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Ukrainian gardening market trends under globalization'

Abstract. Despite the fact that horticultural production has long history in Ukraine, national market is still going through its formative
phase. Amid constant shocks in the political-economic system of the country — dismantling of central planning system, price
liberalization, and great disparities between prices for industrial products and agricultural, military armed hostilities and occupation
on the part of Ukrainian territory — once highly profitable horticultural industry suddenly turned into loss-making one. National gross
production substantially decreased, horticultural production mostly shifted to small farms. The volume of fruit exports is drastically
reduced, planting areas are rapidly declining and rates of reproduction of perennial plants dropped to a critical level. In Ukraine in
the last decade individual farms became major producers of fruit and berries with share combined around 83%.

However, Ukraine can soon become a full player in the European market of horticultural products. This is due to several
factors: geographical location of Ukraine; favourable climate conditions for different fruits and berries; low labour cost and low
probability of wage increases in the short and long term; potential to increase supplies to the European export markets after
the entry into force of the Association Agreement with the EU; organic production of horticulture which development occurs
rapidly in Ukraine.
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AnoTtauia. CapiBHnMUTBO € TpaauuinHoo ranyssio YkpaiHu. [NpoTe, cydacHui piBeHb BUpOGHMUTBA Mnodis i Arig B YKpaiHi
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notpeb Ta onA BMPOOHMLUTBA MI0A00BOYEBOI NPOAYKLUIi HA ekcnopT. BiH nonArae y TepuTopianbHOMY po3TalwlyBaHHi YKpaiHu
i3 KOPOTKMM TPaAHCMOPTHUM Mieyem ANA NOCTaYaHHA CBiIXWX MMOAIB i Arif, Ha €BPONENCHKUA PUHOK; CIIPUATIIMBUX NPUPOAHO-
KNiMaTu4HMX ymoBax AnAa BMPOOHMLTBA NepeBakHOi BinbLlIOCTi BUAIB NNO4iB i Arig; HU3bKiN BapToCTi pobo4yoi cunm Ta manin
MMOBIPHOCTI 3pOCTaHHA 3apObiTHOI NNaTHI B KOPOTKOTEPMIHOBIM Ta JOBrOTEPMIHOBIN NepcneKkTuBi; noTeHuiani AnA 36inbweHHA
NnocTaBOK Ha €BPOMENCbKi eKCMOPTHI PUHKM nicnAa HabpaHHA YMHHOCTI Yrogu npo acouiauiio 3 €C; BUPOOHULTBI OpraHivyHol
NPOAYKLii cagiBHMLTBA, PO3BUTOK AKOrO LUBMAKUMW TeMnamu BigbyBaeTbCA Ha TepuTopii YKpaiHu.
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TeHOEHUUM pa3BMTUA PbIHKA CafA0BOAYECKOM NpoAYyKLUUM YKpauHbl B YCIIOBUAX rnobanusauun

AHHOTauuA. CafoBOACTBO ABMAETCA TPaAMUMOHHOW OTpacnbio YKpauHbl. OQHaKo, COBPEMEHHbIM YPOBEHb MPOU3BOACTBA
NnoAoB 1 Arof B YKpanHe O4eHb HU3KUI N0 CPaBHEHMIO CO CTpaHaMu pas3BUTOro CaAoBOACTBA, YTO CBA3AHO C LeNbiM PAAOM
NpUYNH 06BEKTUBHOTO M CYy6bEKTMBHOIO XapakTepa. HecMoTpA Ha 370, JaHHaA oTpacnb B YKpavHe MMeeT 3HauYuTesbHbIN
noTeHuman anAa obecneyeHnA BHYTPEHHMX MOTPebHOCTEN WU ANA MPOM3BOACTBA MNOAOOBOLYHON NPOAYKUMM Ha 3KCMOPT.
Takoi noTeHuman onpeaenAeTcA: reorpauyecknM pacronoXxXeHnem YKpauHbl, KOTOPOe Mo3BONAET ob6ecneynTb KOPOTKue
CPOKM OOCTaBKU CBEXMWX MIOAOB U Aro4 Ha €BPOMNENCKUIA PbIHOK; 61aronpyMATHBIMU NPUPOAHO-KIIMMATUYECKUMMN YCIIOBUAMMN,
Mo3BOMAIOWMMKU BbIpalMBaTL NoaasfAlowee 60MNbWMHCTBO BUAOB MNOAOB W ArOA; HU3KUMKU pasMepaMmu onnatbl Tpyaa
N HEBbICOKOM BEPOATHOCTbIO pocTa 3apaboTHOM MnnaTbl B KPATKOCPOYHOW M [ONTOCPOYHON MEepCrneKTMBE; MOTEeHUMasriom
yBenunyeHua obbema NOCTaBOK Ha €BPOMNENCKUN PbIHOK nocne BcTynneHuAa B cuny Cornawenna o6 accoumaumm ¢ EC;
NpPoV3BOACTBOM OpraHUYeCcKol NpoayKuuy cafoBOACTBA, pa3BUTME KOTOPOro HbICTPbIMK TEMMAMM NPOMCX0OANT B YKpauHe.
KnioueBble cnoBa: NpoayKumA cafoBOACTBA; PbIHOK; 9KCMOPT; UMMOPT; KOHKYPEHTOCMNOCOOHOCTD.

1. Introduction. Products of the horticulture contribute
large portion of food balance in Ukraine; Ukrainian agriculture
provides high fruit crops because of natural conditions and
existing economic capabilities of the country. Ukraine looks
much stronger comparing to European countries in both natu-
ral and economic potential for industrial gardening. To exploit
this potential Ukraine need to raise economic efficiency of gar-
dening, and to provide deep zone specialization. In case of
successful introduction of modern technologies and approa-
ches to horticulture Ukraine may produce fruits and berries of
virtually all climate zones, and in amounts sufficient both to fill
domestic market and to enter international market.

Unfortunately, because of mostly ineffective management in
industrial gardening Ukraine does not live up to its potential. On
the contrary, for many years we witness continuing production
reduction of fruit and berry products, because of reduced gar-
dens’ areas and reduced productivity. Productivity is plunging
further amid lack of adequate logistics, failure to comply with
modern farming practices, high manual labour intensity of pro-
duction, and lack of incentives for better performance of emp-
loyees. Low-level production of fruits and shrinking market af-
fected negatively production and sales infrastructure, preserva-
tion and processing facilities. Whole structure of horticultural pro-
duction degraded, pushing Ukraine out of international markets
for good. Furthermore current sale prices usually do not cover
costs of production, thus leaving producers without development
funds. State of the crisis of Ukrainian horticultural production re-
quires comprehensive theoretical and applied studies to find way
to increase efficiency of domestic horticulture, and to develop
Ukraine’s potential to enter the European Union market.

2. Analysis of recent research and publications. Diffe-
rent aspects of development and functioning of gardening market
are highlighted in works of Yurchyshyn (1968), Shestopal (2001),
Yermakov (1985), Ruliev (2007), Salo (2011), and others.

Great attention is paid to the contemporary state and is-
sues of development of horticulture in the world and in Ukraine
in particular. Mallen (1975) and Keshavarz & Bell (2016) inves-
tigated issues of development in urban horticulture. Agbogidi &
Adolor (2013) studied the role of home gardens.

Research of the development of Atlantic gardens in Mediter-
ranean climate was undertaken by Pares, March, & Sauri (2013).

Significance of horticulture for food security of the popu-
lation was studied by Galhena, Freed, & Maredia (2013), Fer-
dous et al. (2016).

However, issues of efficiency of gardening, role of indus-
try in the development of the European horticultural market re-
quire further study.

3. Results. Horticulture is one of the traditional sectors of ag-
ricultural production in Ukraine. Its progress was traditionally lying

upon high-quality soils and good climate conditions (which made
possible to cultivate various fruits and berries); historical traditions
of horticulture; high domestic demand for gardening products,
both fresh and processed. Further evolution of mankind and ero-
sion of environment only contribute to growth in demand for fruits
and berries. Now they are seen as important element of daily
diet (one kilo of fruits and berries contain an average 440 kcal
(2120 kJ), or about 15% of daily ratio), and as products with hea-
ling properties (especially valued for antioxidant and anti-radiation
properties). Fruits and berries, and products of their processing
are sources of carbohydrates, organic acids and vitamins.

Potentially fruits and berries production in Ukraine can
meet both domestic and foreign market needs.

However, current volume of production of fruits and berries in
Ukraine is very low in comparison with countries with developed
gardening. Even at the highest gross yield production of horticul-
tural products per capita was about 50 kg, while in United States
production of fruits and berries is 100 kg, in Austria - 134 kg, and
in Holland - 149 kg. In recent years, the production of fruits and
berries in Ukraine was slightly growing, yet in 2015 it amounted
only 52.3 kg per capita, which is 36% less than consumptions
rates for fruits and berries according to the Ministry of Health of
Ukraine. Low consumption of fruits and berries is explained by
both decline of production, and dramatic drop in demand.

In recent years Ukraine is not reaching its potential in fruit
and berry production by far. Socio-economic climate in Ukraine
deteriorated because of dismantling of central planning, price
liberalization, great disparity of prices in industrial and agricul-
tural production, and hostilities and occupation in some parts
of Ukraine. Amid these issues most agricultural enterprises
turned from highly profitable into loss-making, areas under gar-
dens and rates of reproduction of perennial plants decreased,
horticultural production is shifting to small farms, and exports of
fruits dropped dramatically.

Lack of attention from government had negative impact on
enterprises of all forms of ownership, but most harm was inflic-
ted on industrial agricultural enterprises.

After reforms in agricultural sector industrial gardening be-
came unprofitable, and big industrial enterprises were gradua-
lly dismantled. Thus, mean fruit and berry crops for agricultu-
ral enterprise dropped from 13471 thousand tons in 1990 to
332.0 thousand tons in 2014. Areas under gardens decreased
three times during the period of 1990-2014 (see Table 1).

Biggest share of fruits and berries production in Ukraine was
delivered by small private peasant farms - around 83% (State
Statistics Service of Ukraine, 2016, p. 80). According to the Law
of Ukraine «On a personal peasant economy» (2003), this form
of ownership is defined as economic activity that is carried out
without legal entity, by an individual, personally or together with
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Tab. 1: Dynamics of production of fruits
and berries in Ukraine (by type of enterprises)

Year | Total, Kt | Agricultural enterprises Private peasant farms
Total, Kt % of total | Total, Kt | % of total
1990 | 2,901.7 | 1,347.1 46.4 1,554.6 53.6
1995 | 1,897.4 311.2 16.4 1,586.2 83.6
2000 | 1,452.6 264.1 18.2 1,188.5 81.8
2005 | 1,689.9 200.1 11.8 1,489.8 88.2
2010 | 1,746.5 286.8 16.4 1,459.7 83.6
2014 | 1,999.1 332.0 16.6 1,667.1 83.4

Source: State Statistics Service of Ukraine (2015, p. 78, 80)

members of his family, to meet personal needs for production,
processing and consumption of agricultural products, to sell sur-
plus of production, and to provide services using personal pro-
perty of the private peasant farm, including those in rural green
tourism (Verkhovna Rada of Ukraine, 2003).

Domination by private peasant farms in horticultural produc-
tion is definitely not positive trend. First, concentration of pro-
duction in household farms is itself a manifestation of declining
economy; it is typical for economic crisis and mass unemploy-
ment, when homestead is seen as a mean of survival and as
a main source of income for rural population. Second, peasant
farming relies on manual labour, has low level of mechanization
and low capitalization of production, etc. That’s why we see this
trend as temporary one and in future we expect reducing role of
personal peasant farms in the agricultural production of Ukraine.

Under planned economy in the Soviet Union gardening
profited from high fixed prices for fruits, defined by social
needs. Thus horticulture was highly profitable even for enter-
prises with low productivity. The average profitability in horticul-
ture for 1986-1990 in both collective farms and state farms was
around 66.7% (for the plantation yield of 33.2 kg/ha).

The highest gross fruit and berry crops in Ukraine were re-
corded in 1997 - around 3.0 min tons (with public sector enterpri-
ses amounting 24%). In 2014 gross yield dropped to 1.9 min tons.

The major issues of horticulture in Ukraine are: low efficien-
cy of fruits and berries production, largely because of high num-
ber of older, low productive and thinned out gardens, and mi-
sused investment in plantation reproduction; degrading logis-
tics; insufficient storage and processing facilities; shortage of
investment for expansion of gardens, lack of own funds and of
bank loans; relatively longer period of return on investment in
horticulture; low incentives for innovations in technologies; sig-
nificant impact of weather conditions.

Despite general profitability in horticulture in Ukraine, in-
dustry is developing slowly, and its share in GDP remains tiny
at about 0.2%. Significant inflation amid permanent economic
crisis in Ukraine is adding some mixed picture into statistics da-
ta. Table 2 shows clear profit growth in horticulture if to count
in hryvna, while agricultural enterprises show no profit or even
net losses in USD or Euro.

To ensure steady progress of domestic gardening it is neces-
sary to intensify innovations, and to ensure optimal use of eco-
nomic and natural factors. These aims were set in the Program
of Industry Development by the Ministry of Agrarian Policy of
Ukraine by 2025 (Ministry of Agrarian Policy of Ukraine, 2008).

For steady growth of fruit and berry crops, it is necessary to
develop and strengthen plants nurseries. In wake of reforming
and privatization agricultural enterprises, plants nurseries also
felt into private hands, thus disorganizing whole system of plants
propagation, growth, and distribution of cultivated seedlings.
With lack of government attention and support, production of
planting material for fruits reduced more than twice, and for
berries - 3.5 times for past decade. As a result with planting
materials used by horticultural producers we see growth of
imports, decline of quality requirements, and reduced resis-
tance to diseases and pests. It is urgent to provide consu-
mers with high-quality planting material of fruits, berries and
grapes, to improve species-varietals and varietals-rootstock
composition of seedlings, to transit to growth of recovered
seedlings including fast fruiting varieties.

Improvement of plants protecting from pests and di-
seases is also on of important factors to intensify horti-
culture and viticulture. Practical steps required are precise
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forecasting of pest occurrence, introduction of low-toxic insecti-
cides, quickly decomposing in the environment after use.

There are plans to improve irrigation with commissioning
of modern irrigation systems, and introduction of advanced
methods of irrigation, including drip irrigation, under and over
crown sprinkling.

It is also vital to widely use intensive types of plants to en-
sure rapid circulation of capital, and significant reduction of the
investment period while keeping high productivity. Faster in-
vestment return can be also ensured by use of multiple garden
cultures in the same area simultaneously. For example, for one
rotation of an apple garden, wild strawberries on seed root-
stocks are returning 8-9 turns.

Further development of domestic and export markets is ano-
ther step to assist development of horticulture. The annual volume
of imported fruits and berries to Ukraine reach 250-300 thousand
tons; introduction of additional protection measures to support
domestic producers against foreign competitors domestically
should promote growth of horticultural production.

To make agricultural producers more sustainable on the do-
mestic market against competition from abroad it is crucial to pro-
mote horizontal cooperation between national producers, first of all
to create and run collectively processing and trading cooperatives.

The most acute problem in industrial gardening of the coun-
try is the issue of investment. Investment is vital to introduce
advanced technologies, to processing and store fruit and berry
crops, to reconstruct processing facilities, to develop market in-
frastructure and marketing system of enterprises.

During current economic crisis industry needs a target
crediting (for no less than 5 years), increased budget alloca-
tions, allocation of 1% fee on alcohol and beer sales for the de-
velopment of gardening, viticulture and hop growing, attraction
of foreign investors. Competitiveness of farms may increase
with expansion of storage and processing facilities adjustment
to the production areas. Placing storage facilities at the farms
will reduce peak loads for transport infrastructure, shipping
costs, increase off-season employment. Direct participation of
households in sales of products is seen as an outdated prac-
tice, diverting work force and finances from investment into pro-
duction to the organization of trade. By doing otherwise we ex-
pect higher productivity and increase of profits.

Fruits and berries production is a complex system, which
includes production of fruits and berries by different types of
farms, processing of fruits and berries, storage of products,
and marketing of horticultural products.

Research has determined high efficiency of horticultural spe-
cialization and agro-industrial integration. It is important for horticul-
tural producers to run complete production cycle as they have much
higher revenues from consumer products of deep processing.

To function effectively, horticultural production needs to fur-
ther specialize producers in various segments of the market,
to improve domestic selection and seed production, to recon-
struct and modernize processing facilities, to develop co-ope-
ration between producers for better access to processing and
trading capabilities. Economic relations are based on the prin-
ciple of mutually beneficial cooperation. Development of mar-
ket infrastructure should include wholesale markets, trade mar-
keting and industrial trade associations, commercial compa-
nies and trade houses, purchasing enterprises, etc. The steady
delivery of fruits and berries to the consumer al the year round
is major target of the horticultural production.

Tab. 2: Efficiency of horticultural production in Ukraine

2010 2011 2012 2013 2014

Number of producers, units 518 870| 1,070| 1,192| 1,064
Average annual number of employees, 315 32.7 28.9 26.3 171
thousand people

Area of fruiting plantations, thousand ha| 223.2| 223.4| 223.4| 221.7| 209.9
Yield, quintal per 1 hectare 78.2 84.9 89.9| 103.5 95.2
Gross yield, thousand tons 1,746.5/1,896.3|2,008.7{2,295.3|1,999.1
Revenues from sales, UAH min 1,808.0/2,072.0/2,986.0|3,545.0(4,276.0
Net profit, UAH min 241.0| 400.0]1,268.0(1,826.0(/2,303.0
Level of profitability, % 14.9 17.9 8.8| 154.7 68.2
Share of profitable enterprises,% 67.0 68.3 68.5 70.0 68.8

Source: State Statistics Service of Ukraine, 2016
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Amid deep political and economic crisis in 2014 Ukraine
shifted its horticultural products from Russian market to the
EU market. The latter is highly promising for Ukrainian produ-
cers. While imports of fresh fruits and vegetables to EU/EFTA
in 2010-2014 increased from Euro 4.4 bin to Euro 5.1 bin,
Ukrainian share never exceed 0.2% (see Table 3).

Tab. 3: External import of fresh fruit and vegetables
in the EU/ EFTA in 2010-2014

2010 | 2011 | 2012 | 2013 | 2014
External imports, billion Euro 4.4 4.7 4.6 4.9 5.1
Ukraine’s share in imports, % 0.20 0.13 0.17 0.15 | 0.13

Source: http://ukraine.nlembassy.org/binaries/content/assets/
postenweb/o/oekraine/netherlands-embassy-in-kiev/import/
the_embassy/departments/economic_department/vca-ukraine.pdf

The main suppliers of horticultural production to the EU
market in 2014 were Morocco (Euro 961 min, 18.9%), South
Africa (Euro 625 min, 12.3%), Chile (Euro 435 min, 8.5%),
Peru (Euro 364 min, 7.1%), and Egypt (Euro 324 min, 6.4%).
Ukraine’s export in 2014 amounted to only Euro 6 min.

However, Ukraine has fair chances to become a big player
in the EU market of horticultural products. There are several ar-
guments in favour of this assumption:

1) Location. Ukraine is an immediate neighbour of the EU,
thus producers have an advantage of short term delivery of
fresh fruits and berries. This is especially important for deli-
veries of berries, as they are more demanding to transporta-
tion and storage conditions;

2) Favourable climate conditions for growing most types of
fruits and berries;

3) Low labour costs and low probability of wage increases
in short to medium terms;

4) Rapid spread of organic horticulture (Burlyay, Burlyay, &
Kharenko, 2015).

Another potential opportunity for Ukraine is its small pre-
sence in the market niches of some labour-intensive fruits and
berries, such as cranberries, blueberries, currants, blueberries,
raspberries, strawberries, and stone fruit crops, with most high
growth rates among external imports of the EU (see Table 4).
While today Ukraine has no established position in these types
of export, it has production facilities or conditions to start pro-
duction of most of products.

Also significant impact on the development of horticultural
exports has entry into force of the Agreement on Association
between Ukraine and the European Union, signed on June 27,
2014. Parties agreed to launch free trade area (FTA) during the
transition period not longer than 10 years, in accordance with
provisions of Article XXIV of GATT 1994; to reduce or eliminate
of duties on goods in accordance with agreed schedules, with
transition period of 10 years for Ukraine, and immediately after
the entry into force of the Agreement for the EU.

Gradual reduction will be applied to the base rate of customs
duties fixed in the Agreement. For the most sensitive products
traded between Ukraine and the EU so-called tariff quotas are
introduced to provide a zero rate import duty within quota and
non-zero - beyond the quota. The list of tariff quotas of the EU
contains 36 positions, includes mainly agricultural products and
foodstuff. (Burakovski & Movchan, 2014, p. 16-17)

Tab.4: Ukraine’s potential for production of fast-growing export products

According to the Association Agreement, parties will coope-
rate to promote development of agriculture and rural areas, in
particular through the gradual convergence of relevant poli-
cies and legislation, and through gradual adaptation of natio-
nal regulations to the EU regulations and standards. Coopera-
tion in agriculture and development of agricultural regions will
promote mutual understanding of policies in agriculture and ru-
ral development, increase institutional administrative capaci-
ty in central and local governments, promote up-to-date and
sustainable agricultural production, share knowledge and best
practices in agricultural development policy, improve competi-
tiveness of the agricultural sector, efficiency and transparency
of markets, promote development and innovation, improve har-
monization of issues under revision in international organiza-
tions. Implementation of Agreement may result in the following
consequences for horticulture:

e opportunity to eat fruit and berries of better quality through
increase of environmental standards of their production;

e agricultural development can have a positive impact on em-
ployment growth and well-being of local communities in rural
regions of the country;

e companies would get more opportunities for cooperation
and exchange of knowledge, experience and technologies
(especially in organic gardening and biotechnologies) with
counterparts in the EU;

¢ adapted standards of gardening products and infrastructure of
fruit and berry markets will facilitate access for the Ukrainian
agricultural companies to the EU market;

e government will get an opportunity to improve agricultural
policy in accordance with the EU legislation requirements,
improve planning, development and implementation of ap-
propriate policies and support mechanisms at various levels,
and to integrate agricultural policy with policy of development
of agricultural regions;

e development of standards and market infrastructure of hor-
ticultural production will require additional funding from the
state budget, and strengthening institutional capacity of the
relevant authorities (Burakovski & Movchan, 2014, p. 115).

It is also important to implement policy for the improvement
of quality of agricultural products through appropriate measures
in the field of standardization, production process standards,
and quality control. Today’s consumer, especially in the EU and
other developed countries, not just expects high quality of the
product, but requires environmentally friendly, genetically un-
changed product, with thoroughly supervised use of fertilizers.
Modern society put quality of products consumed high on the
list. Standardization and certification are effective tools of qua-
lity control, and provide set of specific indicators of quality of
goods and services to meet the requirements of consumers.

The above factors will help to once again increase export of
horticultural products, which in 2014 amounted to Euro 47 min,
showing a decline of 22% during 2010-2014 (State Statistics
Service of Ukraine, 2016).

The main markets for fruits and vegetables in 2010-2014 were
Russia (Euro 29.2 min, 63%), other CIS countries (Euro 11.5 min,
24.7%), and the EU/EFTA countries (Euro 4.7 min, 10%).

As mentioned above, in recent years geographical struc-
ture of fruits and vegetables exports changed dramatically be-
cause of both economic and political factors. Thus, in 2010-2014
there was an increase of exports to CIS countries (+ Euro 6 min)
against reduction of exports to Russia (- Euro 17 min).

In the product structure of Ukrainian exports stone
fruit and nuts are dominating in volumes. It should be
noted that over this period there is a trend for increase

Imports into the |Average annual
Product EU/EFTA in 2014,| growth rate in Key suppliers
million euro 2010-2014, %
Berries (cranberries, 248.2 26.2 Chile (45%), Argentina (20%),
blueberries, currants) i ) Morocco (16%), Ukraine (0.2%)
) Mexico (43%), Morocco (26%),
Raspberries 88.5 20.9 Serbia (11%), Ukraine (0.001%)
. . Morocco (42%), Egypt (42%), the
Wild strawberries 90.6 6.9 US (7%), Ukraine (-)
Stone fruit (cherries, 311.4 0.3 South Africa (35%), Turkey (31%),
plums, nectarines) ! ' Chile (17%), Ukraine (0.01%)

Source: hitp://ukraine.nlembassy.org/binaries/content/assets/postenweb/o/oekraine/
netherlands-embassy-in-kiev/import/the_embassy/departments/economic_depart-
ment/vca-ukraine.pdf
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of export of processed fruits and vegetables mostly to
the EU/EFTA market (Euro 198.5 min, 52.6% in 2014).
However, during the first half of 2015 export of hor-
ticultural products decreased five times compared
to the same period of the last year, and amounted
to 583.5 tons. Among them cherries made up 484.9
tons, with 484.8 tons exported to Belarus, and apples -
71.3 tons, with 45.0 tons to Sri Lanka (Topchii, 2015).
Market of horticultural production in the EU is glut-
ted, highly organized and very competitive. Majority of
traditional fruits consumed in the EU, like apples, are
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grown locally. However, companies from Scandinavian countries,
Italy and Poland are showing interest in buying Ukrainian fruit and
berries. If such sales will take place, the issue of compliance with
the EU quality and safety standards will arise: these products
must be certified in accordance with the standard GLOBAL G.A.P.
In the European Union this certificate is required document to pro-
ceed with sales of fruits and berries. For example, over 90% of
apple trade in the EU countries is accounted for retail (supermar-
kets, stores, etc.), and only producers certified under the standard
GLOBAL G.A.P. may supply products to retailers.

The main objective of GLOBAL G.A.P. certification is to enab-
le tracking of production. Its purpose is to verify that food pro-
ducts are safe and will not harm health of consumers and wor-
kers involved in their production. Certification also confirms that
the production process do not harm the environment. Based on
the system of fair agricultural practice, certification determines the
list of criteria that each manufacturer should compile with. His-
torically fruit exports to Russia did not require certification, thus
Ukrainian horticulture producers had little interest in certification.
But now the issue of certification according to GLOBAL G.A.P.
become urgent. Preparation for certification also gives produ-
cers clear understanding of their advantages and disadvantages,
structure work process, improve organization of production and
document management. Today many companies in Ukraine pro-
vide producers with assistance to prepare for certification, and
support the latter during the external audit.

Another obstacle for immediate growth of Ukrainian exports
of fruits and berries resulted from introduction of Russian em-
bargo on European agricultural producers, primarily from Po-
land, Italy, and Benelux countries. These companies had to redi-
rect their export flows to new markets, competing with Ukrainian
products. Most European producers were looking for alternative
to the Russian market in the Middle East, in Egypt, Saudi Ara-
bia and the United Arab Emirates. Until recently only producers
from France and Italy exported there. Moldova in 2015 also sig-
nificantly expanded the geography of exporting apples, entering
markets in Asia and North Asia, such as Bangladesh and Egypt.

Except for certification of products of horticulture, to expand
export options one need international agreements on quarantine,
protection of plants, and food safety control. Today Ukraine has
concluded bilateral agreements on plant quarantine and protec-
tion with Slovakia, Poland, the Netherlands, Bulgaria, Hungary,
Russia, Czech Republic, Belarus, Moldova, Canada, Azerbaijan,
Georgia, Lithuania, Kyrgyzstan, Libya, Mongolia, China, Syria,
Jordan, Turkey and Serbia. Ukraine also is the part of multilate-
ral agreement establishing Coordination Council for Plant Qua-
rantine of CIS countries. Several other agreements on plant qua-
rantine and protection, notably with Vietnam, are still under consi-
deration. In September, 2014, the Cabinet of Ministers of Ukraine
decided on optimization of system of central executive power
bodies. Based on the best experience of the EU countries, it was
decided to establish a single supervisory body - State Service
for Food Safety and Consumer Protection - to combine functions
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of State Veterinary Phytosanitary Service, State Inspectorate for
Consumer Protection, and Sanitary and Epidemiological Service.
Regulation on State Service of Ukraine on Food Safety and Con-
sumer Protection was approved September 2, 2015. The task
new institution is to reach full compliance of the Ukrainian control
system to the EU regulations and principles, to ensure maximum
transparency of activities, and to reduce the number of control
functions and procedures (Poperechna, 2015).

To summarize issues of the domestic horticulture market,
impact of its state on it’s the prospects of Ukrainian producers
of enter the EU market we found following aspects crucial for
success of horticultural producers internationally based at Va-
lue Chain Analysis Report by the CBI upon the request of the
Government of the Netherlands in September, 2015.

1. Lack of knowledge about of the EU/ EFTA markets, and
conditions to enter these markets.

2. Lack of necessary certificates for the EU market.

3. Lack of marketing skills for export activities.

4. Lack of refrigerator facilities.

5. Lack of domestic financial resources and limited access
to long-term loans.

6. Lack of direct contact between Ukrainian producers and
European selling companies.

7. Lack of cooperation between producers.

8. Weak sectoral associations thus unable to represent the
interests of the sector, and to lobby interests of the producers.

9. Lack of state support for small and medium businesses.

10. Much smaller selection of certified pesticides and plant
protection products, than that approved for use in the EU.

12. Lack of state promotion of exports and low level of pub-
lic support for producers of fresh fruit and vegetables.

13. Lack of bilateral cooperation agreements with foreign
nations, thus non-recognition of phytosanitary certificates of ori-
gin on potential markets.

14. Shortage of quality planting material.

15. Instability of fresh fruits supplies to processing facilities.

16. Lack of production capacities and raw materials for the
production of dried and frozen fruit and vegetables.

17. Lack of awareness among stakeholders of corporate
social responsibility risks in the EU market (labour, safety, en-
vironment protection, etc.).

18. Requirement by the government to return revenues in
foreign currency within 90 days (previously 180 days).

19. Delay in the VAT refund to exporters.

4. Conclusion. Gardening of Ukraine is an important sec-
tor of the economy, with long tradition of production and bright
prospects. Natural and economic potential of the country can
provide gardening production not only to meet the needs of do-
mestic consumers, but for export. However, industry is facing
numerous issues of economic, social and political nature, thus
unable to come out of crisis. Significant export potential of the
Ukrainian horticulture is seen in development of organic gar-
dening to meet requirements of European consumers.
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