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The paper presents the results of studies of the current state, significant trends,
development potential, and funding sources of the wine industry in the Russian
Federation. At the regional level, economic, natural (soil and climate), and
anthropogenic factors are identified as the main factors that determine the potential
for the development of viticulture and winemaking in the current conditions. The
research identifies the fundamental aspects of government support for viticulture
and winemaking. The paper analyzes conditions for developing the wine industry
in Crimea and Sevastopol, including the financial component. In particular, the
paper examines the results of analytical calculations of the financial leverage ratio
for the most prominent winemaking enterprises of the Crimean Peninsula. The
government support measures for the Crimean winemaking enterprises in terms
of increasing the availability of long-term loans have been analyzed. The paper
explores significant trends in the development of the Crimean wine industry as
a whole and long-term loans to the local enterprises. The authors propose an
economic and mathematical model for quantifying the cumulative effect of the
following essential factors on consumer satisfaction with the price-quality ratio of
wine products. One assumes that this model can form the basis for assessing the
potential for developing the viticulture and wine industry at the regional level in the
Russian Federation. Considering the results of the source research and financial
and economic analysis carried out in the field, the paper aims to reveal the primary
features and issues of the development of enterprises in the wine industry of Crimea
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and produce optimal solutions. The paper attempts to formulate a proposal on the
expediency of using the presented research results, including a model analysis of the
influence of a combination of significant factors on the development of viticulture
and winemaking in the regions and develop recommendations for restoring the
sustainability of wineries in modern conditions and prolonging the program of
further research.
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YCJIOBUSI, BO3SMOXHOCTH
U NPOBJIEMBI PEAJTU3ALIMU MOTEHIIUAJIA
PASBUTHSI BUHOTPAJJAPCTBA U BUHOJEJIUS
B COBPEMEHHBIX PEAJIUSX: PETHOHAJIBHBIN
ACHEKT POCCUHCKOM ®EJIEPAIIUU

EJL I'punvko, H.A. Anecuna, A.B. Ky3omun

B cmamve npedcmasnenvt pezynbmamol uccie008anuil COBPEMEHHO20 COCMO-
SAHUSA, 3HAYUMBIX MEeHOeHYULl, NOMEHYUALa Pa3eumusl U UCOYHUKOS PUHANCUPO-
6arHus suHoOewueckou ompacau 6 Poccutickotl @edepayuu. B kauecmse ocHosHbix
hakmopos, onpedensiowux nomeHyuan pazeumust 6UHOSPAOAPCMEA U UHOOEUsL 6
COBPEMEHHBIX YCOBUSAX HA PEUOHATILHOM YPOSHE, 8blOeNeHbl IKOHOMUYECKUe, Npu-
POOHbIE (NOUBA U KIUMAN) U AHMPONO2eHHble hakmopul. B ucciedosanuu onpedeine-
Hbl YYHOAMEHMATbHBIE ACNEKMbI 20CYOAPCMEEHHOU NOOOEPICKU BUHOZPAOAPCNGA U
sunooenus. B cmamve ananuzupyiomes yciosus pazeumus GUHOOEIbYecKol Ompaciu
6 Kpvimy u Cesacmonone, 6 mom yucne gpunancosas cocmasnaowas. B uacmuocmu,
6 cmamve paccmMampusalomcs pe3yabmamnl AHATUMUYECKUX Pacienos Kodphuyu-
enma UHanco8oeo puiuaea Osi HauboIee U3BECMHBIX BUHOOETLYECKUX NPEONPUSMULL
Kpuvimcroeo nonyocmposa. Ilpoananusuposansi mepbl 20Cy0apcmseennoll noooepaic-
KU KPOIMCKUX GUHOOETbYECKUX NPEONPUAINULL 8 4ACmU NOGbIUEHUs OOCHIYRHOCIU
001120CPOUHBIX Kpeoumos. B cmambve ucciedyiomes cyujecmeennvle meHOeHyuu 8
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Paseumuiy KpbLMCKOU BUHOOETbYECKOU OMPaciu 8 YeloM U 00I20CPOUHble Kpeoumnvl
MEeCmHbIM NPeOnpuAmuaM. Aemopel npeonazaiom KOHOMUKO-MAMEMAMULECKYIO
MoOensb 0t KOMUYeCmEeHHOU OYeHKU COBOKYNHO20 GNUAHUSL OCHOBHBIX (PAKMOPOE
Ha YOO06IemMBOPEHHOCb Nompedumeneti COOMHOUEHUeM YeHbl U Kauecmea 6UHO-
denvueckotl npooykyuu. Ilpeononazaemcs, 4mo 3ma MoOeb MOX#Cem edb 6 OCHOBY
OYeHKU NOMEHYUaNa pazeumusl GUHOSPAOAPCMEA U GUHOOETLYECKOU NPOMBIULIEHHO-
cmu Ha pecuonanvHom yposHe 6 Poccuiickoti @edepayuu. Yuumovieas pezynomamol
uccnedo8anust UCHOYHUKO8 U UHAHCOBO-IKOHOMUHECKO20 AHANU3d, NPOBEOCHHO20
Ha Mecmax, yenb Cmambul - 8bIsI8UMb OCHOBHbIE OCOOEHHOCU U NPOOTIeMbl PA3GUMUS
npeonpusmuil gunooenvueckoli ompacau Kpvima u evipabomams onmumanibhsie
peutenus. B cmamve npednpunsma nonvimka copmyiuposams npeonodceHue o
1YenecooopasHOCMu UCNONb308AHUS NPEOCAGIEHHBIX PE3VIbINAMO8 UCCIe008aNUI,
BKIIOUASL MOOCTBHBIU AHANU3 BIUAHUS COBOKYNHOCTIU SHAUUMBIX (DAKIMOPO8 HA PA3-
sumue GUHOSPAOAPCMEA U GUHOOETUSI 8 PECUOHAX, U PA3PAOOMamy PEeKOMEHOAYUY
10 80CCMAHOGIEHUIO YCNOUYUBOCTNU BUHOOCTLYECKUX NPEONPUAIULL 8 COBDEMEHHBIX
VCIOBUAX U NPOOTEHUIO NPOSPAMMbBL OAbHEUUUX UCCTe008ANUIL.

Kniwouesvie cnosa: sunocpadapcmeo; sunooenue, UHHAS NPOMBIULEHHOCTD,
BUHOOENLUECKAS NPOOYKYUSA, YCI08USL; (PAKMOPbL; PUHAHCOBOE COCMOAHUE; (DUHAH-
€08as YCMOUUBOCMb, KPEOUMO8aHue; 20Cy0apCmeeHHas NOOOEPHCKA,; CelbCKOXO0-
3AUCMBEHHOe CINPAX08aHiLe

Jna yumupoeanusa. [ punvro EJI., Anecuna H.A., Kvsbmun A.B. Ycnosus,
603MOJICHOCTNU U NPOOIEMBI PEANU3AYUU NOMEHYUANA PA3GUMUS GUHO2PAOAPCTNEA
U BUHOOENUSL 8 COBPEMEHHBIX Peanusix: pecuoHalbhblll acnekm Poccuiickoti @e-
oepayuu // Siberian Journal of Life Sciences and Agriculture. 2022. T. 14, Ne4.
C. 297-334. DOI: 10.12731/2658-6649-2022-14-4-297-334

Introduction

Issue statement. The viticulture and wine industry — tightly intertwined
historically, technologically, and economically — are complementary types of
economic activity. Undoubtedly, these areas possess significant potential for
the dynamic development of the relevant sectors in the economies of many
countries and regions.

A keen interest in their sustainable development is shown by the growing
number of research papers on the topic by Russian and international research-
ers and new specialized publications, scientific communities, and electronic
analytical databases.

Winemaking in the Russian Federation is primarily developed in the south-
ern regions with favorable climatic conditions and is an essential and upcoming
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industry in the national economy. The issue of sustainable development of vi-
ticulture and the wine industry generates numerous research questions in terms
of considering economic, legal, economic, biodynamic, and other conditions
and factors for unlocking their development potential. The industry faces both
the issue of increasing, making the most of their funds and developing a sound,
balanced policy in terms of attracting borrowed sources of financing and main-
taining a stable financial condition.

Researching these issues in the real economy in general and, in particular,
in winemaking and viticulture is relevant in the shadow of the economic and
financial instability caused by the consequences of the COVID-19 pandemic.
An objective assessment of the financial support potential for this economic
sector in the current conditions will enable actors to quickly compensate for the
crisis losses and reach the growth dynamics in economic performance indica-
tors. Simultaneously, considering the specific nature of the industry, one should
consider its role in the economic development of the respective regions. The au-
thors focus on studying the conditions and potential of financial support for de-
veloping viticulture and winemaking in the territory of Crimea and Sevastopol.

This Region has traditionally been considered the center of viticulture and
winemaking, as, since the late 19" century, grapes have been one of the lead-
ing agricultural crops here, and the wine industry has been one of the leading
sectors of the economy. The study of development problems and the search for
opportunities to actualize the existing potential of the wine industry in the Re-
gion under the conditions of sanctions and restrictions caused by the pandemic
is a pressing scientific and practical issue.

A literature review

The problem of developing viticulture and winemaking has been thoroughly
studied both in the global aspect and at the macro- and meso-levels, in partic-
ular, in the works of such authors as K. Anderson [36], L. Bisson et al. [37]. S.
Cholette [38], A. Coelho et al. [39], A. Duarte and A. Bressan [40], A. Goncha-
ruk [42], Y. Li and 1. Bardaji [45], H. Paul [48], M. Viassone and co-authors
[49], etc. Several academic journals specializing in studying viticulture, wine-
making, and wine, as well as journals that reflect various economic aspects of
the development of this area, such as the International Journal of Wine Business
Research, the Journal of Wine Research (the Journal of Wine Research, Journal
of Wine Economics, and Econometrica should also be mentioned.

Russian researchers intensively study the issues of developing winemaking
and wine industry on the scale of the country as a whole and a specific region.
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Thus, L.N. Usenko, Z.N. Udalova [27; 28], V.B. Dryagin, A.A. Nikolenko [11],
D.K. Zazirny [14] and other Russian scientists have assessed the current state
of winemaking and viticulture in the Russian Federation.

Issues and opportunities for developing viticulture and winemaking in Russia
and its regions, studied in terms of increasing competitiveness, are reflected in
the works of E.V. Petrova [18], T. S. Shcherbakova, and L.K. Tsvetkova [31-33].

The development of viticulture and enterprises of the wine industry in the
regions has been studied in sufficient detail by representatives of the scientific
school of these territories.

The results of a comprehensive study of the development of viticulture and
winemaking in the Republic of Dagestan are presented in the fundamental works
of O.Yu. Antsiferov, N.Yu. Kuzicheva, G.U. Yakhyaev [3; 34], I.P. Shalyapina
and co-authors [30].

E.V. Petrova [18], T.S. Shcherbakova, L.K. Tsvetkova [33], S.V. Aluy-
an [1], N.Yu. Sukhina, M.V. Kutin, N.P. Artemenko [24]; Stavropol Krai —
Zh.Yu. Darienko, M.V. Feskova, Y.V. Darienko [10] analyzed the practice of
regulation and improvement of viticulture as an industry and the activity of
winemaking enterprises in Krasnodar Krai.

A.A. Efremova [13], M.R. Beisbulatov, M.I. Sablin [4], T.V. Lyashenko
[16], A.A. Gaisarova, N.Yu. Filipenko [6], V.I. Ivanchenko et al [15] et al. have
studied the current state of the issues and opportunities for the development of
viticulture and winemaking in Crimea.

Expressly, the authors point out the scientific and practical contribution of
A.M. Avidzba, a Crimean researcher, an expert in the field of viticulture and
agricultural economics, whose works provide an in-depth economic analysis
of the state of viticulture and wine industry of Crimea, recommendations for
improving the regulatory and legislative framework of the industry and gov-
ernment standards [19; 23].

Nevertheless, one should note that there are still many unresolved issues
when it comes to the effective implementation of the potential for the develop-
ment of viticulture and winemaking in current conditions, as well as improv-
ing the mechanism of financial and credit support for the industry and finding
competent solutions to create a database for decision-making.

I.T. Balabanov, I.A. Blank, A.I. Kovalev, V.E. Leontiev, V.V. Mainulenko,
L.N. Pavlova, G.B. Polyak, V.M. Rodionova, G.V. Savitskaya, E.F. Sysoeva,
B.M. Sheremet et al. have investigated the issues of sufficient financing of en-
terprises in the real sector of the economy, characteristic of the wine industry.
In addition to that, the primary provisions set forth by the authors, in general,
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may be applied to wineries. Simultaneously, the proposed system of analytical
support for assessing the financial condition of enterprises, including, as a re-
sult, the formation of financial resources, is based primarily on general methods
of analysis, which do not consider the peculiarities of developing a particular
industry or economic entity.

The perspective of assessing the financial condition of enterprises is of in-
terest from the standpoint of the present study and is partially considered by the
authors in previous works [7-9; 46; 47].

One should note that changing socio-economic and political realities and
changes caused by the adopted laws and regulations are shaping a new reality
for the industry. Additionally, the issues of providing the viticulture and wine
industry with financial resources, considering their specifics at the regional lev-
el, have not been thoroughly investigated to date.

As for the Crimean wine industry, in particular, most Crimean enterprises spe-
cializing in winemaking experience a severe shortage of financial resources in up-
grading their outdated equipment and planting new vineyards, which are crucial for
the progressive development of the industry and an increase in wine production.

This issue may be solved by developing a system of financial and credit
support for the industry, in particular, by means of long-term lending. Simulta-
neously, loans are often unavailable to enterprises due to their high cost, strict
requirements for borrowers, and limited competition between banking struc-
tures in the peninsular credit market.

Therefore, one should note that some issues of the development of the
Crimean wine industry are highlighted in the periodical scientific literature
and remain in the focus of the scientific and practical interest of many schol-
ars. Nevertheless, despite a significant number of studies in this area, data on
the problems and conditions of functioning of the winemaking enterprises of
Crimea, their performance, and assessment of the financial condition from the
standpoint of long-term lending are limited.

Materials and methods

The authors apply the following methods of scientific knowledge for re-
search purposes: the abstract-logical method, the method of analysis and syn-
thesis (when considering the theoretical aspects of the formation and use of
financial resources), economic and mathematical methods — structural-dynam-
ic, statistical, coefficient, the method of deriving partial differential equations
(when assessing the conditions and opportunities for actualizing the potential
for developing the viticulture and winemaking in the regional context).
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To assess the cumulative influence of the primary factors that determine
consumer satisfaction with the quality and price ratio of wine products, the au-
thors have built a mathematical model based on calculating partial differential
equations.

The authors have assessed the current state and detection of the primary
trends in credit provision of the wine industry enterprises by analyzing data on
long-term loan balances based on financial statements for the last three years.
In addition, the ability of enterprises to repay long-term loans at a fixed interest
rate has been assessed using a return on investment capital (ROCI) analysis.
The same indicator allows experts to assess the efficiency of the use of own and
long-term borrowed capital.

The authors have selected the most prominent wineries only for the re-
search, as their performance has allowed the researchers to objectively assess
the existing issues in the industry, as well as consider its development potential
at the regional level.

Results

The global wine industry is characterized by moderate growth due to vari-
ous trends emerging in different countries [S0]. According to experts, the per-
formance of the industry depends mainly on trends in consumer demand and,
therefore, on factors that influence consumer preferences. Many countries with
a high level of wine consumption in their traditions and food culture currently
reduce the wine consumption level, while countries traditionally associated with
beer consumption, on the contrary, consume more wine.

The rise in wine products consumption in key markets such as China and
the United States has contributed to a significant recovery of the industry. In
the long term, wine consumption is expected to grow by 1.9% over five years
(YOY to $327.1 billion), despite a 0.7% decline in 2018.

According to IBISWorld’s analytical reports, the growth of the viticulture
industry (in terms of revenue) in 2015-2019 made up 5.6% in Australia, 6.3%
in China, 3.2% in New Zealand, and 16.8% in the UK [51]. The study of wine-
making development issues in the Crimean Peninsula requires a thorough pre-
liminary study of the situation in the industry as a whole, including its regional
structure and place in the global market of wine producers.

Conditions and opportunities for the development of viticulture and
winemaking in the Russian Federation. Traditionally, grape cultivation and
winemaking in the Russian Federation was developed in the southern regions —
Krasnodar Krai, Crimea, the Republic of Dagestan, the Rostov Region, Stav-
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ropol Krai — since they possessed favorable soil and climatic conditions and
more than a century of history of wine production. The mentioned territories are
leaders both in terms of the availability of vineyard areas (as evidenced by the
data in Fig. 1) and the production of grape wines and champagne [5].

Other regions,
. 7% .
Rostovregion, Krasnodar Krai,
4%, 29%
Sevastopol,

6%
Stavropol

Krai,
6%

Republic of .

Crimea, Republic of
21% Dagestan,
27%

Fig. 1. Areas of vine plantations in the regions of the Russian Federation, 2019

According to the latest statistics and analytical reports, currently, Krasno-
dar Krai is leading in the sphere of viticulture and winemaking. The vineyard
areas here exceed the total area of all vineyards in other country regions (Fig.
1) and account for approximately 29% of all areas. Prominent Krasnodar wine
producers provide approximately 48% of the total volume of grape wines and
36% of champagne in Russia. New areas of young vineyards strengthen the
leading position of the Region, which has ensured its maximum growth in
the last decade.

The Republic of Dagestan has a long history of winemaking. The Region
is located in the North-Eastern part of the Caucasus — along the coast of the
Caspian Sea. The total area of the Republic is 50.3 thousand square kilome-
ters. At the same time, it ranks second in the country in terms of vineyard area,
accounting for more than 50% of the territory of the Region — approximately
25.9 thousand hectares (Fig. 1).
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Due to its soil and climatic conditions (terroir), Crimea is a unique area for
growing grapes and producing all types of wines, including brand wines, spar-
kling wines, and cognacs. Therefore, grape cultivation and wine production
have traditionally been the leading in the economy of the Peninsula. Wine-
making in Crimea is one of the fundamental branches of the economy and ag-
riculture and has been prominent for more than two thousand years. Despite
its relatively small area of 26.1 thousand square kilometers, the Region ranks
third in terms of the area of vine plantations (19 thousand square kilometers),
accounting for more than 76% of the Crimean area and 21% of the total terri-
tories in Russia allocated for vineyards (Fig. 1). Together with the federal city
of Sevastopol, located on the territory of the Crimean Peninsula, Crimean vine-
yards constitute approximately 27% of Russian vine plantations and, according
to this indicator, share second place with the Republic of Dagestan. Crimea and
Sevastopol are renowned for their wines produced at the oldest Russian winer-
ies, which have won prestigious international prizes and awards.

According to the Ministry of Agriculture of the Republic of Crimea, 2.5
thousand hectares of young vineyards have been planted in Crimea over the
past five years. Their total area in 2019 in farms of all categories reached 19.9
thousand hectares in Crimea and 5.8 thousand hectares in Sevastopol. The an-
nual yield traditionally exceeds the planned indicator of 70 thousand tons and
amounts to more than 80 thousand tons. Furthermore, 67 companies produce
grapes in Crimea, and due to the growth of the gross harvest, the increase in
the production level of wine materials in the Region has been recorded. These
areas have strong potential for growth and further development.

Stavropol Krai is located in the central part of the Ciscaucasia, on the North-
ern slope of the Greater Caucasus — the mountain system between the Black and
Caspian Seas. It has a rather impressive territory (66.5 thousand square kilo-
meters) and a vast area of vineyards, which in 2019 amounted to 5.9 thousand
hectares or 6% of all-Russian vineyards. Nonetheless, as experts point out, the
Region is not sufficiently represented by the production of wines of the new
generation [9].

The Rostov Region belongs to the zone of risky winemaking, and there-
fore, viticulture is sheltered here. The primary advantage of the Region is its
fertile soils [9].

As it has already been noted, attracting a sufficient amount of financial
resources for wineries is one of the priority tasks for their high performance,
which in modern conditions creates bright prospects for the development of
the industry as a whole.



306 Siberian Journal of Life Sciences and Agriculture, Vol. 14, Ned4, 2022

This process depends on many factors, determined by the specifics of the
industry. First of all, new vineyards require a significant amount of long-term
investment since the cultivation period takes approximately four or five years
(from the stage of soil preparation to fruiting). In the Russian Federation, a stan-
dard for the operation of a vineyard has been set as 25 years, but the operating
life may be reduced due to, for example, the low quality of planting material or
its maintenance, which results in recultivation [9].

Modern technologies and advanced agricultural equipment significantly in-
crease yields, labor productivity, reduce losses, and improve product quality,
increasing production profitability [9]. Nonetheless, currently, the material base
of the industry, including processing and harvesting machinery, has significant-
ly worn off. Moreover, significant areas of vineyards require replacement and
recultivation. At the same time, the capabilities for purchasing new equipment
are limited due to the low level of solvency of most enterprises.

For this reason, Russia currently does not have sufficient capacity to meet its
demand for wine products. Furthermore, Russia does not produce enough wine
material and has to import it. According to the International Organization of Vine
and Wine, as of 2018, there were 92 thousand hectares of vineyards in Russia,
while, for example, Spain had 969 thousand hectares. In 2018, five countries —
Spain, China, France, Italy, and Turkey — had 50% of the global vineyards (Fig.
2). In this regard, Russia occupies the 20" place in the global rating.

One can observe a similar situation in the wine production sphere. In 2018,
Italy produced more than 54 million hectoliters, while Russia —only 5.7 million
hectoliters (Fig. 3, Fig. 4) [35].

Spain,
13%

China,
12%
The rest of
the world, __~
40%

France.
11%

Turkey, Italy, 9%
6%

Fig. 2. Leading countries in vineyard areas, 2018



Siberian Journal of Life Sciences and Agriculture, Tom 14, Ne4, 2022 307

Russian Federation
Argér_l{i_ﬁﬁ

USA

Spain

France

Italy

0 10 20 30 40 50 60

Fig. 3. Volume of wine production in the leading producing countries
and the Russian Federation, 2018, in million gallons
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Fig. 4. Global wine production in the 2014-2018 period, in million gallons

However, currently, experts point out a significant overproduction of grapes
in Europe. The European Commission pays a subsidy of 15 thousand euros per
hectare of cut vineyards to regulate the situation. These circumstances condition
low prices for the wine materials. As a result, it has been increasingly profitable
for the Russian winemaking enterprises to import wine materials than produce
their raw materials and products. That factor was illustrated by the figures for
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2018: 30% of all bottled wine and the same share of wine materials were im-
ported to Russia from European countries.

The top five wine-consuming countries traditionally include the following
countries: the USA (13.4%), France (10.9%), Italy (8.9%), Germany (8.1%),
and China (7.2%). The rating of the top exporting countries includes Spain
(19.5%), Italy (18.2%), France (13.1%), Chile (8.6%) and Australia (8%) [43].
The top importing countries include Germany (14%), the UK (12.3%), the USA
(10.7%), France (6.6%), and China (6.4%), according to the OIV report [41; 51—
53]. Their share is more than half of global consumption, imports, and exports.

Considering the factors that hinder the development of winemaking in the
Russian Federation and attract additional financial resources, one should fo-
cus on the features of the industry technical re-equipment. Currently, imported
equipment is primarily used for technical re-equipment of wineries in Russia.

Since the cost of some equipment units is too high for small regional enter-
prises and amounts to at least 70-260 thousand euros, and the cost of a complete
set of technical aids exceeds | million euros per 100 hectares of vine plantations,
the introduction of new, highly efficient production technologies is available
only to large grape producers supported by the government [25].

The Ministry of Agriculture of the Russian Federation provides new oppor-
tunities for developing the wine industry. Therefore, in 2018, the industry re-
ceived 1.65 billion rubles from the state budget, and in 2019 more than 2 billion
rubles were allocated to it. By way of comparison, four years ago, the mentioned
amount did not exceed 365 million rubles. Since the government actively sup-
ports and finances the industry, viticulture and winemaking are actively devel-
oping, and the area of vineyards is increasing annually [9].

In the future, there are plans to increase the number of vineyards in the re-
gions from 90 thousand hectares to 170 thousand hectares, increase the volume
of bottled wine to 2 million decaliters per year by 2022. The bulk of the fund-
ing will be spent to compensate for part of the costs of planting and managing
young vineyards, as it is impossible to increase the production of wine materials
without expanding the raw material base [9].

In December 2019, the State Duma adopted the Federal Law “On Viticulture
and Winemaking in the Russian Federation”, which came into force on June 26,
2020. The primary objective of the Law is to protect Russian consumers from
counterfeit products and provide support to national wine producers.

However, the Law does not consider some risks for national producers as-
sociated with the insufficient amount of grapes grown in the country. In partic-
ular, the official name — “wine” — can only be applied to grapes grown in the
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country. Furthermore, the Law introduces a national system for the protection
of wine by geographical indication and place of origin and the procedure for
government control and supervision of compliance with legislation in the field
of viticulture and winemaking.

Winemaking stands out as an independent industry, which is in line with
global practice. From the perspective of the present study of the issue, one
should identify the measures and conditions of the government and municipal
support for wineries. The primary point is the provisions of the Law on finan-
cial, property, information, and consulting support. It also includes measures for
the sustainable development of viticulture and winemaking, research, scientific,
technical, and innovative activities of enterprises in this area.

Nevertheless, all support measures mentioned above are applied only to
those subjects of viticulture and winemaking that produce viticulture products,
wine, fortified wine, sparkling wine, and grape must from grapes grown on
Russian territory. It is a distinct advantage of the Law, as it ensures the devel-
opment of the industry, and at the same time a significant limiting factor, given
the shortage of grape raw materials on the market of the Russian Federation,
which has been mentioned above.

As a result, today, in terms of financial support, small private wineries that
process raw materials of their production will benefit, while large producers,
forced to use some imported raw materials, will have to reduce production vol-
umes or switch to the production of a cheap segment — winy beverages.

However, the subsidies they may obtain (for purchasing planting material,
technical re-equipment, etc.) will provide an economic result in four to five
years. Therefore, they will have to deal with the issues of loading their produc-
tion facilities by their efforts and then with the development issues.

As for the import of finished products (bottled wine), they are classified as
winy beverages until they are certified in compliance with the requirements of
the Russian standards. On the one hand, this requirement of the Law will help
increase the competitiveness of national wine, and on the other hand, it may
create a deficit, possibly temporarily, in this segment of the alcoholic bever-
ages market.

Model-based analysis of the influence of main factors on the develop-
ment of viticulture and winemaking in the Russian Federation. The process
of viticulture and winemaking as an entrepreneurial activity is determined by
several impact factors (conditions), which can be considered from the standpoint
of various criteria. The following factors are distinguished in terms of the source
and content: natural, anthropogenic, technological, institutional, managerial (the
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level of marketing and management), financial, socio-economic, cultural-histor-
ical, legal, and macroeconomic (development trends and potential of the external
market). The cumulative influence of these conditions predetermines the choice
of regions for the favorable development of viticulture and winemaking.

The restoration of the viticulture and winemaking industry in Russia began
in the 2000s with small wineries (vineyard area up to 100 hectares) with the
entire cycle of wine production “from the vine to the bottle.” The first wineries
appeared in Krasnodar Krai, then in Crimea. The primary drivers of the new
development of the industry are the following:

» High demand for fine and high-quality wine (hereinafter, premium wine);

* Availability of highly qualified professionals with international experience;

* Availability of land plots with optimal soil and climatic characteristics for

the production of premium wine.

Therefore, in a relatively short period of five to seven years, the first in the
history of modern Russia, so-called “elite vineyards and wineries,” created us-
ing high-quality imported planting material, equipment and specialists, have
emerged. “Imported” has become synonymous with “elite” [12].

However, soil and climate (natural factors) have remained crucial in the
quality of the product. The wine of competitive import quality of the middle
and higher price categories can be produced only in limited soil and climatic
conditions. Such conditions are determined by the physicochemical values of
the soil composition and the agro-climatic resources of the land plot and can
be expressed analytically to assess their impact on the value of the products —
grapes and wine.

In the context of the globalization of the food industry and the digitalization
of many other industries, including agriculture and processing, the ability of
an enterprise to develop high-quality products for the target group of consum-
ers is crucial for its economic sustainability. In this case, the influence of natu-
ral factors is technologically compensated and leveled. Therefore, marketing,
management, and innovation precondition the growth and development of an
enterprise [44]. Mathematically, this statement can be expressed as follows:

Z=fX s XV 5enV) (1)
where z is the estimate of the cost of wine, f(x,y) is a function of variables —
factors of influence on the estimate of the cost of wine. These factors are the
following:

* Resource factors:

x, — physical and chemical characteristics of the soil, the climate of the plot
(natural factors), and the wine material from it;
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x, — investments in the industry of premium viticulture and winemaking;

x, — available labor force, its qualifications, and migration policy of the
government;

x, — land plots;

x, — industry legislation, including its subsidies.

* Non-resource factors include the following:

», — the number of players in the premium wine market in Russia;

y, — the demand for wine and the purchasing power of the Russian population;

y, — the level of technological development.

The f(x,y) function is multidimensional. Its mathematical analysis is also
considered multidimensional and is used in many subject areas for model-based
analysis and studying high-dimensional systems [29]. Moreover, each variable
(factor) of this multidimensional function is also a function, which, by defini-
tion, makes the problem of expressing f'a problem of solving differential equa-
tion of the derivatives of functions included in it as parameters.

However, since a substantial amount of interest is generated by the problem
of the dependence of the assessment of the cost of wine z on the factors of its
pricing x and y in dynamics, or, in other words, the change in value when one or
several factors change (for example, seasonality, market conditions, etc.), then
the problem goes to the level of partial differential equations, which describe the
limit of the ratio of the increment of a function concerning the selected variable
to the increment of this variable when the increment itself tends to zero [17;
29]. The authors provide the following example.

There is the function of the conditional cost of wine in the following form:

z=flxy)=x+xy+)’ 2)
where x is the level of soil quality in the regions of the Russian Federation,
and y is the demand for wine in various regions of the Russian Federation. The
function is graphically represented by a surface in Euclidean space and looks
as follows (Fig. 5).

Each point on this surface determines the value of the wine Z, produced from
plot X with a specific demand Y in the Region where the plot is located. A finite
number of tangents (derivatives) can be constructed to each point of the sur-
face. Their tilting angle is the potential speed (positive or negative) increment
of Z when modifying X, Y. For this example, the figure shows the price level
for different soils in the regions (natural factor) with stable and equal demand
everywhere — black lines with Y = 1.

A detailed description of the model and its subsequent verification using
the example of existing and emerging enterprises of Crimea and Sevastopol
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enables researchers to assess the economic effect of the influence of controlled
and uncontrolled (natural) factors on the products and the industry as a whole.
This issue will become the subject of further research.

10

1

Fig. 5. Example of a mathematical function describing the cost
of wine z for given variables x and y

Assessing the conditions for the development of viticulture and wine-
making enterprises in Crimea and Sevastopol. Until recently, financial mea-
sures of government support have provided primary conditions for developing
the wine industry in Crimea and Sevastopol.

Incidentally, the number of subsidies allocated for Crimean viticultural en-
terprises has increased by eight times since the reunification of Crimea with
Russia in 2014. Within five years — from 2014 to 2019 — the viticulture enter-
prises of the Republic have received 1.2 billion rubles.

With the considerable government industry support, the new vineyards area
also increased from 250 hectares in 2014 to 880 hectares in 2019.

The government has provided funds to compensate for part of the costs of
purchasing planting material, planting, and managing vineyards, which have
later enabled producers to increase the raw material base for national wine ma-
terials and finished wine products.

As a result, wineries operating in Sevastopol have had the opportunity to
provide a systematic renewal of vineyards. In 2018, new wineries appeared,
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setting up new vineyards, using that measure of government support. Despite
the efforts mentioned above, the issue is still relevant in Crimea due to the sig-
nificant proportion of vine plantations that require recultivation.

Additionally, within the framework of the socio-economic development
strategy of Sevastopol, the Le Terroir Sevastopol priority project has been ad-
opted. The project action plan was adopted in 2018. The project objectives were
both to increase the production level of operating wineries and also create 20
new wineries, which, in addition to their main activities, were to become a link
in the chain of tourist routes in the city.

These measures have allowed one to solve two issues: on the one hand, to
ensure the attractiveness of the tourism sector of the city, and on the other hand,
to promote proprietor’s wines in the Russian and, in the future, international
markets. Global practice demonstrates the high efficiency of these two compo-
nents of ethno-tourism [9].

However, in the course of practical implementation of the priority project,
winegrowers have faced issues related to the intended use of land. Any non-core
construction on the allocated agricultural land is prohibited. In particular, the con-
struction of retail facilities and temporary accommodation for tourists, as provided
for by the project. As a result, the primary idea of the project reduces to nothing —
the connection between the proprietor’s winemaking and the touristic component
since, at the moment, most private winemakers do not have land for a hotel, shop,
and other tourist infrastructure. The current issue should be solved at the level of
the Sevastopol government, and the regulatory framework should be modified.

Considering the potential opportunities of using the measures of government
support by the Crimean and Sevastopol winemakers, provided for by the Law “On
Viticulture and Winemaking in the Russian Federation,” it should be mentioned
that, in fact, the proprietor’s winemaking has the advantage of obtaining it. In this
case, most prominent producers find themselves in a difficult financial situation
to some degree due to the forced reduction in production volumes or transition
to the production of products in a cheaper segment — so-called “winy beverages.”

Table 1 demonstrates the consequences of adopting the Law “On Viticul-
ture and Winemaking in the Russian Federation” for enterprises in Crimea and
Sevastopol.

Lack of water resources is a significant deterrent for developing agricul-
tural industries in Crimea and Sevastopol. After the North Crimean Canal had
been closed, most of the agricultural land in the Crimean Peninsula became the
zone of risky farming due to a nearly total absence of an irrigation system and
the possible impact of atmospheric and soil drought. The use of underground
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sources for these purposes is limited because of the scarcity of available water
resources and significant environmental risks resulting from their active use.

Table 1.
Consequences of adopting the Law “On Viticulture and Winemaking in the Russian
Federation” for various types of enterprises in Crimea and Sevastopol

Avail- | Availabil- .
. o X Consequences of the adoption
Enterprise type | ability of | ity of pro-
farmland | cessin of the Law
g
Agricultural enter- + + Government support for investment
prise (viticulture + purposes; product range maintenance
winemaking)
Agricultural enter- + -
prise (viticulture)
Agro-industrial + +
association (vi-
ticulture + wine-
making)
Small winery (vi- + +
ticulture + wine-
making)
Winery - + Government support for investment
(winemaking) purposes in the case of processing Rus-
sian wine materials; when using import-
ed raw materials — a forced transition to
the production of winy beverages.

The situation in Crimean vineyards is similar. The risks of the loss of crops
and destruction of vineyards, and, consequently, the deterioration of the finan-
cial condition of enterprises in the viticulture and winemaking industry, may be
reduced through the use of insurance. Currently, there is a particular insurance
program for agricultural crops or their yield with the government support on
the insurance market, implemented based on the Federal Law “On Government
Support in the Field of Agricultural Insurance” dated July 25, 2011, 260-FZ.
Under the Law, the enterprise-insurant pays only 50% of the insurance, and the
rest is compensated from the state budget.

Moreover, the latest amendments to the Law have made it possible to develop
individual insurance programs depending on the needs of the regions. Therefore,
in 2019, the National Union of Agricultural Insurers (NUI) and the Regional Min-
istry of Agriculture developed a program to protect the viticulture and horticulture
of the Kuban, where hail poses a significant risk. It protects both crops and peren-
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nial plantations (vineyards), which makes insurance services more profitable for
the insurant than a standard certificate. This program is planned to be extended
to other regions of the Russian Federation, considering their specific features.

However, in Crimea, the use of this program is currently limited due to the
sanctions. Insurance market participants specializing in agricultural insurance
with the government support, in particular, “Russian Agricultural Bank Insur-
ance,” a leader in this market segment, and other Russian insurers do not open
their branches and do not provide insurance services in Crimea and Sevastopol
due to the threat of the sanctions regime.

Assessing the potential for financing the development of viticulture and
vine producers in Crimea and Sevastopol. Traditionally, funds that form in-
ternal and borrowed resources of any entities in the real sector of the economy
constitute principal sources of financial support for viticulture and vine produc-
ers. Simultaneously, it is not always possible and advisable to focus exclusively
on internal funds, especially for enterprises in the viticultural sector with a long
production cycle (more than four to five years).

This approach applies to various investment projects and, in some situations,
replenishment of working capital. Simultaneously, attracting external sources
implies additional costs, which presents an issue for enterprises in this sector
without a full or partial loss of profitability.

The process of monitoring and managing the financial resources of enter-
prises begins with analyzing their structural component. Financial leverage (FL)
is a critical analytical indicator in this regard, and it characterizes financial risks
associated with a specific ratio of internal and borrowed funds. This ratio relates
directly to the financial leverage effect (FLE), which determines the optimal
amount of borrowed funds to generate profits.

Table 2 illustrates the results of analytical calculations for the industry-form-
ing winemaking enterprises of Crimea and Sevastopol.

The presented enterprises differ in the total amount of financial resources,
sources of their formation, dynamics, and the implemented financial strategy.
The Massandra PJSC State Unitary Enterprise of the Republic of Crimea and
Inkerman Factory of Vintage Wines LLC have the most significant volume of
equity capital, and the third place goes to the champagne factory Novy Svet
JSC. All wineries in the Region, in a particular proportion, use borrowed re-
sources in financing and developing their activities. The Massandra PJSC State
Unitary Enterprise of the Republic of Crimea, Inkerman Factory of Vintage
Wines, and Evpatoria Factory of Classic Wines LLC demonstrate the highest
indicators of the borrowed capital.
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Based on the calculated values of the financial leverage effect indicator, the
enterprises may be divided into three primary groups. In the first group of en-
terprises, the share of borrowed capital is less than equity. The group includes
the champagne factory Novy Svet JSC, Massandra PJSC State Unitary Enter-
prise of the Republic of Crimea, Magarach Agrarian Company State Unitary
Enterprise of the Republic of Crimea. In the second group, the shares of equity
and borrowed capital are approximated, as in the case of VK Satera LLC. In
the third group, the share of borrowed capital prevails, as in the case of Crime-
an Wine House LLC, Evpatoria Factory of Classic Wines LLC, and Inkerman
Factory of Vintage Wines LLC.

Furthermore, the borrowed capital of the Evpatoria Classic Wine Factory
has exceeded its capital by more than 5 and 6 times in 2017 and 2018. Accord-
ingly, it has formed, for the most part, at the expense of short-term liabilities.
This situation indicates the insufficiency of its internal funds and the necessity
to attract borrowed funds as the primary source of financing operating activities.

However, the significant adverse value of the financial leverage effect im-
plies the situation of ineffective use of borrowed resources and the acceleration
of unprofitable activities. Analyzing the financial leverage effect indicator, one
should pay special attention to the difference between the level of profitability
of total assets and the cost of the used borrowed capital (the differential in the
FLE indicator).

If this element is more significant than zero, then the effect of financial
leverage will be positive — the borrowed capital provides the formation of
additional profit. Otherwise, if the differential value is negative, there is no
point in attracting borrowed capital. However, even with a negative value of
the FLE, if an industrial enterprise with a high capital intensity of internal
financial resources (in particular, this refers to retained earnings) faces a defi-
cit, raising borrowed funds is considered as a forced measure for both imple-
menting investment projects to expand activity and providing the production
process with the working capital.

Analytical data show that some of the wineries have found themselves in
this situation. In particular, VK Satera LLC and Evpatoria Classic Wine Factory
LLC have a negative FLE indicator for the entire analyzed period. Simultane-
ously, LLC Crimean Wine House, Massandra PJSC State Unitary Enterprise of
the Republic of Crimea, and champagne factory Novy Svet JSC demonstrate
a stable positive FLE.

Most enterprises must use long-term loans to develop and maintain pro-
duction.
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Table 2.
Financial indicators of the winemaking enterprises of Crimea and Sevastopol
in the 20162018 period
Debts on long-term Financial Financial ROIC,
. loans, in thousand leverage : o
Enterprise leverage in %
rubles effect

2016 | 2017 | 2018 [2017|2018| 2017 [2018 |2016| 2017 [2018

Evpatoria Classic
Wine Factory
Massandra PJSC
State Unitary
Enterprise of = - - 1.01|1.01| -3.56 | -3.40|13.04| 7.46 |14.30
the Republic of
Crimea
Crimean Wine
House LLC
VK Satera LLC | 14,920 | 38,914 | 11,935 [ 0.46 [ 0.32| 10.79 [-0.99 [11.38]| 0.82 | 1.13
Livadia Wines
LLC
Champagne fac-
tory Novy Svet | 38,500 | 37,637 | 46,039 | 5.28 | 6.68 | -20.74 |-26.19|11.25|13.60 16.52
JSC
Inkerman Vintage
Wines Factory |473,684|550,000{650,000(1.92 {2.55 | 11.75 | -5.28 [59.88| 1.56 |-16.07

LLC

- - 99,725 10.120.12| 0.81 | 1.05 |57.23|-0.39 | 0.33

- - - 036 0.3 | 0.21 | 1.58 | 1.43 |-94.60|18.22

360,444 (386,603 (386,603 | 3.96 [ 5.67 | 19.26 | 5.69 [55.69|-3.30 | 4.81

However, Table 2 demonstrates that not all significant winemakers in Crimea
and Sevastopol utilize long-term credit resources, using only short-term credits if
necessary. In particular, Massandra PJSC State Unitary Enterprise of the Republic
of Crimea, which has the most prominent absolute indicator of equity capital, and
Crimean Wine House LLC do not resort to attracting long-term loans. In 2018,
only Evpatoria Classic Wine Factory LLC received a long-term loan.

In general, for the considered group of winemaking enterprises, there is an
increase in the volume of long-term lending (Table 2, Fig. 6). Nevertheless, if
the company generates sufficient profit to finance investment needs and pro-
vides an acceptable level of business profitability, it does not have to attract
loans (Fig. 6). Despite the optimistic estimates of the profitability of the wine
business as a whole, provided by Deloit [2], in recent years, due to restrictions
and pro-embargo, bank long-term lending rates have turned out to be signifi-
cantly higher than the industry average return on investment in the wine sector.

Moreover, the winemaking industries of Crimea and Sevastopol need a sig-
nificant equipment upgrade (according to experts, its deterioration has exceeded
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70%). Provided the need to improve the material and technical equipment of the
wine industry in Crimea and Sevastopol, it is challenging to ensure an accept-
able level of profitability for the dynamic business development. The industry
needs an integrated approach to solve its numerous issues.

RNKB PJSC is recognized as a leader in lending to the wine industry in
Crimea and Sevastopol, and the bank has a monopoly in the banking sector of the
Region. The following operations for lending to wineries of the Crimean Penin-
sula in 2019 should be pointed out — primarily, a credit line for Evpatoria Classic
Wine Factory LLC in the amount of 280 million rubles for a period of 36 months.

The primary purpose of the loan is to replenish working capital, including
capital for the purchase of wine materials. One should note that this enterprise
is one of the top 5 major wine producers in Crimea. Furthermore, the bank has
provided credit resources in the amount of 80 million rubles to the Crimean
Vineries LLC within the framework of the preferential support program for ag-
ricultural enterprises at the rate of 5%. The loan repayment period is five years.
The first credit line is open to cover the costs of maintaining existing vineyards,
the second — for planting new vineyards [9; 16; 26].

1 400 000 36 40
k35
1 200 000 | 20
2545 27
1 000 000 25
17.8 t 20
Lo 17 128 15
138 1131 L 10
600 000 7.2 95
36 rs
400 000 0
200000 3
< 8,59
) -10
0 887548 1013154 1164302 15

2016rT. 2017r. 2018r.

Total long-term credit debt of wine-making enterprises of Crimea and Sevastopol, thousand rubles
—=— Business profitability in terms of net profit, %
—— Industry average retum on investment, %
—— Weighted average interest rates of credit institutions on loans over 1 year, %
—e— Average retum on invested capital of the studied wine-making enterprises of Crimea and Sevastopol.%
Fig. 6. Dynamics of long-term credit debt of winemaking enterprises
of Crimea and Sevastopol compared with financial indicators of profitability
and lending rates in the 20162018 period

Bank loans are granted based on assessing the borrower’s creditworthiness,
which is carried out, first of all, by the enterprises themselves to assess the possi-
bilities and risks of attracting borrowed funds, and then by the bank [2; 20; 21].
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One of the critical indicators of such an assessment in terms of the ability to re-
pay long-term loans is the rate of return on capital invested in the company — ROIC.

Table and Fig. 6 demonstrate the results of the indicator analysis for the en-
terprises of the winemaking industry of Crimea and Sevastopol.

As one may infer from the presented data, the return on invested capital
fluctuates widely, which is a consequence of significant fluctuations in the pa-
rameters of the wine sales market (price, demand, supply, and market share for
each enterprise), fluctuations in grape yield, and other resource and non-re-
source factors.

Lending to the wine industry, especially agricultural enterprises, classifies
as high-risk lending for financial and credit institutions. The fact that viticulture
and winemaking enterprises have an extended payback period is also taken into
consideration, and there are also specific features of the collateral assessment.
Processing-oriented wineries are of greater interest to banks, but primarily as
clients of settlement and cash services. From the standpoint of lending, incom-
plete-cycle enterprises are more attractive for banks.

After acquiring a loan, the company often has to repay it from the profit
generated by previous investments. The unstable dynamics of profitability de-
termine the high risks of attracting credit resources to finance investment needs,
including for the wineries of Crimea and Sevastopol.

Discussion

Viticulture and winemaking are specific spheres of the economy, and their
functioning is determined both by the specifics of the activity, the multiplicity
of impact factors, and the interest of the government in its development. Viticul-
ture and wine businesses, like any other, are subject to various risks, which are
amplified by the simultaneous impact of both the risks inherent in agribusiness
in general and the risks associated with any production activity. Taken jointly,
the conditions for developing viticulture and winemaking result in specific is-
sues in the industry development, which, on the one hand, are systemic and, on
the other, are specific to each Region (Fig. 7).

Restoration of the economic sustainability of a winery can be achieved by
managing the factors that influence the consumer’s assessment of the cost of
wine: technological, socio-economic, managerial, anthropogenic, etc.

As for natural (uncontrolled) factors, their influence is not always predict-
able and manageable. However, they play a significant role and should be con-
sidered in the proposed factor model for estimating the value of wine. The
direct influence of natural factors has a decisive impact on the technical and
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phenolic maturity of grapes. The first reflects the accumulation of sugar and the
corresponding potential alcohol content in the wine, the second - reflects the
spectrum and concentration of phenolic substances which are responsible for
the taste and aromatic qualities of the wine.

The indirect influence of natural factors is expressed in the complexity and
cost of agrotechnical operations (for example, uncovered viticulture and risky
covered viticulture, arid against waterlogged, etc.), protection of plants from pests,
pathogens, and adverse environmental factors. It is also possible to attribute the
classification of vineyards by geographical feature to the influence of natural fac-
tors. The classification was introduced in the Russian Federation several years
ago; it regulates marketing features and aims to bring the point to the buyer about
certain levels of wine quality and its price declared by the producers.

A subsequent verification using the example of enterprises of Crimea and
Sevastopol enables researchers to assess the economic effect on the products
created by these enterprises and the industry as a whole. The planned study will
be conducted considering the fact that in the globalization and digitalization, the
influence of natural factors is leveled and compensated for by the technolog-
ical component; the growth and development of the enterprise are carried out
mainly through marketing, management (including financial), and innovations.

Studying the conditions of financial security, including the conditions of
lending, makes it possible to identify the following critical issues in financing
Crimean and Sevastopol enterprises of the wine industry:

* Most of them possess the legal status of a limited liability company, which
significantly reduces the possibility of attracting additional investment
resources;

* Financial support within the framework of government programs imple-
mented in Crimea and Sevastopol primarily focuses on providing subsi-
dies for planting new vineyards, while industrial processing enterprises
also possess an urgent need for financial resources to update and expand
the material base for the production of wine products [8; 16];

* High financial risks caused by competition in the wine market due to the
supply of imported wine materials and wine at dumping prices affect the
fluctuations in sales volumes and profitability of domestic producers, and as
a result, the level of interest rates, as well as general requirements of com-
mercial banks for borrowers — wine industry enterprises. As a result, the
availability of credit resources reduces, especially for Crimean and Sevas-
topol enterprises of viticulture and winemaking since a minimal number of
credit organizations is operating on the territory of the Peninsula;
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» Lack of an opportunity to use the mechanism of long-term lending for
borrowers in the field of viticulture and winemaking as in the case with a
mortgage for the agro-industrial complex. First of all, it is because agri-
cultural mortgages only provide an opportunity to acquire a limited type
of objects: finished real estate, real estate with a land plot, and a land plot
for housing construction in rural areas.

Conclusion

Based on the factors mentioned above, it seems appropriate to implement
the following measures on the territory of Crimea and Sevastopol to ensure the
effective development of the wine industry of the Peninsula:

* Recommendation of medium-sized wineries, in particular those realizing
the complete production cycle and receiving state subsidies, reorganiza-
tion of the companies in terms of changing their organizational and legal
form to a public joint-stock company, which will expand the opportunities
for raising capital from the stock market and improve their image in the
business community [9];

» Government support for measures of expanding the area of vineyards,
modernizing wineries, and introducing modern resource-saving technol-
ogies. Additionally, it includes analyzing the possibility of government
support for small wineries for introducing digital agriculture on the terri-
tory of the Peninsula, in particular, its element — a digital vineyard, which
provides for the use of digital technologies for growing grapes based on
a unique vineyard control system operating from the moment of planting
to ripening and harvesting using special electronic hardware and software
systems. This measure will ensure an increase in the quality of grape raw
materials and decrease prices for products of proprietor’s winemaking.
This system is currently widely implemented in global practice;

* Development and implementation of a financial mechanism of supporting
the mortgage lending system in the agricultural sector using state (budget)
and regional sources of financing;

* Taking into consideration the effect of the sanctions imposed on the eco-
nomic complexes of Crimea and Sevastopol, a particular insurance program
for agricultural crops and their harvest with the use of government support,
provided for by the Law “On Government Support in the Field of Agricul-
tural Insurance” of July 25, 2011 260-FZ should be adapted to the regional
specific conditions. The possibility of creating an insurance company spe-
cializing in agricultural insurance at RNKB Bank PJSC should be analyzed.
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CONDITIONS (FACTORS)
OF VINE AND WINEMAKING RISKS
DEVELOPMENT
By source and content By management opportunities
Natural Market (system)
Anthropogenic Non-market (unsystematic,
Technological specific, diversified)
Institutional
Managerial
Financial
Socio-economic
Cultural and historical
Legal
Macroeconomic
e

PROBLEMS (LIMITATIONS)
System limitations
1. Higher efficiency of state support measures for viticulture and winemaking abroad in
comparison with the current system of support for Russian producers, which creates the
basis for unfair price competition between imported (including wine materials) and
domestic products on the Russian market
2. A significant proportion of grape plantations that have gone out of service and require
replacement and reclamation, as well as a high sparseness of fruit-bearing vineyards;
complexity and irrationality of managing import and reclamation of foreign planting
material
3. Insufficient development of the sectoral infrastructure both in Russia as a whole and in
the region, namely: lack of capacities for storing grapes; high moral and physical wear and
tear of equipment and agricultural machinery, the absence of enterprises for their
production in Russia; lack of drip and other types of irrigation systems for vineyards
4. The lag of the domestic scientific base behind the requirements of the current level of
sectoral development in foreign countries, the lack of professional personnel both at the
national and regional levels
5. Insufficiency of the existing plant breeding base, which allows to develop (adapt) grape
varieties resistant to changing weather conditions
6. Insufficiently effective promotion of new unique Russian brands of wine products in the
domestic and world markets; lack of due attention from the state to the development of
"wine tourism" and gastronomy.
Specific (regional) restrictions
for Crimea and Sevastopol
Lack of stable sources of fresh water for reclamation activities in vineyards
The complexity of the process of leasing state-owned lands for viticulture;
The unresolved issue of construction works on land plots allocated to private wineries,
objects of tourism infrastructure, in particular, within the framework of the ongoing project
"Terroir Sevastopol".

Fig. 7. Factors, risks, and limitations of the potential for developing viticulture
and winemaking in Russia and the regional specifics of Crimea and Sevastopol
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* Solving the issue of changing the target use of land for small wineries by
introducing appropriate changes to the regional regulatory framework to
implement the Le Terroir Sevastopol project fully;

* Training of highly qualified specialists for the viticulture and winemaking
industry.

A high interest rate for Crimean and Sevastopol winemakers is objectively
justified by the high risks of this category of borrowers. Therefore, without its
partial subsidizing by the government, credit mechanisms will not be efficient.
Simultaneously, implementing subsidized credit programs in the context of the
sanctions imposed on the territory of the Peninsula is carried out on a limited
scale, and for some types of lending (mortgage) is not implemented at all.

Currently, the issues of financial support for the development of winemaking
enterprises in Crimea and Sevastopol may be solved by employing government
support in mortgage lending to the agro-industrial complex, which includes the
sectors of viticulture and winemaking.

In this respect, three primary directions can be considered. First of all, the
support provided directly to banking structures operating or interested in ex-
panding their activities in the Peninsula; second, support in the formation of a
specialized infrastructure; third, support for wineries in the form of subsidizing
interest rates on mortgage loans [8; 22].

Incidentally, it will be possible to actualize the local development potential
of the industry, which will provide additional tax revenues and create new jobs,
including jobs for the rural population of the Region, where the unemployment
issue is more topical than in urban areas.
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