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Fig. 1. Form of Pay-Roll Analysis.

chargeable to the product as the case may be. Recently
there has been the suggestion made (Denham) that we
speak of them as chargeable and non-chargeable, and
to my mind this is the truly simple and logical way of
defining labor for cost purposes. Such a plan leaves to
the words their most important and most obvious mean-
ing, removing only that limitation (chargeable or non-
chargeable) which cost accountants found it necessary to
impose. Varying opinions as to ‘the extent one could
or should clarge labor would in no wise effect, the
question of the directness or indirectness of that labor.

From the standpoint of costs, it will be found that
this method of analysis does not introduce any difficul-
ties whatsoever. For example, a productive indirect
worker, such as a toolmaker, may be charged directly to
a job, such as the manufacture of a tool, and another

" toolmaker directly to an expense, such as tool repairs.
. Furthermore, it has the advantage that should there in

any department be a class of productive direct workers,
who, for one reason or another, cannot be allocated or
directly charged to the work in process, it is nevertheless
possible to show them in their correct classification on
the analysis sheet.

There is one other matter to which I desire to call
your attention. As matters now stand, serious discrep-
afcies may be introduced for comparative purposes,
depending on whether or not, for instance, one of us
calls a millwright, under certain circumstances, produc-

v

tive and another calls him h_on—productive. The impor-
tance of the error lies in the fact that we get different
results in the matter of our productive labor. Under the

scheme proposed, however, the error is minimized, since

while we may disagree as to productivity, we cannot but
agree on the question of directness or indirectness, and
we would both, therefore, keep him out of direct pro-
ductive data.

The form of “Pay Roll Analysis” shown (Fig. 1)
will serve to indicate one of the many varied ways in
which information may be obtained by this system. It
is to be understood that this is offered merely by way
of illustration and that the figures given are fictitious.
It may be made more comprehensive, or it may be
greatly simplified depending on the requirements of the
particular business. For example, instead of showing
hours and wages alone, numbers of workers might also
be included. Such headings as “Supervision” or
“Other”" might be still further divided for purposes of
analysis. It might be condensed by putting “Clerical”
and “Other” in one column, and it might merely show
number of employees without any reference to wages
or hours. Auxiliary sheets for purposes of more de-
tailed consideration can easily be prepared by depart-
ments or under such suitable division as might be de-
sired. ~ From the form shown, however, it is apparent
that very considerable information may be derived as
to the relative wages paid to or hours worked by the
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groups indicated. Not only may we test non-produc-
tive wages or hours’against the grand total but we
may also find what relation each division “Direct,”
“Indirect” and “General” bears to the total, Each
manufacturer and each executive interested in “Pay
Roll Analysis” can easily determine for himself what
data he is particularly interested in and arrange to suit
himself the form in which it is presented.

It will be observed that hours are credited to each
division just as are wages or salaries. The purpose of
this is to eliminate the likelihood of incorrect conclu-
sions being drawn from insufficient data. For instance,
if we were comparing a certain month with an earlier
one, the former being a part time month and the latter
a full time one, all other things being equal, the ratios
obtained in each month would be identical, if our ra-
tios were based on numbers of employees. As soon as
we obtain these ratios on the hour basis, however, we
find that there is a marked difference as between the
two periods. Total earnings may also be misleading.
Average earnings or wages are of value not only be-
cause the ratios resulting are fairly accurate and com-'
parable but also because the actual values in themselves
should give illuminating information.

The manner of arriving at the number of hours is a
very simple one. All those working on clock cards are
credited with the hours shown on the cards; all those
on the weekly or monthly basis of pay and not working
on clock cards are credited with the theoretical hours
which they are supposed to work, no consideration being
given to overtime or absences, unless in the latter case
a deduction from pay is made.

That the principle of the scheme is in itself very
simple, should be readily apparent. Once the defini-
tions are understood, there need be no further concern
as to the ability of the Pay Roll Department to properly
analyze the pay roll, or any difficulty on the part of the
executives in understanding the information’ presented.
The use of the terms “Productive” and “Non-Produc-
tive and “Direct” and “Indirect” are so easily compre-
hended that once we appreciate the method of their ap-
plication and forget the manner in which they have
been used by ‘cost accountants, we can almost classify

our labor’ without thought of definitions. Once you -

get the basic idea in your mind, you immediately vis-
ualize a certain group of workers when you hear the
term “Direct. Productive,” and the same is true of
“Indirect Productive” or any other group.

I am fully convinced that the only satisfactory solu-
tion of the problem of labor classification for pay roll

analysis is upon what I' might term vertical as well as -
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horizontal lines of demarcation. If we accept this
theory, we have then only to finally determine the exact
“definitions for the various divisions, whether they be
sthose proposed above or others. In any event we can
and should achieve a common plane of understanding
to our inestimable benefit and advantage.
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Fig. 2. Dlustrative Chart.

DISCUSSION

Mr. C. F. Brown stated that it seemed to him that the prob- .,

lem could be divided into three distinct phases, as follows :

1. Is the present form of payroll analysis satisfactory, i. e,
should the present definition of what is productive and what is
non-productive be continued ? &

2. Does the idea or general principle of method B*"payn:oll
analysis submitted appeal to the members present as putting
things in a clearer light than the ordinarily accepted terms?

3. Question of definitions.

Mr. E. F. Papworth of the Brown-Lipe-Chapin Company

stated that he personally had long been dissatisfied with the

terms “productive” and “non-productive,” and “direct” and “in-
direct,” as used by cost accountants, and felt that the terms
“chargeable” and “non-chargeable” were preferable because
they were ordinarily the determining factor between produc;
tive and non-productive labor in the cost installation. Mr. Pap-
worth cited the instance of an inspector who has pieces coming
to his bench' for inspection and who is just as necessary:to pro-
duction as a machine operator, but that due to the large variety
of parts which he may inspect, it is impossible to charge his
time directly to any blue print or operation number, and that,
therefore, there is no alternative to charging his time to ex-
pense in most cases.

Mr. Papworth asked Mr. C. F. Brown, for the benefit of
the assembly, to assume that his business was in a bad way
fi ially due to busines§ depression, itating the imme-
diate cutting down of expenses, and to illustrate through his
scheme of payroll analysis what class of workmen should first
be dispensed with. :
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