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INNOVATIVE DEVELOPMENT OF THE OIL AND FAT INDUSTRY IN
THE CONTEXT OF THE FUNCTIONING OF AGRICULTURAL
HOLDINGS: THE CASE OF UKRAINE

Ukraine is one of the world's leading producers of vegetable oils and has
been a leader in the production and export of sunflower oil for a long period of
time. Today there are about 120 oil extraction plants owned by private entities.
In 2010-2020, the annual increase in processing capacity of oil extraction plants
provided an annual increase in sunflower oil production by almost 0.2 million
tons. Currently, the annual production capacity of all oil extraction plants in
Ukraine is over 23 million tons. The market for oil and fat products is actively
developing, as evidenced by investments in this industry by way of domestic
agricultural holdings, private companies and TNCs. At the present stage, there
are subsidiaries and affiliates of world-famous TNCs at the market: Cargill,
Wilmar International Limited, Archer Daniels Midland Company, Bunge,
COFCO (China National Cereals, Oils and Foodstuffs Corporation). The
leaders of the Ukrainian market for the production of sunflower oil are two
agricultural holdings, namely: Kernel and Myronivsky Hliboproduct, which take
1st and 4th place respectively. These agricultural holdings produced 1/3 of the
total production of sunflower oil in Ukraine in 2019. The innovative
development of these companies is accompanied by the introduction of
digitization processes that optimize production processes, control the
consumption and use of material and technical resources, efficient logistics
solutions and so on. The processes of digitalization in Kernel are implemented
in three main areas: the operation of the business on a continuous basis;
development by increasing assets, increasing sales and the number of
customers, as well as improving the quality of customer service and business
efficiency; a platform for innovation and transformation. The company has

launched and operates the following innovative products and solutions:
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DigitalAgriBusiness; TransitHub project; project for the implementation of
intelligent queue control; Open Agribusiness project; Mobile Agronomist
project, etc. It should be noted that the digitalization of these and other business
processes brought Kernel an additional $ 25 million in 2019. In its turn,
Myronivsky Hliboproduct also supports innovative development based on
digitalization processes (loT, BagData, Machine learning and SAP S /4 HANA).
These achievements are also confirmed by the ranking of the Top 50 most
innovative companies in Ukraine in 2019 according to the portal Delo.ua,
where MHP and Kernel took 1st and 2nd place respectively.

Key words: sunflower, sunflower oil, agricultural holdings, innovative
development, digitalization.

Problem statement. The oil and fat industry plays an important role in
providing the food industry with raw materials and products. In the last decade,
this industry has been developing dynamically, as evidenced by the increase in
production of oils of various kinds. Undisputed leadership in the production and
sale of oil belongs to agricultural holdings, which are leaders in the market of oil
and fat products. In this regard, it is important to study the progress of the
development and implementation of innovative products and solutions in their
activities.

Literature review. Issues of functioning of agricultural holdings in
agriculture are reflected in the scientific achievements of Khodakivska O.V. and
Mohylnyi O.M. [1], Khutorov AO [2], Dub B. [3], Cherevko H. [4], Dankevych
A. [5], direct studies of the author [6, 7, 8, 9, 10-19] and other scientists.

Purpose of the article. The purpose of the work is to study the innovative
development of oil and fat enterprises through the example of agricultural
holdings.

Research results. Over the last decade, Ukraine has established itself as
one of the largest producers of vegetable oil in the world. In the 2020/2021
marketing year (MY), Ukraine produced vegetable oils of 6.3 million tons (of
which 94.33% accounted for sunflower, 2.93% for soybean and 2.74% for
rapeseed), and exported 5.9 million tons, respectively. The annual increase in
production in 2010-2020 amounted to 161.5 thousand tons. This state of affairs
Is preceded by the transition of many agricultural producers to growing
sunflower, rapeseed and soybeans - oilseeds which are in demand by oil and fat
enterprises. Analysis of the oil market showed that in 2020 there were about 120
oil extraction plants (OEP), with a daily capacity of over 192 thousand tons.
Most of the plants are integrated into TNCs and agricultural holdings. At the
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present stage, there are subsidiaries and affiliates of world-famous TNCs on the
market: Cargill, Wilmar International Limited, Archer Daniels Midland
Company, Bunge, COFCO (China National Cereals, Oils and Foodstuffs
Corporation). Ukrainian agricultural holdings include two companies: Kernel
and Myronivsky Hliboproduct (MHP). These companies occupied 35% of the
entire Ukrainian oil market in 2019. Unlike TNCs, agricultural holdings
integrate agricultural business units grouped into territorial clusters.

Studies have shown that Kernel is the largest innovative agricultural
holding not only in Ukraine but also in the world [6, 7, 8, 9, 10,16,17]. Kernel
ranks first in Ukraine in terms of the total processing capacity of OEP - about
30%. In 2019/2020 MY, the company processed 1.619 million tons of oilseeds,
earning $ 1.493 million. The company also produced about 30% of all unrefined
sunflower oil in Ukraine at the end of 2020. The total daily production capacity
of Kernel is over 8 thousand tons. Without stopping at what has been achieved
(having 7 OEPs), Kernel's management informs about the completion of the
construction of a new OEP in Khmelnytsky region, with an annual capacity of 1
million tons. Agroholding focuses on the sale of its own products not only for
export (although it is the largest source of foreign currency earnings), but also to
meet the needs of the national market (under the brands: Shchedry Dar, Stozhar,
Chumak, Qlio, Blanc, Kernel, Premi). Kernel exports oil in bulk or in bottles to
almost 80 countries.

MHP is in the top five in the OEP market. In 2018/2019 MR, the
company shared 3-4 place with Optimus Agro, concentrating 7% of the market,
respectively. MHP exports all produced oil in bulk.

An important element of innovative development of agricultural holdings
is the digitization of various aspects of business processes of companies. For
example, innovations in Kernel are implemented in three main IT areas [11]:
supporting the operation of the business on a continuous basis (offices, assets,
employees); development by increasing assets, increasing sales and the number
of customers, as well as improving the quality of customer service and business
efficiency; a platform for innovation and transformation. Innovative solutions
have helped Kernel to build a single innovative ecosystem of modern
agricultural production DigitalAgriBusiness (100% of the fields are covered
with high-quality RTK signals, which are the basis for precision farming); the
TransitHub project, in which Kernel practically performs the function of
"Ukrzaliznytsia" (using the company's hub station to meet the needs of the
agricultural holding and related companies); project to implement intelligent
queue management (having 2 berths in seaports and line elevators, the company
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solves the problem of queues) [11,15]. The Company's Management also
organized the Open Agribusiness project, launched in 2018 (the use of this IT
platform by project participants helps to study the production experience of
other project participants and use their achievements in their practice); project
"Mobile agronomist”, etc. [12]. Note that the digitalization of these and other
business processes brought Kernel an additional sum of about $ 25 million in
2019. MHP digitalization strategy [13] includes 10T, BagData (GPS tracks, fuel
consumption data; geozones, routes; calculation of cultivation areas, precision
farming data; meteorological data), Machine learning (key indicators and impact
parameters, mathematical model), SAP S/4 HANA (accounting and automation
of production processes). These achievements are also confirmed by the ranking
of the Top 50 most innovative companies in Ukraine in 2019 according to the
portal Delo.ua [14], where MHP and Kernel took 1st and 2nd place respectively.
Moreover, in 2019 Kernel received a $ 56 million loan from the EBRD and the
Clean Technology Fund for the construction of a thermal power plant on
sunflower husk in their OEPs.

Conclusions. Thus, agricultural holdings engaged in the oil and fat
industry, integrate raw materials and processing production base within the
company, which allows to implement innovative solutions at all levels of
business processes aimed at optimizing them and improving efficiency.
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Hinenxko  B.C. InHOBaiHHMH  PO3BUTOK  OJIIHHO-’KUPOBOI
NMPOMHUCJIOBOCTI B KOHTEKCTi (PYHKHiIOHYBAaHHSI AarpoXOJIAMHIIB: HAa
npukiaanai  Ykpaimm.. Ha ceorogui ¢ynkuionye Oinsg 120 omidiHo-
EKCTPaKIIHUX 3aBO/IIB, [0 HAJIEKATh IPUBATHUM CTPYKTypaMm. PUHOK oJiiiHO-
’KUPOBOI MPOAYKIIIT aKTUBHO PO3BUBAETHCSA, MPO IO CBIAYATH IHBECTULIT Y IaHy
rajiy3b K BITUYM3HSHUX arpoXOJIIMHTOBUX CTPYKTYp Ta MPUBATHUX KOMIaHIM.
Jlo mijepiB yKpaiHCHhKOTO PUHKY 3 BUPOOHHIITBA COHSIIIHUKOBOI OJIii HaJeXaTh
nBa arpoxosauHru, a came: Kepnen ta MupoHiBChkuil XTi0OMPOIYKT, IO
3aiiMaroTh 1 Ta 4 miclie BIAMOBIIHO. JlaHUMM arpoXoJiuHraMu BupoosieHo 1/3
BiJI 3arajbHOr0 BHUPOOHHIITBA COHSIIHHUKOBOI oiii B Ykpaini y 2019 p.
[nHOBaIiHKMI  PO3BUTOK 3a3HAYEHMX Ta KOMIIAHIM  CYIPOBOIKYETHCS
BIIPOBA/DKCHHSIM TIporieciB mudpoBizallii, mo 3a0e3MeuyioTh ONTHMI3AIlilo
BUPOOHMYUX MPOIIECIB, KOHTPOJIb BUTPAYaHHS Ta BUKOPUCTAHHSA MaTepiaJibHO-
TEXHIYHUX PECYPCiB, €(PEKTUBHUX JOTICTUYHUX PIIIEHb TOLIO.

Knwuosi cnoea. COHSAUIHUK, COHSIIHUKOBA OJIis, arpoOXOJIMHTH,
IHHOBAIIHHUMA PO3BUTOK, UG POBI3AIIis.

Hunenko B.C. VHHOBamMOHHOe  Ppa3BUTHE  MAaCJI0KHPOBOi
NPOMBIIIEHHOCTH B KOHTEKCTe (YHKIIMOHUPOBAHUSI ArpOXOJIIMHIOB: HA
npuMepe YKpauHbl. YKpauHa SBJISETCS OJHUM H3 BEAYHUIUX MHPOBBIX
MIPOU3BOAUTENICH PACTUTEIBHBIX MAceNl U 3aHUMAET JUIUPYIOIIKUE MO3UIUHU TI0
MPOU3BOACTBY U OKCHOPTY TMOACOJHEYHOTO Macja JUIMTEIbHBIA TIEPHOJT
BpeMeHu. Ha cerogust ysHxiumonupyer okono 120 MacmodKCTpaKIIMOHHBIX
3aBOJIOB, MPUHAUICKANIUX YACTHBIM CTPYKTypaMm. PBIHOK MacioXupoBOi
MPOIYKIIUM AaKTUBHO Pa3BUBACTCA, O YE€M CBHJICTEIbCTBYIOT WHBECTHIIMU B
JAHHYI0 OTpaciib KaK OTEYECTBEHHBIX AarpoXOJIMHTOBBIX CTPYKTYp, TakK U
yacTHBIX KommnaHui. K nuamepaM yKpawHCKOTO pbhIHKA 10 TMPOU3BOJCTBY
MOJICOJTHEYHOTO Maclia NMPUHAJJIeKAT JIBa arpoXOJITUHTH, a MeHHO: KepHen u
MuponoBckuit Xnebornpoaykr, 3aHumaromue 1 u 4 MEecTo COOTBETCTBEHHO.
JlaHHBIMH ~ arpOXOJIIMHTaMH TIpou3BeAeHO 1/3 or o0mmero mMnpou3BOACTBA
noAcoiHeuHoro macia B YkpauHe B 2019 rogy. MIHHOBallMOHHOE pa3BUTHE
YKa3aHHBIX KOMITaHHUH COTIPOBOXKIAETCS BHEJIPEHUEM MPOIIECCOB
nudpoBU3aMy,  OOECHEYUBAIOIIMX  ONTHUMH3AIUIO  TPOU3BOJICTBEHHBIX
MPOIIECCOB, KOHTPOJIb PACXOJOBAHUS U  HCIOJB30BAaHUA MaTEPUAIBHO-
TEXHUYECKUX PEeCypcoB, 3(PGHEKTUBHBIX JOTHCTHUECKUX PEIICHUH U TOMY
moI00HoE.

Knioueevie cnoea: moacoOIHEUHHK, ITOACOTHEIHOE MACIIO, arPOXOJIINHTH,
WHHOBAIIMOHHOE pa3BUTHUE, U POBU3AIIH.

Cmammsi naoitiuna 0o peoaxyii: 18.09.2020 p.
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