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Figure 27. 

trial engineering department, where it is reviewed for 
earnings and makeup pay;. another copy is sent to the 
timekeeper for the group, where it is available for em­
ployees to check their earnings; and the third copy is 
retained in the payroll department. 

Cards are punched from the daily payroll for all 
makeup allowances, charging the amount to the proper 
expense class and department. Overtime is paid at the 
average hourly earnings rate for the day on which the 
overtime occurred. Each day, the daily payroll cards 
are sorted to select overtime cards, and the average 
hourly earnings and overtime allowance amounts are 
computed and punched for the employee. 

The original labor cards, the overtime allowance 
cards and the makeup cards used in the daily payroll 
are held until the cards for the last day of the week 

have been processed. At that time all the cards are 
sorted by group and clock number and a payroll listing 
is prepared showing the hours worked and total earn­
ings for each employee. Grand totals for each group are 
accumulated and balanced to the sum of the control 
totals set up each day. As a final check, the total hours 
worked for each employee as shown on the list is 
checked to the hours worked as shown on the weekly 
attendance clock card. 

At the time the weekly gross payroll listing is made, 
a summary card is automatically punched for each em­
ployee, showing his total earnings for the week and 
total hours worked. These summary cards are extended 
for income tax and FICA amounts and combined with 
master and deduction cards to prepare the final net 
payroll register, earnings statement and payroll checks. 
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IBM TELE-PROCESSING Equipment 
There are many occasions when payroll and labor ac­
counting data is sent from remote locations to a central 
processing point. The nature of any centralized ac­
counting operation requires that data be consolidated 
from many different and sometimes widespread loca­
tions. For years this data has been sent from these loca­
tions to the central processing point by mail, messenger 
service, telephone or telegraph. Frequently, a tight 
machine load schedule resulted or the information was 
received too late to be of any value to management. 

IBM TELE-PROCESSING equipment makes it pos­
sible to send data automatically and economically, us­
ing data transmission equipment in conjunction with 
telephone or telegraph facilities. Organizations whose 
accounting functions are decentralized may now find 
centralization faster, more convenient and more eco­
nomical. 
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Figure 28. 
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IBM 1001 Data Transmission System 
The IBM 1001 Data Transmission System (Figure 28) 
combines an IBM 1001 Data Transmission Terminal and 
an IBM 24 or 26 Card Punch, modified by a data trans­
lator, with telephone company equipment and lines~ 
Information to be sent is read automatically from a 
card, or is keyed on a ten-digit keyboard and trans­
mitted to the card punch. 

Payroll data, such as hours worked for each em­
ployee at remote points, is forwarded daily to the data 
processing center. Prepunched cards for each em­
ployee, which contain man number, job location and 
pay rate code, are maintained at remote locations. This 
information is transmitted and the hours worked keyed 
on the keyboard. The cards received at the data process­
ing center are processed daily, thus eliminating peak 
loads, and a centralized payroll schedule is maintained. 



IBM 357 Data Collection System 
The IBM 357 Data Collection System (Figure 29) is 
designed to speed the availability of input data for a 
data processing system on an intra-plant basis. It is 
composed of card input stations which are installed 
in strategic locations near work areas. Prepunched 
·cards are fed into the stations and, if required, variable 
data may be entered through the manual entry. In­
formation is transmitted to the data processing center 
and automaticaIIy punched into IBM cards on the card 
output station. For timekeeping purposes, the read-out 
clock simultaneously transmits the time. This system 
provides the missing communication link for on-the­
spot gathering of factory data for immediate processing. 

Figure 29. 

Employee Attendance Reporting 

The IBM 357 System can be used to report attendance 
in lieu of attendance re~orders, either through the use 
of a badge reader (an optional feature) for insertion of 
data punched in an identification badge, or an IBM pre­
punched employee card. 

An employee clocks in and out on the 357 Input Sta­
tion by inserting his identification card or badge (Fig­
ure 30). Note that laminated badges must be a specific 
size and can be punched with up to ten columns of 
identifying information. The date and time are punched 
in the card at the receiving station, eliminating the 

need for manually reading and computing clock cards 
and recording the information in punched hole form. 
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Figure 30. 

Job and Production Reporting 

In a previous section, the use of production or job time 
records was discussed. The information from these rec­
ords is essential to payroll and labor accounting and 
the timeliness of this data enables management to exer­
cise effective control over direct and indirect labor. 

The 357 Data Collection System provides an auto­
matic means of reporting. Job cards, punched and 
verified, are attached to orders before they are released 
to the first manufacturing department. At the start of 
each job, the employee selects the most convenient in­
put station to transmit using these job cards. An em­
ployee identification card or badge is used to transmit 
the employee number, and the start time is entered 

I 

automatically by the system. At the completion of the 
job, the employee transmits the same information, as 
weII as the quantity completed. The cards punched at 
the receiving station are available for immediate proc­
essing. 
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Labor Accounting 

In the introduction to this book, payroll and labor ac­
counting was defined as the reporting to the employee, 
the employer, and governmental and other related or­
ganizations, the amount of money paid for the services 
rendered the employer by the employee. It can also be 
divided into two phases-financial and cost accounting. 

Financial accounting is that phase which refers to the 
preparation of payroll records and which has previ­
ously been discussed. Cost accounting refers to the 
forms and records used. to compute and allocate pay­
roll charges to the various jobs, departments and over­
head. The manner in which costs are finally distributed 
varies according to the industry, nature of the product, 
manufacturing operation, etc. This phase is covered in 
the general information manual, "Cost Accounting," 
formE20-8038. However, the records kept of the time 
worked by each employee on each job or in a given 
department, and the costs thereof, are used in the 
preparation of labor reports for cost accounting dis­
tribution. The source records in most cases are the job 
cards which are initially used to prepare payroll rec­
ords. They may be either individual job, daily time, 
continuous job or gang job cards. 

These cards, in combination with other cards, are 
used in the preparation of the various labor cost ac­
counting reports which are required. 

Distribution cards punched for each job are bal­
anced with the payroll controls by department. They 
are then listed by man number on a report which is 
generally called the labor distribution register. This is 
llsed for reference and to balance to control totals. 

Direct labor job cards are HIed with the work-in~ 
process cost file behind the heading cards, and show 
the order number, product number or operation num­
ber, depending on the basis for determining costs. Peri­
odically, or when an order is complete, this file is used 
to prepare detailed cost statements (Figure 31). 

Indirect labor job cards are filed in the expense file 
by date and account number. At the end of the ac­
counting period, they are used to prepare a report of 
indirect labor by account and' department. 

Estimates on jobs are usually made before produc­
tion is started, and management needs to determine 
whether these estimates are met. Management also 
needs to furnish the department heads with perform­
ance reports (Figure 32) in order that they may do an 
effective supervisory job. 
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IBM Data Processing Systems 
Data processing systems are being profitably used in 
the payroll and labor accounting areas in all types of 
businesses. Consisting ordinarily of a combination of 
units including input, storage, processing and output, 
IBM data processing systems are designed to handle 
business data at electronic speeds and with self-check­
ing accuracy. They offer increased productivity with 
expansion facilities for both equipment and application 
areas. 

Data recorded in punched cards can be converted 
to magnetic tape or can serve as direct input to the data 
processing machines or systems. These systems are 
capable of calculating, rearranging and processing cur­
rent data with master and historical data' stored on 
magnetic tapes, drums, disks or cores. Updated master 
files are produced, and finished results can be recorded 
on punched cards, magnetic tape, magnetic disks or 
printed reports. 

The major gain of the IBM data processing systems 
for payroll and labor accounting is' time. This includes 
preparation of employees' checks and earnings state­
ments, management reports of absences, overtime, per­
sonnel changes, labor costs, and the numerous statutory 
reports required quarterly and annually on Social 
Security and withholding taxes. Accurate and selective 
data on various aspects of the system is available in a 
fraction of the time formerly required, and personnel 
normally needed to process payroJl are freed from 
routine payroll tasks . 

. There are many types of IBM data processing systems, 
varying in size, complexity, speed, cost and applica­
tions. The choice of system is dependent on the require­
ments of the individual company. 

IBM 1401 Do·to Processing System 
The How charts in Figures 33, 34, 35 and 36 present a 
typical hourly payroll and labor accounting procedure 
for an IBM 1401 Data Processing System. This pro­
cedure requires three tape drives with the IBM 1402 
Card Read Punch and the IBM 1403 Printer. A finder 
card will cause a complete tape record to be punched 
into cards. They are also used to make changes in 
voluntary deductions, rate of pay and transfers out. 
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IBM RAMAC 305 Data Processing System 
In the following incentive payroll and labor accounting 
procedure, the IBM RAMAC 305 is used. The daily 
routine is outlined in the flow chart in Figure 37, and 
the pay period routine in Figure 38. Card codes indi­
cate whether an employee holds an hourly or job-rated 
position. Job-rated positions exist in Department 11 
or 12. 

In Department 11, the incentive plan mayor may not 
apply, depending on the operation and part numbers. 
Hourly employees and rated employees not eligible for 
incentive are treated the same-that is, either hours 
worked X job class, or hours worked X occupational 
rate = regular earnings. If, however, an employee is 

. qualified for incentive, then either piecework rate X 
pieces produced, or hours X occupational rate (which­
ever is higher) = regular earnings. 

Department 12 has time standards, so the allowance 
rate X hours is used to establish possible incentive 
earnings. Allowance rate X time on job, or occupa­
tional rate X time on job (whichever is higher) = 
regular earnings. 

Monthly, finder cards for the type of reports required 
are fed into the RAMAC 305. These reports are the 
monthly labor distribution report and the production 
order cost report. Quarterly, the RAMAC 305 will proc­
ess the required governmental tax reports. Figure 38. 
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Advantages 
A payroll and labor accounting procedure should pro-' 
vide prompt and accurate paychecks, develop and 
maintain proper records of employee earnings, record 
and report various taxes and other statistical data re­
quired by governmental agencies, and provide manage­
ment with labor costs. 

The IBM methods of processing data make it possible 
to fulflll all these requirements eHectively and econom­
ically. The flexibility inherent in IBM methods permits 
development of systems most advantageous to the vary­
ing requirements within each business. 

Here are some of the many advantages to be ob­
tained through the use of IBM equipment: 
• Peak loads in reporting earnings are eliminated~ 
• Accumulated earnings balances are developed auto­

matically. 
• Payroll calculation time is reduced and the calcula­

tions are self-checked. 
• Accurate payroll documents are prepared . auto­

matically. 
• The same source payroll documents are used to pre­

pare labor cost reports. 
• Clerical eHort to complete source documents is re­

duced. 
• Production and cost reports are available for eHec­

tive management control. 
• The distribution of cost by department, account or 

job for budgetary control is automatically prepared. 
Unlimited variety of labor analyses of costs, to re­
flect profit margin, is available automatically. 
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