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Responsibility Accounting
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responsibility accounting is that a manager should be held
responsible for those items—and only those items—that the
manager can actually control to a significant extent. Each
line item (i.e., revenue or cost) in the budget is the
responsibility of a manager who is held responsible for
subsequent deviations between budgeted goals and actual
results. In effect, responsibility accounting personalizes
accounting information by holding individuals responsible
for revenues and costs. This concept is central to any
effective profit planning and control system. Someone must
be held responsible for each cost or else no one will be
responsible and the cost will inevitably grow out of control.
What happens if actual results do not measure up to the

budgeted goals? The manager is not necessarily penalized.
However, the manager should take -the initiative to correct
any unfavorable discrepancies;should understand the source
of significant favorable
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or unfavorable discrepancies, and should be prepared to explain the
reasons for discrepancies to higher management. The point of an
effective responsibility accounting system is to make sure that nothin
“falls through the cracks,” that the organization reacts quickly an
appropriately to deviations from its plans, and that the organization
learns from ‘the feedback it gets by comparing budgeted goals to actual
results. The point is not to penalize individuals for missing targets.
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Responsibility accounting A system of accountability in which
managers are held responsible

for those items of revenue and cost—and only those items—over which
they can exert sig-nificant control. The managers are held responsible for
differences between budgeted and actual results.
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Decentralized organizations need responsibility accounting systems that
link lowerlevel managers’ decision-making authority with accountability
for the outcomes of those decisions. The term responsibility center is
used for any part of an organization whose manager has control over and
1s accountable for cost, profit, or investments. The three primary types of
responsibility centers are cost centers, profi t centers, and investment
centers.?
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Responsibility accounting is a comprehensive system that depends on
dividing the facility into several responsibility centers for the purpose of
evaluating the performance of these centers, and depends on the
delegation of authorities so that accountability can be determined in the
light of the delegated authorities..
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so that accountability can be determined in the light of the delegated
authorities. Costs and revenues to the person who makes decisions that
affect these items, as well as linking the items of costs and revenues to
physical activities as in the following figure:

C.\le}!lj Sl < 393 hJJ.a dgiull dawlas ‘13.6.5-0 Glada g
S9 Jas g cliS g o gaudl OJ.A@JS‘;S &r'i.ﬂ :.:blﬂl&él,g&.\.ﬂ oaadlls
t QG ISl § LaS daolt) ddadilils oulal yilg Sl




gl 1 > 11 — Lpolall pusd — donoladl il S

Sl jale 85l . o 0 olasl = oy loN) L lmall

Bl 9 gh
Slal g

Responsibility accounting means linking the accounting control systems
with the organizational structure.
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Responsibility accounting means categorizing the information related to

the activities of the facility according to the positions of those responsible

for those activities
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Accounting responsibility requires:

1. Compilation of items of costs and revenues according to the
specific responsibility centers in the organizational structure.

2. Classify the costs into controllable costs and non-controllable
costs.

3. Apply the principle of balance between authority and
responsibility.
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4. The performance evaluation in responsibility centers should be
based on items subject to control only,
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and for accountability,
several assumptions are made, the most important of which are:

1. Every manager must bear responsibility for the activities that fall
within the scope of his work.

2. Each investigation manager must seek the goals that are required of
him and that he participated in setting and deciding, and they are
achievable goals.
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