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The article analyzes the dynamics of grain crops produc-
tion in Ukraine in terms of gross crop yields, crop yields and
sown arcas during 2012—2016. It is proved that the situa-
tion regarding the state of the raw material base significantly
influenced the development of the domestic market of bread
and bakery products. The main tendencies of the bread and
bakery market development and dynamics of their produc-
tion are investigated. The main factors influencing consumer
demand, and reasons for its decrease are analyzed. The
consumer preferences and taste preferences of the buyers are
determined. It is noted that the market of bread and bakery
products has considerable potential and develops in the
direction of the main world trends, one of which can be
considered the production of frozen bread

The export and import of bread and bakery products in
both physical and value terms during 2014—2016 were in-
vestigated, prospects of export development were outlined,
as well as factors contributing to its development.

The main operators of the bread and bakery market in
Ukraine in 2017 are analyzed. It is substantiated that in the
struggle for their consumer companies will use the whole
powerful arsenal of their own competitive advantages. Di-
fferentiated promotion in the maternal regions, support for the
recognition and loyalty of brands, the formation and deve-
lopment of recognition in other regions, the formation of a
culture of consumption of highly prescription bread varieties
are just some aspects of the strategic plans of powerful
companies aimed at retaining their buyer and expanding the
target market of enterprises. It is determined that the main
competitive advantage will remain the guaranteed quality of
bread, a wide range of popular varieties of products against
the background of introduction of new types of products.

It is proved that in the future the development of compe-
tition in the market of bread and bakery products will take
place in two directions — both vertically and horizontally.

Given the European experience, the advantages and
disadvantages of the functioning of mini-bakeries for the
production of mass bread varieties have been identified as
an alternative to powerful companies in the present.
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PUHOK XNIBA | XJ1IBOBYJIOYHUX BUPOBIB YKPAIHM:
TEHAEHLII, NPOBJIEMU TA NEPCNEKTUBU PO3BUTKY

JI.B. Crpamnncbka
Hayionanvuuii ynigepcumem xapuoeux mexnHonoziti

Y cmammi npoananizoeano Ounamixy 6upoOHUYMEA 3ePHOGUX KYIbMYD 6
Vrpaini wo0o eanoeozo 360py, ypocatinocmi ma niowgi, 3 Axol 3i0pano epoxcail,
npomsazom 2012—2016 poxis. Jlocniooceno ocHO8HI meHOeHYil pO36UMKY DUHKY
xniba ma xai6o6ynounux eupobdie, OUHAMIKY X 8UPOOHUYMEA, PaKmopl eniuey Ha
CROJICUBYHUTI NONUM. 3 0270y HA ICHYIOWY CUMYayilo 6 Kpaini ma NpuduHu cno-
HCUBAHHA HaceneHHAM Vrpainu Ginbut deutego2o xaiba ma xiiba cepeOHvol YiH08oT
xamezopii. Busnaueno cnoacugui npiopumemu ma cMaxosi ynooooaHHs noxynyis,
excnopm ma iMnopm xaiba i xni6o0yiouHux eupobie y HamypaibHOMy ma eapmic-
Homy eupazi ¢ 2014—2016 pp., oxpecieHo nepcnexmuu po3eUmxy excnopmy 6
MAHOYMHBOMY, @ MAKONC YUHHUKY, WO CAPUSMUMYMb PO3GUMK) eKCHOPHIY.

Bemanoeneno ocnoenux onepamopie punky xaiba i xaibobyrounux eupobie &
Vrpaini cmanom na depesennv 2017 poky. Obipynmosano, o y 60pomuii 3a c6020
CROJICUBAHA  KOMMNAHIT OyOymb  GUKOPUCHOBYE8AMU  6eCb  NOMYICHUI  ApCeHan
GIACHUX KOHKYpeHmHuX nepeeae. Jlugepenyiiiosane npocysants 6 MamepuHCorux
pecioHax, niOMPUMKA 6Ni3HAHHS | TOAIbHOCTI MOP20BENIbHUX MAPOK, (POPMYEAHHS
i pO36UMOK GMI3HAHHA 6 IHWUX PeCiOHAX, (POPMYSAHHA KYIbMYPU CHONCUBAHHS
BUCOKOPEYENMYPHUX COPMIE Xniba — ye juuie Oeaxki acnexmiu CHPAMeiYHUx
MIAHI8 NOMYIICHUX KOMNAHIH, WO CAPIMOGAHI HA YMPUMAHHS C6020 NOKYNYs ma
PO3ULUPEHHS YITbOBO2O PUHKY NIONPUEMCHIE.

Jloseoero, wo 6 mailbymHboMy PO3GUMOK KOHKYPeHYIl Ha puHKY Xaiba i x1i6o-
OynouHUX 6Upobie byoe 8i00ysamuca y 080X HANPIMKAX — AK NO GePMUKANLI, MAK i
no 20pu3oHmMal.

3 0enady Ha esponeticbkuii 00CEi0 BUHAYEHO Nepesazit ma HeOONiKu PYHKYio-
HYBAHHSA MIHI-NEKAPeHb 3 GUPODHUYMEA MACOGUX COPMIG Xuiba K AlbMepPHAMUGH
HROMYIHCHUM KOMAAHISM 8 YMOBAX CHbO2OOCHHSI.

Knrwwuoei cnosa: xni6 i x1ibo6ynouni 6upobu, pieenb cnoxcueanus xiiba, xuioo-
nexapHi NiONPUEMCmed, CMAaHOApmu AKOCHI, OnmuMi3ayis eupoOHUYmed, cno-
IHCUBHUTL NONUM, MIHI-NEKAPHI.

Formulation of the problem. Bread and bakery products — a special kind of
food for domestic consumers, which occupies a priority place in their diet. By
providing up to 40% of the total caloric content of the food ration of the
population, the production of bakery products can be considered as one of the
strategic sectors of the economy of the country, which has significant potential.
However, the tendencies of recent years, in particular the reduction of purchasing
power of the population, military actions in the East of the country, the trends of
healthy eating, the impact of world trends make their adjustments to the
development of the relevant market.
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Analysis of recent research and publications. In contemporary economic
literature, the problems of the development of domestic food markets in general, as
well as the market of bread and bakery products, in particular, are devoted to the
works of such outstanding foreign and domestic scientists as O. Belarus, V. Boyko,
P. Borschevsky, V. Vlasova, A. Zainchkovsky, Z. llyina, O. Korbut, O. Goychuk,
B. Paskhaver, M. Petrovich, P. Sabluk, A. Sen, V. Topihi, I. Usashchova,
L. Chernyuk and many others. At the same time, an uncertain number of urgent
problems remains due to the fact that, on the one hand, the current situation in the
state, on the other hand, is influenced by global trends in development.

The aim of the study. The purpose of the article is an analytical assessment of
the current state of the domestic market of bread and bakery products, the study of
existing problems with its functioning and outline further directions of perspective
development in view of the impact of world trends.

Presentation of the main results of the study. For a long time Ukraine was
considered a breadbasket not only of Europe but also of the world. However, the
realities of today testify to the reverse trends in the production of both main types
of agricultural crops and the production of bread and bakery products.

The dynamics of gross harvesting, yield, and sown area during 2012—2016 is
presented in Table 1.

Table 1. Cereal production in Ukraine

Years
2016 in %
2012 2013 2014 2015 2016 02015
Gross collection, ths. Tons
Wheat from it | 15762,6 22279.3 241140 265321 26043 4 98,2
winter 151318 21863 .4 234980 259374 25320,7 97,6
spring 630,8 4159 616,0 5947 7227 121,5
Rye from it 676.,8 6377 4780 391,1 391,6 100,1
winter 675.3 6330 4732 386,7 389,2 100,7
spring 1,5 4,7 48 4.4 2.4 54,6
Yield, centners of 1 hectare of assembled area
Wheat from it 28,0 33,9 40,1 38,8 42.1 108.,5
winter 28,0 34,1 40,2 38,9 422 108,5
spring 27.5 274 38,1 35,1 38,7 110,3
Rye from it 22,7 22.8 25,8 25,9 27.3 105.,4
winter 22,7 22.8 25,8 25,9 27.3 105,4
spring 214 24,7 30,1 27.8 26,3 94.6
The area from which the harvest is harvested, thousand hectares
Wheat from it | 56297 6566,1 6010,6 6839,5 6189,1 90,5
winter 5400,1 6414,1 58490 6670,1 6002,5 90,0
spring 2296 152,0 161,6 169,4 186,6 110,2
Rye from it 2978 279.3 185,1 150,8 143,6 952
winter 297.1 2774 183,2 1492 1428 95,7
spring 0,7 1,9 1,9 1,6 0,8 50,0

* Agriculture of Ukraine 2016 Statistical collection. — Kyiv : Derzhkomstat of Ukraine,
2017. — P. 104—105.
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According to the data in the table 1, the gross wheat harvest in recent years has
been steadily increasing, with the exception of 2016, when compared to the
previous vear, this figure was 98.2%. As for the gross rye harvest, there are reverse
trends. And although compared to 2015 in 2016, this indicator was 100.1%, but
compared to 2012, the gross amount of rye decreased by 1.7 times in 2016.

The yield of wheat and rye tended to increase, so during 2012—2016 the
increase of this indicator amounted to 28.0 to 42.1 centners per hectare of
harvested area, while the vield of rye also increased from 22.7 to 27, 3 quintals per
I hectare of assembled area.

As for the crop area, from which the crop was harvested, then, based on Table.
1, it can be stated that the area under cultivation for wheat during 2012—2016
tended to increase from 5629.7 thousand hectares to 6189.1 thousand hectares, but
compared to 2015, in 2016, they decreased by 9, 5%. Sowing area under rye has a
reverse trend. During 2012—2016 they decreased from 297.8 thousand hectares to
143.6 thousand hectares, compared with 2015, the reduction was 4.8 per cent.
Thus, the reduction of the crop area under rye, and with it, and the reduction of its
gross collection, shows that Ukraine has lost the status of the world grain state.
Although in this situation it is necessary to take into account the military-political
and climatic conditions that significantly influenced production and crops.

This situation with regard to the status of the raw material base has significantly
influenced the development of the market for bread and bakery products, the
dynamics of which is presented in Fig. 1.

1400
1200
1000
800+
600 —
400 -
200
2000 2005 2010 2015 2016
BWheat bread Rye bread wheat and wheat-rye bread
m Bakery products u Dietary bread
® Another bread

Fig. 1. Dynamics of production of bread and bakery products of short shelf life, t

Fig. 1 certifies the processes of reducing the production of bread and bakery
products during 2000—2016 in all product categories, but market experts state that,
against the background of a decrease in the production of rye flour, demand for rye
bread, whose production has increased and reached 8.1 thousand tons in 2016. At
the same time raw materials for such bread, unfortunately, have to be imported: if
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in 2014—2015 the purchase amounted to only 9 thousand tons, then in 2015—
2016 indicators have already exceeded 21.2 thousand tons, of which for the three
months of 2016 (July—September) imports amounted to 12, 4 ths. t.

The economic crisis, as well as the consequences of military actions in the east
of the country and a decrease in the supply of products to the Russian market,
provoked a decline in the production of bakery products in Ukraine in 2017 by
10% compared with 2016. In addition, the increase of the minimum wage from
01.01.2017 to 3 200 UAH. provoked an increase in taxes that should be paid by
enterprises.

By region, most of the bread and bakery products are produced in the Dnipro-
petrovsk, Kyiv, Kharkiv and Zaporozhye regions.

Analyzing the market of bakery products, experts of the Economic Discussion
Club noted that the reasons for the reduction of bread production in Ukraine
doubled in comparison with the 2000 figures were the following:

- reduction of sales markets in the Crimean peninsula, Donetsk and Luhansk
regions;

- the emergence of a powerful shadow market segment: bakery products and
bread are sold in kiosks registered as individual entreprencurs, or even without
registration. Due to this, they can reduce the cost of production, which is usually
produced under unsanitary conditions and can not meet any quality standard.
However, as it is profitable, the shadow segment of the market is about 60% of the
total production of bakery products;

- Many supermarkets in Ukraine specialize in producing their own bakery pro-
ducts, but this production is not fixed.

Based on these trends, statistics on the quantity of bread produced in Ukraine
are not completely reliable.

In 2016, the consumption of bread and bakery products by the population of
Ukraine amounted to 101 kg per person per year, which corresponds to rational
consumption standards.

The main factors affecting demand are price policy, household incomes and
unemployment rates, as well as flour production. In recent years, there have been
clear trends in the reduction of houschold incomes and the number of consumers;
rise in price of the main raw material (flour, sugar); growth of other expenditures in
the structure of expenditures of households (utilities, transport, etc. without parallel
income growth); lack of incentives to grow individual producers.

Bakery products are products of prime necessity, therefore this segment is less
vulnerable, and in general demand for them remains relatively stable. However, for
today, buyvers are limited in terms of purchasing opportunities, which is clearly
reflected at the consumption level. In particular, the segment of so-called elite
types of bread (for example, bread with nuts, dried apricots, etc.) has undergone a
significant decline in sales — about 30—40%.

There is a clear tendency to increase consumer demand for mass inexpensive
types of bread. However, some companies do not believe that it is necessary to give
the consumer the bread of low-quality mass consumption, in order to keep the
consumer alone. Some manufacturers are inclined to think that it may be more
appropriate to lose a certain part of the consumer audience, but you can not lose the
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quality of the product, which, accordingly, correlates with its value. This approach
will not only keep the product quality level, trust in the trademark, but also allow
business to be profitable.

Recently, Ukrainians have become more interested in non-traditional varieties:
woodless, bread, mixed with old recipes; bread with minerals and so on. Such
varieties are slightly more expensive than traditional ones, so sales are less,
although most experts believe that part of new products will increase.

The part of the bread products is increasing due to the popularity of healthy
cating: dictarybread and therapeutic and prophylactic, with the addition of cereal
mixtures, bran, fructose, honey, nuts, with additives of vegetables and fruits.

Bread is a universal product that is in demand in all categories of consumers. In
recent years, the so-called “social bread” has appeared, but the definition is not
correct, since this product is produced according to traditional recipes.

The revival of ancient recipes for the production of bread and bakery products is
due to the growing popularity of the national and exclusively Ukrainian. The
activation of a healthy lifestyle caused the emergence of new varieties of bread,
which are mainly produced in accordance with the TC of enterprises, but are no
less in demand.

The habit of young people to eat on the go and a wide assortment of fast food
made popular pita bread — both Georgian and Armenian. Still a popular bread
product on the tables of compatriots remains a baton.

The bread and bakery market has a significant potential and is developing in the
direction of the main world trends. One of such promising directions was the
segment of frozen bread, as well as frozen croissants and layers with different
kinds of filling. In particular, the company “Khlibodar”, responding promptly to
market demand and trends in its development, has created a unique modern
production of “Jeff Sey Baker Productions”, the main advantages of which are:

- qualified staff;

- wide assortment of products;

- shock freezing system;

- high-tech equipment;

- use of “clean zone™ technology.

The demand for frozen bakery products is more concentrated in large cities of
Ukraine, and the main volume of sales of products on the domestic market falls on
the B2B segment.

However, as experts point out, no buyer at the present time is insured against
buying low-quality bread. The reason for this may be not only overdue goods, but
also the composition that most manufacturers do not specify. Unfair commodity
producers use low-quality raw materials (contaminated or overdue flour) to make
cheaper the cost of the final product, produce bread with simplified technologies,
which can significantly accelerate the production process. This adds flavors,
stabilizers, flavor enhancers, rinsers, dyes. The only positive product that satisfies
the requirements of retail chains — it can long lie on the shelves, without losing its
appearance.

Exports of bread and bakery products during 2014—2016 are presented in Fig. 2.
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Fig. 2. Export of bread and bakery products in commodity and money terms
in 2014—2016

As shown in Fig. 2, the export of bread and bakery products during the men-
tioned years tended to decrease both in natural terms and in terms of value, but
from the end of 2016 other tendencies became apparent: Ukraine gradually
develops the European market, and more advanced management systems are being
introduced at the plants. In addition, solutions are implemented to increase the
efficiency of production through automation and organization of ongoing
(continuous) production.

The main buyer of Ukrainian agricultural products and bread is Asia. In
particular, in March, China issued a special edition of the Food to China magazine
devoted to food products produced in Ukraine. And although the main products
exported to Asia — carbonated beverages, beer and confectionery, the bread and
bakery products occupy a significant place in this ranking.

Due to the abolition of customs duties, their markets open up the European
Union, but they are difficult to gain due to high standards of quality, and high
competition requires significant investment, which can not afford all enterprises.

In 2016, Ukraine increased its exports to Moldova of cercal and grain products
worth more than $ 17 million.

In order to expand the export of own products, most enterprises have developed,
implemented and certified the HACCP Food Safety Management System. HACCP
is an organized approach to the identification, evaluation and control of factors that
threaten the safety of food products throughout the life cycle of products. The
safety management system based on the principles of HACCP is now obligatory in
all countries of the European Union. Therefore, in most enterprises at least once a
year, an internal audit of the HACCP system is carried out with the aim of
checking the existing HACCP system and eliminating the revealed inconsistencies
in its functioning. However, enterprises that ship a substantial part of their products
to export and are interested in expanding their own products exports, certify their
products in accordance with other standards. In particular, the products of the
company “Khlibodar” are supplied to the markets of 18 foreign countries, monthly
shipments of 120 tons of bakery products. Therefore, individual assortment of
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items in accordance with the requirements of consumers were certified in
accordance with the standard “Halal”, and in the company’s plans — further
certification of products to meet the standards of “Kashrut™.

Imports of bread and bakery products during 2014-2016 are presented in Fig. 3.
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Fig. 3. Imports of bread and bakery products in commodity and money terms
in 2014—2016

As shown in Fig. 3, the import of bread and bakery products during the years
also tended to decrease both in natural terms and in terms of value, which is a very
positive factor in view of the achievement of rational consumption standards by the
average Ukrainian.

Consequently, due to lower purchasing power of the population, devaluation of
the hryvnia, loss of the Russian market, the production, export and import of bread
and bakery products decreased significantly during 2016 compared to previous
vears. Significant influence also had other factors — reduced investment attrac-
tiveness, increased competition, lack of revolutionary solutions and technologies.
Significantly reduced the cost of manual labor. It is clear that manufacturers in
such conditions are forced to prefer manual labor and secondary equipment,
neglecting the risks of their use.

For today the market of bakery products is represented by assortment of various
bakeries. Note that the increase in prices for communal services and raw materials
affected the value of bread and bakery products and led to a decrease in the number
of bakery enterprises — or to their transition to an illegal status.

During all years of Ukraine’s independence, bread remained the most regulated
state product. To date, the Resolution No. 1548 of 1996, which allows local autho-
rities to fix prices for goods of a social group, has not expired. The price of bread
presented on the shelves of stores consists mainly of flour (about half of the cost),
gas and clectricity (from 4 to 15% depending on the enterprise) and wages of
employees (up to 7%).

The main operators of the bread and bakery market in Ukraine as of March
2017 are presented in Table 2.
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Table 2. The main operators of the bread and bakery products market

Ne Producer Market share, %
1. Lauffer Group (“Odesa Korovai”, Bread Factory “Saltovsky”, 6,45
“Donbasskhlib”, “Khlibinvest™)

2. Kyivkhlib PJISC 6,42

3. TM “Kulinichi” (Kiev-Kharkiv) 4,73

4. PJSC Concern Khlibprom 3.33

5. TM “Khlibodar” 3,11

6. Samtak Ltd. 1,75

7. “Joint Venture LL.C” “Bread Factory Ne 10” (Dnipropetrovsk) 1,47

8. Shadow market 38,78

In the future, in the struggle for their consumer company will use the whole
powerful arsenal of their own competitive advantages. Differentiated promotion in
the mother regions, support for the recognition and loyalty of the brand, the
formation and development of recognition in other regions, the formation of a
culture of consumption of high-prescription bread varieties are just some aspects of
the strategic plans of powerful companies aimed at retaining their buyer and
expanding the target market of enterprises.

The main competitive advantage will remain the guaranteed quality of bread, a
wide range of popular varietiecs of products against the background of the
introduction of new types of products. In order to preserve freshness, aroma and
crunch, there will be an increase in the number of products packed in modern paper
eco-packaging, as well as polypropylene packaging — Flow-pack and packages
with clips (europackets) with printing. Consequently, the possibility of increasing
the share of packed profit for most companies in the future will be considered as
one of the marketing strategies, focused on a specific category of trade and the
corresponding segment of consumers.

One of the effective means of reducing production costs is energy conservation.
This is the improvement of the existing equipment, and the installation of new -
more economical, and this applies not only to the main equipment, but also to the
subsidiary. Particular attention will be paid to the mechanization of production, the
use of current-mechanized lines, not only for the production of bread, but also for
other bakery products. However, the most effective will remain the increase in
capacity loading, as the increase in volumes leads to a reduction in the cost of each
unit of production, plus a properly organized logistics system.

Given the realitics of today, one can safely predict that in the future the
development of competition in the market of bread and bakery products will take
place in two directions — both vertically and horizontally.

On the one hand, increasing competition horizontally will anticipate compe-
tition between powerful producers, which, by competing among themselves, will
increase the quality of products produced, develop new technologies, modernize
production, innovate, develop new types of products, following the development of
world trends, introducing into production new marketing and management systems.
On the other hand, over the last years, the shadow market, which is a small mini-
bakery that attracts consumers, is developing at an accelerated pace not by the
variety of product range and quality, but by the low cost of its own products.
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In particular, European practice shows that in virtually every locality there is
such an infrastructure, an integral attribute of which is a mini-bakery. Currently, in
Ukraine, the practice of opening mini-bakeries as closed (outside the village with
delivery at points of sale) and open (directly in the store, supermarket, mall) format
has become widespread. Most market operators confirm further tendencies of the
growth of the number of bakeries of a small format, namely the productivity up to
0.3 tons of dough per shift. Such mini-bakery places both in small villages, thus
preventing local demand in bakery products, as well as in stores, supermarkets,
shopping malls in district centers or small towns, thus replacing a third-party supplier
(which usually has a large bakery or bakery ) with its small production in place.

Given the current situation in the country, the economy of the mini-bakery is
most in demand: with equipment, firstly domestic production, and secondly, it is
used and refurbished equipment of European production, and thirdly, it is an
affordable new equipment of the European production.

It should be borne in mind that the domestic production of bakery equipment in
Ukraine on the quality of implementation, unfortunately, is at an early stage. When
choosing domestic equipment for their future mini-bakery, one must clearly
understand that the stability of such equipment will be at an intermediate level —
that is, maintenance will be needed more often than in the case of the European
one. However, there are also advantages that are seen as very significant for a
domestic average entrepreneur. First of all, it’s a price that is cheaper on the
domestic equipment than the European one. Secondly, this is the ease of use of
technology, and even with certain failures, repairing domestic equipment is much
casier than in the case of European ones. Third, it is a start-up capital, because for a
domestic average entrepreneur it is one of the most important moments, which
plays a key role in the rapid launch of the production of bakery products, in
contrast to a mini-bakery with quality European equipment, but in a few years.

Conclusions

The development of the bakery market, as well as in any other direction,
depends on the country’s economic development and inflow of investments. The
economic downturn in 2008 and the war in eastern Ukraine significantly reduced
the desire of entreprencurs to master both the bakery and any other segments to
stabilize the situation. However, in order to increase profits and promote their own
products in the market, bakery enterprises will have to increase the number of types
and varieties of cereals, as well as modernize their production, increasing the shelf
life of products and improving packaging design.

According to the results of the conducted analysis, there is a noticeable shift in
demand for cheap bread, therefore the production of social and mass varieties is
increasing, and their share of production has increased. Bread varieties with low
acidity (among rye and wheat varieties) are in demand. Among bakery products,
buyers prefer high-calorie products, in the formulation of which there is an
increased content of sugar and margarine.

As a whole, it is obviously that the bakery market needs to be developed by
optimizing production in line with demand. This will allow the establishment of
economically justified prices for products and, accordingly, will stimulate
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agricultural producers to increase the yield of grain crops in order to obtain a stable
profit, even at the expense of reducing sown areas.

Expanding the range and increasing the export share in the sales structure will
take place due to the launch of new products on the market, and cooperation with
the sales networks will be based on the high professionalism of the employees,
which will allow the most effective interaction at each stage of cooperation. Client-
orientation will enable to respond promptly and take into account consumer tastes
and traditions. And dynamic development with high-tech and flexible production
will allow to adapt quickly to market trends.
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