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The cost management system plays an important role in every organization within the
decision making process. The detailed analysis of costs, the calculation of production cost,
the loss quantification, the estimating of work efficiency provides a solid basis for the fi-
nancial control. Knowing the costs represents a decisive factor for making decisions or
planning future activities.

Cost management is the process of ascertaining and accumulating the cost of product
or activity. It is a process of accounting for the classification, analysis, interpretation, and
control of cost.

Cost management is the process of accounting from the point at which expenditure is
incurred or committed to the establishment of its ultimate relationship with cost centers
and cost units. In the widest usage, it embraces the preparation of statistical data,
application of cost control methods and the ascertainment of profitability of activities
carried out or planned.

For cost management to be effective, it is important to identify and display all the
costs of the enterprise. To do this, it is necessary: to carry out cost planning, defining
guidelines for cost management, execution and control; determine the budget, evaluating
all the financial resources necessary to regulate the effectiveness of all company activities;
control costs by tracking all variable and fixed costs of the institution, as well as expenses
and losses, updating the cost base and budget; frequently analyze the information in order
to identify unnecessary expenses and better business opportunities.

The analysis of costs and directions for their reduction was carried out on the basis of
data from an open joint-stock company “Gomel Casting and Normals Plant” (OJSC
“GZLiN”), located in the city of Gomel. Currently, OJSC “GZLiN” is a modern industrial
organization with a fairly high potential, with sophisticated equipment and qualified per-
sonnel.

The company carries out the following main activities: agricultural machinery pro-
duction; production of castings from iron, steel and non-ferrous alloys; manufacture of me-
chanical fasteners (bolts, nuts, pins, rivets, axles, etc.); manufacturing of foundry
equipment, non-standard equipment; production of cold heading tools, dies.

One of the most important areas of financial and economic analysis is the analysis of
the cost. The cost structure is presented in table 1.

The table 1 shows material costs have the largest share in the cost structure. Their
share decreased from 57.03% in 2017 to 54.93% in 2020. Labor costs are in second place.
Their share increased from 27.73% in 2017 to 30.58% in 2019, but in 2020 their share
slightly decreased to 29.84%.
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Table 1
The cost structure at OJSC “GZLiN” for the 2017-2020, %
Period % Deviation (+, -)
Elements of costs 2018 2019 2020
2017 | 2018 | 2019 | 2020 related related related
to 2017 to 2018 to 2019
1. Material costs 57.03 | 53.36 | 54.05 | 54.93 -3.67 0.69 0.88
2. Labor costs 27.73 1 27.90 | 30.58 | 29.84 0.17 2.69 -0.75
3. Social security
contribution 9.73 | 9.77 | 10.70 | 10.61 0.04 0.93 -0.10
4. Depreciation 0.04 | 503 | 0.42 | 0.26 4.99 —4.61 -0.16
5. Other costs 546 | 3.94 | 424 | 4.36 —-1.53 0.30 0.12
Total costs| 100 100 100 100 - - —

The dynamics of costs at OJSC “GZLiN” for the 2017-2020 is shown in figure 1.
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Figure 1. The dynamic of cost 2017-2020 (thousand rubles)

The total amount of costs increased in 2018 compared to 2017 from 123444 to
141798 thousand rubles. However, in 2019 and 2020, the costs decreased and amounted to
130242 and 129813 thousand rubles, respectively. This situation is associated with a de-
crease in the volume of production. Material costs are the most important in the total cost.
Their dynamics is similar to the dynamics of total costs. Labor costs are the second largest
in terms of total costs. However, their dynamics is different: growth occurs during 2017—

2019, there was a decrease in 2020.

The effectiveness of the cost management system can be assessed using the cost per
ruble of manufactured (sold) products (table 2).
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Table 2
The cost per ruble of products sold at OJSC “GZLiN” for the 2017-2020

Period
2017 2018 2019 2020

Feature Name

Revenues from sales of products, goods, works,
services, thousand rubles 139412 | 161514 | 135168 | 129987

Cost of products sold, goods, works and services,
administrative expenses, expenses on realization,
thousand rubles 129045 | 139949 | 126551 | 123820

Cost per 1 ruble of products sold, ruble 0,93 0,87 0,94 0,95

The indicator of costs per 1 ruble of production shows the ratio of the total cost to
revenue, which can be calculated both for manufactured products and for sold ones. It is
easier to calculate this indicator for products sold, since the cost and revenue values can be
taken from the income statement (appendix to the balance sheet OJSC “GZLiN” "Profit and
Loss Statement" for the 2017-2020). The lower the score, the better, the greater the profit. If
the value of the indicator tends to 1, then the profit of the organization tends to zero.

The table 2 shows that the cost per ruble of sold products is high and continues to
grow. 2018 is an exception, the value of the indicator decreased to 0.87. The results indi-
cate a low efficiency of production activities and a high level of production and sales costs,
especially material costs.

Production costs occupy the main place in the cost structure of an industrial enter-
prise, concentrating the results of all areas of its activity. The problems of managing pro-
duction costs affect the solution of issues of planning, accounting, analysis, cost control,
and reducing the cost of production. It is important to determine the basic principles that an
enterprise should be guided by when choosing an option for organizing a production cost
management system, identify the purpose and roles of this system in the overall manage-
ment of an enterprise, and correlate these roles with the current and future tasks of the en-
terprise, as well as its specifics. Currently, the processes of managing production costs at
the enterprise do not have the necessary level of consistency and flexibility. There are a
number of problems, the presence of which is largely due to the following circumstances:
lack of due attention to the analysis of the external business environment when structuring
production cost management processes, difficulties in choosing cost management methods
and implementing these methods, insufficient development of criteria for assessing the ef-
fectiveness of production cost management.

To improve the cost management system at OJSC “GZLiN”, it is necessary to collect
information and test tools and methods to determine how management decisions affect the cost.

Directions for improving the cost management system at OJSC “GZIiN”:

— materials or resources used in the performance of the organization's activities
should be accurately measured;

—an assessment of the impact of costs on the change in the activities of OJSC
“GZLiN” was carried out;

—the amount of wear and tear of the organization's machines or equipment was
checked;

— conducting external and internal analysis of the organization's activities.

External analysis of the organization's activities will allow:
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— provide aggregate indicators of the value of stocks and the cost of goods produced;

— provide the total cost of raw materials, materials and components from suppliers.

Internal analysis of the organization's activities includes:

— providing information on costs for making strategic management decisions;

— providing information on expenses for operational control;

— providing information on the cost of goods sold, works, services, management
costs, sales costs;

— analysis of labor costs, labor efficiency, production cost per employee and em-
ployee working time;

— study of all indirect costs.

Thus, the identification of weaknesses, priority areas for improving the cost manage-
ment system, ways to improve it will allow OJSC “GZLiN” to reduce the cost of produc-
tion and sales of products, as well as increase the level of efficiency of economic activity.
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B mpou3BOCTBEHHOM Ipoliecce il U3rOTOBUTENS HanOosee BaXHO MOJIYYUThH BbI-
TOJy OT CBOETO MPOU3BOJICTBA, BCIICACTBUE YEr0 OH WIIET JIYUIIHNe BAPHAHTHI VI OTITUMU-
3alluy, HAIPUMeEP, 3aMEHa TEXHOJIOTHI 1 MaTepraiia Ha OoJiee jemeBble. B Takux cirydasx
Ka4eCcTBO IPOM3BOJICTBA MMAJaeT U CIPOC Ha JaHHOE HM3/enue yMeHblmaercs. Ho cymect-
BYIOT CHOCOOBI ONTUMHU3ALMK U3TOTOBJICHUS M3A€iHil 0e3 OOoJbIION MOTEepH KauyecTBa C
YMEHBIICHHEM 3aTpaT Ha IPOU3BOJICTBO.

BbI1 mpoBesieH SKCIIEPUMEHT TI0 PpacyeTy CTOMMOCTH IPOM3BOJICTBA 3y0YaTOro KoJjeca
mrametpom 33 M. O6mwmii Bec m3aenus cocrapisier 0,28 kr. s npumepa Obuia B3siTa CTallb
AISI 1035. Croumocts 1 kr cramu AISI 1035 Ha Genopycckoit Oupske ctout ot 1940 no 4000
6eropyc. py0. 3a ToHHY. 3yOuaThie KoJieca IMPOU3BOAMIMCH Ha 3aBOJIE METOJIOM KOTTMPOBAHHSL.

[Tocne monmydyenus gaHHbIX ObuTa co3mana 3D-monens 3y0uaToro Kojeca u MpoBee-
HO HCCJICIOBAHNE TOTIOJIOTHH JIJIsl HAXOXK/ICHUSI MECT ¢ HAaMMEHBIIeH Harpy3Kou mpu pado-
T€ JUIS TOCIEYIoNed 00padOTKN M yJalieHUs] HEHY)KHOTO Marepuana. B Hamem ombiTe
ObUIM 3aJlaHbl TapaMeTpbl 71 yMeHblleHus Beca uznenus Ha 30 %. Ilocne ananusa Oblia
nmoJydeHa HeoOpaboTanHas Moaens mectepHu BecoMm B 0,2 kr. [locne 06paboTku u3aenmst
OHa OyzIeT MPUTOAHA JJISl HCTIOJIb30BAHMS B IPOM3BOJICTBE.

Taroke 11 ONTUMH3AIMN TIPOU3BOJICTBA OBUIO PEIIEHO 3aMEHUTh MaTepHall JJIsl U3-
rotosiieHus mectepHu co cranu AISI 1035 na cranps 35. CBolicTBa JaHHOM CTalld HE OTJIU-
qarotcst ot AISI 1035, a ee croumocts coctaBisier ot 1150 1o 1267 6emopyc. pyO. 3a TOHHY,
u nipu 3amene ctamm AISI 1035 Ha cranb 35 npou3BOMTENH MOTYYUT BRIroay B 59,30 %.

[Tocne ananm3a 3y04aToro Kojeca U 3aMEHBI € MaTepraja OblT MOJHSAT BOIIPOC O 3a-
MEHE TEXHOJIOTHH MPOU3BOACTBA. [lociie n3ydeHus: BO3MOXKHBIX CIIOCOOOB TPOM3BOJICTBA
3y04aThIX KOJiec ObLIT BBIOpaH METOJ OOKATKH, TaK KaK MPH MOMOIIU TAKOTO METO/1a TOJIy-
Yaaich 0oJiee TOUHBIE M KAYECTBEHHBIC M3ICIIHSL.

[Tocne Bcex uccnenoBaHuil MOTYYHIIH 3y0daToe Kosieco u3 cranu 35 BecoMm 0,2 KT Ha
bpezepHOM cTaHKe MeTo/oM OOKaTku. [IpoaHanm3mpoBaB Bce BapHMaHTHI ONTHMHU3ALNH,
MOJTYYIJIM ONITUMU3AITMIO TIPOU3BOIcTBA HA Ooiiee 60 %.



