It is concluded that the functioning of agricultural production on the
innovative development has several features and characteristics,
consideration of which will form a clear and full development of the
innovativeness industry which in turn serve to increase of efficiency of
agricultural production and will boost agricultural competitiveness in the
domestic and global markets.
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Abstract. The problems and challenges of the dairy sector enterprises
can’t be solved without their deep study and understanding. The existing
market tools optimization, search for new markets, evaluation of problems and
trends — the comprehensive study of all these parts of the market mechanism
helps to understand the situation in whole.

The research paper is aimed at analyzing the dairy market enterprises
under the current economic conditions given the recent statistical information.
Comparison with figures of previous years is intended to show the dynamic
changes occurring in the industry. Dairy processing industry cannot function
without raw materials, which are not at the best condition at the moment.

Data on the export and import gives the opportunity to see the success
of the Ukrainian entrepreneurs at the international level. In particular, it clearly
shows the share of production, which goes to the EU markets. Under the
research results the current problems of the industry are covered, the
weaknesses in the distribution of export strategies are shown. The dairy
products’ import geography in Ukraine is covered.

Solution of the examined issues shall have a systematic character, as
mentioned in the research paper. A deeper attention to these issues will be
given in the subsequent studies.

Keywords: dairy market, activities of enterprises, market analysis

Relevance. 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
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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.

The main material. The dairy industry includes the following groups of
production: butter production, cheese production, production of whole milk
products (pasteurized milk, cream, dairy products, etc.) and canned milk
production. But we cannot talk about the dairy industry and milk processing not
mentioning the raw materials. The volume of raw materials, obtained by the
processors, depends on such two factors as the number of milk cows and
average milk yield.

Since 1991 the number of cattle, including cows, has been permanently
reducing. Let's consider the dynamics of livestock number change over the
last years.

1. Dynamics of the cows number in Ukraine (2009-2015),
thous. head of cattle*

IReporting year [ 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 |
Households of all categories 4,827 4,494 4,426 4,646 4,534 3,884 3,750
Agricultural enterprises 1,627 1,526 1,511 1,507 1,438 1,310 1,270
Citizen’s farms 3,200 2,968 2,915 3,139 3,096 2,574 2,480

*Source: State Statistics Service of Ukraine.

In 2016 the negative tendency continued. For comparison, in 1991 in
Ukraine there were more than 21 million head of cattle. A large number of
households are represented by small farms, which have 1-2 cows. In such
farms the milk is not processed and therefore the quality of raw materials
decreases and as a result their purchase price comes down.
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Fig. 1. Average annual milk yield per cow, kg*
*Source: State Statistics Service of Ukraine.

The second important factor is the average milk yield per cow. As can
be seen from Figure 1, this figure is increasing every year. The average milk
yield in Europe is 6.5—6.6 tons per year. But we must clearly understand that it
is very limited by biological conditions. Under the data of the State Statistics
Committee of Ukraine, in 2015 the milk production was 10,6 million tons, which
is 4.6% less than in 2014.

Having analyzed these data, we can draw some conclusions. In Ukraine
there is a constant reduction of the number of cattle and as a result of the raw
material resources base of milk. By increasing the average annual milk yield, it
is yet possible to keep the annual volume of milk produced. Despite this, each
year this figure is falling. And the average annual milk yield cannot grow
endlessly.

In addition, most of the cows are owned by the citizen’s farm, the
majority of which have only a few cows. In such farms there are usually no
technological means even for the processing of milk. As a result the
processing plants receive the raw materials, which have the lower quality and
are purchased at a lower price.

At the moment in the agricultural enterprises the outdated technologies
and technical means dominate, leading to the high energy intensity of the
production processes, the high production costs, the low level of main
production means and the low level of transition to the innovative technologies.
In the current environment only a few enterprises have the opportunity to
invest in the industry. The reason for this is the long investment payback
period reaching 7-8 years. In this regard the cattle-breeding is less attractive
for the agribusiness entities and the vertically integrated companies are mostly
interested in it.

Having analyzed the raw materials, it will be logically to talk about the
processing plants. The main factors that determine the geographical location
of the dairy industry enterprises, their effective functioning and development is
the availability of the raw materials and the finished products market. The milk
and dairy products production has its own specific economic and
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organizational features: the short storage term of raw products, the wide range
of processed products, the need for cooperation and integration, due to the
peculiarities of the milk processing. In the formation of the full cycle from
production of raw milk to the placement of the finished products on the market,
the agriculture is in a difficult situation preliminary due to the high
fragmentation of production. In most cases, the demand for end-products is
more elastic compared to the demand for raw milk.

2. Companies with the highest rate of net income [1]

Net income, | Net income, 2014 Net income, | Net income,
2014 million | 2013 million o 2014 2013
UAH UAH growth,% | illion UAH | million UAH
Danone 2377 2262 5.05 -195 -193
Inter Food 2313 1268 85.43 -79 6
Tehmolprom 1728 1331 29,79 48 49
Gadyachsyr 1709 1287 32.79 80 0
Wimm-Bill-Dann 4356 1349 168 123 219

Ukraine

As shown in Table 2, the large measure of net income is not a
guarantee of profit. It is impossible to specify the cause of losses not analyzing
these Companies, but we are not going to talk about it because it is not the
purpose of the study.

In Ukraine more than 300 companies are engaged in the milk
processing, but almost 80% of the market are controlled by 50 plants, most of
which are the part of the large holdings. There are such three leaders in the
manufacture of products in kind: "Milk Alliance" (TM "Slavia", "Pyriatyn",
"Zlatokrai", "Yagotynske", "Yagotynske for children" and "Zdorovo!"), which in
2013 has produced 188.5 ths. tons of products, representing 9% of the total
produced dairy products on the market, is in first place, "Terra Food" (TM
"Tulchynka", "Ferma", "White Line" Premialle et al.), the volume of
manufactured products in 2013 is 183.5 ths. tons (8% of total), is in second
place, "Danone Ukraine" (TM "Activia", "Actimel", "Aktual", "Danissimo",
"Zhyvynka", "Prostokvashyno", "Rastishka" et al.), which under the results of
2013 has produced 128.5 ths. tons of milk and dairy products, or 6% of the
total in Ukraine, is in third place.

The experts think that the crisis will strengthen the influence of holdings
because the small and medium-sized producers will be forced to leave the
market. At the same time, the market share of leading producers does not
exceed 6-9%. In general eleven companies actually hold 60.3% of the market.
The rest of the market is divided by the small companies and individual dairy
plants.
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3. Ukrainian dairy industry leaders in 2013 [3]

Volume of milk received
Name of Company Region for processing for 2013,
tons
LLC "Lustdorf" Vinnytsia 139213.0

PJSC "Dubnomoloko" (LLC "Ukrainian

" Rivne 129372.0
Cheese Company")
CJSC “Bashtanka Cheese Plant” (GC .
"Milk Alliance") Mykolaiv 127121.3
PJSC “Bershadmoloko” (Roshen) Vinnytsia 109936.0
PJSC “Donetsk City Milk Plant No.2”
(PJSC "Hercules") Donetsk 107850.0
'I'DJSC .Ternopll Dairy Factory" (TM Ternopil 99930.0
Molokiya")
ﬁiﬁg) Zhytomyr Butter Plant" (TM Zhytomyr 90042.0
PJSC "Galicia" Lviv 87601.0
!‘DJSC .Industrlg”l Complex Dnipropetrovsk 79520.0
Prydniprovskyi
PJSC "Bel Shostka Ukraine" Sumy 77826.0
PJSC "Lactalis Mykolaiv" Mykolaiv 76182.0
Branch "Romny Dairy Plant" PE "Ros"
(SC "Milkiland-Ukraine") Sumy 71302.0
PJSC "Pervomaisk Dairy Plant" Mykolaiv 64271.0
PJSC «Kupiansk Canned-Milk Integrated Kharkiv 59674.7
Plant»
SE "Starokostiantynivskyi Dairy Plant" .
(Ukrproduct Group) Khmelnytskyi 58178.0
Tulchyn Branch LLC "Inter Food" (Food Vinnytsia 52483.0
Terra)
JSC "Khmelnytsky maslosyrbaza" Khmelnytskyi 52095.0
LLC "Intermol" Dnipropetrovsk 44000.0
PJSC "Litynskyi Milk Factory" Vinnytsia 43882.0
LLC "Danone Dnipro" (Danone Ukraine) Kherson 41863.6

The structure of production, which is shown in Figure 2, clearly shows
that about half of the volume of manufactured products (45%) is accounted for
the milk production. At the same time, under the information provided by the
State Statistics Committee, in 2015 there is a decline in production in all
categories of dairy products compared to 2014. The volumes of yoghurt
production and frozen products (more than 44%) have been affected the most.

A more qualitative final product is achieved with the assistance of new
technologies and changing consumer culture. This allows the Ukrainian
products to compete with international counterparts on quality. And the prime
cost of such products will be lower due to cheap labor and lower commodity
prices.
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Fig. 2. Structure of milk production in Ukraine in 2015*
*Source: executed the author under the data from the State Statistics Service.

According to the press service of the Ministry of Agrarian Policy,
according to the customs authorities, last year the largest number of the
Ukrainian dairy products was exported to Kazakhstan ($ 25.9 million), Moldova
($ 17.2 million), Georgia ($ 13 million), Azerbaijan ($ 11.6 million) and
Bangladesh ($ 10.9 million).

The EU, at least it is commonly believed, is one of the most promising
and capacious foreign markets for domestic agribusiness, along with Asia and
the CIS.

The first step in this direction was the European Commission’s provision
of an access to the EU market for 10 Ukrainian dairy producers, starting from
January 10, 2016. According to the list, officially published on the website of
the European Commission, this list includes companies such as: "Lustdorf"
(Vinnitsa region), "Milk House" (Dnipropetrovsk region), "Lactalis Mykolaiv";
"Gadyachsyr" (Poltava region), Lviv Cold Storage Facility, "Mena cheese"
(Chernihiv region), "Romny dairy plant" and its branch in Nedryhayliv city
(Sumy region), "Zolotonosha Butter Plant" (Cherkasy region), Branch of
Yagotyn Butter Plant "Yagotynske for Children" (Kyiv region).

Now let's analyze the data presented in Table 3. Milk and uncondensed
cream - two-thirds are sold to the CIS countries. The undisputed leader is Moldova
— more than 2,600 tons of products, it is followed by Azerbaijan, almost 89 tons.
The rest is bought by Asia and Africa. Europe buys slightly more than 6 tons. Milk
and cream, condensed — 57% are sold to the CIS countries (Armenia, Kazakhstan,
Turkmenistan, etc.), Asia and Africa — 42.5%, Europe — 0.3%. Yogurt, kefir and
other fermented or sour products — nearly 75% are exported to the CIS countries,
the indisputable leader is Moldova with more than 917 tons, the rest goes to
Georgia and the UAE. Whey — 22% to the CIS, some 10.5% — to Africa and the
rest — Asia. Cheese and curds of all types — 82% to the CIS countries, shipments
to the EU — more than 4 tons in the first half of the year (0.1%).
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4. Export and import of dairy products in January — June 2016*

Name Export Import
Quantity, kg Cost, Quantity, | Cost, ths.
ths. kg uUSD
UsD
Milk and cream, 4546149.5 2387.5 212916.7 360.1

uncondensed without sugar

or other sweetening agents

Milk and cream, condensed 26122052.3 35533.6 441230.8 855.1
and with added sugar or

other sweetening agents

Buttermilk, coagulated milk 1525775.8 1366.1 1240376.9 1877.9
and cream, yogurt, kefir and

other fermented or sour

(using bacterial cultures) milk

and cream, condensed or

uncondensed, with or without

added sugar or other

sweetening agents, flavored

Whey, condensed or 11851420.0 6407.5 326425.8 709.4
uncondensed, with or without

sugar or other sweetening

agents; products consisting of

natural milk components, with

or without sugar or other

sweetening agents

Butter and other fats 4012279.6  10924.5 688732.5 2245.9
produced from milk; dairy

spreads

Cheese of all types and sour 33975391 9766.0 3241670.8 13158.0
milk cheese

*Source: compiled by the author based on data of the State Statistics Service.

We buy milk and cream, uncondensed in Turkmenistan — a little more
than 52 tons (23%) other — in the EU, nearly 161 tons. Condensed milk and
cream are imported from Belarus (near 70%), the share of the rest is divided
between the EU and Russia — 15% each. 100% of yogurt, kefir and fermented
products are imported from the European Union. The same applies to the
whey. Cheese and curds of all types - 90% of imports from the EU, other —
Russia, Moldova, Turkmenistan.

Different conclusions can be made. Analyzing the culture of consumption,
market saturation, and other factors, we can say that a more precise attention
should be paid to the Asia and Africa countries. But this issue needs further study.

In 2015 Ukrainians consumed 209.9 kg of milk and dairy products per
capita. In 2013 and 2014 the figure was 222.7 and 222.8 kg respectively. The
Ivano-Frankivsk region is the leader in milk consumption. The reduced
consumption can be reasoned by many factors. The price index and currency
depreciation hardly plays the last role.
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Conclusions. 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 of
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.
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AHANI3 OIANBbHOCTI NIANPUEMCTB MOJIOYHOIO PUHKY
A. O. INpeuyxa

AHomauisi. BupiweHHsi npobnem ma 3aedaHb, WO cmosmb rnepeo
nidnpuemcmeamu  MOJIOYHOI  2any3i, Hemoxsnuge 6e3 ix eanubokozo
00C/iOXeHHsI ~ma  PO3YMIHHSI. Onmumizauisi  ICHy4YUX  PUHKOBUX
IHCmpymMeHmie, nowykK HO8UX PUHKie 36ymy, ouiHka IiCHyro4ux npobnem i
meHOeHUil, — caMe KOMIIEKCHe 8UBYEHHST 8CiX YaCmUH PUHKOBO20 MeXxaHi3mMy
doriomazae 3p0o3yMimu cumyauito 8 Uiriomy.

Memorto OocnidxeHHs € aHani3 OisnbHocmi idrnpueMmcme MOJSI04YHO20
PUHKY 8 cy4acHUX ymoeax 2ocriodaprogaHHs. [1id yac Haykoeoao OOCIliOKEHHS
gukopucmosyegarsnucs ocmaHHi cmamucmuyHi 0aHi. opieHSHHS 3 MUHYRUMU
pokamu [OK/UKaHe roka3amu OuHaMiKy 3MiH, wo eidbysarombcsi y earysi.
MornokonepepobHa e2any3b He Moxe (byHKuioHysamu 6e3 cuposuHHOI basu,
sika 3apa3 nepebysae He 8 HallKpawoMy CmaHi.

LaHi ekcriopmy ma imrnopmy Oaromb 3Mo2y nobadyumu ycrixu
YKpaiHCbKUX ridnpuemuie Ha MiXKHapOoOHIl apeHi. S3oKpema Hao4yHO rokKa3aHo,
fAKka Yacmka rpodykuii ude Ha puHku €C. 3a pesyrnbmamamu OOCIOKEHHS
guceimyieHo akmyarnbHi npobrnemu 2anysi, nokaszaHo cnabki Micus 8
po3rodinibyux eKcriopmHux cmpameeisx. BuceimneHo zeoepagpito imrnopmy
MOJI0YHOI MPOOYKUii 8 YKpaiHy.

BupiweHHs1 po3ansHymux riumade rMo8UHHO Mamu CUCMEeMHUU xapakmep,
npo wo U Hazonowyembscsi 8 pobomi. binbw anuboka ysaca 00 3a3Ha4YeHUX
rpobriem 3Hatide ceoe 8idobpakeHHs 8 nodaribuuux OOCTIOKEHHSIX.

Knroyoei cnoea: MOJI04HUU PUHOK, OistnbHiCMb nionpuemMcme, aHani3

PUHKY
AHANN3 OEATENbHOCTU NPEANPUATUA MONOYHOIO PbIHKA
A. Ipeyyxa

AHHOmMauyusi. PeweHue npobnem u 3aday, cmoswux nepeod
npeonpusmusiMu  MOJIOYHOU ompacsiu, He803MOXHO 6e3 ux aryboKkoao
uccredogaHuss U noHUMaHusi. Onmumu3layusi Cywecmeyruwux PbIHOYHbIX
UHCMPYMEHMO8, [OUCK HO8bIX PbIHKO8 Ccbbima, OUeHKa Cyuecmeyrujux
npobriem U meHOeHyul, — UMEHHO KOMIIEKCHOe U3y4yeHue ecex dacmel
PbIHOYHO20 MexaHu3ma rnomMoaaem roHsIMb cumyauuro 8 UesIoM.
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Llenbro uccrnedosaHusi sensemcs aHanus dessmeribHOCMu
npednpusmud MOJI04YHO20 PbIHKa 8 COBPEMEHHbIX ycrnosusix
xo3siicmeosaHusi. [lpu npoeedeHUU Hay4yHo20 uccriedosaHusi  bbinu
ucrosib308aHbl  nocredHue cmamucmu4yeckue OaHHble. CpasHeHue ¢
npowsbiMu  200amMu  Mpu3eaHO  rnokazamb  OUHAMUKy — U3MeHEeHUU,
npoucxodswux 6 ompacnu. Mornokonepepabambigarowass ompaciib He
mMoxem  QyHKUUOHUposamb b6e3 cbipbegol ba3bl, Komopasi celiyac
Haxodumcsi He 8 JTy4WeM COCMOSsIHUU.

LaHHble akcriopma u umriopma ro3gorsiiom yeudemsb yCriexu yKPauHCKUX
npednpuHumameneli Ha Mex0yHapoOHoU apeHe. B YacmHocmu, Ha2rsi0Ho
rokasaHo, Kakasi 0onid npodykuyuu udem Ha pbiHku EC. Pesynbmamei
uccriedosaHusi ompaxarom akmyarsbHble Mpobrembl ompacsu, MoKa3bi8arm
cnabble Mmecma 8 pacripedeniumeribHbIX 9KCropmHbeIXx cmpamezusx. OceeweHa
2eozpaghusi umriopma Mosio4HoU nPodyKUUU 8 YKpauHy.

PeweHue paccmampugaeMbix 80rpoco8 OO/MKHO HOCUMb CUCMEMHbIU
xapakmep, 0 4em u eosopumcsi 8 pabome. bonee enybokoe 8HUMaHuUe K
yKasaHHbIM rpobrniemam Halidem c80e ompaxeHue 8 OdasibHelwux
uccredosaHuUsIx.

Knroyeenie cnoea: MOJIOYHbIU PBLIHOK, desimesibHOCMb
npednpusimud, aHanu3 pbIHKa
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AHomauisi. [NpoaHanizoeaHo MokasHUKU egpekmusHocmi 8upobHU4YO-
2ocrnodapcbKoi  QisfibHOCMI  CiflbCbKO20C00apcChbKux  nidrnpuemMcms,  Wo
3aumarombcs 8UPOBHUUMBOM UyKposux BypsiKie y 30HaribHOMY PO3pi3i ma 8
uiiomy no Ykpaidi. 3a 0ornomo2orw KopensuitHO-peapeciliHo20 aHanisy
0brpyHmosaHo ernsiug ghakmopie Ha rnpubymok 6ypsiKocito4ux nidrnpuemMcms.

OOHuUM i3 HaUbInbw eaXrueux rokasHuUkKie, wWo ei0obpaxyoms pigeHb
€KOHOMIYHOI 6e3rneku 2ocriodaprotodux cyb’ekmie € egpekmusHicmb ix
8upobHu4yoi OdisnbHocmi. Came egekmusHicmb 8i0obpaxye pesyrnbmamu
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