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MARKET CONDITIONS OF FEEDSTOCK BASE FORMATION AT THE
PROCESSING ENTERPRISES OF OIL AND FAT INDUSTRY

Enhancement of the eificiency of competitive industries of Ukraine’s national
economy is an important factor in overcoming socio-economic crisis and providing
conditions for increasing revenues and improving welfare of the country. Further ef-
fective development of oil and fat industry of Ukraine depends on solving of a number
of current issues, including the improvement of organizational and economic mecha-
nism of relations between the members of the agricultural market in order to seek di-
rections of forming a rational resource base of oil and fat processing enterprises.

Political, social and economic situation in our country is still in crisis. Under
such conditions, economic research related to planning and forecasting of socio-
economic development of the country, some regions and sectors of the national econ-
omy are significantly complicated. However, support for the economic security re-
quires a systematic analysis of macro- and microeconomic indicators aimed at efiec-
tive respond to current and potential economic challenges and threats.

Food security of Ukraine requires maintenance of food supply of the population,
which guarantees socio-economic and political stability in the society, stable devel-
opment of the nation, families, individuals, and sustainable economic development of
the country [1]. Therefore, economic security of the state includes efficient function-
ing of competitive and export-oriented industries of the national economy of Ukraine
[2]. Oil and fat industry of Ukraine is among such industries, and its effective func-
tioning must be ensured by the complete, non-stop supply of the basic feedstock —
oilseeds.

Products of oilseed processing have been widely used in paint and vanish, textile,
canning, soap, and medical industries. Seed of oil crops is used for feed production in
animal husbandry. Mayonnaise, sauces, margarine, sunflower, soybean and rapeseed
oil are mostly used for food purposes. According to medical health regulations, a per-
son should consume at least 13.2 kg of vegetable oil during a year. International and
national demand for oilseeds and their products remains unsatisfied, which is an im-
portant factor in high investment attractiveness of oil and fat industry.

The development of mutually beneficial economic relations between the compa-
nies of oil and fat industry is complicated by economic imbalances in the economic in-
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terests of oilseed producers, processors and intermediaries as well as economic rela-
tions between them.

The system of economic relations covers relations between partners (organiza-
tional, financial, technological) and production-contract relations (production, har-
vesting, processing, sales, agro-service) as well as the economic mechanism of devel-
opment and improvement of relations in oil and fat industry.

Economic motivation for the development of integration processes between par-
ticipants of any production sub-complex is a need to satisly economic interests of the
integration entities. A key to effective and close cooperation of partners of agro-
industrial integration is, above all, consistency and realization of their interests [ 3].

In fact, oil and fat industry is functioning under the conditions of organizational
separation of its chains. Such conditions do not let processing enterprises form feed-
stock base, create a sustainable system of economic relations between agricultural
and processing enterprises of the industry, which have the only economic interest, i.e.
obtaining of a maximum profit following the principle “here and now”.

The basis of market relations between oilseed producers, its providers, proces-
sors and trade structures are product prices, tariifs for services (transportation, stor-
age, processing), conditions of mutual settlements, material interests and responsi-
bilities for the obligations taken and so on. That is what largely determines the possi-
bility of profitable business activity, establishment of strong economic relations, and
fulfillment of obligations.

The presence of different kinds of intermediaries is an essential element of the
market of agricultural products and processed products in all market economies.
However, their activity is estimated rather ambiguously: on the one hand, they can re-
lease oilseed producers from the functions of sales, save their money on selling, per-
form trade operations by qualified personnel, provide faster and cheaper movement of
oilseed and products of its processing from producers to consumers, but, on the other
hand, agricultural enterprises lose direct contacts with the markets, the presence of
intermediaries causes significant unjustified increase in the cost of feedstock and fin-
ished products. The necessity to sell processed products through intermediaries is ex-
plained by the organizational and administrative barriers (lack of advanced wholesale
market of oilseed and its products, marketing services and other market infrastruc-
tures, underdeveloped information support of the market prices and producers), which
slows down and complicates the process of product movement to the final consumer,
settlements and payments.

There are three groups of oil seed processing enterprises that operate within oil
and fat industry. The first one is represented by the specialized companies producing
vegetable oil and other products, i.e. oil and fat plants or industrial complexes. The
second group includes small companies producing vegetable oil, i.e. oil mills that are
departments of plants for which vegetable oil production is not the main activity and
oil mills that operate independently. The third group consists of manufacturers of oth-
er fat products — margarine and soap factories and industrial complexes.

The world oilseed market conditions, despite export duty on sunflower seed, let
producers and intermediaries export it profitably. However, strictly adhering to its ob-
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ligations, Ukraine as a member of the World Trade Organization and contender for
the association with the European Union every year reduces export duty, which in
1999 was 23%, in 2003 — 17%, now — 9.1%. In 2026 export duty is going to be
cancelled [4].

Extensive inirastructure of feedstock storage is an important factor of the for-
mation of oilseed feedstock base. A network of grain elevators and grain companies as
well as private storehouses owned by oilseed producers operates in Vinnytsia region.
Services on oilseed storage are carried out on the basis of direct contracts between
sellers and buyers of services (storage contracts). The majority of contracts are con-
cluded on terms of “Franco-elevator”, i.e. transportation of oilseed to the storehouse
is done by the consumer’s transport.

Evaluation of activities of the regional enterprises engaged in storage and prima-
ry processing of oilseed shows that exceptional opportunities of oilseed storage allow
companies to impose economically or technologically unjustified prices for services.
Therefore, producers are forced to sell feedstock immediately after harvesting losing a
lot in price or storing oilseed in their own storehouses, which greatly reduces its quali-
ty and price. When the price of storage services is reasoned, producers store the seed
at the nearest elevator complexes.

Feedstock base formation in oil and fat processing agricultural enterprises re-
quires advancement of functioning of all parts in the system “production-harvesting-
processing-marketing of the processed products”. The development of mutually
beneficial economic relations between the companies of oil and fat industry is compli-
cated by economic imbalances in the economic interests of oilseed producers, proces-
sors and intermediaries. Further studies should be devoted to the issues of investment
support of the efiective mechanism of organizational and economic relations in oil and
fat industry of Ukraine.
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