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N M W C - OPERATION MANUAL

It is the purpose of an operation manual to

describe all operations and procedures 
of the Corporation and the individual 
NMWC-Plants

define the basic systems for management 
and business administration

provide a general basis for design and 
application of special systems within 
individual NMWC-Plants

define duties, competences and responsibilities 
of key personnel on all levels.

The objective emphazises the requirement that the Operaion Manual 
shall be an aid to executive of the Corporation and serve as 
an aide-mémoire and reference book in cases of doubt as well as 
to facilitate the induction of new executive.

The contents of the Operation Manual cannot be determined by 
several departments; this task has rather to be left to one 
central department which is engaged in planning and organisation 
functions for the whole Corporation.

The Operation Manual must be subject to the current control of 
the Planning and Organisation Department. Only such instructions 
can be adapted which thePlanning and Organisation Department has 
approved. The provisions laid down in the Manual are binding 
for all staff members.

If a staff member discovers that the provisions are not or no longer 
observed, he is held to report this matter through the channel of 
his supervisor to the Planning and Organisation Department.
The competent department manager is bound to enforce the application 
as prescribed or to develop together with the Planning and 
Organisation Department any necessary modification.
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In the following some key elements of the proposed NMWC- 
Operation Manual are presented.
Their detailed completion should be done in connection with 
the development and implementation of a NMWC-advisory team.

As pointed out in the main report, this will require the 
assistance of 2 spezialized expatriate experts over a period 
of 3 years.

»
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ORGANISATION STRUCTURE
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1. Organisation Structure

While NMWC-Plants are of relatively moderate size a relatively 
simple - "classica1" - organisational structure is appropriate :

Procurement and Sales Departments are missing in this scheme at 
plant level as these functions are centralizes in NMWC.

"Marketing and Distribution" should be taken care of by assistants 
to the General Manager. Their functions should comprise :

keeping contact to clients 
identifying new ones
identifying new market/client-requirements 
follow up orders from receipt to delivery to the client 
doing everything to meet the requirements and satisfy of 
all clients.

J
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The substructures for Administration ("Personnel" and "General") 
and Finance ("Accounting", "Planning & Budgeting") are practically 
the same in all plants while the production departments have to be 
structured according their individual manufacturing lines.

These substructures should be in accordance with the cost-center- 
system. (see cost accounting and controlling system).

Subdivisions of the Production Department in each plant 
should be :

production planning and control 

materials management 

maintenance and repair 

quality control.

As production management is the most essential key function for 
improvements of performance of the NMWC plants a general job 
description for a "Director Production" is attached.



J O E  D E S C R IP T IO N
DIRECTO R P R O D U C T IO N  (M A N U F A C T U R IN G S

O P ERA T! O N  M AN U AL
_______M ANAG EM ENT O RG AN ISAT IO N

O b je c t iv e s  ond Scope of the  Job

The D ire c to r  Production (M an u fac tu rin g ) serves th e  com pany in tw o  w ays:

-  as member o f th e  Board o f D irectors  c o n trib u tin g  to  th e  long

term  increase o f o u tp u t, p ro f ita b il i ty  and c o m p e titiv e  position  

o f th e  C o rp o ra tio n ;

-  as head o f the production  (m an u fac tu rin g ) departm ents b e in g  

responsib le for

t im e ly  and econom ic supply o f th e  com pany w ith  
goods (m ate ria ls  of a l l  k inds) and services in  
con fo rm ity  w ith  the requirem ents;

e co n o m ic , t im e ly  and q u a li ta t iv e ly  sound production  and  
m anu facture  o f products.



JO B  D E S C R IP T IO N
DIRECTO R P R O D U C T IO N  (M A N U F A C T U R IN G )

OPERATION M AN U AL
M ANAG EM ENT O R G A N ISA T IO N

Functions and R esponsib ilities  in th e  Board o f D irectors

R esponsib ilities  Towards the C o rp o ra tio n  as a  W h o le

The D ire c to r Production (M a n u fa c tu rin g ) form ulates the com pany's  

p ro d u c tio n , m an u fac tu rin g  and purchasing p o lic ies  su b jec t to  the  

ap p ro va l o f the M a n a g in g  D ire c to r  and th e  Board o f Com m issaries.

In p a r t ic u la r , he is responsib le fo r m a in ta in in g  the com pany's p ro 

d u c tio n , m an u fac tu rin g  and purchasing fu n c tio n  in the C o rp o ra tio n , 

i . e . ,  for the econom ic  m an u fac tu re  o f products in the required  

q u a lity  a rd  a t  th e  r ig h t tim e  to  m eet sales requirem ents and for 

k e e p in g  w ith in  th e  b u d g e t. This fu n c tio n  includes also m ateria ls  

m an ag em en t. Thus th e  res p o n s ib ility  covers also th e  e co n o m ica lly  

optim um  b a la n c e  be tw een  m arke t requ irem ents as to  tim e  and q u a n tity  

on the one han d , and th e  req u irem en t o f lo w -co s t procurem ent, 

p ro d u c tio n , and stock k e e p in g  on the o th e r .

Together w ith  th e  o ther members o f the Board o f  D irectors  he is 

responsib le for the com pany as a  w h o le .

He w i l l  understand his tasks and resp o n s ib ilities  n o t o n ly  as head  

of the p ro d u c tio n , m an u fac tu rin g  and purchasing departm ents but 

also in th e  lig h t o f the o v e ra ll co rp orate  o b je c t iv e .

Supporting g en era l com pany p o lic ie s  he helps to  m a in ta in  and in 

crease the e f f ic ie n c y  and c o m p e titiv e  position o f the company by  

assuring a constant flo w  o f m utual in fo rm a tio n , and he works towards  

an optim um  coop era tio n  w ith in  the C o rp o ra tio n .

He supports the other members o f the Board in a l l  m atters of pro

d u c tio n , m an u fac tu rin g  and purchasing and helps them to solve an y  

s p e c ific  problems in th e ir  various d epartm ents ._________________________



JO B  D E S C R IP T IO N
DIRECTO R P R O D U C T IO N  (M A N U F A C T U R IN G )

OPERATION M AN U AL
_______M AN AG EM EN T O RG A N ISA T IO N

He keeps h im self constan tly  in form ed o n  the d eve lo p m e n t of costs 

and perform ance in a l l  units and departm ents and w i l l  toke ap p ro 

p ria te  a c tio n  as to red u ce  costs and increase p erfo rm an ce . He is 

responsible for se ttin g  up plans and budgets in  due tim e  and for 

prep aring  reports and in fo rm atio n  to o ther d ire c to rs .

C o o p era tio n  w ith  o th er D irec to rs

The D ire c to r Production (M a n u fa c tu rin g ) w i l l  c o lla b o ra te  w ith  o ther 

directors  as to:

-  d e te rm in in g  com pany p o l ic y ,

-  im p o rtan t decisions in the o p e ra tin g  process of the  
com pany,

-  co rp o ra te  p la n n in g ,

-  o rg a n is a tio n ,

-  c o o rd in a tio n ,

-  c o n tro l,

-  represen ta tio n  o f in te re s t.

C o o p era tio n  w ith  D ire c to r  M a rk e tin g :

-  In d e te rm in in g  the production  p ro y am m e  and in 
product design in order to  g ive  due consideration  
to  m arket trends and m arket requirem ents;

-  in p rep arin g  te c h n ic a l lite ra tu re  (fo lders and le a fle ts ,  
brochures, c a ta lo g u es , o p e ra tin g  and m ain ten an ce  
in structions, new spaper a r t ic le s , e t c . )  and te c h n ic a l 
arguments for sales purposes;

-  in te c h n ic a l problems a ffe c t in g  the m arketin g  fu n c tio n  
w h ich  resu lt from com p la in ts  and te c h n ic a l m o d ifica tio n s ;

-  in soles p lan n in g  in  order to  g ive  due consideration  
to c a p a c ity  p o ten tia ls  in production;
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0 DERAT> 0 N  M A N U A L  
M A N A G E M E N T  O R G A N IS A T IO N

JO B  D E S C R IP T IO N
DIRECTO R P R O D U C T IO N  (M A N U F A C T U R IN G !

in p lan n in g  the  production programme by  g iv in g  due  
consideration  to m arke t requirem ents and econom ic  
fin ish ed  products storage;

to  schedule d e liv e ry  dates in  the case o f m ajor o ffers  
and contracts;

to  d e term in e  actio n s  to  be taken when c a p a c ity  b o tt le 
necks or id le  c a p a c ity  a re  id e n t if ia b le .

C o o p e ra tio n  w ith  D ire c to r Finances and C o n tro l:

D e te rm in a tio n  o f production programme and product 
d eve lo p m en t considering  cost/perfo rm ance  ra tio ;

p lan n in g  of d eve lo p m en ts , investm ent, p ro d u c tio n , 
m an u fac tu rin g  and procurem ent w ith in  the o v e ra ll  
corp orate  p lann ing;

id e n t if ic a t io n  as to  return  on investm ent;

deve lo p m en t o f cost/perfo rm ance ra tio  in the produc
tio n  (m an u fac tu rin g ) units and departm ents;

s p e c ific  problems o f taxes and insurance a ris in g  in 
the production (m anufactu ring ) units and d ep artm en ts .

C o o p era tio n  w ith  D ire c to r Personnel and A d m in is tra tio n :

C o rp o ra te  p lann ing;

o il  personnel and ad m in is tra tive  problems of im portance  
c o n cern in g  th e  production  (m anufactu ring ) units and  
departm ents;

in  h ir in g , transfers and dismissals o f em p lo yees, 
close coop era tio n  w ith  the D irec to r Personnel and  
A d m in is tra tio n  should be assured, and an a ttem p t 
should be m ade to  a rr iv e  a t  jo in t d ec is io n s . If  
such jo in t d ecis ion  can not be rea c h ed , the m atte r  
w il l  have to  be d ec id e d  upon by the M a n a g in g  
D ire c to r .

0



O P E R A I tO N  M A N U A L  
________ M A N A G E M E N T  O R G A N IS A T IO N

JO B  D E S C R IP T IO N
DIRECTO R P R O D U C T IO N  (M A N U F A C T U R IN G )

P a rtic ip a tio n  in In te rn a l C o nferences

»
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W e e k ly  m anagem ent co n feren ce  serv ing as c o o rd in a tin g  and  
d e c is io n -m a k in g  body to  solve problems co n cern in g  com pany  
strategies and im portan t o p era tio n s .

P artic ipants:
M a n a g in g  D ire c to r ,
D ire c to r  M a rk e t in g ,
D ire c to r  Production (M a n u fa c tu r in g ),
D ire c to r  F inances and C o n tro l,
D ire c to r  Personnel and A d m in is tra tio n ,
E x ec u tiv e  s ta ff for p a r t - t im e  con su lta tio n  on 

s p e c ific  problem s,
S e c re ta ry , i f  necessary.

O th e r  m anagem ent co n fe ren ces .

Q u a r te r ly  conferences on the s itu a tio n  and d eve lo p m en t o f  
the co m p an y .

P artic ip an ts :
a l l  members o f the Board o f D ire c to rs ,
a l l  m anagers d ire c t ly  under the  co n tro l o f d ire c to rs .

Q u a r te r ly  conferences w ith  Com m issaries.

O



OPERA I IO N  M A N U A L  
________ M A N A G E M E N T  O R G A N IS A T IO N

J O B  D E S C R IP T IO N
DIREC TO R P R O D U C T IO N  (M A N U F A C T U R IN G )

Functions and R esponsib ilities  in  th e  Production (M a n u fa c tu rin g ) Units  
________ and Deportm ents_____________________________________________________
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The D ire c to r  Production (M a n u fa c tu rin g ) is a c c o u n ta b le  fo r a l l  a c t iv it ie s  

and perform ance o f his s ta ff as w e ll as fo r a l l  work perform ed in  his units  

and d ep artm en ts . as to q u a li ty ,  q u a n tity , tim e and costs. This results in  

th e  f s k  and res p o n s ib ility  to  p lan  and contro l operations under the aspects  

o f transparency and optim um  p r o f ita b il i ty .

To assure optim um  e ffec tiven ess  w ith in  the units and departm ents the D ire c to r  

w il l  c a re fu lly  d e le g a te  tasks, responsib ilities  and a u th o rity  to  q u a lif ie d  s ta ff 

m em bers.

A c c e p tin g  the resp o n s ib ilities  o f lead ersh ip , he w i l l  guide and c o n tro l his 

subordinates and m o tiv a te  them  by settin g  a tta in a b le  g o a ls .

Being fu l ly  responsible fo r his units and departm ents he w i l l  set an exam p le  

to  his subordinates by  m a in ta in in g  the d is c ip lin e  he has to  e n fo rc e  in his 

units and departm ents in order to  ensure constant and smooth p erfo rm an c e .

Since o b jec tiv es  of m anagem ent and s ta ff a re  n o t a lw ays  c o m p a tib le , 

decisions have to  be m ade and c arried  out even  i f  th ey  c re a te  human 

c o n flic ts .

O
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O P E R A T IO N  M A N U A L  
M A N A G E M E N T  O R G A N IS A T IO N

JO B  D E S C R IP T IO N
D IR EC TO R  P R O D U C T IO N  (M A N U F A C T U R IN G )

Personnel

-  D e c is iv e  coo p era tio n  in s e le c tin g , h ir in g , f in a n c ia l 
c la s s if ic a tio n , prom oting and dismissal o f m anagem ent 
personnel in the units and departm ents;

-  assuring thorough job a cq u a in ta n c e  o f new  em ployees;

-  assistance to em ployees in  p a rt ic ip a tin g  in tra in in g  
and d eve lo p m e n t programmes w ith in  or outside the  
com pany;

-  schedu ling  vacatio n s  and a rran g in g  for substitution o f  
em ployees on v a c a tio n  or s ic k - le a v e  acc o rd in g  to  the  
w o rk in g  s itu a tio n .

O rg a n is a tio n

-  C onstant im provem ent o f th e  m anagem ent, fu n c tio n a l 
and m a te r ia l o rgan isatio n  in  th e  units and departm ents;

-  d e te rm in a tio n  o f a u th o r ity  and resp o n s ib ilities  o f sub
o rd in a te  s ta ff members;

-  constant im provem ent and co n tro l o f the d is c ip lin e  to  
m ake th e  organ isation  w ork;

-  a tte n tio n  to  orderliness and c lean lin ess  in the units  
and departm ents .

In fo rm atio n

-  C o lle c tin g  in te rn a l and outside in fo rm atio n  re le v a n t fo r  
own scope of duties;

-  e v a lu a tin g  and a p p ly in g  in fo rm atio n  as to  p lan n in g , 
d e c is io n -m a k in g  and c o n tro l;

-  k e e p in g  other d irectors  in form ed on re le v a n t developm ents  
and occurrences in the production (m an u fac tu rin g ) units  
and departm ents , in p a rtic u la r  w hen c a p a c ity  bo ttlen ecks  
or id le  c a p a c ity  loom up;

-  in fo rm ing  u n it and d epartm ent exe c u tiv es  in reg u lar  
m eetings of present goals and o b je c tiv e s .0



O P E R A T IO N  M A N U A L  
M A N A G E M E N T  O R G A N IS A T IO N  

JO B D E S C R IP T IO N
D IR EC TO R  P R O D U C T IO N  (M A N U F A C T U R IN G )

P reparatio n  of Decisions

-  Preparing decisions as to  th e  d e te rm in a tio n  o f goa ls , 
princ ip les  and standards of w o rk  in the units and  
departm ents;

preparing  decisions to  solve problems reg ard in g  the  
units and d ep artm en ts .

Professional Tasks

M a te r ia ls  M an ag e m en t

-  O b serva tio n  o f the raw  m a te ria l m arke t,

-  assuring the u t i l iz a t io n  o f e f f ic ie n t  supply  
sources,

-  analysis  o f p ric e  trends,

-  d e te rm in in g  q u a n tity  o f purchase and n ego
t ia t in g  c o n tra c t,

-  n e g o tia tin g  contracts  for scrap sales,

-  assistance in essentia l purchasing n eg o tia tio n s  
and c o n tra c t aw ards in c lu d in g  investm ents,

-  in it ia t in g  measures to  rem ove supply b o ttle n e c k s ,

-  supervision o f econom ic  s torog e.

Production T ech no lo gy and P lant Layout

-  D e te rm in a tio n  o f o b jec tiv es  for process d e v e lo p 
m ent and for d eve lo p m en t of equ ip m ent and  
fo l lo w -u p ,

-  ta k in g  a c tio n  w hen d iff ic u lt ie s  or d e fe c tiv e  
develo pm ents  o c c u r,

-  se ttin g  o b je c tiv e s  for tim e and m otion studies 
and fo l lo w -u p .



O P E R A T IO N  M A N U A L  
M A N A G E M E N T  O R G A N IS A T IO N

JO B  D E S C R IP T IO N
DIRECTO R P R O D U C T IO N  fM A N U F A C T U R IN G )

Production C o n tro l

-  S ettin g  th e  o b je c tiv e  for p lan n in g  the production  
program m e,

-  s tudying  th e  results o f production programme 
p lan n in g  to  d e te c t  b o ttlenecks or fre e  c a p a c ity
a t on e a r ly  d a te  and to  assure th e ir o p tim a lisa tio n  
under m a rk e t, storage and production aspects,

-  settin g  p rio r itie s  o f orders in b o ttle n e c k  s ituations  
in ag reem en t w ith  m a rk e tin g .

Production

-  O b s e rv a tio n  o f th e  e n tire  production process in  
the production  units w ith  the a im  o f due im p le 
m en ta tio n  o f the production  programme w ith  respect 
to  q u a n tity , dates and q u a lity ,

-  in te rv e n in g  in  s p ec ia l d iff ic u lt ie s  as to due dates  
or q u a li ty ,

-  observing th e  d eve lo p m en t o f costs and perform ance  
and s tim u la tin g  ra tio n a lis a tio n  measures,,

-  assuring th a t com pany regu la tions  and le g a l p re 
visions and in  p a rtic u la r  a c c id e n t p reven tio n  
rules a re  b e in g  observed ,

-  in te rv e n in g  in  e x trao rd in a ry  events (such as 
a c c id e n ts , supply d if f ic u lt ie s ) .

Q u a li ty  C o n tro l

-  S e ttin g  o b je c tiv e s  fo r the d eve lo pm ent o f co n tro l 
m ethods, tes tin g  standards and inspection s p e c i
fic a tio n s  as w e ll as fo llo w -u p ,

-  e v a lu a tio n  o f q u a lity  contro l results and o f 
co m p la in t analyses and s tim u la tin g  measures for 
the m ain ten an ce  of q u a lity  standards a n d /o r  fo r  
q u o lity  im p ro vem en t.
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2. FINANCE PLANNING



OPERATION MANUAL
m a n a g e m e n t  o r  g  a  n i  r a t i o n

F IN A N C IA L  P L A N N IN G
M ed iu m -T erm  F in o n c ic l P la n n in o  -  Tcsk and O b je c t iv e

Task and O b je c t iv e

The a n n u a l f in a n c ia l p lan  is th e  tru e  purpose o f " ro llin g  f in a n c ia l p la n n in g " . 

If  a t a l l  possible i t  shall be based on the corp orate  p lan  ro v e r in g  severa l 

y e a rs .

The a n n u a l f in a n c ia l p lan  is to  be d iv id e d  in to  m onth ly  plans and should b e  

estab lished as ro ll in g  bu d g et (" o v e r la p p in g  p la n " ) , w hereb y th e  n ew  m onth  

is added to  the  e x p ire d  m onth w h ic h  has been a u d ite d  b y  f in a n c ia l c o n tro l 

so th a t the an n u a l f in a n c ia l p lan  covers a lw ays  a period  o f 12 m onths.

R O L L IN G  B U D G E T

Budget

A c tu a l

1 /7 6 2 /7 6

12 M onths

3 /7 6 4 /7 6 5/76 6/76 7/76 8 /7 6  9 / 7 6 11 0 /7 6 1 1 /7 6 1 2 /7 6 1 /7 7 2 /7 7

D U
M e d iu m -te rm  p lan n in g  corresponds to o p e ra tiv e  p lan n in g  w h ich  re fle c ts  

operatio ns and ac tio n s  in the various a re a s .

It  is the purpose o f th e  a n n u a l f in a n c ia l p lan and its m onth ly  or q u a rte r ly  

su b -p lan s  to  fo recast th e  l iq u id ity  d eve lo p m en t in th e  period  c o n c e rn e d . 

The exp e c ted  rece ip ts  and expenses o f the period  have  to be co m p ile d  on 

th e  basis o f liq u id  funds in  h a n d .

0



o p e r a t i o n  m a n u a l
__________m a  MAG EME: :t ORGANISATION__________
F IN A N C IA L  P L A N N IN G . M e a  i urn-Term  Financial Planning 

Basic Princioles and Relationships

Basic P rin c ip les  and R e la tion sh ips

The sales p lan re f le c t in g  the gen era l o b je c tiv e  for the business vo lum e is 

the ta rtin g  p o in t. A p a r t  from the in te r je c te d  storage p lan fo r fin ish ed  

products th e  sales p lan  a ffe c ts  the production  p lan  w h ich  gives rise to  

com prehensive p la n n in g  a c t iv it ie s  in the f ie ld  o f program m ing and e x e c u tio n .

The production p lan  g ives  impulses to  personnel p lan n in g  as w e ll as to  th e  

procurem ent and in vestm en t p la n . The storage p lan  is in terposed b e tw een  

the production p lan  and th e  procurem ent p lan  for raw  m ate ria ls  and supplies  

in order to b u ild  up  a  b u ffe r o f s tocks.

Procurem ent and in vestm en t p lan  on the expense side and sales p lan  on the  

re c e ip t s id e , supplem ented b y  e x tra o rd in a ry  expenses and re c e ip ts , jo in  the  

f in a n c ia l p lan  w h ic h  serves to  supervise and assure l iq u id ity .

Relationships o f O p e ra tio n a l S ub-P lans



O P E R A ' ¡ O N  M A N U A L  
M  A. N A G E  M E N T  O R G A N  N A T I O  N  

F I N A N C I A L  P l A N N  IN G /M e d iu m - T e r m  F in an c ia !  Pianninç  
Basic PrinciDles and Relationshios

O n  the other h an d , ty p ic a l c o s t-o rie n te d  budgets a re

-  soles b u d g e t,

-  production  b u d g e t,

-  overhead  b u d g e t.

N a tu r a l ly  p a rt o f the cost and e x p e n d itu re -o r ie n te d  budgets a re  a t  the same 

tim e  basis o f expense p lan n in g  because m any exp en d itu res  nave  an expense  

e f fe c t .  O n  th e  o th er hand budgets for d e p re c ia t io n , v a lu a tio n  reserves, 

reserves, e t c .  a re  ir re le v a n t to  f in a n c ia l p la n n in g .

Thus e x a c t b u d g etin g  o f a l l  areas o f the C o rp o ra tio n  can serve as basis o f  

both p ro fit p lan n in g  and f in a n c ia l p la n n in g .



- l ! \A N C iA L  F LA NIn I ING/Medium-Term Financial Piannin: 
Basic Princioles ana Relationshios

In estab lish in g  the f in a n c ia l p lan it  is useful to sub d iv id e  this p lan  in to  

an o rd in a ry  and an e x tra o rd in a ry  f in a n c ia l p la n . The  o rd in a ry  f in a n c ia l 

p lan  covers rece ip ts  and expenses resu ltin g  from th e  sales a c t iv i ty  w hereas  

the e x tra o rd in a ry  one shows the f in a n c ia l m ovem ents res u ltin g  from a c t iv e  

or passive f in a n c ia l measures (for in s ta n c e , on the re c e ip t s ide: borrow ings, 

rec e ip ts  from the sale  o f c a p ita l equ ip m ent; on th e  expense side: p a y 'b a c k  

o f lo an s , c a p ita l in vestm en ts ).

O rd in a ry  expense p la n n in g  is based on th e  e x p e n d itu re  plcn a n d /o r  b u d g e t. 

V i t a l  item s in this resp ect a re :

-  d ire c t o rd e r -re la te d  sales expenses in c lu d in g  s u b co n trac tin g , 
tra n s p o rta tio n , e re c tio n , commissions, e t c . ,

-  sales costs,

-  p roduction  costs broken dow n by m a te r ia l costs, cost o f labour and  
overh ead  as fa r  as they  a f fe c t  expenses,

-  o ther ru n n in g  charges such as cu rren t ta x e s , m a in te n a n c e , in te res t, 
in su ran ce , re n ta ls , e tc .

R e le v a n t factors  in  p la n n in g  e x tra o rd in a ry  expenses ore investm ents in  bu ild ings  

and m ac h in ery  and eq u ip m en t as w e ll  as f in a n c in g  measures (g ran tin g  o f loans, 

p a y -b a c k  o f c re d its ) .

F in a n c ia l p la n n in g  fo r the e n tire  B B I C o rp o ra tio n  w h ich  is done a t the  Head  

O f f ic e  is based on the  p rec e d in g  sub-p lans for th e  in d iv id u a l u n its . In d i

v id u a l budgets a re  estab lish ed  on the basis o f th e  various programmes and  

o p e ra tio n  plans w h ic h  a re  a n a ly z e d  as to  th e ir  f in a n c ia l e ffe c tiv en e s s  and  

w h ic h  then becom e th e  basis of rece ip ts  and expenses in the f in a n c ia l p la n .

Budgets w h ic h  ore  based on f in a n c ia l m ovem ents a re  in p a rtic u la r

-  m a te r ia l procurem ent p la n ,

-  in vestm ent p la n .



_ F | N A N C IA I_  P L A N N IN G  
M e d iu m -T e rm  F in a n c ia l P lan n in g  -  Procedure

OPERATION AAA N UAL
MANAGEMENT ORG-‘ MIRATION

P ro cedure

In d iv id u a l budgets a re  established as fo llo w s :

Budgets o f rece ip ts  and expenses w h ic h  a re  g e n e ra lly  co n cen tra ted  in m ajo r  

items a re  d e ve lo p ed  from the q u a n tita t iv e  p lan s . They in c lu d e  in th e  firs t  

in stance a l l  proceeds a n d /o r  revenues a f fe c t in g  rece ip ts  and a l l  exp en d itu res  

a ffe c t in g  expenses. In  a d d it io n , a l l  redu ctio ns o f re a l assets accounts w h ic h  

a re  to  be  reg ard ed  as asset exch an g e  (such as a lie n a tio n s  o f c a p ita l assets 

or w o rk in g  assets as fa r as they  a re  n o t a f fe c t in g  results) and such increases  

in  th e  le f t -h a n d  side from ow ned and outs ide c a p ita l a re  added  to  th e  rec e ip ts  

side w h ich  lead  to an increase in cash on h a n d . O n  the expense side those 

item s a re  considered w h ich  lead  to  increases in assets or e lse to  redu ctio ns  

in  l ia b i l i t ie s ,  s u .h  as investm ents in  ta n g ib le  assets and f in a n c ia l f ix e d  assets, 

stock increases in row  m ate ria ls  and supplies as w e ll as in un fin ished and  

fin ish ed  products a n d /o r  p a y -b o c k  o f c red its  and loans, p ro p rie ta ry  c a p ita l  

and p ro fit  d is tr ib u tio n  and the l ik e .

From the  re c e ip t  and expense budgets w h ic h  a re  estab lished  in  g lo b a l items 

th e  in d iv id u a l cost and perform ance budgets a re  to  be d e ve lo p ed  on the  

basis of re fin e d  program m ing. In this o p e ra tio n  th e  rece ip ts  and expenses  

h a v in g  a  stock ch arac te r are  e lim in a te d  and th e  in c o m e -e ffe c t iv e  items  

a re  budgeted  in  cost a cc o u n tin g  by cost centers  and c o s t-in c u rr in g  products 

as o v e rh e a d .

The d eve lo p m en t of budgets by  cost centers is p a r t ic u la r ly  suited to  en h an ce  

th e  cost res p o n s ib ility  of in d iv id u a l areas and thus to  con tro l not o n ly  the  

incom e d eve lo p m e n t but also the f in a n c ia l tre n d .



OPERATION M A N U A L
MA NA GEMEI 'T O R G A N ISA T IO N

F IN A N C IA L  P L A N N IN G  
R E V IE W  Q "  IN D IV ID U A L  B U DG ETS

Q u a n t ita t iv e  Plan R e c e ip t/E x p en se  Budgets R e v en u e /C o s t Budgets

Sales P lan R e c e ip t b u d g et (from proceeds)

M a rk e t in g  expense b u d g et — —« 
( in c lu d in g  d ire c t o rd e r-re la te d  
m a rk e tin g  expenses)

R evenue (tu rn over) b u d g et 

•M a rk e t in g  cost budget

Production  Plan --------»
(q u a n tita t iv e  program m e) 
bcsed on c a p a c ity  \  
(personnel and eq u ip m e n t)  
p la n n in g  and tim e  
s ch ed u lin g

Personnel expense bud get —  

“M a te r ia l  procurem ent budgets
\

Investm ent p lan

M a n u fa c tu r in g  and  
D e v e lo p m en t P lan

M a in te n a n c e  Plon

R & D  expense budget

Personnel cost budgets fo r  
d ire c t  s ta ff expenses 
M a te r ia l  cost budgets

In ven to ry  budgets (for row  
m ateria ls  and supplies as w e ll  
as fo r unfin ished and fin ish ed  
products)

D e p re c ia tio n  budgets 

•F ac to ry  overhead budgets

R & D  cost budget

M a in te n a n c e  expense bud get ^ ♦ M a in t e n a n c e  cost b u d g et

Budget o f m a in ten an ce  c a p ita l iz a  
tions (th e rea fte r absorbed in  the  
d e p re c ia tio n  budget)

Energy Consum ption  
Plan

Energy expense budget 
Budget o f g en era l 
e x p e n d itu re  expenses  
(such as re n ta ls , ta xe s , 
insurance)

■♦ Energy cost budget 
♦  G e n e ra l overhead budgets

F in a n c in g  and C r e d it  ^ ♦ C a p i t a l  p rocurem ent budgets  
p lan  A c t iv e  and passive

\  c re d it  budgets
P a y -b a c k  (a m o rtiz a tio n )  
budgets

Tog ether w ith  o ther overheads  
(such as d e p re c ia tio n ,  
m a in te n a n c e , e t c . )
Breakdown by  Cost C e n te r  
Budgets

I
F IN A N C IA L  P L A N

B U D G ETE D  IN C O M E  
STA TE M E N T
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3. PRODUCTION PLANNING & CONTROL

MATERIALS MANAGEMENT
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3. Production Planning and Control 

Materials Management

The following scheme including diagrammes and flow sheets 
gives a general outline and concept of an integrated production 
planning and control/materials management system. For practical 
and individual application details have to elaborated and im
plemented for

classified numeric system 

machinery documentations 

products documentations 

parts lists
manufacturing/cost-center definitions

planning systems for inputs, manufacturing facilities, 
manpower
spare parts planning/manufacturing/procurement 

inventory control system 

quality control system

As Job-Order Manufacture, as it is performed e.g. by Kaliti Steel 
requires some special features a specific outline and flow sheet 
is provided for job-order-production of steel structures and 
plate work, as typical examples.



OPERATION M A N U A L  PPC/MM

IN T R O D U C T IO N  
F U N C T IO N A L  R E L A T IO N S H IP S

1 F u n c tio n a l Relationships

Annua 1

Q u a rte r ly
k M o n th ly

Programmes

r
 P r o d u c t io n ^  

Q u a li ty  J 
C o n tro l y

Production P lan n in g  and C o n tro l and M a te r ia ls  M an ag em en t  

(P P C /M M ) f u l f i l l  th e  in te rm ed ia ry  functio n  be tw een  Sales and  

its m a rk e tin g  desires on the  one hand and Production as w e ll as 

Q u a li ty  C o n tro l and th e ir  c a p a c ity  p o ten tia ls  w ith  regard  to  m an

p o w e r, m ach in ery  and equipm ent on the o th e r. P P C /M M  con vert 

th e  m a rk e tin g  desires o f Saies w h ic h  are  presented in th e  form  

o f a n n u a l, q u a rte r ly  and m onth ly  program mes, in to  w e e k ly  pro

grammes and orders w h ich  can be read  by Production and Q u a li ty  

C o n tro l, as shown in the  graph on th e  le ft-h a n d  s id e . In a d d i

tio n  to  p la n n in g  and c o n tro llin g  c a p a c ity , i . e . ,  b a la n c in g  in

d u e  tim e  and b y  a p p ro p ria te  measures T arg et (sp ec ified  by the
Board o f D irectors)

a v a ila b le  c a p a c ity  and p o te n tia l 

c a p a c ity  req u irem en ts , P P C /M M  

h ave  to p ro v id e  the req u ired  

q u a n tity  and q u a lity  o f m a te ria l 

a t  the req u ired  tim e  and p la c e .

These fu n c tio n a l re la tio n sh ip »  

a re  best e x p la in e d  by a feed b ack  

system as shown in  the graph on 

th e  r ig h t-h a n d  s id e . The pxo- 

d u c tio n  process is based on 

ta rg e ts  set by  P P C /M M  in the  

form of w e e k ly  program m es, 

shop orders and m a te r ia l

re s e rv a tio n . The results o f production  a re  c u rre n tly  c o n tro lle d  

b y  fo l lo w -u p  o f m an u fac tu rin g  orders and p lanned tim es (tim e  

k e e p in g ) in order to take  a c tio n  in due course w hen d e v ia tio n s  

from  production  targets  e m e rg e , by  such short-term  measures as 

p ro v id in g  a d d it io n a l m a te r ia l , rearrangem ents , tem porary

Standard

Targe

A c tu 
a l

P P C /M M

Production
Q u a li ty
C o n tro l

S ta n d 
a rd  .
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IN T R O D U C T IO N  
F U N C T IO N A L  R E L A T IO N S H IP S

OPERATION M ANUAL PPC/MM

c o p a c ity  ad ju s tm en t, increase or decrease in  num ber o f units o f subsequent 

w ork orders, e t c .  or b y  such m edium  or lo n g -te rm  con tro l measures as 

in crea s e /d e crea s e  o f p lann ed  a llo w an ces  for w aste and re w o rk , in it ia t in g  

th e  expansion or shutdown o f c a p a c ity , m oving  up or postponing parts o f  

the q u a rte r ly  programme and the  lik e  in cases of em erg ing  essentia l d e 

v ia tio n s  w h ich  cann ot be a vo id ed  by short-term  a c tio n s . The la tte r  w i l l  

resu lt in an y  case in a  fe ed b ac k  to  Sales, for in s tan ce , in the form o f  a  

programme re v ie w  w h ic h  in turn m ay result in co nsiderab le  changes in 

targets  s p e c ifie d  by S a les. For e x a m p le , the in it ia l  period  o f new  types  

m ay be shortened and fu l l  production  m ay be started e a r lie r  than o r ig in a lly  

p la n n e d .

Such targets w h ic h  are  s p e c ifie d  by  Sales to  P P C /M M  a re  a lw ays  checked  

by Production P lan n in g  as to  c a p a c ity  and d a tes . This means th a t in th e  

p lan n in g  stage th e  low er p a rt o f the contro l loop operates o n ly  h y p o th e tic a lly :  

i t  is assumed th a t c a p a c itie s  as loaded w i l l  y ie ld  the same results as in  the  

past, and m a te r ia l d e liv e r ie s  a re  planned a c c o rd in g ly ; in d e te rm in in g  m a te r ia l 

requ irem ents a c e rta in  p ercen tag e  is assumed fo r w a s te , c u ttin g s , s h rin k a g e , 

e t c .  The production  process is started and c o n tro lle d  by  Production  C o n tro l 

o n ly  w hen plans have reach ed  an ad eq u a te  le v e l o f r e a l i t y .

The fu n c tio n a l re la tio n sh ip s  be tw een  P P C /M M  and o ther departm ents ond  

units o f the C o rp o ra tio n  a re  illu s tra ted  in the f lo w  sheet on the fo llo w in g  

A p p e n d ix  1 . 2 - 1 ,  F lo w  o f M a te r ia l and In fo rm a tio n .

J
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FLO W  O r MATERIAL A N D  IN F O R M A T IO N



OPERATION MANUAL PPC MM

I N T R O D U C T I O N  
FU N CT IO NAL RELATIONSHIPS

Functional Relationship»

Relationship» between Managing, Planning, D e s ir in g  and Controlling as wall as Executing

Managantant is ta b» understood as the executive» as a whole end the entirety of management 

talks of a company.

These monogeriel tasks arise an all levels of o company. It is to be differentiated 

between:

1) top mono gen tent level

2) middle mono gantent level -  Deportment Manager, Section Mmtager

3) lower monogement level *  Clerks, Foremen



OPERATION MANUAL PPC MM

FLOW PROCESS
SYSTEM OF INTEGRATED PROCESS P L A N N IN G  A N D  CONTRO L

* Totki
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IN T R O D U C T IO N  
F U N C T IO N A L  R E L A T IO N S H IP S

J o b - O r d e r  M o n u f o c t u r e

J o b -o rd e r  m anu facture  s ig n ifies  th e  m a k in g  o f products or parts in  a  lo t s iz e  

o f one; th e y  a re  m anu fac tured  o n ly  o n ce  or a t  g -e a te r , ir re g u la r  and n o t p r e -  

d e te rm in a b le  in te rv a ls . J o b -o rd e r  m an u fac tu re  is a  resu lt o f p roduction  re la te d  

to  custom ers' orders . L o n g -ran g e  sales p la n n in g  and d e v e lo p in g  a  fa r - re a c h in g  

m a n u fa c tu rin g  programme a re  n o t p o ss ib le . The m an u fac tu rin g  progra mme com 

prises o n ly  th e  necessary services to  f i l l  th e  orders re c e iv e d . The f lo w  process 

is c h a ra c te r iz e d  by a  h igh  d e g -e e  o f  c o n tro l a c t iv it ie s  ( fo l lo w -u p , e xp e d ite rs )  

w h ic h  can n o t be  p lann ed in a d va n c e  because o f th e  co n stan tly  c h an g in g  tasks. 

The s itu a tio n  is b e tte r  in  re p e t it iv e  jo b -o rd e r  p roduction  w h e re  records an d  d a ta  

a re  a v a ila b le  (ch eck  w h e th e r th e y  a re  u p - t o - d a t e ! ) .

C h a ra c te r is tic  Features o f  J o b -O rd e r  M a n u fa c tu re

-  Long m ac h in in g  tim e : fre q u e n t c h a n g e -o v e rs  res u lt in  in s u ffic ie n t a tte n tio n  
g iven  *-r> optim um  m ac h in in g  cond itions;

-  H igh  ^ p o r t io n  o f setup tim e : co n d itio n s  chan ge a fte r  e ac h  part;

-  H igh  proportion  o f d e la y  (c o rre c tiv e ) a llo w a n c e : in terrup tions caused by  
studying  co n stan tly  ch an g in g  job instructions;

-  Low c a p a c ity  u t i l iz a t io n  because o f m any se ttin g  periods and d e la y  a llo w a n c e !

-  L im ited  con tro l p o ss ib ilities : g iven  m m achines and n orders—♦ ( n ! ) m 
co m b in a tio n  p o ss ib ilities  o f the sequence o f  orders b e in g  c o m p le te ly  
in d ep en d en t o f each  o ther;

-  H igh  p o rtio n  o f id le  t im e , up  to  9 0 %  o f m ac h in in g  tim e;

-  Effects of scrap: spo iled  w ork  can n o t b e  com pensated b y  a llo w a n c e s  w h ic h  
h ave  been determ in ed  on a s ta tis tic a l basis because in d iv id u a l p ieces  a re  
m an u factu red ; resu lt: d e la y s ;

-  Expensive q u a lity  c o n tro l because s ta t is t ic a l q u a lity  c o n tro l can n o t b e  
p ra c tis e d .
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4. Maintenance and Repair

The maintenance system below has been worked out and co
ordinated with product-specific conditions as a solution to 
prevailing maintenance problems, such as the following :

Reduction

o of production equipment downtime 
o of maintenance expenditure 
o of consequent damage 
o of set-up and idling times

Measures towards

o improving the technical condition of 
production equipment

Practically all NMWC-Plants need improved maintenance and repair 
urgently.

The system as described below has to be adapted to the specific 
requirements of each individual plant.

As recommended in the main report this should be effected during 
a period of appr. 12 months with the assistance of an expatriate 
expert.



NMWC MAINTENANCE AND REPAIR

1.1 Duties and Breakdown of Duties

(1) Basic Duties of MAINTENANCE AND REPAIR

The following are the essential duties arising 
in MAINTENANCE AND REPAIR:

(2) Delineation of Duties between MAINTENANCE AND 
REPAIR and the production sections

The delineation of duties between MAINTENANCE 
AND REPAIR and the production sections as far 
as maintenance is concerned is laid down as 
follows :



NMWC MAINTENANCE AND REPAIR

MAINTENANCE AND REPAIR PRODUCTION SECTIONS
- Elimination of disturbances (mechanical and electrical)
- Mounting and dismantling of spare parts and sets (mechanical and electrical)

Servicing machines and plant (lubrication , cleaning)
Cost estimation for service operations- Inspections

- Servicing machines and plant (Lubrication and cleaning)
- On-the-spot repairs
- Dismantling sets, machines and plant to be repaired
- Basic overhaul and large-scale repair of machines and plant (mechanical and electrical)
- Mounting sets, machines and plant which has been repaired
- Preventive maintenance of sets, plant and machines (mechanical 
and electrical)

- Testing and starting up of mounted sets, machines and plant
- Compilation of order documents for internal order handling
- Requisition of spares, sets, machines 
and plant

- Cost estimation for maintenance operations
- Research on and determination of trouble-spots related to specific 
objects

- Compilation of catalog .of operations for lubrication and preventive main
tenance

- Technical advisory service for production on all questions of main-. 
tenance

- Expert assessment of quotations for maintenance by other companies, in conjunction with MATERIAL MANAGEMENT
- Decision of allocating maintenance orders to other companies, in conjunction with MATERIAL MANAGEMENT
- Acceptance of machines and plants repaired or delivered by other companies, in conjunction with QUALITY CONTROL



NMWC

1.2

MAINTENANCE AND REPAIR

Description of the System
The aim of the following maintenance system illustrated 
belov is to
- guarantee higher operational safety, that is, a

higher degree of utilization for machines and plafit

to m in i m i ze  expenditure,in attaining this opera* 
tional safety, for work and materials.

The following illustration also shows the functional 
relationship between MAINTENANCE AND REPAIR and the 
other sections of the company.



A» In the case of all other sections In the company, 
the operations in MAINTENANCE AND REPAIR are also 
subject to cost planning and control. Information 
on economy In maintenance but also such Information 
as Is required for forwarding financial and Investment 
planning Is acquired. Cost estimates are related to 
indlvlJu.il objects.

MAINTENANCE AND REPAIR serves to 
maintain production capacity. Failure 
to undertake maintenance operations 
reduces production capacity Just as 
much as carrying out maintenance 
operations at Inopportune times.

«a*.

NMWC 
MAINTENANCE AND REPAIR
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(1) Definition of Maintenance Measures and Investments

A differentiation must be made in maintenance 
order handling between

- orders which can be planned and
- orders which cannot be planned or are not 

worth planning.

Orders for new and extension construction (investments) 
are in principle always capable of planning.

Maintenance measures which cannot be planned are

- maintenance operations based on breakdowns, which 
must be carried out immediately.

These cannot be planned as a whole or as regards 
the time of occurrence.

Apart from new and extension construction orders, 
other maintenance operations which can be planned are:

- servicing
- inspection
- maintenance 

o repairs
o preventive maintenance.



»
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(2) Servicing

Servicing covers measures aimed at preserving 
the target condition.

The term "servicing" is connected with damage 
prevention. Service operations are planned 
measures vhich counteract the vear-and-tear 
process in plant vhich is still serviceable, 
and are thus measures vhich hinder vear-and-tear.

They cover lubrication according to lubrication 
instructions and regular cleaning of plant, since 
insufficient elimination of alien material leads 
to premature vear-and-tear, plant dovntime and 
reduction of service life.

(3) Inspection

Inspections are measures aimed at establishing 
and assessing the actual condition.

The term "inspection" covers all measures vhich 
serve this purpose and vhich serve to initiate 
maintenance operations in good time, as far as 
no preventive maintenance is planned.

Basically this covers examination according to 
given technical data of all machines and plant.

(4) Maintenance
Maintenance operations are measures aimed at 
re-attaining the target condition. Here a diff
erentiation must be made betveen repairs and 
preventive maintenance.

\
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Repairs

The term "repair" must be understood to cover 
all planned measures towards eliminating 
damage which are undertaken in order to 
put a plant, machine, set, assembly or single 
part into operation again.

Preventive Maintenance

The term ’’preventive maintenan* e" covers all 
measures taken to keep plant and machines 
operational; these are planned so that they 
are effective before an unforeseeable break
down or downtime, resulting from damage, occurs

Preventive maintenance is based on the prin
ciple of well-timed and planned exchange 
of elements which, due to load, are subject 
to vear-and-tear in the due course of time 
(utility and operational time).

To hinder unexpected and inopportune downtime 
in plant and machines, recognition and elim
ination of damage in good time must be 
guaranteed.

This can be brought about by

o periodic, planned times (operational
hours) for exchange of all highly loaded 
elements or assemblies, to be undertaken 
during planned or unplanned downtime.
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o regular and pre-planned inspections
of equipment and machines in order to 
investigate damage in time.

(5) Other Maintenance Measures and Investments
- New constructions and investments

MAINTENANCE AND REPAIR also carries out 
new constructions and investments. Orders 
for these are places by the relevant de
partments when capacity is available and 

' must be planned by MAINTENANCE AND REPAIR.



MAINTENANCE AND REPAIR

1.3 Overall Schedule

(0) Introduction

The overall MAINTENANCE AND REPAIR schedule is 
broken down into the following sections:

Maintenance Planning 
Planned Maintenance 
Unplanned Maintenance

“ Order Accounting
- Trouble-Point Research and Determination

of Maintenance Strategies 
(Chapter 13, Annex 1)

(1) Maintenance Planning

MAINTENANCE AND REPAIR works out annual programmes 
for inspections, servicing and preventive main
tenance of machines, equipment, furnishings and 
buildings.

These individual programmes are combined and 
summarized in monthly maintenance programmes 
which take account of necessary investment mea
sures to be worked out by MAINTENANCE AND REPAIR.

Maintenance materials requirements are also est
ablished in the course of maintenance programme 
planning.

(2) Planned Maintenance

The activities given in the maintenance programme
are transferred into individual measures, to be 
handled as single orders.

The planned measures are carried out by MAINTEN
ANCE AND REPAIR after MATERIAL MANAGEMENT has 
supplied the necessary materials. The operational 
times Involved must be noted and passed on to 
Staff Management.



(3) Unplanned Maintenance

Breakdowns occurring in machines, equipment and in
stallations in the production sections as well 
as in the other departments must be reported
by the stai :o MAINTENANCE AND REPAIR.

MAINTENANCE AND REPAIR undertakes an analysis 
of the damage. The results of the analysis 
are entered in the order documents and serve 
both as job instruction and towards order 
planning.

The subsequent order handling Is.the same as in 
the case of planned maintenance.

(4) Order Accounting 

The
- MAINTENANCE AND REPAIR production costs
- materials costs

outside services

incurred are settled monthly order by order as 
related to the individual objects.

(5) Troublepoint Research and Establishment of 
Maintenance Strategies

Cases of damage are summarized according to ob
jects, based on the order Accounting and breakdown 
reports data media. This leads to determination 
of trouble-Pointsas related to individual objects. 
Maintenance strategies for
- inspection 

servicing
, - preventive maintenance

are related to individual objects and are to be 
found in
- inspection programme planning
- servicing programme planning
- preventive maintenance programme planning.

J



2 Maintenance Planning 

2.0 Introduction
Maintenance Planning covers the following duties:

annual programme planning of inspections, 
servicing and preventive maintenance 
monthly maintenance programme planning 
determination of maintenance materials requirements.

The aim of MAINTENANCE AND REPAIE is to guarantee 
implementation of the planned

inspections
servicing

- preventive maintenance 
as veil as of unplanned
- breakdowns
- repairs

and to utilize capacity optimal. The possibility 
of placing orders outside is also to be taken into 
account.

Inspection, servicing and preventive maintenance 
programme planning is broken down into two sections 
with regard to time. These are annual planning, 
carried out at the end of each year for the foll
owing year, and monthly planning, carried out at 
the end of each month for one month.

2.1 Annual Programme Planning

Separate maintenance programmes are drawn up for 
the maintenance measures

- inspection
- servicing
- preventive maintenance.
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The annual maintenance programme covers all machines,
equipment and installations according to sections.
The relevant maintenance programme is compiled in 
detail vith the aid of the following steps:

Adaptation of servicing and inspections plans 
supplied by manufacturers for each object (see 
Chapter 2.1, Annex 1)
Adaptation of preventive maintenance measures 
related to individual objects

- Calculation of probable capacity according to type 
and extent, taking the volume of breakdowns and 
unplanned repairs into account

- Allocation of maintenance measures to the capacity 
units
Balancing out capacity

- Documentation of the annual maintenance programme

The results of these individual steps are laid down 
in the relevant annual programme for

- inspections
- servicing
- preventive maintenance.

The form shown in Chapter 2.1, Annex 2 is used 
for this purpose.

The maintenance code numbers for each objects are 
entered in the relevant monthly column.
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SEDUCING AND INSPECTION PLAN
Equipment

Manufacturer
Tvoe

Manufacture Year

Cat>acitv

Inventory No.

Serial Nc.
Location

Cott Centre

Servicing and 
Inspection Pian No.

No. :

No. Ooe: Operations to be performed Frequency
Co-orc.
character.
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ANNUAL PROGRAMME

ANNUAL PROGRAMME FO R... 
PROGRAMME No. :
SECTION

Months

Object

Designation Nc. Jan. Feb. Mai. Apt. May June July Aug. Sept. Oct. Nov. Dec.

À



2.2 Monthly Maintenance Programme Planning

The monthly maintenance programme is drawn up at 
the end of each month for the following month acc
ording to sections. In the course of this process, 
the plan months in the relevant annual maintenance 
programme are integrated into a monthly programme, 
taking inspection results into consideration. The 
procedure involved in compiling the monthly main
tenance programme can be broken down into the foll
owing steps:

- Summary of the actual situation in MAINTENANCE 
AND REPAIR

- Adaptation of the operations contained in the 
annual maintenance programme for the relevant 
month

- Calculation of probable capacity for the monthly 
planning period, taking into account the portion 
of capacity required for eliminating breakdowns 
and carrying out unplanned repairs

- Allocation of maintenance measures to the 
capacity units

- Balacing out capacity
- Documentation of the monthly maintenance programme.

The results of the individual steps are laid down 
in the monthly maintenance programme.

The form shown in Chapter 2.2, Annex 1 is used 
for this purpose.

The maintenance code number for each object is 
entered in the relevant monthly column.
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2.3 Calculation of Maintenance Materials Requirements

Materials requirements depend on the monthly main
tenance programme, and can be calculated by summ
arizing the materials listed for the measures planned.

Oder

To cover materials for unplanned repairs and for 
elimination of machine and plant breakdowns, which 
are not included in the monthly maintenance programme, 
MAINTENANCE ANE REPAIR in conjunction with MATERIAL 
MANAGEMENT lay down minimum and maximum stocks for 
materials required in the production sections.

The planning of these materials is undertaken by 
MATERIAL MANAGEMENT on the basis of consumption.

--
--
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As a prerequisite for proper maintenance a complete and 
detailed inventory of all machinery and equipment is 
needed. The "Record Card" attached may be used, i.e. 
filled in for each machine.

This work can be done by the technical staff of the plants 
under guidance and assistance of one of NMWC's advisory 
team.
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5. DEPARTMENTAL COST ACCOUNTING

AND CONTROLLING
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OPERATION MANUAL 
MANAGEMENT ORGANISATION

D E P A R TM E N T A L C O S T  A C C O U N T IN G

D ep artm en ta l Cost A cco u n tin g

The c en tra l po in t is d ep artm en ta l cost acco u n tin g  w h ic h  is e ffe c te d  

on various cost cen ter sheets (Form 5 2 2 - 1 ) .  It serves b u d g e tin g , 

absorbing and con tro l o f types of cost a t cost c en te rs . (A lte rn a te ly  

a cost d is trib u tio n  sheet could  also be used for this purpose, but 

such sheets a re  u n w ie ld y  and th ere fo re  n o t reco m m en d ed .)

D ep artm en ta l cost a cc o u n tin g  in vo lves  in d ire c t costs w h ic h  are  com

posed o f m a te r ia l ,  s ta ff , a d m in is tra tiv e , m arketin g  and im puted costs 

as prim ary cost and o f apportionm ents as secondary co st. They  a re  

bud geted  and absorbed per cost cen ter w h ile  d ire c t costs such as 

d ire c t  m a te ria l and supplem entary  cost ore  a ttr ib u te d  d ire c t ly  to  the  

order or th e  cost in cu rrin g  product and a re  not recorded  under cost 

c e n te rs .

Form 5 2 2 -1  is the cost cen te r sheet w h ich  has to  be prepared fo r  

e v e ry  cost c e n te r . A l l  o f these cost cen ter sheets to g eth er form the  

s o -c a lle d  cost d is trib u tio n  sheet (M aster Summary Sheet); th e  d a ta  

ere useful for p lan n in g  (en tries  under "P lan n ed 1̂  as w e ll as fo r r e 

g istratio n  o f a c tu a l costs and f in a l ly  to record d e v ia t io n s . The  

prim ary  costs a p p ly  to  a l l  cost c en te rs . A fte r  th e ir  summ ation the  

g en era l cost centers can be d issolved by  means o f a p p o rtio n in g  and  

be d is trib u ted  to the other cost centers; this is done on the lines  

prov id ed  fo r this purpose- T o ta l costs and te c h n ic a l d a ta  a re  to  be  

e n tered  and re la te d  cost ranges to  be com puted in the  low er part 

o f the cost cen ter sh ee t.

KU JO
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O P E R A T IO N  M A N U A L  I
M  A N A G E M E N T OR G A N ! 5 A TIO N__________

D E P A R TM E N T A L C O S T  A C C O U N T IN G

Types of cost a re  recorded on cost c en te r sheets as fo llo w s:

-  Costs of in d ire c t n r / .e r ia l  consumption a re  recorded  by  re q u i

s itio n  slips and a ttr ib u te d  d ire c t ly  to the cost c e n te r . Forms 

5 2 2 - 2  (G e n e ra l C ost D is trib u tio n  Sheet) and 5 2 2 -3  (Cost 

D is trib u tio n  Sheet fo r E le c tr ic  Pow er) serve to  fa c i l i t a te  the  

transfer o f ty p e s  o f costs to  cost cen te r sheets.

-  S ta ff expenses o f th e  various groups o f cost types are  broken  

dow n by cost centers in  th e  p a y ro ll o f f ic e  and furnished to  

cost a c c o u n tin g  each  m o n th .

-  The am ount o f a d m in is tra t iv e  and m arke tin g  costs is shown in  

th e  accounts o f f in a n c ia l a c c o u n tin g  (g iv in g  also the cost 

c en te r num ber co n cern ed ); th ey  are  a ttr ib u te d  by the d is tr i

b u tio n  lists (Form 5 2 2 - 2 ) .

-  Im puted costs c o n ta in  im puted d e p re c ia tio n  and in te re s t.

Im puted d e p re c ia tio n  is taken  from  the property  ledger and  

entered  on a  d is tr ib u tio n  sheet (p ro p erty  ledger =  f i le  o f 

assets). Im puted in teres t is d is trib u te d  on the basis o f  

in te res t in cu rrin g  c a p ita l per cost cen ter (by d is trib u tio n  

sh ee t, see Form 5 2 2 - 4 ) .

C o lle c tio n  o f costs a t cost centers and th e ir  comparison w ith  budgeted  

costs a re  m on th ly  o p e ra tio n s .

In case o f d e v ia tio n s  e x c e e d in g  1 0%  b e tw e en  a c tu a l costs arid planned  

costs th e  causes are  to  be  a n a ly z e d  and comments are  to  be g iven  

tc  cost cen te r and a rea  heads not la te r  than on th e  15th  of the 

fo llo w in g  month in order to d e c id e  on actio ns to  be to k e n .

XU JO



O PERA T IO N  M A N U A L  
M A N A G cM E N ' O R G A N IS A T IO N

Form 522-1

Snoot I of 1

COST  CENTER SHEET Effective Doto

Co»’ Center N u m oc ': ___ Period:

Type» or Cos? Planned Actual Deviation

Im e

Sum motion

Line No. Desiccation Cumulated Monthly Cumulated Monthly Cumulated Monthly

i 4 0 ' 42 Material consumption one tne like

2 4301 Direct labour one ossembiy wages

3 4302 Indirect iaoour end assembly wages

_______ 4303 So lariat

5 4304e Other wages and so Iv ie s

6 2-5 43 Wages and salaries

7 A4 Social c a t

6 6 - 7 4 3 '4 4 Staff expanses

9 451/5 Maintenance of capital assets

10 45û Desijjn and development c a t

11 459 Miscellaneous services

12 9-11 45 Maintenance, various other services

i3  ! 460/2 Taxes, foes and rotas

14 463/5
Legal, auditing and consulting costs, 
dues

15 466 insurance premiums

16 13-15 46
Taxes fees, dues, insurance premiums
and me line

17 471 Rentals, leases

18 472 '5 Traffic and office expenses

19 4 7 6 '9 Advertising and sundry costs

20 17-19 47
Rentals,traffic,motor pool,advertising, 
office expenses and the like

21 4E imputed costs

22 2 Ò Ì 2 ' 16' 40-48 Totoi 1

23 40-42 Stare orders -  material consumption

24 Stcre orders -  direct labour

25 23 -  24 Store orders

26 22 -  25 Total II

27 Aoportionrnent .......................

28 Apportionment

29 Apportionment .......................

30 Apportionment .......................

31 Apportionment ........................

32 Totol a p p o r t io n m e n ts ,  l in e s  27-31

33 Sum of totol cost, lines 26 *  32

34
b a te , c .g direct labour, manufacturing c u t i,

35 Rot# of mork-up - actual, line 33 : 34

36 Rot# of morir-up - planned

37 Plonned cotto

36 Exea» c o w

39 Undercover
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O PERA T IO N  M A N U A L  r o ™  522-2
M A N A G E M E N T  O R G A N IS A T IO N _________________________

Snaat 1 of 1

D ISTR IBU T IO N  SHEET
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O P E R A T IO N  M A N U A L  
M A N A G E M E N T  O R G A N IS A T IO N

Form 5 2 2 -3
Sheet ì or 1C O S T  D IS T R IB U T IO N  SHEET 

POR ELECTRIC POW ER ¡rfrectiveDote

S h o p :  P e r i o d :

Cost C e n te r N o .

Prim e
Power

k W

Load
in
%

O p e ra tin g
Hours

kW h
Consum p

tio n
Absorbed
R a te /k W h C o s t s

T o t a l

KU 20



D E R A T IO N  M A N U A L form 522-4

Sheet 1 of 1
O PE R A T IO N A L  INTEREST 

Imputed inrerer in DeportmentsAPIOrptior 0; ! Cos* Accounting effective

Br t o k d o w n *P .

A B SO R P T IO N  O '  IMPUTED INTEREST IN  DE BARTM ENTAL C O ST  A C C O U N T IN G

Item Record
Cost Center to be 
Charged or Credited

1. imputed residuo! velue* of working 
capitai aneti

F ile  of a m ts According to distribution 
of capitol assets by cost 
centers

2. C ircu lating coaita! 
o ; average tietìnjp

• coiti funds

required, consisting 
inventories of

accord ing to 
boionce sheets

Finances and Control 
to* “trustee" of these 
assets)

-  securities of circulating capitol according to 
balance sheets

same

-  accounts receivable -  trod# accord ing to 
balance sheets

Marketing /  Solas

-  accounts receivable -  sundry according to 
boionce sheets

Morketing / Solas or 
Finances and Control

• row materials ond supplies according to 
balance sheets

Materials Management

-  semi-finimed and finished products 

inventory

according to 
boionce sheets

PPC

finished products = Soles

3. Outside copi tal free of interest 
ideductible capital)

-  accounts payable -  trade according to 
boionce sheets

Materials Management

-  accounts poyab e -  sundry according to 
balance sheets

Finances ond Control

-  short-term liabilities occarding to 
bo lance sheets

Finances ond Control

T o t a l  I m p u t e d  I n t e r e s t



OPERATION MANUAL 
MANAGEMENT ORGANISATION 

C O N T R O L L IN G  
C O N C E P T

C o n cep t

The cost o c co u n tin g  and b u d g etin g  system w h ic h  is sp ec ified  fo r the C o rp o ra 

tio n  w i l l  in te g ra te  in an o v e ra ll a c c o u n tin g  system the product groups o f th e  

new  units Bisma and Turongga (D ies e l en g in es , c e n tr ifu g a l pumps and p atjo ls  

in c lu d in g  spare parts) w ith  those of the old u n it Indra (steel structures and  

m achin e  b u ild in g ) . The firs t th ree  product cyoups are  m anu factured  in  series 

production  w h ile  steel structures and m achine  b u ild in g  in v o lv e  m a in ly  job  

order p ro d u c tio n .

The cost acco u n tin g  system shall p ro v id e  the fo llo w in g :

-  d ep artm en ta l cost a c c o u n tin g  by means o f budgeted cost standards 

per cost cen ter and cost c o n tro l per cost cen ter (comparison betw een  

standard and a c tu a l)  (m o n th ly );

-  cost estim ates and h is to ric a l costing  of d ire c t costs per order showing  

co n trib u tio n  m argin and d e v ia tio n s  (m o nth ly );

-  c a lc u la b il i ty  o f o i l  products by  means of m achine hour rates or 

production hour rates (on the occasion o f essential changes in th e  

cost structure);

v a lu a tio n  o f s em i-fin ish ed  and fin ished products (m o nth ly );

-  incom e statem ent per c o s t-in c u rr in g  product group as com bined  

fu l ly  a llo c a te d  costing and d ire c t costing (q u a rte r ly ).

The cost a cc o u n tin g  system is based on th e  figures o f f in a n c ia l a c c o u n tin g . 

Cost centers a re  num bered s ep ara te ly  and are  not in te g ra te d  in to  th e  gen era l 

ch art o f acco u n ts .

0
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OPERATION MANUAL 
MANAGEMENT ORGANISATION 

C O N T R O L L IN G  
C O S T  F IN D IN G

C o st F in d in g

For precosting  and h is to ric a l costing o f orders i t  is s u ffic ie n t on 

p r in c ip le  to  lim it  this o p eratio n  to  d ire c t  costing w h ere  p red eterm in ed  

and h is to ric a l d ire c t costs ( in d iv id u a l cost and supplem entary  cost) 

are  com pared in order to  d e te c t d e v ia tio n s  and to  ta k e  proper a c t io n .  

The d iffe re n c e  to  order proceeds shows th e  c o n trib u tio n  margins w h ic h  

h ave  been  o b ta in e d .

The g en era l lines o f th e  to ta l cost structure  a re  shown in Form 5 2 3 - 1 .  

This form shows a lre a d y  some tra its  o f th e  cost f in d in g  scheme because  

u n it costing can o n ly  reprodu ce a  section  of the to ta l cost s tru c tu re . 

The in d ire c t cost ranges to  be d e term in ed  in Form 5 2 3 -1  on th e  basis 

o f the to ta l cost structure a re  m arked s e p a ra te ly  in  th e  last colum n  

o f this fo rm . S ince the product structure w i l l  d if fe r  w id e ly , each  

p roduct fa m ily  w i l l  have its own to ta l cost s tru c tu re .

In our op in ion  absorption costing of in d iv id u a l products fo r purposes 

of v a lu a tin g  s em i-fin ish ed  and fin ish ed products and d e te rm in in g  prim e  

cost as a measure o f sales prices needs to be done o n ly  e v e ry  six  

months or on the  occasion of essential changes in th e  cost s tru c tu re . 

For this purpose rates o f m a rk -u p  a re  d e term in ed  in d ep a rtm en ta l 

cost a c c o u n tin g  and m ach in e  and m an u fac tu rin g  hour rates a re  d e 

v e lo p e d .

The results o f cost f in d in g  are  m an u fac tu rin g  costs as d ire c t costs, 

subdivided by  m a te ria l and p ro d u c tio n ,a n d  com puted prices; th ey  can  

be co m p iled  and kep t up to d a te  in the  list o f soles and standard  

prices
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In th e  b e g in n in g  i t  w i l l  be s u ff ic ie n t to  go through the programme 

o f en g in e  types and pump models as w e ll  as p a tjo ls  and to  d e ve lo p  

o list o f standard prices a t prim e co st.

In h is to ric a l costing a l l  m a te ria l w ith d ra w a ls  from stocks are  sub

s tan tia te d  and e v a lu a te d  by m a te ria l req u is itio n  s lip s . These slips 

a re  c o lle c te d  by  orders. The e n tire  m a te ria l consumption of an order 

is d e term in ed  upon re c e ip t o f  a  co m p le tio n  rep o rt or p e r io d ic a lly  in  

cases o f large orders.

A l i  o ther d ire c t costs (supplem entary  costs) a re  also c o lle c te d  per 

order and recorded on the costing fo rm . The labour cost incurred  

should o n ly  be prorated to an order w hen th ey  acc o u n t for a  m ajor 

p a rt of to ta l d ire c t  costs. In this case the  w ag e  slips per cost center 

w o u ld  have  to  be rearranged acc o rd in g  to  o rders .

Form 5 2 3 -2 . is a lis t o f m a te ria l consumption on the basis o f va lu ed  

req u is itio n  slips fo r d ire c t  m a te r ia l;  i t  is useful to prep are  this lis t 

once a m o n th . It  spec ifies  groups o f m a te ria l w h ich  correspond to  

c o lle c t iv e  accounts in b o o k k e e p in g . In ven to ry  d iffe re n c e s  in  each  

o f these groups can be determ in ed  w hen th e  in ven to ry  is taken on 

th e  basis o f these groups o f m a te r ia l .  Errors a re  thus e as ily  d e tec ted  

and proper a c tio n  can be ta k e n . M o re o v e r, d iffe ren ces  m ay occur 

b e tw e en  a c tu a l consumption as d e term in ed  by the above m ethod , 

perhaps adjusted by in v e n to ry -ta k in g , and th e  c a lc u la te d  consumption  

a c c o rd in g  to  cost f in d in g  and th e  subsequent v a lu a tio n  o f sold products.

D
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SCHEME O F T O T A L  C O S T  STRUCTURE E trec tive
r>c*e

S h o p : P e r i  o d :

Line Types of Cost V a r ia b le F ixed Total %

1 D ire c t m a te ria l _ «

2 Com ponents - -
3 A tta c h in g  parts - -

4 M a te r ia l  costs 1 -

5 M a te r ia l  overhead of lin e  4

6 M a te r ia l costs II -

7 D ire c t labour « -

8 Assem bly wages - -
9 W age prop o rtio n ate  costs -

10 O th e r  in d ire c t product costs - -
11 O th e r  production costs

'

12 Sum of production  costs -

13 Sum of m an u fac tu rin g  costs -

14 Design overhead of lin e  13 1

15 A d m in is tra tiv e  overhead of lin e  13 - 1

16 Sales overhead  o f lin e  13 -

17 P ackag in g - -

18 F re ig h t outw ard — •
19 License - -
2 0 Commission - -
21 Discounts - -
22 Rebates

23 ^jum ^  supplem entary costs of — ________

24 Prim e cost -

C o m pu tation  o f overh ead  rates  
w h ich  are  a p p lic a b le  to  cost f in d in g

o
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M O N T H L Y  M A T E R IA L  C O N S U M P T IO N  AS PER
VAM.JED REQ U ISIT IO N  S I I PS

Form 523-2

S h o p : M o n t h :

N o . M a te r ia l  G ro u p Consum ption V a lu e A ccount

2

3

4

Consum ption o f raw  m ate ria ls  and  
blanks

Com ponents

Assem blies

Purchased parts /  s tan d ard ized  
parts

T o t a l
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Rem uneration Systems

6 . 0  T ab le  o f C ontents

6 .1  W ag e  System

6 .1 .1  W o rk in g  Hours

6 . 1 . 1 . 1  Regular W orking  Hours
6 . 1 . 1 ,2 0 v e r t im e ,  N ig h t  W o rk , Sunday W o rk , H o lid a y  W ork  
6 . 1 . 1 . 3 A llo w an ces  fo r O v e rt im e , N ig h t W o rk , Rotating  

S h ift W o rk , Sunday W o rk , H o lid a y  W ork
6 . 1 . 2  Rem uneration

6 . 1 .2 . lQ e n e r a l  Provisions 
6 . 1 .2 .2 C lo s s ific a t io n  Princip les  
6 ,1 .2 .3 W a g e  C las s ific a tio n  
6 .1 .2 .4 W a g e  Code and A g e Requirem ents
6 .1  .2 .5 R a y m e n t o f W ages for D ay W ork
6 . 1 .2 .6 P a y m e n t o f P iece Rates and In cen tives

6 . 1 . 3  M o re o v e r, a l l  o th er personnel p o lic ie s  m ay be in corporated  
in this part o f the O p e ra tio n  M a n u a l

6 . 2  S a la ry  System

6 . 2 .1  W o rk in g  Hours

6 .2 .1  .lR e g u la r  W o rk in g  Hours
6 . 2 . 1 .2 0 v e r t im e ,  N ig h t  W o rk , Sunday W o rk , H o lid a y  W ork  
6 .2 .1 .3 4 1  lowances fo r O v e rt im e , N ig h t  W o rk , Rotating  

S h ift W o rk , Sunday W o rk , H o lid a y  W ork
6 . 2 . 2  S a lary  Provisions

6 . 2 . 2 . iG e n e ra l C las s ific a tio n  Princip les  
6 . 2 . 2 . 2 S alary  B racket C r ite r ia  
6 .2 .2 .3 S a la r y  Code  
6 . 2 . 2 . 4  Paym ent o f Salaries

"£•3 In c e n t iv e  System

6 .3 .1  In tro d u c tio n
6 . 3 . 2  Com position o f  the In cen tive
6 . 3 . 3  In flu en c in g  Factors (Premium Factors) and Premium F ix in g
6 . 3 . 4  Premium Basis (N o rm a! V a lu e s )
6 . 3 . 5  In tro d u ctio n  o f th e  In c e n tiv e  System

6 . 3 . 5 . 1  Preparation
6 .3 .5 .2 |n fo rm a t io n  o f Parties C oncerned  
6 .3 .5 .3 T r ia l  Run 
6 .3 .5 .4 D e f in i t e  In trodu ctio n
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6 .1  W A G E  SYSTEM  
In dustria l Employees

6 .1 .1  W o rk in g  Hours

6 . 1 . 1 . 1  R egular W o rk in g  Hours

(Under this h ead in g  the p o lic ies  for w o rk in g  hours a re  to be  
e n te re d , such as

-  R egular w e e k ly  w o rk in g  hours w ith o u t breaks are  4 0  hours;

-  T im e fo r ch an g in g  clothes and w ashing  as w e ll as breaks  
are  n o t considered w o rk in g  hou rs .)

6 . 1 . 1 . 2  O v e r t im e , N ig h t  W o rk , Sunday W o rk , H o lid a y  W ork

-  O v e rtim e  a re  w o rk in g  hours over and above th e  regu lar  
w o rk in g  hours per w e e k .

N ig h t  w ork  a re  hours w orked  from 2 2 .0 0  to 0 6 .0 0  hours.

-  R egular n ig h t w o rk  p rev a ils  w hen i t  is done for a t  least 
one w ork  w e e k .

-  Sunday and h o lid a y  w ork is the w ork  done on Sundays and  
leg a l ho ld idays  du rin g  th e  tim e o f 0 6 .0 0  hours to  0 6 .0 0  
hours o f th e  fo llo w in g  w o rk d a y .

6 . 1 . 1 . 3  A llo w an c e s  fo r O v e r t im e , N ig h t  W o rk , R o ta tin g  S h ift W o rk , 
Sunday W o rk , H o lid a y  W ork

The a llo w a n c e  is as fo llo w s:

a) for th e  firs t to  6th  o vertim e  hour per w eek  
as of th e  7 th  o vertim e  hour per w eek

2 5 %
5 0 %

b) for reg u la r n ight work (also for ro ta tin g  
s h ift w ork  b e tw een  2 2 .0 0  and 0 6 .0 0  hours) 15%

c) for irre g u la r n ig h t w ork 5 0 %

d) for Sunday w ork 5 0 %

e) for w ork done on leg a l holidays 100%

O
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The c a lc u la t io n  o f a llo w an ces  has to be based on the fo llo w in g :

h ou rly  wages in case o f s tra ig h t tim e  pay earners;

h o u rly  wages in  case of p iec e  ra te  and in c e n tiv e  w ag e  earners;

W hen severa l types o f a llo w an ces  ap p ly  on ly  the highest one in vo lve d  
has to  be p a id .

6 . 1 . 2  Rem uneration  

6 . 1 . 2 . 1  G e n e ra l Provisions

-  W ork is done for tim e  ra te s , p iece  rates or in c e n tiv e  
wages e ith e r  on an in d iv id u a l basis or a group basis.

D a y  w ork is such w ork  for w h ich  the tim e  needed to  do  
the w ork is not p red e te rm in e d .

P iecew o rk  is such w ork for w h ich  the tim e need ed to  do  
the w ork is p redeterm ined o r  the basis of norm al human 
p erfo rm an ce , and w h ere  the tim e  exp e n d itu re  and the  
q u a n tity  o f output can be in flu en ced  by the o p e ra to r .

A llo w an c e s  are  m ade in  the  form of tim e or m o n ey .
T im e a llo w an ces  a re  tim e ra te s , money a llo w an ces  
m oney (p ie c e ) ra te s .

-  In c e n tiv e  W o rk
In c e n tiv e  wages are  a p a rtic u la r  type o f rem unera tion  
w here  in a d d itio n  to  th e  standard w age an in c e n tiv e  is 
p a id  for th e  a tta in m e n t o f a determ ined  o u tp u t.

-  G ro u p  W ork
G ro u p  w ork is the  d ire c t c o lla b o ra tio n  o f severa l operators  
to  jo in  forces in the e xe c u tio n  o f an order or part o f i t .

A  croup m ay w ork a t  one w ork s tation  or a t  severa l stations  
or m ach in es .

o
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6 . 1 . 2 . 2  C la s s if ic a tio n  Princip les

W age paym ent is e ffe c te d  in a cc o rd an ce  w ith  the standards 
set for the exec u tio n  o f the  w ork by c la s s ific a tio n  in one  
of the w age g-oups acc o rd in g  to  the w age group c r ite r ia  
u n d er section 6 . 1 . 2 . 3 .

The ra t io  o f w age groups is expressed by a  w ag e  g-oup  
code w hereby the co m p ara tive  basis is G ro u p  5  as basic  
w ag e =  1 0 0 % . This basic w ag e  is the w age o f a s k ille d  
w o rk e r .
W o rk in g  from this basic w age th e  in d iv id u a l base w age rates  
a re  fig u red  out by a p p ly in g  the w ag e  group and age b rac k e t  
codes.

6 . 1 . 2 . 3  W oge C la s s ific a tio n  

W oge G ro u p  02
Light m anual w ork w h ich  can be done w ith o u t previous kno w led g e  
a fte r  fu n c tio n a l tra in in g  or an  in d u c tio n  period  o f a t  least four w e e ks .

W age G ro u p  03
Light m anual work w h ich  can be done a fte r  a tra in in g  period of 
th ree  months and a fte r  a c q u ir in g  professional s k i l l ,  p rac tic e  and  
e x p e r ie n c e .

W ag e  G ro u p  1
S im ple w ork w ith  physical stress w h ich  can be done w ith o u t previous  
k n o w le d g e  o f the job a fte r  a  short in d u c tio n  p e rio d .

W a g e  G ro u p  2
W o rk  w ith  h igher physical demands w h ich  can be done w ith o u t previous 
k n o w led g e  o f the job a fte r  an in d u c tio n  p e rio d .

W ag e  G ro u p  3
M o re  c o m p lica ted  physical w ork  re q u ir in g  fu n c tio n a l tra in in g  or 
system atic  in d u c tio n  o f th ree  months and professional s k ills , p rac tic e  
and e x p e r ie n c e .

W age G ro u p  4
W ork re q u ir in g  sp ec ia l s k ill w h ich  has been a cq u ired  by com pleted  
in d u c tio n  tra in in g  in a  rec o g n ized  in d u s tria l sem isk illed  occu pation  
or by kn o w led g e  o f th e  job and e xp e rie n c e  o f equal v a lu e .

W oge G ro u p  5
S k ille d  work req u irin g  in a d d itio n  to o c c u p a tio n a l d e x te r ity  and  
o c cu p a tio n a l kno w led g e  a  tra in in g  le v e l w h ic h  is acq u ired  by an  
a p p re n tic e  tra in in g  period in this o ccu p a tio n  w ith  c e r t if ic a te  o f 
ap p ren tice s h ip  as s k ille d  w orker or w h ich  requires know ledg e o f
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e q u a l v a lu e  e n a b lin g  the in d iv id u a l to e x e c u te  a l l  w o rk  because  
o f m any years o f e x p e r ie n c e .

W ag e  G ro u p  6
Q u a lif ie d  s k ille d  w ork re q u ir in g  sp ec ia l sk ills  and m any years of 
o c cu p a tio n a l e x p e r ie n c e .

W ag e  G ro u p  7
H ig h ly  q u a lif ie d  s k ille d  w ork req u ir in g  h igh  standards o f sk ills  and  
k n o w led g e  as w e ll as in dep en d en t w o rk in g .

W oge G ro u p  8
E xtrem ely  q u a lif ie d  s k ille d  w ork  re q u ir in g  outstanding  s k ills , h igh  
d eg ree  o f in d ep en d en ce , p lan n in g  a b i l i t ie s ,  com prehensive sense o f 
res p o n s ib ility  and ap p ro p ria te  th e o re tic  k n o w le d g e .

Com m ents:
F u n c tio n a l tra in in g  is a tra in in g  period fo r s p e c ific  operations w h ich  
can n o t be e xecu ted  a fte r  s im ple in i t ia t io n .
In d u ctio n  is to provide sys tem a tica lly  various basic s k ills .
The notions " in i t ia t io n , fu n c tio n a l t ra in in g , in d u c tio n "  do not mean  
" jo b  a c q u a in ta n c e " .

6 . 1 . 2 . 4  W ag e  C ode and A g e Requirem ents

W ag e  G ro u p 02 8 0 .0 %
W ag e G ro u p 03 8 2 .0 %
W age G ro u p 1 8 2 .0 %
W oge G ro u p 2 8 4 .0 %
W ag e G ro u p 3 8 8 .5 %
W ag e  G ro u p 4 9 3 .0 %
W age G ro u p 5 1 0 C .0 %
W ag e G ro u p 6 1 1 0 .0 %
W ag e G ro u p 7 1 2 0 .0 %
W ag e G ro u p 8 1 3 3 .0 %

Up to the age of 18 years 8 0 .0 %  o f

6 . 1 . 2 . 5  Paym ent o f Wages for D ay  W ork

Employees d o in g  w ork for tim e  rates a re  e n t it le d  to  the wages w h ich  
have been barg ained  c o lle c t iv e ly  for th e ir  w age y o u p  as m inimum w a g e .

6 . 1 . 2 . 6  Paym ent of P iece Rates and In cen tives

A fte r  c rea tio n  o f the te c h n ic a l and o rg a n iz a tio n a l prerequisites the  
in tro d u ctio n  of p iece  rates or in cen tives  moy be agreed  upon.o



O

»
r *

I

OPERATION M AN U AL
M AN AG EM EN T O R G A N ISA T IO N

R E M U N E R A T IO N  SYSTEM S  
W A G E  SYSTEM

6 . 1 . 3  (M o re o v e r, a l l  o ther personnel p o lic ie s  m ay be in corporated  in  
this p art o f the O p e ra tio n  M a n u a l, such as

-  absenteeism ,
-  Illness and d e a th ,
-  g ran tin g  o f v a c a tio n s , d u ra tio n  o f v a c a tio n , paym ent 

d u rin g  v a c a tio n ,
-  R ecru itm ent and d ism issa l.)

o
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6 . 2  SALARY SYSTEM
S alaried  Employees

6 . 2 . 1  W o rk in g  Hours

6 . 2 . 1 . 1  R egular W o rk in g  Hours

-  The regu lar w o rk in g  hours w ith o u t breaks are  4 0  hours per w e e k .

-  The d is trib u tio n  o f reg u la r w o rk in g  hours to the various w e e k 
days as w e ll as b eg in n in g  ond end o f d a ily  w o rk in g  hours and  
o f breaks are  f ix e d  by the em p lo yer in  acco rd an ce  w ith  opera
t io n a l requirem ents and by observ ing  a l l  leg a l provisions con
cern in g  w o rk in g  hours.

-  For shop forem en and o th er shop em ployees w ho c o lla b o ra te  
d ire c t ly  w ith  w orkers th e  w o rk in g  hours a p p ly  w h ich  have  
been fix e d  for th e  w orkers  o f th e  shop or d ep artm en t co n 
cerned .

6 . 2 . 1 . 2  O v e r t im e , N ig h t  W o rk , Sunday W o rk , H o lid a y  W ork

O v e rtim e  are  w o rk in g  hours o ver and above reg u la r w e e k ly  
standard hours.
O c c a s io n a l, i . e . ,  not re g u la r ly  rec u rrin g  e xc e ed in g  of reg u la r  
d a ily  w o rk in g  hours to  a lim ite d  e x te n t is in c lu d ed  in the  
m onth ly  salary; reg u la r o v e rtim e  is su b jec t to  rem u n e ra tio n  
as of the firs t h o u r.

N ig h t  w ork a re  hours w orked  from 2 2 .0 0  to  0 6 .0 0  hours.
For shop forem en and o ther shop em ployees the hours w orked  
b y  workers o f th e  shop concerned  as n ig h t w ork are  also  
considered n ig h t w o rk .

R egular n ig h t w ork p reva ils  w hen i t  is done for a t  least one  
w ork w e e k .

Sunday and h o lid a y  w ork is w ork done on Sundays and leg a l 
holidays du rin g  th e  tim e  of 0 6 .0 0  hours to 0 6 .0 0  hours of 
the fo llo w in g  w o rk d a y .
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6 . 2 . 1 . 3 A llo w an c e s  for O v e r t im e , N ig h t  W o rk , R o ta tin g  Shift W o rk , 
Sunday W o rk , H o lid a y  W ork

The a llo w a n c e  is as fo llo w s:

a) fo r th e  firs t to  th e  6 th  o v ertim e  hour per w eek  
as o f the 7th  o vertim e  hour per w eek

2 5 %
5 0 %

b) fo r reg u la r n ig h t w ork (a lso for ro ta tin g  
sh ift work be tw een  2 2 .0 0  and 0 6 .0 0  hours) 1 5%

c) for ir re g u la r  n ig h t w ork 5 0 %

d) fo r Sunday w ork 5 0 %

e) fo r w ork  done on le g a l ho lidays 1 0 0 %

The hours w h ich  a re  lia b le  to  e x tra  paym ent under th e  
ab ove provisions have to  be rem unerated a t  1 /1 7 3  o f th e  
m onth ly  sa la ry  plus the  n o m in a l a llo w a n c e .
The m on th ly  s a la ry  a re  th e  salary  emoluments in  the m onth  
in w h ich  the w ork lia b le  to  e x tra  paym ent was d o n e .
W hen severa l types o f a llo w an ce s  ap p ly  a t the same t im e ,  
o n ly  the highest one in v o lv e d  has to  be p a id .

Lump sum paym ent m ay be o g e e d  for th e  rem u n era tio n  o f  
o v e rtim e , n ig h t w o rk , Sunday and h o lid a y  w o rk . Such paym ent 
has to  be shown s e p a ra te ly  in th e  salary  r o l l .

6 . 2 . 2 S alary  Provisions

6 . 2 . 2 . 1 G e n e ra l C la s s ific a tio n  P rin c ip les

S alaried  em ployees are  c lass ified  in the various sa la ry  brackets  
in acco rd an ce  w ith  th e ir  a c t iv i t y .
Thus on ly  the a c t iv ity  practised by the sa laried  em p lo yee  
serves as ru le  for his c la s s ific a tio n  and not his t i t l e .

The ske le ton  ag reem en t on salaries  contains the  c r ite r ia  o f  
standard sa lary  b rackets  as w e ll as exam ples o f ty p ic a l 
a c t iv i t ie s .
The exam ples are  benchm arks; in co n ju n ctio n  w ith  the  
salary  b ra c k e t c r ite r ia  th e y  ju stify  the r ig h t to  ap p ro p ria te  
c la s s if ic a tio n . The salary  b rac k e t c r ite r ia  serve as ru le  
for th e  c la s s if ic a tio n .

If  the c r ite r ia  o f  a  sa lary  b rac k e t a p p ly  to  a s p e c ific  course 
o f tra in in g  w h ich  the salary  earner concerned has not com 
p le te d , he has to be c lass ified  in this brocket i f  his a c t iv ity  
meets the requirem ents o f this sa lary  b ro c k e t.
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O n  the other h an d , a  p a rtic u la r  course of tra in in g  does n o t 
ju s tify  in its e lf  a r ig h t to  c la s s ific a tio n  in o c e rta in  salary  
b rac k e t if  the assigned a c t iv i ty  does n o t re q u ire  such course 
o f tra in in g .

-  If  the sphere o f a c t iv i ty  of o s a la ried  em p lo yee  covers several 
a c t iv it ie s  w h ich  are  a ttr ib u te d  to  d iffe re n t sa lary  b rac k e ts , the  
em p lo yee  concerned is to  be c lass ified  a c c o rd in g  to  the dom inant 
a c t iv i t y .

In assessing th e  salary  le v e l the o ther a c t iv it ie s  a re  to be g iven  
due consideration  inasmuch as th e y  a re  o f h ig h er v a lu e .

-  If  a  s a la ried  em p lo yee  pursues an a c t iv ity  on a  tem porary  basis 
w h ich  is a ttr ib u te d  to  o h igher salary  b ra c k e t than his o w n ,
he acqu ires  no r ig h t to  a  h igher s a la ry .

6 . 2 . 2 . 2  Salary B racket C r ite r ia

A .  C le rk s

K 1
Employees d o in g  m a in ly  schem atic  w ork re q u ir in g  a  c e rta in  s k ill bu t 
no v o c a tio n a l q u a li f ic a t io n .

Examples:
Helpers for sim ple o ff ic e  w o rk .
S im ple f i l in g  w o rk .
Typist -  b e g in n e r.
Shorthand typ is t -  b e g in n e r.
T e lep h o n e  o p erato r -  b e g in n e r .

K 2 - a ) ,b )

Employees d o in g  w ork  a fte r  thorough instruction  and re q u ir in g  know ledge  
and s k ills  w h ic h  a re  g e n e ra lly  p rovided by  tra in in g  of tra in ees  in  a 
re le v a n t and rec o g n ized  sem isk illed  o c c u p a tio n .
These skills  and kn o w led g e  m ay also have been a cq u ired  by another 
tra in in g  or corresponding p ra c t ic a l w o rk .

Examples: 
a ) S h ift c le rk ,

T yp is t,
Helpers for sim ple o ff ic e  work w ith  over 2  years p ra c tic e ,
Te lephon e operator of sm all in s ta lla tio n s  up to 3 exchange lines  

and 2 0  house te lep h o n es ,
Shorthand ty p is t .
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b) Shorthand typ is t (a t least 120 s y llab les  and 2 5 0  strokes),
Te lephon e  operator for larger in s ta lla tio n s .
Employees m ak in g  o u t orders, rem inders, in v o ic e s , c re d it and  

d e b it  no tes , d ispatch notes or fre ig h t b ills  as d ic ta te d  or 
on th e  basis o f cop ies ,

Employees k ee p in g  subsidiary ledgers,
B ookkeeping em ployees do ing  sim ple transfer w ork  req u ir in g  no  

p a rtic u la r  boo kkeep in g  k n o w led g e ,
T e le x  o p e ra to r .

K 3 - a ) , b )

Employees d o in g  w ork req u ir in g  k n o w led g e  and s k ill as g e n e ra lly  
p ro v id ed  by an a p p ren ticesh ip  to becom e c le rk  in an in dustria l f irm .  
These s k ills  and kn o w led g e  m ay also h ave  been acq u ired  by another  
t ra in in g  or corresponding p ra c tic a l w o rk .

Exam ples:
a ) Assistant c ash ie r.

Correspondence c le rk  -  firs t jo b .
F i le  keep er in storeroom .
Correspondence c le rk  -  shorthand ty p is t .
Assistant b o o k k e e p e r.
C o stin g  c le rk  -  firs t jo b .
A c c o u n ta n t fo r s im ple a u d its .
M a c h in e  a c c o u n ta n t.
S h ift c le rk  w ith  m ore e x p e r ie n c e .
In vo ice  c le rk  -  firs t job (w o rk in g  on the basis o f prepared reco rd s). 
S hipping e m p lo y e e .
Employees in production o ffices  (fo r in s ta n c e , for production  rep o rts ). 
P a yro ll c le rk  -  f i r s t  jo b .
T im ekeep er for p ie c e  ra te s .
P lan n in g  c le rk  -  firs t jo b .
Employees d o in g  s ta tis tic a l w o rk .
C h ie f  operator o f large te lep h o n e  exch a n g e s .
Em ployees d o in g  d i f f ic u lt  f i l in g  w o rk .

b) H e a lth  insurance c le r k .
In v o ic e  c le rk .
Employees w ith  h igher resp o n s ib ility  in production  o ff ic e s .
P lan n in g  c le rk s .
P iece ra te  acco u n ta n t -  firs t jo b .

K 4

Employees d e o lin g  w ith  o f ie ld  o f a c t iv i ty  or w o rk in g  on records, 
f i le s , correspondence e t c .  on the basis of g enera l d ire c tiv e s , such 
w ork re q u ir in g  kno w led g e  and e xp e rie n c e  as g e n e ra lly  provided by
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an ap p ren tice s h ip  to  becom e c le rk  in  an in d u s tria l f irm , and sub
sequent severa l years ' re le v a n t a c t iv i t y .  This k n o w led g e  and e xp erien ce  
m ay also have been a cq u ired  by another tra in in g  or corresponding  
p ra c ti c a l w o rk .

Exam ples:
Employees d o in g  superior s e c re ta ria l work in c lu d in g  d i f f ic u lt  

correspondence on the basis of some cues.
P a yro ll c le rk .
Correspondence c le r k .
C le rk  h an d lin g  transport, sh ipp ing  or customs c le a ra n c e  m atters .
Store ledger's  c le rk .
C ost a c c o u n ta n t.
F in a n c ia l a c c o u n ta n t.
C o stin g  c le r k .
C a s h ie r .
A u d ito r .
In v o ic e  c le rk  fo r d i f f ic u l t  p rice  structures .
P iece  ra te  a c c o u n ta n t.
Employees tra n s la tin g  f lu e n t ly  sim ple tex ts  or h a n d lin g  sim ple  

correspondence in  fo re ig n  langu ages.
Employees h a n d lin g  o ffers  a n d /o r  orders in c lu d in g  c o n tro l o f schedules  

in purchasing and sales d ep artm en ts .
Em ployees d o in g  s ta tis tic a l w o rk  in d e p e n d e n tly .
Heads of com plex  f i l in g  systems.

K 5 - a ) , b

Em ployees d e a lin g  in d ep en d en tly  w ith  a m ore d i f f ic u l t  f ie ld  o f a c t iv ity  
a lo n g  g en era l lin es , such w ork re q u ir in g  thorough s p e c ia lize d  know ledge  
and e x te n s iv e  re le v a n t e x p e rie n c e  as w e ll as understanding o f re la t io n 
ships w ith  c lo s e ly  re la te d  f ie ld s  o f a c t iv i t y .

Exam ples:
a ) P iece  ra te  accoun tan ts  in large  production  

establishm ents w ith  com p lex  p ro d u c tio n .
P a yro ll c le rk s .
C orrespondence c lerks  in  purchasing , 

safes and a d m in is tra tio n .
Store ledger s c le r k .
F in a n c ia l and cost a c c o u n ta n t.
C o s tin g  c le r k .
A u d ito r .
In v o ic e  c le rk s .
Employees tra n s la tin g  f lu e n t ly  d i f f ic u l t

texts or h an d lin g  d i f f ic u l t  correspondence  
in fo re ig n  langu ages.

F u n c tio n a l heads.

Q u a li f ie d  personnel 
h a v in g  more kn o w 
ledge and responsi
b i l i t y  than c o m p ara - 
rab le  em ployees in 
S alary  B racket K 4 .
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b) Employees w o rk in g  in d e p e n d e n tly  in  in te rn a l a u d it  departm ents , 
g-oup leaders in purchasing and sales , in the p a y ro ll o f f ic e ,  
in m ateria ls  m anagem ent and g en era l a d m in is tra tio n , in cost 
and f in a n c ia l acco u n tin g  d ep artm en ts , in sh ipp ing  and in  
acco u n tin g  departm ents .

K 6 - a ) , b

Employees h an d lin g  in d ep en d en tly  and responsib ly a d i f f ic u l t  f ie ld  o f  
duties  req u ir in g  v e rs a tile  s p e c ia liz e d  kn o w led g e  -  in c lu d in g  s p ec ia lized  
k n o w led g e  in re la te d  fie ld s  -  and m any years of professional e x p e r ie n c e ,  
as w e ll as specialists h a n d lin g  responsib ly an e q u iv a le n t f ie ld  of 
a c t iv i t y .

Exam ples:
a ) O f f ic e  m anagers.

Employees supervising d i f f ic u l t  purchasing or sales  
tran sactio n s.

Employees d ire c tin g  and superv is ing  severa l la rg e  stores 
or one centra l s to re .

Employees hand ling  d i f f ic u l t  f in a n c e , tax  or insurance m atte rs . 
Employees tran s la tin g  f lu e n t ly  d i f f ic u l t  texts or h a n d lin g  

d if f ic u l t  correspondence in  a t  least 2  fo re ig n  langu ages.

b) O f f ic e  managers o f large o ff ic e s .
C h ie f  cashiers.

B . T ech n ic ian s  

T 1

Employees do ing  m a in ly  sch em atic  w ork  re q u ir in g  a  c e rta in  s k ill b u t 
no v o c a tio n a l q u a lif ic a t io n .

Exam ples:
Employees le tte r in g  draw ings and w r it in g  tables  

on the basis o f s im ple records.
Employees w r it in g  and am end ing  b ills  o f  m a te r ia l on the  

basis o f simple records.
BI uepr in te rs .
Employees do ing  a rran g in g  w ork by s im p le  c r i te r ia .

T 2 - a ) , b )

Employees doing sim ple w ork a fte r  thorough instruction  and req u ir in g  
k n o w led g e  and a b il i ty  w h ich  are  g e n e ra lly  p rov ided  by tra in in g  in 
a re le v a n t and reco g n ized  sem isk illed  o c c u p a tio n .
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This kn o w led g e  and a b i l i t y  m ay also h ave  been acq u ired  by another  
tra in in g  or corresponding p ra c tic a l w o rk .

Exam ples:
a ) Employees co p y in g  or red ra w in g  sim ple genera l draw ings or 

survey diagram s on th e  basis o f w e ll d e fin ed  o r ig in a l co p ies . 
Draftsm en for c irc u it  d iagram s, w o rk in g  diagram s and

w ir in g  layouts on the basis o f w e ll d e fin e d  o r ig in a l c o p ies . 
Draftsm en for sim ple graphs and fo r ta b le s .
Employees p rep arin g  sim ple b ills  o f m a te r ia l .
Employees e n te r in g  job tim e  on the  basis o f a v a ila b le  ta b le s .

b) Draftsm en fo r components on the basis o f o r ig in a l co p ie s . 
Employees rep o rtin g  th e  requ irem en ts  fo r sim ple parts on

th e  basis o f records and d e te rm in in g  the req u ired  m a te ria l 
q u a n tity  by sim ple c o m p u ta tio n .

Helpers in la b o ra to ries , m a te r ia l te s tin g  departm ents and  
e xp e rim en ta l stations and o ther te c h n ic a l h e lp ers .

T 3 - a ) , b )

Employees do ing  w ork a fte r  thorough instruction  and re q u ir in g  kno w led g e  
and a b i l i t y  as g e n e ra lly  p rov ided  by rec o g n ized  a p p re n tic e  tra in in g  
to  becom e te c h n ic ia n . This kn o w led g e  and a b il i ty  m ay also have  been  
a cq u ired  by an o th er tra in in g  or corresponding p ra c tic a l w o rk .

Exam ples:
a ) Employees prep arin g  b ills  o f m a te r ia l for shops and o ffe rs .

Employees com puting  and rep o rtin g  the requ ired  q u a n tity  o f 
m a te r ia l .

Employees m ak in g  tim e  studies b u t no t a n a ly z in g  th e m .
Employees d e te rm in in g  job tim es fo r sim ple o p era tio n s .

Employees p rep arin g  sim ple production  p lan s .
Employees c a rry in g  out e x p e r t ly  in vestig a tio n s , studies,

m easurements by know n methods in shops, testing  rooms and  
e xp e rim en ta l s ta tio n s , la b o ra to rie s .

Draftsm en fo r p lo ttin g  and d ra w in g  o f com ponents.

b ) Draftsm en )
Laboratory assistants )
M a te r ia l testers )

W ith  several years re le v a n t a c t iv ity  
a fte r  be in g  out o f th e ir  in d e n tu re .

T 4

Em ployees d o in g  d e fin e d  w ork under instructions, such work req u ir in g  
thorough s p e c ia liz e d  kn o w led g e  and professional s k ills .
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Examples:
Draftsmen p rep arin g  in d iv id u a l and group shop draw ings o f d i f f ic u l t  

types by d ra fts .
Employees com puting or d es ig n in g  com ponents, tools or f ix tu re s .
Employees prep arin g  c irc u it  d iag ram s , w o rk in g  diagram s and  

w ir in g  layo u ts .
Employees conducting  sim ple stress c a lc u la t io n s .
Employees d e term in in g  th e  requ irem ents o f parts and m a te ria l q u a n tity  

fo r d i f f ic u l t  p ro d u c tio n .
Employees m ak in g  tim e  studies and th e ir  a n a lys is .
Employees m ak in g  te c h n ic a l c a lc u la tio n s  for offers and shop purposes.
Employees conducted sp ec ia l in te rn a l studies a n d /o r  s im ple d eve lo p m en t 

w ork in shops, te s tin g  and e x p e rim e n ta l stations or la b o ra to ries .
Employees co n d u ctin g  in vestig atio n s  o f a n a ly t ic a l ,  syn th etic  or 

m easuring type  w ith  c o m p lic a te d  h an d lin g  o f instrum ents.
Employees m ak in g  com putations a n d /o r  studies on energy  requirem ents  

and consum ption.
Employees supporting th e  m anagem ent o f shop departm en ts , workshops 

or sm all shops w ith  s im p le  p ro d u c tio n .

T 5 - a ) , b )

Employees d e a lin g  in d e p e n d e n tly  w ith  d i f f ic u l t  tasks a lo n g  g en era l
lin es , such w ork re q u ir in g  com prehensive s p e c ia liz e d  kn o w led g e  and
exp erien ce  as w e ll as an understanding  o f re latio n sh ip s  in this f ie ld .

Examples:
a ) Employees p rep arin g  p art designs and d im en s io n in g  m ach in e

parts, tools or fix tu re s  of com p lex  ty p e .
Employees engaged in  stress analys is  a n d /o r  structure! a n a lys is .
Employees c o n d u c tin g  d i f f ic u l t  in vestig atio n s  or deve lo p m en t 

w ork in production  shops, te s tin g  and e x p e rim e n ta l stations  
or la b o ra to ries .

Employees c o n d u c tin g  d i f f ic u l t  studies a n d /o r  com putations fo r  
en erg y  requ irem ents and consum ption .

Erection and b u ild in g  s ite  s u p e rv is e e .

b) Employees c o n d u ctin g  d i f f ic u l t  a n d /o r  com prehensive work s tud ies .
Employees c o n d u ctin g  d i f f ic u l t  a n d /o r  com prehensive te c h n ic a l

c a lc u la tio n s  for o ffers  and shop purposes.
Employees supporting th e  m anagem ent of large production  

departm ents or workshops or m anag ing  small shops w ith  
sim ple p ro d u c tio n .

Employees supervis ing a  sm all group o f  designers.
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T S - a ) ,b )

Employees h a n d lin g  in d ep en d en tly  and responsib ly a  d i f f ic u lt  f ie ld  o f  
duties req u irin g  v e rs a tile  s p e c ia liz e d  know ledge- -  in c lu d in g  s p e c ia lize d  
kno w led g e  in re la te d  fie ld s  -  and many years of professional e x p e rie n c e , 
as w e ll as specialists h an d lin g  responsibly an e q u iv a le n t f ie ld  o f a c t iv i t y .

Examples:
a ) Employees p rep arin g  designs and com putations of m ac h in ery ,

eq u ip m en t, or essentia l parts th e re o f w h ich  a re  o f a 
d if f ic u lt  ty p e .

Employees p lan n in g  d i f f ic u l t  or com plex  e le c tr ic a l m easuring  
and contro l instrum ents.

Employees c o n d u ctin g  d i f f ic u l t  stress analyses a n d /o r  s ta b ility  
com p utatio ns.

Employees d e a lin g  in d ep en d en tly  w ith  d if f ic u lt  and com plex  
cost estim ates fo r o ffers a n d /o r  o p e ra tio n s .

Erection and b u ild in g  s ite  m anagers.

b ) Employees p lan n in g  and design ing  d i f f ic u l t  or com plex
productions a n d /o r  e q u ip m en t, a lso considering  new  
production methods w h ich  m ay h ave  to  be d e v e lo p e d .

G ro u p  leaders or o ff ic e  m anagers  in la rge  te c h n ic a l departm ents .

C . Shop Foremen

1 .  D e fin it io n

Shop forem en h ave  a d ire c tin g  and supervisory fu n c tio n  in a  production  
shop or a  production d e p a rtm e n t. They d is tr ib u te  work to subordinate  
w orkers and are responsible fo r proper and e f f ic ie n t  exec u tio n  o f the  
w o rk . Shop forem en must be ap po in ted  expressly as such.

2 .  C la s s ific a tio n  

G ro u p  M  1

Foremen supervising in a sim ple f ie ld  o f operations m a in ly  u n sk illed  
w o rkers .

G ro u p  M  2 - a ) , b )

a ) Shop forem en in a  sm all shop departm en t and sphere of resp o n s ib ility  
w ith  tasks re q u ir in g  s p e c ia liz e d  o c c u p a tio n a l tra in in g  or m any

years of professional e x p e r ie n c e .

b) Shop forem en h av in g  h igher resp o n s ib ility  and more e xp e rie n c e
than those of G ro u p  M  2 - a ) .

O
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G ro u p  M  3 - a ) , b )

a ) Sole shop forem en in sm all com pany or plants and shop forem en  
in  large proauction  d ep artm en t w ith  tasks re q u ir in g  s p e c ia lize d

o c cu p a tio n a l tra in in g  or s p ec ia l kn o w led g e  and solid  pro
fessional e x p e r ie n c e .

b) Shop forem en h av in g  h ig h er resp o n s ib ility  than those o f G ro u p
M  3 - a )  and h a v in g  m any years o f com prehensive e x p e r ie n c e .

G ro u p  M  4 - a ) , b )

a )  Shop forem en w ith  high d eg ree  o f resp o n s ib ility  fo r a  d if f ic u lt
f ie ld  o f duties  and supervision; th e ir  a c t iv ity  requires  
prudence and ta c t  in  fre q u e n tly  chan g in g  tasks as w e ll as 
o rg a n iz in g  a b i l i t y  and a backg-ound o f m any years o f  
a c t iv i ty  as fo rem an . Th ey  fre q u e n tly  supervise forem en  
o f o ther groups.

b ) Shop forem en w ith  task and q u a lif ic a tio n s  as under G ro u p
M  4 - a) w ho supervise as a  ru le  severa l forem en (C h ie f  
“hop F o rm en ).

6 . 2 . 2 . 3  S alary C o d e

Em ployer and em ployees ag ree  on a base sa lary  from w h ich  the  
standard salaries  a re  w orked out acc o rd in g  to  the fo llo w in g  salary  
c o d e . The base salary  is in each  case th e  salary  o f th e  c le rk  
and te c h n ic ia n  of G ro u p  K 1 and T 1 res p e c tiv e ly  h av in g  reached  
the age o f 2 1 ,  such sa lary  b e in g  paid  fo r th e  firs t and the second 
y e a r o f em p lo ym en t.
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S a la ry  C ode and Age G ro u p in g  

A .  K and T G roups

1
a)

2
b)

3
a) b)

4 5
a) b)

6
a) b)

% % % % % %

U p  to  th e  age  of 18 8 7 .5 90 95 105

A fte r  th e  ag e  o f 18 9 5 .0 100 105 n o 117

As o f the  age o f 2 0 :
Y ears  of em ploym ent
in  the G ro u p :
1st and 2nd year 1 0 0 .0 115 126 133 148 178 2 13 232 2 60 2 80
3rd and 4 th  year 1 0 8 .0 124 136 144 160 191 228 2 4 8 2 77 298
5 th  and 6th  year 1 1 6 .0 133 146 154 172 205 2 43 2 6 4
7 th  and 8th year 1 2 4 .0 143 156 165 184 2 18
A fte r  8 th  year 1 3 2 .0 152 166 176 195

For th e  a d van ce  w ith in  in the group of years o f em p lo ym en t/ the years o f em ploym ent 
as o f th e  age  o f 2 0  sh a ll a p p ly .

B . Shop Foremen

M  1 M  2
a) b)

M  3
o) b)

M  4
a )  b)

% % % %

O v e r  3 0  years o ld 170 2 0 0 2 2 0 2 4 0 2 6 0 2 7 0 2 9 0

For forem en b e lo w  th e  age of 3 0  a d ed u c tio n  o f 1 0 %  is m a d e . Shop forem en in  
hot plants re c e iv e  an a d d itio n  o f 6 % .
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6 . 2 . 2 . 4  Paym ent o f Salaries

1 .  Salaries  a re  paid  cashless or in cash for the com pleted  
m o n th .

2 .  A c c o u n tin g  p e rio d , due d a te  o f sa la ry  p aym en t, e ven tu a l 
payments on a cco u n t as w e ll as k in d  of paym ent -  in case 
of cash paym ent also the p lace  -  have to be ag -eed  upo n .

3 .  The em p lo yee  is e n t it le d  to  o s tatem ent o f acco u n t showing  
th e  g-oss re m u n e ra tio n , its com position and com putation  as 
w e ll  as a l l  deductions and e v e n tu a l payments on a c c o u n t.
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6 . 3  IN C E N T IV E  SYSTEM
fo r W age and S alary Earners

6 .3 .1  In trodu ctio n

The premium as a form o f rem unera tion  o ffers an op p o rtu n ity  to  
rem unerate  both p roductive  (in d u stria l p roduction ) and unprod uctive  
( in d ire c t a c t iv it ie s )  operations re la te d  to p erfo rm an ce . It  is in tended  
to  g ive  people an in c e n tiv e  to  a t ta in  a h ig h er standard o f perform ance  
even  though no d ire c t in te rd ep en d en ce  exists be tw een  th e ir perform ance  
and th e  resu lt o f  th e ir  w o rk .

The in c e n tiv e  system can be in tro d u ced  as soon as d a ta  a re  processed 
in the C o rpo ration  w h ich  are  rep re se n ta tive  and in d ic a t iv e  as w e ll as 
s u ito b le  as in flu e n c in g  factors (prem ium  factors) fo r the  com putation  
o f the prem ium . These da ta  musr co ver a  s u ff ic ie n tly  long period: 
possibly one y e a r , a t  least six months in order to  be a b le  to  s e lec t  
and w e ig h t the most su itab le  in flu e n c in g  fa c to rs .

6 . 3 . 2  Com position of the In c e n tiv e

The in c e n tiv e  m ay consist o f severa l p a rts . The basis is a lw ays  
the  standard r a te .  Examples:

a ) Standard Rate ( In c e n tiv e  Base Rate)
+  Premium (V a ry in g )____________________

=  Tota l Rem uneration ( In c e n tiv e  Pay)

b) Standard Rate
+ Bonus ( In te rn a lly  and V o lu n ta ry )
=  in ce n tiv e  Base Rate
+ Premium (V a ry in g )________________
= Tota l Rem uneration (in c e n tiv e  Pay)

The in c e n tiv e  base ra te  is a lw ays  a  f ix e d  am ount w h ile  the premium  
its e lf  can be v a rie d  a t  w i l l .  N o rm a lly  i t  is p ro p o rtio n a l, but it  
m ay also be

* progressive,
degressive,
g ra d u a l.

The am ount of the premium must be such th a t i t  is rem u n era tive  and  
offers a rea l in c e n tiv e  to  the person d o in g  the w o rk .

o
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6 . 3 . 3  In flu e n c in g  Factors (Premium Factors) and Premium F ix in g

The in flu e n c in g  factors  must be  d e term in ed  from the d a ta  ex is tin g  in 
th e  C o rp o ra tio n , such ns in cost a c c o u n tin g , sales, production p ian n in g  
and c o n tro l, p ro d u c tio n , q u a lity  c o n tro l. This results in the se lec tio n  
o f premium factors such as

production outpu t (q u a n tity ), 
product grade (q u a li ty ) ,
u t i l iz a t io n  of m ac h in ery  and equ ip m ent (covering  fix ed  costs), 
consumption o f a u x il ia ry  m a te r ia l (overhead p o rtio n ), 
need for tools and fix tu re s  (overhead  sav in g ), 
m ain ten an ce  e xp e n d itu re  ( in flu e n c in g  m an u facturing  c o st), 
tim e  spent by th e  in d iv id u a l d o in g  th e  w o rk .

R egard ing  in d iv id u a l and group premiums i t  is adv isab le  to start w ith  
group prem ium s.

In f ix in g  the premium i t  is recom m ended to  start w ith  standards o f  
comparison w h ich  a re  easy to  d e term in e  in order to  d e fin e  premium  
c o e ff ic ie n ts , as fo r in stance:

Premium C o e ff ic ie n t Q u a n tity  o f M an u fac tu red  and A ccep ted  Pieces  
N u m b er o f Hours W orked

Premium C o e ff ic ie n t W e ig h t o f M an u fac tu red  and A ccep ted  Pieces  
N u m ber of Hours W orked

Premium C o e ff ic ie n t  
(fo r Q u a li ty  C o n tro l)

N u m b er o f D e fic ie n c y  Reports 
N u m b er o f Shipped Products

6 . 3 . 4  Premium Basis (N o rm a l V a lu es)

Prem ium  basis is the in c e n tiv e  base r a te .  It  corresponds to  th e  
"norm al re s u lt" . N o  prem ium  is pa id  fo r this re s u lt.

From h is to ric a l d a ta  va lu es  a re  to  be se lec ted  w h ich  conform w ith  the  
norm al s ta te . The correctness o f these values is confirm ed m ostly  
by some exem p la ry  co m p u tatio n s. In m any cases it  turns out th a t  
the values  have to be changed a fte r  the in tro d u ctio n  ( tr ia l ru n ),
(as a ru le  in the upper d ire c t io n ) .

An analysis o f the result o f exe m p la ry  com putations permits conclusions  
as to the s ig n ific an c e  of norm al v a lu e s . The fo llo w in g  may serve as 
ru le  o f thum b.
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1 .  If  the com putation  shows th a t th e  prem ium  o f the previous  
period is too  fre q u e n tly  in  th e  upper range or reaches even  
the m axim um , th e  res u lt basis (norm al values) was selec ted  
too lo w .

2 .  If  the exem p lary  com p u tatio n  shows th a t the premium varies  
not a t a ll or o n ly  s lig h t ly , the  in flu e n c in g  factors a re  not 
s u ffic ie n tly  w e ig h te d . The prem ium  f ix in g  (form ula) and  
perhaps th e  course o f the premium curve have to be c h an g e d .

6 . 3 . 5  In trodu ctio n  o f the In c e n tiv e  System

6 . 3 . 5 . 1  P reparatio n

-  F ix in g  of the prem ium  o b je c t iv e .

-  C o lle c tio n , screen in g  and e v a lu a tio n  o f a v a ila b le  d a ta .

-  D e term in atio n  o f the  prem ium  factors  in f lu e n c in g  fa c to rs ).

-  Decision on th e  am ou nt o f prem ium  (m onetary  v a lu e ) and on 
the course o f th e  prem ium  c u rv e .

-  F ix in g  of the prem ium  basis (norm al v a lu e  =  in c e n tiv e  base r a te ) .

-  C a lc u la tio n  o f th e  system w ith  h is to ric a l v a lu e s .

-  Comparison o f norm al values  w ith  the resu lt o f th e  exem p lary  
c a lc u la t io n .

-  E laboration  o f th e  in c e n tiv e  pay p o l ic y .

6 . 3 . 5 . 2  In form ation  o f Parties C o n cern ed

The persons re c e iv in g  in c e n t iv e  pay and th e ir  su p erv isee  have to  
be inform ed thorough ly  p rio r to  the in tro d u ctio n  o f th e  system .

6 . 3 . 5 . 3  T r ia l Run

In the in terest o f em p lo yer and em ployees it  is ad v isa b le  to  test the  
effectiveness and b a la n c e  o f th e  system b y  a  t r ia l  run lim ite d  to  
about th ree  m onths.

6 . 3 . 5 . 4  D e fin ite  In trodu ctio n

W hen the system has turned ou t to be a success d u rin g  the t r ia l  ru n , 
a d e ta ile d  premium p o lic y  w i l l  be r.iab o ra ted  and the d e f in ite  in tro 
du ctio n  w i l l  be s ta te d .




