOHKYPEHTHbIX NMPEeMYLLECTB NPEQNPUATIIA OTPacnu 1 onpegeneHne HanpasneHnin BHEAPEHUS
TpeboBaHuni EBpocoto3a Ha oTeyecTBeHHbIX npeanpuaTuax. OcBeLleHbl OpraHn3auyiOHHO-39KOHOMUYeCKne OCOGEHHOCTU
oTpac/n 1 BO3MOXHOCTY peannsaumn ee noTeHumana, NpoBeaeHa 3KOHOMMNYeCcKas oLeHKa 6anaHca nueBbIx aul,. Ha ocHose
aHanmsa ypoBHS NPOV3BOACTBA 1 NOTPEBNeHNs ANl Ha AyLly HaCceneHns, HacbILLEHUS BHYTPEHHEro pbiHKa ANYHON NpogyKunen
yCTaHOBMeHa HEOOXOANMOCTb afanTaLun 1 NepeopreHTaLm OTeYeCTBEHHbIX MPeAnPUSATUI Ha EBPONENCKUIN U MUPOBOW PbIHOK.
MccnegosaH 6anaHc auuy 1 ANYHBIX NPOAYKTOB, MPOWTIOCTPUPOBaHbI ANHAMMKa NPON3BOACTBA M TEHOEHLUMN pOCTa aKcrnopTa
AN, N3 YKpavHbl.

Ha ocHOBe CTpyKTypbl peann3aumn MULLEBLIX SINL, CENbCKOXO3ANCTBEHHBIMU MPEAnpUSTUAMI ONpeneneHbl HeQOCTaTKN 1
JaHbl NPeQsIoKEHNS MO COBEPLUEHCTBOBAaHMIO (hOPM CTAaTUCTUHECKOW OTHETHOCTW. YCTAHOBNEHO, YTO BbiCOKME TpebGoBaHUS
€BPOMNEeNCcKOro pblHKa K Ka4eCTBY 1 YCIOBUSIM COAEPKaHNS Kyp CTaHyT CTUMYOM AJ151 HOBOIO Ka4e€CTBEHHOMO YPOBHS PasBuTUS
OTEYECTBEHHOIO SAMYHOrO MTMLEBOACTBA HA OCHOBAHUM BHEOPEHWUS HOBbIX, YCOBEPLLUEHCTBOBAHHBIX, HEprocteperaroLmx 1
3KONOrMYECKUX TEXHOMOIMIN, OPraHM4eckoro NMpon3BoACcTaa.

MpeonoxxeHbl BapraHTbl UCMONb30BaHNA KOHKYPEHTHbIX MPEVMYLLECTB YKPaWHCKMX MPEANPUATUA C LENbIo pacluMpeHns
€BPOMNeNCcKOro HanpaeneHns NHTerpaummn oTpacnu.

KntoueBble cnoBa: pbIHOK NULLEBBIX SWL; KOHKYPEHTOCMOCOBHOCTb; YPOBEHb MPOU3BOACTBA U NOTPebneHns; 6anaHc any 1

ANLEeNPOoAYKTOB; CTPYKTYpa peannsauunn; Ka4eCcTBO; eBPOUHTErpaLys; 3KCMopT; KOHKYPEHTHbIE NPerMyLLecTBa.

1. Introduction

Production of edible eggs is one of the strategic sectors
of the Ukrainian farming industry; its development level has a
significant impact both on the quality of nutrition of the popu-
lation, food security of the country and its ranking in the glo-
bal market. The volumes of egg production in Ukraine grow
by more than 10% every year. According to data provided by
the State Statistical Service of Ukraine, they exceeded one
million tons per year in 2011-2014. Intensification of Euro-
pean integration processes offers the Ukrainian layer poul-
try farming additional challenges consisting in an increase in
large-scale egg export to European countries.

2. Brief Literature Review

Issues of competitiveness of poultry farming products
have always been an object of thorough studies and scien-
tific investigations. In his scientific works, F. O. Yaroshenko
determined principal components of the economic mecha-
nism of the poultry farming sector in Ukraine and its com-
petitive growth in the domestic and the foreign markets [1].
0. V. Ulianchenko investigates the competitive growth of the
layer poultry farming under the conditions of the clusteriza-
tion of both the agricultural sector and the integration pro-
gress [2]. The works by V. S. Zabolotnyi and O. F. Kyryliuk
deal with analytical assessment and progress forecast for
the sector [3]. N. O Avercheva, V. O. Boiko and L. O. Boiko
suggest ways to improve economic efficiency and forecast
the production of poultry products by 2020 [4]. Other scien-
tists use practical calculations and mathematical methods of
analysis to forecast the industry development [5].

Y. B. Ishchenko emphasises competitive power of poul-
try enterprises. In particular, the author offers a multipurpose
technique for the assessment of competitive advantages of
entities by the relative consolidated competitive power index
[6], creating a ranking of Ukrainian poultry farms by net in-
come [7]. He studies up-to-date systems of poultry manage-
ment and product security monitoring systems at domestic
enterprises [8; 9].

World trends in the poultry industry have been thorough-
ly examined by A. A. Mahjoor [10], who proves that the coun-
tries, which widely use advanced achievements, are at the
forefront of development. The main factors of the industry
development are investments, technical upgrading, expan-
sion of production capacities of enterprises, qualitative im-
provement of breeding resources and improvement of the
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economic efficiency of egg production and broiler produc-
tion [11]. Foreign scholars pay great attention to the struc-
tured marketing system to provide consumers with afforda-
ble, safe and qualitative poultry products [12-13].

Publications by foreign authors draw attention to the im-
plementation of new poultry management systems in diffe-
rent countries, as well as to trends in alternative egg produc-
tion, involving free poultry management and organic pro-
duction [14]. They forecast a decreasing demand for edible
eggs due to low population growth in Europe as opposed to
the growth of egg products consumption rate on the average
from 20% to 27%. Furthermore, an increase in real earnings
in the developed countries will boost demand for food pro-
ducts. Along with this, European enterprises producing edi-
ble eggs do not pay enough attention to the promotion of
the relevant products by advertising and marketing events
[15; 16]. In his report about the competitiveness of the EU
egg industries, Peter Van Horniz (the Research Institute of
Agriculture, the Netherlands) emphasised that the EU had
decreased its share in the market of edible eggs from 70%
to 64% within a decade, while Ukraine had been increasing
the volumes of production by more than 7% per year. More-
over, the cost of production in Ukraine is about 79% of the
EU level. However, the production expenses will increase by
more than 15% as a result of the adoption of legislation in
the area of environmental protection, poultry management
and food safety, high transport and import rates, which will
adversely affect the competitiveness of edible eggs. Back in
2000, the Ukrainian egg industry was ranked the 8th in Euro-
pe with its volume of production being less than a quarter
of that of Russia’s production. After 2010, Ukraine has been
able to hold a strong position as the second producer in the
region with the equivalent of almost 50% of the Russian pro-
duction rate [17].

The present research is particularly relevant due to the
need to determine the current economic problems impeding
the process of European integration of the layer poultry sector
and to find ways to improve the competitive power of Ukrai-
nian poultry farms.

3. The purpose of the article is to substantiate competi-
tive advantages of enterprises operating in the sector, to per-
form an economic evaluation of the balance of edible eggs
and to determine the problems relating to domestic enterpri-
ses’ compliance with requirements of the European Union.



4. Results

Layer poultry farming is one of
the Ukrainian agricultural sectors
which is able to ensure expanded
production due to implementing
up-to-date technologies and sup-
plying competitive products to the
global market. Competitive advan-
tages of the industry, as compared
to other livestock farming sectors,
are based on the following charac-
teristics:
¢ edible eggs are a unique protein product essential for the

food ration of people all over the world, thus the sector is
oriented at the world market;

* edible eggs is a finished product for final consumption, not
requiring additional processing and may be sold directly by
a trading network due to which a manufacturer directly ob-
tains the final profit;

¢ the relevant production is isolated from environmental inf-
luence to the maximum extent, it is highly concentrated and
located in large complexes ensuring maximum satisfaction
of the physiological requirements of poultry, which allows
achievement of the highest production rates;

¢ the optimal structure of technological process ensures con-
tinuous and regular supply of egg products to the market,
which guarantees stable money income of enterprises and
strong trade relationships with business partners;

e the sector is adaptable to innovations: implementation of
up-to-date energy and resource saving technologies, highly
mechanised and automated lines for feeding, veterinary at-
tendance, control over technological parameters, cleaning
of poultry houses, grading and packing of eggs have a di-
rect impact on the production od edible eggs, their cost and
competitive power in the world market;

e qualitative characteristics of the products may be signifi-
cantly enhanced due to adding certain useful ingredients
to the poultry feeding diet, in particular vitamins, selenium
and iodine;

® egg processing allows prolonged storage and comfortable
transportation of eggs and solves the problem of overpro-
duction in the country.

Scientists and nutrition specialists have established that
a reasonable consumption rate for eggs made 290 pieces
per capita annually. Ukraine reached the level in 2010. In
2016, the level of egg consumption in Ukraine was 267 pie-
ces per capita, which is by 1.8% less as compared to the
year 1990 and by 7.9% less than the index in 2010. The in-
dustry potential is much higher - the leading poultry produ-
cers are capable of further increasing the volumes of edib-
le egg production and entering new product markets. Ac-
cording to data provided by the State Statistics Service of
Ukraine, the egg production in 2016 made 354 pieces per
capita. As compared to the figures of the year 1990, the le-
vel of production increased by 12.7%; however, it has de-
creased by 4.8% since 2010.

The market of edible eggs in Ukraine is characterised by
permanent growth of consumption level with its peak level
in the 2012-2014 period when the average consumption per
capita made from 307 to 310 eggs (Table 1).

During the whole period under study, the ratio between
egg production and consumption per capita is more than 1
and reaches 1.47 in the 2013-2015 period, i.e. domestic pro-
duction exceeds domestic consumption by
47%, which is an additional evidence of the
need for egg production enterprises to enter
foreign markets. Such enterprises may con-
sider the saturation of the domestic market
to be an additional challenge to adapt and
reorient to the world market.

Foreign analysts of the market of edi-
ble eggs state that price is an important
factor influencing the demand in Ukraine,
since its per capita income is rather low
if compared to per capita income in the
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Tab. 1: Level of egg production and consumption in Ukraine

(per capita per annum, pcs.)

Source: Calculated by the authors based on [18]

European Union member states. In Ukraine, private house-
holds spend more than 50% of their total income to pur-
chase food products. Thus, the egg consumption decreased
from 310 to 267 pieces in 2015-2016 [15].

According to information provided by the Ukrainian Agra-
rian Confederation (UAC), the export of edible eggs reached
the highest level in 2014, and the largest share in the growth
in export volumes among all livestock products belonged to
edible eggs. A research on the balance of edible eggs shows
that there has been a sharp increase in the export in recent
years, its share in the volumes of production has risen to 13%.
Over the period from 2000 to 2007, the export was very insig-
nificant. In 2013-2016, it exceeded 100,000 tons. In 2016, the
export volume made 112,000 tons, which was almost by 50%
more than the figures of the year 2010 (Table 2).

Leading enterprises have considerably expanded the ex-
ternal product markets and processing facilities. In particu-
lar, AVANGARDCO IPL, the largest egg producer in Ukraine,
has set a goal to become the world leader at the expense
of putting large specialised poultry farms into operation,
with regard to the new poultry complexes in Kherson and
Khmelnytskyi regions with their total production capacity of
3.5 billion eggs and 11.2 million laying hens and the volumes
of egg processing equal to 6 million pieces per day. This is a
hundred times more than the average size of similar poultry
farms in Germany, for example [19].

AVANGARDCO IPL is one of the leading agro-industrial
companies in Ukraine specialising in producing eggs and
dried egg products. It is the top producer of eggs and dried
egg products in Ukraine and Europe and has had its 31%
share in production of commercial eggs and a share of 64%
in dried egg products in Ukraine in the first half of 2017. The
total production capacity is 8.6 billion eggs and 30.1 million
hens. It is one of the leading exporters of eggs and dried egg
products with its share of 39% in exporting eggs and egg
products in the first half of 2017. Its export share of eggs is
14%, and the export share of dried egg products is 86%. The
sales volume to the EU countries is 40%, while the Near East
and North Africa (MENA) account for 47.8%, the Far East -
10%, Africa to the south of the Sahara - 0.2% and CIS - 2%.

By the financial results for nine months in 2017, the
company’s profit has decreased from USD 64.777 mil-
lion to USD 54.706 million. The company’s accounting pro-
fit has increased from USD 2.676 million to USD 12.073 mil-
lion, whereas the operating profit fell from USD 20.973 mil-
lion to USD 17.807 million, with its EBITDA decreasing from
USD 12.608 million to USD 8.984 million.

The enterprise has high product quality and bio-protec-
tion standards. The quality management system Avangardco
is certified according to ISO 9001: 2015. The main production
capacities are certified according to ISO 22000: 2005 to en-
sure food safety. During the past several years, the company

Tab. 2: Balance of eggs in Ukraine (including egg products), thousand tons

Source: Calculated by the authors with an average weight of one egg of 57.75 taken
for calculation, based on [18]
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has invested considerable capital to expand its production ca-
pacities, which will allow it to meet the growing world demand
for eggs and dried egg products [20].

The group of companies known as Ovostar Union N.V.
(WSE: OVO) owns the most famous egg brand in Ukraine,
which is Yasensvit™ and the brand of the first egg products in
Ukraine, which is Ovostar™. It is also the largest producer of
liquid egg products for the Ukrainian food industry. The group
has developed a vertically integrated business model that al-
lows offering a diverse product portfolio, maintaining compe-
titive advantages due to the rigorous control over the produc-
tion costs and product quality at each stage of the produc-
tion process.

According to the financial results for nine months in
2017, the company’s profits have increased by 12% as
compared to the same period in (from USD 53.7 million to
USD 60.2 million). The gross profit made USD 15.2 million
corresponding to 25% of the gross margin. In 2016, it was
USD 16.3 million, which accounts for 30%. The export sales
made USD 27.7 million, which is by 42% more. The share
of export sales was 46% of the total profit for the accoun-
ting period.

The operating profit decreased by 19%, (from USD 12.4 mil-
lion to USD 10.1 million), EBITDA made USD 12.2 million with
its 20% profitability. In 2016, it was USD 14.2 million, which
accounts for 26%. For the accounting period, the cash flow
from the operating activities was USD 11.8 million. The net
profit for the period made USD 8.0 million.

Despite the difficult market conditions for the egg indus-
try, the group has ensured an increase in export sales along
with positive price dynamics and stable results of the year
2017 [21].

A considerable part of poultry farming products is con-
sumed by the domestic market, i.e. 659 out of 862 thou-
sand tons, which is 76.4%. Ukraine has significant poten-
tial and can export 1.5 billion pieces of eggs and egg pro-
ducts without a detrimental impact on the domestic mar-
ket (Figure 1).

In general, Ukraine is a country with developed poultry
farming and export vector. With its competitive price, high
quality domestic egg production and rising demand in Af-
rica and the Middle East, Ukraine continues to maintain a
leading position in the egg export. Today, Ukraine is expor-
ting eggs to 22 countries. According to the data provided
by scientists from the Institute of Agrarian Economics, the
United Arab Emirates has been the biggest importer of the
domestic eggs for several years. For five years, the UAE has
increased the import volumes almost twentyfold. In 2016,
the country bought 20.9 thou-
sand tons of eggs from Ukraine.
It is forecasted that the export
volume of eggs to UAE may
reach its record level in 2017.
So far, Ukraine has exported
more than 34 thousand tons of
eggs to the UAE since the be-
ginning of the year. The share
of the UAE in the total export
volume of eggs in January-Oc-
tober 2017 made 47.6%. Iraq
(18%), Qatar (8%), Liberia (4.9%) and Sierra-Leone (4.9%)
are also among the biggest importers of the Ukrainian eggs.
However, the world prices for eggs fell last year. The ave-
rage price for the export of edible eggs from Ukraine in Ja-
nuary-October 2017 was USD 721 per ton. Therefore, con-
sidering the fact that the prices in the domestic market ex-
ceed those of the world market, it is more profitable for the
domestic egg producers to sell their products in their own
country [22].

Thus, Ukraine has a potential to increase exports, for it is
one of the leading producers of grain crops and sunflowers
which, in turn, are key components of compound feed for
laying hens. Therefore, the relatively low production cost of
eggs gives Ukrainian producers a significant competitive ad-
vantage in the global and European markets.
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Fig. 1: Dynamics of egg production and export in Ukraine,
thousand tons
Source: [18]

As supply in the Ukrainian market exceeds demand, while
reserves to increase the domestic demand are unavailable,
market analysts and leading industry experts forecasted col-
lapse in prices for edible eggs and, correspondingly, a de-
crease in the production profitability as a result of overproduc-
tion [6], which happened in 2016.

Our studies of the pattern of edible eggs sale by the
Ukrainian agricultural enterprises over the period from 2013
to 2015 evidence that other economic entities have the
highest ratio (from 82% to 93%). At that, only 2.4-3.5% of
products are sold to processing enterprises. Sales on the
market and through own trading networks demonstrated a
significant decrease, i.e. from 15.1% in 2013 t0 4.8% in 2015.
In 2016-2017, the existing statistical report forms were sim-
plified: they did not reflect the marketing channels, conside-
ring only the structure by regions, monthly prices and cate-
gories of enterprises.

In our opinion, the of statistical report forms used to pre-
pare the statistical bulletin «<Product Sales by Agricultural En-
terprises» should be made more specific. In particular the
forms should:

e contain the volumes of domestic egg processing by poultry
farming enterprises, agricultural holdings and their integra-
tion associations;

e display export sales volumes for other economic entities;

¢ should have a paragraph to indicate direct sales to com-
mercial enterprises and wholesale intermediary agents.

The sales volumes of eggs by agricultural enterprises in
2016 made only 62.8% of 2013 (Table 3).

Tab. 3: Sale of eggs by agricultural enterprises of Ukraine

Source: Calculated by the authors based on [24]

The main reason for a reduction in the sales volumes of
the product is a decline in the profitability level in 2016. Ac-
cording to O. Yaroslavskyi, an expert of the Public Council
of the Ministry of Agrarian Policy and Food of Ukraine, the
decline in the profitability is caused by a reduction in prices
and a 23% increase in expenditures by in the poultry indus-
try caused the reduction in the price by 9%, which led to a
reduction in the profitability level from 60.9% to 0.6% [23].

The experts forecast that the level of egg consump-
tion all over the world will constantly grow. As for the Euro-
pean integration prospects of the producers of edible eggs,
Ukraine can supply at least 1 billion of eggs amounting
to over USD 133 million to the EU annually, as the mar-
ket participants state. Furthermore, Ukraine could supply
to the European market about 14-15 thousand tons of egg



products amounting to USD 90 mil-

lion USD in the short term. Thus,

the cumulative export potential of

Ukraine regarding the supply of eggs

and egg products to the EU may

constitute over USD 223 million. The
free-trade agreement supposes that

Ukraine will be able to supply up to

3 thousand tons of eggs and egg

products to the EU annually. Taking

into account the current prices, we
can talk about duty-free import of
eggs and egg products amounting to

15-20 million USD [25].

State Service of Ukraine on Food
Safety and Consumers Protection (SSUFSCP)introduced a list
of questions for enterprises dealing with egg production to
check their compliance in terms of veterinary and sanitary re-
quirements with regard to exports to the EU countries; the list
consists of 15 chapters with the requirements beginning with
documentation and process requirements and ending with
eggs storage, packaging and marking. The questions are very
detailed and serve enterprises as an information basis for the
European standards implementation in production [26].

A generalised list of tariff quotas is given in Association
Agreement, Supplement to Annex I-A [27], in particular it con-
tains the following information about egg products (Table 4).
The text of the Supplement is published on the site of the
Cabinet of Ministers of Ukraine.

If the egg exports exceed the quota, the import duty rate
is set at EUR 30.4 for every 100 kg of net weight. Under such
duties, supply of Ukrainian products is unprofitable, in the
opinion of the Union of Poultry Breeders of Ukraine.

The EU sets clear requirements for quality and class of eggs.
According to the Regulation (EC) No. 589/2008, A-class eggs
are the eggs having the qualitative characteristics as follows:

e the shells and the put amen should be of normal shape,

clean and undamaged;

¢ the air cell: height should not exceed 6 mm, should be fixed;
however, for eggs that are sold as «extra class», it may not
exceed 4 mm;

® egg yolk: visible as a shadow only when candling, without

clearly noticeable outline, slightly moving when turning the

egg and returns to the central position;

egg white: pure, transparent;

egg embryo: no signs of development;

sided substance: not permitted;

foreign smell: not allowed [28].

Another requirement of the EU is related to egg label-
ling. For eggs to be exported to the EU member states, eggs
should have a clear labelling of the country of origin in accor-
dance with ISO 3166.

A - class eggs are marked by correct size. The weight mar-
king is to be marked with the specified letters or definitions,
or a combination thereof. In addition, a weight range may
be specified.

XL - very large: weight > 73 g

L -large: weight >63 gand <73 g

M - medium: weight > 53 g and <63 g

S - small: weight <53 g

The manufacturer’s code should be easy to recognise,
the height should be not less than 2 mm. in the case of ex-
port (para. 1 of art. 4/p1. Part A, lll Annex XIV of EU Regu-
lation 1234/2007, paragraph 2 of article 30 of the EU Regu-
lation 577/2008).

B-class eggs are all the eggs that do not meet the quality
characteristics of the A-class eggs. In turn, the B-class eggs are
labelled so that they are easily distinguished from the A-class
eggs, with a manufacturer’s code and/or with other reference
and meets the following criteria: the B letter in a circle with a
diameter of at least 12 mm, height of at least 5 mm or a spot of
colour which is clearly visible with a diameter of at least 5 mm.

However, requirements to poultry management are the
biggest obstacle for the domestic producers of eggs to ad-
vance to the markets of the European Union. According to

Source: [27]
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Tab. 4: Indicative complex of tariff quotas for import to the European Union

Directives No. 2002/4/ECC, a mandatory labelling of eggs
specifying the country code and the production method is
adopted:

0 - organic;

1 - free-range;

2 - alternative management;

3 - cage management.

In Europe, starting from 1 January 2012, egg production
is allowed only in improved cages and in the systems using
free-range (poultry run) and organic production. Since Ukraine
is moving towards European integration, the country needs
to upgrade most poultry farms according to the requirements
and standards of the EU. The farms with outdated technolo-
gies of poultry management will not be able to obtain a license
for their production [26].

In our opinion, these high requirements of the European
market will be an impetus for a new level of qualitative deve-
lopment of domestic layer poultry farming.

Firstly, the facilities should be transferred gradually to the
new free-range or confined conditions for laying hens by using
improved cage systems.

Secondly, organic egg production, which is in high de-
mand in the European market, should be increased.

Thirdly, new energy-saving and environmental technolo-
gies, which provide a higher level of competitiveness of pro-
ducts, should be introduced.

The advantages obtained by the producers subject to the
requirements of the European market of edible eggs are seen
as follows:

e growth in exports of eggs under the conditions of overpro-
duction and increasing currency earnings;

¢ extension of partnerships and the number of consumers of
edible eggs under the conditions of reducing trade relations
with some CIS countries;

e increase in exports of edible eggs with high standards of
quality and safety;

* strengthening of sanitary and phytosanitary measures at
farms;

e attraction of investments and implementation innovative
technologies in the industry based on cooperation with the
European partners;

¢ introduction of environmentally friendly system of produc-
tion in compliance the European requirements;

e strengthening of the country’s position in the world market;

¢ increasing capacities of egg processing;

¢ creation of a logistics system according to modern require-
ments.

In addition, Ukraine has a number of competitive advan-
tages over other countries which should be considered when
developing a strategy for the poultry industry in terms of Euro-
pean integration. This should provide:

¢ |lower production costs;

¢ development of fodder production in Ukraine; reorientation
of the export flows of grain to the domestic market, which
will provide lower prices for mixed feed for poultry and in-
crease competitiveness of the relevant products;

¢ low pesticide use in growing crops, which will promote or-
ganic trends in layer poultry farming;

e deepening specialisation of poultry farms with regard to
their location, available material and technical basis with
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a possibility of rapid technological upgrading according
to the European requirements, availability of labour and
skilled personnel.
5. Conclusions
When studying trends, which are observed in the market
of edible eggs, the following recent changes should be noted.
Ukraine’s egg production has been increasing annually, for
example by 14.8% in the 2010-2014 period. Domestic con-
sumption corresponds to the well-grounded standards and
product exports are increasing (from 75 to 126 thousand tons).
The relevant product has a high level of competitiveness in
price and quality, gaining access to markets of Africa and the

Middle East. Imports of edible eggs have been significantly
decreasing; mainly hatching eggs are imported from abroad.

An increase in the exports of edible eggs to the European
market is possible due to the improvement poultry manage-
ment systems, implementation of quality and safety control
systems at farms, expansion of the range of organic products
and enhanced egg processing.

To increase the competitiveness of Ukrainian poultry
farms in order to ensure the European integration, we pro-
pose to use the competitive advantages based on the high
potential of the country in terms of natural, labour and feed
resources.
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