cost center accounting for operational
costs

Cost center accounting for operational costs is a fundamental pillar of effective
financial management, providing businesses with the granular insight needed to
understand where their money is being spent and how to optimize resource allocation. By
dissecting expenses into distinct cost centers, organizations can gain unparalleled clarity
into the financial performance of various departments, projects, or functions. This detailed
approach allows for more accurate budgeting, variance analysis, and ultimately, more
informed strategic decision-making. We'll delve deep into the intricacies of cost center
accounting, exploring its definition, benefits, how to implement it, and best practices for
leveraging this powerful tool to control and reduce operational costs. Understanding these
concepts is crucial for any business aiming for profitability and sustainable growth.
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What is Cost Center Accounting?

Cost center accounting is a system where an organization's expenses are divided into
specific, identifiable units or departments known as cost centers. Essentially, a cost center
is any part of a business that incurs costs but does not directly generate revenue. Think of
it as a financial bucket that collects all the expenses related to a particular function,
department, or activity. The primary goal of cost center accounting is to track, manage, and
control these accumulated costs. By doing so, businesses can pinpoint areas of high
expenditure and identify opportunities for cost reduction or efficiency improvements. This
granular level of tracking is vital for understanding the true cost of operations across the
entire enterprise.

Every business, regardless of its size or industry, has various activities that consume
financial resources without a direct revenue stream. These could range from the HR
department processing payroll, the IT team maintaining infrastructure, or a manufacturing
facility producing goods. Cost center accounting provides a structured framework to
measure the expenses associated with these essential, yet non-revenue-generating,
functions. It's not just about recording expenditures; it's about understanding the why and



where of those expenditures, which is paramount for effective financial stewardship.

Why is Cost Center Accounting Crucial for
Operational Costs?

The effective management of operational costs is the lifeblood of any profitable business,
and cost center accounting is the beating heart of this management process. Operational
costs, by definition, are the day-to-day expenses incurred to keep a business running.
These can encompass a vast array of expenditures, from salaries and rent to utilities,
marketing, and administrative supplies. Without a systematic way to track these costs,
businesses are essentially flying blind, unable to identify inefficiencies or areas where
resources might be over-allocated.

Cost center accounting provides the necessary visibility to tackle these operational costs
head-on. By categorizing expenses into specific cost centers, management can see
precisely how much each department or function is spending. This transparency is the first
step towards control. For instance, if the marketing department's cost center shows an
unusually high expenditure on digital advertising, managers can investigate further to
determine if the return on investment is justified or if there are more cost-effective
alternatives. This direct line of sight into spending patterns empowers proactive decision-
making, allowing businesses to optimize their financial resources and improve overall
operational efficiency.

Understanding the Direct Impact on Profitability

The direct impact of cost center accounting on profitability cannot be overstated. While
revenue centers generate income, cost centers consume it. Therefore, diligently managing
and minimizing costs within these centers directly translates to increased profit margins.
When a cost center is performing efficiently, it means that the resources allocated to it are
being used effectively to support the business's core functions. Conversely, an inefficient
cost center can drain resources, reduce productivity, and ultimately erode profitability. By
understanding the cost dynamics of each center, businesses can make informed decisions
about staffing, technology investments, and process improvements, all of which contribute
to a healthier bottom line.

Driving Efficiency and Resource Optimization

Beyond just tracking expenses, cost center accounting is a powerful driver for efficiency
and resource optimization. When teams within a cost center are aware of their spending
and are held accountable for it, they are naturally incentivized to find ways to operate more
frugally and effectively. This can lead to innovative solutions, such as process automation,
better inventory management, or more strategic vendor negotiations. The data generated
by cost center accounting provides the foundation for performance benchmarking, allowing



companies to compare the efficiency of similar cost centers or track improvements over
time. This continuous drive for optimization ensures that the business is getting the most
value out of every dollar spent on its operations.

Key Benefits of Implementing Cost Center
Accounting

Implementing a robust cost center accounting system offers a multitude of benefits that
extend far beyond simple expense tracking. For businesses looking to gain tighter control
over their operational expenditures and make more strategic financial decisions, this
approach is invaluable. Let's explore some of the most significant advantages.

e Enhanced Budgeting Accuracy: By understanding the historical costs associated
with each cost center, businesses can develop more realistic and accurate budgets for
future periods. This reduces the likelihood of overspending or underspending, leading
to better financial planning.

e Improved Performance Measurement: Cost centers provide a clear framework for
measuring the financial performance of individual departments or functions. This
allows management to identify high-performing areas and those that require attention
or improvement.

e Facilitation of Cost Control: With clear visibility into where costs are originating,
management can implement targeted strategies for cost reduction and control. This
prevents uncontrolled spending and promotes a culture of fiscal responsibility.

* Informed Decision-Making: The data derived from cost center accounting provides
a solid basis for strategic decisions. Whether it's about resource allocation, process
changes, or investment in new technologies, understanding the cost implications of
each option becomes much clearer.

* Increased Accountability: Assigning responsibility for costs to specific cost center
managers fosters a sense of accountability. Managers are more likely to be diligent in
managing their budgets when they are directly responsible for the outcomes.

e Better Pricing Strategies: For businesses that sell products or services,
understanding the true cost of their operations, broken down by cost center, can
significantly inform their pricing strategies to ensure profitability.

e Support for Variance Analysis: Cost center accounting makes it easier to perform
variance analysis by comparing actual expenses against budgeted amounts for each
center, highlighting deviations and prompting investigations.



Identifying and Defining Your Cost Centers

The success of cost center accounting hinges on the careful and logical identification and
definition of your cost centers. This isn't a one-size-fits-all process; it requires a deep
understanding of your organization's structure, operations, and strategic objectives. Think
of it like sorting your expenses into distinct, manageable boxes, each labeled with a clear
purpose.

The first step is to thoroughly map out your business's functions and departments. What
are the major operational units within your company? For a manufacturing firm, this might
include production lines, warehousing, quality control, and maintenance. For a service-
based company, it could be customer support, sales, IT services, or administrative
functions. The key is to choose units that are distinct enough to have their own identifiable
costs and responsibilities.

Common Criteria for Defining Cost Centers

When you're deciding what constitutes a cost center, several criteria can help guide your
decision-making. It's about creating logical groupings of expenses that can be meaningfully
tracked and managed. Here are some common criteria to consider:

e Functional Areas: This is perhaps the most straightforward approach, where cost
centers are defined by the specific function they perform, such as Marketing, Human
Resources, Finance, or Research and Development.

* Departments: Similar to functional areas, but often at a more granular level. A large
company might have multiple departments within a broader function, each becoming
its own cost center.

* Projects: For businesses that undertake specific projects, each project can be treated
as a distinct cost center, allowing for precise tracking of project-specific expenses
from initiation to completion.

e Geographical Locations: If a business operates in multiple physical locations, each
location might be defined as a cost center to understand the operational costs
associated with that specific site.

* Product Lines: In some cases, different product lines might incur unique operational
costs, making them suitable candidates for individual cost centers.

» Service Offerings: For service-based businesses, each distinct service offering might
be a cost center if its operational costs can be clearly isolated.

The goal is to create cost centers that are neither too broad (lumping disparate costs



together) nor too narrow (creating an administrative burden that outweighs the benefits). A
well-defined cost center should have a clear manager or responsible party who can oversee
its expenses.

Types of Cost Centers

Within the broader umbrella of cost center accounting, there are different classifications
that help businesses further refine their cost management strategies. Understanding these
types allows for a more nuanced approach to tracking and analyzing expenses. These
categories aren't always mutually exclusive and can sometimes overlap depending on the
specific business structure.

Service Cost Centers

These are cost centers that provide services to other departments or to the organization as
a whole, rather than producing a tangible product. Examples include IT support, human
resources, accounting, and legal departments. Their costs are incurred to facilitate the
operations of revenue-generating centers or other support functions. For instance, the IT
department's cost center would include expenses like software licenses, hardware
maintenance, and IT staff salaries. These costs are essential for the business to operate
smoothly but don't directly generate revenue themselves.

Production Cost Centers

Production cost centers are directly involved in the creation of goods or services. These are
the operational hubs where raw materials are transformed, or where the core service
delivery takes place. In a manufacturing environment, this would be the assembly line, the
machining department, or the packaging area. The costs here include direct materials,
direct labor, and manufacturing overhead. The objective is to track the costs associated
with producing a unit of product efficiently. For a software company, this might be the
development team’s operational costs, focusing on the resources consumed to build and
maintain the software.

Administration Cost Centers

These cost centers encompass the general administrative functions of the business. This
includes expenses related to executive management, finance and accounting (beyond
direct service provision), legal affairs, and corporate communications. These costs are often
considered indirect to specific products or services but are necessary for the overall
governance and management of the organization. The costs here might include executive
salaries, office rent for administrative staff, and general office supplies. The aim is to ensure
that these overhead functions are managed cost-effectively.



Selling and Distribution Cost Centers

This category covers all the expenses associated with marketing, selling, and delivering
products or services to customers. This includes advertising, sales salaries and
commissions, shipping and logistics costs, warehousing for finished goods, and customer
service related to sales. For example, a company's marketing department's expenses would
fall under this type of cost center, as would the costs associated with its logistics and
delivery operations. The focus is on understanding the cost of acquiring and retaining
customers and getting products to them.

How to Implement Cost Center Accounting

Implementing cost center accounting requires a systematic and thoughtful approach. It’s
not just about designating departments; it’s about creating a system that accurately
captures, allocates, and reports on costs. This process involves several key steps, from
initial planning to ongoing refinement.

First and foremost, you need a clear understanding of your company's chart of accounts.
This forms the backbone of your financial reporting. You'll need to decide how to structure
your cost centers within this framework. This often involves creating specific sub-accounts
or using cost center codes that can be linked to existing general ledger accounts. The goal
is to ensure that every expense can be traced back to a specific cost center. This might
involve modifying your existing accounting software or implementing new modules to
accommodate this level of detail.

Step-by-Step Implementation Guide

Here’s a practical guide to implementing cost center accounting within your organization:

1. Define Your Objectives: Clearly articulate why you are implementing cost center
accounting. Is it for better budget control, to improve profitability analysis, or to
enhance operational efficiency? Knowing your goals will shape the entire process.

2. Identify and Define Cost Centers: As discussed earlier, map out your operational
units and categorize them into logical cost centers. Ensure each cost center has a
clear manager or responsible party.

3. Establish a Coding System: Develop a clear and consistent coding system for your
cost centers. This could be a numerical or alphanumeric code that can be easily
integrated into your accounting software.

4. Update Your Chart of Accounts: Modify your chart of accounts to accommodate
the new cost center structure. This might involve adding new accounts or using
dimension tags within your accounting system.



5. Train Your Staff: Educate employees, particularly those responsible for approving
expenses or entering financial data, on the importance of cost centers and how to
correctly assign costs.

6. Develop Cost Allocation Policies: Determine how shared or indirect costs will be
allocated to different cost centers. This is a critical step that requires clear and
justifiable methodologies.

7. Implement Reporting Mechanisms: Set up reports that will provide insights into
cost center performance. This should include actual versus budget comparisons and
key performance indicators (KPIs) relevant to each cost center.

8. Regularly Review and Refine: Cost center accounting is not a static system.
Periodically review your cost centers, allocation methods, and reports to ensure they
remain relevant and effective as your business evolves.

Integrating with Accounting Software

The technical aspect of integrating cost center accounting with your existing accounting
software is crucial. Most modern accounting systems, such as QuickBooks, Xero, NetSuite,
or SAP, offer functionalities that support cost center tracking. This often involves using
features like:

e Classes or Departments: Many smaller accounting software packages allow you to
categorize transactions by "class" or "department," which can function as cost
centers.

e Projects: For project-based accounting, software often has dedicated modules that
can act as cost centers for specific initiatives.

* Tags or Dimensions: More advanced enterprise resource planning (ERP) systems
allow for multiple "dimensions" or "tags" to be applied to transactions, enabling
detailed cost center tracking.

The key is to ensure that your chosen software can handle the level of detail required for
your cost center structure and that your accounting team is proficient in using these
features. Proper configuration is vital to avoid data errors and ensure accurate reporting.

Assigning Costs to Cost Centers

The accuracy of your cost center accounting relies heavily on the precise assignment of
costs. This involves understanding which expenses belong to which cost center and how to



handle costs that benefit multiple centers. It's about ensuring that each financial bucket is
filled with the correct expenditures.

Direct costs are generally straightforward to assign. If a specific department purchases
office supplies, the cost of those supplies can be directly attributed to that department’s
cost center. Similarly, the salary of an employee working exclusively in a particular
department is a direct cost to that department’s cost center. The challenge arises with
indirect or shared costs, which are fundamental to the concept of cost allocation.

Direct vs. Indirect Costs

Understanding the distinction between direct and indirect costs is paramount. Direct costs
are expenses that can be easily and unambiguously traced to a specific cost center. Think
of the salary of a customer service representative or the raw materials used on a specific
production line. These are clearly identifiable and belong solely to that particular cost
center.

Indirect costs, on the other hand, are expenses that benefit multiple cost centers or the
organization as a whole. Examples include rent for a shared office space, utilities, executive
salaries, or the cost of a centralized IT department. These costs cannot be directly assigned
to a single cost center and therefore require an allocation method to distribute them fairly
among the relevant centers. The accuracy and fairness of these allocations significantly
impact the perceived profitability and efficiency of each cost center.

Common Cost Allocation Methods

When direct assignment isn't possible, cost allocation becomes essential. The goal is to
distribute indirect costs in a manner that is as equitable and logical as possible. Several
methods are commonly employed, each with its own advantages and disadvantages:

e Activity-Based Costing (ABC): This method traces costs to activities and then
allocates costs to cost objects (like cost centers) based on the consumption of those
activities. It's more complex but often provides a more accurate picture of costs. For
example, instead of simply allocating IT costs based on headcount, ABC might allocate
them based on the number of IT support tickets each department submits.

e Percentage of Direct Labor Costs: Indirect costs are allocated based on the
proportion of direct labor costs incurred by each cost center. This is often used in
manufacturing settings.

e Percentage of Machine Hours: In manufacturing, overhead might be allocated
based on the number of machine hours used by each cost center.

e Square Footage: For shared facility costs like rent and utilities, allocation based on
the square footage occupied by each cost center is a common approach.



e Headcount: A simple method where indirect costs are distributed based on the
number of employees in each cost center. While easy to implement, it may not always
be the most accurate.

* Usage-Based Allocation: This method allocates costs based on the actual usage of
a shared resource. For instance, electricity costs might be allocated based on meter
readings for each department if possible.

The choice of allocation method should align with the nature of the costs being allocated
and the operational reality of the business. The chosen method should be consistently
applied and regularly reviewed for relevance and accuracy.

Analyzing Cost Center Performance

Once costs have been assigned and allocated, the real power of cost center accounting
comes into play: analysis. This is where you move from simply recording data to extracting
actionable insights. Analyzing cost center performance allows management to understand
trends, identify areas of concern, and celebrate successes.

The most fundamental form of analysis involves comparing actual costs against budgeted
costs for each cost center. This variance analysis highlights where expenses have deviated
from the plan. A significant unfavorable variance (actual costs exceeding budget) warrants
immediate investigation to understand the root cause. Was it due to unforeseen
circumstances, inefficient operations, or a flawed budget? Conversely, a favorable variance
(actual costs below budget) can also be insightful. It might indicate operational
improvements, but it could also signal under-resourcing or missed opportunities.

Key Performance Indicators (KPIs) for Cost Centers

Beyond simple budget comparisons, specific Key Performance Indicators (KPIs) can be
developed for each cost center to measure its efficiency and effectiveness. These KPIs
should be tailored to the specific function of the cost center. Here are some examples:

For a Customer Service Cost Center: Average cost per call, cost per resolution,
customer satisfaction scores related to service cost.

For a Production Cost Center: Cost per unit produced, machine downtime
percentage, scrap rate, labor efficiency.

For an IT Cost Center: Cost per user, average time to resolve IT issues, uptime
percentage for critical systems.

For a Marketing Cost Center: Cost per lead, cost per acquisition (CPA), return on



marketing investment (ROMI).

¢ For an Administrative Cost Center: Cost per employee, processing time for
administrative tasks, error rates.

Tracking these KPIs over time allows for trend analysis and benchmarking, providing a
deeper understanding of performance improvements or deteriorations.

Using Data for Strategic Improvements

The ultimate goal of analyzing cost center performance is to drive strategic improvements.
The data generated should inform decisions about resource allocation, process
optimization, and investment. For instance, if analysis reveals that the IT cost center is
consistently exceeding its budget due to increased support requests, management might
consider investing in self-service IT portals or enhanced employee training to reduce the
burden on the support team. If a production cost center shows a persistent high cost per
unit, a review of its manufacturing processes, equipment, or labor utilization might be
necessary. Essentially, cost center analysis transforms raw financial data into a roadmap for
operational excellence and increased profitability.

Challenges in Cost Center Accounting

While the benefits of cost center accounting are significant, its implementation and ongoing
management are not without challenges. Businesses often encounter hurdles that can
complicate the process and impact the accuracy and usefulness of the data.

One of the most significant challenges is the complexity of accurately assigning indirect
costs. As discussed, these costs are shared across multiple departments or functions, and
developing a fair and logical allocation method can be difficult. If the allocation
methodology is flawed, it can lead to a distorted view of each cost center's true
performance, potentially leading to poor decision-making. For example, if IT costs are
allocated solely based on headcount, a small department with a high reliance on IT
resources might appear less costly than it truly is, leading to underfunding of critical IT
infrastructure for that department.

Accurate Data Collection and Entry

Ensuring the accuracy of data collection and entry is another persistent challenge.
Employees and managers need to be diligent in correctly categorizing expenses when they
occur. If expenses are miscoded or not categorized at all, the integrity of the cost center
data is compromised. This often requires ongoing training and reinforcement of procedures.
Furthermore, the volume of transactions in a busy organization can make manual data



entry prone to errors, highlighting the importance of efficient and user-friendly accounting
systems.

Resistance to Change and Accountability

Introducing a cost center accounting system can also meet with resistance from employees
and managers who may feel an increased sense of scrutiny or accountability. Some
individuals might perceive cost centers as a way to identify blame rather than as a tool for
improvement. Overcoming this requires strong leadership communication, emphasizing the
benefits of cost center accounting for overall business health and efficiency, and framing it
as a collaborative effort towards shared goals. Establishing clear expectations and
providing support can help foster a more positive and proactive approach to managing
costs within designated centers.

Dynamic Business Environments

Businesses are rarely static; they evolve, restructure, and adapt. This dynamism can create
challenges for cost center accounting. As departments merge, expand, or contract, or as
new projects are initiated, the existing cost center structure may become obsolete.
Regularly reviewing and updating the cost center definitions, coding, and allocation
methods is crucial to ensure the system remains relevant and continues to provide
accurate insights. Failing to adapt can render the cost center data less useful and even
misleading.

Best Practices for Effective Cost Center
Management

To maximize the benefits of cost center accounting and overcome potential challenges,
adhering to best practices is essential. These practices ensure that the system is not just
implemented but is also a continuously effective tool for financial management and
operational improvement.

One of the foundational best practices is to ensure that each cost center has a clearly
designated owner or manager. This individual is responsible for understanding the costs
incurred within their cost center, explaining variances, and identifying opportunities for
efficiency. Without a clear owner, a cost center can become a financial black hole where
expenses go unchecked. This owner should be empowered and provided with the necessary
resources and training to effectively manage their designated costs.



Regular Reporting and Review

Consistent and timely reporting is critical for effective cost center management.
Management reports should be generated on a regular basis (e.g., monthly or quarterly)
and clearly present the financial performance of each cost center. These reports should
include:

e Actual costs incurred.

Budgeted costs.

Variance analysis (both absolute and percentage).

Key performance indicators (KPIs) relevant to the cost center.

Narrative explanations for significant variances or trends.

These reports should be reviewed by senior management and by the cost center owners
themselves. This regular review process allows for early detection of issues and facilitates
prompt corrective action. It’s not enough to simply generate reports; they must be actively
used to inform decisions and drive performance improvements.

Promote a Culture of Cost Consciousness

Effective cost center management extends beyond the finance department. It requires
fostering a company-wide culture of cost consciousness. This means that every employee,
from the executive suite to the frontline staff, should understand the importance of
managing expenses and how their actions contribute to the overall financial health of the
business. This can be achieved through:

e Clear communication of financial goals and performance.
e Training on expense policies and procedures.
e Recognizing and rewarding cost-saving initiatives.

e Making cost performance a part of performance reviews.

When employees understand how their department's costs impact the company, they are
more likely to be mindful of their spending and actively seek ways to be more efficient. This
collective responsibility is a powerful driver of sustained cost control.



Flexibility and Adaptability

As mentioned earlier, business environments are dynamic. Therefore, a best practice for
cost center management is to maintain flexibility and adaptability. The cost center
structure, definitions, and allocation methods should not be set in stone. Regularly reassess
whether the current structure still accurately reflects the organization’s operations. As new
projects emerge or organizational structures change, be prepared to adapt your cost center
framework accordingly. This ensures that your cost accounting system remains a relevant
and valuable tool for decision-making, rather than becoming an outdated bureaucratic
exercise.

The Future of Cost Center Accounting

The landscape of business operations is continually evolving, and with it, the tools and
methodologies for managing financial aspects like cost center accounting. The future points
towards greater automation, advanced analytics, and deeper integration with broader
business intelligence systems. We're moving beyond static reports to dynamic, real-time
insights that can inform immediate decision-making.

The increasing sophistication of accounting software and ERP systems is a significant
driver. Cloud-based solutions offer greater accessibility and integration capabilities.
Artificial intelligence (Al) and machine learning (ML) are poised to play an even larger role.
Imagine Al systems that can automatically identify anomalies in cost center spending,
predict future cost trends with higher accuracy, or even suggest optimal resource allocation
strategies based on predictive analytics. This will transform cost center accounting from a
retrospective analysis tool into a proactive, forward-looking strategic enabler.

Furthermore, the integration of cost center data with other operational data sources - such
as sales figures, production metrics, and customer feedback - will provide a more holistic
view of business performance. This cross-functional data analysis will allow for a deeper
understanding of the relationship between operational costs and revenue generation,
enabling businesses to make more informed strategic decisions that drive both efficiency
and profitability. The future of cost center accounting is exciting, promising greater
precision, automation, and strategic impact.

Q: What is the primary purpose of cost center
accounting for operational costs?

A: The primary purpose of cost center accounting for operational costs is to track, manage,
and control the day-to-day expenses incurred by specific departments, functions, or
activities within a business that do not directly generate revenue. This granular tracking
helps in identifying where money is being spent, enabling better budgeting, cost control,
and operational efficiency improvements.



Q: How does cost center accounting differ from profit
center accounting?

A: Cost center accounting focuses on expenses incurred by units that do not directly
generate revenue. In contrast, profit center accounting deals with business units that are
responsible for both generating revenue and incurring costs, aiming to measure their
overall profitability.

Q: What are some common examples of cost centers in
a typical business?

A: Common examples include the Human Resources department, IT support, Accounting
and Finance departments, Maintenance, Research and Development, and administrative
offices. These are all essential functions that incur costs but don't directly sell products or
services.

Q: What is the difference between direct and indirect
costs in cost center accounting?

A: Direct costs are expenses that can be easily and unambiguously traced to a specific cost
center (e.g., salary of an employee in the marketing department). Indirect costs are shared
expenses that benefit multiple cost centers or the entire organization and require allocation
(e.g., rent for a shared office space, company-wide IT infrastructure costs).

Q: How can cost center accounting help a business
improve its profitability?

A: By providing detailed insights into operational costs, cost center accounting allows
businesses to identify areas of inefficiency, reduce unnecessary spending, and optimize
resource allocation. Minimizing costs in various centers directly contributes to higher profit
margins for the overall business.

Q: What are some of the challenges associated with
implementing cost center accounting?

A: Challenges include accurately assigning indirect costs, ensuring diligent data collection
and entry, potential resistance to change and increased accountability, and the need to
adapt the system as the business evolves.

Q: What is activity-based costing (ABC) and how does it
relate to cost center accounting?

A: Activity-Based Costing (ABC) is a method that allocates costs to activities and then
assigns those activity costs to cost centers based on their consumption of those activities. It



aims for a more accurate allocation of indirect costs compared to traditional methods,
providing a clearer picture of the true cost of operations within each cost center.

Q: How can technology, like accounting software, assist
in cost center accounting?

A: Modern accounting software and ERP systems can automate the tracking of expenses by
cost center, facilitate cost allocation, generate reports, and support variance analysis.
Features like classes, departments, projects, and dimensions within these systems are
designed to manage cost center data effectively.

Q: What is the role of a cost center manager?

A: A cost center manager is responsible for overseeing the expenses within their
designated cost center. They are accountable for budget adherence, identifying cost-saving
opportunities, explaining cost variances, and ensuring the efficient operation of their
department or function from a financial perspective.
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