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Short Questions OF ADVANCED ACCOUNTING 
Define Joint Stock Company? 

It may be defined as an artificial person recognized by laws, with a distinctive name, a common 

seal, a common capital comprising transferable shares carrying limited liability and having a 

perpetual succession. 

Explain memorandum of Association? 

It is the basic document of the company. It is known as charter of the company. If contains the 

fundamental conditions upon which alone company can be incorporated. It sets out the limits 

outside which the action of the company cannot go. 

Its main purpose is to enable shareholders and creditors and all those who deal with it to know its 

permitted range of enterprise. 

Define Articles of Association? 

It is second important document in the incorporation of a company. It contains the rules and 

regulations for the internal management of the company. 

Define Issued Capital? 

Shares offered to the general public for contribution are known as shares issued. The total par 

value of shares is called issued capital. 

What is Subscribed Capital? 

Out of the total number of shares offered (issued) by the company , that number of shares which 

is taken up by the public are known as shares subscribed. The total par value of such shares is 

called subscribed capital. 

Define Called up Capital? 

A company may require the payment of the par value either in installments or in one lump sum. 

This amount is known as called up capital. 

Define Over Subscription? 

Over subscription means to receive more applications than shares offered to general public. 

Define Under Subscription? 

Under subscription means to receive less applications than shares offered to general public. 
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Define Bonus Shares? 

The shares issued to its shareholders by the company from its accumulated profits and reserves, 

free of cost are known as bonus shares. 

Define Right Issue? 

An option to buy a share at a specified price during specified period. 

OR 

Right shares are the shares which are issued to the existing shareholders under such pre-emptive 

right. 

Define Debenture? 

Debenture includes stock, bound, term finance certificates and any other securities, other than a 

share, of a company, whether constituting a charge on assets of the company or not. 

Define Convertible Debentures? 

Convertible debentures are those debentures are those debentures which may be exchange for 

ordinary shares at the option of the debenture holders. 

Define Collateral Security? 

Collateral security means additional security which becomes effective only in the event of the 

loan not being paid when it becomes due. The debentures are also issued as collateral security for 

a loan taken from a bank. 

Define Ex-interest Price? 

In case the price quoted is ex-interest, it means that the company will have to pay to the seller 

besides the price for debentures, interest for the period for which the seller held the debentures. 

Define Cum-Interest Price? 

In case the price quoted by the seller is cum-interest, it means that the price quoted is inclusive of 

the interest for the period for which the seller held the debentures. 

Define Debenture Redemption Fund? 

Profit apportionment for the future redemption of debentures is known as debentures redemption 

fund. 

What is Sinking Fund? 

A fixed amount is drawn from available profit and then invested in some business and this 

investment is realised at the time of redemption of debentures. 
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Define Preliminary Expenses? 

These expenses are incurred to establish a company. These expenses are treated as capital 

expenditure and written off against profit of the company. 

What you know about Current Assets? 

Current assets mean assets which are in cash from (cash in hand, cash at bank, petty cash) or can 

be converted into cash within one year (sundry debtors, bills receivable) or benefit is less than 

one year (prepaid expenses). 

Define Contingent Liability? 

Contingent liability is a potential liability which either will develop into full fledged liability or 

will be eliminated out. 

Define Ratio 

Ratio is the relationship between two variables which are connected with each other in some way 

or the other. 

Define Accounting Ratios 

According to J.Batty, “The term accounting ratios is used to describe significant relationships 

which exist between figures shown in a balance sheet, in a profit and loss account, in a budgetary 

control system or in any other part of the accounting organization”. 

Define Solvency Ratios 

Solvency ratios are also known as leverage ratios. These are meant for testing long term financial 

soundness of any unit. For example debt-equity, ratio, capital gearing ratio etc. 

Define Department? 

A department is usually, a unit of the rest of the business and functions as a physical part of it. 

Each department is considered a separate profit centre through, geographically; each department 

is an integral part the rest of the departments 

What you know about Market-based Transfer Price? 

Under this method market price is taken as base for transfer from one department to other. 

Define Branch. 

A section of an enterprise that is geographically separated from the rest of the business. The 

activities of branch are controlled by head office and usually it carries on the same functions as 

of the enterprise. 
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Define goods sent to branch account. 

Goods sent to branch account is credited with the invoice price of goods sent to the branch by the 

head office and transferred from other branches and debited with the invoice price of the goods 

returned / transferred by the branch. This account is also debited with loading on net goods sent 

to the branch. 

Define inter-branch transfer of goods. 

Sometimes goods may be transferred by one branch to another branch. At the time of making 

entry of transferring branch, it should be treated as a transfer to head office (though the goods is 

actually transferred to the particular branch). Similarly, for receiving branch it will be treated as 

received from head office. 

Define consignment. 

Ans: Consignment is an act of sending the goods by the owner (manufacturer or whole seller) to 

his agent, who agrees to collect, store and sell them on the risk and behalf of the owner on 

commission basis. 

Define consignor. 

Ans: The manufacturer or wholesaler who sends his goods to his agent for sale is known as 

consignor. 

Define consignee. 

Ans: The person to whom the goods are sent for sale purpose is known as consignee. 

Define consignment outward. 

Ans: When goods are dispatched by the consignor to the consignee, it will be a consignment 

outward from consignor’s view point. 

Define perform invoice. 

Ans: It is a forwarding letter sent by consignor to consignee along with the goods containing 

particulars as to the name of the item; number (quantity or weight or measurement) and the price. 

Define delcredre commission. 

Ans: The commission which is paid to consignee, if loss on account of bad debts is borne by 

him. 
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Define contract. 

Ans: A contract is define as, “making an agreement in business to do certain work for 

consideration”. 

Define contractor. 

Ans: A person who agrees to do certain work for someone is called contractor. 

Define contractee. 

Ans: A person for whom some work is being done is called contractee. 

Define work certified. 

Ans: The work approved by the contractee’s architect in case of contract is known as work 

certified. 

Define work uncertified. 

Ans: The work which is not approved by the contractee’s architect is known as work uncertified. 

Define retention money. 

Ans: The difference between the amount of work certified and the amount actually paid on the 

basis of work certified to the contractor is known as retention money. 

Define Hire Purchaser? 

Hire purchaser or hirer is a person who acquires or obtains the possession of goods (assets) from 

the seller (owner) under a hire purchase agreement. 

Define Hire Vendor? 

Hire vendor is a person who delivers the goods to the hire purchaser with intention to sell the 

goods under hire purchase agreement. 

Define Repossession? 

The act of recovery of possession of the asset due to non-payment of instalments by the hire 

purchaser to hire vendor is known as repossession. 
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SHORT QUESTIONS COST ACCOUNTING 
Q.1. Define 1) Cost; 2) Cost centre. 

Ans.  

 1) Cost is “the amount of expenditure (actual or notational) incurred or 

attributable to a given thing.” (CIMA London)  OR 

  “A cost is the value of economic resources used as a result of producing or doing 

the things costed” (WM Harper) 

 2) “A location, person or item of equipment (or group of these) for which costs may be 

ascertained and used for the purpose of control.” 

Q.2. Define cost classification. 

Ans. Cost classification is the process of grouping costs according to their common characteristics. It 

is systematic placement of like items together according to their common features. 

Q.3. Distinguish between direct and indirect cost. 

Ans. Direct costs are those costs which are incurred for and conveniently identified with a particular 

cost unit, process or department. 

 Indirect costs are general costs and are incurred for the benefit of a number of cost unit 

processes or departments. 

Q.4. Define; 1) Fixed cost; 2) Variable cost; and 3) Semi-variable cost. 

Ans.  

 1) Fixed cost remain constant in ‘total’ amount over a wide range of activity for a specified 

period of time i.e. these do not increase or decreased when the volume of production 

changes. But fixed costs ‘per unit’ decreases when volume of production increases and 

vice versa. 

 2) Variable cost tends to vary in direct proportion to the volume of output. But, the variable 

cost per unit remains fixed. 

 3) Semi variable costs or semi fixed cost or mixed costs include both a fixed and variable 

component, i.e. these are partly fixed and partly variable. 
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Q.5. What is “expense”? 

Ans. An expense is defined as, “an expired cost resulting from a productive usage of an asset.” 

Q.6. What is product cost? 

Ans. Product costs are those costs which are necessary for production and will not be incurred if 

there is no productions e.g. direct material cost, direct labor cost and some of factory overhead 

cost. 

Q.7. What is period cost? 

Ans. Period costs are those costs which are not necessary for production and are written off as 

expenses in the period in which these incurred. 

Q.8. Explain controllable costs. 

Ans. These are the costs which may be directly regulated at a given level of management authority. 

Variable costs are generally controllable by department heads. 

Q.9. What are Non-controllable costs? 

Ans. These are those costs which cannot be influenced by the action of a specified member of an 

enterprise e.g. factory rent, managerial salaries. 

 

 

Q.10. What is historical cost? 

Ans. These are the costs which are ascertained after these have been incurred. Historical costs are 

thus nothing but actual costs these are not available until after the completion of the 

manufacturing operation. 

Q.11. What is predetermined cost? 

Ans. These are future costs which are ascertained in advance of production on the basis of a 

specification of all factors affecting cost. These are extensively used for the purpose of planning 

and control. 

Q.12. What is meant by direct material cost? 

Ans. Direct material cost is that which can be conveniently identified with and allocated to cost units. 

Direct materials generally become a part of the finished product. 
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Q.13. What is indirect material? 

Ans. These are those materials which cannot be conveniently identified with individual cost units. 

These are minor in importance, such as pins, screws, nuts, bolts, thread, oil, grease and soap etc. 

Q.14. What is direct labor cost? 

Ans. Direct labor cost consists of wages paid to workers directly engaged in converting raw material 

into finished products. These wages can be conveniently identified with a particular product or 

job or process. 

Q.15. What is indirect labor cost? 

Ans. It is of general character and cannot be conveniently identified with a particular cost unit. 

Q.16. What is factory overhead? 

Ans. This is the aggregate of indirect material cost, indirect labor cost and indirect expenses in 

producing goods or services. These are those overheads which are concerned with the 

production function. 

Q.17. What is capital cost? 

Ans. The cost which is incurred in purchasing assets either to earn income or increasing the earning 

capacity of the business is called capital cost. 

Q.18. What is Revenue cost? 

Ans. If any expenditure is done in order to maintain the earning capacity of the concern such as cost 

of maintaining an asset or running a business, it is revenue expenditure. 

Q.19 Give three limitations of financial accounting. 

Ans.  

 1) Financial accounting provides information about profit, loss cost etc. of collective activities 

of business as a whole but not product wise, department wise etc. 

 2) It is historical in nature but not predetermined. 

 3) No proper system of control of material. 
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Q.20 Give two points of difference between cost accounting and financial accounting. 

Ans.  

Financial Accounting Cost Accounting 

Financial accounting provides information about 

the business in general way. 

Cost accounting provides information to the 

management for proper planning, operation, 

control and decision. 

Financial accounting records are kept in such a 

way as to meet the requirement of Companies 

ordinance and Income Tax Ordinance 

Cost accounting records are generally kept 

voluntarily to meet the requirement of the 

management. 

Q.21 Define cost accounting. 

Ans. CIMA London defines Cost Accounting as “Cost accounting is the process of accounting for costs 

from the period at which expenditure is incurred or committed to the establishment of its 

ultimate relationship with cost centers and cost units.  

OR 

 Cost Accounting is a formal system of accounting for costs in the books of account by means of 

which costs of products and services are ascertained and controlled. 

Q.22 State two objectives of cost accounting: 

Ans.  

 1) To ascertain the cost per unit of the different products manufactured by a business 

concern. 

 2) To help in preparation of budgets and implementations of budgetary control. 

Q.23 State two advantages of cost accounting: 

Ans.  

 1) Profitable and unprofitable activities disclosed and steps can be taken to eliminate or 

reduce those activities from which little or no benefit is obtained. 

 2) It guides future production policies, it explains the cost incurred and profit made in 

various lines of business and process. 
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Q.24 Give three characteristics of an ideal coating system. 

Ans.  

 1) The installation and operation of the system should be economical. 

 2) Costing system should be simple and easy to operate. 

 3) The system should be effective in cost control and cost reduction. 

 

Q.1. Explain the concept of trading cycle. 

Ans. In trading concern, trading cycle starts from purchase of assets and services, such as purchases 

of goods. After purchase, goods are sold to customer on cash or credit basis. If sold on credit 

basis then procedure is adopted for Accounts receivables. 

 

Q.2. Explain the concept of manufacturing concern cycle. 

Ans. In manufacturing concern, the cycle starts from the purchase or acquisition of assets and 

services such as purchase of materials and supplies etc. then material is converted into finished 

goods. After this goods are sold on cash or credit basis to customers. Afterwards, cash is 

collected of Accounts Receivables: 

Q.3. How under applied and over applied FOH is adjusted in cost of goods sold at normal? 

Ans. Under applied FOH is added in the cost of goods sold at normal, while over applied FOH is 

deducted from the cost of goods sold at normal. 

Q.4. How per unit cost is calculated. 

Ans. Formula for calculating per unit cost is given below: 

 = Cost of goods manufactured 

      No. of units manufactured. 
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Q.5. Explain the difference between income statement of a trading concern and manufacturing 

concern: 

Ans. In income statement of trading concern and manufacturing concern there is difference only in 

cost of goods sold section. In trading concern cost of goods sold there is only one item that is 

material opening inventory + purchases – closing inventory of material. But in cost of goods sold 

section of manufacturing concern there are five items i.e. direct material cost, direct labour cost, 

FOH, WIP and Finished goods. 

Q.6. What is a prime cost? 

Ans. Prime cost is the sum of direct material used and direct labour cost. 

Q.7. What is conversion cost? 

Ans. Conversion cost is sum of direct labour cost and FOH. It helps to convert material into finished 

product. 

Q.8. How many steps are included in cost of goods sold statement? 

Ans. In cost of goods sold statement following five steps are included: 

1. Direct material consumed. 
2. Direct labor cost. 
3. Factory overhead. 
4. Work in process. 
5. Finished goods. 

 

Q.9. Name some FOH costs. 

Ans.  FOH costs are: 

o Power, heat, light. 
o Indirect material. 
o Indirect labor. 
o Factory utilities. 
o Depreciation of plant, Building, Equipment. 

Q.10. How % age of gross profit to net sales is calculated? 

Ans. = Gross profit × 100 

      Net sales 
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Q.11. How % age of net profit to sales is calculated? 

Ans. = Net profit × 100 

      Net sales 

Q.12. How gross profit per unit is calculated? 

Ans. = Gross profit × 100 

      Units sold 

Q.13. How net profit per unit is calculated? 

Ans. = Net profit × 100 

    Units sold 

Q.14. Give the formula of calculating sales price? 

Ans. Sales price = Direct material cost + Direct labor cost + FOH + selling cost + Administration cost + 

Net profit. 

Q.15. How % age of gross profit to cost of goods sold is calculated? 

Ans. = Gross profit  × 100 

     Cost of goods sold 

 

Q.1 . Define process costing. 

Ans. Process costing represents a type of costing procedure for mass production industries producing 

standard products. Typically, in such industries all goods produced are for stock. 

Q.2. Write five characteristics of process costing. 

Ans. 1) Cost is accumulated by processes. 

 2) The products are standardized and homogeneous. 

 3) The production is continuous. 

Q.3. Give the names of five industries in which process costing is applicable. 

Ans. Process costing is applicable in: 

 1) Chemical works  2) Oil refining  3) Textile mills 
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 4) Cement manufacture 5) Paper manufacture. 

Q.4. Give two points of difference between process and job costing. 

Ans.  

Process costing Job costing 

In process costing cost are compiled 

process-wise and cost per units is the 

average cost. 

In job costing, costs are separately 

ascertained for each job, which is cost 

unit. 

In process costing, production is for 

stocks 

In job costing, production is against 

orders from customers. 

Q.5. Write formula for calculation normal loss during process. 

Ans. Normal loss 

 =  Total cost received from previous department   - Per unit cost received from previous department 

     Total units received from previous department – units lost 

Q.1. Define direct materials. 

Ans. Direct materials are those whose consumption may be identified with specific production unit 

and which become a part of the finished product. 

Q.2. Define indirect material cost. 

Ans. Indirect materials are those materials which cannot be conveniently identified, with individual 

cost units. These materials are generally inexpensive and do not physically become a part of the 

finished products. 

Q.3. What is meant by inventory control? 

Ans. Materials or inventory control may be defined as “systematic control and regulation of 

purchase, storage and usage of materials in such a way so as to maintain an even flow of 

production and at the same time avoiding excessive investment in inventories. 

Q.4. Write down five objectives of material control. 

Ans. 1. No under-stocking. 

 2. No over-stocking. 
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 3. Economy in purchases. 

 4. Proper quality. 

 5. Minimum wastage. 

Q.5. What is meant by Maximum stock level? 

Ans. This is that level above which stocks should not normally be allowed to rise. This level may, 

however, be exceeded in certain cases e.g. when unusually favorable purchasing condition arise. 

It is computed by the following formula: 

 Maximum level = order level + EOQ – (Minimum consumption × lead time) 

Q.6. What is meant by Minimum stock level? 

Ans. It is that level below which stock should not normally be allowed to fall. This is essentially a 

safety stock and is not normally touched. In case of stock falling below this level, there is risk of 

stoppage in production and thus top priority should be given to the acquisition of fresh supplies. 

 It is computed as follows: 

 Minimum level = order level – (Normal consumption × lead time) 

Q.7. What is meant by order stock level/order point? 

Ans. This is that level of material at which purchase requisition is initiated for fresh supplies. This 

level is fixed somewhere between minimum level and maximum level. Its formula is: 

 Order level = maximum consumption × lead time 

Q.8. How will you treat material handling? 

Ans. These expenses are generally treated as an item of factory overhead. These expenses can also 

be recovered as a percentage of the value of materials issued. For example, if the total of 

material handling charges amount to Rs. 2000 for a particular month and the total value of 

material issued during the month comes to Rs. 20,000, the charge for material handling to 

various jobs will be made at the rate of 10% (i.e. 2000/20,000 × 100) of the value of materials 

issued. 

Q.9. What is danger level? 

Ans. This is a level at which normal issues are stopped and materials are issued for important jobs 

only. This level is generally fixed somewhat below and minimum level. When stock reaches 
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danger level, urgent action is needed for the replenishment of stock so that stoppage in 

production can be avoided. Its formula is: 

 Danger level = Normal consumption × time required under urgent conditions. 

Q.10. What is lead time? 

Ans. Lead time is the time interval between the time an item reaches order level and actual receipt of 

materials. 

Q.11. What is EOQ? Write down the formula to calculate it. 

Ans. EOQ is the quantity for which order is placed when stock reaches re-order level. It is the 

quantity which is most economical to order. In other words, EOQ is that size of the order, which 

gives maximum economy, in purchasing any materials and ultimately contributes towards 

maintaining the materials at the optimum level end at minimum cost. Its formula is: 

 

 EOQ = √ 2 × Annual Requirement × Ordering cost  

        Interest + carrying cost or storage cost 

Q.12. What is material turnover ratio? 

Ans. Material turnover ratio tells how many times in a year stock are used up and replaced; greater 

the stock turnover, the more efficient is their stock policy. Its formula is: 

 Material/stock turnover ratio = Cost of material consumed       

       Average stock of material 

 

Q.1. Define factory overhead: 

Ans. Factory overhead is generally defined as, indirect labor, indirect material and all other factory 

expenses that cannot conveniently be identified with nor charged directly specific jobs or 

products. 

Q.2. Write the formula of calculating factory overhead rate based on units of production. 

Ans. FOH rate per unit =   Budgeted FOH  

    Budgeted units of production 

Q.3. Write the formula of calculating FOH rate based on Direct Material cost. 
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Ans. Budgeted FOH costs  × 100 = % age of direct material cost. 

 Budgeted material cost 

Q.4. Write the formula of calculating FOH rate based on Direct Labor cost. 

Ans.      Budgeted FOH cost  × 100 = % age of direct labor cost 

 Budgeted direct labor cost 

Q.5. Write the formula of calculating FOH rate based on Machine hours. 

Ans. Budgeted FOH costs  = rate per machine hour. 

 Budgeted machine hours 

Q.6. Write short note on theoretical capacity. 

Ans. Theoretical capacity of a department is its capacity to produce full speed without interruption. It 

is achieved if the plant or department produces at 100% of its rated capacity. 

Q.7. What is practical capacity? 

Ans. It is highly improbable that any company can operate at theoretical capacity. Allowance must be 

made for unavoidable interruptions, such as time lost for repairs, inefficiencies, break downs, 

setups, failures, unsatisfactory materials, labor shortages and absences, Sundays, holidays, 

vacation etc. these allowances if deducted from theoretical capacity, it becomes practical 

capacity. 

Q.8. Write note on Normal capacity. 

Ans. Normal capacity is average of previous three or five years or specific numbers of years. 

Q.9. Write note on fixed and variable expenses. 

Ans. Variable expenses change with production volume and are considered a function of volume; 

that is, the amount of variable expense per unit is constant. 

Q.10. Write a note on spending variance and Idle capacity variance. 

Ans. Spending variance is the difference between the actual factory overhead incurred and the 

budgeted allowance estimated for the capacity utilized. 

Q.11. What is meant by blanket rate or plant wide rate? 

Ans. It means one FOH applied rate for the entire plant or factory. 

Q.12. What is meant by departmental rate? 

Ans. Departmental rate means separate factory overhead rate for all the departments of a factory. 
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Q.1. Define departmentalization of overheads: 

Ans. Departmentalization of overhead is the process of allocation and apportionment of overhead to 

different departments or cost centers. 

Q.2. Write two objectives of departmentalization. 

Ans. a) Departmentalization helps in achieving greater accuracy by proper allocation and 

apportionment of overheads. 

b) Correct cost of work in progress cannot be ascertained unless overheads are 

departmentalized. 

Q.3. What is meant by allocation of overhead? 
Ans. Certain items of overhead costs can be directly identified with a particular department as having 

been incurred for that department. Allotment of such costs to departments is known as 

allocation. 

Q.4. What is meant by apportionment of overhead? 

Ans. Certain overhead costs cannot be directly charged to a department. Such costs are commons to 

a number of department and do not originate from any specific department. Distribution of 

such overhead costs to various departments is known as apportionment. 

Q.5. Distinguish between allocation and apportionment. 

Ans. The main difference between the two procedures lies in that while allocation deals with whole 

items of costs, apportionment deals with proportions of items of cost. Allocation is direct 

process but apportionment may be made only indirectly and for which suitable bases are to be 

selected. 

Q.6. Define production department: 

Ans. A production is one that is engaged in the actual manufacture of product by changing the shape, 

form or nature of material worked upon or by assembling the parts into finished product. 

 

 

 

Q.7. Define service departments: 
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Ans. A service department is one which is rendering a service to production departments. It 

contributes in an indirect manner to the manufacture of the product but it does not itself 

change the shape, form or nature of material that is converted into finished product. 

Q.8. Give name of five production department. 

Ans. 1) Weaving department 2) Crushing department 3) Spinning department  4) Mixing 

department  5) Grinding department 

Q.9. Give name of five service department. 

Ans. 1) Purchasing department 2) Stores   3) Time keeping 

 4) Inspection   5) Canteen. 

Q.10. Define non-reciprocal apportionment of overhead. 

Ans. This is used when service department renders service to other service departments but does not 

receive service of the other service department. 

Q.11. Give names of the following methods of reciprocal apportionment. 

Ans. The following methods may be used for apportionment of costs on a reciprocal basis: 

1. Simultaneous Equation Method/Algebraic Method. 

2. Repeated Distribution Method. 

3. Trial and error Method. 

Q.1. Differentiate direct and indirect labour cost. 

Ans. Direct labor is the cost of that labour, which is expended in altering the construction, 

composition or condition of the product. It is directly engaged in production work and can be 

conveniently identified or attributed wholly to a particular job, process etc. 

On the other hand, indirect labour cost is the wages paid to those workers who are not directly 

engaged in converting raw materials into finished products. 

Q.2. How labor turnover rate is measured? 

Ans. There are different methods of measurement of labour turnover, one is given below: 

Labor turnover rate = No. of workers left or separated during the period. 

Average No. of workers during the period 

Q.3. Write down five causes of labour turnover. 
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Ans. 1) Low wages and allowances. 

 2) Unhappy relation with co-workers and supervisors. 

 3) Unsatisfactory work conditions. 

 4) Trade union rivalry. 

 5) Inadequate job security and retirement benefits. 

Q.4. Write the names of three methods of time keeping. 

Ans. 1) Attendance registers. 

2) Token or disc. Method. 

3) Time recording clocks. 

Q.5. Write the names of two methods of time booking. 

Ans. 1) Job ticket. 

2) Combined time and job card. 

Q.6. Write down the three functions of payroll department. 

Ans. 1) To maintain a record of job classification, department and wage rate for  

  each employee. 

2) To verify and to summarize the time of each worker as shown the daily time card. 

3) To make wage payments. 

Q.7. What are three causes of Idle time. 

Ans. 1) Idle time due to machine breakdown. 

2) Power failure. 

3) Waiting for work. 

Q.8. Write down three requisites of a satisfactory system of labour remuneration. 

Ans. Before deciding on a particular system of wage payment, the following factors should be taken 

into account: 

1) The system should be such as will produce the best quality and quantity of work. 

2) It should be satisfactory from the point of view of both, employer or employee. 

3) It should reduce labour turnover and labor absenteeism. 

Q.9. Write the formula of calculating wages on hourly basis under time rate system. 
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Ans. Under time rate system, workers are paid according to the time which they work. Payment may 

be made on hourly, daily or monthly basis. No consideration is given to quantity or quality of 

work done. When payment is made on hourly basis total wages payable are calculated as 

follows:- 

   Wages = No. of hours worked × rate per hour. 

Q.10. How wages are calculated on piece rate system. 

Ans. Wages under this system are paid according to the quantity of work done. A fixed per unit of 

production and wages are calculated by the following formula:- 

   Wages = Rate per unit × No. of units produced. 

Q.11. Write two principles of a good incentive scheme. 

Ans. 1) The scheme should be simple and easily understandable by workers so            that a 

worker should be able to calculate his own wage easily. 

2) The scheme should be fair to both employer and employee. 

Q.12. Write down formula of calculating bonus under Halsey Premium Plan. 

Ans. Halsey Bonus = 50% of [time saved × time rate] 

 Total earnings = time rate × time taken + 50% of [time saved × time rate] 

Q.13. How much is the bonus rate under Halsey Weir Plan. 

Ans. This method is precisely the same as Halsey Plan except that in Halsey weir Plan, the bonus is 

equal to 30% of the time saved. 

Q.14. How bonus is calculated under Rowan Plan. 

Ans. Rowan Bonus =    Time saved    × time taken × time rate. 

                     Time allowed 

Q.15. Write the formula of Barth Plan. 

Ans. Unlike other premium plans, Barth Plan does not guarantee time wages. Computation of wages 

under this plan is done by the following formula:- 

 

 Earnings = Rate per hour ×  √Standard time × Actual time 
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