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1. The general efficiency’ of the sales department
" in securing orders for maximum capacity of the
plant equals:
! “Sales
Maximum production at sales value
" 2. Efficiency of co-ordination with the produc-
- tion schedule equals:
- Average weekly deviation of
_sales from weekly capacity of
! § plant for period

100 per cent minus Weekly capacity at sales prices

3. Efficiency in securing accounts paying ac-
cording to terms equals: (5 year average)

“ Payments on time (gross)

Sales for period.
4. Credit efficiency equals:

Bad debts”

100 e i e
per cent minus Sales

Ratings in the Purchasing Phase

;

Policies : .

1. Secure materials at the lowest prices.

2. Secure materials on time for uninterrupted
production. !

3. Secure materials in accotdance witlf_speci-
fications.

4. Purchase to safeguard stocks against a de-
cline of inventory value. .

1. ‘Gen'era] efficiency of purchasing equals:

Cost of purchases — Cost at
100 . lowest market prices
er cent S ET e
per centminu Cost at lowest market prices
2. Efficiency of co-ordination with the produc-
tion department equals:

) ‘ Number of stoppages due to
lack of materials
Number of manufacturing
orders

100 per cent minus

*Since the maximum capacity of the plant represents 100
per cent sales, amounts over this are credited to the develop-
ment phase as shown in the example : !

Rating computed
General efficiency

108 per cent
100 per cent
—_—

Increase in sales (growth) 8 per cent
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3. Lfficiency in securing proper materials equals:

Cost "of materials in spoiled
production due to defective

) raw materials
100 per cent minus

4. Efficiency of inyestment in inventories equals:

Cost of inventory plus charges’

) —Cost at lowest market prices
100 per cent minus

Cost of inventory plus charges

Ratings iny the Production Phase

Policies:

L. Utilize a maximum of direct labor.

2. Utilize a maximum of materials.

3. Utilize a maximumrof overhead factors (in-
direct labor cxpcnsé power, rent, insurance, de-
preciation, etc.) . |

4. Maintain quality o(r'pm(luct.

5. Make deliveries.of orders on schedule.

L. Operating time efficiency of plant equals:

Number of operating hours for period’
Number of operating hours required for
maximum production |

Efficiency of labor utilization (with respect to
value) equals:

Payroll for maximum production/
Maximum production
Payroll / Production \

2. Efficiency of processing materials (with re-

spect to time) equals: !

Cost of materials in production output

Cost of materials in ma'icimlimirp‘)faﬂdcfiACJH»6171{1’3171;

Efficiency of material utilization (with respect

to value) equals: ,

Cost of materials spoiled in

production’ plus cost of mate-

o rials wasted in production

100 per cent minus — e . Ap R TP

- Cost of materials in production

3. Efficiency of utilization of indirect labor
(with respect to value only) equals:

*Charges=storage charges and loan inferest rate on invest-
ment. ’
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Estimated indirect labor / Maximum production
Indirect labor |/ Production

Efficiency of rent utilidation equals:
g i

I o
Rent / Value of m:iximum production
" Rent / Value of production

Lfficiency of power chatges utilization e(rluals:

Estimated power charges / Value of maximum
produdtion
Power charges / Value of production

Lfficiency of insurance charges utilization equals:
Estimated Insurance / Value of maximum
produdtion '
| Insurance / Value of production

|
Efficiency of depreciation expense utilization
equals: . B

Depreciation / Value of maximum production

Depreciation® / Value of production
Efficiency of utilization of other expenses equals:

Estimated other expenses / Value of maximum
production
Other expenses / Value of production

4. Efficiency of maintenance of quality equals:

Sales returns because of defects

100 per cent minus ISales for period

5. Efficiency of makingi deliveries according to
schedule equals: !

Number of orders khipped on time

Number of orders for period
. |

Ratings in General Management

Including #inance
Policies:
L. Provide stability by standardized results of
operation: ' :
a. Standardized raw material inventories.
b. Standardized finished ‘goods inventories.
¢. Standardized labor cost according to budget.

*Depreciation is estimated acedrding to operating hours of

| equipment.
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d. Standardized material cost according .‘to

budget. . .
e. Standardized ovethead costs according to

! budget.

f. Standardized net profits according to ‘l)'udget‘

2. Provide financial arrangements for con-
tingent expenses:

a. Lfficiency of cash position to meet current ex-
penditures.

b. Effictency of net profits in providing for re-
turn on investment and loans, and in providing for
funded debt.

1. Measurement of stability:
a. Efficiency of stability of raw material inven-
tories equals: (5 year average)*

Average monthly deviations of
inventory from average of
period .

100 per cent minus — :
Average inventory for period

b. Efficiency of stability of finished goods in-
ventories equals:'

Average monthly deviations

. from wo
100 per cent minus ——

c. Lfficiency of stability of labor costs, equals:
" + ! . . i
Average percentage deviation

100 per cent minus  from budgeted monthly labor
costs -

d. Efficiency of stability of material costs equals:

Average percentage deviation
100 per cent minus from budgeted monthly mate-
! rial costs.

e. Efficiency of stability of ()\'érllcadpwfactors
equals: )

Average percentage deviation

100 per cent minus  from budgeted monthly over-

head costs

f. Efficiency of the stability of net profits equals:

.« “Average pefcentage deviation
100 per cent minu$ ¢ 1 © c

from budgeted net profits
‘In the case of ratings a and b, the policy for mzlinmin‘ing
inventories is taken as the average of five years' operation.
Most concerns do not set a policy for maintaining stocks
according to fixed values, but compare such values in the

balance sheets from month to month. ‘




