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CURRENT STATE OF THE CONFECTIONERY MARKET OF
UKRAINE: ANALYSIS OF THE DEVELOPMENT AND PROSPECTS

FOR INTRODUCING A NEW PRODUCT

Today the Ukrainian confectionery market has some differences from the foreign one.
The problem is that domestic companies cannot provide such a wide range of sweets. The
development of the confectionery industry is quite attractive, which allows manufacturers to
intrude and implement a variety of new products. Tendencies in the confectionery market of
Ukraine and current trends in the world market show the possibility and feasibility for the
company to introduce a new product in this market, which will be in demand. The unfavorable
situation in 2014 led to a significant reduction in market position for most manufacturers. It
was identified that AVK has lost its leading position in the chocolate products market.
Therefore, today the task of restoring leadership through various marketing and production
activities, diversification of the range is relevant. For the confectionery company, it is proposed
to return the lost leadership by introducing a new product - chocolate with KRESKO particles.
Chocolate is the second most popular confectionery. The assessment of feasibility introducing
the novelty showed that such a product will be in demand both among fans of the company's
products and other consumers. A registered trademark will help protect the new product from
unfair competition and counterfeiting.

Key words: confectionery market, dynamics, assessment, leadership, competitiveness,
introducing a new product.
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CYYACHHUM CTAH KOHIAUTEPCBKOI'O PUHKY YKPAITHU:
AHAJII3 PO3BUTKY TA IIEPCIIEKTUBU BITPOBAI’KEHHS
HOBOI'O MIPOAYKTY

Hecnpusmauea cumyayis y 2014 poyi npuseena 0o 3HA4UHO20 3HUICEHHA NO3UYIU HA
PUHKY 0151 Oitbuticms 8upoOHUKi6. Buseneno, wo xomnaunis «ABK» empamuna nioupyiouy
NO3UYII0 HA PUHKY WOKOLAOHUX 6Uupo0ie. Tomy, Ha cb0200HI aKMYanbHOIO € 3a0a4a NOBEPHEHHS
aidepcmea  pIZHUMU — MAPKEMUH2O8UMU MA  BUPOOHUYUMU  Oiamu,  Ouepcugikayicio
acopmumenmy. J[nsa nionpuemcmea KOHOUMEPCbKOI 2any3i 3anpoOnoOHO8AHO NOBEPHEHHs
8MpPAUEHO20 NI0epCmea WIsIXOM 68€0eHHs HOB020 NPOOYKMY — WOKOAAOY 3 YACMUHKAMU
KRESKO. Ilo nonynspuocmi ceped KOHOUMEPCbKUX 6UPOOI8 WIOKOAAO 3HAXOOUMbCS HA
opyeomy micyi. Oyinka 0OYitbHOCMI BNPOBAOINCEHH HOBUHKU NOKA3AAd, WO MAKUL NPOOYKM
0yOe Kopucmysamucb NONUMOM K y NPUXUTLHUKIE NPOOVKYIl nionpuemcmeda, max i iHuux
CNOJICUBAUIB. 3apeecmposana mop208a MapKa Cnpuamume 3axuyeHH0 Ho8020 NPOOYKmy 6i0
HEeCYMIIHHOI KOHKYPEeHYii ma GUHUKHEHHS NIOPOOOK.

Knrouoei cnoea: xonoumepcovkuii puHOK, OUHAMIKA, OYIHKA, N1I0epCmE0, KOHKYDeHYis,
8NPOBAONHCEHHS HOBO20 MOBADY
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COBPEMEHHOE COCTOSAHME KOHAUTEPCKOI'O PBIHKA
YKPAUHDBI: AHAJIN3 PAZBUTHUSA U TIEPCIIEKTUBbI BHEJAPEHU A
HOBOI'O IPOAYKTA

HeGnaronpusitHas cutyaimus B 2014 roay mnpuBena K 3HAYMTENbHOMY IaJCHMIO
PBIHOYHBIX MO3MLMHI [T OOJIBIIMHCTBA Npou3BoauTeneil. BeisiBneHo, uto komnanus «ABK»
noTepsija MO3ULHMIO JINJEPA HAa PbIHKE MIOKOJIAAHbIX U3aenuil. [loaToMy, ceronHs akTyalbHON
ABII€TCS  3a7adya  BOCCTAHOBJEHMS  JIMAEPCTBA  Pa3sHBIMHM ~ MAapKEeTHHIOBBIMH U
MIPOU3BO/ICTBEHHBIMH HMHCTPYMEHTaMH, JMBepcUHKanueil accoptumeHta u ap. Jna
HNPEANPUATHS KOHAUTEPCKOM OTpaciy MPEeNIoKEeH METOX JOCTUKEHUS YTPaueHHOTO
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JIUJIEPCTBA MIyTEM BHEAPEHUS B MPOU3BOACTBO HOBOI'O MPOJYKTA — IIOKOJIA/A C YaCTHYKAMHU
KRESKO, nockonbKy Mo HOMyJISIPHOCTU CPEAN KOHIUTEPCKUX M3AETUN IO0KOJIA]l HAXOAUTCS
Ha BTOpoM Mecte. OIleHKa Ie1eco00pa3HOCTH BHEAPEHHMS HOBUHKM IOKa3ajia, YTO TaKOM
MPOAYKT OyJeT WHTEPECeH KaK MOYUTATENSIM MPOMYKIUU TPEINPHUITHS, TaK W HOBBIM
MOTpeOHTENsIM. 3aperuCTPUPOBAHHASI TOProBasi Mapka Oy/eT COACHCTBOBATH 3aIllUTE HOBOTO
MPOJIyKTa OT HEAOOPOCOBECTHON KOHKYPEHIIUHU U TIOSIBJICHUS TIOIIEIIOK.

Knwouesvle cnosa: KOHIUTEPCKUI PBIHOK, JUHAMUKA, OLIEHKA, TUAEPCTBO, KOHKYPEHUHS,
BHEJPEHUE HOBOI'O TOBapa.

Puc. — 3, Tabm. — 1, JIur. — 6.

Problem definition. The confectionery market in Ukraine is quite developed and
saturated. Looking at the totals, it is safe say Ukrainian consumers like sweets, so the
development in this area is quite promising. The economic autonomy of enterprises enables to
market a new product, considering the clientele. Given the unfavorable situation in 2014, most
manufacturers have significantly lost their market position, including AVK. The company was
in the top three leaders in the Ukrainian confectionery industry, holding a leading position in
the chocolate market. Therefore, today’s challenge is restoring leadership by various marketing
methods, workplace actions, changes in product mix and so on.

Review recent research and publications. National scientists were involved in the
confectionery market development: Rubtsova A. K., Boyvan Y.V. and Shashina M. V., who
analyzed ways to improve the potential and offered prospects for the confectionery industry
development, Nesterova A.A., Lozovska H., Kilnitska O., Kravchuk N., Kutsmus N. - assessed
the state and development prospects of the chocolate industry.

Definition of objectives. Among a great deal, are very few studies and feasibilities of
introducing a new product on the confectionery market to improve competitive position in the
industry.

Outline of main researching. The Ukrainian confectionary market is considered a
dynamic market, due to the continuous emergence of new enterprises to complement the

competitive environment. The largest share in 2018 was produced domestically — 94,2% in
total (5459 companies: 6 large, 274 medium-size companies and 5179 small businesses).

State Statistics Service of Ukraine revealed for 2018 the most of the Ukrainians’ costs are
for food — nearly UAH 290 billion (43,3 % in total costs value), of which a large share belongs
to confectionery products. At the end of 2018, the share of the confectionery industry in the
marketing of food products was about 15%. On average, UAH 250,14 per capita per month was
spent on confectionery in Ukraine (7,1% in total costs value). Thus, in the same year, enterprises
sold sweets, including sugar, for UAH 22,1 billion (24.7% of food turnover, which became the
largest share). On average, UAH 250,14 per month was spent on confectionery per capita in
Ukraine (7,1% of total costs). Thus, in the same year, enterprises sold sweets, including sugar,
for UAH 22.1 billion (24,7% of food turnover, which became the largest share).

The economic crisis in Ukraine in 2013 affected all areas of activity, including the
confectionery market. Production volumes also decreased due to the events of 2014, at the same
time several large manufacturing plants were closed on the territory of hostilities. Thus,
manufactures Konti and AVK suspended production for the Ukrainian and world markets for
several months [1]. The confectionery market of Ukraine can no longer be called a struggle of
three top leaders, as it was a few years ago. If in 2016 Roshen (28,7%), Biscuit-Chocolate
(7,9%) and AVK (7,6%) were singled out, today it is only one clear leader - Roshen Corporation
[3]. Other companies occupy much lower positions, and every year their market share changes

(Fig. 1).
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Figure 1. Trends in the share of the confectionary market, %
Source: built by author on [3]

The annual global ranking of "Top 100 Candy Companies” in 2019 included Ukrainian
confectionery corporations ROSHEN and KontiGroup, taking 27th and 44th place,
respectively. However, compared to last year, they lost a bit: ROSHEN was in 25th place,
KontiGroup — in 43rd [4]. AVK was not included in the ranking in 2019 due to financial
difficulties, but in 2018 the company ranked 64th with a net profit of USD 275 million.

Products of the Ukrainian confectionery industry includes about 2000 items. However,
according to the analysis of this market, conducted by Pro-Consulting - a permanent member
of the Ukrainian Marketing Association since 2005, - not all products are equally profitable for
manufacturers. Therefore, there is such a phenomenon as segmentation. Conventionally, the
market is divided into the production of flour (cakes, pastries, cookies, waffles, etc.), sugar
(caramel, marmalade, halva, marshmallows, white chocolate, chewing gum) and chocolate
products (chocolate in various forms, chocolates and sugar products containing cocoa) [.

According to the State Statistics Service of Ukraine, starting from 2016, the market began
to recover, and volume increased by 0,1% compared to 2015. In 2018, this figure increased by
1%. According to the results of 2018, the confectionery market of Ukraine added 1,1% in
monetary terms compared to 2017 and reached UAH 21,4 billion.

In kind, more than half of the sweets produced in 2018 were flour products (49,1%),
chocolate products accounted for 26,5%, and sugar products, respectively, 24,4% in total value
[2]. The largest share in the confectionery market in monetary terms in 2018 had the segment
of chocolate bars (+29,8% compared to 2017), second place flour products (+23,1%), third
place - weight chocolates, which compared to sales in monetary terms increased by 23,2% last
year (Fig. 2).
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Figure 2. Share of segments in the confectionary market 2018 in monetary terms, %
Source: built by author on [5]

We must conclude that Ukrainian consumers are real lovers of sweets. Thus, according
to the website Mind, Ukraine is in the top ten in terms of candies consumption in the world.
About 15 kg of confectionery products per person per year. That is why the development of the
confectionery industry is quite attractive and gives each manufacturer the opportunity to
implement and pursue new products. Today, the Ukrainian confectionery market differs from
the foreign one in that domestic enterprises cannot provide such a wide range of sweets. The
domestic manufacturer adheres to the strategy of copying the strategic actions of the leader.
They are supporters of conservative views. And only a few years ago, seeing that imported
sweets with interesting flavors and fillings are in demand among the population, they began to
introduce new products, experimenting with flavors.

Most of these experiments are not a new taste, but a new kind of filling (consistency,
mixing different flavors) with known flavors (strawberries, blueberries, truffles, oranges,
caramels, nuts, raisins, etc.). Chocolate bars have undergone the most such changes. Although
domestic producers did not have strange exotic flavors, new product lines began to be added to
the standard ones: chocolate with jam, with salt, with "explosive™ caramel, with chia seeds, with
cookies, with waffle, with coconut, with chili pepper, flavored with apples and grenadines,
cherries and black currants and others.

In general, chocolate and chocolate products have always been popular among the
population of Ukraine, and according to some data, Ukrainian eats about 2 kg of chocolate a
year. According to statistics, 73% of Ukrainians are regular consumers of chocolate. In terms
of popularity among confectionery, chocolate is in second place and occupies, as already
mentioned, 26,5% of the total confectionery industry. Figure 3 shows the statistical information
for 2018 on the structure of the chocolate market capacity. The leader in the structure of
consumption is chocolate and ready-made foods containing cocoa in packages weighing less
than 2 kg (85,5%), of which chocolates are the most consumer (38%), and the least - chocolate
with filling (2%) and with grains, nuts and other natural impurities (10,5%) .

It is known that until 2014, AVK was a leader in the production of chocolates, but the
situation changed after the closure of factories in the temporarily occupied territories of
Ukraine. For now, the company wants to regain its share of this market. Therefore, after
analyzing the trends of the Ukrainian confectionery market and studying food trends in the
world market (in particular, the sweets market), we can conclude that the introduction of a new
product, namely bar chocolate with KRESKO particles, will be appropriate and in demand.

Today, fashion trends encourage a healthy lifestyle. Most people follow their diet by
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carefully choosing foods and setting aside their favorite chocolate bar because of its horrible
composition due to its lack of beneficial properties, high sugar content and low protein. Thanks
to this approach to the choice of chocolate, according to Pro-Consulting, in 2018, chocolate
bars with whole nuts became popular (+ 77,4% compared to 2017). That is, even if the
consumer allows himself sweets, he is looking for those that will bring the greatest benefit to
the body, and nuts just have a lot of useful properties. AVK has several chocolate bars: black
and milk with whole hazelnuts and three handmade chocolates from masters, so it would be
advisable to develop another novelty.

Chocolate and prepared foods containing cocoa
weighing less than 2 kg, Chocolate and prepared foods

85.8 % containing cocoa weighing less than 2
kg, 38,0 %

Chocolate-an
containing cocoa wel

Chocolate with Chocolates,
grains, cereals, 19,3 %
fruits or nuts,

2,0%
Other chocolate
] o ) products,
Chocolate without fillings, grains, 16,0 %
grains, fruits or nuts,
10,5 %

Figure 3. Capacity structure of the chocolate market in 2018
Source: built by author on [5,6]

AVK became the first on the Ukrainian market with an extrusion product TM KRESKO
in 2017. It was positioned as a charge of vitamins and trace elements, because the product
contained 7 useful cereals — a complex of vitamins and minerals. Currently, KRESKO is one
of the most popular products in the company's range, after chocolate and chocolate candies.
Therefore, it is proposed to combine two the most important objects of AVK's income - to start
the production of dark chocolate with KRESKO particles.

Using an expert method, the feasibility of producing such chocolate for the company and
the Ukrainian confectionery market in general was assessed (Table 1). The degree of
determination of the impact (on the enterprise and the market) of some parameters in the table
will be described on a scale of "high", "medium", "low".

Analysis reveals AVK has a fairly wide range of bar chocolate, compared to market data.
The presence of low-carbohydrate chocolate is an important point in consumer choose. The
company offers the lowest content in chocolate in the entire confectionery market. KRESKO
TM products are one of the favorites of AVK customers, so consumer expectations will be high,
but in the confectionery market in general - average, as the high level of competition in the
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industry plays a crucial role.
Table 1
Assessment of the introducing feasibility to the market a new product from the company

"AVK" - chocolate with particles KRESKO
Assess characteristics
for confectionery market for manufacture
- Roshen — 21 bars

- Konti — doesn’t have

- Biscuit-Chocolate —
Chocolate bar selection 10 bars 21 bars
- Malbi (Lubimov, Millennium, Oskar

le Grand, Charivnyi vechir) —

Evaluation parameters

53 bars
Analogues non-existent non-existent
Trend in the chocolate market high high
Popularity of TM KRESKO .
average high

products among consumers

- chocolate with chia - chocolate with nuts

Auvailability of chocolate with - chocolate with nuts .
. . - hand-made chocolate with
useful properties - chocolate with cereals -
X : . cereals and fruit
- chocolate with dried fruit

- chocolate with stevia (grams of - chocolate with stevia (grams
Chocolate with low carbohydrate carbohydrates — 22) of carbohydrates — 15)
content, e.g. sugar - chocolate with fructose (grams of - chocolate with fructose

carbohydrates — 28) (grams of carbohydrates — 25)

Volume of the bar chocolate
market for sales in UAH in 2017,
%

Food security, including

10,2 % in total sales on the

h 0,5% in total sales of bar
confectionary market

confectionary trends high high
Consumer expectations average high
Possibility of replicating low -

Source: built by author

In 2017 company AVK accounted for only 0,5% in the total sales (in UAH) of bar
chocolate. Today this figure is slightly higher. Over the past 1,5 years, the confectionery
company has actively sought to regain the market lost in 2014. About 9 new chocolate bars
were released. Therefore, such a novelty will allow the company to enter the market without
analogues, and since KRESKO is a registered TM, the probability of copying is very low (it is
possible that competitors will develop chocolate bars with other extrusion products). Thus after
carrying out a comparative description and analysis, it became possible to arrive at the
conclusion, that AVK is advisable to develop and implement a novelty - chocolate with
KRESKO particles.

Conclusions. As a result of the analysis made it was revealed that products-leaders in the
Ukrainian confectionery market are flour products (49,1%), but the largest share in the
confectionery market in monetary terms in 2018 had the segment of chocolate bar (+29,8%). It
leaves no doubt that the main market leader is Roshen Corporation. AVK has dropped in the
rankings due to hostilities in the main areas of concentration of its capacities. As a result, there
is some evidence to suggest that it was quite expedient for AVK to offer the return of leadership
by introducing a new product - chocolate with KRESKO particles. The assessment of feasibility
introducing the novelty showed that such a product will be in demand both among fans of the
company's products and other consumers. A registered trademark will help protect the new
product from unfair competition and counterfeiting.
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The study of Ukrainian confectionary market current state affords firm grounds for
detailed examination of the competitive advantages of domestic sweet manufacturers. For a
company AVK in particular, it is necessary to create a development strategy based on the
introduction of a new product into the market.
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