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Economic content of the «costs» category

Scientific problem. The main problem of
modern economic development is low competi-
tiveness of Ukrainian products due to high ex-
penses for its manufacture. Such situation is ex-
plained by the fact that directors and experts of
most enterprises do not pay proper attention to
costs management, although the environment of
fierce competition requires not only to plan its
accounting, but also to analyse and control costs
permanently, to search minimization ways.
Maximization of income is the main task of ac-
tivity of any enterprise and in order to get it,
economic entities have to pay considerable at-
tention to the costs, as at the same time, they are
the main limiter of profit and specifically influ-
ence the volume of products supply. But it is not
possible to get high profit while the major prob-
lem is to define the concept content of the
“costs” economic category. The “costs” concept
has a centuries-old development history. During
this period of time enormous amount of defini-
tions of this economic category, from the point
of view of different criterion of classification,
were given by both home and foreign scientists.

Analysis of recent researches and publica-
tions. The question of essence of the “costs”
economic category was investigated by the
leading home and foreign scientists. In particu-
lar, this question was investigated by such sci-
entists as P. Y. Atamas, I. A. Blank [1],
F.F. Butynets [2], S. F. Holov, R. Anthony,
L. Napadovska, Y. P. Pasternak [7],
AM. Turylo [10] and J. Foster. Despite the
large amount of researches that have been car-
ried out previously by scientists, the economic
literature still shows ambiguous definitions of
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the costs concept. Also, analysis of the litera-
ture sources has shown that in the works of sci-
entists two categories, that are called “costs”
and “expenses”, are usually investigated. Ab-
sence of unity in understanding of the content
on this concept considerably reduces the objec-
tivity of its understanding.

The objective of the article is to study and
generalize points of view of the economic the-
ory representatives in domestic and foreign
sources concerning economic essence of the
costs as an economic category, taking into ac-
count scientific achievements of scientists-
predecessors.

Statement of the main results of the study.
Any enterprise in the process of economic ac-
tivity has to make sure of its profitability. How-
ever, achievement of the desirable results is
impossible without costs incurring. Costs man-
agement organization has to be based on effi-
ciency, accuracy and the correspondence prin-
ciple.

Economic essence of the costs management
process is determined by such categories as
costs, expenses and self-costs. Difference be-
tween these economic categories, as character-
istics of the productive function of the enter-
prise, consists in the following. J. Schumpeter
marked that the costs - are “all costs of the en-
trepreneur that are related to production. They
include compensation to the entrepreneur for
his work, lease of his patch of land and the risk
premium...” [12].

Marshall A. calls “costs of different types of
labour that are directly or indirectly involved in
the production process, along with ... expecta-
tions, that are necessary for accumulation of its
capital used in the production, in other words,
all these efforts and sacrifices together ...” as
production costs, and he calls “amounts of
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money that have to be paid for these efforts and
sacrifices ... they make the price that have to be
paid for the proposal of effort and sacrifices
necessary to produce this product ...” [5] as
production expenses.

Modern economic encyclopaedia defines
costs as the use of material, labour, financial,
natural, information and other types of re-

sources in monetary terms to provide the proc-
ess of expanded reproduction. In addition to the
above, it is obvious that the self-cost is a mone-
tary value of the current production costs and
sales. The monetary values of price of eco-
nomic resources spent by the economic entity
in performance of any action form the concept
of costs (Figure 1).

Costs

L

in the economic content are

. . in respect of time
divided into costs P

objectively represent reflect

into production and sales
current

self-cost of the production simple production costs

into expanded production not reusable

costs to increase spending on

. investments
fixed and current capital

into development of the
non-production sector

costs for support and creation of objects of the social and
cultural purpose

Figure 1. Formation of the «costs» category

Source: developed by author.

The concept of economic resources as a
source, production tools and sales of products is
a fundamental concept of the economic theory.
There are the following types of economic re-
sources: natural (raw, geophysical), labour
(human capital), capital (physical capital), op-
erating assets (materials), information, financial
(monetary capital). In opinion of the team of
authors, “... costs are the financial costs to get
profits during certain period of time” [11].
Costs are formed at the expense of elements
that are related to the production self-cost and
payments from profit of the enterprise. Costs
are associated with providing of production
with resources, acquisition of materials, equip-
ment, remuneration of labour, repair of equip-
ment, payment of interests on loans, rental
payment, taxes payment and etc.

From the point of view of F. Drucker, analy-
sis of the cost changes dynamics lies in the ba-
sis of an effective business management: “...We
have to see the relationship and interaction be-
tween resources and results, efforts and
achievements, incomes and expenses” [4].

Osipov Y. M. investigates costs from the
point of view of trade and money management
as an economic environment of the enterprise
functioning [6]. Enterprise organizes economic
process through production management of the
economic goods (economic function), and car-
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ries out the direct productive process (produc-
tive function). The enterprise appears as a unity
of two organizational systems: managerial and
productive. According to the “Theory of econ-
omy” of Y. M. Osipov, “all components of the
production process — are its factors, as they are
involved in the production process through an
exchange as products™ [6].

Economic activity of the enterprise is based
on cash flows. Money form a starting and stop-
ping points of every economic cycle. Enterprise
starts the economic cycle with prepayment of
costs - it invests money, that in a result have to
grow, to produce new money, to return with the
increase of income (Figure 2). Monetary funds
advance money for the purchase of production
factors that have the use value and have the ca-
pacity for productive interaction that provides
production of additional cost. Factors are in-
volved in the production process as the use
value. Its use is not only consumption of value,
but at the same time, it is a creation of a new
value, a new benefit, that embodies the new use
value. New economic benefit is created and
implemented as the use value. The new benefit
is related to all the other benefits, it can be ex-
changed for any other benefit at certain amount
of the monetary units, at that, displaying its
monetary nature and reproductive function.
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Figure 2. Process of the value self-expansion by Y. O. Osipov [6]

All economic activity of the enterprise is
subordinate to costs and its self-expansion. The
economic cycle begins with the costs and it
ends with the costs as well. The enterprise fo-
cuses on the costs all the time. It is, so to say, a
“slave” of costs, its flow and change. The en-
terprise carries out its activity together with
costs and to form costs.

Such scientists as F. F. Butynets, V.Y. Plesa,
and Z. P. Ril suggest considering reduction of
economic benefits as a result of assets disposal
or increase of liabilities that are related to re-
duction of property assets (except for decrease
of the capital by means of contributions from
owners) as costs. This definition almost com-
pletely corresponds to the Generally Accepted
Accounting Principles (Standards) 1 “Financial
Accounting General Requirements”. The term
“costs” is given here in the meaning of: de-
crease of economic benefits in the form of as-
sets disposal or increase of liabilities, that lead
to decrease of property assets (except for de-
crease of the capital by means of its removal or
distribution by the owners)” [8]. But S.F. Holov
does not agree with such interpretation of the
concept. He presumes that the costs by no
means relate to property asset, production costs
lead to appearance (increase) of assets, in par-
ticular — WIP (work in progress).

R. Anthony and J. Rhys determine costs as
expression of the monetary value of the re-
sources used to reach certain goals and identify
them with the “self-cost” notion. In other words
- the costs are determined by usage of resources
that have to be shown in the money measure-
ment for a specific purpose. We disagree with
the proposed identification because the self-cost
is expressed only in the monetary form, and
production costs are expressed both in the
monetary and in natural forms[2].

The large economic encyclopaedia defines:
“costs are production payments in the cash or
cashless form that are related to the production
of goods, implementation and grant of services
with its further sales”. We presume that the
concept is defined not fully, because such types
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of costs as financial costs, operational costs,
costs from participating in the capital and etc.
are not mentioned.

According to I. A. Blank, costs (operational
costs) — are expressed in the value form of costs
of material, labour, not material and financial
resources to carry out operational activity of the
enterprise [1]. Y. P. Pasternak, in his turn, con-
siders costs only as expenditure of the monetary
resources to buy resources to provide the pro-
duction process [7]. In our opinion, the above
mentioned statements reveal the economic es-
sence of costs not to the full extent.

Considerably much attention is paid to the
costs by the academic economists that investi-
gate management problems. First of all, they
are interested in management of costs of the
enterprise. In particular, M. H. Hreshchak and
0. S. Kotsiuba interpret costs of the enterprise
as “volume of used resources of the enterprise
in the monetary measure for achievement of a
certain goal...As far as is known, costs can be
of two types: investment costs (one-time) and
current costs” [3]. M. I. Trubochkina, studying
problems of the enterprise expenses manage-
ment, judges from the axiom of identification
of “costs” and “expenses” concept. To her
opinion, ‘“costs of material, labour, financial,
natural, information and other types of re-
sources in the value expression are expenses of
the enterprise” [9]. A. A. Turylo and
Y .B. Kravchuk affirm that costs are “the value
expression of absolute amount of applied-
consumable resources that are necessary to
carry out production and economic activity of
the enterprise and to achieve the desired goal
by the enterprise” [10].

Determination of “costs” concept becomes
complicated with parallel existence of the “ex-
penses” concept in Ukrainian language, and of
separate “expenses” (entry losses), “charges”
(production costs) and “spending” (period ex-
penses) concepts in Russian language.
L.V. Napadovska thinks that charges are con-
nected directly to formation of the production
self-cost (works, services) in the process of
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economic activity, and costs, as decrease of
economic benefits during the reporting period
are connected to increase of liabilities of the
enterprise that leads to capital decrease.
Conclusions. The analysis of economic lit-
erature sources allows to make a conclusion
that quite often authors, lighting up the prob-
lems of costs, use “costs”, “expenses” and
“self-costs” concepts ether in identical, or in
different interpretation. As costs are expressed
as self-costs, a number of economists make
these concepts equal. Others disagree with this
opinion and are sure in the opposite idea.

Summarizing the indicated definitions of the
costs concept, we can make a conclusion that
there is no single approach to define essence of
the costs concept in the economic literature, it
is ambiguous, sometimes controversial and has
certain disadvantages.

In our opinion, it is rational to call stocks,
fixed assets, labour and intellectual resources
and also reductions (payments) of obligations
of the enterprise to the budget, creditors and
other legal and natural persons fully or partly
used in the process of economic and financial
activity of the enterprise, as costs.
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Hoesuru AlNK

MiHarponoJiiTHKH NOrJau0JI0BaTUMe MisKHAPOAHY criBnpanio y 2016 poui

«Po3zmupenHs MiXKHapOJHOTO CHiBPOOITHUIITBA — OAMH 3 MPIOPUTETIB AIsTBHOCTI MiHArponomiTHKI
VYkpainu B 2016 pori. 30kpema, MIIaHYEThCS aKTUBI3yBaTH MiSUIBHICT MO0 YKIAJACHHS YrOJl MPO 30HY
BUTBHOI TOPTIBJII 3 Iep)KaBaMU-TapTHepaMu Ykpainu — I3painem, Typedunnoro ta B’eTHamom», — Haro-
nocuB MiHICTp arpapHOi HOJITUKH Ta MPOJOBONIbCTBA YKpainu Onekciit [TaBneHko.

3a fforo cioBamy, y miiaHax MiHicTepcTBa Ha HACTYNHUI pik — MiANUCAaHHS YTroa Ta MeMopaHayMiB
PO CHIBPOOITHUIITBO B Tally3i CUTBCHKOTO rocrmoaapcTsa 3 [HmoHesiero, [Hmiero, Kuraem ta Icmaniero.
[IponoBxkaTbcsa NeperoBopu 3 M>KHAPOAHUMH Ta PETIOHATPHUMH (HiHAHCOBUMH 1HCTUTYLISIMUA 3 METOIO
3anmy4yeHHs (IHAHCOBHX PeCypciB, 30KpeMa 3 MixHapoJHO (PiHAHCOBOIO KOpIopalliero, Mi>KHapoTHUM
0aHKOM, €BpOINEHCHKAM OAaHKOM PEKOHCTPYKINi Ta PO3BUTKY Ta €BpONEHWCHKUM iHBECTHUIIHHUM OaH-
KOM.

Taxox nepeadadaeThes IPOBEACHHS IBOCTOPOHHIX EPETOBOPIB 3 KEPIBHUKAMU BiANIOBITHUX MiHicC-
TEPCTB Ta BIIOMCTB 1HO3EMHHX JIEPXKaB 3 METOIO MOIMYJIAPHU3AIlil BAPOOHUYIOTO MOTEHITIATy arporpoMHu-
CIIOBOTO KOMILIEKCY YKpaiHH 1 MOTTHOJICHHS CIIBPOOITHHIITBA 3 KJIFOUOBUMH MApTHEPAMHU.

MiHicTp 3a3Ha4MB, MO JJIsl PO3MIMPEHHS MIKHAPOIHOI CIiBIIpali Oyze MPOBEJACHO Psia JBOCTOPOH-
HIX 3yCTpidel 3 mpeJcTaBHUKaMu €Bporneiicbkoi Komicii, a Takok MpOBEICHO YepPToBi 3aciiaHHI MiXk-
YpsIIOBUX KoMiciit 3 Apabcbkoro PecniyGumikoro €runer, KoponiBetBom Cayiechka Apasis Ta KuTaiichb-
koto Haponnoto Pecy0iikoro.

IIpec-cryacoa Minacpononimuxu Yxpainu
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