
Appropriate
Necessary
Not excessive expenses
Reflects sound decision-making
Justify every cost to meet project needs
without excess

Allowable Costs
Necessary
Directly beneifical
Follows Purdue and Sponsor Guidelines
Treated consistently

Allocable Costs
Expenses must be assigned based on the
benefit received by each project
Each project pays its fair share 
Costs must be proportionally and clearly
allocated

Allocation methods
Usage-based – Split by actual use.
Time-based – Divided by time used.
Item-based – Based on items required.

Direct Costs
Clearly tied to project and directly
billable

Examples:  Salaries (PI, grad,
undergrad), materials, equipment,
travel

Indirect Costs
Support overall research operations but
aren’t project-specific

Examples:  Utilities, admin support,
maintenance, IT, library services

Reasonable Costs

Direct vs. Indirect Costs

Cost principles ensure every step-from hiring staff to
purchasing supplies-is aligned with your project’s goals,
sponsor requirements, and Purdue’s policies. 

By focusing on allowable, allocable, and reasonable costs,
you’re not just managing a budget; you’re building a foundation
for research excellence.


