BaLTIiC JOURNAL OF ECONOMIC STUDIES

Vol. 3, No. 2, 2017

THE STATUS AND PROSPECTS OF THE ORGANIC
AGRICULTURAL PRODUCTS MARKET IN UKRAINE

Oleksandr MASLAK"

Sumy National Agrarian University, Ukraine

Abstract. The modern agricultural market is characterized by an increasing demand for higher quality agricultural
productsandfood.Thus certified organic production was launched in Ukraine, which prohibited the use of chemically
synthesized components, genetically modified organisms, etc., and labelling requirements for such products
were established. However, experiencing both external and internal demand, the market for organic products in
Ukraine is developing slowly. The subject of study focuses on the theoretical, methodological, and practical aspects
of forming the organizational-economic basis of organic agricultural products market development in Ukraine.
Methodology. Methodological support for the study is based on dialectical and systemic approaches to the study
of economic phenomena and processes of formation of the organizational-economic bases of organic agricultural
products market development. General scientific and special methods are used, in particular: methods of analogies
and comparisons, systematization, statistical and economic, calculation-constructive, program-oriented. The aim of
the research is to identify the state of organic agricultural products market in Ukraine and prospects of its further
development. The defined goal led to the following tasks: a study of the current state of organic production in
Ukraine is carried out; set of problems that hinder its further development are defined; the possible scenarios of
this market are identified; prospective tasks, solution of which will contribute to the further development of the
market of organic agricultural products in Ukraine, are outlined. According to the results of the conducted research,
the following conclusions are made: the tendencies of organic market development in Ukraine are investigated; it
is found that the lack of a proper legislative and regulatory framework, a lack of modern market infrastructure, and
effective mechanisms of its functioning are holding back the further development of this market; one of the more
acceptable scenarios for the society of possible development of this market is chosen; the priorities that need to
be dealt with are identified. As a result, it is necessary to develop an appropriate regulatory framework and carry
out its implementation according to the EU requirements, to create an efficient business environment, to provide
training on the requirement of this market, to promote the dissemination of information to potential consumers
and producers about the benefits of organic products for the further development of organic market in Ukraine.

Key words: organic products, organic products market, problems, perspective development.

JEL Classification: Q13,Q17,Q18

Therefore, there is a need to undertake a research and
identify limiting factors in the development of this
market and the priorities that require urgent solutions.
The purpose and objectives. The aim of the study is
to identify the condition of the organic agricultural
products market in Ukraine and prospects of its
further development. The defined goal determined the
formulation and the need to solve the following tasks:

1. Introduction

The modern agricultural market is characterized by
an increasing demand for higher quality agricultural
products and food. Increasing demands for the
quality of food has arisen due to the strengthening
of the application of synthetic agrochemicals in the
production of traditional products, environmental
pollution, improving environmental awareness of

the population. Thus certified organic production
was launched in Ukraine, which prohibited the use
of chemically synthesized components, genetically
modified organisms, etc., and labelling requirements for
such products were established. However, experiencing
both external and internal demand, the market for
organic products in Ukraine is developing slowly.
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a study of the current state of organic production in
Ukraine; the determination of problems that hinder its
further development; definition of possible scenarios of
the market development; the outlining of perspective
tasks, solving of which will contribute to the further
organic agricultural products market development in
Ukraine.
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Methodology. Methodological support for the study
is based on dialectical and systemic approaches to
the study of economic phenomena and processes of
formation of the organizational-economic bases of
organic agricultural products market development.
While studying the status and trends of the domestic
market for organic products, methods of analogies and
comparisons, and statistical-economic, calculation and
constructive methods are used. In determining the
scenarios of the possible development, the priorities of
this market program-oriented method are additionally
applied.

Information base of research are legislative and
regulatory acts, statistical and economic materials,
and reports of the State Statistics Service of Ukraine,
Ministry of Agrarian Policy and Food of Ukraine,
Federation of Organic Movement of Ukraine, scientific
information from the Internet, information bulletins
and analytical surveys, scientific works of domestic
and foreign researchers, results of the author’s own
observations.

2. Analysis of recent research and publications

The features of domestic and world organic products
market were researched by such scientists-economists
as V. Artysh, G. Bezus, N. Borodachev, H. Willer,
J. Gorchakov, D. Gorshkov, T. Dudar, T. Zaichuk,
N. Zinovchuk, I. Kirilenko, L. Kelcher, M. Kobets,
A. Mazurova, I. Milovanov, Pisarenko, A. Rudnitskaya,
A. Sahota, A. Skidan, N. Fedorov, A. Khodakovskaya,
A. Khodus, K. Holger, A. Shubravska, M. Yusefi and
others. However, the constant changes in the world and
domestic agricultural markets, the existence of problems
that hinder further development of the market of
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organic agricultural products in Ukraine require further
research in this field.

3. Market trends for organic products

Traditional food dominates the domestic Ukrainian
market while organic products play a secondary role. It is
confirmed by the research of the Federation of Organic
Movement of Ukraine and the data of the State Statistical
Service of Ukraine. By the end of 2015, the cost of the
domestic consumer market of organic products reached
almost 18 million euros or 3 euros per capita. For
comparison, total retail trade turnover of food products
during this period amounted to 426,1 billion hryvnias or
atthe average exchange rate of the NBU 2422,87 hryvnias,
for 100 Euro 17,6 billion euro. That is, the share of organic
products in the domestic market of Ukraine is about
0.1 percent. However, in recent years, the consumption of
organic products is constantly growing, especially in large
cities. In 2010, the Ukrainian market of organic products
was estimated at 2.4 million euros; in 2016 it rose to
21.2 million euros, i.e. 8.8 times, or every year, almost by
2.4 million euros (Organik v Ukrayini, 2016; Derzhstat
Ukrayiny, 2016). (Fig. 1).

The filling of the internal market in organic products
was due to the increase in operators in this market
and expansion of certified areas required for growing
organic crops. In 2002, in Ukraine there were 31 organic
farms, cultivating 164,4 thousand hectares of arable
land (Fig. 2) (Organik v Ukrayini, 2016).

In subsequent years, there was a gradual increase in
the number of domestic organic farms and lands in their
cultivation. According to the Federation of Organic
Movement in Ukraine in the period from 2005 to 2015,
the total number of organic farms has increased to 210,
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Fig. 1. Domestic consumption of organic products in Ukraine (Organik v Ukrayini, 2016)
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Fig. 2. Dynamics of the main indicators of organic production in Ukraine (Organik v Ukrayini, 2016)

or almost 3 times. The area of certified agricultural land
in Ukraine used for the cultivation of organic products
reached almost 411 thousand hectares in 2015. In
comparison with 2010, it is by 1.7 times bigger amount.
Overall, the share of Ukrainian certified organic area is
about 1% of the total agricultural land. This fact gave
Ukraine an opportunity (with the availability of certified
organic acreage of arable land) to take first place in the
Eastern European region and to strengthen its position
in the top twenty of the world's leading countries in
organic production (Organik v Ukrayini, 2016).

The size of organic farms varies from tens of hectares
to several thousand hectares. Now the average size of a
certified organic farm in Ukraine is less than 2 thousand
hectares, which is significantly more compared to
similar households in other countries. However, with
the spread of labour-intensive areas of organic products
production, small farms began to develop. Itis confirmed
by trends in the development of organic producers over
the last ten years. In 2005, the average size of organic
farms amounted to 3.4 thousand hectares while in 2013-
2014 it decreased to 2.2 thousand, in 2015 to 2.0 ha.
In future, growth in the number of organic producers
is expected at the expense of small and medium farms
(Organik v Ukrayini, 2016). Grain crops, legumes, and
oilseeds occupy the largest share in the structure of the
organic cultivation of agricultural products (Fig. 3).

Vegetables, fruits, herbs, grapes, melons are grown
in smaller areas. Besides, at the beginning of 2016,
540 thousand hectares of wild plants were certified in
Ukraine (Organik v Ukrayini, 2016).

Among the organic products vegetables and fruits,
juices, cereals, flour, milk and milk products, meat and
meat products are in greatest demand among domestic
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Fig. 3. Structure of organic production in Ukraine
(Organik v Ukrayini, 2016)

consumers. Product sales occur through supermarket
chains, specialty stores, and, more recently, via the
Internet (Maslak, 2016).

Ukraine has significant potential for export of organic
products. Experts estimate the annual opportunity
from the sale of such products in foreign markets up
to EUR 50 million. Now the main buyers of Ukrainian
"organics" are Germany, Austria, Poland, Italy, France,
Netherlands, Denmark, Switzerland, USA, and Canada.
Demand is growing every year. Grain, oilseeds, beans,
berries, fruits and wild plants are mainly exported to
these countries. Besides, the range of organic products
is constantly expanded and updated with sunflower
and essential oils, concentrated apple juice, nuts, jams,
syrups, and birch juice (Organik v Ukrayini, 2016).

However, Ukraine has not yet formed the appropriate
legislative and regulatory framework that will provide
for the protection of producers and consumers of
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these products, the regulation of the state. The modern
infrastructure of the organic products market in
Ukraine is characterized by the absence of a sufficient
number of certified warehouses for storage of products,
the processing enterprises for the production of organic
food products, as well as intermediary structures for
logging and supplying of organic products on domestic
and foreign markets.

4. Scenarios of further development

In the future, development of Ukrainian organic
products market will happen according to one of three
possible options. According to the first variant, the
main production of organic agricultural products will
be concentrated in medium and large enterprises and
sold mainly in the foreign market. The selling of raw
materials will dominate in this case, not food fit for
consumption. Besides, small companies interested in
organic production for the domestic market will be
created. The state will play a minor role in supporting
the development of organic production. In such case,
organic production will grow at an average annual rate
of the past five years.

The second variant will increase the volume of
state support of organic agriculture development and
development of appropriate infrastructure; the main
attention will be paid to the development of organic
production in the small-scale farms, in particular,
the establishment of specialized family farms and
the creation of service cooperatives on their basis.
Mentioned facts will contribute to filling the domestic
market with organic products, willincrease employment
in rural areas, however, will not allow full expansion of
the potential for organic production in Ukraine.

The third variant is to create the conditions to ensure
the integrated development of the organic market,
providing for the rational development of a competitive,
diversified organic agriculture, favourable investment
environment through a partnership of government and
business. This will create the proper legal framework
of activities harmonized with the EU legislation,
will develop the processing industry and market
infrastructure. The following phenomena will provide
the opportunity to increase organic production, its sale
in the foreign market and filling the domestic market.
To solve the existing problems and determine the
priorities for the further development of this segment of
the market, it is better to choose the third variant as one
that best meets the interests of society as a whole.

S. Priority directions of development

For the further development of organic production in
Ukraine, it is necessary to solve individual tasks. First,
to develop an appropriate regulatory framework for the
state regulation of development of this market. This
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requires the implementation of the organic legislation
of Ukraine to the European Union legislation, ensuring
clear and transparent rules for the functioning of the
organic sector, considering state support for such
production and sales. Besides, it is necessary to create
and support public authorities for the institutional
development of organic agricultural products market at
the national and regional levels.

Secondly, to create an efficient business environment
and promote the development of organic trade. This
requires the implementation of socio-economic
incentives for the growth of trade volumes and quality
of organic products in domestic and foreign markets,
protection of consumer rights from unfair competition,
and formation of a positive image of Ukraine on an
international level.

Third, to provide training specialists of organic
production and sales. It is necessary to develop and
implement an appropriate program of training specialists
in a bachelor degree, master's degree and granting of the
state support for their implementation.

Fourth, to promote the dissemination of information
about organic products and their promotion in the
potential segment of the domestic market. This requires
raising awareness about organic products among
consumers and producers through the introduction of
a systematic approach and state support in the sphere of
communications. In addition, it is necessary to spread
the knowledge among agricultural producers about
the peculiarities of organic production by providing
consultations, conducting seminars, conferences and
other outreach events.

The solution of these tasks will contribute to the
increase in the number of enterprises for the production
of organic products; expansion of the certified land
suitable for maintaining such a production, sales growth
of organic products in the domestic and foreign markets.

6. Conclusions

According to the research results, the following facts
should be noted. The market for organic products
in Ukraine is developing slowly. It is confirmed by
the annual increase in the number of operators in
this market, the area of certified land suitable for the
cultivation of such products. A consequence of it is the
annually growing volumes of consumption of organic
products in the domestic market; increasing the range
of such products.

However, further development of the organic market
in Ukraine is constrained due to the lack of address
specific problematic issues. Among them, there is a lack
of proper legislative and regulatory framework, a lack of
modern market infrastructure and effective mechanisms
of its functioning.

Therefore, the possible scenarios of further
development of organic products market in Ukraine
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are defined; the more acceptable among them is a
comprehensive development of this market in the
interests of society that involves the formation of a
competitive, diversified organic agriculture, favourable
investment environment through a partnership of
government and business. For the further development
of organic market in Ukraine, it is necessary to develop
an appropriate regulatory framework, to guide the
implementation of the EU requirements, to create an

efficient business environment, to provide training
on the requirement of the market, to contribute
information to potential consumers and producers
about the benefits of organic products.

Further research and development should be aimed
at improving the legislative base of production and
circulation of organic products, the development of
models and mechanisms of organic production at the
regional and national level.
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Anexkcanpp MACJIAK
COCTOAHNE W NEPCMEKTUBDI
MnrPOAYKUWI B YKPAVNHE

AHHoOTauuAa. CoBpeMEHHbIN arpapHbli PbIHOK XapaKTepPU3yeTcAa POCTOM Crpoca Ha 6onee KauyecTBEHHYIO
CeNbCKOX03ANCTBEHHYI0 NPOAYKLMIO Y MPOAOBOSNbCTBYE. B CBA3M € 3TUM B YKpavriHe Obino HauaTo cepTudULMpoBaHo
NPOW3BOACTBO OPraHNYeCcKo NPOAYKLMM, TPU KOTOPOM 3anpeLLeHO UCMNONb30BaHNE XUMNYECKN CUHTE3NPOBaHHbIX
COCTABNALLWWMX, FeHeTNYeCKn MOANOULNPOBAHHBIX OPraHU3MOB W T.JA. @ TaKKe YCTaHOBJIeHbl TpeboBaHWA
K MapKupoBKe TakKoW MpoAyKuuu. BmecTte C Tem, Mpu HanmMumMm BHELIHEro U BHYTPEHHEro Crnpoca, PbIHOK
OpraHnYeckor NPoayKUMY B YKpanHe MefieHHO pa3BuBaeTcs. [IpedmMemom ucc/ie008aHuUs n3bpaHbl TEOPETUYECKIE,
METOAMNYECKNE UMPAKTNYECKMNE aceKTbl GOPMIMPOBAHMA OPraHM3aLMOHHO-3KOHOMNYECKX OCHOB Pa3BUTUSA PbiHKA
OpraHNYeckom CenbCKOXO03ANCTBEHHON MpoayKuun B YKpanHe. Memodonozauyeckoe obecneyeHue uccie008aHusA
OCHOBBIBANOCh Ha AMaNeKTUYECKOM U CUCTEMHOM MOAXOAAX K N3YyUEHUI0 SKOHOMUYECKNX ABJIEHWUI 1 NPOLLeCccoB
bopMMpPOBaHMA OPraHN3aLNOHHO-9KOHOMMYECKMX OCHOB Pa3BUTUSA PbIHKA OPraHNYeCKOWN Ce/IbCKOX035CTBEHHOM
npogykuuu. NMpu npoBegeHUN NccnefoBaHNUA NCMONb30BaHbl OOLLIeHAYYHbIe U CrieLanbHble METOZbI, B YaCTHOCTH:
METOAbl AHAMOMMA 1 CPaBHEHWI, CUCTEMATU3ALMIA, CTAaTUCTMKO-OKOHOMUYECKMI, PACYETHO-KOHCTPYKTUBHDIN,
nporpammHo-LeneBoi. Llesb uccie0o8aHus npefycMaTpriBana BblIBiEHWE COCTOAHMA PblHKA OpraHMYecKkomn
CeNbCKOX03ANCTBEHHON MNPOoAyKUMM B YKpamHe M NepcrnekTMB ero AasnbHenwero pa3sutua. OnpepeneHHas
uenb obycnoBuna pelleHve ciefyowmnx 3afay: NpoBefeHne UCCieoBaHNA COBPEMEHHOIO COCTOAHUA PbIHKA
OpraHuyeckor NpoayKLMm B YKpanHe; yCTaHOBIIEHVE Npobnem, KOTOpble CAEPXKMBAIOT ero pa3BuTUe; onpepenieHre
CLeHapusi BO3MOXXHOIO Pa3BUTUS 3TOTO PbIHKA; 0003HauYeHre NepCrneKkTUBHBIX 3afady, PeLleHre KOTopbIX byaeT
CNoco6CTBOBaTb fJajibHENLLEMY PAa3BUTUIO PbIHKA OPraHMYeCcKOW CEeNbCKOXO3ANCTBEHHON NpoayKuun B YKpanHe.
Mo pe3ynbTaTam NPOBEAEHHbIX MCCEA0BAHNI NOyYeHbl CleAyoLLVe 8b/800bI: NCC/IE0BAHO TEHAEHLMM Pa3BUTHKA
pblHKa OpraHUYeckon NPoAykuun B YKpauHe; YCTaHOBNEHO, YTO OTCYTCTBME Hajfexallei 3akoHodaTenbHOW
N HOPMATUBHO-MPABOBOW 6a3bl, COBPEMEHHON PbIHOYHON MHGPACTPYKTYpPbl U AENCTBEHHbIX MEXaHW3MOB ee
bYHKUMOHVPOBAHWA CAEPXKUBAIOT flaNbHelllee pa3BuTMe STOro PbIHKa; BbIOpaH OfWH 13 CLieHapueB BO3MOXKHOMO
6ornee nNpuemnemMoro Ajs obuiecTBa Pa3BUTKA ITOO PbiHKA; 0603HaueHbl MPUOPUTETHbIE 3afauu, TpebytoLre
rnepBooYepenHOro peweHus. Kak pesyismam pgna panbHeNWero pa3BuTus pbiHKa OpraHnYeckon NpoayKuumn B
YKpaunHe HeobxoaMo pa3paboTaTb HagsleXKallyo HOPpMaTBHO-MPaBOBYO 6a3y 1 NPOBEAEHSA e€ MIMIEMEHTAL N
c TpeboBaHuamn EC, cdopmupoBaTb [feiicTBeHHOe 6U3Hec-cpefy, obecrneunTb NOArOTOBKY CreuuanvcToB
COrMNMacHoO ¢ TpeboBaHUAMM 3TOrO PbIHKA, CNOCOOCTBOBaTL PACMPOCTPAHEHNIO MHGOPMALUN ANA NOTEHLMANbHBIX
notpebutenei n NPon3BoOAUTENEN O MPENMYLLECTBaX OPraHNYeCKON NpoayKLUN.

PbIHKA OPTAHMYECKOW CEJIbCKOXO3ANCTBEHHOM
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