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Beckynckas E. B. BHedpeHue npuHyunos ycmoiivueo2o paseumus
Ha npednpuaMUAX MacaoXuposoli PomMblwaeHHOCMU

[MpoaHanu3upPosaHsl Mpu OCHOBHbIE COCMABAAIOWUE KOHYenyuu ycmol-
YUgo20 PA3BUMUSA: IKOHOMUYECKOe passumue, COYUANbHAA UHKK3USA
U cocmosHue okpyxatoweli cpedel. O6OCHOBAHA UeaecoobpazHocmb
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yuli u Ho8bIM 00X00AM 8 102UCMUKE.
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At the end of the twentieth century humanity faced glob-
al economic, demographic, political problems, increasing pov-
erty and rapid depletion of natural resources. Considering the
current environmental situation, humanity has gradually come
to realize the real threat of the ecological disaster, which is not
a contemporary phenomenon but consequences of implement-
ing the modern model of humanity development. In order to
solve these problems, the concept of sustainable development
was created, which currently has no alternative and is a unique

complex combining recommendations and goals to solve three
interrelated tasks: achievement of economic growth, environ-
mental protection and social inclusion.

The concept of sustainable development has been widely
elaborated for more than 30 years and is aimed at the establish-
ment of balance between satisfaction of current human needs,
including their need for healthy and safe environment, and
protection of interest of future generations. This concept has
already become the basis of action programs of all developed
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countries directed towards meeting the challenges of our time;
improving conditions of life; providing economically efficient,
socially fair and environmentally friendly development. Ac-
cording to Henrietta Moore [2], the fact that the goals of sus-
tainable development relate not only to the developing world
but to every single country, makes this concept crucial and rep-
resents a huge opportunity to rethink our approach to achiev-
ing prosperity globally.

In Ukraine the concept of sustainable development is not
widespread enough because of many reasons: weak informa-
tion support, financial disability to ensure improvements con-
cerning the issues of social and environmental, political and
economic instability, etc. The term «sustainable development»
is often used only to define a steady growth of economic indica-
tors of the country, its regions, cities, and individual industries.
Sometimes there also included unsystematic measures to pre-
serve the environment and improve health and living condi-
tions of people. However, there is no research and programs
that would connect the three aspects of sustainable develop-
ment: social, environmental and economic.

The issue of sustainable development has been studied by
many scientists, both Ukrainian and foreign ones: L. A. Kviatk-
ovska [5], O. V. Shubravska [15], O. V. Fedun [12], M. A. Khve-
syk [13], ]. Sachs [3], H. Moore [2] and many others. However,
sustainable growth of oil and fat enterprises requires more
thorough investigation.

In order to elaborate the best strategies for the develop-
ment of the national economy, factors that improve and slow
down the economy have to be analyzed. The aim of the research
is to develop practical recommendations and approaches to the
implementation of principles of sustainable development in the
oil and fat companies.

As far as the Ukrainian economic development strate-
gies are concerned, it should be noted that Ukraine remains
behind most Western countries in terms of strategic planning
of economy and implementation of these strategies. Accord-
ing to S. I. Tkalenko [10], Ukraine does not have an adequate
and clearly defined economic strategy. In her thesis she high-
lighted the most popular strategies, which can be economically
efficient: «Ukraine 2020: strategy of national modernization»,
«Strategy of innovation development of Ukraine for 2010-2020
in the context of global challenges» and «Strategy for sustain-
able development «Ukraine-2020».

The last one was adopted in 2015. It envisages four vec-
tors for the development of the country, implementation of
62 reforms and specifies 25 key performance indicators to
evaluate the progress of the reforms and programs. No won-
der that under conditions of the current military conflict in the
East of the country, the basic indicators relate mainly to the
military and state sectors, as well as to social welfare. How-
ever, the fact that the document was approved shows that the
Ukrainian government is capable to act under crisis and adapt
the economy and society to the modern needs, cope with the
structural disadvantages and give an adequate response to the
global challenges.

The strategy should include vertical and horizontal in-
tegration. Vertical integration is caused by the need to comply
with the strategies of all other national and regional programs.
Horizontal integration is a more complex system, when there
is a combination of ecological, social and economic aspects of

the so-called «ecologization» of all spheres of society. In many
EU countries horizontal integration emerges in the creation of
interdepartmental institutions responsible for the implementa-
tion of the sustainable development strategy.

The «Strategy for sustainable development «Ukraine-
2020» deserves attention, but it covers a huge amount of re-
forms and programs, which can be a real challenge for a coun-
try in such a difficult economic and political state. Moreover,
most indicators in Paragraph 4 of the Strategy [6] raise doubts
in terms of their achievement.

According to the «Strategy of innovation development of
Ukraine for 2010-2020 in the context of global challenges», the
growing dependence of national economy on external factors,
including the negative ones, limited and expensive energy re-
sources, the need for more rational use of resources and work-
force should serve as an incentive for transition of the national
economy to the standards of economically safe production and
consumption to ensure sustainable economic development in
general. As a result, we can see that sustainable development is
extremely important and inevitable for Ukraine because of the
globalization processes and its striving for European integra-
tion.

First of all, let’s consider the three aspects of sustainable
development of Ukraine and analyze their current state. One
of the most important sustainable development goals is social
inclusion. According to the World Bank, social inclusion is the
process of improving the terms for individuals and groups to
take part in society — improving the ability, opportunity, and
dignity of people, disadvantaged on the basis of their identity.
As we can see from the structure of GDP of Ukraine, health and
social care amount to only 2.6 % of GDP, while in the USA, for
example, health expenditure make up more than 17 % of GDP,
Ukrainian neighbors, the Russian Federation and Poland, spend
7 and 6.5 %, respectively, and the average world index is 9 %.

According to T. V. Peregudova [8], distinctive features
of the Ukrainian social sphere is the decrease in the popula-
tion purchasing power (consumer price index in January-
February 2016 compared to the corresponding period in 2015
was 136.4 %), increase in polarization of the society and the
spread of informal employment, and, as a consequence, the
unstable labor relations and social insecurity, which creates
social inequality and social exclusion. The human develop-
ment in Ukraine is affected by a large number of destabiliz-
ing factors and uncertainties, which significantly increases the
social risk levels: reduction in the number of jobs and growth
in the unemployment level (there were 97 unemployed people
per 10 vacancies at the beginning of 2015, which increased to
189 people at the end of 2015); poverty, including among the
working population; risk of not getting a job in accordance with
the acquired qualification level; risk of losing a job; budget and
off-budget deficit, etc.

Economic development. According to the «Strategy for
sustainable development», the agro-industrial complex is one
of the major budget-forming sectors, responsible for a signifi-
cant share in the consolidated budget of Ukraine. In the export
commodity structure it makes up more than a quarter, provid-
ing the first place in the world market for sunflower oil and the
second place in grain export. However, almost half of the gross
agricultural production accounts for farms. The competitive
positions of domestic agricultural products in foreign markets
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are unstable due to the incompleteness of the adaptation to the
European standards regarding food quality and safety, signifi-
cant price fluctuations, instability of the trade relations with
importing countries.

Until 2016 the agricultural complex had always been
among the development priorities, being a kind of a stable
point in the difficult crisis situation. During the period from
2007 to 2015 the agricultural sector grew by 44.8 % while the
GDP decreased by 19.6 %. Now due to the consistent state
policy agriculture is one of the key sectors of the Ukrainian
economy: it forms 24 % of the production volume, 12 % of the
country’s GDP, 32. 5 % of its export and is one of the seven
world leaders in grain crops and sunflower oil production.
However, it is these industries that have the most negative im-
pact on the environmental situation in the country. The posi-
tive changes in the agricultural production for the last several
years have not helped to solve problems of socio-economic

development of rural areas, including labor migration, unem-
ployment and destruction of the social infrastructure in rural
areas, either.

Considering the results of the analysis of the current tech-
nological situation in Ukraine we can see that components of
the environment are excessively overloaded. It is mainly caused
by resource intensity of the national economy and predomi-
nance of polluting, outdated production technologies. As can
be seen from Table 1, the peculiarity of the GDP structure indi-
cates that the industries are raw material oriented: according to
the State Statistics Service [4] almost 24 % of the GDP account
for the agriculture and manufacturing sector. Investments in
agro-industrial complex increase each year. According to the
Institute of Agricultural Economics of Ukraine, for the period
from January to September 2016, USD2.47 billion was invested
in the agro-industrial complex compared to USD2.35 billion
for the same period in 2015.

Table 1
Gross domestic product (production method)
Min hrs % of the total GDP

GDP total (nominal) 2383182 100
Agriculture 277197 11.6
Mining 129443 54
Manufacturing 286616 12

Electricity and gas supply 72037 3

Construction 49 871 2.1

Wholesale and retail trade; repair of motor vehicles and motorcycles 331832 13.9
Financial and insurance activities 60 806 25
Information and telecommunication 90135 3.8
Real estate activities 143 246 6

Health and social care 57526 24
Education 93410 39
Science 68 358 29
State defense, social insurance 122210 5

Transport, storage, postal and courier activities 156 333 6.6
Taxes on products 367788 15.4
Others 76 374 35

Source: developed based on the data of the State Statistics Service of Ukraine, 2016

Despite all the positive changes that the development of
agriculture has brought to the Ukrainian economy, this sector is
one of the most dangerous for the environment. In Ukraine the
utilized agricultural area comprises more than 70 % of the total
area of the country. For instance, if we look at other leaders of
oil and fat production in Figure 1, in the European Union coun-
tries the utilized agricultural area is 48 %, in Russia — 13 %. The
world average use of land for agricultural purposes is 37.5 %.
What does this mean for Ukraine? According to J. Sachs [3] ag-
riculture is a major source of CO, emissions from land use, but
also a major source of the second- and third-rank GHGs. The
current land use in Ukraine does not meet the requirements
of rational nature management. Environmentally acceptable
correlation of arable land, natural grassland, forest planting is

ignored, and it undoubtedly affects the sustainability of agricul-
ture development. The excessive tillage and huge impact of hu-
man development have led to disruption of natural processes
of soil formation and erosion. The soils are contaminated with
plant protection chemicals. Pesticides, used in them, affect not
only the soils, but also the water and air.

The ecologically unbalanced socio-economic develop-
ment reduces the effectiveness of social production. Despite
the decline in the industrial production volume, the ecological
pressure declines disproportionately. It is caused by the dete-
rioration of wastewater treatment facilities by 50-70 %, which
cannot be renewed because of the lack of financial means. The
pace of development of environmentally friendly and resource
saving technologies has decreased significantly. The existing
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Fig. 1. Agricultural area (% of the total land area)

economic mechanism of nature management neither guaran-

tees ecologically balanced economic development nor gives an

opportunity to accumulate financial resources and use them
effectively.

According to O. V. Polovian [9], in Ukraine the long-
term comprehensive exploitation of natural resources has led
to the loss of the ability of ecosystems to self-restoring, which
is accompanied by deterioration in the quality and depletion
of useful properties of the main components of the biosphere,
increased negative impact on population health, deterioration
of the working conditions and overall quality of life. Among the
main reasons that caused the threatening environmental situ-
ation are

* outdated production technologies and equipment;

* high power consumption and material capacity,
which exceeds by 2-3 times the corresponding fig-
ures in developed countries;
high concentration of industrial facilities;

* unfavorable obsolete structure of industrial produc-
tion with high concentration of environmentally dan-
gerous production;
absence of proper environmental protection sys-
tems: treatment plants, circulating water supply
systems;

* low level of operation of the existing environmental
facilities;

* absence of proper legal and economic mechanisms,
which would stimulate the development of environ-
mentally friendly technologies and systems;
lack of a proper environmental control.

Thousand of tons

Unlike other agriculture sectors, the oil and fat indus-
try continues increasing internal processing, modernizing
production and launching factories. Sixteen years ago the oil
and fat industry was not as developed as it is now. At that
time Ukraine exported sunflower seeds to Turkey, where
oil was produced and then was imported back to Ukraine.
The government of Ukraine introduced a 23 % export duty,
which was later reduced to 10 %. Export of sunflower seeds
became unprofitable for Ukraine, and since then the epoch
of the oil and fat industry has begun. The profitability of sun-
flower seeds processing in Ukraine has grown drastically.
The investment flow increased and this all changed the situ-
ation in agriculture and revived the industry. As we can see
from Figure 2, the production of sunflower seeds grew twice
from 2010 to 2016, and, having collected 13.6 million tons
of sunflower seeds, Ukrainian enterprises set a record of oil
production as well: 5.5 million tons were produced and 5.1
million tons exported. This was caused by an increase in the
productivity: from 1500 kilograms per hectare to 2240 kilo-
grams per hectare in 2016.

The oil and fat industry has a lot of strengths. First of all, it
is high profitability, as enterprises of this industry in a success-
ful season can have a 80 % return from the oil export. Accord-
ing to O. M. Maslak [7], the profitability of sunflower seeds pro-
duction can reach 200 %. At using the traditional technology of
sunflower seeds growing, the total cost of 1 hectare is UAH12.7
thousand. Considering the productivity of 2500 kilograms per
hectare, the cost of 1000 kilograms will equal to UAH5100. The
current sales price for sunflower seeds is UAH10 200 per ton,
which provides profitability at the level of 200 %.

16000
13627
14000 ""r’,,
12000 —— =
/,\—-—\”% 81
10000 =
AN 10134
2 8387
6000
4000
2000
2010 2011 2012 2013 2014 2015 2016 Year

Fig. 2. Production of sunflower seeds in Ukraine
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Secondly, the demand for oil and fat products is high,
since the consumption of vegetable oils in the whole world is
increasing. It was caused by the shift in the dietary pattern of
the population to oils and fats of vegetable origin because of
their valuable nutritious properties. Moreover, the prices for
vegetable oils are more affordable compared to those for ani-
mal fats, and the dynamic growth in the production of biodiesel
from vegetable oils is caused by the prices for mineral energy
resources and depletion of natural resources. The internal needs
in vegetable oil in Ukraine are 3.5 times lower than its produc-
tion volume, so the market is more than 70 % export oriented.

Thirdly, oil and fat industry enterprises invest in infra-
structure and logistics, which means building of up-to-date
elevators, powerful modernized enterprises and sea ports. In
2015 Allseeds invested in building new oil extraction plant in
Yuzhnyi port. The total amount of investment was USD600
million, which was one of the greatest investment projects in
Ukraine in recent years. In 2016 Bunge made a huge invest-

ment — USD180 million in the construction of an oil transship-
ment terminal in Mykolaiv, which was the largest investment
of the American concern in the agrarian sector in Europe. The
first investment by Allseeds created 250 new jobs and the sec-
ond one — 170 jobs, which means improvements both in the
economic and social spheres.

For more than 25 years of independence of Ukraine,
the oil and fat industry managed to grow rapidly and increase
production and export with each year, occupying the leading
position in sunflower oil export for a long time. According
to recent research, production of sunflower oil in September
2016 — February 2017 grew by 34 % compared to the same pe-
riod of 2015-2016, which is shown in Figure 3. The export vol-
ume for the same period showed a 23 % increase. Production
of margarine products also increased by 2.6 % in September —
February 2016/17, and in January — February 2017 showed a
28 % increase, the export figures exceeded the import volume
6.7 times.

Million tons
7
6
5 4.5 //5.8
4 — a4
—_— T3 i
3.7
3
2
1

(prognosis)

Fig. 3. Production of sunflower oil, min tn

For the last 15 years, 37 new production plants have been
built. The modernization of equipment, using up to date and
resource-saving technologies, wide range of products, high
level of competitiveness, significant investment attractive-
ness and export orientation of the industry — all these features
show the great potential of the oil and fat industry. However,
the modern state of the oil and fat industry is characterized by
lots of development problems, which require a more thorough
investigation.

The sector is highly monopolized: it is represented by
more than 1200 enterprises, but only 8 of them make more
than 50 % of oil production. Figure 4 shows that in 2015 the
largest oil producers occupied 50.2 % of the market and, as we
can see, most of enterprises of the oil industry are part of large
corporate agribusiness groups and international corporations.
Bila [14] states that the increasing presence of such enterprises
in the commodity and raw material market gives them a chance
to dictate their conditions in the market, regulate production
profitability, and reduce the impact of competitors.

Another drawback in the oil and fat industry is the lack
of innovation and investment orientation in oil and fat enter-
prises. At first glance, this industry is one of the most innova-
tive sectors of the economy. The innovation activities include
the application of integrated equipment to ensure the full cycle
of production of oil and its derivatives. The technologies of oil

extraction and margarine productions are improved; waste
products are being used to manufacture new products. How-
ever, most of these projects remain the prerogative of large en-
terprises, usually with foreign capital, while small enterprises
stay on the sidelines. Greater investments in increasing the
production capacity of the enterprises do not mean ensuring
their total workload. For instance, in 2013 the oilseeds process-
ing enterprises were only 63.9 % loaded, and 8.5 million tons of
raw material were processed at a maximum load of 13.3 million
tons.

The modernization of oil and fat enterprises is imple-
mented using imported equipment (usually from European
Union countries). It can be explained by the lack of Ukrainian
counterparts that could significantly expand innovative possi-
bilities of the industry.

What practically can be done and implemented in oil
and fat industry enterprises so that their activity would comply
with the principles of sustainable development and what ben-
efit can it bring?

1. If we start from the very first step — cultivation of raw
materials, the increasing production of seeds, which
is observed every year, should not exhaust and deplete
the soils. The first measure is to comply with the
crop rotation and control the pesticides used in crop
protection tools. According to FAO [1], improper
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Fig. 4. Largest oil and fat enterprises of Ukraine in 2015

management of natural resources in Ukraine has
resulted in negative impacts on the environment and
climate, resulting in the reduction of both quality and
quantity of agricultural production.

Moreover, more than a half of pesticides used in Ukraine
are counterfeit. As a result, farmers get products with an ac-
ceptable level of harmful substances, but at the same time
the yield does not meet the necessary quality characteristics.
The most popular plant protection products used by farmers
include such active substances as prometryn, acetochlor, car-
bendazym, imazapyr. The EU pesticide database proves that
these pesticides are forbidden to use. In 2017 UN experts ar-
gued the statement of the need of pesticide use to provide food
security. There have been also given data on 200 thousand fatal
poisonings by pesticides a year. Furthermore, it was claimed
that constant contact with pesticide causes cancer, Alzheimer’s
and Parkinson’s diseases, endocrine diseases, development dis-
orders and infertility.

2. Implementing the new logistic strategies would
not only contribute to improvement of ecological
situation but also make a serious economic benefit.
One of the main roles in selling oil and fat products
is the ability of an enterprise to dispatch large batches
fast and by different means of transport. In Ukraine
automobile and railway transport is most common.
In case of using trucks, a significant inconvenience in
delivering large batches occurs, while it is absolutely
unprofitable. Furthermore, automobile transport
is environmentally unfriendly, which also limits its
use. In case of railway delivery, its main drawback
is the high cost. «Ukrzaliznytsia» is the monopolist
in rail transportation in the country and pursues the
policy of raising tariffs for carrying goods by railway.
Development of waterways is perspective in terms of
oil and fat products export. The port terminals are the
main link for exporters in the development strategy
in terms of increasing competitiveness. The existing
port capacity fully satisfies export needs of the oil and

fat industry. According to the State Statistic Service of
Ukraine (2017), the share of railway in transportation
of oil and fat products on the territory of Ukraine
was 54 %, of automobile transport — 27 %, and for
water transport it made up only 0.8 %. In Europe, the
share of oil and fat products transportation by river
amounts to15 %.

According to Bila and Shved [14], further development of
the water transportation system is to involve water resources of
the Dnipro and the Southern Buh. Dredging projects should be
promoted and financed more and it would benefit in increas-
ing volumes of oil and fat products transportation and reducing
its cost. Moreover, new logistic strategies should include con-
structing new storages for oilseed crops and oil.

3. The main condition for further stable and sustainable
development of the oil and fat industry is preservation
of export duty for sunflower and linen seeds as well
as creating conditions for the maximum processing
of rapeseeds and soya beans in national plants by
means of introducing export duty or non-refund
of VAT when exporting these raw materials. This
will undoubtedly make a serious contribution to
the economy of the country, while the added value
will stay in the country, encouraging the internal
processing and capacity building.

Unfortunately, the production volume of rapeseed oil is
decreasing. As of September 2016-February 2017, it reduced
by 67.5 %, in January-February 2017 — by 81 %. From the 2016
harvest, as of March 1, 2017, more than 950 thousand tons were
exported (86 % of its total yield) and only 10 % was received for
processing. Soya beans are also actively exported. As of March
1, 2017 1.9 million tons of soya beans were exported, which is
by 50 % more than the last year. Because of this the production
of soya oil declined by 5.7 %.

4. In order to cope with the second main sustainable
principle — social inclusion, the working conditions
should be improved. This means not only high level
of social protection and decent salaries, but also
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working with modern equipment, learning new
technologies and standards. For the last 15 years
37 new production plants and 10 thousand new jobs
have been created, which will contribute to increasing
the number of people involved in this sphere. Thus,
the main principles should comprise youth social
inclusion, in order to stop mass emigration of young
people from Ukraine; decent working conditions;
human development.

5. The oil and fat industry is investment attractive. Huge
investments are made in its development by both
Ukrainian and foreign investors, which facilitates
building new enterprises and reconstruction of the
existing ones. The capacity of oilseeds processing
increased from 2.5 million tons in 1998 to 18.5 million
tons in 2016 (7.4 times) and the capacity utilization
increased from 30 % to 85 %. Investments made in
this industry amount to more than USD2 billion.
The infrastructure was also developing fast: 16 new
terminals were built in 6 sea ports. It is important that
investments be made not only in foreign companies
but also in Ukrainian ones, which need money inflow
and support.

6. Ecologization is one of the most important goals
of sustainable development. The introduction
of environmentally friendly programs in oil and
fat enterprises is a long lasting process. It will
include not only re-equipping production plants,
implementing international quality certificates, and
ensuring reduction of emissions, but also changing
the consciousness of people as to how the way of
using the land can change the life of every Ukrainian
citizen.

To sum up, economic, social, technological and biologi-
cal processes that occur in the environment are closely linked
and interdependent. Sustainable development goals in agricul-
ture, especially the oil and fat industry, can be seen as one of
the methods to reach prosperity for our country. How can each
sustainable goal change the existing situation in the economic,
social and ecological spheres? Economic development can be
ensured through introducing export duty on certain crops,
increasing internal processing, attracting more investments.
These factors would undoubtedly help enterprises gain more
profit, produce and export more goods.

Social inclusion should become a driving factor to im-
prove the living conditions of the people. Special attention
should be paid to life security and health of the people, provide
decent working conditions, which is not possible without ef-
fective medicine, insurance, safe environment, access to safe
drinking water, safe food and industrial products. The oil and
fat industry, being one of the most developed ones, should pro-
vide high salaries, social care and international training for the
employees in order to adopt the experience of developed coun-
tries and international labor standards in our enterprises.

Environmental protection in oil and fat enterprises
should be started from control over raw materials and crop
rotation. Sustainable management of resources is a key fac-
tor to manufacture safe and high quality products. Moreover,
companies should actively implement energy safe programs by
using alternative fuels obtained from processed products and

making biofuel. This will help improve ecological conditions in
Ukraine, grow a healthy nation and produce safe food.
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