As a manager of a facility or department it comes with the responsibility of budgets and costs being allocated for specific items outside of the employee’s salary. The allocation of costs is the process of identifying or assigning the amount it costs for specific items that are need to run the department of facility.  These costs may include gas, electric, office supplies, and other utilities in order to manage efficiently.  There are three different cost allocation methods that are used are direct, step (sequential) method and reciprocal methods. 

The step method is used to allocate costs for the support and operating departments.  The support departments are ranked first based on what percent of the departmental cost will the department acquire.  Then the second highest department costs are allocated.  This is done step by step until each support department costs are fully allocated.
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