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Determination and Control of Production
Costs in Putlic Mwnufacturin, Frterprigses

INTRODUCTION

(a) etermination of Production Custg

Production costs in any industrial enterprise can be deternined in two
aspects :
a. Tretrospective one, ex post, in the system of cost accounting,

b. prospective cne, e. ante, in tne system of cost planninge

Both aspects of costs ueterminetion arc very importint ror any system
of control of productiun costs,. E: -1 control congiste of compurison of
the fectual stute o1 some ccoromlc process Wity 1te cesired postuluted stele
and in deterninstion oi causes 0i uifferences among themy on this DOL18,
necess: ry meaiures are chosen anc appiied in order to attaln tie rostul  ted

gtate of the proccss i1n uestion,

Comparison oi prroduction costi of the same conmoditizs or services produced
in the same enterprise in tio uitterent periods of time, for in.tance in two
consecutive years, is tae simplest system ol their control,  owever, simple
observ: tion oi dillcrenc. s between procuctior couti ir cifferent periods of
time, hae a very limit d efilclencye The very re:son of aetoruination and
control ol prowuction cosis iu improvement ot i conomizatlun of productive
processes in industrial enterprises. Thi: requlic: uinute examinution of
production corti incurred, detertiration of all 100 tant tactors liecting
their level anc choice 0l nasures to be applivd 1n orcer to diminish tiais
level, By analyzing procuction coist incw.red and progjecting uifferent measures
aiming to improve eccnomic efticiercy 0of prouuctlon IOLESE2H, NG choosing anong
alternative neasures, unaveldably souwe sccount o1 tae cotimates efiiciency of
these measures i ust be made, waiclh results ir. cetormining estimcted or planned

production costs for {uture periout.

(b) The Systew of Letermination sud Control

Therefore in the oystci. of deternlnction nu control oi prouuction costs

in most cases three uifl.rent levels of theve costs appear

a. Pactual productior cosis incwrred
b, Plannea or po:utulated costs tor che currcent period of time

¢, Factual procuction costs in the current period
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All three levels of production costs ou,ht to be compared and analyzed, and
therefore determination oi costs in w1l thaece uLppﬁfs ought jo be based on the
same principles, These principles uare aefined by tarrets of cetermination and
control of production costs and by cpecliic conuitions ol eccil enterprise @
tle size end ctructure of it prouuction, tecinology ind tcciniqued applied,

org.nizational systen, skill znd experience oi staff employed-cte,

The .:.0ct direct and imvort.nt tar .t of < termination and control of
production costs ic to acliver information for auclusion-mcking at uifferent
levels of management. Tuic inforiration hus tc wetcimine m.terial and personal
factors aftecting production costs : cconomic efiiciency of wifferent materials
ueged in production, ot diifwrcnt tuchnolo.i:sel rroc:se s applicd, of personal
cbility and responsiiiiity oi single workers anc tucir rours employed in pro—
cesres of production, of the erficiency ot the orgunizational systc. ctce In
thit sense tlie system oi cetcreination :nd control oi prowuction cotiv, supplying
informetion for decision-mzking, is an instrwuent oi ir ternsl management of

industrial enterprises,

In the public sector, industrial enterprises usually are not complctely
indepenuent in their dzciuions, being subordinated to some external authorities
s, for instance, in tae cuse of Poland, Bo.rcs of Unions o1 k.teiorises, uniting
all enterpriscs of the same incustriul branch. These authoritics inveootigate
production costs of ceparate entcrnricus, make comparative studie:. ol cousty of
rroduction of seperite commoditice procucca by cifferent fuctorics, ¢ice in
¢ nrch of information for dicisi.n-n kine at th. level ot tanc industriol branch
and cven on th. level oi the whole natilonsd cconomy, concernin,; .or instance,
gpeclalizetion of soms enterpriscg in ~roduction ol deteruained conioditics,
localization of new inveutuwents, ctec, Rosults ol such studles de end te a
great extent on compurability ot intormatiovn, Celiverce by Glifirent enterprises,
That is why upper—lcvel cconowic orgariwations imposc upon subordin: ted enter—
priscs standardi:ea .ystems of dctormination ol production costs, preoerving
comparabi:ity of data, supplied by all cnteidrivec, The Ltandercization of
systems of «. teruin. tion ou procuction wounti ic <lwiys acvisable, 2lgo 1n cascs
when it is rnot iwposed by adwinictr tive measurcec, bocause it enabl-s each enter—
price to prolit from the experience of otnwr cnterprises ot the sam industirial
branch in improving cconomic etiicicney o. Truwuctivne. Lot penescl Leinelples ol
costs plannin, and accountirg can be stanucrcized noi only within cercrate vrancaes
of the nctional economy, but also vitiin the whole induwiry belon ing to tie

public sector.




FUNDAMENTAL PROBLENMS

Common principles of determination and control of production cosis,
obligatory for all public industrial enterprises or unly for cnternrises of
the same incustrial branch :nd prescerving comperabiiity of in.ornation delivered
by these cnterpriies are very («ncral oncs, In cich g puritc enterprise they
ought to be detuilized wne adopted to 146 bpecillce conuwltion: , resulting from
its size, organization ctce  Wiwen civablisiiing the system of o wrmination of
production costs in plunrin; sor futaie periods o8 well ac in accounting for

past periods, the .ollowin,, [wnac..ntial problems must ve sgolved @

(a) The choice of calculation units:

A calculition unit is 2 ne..eurei-ent unit of product usually vxpressed in
physical unite - riccrs, mcter., kilogrzis, etcs whica is to be the olLject of

calculation of unitary couts oi procuctiuvn,

From the point of view of tne calculution procedure taere are distinguished
principel calculation units - eleaents of Lacic nroduction of the ent.rprise -
and aurxiliary calcul ttion units - rrouducts or scrvioe: prouuced for the internal
use by auxiliary cepartments of the nterprisc, P'or 1nstance, 1n an engineering
factory, different kindu of machines produced can be comsidered as principal
calculation units, Hovever, uniti ot electoic oower, .roduced by an clectric
generation unit stationcd at the plant sito, and used in «ifferont acpartients of

the factor should be¢ determined ae wuailliary colculiotion uniths,
? B

Among principal calculsation unite tuere arc .ometlies di: tinguished final
ones, final products for salc, and transitiorcl ones, h i linished products,

elemennts for asvembly citc,

Prin:ipel calculation units cun be cetermined in a cetailed way as physical
units of each separate kind of product, o1 in an aggregated way, as physical or
conventional units of groups of similar iroducts. For exaaple, in an engineoring
factory, all kinds of eng;inus procuced can b considered as separate principal
calculation units, measured by piwces, or simii.r cn,lnces can be groupeu in one

regatea item, measwiod in worse=-pow.r units,
. '

In Polish practice, for tae sike o1 cumparsbility of cocts of production
in all enterprises of the smac induactrial breich, principel calcul:tion units
are determined in a stenc rdized way by boarus of unions of induetrial enterprises,

Aggregated calculction units are aere cpplicd to a greut extont, For inctance in
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the Polish steel =nd iron industry, custings produced by foundries arc calculated
in groups determined by their weight, C to 5 kgs, 5 to 25 kgsy, 25 to 50 kgs etc.
At the same time enterprises are wutiorizcd to celeulate some prircipul kinds of
cestings scprrately for their internal purposcs, provided tiaat calculwtions
presented to the union ol enterprises nrce iguin ajgregoateds S0, for instance,
foundrics supplying motor cor faciories witii ¢ngine casings uctermine them as

separatc calculction units,

When orgunizing the system oi deteriination ol prouuction coste, cspecially
in ceveloping countries, it is adviecble not to woteruine too meny principal
calculation unite, Excessive aetsilization o1 calculotion vnteils exorbitant
extension of aocumcntation anu cogts ~ccounting, comtlicater transiormation of
data with on increasing risk of misiakes, LWercfore it is wvisabl. to limit
individual calcul ition of unitury costs of production only to principual prouucts,
representing a cerdinal part of the ;lobrl production, (rouring other products

in aggregated units.

Calculvtion units, once chosen for costs deterninution in a certein industrial
branch or entcrprisc, should not be ch.n;ed tco oiten, Compax ::bility oi costs
depends to a grect extent on preservation of tac samc principles ol thelr
groupment, N tur.1lly, according to chang:s of tie structwe of pruwuction, ncw
caleuletion units auwst be introcduced whon some old ones disoppeil, ouch pertial
caanges o1 calcul:tion units wo not eficct compirabllity of production costs of
t.c seme prouwucts, but & gencral chang e of calculction urnits connocted, for
instance, with a chan,u of criteris applicd ir jroupin, simil.r prouucts in
aggr(ated calculition wiits usually madies unitary cosis not comparable and

deprives them ot voluc lor cnolyticerl purposes,

(b) The choice o the system of clasgificition ¢u corts

Costs attuciacd to wopore to caleculation unlis in tae iorm c¢f tacir unitary
costs are the [indl rosult ol tue com.ilcited procecur o1 calculation, The
first stage of this rroccuurce is clessificution e ,roupment 0t costs according

to establichew criteri-,

Costs first wppeur as outlays, determincd in their kind znd woovunt, o8 ior
instance the valuc of mite.icls put into prowuction, wages ond salorics paid,
contributiuns trensferred to tne socicl insur nece syotern, etca In inany systcms
of accountancy,costs are first clissified "by kind" nna rocorded, =ccoraing to

their neture, on scparato accounis for coch of them.

-




-5 -

In Polish industrial enterpriscs of all branches, a stindardized system of

classification of costs by kind is applicd, containing the followin, items 3

1. wages and sclaries ,
2. contributions to the social inegurance system

3. deprcciction, amortization of fixed funds.and fixed capital

4, materials uscd

o energy

6. costs of productive s.rvices supplied by other enterprisce

Te trensportation

8. repairs

9. othcr costs of matcrial character

10, costs of not materi.l charicter, for instance interests on bank credits, local

taxes anug fees te.

This system 1s sometime s considered as too fur uetailized and sugger tiune are

made o« to 1t sampliiicotior, especiilly in smcll enterpriscs, Such sy;gestsions
. . 1
could be interesting wlwo for developing countrics, lIor wnutunce, E. Tercbucha

roposes ¢ systew of classificotion, contalning only tic four {following itemst
p Y y e ¢

1, matericls used
2. depreciation of tiae fixed capital
3. wagces, salaries .nd contributions to the social ins.rance fund

4, other outlays.

In order to orsg nizc the system of cuturmination une control of production
costs for industricl enterprives, it scems advischle to stirt with simplified
costs classific tion, With tiue incre.asing cxpericnce of the waministrative
staff, simplificd systeims crn be developed 1rto moiw detiiled ones, ~ccording to

growingy needs of more detriled inform tion on the structure ol costse

Classificc.tion .f costs by lind is only tia. gtarting point for ~nalytical
transformction ol recorded or plenned vutloyses  The firot stace of tails transformes
tion consists of . division of couts into tuo groups ¢ costs connected with
productive activity of the cnterprice ond coswte connected with it not productive
activity. . In miny countries industrizl cntorprises = ospeciclly public onig -
besices their bisic productive nctivity, c¢xercise some scciil functions for their

workers and employees, conct.uctin, wnd ndminiitratin, uwelling houscs, hospitales and

Rachunkowosé kosztdw przedsicbiorstw przenwslowych/(;oets accounting in Industrinl
Enterprises, varsaw 1967, page 99.
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out—petients departments, rcst houses etc, (osts connceted with social services
and oticr kinds oi not productive aotivity ought to be separcted from production

costs,.

In further considerctiuns wo shell acal exclusively with production costs,

lczving cpart costs of not productive cctivitics, Heving in mind, thot the
tine.l result of trersformation Af costs is to be uvteriination oi unitvery costs
of sep rite. calculction units, we must divice o1l proauctive coste in the second
stage ot trincform:stion into two groups ¢ dircet onus wnd inuirect vnes. virect
costs arc those walch cin be cir.ctly attiched to sepirste calculation units. In

the Polisn nenufocturing industry the following costs are cunsidercd e¢s direct oncs:e

1, Direct materials
a. raw mcterinls
b. other bavic mnterials
Ce AaUXilitxry . tcricls
d. Wroppings

e, fucl ind cacrgy of technologicul character
2, Direct wa (s, tog thivr with contributions to the social insurance fund

3. Other dircet costs
2. specicl coulvment und tools
b. patterns, ticencos, models
C. productive sirvicos supplied by other entexpriscs

d, othcr wir.ct cocts

The distinction of productive coste from not-pioductive cogts in the first
stoge of trenstorm tion, ind then the distinction of dircet costs from indirect i
oncs within the :roup or procuctive cootse in the second stage of tronsformation,
arc based on tin prim ry documentitivn vi 1l owti-ye of tie cntorprisc. Tiere=—
tore, this document.tion must coni:in all tuo nocosinry o tion or tuls purposc,
indicating tor it nee, not unly kind, guentity, price .nd vieuwe of motericls used,
but (1so tie org niz tion unit of tia entoririce o oplyin, tneso o terinde, cele

productive cepirtment, soci.l sorvice «te., destin tion, oo brele mi teriul for

defin.a crlcul. taion unit or midrten nec wm tori 1 sor toochiniccal © guipment, ctc.

In the srme woy pryrolls s primcry documonts of outl yos on age e 'nd sedorice must
indicote org-piz tivn.l units of the cntorprise, cmployin; workoers and cmployees,
For deter.inctivrn of virvet costs of woees, rcaiticn:l cocwunentation i nceded, con-
telning infornation os to the naober of workin, nvwg, retes per hour anu total cost

of lebour usecd by procuction of ceeli scuerately celeul-tca unit of product.
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In general, systcuws of costs tronsforuct ¢n, calculction anc costs

documentation arec ttrictly interrel -tod, E.ch wor. w ti.lcd system of czl-
culation requircs aacition:l docwacnts, zdcitior:l work comvected with tucip
preparation, tostinr, 1 coruing tc. It is une reacon 0a. for biannin, ith
simplificd systernwe of (ot rilr: t1on and cortrol ot productivn couts, .speci: lly in
conultions in wihiod skilliw “dmlrictr tive stoff 1. s8C.rce <nc¢ no vanerlence in

this ficld i¢ yot  ccumulateds

In Polisu pr.ctice, sup rate industri i entorprises, accordin, to tacir nued
in morc detoided control of procuction costs, v cntitled to de triled Ciret
costs within 1t s, ruoted @ vovo,. For iniinnce, 1r "oliua wtool mille dircet
costs of w teri- Is used are rocordee in 2% seprrote doioa g ddal WXwa . Lot tO
control costs of provuction in « viry o % 1lod LY It 10 o ver iicous ry e
underline, th-t in tu oo factorics, rcwountney na erleuwl: tiun v. cobts ro

fully mech.nizoa,

Indirect couts of prouuction are thesc, wilcn con rot te uireckly “.tt.chec to
separate products, ~s for inctonce depreci. tion of t. canic .l Cqul;me b cmpluyee by
proauction of wifferent procucts, re tericls 'nd lobour uees by meintr.nee nd
repairs of tiu.o equi-ment ote, Indircct costs ire rot ,;roupea by procucty, tut
by plices of their gener-.tion. Thiis eipreiiion usully wenotes urg nle tion:d
units of the enterprice, wiaich . ctivity causcd outlays, cuiiiuured (f inaircct

costs of procuction,

For the gencr-ti.n of inaircct costs of procuction, 11 acpe rticnt: of
principrl proctction ro distingudshed scparately, .ccoruing to tae tecimologic:d,
orgrnizationzl and terrdtori. 1 structure of tuc enterrlice For in.t-icu, in
faectory producing agriculturel cquipument in Crudzl.ca, IOl nd, «oach 16 . vl ume
size industrinl enterprise, there cro five princip 1 mroductive woupart. onts
distinguished es sepirate 1l ces of costs sencration, noooly, io.nury, forge,
mechinic, cirpentry :nd @sembly dep rtmento. In mor. detialed systems of coste
determination aopplicd by big entoerpriscs, preductive wen 1t ante o be aivived
into scver.l scparcte pli.ces of cocts gen. rotion, Mor in: tenceyln fktoliurgac
HYorks in Crwcow, .. very biy -na modcrn foetory, procucing b9 iiiion tonn i teol
and steel products ycorly, indircct coests of the steol will e primuat (o Lube
divided by sections, Morter ovens, electric ovens, . tc. wnu wituln scctioiu by,
workstcnds, e.g. Marten ovens of 100, 300 ane 500 tons cipncity, conoldured g

seperate plcces of costs jencratione

i
i
,i
i
1
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Determination of pleces of ginerstiun of inuirect costs in procuctive
departments should be made according to the tocimological, orgrniz:ctional and
territorisl structure of the enterprice enu it should be connected vith the
responsibiiity of monogors of distinguished departuents, ccetiung or worksaops
not only for techniccl running, but ~1lso for coests of the subordinated unit.
Vhere there 1s no deterained rosponeivility or acfined persons, detazled
cccounting of indircct costs by incdication of picces woulid Lo uselcss, In
smcller enterprices cnd cven in bigoer oncs, whicho.only st.rt to opernte &« system
of couts deturminstion nd control 1t cin be the ¢ e oo mny industrisl entore
priscs 1n developlng countrics. It 1 cevineble to bogin witn simplified
cleosification of plices of generation of inuir.ct coste, <ven ud to rocording
all 1ncirect costs of prouuctivn on one o rog. ted sccounte The deteilization
of thiu zccount could we tuen proceded step by stong together vith perfection of

documentetion re oy o nlg tlocwl level of the enterprice,

In devcloved syster s of e terminstion ol production costs, separate places of
generetion gf indirecct coots ore congidercd not only »roductive doportments of the
enterpric ¢, but - 1so ruxili' ry uncs, Au.ily ry uepartuaite cre werlined as
tepertments of auxilirry prodaction, for instonce, - »poor gencration unit
strtionced ot the plant wite, ne otucr ~uxiil. oy scrvices, trongport:ticvn, purcuaase

and scles deprrtients etc.

Letermin tion of tiosc ploces of genvention o1 incircet costs depenue rgeain
on the sige and org.rilgotivral ctructure of the entoerprines For ingtrnce, in
such a huge enterprisc oo the [letillurgic .orks in Cracow, thore ;e the

followin,, aggre,. tuce placo. ol Lcucretion of indircet coots of prouuction:

l. Energetic doprrtrent, scetiens of clectricity, witer, compr. gscd oir and

ges supplying services,

24 Tronsport. tion department, scctions of internzl reilways, automobile trinsport

and oth.r meons of tr.nsportation,
3, Hepairs deportment.
4, Patterns inc tools dep. rtmente
5¢ Purchasc¢ departuent.

6, Sales departuent.

7. Magasines. ’ : . -
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It must be once uore underlined, that in c:ch ccsey detcrmination of nlaces
of generztion of indirect costs in cuxilicry dop:irtacnts must be connceted with
dctermined rosponsibility of porions for the mrnogement or ¢oci service, In
rddition, the tdequo te @ocwent tion of costs must be or,cnisea in suco 2 woy
tiit o ch 1tem of outliys con bo nttoched to cofined orginizationil wnite ol he

enterprive,

The third stoge of tronsfor.: tion of coste O prowuction @ the caleul:tion of
unitery costs of lrcady actirmined crlcul. tion units, For tuis rurpose the next

problem of dctcrminiticn na control of productivi costs must be solied, nimelys

(c)  The choice of the systen ui crleoul. tion

The syctern of culeul tion = when civreet coots of production of separate
crleulvlion units sre rlrecdy wesincd — actoruines metuods of wivision of indircet

costs umong the sc units, 1in order to «cotoblish their fin l wiltery costs,

Principal ¢ lcul. tion units, .angle tincl products or ti ir STOUDL 1n rygregated
units, cn be subjected to o leul. tion ot wirt.ry costo in quontitaics we ternined by
the period of time. of 4. ir nrocuction, or byt ot oruer 0L ta Loyl In tac firet
casu calcul~tion of unitery cowt. or dolined mrocucts com i.cs i 1r guintities,
produced within = ¢e tormined perio. of time v 10 mOst cosow nivntinl, 3 1n the cecond
Ci.8¢ 1t comprisco cwrrtiti 8y vtpritoly ordor d by ouyiors, independently ot the
pariou of productior, The Iiret syste. is usu 1ly pplicd by ntorprioes, producing
blg quentitice of stond rdized procucts, The wocone tynten i applicd when buycrs
derend trom the procucer some speciil outfit of ordoerad procucts, or whon short

scries of 1nciviauclized sroducts o produce .,

1t is neccssiry to unc.oriine, tht ta: choicce of montuly ~ruintitics of production,
or quentitics order.d by buy.re, or . ntiti.e cont. ined in geriveg as subjecte for
calculation of unitary costey tficct stirst of ¢11 the nctaoa of groupment ot direct
costs of production, which in ti. tirst croe ore collccted durin; the whule month
on ccrds of products; in thc s.cona ¢ SC on cerds 0. OT(eri or on ccrde of scrics,
independently of the p.rioa of time of prouductivn, It Wwuvs not aficet the system
of accounting indircct costo, wilch rre 1w ys detoeruined for uefincd p-riods of timc,
month, quarter of . year, ctes "noe then divided mong c-leuwl.tion uni's ieceorulng to
esteblished principles, In the systen of ¢ leul tion "Ly order', or by scries, whon
1n the current period or time some orcer Or soricr weou not complited, to nlrerdy

carried uirect cocts, an epproprizte p'rt of indircct coets is swaed, but the whole

calculation is not [inished. In the next perioe of tine new dircet -ng incirect
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costs arc added to cards of orcers or scrics, until the whole orcer or serics is
complctcd cnu finzl unitory costs of produced gooes, as the reegult of the division
of the global cost by quantity of procucts contiined in the orucr or serics, can be
cetermined, If the order oi s.rice wes storice .nd finisned within the sume month,
the differcnce between colcul. tion by nontaly quntitics ¢nd by orcerced quintitiecs

appear only in the colleciion of airici cooti.

The systc of civision of itcircet cocts wmmon ¢ lculition wate cen be
orginized in different woys, cccording to the ch racter ou production and specific
conditions of the enterprise in guc stiolie In the Polish wcnuficturing industry,
the systen is generilly cpplice in w.iich indircet coste, accumil.teod 1n groups, are
cdued to seperat. itums of aircet coste oi celculition unito, cccording to "keys of
division" cet. blishea for crch _roup of inuirect cowto. This :.ysturﬁlof‘ cdlculation
is exceuted in steges, in which firet oi ¢11 indirect co: ti, rocorucd by ploces of

their generction, must be og regnted in the tollowing loups ¢

1, costs of purcii s. in. storage of m:tericls
2 costs of running of princip:l productive departients by depurtments
L. . 3

3. gencral costs of norogcment and administration

4. costs of sole,

Aggreg. tion of incircet coste requir.s. divisidn o1 costs of c«ll cuxiliary
depcrtmenty cnd services auwon,, productive depertivnts, genorel costs of mcneagement
ctce. To taiw murpusc, cuxisiery ccolcul tion units con be cpplicds For instonce,
when the troneportetion scrvice io seporeted 2 en independent ploco of sener..tion
of indircct costs, its total costo ought to Lo divided wnong the rurchase service
‘nu sl siervice, It ¢ he donc by o ternirin,, o convertion 1 unit or trins-
portotion cervices, for ingtince, one uour of umploym. it oir o truck or one
tonokilo—mcter tonnnge, multiplicc by cistince of trinsport.w Joous, Tut.l coste
of tae tr neport tion scrvice s tacn divided by tac globil nub.r of cunventionocl
unite, detoruining the "unitary pricc' of the service, Tion, ..ccorcing to the
document tion oi trrnsportition s orvices dulivereu to otiaer acportacnte or gervices
of h¢ cnterpriscs, tacs: wep o stnents oo chirgod with costys ou tre cportetiorn, In
this wry, costs rccorded on .ccounte 01 tucoe wepirtrunte 1nCr. s, nu costs of
the trinoport.tion sorvice as o separate pluce ol , vnerntiun ol indir.cet costs
discppunTe In . similir wny, co«ts ol tiao cnergy st(..tidn, conpidired o o
separate plice of _encrition ol cocts, cin be dividea among cilier ceparteents,

comct'mus also among productsy i nccimsory, me.curement oo V1Ces cvXlst, using

poner units oo ~uxiliiry calculetion unitse 41l costs collcctud on the account
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of the power stotion arc then diviged by the tot 1 nuuber of 20> units produced,
deteruining their unitery pPrice, waicua surves to chiz,. othoer deportuents with

the costs of cnergy, -ccoruing to ti. nwaber of unit: UL,

The syste of uxili ry production anitsPequires woque oo docwaent. tion of
S¢rvices procucoed in cuxi:i ry cenirimente sno of their oupply to otucr aenortuento,
When such documernt tion docs not txist, o more simpliticd actiod ot oreg tion of
indirect costs m-y Lo ..ppli. d. ror inwvtarce, costs of the ti nsport tion de prrtment
could bu civiced uen. tne pwcnrse S.rvice ne the lus corvied ceoralny to tiho
valuw. of goous purcicscd rnd sold, Lucll divicion 1s not no c Lerrily  noccurnte
one, but it roquircs no speci 1l docunent. tion cnd PreServes 21t G time o cording
indircet couts Ly pl.ces of tuuir gon. ration, ne it ie very imort.nt from thne

point of view of tiiwir cunirol,

Indircet coste, courog tow in four groupsy sce 2bove, e wiviued cumong
principcl crlcul tion units, final products or t . ir rgeregited groups, rccording

to dcte.mined koys ot divisicn.

Usuclly, s the key for divici.n of custy ol purch. s¢ nu vtorege of motoricls
is applied, their percontroc rel tion to ti tot.l value ol uiriet matericls usce in
the period of tine, for which c-lcul:tion is mede, accorcin . to the foimule

PSC x 100
qm

VDM

where q, - key of the division, in porcentoge
P3C - aggregatea purchese 'no stor.g. costs

VDM - vilue of direct motiri ls uscd,

The multiplying valuc of circet w teriils used in production of scprrcstc calcul.tion
unite, the omount of indir.et coste ot vurch s¢ na storrge to be reded to its

celcul 'tion of unitery coste is dotoerninod,

It must be mentionod, tast tic key for wivigion of purchcsc ana storsge couts
was determinced in relotion to the velue of circet weteri is uscd, thougn thesce costs
&rc¢ ccused by oper. tions connectud with pwech se  nd Stortg. v terirlg,  Tucre=
fore, in pcriods whon greoter socwonnl otocks oo moteri le -r. mecumul:tod (nd the
diffcrence between the vilu. oi wir.ct .. t.riils purch  sed ne te. V.lue 0l uircet
nietericls used guts som. importance, thic denomin:tor of - formul: wust bl ircre:sed
by the velue of net invertorio: cccwnul: tod, Cunseqguently, costs of nurcni s¢ cnd

storage of i teri.ls 6o not add to tac ,rowuction, but tu. v:luc of accunndated
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stocks increcses ite avcrage price., Finally, dircct costs of m-tcericls will
incrcige when the accunuletod stocks will be uscd in production. T.c kCy for
division ol inuircct costs of principrl productive ued.rtunts, running costs, is
usually dctermined o8 the percentage reli tion of tuccc costs 1o uircct costs of
weges sno contribution to tac sociil insurence fund., Thacsc keys arc est. viished
for e~ch procuctive wcpirtient seperately, -ccording to ta. forumlag

qQ = RC x 100 \

DL + ol

where Q@ - kcy ior civision of incircct costs of .. productive depcrtment,
running ceite, in p.rcentcge.
RC - cggrug tod running costs of tuis deportment.
DL = totnl ~mount oi dircct costy 01 Weeeb in tais duportment.
81 -~ dircct costi of centributiors to tiac socicl insurrnce fund in

this aepsrtiint,

By rultiplying uircct costs of woges inu corntribution to tiiw socicl insurance
fund of ecch cclculs tion unit by tuis key, the ameunt ou inuirect running costs
~rc deternined ~nd con Lo odecu to cileulation of unitiry cousti ol vrouuction

of tuis cclcul. tivn unit, finel procuct or grouy O. tin.l products,

The key for civisiun of gunersl costs ol wrnggeniont inu administration
is usuclly aotoriined as the perceninge rel. tien of theee costo to the totel ocum :

of r11 dircct co.ts of production, i.c. costs oi purcassc cnd storage ol miterials

and running co:t. 0of procauctive deprtucnts, i ccorcing to thne formulea @

q = GC x 100
DC + PSC + RC
with

g
GC - totzl sum of guncer:l couts

key for civisien of jenmeril costs of moncgement

DC - total sum of circet costs oi production, ‘

The otucr cymbols were .lre. .y defincd :bove,
ngein, in cclculrtions of unitury costs of products or ticir groups, the
amount of ccnerel costs to Le tdded to cici caleul. tion is doetermined by wulti-

plying this key by appropricte sums ol dircet :nd indirect cowts.

Finally, the khey for the division oi cocts ol sale is usuclly detormined @B
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the pcroentage relation of tais group of indircect costs to the valuwe of products
sold evzluzted ot selling prices, cccording to the formul-~ 3 |

9, = 5C x 100 e e

VoP
with 9y - key for division of costs of sale

SC =~ costs of srle

VSP - weluc of procucts uold.

By cdaing, on c-lcul:tiun crrds to dircct couts, indircct coots of purch: ses
‘nd storage of miterisls, rualing costs of proauctive uep rtments .nd gencrel costs
of m n-gunent rnd ‘drintotrotion, production costs oi ¢ leul- tion units ore
determined, Production costs inere s ¢ by costs of £xlc iforn full prime cosis

of ecld products.

A simplificd cx mple of tic ¢ .lculstior c.rd, uscd in Polish cngineering

industries, is o~tt ched . supplcucent 1,

Besic principles of th: system of Getermin: tion of production costas, cxposcd
above, rre rnplic-Lle os well for d- terwinetion of frctucl cucis of production,
costs wccountoney, s for woetermin tion of postul ted conts of production, ~nd cost
plonning, M-turally, in ootn ¢ sUsy sowrcesy of 1ndorm tion  nu wetuwous of
deterninition of costs ro¢ o Littl. Wifforont. FPreow 'l costs 'ro weterninod
aceoraing to dotr suppli-d by docw.ont tion, Pl nncd costs oo detormined on the
b. sis of rnrlysis of f ctu 1l custs in p st porious, tugr on the o 1o of different
projected improvements oi tocaricrl  na opondzetion 1 ocwr cter in productive
processes and otner s.ivices ol bta. wnterprise cnd on ti estimetion of imprct of

these luprovauents on sep rtte ftuus of co. ts of prodaction,

ORGAI' IZATIONAL QUEFSTLLLS

The system of wctereincstica o cocte of prouuctl r org nized on principics
cxposcd (bove permits tac orgirizition of compar. tively of:icicnt system of
control of these costos  Outliys ricorded by 4. ir kina, ¢ven 1n minutc clossi-
ficrtion, ‘re ha-dly subritt ble to ny .n lytic 4 centrol oo cruse of lagk of
determined connecctions bctwoer tooir -nounte ne jprocuctivi activity of the cnter-
prisc, Only ~ftor regroupmert of difforent 1tems of ot ccording to their
"becrers", 1,c. procucts or roups 01 procucts [or uircecet costs, plrees of
gener-tion for inLlruct.COutS, connectivns of ¢sul chr cter “ppecr cle rly,

Tnercfore, control c¢f coctes of productiun ou;iit to be mede by tacir berrers,




beginning with dircet costs of principal products.

(z) Control of dircct costs

ircet coste 0. @ tericls used for production of cich seper-tely crleulted
product ought to bu cx-mince by cowp. rin_ qu.ntities of matcericls uscd per unit of
product with qu ntitics pl nnud or c.termined by tecimicnl stond rase lihen
plrnncd quntitics or stondnrus 4o noi Lx1st, L rtities of nmoterl ls uscd in
rn~lyzed perious cor be comp rec with qu ntiti. s uscu in prst pericds. If some
diffcrences ppesT botween toctuw 1 -ne powtul” ted p. st air.ct w teriil outl oy,

their roesons should be doternined -s in the cree of bod or better (u 1lity mo tericls,

chrnges in technology, 1nere ses Or ciminichments of defocts cruscd by workers, cice

f1so frctu 1 rnd pl nncd prices of cir.ct L~tori 1s used oucht to be comp rid "na
differences botween thon = if there ro ny — ouyght to i clu;rcd UDe Especci 11y
in crses when tac qu 1ity of witeri-ls ro chrng.d, thoeir prices siwculd bu
cerefully exemined in cie.r 1o cst-blish whetie.r prices of m teri ls crc proport—
jonal to their utility in production cnd wictacs thelir substitution wrs justiticd
by final diminishwent of cocts of -roduction or by tin. incre sud cclling pricc ol
producte mrde of botter o tericlse Contrel ol dircet costs ol wies consists of
comprrison of frctunl . no noctul wted, or stondcrd, or prst qu rntitics ot work

time used por unit oi product, .lobi.ly or in scn rote tecanologlcer L onors t10ng,
cccorain: to o triliz-tion ot d 1, of wunitrry rotes Dur vl one ol tot-1l cost

of wnyCSe 211 diffor necs occurring be tween ticse o i ghould o LA oadined Cna
their cnuses — 1t powsible — ciavulu b do termined. Qu-ntitics oi work time ner
unit of procuct, ¢« xpr.sein; 1 buur procuctivity, in most ¢ S.8 Cepule On the skill
of workcts, on tuc or, niz tior ol productlve yroccises, digu to supply of
materinls ~nc energy to o c.. workuhop yconst nt re-gdiness ol meciine tools tor
tccnnicAl oper~tiong, tronoport tion of vroducts lrom une workin, post to rrotacr,
ctCay On qu lity of w tirs 1s rn. w-li=finioac¢ mrocucts ~pplicd in preduction,
ctce Lo teruir-tionm ot imp ct or th.oso 1 cters on 1 bo 2 procuctivity som times

¢ nnot be ni-de on tie b wis of norm 1 cogwaent tion unly nc require specirl
investigotions on workin, poutooe Howev. ©, 1n ontoopriccs @ oplying, the st nd.rd
costs ~ccounting systen, nor.:l cnleul tion € Tus ¢i nroducts -r. rocorded. At
the srme time, st ndord "no f ctu l quwntitics of work time for o ch opelt tivn, 'nd
11 ucflcetions from ¢tondord ro currently recoracd on speel: 1 docuents, with
dctr iled vaplonstions of tlelr 1.0.80N6e In the o me w ¥y in thc syston of strnuird

cost rccounting, frctucl ‘ni stand rd gircct costs of mpteri le used are rcecorded
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with currcnt ¢xplonntion of rll diffcrences, Thot 1c way the syoten of stondird
cost ~ccounting ~llows the control procuction costs ¢ Le conc dceply ond efficicntly,

rether thon tic troditioncl systoens, in wiaich coste ~rc controllcd on the time of

their crleul” tion, in most < 2.8 monthly,

All inuircct co:ts shoule be contiuilea Dy 1wvcms ccording to splied
clessificntion, wialceh cuntaine tiv s me items, .8 the cl-ssiti . tion of coute Yy
kind, ~t th ir pl:cis of ,.n.r tion. tontrel of couts conilsts Acre 7 1n in
cumparison oi tuoir plrnned 1.wvel witn the foetucl one, fhu plinnoed lovel of
inuirect oonte is usu lly <. o.rined by me ns of ¢t nd rds or norme, - stiblished
for c~ch kind o1 costs, For ingt nco, coits ou mr wrizle used in srouwnctive
depart.cnts ¢ n be w8t Ulishod with too norm of .- 4uri: i Sor conuerv: iion puer one
Localre tool o te, Lot ol wryvs ne selirics ore ost bliviied with st-nd rde of
emplojinert of cuxiiil oy workers wu t.cliniciono contreliin: procuctive DIOCLE.LCES,
«nd with st nd-res 0i thoir unit-ry we s or 01l rics, cte. wnen controlling
indirict cones rll thise «t nd:ros, or - vhen suca ut nd rde do noi oxist — fictors
of costs in p st purlods of time hive tc be comp rew 1th L octuld ¢Xpunditures, ~nd
wanagers of orgonic. tionl unilte considertd e osep rote pl cls of gner-tion of

indirect costs, ought to cxplian ~1i the wiffuronces noted,

(v) Countrol of inuircct costs

For ncede of inwrn 1 wrrnogoment of 'n industri-l ont.rprisc, control of dircct
costs by prouucts, 1i nuavssory, limit d to most import nt prouwucts -.n¢ control of
indircet cont by pl e & of thiir gener tion, is the woct import. nt, beeouse its
resilts e'n be dircctly uwicd for doclsions, :imii, to ilmprove «conomic efiicicncy
of production, Unitnry conts of prowuction »: &ndividunl procucts or of their
groups. -ccording to pplicd syo.ons ur coleulntion wnite, @ ol limited use in the
opcrotion~l cortroil ol procuctior costo, They ro o pruioe winly in different
cstim: tions of runt-bility of production rnd in compor-tive studics of coste in

different cnterpriscs,
CONCLULION

it 10 hrrd to c¢stinte cconomic officiincy o: systuems of coetermin tion nd
sontrol of prouuction costs scp~r-tcly from othier me-surcs of monrgcnent of

2

industri.l cntorpriscs, 8 1t oo octited -t ke beginning of thie prper, autermino=
tion :nd control of costs supply only inform tiur for ducision-mrkin, by the

m regement, cne thercfore tacy ki ve in tuemcclves no wircet offcet ¢n cconomice

e
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efficiency cnd rcntcbility of thoe cnterprisc, On the other hond, decisions

cre mede without ~ppropri- te informction cnd their -ncolyses nre hardly to be
cxpected to be the right oncs, Deteriinotion »nd control ol production

costs discov.rs wuenk points in orgoriz.tion cnd t chnology of tac unturprise,
permits the c¢stim tion ol cconomic «ffects ol wiirfvrint possible improvements,
but 11 tnis inforn tion rumrins uscless without ~dequrte decisions nd thcar
conscquent imploment. tiun, Beth sides of tuc procese of wwnigement, collection
‘nd tr nsform.tiin of inrornstivn on onc side, na decision-mzhing ind 1ts
implecentrtion on the otacr side, arc strictly interrcl-4ed, (no their offccts

crn be me: sured only in conjunction,
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WTION CARD No, see

Q!‘der NO. vee
Product A

@antity 1,000 vicces

D-te of bt,ginning evecsene
Date of compl.tion ., PP

W ———-

. S . - - v -

1.

3.

4.

5e

é.

Te
8.

9.

10,

Dircct nnteri-1s

detriled specific tion ~ttr.ched
Purch'sc na etor gu costs 2%

Direet wo,us nd soci~l insur:nce
~s  Depirtiert I
bs Dep-rtuent II

Indircct runnin: costs

e Doeprrtmont I 200%
b. Dep-rtment II 150%

G.ner:1l costs 3%

Tot~l procucticn costs
Production costs pcr unit
Sclling price per unit
Cost of srle 2%

Totcl unitery prime coste, T + §

Costs zlons

4,000
80

500
600

- | " 1,000
900
. | 230

7,910
7,91
8,50
0,17
8,08




12.12.73





