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FINANCIAL AND ECONOMIC ACTIVITY OF AGROBUSINESS ACCORDING
TO INTERNATIONAL STANDARDS

This article reveals the essence of financial and economic activity of agribusiness according to international standards.
The activity of small enterprises, which produce 60-80% of GDP and employ about 70% of the working population, are the main
producers in many countries, and it is proved that small business contributes to a fair competitive market by producing a wide
range of high quality goods and services. Its importance in the agricultural sector requires the attention of public authorities, as
well as scientific and public organizations. According to the financial and economic analysis, it is proved that small farms must be
provided with the necessary socio-economic conditions for commodity production. Thus, small businesses need to create dairy
farms in the livestock sector, and their activities must meet the requirements of European standards, comply with environmental
standards and safety of dairy consumption. Despite the fact that the share of households was 76% of all categories of farms
in total milk production, its production requires capital investment in Ukraine. Cooperation is an important way to increase the
efficiency of small farms. Service cooperatives can organize the sale and processing of products, provide the farm with feed,
equipment and advanced technologies, which will help increase the productivity and economic efficiency of each member of the
service cooperative. As a result of the study, it was found that in terms of efficiency and quality, large agricultural enterprises are
of great importance in milk production. However, public policy should promote milk production in households and small farms, as
they concentrate almost 76% of milk production. Based on the study, we can conclude that currently the problem of the economy
is to provide competitive and high-quality marketable dairy products and obtain a large amount of raw milk, and for this it is
necessary to keep highly productive breeds of animals, introduce high-performance equipment and new production technologies.
milk and quality control of raw milk at all stages of its production and sale to dairy enterprises. It is not possible for households
and small farms to carry out these measures on their own. This is possible through the cooperation of small businesses, which
will promote the production of quality dairy products, increase productivity and economic efficiency of each member of the
cooperative, as well as government support.

Keywords: agricultural enterprises, households, farms, milk production, production competitiveness, servicing cooperatives.

XapikoBa O.B., Mawenko 0.B. PIHAHCOBO-EKOHOMIYHA AOIANBbHICTbL ArPOBISHECY 3A MDKHAPOOHUMU
CTAHOAPTAMU

Y OaHin cTaTTi PO3KPUTO CYTHICTb (DIHAHCOBO-EKOHOMIYHOI AiAnbHOCTI arpobisHecy 3a MikHapoAHUMM cTaHAapTaMu. Ha OCHOBI
BMIACHWUX AOCNIAXEHb MNPAKTUYHO Ta TEOPETUYHO OBrpyHTOBAHO AiSNbHICTL ManuxX NiaNpueMCTs, Lo Bupobnstote 60-80% BBI i
3arHATI 6nnsbko 70% npawuesaaTHOro HaCceneHHs!, € OCHOBHMMM BUPOOHMKamu B 6aratbox KpaiHax, a TakoX JOBEAEHO, L0 Manui
GisHec crpusie PopMyBaHHIO CPaBeAnNMBOrO KOHKYPEHTHOTO PUHKY, BUPOOMAKYM LLIMPOKMIA aCOPTUMEHT BUCOKOSKICHUX TOBapiB
Ta nocnyr. loro 3HauyeHHa B arpapHOMYy CEKTOpi BUMarae yBarv AepXaBHUX OpraHiB BNaau, a TakoX HAayKOBUX Ta rPOMafChKuX
opraHisauiv. 3a 3gifncHeHMM (iHaHCOBO-EKOHOMIYHMM aHanisoM AOBEAEHO, Lo ManeHbKi dhepMepchbKi rocnogapcTa NOBUHHI
6yTn 3abe3neveHi HeobXigHNMU CoLlianbHO-EKOHOMIYHMI YMOBaMU A1st TOBAapHOro BUPOOHMLTBA. OxapakTepn3oBaHo, Manomy
6i3Hecy NOTPIGHO CTBOPUTY MOMOYHI (hepMK Y ranysi TBapMHHULTBA, a iX AisNbHICTb NOBMHHA BiAMoBiAaTM BUMOram EBPONENCHKNX
CTaHOapTiB, AOTPUMYBATUCS HOPM LLOAO OXOPOHU HABKOMWLLHBOIO cepenoBuLla Ta 6e3neku CnoXMBaHHS MOMOYHUX MPOAYKTIB.
HesBaxatouu Ha Te, L0 YacTKa JoMOrocnodapcTB cTaHoBuna 76% ycix kateropini oepm y 3aranbHOMy BUPOOHMLTBI MOMnoka, Moro
BMPOOHMLTBO BUMarae kanitanbHux BknafaeHb B YkpaiHy. CniBnpaus € BaXnuBimM cnocoboM niaBMLLEHHS ePEKTUBHOCTI AiSNbHOCTI
Manux chepmepcbknx rocrniogapcta. OBcnyroBytodi koonepaTnBM MOXYTb OpraHizoByBaTy 30yT Ta nepepobKy npoaykuii, 3abesne-
yyBaTu pepmy KOpMamu, TEXHIYHUMK 3acobamu Ta NepesoBMMM TEXHOMOTNIAMM, WO AOMOMOXE MiABULLMTY NPOAYKTUBHICTL Ta
E€KOHOMIYHY edheKTUBHICTb KOXHOTO YneHa obCryroByto4oro koonepatuy. B pesynstaTi npoBeAeHoro AOCNiAXEHHS BUSIBMEHO,
LLIO 3 TOYKM 30pYy €hEKTUBHOCTI Ta SKOCTI, BENVKI arpapHi NignpyeMCTBa MatoTb BENMKE 3HAYEHHS Y BUPOOHMLTBI Monoka. OpHak
JepxaBHa MomiTka NoBMHHA CNpUsTM BUPOOHWULTBY MOMOKa B AOMALLHIX rocnodapcTBax Ta HEBEMUKUX DepPMEepChbKMX rocno-
[apcTBax, OCKiNbKMN BOHW KOHLEHTPYOTb Malixe 76% BMpoOHMLTBa Mornoka. Ha ocHOBI NpoBegeHnX po3paxyHKiB J0oBeAeHO, Lo
B AaHuii Yac npobrnema ekoHOMikM nonsrae y 3abeanevyeHHi KOHKYPEHTOCTPOMOXHOI Ta SKICHOI TOBapHOI MOMOYHOI MPOAyKLil
Ta OTPMMaHHI BENVKOI KinbKOCTi MONOYHOI CUPOBWHM, @ Anst LbOro HeobXiAHO YTpUMyBaTW BUCOKOMPOAYKTVBHI MOpoau TBapwH,
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BMPOBaKyBaTy BUCOKOMPOAYKTVBHI TEXHiIYHI 3aCOOM Ta HOBi TEXHOMOriT BUPOOHMLTBA, 36EpiraHHA CMPOro MOJIOKa Ta KOHTPOMH
SIKOCTi MOMOYHOrO CMPOBUHU Ha BCiX eTanax Moro BUPOOHMLTBA Ta peanisaii MonoYHuM nignprvemcTeam. BctaHoBneHo, Wwo go-
morocnogapcTeam Ta ApibHMM hepMepCbKM rocnofapcTBaM HEMOXIIMBO 3AJMCHUTY Li 3aX04M CaMOCTIHO, N1LLIE MOXIMBO 3a-
BOSKW CMiBNpaLi Manux nignpyemMcTs, O CNPUSTMME BUPOOHMLTBY SKICHOI MOMOYHOT NPOAYKLIi, NiABULLEHHIO MPOAYKTUBHOCTI Ta
E€KOHOMIYHOT e(PEeKTUBHOCTI KOXHOIO YrieHa KoonepaTuay, a TakoX AepXKaBHil NiaTpumLI.

KnroyoBi cnoBa: arpapHi nignpnemcrea, 4OMOrocnofapcrea, depmu, BUPOOHULTBO MOMOKA, KOHKYPEHTOCTPOMOXHICTb
BUPOGHMLITBA, 06CMYroByBaHHA KOONepaTuBIB.

AQYKOBMM BICHUK XEPCOHCbKOro AEep>XaBHOro YHiBEpCUTETY

Xapukosa O.B., Mawenko 0.B. ®UHAHCOBO-SKOHOMWUYECKAA MAEATENbHOCTb AIrPOBU3HECA IO
MEXAYHAPOAHbLIM CTAHOAPTAM

B paHHOWM cTaTbe packpbiTa CyLHOCTb (PUHAHCOBO-3KOHOMWUYECKON AEATENbHOCTU arpobu3Heca No MexayHapoaHbIM CTaH-
faptam. TeopeTnyeckn 060CHOBaHO AeATENbHOCTb Masblx NPeanpusaTUiA, nponssogsawmx 60-80% BBI n 3aHaTo okono 70% Tpy-
[0CNOCOBHOMo HaceneHus, ABNSIOTCS OCHOBHbLIMW NMPOU3BOAUTENSAMY BO MHOTUX CTPaHax, a Takke Aoka3aHo, YTo Masbli GusHec
cnocobcTByeT POPMMPOBAHMIO CNPaBEASIMBOIO KOHKYPEHTHOMO pblHKa, NPOM3BOAS LUMPOKUN aCCOPTUMEHT BbICOKOKAYeCTBEH-
HbIX TOBapoB W ycnyr. Ero 3HaveHne B arpapHOM cekTope TpebyeT BHUMaHUS rocyaapCTBEHHbIX OPraHoB BRacTu, a Takke Ha-
YYHbIX 1 O6LLECTBEHHbIX OpraHn3auuii. Mo ocyLecTBneHHbIM PUHAHCOBO-9KOHOMUYECKM aHanM30oM J0Ka3aHo, YTO ManeHbK1e
dhepmepckre xo35CTBa AOMKHbI ObiTb 06ecneveHbl HE0OXOANMbBIMU COLIMATIbHO-9KOHOMUYECKUMI YCIIOBUSIMW A1 TOBApHOTO
NPOW3BOACTBA. Takm 06pa3oM, ManoMy BU3HeCY HyXHO cO3AaTb MOMOYHbIE (hepMbl B 06NacTi XMBOTHOBOACTBA, @ UX AeATelb-
HOCTb JOMKHa COOTBETCTBOBATL TPEOOBAHNAM EBPONENCKNX CTaHAAPTOB, COBMIOAATL HOPMbI MO OXPaHe OKpyXatoLen cpeabl 1
6esonacHoOCcTV NOTpebneHns MONoYHbIX NPOAYKTOB. HECMOTPS Ha TO, YTO A0S AOMOXO03AWCTB cocTaBnsna 76% Bcex Kateropun
hepm B 06LLEeM NPOM3BOACTBE MOSOKa, €ro NPOM3BOACTBO TPEOYET KanmTanbHbIX BNOXEHW B YkpanHy. COTpyAHNYECTBO SBNS-
€TCs BaXHbIM CocoboM MoBbILLEeHNS 3hdEKTUBHOCTU AeATENBHOCTM Manbix depmepckunx xo3ancTs. ObenyxumBatoLme Koorne-
paTuBbl MOTYT OpraHn30BbIBaTh COLIT 1 NepepaboTKy npoaykumn, obecneynBate epmy KOpMamu, TEXHUYECKMI CpeacTBaMm
1 NepefoBbIMU TEXHOMOMUAMM, NOMOXET MOBbLICUTL NMPON3BOAUTENBHOCTL M 9KOHOMUYECKYIO A(PMEKTUBHOCTL KaXO0ro YneHa
obcnyxmBatoLLero koonepaTtyea. B pesynbrate NpoBeAEHHOMO MCCREA0BaHNs BbISIBIEHO, YTO C TOYKU 3peHnst apdeKTUBHOCTM
1 Ka4yecTBa, KpynHble arpapHble NpeanpusaTus uMetoT Bonbluoe 3HaveHve B NPoM3BOACTBE Morioka. OfaHako rocyaapcTBeHHas
nonuTuKa OOMMKHa cnocobCTBOBaTb MPOWM3BOACTBY MOJSIOKa B AOMALLHMX XO3AWCTBaX M HeBOMbLUMX depMepCcKuX X03AMcTBax,
MOCKOIbKY OHU KOHLEHTPUPYIT novTh 76% npon3BoACcTBa Mornoka. Ha ocHoBe NMpoBEAEHHOro 1ccneaoBaHnsa MOXHO CAenaTb
BbIBOAbI, YTO B HacTosiLiee BpeMs npobnema 3KOHOMUKMA COCTOUT B 06ecreveHnr KOHKYPeHTOCNOCOBHOM U KayeCTBEHHOW To-
BApPHOW MOMOYHOM NPOAYKLMN U MONyYeHUM BOMbLIOrO KONMYECTBa MOSIOYHOTO Chipbs, a ANA 3TOro HeobXxoaMMO yaepxuBaTb
BbICOKOMNPOAYKTUBHBIE NMOPOLbI XUBOTHBIX, BHEAPATL BbICOKOMPON3BOAWTENbHbIE TEXHUYECKME CPEACTBA U HOBbIE TEXHOMOMMN
MPON3BOACTBA, XPAHEHWS CbIPOTO MOSOKA W KOHTPOSIA Ka4ecTBa MOMOYHOTO Cbipbsi HA BCEX aTarnax ero npousBoAcTBa U peanu-
3aLUMM MOMOYHBIM NPEANPUATUAM. [JoMOX0341MCTBaM U MENKUM (PEPMEPCKUM XO3AMCTBAM HEBO3MOXHO OCYLLECTBUTbL 3TW MEpbI
camocTosATeNnbHO. ITO BO3MOXHO Bnarogaps COTPyAHUYECTBY Manbix NpeanpuaTuin, 4to Byaet cnocobcTBoBaTL NPOWM3BOACTBY
Ka4yeCTBEHHON MOIOYHOW NPOAYKLMU, MOBBLILLEHUIO NPOU3BOAUTENBHOCTUA U 3KOHOMUYECKOW 3(MEKTUBHOCTY KaXAoro YneHa
Kooneparvea, a Takke rocy4apCTBEHHON NoaaepxKe.

KntoueBble cnoBa: arpapHble NpeanpuaTis, AOMOXO035ICTBa, depmbl, NPOU3BOACTBO MOMOKA, KOHKYPEHTOCMOCOBHOCTb
npoun3BoAcTBa, 06CNYXMBaHUA KOONEPATUBOB.

Formulation on the problem. Ukraine has
created conditions for running agricultural
enterprises of various forms and sizes. Agricultural
enterprises and small farms are the principal
commodity producers of agricultural products,
including milk products. Small businesses in
agriculture include households and farms based on
the farmer and his family members labor, with the
possible involvement of several hired workers [1].
Recently, their importance in the agrarian sector
has been growing and, despite some problems,
they are important commodity producers of
agricultural products, including milk products.
Small businesses in agricultural production act
as an effective regulator of economics, which
forms a high level of competition and prevents
uncontrolled growth of market prices, has a high
creative potential, supplies the market with a
new range of products through instant reacting
to various individual consumer needs, as well
as reduces the level of existing unemployment
due to being the main source of employment [2].
Therefore, the state should pay special attention
to small business.

An analysis of recent research and publications.
The issue of milk production in various
organizational and legal forms, especially in
households and farms, is discussed in scientific
works by M.I. Malik, O.M. Shpychak, P.T. Sabluk,

M.V. Kalinchyk as well as in the papers of
scientific staff of Educational Research Centre
"Institute of Agrarian Economics”.

Setting objectives is to evaluate the activity
of all business structures and producers engaded
with milk production in order to increase the
competitiveness of dairy raw materials production
under the condition of service cooperatives
development. This article establishes that there is
cooperation to improve the efficient operation of
small businesses. It has been proven that Service
Cooperatives can organize the sale and processing
of products, as well as provide farms with feed,
equipment and the latest technologies, which will
increase productivity and economic efficiency of
each member of the service cooperative.

The main research material. In recent years,
the overall level of dairy production in Ukraine has
declined significantly. The volume of production
in all categories of farms varied from 11.2 million
tons in 2010 to 11.1 million tons in 2014 and has
a clearly defined tendency to decrease. The level
of milk production in agricultural enterprises
grew by 19.4% during 2010-2014 and by 2.5%
compared to 2013. At the same time, in the
households, on the contrary, a 6.1% and 4.7%
decrease in production was observed. However,
even under the production decrease, the farms
remains the principal milk producers, and their
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Table 1
Milk production in Ukrainian farms of different organizational and legal forms of management
Ind Year

naex 2010 2011 2012 2013 2014
Cows stock, total ths animals 2631.2 2582.2 2554.3 2508.8 2262.7
Including:
Agricultural enterprises 589.1 583.7 575.2 565.4 529.2
Households 2042.1 1998.5 1979.1 1943.4 1733.5
Average milk yield per cow, kg: 4082 4174 4361 4446 4508
Including:
Agricultural enterprises 3975 4109 4676 4827 5027
Households 4110 4192 4276 4343 4363
Total milk output, ths tons: 11248.5 11086 11377.6 11488.2 11132.8
Including:
Agricultural enterprises 2216.6 2245.9 2535.3 2582.5 2647.5
Households 9031.9 8840.1 8842.3 8905.7 8485.3

Source: formed according to the State Statistics Service of Ukraine data [3]

share in the total volume of milk produced by all
categories of farms was 76.2% (Table 1).

Positive trends in the dairy cattle development
are also observed in the Kyiv region. Milk
production in the Kyiv region increased by 3.5%
in all categories of farms (from 451 thousand
tons to 467 thousand tons) during 2010-2014 and
decreased by 1.9% compared to 2013. The level
of milk production in agricultural the enterprises
during 2010-2014 increased by 10.7% (from
196.7 thousand tons to 217.8 thousand tons)
and by 1.83% compared to 2013. On the other
hand, milk production decreased by 2.0% (from
254.4 thousand tons to 249.2 thousand tons)
and 4.5%, respectively, in the households. The
principal producers of milk in the Kyivregion are
the households — their share in the total volume
is 53.4%.

The existing livestock of the dairy herd and
its productivity are the main factors indicating
a decrease in the milk production volume. In
Ukraine, cows livestock in all categories of
farms decreased during 2010-2014. However,
milk production profitability level in Ukraine
reached 18% during 2010-2011 and in 2014 it
was 13.7% . Even at such a level of profitability,
the reduction in the number of cows did not
stop and made 2262.7 thousand in 2014, or 14%
less compared with 2010 when the livestock
amounted 2.631.2 thousand animals. (Table 1).
Instability of export markets and the famine
prices for dairy products are the reason for cows
number reduction in Ukraine [4].

The analysis of the livestock distribution by
the type of economy showed that in 2014, 76.6%
of its total number was owned in households.
During the studied period, the number of cows
in these farms decreased by 15.1%, and in
agricultural enterprises it decreased by 10.2%.
In 2014, the number of cows amounted to
4.8 million in Ukraine, of which 1.2 million or
25.9% were raised in farms, and 16.4% were
raised in the Kyiv region. In 2014 the farmers

usually raised 1-2 cows in their households.
The number of cows in all farms of the Kyiv
region decreased from 80.9 thousand animals in
2010 to 73.2 thousand animalsin 2014, or by 9.5% .
The reasons for this reduction included a decrease
in the number of cows in households during the
mentioned period by 11.9%, and 6.1% decrease
in agricultural enterprises. Such a rapid decline
of cows’ livestock in households in recent years is
a direct consequence of integration economic ties
imbalance in the system of territorial organization
of production, poor use of local agro-climatic
and economic conditions, as well as the critical
demographic situation in the countryside, that is
the population aging. [5]. However, even in this
situation milk production remained at the level of
11 million tons in 2010-2014.

Cows productivity varies over the years in all
categories of farms in Ukraine and in the Kiev
region. Thus, the cows productivity increased
by 10.4% (from 4,082 kg to 4,508 kg) in all
categories of farms in Ukraine during the study
period. In agricultural enterprises it increased by
26.5% (from 3975 kg to 5027 kg), in households —
by 6.2% (from 4110 kg to 4363 kg). In the Kyiv
region the cows productivity increased by 14.8%
(from 5248 kg to 6023 kg) during 2010-2014.
In agricultural enterprises it increased by 16.6%
(from 5112 kg to 5961 kg), in the households —
by 13. 4% (from 5,363 kg to 6,081 kg). The herd
provision with sufficient quantity of high quality
feeds, improving the reproductive capacity of
the livestock, increasing the genetic potential of
the breeds, improving their structure, hereditary
features of the livestock, age of cattle, time
from calving to fertilization, organization of the
proper milking etc. are the factors for raising the
productivity level of dairy cattle.

The situation in the economy regarding milk
production and sale in Ukraine has affected its
marketability, which characterizes the value
of production and its market orientation.
In 2010, the marketability of milk in agricultural
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enterprises was about 88.86%, and in 2013 -
91.56%, that is, it increased by 2.7%. In the
households, this indicator was 43.84% and
38.87, respectively, and decreased by 4.97 points.
The growth of milk marketability in agricultural
enterprises is a positive factor. The Ilow
marketability in households producing 77.5% of
milk in 2013, and 76.2% in 2014 is explained
by the fact that farmers consumed the produced
milk, fed it to the animals, and by partial loss.
A significant quantity of milk remains outside
the market. At present, all categories of farms,
both agricultural enterprises and households, sell
the milk produced mainly through the following
channels: processing enterprises and procurement
organizations, in the market, etc. The right choice
of the milk distribution channel on the market
predetermines its success or failure. Total milk
sales in Ukraine has declined. Thus, in 2013, it
amounted to 5,826 thousand tons, i.e. it decreased
by 189 thousand tons as compared to 2010
(Table 2). In the Kyiv region, the milk sale has
decreased from 375 thousand tons in 2010 to
315 thousand tons in 2013, i.e. by 60 thousand
tons.

In 2013, the share of agricultural enterprises
in the total volume of sales made 40.6%, and
the share of households made 59.4%. Despite
the fact that households produce more than
77.5% of the total milk production in Ukraine,
only 52.7% of dairy raw materials is supplied
to processing enterprises. The same situation
is observed in the Kyiv region. The share of

agricultural enterprises in total sales is 61%, and
households make 39% of this volume. In 2013,
the households accounted for 54.8% in total milk
production. But this category of farms does not
supply enough dairy raw materials to processing
enterprises — they supply 27.4% of households
gross milk production. During 2010-2013 in
Ukraine, the volume of dairy raw materials sold
by households to processing enterprises decreased
from 59.7% to 52.7%, and in the Kyiv region it
decreased from 34.1% to 27.4% . The population
is not interested in selling dairy raw materials
to dairy processing enterprises, since the sales
price for milk on the markets are higher than the
procurement prices. Thus, in 2014 in Ukraine the
average procurement price for milk at agricultural
enterprises amounted to 3,588 UAH/tonne, and
at households — 2,961 UAH/tonne; in the Kyiv
region it was 3,521 UAH/tonne and 2,378 UAH/
tonne, respectively, that is, it was 627 UAH/
tonne and 1,143 UAH/tonne lower than the price
paid by agricultural enterprises. Therefore, farms
use most of their milk for their own needs and
sell a small amount of it in marketplaces.

The assessment of the quality of milk delivered
to dairy enterprises in the Kyiv region was carried
out according to DSTU 3662-97, which met the
requirements of European standards and applies
to cow whole milk when purchased in dairy farms
of agricultural enterprises and private farms
specialized in milk processing. In the standard,
special attention is given to the regulatory
requirements for milk purchased. In 2014, the

Table 2
Milk sale channels in Ukrainian enterprises of various organizational
and legal forms of management
Indi Year
ndices 2010 | 2011 | 2012 | 2013
All categories of suppliers
Quantity sold, ths tons 6015 5921 5977 5826
Including:
Sold to processing / procurement enterprises 4787 4794 4949 4918
Sold in the markets 1121 1085 968 908
Adricultural enterprises
Quantity sold, ths tons 1970 2039 2342 2365
Including:
Sold to processing / procurement enterprises 1930 2001 2300 2325
Sold in the markets 39,8 38,0 41,8 39,5
Households
Quantity sold, ths tons 3960 3841 3594 3462
Including:
Sold to processing / procurement enterprises 2856.7 2793 2649 2593
Sold in the markets 1081 1047 926 869
Households share, %:
In milk production 80.3 79.7 7.7 77,5
In sales volume (total) 65.8 64.9 60.1 59,4
lum 1i T in rocuremen
er}/;c‘;rtll)rigzssupp ed to processing / procurement 59.7 58.3 53.5 52,7
Volumes sold at the market 96.4 96.5 95.7 95,7

Source: Formed according to the State Statistics Service of Ukraine data [6]
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share of Extra grade milk sold by agricultural
enterprises to processing enterprises amounted to
24.5%, the share of high grade milk was 38.4%,
first grade - 34.7%, second grade — 2.4%.
4% of milk supplied by households was first grade,
95.9% — second grade, 0.1% — substandard.
The sharp decrease in the sales volume of high-
grade milk is caused by an increase in the share
of commercial quality milk produced by private
sector (76.2%), which makes it practically
impossible to conduct a quality analysis. This
milk is graded second grade because it does not
meet the standards of the highest and the first
grade, due to the technological features. Manual
labor in private households leads to an increase in
the total bacterial contamination of the product.
Tthe milk yielded from different cows is often
substandard which reduces the quality of the final
dairy product. In the main, milk raw materials of
private households are intended for dry milk and
casein production. The issue of milk production
efficiency definition in Ukrainian enterprises
of various organizational and legal forms of
management is very topical (Table 3).

The analysis of milk production cost indicators
in small farms in 2014 shows that its level is
lower compared to that of agricultural enterprises
by 27.3% (Table 3). At the same time, prices for
milk sales in small farms are lower than those
in agricultural enterprises by 15.2%. Since
the price of milk sales excesses the full cost of
1 centner of milk in all organizational and legal
forms of management, the financial performance
of farms engaged in milk sale improved. In 2014,
agricultural enterprises received a profit of
UAH 945.5 million for selling milk to processing
enterprises, and small farms profited UAH
16.5 million. The level of profitability in small
farms is 3.1% higher compared to agricultural
enterprises. The optimal level of profitability,
which is 30—-50% , provides enhanced reproduction
and growth of material incentives funds, it
characterizes the cost effectiveness and justifies
the sector structure and profit gaining [7].

In 2013 there were 33 thousand farms in
Ukraine, of which only 1.4% were engaged in
milk production. The reason for the refusal of
small farms to be engaged in milk production is

high investment needs and the possible risk of
loss of the market. After all, the attraction of
investment capital will contribute to the growth
of competitive capacity in farms [8]. According to
V. Lebid, it is a big mistake to expect to attract
the investments after the introduction of the land
market and its collateral for bank loans. Due to
speculative corrupt schemes, farmers lose their
land parcels. After the introduction of the land
market, their impoverishment will accelerate
along with the loss of any prospects and hopes
to purchase them. No peasant will be able to
buy land as well as to run successfully a farm
specializing in crop or livestock production in a
market economy, since it is difficult to establish
a competitive environment in a few months with
the corresponding consequences of land loss [8].

It should be noted that the sales prices of these
products in 2014 reached 3,449 UAH per tonne
(USD 381.14) or they were 21-47% higher than in
the EU and the USA. The cost of milk production
in Ukrainian agricultural enterprises is higher
than the sales prices in the countries mentioned.
It must be taken into account that domestic
sales prices for milk-raw materials exceed the
world prices. Therefore, in the conditions of
globalization and interpenetration of economies,
the business entities will be effective under the
present conditions of the price environment if
they reduce the production cost to the required
level [7]. First of all, it is necessary to reduce
the cost of milk production at the expense of
increasing cows productivity, which is possible
with rational feeding. Rational feeding will save
feed resources and will enable the farmer to
ensure the competitiveness of domestic products
in the world market.

Concentrates consumption in cows feeding
exceeds 30% which is unacceptable in the current
productivity of animals. According to Belarusian
researchers, this reduces the cows productivity,
and high production costs cause the production
uncompetitiveness in the world market [8].
In most countries, the average annual milk yield
of up to 4-5 thousand kg is obtained without
adding preservatives to the diet, their energy unit
is much more expensive compared with roughage
and succulent forages. Scientists argue that it is

Table 3

Efficiency of milk production in Ukrainian enterprises of various organizational
and legal forms of management in 2014

Index All . Including
enterprises | Agricultural enterprises | Small farms

Milk sold, ths centners 23179 22784 395
Cost value for 1 centner of milk, UAH 303.3 304,3 251,2
Cost of 1 centner milk sold, UAH 344.9 345.7 293.2
Profitability /unprofitability (-) level of milk sale, % 13.7 13.6 16.7
Profit (- loss) for milk sale, ths UAH 962,026 945,468 16,557
Per cow, UAH - 1849 -

Per hectare of agriculture land, UAH 45.0 50.5 6.2

Source: Formed according to the State Statistics Service of Ukraine data [6]
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possible to provide 20-25 kg daily milk supply
without using concentrates with the rations
containg high quality, timely harvested feeds with
above 10 MJ of exchange energy in 1 kg of dry
matter concentration (dry protein concentration
of 15-18%) [7; 8]. Other scientists point out
that cows productivity level is related to the
live weight of animals. Thus, the concentration
of 10.8 MdJ of energy in 1 kg of dry matter in
feeding cows weighing 400 kg can provide 15 kg
of milk. Cows weighing 500 kg can yield 20 kg of
milk under this feeding condition, those weighing
600 — 25 kg, cows weighting 700 kg can produce
354 kg of milk [8].

The effectiveness of milk production depends
on two factors — the cost of milk production and
its sales price, with the production cost to be an
indicator of the enterprises economic activity
results as well as the established system of
production management. Prices in the market
conditions in Ukraine depend on the production
concentration. Each small farm sells an average of
190 kg of milk, while a large one sells 1,460 kg,
or 7.7 times more [4]. The major part of large
farms (63%) sells no more than 500 kg of milk
per day, while the capacity of dairy processing
plants is 10-20 times higher. The research has
shown that farms have a low concentration of milk
production while 29% of agricultural enterprises
specializing in its production have daily yield of
30-100 centners, or 3—10 tons. It is these volumes
of milk sales that give the opportunity to get a high
price milk sales of 332—-366 UAH per 1 centner of
milk compared with 273-312 UAH per 1 centner.
Professor M.M. Ilchuk noted in 2004 that the
growth of milk production concentration in
agricultural enterprises would increase the sales
prices by 15-25% [14], and M.V. Kalinchyk
noted up to 32% growth in the next three years
[8]. Consequently, farms have low daily milk
production volumes compared with agricultural
enterprises. Powerful dairies raise dairy raw
materials sale prices for the latter. Small farms
can not stand the competition with agricultural
enterprises producing more than 2-10 tons of
milk per day. This is explained by the fact that
agricultural enterprises increase their economic
efficiency through reducing the production cost
of milk, and they reach the highest price for
dairy raw materials at the expense of production,
while farms with small sales volumes increase the
efficiency of production only at the expense of
milk production cost lowering. Therefore, the state
faces a dilemma: to promote the concentration of
milk production through investment programs or
to provide subsidies to farms, and thus support
sales prices at a level that provides cost-effective
small-scale milk production and to develop
co-operative milking rooms trough one-time
measures [4]. M.V. Kalinchyk, V.V. Lipchuk
and other scientists engaged in investigating the
organization of a farm, made calculations for the
project of dairy farms establishment for 20, 50 and
1000 cows [4]. According to their calculations,

the profitability rate per 1000 cows is 20%. In
modern market conditions, in their opinion, milk
production will be unprofitable in a 20 cows farm,
zero profitability was determined for farm with
50 cows. This capacity can also be effective, as
prices for dairy raw materials are higher for
enterprises producing more than 5 tons of milk
per day by 15-30% for high quality product
provided that the enterprises will be located
on the way of milk transportation to the dairy.
According to the scientists, farms raising 20 and
50 cows, will be effective if they are provided
with technical equipment and livestock facilities.
For newly established farms, state support should
be provided for 10 years — 99 and 44 thousand
UAH, respectively, for 20 and 50 cows farms
(to repay a loan and the interest taken for the
livestock farms construction). Another payment
support is necessary a year after the farm being
constructed — 360 and 900 thousand UAH
(for hifers purchase) [4].

If a farmer has to build a farm and repay the
loans annually with interest (a 10-year loan on
10%), the amount of damages and depreciation
will make 150—200 thousand UAH annually on
such farms, according to the calculations of the
scientists. If, in addition to the feed production
in the enterprises under study, more than 50% of
arable land will be used for crop production, the
amount of losses will be reduced to 40—90 thousand
UAH. According to the -calculations of the
scientists, if the company will have to purchase
additional stock (20% more), the losses will
make 19-23 thousand UAH, and for the farm
for 1,000 cows it will only make 7.3 thousand
UAH, that is, three times less. According to their
calculations, the amount of the loan with interest
for farms of 50 cows will reach almost 5 million
UAH in ten years or 100 thousand UAH annually
per one cow. As a rule, such loans are not granted
to enterprises farming 20 and 50 cows. Under
these circumstances farms can only count on
state support and a higher sale price for the raw
milk. It is woth considering that in Ukrainian
enterprises producing more than 5 tons of milk
per day, the sale price was 10% higher than that
of enterprises producing up to 1 ton of milk per
day. Consequently, the main factor in improving
economic efficiency for small farms is reducing
the cost of milk production at the expense of
rational use of feed, crops sowing, harvesting and
storage.

Lending is very important under limited and
insufficient own resources in small farms, as well
as in agricultural enterprises. Currently, there
are programs involving foreign banks in Ukraine,
but the cooperation of banking systems and small
forms of management is low, therefore there
are problems of attracting additional financial
capital. The obstacles to obtaining loans by small
agricultural producers are: high interest rates;
lack of experience in lending money to villages
by domestic banks; short loan history of the
borrower; lack of a unified banking policy in
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this area; overestimation of mortgaged property;
underdeveloped system of legal regulation
of institutions; low level of infrastructure
development, etc. [2]. Therefore, the measures to
improve the situation should include the following:
the establishment of preferential lending;
ensuring the appropriate conditions for the
lending availability for all forms of management;
the state must take part in long-term lending;
stimulating the development of the lending
system on the pledge of the future harvest; state
financing for providing enterprises with means of
production under leasing conditions; stimulating
the organization of crediting societies and
cooperatives; lending which involves alternative
types of mortgaged property and commodity
lending [2; 8].

In order to support the economic activity of
small enterprises, the legislative base should be
improved due to support programs, which should
take into account the climatic conditions of the
economy and the main factors influencing the
increase of small enterprises efficiency. Small
businesses find it difficult to solve the problems
related to the search for profitable markets, lack
of material and technical resources and the lack
of financial resources for their acquisition and
renovation, lack of necessary objects of storage
and primary products processing, which adversely
affects the level of economic efficiency of their
activities [2]. World experience shows that
having merged with service cooperatives, even
with those possessing low economic potential,
small farms can gain strength to overcome the
above-mentioned problems.

Establishment of service cooperatives is the
way to improve the efficiency of small business
activities. This is one of the ways to achieve
the effective operation of small businesses. The
establishment of service cooperatives contributes
to more rational use of available financial and
material resources, the expenses for their additional
involvement are reduced, the opportunity for small
farms to enter the market springs up which results
in producing competitive dairy products.

The development of service cooperatives can
protect small dairy enterprises from unfair
competition of the intermediaries, it can become
a means to increase the creditworthiness of
enterprises and promote the raising of the
professional level of milk producers. Research
has shown that small farms are less competitive
compared with agricultural enterprises at a price
factor, despite the fact that they have 76% of cows,
which, at the expense of production concentration,
provide a 22% higher price. It is only owing to
establishment of service cooperatives that small
farms will have a reliable prospect of effective
development, which will facilitate their transition
to a new level of production and will invest money
in equipment.

Dairy cooperatives incorporate owners of dairy
raw materials purveyor and sales. Their feature
is that its participants will be able to receive free

pedigree dairy cows, new ways of selling dairy
raw materials at favorable prices, and the risks
will be distributed among all the participants.
Farms performing all technological operations at
the expense of their own technical resources may
disappear if cooperatives are not established.

Apart from the legislative support, state
support for livestock development is necessary
to create such cooperatives. Currently, the
subsidies are paid per cow in order to awake small
producers’ interest in milk producing. In our
opinion, the mechanism of such support should
be changed, namely the donation are to be made
not for a cattle unit, but for the quantity and
quality of milk sold. Since January 1, 2012, a
mixed scheme of compensation payments to milk
producers was introduced for VAT: a part of the
VAT paid by the milk processors is returned as a
direct subsidy to the producer, and the rest — is
paid in 2014. 50% of VAT is paid to the special
fund of the state budget and is further distributed
to the National Bank of Ukraine for financing the
agricultural producer support programs.

Every private farm that sells milk to the
processing enterprise should receive the VAT
subsidy from the processor, in addition to the
value of the products, since the processing
enterprises do not pay the proper amount of VAT
to the budget, but they pay it as a subsidy to
suppliers of dairy raw materials. Also, partial
reimbursement of expenses for the purchase of
individual milking units is paid to owners of
private farms, where they farm three or more
cows. The amount does not exceed 5000 UAH
per cow. Programs for the reimbursement of
livestock farms construction or reconstruction
are being extended. It is advisable that at least
15 cows should be kept in households and small
farms. Under the WTO conditions, farms raising
less than 15 cows and having no equipment for
milking and milk purification, can not supply the
milk to the dairy processing enterprises. In order
to obtain high-grade milk (the number of somatic
cells in 1 cm3 is less than 300 thousand), the
corresponding technology of its production should
be followed: machine milking with manipulators
(it ensures the timely disconnection of the devices
and thus prevents cows against mastitis), pipe-
line milking, milk filtering and cooling, which
is technically, technologically and economically
feasible only on large farms [8]. Also, the milk
obtained from small farms, does not meet the
standards of the higher and the first grade due to
its technological features.

Conclusions. Thus, from the point of view
of efficiency and quality, large agricultural
enterprises are of a great importance in milk
production. However, state policy should
contribute to milk production in private
households and small farms, since they account
for almost 76% of milk production. Currently,
providing competitive and high-quality dairy
products and dairy raw materials to large dairy
farms is the problem of the economy. That is
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why it is necessary to keep highly productive
breeds of animals at farms, to introduce highly
productive technical means and new technologies
for production, storage of processing and sale of
dairy raw materials and to control the quality of
dairy raw materials at all stages of its production
and distribution to milk processing enterprises.
Individual farms and small farms can not
implement these activities on their own. It is
the cooperation of small businesses increasing
the productivity and economic efficiency of
each member of the cooperative, as well as state
support, that will promote the production of high
quality commodity dairy products.
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