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Abstract

Cost management should be seen as an essential function of enterprises which perform their activities in current
market environment. One of the main factors affecting the level of achieved profit and favourable market
position is cost structure. The company's ability to obtain necessary and reliable information on their own cost,
subsequent processing and effective cost management is crucial for achieving success. This study focuses on
cost management and the use of modern methods of cost management in construction enterprises. The aim of
this paper is to identify approaches to cost management in Slovak construction enterprises, based on own
empirical research.
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1 Introduction

Cost planning is a natural and effective activity of each business entity enhancing the chance
for analysing the possible risks and create adequate rules and knowledge of their behavior. It
is an important tool for cost management.

Objectively compiled costs plan is an important condition for cost management and effective
performance of the company. This is true because the cost is the important indicator of the
quality of the company's work, because they reflect the procurement, production and sales
activities of the company.

Managers should know how and where costs are incurred, they should manage the activity, or
processes and know how their decisions affect the cost structure. Therefore, an administrative
cost information is required at the right time.
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2 Traditional versus modern cost management

The basic costs of the business is the production and implementation of products and services.
When defining reasons to costs, we distinguish two main groups of costs in terms of short-
term management [1].

e unit costs, which are controlled primarily by the line output,
e overhead costs, which are managed primarily for divisions.

The basic tool of cost management are especially preliminary calculations. In terms of
functions to perform calculations for cost management, different types of calculations and the
corresponding cost calculating methods are used.

The new trend is currently searching and creating standard models of governance and
sustainable decision-making in cost management [2]. Standardization of management can be
implemented in any business. This approach will help us develop more effective procedures
in satisfying customer needs. "However, there should be a uniform standard of governance
and decision-making, it would essentially fold competitive struggle.” Modern management
concepts are models that track the essential areas of enterprise and thus set priorities for
decision making. Those models, while based on common elements:

e Processes and correct view of them is an important part of successful management
(Process Management).

e Customer orientation and to meet their needs is an essential element for management
and decision-making (Management by the Customer Quiality).

e Measurement processes and their continuous evaluation of financial and non-financial
terms is essential flexibility, competitiveness and the firm's survival.

The placing of modern management concepts into practice requires the use of a supporting
measurement and evaluation methods [3].

Process management is becoming a condition for understanding the wishes and expectations
of the customer. The world moves towards globalization, as well as management discipline
towards integration. Process management can be applied in various ways. Pressure on the
customer's company is also visible in the development of relatively discrete management
disciplines such as quality management, cost management and cost controlling. These hitherto
independent disciplines are now integrated system in which the tracking process transparent
prerequisite knowledge of the company.
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Figure 1: Process approach in managing costs
Process approach of cost management by the ABC method

International indication of this method is the ABC [5,6] and this abbreviation is based on the
English name of the method - Activity Based Costing. In German literature, this method
occurs under the name - Method of calculation process. To simplify the marketing concept
costing under sub-activities, we will use the acronym ABC method.

How activities are normally defined by work processes and sub-processes [7,8]. Adding the
direct costs shall be made in the same way as traditional methods of calculation.

It follows that the basic principle ABC method is to assign resources consumed to activities,
grouping activities into activities and then assign activities to cost objects (products, services).
This principle can be expressed also as follows: at the beginning of our efforts is a customer
who consumes our performance, processes and performance consume these internal processes
consume resources, the use of which results in a cost [3,4,5].

3 Research material and methods

Managers have a direct and significant impact on costs and profit, thereby affecting the
competitiveness of the company and the company's ability to achieve long-term goals.
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The main objective of the study is to analyse the current situation in the area of cost
management of construction enterprises and identify the cost management approaches in
Slovak construction companies.

For the analysis of the current state of the use of information on costs and of cost management
in SMEs Eastern Slovakia, the structured questionnaire was selected as an appropriate method
for data collection. The questionnaire survey was chosen also because all the studies carried
out in different countries in the field of management accounting and of cost management
used a structured questionnaire as a method for obtaining information.

The questionnaire survey had the following objective: Identify the extent to which firms use
different methods of cost management process and find out the importance of cost
management as part of management.

3.1 Research sample and data processing

Questionnaire survey was conducted from September 2013 to July 2014. A total of 60
businesses were interviewed, of which 41 questionnaires were returned complete. The return
of questionnaires represented 68%. This sample corresponds to the Slovak market
construction companies, therefore, can be considered as sufficiently research results and can
be used for general conclusions.

The sample consisted of 41 companies. Classification of the enterprises was addressed to the
breakdown according to the recommendation of the European Commission 2003/361/ EC.
Subsequently, both the sample consists of:

e 51% small businesses - enterprises employing an interval 10-49,

e 39 % medium-sized enterprises - enterprises employing at intervals of 50 to 249,

e 10% large enterprises - enterprises employing more than 250.

After collecting the questionnaires, the results were analyzed and evaluated by means of
statistical software STATISTICA and Microsoft Excel. To view the results were used selected
types of graphs. For the evaluation questionnaires were chosen statistical methods Chi-square
goodness of fit test and ANOVA analysis of variance.

4 Research results

In the questionnaire investigation, we determined how businesses use construction cost
controlling module, which must be appropriately linked with the enterprise information
system. Continuous control of the planned values against actual values is in fact in good time
can identify weaknesses in the process of cost management in company. Cost controlling is
one of the most developed areas of controlling. There currently are hidden factors present
success as cost controlling the highest rate contributes to the effective management and this is
where there is the profit. Of course, all this is true if the company has a long correct
orientation and trying to have only the right thing to do right cost controlling. This module is
used in 36.5% of companies. In view of size of business, cost controlling is a part of
information system in six small companies, five medium and four large enterprises. Statistical
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testing confirmed a significant relationship between firm size and the use of cost controlling
only for medium-sized enterprises (F-ratio = 2.775701, p-value = 0.039414). In view of
venture capital origin was not confirmed statistically significant relationship, but for
companies with domestic capital are already the F-ratio = 2.34816 and p-value = 0.078737
close to the critical values.
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Figure 2: Use of the cost controlling module in the enterprise information system

Further investigation of the issue is related to the intensity of the enterprise cost management
- cost controlling (Fig. 3). We see that the data are sufficiently utilized only for large (80%)
and small (69%) of enterprises, medium-sized only moderately (52%). In terms of the type of
capital are seen increases the available (Fig. 34), in the case of foreign (85%) as compared to
the average in the case of Slovak capital (59%). An important element of corporate
controlling is controlling costs. Cost controlling is primarily focused on cost management
company and thus also naturally yields. It focuses on planning with a view to achieving the
objectives in the future. Here are the current factors for success as cost controlling the highest
rate contributes to the effective management and this is where there is the profit. Of course,
all this applies when an enterprise has a long correct orientation.

very often 4,0000
often
3,4375
sporadically

|

occasionally 26154

never

Figure 3: The use of the tool - cost controlling (size of business)
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Figure 4: The use of the tool - cost controlling (type of capital)

4.1 The use of cost data for management decisions

The first examined the question relates to the use of cost data in managerial decision making.
Of FIG. 21 clearly shows that in all enterprises is the matter strongly preferred. In the case of
large enterprises even at 100%, but also medium in size, respectively small businesses
indicate 97%, respectively 90% usefulness of the data. In terms of the type of capital is also
evident by strong usability (Fig. 5), but with a slight difference in favour of foreign (97%)
compared Slovak (84%).

It is important to use cost information in a systematic analysis of costs and method of
management. Managers should use all available information and decide how to set up and
manage effective cost reduction programs that have long-lasting results. Quality management
and management decisions at all levels of governance have a significant impact on the
viability of enterprise. The fact that managers do not respond continuously to changes in the
business environment often leads to reduced termination of business activities.
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Figure 5: The use of cost data to management decisions (size of business)

Upon further investigation, we determined the use of new tools for managing costs. The need
to develop traditional methods of calculations is an integral part of the development of cost
management.

Statistical testing confirmed a significant relationship between company size categories and
studied both in general (F-ratio = 7.834486249, p-value = 3.16802E-09) and also in the case
of medium-sized enterprises (F-ratio = 2.821665, p-value = 0.016535). and small (F-ratio =
4.365567, p-value = 0.000219). Statistical testing confirmed a significant relationship even if
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firms with Slovak capital (F-ratio = 6.567083, p-value = 2.05-07) as well as enterprises with a
positive result (F-ratio = 6.824859, p-value = 9.4E-08).

4.2 The use of ABC methods to control costs

Question 1: I do not know this tool.

In that issue, we investigated the response of construction enterprises to use of cost
management by the method ABC. For the first type of answer - I do not know this instrument
in favour 16 of 41 businesses, representing 39% of all enterprises, eight firms (50%) from the
group of medium-sized businesses as well as eight groups of small businesses (38%).

For large enterprises such alternative has been rejected by all respondents. In terms of type of
capital for this type of response decision (41%) compared with the Slovak enterprises (29%)
with foreign.
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Figure 6: The use of ABC methods to control costs - | do not know this tool

Question 2: I know this tool but does not use it.

To answer type - | know this tool, but does not use it, 11 were in favor of the 41 firms,
representing 27% of all enterprises. It's seven businesses (33%) from the group of small
businesses and four from the group of small businesses (25%). In the case of large enterprises
were also rejected this alternative all respondents.

In terms of type of capital, for this type of response, 32% of enterprises were with Slovak
capital. In the case of enterprises with foreign capital, this type of response did not accept one.
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Figure 7: The use of ABC methods to control costs - | know this tool but do not use it

Activity Based Costing Method identifies areas where it is necessary to reform business
processes. Improving information on the cost of the product leads to an improved approach
estimating production costs, which are used for determining the final price of the product,
budget and plan for the next period. Enterprise thanks to ABC can focus on profitable
products or services profitable. Enterprise also gains a competitive advantage in terms of cost
and technology and may also focus on the highly profitable clients. ABC method provides
more precise information on the identification of the cost of unused capacity and it is thus
possible to separately account for such costs. Introduction of the ABC system is obviously
associated with upfront costs. Preparing for the introduction, the difficulty survey data to
identify activities and the introduction itself is quite time-consuming and thus is therefore
costly. For businesses using a system based on volume may be the introduction of the ABC
system is very expensive. In some cases it is also necessary to change or at least to optimize
the internal information system and it is also necessary for staff training.

ABC costing is a versatile management tool that not only serves the purpose of cost
calculation, but is a tool to enable effective cost reduction. On the other hand, the use of ABC
costing redeemed larger amounts of volume and structure of the processed data. In its
application is therefore necessary to consider carefully all the benefits and costs associated
with its implementation so that the effects it brings, help enterprise to improve performance
without unnecessary costs. These are probably the factors that affect the application of this
method in construction enterprises. Research indicates that the application of this method in
practice is not wide ranged, which is probably related both with the lack of information on
this method and with the demands of its application and uses of the practice.
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5 Conclusion

Key to the successful performance of the enterprise is undoubtedly the effective cost
management. Over the last decade, while significantly increasing the proportion of overhead
costs to total costs, the importance of consistent cost management is growing continuously.

Traditional enterprise cost calculation systems in many cases are unable to respond to the needs
of the current management. These systems were created in the early 20th century, when the
business environment was dominated by heavy industry. Traditional cost systems were
previously able to quantify the costs very accurately. Given that the current business conditions,
it is necessary to have information on the cost of corporate performance and the shift from
traditional to modern calculation methods that allow assignment of costs according to actual
performance of their causes, activities. Performed own research came up with following partial
findings.

Cost management and monitoring of the effectiveness of processes

It is a very important business tool - for small, medium and large enterprises as well as
enterprises with domestic or foreign capital.

Use of methods of cost management

Cost controlling use of 15 companies from a total of 41, or 36.5%. Statistical testing confirmed a
significant relationship between firm size and the use of cost controlling (F-ratio = 2.775701, p-
value = 0.039414). Process oriented methods of cost management are known in general, but
effective using and implementation of these methods in construction enterprises is slow.

The use of cost information

They are very often used in managerial decision making use of cost information to management
decisions depending on the size of business and type of private capital.
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