

















entire output of the sweet industry in 1951 51, and the
other 4.5% (small rural establishments), can be ignored as
being of no materiel importance, These rural firms ugually
suffer severe locational disadvantages and almost invariably
produce cheaper lineg, such as those used for the native

trade,

The sweet industry's products falls into the luxury
class of foodstuffs, and thereforr the sweet industry 1s
sensitive to changes in economic conditions (i.e. prospe.ity
and depression), but because a wide price range exists, the
fluctuations in der--d are not excessive. It has been
found that in periods of economic recession the public
purchases a lesser guantity of expensive sweets and more of
the cheaper lines, On the whole there is no sharp decline
in sales gquantitatively, though quites naturally them isg a
reduction in sales in terms of money. In addition to being
influenced by periods of prosperity and depression, the
sweet industry in this country exhibits - very marked
seagsonal fluctuations, As a rule the months January to May,
inclusive, are times of comparatively slack business actiyity
but there is a minor boom around the Easter period, while
the latter half of the year 1s definitely the busy peried,

being the preparation for the annual Christmas trade.

LABOUR _FORCE

The racial composition of the labour force has
changed markedly in the sweet industry, as is 1llustrated in

Table 4.
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of a particular problem are not clearly understood, and more
or lesg hit and miss methods have to be used in order to
solve it, This is the caseAfor exanple, in regard to the
question of artificial colouring of swects wﬁere the usual
procedure is to nmake seweral small samples, using different
quantities of colouring, and thon to select the sanple in.

which the colouring is mpst effective.

3, RESHARCH.

There is of course no fixed dividing line between
research and experimentation, but a planned technical investi-
gation setting out to ascertain definite information about a
product or process is worthy of the name of research. These
investigations orjginated in the laboratory, where it was
considered that the information obtained would be so waluable
so as to warrant the undertaking of research, Typical of
such research was work to escertain the effect of the degree
of boilling, and the method of cutting and wrapping, on the
keeping property of toffees. Such work took up a consider-
able amount of time, but once conclusions had been reached
and the information made availéble, they were applied to all
gsubsequent production, forming the basis of standardised

recipes and technical processes,

The following section of a report by the Chemis. to
the Directors of the firm, dated the 14th June, 1951, is
quoted in full to illustrate the application of lahoratory

work to production in the factory:
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Finally, owing to the way in which the Warehouse
Superintendent compiled his list of lines to be o dered by
the Factory Manager, rush orders were common., These arose
when the Warehcuse Superintendent suddenly found himself
right out of stock of a particular line, and in order to
avoid any possible unpleasantness with the Sales Manager,
informed the Factory Manager of the position, who in turn
issued a rush order for the line concerned, On receipt of
this order, the foreman concerned had to leave his scheduled
and planned work, and proceed with the rush order immediately,
Needless to say this had an extremely adverse effect on pro=-
duction, particularly because these rush orders recurred with

alarming frequency,

WAGE__INCENTIVES.

Partially owing to the fact that insdequate records
were kept, very little attention was given to the performances
of individual workers. Wage payment was on a time basis,
and thus the individual who perhaps may have been a better
worker *than his fellow-employees, found no incentive to
employ his capacities to the full. From time to time,
however, the foremen mentioned to the Factory Manager the
capabilities of promising workers in their departments, or
the Factory Manager may himself have notic:d when a worker
was working well. In order to encourage these workers,
two schemes were put into operation:

1. The promotic of the worker to the next
wage step,
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MANAGERIAL ORGANISATION PRIOR TO THE ADVENT OF THE EFFICIENCY EXPERT.

MANAGING DIRECTORS.

Sales Manager Office Administrator

& Credit Controller

Coun'try Warehouse Depot Senkior

Represen— Superinten- Managers Town Secretary Accountant

tatives dent Salesman

gtaff Staff
Tcwn Foreman Tespatch Clerical Admlni-
Salesmen(Packing) Officer  Staff  strative
* Staff
Staff Vehicle Other
Drivers SBtaff
3.

the ¢; e in thig firm.
by all three Managing Directors have taken place.

Buying Factory
Officer Manager
Storeman Agsiatant Fac-—
tory Manager.
Staff Main- Row Mainten- Fore—
tenance meter- ance Staff men
of ials
Vehicles Costing
Staff S8taff

It must be emphaglsed that though the positicn of having three Managing Directors is highly unusual, such was
Therefore, many decisions asg regards pclicy are conly made after infcrmal consultations
Desplte this highegt emecutive pogition being split up into

three, there was not an undue amcunt of confusicn ag each of the Managing Directors confine themselves to one

or otv~r flelds of the business activity of the firm.
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the shortfall of say one or two hundred pounds is made up, In
many cases surpluses from previous orders (when avnilable) are
used, or if there is no immediate hurry for the mixture and
the shortfall can be made up within a day or two, the throwing
of the mixture on the bins in the packing department can be
held up. In other cases half the mixture is thrown, while
the other half is held back until the component sweet which has

been short delivered, can be made up.

In addition to the control of weights delivered, there
is also the control of scheduling., This control can be divided
into two parts:-

1. OControl of goods with scheduled
delivery dates.

2. Control over non-scheduled goods.

In the former case there is no problem involved as the
Production Manager has merely to look up his copies of the orders
in the order book, to see when goods are due for delivery, and
ascertain if they have been delivered on that date by referring
to the manufacturing return of that day when it is sent to him
by the foremen of the departments., In 90% of the cases, the
goods are delivered on the scheduled day. In some cases,
however, a foreman may find it impossible to deliver on the
scheduled day, and in such cases he informs the Prodw tion
Manager of the circumstances causing the delay and the latter
then makes a detailed investigation of what work is being
performed by the department in question at that time, in order
to determine whether it is possible to re-arrange the depart-
ments production programme, with the aim of overcoming the
difficulty raised by the foreman of that department, Where

it is found ir—-ssible to deliver on the scheduled date, then
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made by the department on any particular
day. These weights are entered daily
into a production record bock and at the
end of the month, the difference between
the input to the department cnd the output
from the department (taking into account
the departmental stocks of raw matefiala
and semi-processed goods at the beginning
and end of each month}, provides the
monthly weight gain or loss of the
department. Over many years it has been
determined what the expected weight gain
or loss of different departments should
be, and when marked deviations from the
expected weight gain or loss of the depart-
ment concerned occur, it is essential that
the discrepancy be investigated. It is
us lly found that either foremen have

not entered evorything onto the manufac-—
turing returns or thrt weights have been
incorrectly totalled.

The total factory weight loss is de-
rived by subtracting all receipts of gocds
reccived by the warehcuse from all issues
by the raw materials store for that month
to the factory {(teking into account the
total stck in hand of all the departments
at the beginning and end of each month).
This total factory weight loss figure
should then agree exactly with the sum of
all the individual departmental weight gains
or losses for the month, In practice,
however, this very rarely occurs owing to
the impossibility of taking an accurate
stocktaking of all goods, in every department
of the factory, every month, For purposes
of control, however, the system 1s suffi-
ciently accuratc.

Though this question as regards factory
welght loss is only one aspect of production
control, it is nevertheless an important
aspect as it enables the system of production
control to be extended to corer departmental
monthly weight gains and lcsses, For example
an unusual percentage departmental gain or
loss in weight initiates en investigation
intc the reasons for such an unusual gain or
loss; and as a result of this investigation,
many errors (such as the incorrect entry of
goods in the manufacturing return), which
normally would not have been discovered, are
brought to the notice of the Production Manager.

In order to ensure that weights entered on the
output side of the manufacturing return are
correct, all goods are weighed by the foremen
of the receiving departments, so as to eliminate
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seling out of stocx. It shoaud, howaver,
bo poseible to overcome this preoblem onca
sufficient lufuraation from the stock
record cards is obtained. These cards
have been kept for only one¢ year and it

is inevitable that quite a number of years
will have to elapse before reliable infor-
mation to gulde the planning of producticn,
can be obtained from them.,

A third planning problem is caused by a
numbcr of factory executives, e.g. the
Sales Director giving instruetions to fore-
men to manufacture certain lines, without
first informirg the Production Manager,
Thisg is still the remnant cof the order of
things prior to 1954. This problem is
being overcome as foremen have been in-
structed by the Production Manager to
inform him of all such orders, and the
latter then takes thec matter upin a tactful
manner with the factory executive concerned,
and fits the special order into the normal
factory production programme. All factory
executives are, however, attempting to
follow the correct channels of production
procedure, and such instances as described
above are beco.ing very rare occurrences,

Up to the present there has been no fixed
policy as regerds the introduction of new
lines. Often the Factory Superintendent
would develop & new line, exhibit it to

the Sales Director who would, if he approved
of the line, send samples to all sales
representatives of the firm, with instruc-
tions to commence selling the new product,
If the line is a good one {and also because
it is a new on¢), sales might be exceptionally
good. If this was the ccse, production
would usually be inadequate, This un-
satisfactory state of affairs would result
in the line being out of stock, customers
would receive their orders without the new
line which they had or.ered, and so they
would complain about the service given to
them by this firm., During the latter part
of 1954, a system was instituted whereby the
Production Manager took an active interest
in the introduction of new lines, and only
when stocks had been accumilated in the
warehouse, would samples of the new line be
sent to the sales representatives of the
firm witk “nstructions to commence selling
it, Thic system has proved successful so
far, and by adhering to this policy, it is
believed that this problem will have been
permanently overcome,




































JANUARY, 1055,

DEPARTMENT PROLyy.ION

COSTS__PFR 1B, WEICHT AND PFR_DRECT LABOUR HOUR,

a b g=atb_ 1 o fzoge g=dee  hmfig PRODUCTION COST PER DIR, LABAUR HOUR
Based Dept. Allocated Total 1 t. Dept. Average Average Average No. of Nol of Labour & O/H
on Wages Foremen's Dept, ( 1= Standard Labour Overhead Prod- DIRECT IABOUR Cost per
Wages Wages L..d Output Cost Cost uction workers Hrs. per Direct Labour Hour
Cost WEEK (Wages & O/H) Hours
£ £ £ 18s D/1B, D/LB, D/1B,  (Approx)
. Condensing Ave, Prod. 7 - 7 1,000 1.68 7.7 9.4 - T
Manufecture  Ave. Prod. 166 In a. 166 - - - 16 w4 =700 HeALL, -
Chocolate Mill Ave, Prod, 36 1 37 10,000-20,000 .89d-.45d 3.05-1.,9 3.9-1.9 7 308
___colate Pans Ave, Prod. 12 1 13 9 6,000 0.524 1.16 1.7 3 132
iolate Mould  Stendard Prod. 90 2 92 .8 7,000 3.15 2.0 5,2 17 750 2923 £58 . Mp..
i0late Piping Standard Prod. 16 1l 17 4 700 5.8 1.37 7.2 2 88
iolate Enrober Ave, Prod. 80 9 g9 21,000 1.02 1.06 2.1 13 570
ttails Standard Prod. 42 1 43 1,000 10.3 3.1 13.4 6 264, w%gzﬂi = peé/ .
‘ch S8tandard Prod. 240 21 261 33,000 1.9 2.1l 4 45 1980
iipan Standard Prod. 120 16 136 b 21,000 1.55 1.55 3.1 25 1100
Ang Standard Prod. 110 16 126 25,000 1.21 1.93 3.1 24 1060
mel Standa. _ Prod. 185 16 201 54,000 0.89 1.48 2,3 40 1760
le.. dbake Standard Prod, 18 2 20 v 7,000 0.68 1,23 1.9 4 176
Pana Stores Used 40 13 53 ) 12,000 1,06 1.72 2,8 9 396
L _uorice Ave, Prod, 20 4 24 ) 3,000-6,000 1,92-0,96 3.2-1,6 5,1-216 4 176
Wrapping M/C, Standard Prod., 145 19 16, ) 35,000 1.12 0.83 2d 32 1400 .
Packing Ave. Prod. 240 10 250 ‘; - - - - 55 2420 Eﬁgﬁbﬂé - Pef,/ 9.
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example, therefore let 1t be assumed that the line "Chocolate

Nougat" is to be cos ted.

The costing itself is worked out on the costing sheet -
form J, Space is left in the top right-hand corner of the
form for a descripticn of the line i,e, Chocolate Nougat, and
the order number -~ gsay 464. Basic data such as the date on
which the line is made, the department in which it is made and
the weight of the recips, are first filled in. The cost per
pound weight of the recipe {lct it be assumed to be sixpence in
this case), the size of the batch and the total cost of the batch
are all obtained from forn. I, The weight of the nougat which
is delivered as well as the resulting scrap i1s found on the
daily manufacturing return, In this case, let it be assumed
that the nougat is delivered on the came day as it is made. It
will be noticed that one hundred and eighty pounds of nougat out
of the total batch of two hundred pounds is delivered to the
chocolate department which leaves a shortage of twenty pounds
in weight., Nine pounds of this twenty, let is be assumed is
scrap, and it can be safely assumed that the remaining elewen
pounds is & cooking loss, This loss of eleven pounds is
written down in the weight gain or loss coclumn and comparsd with
the expected weight gain or loss. In this case, it cen be seen
that a weight loss of about 9 1bs was expected and therefore the

welght loss of eleven pounds does not cause any undue concern,

The next step is to add thclabour and cverhead rate of
four pence per pound obtained from form H. To get the total
labour and overhead cost for the batch in the marzipan depart-
ment, the labour and overhead rate, i.e. four pence, has to be
multiplied by one hundred and eighty nine pounds, i.e. the

weight delivered plus the scrap. The scrap will in all pro~
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weight of chocolate used, The cost per peund weight of the
chocolate covered nougat on leavirgthe chocokate department is
found in exactly the same way as the cost of the nougat was on
leaving the marzipan department, The only differences involved
here are that the chocolatcs are only delivered to the wrapping
department the day afier the nougat has been chocolate covered,
and, that the chocoiate used in covecring the nougat is expressed

as a percentage weight ~ain over the uncovered centre, viz.
60

240 X 100 which equals 25%. This percentage represents a

perfectly normal chocolale coverture.

The whole process described above is repeated to calculate
the cost per pound after wrapping except, that the foil used in
the wrapping is not chargad for at so much per pound of foil used
but rather at so much per pound weight of the swects which have
to be wrapped. The reason for this is that it is usually
impossible to get the weight of the fcil used unless the gweets
are accurately weighed before and after weapping. No tw- scales
in the factory asre exactly in alignment; therefor a difference
of one or two pounds wcicht in the different scales 1s always a
possibility that must be borne in mind., This is extremely
important as can bo seen in the example on form J where the
foil used weighs only four pounds (two hundred and £ 'ty four
pounds less two hundred and fi -ty pounds) and therefore a
difference of two pounds in alignment of the scales of the
checolate department and of the wrepping department scales,

can affect the costing of the line very markadly.

Once the final cost of 22.2d per pound weight of sweets
produced is obtained, there only romains to be added the costs
of packing the line, wne packing matcrials used and the administra-

tive and selling overheads, The costs of the packing materials
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Once this figure has becn calenleted, the same procedure is
followed as regards the adding of packing costs etec., as in
the case of single lines, viz.:

Cost of chocolate selection per pound ..... R4.50d

Packing costs por pound veevevoaerncees veee. 1,00d
Cost of box por pound sussssrrsassassescare _3,50d

29,004
Plus Administrative and Selling
Expensos of say 10Z wuivieenersvsraseronss _2.90d4
31.904
Therefore the cost of th::chocolate assortment is equal to
2/8 per pound,
It is submitted that the costing system as described
above has worked very satisfactorily in practice and has made
a great deal of inf mation available to the firm, and as will
be seen in the chapter on sales, it has played an extremely
important rcle in the egtablishmant of a sound pricing policy.
Despite the success that has been achieved, it is submitted that
there are still many measures which could be successiully applied
to increasc the accuracy of the system, First of these is the
introduction of a sound budgetary control system, unfortunately
a very remote possibility at the moment because accurate pro-
duction records have been kept by this firm only from early
1954. 43 the systems of production control and cogt accounting
introduced by the efficiency expert develop, this information
will become available and, it is hoped will form the corner-
stone of what should be a sound budgetzry control systerm,
Secondly, there is the problem of variables. The costing
system as described above does not take into account fluctuations
in the prices of raw materials, labouy, etc, This problem
has been partially overcome, howevier, by a periodic revisal of

basic data u~~31 in the costing system. This problem is most
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scheme, For example, it was found on e...mination of past
production records (both those of the efficiency expert and
prior records), that girls used to pack about twenty boxes

a day of the well known "XXX Mints", Therefore if the
standard were to be set based solely on presvious records, the
standard should have been set at sixteen or seventeen boxes

a day in order to allow employees to earn a bonus. By means
of time study, however, it was found that workers could pack
far more than twenty boxes a day. After allowing for matters
such as the time reguired by workers for personal needs, the
fact that workers worked harder because they were being watched,
(not so much because they were being timed), the standard was
get at twenty-eight boxes a day. The wisdom of setting the
standard at this level has been proved in that employees now

pack thirty-four to forty boxes per day.

Two types of incentive wage schemes are in operation

in the factory, viz.:

1, Group bonus schemes; and

2. Individual incentive schemes.

In the case of group incentive sche 8, experiments
were first made in the marzipan and boiling departments in order
to examine the practibility of the schemes. It was only after
these incentive wage schemes had proved practicable that it
wag extended to other factory departments. The standards were
based on production during the first six months of 1954 and
also by occasional reference to previous years'! production in
those departments, though as has been mentioned earlier in this
chapter, these latter figures could in no way be looked upon &s
being reliable, The average weekly production figure for

the department concerned was then established on this basis,
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each one of the different operations under the incentive

scheme as follows,

A1l qualified workers, (i.e. workers having had
eighteen months experience in the sweet industry), receive a
rate of eighteen shillings per day (inclusive of the cost of
living allowance); thercfore, if the standard is set at the
packing of thirty-siz boxes of a certain type of chocolates
per day, then the pilece rate per box is %%/“ , 1.e, silxpence
per box, which is the sum paid out in the form of bonus for
every box packed above standard. In a similar manner, piece
rates are get for all the other types of work to which the
individual incentive scheme applies. It is, thus possible,
to cclculate the bonus earned by any worker though that
worker may have performed soveral different cperations during
the course of the incentive week. It should be noted that
because plece rates are paid, the workers are paid in full
proportion to their output over standard but instead of the
bonus being expressed as a percentage, it 1s expressed as

an actual sum of money,

Copies of form K are also posted in departments of the
factory where thore are workers engaged in work which can carn
them an individual bonus, so that workers on individuwal incen-
tive operationg can algo note their progress in regard to
bonus earned at the end of any particular day., Owing to the
simplicity of the incentive wage scheme, and because all
workers are fully informed how the scheme works before they
comnence work whiock can earn them a bonus, it is only on rare

occasions that any queries arise.

It will be appreciated that the success of the scheme
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week, Tt is only considered as pro-
duction when it is delivered so bonus
production will fluctuate according

tc scheduled delivery dates, and may
quite easily be negative onc week and
be the oppesite extreme the following
week. The average production over a
period is the important factor, there-
fore, a deficit in one week must he
carried forward to the next week,

It is conceivable that a deficit
(i.e. below standard production) may
occur in two or three successive weeks,
In +his case, purely rom the point of
view of not demoralising the mroup, the
parlier deficit is not carried forward.
For example, if a group is two thousand
pounds weight below standard in any one
week, and three thousand pounds below
standard the following week, then the
group is actually five thousand pounds
weight in arrears of standard. Only
the three thousand pounds deficit,
however, is carried forward into the
following week. If in this week the
group exceeds standard cutput by five
thousand pounds, the nett amount counted
as bonus production for that week will
be the five thousand pounds less the
arrears of three thousand pounds, i.e,
the bonus production for the week will
ve two thougand pounds,

Bvery effort is made to avoid com-
plications such as described in the
previous paragraph; therefore the
Production Manager attempts to plan
bis production so as to afford the
group incentive members the opportunity
of earning some bonus every week,
rather than allowing workers to eorn a
large bonus one week and no bonus the
following week. In the case of small
sub-sections of departments with only
four or five workers, for example, any
weekly deficit that may wrise is not
carried forward into the following week
as the standards in such cases were not
based on previous average production,
but rather on data obtained from time
studies and from the results obtained
by testing established fast workers.
The work in process at the end of the
incentive week in these small sub-
sections is not large and every effort
is made to ensure that all completed
production is delivered by the end of
each incentive week, in order that the
group may receive the full amount of
bonus due to them for that week,
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informed the trade union that he would
attempt to set all standards so that
workers of a reasonable calibre could
earn a 25% bonus per week, based on

their basic wages plug cost of living
allowance, not merely on the basie

wgges of the workers as had been the

case in other firms where incentive

wage schemes had been applied, in the
toun in which this sweet factory is
situated., Further, it was pointed

out to the trade union that an incen-
tive wage scheme could only be expected
to work satisfactarily if all workers
affected by the scheme were gsatisfied,
i.,e, if they earned a reasonable bonus,
It was in the firms'! own interest
therefore, to ensure that their employees
remained satisfied sc as tc make a success
of the incentive wage scheme,

d) After all the above matters had been
dealt with, the trade union advanced
the argument that, owing to the conm~
paratively small "buying population®
of this country, the demand for this
firm's products would be limited,
thus the increase in production likely
to be hrought about by the incentive
wage scheme, would merely lead to the
building up of stocks and cnce again
the danger of retrenchment of workers
and the working of short time, It
was then explained to the trade union
that the basic reason for intrcducing
the incentive wage scheme was to
reduce the manufacturihg costs of the
products made bty this firm, and that
it was hoped that such savings as
might eventuate could be passed on
to the retail shops in the form of
lower prices, and hence tc the ultimate
CONSUMCT S, Thus, even though produc-
tion would increase, it was hoped that
the sales of this firm's products
would increase at a g.eater oy at least,
an equal rate, This answer was
acceptable to the trade union, though
admittedly with a certain amount of
neservation,

All the above arguments put forward by the trade union
are those that would be put forward by any other trade union

that did not particularly favour the idea of an rentive wage

scheme, but probably the mecst important reason for the trade
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preparad to give the scheme a falr trial, though gquite
nafturally maintaining their suspicious attitude, Fortunately
gince the time that the incentive wage scheme was introduced,
it has functioned extremely setisfactorily and *he trade union
as a sign of their confidence in the fairness of the scheme,
have allowed the Producticn Manager of this firm full dis-
cretionary powers to supervise the opoeration of the scheme

in the manner as he sgoea fit,

2) Another main difficulty in introducing the schene,
was the complete lack of accurate production information so
necessary for setting up standardls in-any, system of incéentive
wage payments., This in many ways created more difficulties
than the trade union itself. A1l production records prior
to 1954 had to V- discarded owing to the peor methods employed
in recording preducticn informaticn, and the efficimcy exp..t
had tc base his calculations on production informaticn which
he himself had collected during the course of his term with
this firm. As a result, the standards obtained could not
In any way be looked upon -s being typilcal for provicus years,
so that the danger existed that the standards could possibly
be basod on information which was only relevant for a
particular year. Subsequent results have shown that,

fortunately, all the information obtained by the efficiency

4 Beveral comparatively recent attempts by this trade union
to prohibit incentive wage schemes under the local sweet
industry industrial ccuncil agreecment, were vetoed by
the Minister of Iabour who refused to pass any industrial
agreement between employers and employees (or employees'
trade unions}, prohibiting the introduction of incentive
wage aschemes,
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Therefore the standard of twelve and one

half pounds per man hour is increased by

one quarter of a pound, tc give the new -
standard for the department of twelve and
three quarter pounds per man hour,

This system is the fairest possible
one, the only weakness being that the
changz in wsekly producticn has to be
gstimated, EBrrors are minimised, how-
ever, as the estimation 1s only made
after an extremely detailed and thorough
invegtigation,

A further problem which arcse in regard
to the group incentive wage scheme, was
that it was customary for foremen, not
having sufficient work to occupy all the
members of their department, to send
these workers out to other departments
where they could be usefully employed.

In such cases, the number of man hours
worked in the department sending cut the
gurplus workers is raduced and thus, a
certain amount of inter-movement of
employees prevailed, even though *he
department may have been on the incentive
scheme. As leng as this situstion
occurs in a amall way, nc problims arise
because the standard for the department
can be reduced by the number of man hours
spent working in the other depariments by
the department's workers. 1In some cases;
however, where a department has only a
very small amount of work, it somectimes
happens that up to one third of the total
man hours per week are spent cutside the
depart—~-nt, When the bonuses are calcu-
lated, «ll the workers are given bonus
including thoss workers who have been
gsent out of the department because there
wag no work for them in their own depart-
ment,

Thus, if a department has twenty
workers, i.e. 20 x 44 prospective
(assuning all workers to be present)
man hours per week, but six workers, i.se.
6 x 44 which equuls 264 man hours, are
sent cutside the department, then the
incentive standard for the week would
be based on (2C x 44) -~ (6 x 44) man
hours, i.e. 88C -~ 264 man hours, It
must be noted though that, though only
fourteen pecrle have workad in the depart-~
ment, the bonus has to be paid to all the
members of the department, i.e. twenty
employees. 1t is quite obvious that
there is something wrong hore :
Because ~somer workers will be
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It will be obsgerved that an extremely conservative atti-
tude is adopted in the report and no allowance is made for the
profits on the extra production resuvlting from the incentive
wag. scheme. Yet, despite this report=md the benefits which
had already been experienced as a result of the incentive wage
scheme, the Directors of this firm were still not completely
satisfied that the operation of the scheme was yielding any
finaneial benefits, though they could not argue against any of
the points raised undcr point five in the foregeing report.
Nevertheless . _th the passing of time, it is hoped tc convir.
the Dirsctors of the monetary benefits resulting from the
incentive skhome, and it is certain thnt, once the sale of this
firm's products equals the new production potential resulting
from the incentive and planning schemes introduced, .arge
profits will inevitably result. It is only in times of peak
production that any incentive wage scheme will yield the fullest

benUfitS .

3} A Comparison of the Incentive Wage Scheme Introduced into
this Factory with the Reguirements of a Scund Incentive

Wage Scheme,

The following are the main essentials of any sound

incentive wage acheme:-

1. The bonus earned by the employees should
be in direct proportion to any increase
in output resulting from the introduction
of the wage incentives.

2. The plen must be simple so that it can
casily be understood by employees.

3, Time wages should be guaranteed -~ workers
phould not fear that normal time wages
will be reduced should the standard pro-
duction level not be attained,
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small bonuses would be earned by the factory employees. The
constant aim i1s that not only should the present incentive
wage scheme be maintained, but that as the scheme becomes
firmly established, it should be applied to more and more
jobs of work not yet under the scheme, so that ultimately
all employees in the factory, will have the opportunity of
earning bonus wages,

It is submitted that it will be noticed from the above
points how closely the incentive wage scheme introduced into
this firm agrees with the theoretical requirements considered
necessary for the smooth operation of any incentive wage scheme,
The very fact that the scheme has survived the innumerable
difficulties previously dascribed, gives some indication of
the soundness of the scheme and of the future prospects that
lie ahead, The scheme, as introduced into this firm, has
vielded benefits to both employers and employees, and as a
better understanding of the scheme i3 attaired by the Directors,
the possibilities of the scheme will be fully appreciated. The
position at present is that the incentive wage scheme, while
being unreservedly accepted by the workers, is accepted by the
Directors but only because of the benefits that have already
been experienced, The most important of thesz benefits have
been a reduction in the total number of factory staff while
there has been an increase in prodﬁction. The Directors,
nevcrtheless, arc still not entirely convinced that the
schems will result in any financial gain - helieving that all
savings are paild out in the form of bonus, This belief is

disproved in the concluding chaptcr of this work.
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of its lower costs to either meet, or even to cut competitors'
prices, It was quite apparent to the efficiency expert employed
by this firm for the period of approximately one year, that in
addition to instituting a number of production reforms, it

was essential that a cost accountirg system which could be
constantly referred to by the various sales perscnnel of the

factory, be introduced.

A full description of the cost accounting system as
introduced by the efficiency expert has been given in the latter
half of chapter seven, it 1s sufficient here to say that the
information obtained as a result of this system has, since
the latter half of 1954, played an increasingly impcrtant role

in determining the pricing ..licy of this firm,

At present, before a new line is placed onto the market,
it is first costed to ascertain if it will pay the firm to make
the line, The costing gives a clear indication of whether
the line can be produced at a reascnable figure, or, if the
sample costed does not yield a satisfactory profit, then the
costing provides some measure of guidance to the extent to
which the weight of the sample of the new line must bhe altered
in order to give a satisfactory return, Once this cost has
been finalised, reference is made to competitors' prices,
which this firm may or may not find itself able to meet.

It should be noted that competitors' prices are used only
as a guide, and that it is only in rare cases that a line
will not be produced because of the inahility of this firm
to meet competitors' prices, Matters such as packaging
and quality play a very important role in the determination
of prices, and therefore it is possible that, if the pack-

ing of the article is superior, this firm wiii be able to
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Quite naturally the ideal in this firm, like that iIn
any other firm, is to sell as much as 1s possible, but as yet
no budgetary sales target has been set It is of interest to
note, however, thaot a scheme is being planned by which the
zvles of the various sales representatives of this firm will
be analysed, and a target sanles figure set for each represen-
tative, It is also hoped to introduce some sort of incentive
selling scheme in conjuncticn with the target snles figures,
in order to give s~lesmen financial cencouragement to surpass
the sat targets. If this scheme comes intoc operation, it will
lerd to the establishment of a total sales target fipgure, and
at the end of the financial year, this target figure will be
compared with the actual total sales,  Further, it will then
be possible to unalyse the s2les in different areas by different
salesmen, and will provide information for n detaniled investi-
gation to be made where sales have not been censidered
satisfactory, This in turn will make possible the reallocation
of sales promotional expenditure in favour of the arscas where
sales have not been satisfoctory. The introduction of a
system such as that described above means a considerable amount
of analytical work being undertakern and extra administrative
staff mny have to be cmployed, but the usefulness of any data

obtained would justify the extra cexpense.

Expenses incurred in promoting salcs, such as the costs
of advertising and costs of samples, are only loosely con-
trolled, though in the former casc the extromely conservative
advertising policy of this firm ensures that advertising
expenditure is képt at a minimum, The costs of advertising

has been budgeted for in -1 ind ect way by estimating an
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