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ABSTRACT

The purpose of this independent study is to realize any problems associated
with cost allocation in the construction business and provide an insight to the causes
of these problems.

The methodology of the research topic “The Problem of Cost Allocation
for the Construction Business” involved a comparative study of cost allocation
according to the theoretical approach and to the approaches of the construction
business pursuance. The research data was obtained by interviewing some
employees who work in the accounting department of eight construction companies
in Chiangmai, which have an authorized capital of 100 million bahts plus.
Additional information was obtained from several published sources, for example:
books, texts, or documents and from interviews of expert educators.

It has been concluded from the fore mentioned there exist two basic
methods of cost allocation in the construction business. The first method is based on
the origin of the expense and the second method is established at the discretion of the
administrator of the company. Since there is not a specific rule to use as a guide, it is
safe to conclude that one method is no better than the other, hence, the decision of
executives takes on an extremely important roie of manage.

In conclusion, the results of the study indicate the problems associated
with cost allocation to be:

o The use of the same equipment and cost allocation across multiple
projects concurrently.

o The procedures used in actual accounting practices are different from
those used in theory.

o Some cost can not be billed directly to a specific project; therefore they
are put into a general fund and are divided up at the end of the accounting period
based on percentages of the project(s) total value.



The research suggests that the construction business is very specific and
very different from other kinds of businesses. Consequently, the accountant who is
involved in this type of business should gain farther knowledge of this type of
business and the related accounting methods. This effort would be beneficial during
project planning, evaluation and decision making.



