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ACCOUNTING AND ANALYTICAL SUPPORT OF MANAGEMENT OF ORGANIC PRODUCTION
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Abstract

The study aims to address the problems of accounting and analytical evaluation of organic production to
strengthen the information support of management, aimed at preserving the resource base of the agricultural sec-
tor, optimizing management, taking into account the effects of uncertainty and risk.

It is planned to develop and implement a methodology for accounting for the production of organic prod-
ucts which includes a set of measures aimed at accounting and analytical support of resource support manage-
ment, optimization of costs, taking into account the quality characteristics of organic products in accounting and
reporting to ensure a sufficient level of profitability and competitive advantages of the manufacturer. The meth-
odology aims at developing a fundamentally new accounting and analytical management system that will take
into account the features of environmentally safe production, high product quality with an optimal combination
of costs and resources; basic provisions of accounting regulations, synthesis of the existing methodology for ac-
counting for the costs and output of organic products and the formation of proposals aimed at solving these prob-
lems.

Keywords: organic products, management, costs, manufacturing, accounting, uncertainty, risk, reporting.

Formulation of the problem. In modern condi-
tions, the need to form a civilized market for agricul-
tural land, the environmentally safe development of
agricultural land use, taking into account the existing
risks and uncertainties, while focusing on compliance
with environmental safety requirements and the pro-
duction of organic products, is especially acute. The
domestic agricultural sector requires the development
and implementation of a model of environmentally
safe development of agricultural land use since land
resources are decisive for the agricultural sector.

The study is aimed at developing a methodology
for accounting for organic production to strengthen
information support for the management of environ-
mentally safe agricultural land use, which includes the
development of a system of accounting regulations
and methodological guidelines for the accounting,
analysis, and control of organic production in condi-
tions of uncertainty and risks, to promote the devel-
opment of organic agriculture and the greening of ag-
ricultural production.

It is planned to create a fundamentally new ac-
counting and analytical management system that al-
lows assessing the reserve of stability and adaptability
of agricultural enterprises to sudden negative fluctua-
tions caused by global changes in the environment and
economic environment, will adequately counter mod-
ern challenges and strengthen the competitive ad-
vantages of agricultural enterprises in the foreign mar-
ket. Under current circumstances, there is no clear
methodology for accounting for costs and calculating
the cost of organic agricultural products; the method
of accounting and allocation of general production
costs, significantly complicates operational manage-

ment and requires a solution within the framework of
the developed project.

It is planned to develop an item of cost account-
ing items, which will allow you to distinguish in ac-
counting the costs allowed by law in the conditions of
organic production, from the costs for which there are
certain restrictions. This will improve product quality
control information. Improvement of the analytical
accounting system will provide information needs of
management on expenses in organic production.

The modern system of organic production man-
agement requires the inclusion of relevant information
in financial, management and statistical reporting,
provides the possibility of identifying risks and
threats, allows timely identification, forecasting of the
impact of micro- and macro-environment on the activ-
ities of agricultural enterprises, taking into account
their economic interests, tasks and specifics of organic
production.

The introduction of the proposed methodological
techniques into the accounting practice of organic
production operators will allow to organize separate
accounting of costs for the production of organic crop
products and differentiate in accounting the costs al-
lowed by law in terms of organic production, from the
costs of which there are certain restrictions. This will
improve the information support of the product quality
control function.

Analysis of recent research and publications.
Formation and development of organic technologies,
analysis of organic agriculture and research of its in-
fluence on components of agricultural production
were considered by V. Artysh, N. Berlach, O. Glad-
kikh, O. Dudar, M. Kobets, T. Ratoshnyuk, O. Rudny-
tska, V. Tkachuk , M. Fedorov, O. Khodakivska, O.
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Shkuratov, M. Yaremova, P. Bazoche, P. Combris, E.
Giraud-Héraud, ASPinto, F. Bunte, M. Jaime, J. Co-
ria, X. Liu . Accounting aspects of accounting for the
production of organic products are considered in the
works of J. Ishchenko, J. Melnychuk, Y. Moroz, O.
Podolyanchuk, O. Tomashevska, Y. Tsal-Tsalka.

Formation of research goals. Development of
an integrated system of accounting and analytical sup-
port for the management of organic production in the
framework of the implementation of the Strategy for
Sustainable Development of Ukraine focused on or-
ganic production; rational use, reproduction and im-
provement of soil fertility; the formation of socially
oriented land relations and the development of rural
infrastructure; assessment of the negative impact of
risks and uncertainties on business activity and stabil-
ity of agricultural enterprises.

Presenting main material.

Organic farming has become one of the global
trends of the XXI century. The development of agrari-
an entrepreneurship is connected with the possibility
of forming the main factors that are based on obtain-
ing the economic, social, and environmental ad-
vantages underlying the sustainable development.

The ability of an agribusiness entity to maintain
competitive advantages for a long time is directly de-
pendent on the level of uncertainty of its internal and
external environment. Uncertainty creates risks for
agrarian land use, especially when oriented towards
environmental safety.

Ukraine occupies the leading positions in the
world in the production of agricultural products, but it
occupies only the 63rd place in the ranking of food
safety. An analysis of the reasons for this situation
indicates the existence of objective and subjective
factors, including corruption, political instability, and
limited state spending on supporting organic produc-
tion. All this levels the availability of food, its suffi-
cient quantity, and high quality.

With the development of organic production in
Ukraine, there was a problem of insufficient infor-
mation that would satisfy the needs and requests of
stakeholders about the state of development of organic
production, the cost of producing organic products its
cost, the lack of regulation of accounting support for
the management of such products, the lack of method-
ological developments in accounting for costs and
output of products that took into account the organiza-
tional and technological characteristics of organic ag-
ricultural production.

The production of organic crop products which is
one of the ways to realize the concept of sustainable
agricultural development requires effective manage-

ment at both the micro and macro levels, which is
impossible without full and systematic information
support. The basis of such information is accounting,
financial, and statistical reporting data.

Despite the increase in the number of organic
production operators, the growing demand for their
products, and insufficient information support for both
management and other interested persons, the problem
of organizing accounting for the costs of organic agri-
cultural production is currently relevant and requires a
comprehensive study. The purpose of the study is to
summarize the existing methodology for accounting
for the costs and output of organic products and the
formation of proposals aimed at solving these prob-
lems.

The methodological basis of the research is the
general scientific and philosophical methods of cogni-
tion, dialectical and systemic approaches to the study
of the problems of information support for accounting
for the production of organic products in the context
of growing requests for accounting information, the
action of risk and uncertainty.

The combination of dialectical and systemic ap-
proaches to the knowledge of phenomena and pro-
cesses made it possible to indicate trends in the devel-
opment of accounting and analytical support for the
production of organic products, to determine the main
parameters of accounting for the economy of sustaina-
ble development.

A general dialectical approach is crucial to the
methodology of organic production research. Its ap-
plication allows you to consider organic production in
dynamics, subject to the influence of a changing envi-
ronment, and highlight user information requests
about the possibility of systematizing accounting data
for effective management, summarize and critically
evaluate the scientific achievements of the agrarian
component of sustainable development and justify the
content and essence of the main categories of account-
ing for organic production.

According to the Law of Ukraine «On Basic
Principles and Requirements for Organic Production,
Circulation and Labeling of Organic Products» 2496-
VIII as amended on 03.07.2019 [1], the operator of
organic production is a legal entity or a natural person-
entrepreneur engaged in production and / or circula-
tion of products in accordance with the requirements
of the legislation in the field of organic production,
circulation and labeling of organic products. Accord-
ing to statistics, during 2020 the number of operators
of organic production in Ukraine increased by 17%
and as of the end of November 2020 amounted to 722

(Fig. 1).
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Fig. 1. Number of operators of organic production and processors of organic raw materials (formed according
to the Federation of Organic Movement of Ukraine)

The vast majority of operators of the organic
market are producers of organic raw materials, whose
share is 84%, although over the past 2 years the num-
ber of processors of organic products has increased by
33% (out of 722 operators 114 certified organic pro-
cessing as an activity, of which 64 operators package
products). as organic for the retail network). Last year,
the number of producers who received a labeled or-
ganic product in the offer for the final consumer in-
creased by 7%. The leaders in production in terms of
regions are Kyiv region - 83 producers (over 60 thou-
sand hectares of land); Kherson region - 54 producers
(84.5 thousand hectares of land); Odessa region - 40
producers (over 50 thousand hectares of land).

Given the growing capacity of the organic mar-
ket, the growth of exports of domestic organic prod-
ucts becomes urgent need for in-depth study and sys-
tematization of legal, economic and accounting inter-
pretation of the categories that characterize organic
production.

Legal substantiation of organic agricultural pro-
duction is an integral part of sustainable development
of rural areas and becomes especially relevant in the
context of decentralization, as it forms the legal basis
for the process of production and sale of organic
products. Organic production combines economic
efficiency (sufficient level of product competitiveness,
optimization of production costs), environmental ori-
entation (restoration of soil quality, reduction of water
and air pollution), social aspect (providing consumers
with quality food, development of rural communities
through additional investments and jobs). The legal
principles of organic production play a paramount
role, as they can be considered as enshrined in law and
ethical principles that are binding. They represent a
system of requirements that must be met by the prac-
tice of public relations for the production, storage,
transportation and sale of organic products (raw mate-
rials).

In world and domestic practice, the concepts of
Organic Farming, Biological Farming, Ecologica
IFarming are often identified, as the unified interpreta-
tion of organic agriculture is relatively new. If in for-
eign practice the above concepts are almost identical,

in the domestic market due to lack of effective control,
some producers distorted consumers' perceptions of
organic products, using the labeling of «organic prod-
ucts», «bioorganic» and so on.

With the adoption of the Law of Ukraine «On
Basic Principles and Requirements for Organic Pro-
duction, Circulation and Labeling of Organic Prod-
uctsy 2496-VIII of 03.07.2019 [1], penalties are pro-
vided for the use by producers of such labels as «bio»,
«eco», «organicy, etc., and the affiliation of goods
(raw materials) to organic products must be confirmed
by a certificate. In October 2020, by approving the
Procedure for Certification of Organic Production and
/ or Circulation of Organic Products [2], which was
developed taking into account the requirements of EU
legislation, Ukraine took another important step to-
wards streamlining the legislative regulation of organ-
ic production. The document defines the rules of certi-
fication of organic production and / or circulation of
organic products, the procedure for issuing the certifi-
cate, its duplicate and form. Prior to the adoption of
this act, the production of all organic products was and
in fact remained outside the legal field, the lack of
effective legislation in this area created a favorable
environment for opportunities to violate consumer
rights and develop unfair competition among produc-
ers and counterfeit organic products. The adopted res-
olution approves the Procedure for certification of
organic production and / or circulation of organic
products, which is intended to determine: require-
ments for certification of organic production and / or
circulation of organic products; the procedure for issu-
ing the certificate, its duplicate and form.

At present, there are 18 internationally accredited
certification bodies for organic production in Ukraine.
They provide certification services for organic produc-
tion and / or circulation of organic products to more
than 700 operators engaged in the production of or-
ganic products.

Legal regulation of relations on organic agricul-
tural production allows to distinguish their features,
structure, classification, characteristics, as they com-
bine a set of interrelated property, labor, land, organi-
zational, legal and other relations on the production of
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organic products (raw materials). Legislation clearly
defines the subjects of legal relations regarding organ-
ic production, their rights and responsibilities; objects
of organic production, responsibility for violation of
legal principles of organic production.

The development of organic farming is a com-
plex organizational mechanism, which, in addition to
proper legislation, requires significant work at the
previous stage of implementation. The production of
organic products is not just a rejection of the use of
mineral fertilizers and chemical plant protection prod-
ucts, but a set of norms and requirements that must be
ensured in the organization of agricultural production.
Organic production operators must ensure a sufficient
level of economic efficiency of organic production,
transportation and storage, because in modern condi-
tions, organic production is also high technology, but
of a biological nature, not of chemical origin. The
cultivation of organic crops requires significant costs
of renewable and non-renewable resources, so it can
not replace traditional agriculture and must develop in
parallel with it.

The transition to organic production involves the
implementation of new rules and methods in the field
of safety and quality at all stages of interconnected
production and processing, including packaging and
labeling (in order for products made from organic raw
materials to be classified as organic, , promotion and
sales were certified as organic). From an economic
point of view, it is necessary to distinguish between
organic crop production and organic livestock. The
yield of organic farming is usually lower than that of
standard intensive farming, so it requires higher oper-
ating costs. Therefore, organic products are sold at
retail at higher prices. In order to equalize prices and
increase the volume of the domestic market of organic
products, state support for producers of organic prod-
ucts is necessary. This is especially true for livestock:
meat and dairy products are much more expensive in
organic farming, as their production requires more
labor to meet organic requirements. Thus, organic
production of agricultural products is considered un-
profitable (inefficient), especially at the initial stage of
replacing the traditional system of agriculture with
organic production (processing). When clarifying the
issue of the high cost of organic products, it will be
useful to understand its structure in terms of account-
ing. The domestic market of organic products is char-
acterized by unformed demand for organic products,
underdeveloped market of organic products, lack of
direct subsidies and a clear program of state support.

A promising direction from an economic point of
view is organic seed production and nursery, pro-
cessing of organic raw materials (95% of exported
organic products - raw materials [3]). Seeds and plant-
ing material propagated in accordance with the re-
quirements of the legislation in the field of organic
production, circulation and labeling of organic prod-
ucts are considered organic. A certificate confirming
the organic origin of seeds and planting material shall
be issued to the organic market operator for 15 months
from the date of issue.

To ensure the full development of organic pro-
duction approved by the Cabinet of Ministers of
Ukraine dated October 23, 2019 Ne970 "Procedure
(detailed rules) of organic production and circulation
of organic products” [4], which defines the rules of
crop rotation, application of organic fertilizers, use of
organic seeds and planting material during the produc-
tion of products that will be subsequently certified as
organic. According to these Rules [4], in order to ob-
tain organic seeds and planting material, the mother
plant must be propagated in accordance with the re-
quirements of legislation in the field of organic pro-
duction, circulation and labeling of organic products
for at least one generation, and for perennial crops -
for at least one generation and two vegetation periods.

The organization of organic production provides
for the possibility of freedom of choice of technolo-
gies that will take into account the conditions of a par-
ticular field. It is characterized by the lack of clear
instructions inherent in conventional agriculture. Only
the principles, rules and requirements have been de-
veloped, the implementation of which is entrusted to
the producers themselves: each producer independent-
ly determines the technology of restoring soil fertility,
makes crop rotation, etc.

The technology of organic production and its
economic features affect the organization of account-
ing and further reflection of the process of production
and processing of organic products.

A full-fledged operator of the organic market is a
business entity that has passed certification, fulfilling
all the requirements to bring the production process to
organic production. The transition process is time con-
suming, so it requires proper accounting support. An
organic market operator does not necessarily grow
only organic products, combining organic and tradi-
tional production. Management in such structures is
carried out in the areas of organic and traditional pro-
duction, so the list of objects of accounting is signifi-
cantly expanded, because there is a need to differenti-
ate in cost accounting and output of organic and tradi-
tional  production  from  documentation to
determination of financial results.

The cost of organic products in the structure of
costs and their share will differ due to the lack of
chemical and mineral fertilizers, seed treatment, but
the inevitable increase in manual labor costs, the use
of biological protection and organic fertilizers. Detail-
ing the costs of organic production is necessary for the
formation of pricing policy and further analysis of
production efficiency.

The introduction of organic production requires a
qualitatively new approach to the organization of ac-
counting and the formation of accounting policies,
which will actually be implemented in the transition
period. The accounting policy of the organic produc-
tion operator first of all outlines the list of objects of
accounting by directions of production (crop produc-
tion, animal husbandry, processing), in the context of
which cost data will be formed. The components of
the accounting policy for the production of organic
products (methodological, technical and organization-
al) also require some clarification. The least dependent
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is the methodological component, which requires con-
sideration of legislation in terms of organization and
implementation of organic production, and organiza-
tional. Most changes and clarifications require a tech-
nical component, which will depend on the specifics
of organic production and its industry characteristics.

From the moment of the decision on transition to
organic production at the level of the organization of
accounting process it is necessary to be defined with
the list of accounts on which objects of organic pro-
duction will be reflected, to provide possibility of al-
location in primary documents of operations carried
out in the process of organic production. costing and
budgeting.

Given the results of the research, we consider it
appropriate to allocate costs and products obtained
during the conversion period preceding organic pro-
duction. It can last up to three years, during which the
company will incur significant costs for inspection
and certification; carrying out a set of agrochemical
and reclamation measures aimed at eliminating the
negative consequences of traditional land use and im-
proving or stabilizing the quality of soils; introduction
of growing niche crops (spelled, mustard, chickpeas,
rye, beans, garlic, etc.). The need to separate data on
the costs of the transition period is due to the need to
comply with the requirement of reliable determination
of financial results in terms of products, finding
sources of funding for organic production, forecasting
risks and threats caused by organic food production.

In the working plan of accounts of the conversion
period it is necessary to provide expenses for restora-
tion of the earths, including capital character. The
specificity of such costs is that they cannot be imme-
diately attributed to the cost, and the amount of such
costs is significant. In most cases, producers use
leased land, it is necessary to legislate operations to
improve the quality of soil on leased land. Capital
expenditures include the need to purchase equipment
that will be used exclusively in organic production.
All capital expenditures for preparation for organic
farming should be reflected in the financial statements
with a detailed explanation. Information on capital
investments in the production of organic products is
useful for interested investors, as the demand for or-
ganic products is growing, and its production on certi-
fied land (ready for use) is an attractive investment
destination.

Special attention is paid to the documentation of
transitional operations, as the correctness of their de-
sign, the reliability of the displayed information is
taken into account in the certification process, con-
firms or denies compliance with the technology and
standards of environmental production. Organic
standards recommend that such documentation be kept
for at least five years [1].

Figure 2 summarizes the procedure for organiz-
ing accounting and subsequent accounting reflection
of the production process of products of organic
origin.

Stabilization period D

Reflection in the accounting of a set of measures to eliminate the
negative consequences of traditional land use and preparation for
certification, development of a business plan, preparation of a
package of documents for the audit of land for organic produc-

tion

Ensuring the formation of elements of the Order on Accounting

Transition period

Obtaining the status
of a producer of
organic products

Control and period-

ic confirmation of

the status of the or-

ganic market opera-
tor

Policy, specifying the features of organic farming, development
of accounting nomenclature and primary documents, determining
areas of analytical detail of accounting for organic production,
budgeting and reflection of costs and output of transition period
(from application for certification )

Reflection in the accounting of the process of production and sale
of organic products by industry (organic crop, livestock, aquacul-
ture, processing, etc.) and types of products with mandatory sep-
aration from traditional agricultural production and maximum
analytical detail to enable costing, determining financial results,
evaluation efficiency, pricing policy and reporting indicators.

Control over compliance with the norms of organic production,
recertification with mandatory reflection of the costs of its im-
plementation, analysis of pricing policy

Fig. 2. Stages of organization of organic production and their accounting support
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The volume of accounting nomenclatures that
will regulate the method of accounting for the produc-
tion of organic products will depend on the specializa-
tion of the enterprise, the range and quantity of prod-
ucts grown by him. Given the above features of grow-
ing organic products in small sizes is not appropriate,
as it requires significant capital costs with a high level
of business risk.

In the process of production of organic products
it is necessary to provide for the costs of confirming
the status of the operator of the organic market, which
is carried out in the process of recertification. In case
of non-compliance of the product with the require-
ments of the standards, it may be revoked. Therefore,
in the Order on accounting policy it is necessary to
provide the ability to reflect the recalled products,
which loses the status of organic.

The organic agriculture segment is not shown at
all by the state statistical system. The secluded presen-
tation of organic production in the reporting will en-
sure the possibility of generating statistics for the fur-
ther provision of organic production with direct finan-
cial support, the creation of a system of indirect
support through the provision of benefits and prefer-
ences, the development of an insurance mechanism
and the optimization of taxation of organic producers,
the development of organic farming [8].

At the local level, the implementation results will
allow potential producers of organic products to com-
pare yields and costs in conventional technology and
in organic production, evaluate the feasibility and
payback of such production, and predict additional
costs.

Conclusions. Systematized legal, economic and
accounting interpretation of categories related to or-
ganic production, in order to eliminate existing differ-
ences, further improve the insurance of organic pro-
duction; the classification of organic products has
been clarified, the objects of accounting for its catego-
ries, the peculiarities of the organization of the ac-
counting process for organic production have been
identified; Recommendations to improve accounting
for the management of organic production costs, tak-
ing into account the uncertainties and risks involved in
achieving optimal performance; developed a method-
ology for accounting for the production of organic
products, which will include: internal regulatory ac-
counting regulations; primary documents and account-
ing registers, detailed methodology for accounting for
direct and indirect production costs, output of organic
products and calculating its cost by categories; devel-
oped a system of reporting indicators related to each
other, which will provide an opportunity to assess the
feasibility and efficiency of organic production, will
be used to form a unified information system on or-
ganic production facilities; main aspects of improve-
ment of the system of control of production of organic
products have been formed.

The introduction of organic production operators
of the proposed methodological methods into the ac-
counting practice will allow organizing separate ac-
counting of costs for the production of organic crop

production and distinguishing in accounting the costs
allowed by law in the conditions of organic produc-
tion, from the costs for which there are certain re-
strictions. Such itemization of expenses will allow
determining the real financial result, assessing the
feasibility and efficiency of organic production in a
selected direction of detail. This, in turn, will improve
the information support of the product quality control
function.

The use of the developed method of accounting
for organic production will contribute to the competi-
tiveness of organic products by the possibility of man-
aging the costs of their production and storage; simpli-
fication of certification procedure by separate report-
ing of organic and inorganic production processes, the
possibility of documenting operations taking into ac-
count quality characteristics of organic production;
increased capacity to export certified organic prod-
ucts; optimization of taxation of organic production.
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