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COMMODITY PRODUCERS UNDER
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Abstract

Under reducing domestic demand for food in Ukraine and increasing dependence on
the world food market, a significant part of quasi-price rent from its sale is assigned by
intermediary exporters, thus reducing the welfare of domestic commodity producers
and consumers. To mitigate this negative effect, it is necessary to have a carefully de-
signed marketing business strategy. The purpose of this article is to summarize the prac-
tice of using the main elements of the marketing complex, analyze the effective manage-
ment of marketing activities of agricultural producers in Ukraine and determine the
main directions for increasing its effectiveness by establishing marketing relations for
the product supply. Given the large area of Ukraine and the complexity to obtain mono-
graphic data that are not subject to monitoring by the State Statistics Service, the study
was conducted using agricultural enterprises of the typical agricultural district, namely
Khrystynivka district of Cherkasy region (Ukraine) as an example. It is revealed that
the use of marketing tools by agricultural enterprises is limited due to the specifics of
commodity products and the managers’ focus on short-term business goals. The analy-
sis of forming and realizing the marketing complex of the district enterprises using the
monographic method has shown that enterprises systematically use only elements such
as commodity policy and distribution policy, while relying exclusively on retrospective
marketing data. Significant increase in the return on marketing costs in the short term
can only be achieved if formal or informal associations of commodity producers are
formed on a functional-territorial basis. This will create a scale effect and allow each
member to reduce transaction costs and get an additional premium. It is proved that
while conducting administrative-territorial reform in Ukraine, it is most appropriate
to form such associations within the boundaries of the united territorial communities.

Keywords effectiveness, marketing complex, marketing activity,
marketing strategies, marketing activity management,
agrarian marketing

JEL Classification 110, M31, Q13

INTRODUCTION

Agriculture plays an essential role in the Ukrainian economy de-
velopment. Over the past three years, about 17% of all employed in
the economy accounted for agriculture, generating about 12% of the
country’s GDP and providing over 30% of export revenues. But the
profitability of agricultural enterprises even within the same district is
significantly different, which is largely due to the level of organization
of their management and marketing performance management. State
Statistics Service of Ukraine data confirm this statement. In the first
quarter of 2018, according to the results of the survey among agricul-
tural enterprises managers, the factors inhibiting their activities were:
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labor shortage - 3%; lack of materials and equipment - 3%; insufficient demand - 9%; weather condi-
tions — 26%; financial constraints — 28%; nothing inhibits — 34% (State Statistics Service of Ukraine,
2018). Of course, the different influence of these factors is determined by the scale of enterprises’ activity,
their specialization, the degree of the product portfolio diversification, fluctuations of market prices for
products, etc. But of all this is in the strategic and tactical marketing management decisions area.

If, within one country, the natural and climatic conditions vary considerably, and, as a consequence, the
specialization of agricultural enterprises may differ to a great extent, then it is similar in the same area
in a number of farms. This allows for comparing their relative marketing performance and determine

the strategies to improve it.

1. LITERATURE REVIEW

The formation and development of marketing
theory have led to the gradual transfer of its pos-
tulates to the agricultural enterprise activities
in developed countries. However, according to
Meulenberg (1986), “the evolution of agribusiness
marketing approaches to marketing management
was somewhat different for the following reasons:
individual farmers have limited contacts with the
end user and limited ability to manage the mar-
keting mix (price, product, advertising and distri-
bution); agricultural marketing often works with-
in the institutional and technical constraints im-
posed by government policies; strong attachment
of agrarian marketing to economic theory as its
scientific background” (Meulenberg, 1986).

Kohls and Uhl (2002) scrutinize the issue of food
products marketing organization. In their study,
based on American experience, the main problems
of organizing marketing for agricultural products
from the manufacturer to the final customer as a
whole and for certain types of products are high-
lighted. We cannot but agree with Opara (2003)
that the emphasis of agrarian competition shifts
from business to integral chains, thus allowing pro-
ducers and consumers to monitor the quality and
safety of food products. Commodity associations
that can unite not only producers, but also inter-
mediaries and consumers play an important role in
this process. Their role in food marketing has been
analyzed by Cadilhon Jo and Dedieu Marie-Sophie
(2011). Gallego-Alvarez, Prado-Lorenzo, Rodriguez-
Dominguez, and Garcia-Sanchez (2010), using data
from 120 European companies, demonstrated that
the environmental and social responsibility policy
should be built into marketing strategy of the com-
pany, which seeks to increase its share price.

14

Carillo, Caracciolo, and Cembalo (2017) have
proven the importance of coordinating the ef-
forts in shaping marketing sales policies. Using
2008-2011 panel data on Italian farm business-
es that specialize in growing durum wheat, the
authors conclude that participating in vertical-
ly coordinated associations provides farmers
with increased sales profitability, or so-called
“coordination awards” (Carillo, Caracciolo, &
Cembalo, 2017).

Marketing activities of commodity producers can be
coordinated by so-called marketing boards, or those
controlled mainly by commodity producers or by
the government. The motivation for the government
marketing boards creation could be, for example, to
protect the interests of (urban) consumers or stimu-
late exports. They flourished in the 20th century both
in developed and developing countries. Beginning in
the mid-1980s, their numbers have fallen under the
pressure of internal liberalization and internation-
al trade rules that increasingly concern agriculture
(Barrett & Mutambatsere, 2008). However, accord-
ing to Canadian experience of the establishment
and operation of non-governmental milk marketing
boards, or “self-regulated, hybrid institutions run by
producers but requiring government intervention ...
that, historically, envision a wider function than sim-
ply increasing the rent of producers” (Annie Royer,
2008), in the current situation, they can also help in-
crease marketing performance of agricultural com-
modity producers.

Chand (2012) writes about the role of the state in
stimulating the development of marketing infra-
structure of the agrarian market, in smoothing out
the negative impact of market price fluctuations on
the world food markets on national producers and
consumers. The author used India as an example,
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which, like Ukraine, is a net exporter of agricultural
products (Chand, 2012).

One can agree with Chemerys (2017) who empha-
sizes the negative impact of the underdeveloped
marketing infrastructure of the Ukrainian agrari-
an market on the interaction of agricultural com-
modity producers. But the course taken in Ukraine
to liberalize market relations has been reflected in
the almost complete removal of the state from the
support of domestic farmers, so that the presence
of competition will be an impetus for business en-
tities improvement and modernization. Therefore,
Larina (2008), Stepanova, Horbas, and Davydova
(2017) emphasize the advantages of using agribusi-
ness marketing strategies for diversification as a
means of minimizing the risks of activities under
such conditions.

Soloviov (2008), Larina (2008), Ulianchenko and
Kosenko (2008) believe that in order to construct a
real-world system of agromarketing in Ukraine, a
horizontal or vertical union of players in the mar-
ket is needed on cooperative (Larina, 2008; Soloviov,
2008) or cluster basis (Ulianchenko & Kosenko,
2014). However, the theoretical model of Agbo,
Rousseliére, and Salanié (2015) shows that market-
ing co-operatives can have anticompetitive impact
on the direct sales market. And marketing effective-
ness in cooperative and non-cooperative marketing
channels and production profits may not be very
different (Sarker & Ghosh, 2010).

Literature on the problems of the agrarian market-
ing organization shows that in developed countries
with the established agricultural markets, market-
ing co-operation or coordination of commodity
producers are prevalent. In Ukraine, cooperative
marketing at this stage has not become widespread,
and marketing activities organization is different
and has its own characteristics. Although these
publications outline possible promising directions
for the agrarian marketing development in Ukraine
in the medium to long term, they do not answer the
question how to improve marketing activities man-
agement of agricultural enterprises in Ukraine, tak-
ing into account existing resource and institutional
constraints in the short term.

For most small Ukrainian farmers, today’s prob-
lems that are inherent in the agricultural commod-
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ity producers in developing countries continue to
be relevant. Namely, farmers usually decide on the
product quantity and collect it before finding out
at what price it can be sold. This uncertainty in
prices makes it difficult for farmers to make op-
timal decisions about production and harvesting.
Additionally, farmers are often limited in choosing
where to sell their harvest: some farmers sell only to
intermediaries pulling up at the farm gate, others
can only sell through their local market (Ferreira,
Goh, & Valavi, 2017). The decision making also de-
pends on the product quality (low quality of used
seeds and fertilizers cause low quality of final prod-
ucts); on the product transportation (many rural
areas do not have the proper roads, and this cre-
ates barriers in transporting the agricultural prod-
ucts to the market); and on the lack of warehouses
(Kiruthiga, Karthi, & Daisy, 2015).

2. RESEARCH OBJECTIVE

The purpose of the article is to generalize practical
aspects of organization, analyze the non-cooper-
ative marketing performance of agricultural pro-
ducers in Ukraine and determine the main ways
to increase its effectiveness.

3. RESEARCH METHODOLOGY

Analysis, system approach, dialectical method of
scientific knowledge, fundamental provisions of
modern economic theory, marketing, strategic
management concept, scientific works of leading
academic economists, devoted to the problems of
marketing activity management of agricultural
commodity producers, make the methodological
basis of the research.

To achieve the purpose of the article, theoretical
and empirical methods of scientific knowledge
were used: analysis — to determine the econom-
ic efficiency of marketing activities management
of enterprises; grouping and comparing statisti-
cal data - to determine the place and role of the
economic entities under consideration in the total
population of the industry; monographic method -
to study the peculiarities of marketing activities of
individual enterprises; and abstract-logical meth-
od - to summarize the study results.
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4. RESULTS

The choice for a separate district of Cherkasy re-
gion (Ukraine) as a research base is because the
region is predominantly agrarian. Thus, using
only 3.5% of the total national agricultural land,
in 2016, it produced 5.9% of gross agricultural
products and ranked third among the regions of
Ukraine in terms of the production (Statistical
Book, 2016). Khrystynivka district is a typical ag-
ricultural area of the region and all its agricultural
enterprises predominantly use the same objects of
logistic infrastructure.

Marketing effectiveness should be studied based
on its main components. Most agricultural pro-
ducers, as a rule, limit marketing activities to the
formation and adjustment of commodity policies.

Farms in Khrystynivka district produce a large
range of products (Table 1), which has a width of
a commodity mix of 7, and a length of 4.14. Crop
farming is represented by a greater number of
commodity items, 22, the overwhelming number
of which is produced by almost all the objects un-
der study. Fruit, vegetables and sugar beet, which
are produced by one enterprise each, are the ex-
ception. Livestock products are produced by 2/3
farms in the region, giving preference to cattle
breeding. Pig and sheep farming are practiced by
only two farms each, using the bulk of products
for their own needs (food for workers).

Via ABC analysis, the products priority of the

studied commodity producers in the region is as-
sessed in terms of share of the implementation of
assortment units in the total sales according to the
2012-2016 averaged data (Table 2).

According to Table 2, Group A includes sunflow-
er seeds, milk, grain maize and wheat. These cat-
egories account for 22% in the nomenclature, and
bring 84% income to farms. Intermediate po-
sitions (B) include cattle, rape plant and barley
growth. The other 60% of the range is a by-prod-
ucts group (C).

The quality of the products produced is one of the
key points in any enterprise commodity policy. Its
high level provides farms with a certain level of
competitiveness in the market. Commodity pro-
ducers of Khrystynivka district used the current
national standards for the types of products they
produce. The analysis of the current state of ag-
ricultural products standardization shows that
there are 566 national standards in force in the
country, of which 64.8% meet the international or
European standards. There are 367 current inter-
governmental standards, only 4.3% of which were
harmonized (Humeniuk, 2014).

Prices for products of agricultural enterprises are
formed under the influence of supply and demand
for it. That is why, while having information about
their current correlation, it is possible to respond
promptly to predicted changes and, according-
ly, to sell products with greater profit. In addition,
their export-oriented types are affected by the ap-

Table 1. Agricultural products nomenclature of the enterprises of Khrystynivka district, Cherkasy

region (main activity)

Source: Calculated based on the Statistical Yearbook of Ukraine.

Commodity mix width

. . Other

Gain  Ohogp Ve b Metf o o

gn 1. Winter wheat 1. Sunflower 1. Cucumbers 1. Sugar beet 1. Big cattle : 1. Pure milk 1. Honey

2 2. Spring wheat 2. Rape plant : 2. Tomatoes 2. Seed grains 2.Pigs - . 2.Rearers

E 3. Winter barley 3. Soy 3. Apples 3. Silage . 3.Sheep - ¢ 3. Dung
£ | 4. Springbarley — . 4. Pears 4. Haylage T e
E 5. Grain maize ¢ - - 5. Bran e
E G - o - -
o 7. Buckwheat - - - - - -
8 Millet - ; - - T - -
9.Oats - ; - - S - -
10. Rye f - f - - _ _ -
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Table 2. Results of the ABC analysis of the commodity assortment of agricultural enterprises of

Khrystynivka district, Cherkasy region

Source: Calculated based on the Statistical Yearbook of Ukraine.

Commodity Return, UAH thou* : Share in return, % : Share rising, % ABC group
Sunflowerseeds & 87,8579 2472 24.72 A
Mi||r<” 870895 ¢ 2451 49.23 A )
Grain maize o 80,4631 ¢ 22,66 71.89 A
Whgat R 43,575 ~12.26 8415 A )
Big cattle meat (live weigh) =~ 138738 & 39 88.05 B
Rapeplant . ¢ 1303.2 367 91.72 B
Barlgy 777777777777 12175 & 316 94.88 B
Soym I 58235 ¢ 164 96.52 C )
Pig (live weight) R 30054 ¢ 085 97.37 Cc
Other animal products & 24405 ¢ ~0.69 98.06 Cc
Other vegetable products &+ 2,186.2 062 198.68 Cc
Services G 16909 048 99.16 Cc
Pearw s 1,0428 029 9945 C )
Field vegetables = 8794 025 997 Cc
Fruirt” T 4266 012 99.82 C )
Sugarbeet 3038 ¢ ~0.09 9991 Cc
Buckwheat . 2528 i ~0.07 199.98 Cc
Rye 589 ¢ - 0.02° 100 C )
Total 355376.3 100 X X

Note: * Average return for the period 2012-2016.

propriate international market environment (first
of all, it concerns grains and oilseeds). A separate
aspect of pricing is the fact that the overwhelming
amount of grains and oilseeds and significant pro-
portion of animal meat is marketed through inter-
mediary structures that have their own business
interests. It is also necessary to consider the price
elasticity factor. In the case when an agricultural
enterprise sells products to end consumers, there
is a seasonal price fluctuation, another feature that
has a significant impact on pricing. In general, the
price factor is crucial for farms in the process of
selling agricultural products. It directly affects
their profit, and accordingly, the technical and
technological updating of the production process.

Table 3 indicates that in recent years, prices for
agricultural products have increased significantly.
The main factor that has led to this situation is not
the market environment, but the common infla-
tionary processes in Ukraine. However, in terms
of product line groups, growth occurred at differ-
ent rates. Thus, prices for export-oriented prod-
ucts (grains and oilseeds) increased 2.5-3 times (in
this case, in addition to the increase in the cost of
purchase resources, the effect of the exchange rate
difference between the hryvnia and the US dollar

http://dx.doi.org/10.21511/ppm.16(4).2018.02

was observed), for the domestic market goods, an
increase of 1.3-1.8 times took place.

The sale to “other business entities” (the organiza-
tions are included that purchase products for fur-
ther resale, including grain traders) was the main
channel for selling grain crops for agricultural en-
terprises in Khrystynivka district (Table 4). The
share of this type of distribution channel varies for
different crops, but it is over 90% in recent years.
Since for two decades, stock exchange trade has
not been properly developed in Ukraine, the lion’s
share of grain is being sold through other market
channels. They are characterized by disorganiza-
tion, volume and pricing opacity.

For the vast majority of business entities in the
region under study, sales contracts are the main
documents certifying sales agreements, the con-
tent and design of which are often undefined,
which leads to difficulties in resolving disputes.
Part of the grain is sold without such contracts
conclusion. The vast majority of producers in the
region do not have necessary grain storage facili-
ties. In addition, they are low-level equipped with
appropriate cleaning and drying machines, which
adversely affects the bringing of the grain to the

17
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Table 3. Selling price dynamics for products of agricultural enterprises of Khrystynivka district,
Cherkasy region, UAH per 1 centner

Source: Compiled based on Statistical Yearbook of Ukraine.

2016 (%) till
2012 2015

Products 2012 2013 2014 2015 2016

Wheat 3 147.06 12310 ¢ 165.56 29243 ¢ 306.23

Rye 13823 9208 35000 - 32653

Buckwhea 300220673 21340 89908 132039

Grain maize . le0.65 13188 14197 | 33027 35319

Barley 16451 14327 . 165.58 . 30305 . 287.78

Pea 20878 21734 37389 35361 60537

Sunflower seeds 35869 30821 39376 . 82876 882.89

Rape plant ..34359 . 30106 : 379.25 : 66678 : 1005.09 :

S0y 33139 32168 43487 75362 86406

Sugar beet 312 - 7977

Field vegetables 29808 | 34923 | 41347 . 39639 21213

Fruit 32625 24207 1 12535 1 27344 1 41512

Big cattle meat (live weight) - 117472 96331  1,32890 217764  2,147.65

Pig (live weight) i 1481.04 ¢ 1,27456 : 1,270.00 i 2,132.63 : 2,010.26

Milk 27839 35596 40299 47623  590.24

necessary basic conditions. All this leads to the was another factor affecting the sale of part of the
fact that many farms are forced to sell grain dur- production during the harvest period. To a certain
ing harvesting at reduced prices in cash to grain extent, a significantly higher level of purchasing
traders’ representatives, without spending money prices contributed to the focus on this channel.

on grain transportation and processing. The avail-

ability of loan commitments for the future harvest The directions indicated in Table 4 are partly reg-
from the past or the beginning of the current year ulated grain delivery channels. At the beginning

Table 4. The structure of channels for selling grain crops by agricultural enterprises of Khrystynivka
district, Cherkasy region

Source: Compiled based on Statistical Yearbook of Ukraine.

Marketing channels

Year Products | . . To the population | To shareholders in  On the market, | To other

z . Processing 40 payment for | compensation of = through own | business
enterprises : : : e

‘ work ¢ rental payment stores i entities

Wheat 87 8.7 f 1.1 s 700

RYE b T - : - AR S S

_Buckwheat - % 49 B0

_Grainmaize 33 0. % 24 942

0.1 : 2.2 D 98

Pea - A _— 03 997

Wheat - 63 % 85 e B2

Rye = - 5 - T 1000

Budkwheat - 05 | - T )

_ Grinmaize - 1 % 45 944

BAMCY T 0.8 ? 9.6 - R

PER b 0.1 : - A N

Wheat 03 40 % 3.0 10 9l8

Rye o - % - 1000

_Buckwheat - % - 1000

0.5 : 0.9 AR L R S

Barfey o 10 72 06 912

Pea - - — — 100.0

2012

Barley -

2014

2016 S ,
_Grain maize  : -

/l 8 http://dx.doi.org/10.21511/ppm.16(4).2018.02
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Table 5. The structure of oilseed crops sales channels by agricultural enterprises of Khrystynivka

district, Cherkasy region

Source: Compiled based on Statistical Yearbook of Ukraine.

Marketing channels

Year Products Processing To the population ;| To shareholders in n?:rlt(lt:f To other
enterprises 1" the ;‘)Aellyr?(ent for com cinsatlon of through own = Dbusiness
or| rental payment stores entities
Sunflower seeds : 62 B - .5 01 922
2012 SOY T - S 2 .88
,,,,,, Rapeplant & T 19 S - 981
Sunflowerseeds : 1.9 - T - 970
2014 :iSsoy o - - - - ~100.0
,,,,, Rape plant e - s - _.100.0
Sunflower seeds : 12.6 - o5 0.1 ~ 86.8
2016 1SOY o T - S » ..J00

Rape plant 33.8 - - - 66.2

of the period investigated, significant volumes of
wheat and maize were sold to the population for
the payment of salaries and to shareowners as rent-
al payments. However, in the future, the propor-
tion of these channels began to steadily decrease
in favor of business entities. This is explained by
the fact that the number of shareholders who live
in rural areas, and, consequently, keep the sub-
sistence farming, decreases each year mainly due
to demographic factors, and those living in cities
prefer not the natural but the monetary terms of
the rent. The current marketing channel for cere-
als is sale on the market or through own stores. It
is interesting that farms, at the request of process-
ing enterprises, undertake to produce a specified
quantity of cereal grains, and the other party - to
purchase it at a certain price.

The structure of oilseed crops produced by ag-
ricultural enterprises in Khrystynivka district
(Table 5) shows the domination of sales to “oth-
er economic entities” with a gradual increase in
cooperation between commodity producers and
processing enterprises. All crops belonging to this
group are export-oriented, but if rape plant and
soybeans were found to be mainly in the form of
grain abroad, then sunflower seeds are processed
products. In recent years, Ukraine has significant-
ly increased the capacity of the oil and fat industry;,
and especially rape, since the processed products
on the international markets are much more prof-
itable. This fact has positively influenced the price
offer of traders to agricultural producers, since
domestic processing enterprises need more and
more raw materials every year. The situation with

http://dx.doi.org/10.21511/ppm.16(4).2018.02

documenting the facts of buying and selling oil-
seeds is similar to that of cereals.

Sugar beets and field vegetables are fully sold to
targeted processing enterprises. So, beets are sold
to LLC Illinetskyi Sugar Plant, while vegetables
(cucumbers and tomatoes) are sold to the Haisyn
Canning Factory. On the contrary, fruit products
are sold in full to retail businesses located in large
cities.

Unlike crop products, processing companies are
the key selling channel for livestock products
(Table 6). Thus, traditionally, milk produced by
agricultural enterprises of Khrystynivka district
is practically sold in full at PJSC “Khrystynivskyi
Dairy Plant” (Khrystynivka, Cherkasy region)
and LLC “Lustdorf” (production facilities are lo-
cated in Illinka, Vinnytsia region). When forming
the price for milk raw materials to sell to the pro-
cessing enterprises, the time for milk sale takes a
considerable pressure. Production of live weight
of big cattle meat by farms in the region under
study is derived from dairy cattle breeding. The
given products are purchased by meat processing
enterprises of Cherkasy, Vinnytsia and some other
regions almost in full. A small number is sold to
business entities (private entrepreneurs working
in the food field or retail trade). It is mainly rep-
resented by animals that need to be urgently sold
because of their injuries. The bulk of live weight
of pigs is also sold to the processing enterprises.
However, when it comes to big cattle, it is a large
business entity, while in the case of pigs, there are
processing shops of a local level. In 2014, produc-
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Table 6. The structure of livestock products sales channels by agricultural enterprises of Khrystynivka

district, Cherkasy region

Source: Compiled based on Statistical Yearbook of Ukraine.

Marketing channels

. . On the
Year Products . To the population ;| To shareholders in To other
g;?:fsrsilsr:egs in the payment for: compensation of thr?grllge(t)'wn business
P work rental payment 8 entities
stores
Big cattle meat (live
weight) o 2 SR R o
2012 15 - 37 27.6
ATK e 07.. - ‘ - 0.2
i Big cattle meat (live
weight) 7. SR R 411
2014 pi . - - 576 42.4
Milk 995 03 - ' - 0.2
ig cattle meat (live
weight) oo R R 411
2000 pigliveweighy 867 19 - - 14
- Milk 99.6 0.2 - - 0.2

ers of Khrystynivka district made an attempt to
sell pig through the local market and the neigh-
boring markets. However, in the future, they gave
up this idea, as additional expenses for bringing
the products to the marketable condition and
transportation costs were not compensated.

The ratio of individual channels of product sales
varies slightly in the studied farms, but the price
premium received by commodity producers is sig-
nificantly different (Figure 1). This is explained
not only by the differences in the quality param-
eters of the product and the different period of its
sales, but also by the different volumes of batch of
homogeneous products formed for sale and the
existing contractual relations that are opaque in
some cases.

1200
1000
800
600

400
20

o

Sunflower seeds Milk

B Maximum price B Average price Minimum price

The enterprisers of Khrystynivka district almost
do not engage in the promotion of certain types
of products on the market. This is due to the fact
that, on the one hand, the demand for them is al-
ways present, and, on the other hand, they are pro-
duced, with similar parameters, by a large num-
ber of commodity producers, each of which has a
small share in the market. Therefore, placing ads
on batches of products for sale on specialized sites
(for example, agro-ukraine.com/ua) is the most
they do. As a rule, enterprises distribute informa-
tion about themselves in various industry directo-
ries. Traditionally, they take part in local exhibi-
tions (for example, for the Ukraine’s Independence
day) and Days of the Field. Some farms have their
own sites on the Internet, but they themselves pay
little attention to them (information is updated ir-

I I 25,47997222 I I 37,05029504 I I 55,65683646 I I 43)36364395
0

Grain maize Wheat

Deviation of maximum price from the minimum price, %

Figure 1. Difference in the sale prices for core products
of agricultural enterprises of Khrystynivka district (2016 data)
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regularly; there is no special staff member whose
responsibilities include the site maintenance, etc.).
However, changing the market conditions and
economic relations between its participants is a
prerequisite for updating the marketing system of
agrarian enterprises. The newest system is formed
based on interactive technologies, in particular,
selling agricultural products through the Internet.
Advantages of using this system in marketing are
reduced to the distribution channels optimization,
sale costs reduction, increase in the level of sales
performance, it also allows for maintaining rela-
tionships with regular consumers and attracting
new customers, etc.

All agricultural enterprises in Khrystynivka dis-
trict have no specialized divisions or individual
posts whose duties would include the systemat-
ic performance of marketing functions. They are
executed by farm managers and key specialists
within their competence. Thus, the chief agrono-
mist and the chief livestock expert are engaged in
the formation of the product range for the com-
ing year. The chief accountant is in charge of price
formation and designing sales contracts, and chief
engineer and storekeeper are responsible for logis-
tics. Only the executive manager is engaged in
communication as an element of the marketing
complex. Thus, at the agricultural enterprises, the
organizational structure does not meet the mar-
keting principles, which is manifested in the com-
plexity of the internal interaction of services and
structural units, limited marketing tools for mar-
ket analysis, and ineffective management.

Lack of a robust system of information support
has a negative impact on the agricultural enter-
prises performance. Apart from the fact that there
are no special employees responsible for collecting
market information, there is virtually no software
product for processing such data.

According to the Khrystynivka district employers
survey, the vast majority of them are not engaged
in strategic planning, limited to plans for one year
only. They usually represent a production pro-
gram for the specified period. Instead, the long-
term perspective is not clearly expressed and man-
ifests itself only fragmentarily (for example, the
purchase of certain equipment samples). However,
the introduction of strategic planning at these

http://dx.doi.org/10.21511/ppm.16(4).2018.02
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enterprises has the following advantages: this en-
courages management to be visionary; generates
performance indicators for the next control; pro-
motes a clearer definition of goals, objectives and
ways to achieve them; adapts to sudden changes in
the market environment; provides a clearer coor-
dination of subdivisions by clearly defining the re-
sponsibilities of managers at all levels; contributes
to a more efficient resource allocation; reduces the
risks of loss of profits as a result of timely assess-
ment and taking possible threats into account.

The size of the enterprise marketing costs deter-
mines the possibilities of finding the optimal (ac-
cording to the price) product sales channel and
forming a sound commodity policy in terms of the
possibility of forecasting the price market condi-
tions based on the use of information systems for
processing marketing information. Consequently,
effective marketing costs make it possible to in-
crease profits. But not all marketing costs are effec-
tive. In addition, their growth can reduce profits in
the short run due to the growth of full cost of pro-
duction. The connection between the marketing ex-
penses of agricultural enterprises in Khrystynivka
district and the volume of their profit can be
checked through a simple linear regression model:
y=p+pBx+e, 1)

where y - dependent variable (profit of enterpris-
es), x - independent variable (marketing costs),
B, - regression intersection, [, - regression
slope, ¢ - accidental variable.

The relationship between the volume of marketing
costs and the profit margin of agricultural enter-
prises in Khrystynivka district is shown in Figure
2. In order to obtain a more reliable regression de-
pendence equation, data for 10 years (2007-2016)
were taken.

Given that the trend line is increasing (see Figure
2), there is a positive linear dependence between
the parameters analyzed. Consequently, the vol-
ume of marketing costs affects the profit of the
investigated agricultural enterprises. Proceeding
from the obtained equation, in the absence of
marketing costs, enterprises will suffer losses.
Using Microsoft Excel and the Data Analysis Add-
in, Table 7 presents the regression statistics results.
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Figure 2. Correlation-regression dependence between the volume of marketing expenses
and the profit margin of agricultural enterprises in Khrystynivka district,
Cherkasy region (according to 2007-2016 data)

According to Table 7, the determination coefficient costs in full cost of production. On average,
is 0.733241 or 73.3%. Accordingly, profit growth they occupy about 10% of households. However,
of 73.3% is associated with an increase in market- in the field of crop production, the indicator
ing costs of enterprises. Since the obtained value was slightly higher than that of livestock pro-
of significance F (0,001562931) is significantly less duction. Considering them in terms of product
than 0.05, the model is significant. types and individual years, one should note its

instability, which is related, first of all, to the
The size of marketing costs accounting for in- qualitative parameters of the products and their
dividual products depends on their sales. Table compliance with the normative values given in
8 gives information on the share of marketing the standards.

Table 7. Regression analysis results of the relationship between the marketing costs and the profit
margin of agricultural enterprises in Khrystynivka district, Cherkasy region (according to 2007-2016 data)

Regression statistics

. Standardized Number of
Multiple R % R-squared R-square Standard error observations
0.856295 % 0.733241 % 0.6998958 % 31372.68 % 10
ANOVA
Degrees of freedom | df SS MS F F significance
Regression L1 21643140416 | 21643140416 21.98959013 0.001562931
Residual {8 | 7873958647 : 984244830.8 - -
Total © 9 29517099062 - : - : -
Degrees . Standard | N . gm0 L gmo om0
of fraedom Coefficients: °"C <" t-statistics | P-value :95% under:95% upper 95% under: 95% upper
B, ©—42396.6 © 21148.4573 1-2.00471325 0.0799304 @ —91165.023 = 6371.837  —91165.023 | 6371.837
B, . 4.881895 | 1.04106993 | 4.68930593 | 0.0015629 = 2481 7283 248118383 = 7.2826069
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Table 8. Share of marketing expenditures in full cost of sold agricultural products of Khrystynivka

district, Cherkasy region

Source: Calculated according to the data of agricultural enterprises’ reporting.

Index 2012 2013 2014 2015 2016
Marketing expenditures, total 102 9.2 928 9.2 8.7
7 75 8.3 8.9 10.1

140 nl.. 97 2] 100

82 ¢ 54 105 ¢ 7.7 10.5

137 95 9.9 10.8 8.0

ns 70 5.9 9.4 10.5

ne 6.2 6.3 10.7 6.9

A 16 . 98 i3 14.5

95 e nz.. ne ..o 6.3

123 133 84 i.10A 6.8

183 ¢ 9.7 104 ¢ 12.0 1.3

7.0 8.0 12.6 ' 8.6 6.1

The amount of profit is, first of all, an indicator of
the agricultural enterprises efficiency. In general,
in terms of the enterprises under study, on aver-
age for the period 2012-2016, about 93% of prod-
ucts belong to the crop production (Table 9). From
the given index, 44% are accounted for sunflower
seeds, 27.5% for grain maize, and 12.6% for winter

wheat. The most unprofitable categories of prod-
uct range of farms belong to the livestock sector,
namely the live weight of cattle and other livestock
products (-8.7% and 3.9%, respectively), but they
are covered by the proceeds from the sale of milk
(20.3%), which ensures a positive level of the in-
dustry efficiency as a whole.

Table 9. Dynamics and distribution of profit received by agricultural enterprises of Khrystynivka

district, Cherkasy region (by types of products)

Source: Compiled according to the Statistical Yearbook of Ukraine data.

5-year average
Products 2012 2013 2014 2015 2016 -
i UAH thou %
Crop production, total 226839 13,8253 | 379194  132,249.6 1448091 70,2975 . 93.05
Cereals ...89485 | 10,0070 . 138308 . 746833 | 569942 . 328928 . 43.54
Including wheat ..30801 19532 . 37154 | 265963 | 13,2200 . 9,513.0 11259
Rye 674 . ...7120 00 . 00 .30 129 ...1.002
Buckwheat 200 1 7800 150 i 2640 :...500 .. 61.8 ..1.008
Grain maize 43233 190354 | 85202 | 408800 . 409856 . 207489 . 2746
Barley 15660 726 L 1AI5S 6,8570 . 20196 . 23571 312
Pea LLA86 11320 ' 0.30 .
Oil crops 13,2691 1 40442 4915
Sunflower seeds © 11,2041 ¢ 2,788.6 4295
Rape plant 21910 1 803.7 391 .
Soy .T1260 4519 2.28
Sugar beet L7700 100 0.00 .
Field vegetables ©269.0 1 143.0 0.06
Fruit 140 17660 Z0.01
Other crop products L1833 173029 L c124 L.7e81 ...2387 0.32 .
Livestock, total 23144 1 -50522 85981 12,093.1 : 129424 . 32534 1 695
Big cattle meat (live weight) 752210 71945 -9,2357 . -2,530.3 | -8,5454  -65454  -8.66
Pig (ive weight) .71,3040 1 15150 0 -2350 60 180 ...m3860 : 078
Milk 54423 1109499 | 19408.2 | 172652 | 23,563.2 . 15325.8 :.20.29
Other livestock products L2317 72926 1 13394 1 26478 1 -21934 29410 1 389
Services 2 O .2 S L - A G2389 1321000
Total 20,374.5 8,630.7 46,406.6 = 144,341.3 | 157,985.4 | 75,5477 10,000
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Table 10. Marketing performance of agricultural enterprises in Khrystynivka district, Cherkasy region

Source: Calculated according to the data of agricultural enterprises’ reporting.

Index 2012 2013 2014 2015 2016
For enterprises totally
Cash flow, UAH thou 246212 151755 553359 1547293 1691531
Marketing costs for UAH 1,000 of commodity products © 9281 ¢ 8832 : 8041 6624 6142
Net profit coefficient 01 ¢ 004 : 022 039 04
Coefficient of production and marketing efficiency 0.084 0.031 0.158 0.365 0.331
Crop production
Cash flow, UAH thou 244469 | 164359 | 421501 | 1374108 1508334
Marketing costs for UAH 1,000 of commodity products ©90.88 : 68.60 : 63.09 : 5907 6311
Net profit coefficient 017 ¢ 010 ¢ 032 ¢ 051 i 060
Coefficient of production and marketing efficiency 0.164 0.086 0.212 0.505 0.464
Livestock production
Cash flow, UAH thou 1693 L DB 132967 | 173199 18,0858
Marketing costs for UAH 1,000 of commodity products © 9822 ¢ 12406 : 10772 9090 : 5772
Net profit coefficient 016 ¢ -0.05 : 009 : 011 : 010
Coefficient of production and marketing efficiency -0.022 = -0.044 0.074 0.090 0078

During the period 2012-2016, the indicator of
marketing performance of Khrystynivka district
farms increased almost three times (Table 10). The
size of the cash flow, representing the amount of
profits and depreciation, increased more than five
times, but the growth of sales prices under the in-
fluence of inflationary processes in the country
was the main factor. Such rapid growth has led to
reducing marketing costs in the amount of UAH
1,000 (by 33.9%). Another factor was the reduc-
tion of enterprise costs to find the most attractive
channels for product distribution and promotion.
Positive trends in the marketing performance in-
dicators are observed in the field of crop and live-
stock production. However, these are averaged
data. The variability of these relative indicators
for individual economic entities for 2016 is as fol-
lows: marketing costs for 1,000 UAH of commod-
ity products — 27.5%; the coefficient of production
and marketing efficiency — 42.3%.

The above indicators will be analyzed in terms of
types of farm products (Table 11). Table 11 indi-
cates that the highest marketing performance is
observed in the core products for crop enterpris-
es: grain maize and sunflower seeds. As for the
livestock sector, milk is the undisputed leader.
Calculations show that in the crop production, the
variability of the marketing performance indices
in some agricultural enterprises of Khrystynivka
district, Cherkasy region, is much higher than
in livestock production. This is due to the greater
variation of the channels used by individual farms

24

to sell crop products, significant differences in its
qualitative parameters and, accordingly, the cost
of bringing to the market standards.

The analysis of features and assessment
of the marketing performance of farms in
Khrystynivka district of Cherkasy region sug-
gest that it is impossible to significantly improve
its efficiency in the short term at the level of an
individual enterprise. To form a robust mar-
keting strategy and to implement all marketing
complex functions, it is necessary, first of all, to
attract competent marketers who will require
appropriate remuneration. But only individual
large farms’ managers are able to afford such ex-
tra costs and consider them feasible. According
to the 2017 poll results, only three out of 18 ex-
ecutives are ready to recruit one highly skilled
expert. The other respondents consider it inex-
pedient to introduce an additional staffing unit
and rely on their own experience in shaping and
implementing a business strategy.

Given that the products are relatively standardized
and the product market is competitive, most man-
agers consider the price of commodity products
as a market given value at each specific moment
of time, and the essence of their pricing policy is
reduced to the choice of the most favorable mo-
ment of implementation (if possible, the preserva-
tion of the product without losing its qualitative
characteristics). With regard to the product distri-
bution policy, as already noted, the channels for
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Table 11. Marketing performance of agricultural enterprises of Khrystynivka district, Cherkasy region

in terms of products

Source: Calculated according to the data of agricultural enterprises’ reporting.

Index 2012 2013 2014 2015 2016
Wheat
Cash flow, UAH thou 34385 13052 46885 | 276131 | 14,0520
Marketing costs for UAH 1,000 of commodity products . 12498 © 106.64 : 8507 . 5945 . 7705
Net profit coefficient 012 ¢ 004 : 014 © 053 & 029
Coefficient of production and marketing efficiency 0104 0035 = 0105 = 0526  0.259
Grain maize
Cash flow, UAH thou 46527 94935 95671 | 41,7357 = 42,479.6
Marketing costs for UAH 1,000 of commodity products 75.84 4719 : 7866 : 5485 : 63.03
Net profit coefficient 008 015 ¢ 034 : 04 - 067
Coefficient of production and marketing efficiency 0.130 0.202 0.204 0.558 0.534
Barley
Cash flow, UAH thou 17464 2477 16221 | 72085 24394
Marketing costs for UAH 1,000 of commaodity products i M527 ¢ 9557 8133 ¢ 6812 . 6714
Net profit coefficient 019 ¢ -001 : 022 : 059 . 019
Coefficient of production and marketing efficiency 0.131 -0.007 0.157 0.518 0.132
Sunflower seeds
Cash flow, UAH thou © 11,458.2 ¢ 3,219.9 © 19,0375 @ 53,022.0 : 79,738.1
Marketing costs for UAH 1,000 of commaodity products - 7530 6508 4141 5435 5797
Net profit coefficient 040 : 008 : 042 . 072 - 081
Coefficient of production and marketing efficiency . 0.508 0107 . 0.548 . 0920 . 1.036
Big cattle (live weight)
Cash flow, UAH thou . 50174 = -7025.5 = -8,536.4 . -1,829.4 = -7,526.7
Marketing costs for UAH 1,000 of commodity products . 18837 ¢ 240.69 : 14996 : 171.88 9999
Net profit coefficient . -035 © -045 ¢ -044 = -011 : -033
Coefficient of production and marketing efficiency ~0.220 0282 . -0302 . -0.073 . -0.210
Pigs (live weight)
Cash flow, UAH thou . 1151 0 15150 0 232 0 50 118
Marketing costs for UAH 1,000 of commodity products . 20671 © 13567 : 20079 : 119.40 . 79.08
Net profit coefficient 012 ¢ -029 : -048 . 001 043
Coefficient of production and marketing efficiency i -0.104 -0.407 -0.259 0.006 0.074
Milk
Cash flow, UAH thou . 61884  13,831.0 23,3849 | 21677.8 = 27,631.2
Marketing costs for UAH 1,000 of commodity products 6315 : 6787 = 9858 7026  49.63
Net profit coefficient onm - o018 - 028 : 022 023
Coefficient of production and marketing efficiency 0.095 = 0160 . 0247 0190 0.204

the implementation of core products vary slightly
in farms, but the sale costs vary considerably over
the same channels, depending on the batch size
and the implementation time.

While forming the commodity policy, marketing
research is reduced mainly to a retrospective mon-
itoring of market conditions for core agricultur-
al products, which the farm produces, or can po-
tentially produce, taking climatic conditions into
account.

http://dx.doi.org/10.21511/ppm.16(4).2018.02

While shaping a communicative policy, the pref-
erence is given to establishing effective links with
local authorities and communities, as well as situ-
ational relations with material resource suppliers
and intermediary entities.

Taking into account existing approaches to the or-
ganization of marketing activities of agricultural en-
terprises in Khrystynivka district, Cherkasy region,
the creation of formal or informal associations of
producers is the main direction of its improvement,
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which will significantly increase the marketing costs
efficiency. In world and domestic practice, such as-
sociations operate on the basis of vertical or hori-
zontal integration and are created on a functional
(production, sales, service, etc.) or territorial basis.
The purpose of their operation is more efficient use
of resources and reduction of transaction costs for
each participant. Formal associations are most often
created as cooperatives, but in Ukraine, the co-op-
eration process has not become widespread because
of the following main reasons:

compulsory participation of the coopera-
tive members in the creation of the proper-
ty, registration fees and share contributions
in the amounts and terms specified in the
statute. This reaffirms the fears and unwill-
ingness of future cooperative members to
invest in its creation and development;

the principle of obligatory participation of
cooperative members in the economic ac-
tivity in the agreed volumes is violated. The
cooperative members’ unwillingness to pro-
duce certain products in certain volumes,
because each producer tries to focus on the
market environment that was formed at a
given time;

unwillingness of the cooperative members
to meet the obligations of the cooperative in
the part relating to the joint activity;

violation of the democratic management,
which is manifested in the cooperative
chairman abuse by his authorities, in viola-
tion of the right to equal access to the use of
services, in the information protection;

violation of the pricing principles in cooper-
atives and timely settlements with coopera-
tive members;

inadequate qualification and experience of
executive staff, small number of executive
directors, lack of a separate marketing ser-
vice, legal support, which results in poor co-
operative’s sales performance (Lohosha, 2017).

Taking these into account, the most likely to im-
plement is the creation of an informal associa-
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tion of investigated enterprises in order to in-
crease their marketing performance according
to a functional and territorial principle. The ter-
ritorial principle of association involves coordi-
nating the agricultural enterprises’ activities
at the level of councils of the united territorial
communities (UTC). In the context of the ad-
ministrative and territorial reform implemented
by the Ukrainian government, these structural
units should receive the appropriate resource
in the form of local tax revenues and be fully
responsible for the social infrastructure of the
territories, that is education, health care, servic-
es, etc. At the district level, only the communi-
ty cooperation issues remain. Since in Ukraine
a moratorium on free sale of agricultural lands
is prolonged annually, one can expect that joint
responsibility for the territory development will
either lead to the gradual centralization of “ef-
fective” capital, that is, terminating contracts
for the land lease for those agricultural enter-
prises that make the lowest tax payments in
terms of one hectare in the UTC budget, or to
forced coordination of their activities to obtain
the maximum economic effect.

As of March 2018, there was no UTC created in
Khrystynivka district. This is due to the presence
of two views of local elites and officials as to the
future administrative-territorial structure of the
district. According to the first approach outlined
in the perspective plan for the formation of the
community territories of Cherkasy region, it is
envisaged to create Khrystynivka UTC, which
will include the city of Khrystynivka and five bor-
dering villages. In this case, other territorial com-
munities of the villages will be united with 2-3
nearest neighbors. Another point of view is de-
fended by the current composition of the district
council deputies. In their opinion, it is expedient
to combine all the communities that are part of
Khrystynivka district into one UTC. Regardless
of which settlements between representatives of
different communities as to the UTC creation are
made, Ukrainian officials are planning to finish
this stage of administrative and territorial reform
in 2019. And those communities which until then
are not unite voluntarily will be united forci-
bly (Sydorenko, 2017, 2018). Therefore, the UTC
council will be the primary element to coordinate
the activities of economic entities.
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Given the heterogeneity of agricultural enter-
prises by specialization, land area, and volumes
of commodity production, the main functional
feature of such an informal association in the
initial stages can be only sales activity. This will
allow individual independent economic entities

Problems and Perspectives in Management, Volume 16, Issue 4, 2018

to form larger batches of homogeneous prod-
ucts and sell them at higher prices, as well as to
save on the cost of storage and transportation of
products. That is, the main purpose of their ac-
tivity is to reduce transaction costs and obtain
an additional premium.

CONCLUSION

The study analyzes the main trends, management and managerial efficiency of marketing perfor-
mance of agricultural enterprises in Ukraine, as exemplified by farms of Khrystynivka district,
Cherkasy region. The analysis showed that, regardless of the farm size and its specialization, mar-
keting activity is mainly limited to the formation of short-term commodity policy and distribution
policy, the effectiveness of which is significantly limited by the irrelevance of marketing informa-
tion about the main market parameters. Other elements of the marketing complex are used ran-
domly and fragmentarily, increasing overall marketing costs and generating no additional revenue.

A correlation-regression analysis according to the 2007-2016 data indicates that there is a relation-
ship between the marketing costs and the profit of agricultural enterprises in Khrystynivka dis-
trict of Cherkasy region. The determination coefficient is 0.733241, or 73.3%. Accordingly, revenue
growth of 73.3% is due to an increase in marketing costs of enterprises. For the period 2012-2016,
the efficiency of production and marketing for all of the enterprises under study varied significant-
ly with the general tendency of its absolute value growth. This is due to the growing fluctuations of
world food prices and the national currency rate, to which enterprises can only situationally adapt
in the absence of a long-term development strategy and monitoring and forecasting system of en-
vironmental factors. Also, the efficiency coefficient of production and marketing in the context of
individual farms by the same types of products varied considerably.

An analysis of the marketing costs distribution at the level of individual farms has shown that a sig-
nificant part of them is aimed at promoting those agricultural products, the production of which
the enterprise is mainly specialized in. In terms of other products, which serve to diversify risks
within the existing commodity portfolio, marketing costs are minimal, which significantly reduces
the profit from their implementation. At the same time, for a number of other enterprises in the re-
gion, these products are the main ones and significant marketing costs are directed at their promo-
tion, which allows to benefit more from their implementation. The research allows to assert that it
is impossible to significantly increase the efficiency of marketing costs in the short term at the level
of a separate agricultural enterprise of the district. The formation and participation in horizon-
tally or vertically integrated formal and informal associations of market participants are the main
directions to improve the marketing performance management of agricultural enterprises in the
short term. According to domestic practice, formal associations have not become widespread for a
number of reasons, the main of which are conflicts of interest of participants due to their desire to
maximize their own cash flow at the other participants’ expense. In terms of reducing transaction
costs and obtaining an additional premium from the sale of commodity products, the creation of
informal associations within the united territorial communities is the most effective method in the
short term, since all economic entities registered in their territory take joint responsibility for its
social development. Determining the direction of improving the marketing performance manage-
ment of agricultural enterprises in the long term requires further research on the formation of an
optimal structure of marketing costs according to the main marketing complex elements, depend-
ing on the predominant specialization of farms.
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