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Managing – Planning, Control, Performance Evaluation & Decision Making

Allocating – is a necessary evil. (Count how many times the author says that allocation is arbitrary, discretionary and/or may not be accurate)

Support Services are NON VALUE ADDED activities that are necessary in the operations of a business.


Human Resources

Publications

Storage


Accounting


Purchasing

Maintenance


Information Systems

Janitorial

Auto Fleet


Risk Management

Cash Management
Air Fleet


Payroll Processing

Public Relations
Stock Registers

Internal or Outsourcing


Quantitative (cost of internal inefficiencies versus external profit)


Qualitative considerations:



Knowledge base
Security



Reliability

Quality



Employee Morale

Reasons for Charging Internal Service Costs to User Departments


Required Reporting


Cost Based Contracts


Behavior Influence



For-Profit versus Not-For- Profit mentality


Full Employment for Accounting Major Graduates

Charging Production Departments for support services (internal or external) gets in to a grey area for GAAP reporting purposes.  Only costs that fit the definition of inventory can be “absorbed” in to inventory rather than being expensed as incurred.

Internal reporting on the other hand, has no rules and anything can be allocated to anything else.

Allocation Methods


Direct


Step


Reciprocal


