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The following study is meant to present the fundamental role the activity 
of costs management in general and the production costs management in 
particular, plays in order to ensure the competitiveness of an economical 
entity.  
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In terms of a market economy, the production cost represents a basic 
indicator that reflects in a synthetic form the efficiency degree of 
development of whole enterprise activity, the right determination of its size 
having a strategical character. 

The production cost is not a given size and is not a constant. It is 
influenced by a lot of factors such as : production volume and structure, 
prices of production factors, quality level of manpower and equipements, 
production organizing etc. By optimising the use of these factors, the 
production cost may be reduced. 

With all progress registered till nowadays in our country and world-
wide, the costs production research remains a field opened to debates, in 
which different concepts occur; there are as many variants as theoricians 
bringing their contribution in costs management. In this sense, we shall 
present some concepts regarding the production cost: 
ü According to Mr. Gh. Georgescu, the production cost represents the 

monetary expression of factors consumption, made by the productive 
units in order to produce and sale the respective goods. 

ü The scientists Ebbeken K., Posller N., Ristea M. state that the cost 
represents an expense or a sum of expenses associated and 
recognized by a consumed resource, a place of activity, a realized 
product or a management period.  
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ü In N Safronov’s opinion, the production cost  represents the 
value expression of natural resources, of raw material, parts, 
fuel, energy, fixed means, work resources, used in the process 
of production manufacturing (works, services), as well as other 
expenses for production and commercialization. The cost 
reflects the current expenses which have a non-capital 
character and ensure the process of simple reproduction in the 
enterprise. 
In the contemporary context of generation  and exchange of 

ideas, our attention is held particularly by the finding of a process of 
continuous increasing level of  knowledge regarding the production 
cost. Thus, the specialized literature brings an extra interpretation of 
the production cost in the sense that besides the costs joining the so-
called  “typology of bookkeeping costs”, there are also other types of 
costs, which present a special interest in the process of taking 
decisions. 

At organisations’ level, the costs’ knowledge and 
understanding are 

         important due to the following reasons: 
ü They are sources for computing the financial-economical  

indicators of the organisation; 
ü They are the basis of production level and sale price 

determination; 
ü They express the basis of reference to determine the content of 

supply and outlet contracts; provide information concerning 
the identification of necessary actions for the effectiveness of 
organization activity; 

ü They are elements of information for the leaders of the 
organization and are the fundament of some decisions 
regarding the organisation’s evolution. 
Essentially, the concern of any economic agent is covering the 

production costs and obtaining a higher profit. 
The non-profitable enterprises could exist only in terms of the 

centralized economy, when their losses were supported by the 
society. In terms of market economy, an enterprise which doesn’t 
cover its production costs, which is not profitable, wastes its capital 
and goes bankrupt. 
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Thus, the production costs reduction  represents a very 
important aspect of the management, playing a determined role in 
the profit maximization. 
In terms of market economy competition (except for the monopoly 

situations), the producers can't influence neither the prices of production 
factors they purchase, nor the outlet prices of their own products. In 
addition, in order to have a bigger profit, they try to reduce the production 
costs, fact that represents the safest way to increase the economical 
efficiency. 

The reduction of production costs is extremely important 
considering that the production factors are limited and used up. Any 
economical agent disposes of certain financial means that can be allocated 
to the production process. In this sense, he is concerned to obtain the best 
production and profit at a given production expense. Thereby, the same 
resources are used to satisfy different needs in the process. 

The production cost reduction is a knotty problem, if we consider the 
fact that one of the global problems of contemporary world is the limited 
character of raw materials and energy resources, fact that urges to an 
increased rationing and a more responsible use of them. There are ways to 
act during the conceiving and designing phases of goods and technologies 
like reducing their sizes, or replacing the outworn materials by cheaper ones 
but not used up, and which do not affect the products quality  or by using 
some unconventional energy forms. 

The decisive role in minimizing costs is played by the increase of 
production factors efficiency used in terms of innovation and improvement 
of resources saving spirit. The factors consumption per product depends on 
the resources management, of their careful administration and  the concern 
of each producer to  reduce or avoid waste. 

In order to survive and develop themselves, the producers have to 
buy production factors at the smallest prices possible, without neglecting the 
quality and to reduce the users' costs by eliminating the useless operations 
and unjustified expenses. 

Considering the great importance of production costs reduction for 
our country, this should be an ongoing charge at the macro-economical 
level. 

The production costs diminution shouldn’t affect the goods' quality, 
because any economy meant to prejudice the quality represents a loss for the 
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company and later for the society. In order to achieve a real reduction of 
production costs, it is necessary to join the efforts of all company 
employees, no matter their activity they develop within it, in order to 

adopt and apply some rationing mesures at the level of all activities. 
         The role of production costs reduction arises from the fact that 

it ensures the increase of production volume by using the same 
material and work resources (a better use of resources), of the profit, 
of reinvestment and refurbishing of production sections and of the 
products prices reduction winning  this way new clients on internal 
and external market. 

In the activity of cost reduction, the producers take into 
consideration the following aspects: 
ü They choose the most efficient production process, not only 

from a  
       technical point of view but also economical and 
environmental; 
ü They pursue to buy production factors at the smallest prices as 

possible without neglecting the quality and to reduce their 
working costs; 

ü The diminution of production factors consumption per unit of 
result by increasing their efficiency; 

ü Costs reduction insurance in all phases, not only in the 
immediate production of economical goods, but also in the 
stages of research and design, in the field of management and 
leadership; 

ü Achievement of settled objectives, taking into account the 
available resources, the existant production conditions, in the 
context of economical order  restrictions; 

ü Identification of products that generate big power and of the 
products generating losses, conferring a preventive attitude to 
the costs reduction activity using modern computing and 
managing methods; 
The costs reduction demands the increase of employees 

competence level, the modernization of production technical 
equipment, of manufacturing technologies, of management as well 
as the material motivation and productivity increase. 
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The modification cost per products has immediate 
consequences on the indicators that reflect the company’s 
economical-financial performances. Therefore, the cost reduction 
per products, in terms of constant sale prices determines the 
reduction of level expenses that correspond to a turnover of 1000 lei, 
the profit increase per sold unit of product and through this, to the 
increase of the company’s total profit. 

The cuantification of these consequences is made through the 
chain substitution method, such as: 

 a) On the expenses at a turnover of 1000 lei: 
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 b) On the profit per unit of product: 

( )011
c
pr ccq −−=∆ ; 

 c) On the gross profit due to the turnover: 

( )∑ ∑−−=∆ 0111
c
Pb cqcq ; 

 d) On the rate of consumed resources profitableness: 

100
cq

cqpq
100

cq

cqpq

01

0101

11

1101c
Rc ⋅

−
−⋅

−
=∆

∑
∑ ∑

∑
∑ ∑

; 

 e) On the rate of commercial profitableness or of sales: 
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 f) On the rate of economical profitableness of the total assets (At): 
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 g) On the use efficiency of fixed and circulating assets: 
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These effects can be positive or negative depending of cost reduction 
or increase per unit of product which requires the managers’ continuous 
concern in order to take the necessary measures in view of costs reduction 
on each product. 
 An important role for the costs reduction on unit of product is played 
by the products’ redesigning and modernization. Therefore, we can use the 
value analysis method, whose essence is the correlation research between 
the cost’s weight of each function that corresponds to the respective product 
in the total cost of the product and the degree of importance of each function 
within the use value of the product, considered as a system of functions. 

 By studying the indices of correlation between the weight of 
each function and the weight of its cost, estimations can be made 
concerning those functions which have oversized costs as against their 
functional role. This imposes an elaborate analysis of all direct and 
indirect expenses on each function and the reduction possibilities 
investigation of these expenses, beginning with the conception and 
designing phase of products. 
 The use of value analysis method in the analysis work 
represents an useful instrument in the process of substantiation and 
prevision of production expenses in order to ensure an optimum ratio 
between the cost of each function and its utility at the level of each 
product. 
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