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Abstract. The current economic situation in Ukraine and in the world is characterized by dynamism, a high level of competi-
tion and the presence of military risks. Changing the location of enterprises, external and internal migration of labor, disruption
of sustainable logistics, etc. change the nature and structure of production costs. Therefore, the problem of cost management of
production entities remains relevant and requires constant monitoring and prompt resolution. Despite the solid foundation of
knowledge on solving the problem of cost management of business entities, certain issues of their classification, assessment and
minimization require further research. In particular, this concernschoosing the optimal cost management method depending on
the factors influencing business activities. The purpose of the articleis a study of the theoretical and practical principles of cost
management, existing cost management methods depending on the goals and conditions of doing business. Control and effective
management of production costs are key to achieving competitiveness of a business entity in the market, since cost optimization
contributes to reducing the cost of production and increasing profitability. Correct distribution of costs and their classification
allow for more accurate planning and forecasting of financial results. Reducing production costs, especially variable ones,
as well as implementing efficient production processes help enterprises increase their economic efficiency and stability in the
market. As a result, effective management of production costs allows not only to improve financial performance, but also to en-
sure sustainable development of the enterprise in a competitive environment. Each enterprise, depending on the organizational
structure, production size, available production and support personnel, and market position, can choose the optimal method of
cost management, guided by its own capabilities and goals. InDepending on the combination of criteria that characterize the
business entity (organizational structure, enterprise size, level of training of labor resources, market position, life cycle stage),
a combination of several methods should be used for effective cost management.

Keywords: production costs, cost management methods, cost optimization, business, business entity.

Anomauin. Cyuacna ekoHomiuna cumyayis 8 Ykpaini i y c8imi xapakmepusyemucsi OUHAMIYHICIO, GUCOKUM PIBHEM KOHKY-
PeHyil I HasBHICMI0 BOEHHUX PUBUKIG. 3MIHa 0KAYI] NIONPUEMCME, 306HIWHS | 6HYMPIWHA Miepayis poboyoi cuiu, NOpyueHHs
cmanoi no2icmuxy mowjo 3MiHIOIOMb Xapaxmep i cmpykmypy upobuuuux eumpam. Tomy npobrema ynpasninis 6upoOHUMUMU
¢y6’exmi6 20Cn00apIOBaANHA GUMPAMAMU 3ATUUAEMBCA AKMYATbHON | NOMpPedye NOCMIlIHO20 MOHIMOPUHZY i ONepamueHo-
20 supiutenns. He 36adxcarouu na miyHui ¢pynoamenm 3HaHb w000 SUPIUEHH NPoOIeMU MeHeOHCMeHmy sumpam cyo exmis
20CN00APIOBANHSL, OKpeMi NumarHs ix Kiacu@ikayii, Oyinku ma MiHiMizayii nompedoyoms nooarsuux 00CiioxiceHs. 30kpema
ye cmocyemucs 6ub0py ONMUMAILHO20 MEMoOy YNPAGNIHHA GUMPAMAamu 6 3a1edCHoCcmi 6i0 ¢axmopie enaugy Ha .6i3necosy
disinvricms. Memoio cmammi € Q0CHIONCEHHS. MEOPEMUUHUX | NPAKMUYHUX 3ACA0 YNPAGLIHHS 6UMPAMAMU, ICHYIOUUX Memooie
VIPAGIIHHA GUMPAMAMU 8 3ANeHCHOCMI 8I0 yinell I ymoe eedenus Oisnecy. Konmpons i eghexmuene ynpasninus eupooHuuumu
BUMPAMAMU € KIOYOBUMU OJisL O0CASHEHHS KOHKYPEHMOCNPOMONCHOCMI Oi3Hec06020 cy0 €Kma Ha PUHKY, OCKIIbKU ONMUMI3d-
Yist BUMPAM CRPUSIE 3HUICEHHIO coOigapmocmi npodyKkyii ma niosuwjenHo npudymrosocmi. [IpasunvHutl po3noodin eumpam ma
ix kaacugixayis 003601710Mb 30ilCHIO8AMU OiIbW MOYHE NIAHYBAHHS | NPOCHO3YBAHHS (DIHAHCOBUX pe3yIbmamis. 3HUNCEHHS
BUPOOHUYUX SUMPAM, 0COONUBO 3MIHHUX, A MAKONC 6NPOBAONCEHHS eHeKMUBHUX BUPOOHUYUX NPOYECi8 00NOMaA2aoms nionpu-
eMCMEam NiO8ULYB8AMU CBOI0 eKOHOMIYHY eheKmusHicms i cmabinbHicmy Ha punKy. ¥ pesyromami, eghekmuene Ynpasnints 6u-
POOHUMUMU UMPAMAMU 003B0IAE He MITbKU NOKPAWUMU QIHAHCOBI NOKA3HUKU, a U 3abe3neyumuy CmilKull pO36Umox nionpu-
EMCMBA 8 YMOBAX KOHKYPEHMHO020 cepedosuuya. KodcHe nionpuemMcmeo 6 3aieiCcHoCmi 810 Op2ani3ayitiHoi cmpyKmypu, po3mipy
B8UPOOHUYMBA, HAABHO20 BUPODOHUL020 A OONOMIHCHO20 NEPCOHANY, NO3UYIT HA PUHKY MOMHCe 8UOPAMU ONMUMATLHU MENOO
VAPAGIIHHS GUMPAMAMU, KEPYIOUUCH GAACHUMU MONCTUBOCMAMU [ Yiismu. B 3anexicnocmi 6i0 komOinayii kpumepiis, siki xa-
paxkmepusyoms Yo’ €Km 20cno0aprosants (Opeanizayiiina cmpykmypa, posmip niOonpuemMcmed, pisensb nio2omoexu mpyooeux
pecypcie, no3uyis na pumKy, cmaois JCUMmeL020 YUKIy) O epekmugno2o Yynpasinus UMpamamu ciio 6UKOPUCIO8Y8amu
KOMOIHY8AHHS OeKLIbKOX Memoois.

Kniwouoei cnosa: supodbnuui eumpamu, Memoou YNPAGNIHHA eumpamamu, onmumizayis eumpam, 0isHec, ¢y 'ckm
20CN00apIOBAHHSL.
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Problem statement. Cost management is one of the
main areas of business management, but in many cases when
making management decisionsquestionstructures, sizes and
originscosts are not taken into account or are taken into
account partially, giving preference to income management.
The result of such a policy can be both a lack of income and
incurring losses, which increases risks and negatively affects
the financial security of the business. The current economic
situation in Ukraine and in the world is characterized by
dynamism, a high level of competition and the presence of
military risks. Changing the location of enterprises, external
and internal migration of the workforce, disruption of sus-
tainable logistics, etc. change the nature and structure of pro-
duction costs. Therefore, the problem of cost management
of production entities remains relevant and requires constant
monitoring and prompt resolution.

Analysis of recent research and publications. The
methodology as a whole, individual theoretical and applied
aspects of enterprise cost management are widely repre-
sented in scientific works and practical achievements of
domestic and foreign researchers and practitioners. Scien-
tific interest is aroused by the study [1] by G. Lyashenko
and V. Ovsyannikova, which reveals the meaning of costs
and their management, their impact on the efficiency of
the enterprise’s economic activity: expansion of produc-
tion, increase in equity, increase in solvency. The authors
define costs as the cost value of using all types of resources
(material, financial, labor, information) to achieve the
enterprise’s goal. The statement by O. V. Kovalenko in [2]
that to solve the problem of cost management and business
efficiency, an enterprise needs an individual approach to
the choice of existing cost management systems, and in a
number of cases to the formation of its own management
system taking into account industry characteristics, organi-
zational structure and scale of the enterprise is noteworthy.
Lytovchenko O Yu. in [3] also believes that increasing the
efficiency of business entities can be achieved by creat-
ing an effective cost management system at the enterprise.
Shutko T.I. in [4] proves that cost management today has
gone beyond the traditional influence on them only in the
production process but has also spread to all possible costs
that arise or may potentially appear in the financial and
economic activities of the enterprise.

Despite the solid foundation of knowledge on solving
the problem of cost management of business entities, certain
issues of their classification, assessment and minimization
require further research. In particular, this concernschoosing
the optimal cost management method depending on the fac-
tors influencing business activities.

The purpose of the article is to study the theoretical and
practical principles of cost management, existing cost man-
agement methods depending on the goals and conditions of
doing business.

Presentation of the main research material. The defi-
nition of “expenses” is widely used both in domestic and
foreign economic literature. At the same time, there is no
single definition of expenses in the economic scientific lit-
erature, and its interpretation often depends on the purpose
of the study. The national accounting regulation (standard)
defines expenses as a decrease in economic benefits due to
the disposal of assets or an increase in liabilities that lead to
a decrease in equity (except for a decrease in capital due to
contributions from owners) [4].

A number of scientists consider this definition contro-
versial, since production costs do not relate to equity. This
is confirmed by the fact that the Instructions on the Last
accessed: of the Chart of Accounts for Accounting of Assets,
Capital, Liabilities and Business Transactions of Enterprises
and Organizations do not provide for the correspondence of
cost accounting accounts with capital accounts [5; 6].

Analyzing the scientific publications of scientists, it
is worth noting the ambiguity of the authors’ opinions on
the management of enterprise costs and the complex-
ity of the tools they offer in practical use. Thus, in [7]
Kozachenko G.V., Pogorelov Yu.S., Khlapyonov L.Yu.,
Makukhin G.A. consider the main factor of successful busi-
ness to be the effective use of enterprise resources, their
economy and maximization of returns at all stages of the
production process, and not the minimization of costs. It is
worth noting the vision of the category of costs by American
scientists McConnell K., Campbell R. and Bru S., set out in
the treatise “Economics: Principles, Problems and Policy”.
The authors argue that costs should be understood as pay-
ment for resources or services that the enterprise will incur
in order to divert these resources from use in alternative pro-
duction [8]. Analyzing the above, it can be stated that pro-
duction costs should be understood as all costs incurred in
the production process. Production costs are included in the
total costs of the enterprise.

Domestic economists [1; 9 etc.] when analyzing and
assessing costs prefer to group them by economic elements
and cost items.

The grouping of production costs by economic elements,
taking into account the National Accounting Regulations
(Standards), is given in Table 1.

The classification of costs by economic elements is based
on the economic nature of costs, does not depend on specific
conditions, and therefore the composition of the elements

Table 1 — Grouping production costs by economic elements

Cost elements

Costs included in the corresponding element

Material costs

Raw materials, resources, materials that form the basis of manufactured products; semi-finished
products and components; packaging and packaging materials; energy resources, fuels and lubricants;
spare parts for current repairs of equipment and networks; losses in normalized quantities (natural).
Direct losses are reduced by the amount of the cost of returnable waste.

Labor costs

Basic and additional wages; guarantees and compensation payments to employees; wage indexation.

Other direct costs

Deductions for social measures, deductions for the Social Security System; social insurance
deductions; payments for the lease of land and property shares; depreciation of fixed assets and non-
current assets; losses from production defects.

Variable overhead costs

Production management costs, which vary in proportion to the output;

Constantly allocated
overhead costs volume.

Maintenance and production management costs that remain constant and do not depend on production

Source: based on [1-4; 9; 10 etc.]
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can be established. At the same time, such a qualification
cannot satisfy management needs in terms of the purpose of
resources, the implementation of control over the rational
use of material, labor and financial resources. Therefore, if
necessary, business entities are not limited to the qualifica-
tion of costs by economic elements and cost items, but also
use other approaches. This is explained by the peculiarities
of the technical, economic, marketing, financial aspects of
management, which affect the formation of prices and cost
of goods and services.

Modern market conditions are characterized by fierce
competition between producers of goods and services. The
efforts of business entities are aimed at expanding the sales
market, which are based on marketing techniques for offer-
ing high-quality and cheaper products. Solving the issue of
optimizing production costs allows you to reduce the cost
price and, thereby, increase the profitability of the business.
Studies have shown that the production costs for the pro-

duction of similar products by different manufacturers dif-
fer in the structure of fixed and variable costs, in compo-
sition, economic purpose, and specific weight in the total
amount of costs.

For industrial enterprises, managing production costs is
one of the most important levers for ensuring efficient pro-
duction, because their share in total costs is significant.

The costs of production (goods, services) of enterprises
in Ukraine and their distribution by components are pre-
sented in Tables 2, 3.

According to the State Statistics Service [12], the main
share in the structure of production costs is made up of mate-
rial costs and costs of services used in production. Their share
is 70-72% (during 2019-2023). In second place are labor
costs (15-16%), depreciation (7-9%) is in third place. Social
contributions are (3.0-3.5)%, and other expenses are (1-3)%.

The costs of beer production in Ukraine and their dist-
ribution between cost items are given in Tables 4 and 5.

Table 2 — Costs of production of products (goods, services) of enterprises for (2019-2023), thousand UAH

Years Costs for pr9ducti0n of products Of which, material costs and costs of services used in production
(goods, services) thousand UAH thousand UAH in % of total costs

2019 4675307915.6 3336959994.4 71.4

2020 4988651338.9 3475157435.9 69.7

2021 6282853975.0 4484475885.4 71.4

2022 5874388680.1 4132112300.0 70.3

2023 6239124204.5 4463377143.6 71.6

Source: according to [11; 12]

Table 3 — Distribution of costs for the production of products (goods, services) of enterprises (2019-2023),
in % of total production costs

Costs of including
production material costs and :
Y .
ears (goods, services), | costs of services used | depreciation, % | labor costs, % defluctlons foor other eox penses,

% in production, % social events, % %o
2019 100 71.4 7.3 16.0 3.3 2.0
2020 100 69.7 8.1 16.4 34 2.4
2021 100 71.4 7.4 15.4 32 2.6
2022 100 70.3 8.8 14.7 3.0 32
2023 100 71.6 8.3 16.0 3.1 1.0

Source: according to [12]

Table 4 — Beer production costs in Ukraine (KVED-2010: Group 11.05) for 2019-2023

Years Costs for pr(.)duction of products Of which, material costs and costs of services used in production
(goods, services) thousand UAH thousand UAH in % of total costs

2019 22011467.0 17399531.6 79.0

2020 22222069.2 17148270.8 77.2

2021 23147353.1 17869838.3 77.2

2022 21809908.3 15956094.3 73.1

2023 28347155.2 22248556.3 78.5

Source: according to [12]

Table 5 — Distribution of beer production costs in Ukraine (2019-2023), as a % of total production costs

including
Costs of production material costs and e .
Years (goods, SEFViCES), % | costs of services used depreoc/latlon, labm; /COSts’ deductions foor other expenses, %
in production, % o 0 social events, %
2019 100 79.0 8.5 9.9 2.0 0.6
2020 100 77.2 9.5 10.6 2.1 0.6
2021 100 77.2 9.4 10.7 2.1 0.6
2022 100 73.1 10.9 12.8 2.6 0.6
2023 100 78.5 7.5 11.4 2.2 0.4

Source: according to [12]
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The above proportions by cost items are practically pre-
served for the production that is the subject of this work — beer
production in Ukraine. Here it is worth noting an increase of
up to 79% in material costs with a simultaneous decrease in
labor costs to 9% and deductions for social events to 2%.

The presented statistical data once again confirm the
opinion of scientists that in the enterprise management
system, an important place should be given to issues of
production cost management.

The process of managing production costs is a rather com-
plex and comprehensive process that covers almost the entire
production cycle from preparing for production to transferring
it to the finished product warehouse for further sale.

Financial cost management does not involve minimi-
zing costs, which can lead to a reduction in production, but
more efficient use of enterprise resources, their economy
and maximum return on them at all stages of the produc-
tion process. Cost management is an important link in the
management system, the quality of which determines the
financial results of activities, the rate of expanded repro-
duction, financial condition, and financial stability.

The efficiency of cost management is significantly
increased when automating technological processes with
simultaneous automation of production accounting. With
such a system, in offline mode, you can receive current infor-
mation on costs in real time, track deviations from planned
indicators, and timely influence the production process.

Taking into account the above, we can conclude that
the cost management system at the enterprise is an integral
part of a comprehensive production management system,
which also includes an automated production management
system and a product quality management system. In the
process of cost management at the enterprise, functional,
organizational and motivational aspects are distinguished.

The functional aspect is primary. The diagram of the
functional aspect of the cost management system in an
enterprise is shown in Fig. 1.

The author of the functional approach to cost ma-
nagement is the English economist K. Drury, who devoted
himself to research activities in management accounting,
measuring productivity and the cost of a management sys-
tem. He was one of the first in [12] to identify the charac-
teristics of cost grouping for determining the cost of ser-
vices produced and the profit received, decision-making,
control and planning.According to the theory of K. Drury,
the functional approach to cost management is considered
as the implementation by the management entity of the
main management functions in relation to the management
object, which is costs.

Production expansion, competitive struggle for sales
markets, a wide range of technological solutions in the
modernization of production encourage business entities
to constantly search for new methods and constantly
improve the cost management mechanism. We consider
the most successful from a scientific and practical point
of view the algorithm for the functioning of the enterprise
cost management mechanism (Fig. 2), proposed by
0. Yemelyanov, O. Kurylo, and T. Petrushka in [9].

Constant optimization search for the level of production
costshas led to a significant number of different cost manage-
ment methods, which are distinguished today by various man-
agerial-functional and economic-functional characteristics.

There are no universal approaches to cost manage-
ment, because each of them is aimed at achieving dif-

Subsystem that controls (functional aspect)

L Y 7 P

| Cost planning |->| Regulation |—>|Acc0unting|—>| Analysis |

“““ S R NS

Figure 1 — General diagram of the functional aspect
of the cost management system at the enterprise
Source: [13]

Analysis and evaluation of indicators of cost management
(amount of costs, their structure, etc.)

¥

The choice of the main areas of cost management
of the business entity

v

Establishing cost management parameters
for each of its areas

v

Development and implementation
of cost management tools

¥

Changes in the values of those indicators that act
as cost management parameters of the enterprise

¥

Changing the values of those indicators that are objects
of enterprise cost management

Assets and
investments

— 0 =

Change in the value of criterion indicators
of cost management of the economic entity

Current costs Income

Figure 2 — The consistency of the functioning
of the enterprise cost management mechanism

ferent management goals. Therefore, the choice of cost
management methods should be based on scientific justi-
fication. The effectiveness of cost management depends
on the correctness of the decision made. The following
basic methods are currently most in demand:

1. The concept of strategic cost management (Strategic
Cost Management —SCM). It is aimed at ensuring the long-
term competitiveness and efficiency of the organization’s
activities by optimizing costs. It involves integrating cost
management with the overall strategy of the enterprise
and taking into account internal and external factors that
influence their formation.

2. Methods of purposeful or proactive cost formation:
Target Costing and Kaizen Costing (KC). Target costing
involves determining a target cost, which is set on the
basis of the planned profit level and is achieved through
coordinated efforts of all divisions of the enterprise. Kaizen
costing is used mainly in operational cost management
and control. It involves the constant introduction of small
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improvements in production processes, which together
provide a significant result.

3. The technology of cost and performance manage-
ment based on the concept of benchmarking is applied
provided that there is complete and reliable information
about reference results and methods of achieving them.
The management indicators of the company’s costs are
compared with the best indicators of competitors for fur-
ther decision-making on cost optimization.

4.Activity-Based Costing (ABC) is a method of consid-
ering a company’s activities as a set of processes or work
operations. Costs are calculated based on the resources
required to perform these processes or operations.

5. The Theory of Constraints (TOC) cost management
technology is an approach to cost optimization that focuses
on identifying and eliminating constraints (or “bottle-
necks”) in a production process or business system.

6. CVP analysis, LCC analysis. The CVP method
(Cost-Volume-Profit) is an approach to cost estimation
that involves analyzing the relationship between an enter-
prise’s costs, sales revenue, and profit. It allows you to
determine the amount of revenue that, given fixed costs
and variable costs per unit of output, will ensure breakeven
or the desired financial result. LCC (Life Cycle Costing) is
used in strategic cost management. This method involves
calculating the total cost of the entire product life cycle —
from the design stage to the completion of production and
decommissioning.

7. Direct-Costing System is a method in which costs
are divided into variable and fixed. Fixed overhead costs
are not included in the cost of production, but are charged
directly to the profit and loss account in the period in which
they are incurred.

8. Absorption Costing involves analyzing costs in their
entirety, including both fixed and overhead costs that are
added to the cost of production. This method requires
the use of a method of allocating overhead costs that are
included in the cost.

9. Standard Costing is a cost accounting method in
which predetermined norms or standards are established
for each cost category. This method is aimed at determin-
ing prices and pricing policies, as well as planning, con-
trolling and preparing financial statements.

Each enterprise, depending on its organizational struc-
ture, production size, available production and support staff,
and market position, can choose the optimal cost manage-
ment method, guided by its own capabilities and goals.

Conclusions. Based on the above, it can be argued
that the production costs of an enterprise are the main
component of the cost of production and directly affect the
financial results of its activities. They include both direct
costs (materials, labor) and indirect costs (overhead costs,
general production costs), which form the full cost of the
production process.

Control and effective management of production costs
are key to achieving competitiveness of a business entity
in the market, since cost optimization contributes to reduc-
ing the cost of production and increasing profitability. Cor-
rect distribution of costs and their classification allow for
more accurate planning and forecasting of financial results.
Reducing production costs, especially variable ones, as
well as implementing efficient production processes help
enterprises increase their economic efficiency and stability
in the market. As a result, effective management of pro-
duction costs allows not only to improve financial perfor-
mance, but also to ensure sustainable development of the
enterprise in a competitive environment.Each enterprise,
depending on the organizational structure, production size,
available production and support personnel, and market
position, can choose the optimal method of cost manage-
ment, guided by its own capabilities and goals. InDepend-
ing on the combination of criteria that characterize the
business entity (organizational structure, enterprise size,
level of training of labor resources, market position, life
cycle stage), a combination of several methods should be
used for effective cost management.
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