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Abstract. No matter what level of development society achieves and whatever form the process of social
production takes place, the basis of human life will be the production of material wealth. Moreover, the
elements necessary for the production will remain the same, as a result of which material wealth is
obtained and through the sale of which entrepreneurs receive profit. The main goal of the economic
activity of any firm is to derive maximum profit with minimum costs. Today, accurate and timely
accounting of the costs of production is considered to be one of the main tasks. It should be noted that it
is easy to attribute direct material and direct labor costs per unit of output, but, it is much more difficult
to determine the production overhead costs per unit of production because these costs are indirect and
due to their specificity, it is difficult to determine their volumes in the product units. Consequently,
costing methods are needed to develop, which ensure a fair distribution of production overhead costs
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per unit of output. At the same time, traditional methods of calculating costs can give a wrong picture of
the cost and profitability of products, because while based on the reporting period, the traditional
methods divide the production cycle into sections. Therefore, in general, the management accounting
systems evaluate the profitability of products not according to the total life cycle, but according to the
reporting periods.

Keywords: Cost of Production; Product Life Cycle: Costs of Production’ Cost Calculation; Initial Stage;
Growth Stage; Maturity Stage; Falling Stage.
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