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ACCOUNTING AND CONTROLLING THE
FORMATION OF THE PRICE OF WINE
PRODUCTS ON THE WORLD MARKET

ABSTRACT

The purpose of the article is to disclose the peculiarities of accounting and controlling
the formation of the price of wine products in the world market, taking into account
their qualification categories.

The quality of wine products is ensured by a set of regulatory documents aimed at
protecting both vineyards and production technology. The research is based on the
compliance of the producing countries with the status of "wines of controlled designa-
tions and origins" (wines of CDO). The study of exports and imports of wine on the
world market has proven that the dominant role in consumers' choice of wine is played
by the quality characteristics defined by the standards. Using the grouping method, a
categorical classification of wine in the leading countries was formed: France, Italy,
Spain, Portugal, and Germany. The wine classifications of the producing countries are
characterized. The instruments of quality of Ukrainian wine products are allocated.

The originality of the study lies in controlling the formation of the price of wine products
in the world market, taking into account their categorical classification. The categorical
classification of wines will allow consumers to identify the wine's compliance with es-
tablished standards, geographical origin and other categories and confirm the quality-
price statement.

Keywords: accounting, control, quality, wine, price, products, classification categories,
cost, viticulture

JEL Classification: D40, D29, L11, M40

INTRODUCTION

In a market economy, proper management of the business entity is possible through
the system of its functions, in particular, accounting, analysis, and control over the state
of economic assets and their sources of formation, the results of economic activity and
the preservation of property.

However, in conditions of uncertainty and challenges of the global pandemic and war
crimes of the Russian Federation in Ukraine, there is a need to find various rational and
effective levers that affect economic activity results. Therefore, our research is based
on the qualitative characteristics of wines, strengthened by control functions of account-
ing and management, which ensure their price policy on the market.

LITERATURE REVIEW

The wine industry has benefited greatly from the development of advanced and pro-
gressive accounting methods, techniques, and practices by scientists and practitioners.

Wine production for the economy of Ukraine is not just about taxes, but also about the
development of domestic tourism, consumer culture, added value of products, own
brand and new jobs. The quality of Ukrainian wine is increasing, as is the culture of its
consumption in general. Evidence of this is numerous tastings, wine festivals and winery
tours. The number of craft winemakers who have received an official production license
is increasing. New wine brands are emerging. And no matter how strange it may sound,
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wines from Ukrainian grape varieties are becoming popular in Ukraine: Suholymansky white, Odesa black, and Telti-Kuruk.
According to the "Ukrvinprom" association, the products of Ukrainian winemakers have won about 600 awards at compe-
titions and exhibition events (Pirozhok, 2020). However, as the general director of Ukrvinprom Volodymyr Kucherenko
notes: "It is hard to believe that in the 60s of the last century, the area of vineyards in our country was 400.000 hectares.
Later, in the years of independence and before the occupation of Crimea — 67.6 thousand hectares. Now this figure is
almost twice as small — about 37.000 hectares. The long-term reduction in the area of vineyards has a negative effect on
the volume of grape production. As a result: the average sale price of grapes for wine materials increased, wine production
decreased, but the import of wine products increased sharply" (agravery.com, 2022).

The main stages of the wine production process are alcoholic and malolactic fermentation. Quality control is particularly
important for these steps, as wine can easily spoil during this process (Kirchert et al., 2018). The second process to
improve wine quality is temperature-controlled fermentation, which is possible only for wines with primary settling. These
are the points reflected in the work of Kirchert et al. (2018), who also described the number of grape variety imprints,
grape infections, and control of grape Boytriud cinerea infection (glacial acid method). Wittwer & Anderson (2021) and
Agnoli & Charters (2022), Dubois et al. (2021) investigated the impact of the COVID-19 pandemic on global beverage
markets, wine and other spirits consumption, in particular, on the wine sector and the reduction in trade due to the closure
of restaurants, bars, clubs, international travel and reduced tourism.

Gutsalenko et al. (2020) in their works reveal the approach to the methods and bases of distribution of management costs
and their impact on the cost of wine production.

In their work, Salvatore Tudisca, Filippo Sgroi and Riccardo Testa (2011) analyzed the impact of technological innovation
on farm competitiveness and the preservation of the unique viticultural heritage in the world.

Moachir Couto de Andrade Jr. and Jerusa Souza Andrade in their research revised the concepts applicable to the nutritional
components and caloric content of Amazonian fruits (Belitz et al., 2009).

In their research, Blake et al. (1998) focused on and considered wine producers in such countries as the USA, Australia,
Canada, New Zealand and Spain, identifying the various ways in which a more sophisticated approach to accounting has
been adopted as a result of the drive for quality.

An analysis of previous studies on viticulture and wine production has revealed the features that influence the formation
of their prices. Based on this, the hypothesis of the study was defined as follows: price formation in the leading wine-
producing countries is generalized through accounting support and strengthening of its control function depending on the
categorical classifications of wine.

Based on the hypothesis put forward, in order to avoid falsification of wine products, it is necessary to strengthen the
control function of accounting for wine quality, taking into account the signs of categorical affiliation.

AIMS AND OBIJECTIVES

The article aims to disclose the peculiarities of accounting and controlling the formation of wine product prices in the world
market, taking into account their qualification categories. In order to achieve this goal, it is advisable to distinguish the
research objectives:

=  to study the evolution of the development of "wines of controlled designations and origins" in wine-producing coun-
tries and to analyse world wine production with the selection of leading countries;

= to assess the market for wine sales by the leading countries and the possibilities of Ukraine;

= to carry out a categorical description of the wines of the leading countries according to the specified wine classifica-
tion;

= to highlight the quality characteristics and standards of wines and to reveal the experience of the leading countries
in wine production in terms of quality control;

= to identify the tools for determining the quality of wine products in Ukraine;

=  to determine the place and influence of accounting and control in the formation of the price of wine products, taking
into account their qualification categories.
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METHODS

The study was conducted using general scientific methods (transition from quantity to quality; unity of historical and
logical) and special methods (analysis and synthesis; methods of comparison, grouping, forecasting and visualization). The
analytical study used statistical information from the leading wine-producing countries (France, Spain, Italy, Portugal,
Germany, Georgia, Canada, the United States of America and Ukraine) for the period from 2000 to 2023. The forecasting
method was used using a model that takes into account historical market trends for the relevant product, as well as
historical and forecast trends in various macroeconomic indicators (imports and exports of goods, GDP, unemployment,
population or inflation and the analyst's knowledge of the market situation).

When examining wine classification, in most cases, people are familiar with white and red, dry and fortified, dessert and
sparkling wines. However, in professional winemaking, everything is much more complicated, starting with the composition
of sugar and alcohol, grape varieties, quality and shelf life, methods of production, and ending with the region of produc-
tion. In addition to wine classification of wines by their types, some categories should not be confused, because any wine
(red, white dry, sweet, table, etc.) can be assigned one of the categories. The category is a quality indicator that depends
on the region of production.

Therefore, wine classification by category solves two problems:

= guides the consumer and helps to choose the best value for money;
= sets clear standards according to which the manufacturer can move from one group to another.

In fact, to ensure high-quality wine, the firm relies on more expensive manual labour in most cases, as opposed to mech-
anised labour, which could reduce costs but reduce the quality of the wine (Tudisca et al., 2011), because such processes
harm quality.

The study was conducted using various scientific methods, including the transition from quantity to quality and the com-
bination of historical and logical approaches, as well as special methods such as analysis, synthesis, comparison, grouping,
forecasting and visualization. For the analytical study, we used statistical information on wine production in leading coun-
tries such as France, Spain, Italy, Portugal, Germany, Georgia, Canada, the United States of America and Ukraine, for the
period from 2000 to 2023. Using a forecasting method that takes into account historical market trends and macroeconomic
indicators such as imports, exports, GDP, unemployment, population, and inflation, the study forecasted wine production
in Ukraine by type for the period from 2018 to 2026. A wine quality control system was also developed, taking into account
the category classification.

RESULTS

According to Council Regulation (EC) No 823/87 dated 16 March 1987, each established region engaged in the production
of wine with an origin-related name is subject to strict restrictions. This approach considers the factors that contribute to
ensuring the quality characteristics of wines produced in the region, particularly soil properties, climate, and location of
vineyards (E.A. Egorov, 2001).

Quality control is particularly important, as wine can easily spoil during this process (H.D. Belitz, W. Grosch and P.
Schieberle, 2009). Two commonly used procedures in winemaking are strong primary sedimentation of the must and
temperature control during the fermentation process. Primary sedimentation leads to clean and pure wines and also pre-
vents the formation of solids and colloidal particles, enabling high-wine quality (S. Kirchert, R.E. Kaiser, G.E. Morlock,
2018).

Most wine-producing countries have a labelling system that makes it easier for consumers to understand what to expect
from a particular bottle.

Historically, France was the first country to establish the status of “wines of controlled names and origins” (CNO wines).
This status is provided by a set of normative legal acts aimed at protecting vineyards and production technology. Later,
this idea was supported by other countries of the European Union, in particular, Portugal, Italy, Spain, and other states.

As grapes are one of the 20 most significant agricultural products and wine is the most expensive and creatively processed
grape product, it would be appropriate to consider the world’s largest wine exporters and classify their wines according to
beverage quality and highlight key aspects that Ukraine should take into consideration.

DOI: 10.55643/fcaptp.4.57.2024.4416 157


https://fkd.net.ua/
https://www.fta.org.ua/

®IHAHCOBO-KPEAUTHA AIAMbHICTb: MPOBSIEMW TEOPIT TA MPAKTUKM
Tom 4 (57), 2024

World wine production, excluding juices and musts, is estimated to range from 241.7 million dal to 246.6 million dal in
2023. This represents a 7% decline versus a below-average 2022 volume. In 2021, it amounted to 247.1-253.5 million
hectolitres (one hectolitre is equivalent to 100 litres or 133 standard bottles), in 2020 it was 258 million hectolitres and
260 million hectolitres in 2019. However, it significantly decreased compared to the historically high production in 2018
(Figure 1). In addition, it is worth paying attention to reducing the level of wine consumption by 15-20%.

After a slight decrease in world wine consumption registered in 2018, world wine consumption in 2019 was estimated at
244 ml, which was + 0.1% compared to the previous year (The International Organisation of Vine and Wine, 2020). In
2021, it is estimated at 236 million hl, which is 0.7% more than in 2020.

France is the world's largest producer in 2023, with volume slightly above the five-year average. At the same time, Italy
and Spain recorded a significant decrease compared to 2022 due to unfavourable weather conditions that led to downy
mildew and drought.

Returning to Figure 1, we observe that world wine production has fallen to the lowest level since 1961, due to extreme
weather events.

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Figure 1. Forecasted volume of wine production (2000-2023). (Source: The International Organisation of Vine and Wine, 2020)

Wine production in the EU in 2020 was 159 ml, and in 2019 it was estimated at 156 ml, which had a significant decrease
of 14.4% compared to the volume registered in 2018 (-26.7 ml) (The International Organization of Vine and Wine, 2020).
In 2022-2023, Australia, Argentina, Chile, South Africa and Brazil saw production decline by 10-30%. Spain retained its
position as the world's third-largest wine producer, although production fell by 14% and 19% compared to the five-year
average. Italy lost its title as the world's largest producer as its output fell by 12%, allowing France to regain the top spot.

Throughout 2019 and 2020, favourable weather forecasts predicted a good harvest, but the COVID-19 pandemic forced
winemakers in key wine-producing countries (France and Spain) to cut back on harvests to avoid overproduction (G.
Wittwer & K. Anderson, 2021). In addition, the pandemic also affected the decline in trade (Lara Agnoli, Steve Charters,
2022; M. Dubois, L. Agnoli, J. Cardebat, R. Compés, B. Faye, B. Frick, K. Simon-Elorz, 2021), led to losses in the tourism
and travel industry, which is one of the most important factors affecting the development and sales of products (L. Gut-
salenko, U. Marchuk, O. Hutsalenko & N. Tsaruk, 2020). In the United States, wine production remained unchanged in
2020, but forest fires in California significantly influenced the quality of wine due to the smell of smoke in the wine.
Although the category's recovery will be fragmented, globally, still wine volume is forecast to remain below pre-COVID-19
levels through 2024 (Global wine trends to watch in 2021, 2021).

In Ukraine, over the past five years, the area of vineyards has decreased by 11%, and the cost of wine production has
increased by 48% compared to last year 2021 (Agravery, 2022).

World sales of wine exported from all countries in 2020 amounted to USD 34.1 billion, which was on average by 5% more
for all exporting countries since 2016 when wine supplies were estimated at USD 32.5 billion.
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In 2019, the world export market of wine, which is considered the sum of exports of all countries, expanded compared to
2018 at an estimated volume of 105.8 ml (+ 1.7%) (The International Organization of Vine and Wine, 2020). Therefore,
from 2019 to 2020, wine exports decreased by 4.8%.

Only 1.2 hl of wine was produced in Ukraine in 2020. Instead, a historical record for imports was set. According to the
AgroPolit resource, in 2020 Ukraine imported about 74,000 tons of alcoholic beverages with an alcohol concentration of
less than 80% (mainly cognac, whiskey, vodka, liqueurs, and sweet liqueurs) worth USD 227 million. Almost 91,000 tons
worth of grapes and other wines were imported USD 224 million, and malt beer - 70,000 tons worth 67 million (K. La-
vrenova, 2022).

In 2022, sales of alcoholic beverages in Ukraine fell by at least a third, and in some categories by 67%. The industry began
to recover in the summer, but there were many obstacles on the way. The military operations in Ukraine have significantly
changed the market for a number of reasons, including the massive outflow of people abroad, restrictions on the operation
of catering establishments and disruption of logistics flows. Alcohol sales were suspended from late February to early April.
The economic behavior of Ukrainians has also changed. According to Pro-Consulting, in January-June 2022, compared to
the same period in 2021, sales of wine in Ukraine fell by 58%, and cognac by 66% (Kolesnichenko O., 2022).

According to the State Customs Service of Ukraine (2021), in 2023, Ukraine exported 9.66 thousand tons of wine for the
amount of USD 6.59 million, in 2022, 6.90 thousand tons of wine worth USD 8.66 million, in 2021 - 12.87 thousand tons
worth USD 16.45 million, in 2020 — 16.62 thousand tons worth USD 13.08 million, in 2019 — 8.81 thousand tons worth
USD 11.93 million.

The largest foreign market for Ukrainian winemakers was Romania - USD 2.28 million (34.58%) and Moldova - USD 0.58
million (7.98%). Export and import of grape wine and grapes for 2020-2021 are presented in Figures 2 and 3.
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Figure 2. Export of grapes and wine in Ukraine in 2020-2023 (USD million). (Source: formed by the authors according to the State Customs
Service of Ukraine, 2023)

The volume of grape wine exports totalled over 11.77 thousand tones. This is 70.7% more than in 2022, but 8.6% less
than in 2021. For comparison: in 2022, about 6.9 thousand tons of grape wines and must were exported, and in 2021 -
more than 12.87 thousand tonnes.
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Figure 3. Import of grapes and wine in Ukraine in 2020-2023 (USD million). (Source: formed by the authors according to the State Customs
Service of Ukraine, 2023)
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In 2023, imports of grape wine and grape must amount to more than USD 180.14 million, which is 52,9% more than in
2022 but 16.4% less than in 2021. In comparison: in 2022, imports of grape wine and must amounted to USD 117.85
million, and in 2021 — about USD 215.46 million.

The three largest importing countries — Britain, Germany and the United States — together imported 41 billion of wine,
which is 39% of total wine imports in the world.

In 2019, these countries imported 40.4 billion of wine together, which is 38% of the world's amount. These three countries
also accounted for 38% of the world's wine imports, reaching EUR 11.5 billion.

Against the background of the spread of coronavirus (COVID-19), in 2020, Ukraine increased imports of grape wine by
22% compared to 2019. In 2020, the top three export leaders included countries such as Italy, which exported almost 21
million hl of this drink, Spain (20.2 million hl) and France with a Figure 2 of 13.6 million hl.

Only 1.2 hl of wine was produced in Ukraine in 2020. Instead, a historical record for imports was set. A total of USD 179.3
million worth of wine was imported, which also happened due to the increase in wine production. According to the forecast
study of wine production in Ukraine by species in the period 2018 - 2026 (in USD), an increase in the share can be observed
(Figure 4).

Forecast market figures are based on a model which takes into account historical market trends for the product in question
as well as historical and forecast trends in different macro-economic indicators like import and export of goods, GDP,
unemployment rate, population or inflation rate and analyst's knowledge of the market situation.

350
300 2647 272 274,8 287 =
250 2205 230,1 230,7 2424
200
150
100
50
0
2018 2019 2020 2021 2022 2023 2024 2025 2026

Figure 4. Study of forecast wine production in Ukraine for the period until 2026, USD million. (Source: formed by the authors according to the
Global Research & Data Services from International Monetary Fund)

In the context of statistics on wine exports and imports on the world market and wine production in Ukraine, it is advisable
to reconsider its quality characteristics and defined standards. This feature, in our opinion, plays a dominant role in con-
sumers' choice and purchase of wine.

There are different approaches to implementing the accounting procedures required to monitor the costs and control the
quality concerning its violations. The calculation of profits and costs, especially at the macro level, is far from accurate, as
it involves a large number of estimates, assumptions and unaccounted-for factors. The authors hardly take into account
the cost of production, which includes costs and benefits arising from the impact of business entities' activities on the
ecological and agro-food system and on society as a whole (Ishchenko et al., 2021).

So, there is a need to improve the quality in the process of production or provision of services that may lead to new
changes in accounting (Blake et al., 1998).

In order to control the quality and authenticity of regional wines, it is first necessary to determine the criteria for their
identification. It is natural to assume that such criteria may involve characteristics of the drink, which are qualitatively and
quantitatively determined by the factors of grape growth, soil and climatic conditions, and processes occurring at different
stages of vinification.

The most characteristic parameters will be those having constant variability under the sustainability of external factors of
the environment. Based on this, when establishing the criteria for regional ownership of wines, it is necessary to consider
the impact of each wine region's ecological and geographical features (International Trade Centre, 2009).

In France, which was the founder of the standardization of wine quality and the status of "wines of controlled names and
origins" (CNO wines), the products of French winemakers are controlled by INAO (Institut National des Appellations
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d'Origine) (2021), which is responsible for overseeing all French agricultural products having protected geographical status,
is subordinate to the Government and is a structural unit of the Ministry of Agriculture of France.

In other parts of the world, there are also bodies that control the quality of the wine. For example, in Georgia, the quality
of wine is regulated by the Department of Vine and Wine “Samtrest”, and state control over the activities of winemakers
is carried out by the Ministry of Agriculture and Food of Georgia.

In Ukraine, it is necessary to strengthen proper control over the quality of wine products, similar to the European one,
which is based on the methods of reference isotope analysis and is an analytical method of control and combating fraud
in the wine sector, which requires a high level of special scientific knowledge and equipment.

France, Spain, Italy, Portugal and Germany are the main players in the wine market with a significant history and
knowledge of wine quality. Therefore, it is worth considering the classification of wine categories in these countries from
the highest to the lowest (Figure 5).

The information given in Figure 4 lets us argue that there is a wide choice and many types of wine, which complicates the
choice of consumers because the available information on labelling given on the bottle does not provide a complete idea
of the quality and origin of the wine.

s N )
= AOC (Appellation d'Origine Controlee);

= VDQS (Vin Delimite de Qualite Superieure);
= VdP (Vin de Pays);

= VAT (Vin de Table).

France

N [~
NN

= DOCG (Denominazone di Origine Controllata e Garantita);
= DOC (Denominazione di Origine Controllata);

= IGT (Indicazione Geografica Tipica);

= VDT (Vino da Tavola).

Italy

VY4
NN
J

= DOCa ( Denominacién de Origen Califiada);
= DO (Denominacion de Origen);

= VDT (Vino de la tierra);

= VDM (Vino de Mesa).

Spain

N
N

DOC (Denominacao de Origem Controlada);

IPR (Indicacao de Proveniencia Regulamentada);

VQPRD (de Vinhos Qualidade Produzidos em Regioes Determinades);
Vinho Reginal;

Vinho Reginal;

Vinho de Mesa.

Portugal

N
N

= QmP (Qualitatswein mit Pradikat);

= QBA (Qualitatswein Bestimmer Anbaugebiete);
= Deutscher Tafelwein;

= Deutscher Landwein.

- J J

Figure 5. Categorical classification of wine in leading countries.

Germany

The categorical classification of wine determines its degree and compliance with standards. However, in addition to Euro-
pean wines, there are also wine-growing countries outside Europe (New World Wine Classifications) that can use their
own classification systems, such as VQA (Vintners Quality Alliance) in Canada and AVA (American Viticultural Area) in the
USA.

Therefore, the next criterion is the specification of these categories by characteristics in the combination of their common
features between countries (Figure 6).
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N
CATEGORICAL CHARACTERISTICS OF CLASSIFICATION WINES OF THE LEADING COUNTRIES
J
v \ v \
Countries Characteristics
\ |
- The highest category of wines controlled by the region (appellation - in France), it guarantees product authenticity.
France, Italy, Spain, _{/1\}_ The strictest requirements for the quality of these drinks are as follows: strict control and tasting tests. The territory,
> Portugal, Germany \_~_/ | varieties of grapes used, the technology of cultivation and production, yield of a vine, durability, etc. are strictly
o regulated.
Wines with guaranteed quality parameters that are expected to be assigned a higher category. Although the
requirements for these wine candidates are slightly lower than in the first case, most producers are trying to meet the
France. Ttaly, Spain TN highest requirements.
B P’ortuyél pain, — 2 - Italy (DOC) — wines that are controlled by the origin, and are analogous to the French AOC.
9 N Spain (DO)is an analogue of the French AOC, but only producers who have been demonstrating excellent quality of
their wine for 5 years are included.
Portugal — there are no clear standards for grape varieties, winemakers can experiment with creating unique drinks.
Local wines. This group includes beverages that do not fall into higher categories. Their varietal composition, blending
France, Italy, Spain, TN and production tec\l:molpgy are noF so" strictly controlled. Requirements for vine yield and strength remain.
= Portugal, Germany — 3 /| ftaly — IGT means “typical local wine”.
! N Spain — VDT — producers are required to indicate on the label the region of production, grape varieties and year of
harvest.
Table wines that pass only laboratory control. Grapes grown in other countries of the European Union (European
table wine) can be used for their production.
France, Ttaly, Spain TN French table wines (from local grapes) are marked with the inscription “vin de table francais”.
| Portu'al gérrrl:an ! —— 4 | Deutscher Tafelwein — German table wines that contain at least 8.5% alcohol. They are produced without additives
9al, Y "/ |and dyes according to the established ecological standards.
Deutscher Landwein — German local (special table) wines made in 19 regions from the most mature grapes harvested
at the end of the season.

Figure 6. Categorical characteristics of classifications of wines of the leading countries.

In order to increase the competitiveness of Ukrainian wine products, it is advisable to carry out control at all stages of its
production — from the harvest formation to the sale of finished products, taking into account factors of influence: soil,
climate, meteorological conditions, variety, farming practices of growing grapes and technology of production of finished
wine products.

Material and production stocks of winemaking enterprises are a significant part of the property value. In the general
structure of current assets, they occupy the maximum share (over 85%), so their rational use is important, which signifi-
cantly affects the profitability of wineries and their financial position.

In 2009, the Ministry of Agrarian Policy of Ukraine adopted Order No 444/74 of July 21, 2008 “On Approval of the Sectoral
Program of Viticulture and Enology of Ukraine 2025” (2008). The goal of the Program of Development of Viticulture and
Winemaking by 2025 is to implement the state policy of Ukraine on the regulation of the development of this sector of the
economy, the concentration of financial, logistical, and other resources, production, and scientific and technical potential
to solve major problems of the industry.

However, this program does not work in its entirety, since the most important concepts are not legislated, and the laws
do not meet the modern requirements of the world wine production market.

The main points related to the normative and legal framework established for quality, its assessment, technical require-
ments and others are grouped in Figure 7.
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~
Order of the Ministry of
Economic Development, = Not subject to mandatory certification Wines (grape, fruit, champagne and
Trade and Agriculture of sparkling), other fermented drinks with a strength of 8.5% or more;
Ukraine No. 1443, dated = Conformity assessment is carried out on a voluntary basis.
November 13, 2015
J
4 N )
Technical requirements for = Control according to DSTU 4806:2007 "Fault. Genreral technical conditions";
the quality of grape wines = Organoleptic indiators: transparency, wlor, taste and aroma (bouquet).
o % J
é N . N )
= Law of Ukraine "On State Market Supervision and Control of Non-Food Products”;
State market supervision = Law of Ukraine "On general safety of non-food products";
and control of products in = Certification of grape wines is arried out by specially accredited testing
Ukraine laboratories or laboratory centers according to ISO 17000;
= Other legal acts, including technical regulations.
G % J

Figure 7. Toolkit for determining the quality of wine production in Ukraine. (Source: formed by the authors used: Law of Ukraine (2021); Na-
tional Standard of Ukraine. DSTU 4806:2007 (2008); National Standard of Ukraine. DSTU 2163-93 (1994)

We are convinced that an integral part of the business is the efficiency and effectiveness of the accounting control function,
which ensures the timely and reliable provision of information to managers at all levels of the business management
system. (Gutsalenko et al., 2020).

Since wine materials and wine are obtained not as a result of harvesting, but as a result of processing other agricultural
products (grapes), for accounting purposes, NSAU 30 “Biological Assets” is used instead of NSAU 9 “Inventories” (Figure
8).

[ INFORMATION SUPPORT (DOCUMENTATION) j

Production cost of goods
NSAU 9 "Inventories”
NSAU 16 "Expenses”

Primary documents for accounting for the costs of
producing wine materials and wine

Direct material costs; = Payrdl for production employees;
Direct labour costs; = Accrual of unified social tax on the payroll;
Other direct costs (payroll taxes; depreciation of = Depreciation on-premises and equipment used to produce
premises; rent; insurance payments, etc.); wine and wine products;
= Variable and fixed allocated overhead costs. = Other direct production costs

Figure 8. Information support (documentation) of wine production costs by elements.

The method of wine production costing is chosen by the enterprise taking into account certain features (location and size
of the enterprise, production technology, logistics capabilities, etc.) (Figure 9). The list and composition of production cost
items are determined based on the structure of production and approved in the order of accounting policy (O. Ivanenko,
2024).
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Comparative characteristics of cost accounting methods in foreign and Ukrainian winemaking ]
practice

Methods of cost accounting of foreign Methods of cost accounting for
practice Ukrainian producers

. Direct-casting;

= Standard-casting;
= ABCmethod;

. Kaizen-casting;

= Cost-killing;

. LCS analysis;

. Benchmarking.

= Direct calculation method;

= The method of exclusion of expenses;
= Method of addition;

= Method of proportional distribution.

Combined
method

Figure 9. Comparative characteristics of cost accounting methods in foreign and Ukrainian winemaking practice. (Source: formed by the
authors with partial use (Tsaruk V., 2017)

Specialist laboratories, regulatory bodies and wine sommeliers may use different methods and standards to ensure high-
quality wines. However, it is necessary to determine a systematic approach to the display of costs in accounting, which
forms the cost price of wine production and control of components that ensure the quality of drinks and affect the sales
price. Cost accounting in viticulture (for raw materials and materials; for machinery and equipment; for labor; for energy;
for management and administration) helps to optimize production, and quality control (organoleptic; physico-chemical;
microbiological; geographical) helps to ensure high product quality.

For Ukrainian wine producers, the form and procedure for documenting the wine production process is determined by the
document flow schedule and is set out in the accounting policy. The use of inventories in production is confirmed by a
write-off document (Act on Write-off of Production and Business Inventory), and the write-off of food additives is recorded
in an independently developed form of the act, which contains the mandatory details of the primary document (O.
Ivanenko, 2024).

The current system of accounting and quality control of beverages, which regulates the identification of wine products,
does not fully involve modern advances in analytical chemistry, which ultimately does not let distinguish a high-quality
product from its high-precision imitation (Figure 10). Relationships between operational accounting and operational con-
trol, are manifested in data flows, information analysis, and practical use of evaluation in managerial decision-making. The
major criteria of this relationship is the ability of operational accounting to provide management with information according
to their individual requests, and that of operational control to notify managers at all levels of detected deviations in due
time (Marchuk, 2016).

Cost acoounting and product :: >
[ quality control determine COST
i_ ——————————— 1 Wine Packaging Marketing h
= Grape variety, ; . .
The Ministry of Agrarian Policy and l andpslone' Y, type = The size, vqu_me, Cou_ntr?l,
I : [  COng, . shape and weight of + Region;
| Foo_d Plans to Launch a \ﬁtcultu_re + Additional techniques the bottle: . The level of consumer
Register to Ensure Product Quality fermentation, aging): ’ 4 K
: (fermentation, aging); - Corking the bottle value;
|| Control aré(lj TtransferF(?erVIc&S toan I »  Certification of wines 9 ' « Label:
I lectronic Forum | by quality level (AOC, Histol i
y . ry of the winery.
DOC, DOCG
: ; o standards). )
| Violation of the quality of wine | |
|\ products ) ]l Categorical affiliation
‘7 ( Sale price )
\ 4
1. Falsification and forgery 4. Insufficient information on the label
2. Non-compliance with production standards 5. Insufficient control over storage conditions
3. Addition of chemicals 6. Use of prohibited substances

Figure 10. Accounting and control the quality of wine, taking into account the signs of categorical belonging.
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All this ultimately contributes to the penetration of counterfeit alcohol into the consumer market. It is the categorical
classification that determines how the wine meets established standards, geographical origin and other categories, and
therefore affects its market price and popularity among consumers.

Classification of wine quality can significantly affect the cost of production and sales price. Therefore, it is very important
to balance them in such a way that the winery is competitive and the wine remains accessible to the target audience.

Violations of the quality of wine products can occur for various reasons (Figure 10). So, in Italy, there was a case where
wines were labelled as high-class wines or DOCG (Denominazione di Origine Controllata e Garantita), but in reality, the
wines were adulterated and diluted with other ingredients. Non-compliance with production standards or the addition of
chemicals is also a problem, as there have been cases (in the United States) where manufacturers did not comply with
technical standards (e.g., sulfate levels), or added chemicals to improve taste, colour or aroma, but did not take into
account their effects on the health of consumers.

Other violations are cases when the label does not indicate the correct information about the producer, his place of origin
or the use of the grape variety. Also, insufficient control over the conditions of storage and transportation of wine can lead
to its spoilage and loss of quality.

Another factor is changes in market conditions caused by the war's impact on winemaking, as changes in the economy
also affect wine prices and consumer behaviour. Economic stagnation could reduce investment in the wine sector, which
can affect the use of modern technologies and the quality of production.

It is worth considering that winemaking is an industry that requires a long time and patience, and the impact of events
can have long-term consequences.

To obtain the CNO status, it is necessary to pass technological instructions for the production of CNO wines, approved by
the Ministry of Economy, and in case of a positive statement to obtain a decision within 21 days and draw up the necessary
documents:

1.  Application (letter, appeal) for approval of technological instructions for the production of wines of controlled names.
2.  Draft technological instructions for the production of CNO wines.

3. Materials confirming that the business entity has a raw material base for the production of CNO wines.

4

Materials confirming the release of high-quality wines by the business entity within 5 years, which are provided for
approval as CNO wines.

5. Materials confirming the location in a strictly regulated geographical location of grape growing and all stages of
production of CNO wines.

6. Conclusion of the Central Branch Tasting Commission of the wine industry on the production of CNO wines (Ministry
of Agrarian Policy and Food of Ukraine, 2021).

Among the main refusals in the provision of CNO are the lack of the entity's raw material base for the production of CNO
wines; no confirmation of the production of high-quality wines for 5 years; lack of proof of the location in a strictly regulated
geographical location of grape growing and all stages of production of CNO wines, etc.

As we can see, the main requirement, which can be found both in the European countries and Ukraine, refers to a strictly
regulated geographical location of grape growing. However, it should be noted that on February 15, 2021, the Department
of Agrarian Policy of the Ministry of Economy (2021) developed the Draft Law of Ukraine “On Amendments to the Law of
Ukraine “On Grapes and Grape Wine”, which identified the main components aimed to improve qualitative characteristics
that should be implemented, in particular (Figurell).

The purpose of the Draft Law of Ukraine is to harmonize sectoral legislation with the requirements of international rules
of wine production and implement the provisions of EU Regulations and Decisions (EU) on the oenological practices,
labelling, and protection of geographical indications of wine products and control in viticulture and winemaking, as well as
simplification of business activity and deregulation in the wine industry, creation of favourable conditions for the develop-
ment of business entities of all forms of ownership and production of high-quality products with unique properties due to
environmental conditions of the territory of origin, the mentioned law will be finalized and adopted in the nearest future
(Ministry of Economy of Ukraine, 2021).
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In accordance with the Committee Opinion on the issues of the integration of Ukraine in the European Union dated No-
vember 9, 2021, the Draft Law of Ukraine "On Amendments to the Law of Ukraine “On Grapes and Grape Wine” (No 6010
dated September 8, 2021, people’ deputy Saliichuk O.V. and others) does not contradict the law of the European Union.

~
Draft Law of Ukraine “On Amendments to the Law of Ukraine “On Grapes and Grape Wine”
(No 6010 dated September 8, 2021, people’s deputy Saliichuk O.V. and others)
J
ensure compliance with the classification adopted in the EU terms and definitions, the
S classification of grape varieties and requirements for the production of wine produds made
from the relevant grape varieties, as well as some oenological practices and restrictions;
introduce registration, reporting and production of wine products using similar names of
> geographical indications and wines of controlled names by the origin to those used in EU
countries;
N determine the mechanism of protection on the territory of Ukraine of EU geographical
4 indications for wine products, those responsible and the consequences of violations;
> introduce new terms and definitions in accordance with the categories of European legislation;
N provide state support for viticulture and winemaking in accordance with the action plan for the
d implementation of the Agreement between Ukraine and the EU;
» - implement rules on labelling and presentation of wine products;
= establish the principles of inspecting wine production from the grape bush to the final product,
> determine the controlling institutions and their powers, specify the sanctions imposed for
violation of the requirements established by law.

Figure 11. Draft Law of Ukraine “"On Amendments to the Law of Ukraine “On Grapes and Grape Wine". (Source: Ministry of Economy of
Ukraine, 2021)

It has been established that the main conditions for the formation and development of competition in the wine market
within one country, namely Ukraine, are as follows:

= availability of a significant number of manufacturers of similar services;
. availability of essential criteria that can be compared with reference countries.
These conditions do not mean that competition is sufficient for the development of the wine industry in Ukraine. Still, it

can be one of the impetuses for competition, changes in the market situation, changes in regulations, position and roles
of market players.

Thus, the wine sector attracts significant material and financial resources, which are accounted for in the accounting
system that determines the specifics of the production process of viticulture and winemaking, and as a result, the company
bears production costs and receives the appropriate income.

DISCUSSION

In the global market, more and more attention is paid to the quality characteristics of wine products, which attracts the
attention of many scientists, lawmakers, and practitioners. Our attention is focused on the pricing of wine in terms of its
categorical classifications, and the study is aimed at strengthening its control function through accounting support.

We support and substantiate some of the ideas in the literature, for example, Pirozhok O. (2020) that winemaking in
Ukraine should be developed as a domestic tourism destination and a culture of consumption, which will influence the
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development of the industry, form its brand and create new jobs, which is important for the development of the country's
eco-economy.

At the same time, insufficient attention has been paid to the categorical characteristics of the classifications of wines
produced in Ukraine and competitive on the world market. The absence of such studies prompted us to search for them.
Our analysis of the categorical characteristics of the wine classifications of the leading countries allowed us to identify the
need for a control function at all stages of production - from growing the crop to selling the finished product, taking into
account the factors of influence.

We agree with the scientists in particular Blake, John and Amat, Oriol and Moya Gutiérrez, Soledad (1998) who pointed
out, emphasized, and reviewed wine producers in such countries as the USA, Australia, Canada, New Zealand, and Spain,
identifying the various ways in which a more complex approach to accounting has been adopted as a result of the drive
to improve product quality. In our opinion, the effectiveness of product quality improvement should be determined by the
relevant regulatory and legal instruments, taking into account its assessment and technical requirements, etc.

Continuing our research in this area, we strongly defend the position of the impact on the cost of production of the relevant
approaches to the methods and bases of distribution of management costs specified in the accounting policy of an entity.

One of the issues that is actively discussed in scientific debates Wittwer, G., & Anderson, K. (2021) and is key in the
practical activities of wineries is the formation of a pricing policy. The conducted research on the cultivation of viticulture
and production of wine allowed us to identify the features that influence the formation of their prices, which is provided
by information sources of the accounting process by strengthening its control function depending on the categorical clas-
sifications of wine.

CONCLUSIONS

Summarizing the above, it can be concluded that the pricing of wine products on the world market plays a key role in the
implementation of an efficient and competitive wine business. Therefore, based on the results of our research, we have
made the following conclusions:

1.  The study of the evolution of the development of "wines of controlled designations and origins", the analysis of world
wine production and the identification of factors influencing its changes allowed us to identify the leading countries
that adhere to this status and ensure the quality characteristics of wine, in particular: France, Italy, Spain, Portugal
and others.

2. The assessment of export-import operations for the sale of grapes and wine in Ukraine in the recent period allowed
us to forecast the market based on a model that takes into account historical market trends in various macroeconomic
indicators.

3. The degree and compliance of wines with certain standards are determined by the categorical classification of wines.
The paper groups and presents the categorical classification of wines and describes them in terms of the leading
wine-producing countries.

4. The effectiveness and strengthening of the control function of accounting aimed at ensuring the quality of wine plays
an important role in the formation of the price of finished products and may depend on its categorical classification.
Different categories of wine have different properties and meet different requirements set out by international
standards and are required to be met by producers, which undoubtedly affects the cost and consumer value of the
product on the international market. The identification of quality characteristics and standards of wines and the
disclosure of the experience of the leading wine-producing countries in controlling its quality allowed us to outline
the need to strengthen the control function of accounting all the way from the production process, storage and to
the process of selling to consumers.

5. Viticulture and winemaking are specific industries that have their own peculiarities in the technological process,
which is accompanied by specific accounting and strengthening of its control function, which will ensure qualitative
qualification features and form the price of both raw materials and finished products and the implementation of
control measures that ensure quality qualification features and form the price of both raw materials and finished
products.

6. The price of wine products is formed taking into account various factors, such as production costs, transportation,
marketing costs, taxes, supply and demand, as well as competition in the market.
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7.  The accounting and control system includes accounting for costs at each stage of production in the formation of the
cost of wine products, taking into account the variety, type and clone of grapes, additional costs associated with
fermentation and ageing, as well as certification costs.

Particular attention should be paid to the accounting of sales costs, which will include packaging costs, marketing costs,
analysis of competitors' pricing strategies, monitoring of market conditions and response to changes in them.

With the help of accounting and control support, wine producers can ensure an optimal price level that takes into account
both their own interests and the needs of consumers and the dynamics of market conditions. Effective management of
the pricing policy contributes to increasing the competitiveness of wine companies in the international market and ensuring
stable profits.

Accounting and control support includes keeping records of costs at each stage of production and supply of wine products,
analyzing competitors' pricing strategies, monitoring market conditions and responding to changes in them.

Quality control of wines must be carried out and strengthened all the way from the production process, storage and up to
the process of selling them to consumers. Reliable cost accounting and control over compliance with quality characteristics
help winegrowers maintain stable production activities and ensure high quality and competitiveness of products, which
affects the market price and consumer value.
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OBJ1IKOBO-KOHTPOJIbHE 3ABE3MNEYEHHA ®OPMYBAHHA LIIH HA BUHHY NMPOAYKLUIIO HA
CBITOBOMY PUHKY

MeTol0 AOCNIMKEHHS € PO3KPUTTS OCOBNMBOCTEN KOHTPONIO (DOPMYBaHHS LiH Ha BUHHY NPOAYKLIO Ha CBITOBOMY PUHKY 3
ypaxyBaHHsIM ixHix kBanicdikaLiiHMx kaTeropin.

SlkicTb BMHHOI Npoaykuii 3abe3neyvye KOMNIEKC HOPMaTMBHO-MPABOBUX AOKYMEHTIB, CMPSIMOBAHMX i HA 3aXMCT BUHOrpaj-
HWKIB, i HA TexHonorito BUPOOHULTBA. [JOCNIMKEHHS I'PYHTYIOTLCS Ha AOTPUMAHHI KpaiHaMU-BUPOBHMKaMK CTaTyCy «BUH
KOHTPO/IbOBaHUX HaliMeHyBaHb Ta NoxokeHb>» (BuHa KHIT). BuBUEHHSI ekcrnopTy 1 iMNOpTY BUHA Ha CBITOBOMY PUHKY
[03BONMNO AOBECTM, WO [AOMiHYIOYY posib Y BUOOPI CnoXuBayYaMu BMHA BifirpaloTb SKiCHI XapakTepPUCTUKM, BU3HAYEHI
CTaHaapTamu. BMKOpMCTOBYIOUM METOA rpynyBaHHs, cchOpMOBaHO KaTeropianbHy knacudikauilo BUHa B KpaiHax-nigepax:
®paHuii, Itanii, Icnanii, MopTyranii, HimeuuuHi. 3ailicHeHO XxapakTepuUCcTUKy Knacudikalii BUH kpaiH-BUPOBHMKIB. Buokpe-

M/IEHO IHCTPYMEHTaPpil KOCTi BUHOPOBHOI NpoayKuil YkpaiHu.
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®IHAHCOBO-KPEAUTHA AIAMbHICTb: MPOBSIEMW TEOPIT TA MPAKTUKM
Tom 4 (57), 2024

OpwriHanbHICTb NPOBEAEHOro AOC/IAXEHHS MOIArae B KOHTPONi (hOpMyBaHHS LiH HA BUHHY MPOAYKLitO Ha CBITOBOMY PUHKY
3 ypaxyBaHHSM iXHbOi kaTeropianbHOI Knacudikadii.

KaTeropianbHa knacugikauis BUH AO3BONUTL CNOXMBAYaM O3HAYMTU BIAMNOBIAHICTb BUHA BCTAHOB/IEHUM CTaHdapTaM, re-
orpadivyHOMy NOXOMXKEHHIO Ta IHLWMM KaTeropisMm i niaTBepanT CiBBIAHOLWEHHS «SKICTb-LiHa».

KnrouoBi cnoBa: 065k, KOHTpOsib, SKICTb, BUHO, LiiHa, NPOAYKUis, knacudikauiliHi kaTeropii, BapTiCTb, BUHOrpaaapcTBO

JEL Knacudpikauis: D40, D29, L11, M40
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