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0 O O Product life cycles range from a few months [ for fashion clothing or faddish toys] to many years [ for
automobiles or refrigeratorsC] . Some products, such as many computer software packages, have long development
stages and relatively short market lives. Others, such as Boeing 727 airplanes, have market lives many times longer
than their development stage.In the planning process, managers must recognize revenues and costs over the entire
life cycle——however long or short. Accounting needs to track actual costs and revenues throughout the life cycle,
too. Periodic comparisons between planned costs and revenues and actual costs and revenues allow managers to
assess the current profitability of a product, determine its current product life- cycle stage, and make any needed
changes in strategy.For example, suppose a pharmaceutical company is developing a new drug to reduce high
blood pressure. The budget for the product should plan for costs without revenues in the product development
stage. Most of the revenues come in the introduction and mature-market stages, and a pricing strategy should
recognize the need for revenues to cover both development and phase-out costs as well as the direct costs of
producing the drug. During phase- out, costs of producing the drug must be balanced with both the revenue
generated and the need to keep the drug on the market for those who have come to rely on it ACCOUNTING'S
POSITION IN THE ORGANIZATION To assist other managers in the decision making vital to an organization's
success, most companies [J and many nonprofit organizations and government agenciesl] employ a variety of
accounting personnel with various types of authority and responsibility.Line and Staff AuthorityThe organization
chart in Exhibit 1-8 shows how a typical manufacturing company divides responsibilities. Notice the distinction
between line and staff authority. Line authority is authority exerted downward over subordinates. Staff authority is
authority to advise but not command. It may be exerted downward, laterally, or upward.Most organizations specity
certain activities as their basic mission. Most missions involve the production and sale of goods or services. All
subunits of the organization that are directly responsible for conducting these basic activities are called line
departments. The others are called staff depart- ments because their principal task is to support or service the line
departments. Thus staff activities are indirectly related to the basic activities of the organization. Exhibit 1-8 shows a
series of factory-service departments that perform staff functions supporting the line functions carried on by the
production departments.The top accounting officer of an organization is often called the controller or, especially in
a government organization, a comptroller. This executive, like virtually everyone in an accounting function, fills a
staff role, whereas sales and production executives and their subordinates fill line roles.
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