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COMPETITIVENESS OF UKRAINIAN OILSEEDS
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Summary: The article contains investigation of evaluating the competitiveness of
the oil industry  in  Ukraine and  determination  of  its competitive  advantages to
ensure their effective development. Characteristics of Ukraine’s oil branch in the global market
are clarified.
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AHoTauisi: B crarTi npoBeneHo 10CIiKEHHS 00 OIIIHKY KOHKYPEHTOCIIPOMOXKHOCTI
oNiiiHOT ramy3i VYKpaiHM Ta BM3HAUYEHHS 11 KOHKYpPEHTHHX IIepeBar, CIpPSIMOBaHMX Ha
3a0e3neueHHs iX €(QEeKTUBHOTO PO3BUTKY. 3’sICOBAHO OCOOIMBOCTI MISIIBHOCTI OJIHHOI ramysi
VYKpaiHu Ha CBITOBOMY PUHKY.

Ku11040Bi cj10Ba: KOHKypeHTHI IlepeBaru, KOHKYpEHTOCIIPOMOXHICTb, OJIIHHI KyJIBTYPH,
CBITOBUI PUHOK.

AHHoTanusi: B cTarbe npoBeIeHO UCCIIEOBAHUE 110 OLIEHKE KOHKYPEHTOCIIOCOOHOCTH
MacJIMYHOW OTpaciau YKpauHbl U ONPEACICHUS €€ KOHKYPEHTHBIX IPEUMYILECTB, HAIIPABJIEHHBIX
Ha obOecneueHne wux AGOEKTUBHOTO pPa3BUTHUS. YTOUYHEHBI OCOOCHHOCTH JEATEITHLHOCTH
MacJIMYHOW OTpaciv YKpauHbl HA MUPOBOM PBIHKE.

KitoueBble cjioBa: KOHKYpPEHTHbIE IPEUMYINECTBA, KOHKYPEHTOCIOCOOHOCTD,
MAacJIMYHBIE KyJIbTYpPbl, MUPOBOM PBIHOK.

Growing oilseeds is an important part of strategy of economic development.
During the last decade, there has been a steady trend to expand acreage of oil crops
in agricultural enterprises due to their growing utility as compared to other crops.
Ukraine is a leader in the production of sunflower seeds, providing in some years
15-16% of its global volume. Production of soybeans and rapeseed has been
ignored by farmers so far, but in recent years it has also started to develop
dynamically.

Relevance of the topic is also determined by the fact that the way to
overcome the crisis, which Ukraine's agriculture is going through today, runs
primarily through the production of competitive products for both domestic and
foreign markets, which meets the consumer's purchasing power and is also cost-
effective for the manufacturer. This can be achieved through an integrated
approach to production, processing and merchandising of plants and general
implementation of the latest scientific and technological achievements.

In order to assess competitiveness foreign scientists tend to use Relative
Export Advantage Index (RXA), Relative Import Penetration Index (RMP) and
Relative Trade Advantage Index (RTA) [1, p. 85; 2, p.102]. To assess
competitiveness of domestic oilseeds and products of their processing we
calculated indices of relative trade advantage to certain types of products, which
are major for export specialization of our country. The period selected for
investigation (2001 - 2008) makes it possible to trace the dynamics of changes in



competitiveness of certain types of oilseeds and products of their processing during
the time indicated.
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Fig. 1. Comparative analysis of relative competitive advantage indices of
domestic sunflower seeds [5, 6].

For many years the most competitive Ukraine’s oilseeds were sunflower
seeds. Relative trade advantage index for this culture throughout the period under
analysis was positive (except for 2005 and 2008). The highest index was
observed in 2003 (RTA index was 57.5) and the lowest — in 2008 (RTA index was -
1.73) (Fig. 1.).This can be accounted for by high export competitiveness of
Ukrainian sunflower and virtually no imports of this crop to Ukraine. However, in
recent years, import of high-quality sunflower seeds to Ukraine has increased.
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Fig. 2. Comparative analysis of relative competitive advantage indices of
domestic soybean seeds [4].

Soybean seeds are also competitive oilseeds in Ukraine, although not quite
assunflower and rapeseed. Relative trade advantage index for soybean
seeds during the period was positive (except 2002). The highest index was in 2007
— 1.265, and lowest in 2002 —-0.081. Unfortunately the




competitiveness index decreased in 2008 (0.492) compared to 2007 (1.265)
(Fig. 2.).
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Fig. 3. Comparative analysis of relative competitive advantage indices of
domestic rapeseed [5, 6].

In recent years, the competitiveness of Ukrainian rapeseed has
significantly increased, which is caused by the growing demand for this kind of
product in the world market and increasing its production in Ukraine. Thus, the
index of relative trade advantages of rapeseed has grown for the last five years
from 0.77 in 2003 year to 32.19 in 2008 (Fig. 3.). This trend results from
increasing export competitiveness of domestic rape. To date, the most competitive
oilseeds in Ukraine are rapeseeds.

Although oilseed market is competitive, we have to pay more attention to
oil and fat production so that Ukraine will not become a raw material
appendage. The world demand for vegetable oils continues to grow. The main
reason for this is established to be increased consumption of vegetable oils in
China and India which was abolished the export tax on vegetable oils and reduced
domestic prices [3, p. 23]. Ukraine should continue supporting the trend to increase
production of rapeseed and soybeans in the structure of oilseed market and reduce
the area under sunflower to science-based volumes, increase its productivity. In 3 -
5 years this will help to increase the production of oilseeds by 1.5 times, which, in
turn, will positively affect competitiveness of the industry. The entire amount of
produced seed should be processed in Ukraine because the available power
processors permit this [4, p. 18].

In addition, rape refers to those plants that can be used for reclamation of
radioactive polluted land. This is an important factor for Ukraine, given the
consequences of the Chernobyl accident. A specific feature of rape is that only a
small portion of heavy metals and radionuclides get into seeds, since almost all of
them accumulate in the stems. Rapeseeds from the polluted area can be used for
production of oil and subsequent production. Stems with radioactive substances



can be subjected to recycling. Thus, the land of the Chernobyl area can be cleared
of radioactive substances with gaining economic benefits [4, p. 18].

With the current indicative prices for high quality rapeseed of 220-360
U.S. dollars in a market economy relations, economies have a stable and reliable
source of financial income and considerable potential for improving the logistics
support — plant protection, machinery, fertilizers, fuel and lubricants, etc. — by
concluding barter agreements. Moreover, increasing production of rape contributes
to the introduction of new processing plants, and this in turn results in job creation
and effective using of available human resources, especially in rural
areas. Perspective is the growing rapeseed for export. At the average price 180 of
U.S. dollars per ton and the yield of 1.5 tons per hectare, it is possible to obtain the
profit of 1500 USD cash from each hectare. Thus, rape is a profitable export crops.

Research results prove that the main types of oilseeds and products of their
processing belong to competitive products. Significant fluctuations in exports of
Ukrainian oil crops in different years have been observed. This factor cannot be
called positive. This gives evidence to the fact that Ukraine has no permanent
segments in the global oil market, the competitiveness of its products is mainly
influenced by prices and largely depends on external markets. Therefore, we
recommend the following strategy for oil crops sector: maintenance of existing
positions and increasing competitiveness by intensifying production.
Intensification can be provided by means of implementation of technologies and
modernization of the industry’s fixed assets, which will improve the yield and
quality of oil crops and reduce production costs.

Therefore, to develop its competitive potential, Ukraine should use three
main advantages that distinguish it when compared to similar countries: the large
size of the domestic market, relatively high level of education of labour force and
high potential to innovate.
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