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THE SUNFLOWER OIL MARKET OF
UKRAINE AND ITS DEVELOPMENT
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Mykolayiv National Agrarian University

The article analyzes the current status of the national market of
sunflower oil, evaluates the balance of national economic interests,
agricultural and manufacturing production and domestic consumption,
and outlines the challenges facing the oil-processing industry at the
present stage of development. The ways to overcome the identified
problems and the prospects of further development of the market of
sunflower oil in Ukraine are selected.

Key words: sunflower oil, oil-processing industry, exports,
consumption fund balance, global market.

Formulation of the problem. In recent years the relationships
between Ukrainian and world sunflower oil market is getting
tighter due to the deepening of the international division of
labor and Ukraine's entry to the world leading oil producers and
exporters. National demand on sunflower oil is only 10-15%, the
remaining 85-90% is exported.

The problems of the agricultural sector, the current trend of
price conjuncture of world food resources, lack of government
attention to the problems of the sector create a foundation for
crisis in the provision of food, including sunflower oil.

Analysis of the recent researches and publications. Such
scholars as Bronin O. V., Domashenko U. V., Pocket S. V.,
Karpenko A. V., Mytchenok A. A. and Nikitchyn D. A,
Osadchyk V. I., Petrov V. M., Plast S. [., Waterside A. A.
Prysyazhnyuk S. V., Szeged S. A., Supihanov G. B. and others
paid attention to the problem of development of sunflower oil of

Ukraine. However, the analysis and development of oil-processing
© Klochan V., Bezpyata I., Zingaieva N., 2017
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industry at the present stage of economic development require
additional coverage.

Aim of the study is to assess the current state of development
of the national market of sunflower oil, the balance of economic
interests, agricultural and manufacturing production and
national consumption and to identify the problems facing the oil-
processing industry at the present stage of development and ways
to overcome them.

Presenting main material. Food security requires
maintaining an appropriate level of food self-sufficiency, which
involves the use of state support for national agricultural
producers and import control measures in order to protect their
own producers from foreign competitors.

Sunflower oil, even in the financial crisis remains highly
profitable and competitive products on both national and foreign
markets. Its production and sales can help solve the problem of
food security and its export-economic security, that is important
in current conditions.

Ukraine continues building up capacities for processing
sunflower, which make it possible to process up to 15 mln. tons of
seeds. In Ukraine there are twenty largest factories that produce
over 80% of the total production of sunflower oil in the country.
Latifundist.com (National ahroportal) together with analysts AR-
group presented the top 10 producers of sunflower oil in Ukraine.
The position of the company in the ranking was determined
according to their market share. It should be noted that in the
ranking of the six leading companies operating in the Southern
region LLC "Kernel" (Mykolaiv region) (1st place ranking (28,4%
share roar), JSC "Cargill" (Kherson region) (5th place — 5,3%),
"Bunge" (Mykolaiv region) (6th — 4,4%) of "Delta Vilmar SND"
(Odessa region) (8th — 3,5%), Glencore International AG (Odessa
region ) (9th place — 2,9%), "Noble Resorsyz Ukraine" (Kherson)
(10th place —2,9%) [4]. Each of these major operators has its own
strategy. For example, "Bunge" is oriented on the national market
that is why they are rapidly developing their brands packaged
refined oil and other products. The company "Cargill" exports
abroad, the lion's share of produced crude oil, "Kernel" swept
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"Olsids Group" and became the largest producer and exporter of
sunflower oil, focuses its activities on both domestic and foreign
trade sectors [5, p. 118].

Such concentration of refining capacity is explained by
favorable climatic conditions of Southern region for growing
sunflowers and access to seaports for fast export of finel products.

Despite the increase in refining capacity and oil production,
including sunflower, decrease oil consumption fund, indicating
the need to assess the efficiency of oil and fat sub country and the
Southern region in particular (Table. 1).

Table 1
Fund of oil consumption, thousand tons

2011y. | 2012 y. | 2013 y. | 2014ty. | 2015%y. 2015t y. in % to
2011 y. | 2014t y.

1 2 3 4 5 6 7 8
Ukraine
Fund of oil
consumption,
thousand tons 625,3 590,5 603,5 561,2 525,1 84,0 93,6
An oil

consumption of
on one person
for a year, kg 13,7 13,0 13,3 13,1 12,3 89,8 93,9

South region

Fund of oil
consumption,
thousand tons 68,7 66,0 66,1 64,5 62,4 90,8 96,7

An oil
consumption of
on one person

for a year, kg 14,7 14,1 14,3 13,8 13,2 89,8 95,7
Mykolaiv area
Fund of oil
consumption,
thousand tons 18,9 17,9 18,0 16,8 15,6 82,5 92,9
An oil

consumption of
on one person
for a year, kg 16,0 15,2 15,4 14,4 13,4 83,8 93,1
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Continuation of Table 1
1 2 3 4 5 6 7 8

Odessa area

Fund of oil
consumption,
thousand tons 35,1 34,0 33,8 33,8 33,8 96,3 100,0

An oil
consumption of
on one person

for a year, kg 14,7 14,2 14,1 14,1 14,1 95,9 100,0
Kherson area
Fund of oil
consumption,
thousand tons 14,7 14,1 14,3 13,9 13,0 88,4 93,5
An oil

consumption of
on one person
for a year, kg 13,5 13,0 13,3 13,0 12,2 90,4 93,8

* It is built by an author on the basis of Government service of statistics of Ukraine data [2]
1 Cited data without the account of the temporally occupied territory of Autonomous Republic of
Crimea and part of zone of realization of anti-terror operation.

The table shows that the downward trend in oil consumption
on average in the southern region coincides with the trend in
Ukraine as a whole. In the region, oil consumption per day
decreased from 14,7 kg in 2011 to 13,2 kg per person per year
in 2015. In the context of regional areas we have to reduce
consumption: in the Mykolaiv region - from 16,0 kg to 13,4 kg in
the Odessa region - from 14,7 kg to 14,1 kg in Kherson region -
from 13,5 kg to 12,2 kg, respectively in 2011 and 2015.

In relation to indexes on Ukraine, then a consumption grew
short from 13,7 kg in 2011 to 12,3 kg on one person on a year
in 2015. It is necessary to notice that in 2015 of consumption of
oil dissatisfies to the set norms of man feed, that presents 13 kg
on one person for a year. Disparity is observed on the Kherson
area in 2015 (12,2 kg). Reduction of consumption on one person
took place on a background reduction of general fund of oil
consumption.
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This tendency testifies to the economic crisis in a middle
country, when through a substantial price advance on sunflower-
seed oil of population it began to limit itself in her consumption
that testifies to unbalanced of population feed. In order to
estimate balanced of industry will analyse data on a production
and processing of sunflower in Ukraine and South region in
particular (fig. 1 and 2).

In 2015 on Ukraine the record amount of sunflower seed —
11,2 million tons was mine-out. But here comparatively with a
previous year the volumes of his processing grew short on 21%.
In the cut of the South region there is the same tendency: most
production of sunflower seed volumes were in 2015 (2,2 million
tons), but here in a financial year comparatively with a previous
year reduction of his processing took place on 20,7%.

12000

10000 | \
é 8000 \ .
:3 6000 - %
g 4000 %

N Production of sunflower seeds, thousend tonnes

= Processing of sunflower seeds, thousend tonnes

Fig. 1 Dynamics of sunflower seed production and processing in Ukraine*

*Is built by an author on the basis of Government service of statistics of Ukraine data [2]
1 Cited data without the account of the temporally occupied territory of Autonomous Republic of
Crimea and part of zone of realization of anti-terror operation.

Also, in 2012 and 2014 the volumes of seed processing
exceeded production volumes both the Ukraine and South region
in particular. It was due to the fact that the most processing plant
of American company "Kargill" in July, 2014 stopped working and
it was to redo in other places near the 1 million tons of sunflower.
Besides, at the end of 2015 company "Bunge" completed the
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construction of new oil processing plant in Mykolaiv marine trade
port. Power of sunflower oil production plant — 2,4 thousand t.
of oil seed on twenty-four hours. Accordingly, a competition at
the market increased considerably. In fact in order to turn the
investments inlaid in these objects, it is needed on a maximum
to load powers from processing. In this case, some companies
will force to extend geography of purchases of sunflower seed,
increasing the cost of commodity delivery.

thousand tonnes
7
J
o
o

2011 2012 2013 2014 2015¢

year
X Production of sunflower seeds. thousend tonnes
': Processing of sunflower seeds, thousend tonnes

Fig. 2 Dynamics of production and processing of
sunflower seed is in the South region*

*Is built by an author on the basis of Government service of statistics of Ukraine data [2]
1 Cited data without the account of the temporally occupied territory of Autonomous Republic of
Crimea and part of zone of realization of anti-terror operation.

Market analysts explain the fact of oil production decline as a
result of raw material suggestion deficit and taking into account
inhibition of agro producers sales in a hope on a price advance,
part of enterprises stopped processing and decided to conduct
repairs, during which they planned to form a raw material supply
for providing of loading of production capacities at the end of oil-
bearing season 2015/16 marketing year.

From Government service of statistics data, beginning from
2014 the supplies of sunflower seed on beginning of period (on
January, 1) had a tendency to the decline that entailed the
slump of processing, but on January, 1, 2017 the supplies of
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sunflower seed in Ukraine presented 6503,2 thousand tons, that
almost on 32% more than upon the same date by a year before
[2]. It allows to forecast, that the volumes of sunflower processing
will increase, if the producers of sunflower will not restrain the
sales of the products. A most competition in this situation will
be companies with good logistic (to make the way between raw
material and ports shorter), with a good infrastructure (more
places of commodity acceptance — more possibility to buy raw
material), with the good financing (percents on hryvnya credits
present to 25% on a year, if producers force to take credits under
such high percent, then will earn banks in such case, but not
agrarians), with a good modern equipment (as usual, important
coefficients on the booty of oil from the sunflower seed, and also
energy efficiency), with possibility to finance a harvest, companies
that will be able to redo soy and beet will get additional possibility
to load the enterprises.

In rating of producers and exporters of sunflower-seed oil
Ukraine on the first place (table. 2, fig. 3)

Table 2
Production of sunflower-seed oil volumes in the
world and rating of countries after them#*

2011/2012 | 2012/2013 | 2013/2014 | 2014/2015
MY MY MY MY ] -
Country o o o o g g
thous. | € | thous. | £ | thous. | £ | thous. c | F| x

tons 4@ tons § tons § tons §
Argentina 1565 | 4 980 | 5 934 5 | 1135 5 |19] 5
China 348 7 476 | 7 481 7 466 7 |28 7
European Union | 2800 3 2544 3 3190 3 3190 3 12 ] 3
India 205 8 220 | 8 210 8 120 10 |34] 8
Kazakhstan 119 10 117 10 133 10 125 9 391 10
Russia 3552 | 2 | 3117 | 2 | 3851 | 2 | 3570 | 2 | 8] 2
Turkey 718 6 769 | 6 845 6 725 6 |24 6
Ukraine 3067 | 1 | 3635 | 1 | 4750 | 1 | 4325 1 4] 1
USA 149 9 196 | 9 197 9 166 8 |35] 9
Other countries | 1160 | 5 | 1026 | 4 | 1203 | 4 | 1241 | 4 |17]| 4

* It is built by an author on the basis of European union statistical service data [7]
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thousand tonnes

Marketing year
=Argentina #Russia vUkraine
Fig. 3 Dynamics of sunflower-seed oil export volumes in the world*

* It is built by an author on the basis of European union statistical service data [7]

On the experts estimations, 2014/2015 marketing year
was exported almost 90% (3866 thousand tons are from 4325
thousand tons from the volumes of home oil), that laid down more
than 60% of world export of sunflower-seed oil [1].

Geography of sunflower oil export from Ukrainian production
broadens constantly. Sunflower-seed oil is exported in 90 countries
of the world. The main consumers of Ukrainian sunflower-seed
oil are remained by India, China, European Union and Africa.
It should be noted that the last years there is a global decline of
world prices on oil. Thus, at the beginning of season 2016/2017
marketing year there is an unique situation in Ukraine, when
export prices go down on sunflower-seed oil, and purchase prices
on the sunflower seed at the internal market remain at stably
high level are 370 - 380 doll. of the USA/ton. A hryvnya equivalent
made 9000 - 9700 hrn.s/ton. But this standard of prices appeared
not just and a market quickly enough corrected prices on a new
harvest to the level 10 000 - 10 800 hrn.s/ton.

At the export market the cost of sunflower-seed oil at the
beginning of September went down to 760 doll. of the USA/ton
on the base of FOB, but all participants of market consent, that
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it too low and sunflower-seed oil of the Ukrainian origin in the
world market is underestimated. Therefore already from middle of
September prices on sunflower-seed oil began to grow in a price
and attained $790 of the USA/ton on the base of FOB. In future,
we expect that a market is stabilized and a cost of sunflower-
seed oil will be near to $790 - 800 of the USA/ton on the base of
FOB [6]. An unstable situation at the currency market force an
agricultural commodity producers to hold the sale of raw material,
(in particular, seed of sunflower) in expectation yet higher prices.

At the beginning of 2015 in Verkhovna Rada of Ukraine there
was the registered bill Noe 1837 from 26.01.15 about making
alteration in Law of Ukraine "On the rates of the exported (export)
duty on the seed of some types of oil-bearing cultures", that
envisaged of abolition an exported (export) duty on the seed
of sunflower [3]. Abolition of the exported (export) duty on the
seed of sunflower and mass export of source of raw materials of
industry enterprises not only will not give additional receivables
to the budgets of all levels, and, vice versa, will result in the stop
of considerable part of enterprises of Ukraine oily-fatty industry,
especially enterprises of the small and middle powers located
in small district cities and settlements through a decline in a
production and export of oil, as a result workplaces will be lost
and considerably a receivables will grow short in the state budget.

Incredibly effect the change in tax laws — abolition of the so-
called special treatment will influence to the market from the in
payment of VAT agro producers. It, first of all, will change the
structure of grain trading from Ukraine. On sunflower-seed oil,
from the point of view of sales, compensation of VAT will not
influence on the whole, but a price will change, rules of playing
the market, attitude of farmer toward a sale.

According to new tax rules a farmer must to pay VAT in a
budget recover "oxygen" to the shadow market of seed. The so-
called shallow "dairies" that before bought raw material for a
farmer for cash can not survive the competition of — foremost from
the point of productivity view: their level of oil booty and cleaning
quality strongly yield to the effective middle or large plant that
works with the observance of all production standards. Thus for
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a farmer, actually, there will not be sense to sell off products
for cash. It, in the end, substantially will revitalize a market and
will do it transparent. For today the shadow market of seed is
estimated to 2 million tons, and it very quite a bit in the conditions
of cutthroat competition of processors for raw material.

Conclusions. Without regard to all political and economic
negative, on the certificate of experts, annually the Ukrainian
agricultural sector grows the production of crops and hence, and
consequently, and an exportincreases. To begin going out on the new
level of development, we need to search new markets accordingly.
For example, the new is conquered by the Ukrainian agribusiness
the market of China already bought 14 % our sunflower-seed oil.
The increase of the presence at the market due to enlargement of
enterprises gives an opportunity to the home producers to dictate
the terms both at the market of raw material and at the market of
the prepared products, and, accordingly, to regulate profitability of
production and reduce influence of competitors.

By another method of oily-fatty enterprises survival at the
high-competition internal market there is creation of own source
of raw materials a complex for loading of present powers from
processing of oil-bearing cultures on enterprises. Also the further
process of integration of the Ukrainian oil-bearing market in
world is set before producers by a pressing question, in our case
problem, upgrading and competitiveness of oily-fatty products.
As, it must the Ukrainian enterprises that are most producers
and world exporters of oily-fatty products have the opportunity
to compete not only in quality of products but also at price.
It envisages a permanent improvement and optimization of
productive processes for the increase of production efficiency and
decline of prepared unit cost.
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B. B. KnouaH, I. B. be3zn'sata, H. €. 3iHraeBa. PUHOK COHSILUHMKOBOI oJ1il B
YkpaiHi Ta nepcneKTuBmn ioro po3BUTKY.

Y cTatTi npoaHanizoBaHo CyyYyaCcHWI CTaH PO3BUTKY BITYU3HSIHOMO PUHKY CO-
HSLWHUKOBOI 0J1ii, NpoBeAEHO OUIiHKY 6aiaHCy €KOHOMiYHUX IHTEPECIB AepXaBu,
CinibCbKOrocrnoAaapcbKoi Ta nepepobHoi cchep BUpOb6HMYTBaA Ta BHYTPILLHbOIro Cro-
XnBada, a TakoxX OKpecseHO npobsemu, siKi nocranam nepes oaifHonepepobHo
raay33t Ha Cy4YacHoOMy eTari po3BUTKY. BU3Ha4yeHO Lasxu noAosaHHsI BU3Ha4ve-
Hux rpob6siemM Ta nepcrnekTnByu noAasblioro pO3BUTKY PUHKY COHSILLHWKOBOI OJ1ii B
YkpaiHi.

Knro4oBi cnoBa: COHSILWHMKOBA 0J1isl, onifiHonepepobHa rasy3b, €KCropT,
GoHA crioxunBaHHs, 6aaHC, CBITOBUI PUHOK.

B. B. KnouaH, W. B. becnarasi, H. E. 3uHraesa. PbIHOK MnofCOJ/IHEYHOro
Macsia B YKpanHe v nepcrieKTuBbl €ro pa3BHUTHS.

B cratbe npoaHann3npoBaHO COCTOSIHWE OTEYECTBEHHOrO pbIHKa MoAco/i-
HEeYyHoro Macna, rnpoBefeHa oueHKa 6anaHca 3KOHOMUYECKMX MHTEPECOB rocy-
AapcTBa, CeJ/IbCKOXO035IMICTBEHHON M nepepabateiBaroljes cgpep npon3BoaCcTBa
M BHYTPEHHEro rnotpebutess, a Takxe 00603HayeHbl rpobsieMbl, CTOSLME rie-
pea macnornepepabatbiBaroljesi 0Tpac/blo Ha COBPEMEHHOM 3Tare pa3BUTUS.
OnpeaesnieHbl NyTn NpeoaoseHNs oripedeseHHbIX npobaeMm u nepcrneKkTuBbl Aaslb-
Hevilero pa3BuTnsi pbiHKa noAco/IHEYHOro Macsa B YKpauHe.

KnroyeBble csioBa: r1o4cosiHeEYHOE Macso, MacsornepepabarbiBarolas
oTpacsb, 3KCrnopT, poHa noTpebaeHns, 6anaHc, MUPOBOI PbIHOK.
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