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D The article investigates the specific characteristics of cost accounting for new product development. Advantages and disadvantages of present
practice are presented. Ways to improve cost accounting in accordance with present legislation are presented.
D development costs, research, development, pre-production model, costs of future periods, prime cost of the finished product.

OBJIIK BUTPAT HA PO3POBKY TA OCBOEHHS HOBOI NPOJAYKIIII:
CYUYACHMUI CTAH TA NIEPCIEKTUBU PO3BUTKY

THunuubka N1.B.,

0.e.H., npogecop, npogpecop kagpedpu byxeanmepcoko2o 0bniky, IBH3 «Kuigcokuli HauioHansHuli ekoHomiyHul yHisepcumem im. B. fembmara»

D Y cmammi po3kpumo ocobnusocmi 8im4u3HAHOT NpakmuKu ¢popMy8aHHs, 0671iky ma cnucaHHa sumpam Ha po3pobKy ma 0CBOEHHA
Hosux 8udie npodykuil. BkazaHo nepesazu ma HeOoniKu HasA8HUX MemMOoOUK 06/1iKy ma CnUCAHHA Yux sumpam. BuzHaueHo winaxu
ix y0ockoHaneHHs 8idnogioHo 0o cy4acHux nompeb y 2asy3i ynpasniHHa eumpamamu nionpuemcmea ma 8umoe 6yxeanmepcoKo2o

3aKoHo0ascmaa.

@ Bumpamu Ha po3pobKy ma 0c80€HHA HOB0I NPOOYKUii, 00C/iOXeHHS, po3pobka, dociOHUl 3pazok, sumpamu matibymHix nepiodie,

cobisapmicms 20mosoi npodyKyi.

YYET 3ATPAT HA PA3BPABOTKY U OCBOEHUE HOBOM IMPOJAYKIIUHU:
COBPEMEHHOE COCTOSIHUE U NEPCIIEKTUBbBI PA3BUTU S

THunuukas J1.B.,

0.3.H., npogheccop, npogpeccop kaghedpel b6yxzanmepckozo yyema, [BY3 «Kuesckuli HayuoHaneHeili 5koHoMuyeckuli yHugepcumem um. B. lememaxa»

D B cmamee packpbimsl 0cobeHHOCMU ome4ecmaeHHoU NPakmMuKU hopMupo8aHus, y4ema u cnucaHus pacxo0os Ha papabomky u
0CB0eHUe Ho8biX 8UO08 NPOOYKUUU. YKA3aHbI NpeUMyWecmaa u Hedocmamku Cyujecmsyroujux MemoouK y4ema u CnuCaHus 3mux
pacxo0os. OnpedesieHbl Nymu UX yco8epUIeHCMB08AHUS 8 COOMBeMCMBUU C COBPeMeHHbIMU NOMpPeBHOCMAMU 8 c(hepe ynpaesieHus
pacxodamu npednpuamus u mpeb6o8aHuAMU byxeanmepcko20 3akoOHo0ameslbcmaa.

D Pacxoosl Ha pazpabomky u oceoeHue Ho8ol NPoOyKYUU, Uccedo8aHus, paspabomka, oneimHeili 06paseu, pacxodel 6yodywux nepuodos,

cebecmoumocms 20mogoli npoByKuuu.

Statement of the problem

Processes of globalization and integration of
Ukraine's economy into the world's economic space
stimulate domestic enterprises to search for new sales
markets. This forces them to pay more attention to
the development and mastering of new types of prod-
uct, which will be able to compete with foreign ana-
logues. Therefore, there is a problem of improvement
of accounting and deduction of costs for the develop-
ment and mastering of new types of product.

This type of accounting is considered to be one of
the most difficult, as its objects function on the meeting-
point of material and non-material fields of production.
Nevertheless, successful developments are closely con-
nected with both laboratory investigations and mastering

of the production of the new product in main and aux-
iliary shops of an enterprise.

Analysis of recent researches and publications

Problems of accounting of costs for the develop-
ment and mastering of new types of product were inves-
tigated in papers of such domestic and foreign econo-
mists as L. Hulko [1], T. Kaminska [2], I. Kryshtopa [3],
V. Saprykin [4] and others. However, mentioned publi-
cations disclose only separate aspects of accounting of
costs for the development and mastering of new types
of product in the context of innovative development of
the enterprise. At the same time, a number of problem-
atic questions, which have applied nature, take place at
domestic enterprises during implementation of produc-
tion of new types of product. In particular:
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» weak theoretical grounding of stages, which are con-
nected with the process of the development and mas-
tering of new types of product, that causes difficul-
ties in the process of recognition of products, that are
being created as a result of every stage, in the struc-
ture of separate assets of the enterprise;

» recording of costs for the development and mastering
of new types of product in various balance accounts;

* imperfection of ways of including costs for the mas-
tering of the new product into the prime cost of the
stock-produced items.

The goal of the article

The main goal of this research is to develop theoreti-
cal and practical recommendations that are aimed at cre-
ation of effective system of accounting of costs for the
development and mastering of new types of product in
the capacity of informational support of making mana-
gerial decisions concerning appropriateness of financ-
ing of R&D.

Presentation of the basic material

Nowadays measures concerning mastering of the
new product are fully financed by own funds of the
enterprise (funding for extremely important, basic
research, which is carried out at the expense of the state
budget, is an exception), and their development and real-
ization is rested on the design and technology bureau
(DTB), where the main engineering and design poten-
tial of the enterprise is focused. In case of absence of the
DTB, enterprises turn for help to organizations, special-
izing at solving scientific and technical problems (sci-
entific research institutes, design offices etc.).

The process of the development and mastering of
the new product covers several stages:

s research (scientific research and drawing up of the
design documentation);

* development (design and development of the new
product; creation of the research sample);

» mastering (testing the new product; adjusting the
design documentation and its transferring to pro-
duction for making the first silicon; producing the
first silicon)

* production (serial or mass production of the new
product)

It is important to disclose economic essence of these
stages in order to understand differences between men-
tioned stages and also to understand the process of for-
mation the structure of costs, which are typical for them.
In particular, according to the point 4 of the Regula-
tion (Standard) of Accounting 8 the term “research”
means investigations that are planned and conducted for
the first time and their goal is to receive and to under-
stand new scientific and technical knowledge [5]. The

essence of the research is to receive new knowledge, to
search for alternative materials and processes, formu-
lation, evaluation and selection of alternatives in order
to improve the technologies.

Successful research turns into development. In par-
ticular, the point 4 of the Regulation (Standard) of
Accounting 8 mentions, that the term “development”
means the usage of the results of the research and other
scientific and technical knowledge for the creation of
new or considerably improved materials, products,
instruments, devices, systems, technological and oper-
ational processes before the beginning of their indus-
trial usage, serial production or fulfillment of works and
provision of custom-built services [5]. Designing, engi-
neering of models and pre-production models, tools,
designing and testing of the pilot installation, alternative
materials and so on are the stages of the development.

Finished research and development works find their
expression in created models of the new engineering, the
new product, the new materials, the new technologies
and other scientific and research innovations.

In contrast to the research and development, which
are conducted in laboratories (of the plant or of the sci-
entific research institute), mastering of the new pro-
duction as well as the serial production are done in the
shops of the plant. Mastering of the new production can
be named as implementation of industrial innovations in
the enterprise. Output of experimental production and
comparison of its quality and terms of production with
the company's accepted standards take place in the pro-
cess of implementation of innovations. The goal of this
stage of introduction of the new product is preparation
for its commercial production.

And when the production of the new product is mas-
tered, the enterprise may do long-term deals with byers
of the new product and can begin its mass production
for the market.

Accounting of costs for the development and master-
ing of the new product is regulated by the Tax Code of
Ukraine [6], the Guidelines on the formation of prime
cost of products (works, services) in the industry [7],
the Regulation (Standard) of Accounting 8 “Intangi-
ble Assets” [5]. However, despite of this fact, it should
be noted, that there is a complete lack of coordination
between these legislative acts in the field of justification
of the structure of the costs.

In particular, according to the point 140.1.2 of the
Tax Code of Ukraine, the structure of costs, which are
connected with the preparation to the production of the
new product and its mastering, includes costs for scien-
tific and technical support of economic activity; costs
for research, experimental and developmental activi-
ties; costs for production and research of models and
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samples, which are related to the core activities of the
taxpayers [6].

The Guidelines on the formation of the prime cost of
products (works, services) in the industry defines next
list of cost items, which are connected with the devel-
opment and mastering of new types of product: costs
for the designing and development of the new product;
costs for the designing of the special instrumentation
and for the development of the technological process of
its production; costs for the designing and legalization
of established standards; costs for the testing of materi-
als, instruments and devices for the production of new
types of product; costs for the engineering setup; costs
for the production of the initial unit of special instru-
ments and devices for the industrial prototype of the
product; costs for the production of the industrial pro-
totype of the product [7].

At the same time the Regulation (Standard) of
Accounting 8 “Intangible assets” does not detail the
structure of these costs at all.

The absence of clear recommendations concerning
the structure of costs for the development and master-
ing of new types of product leads to their dispersion in
different accounts. This complicates further control of
costs and reduce reliability of data acquisition for each
stage of the process of the design and development of
the new product.

Therefore, taking into consideration the domestic
practice of division-of-work decisions in the context of
the stages of the process of preparation and mastering
of new types of product and taking into account meth-
odological peculiarities of accounting of costs, it will
be reasonable to separate out next composite items of
costs for the development and mastering of new types
of product:

» costs for the research and preparation of the design
documentation;

* costs for the design and construction of the new
product;

* costs for the design of the special instrumentation,
material testing and development of the technolog-
ical process of manufacturing of the new product;

» costs for the engineering setup, for the production of
the initial unit of special instruments for the research
prototype of the product, and for the production of
the research prototype of the product;

» costs for the production of the pilot batch of the new
product.

This approach allows to differentiate these costs in
the context of places of their origin and ensures fulfill-
ment of requirements of national legislation concerning
their recognition in the structure of costs of the period,
inclusion into the prime cost of the finished product, or
capitalization in the value of assets.

Hnylytska L.V.

The last one is very important due to that fact, that
under certain conditions the part of costs of this type
may be recognized as intangible asset, which was
obtained as a result of the development (point 7 of the
Regulation (Standard) of Accounting 8 “Intangible
assets”). Hence, costs for the development, that meet the
requirements of the Regulation (Standard) of Account-
ing 8, must be recorded in the subaccount “Purchasing
(development) of intangible assets” with their further
recording in the account “Intangible assets”.

In case of impossibility to draw a boundary between
costs for the research and costs for the development, the
total sum of costs must be included in the prime cost of
the created product. It means that costs for the devel-
opment are capitalized in the value of intangible asset.
This is an issue of current importance for the costs for
the research and preparation of the design documenta-
tion; for the costs for the design and construction of the
new product; for the costs for the design of the special
instrumentation, material testing and development of
the technological process of manufacturing of the new
product, which are usually done by the engineering and
design department of the enterprise.

Domestic practice of accounting allows to separate
out these costs and to determine their total sum. Every
development has a subject (order), which was opened
for him. This subject has a certain code, which is written
down in all documents concerning deduction of material
costs and charging labor costs that directly related to the
subject. All costs are gathered in the cards of analytical
accounting, opened for every development. They are
recorded in the context of items of costs of contracted
nomenclature, which includes: costs for the raw mate-
rials and materials; costs for the basic and additional
wages; deductions for social events; overhead costs.

Costs for the research and development of new types
of product, which were generated by the engineering
and design department of the enterprise, are recorded in
subaccount “Costs of the engineering and design depart-
ment” to the account “Production”. After that they are
recorded in the subaccount “Purchasing (development)
of intangible assets” in case of meeting the requirements
of recognition of intangible assets. If they do not meet
these requirements, these costs are recorded in the sub-
account “Costs for the research and development”.

The subject can be closed on the basis of the Cer-
tificate of acceptance - transmission of fulfilled works.

Another feature of this stage of works is that spend-
ing on research and development of new types of prod-
uct almost cannot be rationed. It means, that certain
departments and services of the enterprise create norms
of spending of materials, components and also stan-
dards of time and rates of wages for the production of a
research prototype of a first silicon. There are no such
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norms for the development of the design documentation
and for the design and construction of the new prod-
uct. This practice significantly reduces control of costs,
which are associated with it.

Accounting of costs for the engineering setup, for
the design of the primary set of special instrumentation
for the industrial prototype and also for the prototype
are recorded in the subaccount “Auxiliary production”,
which is related to the account “Production”. This prac-
tice can be explained by the fulfilment of these works in
the shops that produce optional equipment. This work
is not done in the engineering and design department of
the enterprise. To do this, the order must be opened bas-
ing on the estimate, which was compiled by the plan-
ning department. This order can be closed basing on
the returning rolls (bills) of transmission of the equip-
ment (the prototype) from the production shop to the
storehouse of the engineering and design department
by the shop cost.

These costs are recorded in accounting as:

Debit of the subaccount “Low-value fixed assets” —
(redit of the subaccount “Auxiliary production”

The cost of the research prototype is included in
the cost of the serial product by means of charging the
depreciation and recording it in the line item of the cal-
culation sheet “Compensation for the depreciation of
special equipment and special tools” in the amount of
50% when transmitting to the production of the research
prototype and in the amount of 50%, remaining after
its retirement.

Retirement of equipment, which is connected with
the production of research prototype that has low cost
or can be used for the production of different types of
related product in the future, is done by means of charg-
ing depreciation in the amount 100% in case of trans-
mission of this equipment into exploitation.

Costs for the production of first silicon of the new
product are recorded on the subaccount “Main pro-
duction”. In order to do this, it is necessary to open an
order valid for one occasion. Its implementation period
does not exceed one year. This subject has a certain
code, which is written down in all documents concern-
ing deduction of material and labor costs. Summarizing
of costs of this period is done in the cards of analytical
accounting in the context of full nomenclature of items
of costs. On the contrary, summarizing of costs of pre-
vious two periods is done in the context of brief nomen-
clature of items of costs.

Production of the pilot batch of the new product has
complete cycle of production and it can be sold to the
customer as well as its serial analogue. That is why its
release is drawn up by the invoice of transmission to

the warehouse of finished product. This fact must also
be recorded in accounting:

Debit of the account “Finished product” —
(redit of the subaccount “Main production”

Thus, the main advantage of domestic methodology
of cost accounting of the development of the new prod-
uct lies in their grouping by places of their origin. This
helps to locate them more accurate and to organize mon-
itoring of the level of spending.

However, recording of costs for the development and
mastering of new types of product in different balance
sheet accounts, that characterize cost centers, does not
allow to evaluate for sure the prime cost of the process
of the development and mastering of the new product
and to compare it with the cost of mass-produced units.
This greatly complicates the decision making process
on the appropriateness of funding of actions of innova-
tive character.

In order to improve methodology of stage-by-stage
accumulation of costs for mastering of the new product
and its subsequent deduction to the order of serial pro-
duction, it is reasonable to record these costs in the sub-
account “Costs for the development and mastering of
the new product” of the account “Costs of future peri-
ods”. In justification of this opinion we proceeded from
the following considerations.

Firstly, modern methodology of cost accounting for
the development and mastering of the new product is
based on the functional approach and causes a number
of contradictions concerning their further generaliza-
tion and inclusion in the prime cost of the serial prod-
uct (as was mentioned above). In my opinion, these dif-
ficulties may be avoided by generalizing costs, which
are connected with mastering of new types of product,
according to the process (not functional) approach. In
order to do this, the activity on creation of the new prod-
uct must be singled out into the separate business-pro-
cess of the enterprise.

Secondly, costs for the development and master-
ing of new types of product by their nature are used
resources in the reporting period, which must be referred
to financial results of future reporting periods (inex-
haustible costs). Consequently, it is reasonable to record
them in one of sub-accounts of the account “Costs of
future periods” according to types of mastered product
in the context of proposed nomenclature of complex
items of costs and stages of performed works by pro-
gressive total sum since the moment of preparation of
the design documentation and production of research
prototype (experimental batch).

In order to ensure the systematic report on these
costs, a special code is assigned to the mastered product.
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This code can't be changed until the moment of the pro-
duction of the prototype or the pilot batch of the stages
of works: design of documentation, designing, manu-
facturing and testing of the research prototype.

The proposed methodology provides for sequential
accumulation of costs at all stages of the development
and mastering until the moment of serial (mass) pro-
duction of the new product. Thus, costs for the devel-
opment and mastering are included in the prime cost of
serial analogues and have impact on the financial result
of the period of realization of the new product.

Thus, the existing (traditional) methodology of cost
accounting for the design and development of the new
product includes in the prime cost of the serial prod-
uct only those costs, which directly relate to the stage
of mastering. At the same time, costs of such stages as
research and development are covered at the expense
of the financial results in the period of their occurrence.
This practice causes an unwarranted reduction of the
financial result at that time when the developments have
not even been implemented in life.

The way of inclusion of costs for the development
and mastering of new types of product in the prime cost
of the serial production has the same level of importance
as the problem of the sequence of recording costs for
the development and mastering of new types of product
in the accounts of the system of accounting. Industrial
enterprises use different, often imperfect methods of
deduction of these costs, which cause mistakes in case
of inclusion in the prime cost of the enterprise because
of their uneven deduction. According to the practice,
the most widespread ones are:

* the way of allocation of costs using the account

“Overhead costs”;

* the way of allocation of costs using the depreciation
of the account “Low-value fixed assets”.

The author believes that allocation of costs for the
development and mastering by means of their deduc-
tion to the structure of overhead costs provides for inclu-
sion in their prime cost of all (with no exception) prod-
ucts, which have been produced until the moment of
such deduction. This causes the loss of the direct link
between the costs incurred in mastering and develop-
ment of the new product and the prime cost of this prod-
uct at the time of its serial production.

In turn, the way of allocation of costs using the
depreciation of the account “Low-value fixed assets”
provides for double inclusion of total sum of costs gen-
erated in the value of research prototype:

* in the prime cost of the prime batch of the new prod-
uct in the amount of 50% of the value of the research
prototype when transmitting it to the production

Hnylytska L.V.

* in the prime cost of the last batch in the amount
of 50% of value remaining after retirement of the
research prototype.

Thus, an unjustified distortion of the prime cost for
these batches of the new product takes place.

Overcoming of these deficiencies lies in implemen-
tation of the inclusion of costs for the development and
mastering of new types of product in the prime cost of
mass-produced product basing on estimated rates. At
the same time inclusion of the total amount of costs for
the development and mastering of the product in the
prime cost of serial product is done partly during the
established (no longer than two years) term from the
moment of the beginning of their serial or mass produc-
tion, according to the pre-compiled estimates of these
costs and the number of products that are scheduled to
be released during this period. It is necessary to correct
estimated rates in conditions of changing planned vol-
umes of the new product output.

This helps to overcome another one shortcoming of
the existing methodology of cost accounting of master-
ing new types of product — their dispersion in different
items of calculation. We propose to distinguish the item
“Costs for the development and mastering of the new
product” among the items of the calculation in order to
record there data about costs for the mastering, which
were calculated with the help of estimated rates.

Conclusions

Conducted research allows to formulate a number
of generalizing provisions, that reveal directions of the
improvement of theoretical and methodological basics
of accounting in terms of recording of costs for mas-
tering of new types of product and to clarify the role of
accounting information as an essential factor of support-
ing of decisions regarding appropriateness of financ-
ing of R&D:

1. Among the most problematic questions of the pro-
cess of implementation of production of new types of
product, that have applied nature and require theoretical
and methodological foundation on the basis of account-
ing, one should name: weak theoretical foundation of
the structure of costs, that are associated with R&D of
new types of product; recording of costs for the devel-
opment and mastering of new types of product in var-
ious balance sheet accounts; imperfection of ways of
inclusion of costs for mastering of the new product in
the prime cost of the mass-produced product.

2. The absence of clear guidelines on the structure
of costs for the development and mastering of new
types of product leads to their fragmentation in differ-
ent accounts. This causes difficulties in further control
of costs and reduces reliability of data acquisition for
each stage of the development and mastering of the new
product.
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Thus, taking into consideration domestic practice of
allocation of works in terms of stages of the process of
the development and mastering of new types of prod-
uct and taking into account methodological peculiari-
ties of recording of costs in the system of accounting, it
will be appropriate to single out next complex items of
costs for the development and mastering of new types of
product: costs for the research and preparation of design
documentation; costs for the design and construction of
the new product; costs for the design of special tooling,
material testing and the process of the development of
production of the new product; costs for the adjustment
of the equipment, production of the initial set of special
tools for the prototype and the prototype by itself; costs
for the production of the pilot batch of the new product.

3. In order to improve methodology of accounting
of costs for the development and mastering of the new
product, which is based on the functional approach and
causes a number of contradictions concerning their fur-
ther generalization and inclusion in the prime cost of
the serial product, the author proposed process (activ-
ity) approach to generalization of costs. This approach
is based on the singling out of the activity concerning
the production of the new product in the separate busi-
ness-process of the enterprise.

It will be reasonable to single out the subaccount to
the account “Costs of future periods” for the practical
implementation of the proposed approach of accounting
of costs, which are connected with the development of
the new product. This subaccount will generalize costs

by the stages of works, which are being fulfilled, on an
accrual basis from the moment of preparation of design
documentation and until the production of prototype
(pilot batch) in terms of types of product, which are
being mastered.

4. In order to improve the accuracy of inclusion of
costs, which are connected with the process of the devel-
opment and mastering of the new product into the prime
cost of serial production, the author proposed to write
them off basing on estimated rates. At the same time,
inclusion of the total sum of costs for the development
and mastering of the product in the prime cost of the
serial product is made by parts during fixed (no longer
than two years) period from the moment of the begin-
ning of their serial or mass release, basing on a pre-com-
piled estimates of these costs and the number of prod-
ucts that are scheduled to be released during this period.

5. Presented recommendations, concerning improve-
ment of the existing methodology of cost accounting
and cost allocation of new types of product, will be rea-
sonable for those enterprises, which have considerable
period of mastering of the new product and compara-
tively high level of costs that appear during this process.
If the period of mastering of the new product is insignifi-
cant and the level of costs that appear during this process
is low, they can be planned and recorded as the part of
transaction costs (if they concern research and develop-
ment) and as the part of general manufacturing costs (if
costs are connected with mastering of the new product).
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