[bookmark: _GoBack]The dairy industry is an important element in the economy of each state, as it produces the basic products. As the dairy products contain a rich supply of vitamins and calcium, they have a positive effect on the people’s health. The dairy industry is one of the leading industries in the industrial structure of Ukraine. The production, procurement, processing and sale of the dairy products are the elements of the dairy complex structure.
The dairy industry as an important and integral part of the economy has the same problems, as Ukraine has in general. Among the main problems, there are the permanent reduction of raw materials, lack of a clear interaction between milk producers, because of their fragmentation. There is also the problem of the lack of dialogue among the milk producers and processors, who, in fact, totally dictate and determine the pricing policy for the milk purchase. On the other hand, the low purchase prices lead to the products’ lower quality.
Among other problems, there is the lack of the government support, the loss of the territories, in which the milk producers were located, because of Russia’s annexation. There are also such problems as the higher prices for feed and maintenance of the cattle, permanent increase in the average age of the population in the rural areas, lack of infrastructure and competitive salary, devaluation of the hryvnia.
The chaotic actions are not enough to solve the existing problems and to find ways to develop the industry. We need a systematic approach, a deep understanding of industry problems and interaction at all levels of production. These and other factors determine the relevance of the study.
Being an important and integral part of the economy of Ukraine the dairy industry fully shares its problems. Today we can speak about many problems in the area, but the main is the decrease of raw materials, as a result of cattle reduction.
The problem of cattle reduction  did not come today, and even not in 2014 or 2011. It is almost 25 years, from the very beginning of independence, the number of cattle is constantly decreasing. Due to the average yields increase, we manage to keep the volume of milk received at the same level. But the problem solution cannot wait.
Another problem, constantly faced by the processors is low quality raw materials. Due to severe economic conditions and fragmentation, the majority of enterprises cannot even perform initial milk processing. Low purchase prices, established by the processor enterprises not only negatively affect the quality of raw materials, but also lead to a reduction in raw materials.
Large processing plants that combine factory capacity and monetary capital have advantages of the milk market that allows them to successfully compete with world leaders. The financial crisis and hryvnia devaluation strengthen their impact and make smaller enterprises to leave the market. Perhaps it is the construction of vertical manufacturing units and large enterprises creating their own raw material bases that will be one of the ways to increase cattle quantity in Ukraine.
Loss of markets in Russia adversely affected the Ukrainian dairy producers, though the use of not economic, but rather political leverage to regulate the market and protect own producers even before the annexation of the Crimea and the attack on Ukraine, called into question the expediency of work in this direction.
At the same time, though they constantly talk on trade agreements with the European Union and importing dairy products from their side, there is a situation when Ukrainian producers cannot freely export their products to the EU countries. This is not only due to the producers’ interests protection by Europe, but also to the non-compliance of the Ukrainian products with European standards. 
In such a difficult time for economics the question arises should the Ukrainian producers concentrate on the European market when there are markets of Africa and Asia around. They grow, they develop, the Ukrainian dairy producers are already exporting their goods there. But the question still needs further study, and must be revised in subsequent studies.
By analyzing the market situation it can be said that only working together the participants of all production levels can bring the industry to a new development level. Vertical integration of large companies can be considered as a partial solution to the raw materials issue. But without state support this transition will stretch for years. In addition it should be understood that the support of small and medium-sized enterprises are equally important. Without such a support, and a deliberate policy of rural economy, it is impossible to talk about the small and medium-sized enterprises, as active participants of the industry.

