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Abstract 
Based on the developed model and the conceptual scheme of production cost generation improvement, the tech-
nique is proposed that allows to optimize the work of the building complex enterprise cost mechanism by choos-
ing the best option for the correlation of the levels of influence of production cost development factors on cost 
indicators and the levels of their manageability. The developed methodological mechanism to improve the func-
tioning of the cost-education system in companies is of significant practical importance and is based on the con-
clusions of theoretical studies, as well as on the results of the analytical study of construction enterprise activi-
ties. 
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Introduction 
The proposed methodology for production cost generation improvement, developed on the basis of the company 
cost mechanism optimization modelling, has significant applied prospects for application, since it allows one to 
achieve in equal intervals of time with a fixed change of factor signs of increase within the set rate the decline 
level of costs per ruble of marketable products and the costs per unit of physical volume of marketable products 
in relation to the actual ones. 
 
Material and Methodology 
As the part of the methodology development to improve the process of production cost generation, they pro-
posed the model for problem setting (1). During the indicated model development, the existing methods of sta-
tistical modeling were used [10, 12].  
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with the corresponding limitations: 

                 qaa epg   

                 yjj epg                   oe   >  ye   >  qe     0,     

                 ouu epg            

                 qaa pg   

                 yjj pg                  q    y    o     1,     

                 ouu pg   

 

where  Z  –  the required level of production costs; 

       uja ggg ,,  – the parameters characterizing the production costs from the quantitative aspect; 

       uja ppp ,, – the parameters characterizing production costs in terms of their cost; 

       oyq eee ,, – elasticity coefficients (relative comparable indicators of the relationship 

strength between the variations of the effective and factor attributes), characterizing, the low, medium, and high 
level of influence of production cost development factors on cost indicators;  
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       oyq  ,, – standardized regression coefficients (relative comparable indicators of the 

relationship tightness between the variations of the resultant and factor attributes), characterizing, respectively, 
the low, medium, and high level of controllability of production cost development factors; 

          a = 1, 2, … , k   – the number of the parameters considered, related to the cost-effectiveness in 
the field of socio-economic sphere of enterprises and financial stability provision; 

          j = 1, 2, … , l  – the number of considered parameters related to the cost-effectiveness of pro-

duction in the field of material production and competitiveness provision; 
          u = 1, 2, … , m  – the number of parameters under consideration related to the cost-

effectiveness of material production in the field of material production and transaction support; 
          q = 1, 2, … , r  – the number of considered elasticity coefficients and the coefficients character-

izing the level of factor influence from the socio-economic sphere of activity of enterprises and financial stabil-
ity provision on cost indicators and their level of controllability; 

          y = 1, 2, … , s  – the number of considered elasticity coefficients and the coefficients character-

izing the level of influence of material production and competitiveness factors on cost indicators and their level 
of controllability; 

          o = 1, 2, … , v  – the number of considered elasticity coefficients and the coefficients character-
izing the level of influence of material production factors and transaction support on cost indicators and their 
level of controllability. 
In accordance with the abovementioned model, the problem of optimizing the level of production costs is solved 
by choosing the best option for correlation the levels of influence of production cost development factors on 
cost indicators and the levels of controllability within the established limits. The validity of this statement is 
based on the conclusions of theoretical studies [15, 16, 17], and its feasibility is based on the results of an ana-
lytical study of company activities and the environment of their functioning [1, 2, 18, 19]. 
It should be noted that the ratio of the levels of influence of production cost development factors on cost indica-
tors and levels of manageability within the established limits is conditioned by the need to achieve a high level 
of influence by material production and transaction support factors (they have a high degree of significance in 
the results of economic activity), medium level of influence by the factors of material production and competi-
tiveness provision (they carry out economic and organizational support of the factors with a high level of influ-
ence) and a low level of influence by the factors of the socio-economic sphere and financial stability provision 
(they are accompanied by the factors with a high level of influence, which is explained by the low degree of 
their significance in economic activity results).  
 
Result & Discussion 
Presented methodology makes it possible to identify specific paths, determine and evaluate the specific econom-
ic effect of production cost formation process improvement clearly, which enables enterprises to use rationally 
the available resources of economic activity and manage effectively the operation of the cost mechanism. This is 
true both for the current activities of companies and for the implementation of various projects within the con-
struction complex. 
The presented model is focused on specific business result achievement. In turn, for a practical solution to the 
problem stated in the framework of this model, we have developed the methodology to improve the process of 
production cost generation. It should be noted that the need to develop this methodology is determined by the 
lack of an appropriate methodological base at the moment. Existing methodological approaches [4, 5, 6, 7, 8, 9, 
11, 12, 13], aimed at cost mechanism operation improvement, do not allow to solve the problem of production 
cost level optimization by choosing the best option for the ratio of influence levels concerning the factors of 
production cost development on cost indicators and the levels of controllability. 
The proposed methodology is developed on the basis of the concept improving the process of production cost 
generation, shown in Figure 1. This scheme reflects the totality of sequential actions that allows you to manage 
the operation of the cost mechanism and aimed at an optimal level of production cost achievement both in the 
whole enterprise and in certain areas of its activities.  
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Figure 1: Schematic Diagram of Production Cost Improvement 

 
According to Figure 1, the use of this technique is associated with the need for selection and classification of 
production cost development factors. The selection of these factors is carried out on the basis of the possibility 
to evaluate the impact of each of them on the process of cost formation in the framework of the existing statisti-
cal reporting and the level of their influence, both actual and expected, on the cost indicators. 
The factors of production cost formation were classified by us in the main areas of enterprise activity. The re-
sults of this classification are presented in Figure 2. 
As can be seen from Figure 1, this classification is the basis for determination and assess of the actual ratio of 
influence level concerning the factors of production cost development on cost indicators and the levels of con-
trollability. The definition and evaluation of this ratio includes the following sequence of actions: 
1. The calculation of generalized indicators concerning the effectiveness of enterprises and generalized indica-
tors of costs. 
Analysis of production system results. 
Structural analysis of production costs in accordance with the proposed classification of production cost devel-
opment elements (Figure 3). 
2. Calculation of paired and multifactor correlation models that reflect the interconnection of factor and produc-
tive attributes (the indicators characterizing the influence of individual factors on the formation of production 
costs are used as factor indicators; generalizing indicators of production costs are used as effective indicators). 
The assessment of the cross-correlation of factor attribute significance by a correlation matrix. 
Evaluation of factor and effective sign correlation reliability. 
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Figure 2: Classification of Production Cost Development Factors 

 

 
 

Figure 3: Classification of Production Cost Development Elements 
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In general, they are characterized by the parameters indicative of their relevance: the value of the multiple corre-
lation coefficient is significant (the actual size of the Student t-test is in all cases higher than the table at the con-
fidence level of P = 0.05) and exceeds - 0.30 units (the relationship is not weak), the actual value of the Fisher 
F-criterion at the significance level of 05,0  and corresponding degrees of freedom exceed its theoretical 

value. The analysis of the correlation matrix indicates the insignificance of the mutual correlation of factor fea-
tures, since in all the presented cases the pair correlation coefficient does not exceed its critical value - 0.85 
units. 
3. Calculation within the framework of multifactorial models of elasticity coefficients е1i(2i) and standardized 

regression coefficients )2(1 ii  for each specific factor trait. 

The grouping of production cost development factors on the basis of the given criteria according to the actual 
level of their influence on the cost indicators in accordance with the value е1i(2i) and the actual level of controlla-

bility in accordance with the value )2(1 ii  (it is performed using existing statistical grouping methods). 

The results of the grouping reflect the actual correlation of influence levels concerning production cost devel-
opment factors on the indicators of costs and the levels of controllability (Figures 4 and 5). 
4. Evaluation of the actual ratio concerning the influence levels of production cost development factors on cost 
indicators and the levels of manageability from the point of view of its compliance with the proposed scheme of 
the correlation concerning the levels of influence of production cost development factors on cost indicators and 
levels of controllability, presented in Figure 1, in the framework of the established restrictions (there is a need to 
find the ways to achieve it in the absence of this correspondence). 

 
 

Figure 4: The Features of Production Cost Factor Development Influence on the Result of Cost For-
mation 
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Figure 5: The Features of Production Cost Formation Factor Controllability at the Enterprises of the 
Construction Complex 

The analysis results for state, cost formation possibility assessment, the assessment of the characteristics of pro-
duction cost factor formation influence on cost indicators and the particularities of their manageability within 
the industry allow us to conclude that it is advisable to transform the costly policy of production systems aimed 
at the abovementioned compliance achievement. 
For this, as can be seen from Figure 1, within the framework of the proposed methodology, there is a need to 
identify the priorities of economic activity, which allow to change the work of the costly mechanism in a speci-
fied way. 
Comparing the actual existing correlation of influence levels concerning the production cost factor formation on 
cost indicators and the levels of controllability with the proposed scheme, we identified the following main pri-
orities of economic activity according to Figure 6: 
1. Optimization of production asset structure by increasing their active part, the level of production mechaniza-
tion and automation increase, which helps to reduce the complexity of production processes. 
Production material consumption reduction due to the introduction of progressive technologies and the use of 
modern effective components that are the part of the building complex products, which can improve its tech-
nical and economic characteristics, and which makes it possible to use the resources of production system ra-
tionally. 
Labor productivity increase due to staff production activity stimulation, the reduction of the existing gap be-
tween the amount of labor costs and the value of labor productivity, which contributes to the emergence of posi-
tive motivational attitudes among the employees of enterprises and allows to increase the overall efficiency of 
labor resource use. 
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Figure 6: Distribution of Business Priorities in Accordance with the Proposed Scheme for the Correlation 

of Influence Levels Concerning the Factors of Production Cost Development on Cost Indicators 
 
The increase of finished product sale and pricing optimization through an active transaction policy, which cre-
ates the conditions for the further development of production infrastructure and the maximum possible devel-
opment of potential sales markets. 
Orientation of the construction industry enterprises to the indicated priorities of economic activity allows to in-
crease the actual level of material production factor and transaction provision influence on cost indicators to 
specified rates and improve their manageability in accordance with the previously established restrictions (Fig-
ure 1). 
2. Improvement the turnover of funds in the settlements based on the optimization of mutual settlements with 
debtors, which creates the conditions for fund use efficiency increase. 
Inventory turnover improvement by optimizing the management process and the technological structure of pro-
duction, which generally contributes to production activity efficiency increase at the enterprises of the construc-
tion complex. 
Improvement the effectiveness of core business through the use of internal reserves of enterprises in the frame-
work of material production, ensuring transactions and material production, as well as by improving the overall 
financial situation of production systems, which generally improves the competitiveness of production. 
Orientation of the construction industry enterprises to the indicated priorities of economic activity makes it pos-
sible to increase the actual level of influence concerning the factors ensuring material production and competi-
tiveness on cost indicators to specified amount and to improve their manageability in accordance with previous-
ly established restrictions (Figure 1). 
3. A substantiated reduction of unproductive consumption of resource amount due to the optimization of the 
social infrastructure of enterprises, helps to improve the general climate in production, increase labor productivi-
ty, and the efficiency of core activities and the efficiency of the cost mechanism in general.  
Optimization of borrowed and own funds, current assets and short-term liabilities, own and economic assets on 
the basis of bringing them in line with existing normal restrictions, which allows to increase the financial stabil-
ity of production systems and generally creates conditions to increase the efficiency of financial resource use. 
Orientation of the construction industry enterprises to the indicated priorities of economic activity makes it pos-
sible to lower the actual level of influence concerning the socio-economic factors and ensure financial stability 
of cost indicators to specified values and improve their manageability in accordance with previously established 
restrictions (figure 1). 
The business priorities identified in the proposed methodology, according to Figure 1, are the basis for the de-
velopment and implementation of specific practical measures to improve the work of the cost mechanism. Ac-
cording to the results of the implementation of measures related to the improvement of cost formation, within 
the framework of the proposed methodology, according to Figure 1, there is a need to assess a new state of the 
cost mechanism, characterized by a different ratio concerning the influence level of production cost formation 
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factor on cost indicators and the levels of controllability relative to the current ones. Assessing the results of the 
obtained group from the point of view of their correspondence to the proposed scheme of influence level corre-
lation concerning production cost factor formation on cost indicators and manageability levels within the estab-
lished limits, it can be concluded whether a new optimal level of production costs is reached or not. If the ob-
tained grouping results do not correspond to the proposed scheme, it is impossible to talk about reaching such a 
level. In this regard, there is a need to review the priorities of economic activity with the subsequent adjustment 
of measures to improve the work of the cost mechanism. Otherwise, the improvement of production cost genera-
tion process can be considered successful, as it becomes possible to obtain the desired result - a new optimal 
level of costs. 
 
Conclusions 
Thus, our proposed methodology to improve the process of production cost formation, developed within the 
framework of the corresponding model (formula (1)) and based on the previously presented schematic diagram 
(Figure 1), allows as a whole to achieve increase by a given amount of the rate of decrease in the level of costs 
per ruble of commodity products and the costs per unit of physical volume of commodity products in relation to 
the actually possible one at equal intervals with a fixed change in factor attributes. Moreover, such changes are 
accompanied by a significant improvement in the overall economic situation of enterprises within the industry.  
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