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Summary. This article is devoted to the analysis of the process of
formation of costs at industrial enterprises. Particular emphasis was made on
the analysis of the process of cost formation in the enterprises that operate in
the industry of building materials production. The article covered the concept of
cost management process of an industrial enterprise and defined the importance
of this process. In addition, the article was devoted to finding, analyzing and
defining traditional methods of cost formation in industrial enterprises. Among
the traditional methods were identified such basic ones as standard-cost
method,

Job order cost system, process cost system and method based on
production area. In addition to traditional methods, modern methods of
managing the process of cost formation at producing enterprises have been
identified. The article defines such modern costing methods as ABC method,

direct-costing, standard-cost, target-costing and kaizen-costing methods. The
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purpose of the article was also to determine the feasibility of using each of the
methods, both modern and traditional, in enterprises, depending on the specifics
of the industry in which they operate. Also, the writing of the article was focused
on identifying the characteristics of the industry of building materials
production, as well as the impact of these features on the method of cost
formation in the enterprises of the industry. One of the goals of this article was
to identify the most cost-effective methods of cost management in the industry of
construction materials and to show the ability of its combination in order to
achieve better results, taking into account the specific features of the industry.
At the end of the article there were offered some recommendations of more
efficient usage of cost formation methods at enterprises operating in the field of
construction materials production in Ukraine.

Key words: costs, features of the industry, cost management, methods of

costs” formation, industry of building materials.

Formulation of the problem. The amount of enterprise’s costs directly
influences the process of its profit formation. Profit is the result of company's
financial and economic activity. Therefore, cost management and process of cost
formation, as well as its improvement, play an important role in the aspect of
enterprise’s profit management, and in the structure of financial management in
general. Especially it is important for developing and rather promising industry
today — industry of construction materials, according to increasing the number of
constructions of residential buildings, intensification of construction of roads in
Ukraine over the last 5 years as well. All this makes the chosen topic of research
relevant in terms of solving the problems of entrepreneurship development in
Ukraine.

Analysis of recent researches and publications. Considerable
contribution to the research and analysis of the methods of cost management at

the enterprises of the construction materials industry made such Ukrainian
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scientists-economists as Adamenko T. [1], Manukhin G. [2], Nezhentseva O.
[3], Pogorelov Y. [2], Kulikovska A [4].

The purpose of the study is to analyze the methods of cost management
and their application in the process of cost formation of enterprises operating in
the field of building materials production.

Objectives of the article:

to define the concept of "cost management";

to determine the characteristic features of the building materials
industry in Ukraine;

- to analyze traditional and modern methods of cost formation at

industrial enterprises;

- to determine the methods of cost formation at enterprises of building

materials production.

Exposition of results. Industrial enterprises of Ukraine have problems in
a well-grounded and balanced cost management process. Thus, in comparison
with foreign enterprises, the level of production costs of producing enterprises in
Ukraine occupies bigger share in sales revenues indicator. This is especially true
for enterprises specializing in the production of building materials, whose
activity i1s characterized by high material capacity. These factors are negatively
reflected on the level of competitiveness of Ukrainian products.

Cost management in industrial enterprises includes such basic elements as
cost planning, organization of cost management, coordination and regulation of
costs, stimulation and motivation of economical usage of resources and cost
control. In other words, cost management is a dynamic process that includes all
management actions in order to achieve a high economic result of the enterprise
in the end [5, p. 108].

Cost formation of enterprise depends on many factors, such as the price of

material resources, sales figures, tax system etc. Particular attention should be
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paid to the industry factor, since the principles of economic activity can vary

significantly depending on the industry in which the enterprise operates.

Enterprises specializing in the production of construction materials are

characterized by a number of features. These features include:

large amounts of material costs that can sometimes reach the level up to
80% of the cost of production;

seasonality of production, which is related to the seasonal nature of
construction work and the large volumes of work in progress;

dependence on the volume of construction work;

significant impact on the results of capital construction;

proximity to raw material bases and more.

Taking it into account, defining the right, scientifically based method for

cost management of construction materials manufacturing enterprises will allow

to make a cost of production of the enterprise comparable to the production

results, and will also reduce the amount of economic losses.

The main traditional methods (systems) of cost formation at enterprises

include:

standard-cost method — applied at enterprises where it is possible to
determine production cost standards, where operations are constantly
repeated;

job order cost system — costs are calculated on the order basis;

process cost system — costing is carried out within the unit, stage of
production or process;

method based on production area — the formation and calculation of costs
occurs at each redistribution, which means the stages of production, on
which technological process is divided [6, p. 40-41].

The usage of described methods depends on features of each production

process at the enterprise, the industry in which it operates etc. It is recommended

to use the standard-cost method in industrial enterprises with mass production of
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one or more types of products. For example, in the field of mechanical
engineering, leather, furniture industry, etc.

Job order cost system applicable in the fields of construction,
shipbuilding, aircraft design and more.

Method of cost formation based on production area is preferable at the
enterprises of the chemical and textile industry, and also at the oil refining
enterprises [7].

If we talk about industrial enterprises that specialize in the production of
construction materials, the most appropriate method or system of cost formation,
according to features of this industry, is the process cost system. In this case,
every separate process becomes an object of cost accounting and finished
product becomes an object of calculation. It is also possible to use a standard-
cost method of cost formation in this type of enterprise. In this case, during the
process of the planned cost calculation, the company should take into account
not only the deviations that were identified during the reporting period, but also
company should to lay down the risks associated with the climate conditions.

One of the problems that appears in the process of cost management at
industrial enterprises in Ukraine is the neglection of foreign experience in this
sphere. Although the construction industry and industry of building materials are
well developed in Ukraine, it is important to say, that products of the Ukrainian
manufacturer do not always meet international standards. That is why it is worth
to pay attention to the foreign practice of cost management at enterprises in
industry of construction materials. Therefore, it is recommended to add and
apply the latest foreign methods in addition to traditional methods of cost
formation in industrial enterprises in Ukraine.

There are such modern methods of cost formation at industrial enterprises:
"direct-costing", "standard-cost", ABC method, "target-costing" and "kaizen-

costing".
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Brief description of modern methods of cost management at the

enterprises are shown in table 1.

Table 1

Characteristics of modern cost management methods

Method's name

Brief description

Direct-costing

The principle is that fixed overhead costs are not included in the
cost of production, but are directly attributed to those income and
expenses that occurred in that period. Applicable if costs are
divided into fixed and variable

Standard-cost

For each type of costs (material, labor, financial) its reasonable
standard per unit of output is fixed. Application is possible at
enterprises where system of standards, such as norms and
regulations exists

ABC method

Considers the enterprise in the form of processes and work
operations, the cost of which is the cost of the enterprise as a whole
or cost of certain types of products. It is possible when the
company clearly identifies the activities and operations that
accompany them

Target-costing

Based on fact that the enterprise on the basis of the set value of the
sale price and the desired value of profit, sets the target cost. All
units of the enterprise should provide the given cost. It is a
strategic cost management tool. It is possible with constant control
of the level of expenses

Kaizen-costing

Is opposite to the “target-costing” method. It is based on achieving
not a fixed level of costs, but on the contrary, a constant and
comprehensive reduction of costs, instead of achieving its fixed
amount. Helps to ensure the target cost in the production process. It
is generally used in operational planning

Source: made by author with information from [8, p. 131-134]

The usage of modern methods of cost formation at enterprises in the field

of production of construction materials is applicable according to dynamics to a

constant increase of indirect costs, automated production processes, rising costs

of maintenance of production activity in this industry as well. For enterprises

that operate in industry of building materials it is possible to apply such modern

methods of cost formation, such as ABC method, taking into account that the

production process at such enterprises is divided into sub-processes [9].

It is also necessary to pay attention to complex application and mixed

costing methods of enterprises both in the field of production of building

materials and in industrial enterprises in general. The combination of traditional
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process cost system or standard-cost method with the modern ABC method in
the cost formation of the enterprise in the field of production of building
materials will allow to achieve high economic results [6].

Conclusions. Thus, the basis for improving the cost management process
is the continuous search, identification and development of reserves of reducing
the costs of industrial enterprise’s resources, its planning and regulation,
operational cost accounting and their classification analysis. There is also
important to stimulate saving of resources and reducing of costs, which aims to
improve the efficiency of financial and economic activity of the enterprise in the
field of production of building materials.

As it was mentioned earlier, the production of construction materials is
related to high material costs and the need for its constant accounting and
control. For companies of this industry, it is worth paying attention to the
traditional process cost system or standard-cost method of cost formation, as
well as to consider the possibility of combining it with the modern foreign ABC
method to achieve better results.

Taking into account the constant development of the industry and the
emergence of new materials, businesses in the industry should respond on all of
these changes quickly. In addition, it is worth to pay attention to the continuous
improvement of technological processes of production of construction materials
and to apply new effective methods of formation and cost accounting of the

enterprise, which will allow to produce competitive products.
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