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» Abstract. In the current conditions, the production of dairy products occupies a leading place in the agro-
industrial complex of Ukraine. Ukraine has a high economic, climatic and labour potential for the development of
the dairy industry. The purpose of the study — a comprehensive analysis of the efficiency of the economic mechanism
of relations between the participants of the dairy market, and indicators of the functioning of dairy processing
enterprises with the justification of the areas of its improvement. In the course of the study, several methods were
used: abstract-logical — for developing conclusions; comparative analysis — for comparing the performance indicators
of dairy processing enterprises and identifying trends in their changes; tabular — for visualising the results of the study;
coordinate matrix — in determining the aggregate integral indicator of the efficiency of dairy processing enterprises;
calculation and constructive — to calculate indicators of economic efficiency, liquidity and solvency, financial
stability and business activity of enterprises; monographic — in detailing current trends in the functioning of dairy
processing enterprises; factor analysis — to determine the factors influencing the net financial result of enterprises.
The modern transformations occurring in the market of milk and dairy products in Ukraine are considered, and the
scale of the decrease in supply and demand indicators is established. The current state of the raw material base of
milk processing enterprises of Ukraine (dynamics of purchase prices for milk, quality monitoring, a retrospective
of milk purchases by dairies) is analysed. The efficiency of functioning of milk processing enterprises of the group
of companies “Milk Alliance” was monitored. The element structuring of analysis of the efficiency of functioning
of milk processing enterprises is proposed and tested. The aggregate integrated indicator of the efficiency of milk
processing enterprises is calculated based on the structuring of a set of priority indicators of economic efficiency,
liquidity and solvency, financial stability and business activity. The main areas of improving the efficiency of milk
processing enterprises are proposed. Methodological and practical aspects of a comprehensive study of the efficiency
of the economic mechanism of functioning of milk processing enterprises of Ukraine and substantiation of areas for
its improvement were further developed. The identified approaches and results of the study can be used by state and
sectoral authorities in the organisation of monitoring and development of priority measures to improve the efficiency
of domestic dairy enterprises
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» Introduction

Ukraine as a state is increasingly entering the
marThe economic mechanism of the functioning of
dairy enterprises in the market environment is con-
sidered one of the most important factors influenc-
ing the provision of the population with vital food
and food independence of the country. The nature
of the economic mechanism is based on incentives
and interests, the totality of which constitutes the
driving force of development, and the essence of this
mechanism is manifested in the functions arising
from its objectives. Among them, a prominent place
is devoted to the harmonisation and realisation of
social and personal interests, and the establishment
of conditions for the effective implementation of the
economic growth potential [1].

The economic mechanism is a system, the struc-
ture of which includes organisational and economic
subsystems, in which organisational and economic
mechanisms with levers that ensure the vital activity
of business entities are established. The levers of the
organisational mechanism include market self-reg-
ulation, information space, state regulation, insti-
tutional, innovative, investment and management
environment. The levers of the economic mecha-
nism are costs/resources, production of goods/ser-
vices and income of various types. There is growing
interest in considering the economic mechanism
through the prism of ensuring optimal interaction
of market participants.

»Analysis of recent studies and publications

Considerable attention to the theoretical aspects of
the economic mechanism in the late twentieth and
early twenty-first centuries was devoted by L. Ab-
alkin [2]; I. Lukinov, O. Onishchenko, B. Paskhaver,
A. Chukhno [3] etc, to applied problems related to
self-supporting relations — P. Sabluk, M. Malik, V. Oli-
ynyk; financial — M. Demianenko [4]; P. Stetsyuk,
V. Aleksiychuk, S. Navrotsky. The organisational and
economic mechanism of agro-industrial production
development is substantiated by Yu. Luzan [5]. The
levers and tools of the organisational and econom-
ic mechanism are defined by V. Rossokha [6]. The
economic mechanism that defines a set of choices
of economic entities, each of which is defined by a
particular result, was investigated by L. Hurwicz [1].
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The components of the economic mechanism of the
efficient functioning of the dairy industry are estab-
lished by N. Shyian [7].

Particular components of the economic mech-
anism for improving the efficiency of dairy produc-
tion were devoted to their scientific works N. Babiak,
A. Paskalova [8]; V. Dzhedzhula, I. Epifanova [9];
I. Zhalinska [10]; T. Keranchuk [11]; O. Kozak [12];
O.Mykhailenko [13]; O. Ralko [14]; V. Rossokha, O. Pet-
rychenko [15]; S. Tyvonchuk [16]; O. Usykova [17];
I. Fedulova [18]; O. Shpychak [19]. Therewith, consid-
eration of the economic mechanism of interaction
between participantsin the dairyindustry and its effi-
ciency based on the performance of dairy processing
enterprises remains outside the scope of the study.

The purpose of the study — a comprehensive
analysis of the efficiency of the economic mecha-
nism of relations between the participants of the
dairy market, and indicators of the functioning of
dairy processing enterprises with the justification of
the areas of its improvement.

Research methodology. In the course of the
study, several methods were used: abstract-logical —
to develop conclusions; comparative analysis — to
compare the indicators of raw milk supply, the effi-
ciency of dairy processing enterprises and identify
trends in their change; tabular — for visual display
of the results of the study; coordinate matrix — in
determining the aggregate integral indicator of the
efficiency of the economic mechanism of dairy pro-
cessing enterprises; calculation and constructive —to
calculate indicators of economic efficiency, liquidi-
ty and solvency, financial stability and business ac-
tivity of enterprises; monographic — in detailing the
current trends in the functioning of dairy processing
enterprises; factor analysis - to determine the factors
influencing the net financial result of enterprises.

» Results and Discussion

The market of milk and dairy products is a distinct
system of commodity-money relations between eco-
nomically separate producers of food raw materials,
processing enterprises and consumers of final prod-
ucts. It covers the entire social reproductive process,
including production, distribution, exchange, and
consumption to provide the population with the
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most important food products and to obtain the ex-
pected income of all market operators [18].

The instability of the dairy market, a steady
tendency to curtail milk production in households
resulted in a decrease in the production of milk and
dairy products. In 2020, milk production decreased
by 17.6% compared to 2010, and the volume of its
supply to dairy processing enterprises decreased
by 26.7%. However, the ratio of products produced
by dairy processing enterprises to milk supplied by
agricultural producers increased by 15 p.p. It is ex-
plained by the increase in the level of processing of
raw materials and the increase in the physical vol-
ume of milk and cream imports by 3.5 times.

During the period 2012-2020, the total supply
of milk and dairy products decreased by 10.8% (from
12.2 to 10.9 million tons), and the total demand de-
creased by 16.4% (from 11.7 to 9.8 million tons), due
toadecrease in consumption by 14% and a significant
(46.3%)reductioninexportsofmilkanddairyproducts.

The realities of the functioning of the dairy in-
dustry in rather long crisis conditions contributed to
the developmentand establishment of integration ties
between dairy producers. Consolidation between milk
producers and processors is performed mostly on a
contractual basis. When uniting producers into pools
and establishing dairy cooperatives for the wholesale
of milk, dairies provide them with milk coolers and
assume the costs of arranging milk collection points.
Such a mechanism of cooperation allows for the
purposefully development and supply of significant
volumes of dairy raw materials for processing [15].

The profitability of milk production depends
on such main factors as the level of purchase prices,
the scale of production, livestock productivity and

labour productivity, and the cost of production. Pur-
chase prices for raw milk fluctuate both in dynam-
ics and by regions of the country. During 2010-2020,
the average purchase price of milk by processing
enterprises tripled (from 2605 to 7899 UAH/t) with
variations by regions of the country. Purchase prices
for milk in enterprises exceeded the prices of house-
holds by 1.3 times.

The priority factor affecting the price of milk
is its quality. On January 1, 2020, new quality stan-
dards for “homemade milk” came into force, the
provisions of which are set out in DSTU 3662-97
“Whole Cow’s Milk. Requirements for procurement”.
According to this document, there are three grades
of milk in Ukraine: extra, higher and first. The up-
dated DSTU applies to whole raw cow’s milk during
procurement. It cancels the second grade of milk
(raw or “home milk”) for acceptance at processing
plants. During the period 2010-2020, the volume
of milk purchases from agricultural enterprises by
dairy plants increased from 1794 to 2348 thousand
tons or 1.3 times. In addition, the quality of milk has
a steady upward trend. The purchase of extra milk
increased 10 times, and its share in the total vol-
ume increased from 4.4% in 2010 to 34.6% in 2020.
In 2020, 47.6% more premium milk was purchased
than in 2010, and its share increased by 2.9%. The
volume of purchases of second-class milk decreased
by 98%, from 779.5 thousand tons in 2010 to 15.8
thousand tons in 2020. According to European stan-
dards in 2020, dairies purchased 1759.5 thousand
tons of milk, which is 68.8% of the total volume,
compared to 35.7% (675.2 thousand tons) in 2010.
The purchase of raw milk by processors from house-
holds decreased by 3.5 times (Table 1).

Table 1. Purchase of milk by dairy plants by grades of DSTU 3662-97 in dynamics

Indicator 2010 | 2012 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 igzzo(;‘ly;’
Agricultural enterprises
Total, tgll?susand 1793.6 | 2159.8 | 2297.9 | 2286.9 | 2375.7 | 2533.1 | 2560.1 | 2428.1 | 2347.7 | 130.9
Including
extra 82.8 | 1205 | 2232 | 247.6 | 366.4 | 441.1 | 5862 | 7103 | 885.2 tilx?{gs
highest 592.4 | 7105 | 820.7 | 849.9 | 923.0 | 987.1 | 10362 | 937.9 | 8743 | 147.6
quality
1 quality 1120.1 | 1311.4 | 12505 | 1196.9 | 1056.0 | 1018.1 | 894.6 | 844.4 | 776.1 | 69.3
1I quality 7795 | 127.9 | 1287 | 113.0 | 1602 | 2347 | 193.8 | 97.1 15.8 2.0
non-varietal 17.1 7.4 5.2 5.3 6.3 7.4 9.0 20.6 4.7 27.5
cooled up to 10°C | 1283.6 | 14759 | 1648.2 | 1651.5 | 1760.1 | 1947.8 | 2173.4 | 1884.1 | 1855.3 | 144.5
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Table 1, Continued

Indicator 2010 | 2012 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 %)372206(1@
Households of the population
Total, ttcl)ll‘l)susand 24773 | 1953.8 | 1699.1 | 1311.5 | 1161.4 | 1199.8 | 1054.2 | 8222 | 7082 | 286
Including
extra - - - 34 66 0.38 - - - -
highest 2.5 44 1.7 1.0 0.61 1.6 2.3 0.9 1.6 64.0
quality
1 quality 2904 | 3408 | 2052 | 1192 | 107.8 | 1104 | 1355 | 101.9 | 5858 | 201.7
1I quality 1576.2 | 1507.7 | 1451.6 | 1162.9 | 1028.2 | 1081.0 | 903.6 | 707.9 | 134.8 8.6
non-varietal 172.1 | 1543 | 786 63.0 61.1 45.9 47.1 40.5 10.8 6.3
cooledupto 10°C | 774.9 | 7183 | 8054 | 629.2 | 4894 | 544.0 | 559.0 | 354.4 | 4185 | 54.0

Source: Developed based on [20]

According to the data, the quality of milk in
households and agricultural enterprises differs sig-
nificantly. Extra milk was purchased by processors
only during 2015-2017. The volume of premium milk
supplied for processing by households decreased by
36.0%, first-grade milk doubled, and its share in-
creased from 11.4% in 2010 to 79.9% in 2020. The
purchase of non-grade milk by dairies decreased 9
times, with its share decreasing to 1.5%. The overall
decrease in the purchase of milk cooled to 10°C is
almost doubled by an increase in its share in the dy-
namics of the period under study by 27.9 p.p.

The decrease in the production of most types
of dairy products over the past seven years could not
but affect the dynamics of their sales. Thus, during
the analysed period, natural sales of liquid milk de-
creased by 21.2%, milk and cream with a fat content
of more than 6% — by 40.4%, milk powder - by 32.8%,
and butter — by 26.4%. The growth of sales was reg-
istered only in the range of flavoured dairy products
(1.2 times). Therewith, the sale of dairy products in
monetary terms has a positive trend. The cost of lig-
uid milk sold from 2014 to 2020 has doubled, milk
and cream with a fat content of more than 6% — by
67%, processed cheese — by 2.5 times, fresh cheese —
by 2 times, fermented milk products — by 1.9 times,
flavoured fermented milk products — by 3.1 times,
ice cream — by 3.4 times.

In the course of the study, the tendency of rel-
ative equivalence of exchange between industrial
and agricultural products, milk processing and raw
milk production was established. Thus, during 2014-
2020, the selling price of milk increased from 3117 to
8036 UAH/t, which is 2.6 times. By categories of pro-
ducers, agricultural enterprises increased the selling

price by 2.5 times (from 3588 to 8840 UAH/t), and
households - by 2.8 times, from 2425 to 7006 UAH/t.
Regarding the price dynamics of the range of dairy
products, equivalent growth rates are observed. The
price of liquid and fat milk has increased by 2.5 and
2.8 times respectively. Butter has become 2.6 times
more expensive, fresh cheese — 2.4 times, rennet
cheese — 2 times, and dairy products — 2.5 times.

System analysis convincingly demonstrates
that for the development of milk production and pro-
cessing it is essential to ensure the efficiency of the
“production-processing-sales” chain. For this pur-
pose, the orientation of production to the end con-
sumer on the principles of marketing should define
precise purposes and methods of their achievement
by each participant of the integrated production.

Monitoring of the efficiency of dairy process-
ing enterprises was performed on the example of the
Group of Companies “Milk Alliance”, whose activi-
ties are related to milk processing and production
of hard cheeses, milk powder, whole milk products,
butter and other related products (Fig. 1).

The Group’s production facilities are located in
different regions of Ukraine, including Kyiv, Cherni-
hiv, Cherkasy, Poltava, Kirovograd, Vinnytsia and
Mykolaiv regions. The immediate parent company
of JSC “Milk Alliance” is MilCo Holding N.V. (Neth-
erlands), which owns 100% of shares of JSC “ Milk
Alliance “. The Group of companies “Milk Alliance”
unites powerful enterprises for the production and
sale of the main types of dairy products, the leader
of the dairy industry of Ukraine.

The Group of companies includes enterprises
for the production of cheese, whole milk and dairy
products,enterprisesforthecollectionandprocessing
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of milk and dairy products, and companies engaged
in the sale of products in Ukraine and abroad. The
products are manufactured under the brands “Pyri-
atyn”, “Slavia”, “Yagotynske”, “Yagotynske for Chil-
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dren”, “Zlatokrai” and “Milk Alliance”. The company’s
product portfolio is balanced to meet the demands
of a wide range of consumers in various product cat-
egories of the dairy and cheese market.

PJSC “MILK ALLIANCE” (Kyiv)

LLC “Trostyanets Dairy Plant” (Vinnytsia region, Trostyanets district, Severynivna village)

LLC “Bashtanka cheese plant” (Mykolaiv region, Bashtanka)

PJSC “Zhytomyr Butter Plant” (Cherkasy region, Zolotonosha)

LLC “Pyriatyn cheese plant” (Poltava region, Pyriatyn)

JSC “VarvamasloSyrZavod” (Chernihiv region, Varva district, Varva village)

LLC “Novoarkhangelsky cheese factory” (Kirovograd region, Novoarkhangelsk)

LLC “Yagotyn Butter Plant” (Kyiv region, Yagotyn)

ALC “Zolotonosha specialised motor transport enterprise”

JSC “NADIA” (Kyiv region, Zgurovsky district, Zgurovka village)

LLC “Etalonpolprodukt” (Kyiv)

LLC Trading House “Etalon” (Kyiv)

Figure 1. Enterprises belonging to the Group of companies “Milk Alliance”, 2020

Source: Developed based on [17]

The company is in continuous search of new
progressive solutions and new products. Innovative
technologies are being introduced, and the principles
of business management are constantly being im-
proved, in particular, all the largest plants are certified
according to international standards of management
and quality control ISO 9000 and HACCP which al-
lows the enterprises of the Group of companies “Milk
Alliance” to meet modern market requirements [21].

The economic mechanism of functioning of
JSC “Milk Alliance” and its enterprises is structured:
on the management of production and assortment
of dairy products manufactured by the company’s
enterprises; on the system of quality assurance and
control of products; on the organisation of supply of
raw materials and other material resources; on the
marketing management system; on the organisation
of national sales and export; on the system of infor-
mation support, development and implementation
of information technologies, software; on the or-
ganisation of research and development. All dairies
of JSC “Milk Alliance” have successfully passed the
certification audit for compliance with the integrat-
ed food safety and quality management system with
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the requirements of two international standards ISO
9001:2015 and ISO 22000:2018 (HACCP).

These define the
requirements for a food safety and quality man-

international standards

agement system and are designed specifically for
organisations that wish to prove their ability to sys-
tematically produce quality and safe products that
meet consumer requirements.

In 2020, all enterprises confirmed the interna-
tional Halal certificate issued by the “Halal Alraid”
Research and Certification Center, which allows
Muslims around the world to eat all assortment
items of the “SLAVIA”, “Yagotynske”, “Pyriatyn” trade-
marks. The mentioned certificate provided an op-
portunity to export food products to the countries of
the Arab-Muslim world. The economic mechanism
of the functioning of dairy processing enterprises
included in the Group “Milk Alliance” has unified
tactics designed to improve the sanitary condition
of enterprises, the introduction of deep processing
of raw materials, and energy saving.

The comprehensive analysis of the efficiency
of the economic mechanism of functioning of dairy
processing enterprises in the process of research is



structured by the following elements: assessment
of the production and assortment policy of enter-
prises; assessment of the economic efficiency of
enterprises and using their resource potential; fac-
tor analysis of changes in the profitability of enter-
prises; monitoring and diagnostics of liquidity and
solvency of enterprises; analysis and determination
of the level of financial stability of enterprises; mon-
itoring the level of business activity of enterprises;
determination and retrospective analysis of the in-
tegrated indicator of the efficiency of the economic
mechanism of milk processing enterprises.

The application of the tools of such a struc-
tured system of indicators provided an opportunity
to analyse in detail in retrospect the efficiency of the
economic mechanism of the dairy processing enter-
prises of the Group of Companies “Milk Alliance”.

Notably, each dairy processing enterprise that
is a part of Group “Milk Alliance” has its specific fea-
tures. Thus, LLC “Yagotynsky Butter Plant” and the
branch “Yagotynske for Children” are located near
Kyiv and the main consumers of their products are
urban residents. Enterprises have the opportunity to
sell low-transportable and unsuitable for long-term
storage of drinking milk and fermented milk prod-
ucts without deep processing of raw materials.

The processing enterprises (LLC “Bashtanka
Cheese Plant”, LLC “Zolotonosha Butter Plant” and
LLC “Pyriatyn Cheese Plant”), which are located far
from large cities and consumers, mostly process
milk into products with a long shelflife (hard chees-
es, butter, condensed milk, skimmed milk powder,
casein) and wide domestic and foreign markets.

Monitoring of the efficiency of the economic
mechanism of milk processing enterprises was per-
formed according to their production and finan-
cial statements. The analysis of the production and
sales policy of dairy processing enterprises identi-
fied some trends. During the analysed period, LLC
“Bashtanka cheese plant” almost halved the pro-
duction and sales of hard cheeses (from 3697 tons in
2017 to 1978 tons in 2020), sales of processed cheeses
decreased by 38.4%, and butter — by 27.7%. There is
a structural transformation of the assortment policy
of the enterprise in the field of increasing the pro-
duction and sale of different types of fermented milk
products — yogurts — 1.9 times, milk — 1.7, fermented
baked milk — 1.5, sour cream and kefir — 1.4 times.
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The transformation processes that have oc-
curred in the field of the export orientation of the
dairy industry of Ukraine have influenced the as-
sortment policy of LLC “Zolotonosha Butter Plant”.
During the analysed period, the production and
sales of hard cheeses decreased by 10 times (from
1501 tons in 2016 to 155 tons in 2020). The compa-
ny increased the production of butter by 1.5 times,
protein and fat products — by 1.3 times, and whey
powder - by 1.2 times. Since 2018, the company has
expanded its range of dairy products and started the
production of milk powder and soft cheeses.

The second in the Group of companies “Milk
Alliance” in terms of production and revenue from
sales of LLC “Pyriatyn cheese plant”. During the an-
alysed period, the company remained unchanged
in the production of its main product — hard cheese
(3,500 tons of cheese were produced in 2020 com-
pared to 3,200 tons in 2016) but expanded its range
since 2018 with the production of milk-containing
products and whey powder.

LLC “Yagotynsky Butter Plant” ranks first in
terms of production and sales of dairy products in
the Group of Companies “Milk Alliance”. During
2016-2020, the company increased the production
and sales of its product range — drinking milk — by
5.3%, cheese and curd products — by 10.0%, and fer-
mented milk products - by 42.4%.

Revenue of LLC “Bashtansky cheese plant”
from the sale of dairy products increased by 26.2%
(from 718.9 million UAH in 2014 to 907 million UAH
in 2020), gross profit increased by 24%, while the net
financial result decreased by 17.3%, or by 5 million
UAH (Table 2).

During the analysed period, the company re-
ceived a net loss in the crisis years of 2015 and 2019.
Factor analysis of the decrease in the net financial
result identified that the decrease in the profitabil-
ity of the enterprise was influenced by: an increase
in the cost of production of dairy products (a de-
crease in profit amounted to UAH 163.4 million), an
increase in financial expenses related to borrowings
and interest payments, reduced net profit by UAH
38 million, an increase in operating expenses re-
duced profit by UAH 6.1 million.

The operating leverage effect is estimated at
0.66, i.e. with a 1% increase in sales, net profit in-
creased by 0.66%. Production risk is assessed as low.
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The increase in revenue from sales of LLC “Zoloto-
nosha Butter Plant” was 52.4% (from UAH 644.4 mil-
lion in 2014 to UAH 999.2 million in 2020). However,
the rate of cost growth led to a decrease in the gross
profit of the enterprise by 19%. Due to a significant
increase in other income, the company’s net profit
doubled and reached UAH 71.5 million in 2020. The
company was unprofitable in 2015, 2017 and 2018.
Based on the factor analysis of changes in net profit, it

was established that the priorityimpact on its growth
was an increase in sales revenue (the impact was es-
timated at UAH 343.4 million), and an increase in
other operating and other income of the enterprise,
which increased net profit by UAH 55.5 and 51.0 mil-
lion, respectively. The level of operating leverage of
the enterprise was 1.32, which states a rather high
sensitivity of net income to changes in sales reve-
nue and the presence of significant production risk.

Table 2. A general assessment of the composition and dynamics of financial results
of the enterprises of LLC “Milk Alliance” in 2014-2020, UAH mIn

2020, %,
Indicator 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | before
2014
LLC «Bashtanka cheese factory»
Net income from sales of 7189 | 5815 | 6647 | 8469 | 1023.8 | 997.9 | 907.0 126.2
products (goods, works, services)
Cost of sales of products (goods, | 12 | 4a84 | 5244 | 6817 | 841.11 @ 8868 | 7790 | 1265
works, services)
Net financial result: income (loss) 28.8 (3,9 439 46.0 24.1 (14,8) 23.8 82.7
LLC «Zolotonosha Butter Plant»
Net income from sales of 655.5 | 6752 | 764.3 | 1087.4 | 10525 | 1095.0 | 999.2 152.4
products (goods, works, services)
Cost of sales (goods, works, 5456 | 617.2 | 659.1 | 899.6 | 970.8 | 10335 | 891.4 163.4
services)
Net financial result: income (loss) 35.4 5,9 44.4 73.6 (25,8) (54,3) 71.5 202.0
LLC «Pyriatyn cheese plant»
Net income from sales of
products (goods, works, 773.2 759.1 1055.4 1521.0 1616.5 1356.0 1371.0 177.3
services)
Cost of sales of
. 650.1 | 891.8 | 659.8 | 1284.7 | 1456.7 | 1286.1 | 1242.0 | 191.1
products (goods, works, services)
Net financial 473 45 60.0 964 | (160) | (62,1) | 376 79.5
result: income (loss)
LLC «Yagotinsky butter plant»
Net income from sales of 1171.7 | 1659.6 | 2024.7 | 2706.1 | 3201.7 | 3160.5 | 3166.3 | 270.2
products (goods, works, services)
Cost of sales (goods, works, 894.4 | 1271.2 | 1521.8 | 2052.9 | 2342.4 | 2566.8 | 2657.9 | 297.2
services)
Netﬁnanc‘zlor:sum mcome 25.0 60.7 129.6 | 1645 | 253.7 | 184.7 | 1295 517.6

Source: Developed based on [21]

During the analysed period, the revenue from
sales of LLC “Pyriatyn Cheese Plant” increased by 1.8
times (from UAH 773.2 millionin 2014 to UAH 1371.0
million in 2020). Therewith, the cost price almost
doubled, sales expenses increased by 77.8%, and
other operating expenses — by 83.3%. The company
twice ended the financial year with a loss result (in
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2018 and 2019). In 2020, the company received a net
income of UAH 37.6 million, which is 20.5% lower
than in 2014. The following factors had the greatest
impact on the decrease in the company’s profitabil -
ity: an increase in production costs (reduced net
profit by UAH 591.1 million), an increase in sales
costs (reduced income by UAH 20.6 million), an



increase in financial expenses associated with servic-
ing long-term liabilities and short-term bank loans,
reduced the net financial result by UAH 22.2 million.

Revenue from the sale of products of LLC “Yag-
otyn Butter Plant” increased by 2.7 times, while the
cost price increased by 3 times. During 2014-2020,
the functioning of the economic mechanism of LLC
“Yagotyn Butter Plant” was described by stable prof-
itability, which increased from UAH 25 million in
2014 to UAH 129.5 million in 2020. The most signif-
icant positive impact on the 5-fold increase in net
profit was identified by the following factors: the
growth of sales revenue increased profit by UAH
199.5 million, other income — by UAH 24.4 million,
and the reduction of other expenses contributed to
an increase in net income by UAH 19.4 million. The
greatest adverse impact on the net financial result of
the company had a threefold increase in the cost of
production. The increase in sales expenses by 88%
reduced net income by UAH 112.2 million, and the
increase in financial expenses by 38.8% reduced net
income by UAH 20.2 million. The effect of operating
leverage is estimated at 1.92, which indicates a fairly
high elasticity of net income to fluctuations in sales
revenue and the presence of production risk.

The research has established a steady tenden-
cy to increase borrowed capital by the enterprises of
the Group “Milk Alliance”. If in 2014 the share of eq-
uity capital of LLC

“Bashtanka cheese plant” accounted for 47% of
the total amount, in 2020 the mentioned figure de-
creased almost three times —to 16.4%. During the an-
alysed period, the company gradually increased us-
ing borrowed resources, the maximum share of which
in 2019 exceeded 90%. During the analysed period,
the capital of the LLC “Zolotonosha Butter Plant” in-
creased by 2.5 times, using borrowed funds increased
by 3.4 times, and equity capital increased by only 16%.

The growth of financial expenses of LLC “Pyri-
atyn cheese plant” almost 5 times due to the increase
of borrowed capital by the enterprise. Therewith,
equity capital decreased by half during 2014-2020,
and its share in the total capital structure decreased
from 60.8% to 24.4%. If the level of production risk
of the enterprise is estimated as low (a change in
sales revenue by 1% leads to a change in net income
by 0.45%), then the increase in the level of finan-
cial leverage from 0.65 to 3.11 due to an increase
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in long-term liabilities by 25%, and the amount of
short-term loans to UAH 93.4 million, significantly
increases the financial risk of the enterprise.

LLC “Yagotyn Butter Plant” for the analysed pe-
riod increased its equity capital 4 times, and its share
increased from 27.7 to 38.3%. The growth rate of bor-
rowed capital is 1.6 times lower than the same indica-
tor of increasing its resource potential. However, the
growth of borrowed capital by 2.5 times resulted in
an increase in financial expenses for servicing long-
term liabilities and short-term bank loans by only
38%, which indicates the efficiency of the company’s
financial and financial risk management system.

The research determined the type of financial
stability of enterprises:

- the financial condition of LLC “Bashtanka
Cheese Plant” during 2014-2020 was identified as
normal; during 2014-2017, the type of financial sta-
bility of LLC “Zolotonosha Butter Plant” was assessed
as normal, but since 2018 it has been transformed
into a crisis state; the financial stability of LLC “Pyri-
atyn Cheese Plant” in 2014-2017 was identified as
absolute, but for the period 2018-2020 as a crisis;

— during 2015-2020, LLC “Yagotyn Butter Plant”
ensured a normal level of financial stability.

The profitability of LLC “Bashtanka cheese
plant” for the analysed period did not exceed 7.2%.
In 2020, this indicator was 2.7%, which is 1.5% low-
er than in 2014. The decrease in efficiency is ob-
served in all components of the enterprise, except
for equity, the profitability of which increased from
17.8 t0 27.9%.

The twofold increase in net income could not
but affect the profitability of LLC “Zolotonosha But-
ter Plant”. The highest rates of growth returned on
equity (from 30.9 to 53.8%) and return on fixed assets
(from 32.7 to 49.8%). Profitability increased by 1.1
p.-p- and remains at an insufficient level - only 6.9%.
The efficiency of using working capital, borrowed
capital and all property of the enterprise decreased.

All relative performance indicators of LLC
“Pyriatyn cheese plant” (except for return on equity)
decreased during the analysed period. The profit-
ability of the company decreased from 6.4 to a min-
imum of 2.8%, the profitability of production — from
7.3 to 3%, and sales — from 6.1 to 2.7%. The increase
in netincome by 5.7 times, compared to the increase
in revenue from sales of products by 2.7 times, had a
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relatively positive impact on the performance indi-
cators of LLC “Yagotyn Butter Plant”. The profitabil-
ity of the enterprise, and other dairies of the Group
of companies “Milk Alliance”, remains low (4.3%) but
there is a tendency to double the growth of this indi-
cator compared to 2014. Return on equity increased
by 4.8% (from 17.1% in 2014 to 21.9% in 2020).

7 XY The efficiency of the economic mechanism of interaction...
8

The aggregate integral indicator of the effi-
ciency of the economic mechanism of milk process-
ing enterprises is calculated using the method of
matrix-coordinates based on the structuring of a set
of priority indicators of economic efficiency, liquid-
ity and solvency, financial stability and business ac-
tivity of enterprises (Table 3).

Table 3. System of performance indicators of the economic mechanism
of milk processing enterprises of the Group of Companies “Milk Alliance”, 2014-2020

LLC «Bashtanka | LLC «Zolotonosha | LLC «Pyriatyn LLC «Yagotinsky
Indicator cheese factory» Butter Plant» cheese factory» butter plant»
2014 2020 2014 2020 2014 2020 2014 2020
Net income 28788 23813 35410 71519 47313 37602 25028 129547
Sales profitability 4.0 2.6 5.4 7.2 6.1 2.7 2.1 4.1
Profitability of activity 4.2 2.7 5.7 6.9 6.4 2.8 2.2 4.3
Profitability of own capital 17.8 29.7 30.9 53.8 18.8 30.8 17.1 21.9
Profitability loan capital 15.6 5.8 20.0 11.8 29.1 9.9 6.5 13.5
Coverage ratio 2.61 2.28 2.23 1.25 4.41 2.13 1.44 2.00
Ratio of rapid liquidity 2.17 0.83 2.01 0.62 3.89 1.37 1.01 1.79
Ratio of total liquidity 0.05 0.08 0.03 0.36 0.09 0.48 0.08 0.02
Excess of own and long-term
sources of working capital 83223 11834 | -957381 | -239125 | 187385 | -59060 | -84982 | 25889
development
Ratio of autonomy 047 | 016 | 039 | 018 | 061 | 024 | 028 | 0.38
(independence)
Ratio of financial stability 0.67 0.43 0.61 0.29 0.78 0.42 0.48 0.51
Equity ratio of own working 032 | 007 | -53 | -004 | 053 | 005 | -0.08 | 0.07
capital
Ratio of turnover of assets 2.7 24 3.6 1.7 2.2 34 33 3.1
Ratio of accounts receivable 39 8.4 49 19.4 29 8.9 54 38
turnover
Ratio of accounts payable 6.2 3.2 5.8 1.9 8.4 4.7 42 42
turnover
Ratio of turnover of material 8.5 8.7 10.9 3.0 9.8 74 5.6 10.8
reserves
Ratio of turnover of equity capital 4.5 11.3 5.7 7.5 3.1 11.2 8.0 5.3
Ratio of turnover loan capital 3.9 22 3.7 1.7 4.8 3.6 3.1 33
Aggregate indicator of efficiency |}, 5, | g95 | 1081 | 578 | 1229 | 662 | 518 | 6.99
of the economic mechanism

Source: Developed and calculated based on [21]

Thehighestlevel of the efficiencyindicator of the
economic mechanism in 2020 was in LLC “Yahotyn
Butter Plant” — 6.92, the lowest (5.78) — in LLC “Zolo-
tonosha Butter Plant”. Except for LLC “Yagotyn Butter
Plant”, where the aggregate indicator tends to grow, all
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other enterprises of the Group of companies “Milk Al-
liance” significantly worsened the main indicators of
their efficiency. Thus, “Zolotonosha Butter Plant” and
“Pyriatyn Cheese Plant” reduced their efficiency by
almost half, and “Bashtanka Cheese Plant” — by 40%.



»Conclusions

Interaction of dairy market participants is based
on commodity-money relations, including price
characteristics of raw milk — dynamic fluctuations,
quality standards, volumes and regional deviations.

The analysis of the production and financial
statementsofthe Group of Companies “MilkAlliance”
demonstrated that the decrease in the efficiency
of the economic mechanism of dairy processing
enterprises is explained by the following factors:
increase of borrowed capital by enterprises (long-
term and short-term bank loans) to finance current
activities, respectively, and increase of financial
expenses for servicing their obligations, which
significantly reduces the net financial result; excess
of the growth rate of net sales income compared to
the growth rate of milk cost; decrease in coverage
and quick liquidity indicators with simultaneous
growth of absolute liquidity of the enterprise, which
is associated with the development of unproductive
assets; decrease in the level of financial stability of

Zainchkovskyi & Kryvun

enterprises, indicators of autonomy and financial
stability, of equity mobility and
provision with own working capital, which increases
the dependence of enterprises on borrowed funds;

coefficients

decrease in the level of provision of enterprises
with their own working capital and asset turnover,
increase in the period of their turnover and increase
in the operating cycle of enterprises; decrease in the
level of business activity of enterprises by indicators
of turnover of receivables and payables, turnover of
assets and inventories, equity and borrowed capital.

Considering the above, the solution to the
problem of improving the efficiency of the economic
mechanism of functioning of dairy processing
enterprises should emphasise the following areas that
require further scientific study: optimisation of the
structure of assets and liabilities of business entities
andforecastingofreceivables;introduction ofasystem
for assessing the solvency and financial discipline
of potential buyers; operational control over the
efficiency of production costs to increase profitability.
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EdeKTUBHICTb rocnogapcbKoro MexaHiaMy B3aemMogfii y4yacHuKIB
MOJIOYHOIO PUHKY Ta PYHKLIiOHYBaHHSA MoJioKonepepo6Hux
nignpmuemMmcTs

AHaTonin OneKkcaHapoBUY 3aiHUKOBCbKU, Muxanno BiktopoBud KpueyH

HauioHanbHUIM YHIBEPCUTET XapPUOBUX TEXHOMOTIN
01033, Byn. BonoaonmMmnpcbka, 68, M. Kuis, YkpaiHa

» AHoTauUif. B yMoBax cbOrofieHHsI BUPOOHMIITBO MOJIOYHOI MPOAYKIIii 3aiimMae nposinue Micie B AIIK Ykpainu. B
YkpaiHi BUCOKUII eKOHOMIUHIN, TPUPOIHO-KJIIMAaTUUYHUHN, TPYyJOBUN IOTEHIlia] PO3BUTKY MOJIOYHOI ranysi. Mera
CTaTTi—MPOBECTU KOMIIJIEKCHUH aHaTi3 e()eKTUBHOCTI rOCIIOapChKOT0 MeXaHi3My II0/10 Bi/THOCHH Mi’K y4aCHUKaMU
MOJIOYHOTO PHHKY, @ TAKO’K IIOKAa3HUKIB (PYHKI[IOHYBaHHSI MOJIOKOIIEPEPOOHUX MiIPUEMCTB 3 OOIPYHTYBaHHAM
HaNpsAMIB 11 migBUIIEHHS. Y Tpoleci JOCTiIKeHHsI BUKOPUCTAHO PSJ METOAIB: abCTPaKTHO-JOTIYHUHA — AJIs
¢ opMy/II0BaHHSA BUCHOBKIB; IOPiBHAJIBHOI0 aHAJIi3y — /151 3iCTaB/I€HHANIOKa3HUKIB e(DeKTUBHOCTI (DyHKI[IOHYBaHHSA
MOJIOKOTIEPpEPOOHHUX HiAIPUEMCTB Ta BUSABJIEHHS TeHAEHLIH 1X 3MiHU; TaOJAMYHUN — /1T HAOYHOTO 300paskeHHsT
OTPUMAaHUX Pe3YJIBTATIB JOC/IiIKeHHS; MaTPUIi KOOPJUHAT — 1P BU3HAYEHH] CYKYITHOI0 iHTerpajabHOI0 IOKa3HUKA
e eKTUBHOCTI MOJIOKOIIepePOOHUX HiJIIPUEMCTB; PO3PaXyHKOBO-KOHCTPYKTUBHUH — AJIs1 pO3paxyHKy NOKa3HUKIB
eKOHOMIYHOI e(eKTUBHOCTI, JIIKBiIHOCTI Ta MJIATOCIPOMOXKHOCTI, (hiHAHCOBOI CTiHKOCTi I MiJIOBOI aKTUBHOCTI
ninnpueMcTB; MoHorpadiyHuil — npu geranisanii cyyacHuUX TeHJeHIiNl (PyHKIiOHYBaHHS MOJIOKOIIEpepOOHUX
MiATPUEMCTB; (PAKTOPHOTO aHaMi3y — AJs BH3HAueHHs (paKTOpPiB BIJIMBY Ha YUCTUH (piHAHCOBUHM pe3ysbTaT
miampueMcTB. PO3MIAHYTO cy4acHi TpaHcopMariii, 0 BiOyBalOThCS HA PUHKY MOJIOKA Ta MOJIOYHUX MPOAYKTIB
YkpalHy, BCTAHOBJIEHO MaclITabu 3HUIKEHHsI MOKAa3HUKIB monuty i mpomosunii. IIpoaHasnizoBaHo cydacHU
CTaH CHPOBUHHOI 0a3u MOJIOKOIIepepOOHMX HiATPUEMCTB YKpaWHH (AMHaMiKa 3aKyIiBeJIbHHX I[iH Ha MOJIOKO,
MOHITOPHHT SIKOCTi, peTpocleKTUBa 3aKyIiBJi MOJIOKa MOJIOKO3aBogaMu). ITpoBeieHO MOHITOPUHT eheKTUBHOCTI
(yHKIIiOHYBaHHA MOJIOKOIIEPEepOOHUX IiJNPUEMCTB TPYNM KOMIaHIiNt «MOJOYHMUH ajbAgHC». 3aIPOIIOHOBAHO
i anpoOOBaHO eJIeMEHTHY CTPYKTYpH3aIlilo aHasidy eQgeKTHBHOCTI (YHKIIOHYBaHHA MOJIOKOIEPEepOOHUX
ninmprueMcTB. Po3paxoBaHO CYKyIIHUH iHTerpasbHUM NOKA3HUK e(DeKTUBHOCTI MOJIOKOIIepepOOHUX MiATPUEMCTB
Ha OCHOBi CTPYKTypHu3alii CYKYIHOCTIi NPiOPUTETHUX IMMOKA3HUKIB €KOHOMIYHOI e(eKTUBHOCTI, JiKBiIHOCTI
W IJIaTOCIIPOMOSKHOCTI, (PiHAaHCOBOI CTiMKOCTI Ta [iJI0BOI aKTUBHOCTi. 3alpOMOHOBAHO OCHOBHI HaNpsMU
minBuIIeHHs e(eKTUBHOCTI (PYHKIIIOHYBaHHS MOJIOKOIIEPEePOOHUX MiAnpueMcTB. Habynu moaaabmioro po3BUTKY
METOJUKO-IIPAaKTUYHI acIeKTH LIOA0 KOMILJIEKCHOI'O IOCJiJKeHHs edeKTUBHOCTI IOCIHOJApChKOI0 MeXaHi3My
(pYHKITIOHYBaHHS MOJIOKONEPEPOOHUX HiAIPUEMCTB YKpaiHM Ta OOIpPYHTYBaHHS HamnpsAMiB 1 HigBUIEHHS.
BusHaueHi migxony i pe3ysbraTy JOCTIIKeHHS MOXKYTh OYyTH BUKOPHCTAaHI OpraHaMy Jep KaBHOTO i rajiy3eBoro
yIpaBJIiHHSA [IPU OpraHisallii MOHITOPUHTY Ta pO3p0OOKYU NPiOpUTETHUX 3aXOAiB 1IOA0 HiABUIIEHHS eeKTUBHOCTI

MiANPUEMCTB BiTYM3HAHOI MOJIOYHOI rajry3i

» Klo4oBi crnoBa: MOJIOKO, MOJIOKOIIPOAYKILisL, BUTPaTH, e(eKTUBHICTh, peHTa0ebHICTh, (hiHaHCOBA CTIHKICTB,
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