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CURRENT SITUATION AND DEVELOPMENT PROBLEMS OF OIL AND FAT
PRODUCTION IN UKRAINE

Abstract. The article analyzes the current state, trends and problems of the oil and fat
industry enterprises of Ukraine. The development of these enterprises, the optimal use of significant
processing capacities and retention of leading status of Ukraine in the oil’s export require solutions
to improve production efficiency. .Achieve this goal is possible by improving organizational and
economic conditions and the conducting the modernization of enterprises. Also provides
information about the processing of oil crops and production volume of Ukrainian oil and fat
enterprises. Determined market share of major oil producers. Identified tendencies of development
and capacity utilization, more than half of which is accounted for large industrial groups, and also
the characteristic features in the activity of the enterprises in a highly competitive. Considered the
state of the material and technical base of the enterprises of oil industry rate of renewal and
depreciation of fixed assets.

Keywords: oil and fat industry, production capacity, production volume, production
structure.

boiixo Onvea
COBPEMEHHOE COCTOSIHUE U ITPOBJIEMbI PA3BBUTHUS MACJIO-
ZKUPOBOI'O MPOU3BOJACTBA B YKPAUHE

Almomauuﬂ. B cmampve I’lpO@@@@H AHAIU3 COBPEMEHHO20 COCNMOAHUA, mem)eﬂuud u npoéxzeM,
Komopvle NpUcyuu Npeonpusmusim Macio-HCuposoi npomviuieHHocmu Ykpaunvl. Pazeumue
OAHHbBIX npe()npuﬂmuﬁ, OnmumailbHoe UCNnOAb306AHUE 3HAYUMENTbHBLIX nepepa6amb16ai0u4ux
MowHOCmel U yoepoicanue IUOUpyrowe2o cmamyca YKpaunvl nO KCHOPMY MAcia mpeoyrom
PeULeHUA I’lp05JZ€Mbl noevlUileHUA 94)@6](7’)11467—!007)’114 npous‘eodcmea. ,ZZOCI’I’lule MO0 6O3MOIHCHO
MOJIbKO yayduleHuem opecaHu3ayuORHO-9KOHOMUYECKUX yCJZOGMI:Z u npoeedeHueM ModepHus’auuu
npeonpusmutl. Taxoice npusedeHvl céedeHuss no nepepabomke MACIUYHBIX KYIbmyp U 00beMam
NPOU38EOeHHOU NPOOYKYUU MACI0-HCUPOBLIMU npeonpusmusmu Yxkpaunvl. Onpedenena 001 Ha
PbUIHKE OCHOG6HbIX npous*eodumeﬂeﬁ Mmacen. Buvissnenwi mem)enuuu paseumusl U UCNO1b306AHUA
np0u36000m€€HHblx MOWHOCWIQIZ, bonbwas Nnoao6UHA Komopbulx npuxoc)umc;l HA KpynHsle
npomvlulileHHble cpynnvl, a mMaKace xapaKkmepHovle ocobennocmu 6 oessmelbHOCU npe()npuﬂmuﬁ 6
yciaosusix HCECMKOTL KOHKYpeHYUU. PaCCMOmp€HO cocmosiHue Mamepua]leO-me)CHMIMCKOIZ baszwl
npe()npuﬂmuzl MaCﬂO-chup0601/7 npomvlutlieHHocmu  nmemnbvl obnosnenus u U3HOC OCHOBHbIX
cpedcma.

KiroueBble cjioBa: Macio-KUpPOBask MPOMBIIUIEHHOCTb, MPOU3BOJACTBEHHAsT MOIIHOCTb,
00beM MPOU3BOJCTBA, CTPYKTYpa MPOU3BOICTBA.
boiiko Onvea
CYUYACHHMM CTAH TA ITPOBJIEMH PO3BUTKY OJIIMHO-KUPOBOI'O
BUPOGHUIITBA B YKPATHI
Anomayin. Y cmammi nposedeno ananiz CyuyacHoeo Cmawy, meHOeHyit ma npoonem, sKi
NPUMAMAHHI  RIONPUEMCMEAM  ONIUHO-JICUP0BOi  npomuciosocmi  Ykpainu. Pozeumox Oauux
RIONPUEMCME, ONMUMATbHE BUKOPUCTNAHHA 3HAYHUX NEPepoOHUX NOMY*CHOCMEU ma YMpUMAaHHS
nioupyrouoz2o cmamycy Yxpainu no ekcnopmy onii nompebyromo eupiuienHs npooiemu nioguuyeHHs
epekmusHocmi 8upobHUYMEa. J{OCACHYMU YbO20 MONCIUBO NUULe NOKPAWEHHAM Op2aHi3ayiiHo-
EeKOHOMIYHUX YMO8 MA NPOBedeHHAM MoOdepHizayii nionpuemcms. Takoox npusedero gidomocmi npo
nepepoOKy OnitHUX KyIbmyp ma o00cieam npooyKyii, AKa 8upobieHa  OnilHO-HCUPOSUMU
nionpuemcmeam Ykpainu. Busznauena Oons Ha pumky NposioHux eupoOHuxie onii. Busenemi
meHOenyii po36UMKY ma BUKOPUCMAHHA BUPOOHUYUX NOMYNCHOCMEl, Oibula NONOBUHA AKULL
npunaoae Ha BelUKi NPOMUCIOBI 2pynu, a MAKoNC XapakmepHi 0cobnusocmi 6 OisibHOCHI
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RIONPUEMCME 8 YMOBAX IHCOPCMKOI KOHKYpeHyii. Pozenanymo cman mamepiaibHO-mexHiuHoi 6asu
RIONPUEMCME ONLIUHO-HCUPOBOT NPOMUCTOBOCTI, MEMNU OHOBNIeHHS MA 3HOC OCHOBHUX 3AC00I8.

KawuoBi ciaoBa: oniliHO-KHpPOBa IPOMHUCIOBICTb, BUPOOHHYA MOTYXKHICTB,
BUPOOHUIITBA, CTPYKTypa BUPOOHHUIITBA
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Formulation of the problem in general terms. Economically developed formed and
essential part of Ukrainian manufacturing industry is oil and fat branch, the modern structure of
which is formed by the enterprises (factories, plants, companies) specialized in processing oilseeds
(sunflower, rape, soybean) and the production of oil and fat products.

The development of oil and fat industry enterprises and optimal use of significant processing
capacities require solving the problem of increasing production efficiency, their stable and
maximum load as this will determine the efficiency of using the existing resources and equipment.
Therefore there is a need for a thorough analysis and generalization of the current trends of
functioning of the enterprises which form the oil and fat industry of Ukraine.

Analysis of recent research and publications. An important contribution to the study of
the problems of operation and maintenance of oil and fat enterprises was made by such scholars as
L.V. Babenko, I.V. Dragan, A.M. lvanytska, A.V. Karpenko, M.H. Koretsky, D.l. Nikitchyn, A.A.
Poberezhna, E.A. Shcherbak, O.M. Shpychak, V.V. Yurchyshyn and others.

Highlighting previously unsolved aspects of general problem. Nevertheless, the issue of
developing, increasing the efficiency of oil and fat industry enterprises operation in the current
environment and preventing the loss of Ukraine's leading status in sunflower oil export in the world
need further investigation.

Formulation of objectives. The purpose of this article is to analyze the trends, current state
and problems currently inherent to the companies of oil and fat industry.

Basic material. Oil and fat industry is the most attractive sector of processing industries of
Ukraine. The increasing demand for vegetable oils in the world market encourages active
expanding the domestic refining capacity. Over the past 15 years there have been built 20 plants
producing oil and oil and fat products. There was invested more than 1 billion US dollars into the
development of enterprises. But it was not always like that. In the mid 90's domestic oil and fat
industry was quite fragmented. In this market, there were many plants with obsolete technological
equipment. The paradox of that time was that having enough raw materials Ukraine imported oil.

The turning point for the industry was 1999, when export duty was established for exporting
sunflower seeds from Ukraine at the rate of 23%. This was a favorable condition for the
development of Ukrainian oil and fat industry. During the period of 1998-2012 the capacities for
processing oilseed by Ukrainian companies increased from 2.5 million tons to 12.8 million tons and
there has been growth of major oil and fat products manufacturing.

According to the State Statistics Service about 1200 entities are involved in processing
oilseeds in Ukraine. However, about 92% of oil is produced by 26 plants of high capacity (oil
extraction with the capacity more than 1000 tons per day), which have 27 extraction lines with the
total production capacity of 35535 tons/day and more than 50 companies of low capacity (press
ones with production capacity from 50 to 1000 tons per day) with the total production capacity of
6987 tons/day [1].

As seen from Table 1, according to the results of 2013 the average capacity of the oilseeds
processing enterprises in Ukraine amounted to 13319.6 thousand tons, which is 2.25 times more
than in 2008.

Table 1

Average annual production capacity of the oilseeds processing enterprises, thousand tons

Groups of plants 2008 2009 2010 2011 2012 2013
Extraction 5541,2 | 5805,5 | 7577,9 | 7603,1 | 7867,2 | 11139,5
Pressing 388,6 | 2426,0 | 1506,2 | 1896,2 | 18815 | 2180,1
Together 5929,8 | 82315 | 9084,1 | 9499,3 | 9757,7 | 13319,6




Thus the average annual production capacity of extraction plants during this period
increased by 2.01 times and amounted to 11139.5 thousand tons, while that of pressing plants - by
6.44 times and reached 2180.1 thousand tons. The capacities for processing oilseed by extraction
plants were 10021.3 thousand tons, soybean seeds - 1118.3 thousand tons.

Compared to 2012 the average annual production capacity of oilseeds processing enterprises
increased by 3561.9 thousand tons. This is due to the fact that in December 2012 two new
companies started producing unrefined sunflower oil: Oil Extraction Plant OJSC "Gradoliya™ with
capacity of 700 tons per day and Oil-Press Factory "Vinnytska Ptahofabryka” - 500 tons per day.
And with active development in 2013 of new production facilities at such enterprises as Vinnytsia
Oil Extraction Plant, LLC "Oliyar", " Oil Extraction Plant Satellite ", "Delta Wilmar™ and others.

The key place in the oil and fat industry is occupied by oilseeds processing. The production
base of domestic enterprises allows processing different types of oilseeds, but the leader is the
sunflower, whose relative share in 2013 descended and was 91.7 % (Table. 2).

Table 2
Structure of processed oilseeds in Ukraine in 2008-2013
Oilseeds 2008 2012 2013
type Processing Relative | Processing Relative Processing Relative
volume, share, volume, share, volume, share,
tons % tons % tons %
Sunflower 4042602 95,95 8419054 95,45 7612517 91,70
Soybean 95948 2,28 388401 4,40 574474 6,90
Rape 72952 1,73 1411 0,02 115075 1,39
Flax 1718 0,04 7686 0,09 384 0,01
Mustard - - 3467 0,04 - -
Together 4213220 100,00 8820019 100,00 8305450 100,00

The main activity type of oil and fat production enterprises is oil production. The analysis
shows the increasing amount of production volume over the last six years (Table 3), which is
associated with an increase in the demand for oil both in the foreign market and the domestic one.

Table 3
The production volume by specialized oil-processing enterprises of Ukraine (excluding oil
mills) in 2008 -2013, tons

Product type 2008 2009 2010 2011 2012 2013 2013
in % to
2008
Unrefined oil 1782008 | 2439253 | 2933560 | 3086441 | 3629106 | 3342115 | 187,55
Refined oil 527222 | 537294 | 559480 | 589861 | 593729 | 589154 111,75
Oil meal (cake) 1555750 | 2698035 | 2978936 | 3181352 | 3678782 | 3566301 | 229,23
Phosphatide 4395 5036 5770 7034 6683 5257 119,61
concentrate

Packed oil 374971 | 259932 | 314290 | 336225 | 284749 | 285316 76,09

The data of Table. 2 and 3 show an increase of unrefined oil production during the period of
2008-2013 by 1.88 times. Recently sideline oil processing products become popular — oil meal and
cake. In 2013 their production compared to 2008 increased by 2.29 times and amounted to 3566
thousand tons.

Oil and fat industry produces large amounts of margarine and different types of fats. The
dynamics of their production in 2008 - 2013 is shown in Table 4 and Figure 1.

Table 4

The production volume of margarine, mayonnaise and fat mixtures in Ukraine in 2008 -
2013 tons

\ Product type | 2008 | 2009 | 2010 | 2011 | 2012p. | 2013




Margarine products 315262 | 356690 | 367425 | 364502 | 324789 | 279722
Mayonnaise and sauces 175683 | 162225 | 160552 | 163271 | 179758 | 173823
Hydrogenated fat 75223 104338 | 102520 97513 79244 78318
Spread and fat blends 69039 56670 53299 51956 49038
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Figure 1. Production volumes of oil and fat industry in 2008-2013.

Characteristic feature of the activity of oil companies is the high level of competition that is
due the dynamic development of the existing large companies that sell products under well-known
brands, as well as the creation of new enterprises with foreign investment and significant interests
vested. During the last years powerful specialized oil and fat plants are built in Ukraine - Vinnitsky,
Zaporizky, Odesky, Sloviansky, Chernivetsky; Kharkivsky and Nijinsky fat plants; oil refineries in
Kirovograd, Pology, Dnipropetrovsk, Vovchansk, Poltava.

Since 1993, the Ukrainian market was joined by American manufacturer of sunflower seeds
and oil "Cargill". It started dealing with oil in 2000 after the commissioning of their first sunflower
processing plant built in Donetsk. Five years later the company acquired domestic company
"Chumak™ - sunflower seeds processing plant which is located in the city of Kahovka, Kherson
region.

More than half of the production capacity of oil and fat industry accounts for large industrial
groups, whose share in total production is constantly increasing.

The major players in the oil and fat market in Ukraine are "Kernel Group", "Cargill",
"Bunge", "Creative Group™ "MHP", "Vioil" in the management of which there are large olil
extracting plants (Fig. 2).
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Figure 2. Contribution of major manufacturers of unrefined oil in Ukraine in 2013

These operators have vertically integrated production structure. The system of elevators,
their agricultural companies give them competitive advantages due to the guaranteed supply of raw
materials and cost savings, primarily related to transportation.

The largest part in general volume of unrefined oil production in 2013 held CJSC
"Zaporizky Oliyazhyrkombinat", LLC "Cargill Industrial Complex" (6.4 % each), JSC "Bandurskyy
Oil Extraction Plant” (5.8 %), "Ukrainian Black Sea Industry”, CJSC with foreign investments
"Dnipropetrovsk Oil Extraction Plant" (5.1 % each) And PJSC "Kirovogradoliya" (4.7 %).

Leadership in the market segment of refined oil in 2013 was held by CJSCs with foreign
investments "Dnipropetrovsk Oil Extraction Plant ", whose share in total production is 18.3 %. PE
"Oliyar”, PJSC "Poltava Oil Extraction Plant-Kernel Group” and CJSC "Prykolotne Oil Extraction
Plant" take the shares respectively 9.9 %, 9.2% and 8.2%.

The undisputed leader in the production of unrefined oil Ukraine is a group of companies
"Kernel Group", which started activity in the oil market in 2002 with the acquisition of Poltava Oil
Extraction Plant. In 2006 the company bought the assets of company "Eurotech”, which owned
several factories for the production of oil and trademark "Stozhar." Having boucht another major
producer and exporter of oil - Allseeds group - "Kernel Group"” has strengthened its assets even
more. At present the group includes seven companies: JSC "Oil Extraction Plant Bandursky", LLC
"Ukrainian Black Sea Industry”, PJSC "Kirovogradoliya", "Poltava Oil Extraction Plant - Kernel
Group” LLC "Prykolotne Qil Extraction Plant " PJSC "Vovchansky Oil Extraction Plant " and PJSC
LLC "Ekotrans.” Overall, the share of the group in 2013 accounted for 22.6% of the total unrefined
oil production volume in Ukraine.

It stands to mention the leading Ukrainian integrated agro-industrial company - PJSC
"Creative Group”, which has existed since 1991. Constantly expanding its activity, in 2013 the
company in the production of fats and margarines came in top of 3 Ukrainian sunflower seeds
processors according to the defined capacities and is also one of the leading companies in soybeans
processing. Compared to 2012 the company has increased by half the volume of oil seeds
processing and production of unrefined oil. The market share has increased twice and reached
11.3%. The production capacities of Creative Group are concentrated in Kirovograd region and are
represented by 9 plants.

Secondary processing product in the production of oils is oil meal. Its leading producers are
Industrial Group "Creative™ (10.1 %), LLC "Cargill Plant™ Donetsk city (6.1 %), CJSC with foreign
investments "Dnepropetrovsk Oil Extraction Plant” (5.6 %), JSC "Bandursky Oil Extraction Plant"
(4.8 %) and "Black Sea Ukrainian Industry” (4.6 %).



Margarine in Ukraine is produced by 24 specialized companies. However, a larger
proportion of production (about 70 % of the total volume) belongs to three companies: JSC
"Zaporizky Oliyazhyrkombinat” (31 %), Industrial Group "Creative" (25.9 %) and JSC
"Kharkivsky Zhyrovyy Kombinat™ (13.1 %).

The extension of production capacities led to a shortage of raw materials for processing and
incomplete production capacities utilization. According to the data [1] the production capacity
utilization of oil and fat enterprises for the period from 2008 till 2013 remained at around 75 %

(Fig. 3).
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Figure 3. The production capacity utilization of oil and fat enterprises in 2008-2013, %

In 2013, the capacities were uploaded to 72.8 %, which is significantly less than in 2012.
The capacity loading in processing sunflower seeds was 74.8 %, and in processing soybeans - 72.8
%.

The study held shows that despite the development of oil and fat enterprises, the area still
has a lot of problems, the main among which are the following.

Over the past 14-15 years specific development in Ukraine gained the organization of low
power oil mills (in agricultural enterprises, commercial firms, individuals). The main method of oil
production in these oil mills is pressing. The sequence of technological operations in it (cleaning
seeds of impurities, separation of seeds husk, grinding, heat or damp-heat processing, pressing)
remained virtually unchanged for centuries. The difference of production is only in the application
of presses types: hydraulic, screw, spiked, etc. But press method does not provide the full extraction
of oil from seeds. During the processing of sunflower by oil mills and oil production facilities
belonging to commercial firms or individuals, the yield of vegetable oil is very low - from 28% to
32%. And the quality of this oil does not meet the standard documentation requirements.

The condition of material and technical resources of oil and fat industry enterprises is not
sufficient enough. A significant number of obsolete, inefficient, worn-out equipment is operated in
the area. Slow tempo of updating the active part of fixed assets in recent years have led to the fact
that the share of worn equipment that has been in operation for over 20 years in the industry is more
than 70-80 %.

According to the statistical bulletin "Balance of fixed assets”, in 2011 and 2012 the
percentage of fixed assets depreciation in the industry in general was accordingly 50.3 and 49.3%
% [2].

Among the 26 oil extraction lines, which are currently operating in Ukraine (with the total
capacity of 7.1 million tons of sunflower seed processing per year) for about 40 years and more than



14 lines in operation (54 %), from15 to 30 years - 7 lines (27 %), up to 5 years - 5 lines (19 %).
Thus, most oil extraction lines have been operated for more than 40 years, which is one of the main
reasons for the low competition of the respective companies.

Depreciation and decommissioning of fixed assets is ahead of their commissioning, more
than a third of the equipment worked more than two depreciation periods, the productivity of such
equipment is 2-3 times lower than similar modern equipment of the developed countries.

Outdated and insufficient technical equipment causes the production, such as sunflower oil
from 1 ton of raw materials in Ukraine is 20-30 % less than in the developed countries.

The available options for oil production technology are based on a single mechanism, the
essence of which is in the processing of refined oil by hydration agent. The hydration lines
operating in Ukraine are energy intensive (the power of separator is average 30 kW/h), with
expenditure of cooling water and steam.

Higher prices for fuel and energy resources, as well as the operation of most companies on
customer-supplied raw materials has led to the fact that energy consumption is the decisive share of
their enterprise costs.

One of the ways to increase energy efficiency for oil and fat industry enterprises is the use of
industrial waste - sunflower husk. Previously, it was taken out into heaps, part was given to poultry
for bedding. Today companies made husk processing an industrial process and each year produce
from it about 600-700 thousand tons of pellets, part of which are used for heating the plant, part — is
exported, in particular to Poland. Oilseeds processing enterprises are nearly the only ones who save
a significant amount of gas, replacing it with alternative fuel - husk. Its main advantage is high
calorific value, which is close to coal, and in ash-content is ten times lower, in addition, sulfur
emissions during the combustion of sunflower husk is virtually none, making it environmentally
friendly fuel [3].

The main focus is its burning to obtain thermal energy in the form of steam for ensuring
technical process and domestic needs, which saves considerably the traditional fuel types. Thus, in
2012, the oil and fat plants processed 8419.1 thousand tons of oilseeds and derived 1321.8 thousand
tons of sunflower seed husks. (weighted average yield of husk 15.7 %). When combusting 60 % of
husk in steam boilers 1978.7 thousand Gcal. of thermal energy can be obtained which in terms of
natural gas is about 260 million m?®.

Conclusions. Oil and fat industry of Ukraine is one of the leading ones in agro-industrial
complex of the country. The key part of it is held by oilseeds processing and vegetable oils
production, which can be considered almost zero waste production. The demand for oil not only as
for exported product, but also food and technical product of the domestic market is constantly
increasing, which leads to the increase of processing capacity and production volumes. In its turn,
despite considerable crop and planting acreage, outrunning processing capacity extension have led
to a shortage of raw materials for processing and incomplete production capacities utilization.
Fierce competition between processing enterprises, in its turn, is the factor of maintaining the level
of purchase cost for oilseeds.

Along with large enterprises and considerable investments especial development was gained
by the organization of low power oil mills in agricultural enterprises, commercial firms and
individuals, the disadvantages of which are the low yield of vegetable oil and the noncompliance of
oil quality with the regulatory documents requirements.

The state of material and technical base of small businesses is unsatisfactory. Most part of
their equipment is obsolete unproductive and worn. The productiveness of work on such equipment
is 2-3 times lower than that of modern equipment in the developed countries.

Thus, maintaining Ukraine on top of the global oil market requires the oil-processing
industry enterprises to increase the quality of oil products and make them compliant with European
and international standards. Achieving this can only be reached by improving the organizational and
economic conditions for enterprises modernization, which will transfer the enterprises to a higher
level of technological structure.
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