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THE DEVELOPMENT OF THE BAKING INDUSTRY IN UKRAINE

The article describes the socio-economic role of the baking industry in society. Identified existing problems and
scheduled areas to address them. Research has shown that reducing the production of bakery products industrial en-
terprises is growing faster than population reduction. Thus, there is a consumption of bread and bakery products more
rational norms at the expense of bread, baked mini-bakeries, supermarkets and hypermarkets, bakeries and their own
households. Stability of prices on the Ukrainian market of bakery products is supported by providing bakeries flour from
the Agrarian Fund. In the search for alternative sources of income of the enterprise begin to produce frozen bread and
frozen ready meal. Their market segment is growing rapidly and compensate for lack of bread produced bakery. About
half of the bread market take 6-7 large producers who concentrate their power in some regions.
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Statement of the problem and its connection with
important scientific and practical tasks. The baking in-
dustry has an important social and strategic role in society.
It is to ensure the production of bread and bakery products
according to quality standards and at an affordable price in
the volumes necessary to meet the needs of the population.
The share of the baking industry in total food is 8.4%, and
the share of bread products in the diet of the population is
15% [1].

Recently, the baking industry is characterized by a de-
cline in production. The main problems that hinder its de-
velopment is to reduce the population, and therefore the of
consumption of bread. Substantially the production of bakery
industry is affected by the increase in the number of private
mini-bakeries, bakeries, small enterprises, natural persons-
entrepreneurs and the production the bakery products. In ad-
dition, the production of bread products of large enterprises
also depends on the emergence of semi-finished products,
frozen products, which can be prepared at home without the
use of powerful equipment.

Analysis of recent publications on the issue. The prob-
lems of the baking industry devoted to the works 1.O. Blanc,
A.A. Peresada, P.S. Rogozhin, A. Vasil’chenko, E.V. Erma-
kova, O. Opra and others. Noting the obvious value and im-
portance of the conducted research, it is necessary to point
out that most scholars and practitioners characterize modern
baking industry in Ukraine as one that is going through dif-
ficult times. However, a wide range of their proposals is not
yet ensured the stability of the baking enterprises of Ukraine,
and therefore the study of problems in this sphere, as well as
determining the priority directions of increase of efficiency
of their activity is particularly relevant on the present stage.

The formulation of the objectives of the study. The
aim of the article is the analysis of the current state of the

baking industry of Ukraine and the identification of problems
of their development with the provision of proposals for fun-
damental solutions.

The presentation of the main results and their justi-
fication. In the last two decades there has been a significant
decline in the industrial production of bread products, and
the trend to meet the needs of the population in social sorts of
bread started in the 90-ies increases. Reduction of industrial
bread production well ahead of population decline Ukraine.
Since 1990 the population of Ukraine decreased by 6.5 mil-
lion people, or 12.5 percent. At the same time the produc-
tion of bread Ukrainian bakeries decreased by 77.5% and the
availability of bread products, made bakeries —up to 33%. Un-
stable activity of the baking industry caused by the influence
of various factors. Including population decline, the decline
in the production of bread and large bakeries and increase the
production of the mini-bakeries, bakeries, supermarkets and
hypermarkets. In view of the above situation regarding the
reduction of production volumes baking industry there was a
need to analyze the rate of growth of population and produc-
tion volumes of bread and bakery products (table. 1).

From the table it is seen that the rate of change of
production volumes of bread and bakery products are not
the same. For the period from 1990 to 2013, the population
decreased from 51.94 to 45.43 million people (12.5%). While
the production of bread, bakery decreased by 4.4 times. It
becomes clear that the change in population is not the main
factor, which determines the volume of grain production in
Ukraine.

According to the Association
Germany and France bake 57 pounds of grain a year,
Belgium and the Netherlands — 58-60 pounds, Belarus — 61
kg, Russia — 50 pounds, Ukraine — 33 pounds per year [6].

«Ukrhlebprom»in

And the price of bread in Ukraine is the lowest.
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Table 1. Indicators of the development of the baking industry of Ukraine

Year
Indicator

1990 1995 2000 2005 2010 2011 2012 2013
Population, people 51,94 51,30 48,92 46,93 45,78 45,63 45,55 4543
The rate of consumption of bread, kg/year 101 101 101 101 101 101 101 101
The need for bread and bakery products, 5246.4 | 5181.0 | 49412 | 4739.9 | 4623.6 | 4609.0 | 46009 | 4588.1
thousand tons
The production of bread, bakery, 6701 | 41144 | 2464 | 22637 | 1807.7 | 1763.5 | 16793 1511
thousand tons
% of needs 12773 | 79.41 4987 | 4776 | 39.10 | 3826 | 36.50 32.93
Production of 1 person per year 129.0 80.21 50.,36 48.24 39.49 38.64 36.86 33.26
3;)11112 production of bread «in the shadows”. - 1066.6 | 24772 | 24762 | 28159 | 28455 | 29216 | 3077.1

Source: calculated according to [2, 3, 4, 5]

Comparing the price of bread in Ukraine and abroad,
we can say that the price of Ukrainian bread 2-3 times lower
than the nearest neighbors. Furthermore, the structure of the
European market is not large bakeries, that baking bread for
the whole city, only mini-bakery, located in each district or
even the streets.

The European vector of development can be traced in
the Ukrainian bakery. About 33% of the demand for bread
and bakery products shall be satisfied with bread-baking,
and the remaining 67% of small businesses, mini-bakeries,
supermarkets and hypermarkets, by households. For they
do not keep records, so to say exactly how much bread they
produce — is impossible.

In fact, the situation for Ukrainian consumers of bread
products is not as threatening as it is described. According
to the state statistics service [12], in 2013 in Ukraine bread
consumed more than enough: 108 kg averaged over 1 person
per year, including small towns — 110.4 kg, large cities
93.6 kg in rural areas — 122.4 kg. In 2012 was even more:
small town — 111.6 kg, large cities — 93.6 kg in rural areas —
128.4 kg, in average 109.2 kg/year.

Analysts say the expansion of consumer requests. It
is believed that the demand for traditional breads annually
reduced by about 10% due to the emergence of new varieties
of rolls and different European varieties. In general, the
Ukrainian market offers over 1000 items of bread and
bakery products. For production use different flavorings,
fillers. Despite all this, the preferences of Ukrainians rather
conservative. The largest share in the market is wheat bread —
50%, rye — 30% bakery products — 15% and 5% — flour
bakery, bagels, toast, crackers, cookies, pies and more [13].

The most susceptible to changes in prices for bread
and bakery products of socially unprotected layers of the
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population. For example, 22.7% of Ukraine’s population
(according to statistics) live in poverty (income below the
subsistence minimum), 65.3 % have an income of up to 2000
UAH per month [14, p. 254]. It is on these groups should pay
attention to producers social breads. 65.3% of the potential
market for this bread. If we consider that this bread is only
33%, then should oblige private bakeries to produce a certain
part of the bread simple recipe from the total volume. Or
limit their market share to 35% in order to restore position
bakeries may fix this law.

Despite the difficult situation incomes grow. But the
increase of the solvency of the population redistributes tastes
towards more expensive varieties of bread and a reduction in
the consumption of bread in connection with the emergence
of the trend of healthy lifestyle and healthy nutrition.

The baking industry is socially important, therefore,
subject to state regulation. The regulation applies only to
pricing, namely the definition of the marginal rate of return
on the massive social kinds of bread made of flour first and
second grade. However, the effectiveness of state regulation
of the baking industry is very hard to evaluate. The state can
not control the business bakery. In addition, controlling the
price of flour are outside the influence of the price of other
resources. Therefore, the full state is unable to regulate the
production and market of bread and bakery products.

Today the bakery sector needs real support, directly
or indirectly, through targeted assistance to vulnerable
populations. While the state should stop price regulation
in the market of bread. Obviously, in this case the price of
bread will not rise rapidly due to heavy competition. And the
company’s will be able to make profits. Inefficient state price
regulation of the industry only pushes manufacturers in the
shade. The state regulation of prices on almost all types of
resources makes baking low-profit business.
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Fig. 1 Price of bread in different countries [7, 8, 9, 10, 11]

According to the Ukrainian Association of bakers today,
the profitability of bakeries minimum of 0.5-3%. Many
large enterprises and associations, working legally on the
brink of survival. Return «illegal»is much higher due to tax
evasion and the lack of any obligations with the production
of «socialybread varieties, as well as control their products.

The decrease profitability of the bakery enterprises
stimulated the search for alternative sources of income.
Strict regulation of the pricing policy for social kinds of
bread became key to the development of the market of
frozen bakery products. On the background of the decline
in production of bread and bakery products high growth rate
was shown by a segment of frozen semi-finished products
(Fig. 2).

Particularly dynamic market of frozen semi-finished
products increased in 2012-2013, when the average annual
growth rate of 70%. In small amounts on the market of frozen
semi-finished products presents foreign products. This is
due to the increase in its domestic manufacturing of market
domestic operators.

Thanks to new technologies of freezing dough 15%
non industrial bread baked in supermarkets directly. Such
technologies have recently become very common and almost
every manufacturer of classic bread is being tested in this
segment, diversifying production [16]. Such production and
sale has pros and cons for buyers and sellers. For sellers — the
opportunity to bake so much bread in the range, on which
there is a demand for buyers — always buy fresh bread.

In Ukraine, the bread market presents domestic products
at 97-98%. Imported bread products in Ukraine are 2-3%.
Basically it is a semi-frozen bread. Until recently, it imported
only from Lithuania (TM Mantinga), Denmark (TM Danish
Bakery), France (TM Pain Delice), Turkey (TM Dardanel
Hazir Gida San), Hungary, Russia, Poland and Germany.
Now frozen bread already produce several domestic firms.
The prospects of this direction is obvious, since in the EU
implementation of frozen bread already caught up with the
implementation of traditional [17].

The segment of frozen bakery seriously competes with
baking enterprises and seriously comes at him. The biggest
demand for frozen bakery semi-finished products in the major
cities. Basic sales accounted for the segment of supermarkets
and bakeries and pastry shops. These customers buy frozen
dough is ready, bring to baked and sales in retail.

The biggest share of the market of frozen products in
2013 (65%) consisted of bread rolls, pizza bases and other
products. Domestic operators is small, but most of them are:
JSC «Concern Hlibprom», LLC «Forneti Ukraine», Company
«Colossus LTD», LLC «Ukrainian-German industrial and
commercial association «Miracle oven», LLC «Musketeer»,
Company «Levada», PJSC «Hercules».

Bread and bakery products and pricing is highly
dependent on the market situation flour. The largest share in
the Ukrainian milling industry has wheat flour (90.5%), the
share of rye — 9%, other varieties of flour in the total amount
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Fig. 2. The dynamics of the capacity of the market of frozen semi-finished products in Ukraine for 2009-2013,
in real terms, thousand tons [15, p.15]

to only 0.5%, so essentially the market can’t influence.
Ukraine also imports flour from durum wheat for pasta
production. Significant price movements in the flour on the
market in recent times has not occurred (Fig. 3). There is
a slight increase in prices in the spring and after the post-
harvest.

State support for the baking industry is done by
implementing the Agrarian Fund flour bakery with state
food reserve. But it is necessary to build illusions about such
support, as the price of flour from the Agrarian Fund higher
market. Therefore, at the time and the market will begin to
raise rates aligning themselves with the state. Implementation
flour of Agrarian Fund is carried out at constant 2012 prices:
top grade — 2896 UAH/t, I grade — 2711 UAH/, 11 grade —
2381 UAH/, rye — 2279 UAH/t [19]. If we compare the
data with date on figure, it is obvious that such rates exceed
market prices, and therefore cast doubt on the existence of
state support.

Overall industrial flour consumption is 91.6%, the
consumption of the population — 8.4%. Consumption in other
areas characterized by variations due to the production of
other types of flour. Based on the price of flour (1 kg bread —
0.8 kg flour) is the price of bread and bakery products. And
its relative stability due to the provision of bakeries flour
from the Agrarian Fund.

The index of consumer prices for bread in Ukraine form
mostly mini-bakeries and small enterprises whose products
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are not subject to state regulation and are in the higher price
segment than factory.

The results of operation of enterprises in the industry
outline the general situation at the market of bread and
bakery products. So the specifics of the industry is short-term
sales, which affects the number of producers and their market
share. Overall, about half of the bread market Ukraine take
6-7 large producers who concentrate their power in some
regions. Nails of them «Kulinichy», «Khlibni investitsii»,
«Zolotoy yrozhay», «Kyivkhliby, «Khlibprom», «Formula
smaku»(Fig. 5). In addition to the market comprises a large
number of small enterprises, and hence, competition in the
regional markets is quite high.

In addition, the market of bread and bakery products
largely depends on the market situation flour and fluctuations
in the grain market, which is sensitive to seasonal factors and
government regulations.

Today in Ukraine there are more than 1200 bakeries
various capacities. They produced 13.5 thousand tons of
bread and bakery products per day. However, the capacity
of most of them used less than half. Due to the short
implementation period bread products, inability to transport
over long distances and because of rising transport costs, and
therefore high cost — bakeries are trying to sell products in
their region.

Conclusions and prospects for further research.
Despite some problems in the activities of the bakeries, the
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Fig. 3 Dynamics of prices for flour

Source: constructed according to [18]

relevance of the production of such an important product as
bread is not reduced. The development trends of the industry
are forcing manufacturers to rethink their approaches to the
efficient use of production resources, the formation range
of products in accordance with customer requirements,
cooperation with reliable suppliers to ensure production
of quality raw materials. Another important issue is the

settlement of the interests of enterprises baking industry and
the state. For a long time the industry was and currently is on
administrative regulation, which led to the fact that the bread
was not subject to market. State regulation should be aimed
not only at the level restriction of prices for bread and bakery
products, and on increase the solvency of the population of

Ukraine.
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PO3BUTOK X/IIBOIIEKAPCbKOI IPOMHCJ/IOBOCTI B YKPAIHI

B cTaTTi po3rAHYTO coLiaNbHO-EKOHOMIYHY PO/b XNi6oneKapcbKoi MPOMMUC/IOBOCTI B KUTTI CycninbCcTBa. BuasneHo
HasABHi NpobaemMun Ta HaMiYeHO HanpPsMK iX BUPiLLeHHS. JocniaKeHHAMN BCTAHOB/IEHO, WO CKOPOYEHHA BUPOOHNLTBA
xnibonpoayKLii NPOMUCIOBUMM NiIANPUEMCTBAMM 3POCTAE BUNEPEAKAOUYMMMU TEMMAMU, MOPIBHAHO 3i CKOPOUYEHHAM
HaceneHHs. Mpu LbOMyY CNOCTEPIraETbCA CNOXMBAHHA X/iba i xNi60byno4HUX BMPOOIB NOHag, paLioHanbHi HOpMK 3a
paxyHOK x/iba, BUNne4yeHoro MiHi-nekapHAmMM, cynep— i rinepmapketamu, 6y104HMMM Ta BNAaCHE JOMOrOCnofapCTBamMm.
CTabiNbHICTb LiH Ha YKpaiHCbKOMY PUHKY XnibonpoayKLii niaTpuMyeTbes 3aBasaKku 3abesneyeHHto xni63asoais 6opoLu-
HOMm 3 ArpapHoro ¢oHZAy. B noLwwyKy anbTePHATUBHUX AKepen Aoxoay NigNpUEMCTBA MOYMHAOTb BUPOBASTM 3amMopo-
YeHWIA xib | 3aMopoKeHi HanispabpumKaTy. IX CErMeHT Ha PUHKY CTPIMKO POCTe i KOMMNEeHCYe HeAoCTaTHICTb XNiba, BU-
pobneHoro xni6saBogamu. ANM3bKO NONOBMHU PUHKY XN1i6a 3aiMatoTb 6-7 BENIMKMX BUPODOHWMKIB, AKi 30CcepeKyoTb CBOT
NOTYXHOCTi B OKPEMMX PEerioHax.

Kntouosi cnosa: xnibonekapcbka NPOMMUCAOBICTb, MiHi-NeKapHi, BUPOOHULITBO, 3aMOPOXKEHUNI XA1ib, pUHOK XNiba,
CMOXKMBAHHA.
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PA3BUTHE XJIEBONIEKAPHOM IMMPOMBIIIJIEHHOCTHU B YKPAUHE

B cTaTbe paccmaTpmMBaeTCa CoLMaibHO-9KOHOMMYECKAn POsib X1eboneKkapHo NPOMbILLIEHHOCTU B KU3HU 0bLue-
CTBa. BbifABNEHbI MMetoLwmeca Npobaembl U HAMeYeHbl HanpaBAeHUA X pelleHns. MccnefoBaHMAMM YCTaHOBIEHO, YTO
COKpaluieHne npons3Boacrtea X/'IE6OI'IpO,£I,yKLI,VIVI NPOMBIW/IEHHBIMU NPEeANPUATUAMU PACTET Oonepexakrnwnmm Temnamm
Mo CPaBHEHUIO C COKpaLLeHMeM HaceneHusa. MNpun sTom Habatogaetca notpebneHune xneba n xnebobynoyHbIX U3genni
60ee paumoHabHbIX HOPM 3a cyeT x/1e6a, BbINeYeHHOro MUHU-NEKAPHAMM, Cynep— 1 runepmapKeTamm, 6yn04HbIMM 1
cobcTBeHHO Aomoxo3ancTBamu. CTabMNbHOCTb LEH Ha YKPAUHCKOM pblHKe x/iebonpoayKumm noaaepmsaerca 6aaro-
AapAa obecneyeHunto x1eb03aBoA0B MyKOM M3 ArpapHoro ¢oHAa. B nomcke ansTepHaTUBHBIX MCTOYHMKOB L0X04a Npes-
NPUATUA HAYMHAIOT MPOU3BOAMTL 3aMOPOKEHHDIV X1e6 1 3aMOpPOXKeHHble NonydabpuKaTbl. X cCerMeHT Ha pbiHKe CTpe-
MUTENIbHO PACcTET M KOMMEHCUPYET HELOCTAaTOYHOCTb X/1e€6a, NPOU3BeAEeHHOTo X1e63aBogamum. OKOM0 NONOBUHBI PbIHKA
xneba 3aHNUMaIOT 6-7 KPYNHbIX NPOU3BOANUTENEN, KOTOPbIE COCPEAOTAYMBAIOT CBOM MOLLHOCTU B OTAE/IbHbIX PErMOHAX.

KnioueBble cnoBa: xsebonekapHas MPOMbILWIEHHOCTb, MUHU-NEKAPHKN, NPOU3BOACTBO, 3aMOPONKEHHbIN X/1eb,
pbIHOK xneba, noTpebneHue.
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