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1.2. Modernization of cost accounting for the production of 

ecological products: European vector of development  

 

Ukraine’s obtaining the status of a candidate for EU membership in June 2022 

proved the readiness of the European Union to more closely integrate our country into the 

European community, help to recover after the war and achieve high competitive 

advantages for obtaining EU membership. The candidacy made Ukraine a full participant in 

the programs and initiatives of the European Union, and became a trigger for business 

relocation to EU countries. The prerequisite for the entry of domestic entrepreneurs to the 

European market is compliance of their manufactured products with established standards 

and norms, in particular environmental ones. The focus on the supply of ecologically clean 

products determines the need for a complete reconstruction of both technical equipment and 

management methods. Accounting is an integral tool for effective management and control 

over the rational use of resources by business entities. Therefore, the issue of developing the 

theoretical and metoeuroogical foundations of accounting of business processes through the 

prism of the implementation of European standards is relevant. 

An important step on the way to European integration, which allows domestic 

business entities to compete freely on the world market, and investors to better understand 

the financial situation of Ukrainian enterprises, is the harmonization of cost accounting for 

the production of ecological products in Ukraine in accordance with the legislation of EU 

countries. It should be noted that bringing accounting matters into compliance is part of the 

policy of harmonization and unification of the legislation of Ukraine, the main task of which 

is to ensure the freedom of entrepreneurial activity in the European space. Today, the legal 

basis of this accounting policy is defined in Article 44 (2) of the «Treaty establishing the 

European Community». As part of the annual plans for the implementation of the Law «On 

the State Program of Ukraine’s Adaptation to the European Union»36 a mechanism for the 

                                                           
36On the State Programme for Adaptation of Ukrainian Legislation to the Legislation of the 

European Union: The Law of Ukraine on March 18, 2004. No. 1629-IV. URL: https://zakon.rada. 

gov.ua/laws/show/1629-15#Text. 
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direct application of international financial reporting standards (IFRS) was introduced 

in Ukraine, which is the main issue of adapting Ukrainian legislation to the acquis 

communautaire in the field of accounting. 

One of the most significant discussions in the modern accounting society is the 

establishment of a new role of accounting and analytical information in the system of 

making strategic and operational decisions for the management of production 

activities of enterprises on the basis of current IFRS. This issue is especially relevant 

in the context of companies’ desire for sustainable development, which meets the 

needs of modern society without risking the ability of future generations to meet their 

own needs. It is the increase in the volume of production of ecological products that 

have a negligible impact on the environment at all stages of their life cycle, from 

production to consumption and disposal, that helps to reduce the negative impact of 

human activity on the environment and improve people’s quality of life. It should be 

noted that effective production activity, at the current stage of the development of the 

bioeconomy, requires additional research, the study of a number of theoretical and 

practical aspects of the rational organization of accounting, analysis and calculation 

of the cost of ecological products, taking into account the experience of European 

countries. 

The process of market transformation of the cost accounting system at 

domestic enterprises does not always meet modern requirements. The main 

restraining factors include: instructional and methodical materials on the organization 

of cost accounting for the production of ecological products, which require updating 

and harmonization with EU legislation; insufficient compliance with modern 

requirements for the regulation of the display of production activity in the existing 

regulatory and legal framework; imperfection of primary documents on production 

cost accounting. The accounting policy and nomenclature of cost accounting items do 

not fully take into account the specifics of ecological production. Solving these 

problems will allow us to move to a new level of organization of cost accounting, 

increase analytical information and efficiency in managing the company’s activities 
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in accordance with the requirements of the European market. 

The European Union has extensive experience in the field of regulation of cost 

accounting and formation of production costs. The first standards on this issue were 

developed back in the 1970s, since then they have been repeatedly revised and 

improved. Today, Standard 2 «Production costs» is in effect in the EU 

(IAS 2 «Inventories»)37 which determines how the company should account for 

production costs, namely by including in the cost of production all costs that are 

directly related to production, as well as all general production costs that can be 

allocated to a certain batch of products.  

The main principles of accounting for product manufacturing costs in the EU 

include:  

– the accrual principle (product manufacturing costs must be reflected in 

accounting in the period of their occurrence, regardless of when they were actually 

paid);  

– the principle of correspondence (incomes and expenses must be reflected in 

accounting in the same period if they have an economic connection with each other);  

– the principle of completeness (all costs that may be related to the production 

of products must be included in the financial statements for this period);  

– the principle of prudence (all costs that may be associated with the 

production of products must be included in the financial statements for this period, 

even if their exact amount is unknown)38. 

In addition, EU countries have specific requirements for accounting for the 

costs of manufacturing products, namely: 

– Distribution of expenses for periods: costs that are not related to a specific 

period of production should be allocated to different periods based on reasonable 

assumptions; 
                                                           

37IAS 2 «Витрати виробництва» (Inventories). URL: https://www.iasplus.com/en/standards/ 

ias/ias2. 
38Alawattage C., Wickramasinghe D. Strategizing Management Accounting: Liberal Origins 

and Neoliberal Trends. London : Routledge, 2018. P. 77. 
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– Display of costs in financial statements: production costs should be 

reflected in the financial statements in the order in which they were incurred; 

– Display of expenses in tax accounting: production costs that are included in 

financial statements must also be included in tax accounting, except for cases 

provided by law39. 

Accounting for production costs in EU countries is a complex and multifaceted 

topic and is governed by many laws and regulations. In the course of the study, the 

main differences in the organization of accounting for production costs were 

determined in comparison with other countries. Thus, in the EU countries there is a 

mandatory system of cost coding, when each cost item must be classified by a certain 

code, which is determined by the national standard. This code allows businesses to 

keep records of costs in a standardized form, which facilitates their comparison. 

There are also special rules for accounting for production costs for certain types of 

activities. For example, for enterprises engaged in the production of food products, 

there are special rules for accounting for costs of raw materials, materials and wages. 

Also, in the countries of the European Union, there are rules for accounting for the 

costs of manufacturing products for certain types of costs, namely for research and 

development costs, there are special depreciation rules40. 

In order to ensure the reliability and objectivity of the financial reporting of EU 

enterprises, a number of requirements for accounting for production costs have been 

introduced: 

– costs of raw materials and materials used in the production of products must 

be included in the costs of manufacturing products at the time of their actual use; 

– labor costs of employees who are directly involved in the production of 

products must be included in the costs of manufacturing products at the time of their 

                                                           
39Aseen A. T., Idam A. K., Fashakh M. J. Creative Accounting Standards and its Techniques. 

Opción. 2018. No. 86. Р. 1611. 
40Nazarova H., Kashchena N., Nesterenko I., Kovalevska N., Kashperska A. Theoretical and 

Methodological Aspects of Improving the Functioning of the Accounting System. Amazonia 

Investiga. 2022. Vol. 11. Issue #54. P. 244. DOI: https://doi.org/10.34069/AI/2022.54.06.23. 
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actual payment; 

– costs of depreciation of fixed assets used in the production of products must 

be included in the costs of manufacturing products evenly during the period of their 

useful use41. 

The mechanism of cost formation of ecological products of domestic 

enterprises, taking into account the experience of the EU in the organization of cost 

accounting, should ensure the solution of a number of tasks, the main of which are 

not only the assessment and calculation of financial results, but also control over 

economic processes, management of costs for their implementation. Since by the 

formation of cost we understand the system of accounting for production costs by 

costing objects and the set of methods of calculating the cost of a costing unit, which 

is essential for the performance of these and other tasks, is the correct choice of 

objects of cost accounting and costing. In particular, the scientifically based 

definition of costing objects serves as a necessary condition for the probability of its 

results for a deep, comprehensive analysis of the company’s activities with the aim of 

identifying and mobilizing unused reserves, reducing the production cost of 

ecological products, forming the structure and composition of the analytical costing 

process for production.  

In the economic literature, considerable attention is paid to the issue of 

detailing expenses by cost items, which is the subject of a debate in which the 

tendency to expand the nomenclature of cost items prevails. However, not all 

proposals for expanding the nomenclature of cost items have been thoroughly 

studied. When determining the composition of articles, it is necessary to take into 

account the meaning, frequency of use, importance in planning, accounting and 

analysis, the possibility of distribution between types of products of each article. 

Grouping by cost items of the object of analytical accounting, and as a result their 

                                                           
41Algrari A. Y., Rebwar M. A. The Impact of Accounting Information Systems’ Quality on 

Accounting Information Quality. Reform of Accounting and Auditing Systems-Reality & 

Requirements. Kurdistan-Iraq, 2019. P. 4. 
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expansion, increases the information capacity of the accounting system. However, 

excessive detailing of information complicates its perception and does not give an 

opportunity to focus on the main directions. Detailing by cost items cannot be 

expanded indefinitely. It is necessary to actively use the metoeuroogical possibilities 

of analytical accounting, which allow forming information with multi-level 

hierarchical detailing - analytical accounts of the 1st level, 2nd level. On the basis of 

the organizational and technological features of environmental activities that we have 

highlighted, we recommend using the hierarchical structure of objects for accounting 

for the production of ecological products (Fig. 1.5). For all accounting objects (type 

of ecological products - production - production redistribution of the first order - 

production redistribution of the second order - production stages - processes - types 

of work) costs are grouped by cost items42. 

Information grouped by cost accounting objects must meet management 

requirements and is the basis for the distribution of costs between work in  

progress and finished types of environmental products, as well as for calculating the 

entire output and individual environmental products. That is, production costs 

according to the presented approach are taken into account for different objects 

depending on the purpose of obtaining information (control and regulation of costs, 

determination of the cost of ecological products)43. In order to satisfy the 

management of enterprises, we propose to establish a list of cost accounting objects 

in two groups. The first group includes cost centers, cost centers, responsibility 

centers. It is related to the consumption process and therefore satisfies mainly control 

purposes. 

 

                                                           
42Pylypenko K. А., Babiy I. V., Volkova N. V., Feofanov L. K., Kashchena N. B. Structuring 

economic security of the organization. Journal of Security and Sustainability. Issues 9 (1). 2019. 

P. 28. 
43Kashchena N., Nesterenko І. Digitalization of Environmental Safety Management as a Tool 

for Ensuring Sustainable Development. Integration Vectors of Sustainable Development: Economic, 

Social and Technological Aspects: collective monograph. Katowice: The University of Technology 

in Katowice Press, 2023. Р. 111.  
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Fig. 1.5. Hierarchical structure of objects accounting for costs for the 

production of ecological products* 
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The definition of the second group is due to calculation. The objects of this 

group are carriers of expenses, which can be considered as types of ecological 

products, orders of various degrees of readiness, works and services that have 

consumer value44. 

Cost accounting and costing are two stages of the same process; there is unity 

between them, but not identity. On the basis of the conducted research, we propose to 

consider the cost accounting method according to three classification features: 

periodicity of calculation, efficiency of cost control, completeness of inclusion of 

costs in the cost price of ecological products. At the same time, it is advisable to 

consider the given classification features independently of each other. Therefore, it is 

worth focusing attention not on the choice of any one cost accounting method, but on 

the creation of a cost accounting system at each advertising enterprise, which will 

ensure the solution of the set tasks given the specifics of the enterprise (features of 

technology and production organization, the nature of the products produced, 

opportunities, including financial and technical, introduction of new information 

technologies). It should be noted that in EU countries there are two main methods of 

accounting for production costs: 

– functional method - involves the distribution of production costs by 

functions, such as production, management and sales; 

– object method – used to allocate production costs by objects, such as 

goods, services or orders45. 

As a result of the fact that environmental activities are based on the fulfillment 

of specific orders, it is advisable to use the object method to determine the cost of 

ecological products at domestic enterprises. Under these conditions, the accounting of 

                                                           
44Davydova O., Chebanova N., Kashchena N., Chmil H., Protsenko V. Economic Activity of 

Enterprises: Methodical Aspects of Assessment. SHS Web of Conferences NTI-UkrSURT. 2019. 

Vol. 67. No. 06012. P. 3. DOI: 10.1051/shsconf /20196706012. 
45Corsi K., Castellano N. G., Lamboglia R., Mancini D. Reshaping Accounting and 

Management Control Systems. New Opportunities from Business Information Systems. 

Switzerland : Springer, 2017. Р. 27. 
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direct costs for the order will be organized on the basis of primary documents 

reflecting the consumption of materials, wages, and indirect (overhead) costs will be 

distributed between individual orders in accordance with the accepted basis. At the 

same time, all costs are considered work in progress until the order is completed. 

Report costing is made only after the order is fulfilled, which is a significant 

disadvantage of this method. The cost of a partially completed order is determined 

conditionally, based on the actual costing of a similar order, as well as accompanying 

conditions. Also, this method is characterized by a weak domestic regulatory 

framework, a low level of control over the formation of costs during the production 

of ecological products. In order to eliminate the mentioned inefficiencies and obtain 

more accurate differentiated information about the costs of the production process, 

we suggest using a variant of the modified object method. It provides for the 

formation of an order for a set of works, united by centers of responsibility. At the 

same time, costs for orders are grouped with internal detailing by types of work 

performed, which allows you to determine the cost price of each of them. This 

detailing of orders will allow for the gradual accumulation of costs, obtaining more 

analytical information, which allows monitoring the progress of work, the structure of 

costs, the expediency of their use46.   

The possibility of assigning indirect costs not proportionally to one or another 

base (salary, working time of machines, etc.), but according to a given and pre-

established norm is indicated C. Mulford та E. Comiskey47. At the same time, the 

accounting approach in all its manifestations was subjected to severe criticism. Thus, 

A. Khalleefah noticed that the accounting approach can only answer the question of 

whether this article refers to variable or constant costs. Because there are always 
                                                           

46Kashchena N., Nesterenko І. Digitalization of the Innovative Development Mmanagement 

Information Service of the Enterprise. Mechanisms for Ensuring Innovative Development of 

Entrepreneurship : monograph / ed. by T. Staverska, O. Mandych. Tallinn : Teadmus OÜ, 2022. 

Р. 240. URL: https://repo.btu.kharkov.ua/bitstream/123456789/31559/1/monograph_2022_ 

Nesterenko.pdf. 
47Mulford C. W., Comiskey E. E. The Financial Numbers Game. Detecting Creative 

Accounting Practices. Danver : John Wiley & Sons, Inc., 2002. Р. 33.  
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mixed articles, that is, their decomposition cannot be solved by accounting 

metoeuroogy48. 

As for the mathematical and statistical direction, it can be noted that it exists in 

three variants: D.R. Longman – M. Shifa; K. Rummel; A. Voltaire. In the first, 

metoeuroogy is based on the construction of correlation coefficients between certain 

types of expenses and the degree of employment; Rummel, calculates correlation 

coefficients between consumption (costs) and output of finished products; Voltaire, 

constructs cost curves based on regression coefficients49.  

The planned direction is implemented in the plankosten system (only direct 

costs are included in the production account). At the same time, the consumption of 

production factors is established in advance by volume, types and reasons, as a result 

of which the entire accounting system is oriented not to the past, but to the future. 

P. Rybel stood apart from these directions, who argued that indirect costs do not need 

to be distributed, because all the results of economic activity should be taken into 

account where they arise. Today, the distribution of indirect costs is regulated by the 

current legislation of Ukraine (Standard 16 «Costs»), and at advertising enterprises, it 

should be carried out taking into account the specifics of the activity. 

In the course of the research, it was found that in many domestic  

enterprises, due attention is not paid to the formation of accounting policy,  

and this negatively affects the accounting and functioning of the enterprise in  

market conditions. In order to ensure the reliability, completeness and comparability 

of accounting information, the enterprise should have a properly formed  

accounting policy in general, and regarding production costs, in particular. Its 

creation is a rather time-consuming process, because the enterprise has to take into 

account its assets and liabilities in accordance with the accounting policy developed 

                                                           
48Khalleefah A. M. Accounting Engineering as the Base for Enterprise Datadriven Decision-

making System Implementation. Science of Europe. 2020. Vol. 3. No. 48. Р. 26. 
49Vasilyeva T., Samusevych Y., Babenko V., Bestuzheva S., Bondarenko S., Nesterenko I. 

Environmental Taxation: Role in Promotion of the Pro-Environmental Behaviour. WSEAS 

Transactions on Business and Economics. 2023. Vol. 20. Р. 421. DOI:  0.37394/23207.2023.20.37. 
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by it for more than one year. Since each enterprise has its own peculiarities, the 

development order must provide for the principles, methods and procedures of 

implementation that are characteristic of its activity. The main factors that influence 

the formation of accounting policy include important consolidated characteristics of 

the economic entity (form of ownership, type of activity) and individual indicators of 

economic activity (average number of employees, profitability of products). Thus, 

when forming the accounting policy of a production enterprise, it is necessary to take 

into account the entire set of characteristics of the participants in the economic 

process. 

Due to the fact that a well-grounded adopted accounting policy allows creating 

reliable, accurate and complete information about costs, it is necessary to define a list 

of its elements at the enterprise. At the same time, it should be taken into account that 

today business entities have alternative options for organizing accounting in many 

areas of economic activity. That is why, based on the content and details of the issues 

disclosed in the accounting policy, it is possible to draw a conclusion about the 

competence of the company’s management policy.  

The formation of the accounting policy of enterprises that manufacture 

ecological products is recommended to be carried out according to the following 

stages (Tbl. 1.3).  

Thus, the rational construction of cost accounting largely depends on how 

justified certain objects of analytical accounting are. Their correct choice and 

practical application directly affect the organization of all cost accounting, the 

relationship between primary and effective information. Justified, aggregated and 

calculated in monetary terms by accounting objects, costs are the main prerequisite 

for reliable calculation of the cost of ecological products, planning and analysis of 

activities50. 

                                                           
50Кащена Н. Б., Нестеренко І. В., Чміль Г. Л. Управління інноваційними біокластерами 

в умовах цифровізації: організаційно-методичний аспект. Інфраструктура ринку. 2022. 

Вип. 69. С. 71-78. 75. URL: https://repo. btu.kharkov.ua//handle/123456789/21508. 
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Table 1.3 

Stages of formation of accounting policy of the enterprise * 

 

Stage Characteristics of the stage 

1 2 

Preparatory stage 

Determination of issues related to the accounting policy, 

selection of previously issued documents, analysis of the 

practice of using individual accounting methods 

Stage 1. Identification, analysis, 

assessment and ranking of factors 

influencing the choice of 

accounting methods 

Determination of specific conditions, phenomena and 

processes that affect the development of accounting policy at 

advertising enterprises is the entire set of characteristics of 

participants in the economic process 

Stage 2. Determination of 

accounting objects for which the 

accounting policy is developed 

The object of the accounting policy in the study is the costs for 

the production of ecological products 

Stage 3. Selection and 

justification of accounting policy 

elements for each method and 

object 

The list of elements of the accounting policy regarding the 

production costs of the enterprise must contain: a list of cost 

accounting objects, a working plan of accounts detailing 

account 23 "Production" by sub-accounts of the 2nd and 3rd 

order, a list of articles of production cost calculation, a list of 

constant and variable costs, overhead distribution base, normal 

production capacity 

Stage 4. Designing the selected 

accounting policy 

The selected accounting policy receives an appropriate design 

in order for it to satisfy the formal requirements for it 

The final stage 
Control over the implementation and execution, identification 

of non-euroiks and introduction of appropriate changes 
 

* Author’s development 

 

The conducted research showed that at this time general production  

costs (GPC) constitute a significant share (about 22%) of the cost price of  

ecological products, and in recent years there is a tendency of their growth.  

The existing practice of accounting and distribution of overhead costs at the studied 

enterprises does not correspond to the specifics of environmental activities. With the 

introduction of new technologies, there is a decrease in the labor costs of workers in 

the manufacture of ecological products and an increase in indirect costs for 

automation. Therefore, the method of absorption of overhead costs must be changed, 

otherwise the calculations of the cost of manufactured ecological products will be 

inaccurate. 

Since the mechanism of distribution of GPC affects the object of taxation, its 
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application must be justified accordingly when forming the accounting policy at the 

enterprise. It is necessary to determine for which articles it is worth keeping an 

analytical account of general production costs and to adopt a basis for their 

distribution. In enterprises of environmental activities, as a result of the fact that 

according to Standard 16, in the article «General production costs» the costs 

belonging to different spheres of activity are collected, we recommend that the 

analytical accounting of costs on account 91 «General production costs» be divided 

into three groups:  

- maintenance costs and operation of machines and equipment directly related 

to the technological process of production;  

- costs of management and economic maintenance of the production process;  

- expenses for ensuring the quality of advertising orders. This will make it 

possible to establish where and under the influence of which centers of responsibility 

groups and individual elements of the GPC are created, which, in turn, affects the 

improvement of the efficiency of planning, control and regulation of enterprise 

costs51. 

It should be noted that a non-European feature in GPC accounting is the lack of 

their detailing by production divisions of advertising enterprises. This reduces the 

efficiency of determining production costs and finding reserves for their savings. The 

practice of modern accounting requires that the expenses for the maintenance and 

operation of the equipment are summarized not for the enterprise as a whole, but also 

for the places of occurrence, that is, for the level of homogeneity. Therefore, GPC for 

selected analytical groups should be accumulated in accordance with the hierarchical 

structure of production cost accounting objects, followed by their generalization 

throughout the enterprise. 

The study showed that there is a need to allocate such an analytical group of 

                                                           
51Corsi K., Castellano N. G., Lamboglia R., Mancini D. Reshaping Accounting and 

Management Control Systems. New Opportunities from Business Information Systems. 

Switzerland : Springer, 2017. Р. 19. 
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PPE as costs associated with ensuring the quality of ecological products. In current 

practice, these costs are taken into account as part of other production costs, which is 

why it is difficult to isolate and control them. In the economic literature, the 

following provisions are proposed for accounting for quality costs:  

- provide for the collection and distribution account «Costs for product quality 

management» with two subaccounts («Costs for ensuring the required level of 

production», «Costs for improving product quality»);  

- provide for the collection and distribution account «Costs for quality 

assurance» with sub-accounts («Costs for control, inspection and quality assessment 

of ecological products», «Costs for defect prevention and organizational and 

management costs for quality assurance»);  

- select the article «Costs for quality assurance» as part of cost estimation 

items;  

- it is proposed to take into account these expenses on a separate subaccount to 

the «Production» account – «Expenditures related to improving the quality of 

products»52.  

Combining quality assurance costs and quality improvement costs on one 

account is illegal, because these costs have different sources of origin. The use of 

separate collecting and distributing synthetic accounts will lead to an excessive 

accumulation of accounting procedures. However, control over these costs is 

necessary and can be most effectively implemented as a result of the implementation 

of the recommended GPC analytical grouping at advertising enterprises. 

According to Standard 16 «Costs», GPC are divided into fixed and variable. In 

turn, the GPC variables are allocated to each unit of production using an allocation 

base based on the actual capacity of the reporting period. Fixed manufacturing 

overhead costs are allocated to each unit of production using an allocation base at 

normal capacity. Thus, the write-off of GPC to the main production account is 

                                                           
52Diers L., Bauman A., Xu H. Quality of Accounting Information for Small Businesses. The 

Journal of Global Business Management. 2017. Vol. 13. No. 1. Р. 77. 
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accompanied by their distribution by types of environmental products and direct cost 

items in accordance with the selected distribution base. This point is key to 

understanding possible GPC planning, accounting and control systems as a 

component of the accounting system53. 

Variable production overheads include costs that change directly (or almost 

directly) in proportion to changes in the volume of activity. Fixed production 

overheads remain unchanged (or almost unchanged) when the volume of activity 

changes. However, it is difficult to achieve an absolutely accurate division of costs 

into fixed and variable costs, so the enterprise is given the right to independently 

choose them. In management accounting, the division of costs into fixed and variable 

has a serious practical application. It is most widely used in the construction of 

graphs for the analysis of the behavior of costs, profit and sales volume, it allows you 

to determine the point of the critical sales volume, below which production becomes 

unprofitable. 

As a result of the analysis of the activities of domestic enterprises  

for the reporting period, the main articles were selected, according to  

which the general production costs are divided into fixed and variable.  

To keep analytical records of GPC, it is advisable to use a register containing 

information on the accumulation of variable and fixed overhead costs by centers of 

responsibility (production repartitions) and by the enterprise as a whole for the 

reporting period. The summary data of the register provides an opportunity to 

calculate the normal production capacity based on the results of the year or operating 

cycle, to study the dynamics of costs. As a register, we recommend using the 

«Information of accumulation of general production costs of the enterprise». The 

basis for filling it out are primary documents (payment claims-orders, advance 

reports, information on the calculation of depreciation, settlement and payment 

information, and others). 

                                                           
53Чернікова І. Б., Дергільова Г. С., Нестеренко І. В. Бухгалтерський облік за видами 

економічної діяльності : посібник. Харків : Форт, 2015. С. 57. URL: https://repo.btu.kharkov. 

ua//handle/123456789/10383. 



Фінансово-облікова політика України в умовах  

європейської інтеграції: нові можливості та перспективи 

38 
 

The sequence of allocation of general production costs to one or another type 

of ecological product depends on the basis of distribution. In turn, the choice of the 

distribution base is determined by the specifics of the enterprise’s technological 

cycle, the degree of homogeneity in terms of the natural material composition of  

GPC items and the corresponding items of direct costs. At the same time, the 

principle of the maximum possible correspondence between the dynamics of the 

selected distribution base and this GPC article is decisive. The purpose of GPC 

distribution by types of ecological products is to obtain reliable data on the full cost 

of certain types of products for management purposes, information on profitability, 

and the degree of optimality of the structure of the provided services. In the case 

when the natural indicator is chosen as the distribution base, GPC are distributed 

directly by types of ecological products with the accumulation of general production 

costs in the cost price of a separate type of product as a separate item  

of costs – «GPC» (Fig. 1.6, Option 1).  

In the event that the value indicator of any item of direct costs is chosen as the 

distribution base, the full value of the distribution base is first calculated (as the total 

direct costs for this item for all types of products). then the distribution rate is 

determined and, on this basis, GPC is written off to the cost price of one or another 

type of product (Fig. 1.6, Option 2). 

Thus, the distribution of GPC at the end of the period by types of 

environmental products in accordance with the selected distribution base for the 

purposes of reliable calculation of full cost is the basis of any GPC system and 

constitutes its essence. The current method of costing calculations at enterprises of 

environmental activities, in terms of the distribution of overhead costs, is quite 

imperfect. For many years, mainly one method of distribution is used - proportional 

to the salary. The conducted research showed that there is little economic relationship 

between GPC and wages of manufacturing enterprises. Modern enterprises are 

increasingly equipped with complex automated equipment, for the management of 

which qualified highly paid employees are hired. 
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Fig. 1.6. Distribution of general production costs by cost items and types of 

ecological products* 

* Author’s development 

 

At the same time, the use of labor costs as a basis for distribution leads to an 

artificial increase in the cost price of ecological products. As a result, types of 

ecological products, which have a small specific weight of wages in their cost price, 

receive unreasonably inflated shares of distributed costs. Orders, the manufacturing 

processes of which have a high level of mechanization, unjustified underestimation of 

the share of costs that are distributed. Therefore, domestic enterprises need a more 

sophisticated method of cost distribution, which would allow to expand the 
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possibilities of using this basic parameter and to clearly regulate the conditions and 

order of its application. The problem of GPC distribution is complicated by the fact 

that environmental activity represents a diverse set of services and types of their 

organization. Under these conditions, the use of a single universal approach common 

to all types of ecological products will not be justified. Therefore, at each enterprise, 

on the basis of a single meteo-eurogical concept, it is necessary to justify a system of 

methodical options that satisfy the specific conditions of the production of ecological 

products with their modifications. For this, a careful regulation of the choice is 

necessary, that is, a certain methodical approach to the justification of calculations in 

specific conditions. 

The principle non-European of the current methodology is the use of the 

relationship between wages and overhead costs, which are distributed not to 

individual types of ecological products, but to the entire population using a single 

average coefficient. However, average values apply only to homogeneous units. The 

distribution of GPC at domestic enterprises should be carried out taking into account 

the costs of labor embodied in tools, means of processing and costs of live labor. The 

advantage of this method is that there is no need to calculate estimated rates, and the 

machine capacity and labor intensity indicators are used directly for calculations. 

This allows you to bring wage indicators for various types of ecological products to a 

single level of the obtained machine capacity indicator, after which it can be used as a 

distribution base. The share of influence of the base should depend on the specific 

weight of labor-intensive services and material- and capital-intensive environmental 

products in the structure of types of services. At the same time, the distribution will 

be carried out according to the formula (1.1): 

 

            
)1(*)*(*)*(

//
dd БрСрБрСрЗВВ пфзпзМчфмчраспр

 ,               (1.1) 

 

where: Срмч,з/п – distribution rate for 1 machine hour, 1 euro. production 
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personnel costs; Бр м/чф, з/пф – basis of distribution based on actual capacity based on 

machine-hours and production personnel costs; d – the proportion of GPC associated 

with each of the distribution bases.  

The results of the GPC distribution using the combined base are presented in 

the Table 1.4.  

Table 1.4 

Allocation of general production costs using a combined base *  
 

Indexes In total 

Per unit of 

distribution 

base 

Inclusion of general 

production costs in: 

Costs for the 

production 

of services, 

«Production» 

account 

Cost of 

realized 

services, «Cost 

of realization» 

account 

Base of distribution according to 

normal power, 

A) machine hours 

B) costs for production personnel 

418 

 

14307,95 

- - - 

General production costs for normal 

capacity, EUR, of them: 
8466,47 - - - 

Variables 

А) 10.04 EUR*418 hours 

B) 0.29 EUR * 14307.95 EUR 

4197,67 10,04 

0,29 

- - 

Permanent 

A) 10.2 EUR *418 hours 

B) 0.30 EUR* 14307.95 EUR 

 

4268,8 

 

10,2 

0,30 

- - 

Distribution base by actual capacity, 

A) machine hours 

B) costs for production personnel 

 

366 

12978,3 

 

- 

 

- 

 

- 

Actual general production costs: 8471,58 - - - 

Variables 

A) 12 EUR *366 hours 

B) 0.34 EUR *12978.3 EUR 

4384,58  

12 

0,34 

4384,58 - 

Permanent 

A) 11.16 EUR *366 hours 

B) 0.32*12978.3 EUR. 

4087 

 

11,16 

0,32 

- - 

Constant-distributed 

( 10.2 EUR *366 hours)*0.65+ 

+(0.30 EUR *12978.3 EUR)*0.35 

3880,12  3880,12  

Permanent-undistributed  

(4087 EUR - 3880,12 EUR) 

 

206,88 

 

- 

 

- 

 

206,88 
 

 

* Author’s development 
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The calculations shown in the table indicate that the permanent allocated GPC will 

amount to 3880.12 EUR ((10.2 EUR * 366 hours) * 0.65 + (0.32 EUR * 12978.3 EUR) * 

0.35). Only 206.88 euros will be debited to the cost price of ecological products sold  

unallocated fixed costs. The next stage of GPC accounting is their distribution among 

orders placed in the reporting period. 

At this time, at enterprises, the distribution of GPC for each type of ecological 

products is carried out in the following way (1.2): 

 

КрЗВВ пзi
ЗВВ
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*        
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/

 ,                     (1.2) 

 

where: ЗВВi – GPC, referring to a separate type of ecological products, EUR; 

З\пI  – wages of workers engaged in production і ecological products, EUR; Крз/п – 

distribution coefficient GPC, %; ЗВВ – the total amount of GPC to be distributed; 

З/п – the total amount of wages of production workers. 

Taking into account the proposed combined base, it is advisable to distribute 

GPC in the following way (1.3): 
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where: Мч i – time worked by equipment for manufacturing and ecological 

products, machine hours; Крмч – the GPC distribution coefficient is proportional to 

the operating time of the equipment, %; Мч – the total amount of time worked by 

the equipment, machine-hours54. 

Formula (1.3), which is used for the distribution of GPC depending on the items 

of costs for the production of ecological products, should reflect the advantages of the 

                                                           
54Jeremy D., Elizabeth H., Ken J. Requirements Engineering. Gewerbestrasse : Springer, 

2017. Р. 54. 
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share of production automation (machine capacity) or the costs of production 

personnel. Тhe formula for the distribution of GPC has the following form (1.4): 

 

ЗВВi = (  ЗВВ* Крз/п ) *d + ( ЗВВ * Крмч) * (1 - d ),           (1.4) 

 

where: d – the share of GPC is associated with each of the distribution  

coefficients55. 

A comparative calculation of the distribution of GPC for individual types of 

environmental products according to the current and proposed methods is presented 

in Table 1.5.  

Table 1.5 

Distribution of GPC for a separate type of ecological products according 

to the current and recommended methodology *  

Type of ecological 

products 

Total 

GPC, 

EUR 

Formulas Calculation 

Effective technique 

001  

 

002  

 

003  

3333,4 

 

2917,9 

 

2013 

КрЗВВ пзi
ЗВВ

/
*  




пЗ

пЗ iКр
пз /

/
/

 

8264,4*(5234,8/12978,3) 

 

8264,4*(4582,3/12978,3) 

 

8264,4*(3161,2/12978,3) 

Recommended method 

001  

 

002  

 

003 

3559,1 

 

2400,9 

 

2304,4 

ЗВВi =  (  ЗВВ* Крз/п )* 

*d + (ЗВВ * Крмч) * (1-d) 

 




пЗ

пЗ iКр
пз /

/
/

 




Мч

МчКр i

мч
 

((8264,4*(5234,8/12978,3))*0,3

5 + (8264,4*(163/366))*0,65) 

 

((8264,4*(4582,3/12978,3))*0,3

5 + (8264,4*(94/366))*0,65) 

 

((8264,4*(3161,2/12978,3))*0,3

5 + (8264,4*(109/366))*0,65) 

* Author’s development 

                                                           
55Drury C. Management and Cost Accounting. United Kingdom : Cengage Learning, 2017.  

Р. 163. 
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At the same time, the variable and permanent distributed GPC at the enterprise 

amounted to EUR 8264.4, the total wages of production personnel amounted to EUR 

12978.3, the wages of employees, that manufacture products of type 001 – 5234.8 EUR, 

type 002 – 4582.3 EUR, type 003 – 3161,2 EUR.   

The results presented in Table 3 indicate that when using the current 

methodology, there is an unjustified underestimation of costs attributable to products 

of type 001 and 003, the production of which requires a significant number of hours 

of equipment operation (163 hours and 109 hours) and an overestimation of costs for 

products of type 002, which indicates non-compliance with the specifics of the 

enterprise’s activity and is characterized by a combination of labor-intensive and 

machine-intensive services. The analysis of the dynamics of increasing costs in 

specific conditions allows to clarify the ratio of machine capacity indicators for 

finished ecological products and for transitional residuals of unfinished production. 

The use of machine capacity indicators to adjust the basic salary, which refers to the 

finished order and to the balance of unfinished production, contributes to a significant 

clarification of costing calculations. 

Thus, the experience of the integration processes of accounting and  

financial reporting in Europe shows that for a long time there has been a  

gradual harmonization of the accounting systems of the EU member states  

by adapting national legislation and harmonizing the metoeuroogy of accounting in 

different countries. That is why the implementation of the experience of the EU 

countries in the activities of domestic enterprises is inextricably linked to the 

improvement of the method of calculating the cost of ecological products, as an 

integral factor in the optimization of the financial and economic process, which will 

allow moving to a new level of the organization of cost accounting, increasing the 

analytical information and efficiency in management activities of business  

entities. 
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