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YHPABJIEHUECKHWX PEIIEHUM

Summary. The issues of calculation of cost and the registration of
expenditures have always been topical, especially that they are intended to the
reorientation of the accumulated experience of accounting at the direction of the
solution of new problems. The decisions of the managing circle can be effective
if they are based on the analysis of the relationships between cost, volume and
profit. During the analytical research, we have studied “cost-volume” and
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“cost-volume-profit” relations among the most important indices characterizing
the industrial activities of the organization, whose analysis has a great role in
the matter of the management and control of costs. The analysis of the
production cost structure is an important tool to make managerial decisions
about the production and sales of output. This allows to estimate the
relationships among products selling price, production and sales volumes,
marginal profit, direct variable costs per unit of output and fixed costs.

Its practical application, in our opinion, will lead to the provision of
information for making managerial decisions on the following issues related to
the production and economic activity: assessment of marginal profit,
contribution margine and financial stability, decisions on the expediency of
continuing or stopping the production of the given product, make or buy
decisions connected to the raw materials, pricing decisions for the new
products, decisions on selection and renewal of production technologies,
development of a more effective manufacturing and sales plan.

Key words: cost, analysis, break-even point, case study, marginal profit

Annomayun. Bonpocwt yuema 3ampam u pacuema cebecmoumocmu
6ce20a ObLIU AKMYANbHbIMU, mMeM Oojlee umMO OHU HANPAGIeHbl HA
nepeopueHmayuio HaKonieHHo2o Oyxeanmepckozo onvima. Baowcnoe mecmo 6
cucmeme  YNpAGIeHYecKo20 yuema 3aHUMAion — 8ONpoOChHl, CEA3AHHbIE C
npuHAmMuemM U 000CHOB8AHUEM YNPABIEHUeCKUX peuleHUll, npedicoe 6ce20, Ha
OCHOBe NPOBEOEHUsl AHAIU3A 83AUMOCBA3U 3ampam, 00bema Npou3so0Cmed u
npubsiiu. Pewenus pykogoocmea mozym 6vims 3¢hghekmusnvimu 6 mom ciyuae,
eclu OHU OCHOBAHbL HA AHANU3Ee COOMHOWEHUs 3ampam, 00véma, npubvliu. B
X00e aHaAIUMUYecKo2o Uccie008anus ObLIU U3YUEeHbl COOMHOULEHUS. « 3AMPAmbl-
00veM» U «3ampamvl-00vbeM-NpUdLLILY KAK Haubollee 8adiCHble NoKazameiu,
xXapaxkmepuzyroujue npousso00CMBeHHYI0 0esiMelbHOCIb 0P2AHU3AYUY U AHANU3

KOMOPbIX Uspaem GajiCHylo pojb 8 YNpasleHuu u 6 Koumpone sampam. Taxum
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00pazom, ananuz CmpyKmypbl npou3800CHMEEHHbIX 3ampam SA611emcst 8ANCHbIM
UHCMPYMeHmOoM OJisl NPUHAMUSL YIPABIEHYECKUX PeuleHull 0 npouzeoocmee u
peanuzayuu  npooyKyuu. Mo NO36011em OYEeHUMb 63AUMOCEA3b  MeNCOY
OMNYCKHOU YeHOU NpooyKyuu, o00veMamu npou3eoocmea u npooaddc,
MAPAHCUHATILHOU NPUOBLIBIO, NPAMBIMU NEPEMEHHbIMU 3aMmpamamt Ha eOUHUYY
NPOOYKYUU U NOCMOSIHHLIMU 3AMPAMAMU.

E2o npaxmuueckoe npumenenue, na Haw 632150, npusedem K
npedocmasienuio uHgopmayuu 0 NPUHAMUS YNPABIEHYeCKUX peuleHull no
CREOYIOWUM  BONPOCAM — NPOUIBOOCMBEHHO-XO3AUCMBEHHOU  0esIMEeNIbHOCTU.
OYEHKA MAPAHCUHATILHOU NPUOBLLIU, U UHAHCOBOU YCMOUYUBOCMU, PEULeHUS O
yenecooopasHOCMu NPOOOJINCEHUS. UTU NPEeKPAUeHUsT NPOoU3B00Cmea OaAHHOU
NPOOYKYUU, UYenecoodpasHocmu npou3e00Cmed HOBOU NPOOYKYUlU, peuilenue
NOKYnams Ui npou3eo0ums cbipbe, KaKue yeHvl YCmaHo8Uums Ha npooasaemyo
NPOOYKYUIO, KAK ONpedeiums ee GHYMPEeHHUL AUMUM, peuieHuss no bloopy u
0OHOBIEHUIO MEXHON02ULL NPOU3B0OCMEa, paspabomka Oonee 3¢hphekmusrnozo
NIIAHA 8bINYCKA NPOOYKYUU U NPOOANC.

Kniwueevle cnoea: 3ampamsi, auaiuz, mouka 0e3Y0blMOYHOCMIU,

memamudeckoe UCCJZQOOGQHUQ, MAPIHCUHATIOHAA I’lpl/l6blflb.

Statement of the problem. In parallel with the development of the
market relations, there is a necessity of review of the issues concerning both
theoretical and practical calculation and control of expenditures in the current
RA industrial entities. The issues of calculation of cost and the registration of
expenditures have always been topical, especially that they are intended to the
reorientation of the accumulated experience of accounting at the direction of the
solution of new problems which stand before the entrepreneurs, and the
application of new approaches is exclusively serving for the interests of the

latter.
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The decisions of the managing circle can be effective if they are based on
the analysis of relations among cost, volume and profit.

Analysis of recent researches and publications. The study of
theoretical and methodological foundations of CVP analysis during the
managerial decision making process, are devoted the works of Armenian
researchers: Grigoryan L., Poghosyan M., Sargsyan A.. Foreign scientists, in
particular Kondrakov N.P., Vodopyanov 1.V., Drury, Gautie Etal, Enkeleda
Lulaj, Etem Iseni and others have made a significial scientific contribution to the
researched problem.

Formulation purposes of article (problem): During the analytical
research, we have studied “cost-volume” and “cost-volume-profit” relations
among the most important indices characterizing the industrial activities of the
organization, whose analysis has a great role in the matter of the management
and control of costs. It is possible to provide the information base of the
mentioned analysis only through the information received by the system of
variable expenditures [9].

We have presented diagram 1 showing the relation of the volume of
production and expenditures per unit of production for the further study of the

dynamics of the production volume and costs.

T

100 150

Diagram 1. The ratio of the production volume and the costs per unit of production for
the production of the “Van” LLC

Source: the diagram is prepared by the authors
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The “cost-volume™ ratio, in comparison with the normative calculation or
full distribution of expenditures, exposes the profitable and expensive sides of
the production, because it can show the zones of variable and fixed expenditures
in the volume of the production, which is most important during the analysis of
the voluminous production and production of different assortment.

Using the regularity of the “cost-volume” ratio and replenishing the profit
from sale with a curve, we come to the “cost-volume” ratio, which shows the
expected mutual relations between the amounts of profit and the general volume
of expenditures in case of different volumes of the production.

The main material. The volume of the production and sale of output,
when the profit is equal to zero, is the critical volume of the production, when,
in fact, the difference of the amounts of variable and fixed costs of the
organization and the sale revenues of the organization is equal to zero [1, p.
167], which can be expressed with the following equation:

PrxQ—-VC XQ—-FC =0, (Equation 1)

where:

Pr — unit selling price,

VC - the variable costs per unit of product

FC — fixed costs

Q - the critical volume of the production

It proceeds from the abovementioned equation that the critical volume of
the production can be determined with the quantitative expression, correlating
the amount of the fixed costs with the difference of price of the sale of unit and
the variable costs per unit according to the following equation:

Q =FC/(Pr—=V0(). (Equation 2)

The denominator of equation 2 is a marginal profit of the unit of
production; the latter is a part of sales income that is directed at the
compensation of fixed costs. [1, pg.170] It comes to the following: if the

marginal profit satisfies the covering of all the fixed costs, the organization gets
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a profit, and vice versa. In table 1, the calculation of marginal profit of each of

product assortment of the organization under research is presented.

Table 1

The calculation of marginal profit of “Van” LLC individual product
types in2019

Product Assortment Sales VVolumes, \Variable costs Marginal profit
(thousand AMD)  ((thousand AMD) (thousand AMD)

A 1 2 3

Apricot jam 48 * 1100 = 52690 48 * 685 = 32838 19852

Walnut jam 58 x 1300 = 75400 (58 x 858 = 49764 25636

Cherry jam 34 x 1039 = 35326 34 x 722 = 24548 10778

Fig jam 30 x 1350 = 40500 (30 x 1435 = 43050 -2550

Strawberry jam 35 x 950 =33250 35 x 884 = 30940 2310

Total 237166 181,140 56022

Source: the table is prepared using the information received from the management
of the VAN LLC

It is clear from the table that the marginal profit is gained from the sale of
all the product types except fig jam. Fig jam variable costs exceed the price of
sale, as a result of which the marginal profit is not provided by this assortment.

Analyzing the marginal profit in case of all the assortment, we may see
that it (56,022 thousand drams) in case of this sale volumes (237, 166 thousand
drams) does not satisfy the compensation of fixed costs (61, 860 thousand
drams) for the period under review and the formation of profit, i.e. The sale
volume of output is less than the point of balance, which brought to the
appearance of loss of 5838 thousand AMD (table 2).
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Table 2
The results of the “Cost-volume-profit” analysis of the production
of the “Van” LLC in 2019

Figures Amounts, thousand AMD
A 1

Revenue 237,166

Variable costs 181,140

Marginal profit (1-2) 56,022

Fixed costs 61,860

Profit/ Loss (3-4) (5838)

Source: the table is prepared using the information received from the management
of the VAN LLC

Making use of the above, we have tried to clarify the minimum volume of
the production when the company does not have loss, and later also receives
profit. It means that we have determined the critical volume of each of the
assortment or in other words the balance point or the break-even point, when the
marginal profit is equal to the fixed costs. As each of the assortment has
different variable expenditures and sale price, it will be necessary to conduct the
following steps in order to be able to decide the break-even point on each line:

1. It is necessary to observe the sale volume of assortment having
minimum sale price as a basis for the conduction of calculation, which will be
conditionally mentioned as Q. [2, pg.257-260]

2. It is necessary to express the volumes of sale of other assortment,
profit and variable expenditures through Q (table 3).

3. To compile the equation to calculate the break even point of the
production (see the Equation 1).

71059Q-5712Q-61,860=0
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Table 3
The calculation of the critical point of Product Assortment
of “Van” LLC in 2019

Product Assortment [The Sales volume presented asa  [Revenues, \Varible costs

ratio with the volume of the product|(thousand (thousand AMD)

having the lowest selling price AMD)
A 1 2 3
Apricot jam 1.16 Q (1100/950) 1100 * 1.16Q 685 * 1.16Q
Walnut jam 1.4 Q (1300/950) 1300 *1.4Q 858 * 1.4Q
Cherry jam 1.1 Q (1039/950) 1039 *1.1Q  [722*1.1Q
Fig jam 1.42 Q (1350/950) 1350 * 1.42Q (1350 * 1.42Q
Strawberry jam Q 950 * Q 884 * Q
Total X 7105.9 Q 5712 Q

Source: the table is prepared using the information received from the management
of the VAN LLC

It follows from the equation that the critical volume of the sale of
strawberry jam is equal to 44,3 c.u. The critical volumes of sale of other
assortment with the natural and cost expression are presented in table 4. So, for
the “Van” LLC to overcome the profitability limit, the volume of sale of jams
should be at least 267,4 c.u.

In the event that the product sales volume exceeds the critical volume, the
organization will start to make a profit[7. pg.77-85]. If there is a structural shift
in the total volume of output, the Sales Revenue, marginal profit and profit will
change. The critical volumes of sale will change as well. The analysis shows
that the salling price of fig jam is lower than variable cost per unit. Suppose the
management staff of the company decides to increase the price of fig jam from
1350 AMD to 1450AMD.
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Table 4

The Critical Volumes of Sale of Van LLC’s assortment in units and in

sale revenues in 2019

Product Assortment Break-even Sales units, Sales Revenue at break even point,
cond. units thousand AMD

A 1 2

Apricot jam 51.3 1100 * 51.3 = 56386

Walnut jam 60.6 1300 * 60.6 = 78754

Cherry jam 48.4 1039 * 48.4 = 50305.68

Fig jam 62.9 1350 * 62.9 = 84928.5

Strawberry jam 44,3 950 * 44.3 = 42056.5

Total 267.4 312430.7

Source: the table is prepared using the information received from the management

of the VAN LLC

Considering this case, we have calculated the break-even point in the new

conditions. (Table 5) Putting the data of the table in the Equation 1, we get the

recalculated break-even points.

Table 5

The recalculation of the Critical Volumes of Sale of Van LLC’s

product assortment

Product Assortment [The Sales volume presented as a ratio Revenue, Variable Costs,
with the volume of the product having the thousand AMD  thousand AMD
lowest selling price

A 1 2 3

Apricot jam 1.16 Q (1100 / 950) 1100*1.16 Q 685 * 1.16 Q

Walnut jam 1.4 Q (1300 /950) 1300 *1.4 Q 858 * 1. 4Q

Cherry jam 1.1 Q (1039 / 950) 1039*1.1Q [722*1.1Q

Fig jam 1.53 Q (1450 /950) 1450*1.53Q [1435*1.53Q

Strawberry jam Q 950 * Q 884 * Q

Total X 7407.4 Q 5869.55 Q

Source: the table is prepared using the information received from the management

of the VAN LLC

We can see, as a result of the increase in the Fig jam price, the

recalculated break-even point in sale units for the company has decreased
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from 267.4 to 249 c.u..
Table 5

The Recalculated Critical Volumes of Sale of Van LLC’s assortment with

natural and cost expressions

Product Assortment Break-even point | Calculation (Pr x Q)  Revenue, (thousand AMD)
A 1 2 3
Apricot jam 46.7 1100 * 46.7 51,370
Walnut jam 56.3 1300 * 56.3 73,190
Cherry jam 44.2 1039 * 44.2 45,923.8
Fig jam 61.5 1450 * 61.5 89,175
Strawberry jam 40.3 950 * 40.3 38,285

Total 249 X 297,944

Source: the table is prepared using the information received from the management
of the VAN LLC

Insights from this study and perspectives for further research in this
direction: Thus, the analysis of the production cost structure is an importanat
tool to make managerial decisions about the production and sales of output. This
allows to estimate the relationship among products selling price, production and
sales volumes, marginal profit, direct variable costs per unit of output and fixed
costs. Its practical application, in our opinion, will lead to the provision of
information for making managerial decisions on the following issues related to
the production and economic activity:

1)  assessment of marginal profit, contribution margine and financial
stability;

2)  decisions on the expediency of continuing or stopping the
production of the given product;

3)  make or buy decisions connected to the raw materials;

4)  pricing decisions for the new products;

5)  decisions on selection and renewal of production technologies;
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6)  development of a more effective manufacturing and sales plan.
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