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IMPROVING THE MANAGEMENT OF THE MILK MARKET
DEVELOPMENT TO ENSURE FOOD SECURITY OF UKRAINE
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YAOCKOHAAEHHSA YITPABAIHHSA PO3BUTKOM PUHKY MOAOKA 3 METOIO
3ABE3IIEYEHHS ITPOAOBOABYOI BE3ITEKU YKPAIHU

The current state, main tendencies and problems of development of the Ukrainian milk market are investigated. It is
proved that there is an internal shortage of dairy raw materials in Ukraine: to provide enough milk and milk products for the
population of Ukraine in 2019, according to The Adult Health Nutrition Guidelines, approved by the Minister of Health of
Ukraine, at least 11500 tonnes of milk should have been produced, while in fact only 9686,9 tonnes were produced by all kinds
of farms together. The reasons for the decrease in milk production have been identified: cow population decreasing in 2019 by
620 thousand animals, or 25,38 %, versus 2013, and stabilizing of the average yearly milk yields in households.

Factors affecting the decrease in the number of cows are analyzed. Among agricultural enterprises the key factors are the
rapid implementation of the land market in Ukraine, incomplete payouts of compensation provided by state support programs
in 2019, as well as rumors about the significant reduction of these programs in 2020. Factors that influence the decrease in cow
population at household farms include declining labour resources in rural areas due to migration and aging of the rural
population that drives the elderly people who are mostly involved in milk production, to resign from owning cattle, not having
sufficient means of sustaining it. Low purchasing prices for milk are also among the factors.

Budget support programs for dairy cattle breeding in 2018 —2019 are considered. Proposals to improve the management
of the development of the milk market, in particular, the need to develop a long-term program of development of the dairy
industry of Ukraine are substantiated. This program needs to span at least five years, which is driven by the long term of return
on investment in milk cattle farming. It should provide for preferential conditions and priority right to purchase land allotments
by dairy farming enterprises; maintaining a number of current budget support programs for livestock (such as offsetting the
cost of bank-financed assets; partial reimbursement of the cost of livestock facilities; partial reimbursement of costs for stock-
breeding animals, semen and embryos, subsidies for growing stock); replacement of special budgetary subsidies for keeping
cows with subsidies for the volume of products sold.

AocaipkeHO cydacHmMIT CTaH, OCHOBHI TeHAEHLi Ta MPo6GAeMU PO3BUTKY PMHKY MOAOKa YKpainu. AosepeHo, mo B Vkpaini
CIOCTepira€ThCsl BHYTPilIHiM AeilT MOAOYHOT CMPOBMHM: AASI 3a6e3nedeHHs HaceAeHHsT Y KpaiHM MOAOKOM Ta MOAOYHMMM IPO-
Ayktamu 'y 2019 p., 3riano 3 "Pexomenpanismu moA0 3A0pOBOro XapyyBaHHS AOPOCAUX", 3aTBEPAKEHMX MIHICTPOM OXOpPOHM
300poB'st Yrpaiuu, norpi6Ho 6yao BupoGuryu minimym 11500 Tic. T MOAOKA, TOAL SIK BCiMa KaTeropisiMmu rocnoAapcTs 6yAo Bupo6-
AeHo Anme 9686,9 Tuc. T MoAoka. BcTaHOBAEHO IpMUMHM 3MEHITEHHST 06CATiB BUPOGHMITEA MOAOKA: CKOPOYEHHS IIOTOAIB'SI KOPiB
y 2019 p. mopisuszo 3 2013 p. Ha 620 Tnc. roAis a6o Ha 25,38% Ta crabiaisanis cepepHix piYHNX HAAOTB MOAOKA Y AOMOTOCIIOAAD-
crBax. [IpoaHanizoBaHO YMHHMKY, IO BIAMBAIOTh Ha 3MEHIIEHHS IOTOAIB'SI KOPIiB. ¥ CiABCBKOrOCHOAApPCHKUX HMIAPUEMCTBAX
TOAOBHOIO IPMYMHOIO € MIBUAKA IMIIA€MEeHTAlLlis pUHKY 3eMAi B YKpaiHi, HelOBHi BUIIAATH KOMIIEHCAILil 32 iCHYIOUMMM IIporpama-
mu AepsRIATpUMKHM Y 2019 p. Ta uyTKM npo ix cyTTEBe cKOpouenHs y 2020 p. Ao YMHHMKIB, SIKi BIAMBAIOTh HA CKOPOYEHHS [IOT0-
AiB'S KOPiB y AOMOI'OCIIOAAPCTBAX, HaA€KaTh 3MEHIIEHHS KiAbKOCTi TPYAOBMX pPecypciB y CiAbCBHKil Micl}eBOCTi BHACAIAOK IPO-
yeciB mirpauii, "cTapiHHI— CiAbCHKOI'0 HaCeAEHHS, BHACAIAOK YOTO AIOAM AITHBOTO BiKY, SIKi e peBasKHO 3aiiMarOThCSI BUPOGHMIL -
TBOM MOAOKA, M036aBASIIOTCS Bip XyA0GM, He MarouM CUA Ti yTPMMYBATH, a TAKOK HU3bKi 3aKyTiBeAbHi iHX Ha MOAOKO.

PosrasHyTO mporpamu GroAKe THOT ATPUMEKM MOAOYHOTO cKoTapcTsay 2018—2019 pokax. O6rpyHTOBaHO MPOMO3MILii IOAO
YAOCKOHAaAEHHS YIPaBAiHHS PO3BUTKOM PMHKY MOAOKA, 30KpeMa, HeOGXiAHICTh PO3POGKY AOBrOCTPOKOBOI IPOrPaMu PO3BUTKY
MOAOYHOI raaysi Ykpainu, sika moBuHHa GyTyu po3paxoBaHa He MEHII, Hi’K Ha II'STh POKIB, [0 MOB'A3aHO 3 TPUBAAMM TEPMiHOM
OKYIHOCTi 06'€KTiB MOAOYHOTO CKOTApCTBA. B Hili He06XiAHO TepeAGaYNTH MiABrOBi yMOBM Ta MPiOPUTETHE MPABO HA KYTiBAIO
3eMeABHMX HAAIAIB CiABCHROTOCTIOAAPCHKMMM IATIPMEMCTBAMM, IO 3aMMAIOTHCSI MOAOYHMM CKOTAPCTBOM; 36epeskKeHHs PIAY YMH-
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HUX Oporpam GIOAKeTHOT ATPUMKM raAy3i TBAPMHHUIITBA (KOMIIEHCAList BAPTOCTi 06'€KTiB, NpodiHaHCOBaHUX 3a PAXyHOK GaH-
KiBCBKMX KPEAUTIB; YACTKOBE BiALIKOAYBaHHS BAPTOCTi TBAPMHHMUIBKMX 06 €KTIB; Y4aCTKOBE BiAIIKOAYBAHHS BAPTOCTI IAEMiHHMX
TBapMH, CIIEPMM Ta eMOPiOHiB; AOTAllisl 32 MOAOAHSIK); 3aMiHy CrieljiaAbHMX GIOAKETHUX AOTALil 32 yTPUMaHHS KOPIiB AOTAL[isIMMU

Ha 00csar pearizoBaHOT IPOAYKIL.

Key words: deficit, milk market, state support of the producers.
Kawo4o6i caoba: punox moroka, depiyum, deprxabua nidmpumxa bupobrurié.

INTRODUCTION

The milk market is an integral part of the food
market and plays an important role in shaping the
state's food security. Currently, there are quite
contradictory statements in the media space of
Ukraine regarding the problems and prospects of
the development of the milk market in the country.
Thus, according to the data of the International
Farm Comparison Network (IFCN), Volodymyr
Andriets, an analyst of the Ukrainian Milk
Producers Association notes that Ukraine is ranked
22nd in the ranking of world milk producers and has
every chance to increase its share in the structure
of world exports. Among the main competitive
advantages of Ukraine, the expert lists the price of
milk, which is 10% below the world average, and
the increase in the production of extra grade milk
(26 % of the total milk production). The role of
Ukraine as a world exporter of casein — third
largest in the world, butter — fifth largest, skimmed
milk powder — eighth largest, and second largest
(after New Zealand) exporter of butter to EU
countries is also emphasized [1].

Leading researcher of the Department of Eco-
nomics of Agrarian Production and International
Integration of the National Science Center of the
Institute of Agrarian Economics (IAE NSC) Olga
Kozak, based on the results of the study "Forecast of
milk production in Ukraine by 2030: methodology
and calculations— [2], emphasizes that, given the
current trends in the dairy industry, milk production
in Ukraine will decrease by 12.3% (up to 8830,0
thousand tons) by 2030 compared to 2018, and there
is already a shortage of dairy in the country raw
materials, as evidenced by: rising purchase prices
corresponding to, and in some places higher than the
world, the expansion of up to 600 km of scales of raw
materials of processors, reduction of export and
increase of import of dairy products.

Vice President of the Milk Producers Asso-
ciation Anna Lavrenyuk warns that if cow
population continues to decline at the same rate
asin the second halfof 2019, "we are at risk of being
left without Ukrainian milk and lose the main
budget-forming industry— [3].

THE PURPOSE OF THE STUDY
The purpose of the study is to analyze the milk
market of Ukraine, its current state, and sub-

\

stantiate concrete proposals for improving the
management of its formation and development in
order to improve its efficiency and ensure food
security of Ukraine.

DATA AND METHODS

The basis of the study is a systematic approach
to the study of the formation and development of
the milk market in Ukraine. The statistical and
economic method, including its methods —
dynamic, index, structural and graphical analysis,
was used in the research process. The data of the
State Statistics Service of Ukraine, the Association
of Milk Producers, the legislative and regulatory
acts of Ukraine, the work of domestic experts on
the problem of research, as well as information
resources of the Internet are analyzed.

RESULT AND DISCUSSION

The Adult Health Nutrition Guidelines,
approved by the Minister of Health of Ukraine,
stated that daily consumption of dairy and sour
milk products should be 2.5—3 servings per day
(one serving is a glass of liquid product or 40 g of
solid cheese or 120 g of homemade cheese) [4].
Similar recommendations are also provided by the
USDA Center for Nutrition Policy & Promotion.
Therefore, in order to provide milk and dairy
products to the Ukrainian population in 2019, a
minimum of 11500 thousand tons of milk was
needed (taking into account that the average size
of the existing population excluding the tempo-
rarily occupied territory of the Autonomous
Republic of Crimea and Sevastopol in January-
November 2019, according to the State Statistics
Service of Ukraine, amounted to 42037936 people.
Since in 2019 all categories of farms in Ukraine
produced 9686.9 thousand tonnes of milk (Fig. 1),
we can say that in Ukraine there is indeed an
internal shortage of dairy raw materials.

Figure 1 shows that milk production in Ukraine
by all categories of farms decreased in 2019 compared
to 2010 by 1208.7 thousand tonnes or 11.09%. And if
we compare with 2013 (the maximum volume of milk
production in the last decade) — by 1503.7 thousand
tons or by 13.44%. In 2019 only 9686.9 thousand
tonnes of milk was produced in Ukraine, while in
1990 — 24508.3 thousand tonnes, in 2000 —
12657.9 thousand tonnes.
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Figure 1. Dynamics of milk production by all categories
of farms in Ukraine in 2010—2019, thousand tons

Source: built on data to the State Statistics Service of Ukraine.

It should be noted that during 2014—2019, with
the annual decrease in the gross milk production in
Ukraine, agricultural enterprises in general
increased production by 6.21%, while households
— decreased by 19.26% (Table 1). This led to a
decrease of 5.19 in the share of households in gross
milk production. n., which is a positive trend. It is
this that gives rise to restrained optimism about the
possibility of further increasing the volume of milk
production by agricultural enterprises, subject to
a prudent state policy to support agricultural
producers. However, it is worrying that, by 2017,
agricultural businesses have been steadily increasing
their milk production, in 2018—2019, we are seeing
the opposite trend.

Milk production depends on the number of
cows and their productivity. The decrease in milk

production is primarily due to the
decline in the number of cows that
characterize the data in Table 2.

A significant decrease in the number
of livestock is observed in all categories
of farms. So, in 2019 compared to 2013,
the total number of cows decreased by
620 thousand heads or by 25.38%. The
number of cows in agricultural enter-
prises decreased by 122.4 thousand heads
or 21.85%, in households — by 497.6
thousand heads or by 26.43%. The share
of households in the total cow popu-
lation fluctuates around 76%.

The calculation of the chain index
showed a sharp decline in livestock in
agricultural enterprises in 2019 (6.39%)
after stabilization and even a slight
increase in 2018. According to experts,
the main reason for the decrease in livestock is the
rapid implementation of the land market in
Ukraine: enterprises with inefficient animal
husbandry do not plan to buy land for the
organization of animal feeding, so they get rid of
animals by concentrating on crop production;
efficient enterprises have partially reduced
domestic investment in order to accumulate funds
for the purchase of the same land [3]. Also notable
are the incomplete payment of compensation for
existing state support programs in 2019 and rumors
of a significant reduction in 2020.

As for the factors affecting the decline in cow
livestock in households, one of them is the
reduction of labor resources in rural areas, which
isrelated to migration processes. Milk production
is mainly done by elderly people who grow old and

9686,9

Table 1. Milk production by category of farms (thousand tons)

Years 2019
. g
Categoriesof farms 19013 15014 |2015  |2016  |2017  |2018  [2019 ng’lg‘“
Farms of all categories 11190,6 |11132,8 |10615,4 |10381,5 [10280,5 |[10064,0 |9686,9 86,56
Agricultural enterprise 25589 2647,5 2669,2 2705,6 2765,7 2755,5 2717,7 106,21
Households 8631,7 8485,3 7946,2 7675,9 7514,8 7308,5 6969,2 80,74
Share of households, % |77,13 76,22 74,86 73,94 73,1 72,62 71,94 -
Source: calculated according to the State Statistics Service of Ukraine.
Table 2. Cows by category of holdings, thousand heads
Years 2019
. et
Categories of farms 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 “‘26“1 g‘“
Farms of all categories 2443,0 2262,7 2166,6 2108,9 2017,8 19194 1823,0 74,62
in% to the previous year |- 92,62 95,75 97,34 95,68 95,12 94,98 -
Agricultural enterprise 560,3 529,2 505,1 484.6 466,6 467,8 4379 78,15
in% to the previous year |- 94,45 95,46 95,94 96,29 100,26 93,61 -
Households 1882,7 1733,5 1661,5 1624,3 1551,2 1451,6 1385,1 73,57
In % to the previous year | - 92,08 95,85 97,76 95,50 93,58 95,42 -
Share of households,% | 77,07 76,61 76,68 77,02 76,88 75,63 75,98 -

Source: calculated according to the State Statistics Service of Ukraine.
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get rid of livestock without the

Table 3. Average annual milk yield per cow, kg

means to keep it. Also, under

the obligations under the

Association Agreement with

the EU, Ukraine must har-

monize its legislation with the

provisions of Regulation (EC)

No 853/2004 on special rules

Years 2018
. o
Categories of farms 1 13| 5014 | 2015 | 2016 | 2017 | 2018 ‘nzg’lg‘“

Farms of all categories | 4455 |4508 4644 4735 4820 4922 110,48
in% to the previous year |- 101,19 103,02 101,96 101,80 102,12 -

Agricultural enterprise | 4833|5027 5352 5643 6025 6190 128,08
in% to the previous year |- 104,01 106,47 105,44 106,77 102,74 -

Households 4351 |4363 4437 4473 4480 4559 104,78
in% to the previous year |- 100,28 101,70 100,81 100,16 101,76 -

on food hygiene, including raw
milk. In this regard, the new
DSTU3662 milk quality standard came into force
on 01.01.2019: "Cow's milk raw. Specifications—
[5]. The requirements for the quality of extra,
higher and first grade milk have increased in
accordance with the stated standard. The
requirements for second-grade milk have not
changed, but its producers (mainly households)
may have it delivered to processing plants by
01.01.2020. From that date, a two-year transition
period began during which second-grade milk will
be accepted for technical purposes only (pro-
duction of animal feed, casein, etc.). Taking into
account the fact that the implementation of such
measures was originally planned from 01.07.2018,
part of the owners who donated milk for pro-
cessing, lost cows in advance, as confirmed by the
data in table 2: in 2018, the number of cows in
households decreased by 6.42% compared to 2017.
An important factor affecting the desire of
farms and households to keep cows is the purchase
price of milk. The average price of milk sold by
agricultural enterprises in January — October
2019 was 8058.7 UAH. per tonne, while milk sold
by households — 6 497,2 UAH. per ton. Poor
quality of milk produced by households leads to
low purchase prices, which, together with the
diminishing demand for such milk from processing
companies, will result in the fact that the quantity
of milk produced by households and its
marketability will continue to decline. The
increase in the purchase prices for extra grade
milk, the highest and the first observed in the
context of shortage of dairy raw materials, is a
favorable factor for agricultural enterprises.
Along with the decline in the number of cows,
milk production in the country is affected by farm
productivity. In 2018, compared to 2013, the
average annual milk yield per cow increased by
467 kg or 10.48% (Table 3). However, in agricultu-
ral enterprises in 2018, cow productivity averaged
6190 kg of milk per year, while in households —
4559 kg. The calculation of the chain index shows
that the average annual milk yield per cow in
agricultural enterprises increased by an average
of 5% per year during the study period, while the
increase in cow productivity in households was less

\

Source: calculated according to the State Statistics Service of Ukraine.

than 1% per year. That is why the reduction in the
number of cows in households while stabilizing
average annual milk yields leads to a decrease in
milk production in the country. While increasing
cow productivity in farms, despite the decline in
livestock, has made it possible to increase milk
production in this category of farms.

The performance of the cows was influenced by
the improvement of breeding and breeding work,
the strengthening of the forage base and the
improvement of the conditions of keeping the cows.
In particular, high-performance herds of Ukrainian
black-spotted dairy breed were created in breeding
plants, which was created by crossing black-spotted
cattle of domestic breeding with Holstein. However,
it should be remembered that Ukraine is far behind
the level of productivity of dairy cattle from the
developed countries of the world.

Thus, in order to increase milk production,
cows' livestock production should be stopped and
their productivity improved. To this end, the State
Budget of 2018 and 2019 provided funds for
livestock support and approved the Cabinet of
Ministers of Ukraine Decree "On Approval of the
Procedure for Using the Funds Provided in the
State Budget for Support of Livestock, Storage and
Processing of Agricultural Products, Aquaculture
(Fisheries) — 2018 Ne 107, according to which the
budget funds were directed to the state support of
animal husbandry in the following areas:

— partial compensation for the cost of cons-
truction and reconstruction of livestock farms and
complexes, milking parlors, agricultural processing
enterprises in terms of costs financed without value
added tax due to bank loans (offsetting the value of
the objects financed by banks);

— special budgetary subsidy for keeping cows
ofdairy, dairy and meat and productivity direction
(subsidy for keeping cows);

— special budget subsidy for the rearing of
young cattle (subsidy for young animals);

— partial reimbursement of the value of the
breeding animals purchased for further
reproduction, namely heifers, heifers, dairy cows,
dairy and meat products, pigs and rams, ewes,
rams, boar boars and cattle, and embryos, which
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have a breeding (genetic) value (partial reimbur-
sement of the value of breeding animals, semen and
embryos);

— partial reimbursement of the cost of con-
struction and reconstruction of livestock farms and
complexes, milking parlors, agricultural enter-
prises (partial reimbursement of livestock
facilities) [6].

However, it is unknown whether these live-
stock support programs will continue to operate.

CONCLUSION

To stop the decrease in milk production is
possible only with the comprehensive support of
the dairy cattle industry by the state.

For this purpose it is necessary to create a
working group, which should include, in particular,
representatives of the Association of Milk Producers,
the Union of Dairy Enterprises of Ukraine, the
Association of Cattle Breeders of Ukraine, and to
develop a program for the development of the dairy
industry. It should be calculated for at least five years,
which is related to the long payback period of dairy
cattle. The predictability of agrarian policy towards
the industry and the certainty that the state support
rate is unchanged will create clear rules for the game
for agricultural producers.

The dairy development program should, first
of all, provide for preferential conditions (lending,
compensation of interest rates on land loans) and
priority right to purchase allotments for growing
roughage of dairy farming enterprises.

We consider it expedient to retain such
government support programs as offsetting the
cost of bank-financed assets; partial reimbur-
sement of the cost of livestock facilities; partial
reimbursement of the cost of breeding animals,
semen and embryos; subsidy for the young.

We agree with the proposal of the Association
of Milk Producers regarding the need to replace
special budgetary subsidies for keeping cows with
subsidies for the volume of sales, which will
encourage farmers to increase the productivity of

the herd.
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