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EMPLOYEE COST AND DIRECT EXPENSES
I. INTRODUCTION
It is a significant component of cost, generally the second highest in the manufacturing concern and 
the highest in the service industry.

Every organisation consists of people working in it and the success of the organisation depends to 
a large extent upon the people (quality of persons) working in it. It is a difficult task for the 
management to deal with human beings, who are different in nature and hence difficult to control. 
Management tries to make the best use of available human resources and minimise the total labour 
cost.

DIRECT LABOUR: It is defined as the cost which can be identified with and allocated to cost 
centres or cost units. For example, all wages of labourers directly engaged in production and wages 
paid to workers engaged in construction site are direct wages.

INDIRECT LABOUR: It is that labour cost which is not possible and economically feasible to trace 
to any specific product. For example, wages and salaries to employees in Purchasing Department, 
Stores, Office and Time-Keeping Department, Firemen and Supervisors, Maintenance Personnel 
etc. are indirect labour cost.

EMPLOYEE (LABOUR) COST CONTROL - Employee cost control means control over the cost - 
incurred on employees. Control over employee costs does not imply control over the size of the 
wage bill; it also does not imply that wages of each employee should be kept as low as possible.
The aim should be to keep the wages per unit of output as low as possible. This can only be 
achieved by giving employees appropriate compensation to encourage efficiency so that optimum 
output can be achieved in effective manner.
A well-motivated team of employees can bring about wonders. Each concern should, therefore, 
constantly strive to raise the productivity of employee. The efforts for the control of employee costs 
should begin from the very beginning. There has to be a concerted effort by all the concerned 
departments.

Direct Employee Cost                                          Indirect Employee Cost
1. It is the cost incurred in payment of 
    employees who are directly engaged in the 
    production process.

2. Direct employee cost can be easily identified 
    and allocated to cost unit.

3. Direct employee cost varies with the volume 
    of production and has positive relationship 
    with the volume.

1. Cost incurred for payment of employee who 
    are not directly engaged in the production 
    process.

2. Indirect employee cost is apportioned on 
    some appropriate basis.

3. Indirect employee cost may not vary with the 
    volume of production.
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Department                                                            Functions
1. Personnel Department i)  On receipt of employee requisition from the various departments 

     it searches for the required skills and qualification.
ii)  It ensures that the persons recruited possess the requisite 
     qualification and skills required for the job
iii)  Arranges proper training for the newly recruited employees and 
     workshops for existing employees.
iv) Maintains all personal and job related records of the employees.
v)  Evaluation of performance from time to time

2. Engineering & Work 
    Study Department

i)   Prepares plans and specifications for each job.
ii)  Providing training and guidance to the employees.
iii) Supervises production activities.
iv) Conducts time and motion studies.
v)  Undertakes job analysis.
vi) Conducts job evaluation.

3. Time-keeping 
    Department

     Concerned with the maintenance of attendance records 

IMPORTANT FACTORS FOR THE CONTROL OF EMPLOYEE COST
To exercise an effective control over the employee costs, the essential requisite is efficient utilisation 
of employee and allied factors. The main points which need consideration for controlling employee 
costs are the following:
(i) Assessment of manpower requirements.
(ii) Control over time-keeping and time-booking.
(iii) Time & Motion Study.
(iv) Control over idle time and overtime.
(v) Control over employee turnover.
(vi) Wage and Incentive systems.
(vii) Job Evaluation and Merit Rating.
(viii) Employee productivity.

COLLECTION OF EMPLOYEE COSTS
The task of collecting employee costs is performed by the Cost Accounting Department which 
record separately wages paid to direct and indirect employee. It is the duty of this department to 
ascertain the effective wages per hour in each department and to analyse the total payment of 
wages of each department into:
(i)   The amount included in the direct cost of goods produced or jobs completed;
(ii)  The amount treated as indirect employee and thus included in overheads; and
(iii) The amount treated as the cost of idle time and hence loss.
(iv) The amount treated as abnormal loss/ gain and to be transferred to profit and loss account.

Through this process costs of various jobs are ascertained. Naturally, in this the proper recording of 
time spent by the employees is essential.

 CA Intermediate | Costing | Employee Cost and Direct Expenses
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II. LABOUR RECORDS
There are two types of records maintained in case of Labour - Time Keeping & Time Booking
1. Time Keeping - Time keeping refers to the correct recording of the employee's attendance time.

Methods of Time - Keeping
a. Hand - written records - Attendance Register
b. Metal Disc or Token Method
c. Punch Card System
d. Bio-Metric Attendance System

Objectives of Time Keeping
➤ Payroll Preparation - Employee payrolls are prepared based on of time-keeping records 
     e.g. attendance registers.
➤ Ascertainment and Control of Labour Cost - From payrolls, total labour cost can be 
     ascertained. It is further classified into Direct and Indirect, in order to facilitate control.
➤ Calculation of overtime - Overtime entitlement of workers is calculated on the basis of total time 
     spent and the excess time over and above regular working hours.
➤ Calculation of Idle Time - Difference between total time spent (as per time-keeping records) 
    and total productive time (as per time-booking records) constitutes idle time.
➤ Disciplinary purposes - Time Keeping constitutes part of organisational procedures. This is to 
     reflect the order and discipline prevalent in the organisation.
➤ Statutory Compliance - Registers and Records relating to time keeping are required to be 
     maintained under Labour Laws like the Factories Act etc. This will ensure legal compliance.
➤ Overhead distribution - Production Overheads are absorbed over jobs or products using 
     Labour hour Rate as the basis.

2. Time Booking - It refers to the recording of time spent by a worker on each job, process or 
     operation.

Methods of Time - Booking
a. Time Card and
b. Job Card

III. TIME AND MOTION STUDY
Time Study is defined as recording and analysis of time required for a job with a view to set standard 
time requirements. Motion Study implies analysing the work into basic operations or motions in a 
job. These methods are complementary to one another. Father of these studies is Gilbreth, who had
studied the movements required in laying bricks on a wall and reduced the number of movements 
from 18 to 6. He named these motions as "THERBLIG".

Procedure -
a. Observation of workers to record their movements.
b. Classification of movements into: (a) Necessary and (b) Wasteful.
c. Elimination of wasteful movements and improvisation of necessary movements.
d. Provision of standard tools and equipment to workers.

 CA Intermediate | Costing | Employee Cost and Direct Expenses
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e. Observation of workers and recording time taken for necessary movements.
f. Determination of average time required for the job, taking efficiency / rating factor into account.
g. Determination of Standard time = Average time + Idle Time Allowance (Contingencies, Rest etc.)
h. Addition of incentive margin, if any, to attract efficient workers.

Objectives -
a. To determine the best way of doing things by avoiding wasteful movement.
b. To reduce stress and strain in job performance.
c. To determine standard time for completion of a job.
d. To lay down norms for efficiency and performance evaluation.
e. To determine fair rate of wages based on output achievable per day.

IV. TREATMENT OF ITEMS OF LABOUR COST
i. Idle Time - The difference between the time paid for and actual (effective) time worked for is 
known as idle time. This can also be calculated as the difference between the time recorded as per 
Time Keeping Records and as per the Time Booking Records. The idle time then is analysed into 
Normal and Abnormal idle time.

Causes leading to Idle time -
Normal causes: The main causes, which lead to the occurrence of normal idle time are:
a. Time taken by workers to reach the production department from the main gate of factory.
b. Time lost between the finish of one job and starting of next job.
c. Time spent to overcome fatigue and tiredness.
d. Time spent to meet workers personal needs like taking lunch, tea etc.
e. Time required for set up of machinery, initial processing of materials etc.

Abnormal causes: The main causes, which lead to abnormal idle time, are:
a. Machine break-downs, power failure, non-availability of raw materials and tools, waiting time for 
    jobs due to defective planning.
b. Conscious management policy decision to stop work for some time e.g. maintenance shut down.

Accounting Treatment:
a. Normal Idle time -
Cost of normal idle time is transferred to factory overheads account and thereby charged to Cost of 
Production.
b. Abnormal Idle time - Cost of abnormal idle time is transferred to Costing Profit and Loss 
Account.

Difference between Normal Idle time and Abnormal Idle time

 CA Intermediate | Costing | Employee Cost and Direct Expenses

Normal Idle Time                                       Abnormal Idle Time

a. It refers to the idle time inherent in every 
work situation. It is estimated in advance.

It refers to the idle time over and above 
normal idle time. Abnormal = Actual less 
Normal
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b. It is unavoidable and cannot be eliminated 
totally.

It is avoidable. It is further sub-classified 
into (a) Controllable and (b) non-
Controllable.

c. Cost of Normal Idle Time is treated as a 
regular part of cost of production. It is 
treated either as Direct Wages (for direct 
workers) or as Works Overheads (for 
indirect workers).

Cost of Abnormal Idle Time constitutes a 
loss, which should be debited to Costing 
Profit and Loss Account. In case it is 
controllable, the responsibility should be 
fixed on the person in default.

d. In the long run, normal idle time may be 
reduced through improved technologies, 
methods and procedures.

Controllable Idle time should be eliminated 
through proper managerial action.

ii. Overtime: Time spent by labour over and above normal time is known as overtime and it is 
generally paid at double the normal wage rate.
Overtime wages = Normal wages + Overtime Premium.
Causes of overtime:
Overtime may arise due to any of the following reasons:
a. Genuine labour shortage, which leads to the firm being understaffed.
b. Pressure of immediate / urgent delivery by a customer.
c. Making up shortfall in production targets, due to some fault of management, or uncontrollable 
    factors or unexpected developments.
d. Increase in production targets than budgeted, to meet rise in market demand.

Effect of overtime on productivity:
Overtime involves extra cost and the overtime premium paid to workers increases cost of production 
in the following ways:
a. Overtime premium paid is an extra payment in addition to the normal rate.
b. Efficiency of operator during overtime work may fall and hence output may be less than normal.
c. In order to earn more, workers may not concentrate on work during normal working hours and 
    thus standard output during normal working hours may come down.
d. Reduced output and increased premium of overtime will bring out a overall increase in cost of 
    production. Hence, overtime should be resorted to only when it is extremely essential.

Treatment of Overtime Premium in Cost Accounting:
Overtime premium is generally treated on the basis of the situation demanding overtime work:

Situation                              Accounting Treatment of Overtime Premium
Due to genuine labour shortage Treated as Regular Cost of Production, as 

Direct Labour, by inflating normal wage rate.

At customer's desire, e.g. immediate delivery 
etc.

Charged to the Job directly. Such amount will 
be suitably recovered from the customer by 
charging at a higher rate.

Irregular overtime to meet production 
requirements due to unexpected developments.

Charged to job by treating it as Factory 
Overheads.
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Measures for controlling overtime cost:
The following procedural and administrative measures may be adopted for minimizing overtime :
a. Proper Supervision: Work done during normal hours should be monitored carefully. This will 
    ensure that there is no spill over from normal to overtime, when the output can be achieved in 
    regular time itself.
b. Sanction: The overtime work should have the prior sanction of the competent authority. The 
    reasons justifying the overtime should be specified and considered acceptable.
c. Efficiency Comparison: Overtime efficiency should be compared with regular time efficiency. In 
    case the overtime efficiency is very low, it may not be worthwhile to work overtime.
d. Periodical Reporting: Report on overtime work, output achieved, efficiency, reasons for overtime 
    work etc. should be sent periodically to top management for review and action.
e. Restriction on overtime: Sometimes, an upper limit may be fixed on overtime for each category 
    of workers, e.g. maximum 15 hours of overtime per month per worker.
f. Revised Standards for job performance: Sometimes, the time allowed for completion of job 
    may be set without any specification as to normal time and overtime. For example, in software 
    development, if the project duration is set as 12 weeks, the exact hours of work night or day need 
    not be specified upon, as long as the work is completed within the total time allowed.

iii. Holiday and Vacation Pay: Employees are normally entitled to some paid holidays and vacation. 
     Such payments may be included in departmental overheads.

iv. Night Shift Allowance: It is treated as part of overheads.

v. Fringe Benefits: These may be monetary benefits like sick pay, employer's contribution to 
provident fund, leave pay, gratuity, attendance bonus etc. These may be non monetary benefits like 
transportation facility, entertainment facility, free lunches, medical facilities etc. It is more appropriate 
to treat fringe benefits as a part of direct labour cost, but for administrative convenience they are 
normally treated as a part of overheads.

V. JOB EVALUATION AND MERIT RATING
Job Evaluation is the technique of analysis and assessment of jobs to determine their relative value 
within the firm so that a fair wage and salary structure can be established for various jobs.

Merit Rating is the comparative evaluation and analysis of the individual merits of the employees 
working on similar jobs.

Due to fault of a particular department e.g. 
non-availability of materials during normal time

Charged to the department in default, in order 
to fix responsibility and prevent recurrence.

Due to abnormal conditions e.g. strike etc. Charged to Costing Profit and Loss Account.
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Job Evaluation                                                        Merit Rating
1. It is the process of determining relative 

worth of different jobs.
It is the process of determining relative 
worth of persons in the organisation.

1.

2. It is carried out with an intention to design 
the salary and wage structure.

It is carried out with an objective 
promotion, transfer, or appreciation of an 
employee.

2.

3. A uniform and fair wage structure is 
devised during job evaluation technique.

It ensures fair wages to workers on the 
basis of their performance and merit.

3.

4. Factors Considered:
1. Analytical and Conceptual skill
2. Management and administration skill
3. Behavioural skill
4. Technical skill or physical work, etc.

Factors Considered :
1. Experience
2. Association with the organisation
3. Productivity i.e., efficiency
4. Behaviour, sincerity, honesty, 
    punctuality, etc.
5. Relative importance in the organisation.
6. Specialised skill, etc.

4.

VI. LABOUR TURNOVER
It is the rate of change in the labour force during a specified period.
There are different causes for labour turnover, which can be broadly classified under the following 
three heads.

a. Personal Causes
➤ Change of jobs for betterment.
➤ Premature retirement due to ill health or other reasons.
➤ Domestic problems and family responsibilities.
➤ Marriage (specially in case of women).

b. Unavoidable Causes
➤ Seasonal nature of the business
➤ Shortage of raw material, power, slack market for the product etc
➤ Change in the plant location
➤ Disability, making a worker unfit for work;
➤ Disciplinary measures
➤ Death or reaching the age of retirement.

c. Avoidable Causes
➤ Dissatisfaction with job, remuneration, hours of work, working conditions, etc.
➤ Strained relationship with management, supervisors or fellow workers;
➤ Lack of training facilities and promotional avenues
➤ Lack of recreational and medical facilities;
➤ Low wages and allowances.
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Effect of Labour Turnover:
It increases the cost of production in the following ways
a. Normal flow of production is disturbed.
b. Efficiency of new workers is lesser than the old or experienced workers.
c. Additional cost of recruitment and training.
d. Untrained or new workers causes more breakage of tools, wastage of material, defective, etc.

Effect of high and low labour turnover

Steps to minimise Labour Turnover:
1. Exit interview with each outgoing employee to ascertain the reasons for his leaving the 
    organisation.
2. Job analysis & evaluation carried out even before recruitment to ascertain the requirements of 
    each job.
3. Scientific system of recruitment, placement and promotion, by fitting the right person in the 
    right job.
4. Enlightened attitude of management - Mental resolution on the part of management by taking 
    workers into confidence and creating a healthy working atmosphere, with measures such as:
➤ Framing Service Rules after discussion between management and workers union.
➤ Provision of facilities for education, training and development of workers.
➤ Introduction of procedures for settlement of worker’s grievances.

5. Use of Committee, comprising of members from management and workers to handle issues 
concerning worker’s grievance, requirements, etc.

Turnover Ratios:
There are 3 methods to calculate labour turnover ratios:
(1) Replacement Method

 CA Intermediate | Costing | Employee Cost and Direct Expenses

High labour Turnover                                         Low Labour Turnover
➤ Decrease in production targets,
➤ Increase in the cost of selection, recruitment 
     and training,
➤ Increase in material wastage and tool 
     breakage,
➤ Increase in the chances of breakdown of 
     machinery at the shop floor level,
➤ Increase in the number of accidents,
➤ Loss of customers and their brand loyalty 
     due to
1. non supply of the finished goods; or
2. substandard production of finished goods

➤ Low cost of selection, recruitment and 
     training
➤ Minimum material wastage, tool breakage 
     and breakdown of machines
➤ Reduction in number of accidents
➤ No loss of customers due to timely and 
     continuous supply of finished goods.

Ratio =                                                                              x 100
No. of employees replaced during the year

Average no. of employees on the roll
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(2) Separation Method

(3) Flux Method

w Employee turnover due to new recruitment =

w Equivalent employee turnover rate =

VII. LABOUR REMUNERATION SYSTEMS
1. Time Rate:
    Hours Worked X Rate-per hour           OR         Days Worked X Rate per day          OR           
    Weeks Worked X Rate per week
(Under this method, every worker gets the wages for actual time spent by him on the job 
irrespective of his efficiency)

High Wage Plan
Under the High Wage Plan, Total wages paid to the worker = Hours Worked x Rate per hour.
However, the wage rate is substantially higher than that prevailing in the area / industry. In return, 
he is expected to maintain a very high level of performance, both quantitative and qualitative. This 
plan is suitable where high quality of work and also increased productivity are required.

Advantages:
a. It is simple and inexpensive to operate.
b. It helps in attracting highly skilled and efficient workers by providing suitable incentive.
c. It reduces the extent of supervision.
d. Increased productivity may result in reduction of unit labour cost.

Disadvantages:
a. Higher wages are to be paid every time.
b. Lesser supervision may result in sub-standard quality.

 CA Intermediate | Costing | Employee Cost and Direct Expenses

Ratio =                                                                                   x 100
No. of employees separated during the year

Average no. of employees on roll during the year

Ratio =                                                                                                                          x 100
(No. of Employees separated + No. of Employees joined during the year)

Average number of employees on the roll.

                                                                                                                          x 100
No. Of Separation + No. Of Replacement + No. Of new joining

Average no. Of employees during the period on roll

Employee turnover rate for the period

Number of days in the period
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                                           Overview of Wage & Incentive systems

2. Differential Time Rate System
According to this method, different hourly rates are fixed for different levels of efficiency. Up to a 
certain level of efficiency the normal time or day rate is paid. Based on efficiency level the hourly 
rate increases gradually. The following is an example of differential time rate system:
Up to, say 75% efficiency                                 Normal (say ₹N per hr.)
From 76% to 80% efficiency                                         1.10 x N
From 81% to 90% efficiency                                         1.20 x N
From 91% to 100% efficiency                                       1.30 x N
From 101% to 120% efficiency                                     1.40 x N

3. Straight piece Rate System:
    Number of Units Produced X Rate per unit
    (Efficient worker earns higher wages under this method)

Advantages:
a. The system is simple to operate and easy to understand.
b. The incentive provided is quite effective as the workers get the full benefit of any increase in 
    production and the employer also gains by saving on overhead costs.
c. Labour cost per unit being constant, these can be calculated in advance and quotations can be 
    confidently submitted.

Disadvantages:
a. The quality of output is not guaranteed since focus is primarily on quantity.
b. Maintenance of detailed statistics of production of individual workers is necessary.
c. Maintenance of satisfactory discipline in the matter of arrival and departure of workers is slightly 
    difficult.
d. There may be wastage of resources like materials, machinery etc. since workers are anxious to 
    produce more.

 CA Intermediate | Costing | Employee Cost and Direct Expenses

Simple
Time Rate

Differential
Time Rate

High Wage
Plan

Measured
Day Work

Piece Rate
Methods

Premium Bonus
Methods

Combination of Time
and Piece Rate

Differential
Piece Rate

Simple
Piece Rate

Taylor
System

Merrick
System

Gantt’s Task and
Bonus System

Emerson’s
Efficiency System

Points
System

Bedeaux
System

Haynes
System

Halsey Weir Halsey Rowan Barth

Timebased Result based
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e. Skilled workers and supervisors (who are often paid on time basis) may resent higher wages to 
    unskilled workers paid on piece basis.

4. Halsey Premium Plan / Halsey Weir Premium System
                     (Hours worked X Rate per hour) + 50% (Time Saved X Rate per hour)
* Under the Halsey Weir System, the % of bonus may vary in the range between 30% to 70%

Merits:
a. Time Rate is guaranteed.
b. Workers can earn more by saving time.
c. Employer gets 50% share of time saved.

Demerits:
a. Incentive is not as strong as piece rate system.
b. Rate per piece is lower than under simple piece rate.
c. Employee gets reward for only 50% of the time saved.

5. Rowan System
                                                                 Time saved 
                                                               Time allowed
Merits:
a. Time Rate is guaranteed.
b. Workers can earn more by saving time.
c. Share between employer and worker is equitable.
d. Moderately efficient workers are rewarded reasonably than under Halsey Plan.

Demerits:
a. Incentive is not as strong as piece rate system.
b. It is difficult to compute than Halsey System.
c. Sharing principle is not welcomed by employees.
d. Where time saved is more than 50% of time allowed, the incentive is lower.

IX. DISTINGUISH BETWEEN CASUAL WORKER AND OUTWORKER
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Particulars                       Casual Worker                                              Out Worker
1. Meaning A casual worker is appointed for a short 

duration to carry on normal business 
activities in place of a regular but 
temporarily absent worker.

A worker who does not work in the factory 
premises but either works in his home or 
at a site outside the factory is known as 
an outworker.

2. 
Remuneration

He is paid on daily time basis. He is also 
known as daily wage worker or badli 
worker.

An outworker who works in his home is 
usually compensated on the basis of his 
output.

(Hours worked X Rate per hour) +                             X (Hours worked X Rate per hour)
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3. Nature of 
    work

He is engaged for the regular work 
inside the factory.

He is supplied with raw materials and 
tools necessary for carrying out the job. 
An outworker (outside the factory) is 
usually engaged on specialised jobs / 
contract work.

X. LABOUR PRODUCTIVITY / EFFICIENCY
It refers to the levels of efficiency attained by the workers. It is computed as under :

➤ Based on Time :

➤ Based on Output :

Factors considered for increasing labour productivity:
a. Employing only those workers who possess the right type of skill.
b. Placing a right type of man on the right job.
c. Training young and old workers by providing them right opportunities.
d. Taking appropriate measures to avoid excess or shortage of labour at the shop floor.
e. Carrying out work-study for fixing wage rates, and for simplification and standardisation of work.

Standard Time allowed for actual output
Actual Time taken

Actual Output
Standard Output for the time worked

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________
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1.  

MULTIPLE CHOICE QUESTIONS

The input output ratio in case of labour means

(a) The value of output to the wages paid
(b) Actual hours paid for and production made in units
(c) Abnormal idle time and normal idle time
(d) None of the above

 CA Intermediate | Costing | Employee Cost and Direct Expenses

2.  Job Specification is

(a) The list of operations to be performed for completing the concerned job
(b) The requirement in terms of goods to be produced or work to be done
(c) The list of qualities and qualifications which the employee concerned should have to do the 
      job well
(d) A list containing the names of employees who will be assigned to different jobs

3.  Direct labour means

(a) Labour completing the work manually
(b) Labour which is recruited directly and not through contractors
(c) Permanent labour in the production department
(d) Labour which can be conveniently associated with a particular cost unit.

4.  Time and Motion Study is essential for

(a) A rational promotion policy
(b) Completing a job on time
(c) Determining the standard time and correct method of completing a task
(d) Determining prices of products

5.  For reducing the labour cost per unit, which of the following factors is most important

(a) Low wage rates
(b) Higher output to input ratio
(c) Strict control and supervision
(d) Longer hours of work

6.  Which of the following statements are true

(a) Productivity of workers can be improved only if they are supervised closely
(b) It is no use paying higher wages to labour because they would spend their money on 
     drinking and smoking
(c) A well satisfied & motivated team of workers can raise productivity to a large extent
(d) None of the above
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7.  Labour turnover is measured by

(a) Replacement method                                    (b) Separation method
(c) Flux method                                                   (d) All the above
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8.  Salary of a foreman should be classified as

(a) Administration overheads
(b) Production overheads
(c) Selling and distribution overheads
(d) Variable overheads

9.  Merit Rating means

(a) Giving merit certificates to the workers
(b) The system of labour remuneration
(c) The process of determining relative worth of an employee
(d) None of the above

10.  Which of the following is not a cause of labour turnover

(a) Seasonal nature of the business
(b) Marriages, death, retirement etc.
(c) Low wages & allowances
(d) TDS deduction from the salary of workers

11.  Process of determining relative worth of different jobs is known as -

(a) Job Evaluation                                              (b) Merit Rating
(c) Both of these                                                 (d) None of these.

12. _________ is a comparative evaluation & analysis of individual merits of employees working 
on similar jobs.

(a) Job Evaluation                                             (b) Merit Rating
(c) Both of these                                                (d) None of these

13. Which of the following is an avoidable cause of labour turnover

(a) Seasonal nature of the business
(b) Marriages, death, retirement etc.
(c) Low wages & allowances
(d) Family responsibility

14. Which factors are to be considered for Job Evaluation –

(a) Analytical & Conceptual Skill                        (b) Experience
(c) Efficiency                                                      (d) None of the above

15. Which factors are to be considered for Merit Rating -

(a) Association with the organisation                 (b) Experience
(c) Efficiency                                                      (d) All of the above
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EMPLOYEE COST AND DIRECT EXPENSES
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Introduction :
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It is significantcomponent of total cost

Generally highest for service sector organisation
second highest for manufacturing organisation
success of an organisation is dependent on quality of
work force associated with it It is difficult task

for the management todeal with human being as they have

different background culture Education philosophical

priorities religion etc
Labour cost is divided in 2parts

Indirect labourcostDirectLabour cost

1 It is the cost incurred in

paymentfor employees who are

directlyengaged in prodprocess
2 Directemployee cust can be

easily identified associated apportioned over
cost centres

with a costobject or wst unit on suitable appropriatebasis

It is the cost incurred in
paymentforemployees who are not
directlyengaged in prod process

Indirectemployee cost is to

be3Direct labour cost varies
with volume of production
It has positive relationwith
No ofunits

produced3
Indirectlabour cost may or
not vary as per volume of

production.variablecost prime cost variable overheads

Direct labour cost will become part of prime cost
whereas indirect labour cost will become of overhead cost

Mananagement tries to make
best possible use of

humanresourcesavailablewith it at minimumpossible cost
optimum use of human resource
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I There are 2 types of Labour records
i time keeping records ii TimeBooking records

1 Time keeping records This is exact recording of
employee's attendance time Timein to Time out

Timekeeping records canbe maintainedwith the helpof
a Handwritten records Disc a punchcards d Tokens
e Bio metricmachines etc

2 TimeBooking record It is the exact recording
time spent by workers on various jobs orders processes etc
Time booking records can be maintained with the help of

a Job cards b Time cards

II Differencebetween time recorded as per time keeping records

timebooking records is known as Idle time

Idle time is further divided in a parts
Normal idle time b Abnormal idletime

causes for normal idle time
i timeto reach production floor fromfactorygate
ii time lost beth endof one job start of new job
iii Lunch tea refreshment breaks
iv time requiredfor setup of machine
u time required to come out of tiredness fatigue etc

2 Causes of abnormal idle time
i Machine Breakdowns ii Accidents iii power failure
iv shortage or unavailability of raw materials

etcIIwages paid for normal idle time will be included
in cost of production either by inflating the wage rate
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What is Time & Motion Study?

191

or by including it in Factoryoverhead cost whereas

wages paidfor abnormal idle time will be directly
debited to costing P L Alc

1 Payroll preparation
2 Ascertainment control of labour cost
3 overtimecalculation
a overhead cost distribution
s Disciplinary measures
6 statutory compliances Legal compliance

1 Timestudy is defined as recording analysis of time

requiredfor a job witha view to set standard time for a

job motionstudyimpliesanalying the work in to basic

operations or motions in a job These methods are

complentary to each other

2 Father of these studies Gilbreth who had studied the
movements required in a brick layingprocess reduced

the movements from 18 to 6 He named these movements
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3 steps in time motionstudy
i observationofworkers to record their movements

ii classificationof movements into Necessary wasteful

iii Improvisationof necessary movements elimination of
wastefulmovements

iv provision for standard tools equipments
u observation recordingtimefor necessary movements
setting the standard time for new workers

Rate of change in work forceduring a specified period
is known as labour turnover There are 3 main causes

of labour turnover
a personal causes unavoidable

lauses

i seasonal nature of
business

ii slack market
iii changeof plant
location

iv Disciplinary
causes

1 Death reachingage
ofretirement

vi Disabilitymaking
the worker unfit
for the job

etcb

Avoidable
causes

i Dissatisfaction
with work culture

salary workinghrs
etc
iistrainedrelationship
with

managementi
change of jobforbetterment

ii prematureretirement
due ill health or

other reasons
iii Family problems
Familyresponsibilities

iii lack of training
medicalfacilities

it lackof promotional
avenuesetciv

Marriages
specially in case

of women
etc
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What are the steps that can be taken to minimize Labour Turnover?

What are the methods to measure Labour Turnover?

193

productionschedulegets disturbed
smooth workflow getsdisturbed
New workers may not be as efficient as old
workers whichmay increase machine break downs
accidents wastage of raw materials etc

4 Additional cost of training recruitment etc
s sub standard production
6 Impacton customer loyalty also

1 Exit interview
2 Jobanalysis job evaluation is carried out

even before recruitment to ascertain requirements
of Job Rightpersonshouldbeappointed for rightjob

3 scientific system of recruitment
4 Enlightened attitude of management
s use of

commiteesThere

are 3 methods to measure labour turnover

separationmethodNo
ofworkers left dischargedduring

the period times100Labour turnover
ratioAug Noofworkers on Rollduring

theperiod
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Replacement
methodNo_of

workers replacedduring
the period times100Labour turnover

ratioAug Noofworkers on Rollduring
theperiod

Fleae methodNo_of workersjoinedNoof workers left
duringthe period duringtheperiodLabourturnover times100

ratioAug Noofworkers on Rollduring
theperiod

I Isingin in
I ie of
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Question 1 :

Calculate the wages payable to 3 workers A, B & C under different methods of remuneration. 
The following data is relevant for the purpose.
Time Rate             ₹30 per hour;            Std. time allowed for one piece is 20 minutes.
Production made by workers in a day of 8 hours is -
A - 30 units,           B - 24 units               C - 20 units.
Calculate their wages under
(a)Time Rate system
(b) Piece Rate basis
(c) Halsey Premium System
(d) Rowan System

195

Also calculate Effi ratioforeach worker

key dataActual

output
units

Timetakenstandardtimefor
actual
output
hrs
10hrs

left30times20right60

ordinary
piece ratepn.Timesavedworkers

hrs hits X
Std
pu
his

hrs

overlinez30timesleft2060right
overlinez10102830A8hrs O824left24times20right60B

6666hrs 820 10C
left20times20right60

calculationof Totalwages under

i Time rate scheme Hrs worked wage rate perhour

A 8h25 X 302401workersB 8h2 11 30 240
8h25 730 2401
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ii ordinary piece rate scheme upstatef qtfap.lupiece

10 300

102240A
Bounits

B 124units
c 20 units 10200workersiiiHalsey's premium plan

Has worked X Rateperhr 50 fTime X Berthour
A 8h05 xgeq3050left2hsstimesright 23 0 270

workers BC 8h2 xleft30right0
8 has X 3 00

2240
2240

iv Rowan's premium plan

Hrs worked X rateperna I X Eing

A 8h8 xgeq302 11s X 240 Sigma288workers

z240overlinez240B8 has xleft30right0
left8hrxtimesXi30right0

calculation of efficiency ratio

in times100
workers beginmatrixABfendmatrix i2 beginmatrixtimes100125times100100endmatrix

E200z2 40 times10083frac13
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Question 2 :

Calculate the normal and over time wages payable to a workman from the following data -

Normal Working hours                                   8 hours per day
Normal Rate                                                   ₹ 5 per hour
Overtime rate up to 9 hours in a day at single rate and over 9 hours in a day at double rate or up 
to 48 hours in a week at single rate and over 48 hours at double rate, whichever is more 
beneficial to the workman.

Days                                 Hours
Monday                                     8 hours
Tuesday                                    10 hours
Wednesday                               9 hours
Thursday                                   11 hours
Friday                                        9 hours
Saturday                                    5 hours
Total                                          52 hours
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Whenovertime rate paid up to a hrs in a day at single
rate over g hours aday at double rate

Has to be paidatDayHoursworkedDouble rate
I

2

0

0

3single

rate

8

9
9
9
9
5

49

8
10
9

11
9

SMonday
Tuesday
Wednesday

Thursday

Friday

SaturdayTotalTotal
wages payablefor

the week left49hrstimesEsrightleft3hsstimesE10right
OR

52h as X Is overtimepremium

szhxsx Es left3hxstimeszsright
overlinez275
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Question 3 :

From the following particulars work out the earnings for the week of a worker under -
a. Straight Piece Rate
b. Differential Piece Rate
c. Halsey Premium System
d. Rowan System
Number of working hours per week          -            48;
Wages per hour                                         -           ₹ 3.75
Normal time per piece                               -            24 minutes;
Normal output per week                            -           120 pieces.
Actual output for the week -150 pieces, Differential Piece Rate 80% of piece rate when output is 
below standard and 120% when output is above standard.

198

when overtime is paid at single rate up to 48 hrs

perweek Double rate beyond

thatTotalwages payablefor the week

48425 25 left52hxs8right has 10

E 290left4hrstimesE10rightE240E40overlinez280
OR

52 has XES overtime premium
260 4has Esperhour

2803Total wages payable worker
275 OR 280 whichever is beneficial to worker

280 whichincludes normalwages of 260 for
52 has overtime premium of 20 for 4hrs

Stdtimep.cnofoutput

key datawages per hour
Stdoutputinonehouriordinary straight piece rate p.u

fracz3E
7

mm

S

thou
Sits F1 so per unit
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Actualtimeintime saved
timebeginmatrixxendmatrixftp.t ontaken

frac2460hrsx 150 pieces 48has

60hx4 8has 12hrs
calculation of Total wages under

i straightpiece rate scheme
no ofunitsproduced ordinary piece rate p.m
isounits F1 50 p.u 2251

ii Halsey's premiumplan

as less t.is
i
geaxratepernr

180 22 50 202

50iiiRowan's premium plan
Hrsworked X rateperhr I X Basifestime

148hasX 2 37 S frac12h60 n leftstimesE180right
180 2 36

2161ivDifferential piece rate scheme

No_ofunits produced X Differential piece
rate

iso units timesordihffp.ph rex 120

150 unitstimes 1 50X120 150units x 1 80p.us
z 270

As output is above standard Differential piece rate

p.ci is 120 of ordinary piece rate p.us as per

given information
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Question 4 :

Ten men are working as a group on a particular manufacturing project. When the weekly 
production of the group exceeds a standard number of pieces per man hour, each man in the 
group is paid a bonus for the excess production, in addition to his wages at hourly rates. The 
amount of bonus is computed by first determining the percentage by which the group's 
production exceeds the standard. One half of this percentage is then applied to wage rate of ₹8 
to determine an hourly bonus rate, irrespective of the variation in individual hourly wages rates. 
Each man in the group is paid as a bonus, this bonus rate applied to his total hours worked 
during the week. The standard rate of production before a bonus can be earned is 200 pieces 
per man-hour.
Actual hours worked and output produced in a week is given below:

On the basis of production record stated above, compute -
i.   the rate and amount of bonus for the week
ii.  the total wages of 'A' who worked 40 hours at a base rate of Rs. 6 per hour and of 'B' who 
     worked 39 ½ hours at a base rate of ₹ 9 per hour.
iii. How much is the labour bonus cost to be attached to each unit of the week's production.
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Day                      Man-hours worked          Production pieces
Monday                                        72                                        17,680
Tuesday                                       72                                        17,348
Wednesday                                  72                                        18,000
Thursday                                      72                                        18,560
Friday                                         71.5                                       17,888
Saturday                                      40                                         9,600
Total                                           399.5                                      99,076

200

Questions on Group Bonus

calculation of rate amount of bonus for the week
Actualhas
workedEmma fur

200 pieces x399 sohas

79,900 pieces
99,076

piecesstandard
output for the week

Actualoutput for the week
therefore output for the week in excess ofstandard 9907679900

19,176 pieces

bywhichGroup's
actual production

frac1917679900times10024exceeds the standard

Hourly Bonus rate frac12times24timesoverline28 per overlinez096 per hour
hour
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Amount of Bonus for
theweeki 399.50has 0 96

383.52

i Totalwages payable to worker A
Basic wages part of Group Bonus

40hr5 EG 40hrsx 0.96 per hr

240T 38.40 278.40

ii Totalwages payable to worker B

Basic wages part of Group Bonus
39.50has 9 3950has 0.96 per hr

355.50 37.92 393.42

Labour bonus cost to be attached to each

unit of week's production

Iii
week

Tieces frac2 0 00387096774

perpieceAdvantagesof Group incentive scheme

co ordination among workers will increase

Healthy competition
Better work culture

4 overall rise in productivity
s Fall in labour cost P4 etc
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Question 5 :

An employee working under a bonus scheme saves 12 hours in a job for which the standard 
time is 60 hours. Calculate the rate per hour worked and wages payable to a worker, if incentive 
bonus of 10% on the hourly rate is payable when standard time (namely 100% efficiency) is 
achieved, and a further incentive bonus of 1% on hourly rate for each 1% in excess of that 
100% efficiency is payable. Assume that the normal rate of payment is ₹ 5 per hour.
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calculationof efficiency ratio for the employee

times100leftbeginmatrix60hxs48hxsendmatrixtimes100right125
Time saved standard time Actual time

i Actualtime standard time time saved Gohos 12has

48hr5

calculation of Hourly Bonus rate

is fi ii n

10 25 on hourly rate of ES
35 on FS 1.75 per hour

Total wages payable to worker

Basic wages Incentive

48has Fs 48has 1.75

2240 84 3241
Effective wage rate 324

48h8L
able

2 675per
hour
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Question 6 :

During the first week of April, 2004 the workman Mr. Kalyan manufactured 300 articles. He 
receives wages for a guaranteed 48 hours week at the rate of ₹4 per hour. The estimated time 
to produce one article is 10 minutes and under incentive scheme the time allowed is increased 
by 20%. Calculate his gross wages according to -
a. Piece-work with guaranteed weekly wage
b. Rowan premium bonus and
c. Halsey premium bonus 50% to workman.
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i calculation of ordinary piece rate per unit

wages per hr x stdhas p uE9timesleftfrac1060righthrs
Xi06666666Pcdotucdot
z4
6unitsorY.IE tetinonenour Emins

It X it i
atime

amaitnelominsp.us

1260has X 300units 48hxs60h as 48 has Rh

Timeallowed p u for coming 20 tomins 12 minS
incentive schemes

2 calculation of Totalwages under
i piece work with Guaranteed weeklywagesawages as per ordinary
piece rate scheme

b Guaranteedweekly wages 48has 4
192whicheveris

higher

300units 0.666 52001

therefore wages payable to workmanMrKalyan2001iiRowan's premiumbonusplan
Hrsworked X rateperhr I d X Basisstime

left48hsstimesz4rightleftfrac12hss60hsstimesoverlinez192rightz 192 38.40

z230cdot40
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Question 7 :

What are the main features of Halsey and Rowan Methods of payment of remuneration? State 
how Rowan Scheme is better than Halsey Scheme. Given time allowed of 30 hours for a job 
and the wage rate of ₹4 per hour, illustrate your answer by assuming your own figures for time 
taken to do the job.

204

iii Halsey's premium bonus plan

Hrsworked X Rate per hr 50 Timesaved Rateper hr

48has 4 l 50 12has 4 192 24

2161
Important concept

Analysis of Halsey's Rowan's plan with calculation of

Totalwages Effective wage rate perhourunderbothschemesBasic
timewagesHalsey's

planRowan'splanTime
taken
hrs

Time
saved
hrs

Effective
wagerate
per hr E

Effective
wagerate
per hr E

IncentiveTotalwagesIncentiveTotal
E wages E

EIEIE

f7 i

leftcgrightleftharight
400

1hletdt

leftgrightleftfracb30timescright
b

left309right 9 74 sotimesbtimes4leftcdrightleftearight
a
Adnoc 2b

0 120 12000

900440500600800140032006200
12030

46666166666 1166665 11010100
2520

53333266666100 10666620

8060402084

lo
60090

90beginmatrix266666666666666616666636666673333746661546667733333866678666786666endmatrix3040505658
30cdot00IS IS

8020lo
s 2s 70

642 28
1 6229
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2) Main features of Halsey’s , Rowan’s plan

    i) when time saved     50% (Time allowed)

       then (Incentive under Rowan’s scheme)     (Incentive under Halsey’s scheme)

    ii) when time saved      50% (Time allowed)

        then (Incentive under Rowan’s scheme)      (Incentive under Halsey’s scheme)

    iii) when time saved        50% (Time allowed)

         then (Incentive under Rowan’s scheme)      (Incentive under Halsey’s scheme)

    iv) Under Halsey’s scheme amount of bonus goes on increasing with increase in time saved.

        Under Rowan’s scheme amount of bonus increases with increase in Time saved and bonus 

        becomes maximum when time saved is equal to 50% of Time allowed. Later on amount of 

        bonus decreases with increases in time saved.

3) Justification for : Rowan’s scheme is better than Halsey’s scheme.

    I) When time saved is less than 50% of time allowed, Incentive under Rowan’s scheme is more 

       as compared to Halsey’s scheme. In majority cases worker’s Time saved will be less than 

       50% of Time allowed. 

    ii) Rowan's scheme won't motivate the workers to work at excessively high speed as bonus 

         amount decreases after a particular point whereas under Halsey's plan workers are tempted to 

         work at excessively high speed as his incentive continuously increases with increase in Time 

         saved, which many also lead to sub-standard production, excess material wastage, Accidents,

         Machine Breakdowns etc, Adverse impact on health of workers.

    iii) Rowan's scheme will safeguard the management against the loose standards set by then, if 

          any.

    Considering all these points Rowan's scheme is beneficial from workers as well as 

    management's point of view.
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Question 8 :

Wage negotiations are going on with the recognised Labour Union and the Management wants 
you as the Cost Accountant of the Company to formulate an incentive scheme with a view to 
increase productivity.
The case of three typical workers X, Y & Z who produce respectively 180, 120 and 100 units of 
the company's product in a normal day of 8 hours is taken up for study.
Assuming that day wages would be guaranteed at ₹6 per hour and the piece rate would be 
based on a standard hourly output of 10 units, calculate the earnings of each of the three 
workers and the labour cost per 100 pieces under -
(i) Day Wages,
(ii) Piece Rate,
(iii) Halsey Scheme and
(iv) The Rowan Scheme

Additional Question :

Standard time p.u. of output = 12 mins

No. of unit produced by worker- x in 20 hrs = 135 units

Basic wage rate = ₹150 per unit

Calculate Total wages as per time rate, Halsey’s plan
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ordinary piece rate p.us ungggs per X
S
p
td
cdotu
h
backslash

as

150 495sper timesleftfrac1260right hrs
therefore

wages per hour Bpgifongage
rate 150 x5

2 7
SOActual

time
takenActualoutputTime saved Timeallowed X

frac15 has X 135units 20 has 27 has 20has 7 has

Total wages as perTime rate scheme Hrsworked XRateper
hr

20has 750 15,0001
Total wages as per Halsey's plan
Hrs worked X Rate per hr soy5 Igf X Rateperhour
20h25 X 2 750rangle 501 f has X 750

overlinez15000z2625overlinez17625
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key datastandard time
foractualoutput

Hrs

NOofunitsproducedTimesaved
Hrs
18 8
10h25
12 8
4hr5

10 8

2hr5Std.Actu

ordinary
timepieceratep.cl.workers

Has
worked time

frac110hrstimes180 units
18h 85

frac110hrsx 120units

12h 25

frac110hxsx 100units
10h 25

calculationof Totalwages under

i Day wages i eTime rate scheme

76 10units
0.608.4.18088

120 0.60P.y.Y

100 0.60

P.y.Z8Labourcost per 100pieces
leftEright

Earningof workers
Hasworked Rateperhrworkers
8hr5 XE 6 48
8hr5 XE 6 48

8hr5 XE 6 48

ii ordinarypieceratescheme

Earningof

workersX

TSpieces xp ioe oresoverlinez266666
48Y xp10i beginmatrix0eresE40endmatrix

timespieres100E48
120pieces
48
100

piecesZLabourcost per 100pieces
F1workershit X qfeng.tn

piece

180unitsX 0.60 7108

120unitsX 0.60 272

100units X 0.60 60

108
180pieces
72
Ropieres
F 60
100pieces

x100
pieces

x100 EGO
pieces

x100

60XY
Z

iii Halsey's premiumplan 60piecesLabour
cost per 100piecesF1Earningof workers

Hrs worked Rateperhr
50 Timesaved Rateperhr

workers

left8hsstimes6right50 10hrs46 78 278 180piecesx p1i0eores 743333

left8hrstimes6right50 4hrs67 560 260120piecesxp1 i
U
e
0
c esEso

left8hsstimes6right50left2hsstimes6right254 254100piecesx ploie
0
ces
overlinez54

YZ
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Question 9 :

Two workmen, Vishnu and Shiva, produce the same product using the same material. Their 
normal wage rate is also the same. Vishnu is paid bonus according to the Rowan system, while 
Shiva is paid bonus according to the Halsey system. The time allowed to make the product is 
100 hours. Vishnu takes 60 hours while Shiva takes 80 hours to complete the product. The 
factory overhead rate is ₹10 per man-hour actually worked. The factory cost for the product for 
Vishnu is ₹7,280 and for Shiva it is ₹7,600.
You are required -
a. To find the normal rate of wages,
b. To find the cost of materials,
c. To prepare a statement comparing the factory cost of the products as made by the two 
    workmen.
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iv Rowan'spremium
planLabour cost per 100piecesF1Earningof workers

Hrs worker XRateperhr
workers

Ian si Basestime

left8hsstimes6rightleftfrac1018timesE48rightXi746666
left8hsstimes6rightleftfrac412timesE48rightE64

E
18
7
o
4
p
6
ie
6
s
Ges x1p

0
ie
0
ces

overlinez4148148148

52 ieses
X
p
10
ie
0
res
overline2533333

100
YZ

left8hsstimes6rightleftfrac210timesE48rightE5760 p isx pieces overlineZ5760
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Let material cost forthe product be Fae
Basic wage rate per hour be Ey

Statementshowing Factory cost

particularsShiva
a

80hr5
100has
20hr5

soy
Halsey's

toyVishnu
60has
100has

40hr5

Goy
f Incentiveschemeapplicable Rowan's
g Incentivepayable to worker

294a

Directmaterials E
b Hasworked i etimetaken
c Hrs allowed i e standardtime
d Timesaved c b

e Basictimewages bx y

leftfrac90100times60yright50left20hxstimesyright90yh Totalwagespayable etg
i Factoryoverheads bx 10 1

j Factory cost ath i
K Factorycost Given
From above table

set 849 6007280

set goy 8007600

84y

600x84y600E7280 800x90y800E7600
iex84y6680 I

ieH 904 6,800

2Let'ssolve Equations simultaneously

2 84 y 61680

2 t 904 6,800

Gy
120y2

0Let'sput value of y in Equation
a 84 y 6680
a left84times20right6680 thereforexz5000
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Normal rate ofwages Fy 201
cost of materials F 2 5,0001

2 statement showing Factory cost of products

madeby 2 workmen

particulars

shiva50001800
Vis hnu

50001680left84y84times20rightleft90y90times20right
a Direct materials E

b Totalwages payable E

68006680prime cost atb E

d Factoryoverheads E

Factory cost ct d E

600 800

76007280
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Question 10:

The standard time for a job is 60 hours. The hourly rate of guaranteed wages is ₹0.75 per hour. 
Because of the savings in time, a worker gets an hourly rate of total wages at ₹0.90 per hour 
under Rowan Scheme. For the same savings in time, calculate the hourly rate of wages of a 
worker under Halsey Plan, assuming 50% is the bonus rate.
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Let time taken to complete the job in se hours
standard time to completethe job 60has

therefore Time saved standard time Actual time

left60xrighthasEffectivewage rate
perhour under Rowan's

payable

scheme

090
tasked X Rateperhr Immetal X Basictimewages

Has worked

090leftleftxtimes075rightleftbeginmatrix60xtimes075x60xendmatrixrightright090H075xleftfrac60x60times075xright015xfrac60x60times075x

therefore1260xbeginmatrix015xtimes60075x60xendmatrix thereforex601248hrs
therefore Time taken byworker to complete the job 48 has
therefore Time saved 60x hrs1 2 hrs

calculation of Effectivewage rate per hour under
Halsey's scheme for same saving in time

HasworkedX Rate
perly

u

I

o

s

p

0 l

g
time saved Rateperhr

lceil48h25x
overlinez07 S

beginmatrix50left12hxtimesz075rightE36z45048hxfracz40548hendmatrix as

0

overlinez084375 perhour
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Question 11:

Calculate the earnings of A and B from the following particulars for a month and allocate the 
labour cost to each job X, Y and Z:

The normal working hours for the month are 200. Overtime is paid at double the total of basic 
wages and dearness allowance. Employee's contribution to State Insurance and Provident 
Fund are at equal rates with employer's contribution. The two workers were employed on jobs 
X, Y and Z in the following proportions for the normal time spent by them. Overtime was done 
on job Y.
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Particulars                                               A                B
i. Basic Wages                                                                                       ₹1000          ₹1600
ii. Dearness Allowance                                                                            50%              50%
iii. Contribution to Provident Fund (on basic wages)                               8%                8%
iv. Contribution to Employee's State Insurance (on basic wages)           2%                2%
v. Overtime (Hours)                                                                                 10

JOBS                      X                         Y                          Z
Worker A                     40%                       30%                       30%
Worker B                     50%                       20%                       30%
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Statementshowingcalculationofearning of 2 workers A B

for a monthworker B

1,600
800128particulars

a Basic wages I
worker A

1000
500

80
b Dearnessallowance ax 50 E

c Employer'scontribution to
providentFund ax 8 E

d Employer's contribution to

ESI 9 21 E

e overtimewages of worker A I
1000 500 tohas 2
200 has

Totalearning of workers for
the month Total CTC
atbtctate E

3220_1501,7502,560
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Question 12:

The management of Sunshine Ltd. wants to have an idea of the profit lost/ foregone as a result 
of labour turnover last year.
Last year sales accounted to ₹ 66,00,000 and the P/V Ratio was 20%. The total number of 
actual hours worked by the direct labour force was 3.45 lakhs. As a result of the delays by the 
Personnel Department in filling vacancies due to labour turnover, 75,000 potentially productive 
hours were lost. The actual direct labour hours included 30,000 hours attributable to training 
new recruits, out of which half of the hours were unproductive. The costs incurred consequent 
on labour turnover revealed on analysis the following:

Assuming that the potential production lost due to labour turnover could have been sold at 
prevailing prices, ascertain the profit foregone / lost last year on account of labour turnover.

          Particulars                             ₹
Settlement cost due to leaving             27,420
Recruitment costs                                18,725
Selection costs                                     12,750
Training costs                                       16,105

213

2 statementshowingallocationof labourcost over jobs X Y Z

Job Job Y Job 2 Total F
particularsa
Allocation of Normal
wagespayabletoworkerAF

640 7480 7480
30

1,600
1750 150

150
40 30

b overtimewages paidto
worker A

c Allocation of Normal
wagespayabletoworker BF50_F51220 17

1142

768

left30right
1248

F1280

left50right
25

60dTotal atbtc F 43101920

Important

P V Ratio profitvolumeratio
contribution expressed
as a of sales
is known as P V ratio

200000sales
variablecostof 50000H
goodssold

150000contribution

f Fixed cost for
the periodprofitPluratio

w bustion

25000
contribution
sales PV ratio125000

contributionforegone is as good as profitforegone
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Answer starts here

Given data4 20,000 potentially productive labour

hrs75,000
has lost on a c of

labour turnover due to

delayinfillingup thevacancies3
45,000 labour has

worked3
15,000 has
are productive30,000

hrs spent ontraining
to new

recruits15,000

has are

unproductive15,000
hrs

are
productiveTotalproductive hours 31500015000330000hrs

productive Hrs lost due to labour turnover 750001500090000hr
2 statementshowing calculation of profitforegone or profit
lost in last year becauseof labour turnover

particulars Am ountleftoverlinezright
6600000
20

1320000

a sales for the last year
b P V ratio
a contributionearned in last yearbyworkingfor
330,000productive hours axb

a contribution per labourhour 13,20000 3,30000hr
e contributionforegone on 75000 potentially
productivehas lost due to delays infilling
up the valancies 75000has 4

f contributionforegone 15,000 unproductive hours
spent training new recruits 15,000ha EG

g settlementcost due to leaving

h recruitment cost

900

300000

60000

27420

18725
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Question 13:

A Company is undecided as to what kind of wage scheme should be introduced. The following 
particulars have been compiled in respect of three systems, which are under consideration of 
the management:

For the purpose of piece rate, each minute is valued at ₹0.10. You are required to calculate the 
wages of each worker under:
(i)   Guaranteed hourly rate basis.
(ii)  Piece work earnings basis, but guaranteed at 75% of basic pay (guaranteed hourly rate) if 
      his earnings are less than 50% of basic pay.
(iii) Premium bonus basis, where the worker receives bonus based on Rowan scheme.

            Workers                               A                  B                   C
Actual hours worked in a week                 38                   40                    34
Hourly rate of wages (₹)                          6.00                5.00                7.20
Production in units:
Product P                                                  21                   - -                    60
Product Q                                                 36                    - -                  135
Product R                                                 46                    25                    - -
Standard time per unit of product              P                     Q                    R
Minutes per unit                                       12                    18                    30

215

i selection costs

j Training costs

K Total profitforegone on account of 1275016105435000
labour turnover in last year

et ftgthtitj

calculationof wages ofeach worker under
Guranteed hourly rate basis Hrs worked Rateperhr

A 38h25 6

228workersB40hr5 IS 200

c 34hrs X 7.20

2244.80bpiece work with GuaranteedwagesP12minsx 0.10 2 1 20 P4
Q 18mins x 0 10 2 1 80P U
R 30mins x 0.10 3 00p.usordinary

piece rate p y
for product
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i wages payable to worker A
21 units of p x 1.20 36unitsof a 1 80 46unitsof RX 3

7228
ii wages payable to worker B

25 units of R 3 275

AS 75 50 2 200 Here worker B

will be paid with guaranteed wages of
150

7200 751

iii wages payable to worker c

Gounits of px 1.20 13s units of left180right

315

Rowan's premium bonus plan
Hrs worked X Rateperhr Imm X Bagestim

eworkerA 38hr5X 6 0E228

worker B left40hxstimesoverlinezsright05200

worker C left34hxstimesE720rightleft1850hrstimesleft34hxtimesz720rightright
Xi24480Xi862629

53310629
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Question 14:

In a company, labour records disclosed the following:
No. of employees on 1.4.2020                        = 1,800
No. of employees on 31.3.2021                      = 2,200
No. of employees left during the year             = 200
No. of employee joined during the the year    = 600
Out of those joined during the year, 150 were appointed in the place of those, who left the 
organisation.
Calculate the labour turnover ratios under all the 3 methods.
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calculation of Timeallowed Timesaved

for theworkersworkingnote

Time
taken
HIS

TimesavedTimeallowed for actual
output Hrs
2 units 12 36units 18

46units 30

38

hrsworkers
HIS

A 60 38hr5

asunitsx 30mins 60

12backslash50hr5
Gounits112 t 13sunits 18

6o52.50425B_40h25C1850hrs34hr5
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Calculation of labour turnover ratio by
Separation method

Nl

u

0

g

0 f
no iii t.to i inepenid

leftbeginmatrix200leftbeginmatrix180022002endmatrixrightendmatrixrighttimes100200times100 10

times100

Replacement method

Nl

u

0

g

0 f
no iii it
leftbeginmatrix150times1002000endmatrixright750

times100

Fluse method

x
10 0f t

leftbeginmatrix2006002000endmatrixtimes100right40

during the year
times100
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Question 15:

'X' an employee of ABC Co. gets the following emoluments and benefits:

'X' works for 2,400 hours per annum, out of which 400 hours are non-productive and treated as 
normal idle time. You are required to find out the effective hourly cost of employee 'X'.
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a) Basic pay                                         ₹1,000 p.m.
b) Dearness allowance                        ₹200 p.m.
c) Bonus                                               ₹20% of salary and D.A.
d) Other allowances                             ₹250 p.m.
e) Employer's contribution to P.F.        10% of salary and D.A.
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Statementshowingcalculationof effectivehourly cost

of employee
xAm 0un l Xi

12000

2400
2880

3000

1440

21720

2400hrs
400hrs

2000hrs

particularsa
Basicpayforthe year 1000P.Mtimes12

b Dearnessallowance 200 p.m 12

c Bonus 20 atb

d otherallowance 250 P.m 12

e Employer's contribution to provident
Fund atb 10

f Total cost to the company CTC
fatbtctate

g Gross workinghours ofemployee X

h normal idletime

i Effective hours of employee for
the year g h

j Effective hourlycost of employee
f i i e Inflated wage rate

per hour

1086
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Question 16:

In a factory, the basic wage rate is ₹ 10.00 per hour and overtime rates are as follows:

The following hours have been worked on job 'Z' :

You are required to calculate the labour cost chargeable to jobs 'Z' and overhead in each of the 
following instances:
(a) Where overtime is worked regularly throughout the year as a policy due to the labour 
      shortage.
(b) Where overtime is worked irregularly to meet the requirements of production.
(c) Where overtime is worked at the request of the customer to expedite the job.
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Before and after normal working hours                                      175% of basic wage rate
Sundays and holidays                                                                225% of basic wage rate
During the previous year, the following hours were worked :
Normal time                                                                                1,00,000 hours
Overtime before and after working hours                                   20,000 hours
Overtime on Sundays and holidays                                            5,000 hours
Total                                                                                            1,25,000 hours

Normal                                                        1,000 hours
Overtime before and after working hrs.         100 hours
Sundays and holidays                                      25 hours
Total                                                            1,125 hours
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xZ

1125001125

d whereovertime is worked be cause ofabnormal reasons

Given data Basic wage rate 10.00 per hour

wage rate for
hoursworked before Flox 175

17.50 per hour

includingovertimepremium

of 7 50

after normalworking

hourswage
rate for hours worked on

Sundays holidays
10 225

22.50 per hour

includingovertimepremium

of 12.50

calculation of labour cost chargeable to Job 2 under

a overtime is worked regularly throughout the year
as apolitydueto labour shortage
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Et

beginmatrixleft100000hxstimesE10right20000hxstimesE10000020000endmatrix
1

s

7

0
5

0o ps
5000hsstimesleft2250right

E

beginmatrix1462500125000hxsE1170endmatrix per hour

therefore Labour cost chargeable to JO b Z 1125has 2 11 70

13,162.50
overtime is workedirregularly to meet production requirements
unanticipated developments

In this case overtimepremium will be debited to FactoryonAlC
Labour costchargeable
to job 2
overtime premium From job 2 transferred 100hsstimesE7 so

to factory overheads

1125 has X 10 Xi11250

2sh DX 1250

750 overlinez31250overlinez106250
overtime is worked at the request of customer

toexpediatethe

jobLabourcostchargeable
to job2

1000425 10left100righthas x2 175 0 left2shrstimesXi2250right
Sigma12,312 50

overtime isworked because of abnormal reasons

Labourcostchargeable 1125has X 10E11250
to job2

overtime premiumpaidforthe year will be directly debited

costing P L AIC
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Question 17:

stThe Cost Accountant of 'Y' Ltd. has computed labour turnover rates for the quarter ended 31  
March, 2020 as 10%, 5% and 3% respectively under 'Flux method', 'Replacement method' and 
'Separation method' respectively. If the number of workers replaced during that quarter is 30, 
find out the number of:
1. Workers recruited and joined and
2. Workers left and discharged.
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Labourturnoverratio

byreplacementmethod
times100

times100

005

beginmatrix5endmatrix

backslash 0

l

30

AugNo of workerson Rollduringthequarter frac30005600
le f4
dischargedduringthe quarterLabourturnoverratio

by separationmethod
times100j.tn t orkersonroilduringthemarter

0.03
Noofworkers left

6 00

discharged duringthe

quarterNo

of workers

if hearatio

0

e

10
18 t

Iiii
6

i
0

E
0

II
6

I
00

r

backslash 0

i

0 3 18

No of workers recruited joinedduring left600times010right18
the Quarter

92
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Question 18:

Mr. A is working by employing 10 skilled workers. He is considering the introduction of some 
incentive scheme either Halsey Scheme (with 50% bonus) or Rowan Scheme of wage payment 
for increasing the labour productivity to cope with the increased demand for the product by 
25%. He feels that if the proposed incentive scheme could bring about an average 20% 
increase over the present earnings of the workers, it could act as sufficient incentive for them to 
produce more and he has accordingly given this assurance to workers.
As a result of the assurance, the increase in productivity has been observed as revealed by the 
following figures for the current month:

Required:
1. Calculate effective rate of earnings per hour under Halsey Scheme and Rowan Scheme.
2. Calculate the savings to Mr. A in terms of direct labour cost per piece under the schemes.
3. Advice Mr. A about the selection of the scheme to fulfill his assurance.
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Hourly rate of wages (guaranteed)                                                                               ₹20
Average time for producing 1 piece by one worker at the previous                          2 hours 
performance (This may be taken as time allowed)
No. of working days in the month                                                                                  25
No of working hours per day for each worker                                                                8
Actual production during the month                                                                       1,250 units
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Statement showingcalculation of effective earning perhour

saving in labour cost perpiece under
both incentive

schemesHalsey's
premium
plan

2

hrsRowan's
premium

plan2hr5particularsStandardtime per piece unit of
output

b Actualoutputfor the month
standard timeforactualoutput axb

d Actualtimetaken
8hrs perday asdays 10workers

e Time saved s d

f Basicwage rate per hour E

g Basic time wagesforthemonth F
def

1,250 units
21500 hrs

1250 units

2500h is

2000hrs 200 has

soohrs 500hrs
2020

40000 40000
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8,000

leftfracectimesgright
48,000

50 O0

50timesex rho

4 51000

h Incentive Bonus payable
under respective scheme E

i Totalearning of workers F

9th
j Effectiveearning perhour i d 24 00E2250

K Labour cost per piece under
incentivescheme i b

Labour cost per piece before
incentive scheme i e at
previousperformance 2has 20

m saving in labourcost perpiece
l k

h Increase in earning per hour
because of incentive scheme
j 20

percentage increase in earning

perhour n 20 100

38.40Z3600

40.00E4000

4 00 1.60

4 00

2.5012.50

20.00

we advice to MV A that Rowan's incentive scheme

should be introduced selected in order to fulfill the

assurance given to workers of 20 rise in

theirearningperhour
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Question 19:

Both direct and indirect labours of a department in a factory are entitled to production bonus in 
accordance with a group incentive scheme, the outline of which is as follows:
(a) For any production in excess of the standard rate fixed at 16,800 tonnes per month 
(of 28 days) a general incentive of ₹15 per tonne is paid in aggregate. The total amount payable 
to each separate group is determined on the basis of an assumed percentage of such excess 
production being contributed by it, namely @ 65% by direct labour, @ 15% by inspection staff, 
@ 12% by maintenance staff and @ 8% by supervisory staff.
(b) Moreover, if the excess production is more than 20% above the standard, direct labour also 
     get a special bonus @ ₹5 per tonne for all production in excess of 120% of standard.
(c) Inspection staff is penalized @ ₹20 per tonne for rejection by customer in excess of 2% of 
     production.
(d) Maintenance staff is also penalized @ ₹20 per hour for breakdown.

From the following particulars for a month, work out the net production bonus earned by each 
group:
a) Actual working days: 25
b) Production: 21,000 tonnes
c) Rejection by customer: 500 tonnes
d) Machine breakdown: 40 hours
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______________________________________________________________________________

______________________________________________________________________________
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Imp Question on GroupBonus

Statement showing calculation of Netproduction Bonus

earned byeach

groupsupervisory
staffInspectionstaffDirectLabourT 0talparticularsMaite

7120010,80013,500S8500General
incentivepayable

E
b specialBonus

payable

90000left90000times65rightleft90000times15rightleft90000times12rightleft90000times8right
15,000 15000

left2400rightleft800rightpenalty left1600right
Net production
Bonuspayable

atbtc

102600720073500 11900 10000
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working note i General incentivepayable
Actual production in excess of standard

21000 tons 198 15 X as day

21,000 tons 15000 tons 6 000 tons

General incentivepayable 6000 tons 15 per ton

90,00iispecial Bonus payable

factualproduction 1 120 x standard production X 5

perton

21000 tons 120 times1500 otons x Is perton

21000 tons 181000 tonstimesoverlinez per ton overlinez15 0001
iii penalty to Inspection staff

Rejectionby customer
in excess of 2 ofproduction

5002100 otons X 2
tons

500 tons 42 o tons

80 tons

penalty to inspection
staff 220 per ton 80 tons

1600

iv penalty to maintenance staff

20 per hour of breakdown 40 hrs

8001
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Question 20:

In a factory working six days in a week and eight hours each day, a worker is paid at the rate of 
₹100 per day basic plus D.A. @ 120% of basic. He is allowed to take 30 minutes off during his 
hours shift for meals-break and a 10 minutes recess for rest. During a week, his card showed 
that his time was chargeable to:

The time not booked was wasted while waiting for a job. In cost Accounting, how would you 
allocate the wages of the workers for the week?
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______________________________________________________________________________
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Job X                     15 hrs.
Job Y                     12 hrs.
Job Z                     13 hrs.
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Job card
OR

Time

cardStatementshowingallocationof wages of the workers

forthe week

particularsAmount F
600

720

1,32048h25a
Basic wages 100 perday 6days

b Dearness allowance ax 120

c Totalwagespayablefor the week atb

d Total working hours as per Timekeeping
records 8hasperday 6days

e normal idletime forthe week
30minmeal break tomins recess Gdays has

60

f Effective labourcost per hour E
1320 48h2 4h25 13204448

g Labour cost allocated to

i Job 15has 30

ii Job Y 12has 30

iii Job 2 13has 30

iv costing P L AIC 44 15 12 13 hrs 230
Time notbookedwhilewaitingforthejob
isconsidered asabnormal idle time

sub

total4hr530
00450.00

360.00

390.00

120.001,320
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Question 21:

The company has a suggestion of box scheme and an award equivalent to one and a half 
months effective saving in labour cost is passed on to the employee whose suggestion is 
accepted. Suggestion of an employee to use a Jig for a manufacturing operation of a 
component is accepted. The cost of the Jig which has a life of one year is ₹2,000 and the use 
of the Jig will reduce the standard time by 8 minutes.
Compute from the following data the amount of award payable to the employee who has given 
suggestion.
1) Number of pieces to be produced in the year: 15,000
2) Standard time per piece before use of Jig: 80 minutes.
3) Average wage rate of workmen ₹160 per day of 8 hours.
4) Average efficiency of workmen: 80%
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Important

Statementshowingcalculation of labour cost

without with use of
Jigwithout

use

of Jigwith
use of
Jig

72 mins

left808right
minsparticulars80minsastandard time per unit

of
outputb
Number of pieces produced
in a year

15000 15000

c standard time for actual
output 9 6 60 hrs

d Actual time taken

P IE fracc80
e Labour cost per hour

2 160 8has

f Total labour cost for the

year dtimese

g saving in labour cost

because of use of Jig

18000hrs20000hrs

25000hss 22500hrs

E20E 20

5
100,000 overlinez450000

50,000

left500000450000right
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Statement showingcalculation of amount of award

payable to the worker who has given suggestion

to use the
Jigparticulars

AmtleftlangleErightrangle50000a saving in labour cost in
a year

because of use of Jig
cost of Jig havinguseful life of
one year
Net savingin labour cost for the year
a b

Amount of award payable to the
48,000

2000

48000

60001 50 monthsworker12 months
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Question 22:

Standard Time for producing 1 Unit = 3 hrs
Actual time taken by Worker A to produce 40 Units = 90 hrs
Find Efficiency Ratio of Worker A.
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Efficiency Ratio or Productivity Ratio
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Timeallowed to produce 1 unit

For worker A

Timeallowed P.u standard time p.u 3 hrs

Actualoutput 40 units

i Standard time for actualoutput 3hr5 Xaounits 120hr
Actual time takenby worker A 90h as

times100
i Efficiency ratio taaltimtimatinactual

output

1
2

9

0

0

h
h
2

partialS

5

times1001333333133frac13
ORstandardtime p.us of output 3hr5

Actualtime takenby worker 90

hasstandardoutput
9
3
915p.m 30units fkfefmeth.eu

inactualtime

therefore Efficiency ratio 11dm fut times100
times100133333 133frac13

It time statiatimXeaten'ouut

at

Efficiency
Ratio

plan itEpe.n
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Question 23:

Standard Time for producing 1 Unit = 20 Mins
Actual time taken by Worker B to produce 200 Units = 50 hrs
Find Efficiency Ratio of Worker B.
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hrs

1 standardtime i e timeallowed for
1 unit of output

has ip 20min

Actualoutputby worker B 200 units

standard time standard time for actual output
standard time std timep u X Actual output

frac3
1 has x2 oo units 6666666hrs

i Efficiency
ratio in

me

times100666666hrstimes100
13333333133frac13

in
me
times100
times100

Efficiency
ratio

same
iii it intent

faithfatten startime on
times100

times100 times10

frac2
1

times10013333333oR133frac13
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Question 24:

Standard Time per Unit of Output = 5 Hrs
Actual time taken by Worker Vinod Reddy to produce 125 Units = 1000 hrs
Find Efficiency Ratio of Worker Vinod Reddy.
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Efficiency Ratio Time Output

100%

More Than 100%

Less Than 100%

232

calculation of efficiency ratio for
worker Vinod

ReddyTimebasedformulaoutputbased
formula

standardtime standardtime Actual

p.cl.standardoutput 19 Ettenoutput

Shas X 12s units

625

hrsActualtime taken 1000 has
200 units

IT rtimes
Efficiency
ratio

mine times100
625hr1000hxs

s
times100

6250

Efficiency

times100
6250

189pct 81 91
189pct 81 91
119 1k 817th

7th standard

ka



www.perceptforca.com 

Contact no.- 7774060125/126 

Question 25:

Budgeted time for the year = 5000 Hrs
Budgeted Output for the year = 2000 units
Actual Time taken for the year = 5800 Hrs
Actual Output for year = 3000 units
Find Efficiency Ratio?
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Question 26:

Standard Time per Unit of Output = 10 Mins
Actual Output = 2500 Units
Actual time taken taken = 300 hrs
Find Efficiency Ratio, Time saved by the Worker
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Budgetedhas tt
u
hastimesBO

standard has s
p
tel
u
has timesAO

Budgeted has stel hasp 4 1 Budgetedoutput

5000hxs stdtime 2000 units

therefore standard time per unit plat

20050
0

001 5 250 hrs

Efficiency
ratio times100 times10

standardtimefine
X actualoutputtimes100

250hrstimes3005800hss
units X 007500hsstimes100

129310344827
O3

lEffiratio 19 L times100 faith kentimes100
988h soapy 7times10012931034 4827
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Question 27:

Standard Time per unit of output = 2 hours
Actual output = 3,000 units Actual time taken = 4,500 hours. Find Efficiency Ratio.

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

 CA Intermediate | Costing | Employee Cost and Direct Expenses

Question 28:

Standard Time for 10 units of output = 5 hours
Actual time for 20000 units = 8000 hours
Find Efficiency Ratio.

Question 29:

Standard time per unit of output = 10 minutes
Actual output in 2000 hours = 20000 units
Find Efficiency Ratio

Question 30:

Standard time per 1000 units = 1500 hours
Actual output in 20000 hours = 10000 units
Find Efficiency Ratio
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standard time perunit of output 10mins frac16 has

Actualoutput 2500 units

standard time stel time p u Actual output
has 2500 units 416 66666

hasActualtime taken to produce 2500 units 300 has

Time saved Timeallowed Time taken
standard time Actual time

left416666666hxs300hxsright
1166666hrs

Efficiency
ratio ninetimes100

leftbeginmatrix4166666hxs300hrsendmatrixtimes100right13888888 138frac89
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27
Efficiency ratio 511991

me
times100

starting y.int aloutput times1002h
a
beginmatrix5x950endmatrixspgunits x1

6
beginmatrix0004500endmatrixhis xtimes10013333333lefti9133frac13right
Efficiency ratio 1 1 fut times100

beginmatrixtimes10020008000endmatrix
0

h 1 sonstimes100Iii t.in taken sta.timep.u
times100125

Std time for lo units of output shas
therefore std time for 1 unit of output leftfracs10righthrs050hrs

times10029 Efficiency ratio 5th
me

statinga nagualoutput times100frac16hrstimes20000units2000hxs
leftbeginmatrix33333332000hssendmatrixright

33has

times10016666666lefti9166frac23right

times100

standard time for 1000 units 1500h aS

i standard time for i unit 1 50h aS
therefore standardtimeforactualoutput of 10000 units 10000times150hxs

Efficiency ratio 1111
me

times100
15000hrs

leftbeginmatrix15000hrstimes10020000hssendmatrixright75
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Wage Remuneration Schemes

236
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Rowan's premiumplan

TotalwagesasperRowan's premium BlfstimeInestiveplan
Hrs worked X rateperhour Iii L X EimEwages

w
Hoked XPeterleftrightIii La xwhisked XPeterrrbracket

Question From followingdata calculate total wages

payable to worker A as per Time rate piece rate schemes

standard time P 4 of output 2 has
No_ofunitsproducedby worker A 800 units
Actual time taken 1200 hrs
Basic wage rate 80 per hour

Totalwages payable to worker A as per Time
rate scheme

Has worked X Rate perhour 1200425 80

296,0001
Totalwagespayable to worker A as per piece rate scheme

No of units produced ordinary piece rate p u

800 units 160 1 28,0001
working
Noteordinarypiece
rate p y

wages per hour X std.hasp.us

80 X 2hr5 E1 60 per unit
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Question 31:

Standard Time per unit = 2 Hrs
Actual time taken by Mr. A to produce 30 units = 40 Hrs
Basic Wage rate = ₹ 100/hr
Calculate total wages payable to Mr. A as per
1. Time rate
2. Piece rate
3. Halsey's Premium Plan
4. Rowan's Premium Plan
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i ordinary piece rate p u wages per hour xstd.hrsp.us

E10 0 X 2hr5 200 p y

ii Timesaved Timeallowed Time taken
std
p
in
u
im

backslash

e
X Ayyly Time taken

2h as X 30units 40has
60 has 40hr5 20h25

calculationof Total wages under

i Time rate scheme Has worked X wage rate perhour

40hrs 100

9,0001iipiece rate scheme ygf.int's off fapiece
30units 200

6,0001iiiHalsey's premiumplan

Hrs worked X Rate per hr t 50 II X 195
40h2X 100 50 20h25 100

4 000E1000E5000
iv Rowan's premium plan

HrS worked X rate per hr Imm it X Enfs

left40hrstimesE100rightleftfrac20hxs60hsstimesXi4000right
E4000Sigma13333333Sigma533333333
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Question 32:

Basic Time wages = ₹ 600 per hour
Standard Time per unit = 20 mins
Calculate ordinary piece rate per unit. 

Question 33:

Standard time for 1 unit of output = 30 minutes
Wage Rate per hour = ₹600

Find Total wages of all workers as per
a) Time Rate             b) Halsey Plan
c) Piece Rate            d) Rowan's Plan

            Workers                    Hours Worked                Actual Output
A
B
C

12 hours                                 30 units
14 hours                                 40 units
 9 hours                                  12 units
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Halsey's premium plan Rowan'spremium plan

are incentive schemes with guaranteed
time

wagesNote

Question on How to convert time
rate into piece rate

has Timeallowed per unit

1 ordinary piece rate
per unit

Wages per hr X std has p u

2600timesfrac13 hasoverlinez200

ORordinarypiece rate
per unit 9 in one hour

overlinez200PUfracz3
6

u

0

ni
0

ts

nicefrac12hrs050hrs
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Basic data
workers Hasworkedstandard

time
foractualoutputActualoutputTime

ordinarypiecesaved
Stdtime
Actual
timerate

p.us

pies X stg
050times3015 hrs 3hr5 7600 0.50has230030units

40units

12units 050timesR6has12
hasA

050times40 20hr5 6has30014hasB
3009hrsC

calculationof Totalwages under
i Time rate scheme Hrs worked Rate per hr

A 12has 6007,2001workersB14has 600 8,4001
C g has 600 E5,4004iiordinarypiece rate scheme Noof unitsproduced ordinarypiece

rate Pu.A30units 300 9,0001
B gounits 300 12,0001
c 12 units 300 3,6001workersiii

Halsey's premiumplan to ed XPeter so Itd X Peter
A 12has XXi60050leftright 3hr5 timesE600 8,1001

B 14has xleft600right 501 6h25 xleft600right 10,2001
Cq has xleft00right so left0right

workers

z5400

iv Rowan's premiumplan to red X Peter Iii XBILE

Aleft12hrstimesE600rightleftbeginmatrix3hrstimesXi720015hrsendmatrixrightXi8640workers

Bleft14hrstimesE600rightleftbeginmatrix6hrs20hssendmatrixtimesE8400rightE10920overlinez5400CleftqhxstimesE600right0
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Question 34:

Standard Time per unit = 5 Hrs
Actual time taken by Mr. A to produce 30 units = 100 Hrs
Basic Wage rate = ₹1000/hr
Calculate total wages payable to Mr. A as per
1. Time rate
2. Piece rate
Also calculate Efficiency Ratio for Mr. A

241

1 ordinarypiece rate p.u
wages per hour standard has p.cn
1000 shrs 25,0001

Total wages payable to Mr A as per Timeratescheme

Hrs worked Rate per hr

100 has 1000 Sigma1000oof2
Total wages payable to Mr A as perordinarypiece
rate scheme

No_ofunitsproduced ordinary piece rate p.u
30units 25,000 1,50

0001Efficiencyratio for MV A

SaidImetime std.tiiuap.im
cdotx

e
actualoutput

shop
X
on
units

frac1
i
0

s

0ops 150lefti9150right
please note that

interested x Efficiency Tiina Emitter
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Question 35:

Standard Time per unit = 15 Mins
Actual time taken by Mr. A to produce 200 units = 20 Hrs
Basic Wage rate = ₹300/hr
Calculate total wages payable to Mr. A as per
1. Time rate
2. Piece rate
3. Halsey’s Premium Plan
4. Rowan’s Premium Plan
Also calculate Efficiency Ratio and Effective Wage Rate per hour under Halsey & Rowan’s Plan.
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the scan x Efficiency

Hrs workedleftxrightRate perhour X stffthgf.gg
X actualoutput

wages perhr X std hosp.u No of units produced

ordinary piece rate p u No of unitsproduced
Total wages as per ordinary piece rate scheme

0.25 has hrs

Totalwages as perTime rate scheme

Hoursworked Rate per hour
20 has 300 6,0001

Totalwages as per ordinary piece ratescheme

No_ofunits produced X ordinary piece rate p.us

200 units X wagesper hr X std.hasp.us

200 units timesoverlinez30 o timesfrac14 has 200 units XXi75P4

15,000
Total wages as per Halsey's premium plan

HrsworkedX Rateperhr 50 Imf X Peter
20hr5 X 300 50 Tied thenx Perth
6 00050 1 stdtimepin Xq yt Fallenx 300
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2 600050025hrstimes2 oounits 2 ohastimes2300
EG 00050leftleft50hx20hxrighttimesXi300right
6000 50left30hxstimesXi300rightoverlinez10500

Effective wage rate per hour under Halsey'splan
Total
199 1

9ble

fracE1050020hss 52s perhour

Total wages as per Rowan's premium plan

HrsworkedX rateperhr Iim L X Beatestime

20has 2300 beginmatrix3050endmatrix
h
hpartials
s
X 6000

96001
Effective wage rate per hour underRowan'sscheme
Total
199 1 9

ble

leftbeginmatrixE96020hendmatrixright
0

sSigma
480 perhour

Efficiency ratio for Mr A

times100 times100250

OR
xloIiii times100leftbeginmatrix20020h02sendmatrixright

o

beginmatrixrhendmatrix

n

beginmatrixsxendmatrix

it

p

s

4times100 2 50

ORTotalwages as per
Time rate scheme xEfi ir sie ePeratescneme

Xi6 000 X Efficiency 15,000 Effi fracz15000overlinez600
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Question 36:

Standard time for 4 units of output = 8 hours
Basic Wage Rate = ₹3,000 per hour

Find Total Wages of all workers as per 1. Halsey's Plan    2. Rowan's Plan
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            Workers                    Hours Worked          No. of units produced
A
B
C
D
E

50 hours                                 35 units
40 hours                                 30 units
35 hours                                 10 units
46 hours                                 32 units
56 hours                                 10 units

244

Key dataNoofunits
produced
ActualoutputHrs

worked
Actual

timetaken
Sohrs
40hrs
35hr5
46has
56

hrsstandard

timeforactualworkersTimesavedoutput
35times2 70hr5

30times2 60h25

10times220 hrs

32times264hxs
10times220hrs

20hr53sunits
30units
10 units
32 units
10

unitsAB20h25CD18hr5
Estandard

time p u of output 191 2has

calculationof total wages as per Halsey'sscheme
Hrsworked X Rate per hr so Timesaved Rate per hr

A 50hr5 x2 300050left20right has 3000 1,800001
B 40hr5 xXi300050left20hxstimesEright 3000 1,500001
C 135h's xleft3000right0

workers
21 05,0001

D 46hasbackslash 300050left18hsstimesEright 3000 1,65000
I 168,0001E56hr5 30 000

3 calculationof Totalwages as per Rowan'splan
THUSworked X Rate per hr7 Timesaved time X

Basictime

wagesA50hr5 xleft3000rightleftnicefrac2070timesXi150000right 1,92 857
B 40hr5 xXi3000leftnicefrac2060timesE120000rightE1 60,000

Sigma105,000workersc3shos xleft3000right0
D f 46hxstimesleft3000rightleft1864timesE138000rightE176 812.50
E 56hrs xleft3000right0 E1680 00



www.perceptforca.com 

Contact no.- 7774060125/126 

Question 37:

Standard time for one unit of output = 15 minutes
Actual time taken by workers to produce 2000 units = 350 hours
Normal wage rate = ₹100 per hour
Find total wages as per -
a) Time Rate
b) Halsey's Premium Plan
c) Piece Rate
d) Rowan's Plan
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calculationof Totalwages under
i Time rate scheme Hrs worked X wage rate per hour

350 hrs X 100

35,000iipiece rate scheme I.EE 9 nEmseper Efficiency

z 3 5000times142857142857 1 overlinez5000 01

iii Halsey's premiumplan To
r
r
S
ked XEther su fTimesXBetter

350 has XXi0 0 50 150has timesE100 42,5001Basic

timewagesivRowan's premiumplan w
H
o
r
r
S
ked XPerther Its fled

left350hxstimesE100rightleftfrac150hxs500hxstimesE35000right
E35000Sigma10500Sigma45500

i Efficiency ratio standardatima Fin
Actualoutput

beginmatrixfrac1560hrstimes20350endmatrix 142857142857

ii Time saved standard time Actual time

soohrs 3 sohrs 15 o has
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Question 37:

Find total wages as per
a) Time Rate               b) Halsey's Premium Plan
c) Piece Rate              d) Rowan's Plan
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            Workers

A
B
C
D

2 hours                         3000                        2000                           10
5 hours                       20000                        5000                           12
3 hours                       30000                        8000                            8
1.5 hours                    10000                      12000                            6

Std. Time for 
1 unit of output

Actual Time Taken 
(in hours)

Actual Output
(units)

Basic Wage Rate 
per hour (₹)
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Key dataBasic wage
rateper
hr E
10

workers Stdtime
p.u hrs

stdtimefor
actual
outputhrs

Actual
output
units

ordinary
piererate
p41Actualtime

taken lefthrsright
3000

Time
5aved

20002 20

4000250002400018000
1000A

5000S 5000

200003000010000
60
24
9

ordinary piece rate py wages perhr xsi d hrs pcdotucdot

RB
3C 8

800012000D 8000150 6

2 Calculationof Totalwages under
i Time rate scheme Hrs worked X Rate perhour

A 3000hxs X 210 30,0001
workers B 20000hrsx 12 240,000

30000hssx 8 2,400001
D 10000hrsx 6 60,0001

ii Halsey'sscheme HrsworkedX rateperhr so i Jai X hr

A left3000hxstimesE10right 50 1000msX 70 35,0001
workers B 20000hrstimesSigma l2 501becauses 0004sX 12 2,700001

240,0001130000hssx 8 0
D 10000hrsx 26 t 50 8000425 X 26

284,0001iiiordinarypiece rate scheme Noofunitsproduced Rate p.u

A 2000 units 20 90,000
workers B 5,000units 60 23,000001

8,000units 24 1,920001
D 12,000units 9 E 108,0001
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Question 38:

Standard output in 1 hour = 5 units
Actual output in 28 hours = 280 units
Find effective wage rate per hour as per: Halsey Scheme and Rowan's Scheme.
Basic Wage Rate = ₹200 per hour

247

iv Rowan's premiumplan tossedXpeter I.mn ed X Badetism
Aleft3000hxstimesE10rightleftnicefrac10004000righttimes30000E3750 of
Bleft20000hrstimesE12rightleft500025000righttimes240000E2880 001

E240000
workers

left30000hsstimesE8right0
Dleft10000hrstimesE6rightleft800018000righttimes60000E86667

calculation of Timesaved Time allowed

Time saved Time allowed Time taken

std
pcdotu
time X 8,91 Time

taken28
has

frac15hrsx 280units

56ha 28h2 28has2Total wages as per Halsey's scheme

In's
X

05 n
t

as jige
savedX rateperns

5,600 2 2,800 289 00

0 Effective wage rate perhour
under Halsey's scheme

total

fracE84028h as0 2300

Note
As Time saved is exactly equal to 50 of Time

allowed Incentive under both the schemes will

besame
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Question 39:

Standard Time for a job is 80 hours. The hourly rate of guaranteed wage is ₹100 per hour. 
Because of saving in time, Mr. A gets an hourly rate of total age at ₹125 per hour under Rowan's 
Scheme. For the same saving in time, calculate hourly rate of wages under Halsey's Scheme.

248

Total wages as per Rowan's scheme

Hrs worked X Rate per hr It X Basic timewages

left28hxstimesXi200rightleftfrac28hxs56hxstimesE5600right
E5600overlinez2800E8900

Effective wage rate perhour
under Rowan's scheme

total

leftfracE840028hxrightE300

Let timetaken by Mr A to complete the job be se hours
thereforeTime saved standard time Actualtime left80xright
hasEffectivewage

rate per hour
underRowan's
plan

1toked X Partner Ite toked X Partnerrrbracket

Has worked

125leftleftxtimes100rightleftbeginmatrix80xtimes100x80endmatrixrightrightx

125x100xleft80xrighttimes125x25xleft80xrighttimes125x25left80xrighttimes1252080xthereforex60hrs
therefore Time takenbyworker A to complete the job Gohrs
therefore Timesavedby worker Aleft80xrighthxs20hrs
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Question 40:

Standard Time for a job is 90 hours. The hourly rate of guaranteed wages is ₹50. Because of 
saving in time, Worker A gets an effective hourly rate of ₹60 under Rowan Premium Bonus 
System. For the same saving in time, calculate the hourly rate of wages that Worker B will get 
under Halsey Premium Bonus System, assuming 40% to worker.

249

Totalwagespayable for same saving intime underHalsey'splan

HasworkedX Rateper hr50 TimesavedX Rate per hr

60h25 timesE10050left20hxstimesE100rightE7000 f
Effective wage rate perhour under Halsey'splan

leftbeginmatrixzgeq0060hendmatrixrighta
0

soverlinez11666666

Let Actual time taken to complete the job be se hours
therefore Time saved standardtime Actualtime 90 2 has

Effectivewagerateperhour as perRowan's
total
wagssay

s perRowan's

planplan
00

Hrsworked X Rateper

x

hr Imm X Bagiestime

60xleftxtimes50rightleftfrac90x90times50xright60x50xleft90xrighttimesfrac59x10xleft90xrighttimesfrac5x9
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Question 41:

A skilled worker is paid a guaranteed wage rate of ₹120 per hour. The standard time allowed for 
a job is 6 hours. He took 5 hours to complete the job. He is paid wages under Rowan Incentive 
Plan.
a. Calculate his effective hourly rate of earnings under Rowan Incentive Plan.
b. If the worker is placed under Halsey incentive scheme (50%) and he wants to maintain the 
    same effective hourly rate of earnings, calculate the time in which he should complete the job.

250

10xtimesfrac95x90x

1890xthereforex901872hrs
therefore Time taken to complete the job 72 has

Time saved left90xrighthrsleft9072righthxs18hrs
Halsey's plan

i Totalwages for same
whisked X Pester4 0 sateX Bertenssavingin time

2has ESO 4 0
backslash

18h25 X 50 2360 0 Z360

3,9601iiEffective wage rate
perhour 1 1 396072hx

551 per hour

Timeallowed Ghas Time taken s has
therefore Time saved Timeallowed Time taken 6ha shrs 1

hourT.it1 nEsiatas 1 w
1r
o
S
rked XEnter Ii X I
left5hrstimesE120rightleftfrac1hr6hxstimesXi600rightXi700

EEE to

700ShxsE140
Let the worker completes the job in se hours in order
to maintain same effective rate of earning of 140

under Halsey's scheme
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Question 42:

The Accountant of the company had computed Labour Turnover Rates for the quarter ended 
th30  September as 14%, 8%, and 6% under Flux, Replacement and Separation Methods 

respectively. If the number of workers replaced during the said quarter of the year is 36. 
Find (a) Number of workers recruited and joined and (b) Number of workers left and discharged.
Also calculate equivalent labour turnover rates for the year. 

251

Effectiveearningperhour underHalsey's
futkedXasterisk

t

as
titled X Berthour

plan

140leftxtimes120rightleftbeginmatrix050left6xrighttimesE120xendmatrixright
l402 120x60left6xright

therefore80x360thereforex4 so has

worker need to complete the job in 4.50 has in orderto

earn effective rate of 140 perhour under Halsey'splan

20x36060x

times100

iterative is
008

ATG.nggt.ggfeerrsonRolldusing

AvgNo ofworkers on Rollduring frac36008450the quarter

times100
H

s

l t

e iii
6NOcdotof workers lef4

t

0

dischargedduringthe quarter

Noofworkers left dischargedduringthe quarter leftbeginmatrix6times450100endmatrixright27

iteration

times100
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Question 43:

A skilled worker in XYZ Ltd is paid a guaranteed wage rate of ₹30 per hour. The standard time 
per unit of a particular product is 4 hours. Mr. P a workman has been paid wages under 
Rowan's scheme and he had earned effective hourly rate of ₹37.50 on manufacture of 
a particular product.
What could have been his total earning and effective hourly rate, had he been put on Halsey's 
scheme with 50% Bonus?
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No of workers
Labourturnoverratioby
Flux method EEEiin ia isii

014
27

dsifgygtastfcruitedajoin.es

No of workers recruited joinedduringthe quarter 450x 0.14 27

3 6
4 Equivalent labour turnover rate

byFluxmethod
0 14 1 quartertimes4 quarters 05656

Replacementmethod
0 081 quarterx 4 quarters 03232

backslash

separationmethod 0.061 quartertimes4 puarters 02424
backslash

Let actual taken by workman Mr P to

complete the product be e hours forwhich
timeallowed is 4 hours

therefore Time saved Time allowed Timetaken

left4xrighthrs
Effective wagerateperhourunder Rowan's

sapayable

scheme

37.50
Hosworked X Peter Immeasis XBaiestime

D
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Question 44:

Standard time for one unit of output = 3 hours
Actual output of Worker (A) = 200 units
Actual output of Worker (B) = 300 units
Time taken by Worker (A) = 450 hours
Time taken by Worker (B) = 750 hours
Basic Wage Rate = ₹100 per hour
Find total wage as per
1) Time Rate                              2) Piece Rate
3) Halsey's Plan                        4) Rowan's Plan
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3750xleftxtimes30rightleftbeginmatrix4x4endmatrixtimes30xright
750xleftbeginmatrix4xtimes30x4endmatrixrightthereforeleftbeginmatrix750xtimes430xendmatrixright4x

14xtherefore at 3 hours Time taken to completeprodud
therefore Time saved 4 3 1 hour

2 Totalwages payable as perHalsey'splan forsamesavingintime

Hrsworked X Rateper hrrangle 50 Timesaved X Rate perhour

3has 30 50 hour xleft30rightz105
Effective wage rate per hour leftbeginmatrixE10s3hrsendmatrixrightE35under Halsey'splan

key dataActual

output
units

ordinary
piece ratep.y.standardtime for

actual
output
Hrs

Actual
timetakenStandardtimep y

Hrs

Time
saved
Hrs

workers

wa

h
pen
r

sbeginmatrixstdhrsxpuendmatrix
100 x3hrs

300

Hrs

150
600450

4503200
600left3times200rightA150

900750

7503003 300900

3times300

B
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2 calculation of Total wages under

1 Time Rate scheme
Total wages Has worked Rate per hr

A 450 has 100 45,000
B 750 has 100

75,00012piece Rate scheme

Total wages Yet x gginary piece
rate

A 200 units x30 0 E 60000
B 300 units timesE300E90000
Halsey's premium plan

Has worked X Either so stated X EstherTotal

wagesA

E45000 501 150 hasX 100 rangleE52500
B z750 00 50 15042 2100 E82500
Rowan's premium plan

tersworked X Either IElitesTotalwages

AXi45000left150600righttimes45000E56250E75000leftnicefrac150900righttimes75000Xi87500l3
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Question 45:

The management of Zenith Co. Ltd. are worried about their increasing labour turnover in their 
factory and before analyzing the causes, they want to have an idea of the profit foregone as a 
result of labour turnover in the last year.
Last year sales amounted to ₹83,03,300 and the PV ratio is 1/5. The total number of actual 
hours worked by the direct labour force was 4.45 lakhs. As a result of delays by personnel 
department in filling up the vacancies due to labour turnover, 60,000 potentially productive hours 
were not worked. The actual direct labour hours included 30,000 hours attributable to training 
new recruits, out of which half of the hours were unproductive.
The costs consequent on labour turnover revealed on analysis the following:

Assuming that the potential production lost as a consequence of labour turnover could have 
been sold at the prevailing prices, find out the profit foregone last year as a result of labour 
turnover.
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                                                                               ₹
Settlement Costs due to leaving                         43,250
Recruitment costs                                               34,520
Selection and placement costs                           42,610
Training costs                                                     69,270
Total                                                                 1,89,650
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Analysisof Labourhrsforthe last year

5 05,000 potentially productive labourhours

60,000425Hrs
lostdue to

delays infillingup
the vacancies by
personnelDeptHours

worked 4

95,0004,1
500 0 productivelabour

hours30,000 Has spent on
training new
recruits

15000 unproductive
hours15,000productive

hoursTotalproductive labourhours in last year 4150001500043000
Totalunproductive labourhours 600001500015000
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Statementshowingcalculationof profitforegone
on account of labour turnover in the last year

particularsAmt E

8303300
1s02020
1660660

a sales for the last year
P V ratio
contributionearned in last yearbyworkingfor
430,000productive hours axb

3862a contribution per labourhour 0 4,30000hr
e contributionforegone on 60,000potentially
productivehas lost due to delays infilling
up the vacancies 60,000has 3.862

f contributionforegone 15,000 unproductive hours

231720

57930
spent training new recruits 15,000hosx 3.86leftright

g settlementcost due to leaving

h recruitment cost

i selection and placement costs

j Training costs

K Total profitforegone on account of
labour turnover in last year

et ftgthtitj

43250345204261069270479300
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Question 46:

Basic Wage rate = ₹100/hr
For time spent of more than 8 hrs per day worker gets overtime premium of 100%
Worker A has worked for 13 hrs in a day.
Calculate:
1. Total Wages payable to Mr. A for the day
2. Overtime wages payable, Overtime premium payable to Mr. A
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Normalwages perhour E100

overtime premiumperhour Xi100times100 E100

Total overtimewages per hour 100 E100E200

Total wages payable to Mr A for the day

left8hrstimesE100rightleft5hrstimesE200right
OR

13hxsx 100 left5hsstimesE100right
E1800

overtimewages payable 13has shas 200 perhour

1000

overtime premiumpayable shosx 100 per hour

5001
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What is Overtime? What are the causes and effects of Overtime?
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1 Timespentby workers over above normal working
hours is known as overtime Generally overtime is
paid at double rate OR higherrate

overtime wages attest time t pentimme

suppose normal wage rate is is 2800 per hour

overtime wages are 1600perhour then we can say that

overtime premium is 800 perhour
2 causes of overtime

i Geniane labour shortage in the industry
ii unexpected unanticipated developments
sudden increase indemand

iii customer's requirement for urgent delivery
iv Abnormal reasons like machinebreakdowns
accidents Fire etc

x Fault of thedepartment3Effects of overtime
overtime involves extra cost and overtimepremium paidto
workers increases costof production in followingways

i overtime premium paidis extra payment inadditionto
normalwages
ii Efficiencyof operatorsduringovertimehours may fall
hence it increases labourcost P.u

iii inorder to earn more workers may not concentrate

on work during normalworkinghours andstandard
outputduringnormalworking may alsocomedown

iv reducedoutput Increased cost premium will bring
overall increase in cost of production

overtimeshouldbe preferredonlywhen it isextremelyessential
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What is the difference between Job Evaluation & Merit Rating?
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Merit rating
It is the process of

determing relative worth of
persons associated withorganisati

It is carried out with

an intention to decide
promotions transfers
appreciation ofemployee etc
It ensures fair wages

to the workers on the
basis of their performance

merit

4 Factors considered

i Experience
ii Associationwithorganisation
Loyalty

iii sincerity honesty etc

iv specialised skills
v productivity or efficiency
vi Relativeimportance in
organisation

etcJob

evaluation
1 It is the process of
determining relative worth
of different jobs

2 It is carried out with
the intention to resign
wage structure i.e

salary structure
3 A uniform fair
wage structure isdevised

during Job evaluation

process

4 Factors considered

i Analytical conceptual

skillsii
Management administration

skills
in Behavioural skills
iv Technical or physical
skills etc
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What is the difference between Casual Worker & Out Worker?
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Question 47:

Total No of hrs worked = 2000 hrs (including overtime of 500 hrs)
Normal wage rate = ₹ 200 per hour
Overtime premium = 50% of Normal wage rate

Hrs spent on various jobs

                             Normal       Overtime

           Job A           800              300
           Job B           200              200
           Job C           500                - 
   
Calculate labour cost to be allocated to Job A, Job B, Job C if

a) Overtime work is because of genuine labour shortage throughout the year
b) Overtime work is because of abnormal reasons. 
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out worker
a person who does not

work in factory premises
but eitherworks at his home
or atany other site outside
thefactory
An outworker isusually

compensated on the basis of
work he completed or

output basis

Hemay be suppliedwith

raw materials necessary
tools to complete the job
but not inside the

factorycasual

worker
1 a casual worker is
appointed for a short
duration to carry out normal
businessactivities in place
of regular but temporarily
absent worker

2 He is paid on time

basis He is also known

as Daily wage worker
or Badli worker

3 He is engagedforregularworkinside the factory

Important

c overtime work is at request of customer to expediate the job
Totalwages payable toworkers
normalwages overtime premium

200042 xequiv2 00 left500hrstimesE100perhrright
E400000E50000Sigma450000
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Treatment for overtimepremium and calculation of
labour costallocated to different jobs when

a overtimework is because of geniune labourshortage

throughout the

yearInflated
wage rate per

hour IY.fi
9

o
aable

leftbeginmatrixz4500002000hrsendmatrixrightz225 perhou

Labour cost allocated to
Job A 1100425 XE 225 E247500
Job B 400425 xz 225 E90000
Jobc 500425 225 Sigma112500

overtime work is because of abnormal

reasonsLabourcost allocated to
Job A 1100425 200 22 20,000
Job B 400425 200 80,000
Jobc 500425 200 1,00000

overtimepremium payable of 50,000 will not become

part of cost of production of any of the job

I 50,000 will be directly debited costing P LAIC

Addi wages paid for abnormal idle time will be directly
debited to wsting P L AIC

overtime work is at request of customer to expediate thejob.Labourcost allocated to
Job A 1100has X 200 left300hsstimesE100rightXi250000
Job B 400has 200 left200hrstimesE100rightE100000
Jobc Soohs X 20 0E100000
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Explain the treatment of Overtime premium payable in Cost Accounts.
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Treatmentforovertimepremium is dependent on

reasons for overtime

work.Accounting
treatment for

overtime premium

wage rate will be inflated
Totalwagespayableincludingovertime
premium

Has

workedReason
for overtime

work

Due to geniune labour

shortagethroughoutthe year
labourshortage is thefeatureofthat industryHereovertimepremiumpaidbecomes

partof regularcost of production

overtimepremium will becharged
to that job itself It will be

suitably recoveredfrom that
customer only
overtimepremium will be

chargedto FactoryoverheadsAlc

At a customer'sspecific
requirement to expediatethe
job urgentdelivery

3 overtime is because of
unanticipated developments

4 overtime is because of
a faulty Deptovertime

premium will be

charged to that faulty
Dept only
overtime premium will be

directly debited to costing

P L AIC

5 Abnormal reasons

like Machinebreakdown
Fire powe failure strike
of workers etci e overtimepremium will not

inflate cost of production of

anyof the job but company's
profitwill be reduced
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Question 48:

Standard Time per unit = 12 minutes
Actual time taken = 16 hours
Actual Output = 96 units
Basic Wage Rate = ₹600 per hour
Find Total Wages as per Halsey and Rowan Plans.
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Question 49:

Standard Time per unit of output = 0.40 hours
Normal Wage Rate = ₹750 per hour
Actual Output in a week of 40 hours by Mr (A) = 125 units
Mr (B) = 85 units
Calculation of Total Wages under Halsey and Rowan schemes
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calculation of Time saved Timeallowed

s
p
id
cdotu
t
backslash

me X that Iten tilted taken

frac1260hvsx 96units 16hrs
1920hrs16hrs320hrs

Time

saved2

Halsey's premium plan

Has worked X5th 50 It X EstherTotal
wages

16hasX 600 50left32right has X 600

9600 960 overlinez10560
3 Rowan's premium plan

tersworked X Either IiiElitesTotalwages

left16hxstimes2600rightfrac320192 the X E 9600
E 9600Xi1600Xi11200

Edwanities Initig's an e

because Time saved c so Timeallowed

24
minutesHere
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Question 50:

Normal Working Hours in a day = 8 hours
Basic wage rate = ₹50 per hour
Beyond 8 hours worker gets the wages at double rate.
Find total wages, overtime premium for Mr. A if he has worked for 13 hours in a day.

264

calculationof Time saved Time
allowedTime

saved
Hrs

Timetaken
Hrs

workers standardtime
i e Timeallowed

tohas40040hr5 125units
Sohrs

0.40has 85units34hr5AO40B
Totalwages under Halsey'splan
Hrsworked Rate perhr 50 Timesaved Rateperhr

A 40hr5 2750 50 10hr5X 750 33,7501
30,0001B 40h25 750 t 0

Total wages as per Rowan'splan
Hrsworked X Rate perhrrangle Timesaved Firedx

A 40h2 XXi7 so leftnicefrac1050righttimes230000 236000
B 40has xXi7 501 0

BasicTime
wages

Z30000

overtime
wagesNormalwagesfor

Normalworkinghours
Totalwages payable
to MJ A

1 8hr5 xequivsoleft13hss8right hasx 100

400 E500overlineZ900

Normalwages250ORovertimewages
payable 500overtime premium

250J
Totalwages payable Mtgs I Shitimme
to MJ A

13has 50 perhr t hrs 50

26507 250 9001
Here overtime premium is 100 of normal wage rate
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Measurement of Direct Expenses
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______________________________________________________________________________

______________________________________________________________________________

The direct expenses are measured at invoice or agreed price net of rebate or discount but 
includes duties and taxes (for which input credit not available), commission and other directly 
attributable costs.
In case of sub-contracting, where goods are get manufactured by job workers independent of 
the principal entity, are measured at agreed price. Where the principal supplies some materials 
to the job workers, the value of such materials and other incidental expenses are added with the 
job charges paid to the job workers.

Treatment of Direct Expences

Direct Expenses form part of the prime cost for the product or service to which it can be directly 
traceable and attributable. In case of lump-sum payment or one-time payment, the cost is 
amortised over the estimated production volume or benefit derived.
If the expenses incurred are of insignificant amount i.e. not material, it can be treated as part of 
overheads.

Question 51:

Aditya Ltd. is an engineering manufacturing company producing job order on the basis of 
specification given by the customers. During the last the month it has completed three job works 
namely A, B and C. The following are the items of expenditures which are incurred apart from 
direct materials and direct employee cost:
(i)  Office and administration cost - ₹ 3,00,000.
(ii) Product blueprint cost for job A - ₹ 1,40,000
(iii) Hire charges paid for machinery used for job work B - ₹ 40,000
(iv) Salary to office attendants - ₹ 50,000
(v) One time license fee paid for software used to make computerised graphics for 
       job C - ₹ 50,000.
(vi) Salary paid to marketing manager - ₹ 1,20,000.
Required:
CALCULATE direct expenses attributable to each job.

Solution: Calculation of Direct expenses

                  Particulars                    Job A (₹)       Job B (₹)       Job C (₹)

Product blueprint cost                       1,40,000              –                    – 

Hire charges paid for machinery              –              40,000                –

license fee paid for software                    –                    –               50,000

Total Direct expenses                       1,40,000          40,000           50,000

Note:

(i) Office and administration cost is classified as overheads.

(ii) Salary paid to office attendants is classified under office and administration cost.

(iii) Salary paid to marketing manager is classified under selling overheads
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EXPERT PROFESSIONAL ACADEMY PVT LTD : TEST

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

Question 1 :

Answer the following:
A Ltd. Co. has capacity to produce 1,00,000 units of a product every month. It works cost at 
various levels of production is as under:

Its fixed administration expenses amount to Rs 1,50,000 and fixed marketing expenses amount 
to Rs 2,50,000 per month respectively. The variable distribution cost amounts to Rs 30 per unit.
It can sell 100% of its output at Rs 500 per unit provided it incurs the following further 
expenditure:
i.  It gives gift items costing Rs 30 per unit of sale;

ndii. It has lucky draws every month giving the first prize of Rs 50,000; 2  prize of Rs 25,000, 
    3rd prize of Rs 10,000 and three consolation prizes of Rs 5,000 each to customers buying the 
    product.
iii. It spends Rs 1,00,000 on refreshments served every month to its customers;
iv. It sponsors a television programme every week at a cost of Rs 20,00,000 per month.
    It can market 30% of its output at Rs 550 per unit without incurring any of the expenses 
    referred to in (i) to (iv) above.
Prepare a cost sheet for the month showing total cost and profit at 30% and 100% capacity 
level.

Level                   Work Cost per unit (Rs)
10%                                             400
20%                                             390
30%                                             380
40%                                             370
50%                                             360
60%                                             350
70%                                             340
80%                                             330
90%                                             320
100%                                           310
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Question 2 :

A company presently sells an equipment for Rs 35,000. Increase in prices of labour and material 
cost are anticipated to an extent of 15% and 10% respectively, in the coming year. Material cost 
represents 40% of cost of sales and labour cost 30% of cost of sales. The remaining relate to 
overheads. If the existing selling price is retained, despite the increase in labour and material 
prices, the company would face a 20% decrease in the existing amount of profit on the 
equipment.
You are required to arrive at a selling price so as to give the same percentage of profit on 
increased cost of sales, as before. Prepare a statement of profit/loss per unit, showing the new 
selling price and cost per unit in support of your answer.

 CA Intermediate | Costing | Employee Cost and Direct Expenses

Question 3 :

The following figures are extracted from the books of Pragati Fashion Lts. for the year ended 
31.3.2018.
Prepare a cost sheet showing clearly the total cost and the cost per unit under prime cost, 
factory cost and office cost. Also calculate the profit or loss made.

Direct Material                              2,40,000
Direct Labour                                  50,000
Depreciation:
Factory building                                1,500
Office building                                      800
Staff Cars                                          1,200

Branch Office expense                     4,000
Insurance:
Staff cars                                             150
Office building                                     120
Factory building                                  150

Delivery van :
Running & maintenance                   1,000 
expenses

Salary:
Sales Manager                                      2,500
Factory Engineer                                   2,500
Production Department                       25,000
Finished goods - warehouse exp.         2,000
Electricity (including Rs 400 for             4,000 
admn. Office)
Advertisement                                        2,000
Sundry factory expenses                     34,000
Sales promotion                                        500
Office administration                              5,000
Expenses for participating in an            1,000 
exhibition
Sales                                                 4,20,000
(Units produced 1,000)

Question 4 :

What is Cost Centre? State the Difference between Production Cost Centre & Service Cost 
Centre.

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________
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Solutions for test-1 
1. Statement showing calculation of cost and profit at 30% and 100% capacity

Particulars
30% capacity
(30,000 units)

100% capacity
(1,00,000 units)

p.u. Total p.u. Total

a) Works cost (i.e. Factory cost)

b) Fixed Admini. exp.

c) Fixed marketing exp.

d) Variable Distri. cost

e) Special cost

     I) Gift items

    II) Prizes for Lucky Draw

 (50,000 + 25,000 + 10,000) +

              (5000 X 3)

   III) Refreshment exp.

  IV) Sponsorship of TV program

        sub-total (e)

f) Cost of sales (a+b+c+d+e)

g) Sales value

h) Profit (g-f) 

380             1,14,00,000          310          3,10,00,000

5                  1,50,000            1.50           1,50,000

8.3333             2,50,000            2.50           2,50,000

30.00             9,00,000           30.00          30,00,000

   -                        -                  30.00          30,00,000

   -                        -                   1.00            1,00,000

   -                        -                   1.00            1,00,000

   -                        -                   20.00          20,00,000

   -                        -                   52.00          52,00,000

423.333        1,27,00,000          396          3,96,00,000

    550           1,65,00,000           500          5,00,00,000

126.666          38,00,000           104           1,04,00,000
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2. I) Lest’s assume cost of sales for current year be ₹x 
    Present & Revised cost & profit structure  

Particulars Present Year
Coming year if selling price 
of ₹ 35,000 is retained

a) Material cost

b) Labour cost

c) Over head cost

d) Cost of sales

    (a+b+c)

e) Profit (f-d)

f) Sales

0.40x                           0.40x + 10% = 0.44x

0.30x                           0.30x + 15% = 0.345x

0.30x                                        0.30x

  x                                           1.085x

(35,000 - x)                       (35,000 -1.085x)

35,000                                      35,000 

From last column of above table
                       (35,000-1.08x) = 0.80 (35,000 - x)
                       35,000-1.085x = 28,000 - 0.80x
                                     7,000 = 1.085x - 0.80x
                                   0.285x = 7,000
                                            x = ₹ 24,561
 
ii) Profitability statement for the current year & coming year if selling price for the 
    equipment is retained exiting profit %

   Particulars              Current Year             Coming Year

a) Materials                    9,825                             10,808

b) Labour                        7,368                             8,473

c) Over heads                 7,368                             7,368

d) Cost of sales             24,561                           26,649

   (a+b+c)

e) Profit                          10,439                            8,351

f) Sales                           35,000                          35,000

=                    x 100 = 42.5023% of cost sales
₹ 10,439

₹ 24,561
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iii) Statement showing calculation of New selling price for the equipment

           Particulars                     Amount (₹)

a) Materials                                 10,808

b) Labour                                     8,473

c) Overheads                               7,368

d) Cost of sales                          26,649

     (a+b+c)

e) Profit (d X 42.5023%)             11,326

f) New selling price to                37,975

   maintain same %

   profit on cost of sales

              (d+e)
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