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CHAPTVR 1 |

BISTORICAL DEVELOPMENT OF ALBEMARLE PAPER MANDFACTURYNG COMPANY AMD SUNSIDIARIES

flollywood Mill, built in 1007, was the first unit of the Albemarle
Paper Manufacturing Company. This will has boen added to, doleted from, and
revised many timos over its 73 year existence, but still serves its basie
purpose of manufacturing finished paper from raw pulp. 7The mill lies at the
extrceme north end of Tredegar Street in the hoart of Bichmond, betwcen the
old Xanawha Canal and the Jomos River, just bolow higtoric liollywood
Cemotery. The name of tho mill was taken from the cemotery. Stnce the
main body of the toxt will be devotod to this unit and its operations, wo
will proceed to other compeny additions ovor the yoars. |

Broun®s Island Mill, housing mow twp papor machines plus

* auxiliary equipment, was purechascd in 1919, At that time it was incor-

porated as Dixio Paper #ills and contained only one poper machino, Over
tho years it has expanded greatly in manufacturing capacity, sales volume
and profit potestial, In addition to 100 paper mill employees, Raymond
Bag Corporation, an Albemarle subsidiary, rotains space and approximately
35 employees for a printing opevation. This wmill is located at the south
end ‘of Tredegar Street, abont half e mile distant from l'ollywood, It is
litorally an island, conncetod to Trodegar Strect by tuo bridges, one of
which i@ capable of suﬁporung heavy truck traffic. There is also a railroed
spur which mina into thae VEPCO Twelfth Streot Station ond eventuslly the
Southern Ruil Boad Yards. - It will bo noted that almost a third of a
contury olapsed before Albomarle made its first major oxpansion, The
Brown's Island location was reportedly shelled by Union gun boats during
the Civil VWar; at that time it was part of tho Tredegar Arsenal,
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~ Bivorside #i1l1 was the noxt addition of the Company, built on
Albemarle proporty is 1924, This plant, a large four story masonry
structure, is directly across Tredogar Street from Nollywood Mill sad

- odjocont to the Jumes River, 1t originally contained one paper machine,

u/n

sinco moved to the Halifax Division, Riverside now houses the firm's
¥aterproof Diviaion, wherchy Lraft papor fa laminated to liquid aspholt;
This produet has many uses, principal amng them boing its neo as building
paper. The building also bas spuco used by Raymond Bag, as does .urbem's
Island. This space is used for manufacturing multivall bags, used |
extensively for packaging industrial goods, such as fertiliser and cemont,
The two oporations employ approximatoly 1060 poople.

Thirteon years wero to expire bofore Halifax Paper Company was
purchased in 1937, This ape‘ratioh is located in Roanoke Rapids, North
Carolina, shout 00 miles from Richmond and juat several miles boyond the
gtate lino, At the time of purchase §t was a emall kroft paper and pulp
mill, Today it 4s Albomorle's largest single unit. The pulp mill 1s now
capaﬁle of producing nlmost B0C tons of hraft sulphate pulp evory 24 bours,
ond maintaing an inventory of 30,00C cords of wood on hand ot all timos,
naing over 900 cords g doy during pealk loods. Tho majority of this pulp
is usod in tho paper mating procoss at lalifox although a sizeablo per-
centage is shipped to the Richoond mills for their use ns row matorials,
Four paper machincs aro located at Roanoko Rapide, two of thom being very
lorgo, modern, bigh speed machines, These two mochines went 1ato oporation
in 1953 and 1939, rospectivoly. About 750 employees are rotainod on a
pormasont basis at Halifax, “
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b

Surrounding and in the gonersl arca of the Roanoke Hapids plant

is tho comany"s timber land _oparnuan. Almwst 300,000 acres of land are

cither ownod or lessed, most of them in eastern Horth Carolina, with a

small percentage of the acreage boing maintained in Virginia and VSout!:

Carolina. The timber operation is somewhat gigontia in scope, with the
emphasis placed on good wood land manngemont, With a staff of 15 trained

foregters, plus auxiliary forces, timbhor is nmow boing grown faster thas it

is boing eut, This seems alwost fncredible in light of the hoavy dally

usage of pulp wood, and the fact that a pine tree (the basic raw material)

must bo fifteen to twonty years old before it §s veady for cutting as

pulp wood, Timber cutting and hauling is done both by company esployces

and thoso rotained on 8 part time hasis, notably farmers dnring their

< off season.

It is helpful at this point to review the location and sizo of

the company®s soven pa;iar machines, since thoy are the basic manufacturing

units, All soven, inoidentally, are Fourdrinior type units with gonventiomal

'drying systmé
Hollywood -

Brown's 1sland

Nialifax -

-

One 00" Hachine
One 100" Machine
One 120" Machine
One 90" Hachine
One 100" Hachine
Two 324" Hachines

Raymond Bag Corporation of Hiddletown, Ohio was acquired in 1955,

This subsidiary now waintains about 350 employees in its O}iin ond Bichmond

operations, The base purpose, as mentioned in the@.’.!scusaion on Riverside

#111 in the Richmond Division, is
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tho manufacture of heavy duty sultivall bags used in tho industrial trado,
The Ghin unit consists of a modorn up~-to-date plant with largo inventory
arcas, The Richmond operation is similor but much smaller. Altogother
gsevon tubors, the basie ﬁraduoing unit, are maintained,
Interstaté Bag Company in Yaldon, New York was added lﬁ 1957,
This fira manufactures papor shopping bags, such us are scen in mogt
departoont stores. Interatato ik known in its particular trade as a real
"ﬁn-getter". It employs almost 200 poople as of this writing,
Thé next ménfueeuring oporation obtained was the Jamos Biver
‘Pulp Compeny at Coluzbia, Virginia on the Jomos River (about 45 milos North West
of Richmond), It hes about 50 eaployees and eakos ground wood pulp, used
in sanufaeturing in Gichmond., A small portion of this pulp is sold on
the mxtside markot, | |
Rnndolph Paper Box, on the south sido of the Jamog Rivet in
Richmond, was purchased in 1959, It omploys about 65 peeple and makes
sot-up and folding boxes for packoging use in many industries, priacipul
among these batuﬁ food and tobacco, _

, Richmond Containor Corporation, located in the some aréa as
Randolph was also sequired inm 1959, It mmzfactﬁres corrugatée! boxos
and containara and is slighuy Xarger than Randolph. mnplnylng alnmz
‘30 employees.

’rhe most reoently purchased firm was Albemarle Containor
Corporation in Daltimore, Harylmnd. it is similar to Richmond Container
Corporétinn in prod\icu and goals, but is only sbout half fte size $n sales

and in pusbor of employees.
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A pew saturating plant was built i 1960, and is located mext to
the liollywood Mi1l, It will saturate many paper grades made by the company
machinos, for sale to varfous industrisl consumers, Hollywood will supply
the majority of what to the saturating plant is raw matorial, This plant
is under the management of the Waterproof Division, |

Albemarle has algo acquired some non-operating interests, Chief
among those was most of the propor#y and land of the old Tredegar Iron
Works, founded in 1830 and known as the "Arsonsl of the Confedoracy™., The
Tredegar £irm now operates in Chesterfiold County, just off the Petersburg
Pito, This purchase was invaluable as a sito for expansion, its 23 acres
= provioualy soparating the 9 acres at tho Hollywood and Brown's Island areas,
This land sow 18 used primarily for inventory storage of both raw materials
and t&nishédﬁgoadt. In addition it houses the ‘Technicnl Division office.

Fart of the machinery and equipment of Consolidated Paper and Box._
located on Cary Street in Richmond, was recently obtuined and installed at
Randolph Box, This permits Randolph greater flexibility and additional
manufacturing capascity, |

A city Slock and a half has heen acquired on Gamble's Hill, at
the foot of Third Stroet and overlooking the Tredegar site. All buildings
in this area have been razed, in proparation for a pew main offico building
to replace the old one in the Hollywood aron. Tho contract has not been
let as yot but all preliminary architectural and enginecoring work has beon
conpleted,. _

All of theso non-operating assets have been aoquired withio the
last £ive yeers. This composite picture affords a brood perspective upon
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which to deal with our moro specifio objootive of costing and budgeting
for ono company unit, o somovhat uniqua unit as we will later find,

Company sales aro primarily eonfined to the Fastern portion of
the United Stateg, to that area roughly cast of a lino drawn botueen How
Orleans and Chicago, Sales are mado on @ lesgor basis, bowover, to the
Wegtorn part of the nation as well os export trado to some degree., While
tho firm primarily solls through iis oun Sales Department §t also retains
soue manufasturing agents, johboers and selling morchants, Sales, as
proviously mentioned, aro to the industrial rathor than tho eonsumer trade,
Pormonont sales officos are maintained in New York, Chicago, Philadelphis,
Coluzbus, and Charlotte by paper salos and in these plus othor noarhy
cities by bag and converting sales forcos.

A capsule summary of overnll operations, both stoff and manu-
foeturing 1o ag followst (Oporating Divisions ave lavgely seolf contained,
with thoir own maintenanco, powor, engincering staffs, ote, . Stlaff
operations worlt with all divigions),

Staff
Sales
Traffic
Ascounting
Billing
Furchasing
Finaneial
Technical
All of tho above groups roport to top menagoment personnal,
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genevally officors of the gorporation, as do the operativg divisions, All
officez‘g xeport to snd are responsible to the President, This is a somouhat
uaaiald,é arrangeueat, due in large part to the firm's “growing paisis". and
will be changed to @ more streamlimed orxganization in the ncar future,
Opexationss
Richmond Division
Kollywood Mill
Brown's Islund #i1 |
‘Waterproof Plont (Including Ssturating Plant)
James River Pulp
lalifax Divisjon - Pulp, Tapor and Yood Lands
Baymond Bog - Ohlo, Richmond
Iotexstate Bag
~ Bandolph Paper Box
Riehaond Container
Albemarle Contafner
It can be seen from tho foregoing roview that the Albhemarle Coumpany
has amd is exporiescing a growth poriod, porticularly in the last decade
und woro specifically in the last five yearse Annual salos, expocted to
app?aach $50,000,0C0 1n fiscsl 1960-61, are expected to reach $100,C00,000
in 1965 through growth and moxger, 7his will result in a five fold
expansion in a poriod of ten years, or a 250% volume increase from 1955
to 1965, While far from boing oue of the glants of tho iudustry, the
company is ropidly leaving behind it tho scnse of boing small and entering
the medium sized categoty,
Stookholdor participation is increasing nlong with the overall
* increaso in company facilities. Albemarle, incidontally, is a public owned stock
corporation (although somewhat closely controlled) and its three classcs of stock ave,
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for tho most part, available in the over-the-counter markot, - |

Basio@lly the policy of Albemarle is the attempt, within roason,
of partial control of its own supply and demand, by vortical integration
from the pino troo to the finished industrial paper product, In & sensc
this 48 & limited attompt at control of it8 own market, and while euch a
policy ecould bo quostioned in & deprossion morket, it does appear sound
in our eenm of recent yoars, It is @ good approach to growth, and
survival, and probably tho only realiatic one in the fast growing paper
fodustry, ranked fifth and upproaching fourth in the mﬁou‘s basic
industries,

The table below will indicate the rate of growth of Albemarie as
proviously discussed, pointing out in particular tho rapid growth rate of
teoem yoars, - Unly selected data is shown, £rom @ woalth of available
mterial. but this data keynotes the grouth rate.”

Following the growth rate table is a company orgunization chart,
carriod doun to the division or staff department letax.'/"nallywood Hill
is ono of the four operating plants in the mcbmoud‘ Diviaion. the others
being Brown's Island, Givorside (¥atorproof) and James River Pulp."/



Not Sales

Tet Income

¥oriing Capital

Current Asgets/Carrent Liab.
Physical Expenditures
Common Stock-Shares 0. S.
Book Vaiue/Shaze -
Pulp Produced (Tons)
Paper Produced (Tons)
Eaployeos

Wages, Salariecs Paid

Souree: Albemarle Paper Masufacturing Company, Anaual Rgmie. Haxch 31, 1560

fi

FISCAL YEAR ENDED: -

Ape. 3,1960
$40,750,944
$ 2,139,049
$ 7,956,568
$ 3,22/1.00
% 5,252,144

TLGC3.,

$ 16.50
225,908
230,575
2,211
$12,598,37C

#ap, 20,1959 Har, 30,1950 Har, 31,1957

£32,902,454
$ 2,133,300
$ 9,143,917
$ 3.91/1.00
$ 6,699,122
760,992
$ 17.40
163,504
154,367
1,936

$ 9,044,907

$31,056,800
$ 1,921,007
$ 7,640,165
$ 3.92/1.00
$ 2,957,526

699,761

$ 15.31
149,539
146,669
1,950

§ 9,406,036

$32,063,107
$ 2,305,840
$ 6,790,023
$ 2.73/1.00
$ 5,357,245
621,020

$ 13,92
159,043
131,540
1,925

$ 0,977,965

Fage 9

Apr, 1,1956  Apr, 3,1955

$26,768,749
$ 1,608,255
$ 3,450,134
$ 1.64/1.00
' 3,009,303
542,880

$ 11,26
135,902
146,155
1,671

¢ 6,831,660

It is fully expected that the annual roport for fissal 1960-61 will follow, and surpass
the reeords of recent years, in most respects.

$20,144,562
$ 669,219
$ 3,447,958
$ 2.81/1.00
$ 1,451,306
271, 440
§ 9.3
117,144
120,984
1,38
$ 5,603,439
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Several points of clarif!cat.inn are proﬁably menséry for Q
- better summation of tho proceding growth chart,

It will be noted ehﬁi a very largé Jump in profits scourred
from 1935 to 1956, This was largely due to the effect of ”Svpapar machine
at lalifax, cowmbining the addition of substautial new tonnage and high
unit profits, |

The working capital ratio has substantially immaéed in recent
years, due in large port to the liquidation of old debits, In addition
the £irn obtained a largo amoust of eépite_l in the ii'edagar transaction,
with little $n the way of dobt resulting frm this negotiation, }

It appears that the number of employees has olimbed too
rapidly for such an industry as ours, This §s due almost caqxlezely;

< houevor, to the emphasis on zhé purchase of converting Qperatioan |
These. operations, unlike paper making facilities, have a high ratio of

~ esploycos por sales unit, "It is true that a lorgs paper machine can be
coupared to a chemical process plant, with a lot of va!ires and piping and
fow cuployeos, - |
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In the precoding chapter wo doalt with Albemarle as a whole, Fere we
will trace the oycles mid growth pattern of one operating unit of the eompuny,

It is noted that Nollywood Mill spans the antita'vnfe of A!bmrlé.
since it was 1ts first unit and has operated continuously, with some mimor
exceptions, for 73 years. In many respects ié has paralloled the pattern of
the entire compony, For mony years it could be considered s static, rather
than a dynamic organization. The last decade, and the past 5 yoavs especially,
have secen 8 steady upward climb as récarda capacity, profits and tu;ura
potential,

Physically the present doy mill is almost a ofty blook long and four
stories high, It is bound on one ond by a VEPCO powor unit and tail race,
on thoe othor by a city power gub-station, One side of the mill borders on the
Chesapeake and Ohio tracks and the Konawha Canal, the othér side bordering on
Tredegar Streot, The paper mill and its suxiliary units oceupies only sbout
two thirds of this building, the reat being devoted to various offxcos.ﬁ ghops
and storage units common to tho Richmond Division of Albemarle,’

liollywood was originally bailt as o blotting mill, and sorved in that
capacity only for mony yours. Dlotting paper in those days was in great demand
and so continued until late fn the 1930%s end possibiy through the gecond World
War. Since t!x,at tine its usage has declined untfl the last several years, where
its production and. consumption has leveled off and, if plotted, would resemble a
platean, preceded by a steeply declining valley, - ,

The reason for this decline is fairly apparent.'*motunq paper,
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laminatad and printed, often in protty piotorial scenea, was formerly a great
form of advertising aedia; During recent years this primary usage has been
usder cut by many sources - incrossod radlo usage, televigion, mass reading
sedia on the increase, and the advent of the ball point pen, There is still
& gsubstantial market for blottim papers, but the total tonnaqe can falirly
. woll be predicted, and nothing in the foreseoable future will change this,
either up or down. This is perhaps a strong prediction, but this sales
platean has shown no varionce of any significance in elmost six yoars, not
only on the plant but on tho induszry basis as well,

During the 1930"s the mill started wanufscturing varicus kraft grades
of poper to take up the blotting slack. This was satisfactory for soveral years,
until the paper industry as a uhole took a gigantie stop from the Horth to the
‘Sonih. sinilar to the massive move of the textile industry, The old Northern
mills wore becoming beset by antiquity, & shortage of row materials, and labor
problem in general, - |

As with the toxtile industry, lebor was cheap and plentiful in the
South,- The pine tree as 8 raw wmaterial covored vast acresge. The mills buflt
in the South for the most part contalved large, high speed kraft wachines,
They made a lot of kraft puper and they could scll it chesp, The old, small
mill tn'thia- area had its back to the wall whon depending upon kraft, "1n the
late 1940's Hollywood mfm. making only blotting and kraft, was on the vérge

of hoing olosed, Blotting profits were not enough to offset the kraft losses,
and the mill was finally shutdown in 1949, for a period of several months,
Coupled to the mill Ioaees was the lack of capital expansion, which had
staregad boing diverted to the fim' Halifax operation. This was not long
before tho sddition of the #3 yaper.mchine. a 56,000,000 capital item in
itsolf, plus peeded expansion at the Halifax _pul’p oill, Purthormore, the
damage resulting from an explosion which occurred at knouywood in 1942 had
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never been fully repaired. Failure to plan for the future ovor the years had
also resulted iu a hodge-podge of buildings within & building, with iundequate,
elovator cupacity, and poor matorisls handling facilities in qgnernl.

;‘In early }950 the mill and its equipment were actually put on the
market, and several prospective buyers made a veview of this offer in the
light of how the mil) would £4¢ into their scope of oporations, Bofore a
sale was consumated, however, top management reviewed the aill's potential
in the specialty paper field, and withdfew the éfte:'banad.upoa their
£indingss Thig was done and a slow, somewhat faltering ciart~up was made,
fiigh grade‘lpe&inlty products wore added to the line, plus speclalty krafts,
and blotting and standard krafts were kept on a annziuaing'baszs. In 1950

the mill was rum on a five day, two ghift (somstimos one) basis, Today the
will operates around the clock, 7 days a wosk, Normally there ure 360

- operating deys per year, the other five being downtime for maintenauce of

' "ETEajor nature, plus a one-and-a-balf day shut-down for Christmas, This

Christmas shut-down is the only timekin.which no work of soy kind is belng

performed, Routine and repototive wmaintenance is performed during daily

operatiang,

The prime reason for the Hill's ébility to rus on a full time basis
is tho additlon of the aforoc-mentioned specialty grades to the product lize,
A very rough break-down of the product mix at preséut iss |

Blotting - 254

feafe - 25%
Specinlties- 50%
100%

Actually several hundred grades are incorporated in the above broad
categories. This prosents a very difficult problem in cost omalyois, as we

shall lateyr sce,
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As runnlnﬂ time increased during the 1950's, so did capacity'aud profits,
both on an overall and per unit basis, Hanagement started putting earnings baak
into the plant, both on a major and minor basis, Due to the run-down condition
of the plant in 195é a lot still remains to be done, but the mllivis now fully
considered a major produoing unit of the company, and has spread its nawe through
its wide variety of products. Although Nollywood 18 o somewhot smaller wnit
relatively speaking, its products are sold $n a much more varied market than
that of the larger units. ' |

The following limited 1ist will give an indication of theso eapital
!mprovbuents. all taking place since 1950, and the uajo:ity siueeVIQSS:

| Appr Cost
. New 01 = Fired Poer Plant - ~ $130,000
T New Masonry Building, Machine Boom | 30.600
New Hasonry Pulp Storage Building (Three Stories) 50,000
Strengthening of most floors 15,000
Addition of suction pross 5,000
lncreasedrdryxng eapacity - : 5,000
Partially rechuilt Fourdrinior section, Paper Machine . 12,000
New White Water Tank . . 10,000
Hateriols llandling - Addition of 1ift trucks, . 20,000
rebuilding of some olevators
New Office 8co
Replacoment of various pumps, rolls, ete, 25,000
Removal of old equipment for storage - | 5,000

Deator, Re-tinder, ete,
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Due to tho above additions, plus many others, the Will is now 8 com
bination of the old end the now, Capital addiai:;na are now out-stripping
ohsolegcence, particularly in the sanufacturing sreas, and to a lessor extent in
the M11%s converting deportmonts.

Annual salos now run at a rate of about 52,500,000, resulting in a net
profit of about 13,5% This profit, incidentally, has risen, to this point from
tho break-oven point ahout 5 years ago, [Mill supervision s unow given a great
deal of leniency in *ealling the shots” on operations, primarily due to the
overall improvement shown,

- Puring this samo time period (1950-1960) the total nucher of people on
the nfll pay roll was a&out halved. Today thore are 57 employoes ongaged in
paperoaking ond associated functions, This numbor does not inolude, of course,
the various supporting groups such as mim.enaﬁce. quality control, storeroom
perconnel, and the sccurity force. The overall function can probably be bost
described with tho use of an organization chart, and a brief description of the
duties of oach unit,

Paper !ciakiz_‘gg Group Hanager
'

Mill Superinteadent

-2l Clork
N ' s -

[ ]
Toch, Supt. Ass’te Supt, Ein, Foreman Enamol Foroman
' ' ' 5 Pmployces
1713 Employoes ¢ o Shipping Forcaan
Yard Beaters

5 tmployees 104 Pmployses 12 Pmployoes

Total: 57 ‘
Supervision - 6

Clerical - 1
Hourly - 50
%Cost data for Hollywood Mi11 is based on actual data, but factored, &0 as not to

reveal confidontial informatfon, All costs prosented for follywood will be
hypothetical, whercas overall company cost data is prescntod as is,
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Management - #ill Superintondont is vesponsible for overall operations, and roports
to paper making Group Hanager, who is also responsible for Brown®s Island, Hill
Clork normally works a 5'% day week, and performs clerical duties as assigned by the

Superintondent,

arintondont - In charge of puper making. IHis orcws are responsible

for conversion of pulp furnish and additives fnto paper. Thers are £ive mea on
each crese. workiuq on a 40 hour per week basis. Since this means that 33 men are
neeéec! for each job on a full 168 hour week, & tntal of 174 are needed, the 1/2
man being split between paper making and the full time quality coatrol laboratory,
mmm - This suporvisor has two groups under his supervision,
and is c!iérgéd with the movement of raw materials from receiving to papoer making,
or stock preparation, . The yard cm:‘ﬁ 5 employeus work onm a 6 day 40 hour weel,
afx;\handle all fncoming materials, ;:y either rail or truck, The beater rm' has
3 men por sbift on a 40 hour weehy similar to the papor making group their mra'
1/2 van sponas 5% of his time in the Finfshing Departmont, - The boator group is

responsiblo for loading the beators with the necessary pulps, water, dyes and
additives.

1 and Shipping - This foreman has one assistanty his twelvo mon are

rosponsible for all necossary £inishing and shipping of all finished goods.
Assisgtance is given ’zhn yard crew on receiving incoming matorials when time
permits, This crew is on a 40 hour por week day work basis, *

Engmol Foreman - In charge of S employees on a 40 hour per week day - work basls.
This group has tho basic funoction of lominating blotting paper to book papor aund
fomii)g our oid fomilior desk blottors, .-Thig was onco g very large operation, "
Today this only occupios about 5G3 of their time, the A’ra‘minder being devoted to
acting in a capooity as o secondary finishing oporation, -There is & small amount
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of timo used for making embossed blotting, :
To furthor elarify mill operations we will list the job olassifications

(hourly roll) and mafor pieces of equipmont cesociated with cach group.

Machine Room foyrly Eoto
Fmployoes Hochine Tenders 4 $ 2,10
Back Tenders 3 1.94
Jrd Nands 4 v 1,72
| - 4th Nands - 3 1,633
VY 5th llands 3} 1 .63
 Equipment One 00" trim fourdeinior paper machine, One guction

press, one flat pregs, 24 - 36" steam dryers, 4 - 40" felt dryers, One S nip
calondor pross, one 5 spool reel: C(ne mochino windor, ono mashine eutter. Ono
anre cuttor. 051 fired hoilor, stcam turbine, Ono 1ift truck, Conventional
ouxiliary equipment, such as jordans (3). machino, heator and white water chests,

plotforn scales and necessary Foxboro contrel davicos,

Beator Room | Hourly Ratg
Employces Beatcrmen 4 $ 1,72
Punpers 3 1,63
Rolpers ¥ 1,56
- Equipment Three 900 pound floor besters, Hollander type.

Nocogsary stook }ines, blonder ehosts and control dovices, Large areas for
pulp, dye, and additive storage, Scalos for dyos, additives,

%A1l employcos on a 40 bour weok ore paid for 52 hours, Fmployecs on shift
work aro paid a differontial of $.04 per hour fovr the sccond shift and $,00
for the third shift.



Equipment
large platforn scales, auwxiliary wrapping equipmeat, ono dummy hoist, ono

Page 10

. fourly Ratg
ne-essndamﬁ 2 $ 1,694
Teiomors 3 1,633
Finishors 2 1,56
Shippors 4 1,634
Truok Deivor 1 1.59

Cno Camovon rowinder, one Soybold tricxor, ono

over-the-road trucl, large arcas for tho storago of finighed and somi-finished

paper, 4 loading points,

Yard
Frployocs

Rquipmont

Pourly Rate
JLife truchk drivor 1 $1.62
Load man 1 .62
olpers 3 1.56

Ono Soavy duty 1ift truck, two elostrio work savers,

- thres large elevatora, ono pmtfam scoles, Large ariegs for tho storoge of various
grados of pulp and broke,

Fmployecs .

Equipment

- Pastor opozator 1 $1.2,2
%wtai Cporator 1 1.66%
Teiomor Kan } S 1,664
Finishor 1 1.70%
Bandor A 1,554

One paster machino, one shoeter, one trimmor, two

cubossing machines, Counting and packaging tables and necessary suxiliary

‘oquipmont,
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The foregoing should give us o fairly composite picture of mill functions
and oporations, with the eveeptions of a fow ossontiol vital statisties, shich wo
will dotail bolow, It ghould be noted that the organization as used and that
dotatlod by compuny managenent are at varianco where folt nocessary by will
managenent, “Thig point is truo in most industrial organizations !m boars
ropooting. |
Vitol Hill Statistios:

Tonnage capaoitics, por 24 hour day - varles froo 20,000% to 75,0600%
dopending upon grades and product mis,

- Tonnago capacitios, por 168 bour weok - agais varfes due to mix, but
will noronlly fluctuate betuween 230,000% and 375,000%, _
< Shipping copacities, samo oo manufocturing capacity. Conm vary almost
 ony percontage betwoen truck 'm! rail akipéienta. '

Finishing Capacity - 93,000% per woek on 8 normnl product mix,

Enamol Capasity - 40,0003 por wool ‘

The reader should now be versed encugh in company backgreund and basie
mill oporations for a prescntation of prosent, changing and proposod cost sontrols,
Theso ol bo ptcaented i our not chaptor on an as-is basis, meoning thot wo are
not using thom in conjunotion with the over changing eapital additlon strusture,

Following are tuo sketohos showing tho layout of tho main, or machine
' room floor, The Hill axtends ono £loor bolow and two ghove this plan vicw.
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Chaptor 111
BUDGEITD COSTS AND TE PROFIT AND 10SS STATEMINT; ESTABLISHY

. Although Mill Suporvision receives many publishod statements from
the Finaneial Department regarding costs, three are of prime importance, as
£ollowas ' |

1, Period Cost Statomont - Actual versus planned costs.

2, Woekly Profit and Loss Statemont -~ Based on not

production.

3., Poriod Profit and Loss Statemont - Dased on not sales,

As with most accounting data, those records ave for the large part
historical and iosucd aftor the faet. Although such records are normally
no critorion of what future performances should bo, saoild records do furnish
a“good steering point and holp chart the future course of aotion,!

Thero are a numbor of supporting documents, of lessor ovorall
value, but nocessary to proscat tho whole picture. Among these are the
following: |

1. Comparison of Reported and Computed Production -

by period. '
2. Demurrago Costs,
3. Custumér Complaint Costs - Exprossod fu dollars

_and percontage of gross sales.

1. Benrici, Stanley B., Standard Costs for Hamufasturing (Second
Edition, MoGraw-liill Book Co., Inc., New York, 1953), p. 109
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4,. Status ~ Capital additions.

5; Division Profit and Loss Statement,

The ahove is merely s sampling and intended only to portray that
the répo:,uag wothod can be considered somewhat complete, Ko attenpi will
be wade to present these supporting doscuments, hvweve:, since it is felt
they would not hasically add to the thesis content,

It shoald be montioped at this point tbai the Company and all of
its subsidiary divisious operate on a 13 period ycar, cach perlod covering
four weeks, Albemarle operates on a £iscal year, mmlif begioning around
the 1st of April and ending un approximately Harch 3lst.

It is the author®s intent to cover two bgsic toplos in this
chapter -~ The present gecountisg reporting method and the HMill Cost Control
'proﬁmar This contyol program, as sn#h, was begun sbout two years ago and
was and is designed for intermal (dill) costing, providing methods and checks

< Which wiil bast obt&iﬁ the desired goals of optioum prodﬁction and quality
which will, in the ionu run, maximize ptofits; Standard costs pﬁr go are
not utilized, but the basic concept is, namely, dotermining what costs should
be, for both itemized oxpense and inventory valuatioagf Part of tﬁe reason

for not using standard costg wholly is thair debatable nature, as regards
whother or not they are true castsé«‘ The secoud reason is the enormous
amount of work of a olerical mature involved 1n setting and keeping current
standard costs, The second reason can be considered somewhat debatable,
but we sro talking about a finite rather than a loose system, In one sense
of definition we do have @ sya’t.eg,of standard costs, which ore more nearly

~ "rule-of -thumb” guides than they are oxacting costs.

2. Ibidl. Pe He.
3. lbidng Pe 160,
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Budgeting as such is a fairly recent innovation within the conpany;
being put on a formalized basis only within the past five yearszv. The Budget
Department has increased in size and uscfulmess along with Albemarle, and the
ides of dynamic budgoting being used as a tool of control and planning for
uonagement use has been fuily utilized or an attempt made at full utilization,
| Beforo delving further into our present system we will presenst our
three control documents considered most important, coupled with necessary
dizcussion, The weekly Profit and Loss Statoment, it must bo remomberod, is
basod on production and not snles. This stotemont is based on production
since much of the stook tonnage made will not be sold for weeks or months
after the date of manufacture, The additional tbnnaga $3 sold as it $s made,
of course, Although Sales is theoretically responaible for profits, this
%%%i};lnlity is actually a joint venture due to production®s role in cost
This statement ig prepared by the aeeouneing Dopartment and issued genorally
< ghout a week uftor the week closes, the week running from 7300 A, B, to T:00
A. #. on Mondays., Huch of the tonnage produced, particularly that for stock
inventory, is not sold for weeks end months after being made. Consecuently
many prices estimated at tho time are later subject to tho variations ir the
market, which can and do fluctuate in either direction, In essence it can be
said that all weekly Profit and Loss Statoments, when summarized, will not
equal the yearly profit or loss, The tuo figures are fairly close, however,
due to compensating factors over the duration of a fiscal year, Basically
this statemont serves as & gulde for production wmanagement and the Salcs
Departament, Like any othor guch statement, its usefylness is limited to |
the skill and ability of tho exccutives who use it for contral purposcs‘?
By following tho statement week-by-week trends can be establighed, ospeoially
on thoge items which are repeated in manufacture at fairly reqular intervals,
4, Welsh, Glomn A., Budgoting: Profit.Planning and ,g,g;_:;q_l_,. (Prentice«ﬁau.
Inc., 1957) p. V.
S. Henriel, op., oit., p, 105,
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The v:eak presonted can be eansidared typical. Befora presemazson
several points shouid fully elerify all data shmm.

Cuantity - Mot poundage ofter all waste.
Cogt of Pinishing - Shown only for itoms subjeot to further operations

after manufacture, such as rowinding or triuming,

Conversion Cost Per Ton - Cost required to convort raw materials to
finishod poper, excluding cost of raw matorial,

Data prosented on this statoment is obtoined from various M1l

and Soles rocords.



HOLLYWOOD MILL
PROFIT BY PRODUCTS AND CUSTOMERS
". For the Week Ending April 17,1960

Lot
Customerx Number Product
ji Cominion Paper 4478 80% Kraft Drawing
guicl Department 4479 428, 103% White Rolls
§:. and Orders 4430 100-1208 White Verigood
finel Depar:ment 4431 423-103%# Pink Rolls ,
o °. Andrews 4482 1008 Lt. Greea Verigood
N« Paper Company 4483 100# Dk. Gray Verigood
10, Harris Company 4434 80% Dk. Blue Verigood
. 4485 100% Choc. Verigood
gmcnd Bag 4486 80# Brown Crepe
j: ‘roducts 4487  155-180-430% Brown Gasket
gooard Mig. 4483 70% Nat. Crepe Sack
toard MIg. 4489 $50% White Kraft Sack
3. 1. Printng
bsard  Mfg. 4490 50# No. 5 Yellow Sack
B. 1. Printing .
Printing 4491 60 Alb. Green Wrp.

Total
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Total Profit Proiic Total Ceuvereion
Sales Value Sales Tctal  or (Loss) or(Loss) Cost of Cosat
Quantity _per cwt, Value  Cost Per Ton Total Finishing Per Ton
43 600 $ 14.60 $6374 $ 6618 $(11.20) $(244) $1 308 $ 85.37
36 710 13.00 4 772 4003 41,90 769 =0 48.38
18 153 16.17 2 934 2 382 60.82 352 545 48.26
4775 13.51 645 546  33.08 79 =0- 53.60
12 237 12,97 1 587 1 629 (6.88) ( 42) 367 49.53
9 957 17,73 1 765 1 463 60.67 302 299 49.22
2 633 8.75 230 410 (136.47) ( 130) 79 62.17
8 924 16.00 1428 1235 43.25 153 268 56.25
8 565 14.72 1 261 1 354 (21.71) (93) 218 83.49
33 087 12,96 4 936 4 261 35.44 675 979 77.19
53 415 11.00 5 876 4374 56.24 1 502 - 3.7
33 850 12,75 4 316 3 664  38.52 652 -0~ 65.47
41 825 14,25 5 960 4460 71.74 1 500 -0 72,83
3 125 8.25 253 293 (22.41) (39) =0- _78.10
315 858 $42 342 836 712 $ 35.65 $5 630 $3 954
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The second major statement that we gre concoerned with is our porfod
profit and loss rocapitulation, It will be noted that this is not broken down
by product and is not in great datail.r 1t does, howover, reveal our not meom
(Before Taxes) for a four weok pericd, based on net sales. Both pericd and
cumulative yoar-to-dato figures are showny this statoment is normally eomploted
and rolensed sbout two weeks ofter tho period closes. Since there is no
noticesblo scasonal trend the ono detniled can be considored typical. The only
noticoablo exceptions are the two poriods in which the maintenance and Christmas
shut-douna occur (Cotober and Pocembor)., In those two periods tho naturel

‘tendonoies are towards higher ensts, coupled with lower production and profits.

lo Mill Profit and Los
For Poriod Ending Sopte 8,.1%

Total Cost  Per Ton Cost
Net Sales $ 155,980 § 04
Cogt of Sales 129,699 245
Gross Profit $ 26,201 $ 50
Expenses e 32199 ~11
Not Frofits _ $ 20,402 $ 39
% Profit on Not Sales 13,13
| Apri S r 10 0 € ive
Net Sales $ 091,206 ¢ 271
Cost_of Sales | ST 2%
Gross Frofit $ 114,249 $ 8
Net Profit $ 83,48 & 25
4 Profit on Not Sales ‘ 2.4%

" Source: follywood Mill Period Profit and Loss Stotements
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The preceding statement, figures therein and captions are obviously
| séxf-explanatory. Such a summarized Profit and Loss Statement loses a great
deal of its effect since the aspects of the product mix sre lost, This effect
1z not loportant im our large single product kraft mills but does bocome
misconstrued in our specialty operation. It is hoped that the noar future
will find this rectified with tho addition of a product break-down to the
Hollywood statemont. |

Our third major stotemmt, and most importast as well as most
useful for Hill oporations, is the Period Cost Stotement. For our purposes
we will detail only tvo segments of this statement -~ paper mill operctions
and paper mill statistics,

The following documents are also avallable, howover:

1, Pinighing Costs ‘ ‘

2, Coating (Enmamoling) Costs

3. Cénting Statistics

4o Auto and Truek Costs (Burden Distribution)

5. Power Flant Costs

6. foway Plant Statistics

e Shippi'ng Costs .

8. Durden Costs (Over Head mszributinb),

9. Teohnical Divigion Costs (Burdem Distribution)

Wo will first presest a typicel pericd statement as regards poper
will operstions and statistics, bofore showlng any wecessary enalysis.



PAPER MILL OPFRATING STATEMINT, PERIOD ENDING JUNE

Total Cost
Jtom Actual  Planned
erigls:
flalifax Pulp 519,174 522,346
Other Pulp 33,628 33,116
Hill Broke 6,664 034
Cotton Linters 4,404 6,502
Mige, Chenicals 237 369
Colors, Sizes 7,020 5,631
Alum, Clay 1,147 9
Finishing Materisls 324 470
Tota) Haterialg: $73,058 $70,439
Conversion Cogtsy
Utilities & Clothing
Demurrage $ 100 & 13
City Yater, Steam 5,616 7,677
Eloctricity 3,447 3,233
Fires, Felts 12704 _ 1,704

Total Utilieies & Clothingt  $10,947 $12,829

Laboxs
Beater Room $ 4,539 $ 4,424
Hachine Room 6,560 7,000
Vacation, Taxes, Insurance 922 a7
Pulp Handling 026 . 1,329
Total Labor: § 12,657 513,09
Haintenancos
Repair Matorials $ 3,420 $ 2,400
Repair Labor 2,605 _ 2,720
Total Maintenances $ 6,113 § 5,126
tvorheads |
#i11 Burdon 510,930 $10,415
Paepreciation 694 643
Exporimontal Costs - [(3))

Total Overhoad:

Total Conversionas
Zotgl Costss

$11,624 $11,095
$ 41,341 842,140
$114,401 $112,599

Sources 'ﬁollywood Hill Poriod Cost Statomonts

For Ton Cost

Aotual FPlannod
$ 33,06 $ 38,53
57,36 57.10
11.49 1,61
7.59 11,33
.41 07
13,50 2.7
1.98 1.7

+ 58 281
$125,97 3121.49
$ JAT 8§ .23
9.60 13.23
5.94 - 5,57
4,07 4,07

$10.88 $ 22,12

$ 7.635 7.63

11.31 12,07
160 1,92
1.00 .95

$ 21.02 § 22,57

$ 5,91 $§ 4,14
463 __4,70

$ 10,54 § 6.04

$ 18,83
1,20

$17.96
1.11

~ $:.00)

$ 20,04 $ 19,13

$ 71,20 %zg,@
$197026 wl‘)d.lﬁ
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$ 30,54
66,56
7.40
9,96

11.04
1.94.
$128,99
$ .1

10.¢4
5,34

$ 10,54

$§ 7.63
11,52
2,05

$ 21,77



Page 30

PAPTR NILL OPFRATING STATISTICS, PTRIOD ENDING JUNE 27, 1960

' Period "~ Year-To-Date
Produetion Actusl  Plamned  Actual  Elganed
Paper Produced - Tons 580 546 1,170 1,097
Oporating Fours 672 672 1,344 1,344
Production Per Cperating lour 06 T, 01 7 L7 T, 01 T,
Lost oo lours 60,3 60 123.1 120
Productive Hoursg 611.5 612 1,220.5 1,224
Froduction Por Productive lour 95 T, 9 T, % T, 9T,
Oporating Cost Per Operating Hour £61.50 . $ 60.46
Operating Cost Per Running Dour £67.63 $ 66,58
Fibre Loss 6.01% 6% T.5% 6%

tarial Usage
Por Ton
" Poriod Yoar-To-Date
Used Avg, Price Actunl Planned Astusl Plonn
<
- Gther Pulp 247.6 134,39 43 W44 «30 44
f1i11 Broko 63,9 83.10 14 .03 .16 .03
Linters lﬁ. 9 234, 17 03 cﬁs . 04 005
Labor Han Hoyrs
Avg, Hrly, Period Yoar-To-Date
—Date " Actual  Flanned  Actual  Elanmed
Rogter Room $ 1.74 2,609 2,524 5,140 5,060
Hachine Rooa 1.96 3,345 3,550 6,040 7.0%0
Pulp Dandliog 1.70 367 325 704 651
Utilities P
Pertod Yoar-To-Date
Osed  Avg, Cost  Actual  Planmed  Actual  Flonsed
City kator
(1000 Gals.) 3,7¢0 $ 14 $6,38 $10,61 $8,2T $ 10,64
Stecam .
Electricity :
(1000 R} 261 13.60 41 47 «46 +40

Sourcot Hollywood Bill Period Cost Statement
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The planned costs shoun on page 29 sre mot actually standard costs,
but are rather merely the total estimated usage or consumption for the entire
year, divided by 13 to obtain the period costs. Inventory valuation, derived
fron these actual costs, would probably be better evaluated on the predicted
sales prices, which are normally very close, or at least oo prices loss
prétit. This is sdaittedly a weak point of the Operating Statement, The
primary reagon for some of the variances between planned and actual isg the
radical salos mix, This mix is estimated very well for the year, but
somatimos £luctuates violently on a poriod basis, This i8 particularly
troe of Utilities, as shown on page 30, FKater, steam and electricity
consumption vary considerably with tho type of tonnage bglug run,.
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' These two statemonts aro of courso somcwhat typieal of budgoted data -
Yach cost sheot backed up by a summary of oporating statistics, Basically
] zémlacion of tho fiscal yoar's operating budget is begun about two months
bofora the f£irst day of the year, i, o, start proparation on February 1 for
April 1. The Dudget Departmeat furnishos the various work sheots to tho Plant
Superintendent, coupled with the Salos Department annual forocast. This fore-
cast, incideatally, is broken down by products but mnot by periods, The Plant
Snperlntandent works with the Serviee Hanmagor, accounting and budgéting in
preparing ostimates for the coming year, basod on the sales forcenst. Yeor-
to-date costs and ¢osts of previcus years are used as historieal guides, eoupled
with what knowledgo there is of changes to be made In the fortheoning year, such
as mojor piecos of capital oquipment which could change the production rate,
< The Plant Superintendent, working with his oporating suporvisicn,
attompts to complete the budget sbout two weoks beforo the begiuning of the
fiscal yoar. It is then subjest to review and appfoval of the papor mating
'Grcup fs!anager. biv!aion Managor and Budgoet Pirector boefore boing put into
effect, Tho aystom. mzieh as previously montioned has been in use only a
i‘ew yoars, has been justified by its groat service to mnagomnt.6 The three
bastc control objoctives of performance, coordination and loss minimumization
are being bottor mot 88 timo ond action progrese..? Thore 18 a eonstant offort
~ boing made to sot up and improve the various accounts, as regards their
relation to monagorianl rosponsibility., This is particularly true as it pertains

: 8
to the burden accounts,

6. Welsch, op. oit., pe O
7. Ibid., pe %
3. Ibid.. pu 25.
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Fvory attempt is made in budgot formulation to brinﬁ,al»l leveols of
supervision “into the agect®, from Division Hanagor to £irst line fofemen. :
This attitude has probably beon the largest single factor in any succoss that
has resnlted.m By the same token thero is an incronsing tendenoy for each
supervisor coneerned to receive a copy of _n_!_;_ bhudgoted data portaining to his

department, u

The budget as set is not an inflexiblo one, and can be changed during
the yeor to refleot wage changes, changes in suporvisory sulories, and othor
such costs that it is realized may occur but are diffieult to eatimto.m

Puring the course of tho year variance roports, roeflecting major
g!fforences between actual and planned costs, are submuéd by the Budgot
Department to Mill Supervision. Such reports aore becoming less froguent,
not necessarily because of elogsor andherence to plamned costs, but becsuse
supervision itself now hag more kuow-how as to how to conform when costs
fluctuato, 1 ftobably @ botter statement would be that all variances are

incorporated into & single period report, handled in a concise manner,
rather than in many 10&5& variance reports, This wmannoer of reporting is

now a credit to both Budgeting and operating supervision,

9, Sord, Burnard, N, and Glon A, ¥elseh, Businogs Budgeting - A
Survoy of Managemont Planning and thrq}_ Practices (Comroller«»
ship Foundation, Inc., 1958) p. 30,

10. Ibido' pq 1079 ‘

llq Ibdeg Pe 115.

l?... Ibidoc po 2?00

13, fonricl, op. eit., p. 162,
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There is one major difficnlty with our oporating Bndgat 0§ now used,
howover, Thie is the fact that tho tremendous product mix mnzifaetured is not,
or vory poorly reflected in cost dats, While not needed in o large kraft mill
making ono or several standard products, it becomos almost o swst in the
specialty mill, which can bo considered the *job 1ot shop™ of the industry,
Literally hundreds of varying products are made at Mollywood Hill, with almost
as much variation in costs and profits, Such a ssles mixture is desirable in
thié case, but monagemont should know its oxact offect on the profit and loss
atatement.m

At this point wo csn recapitulate on tho previous chaptors and
material bofore delving into our basie proposals, Ye lmve reviewed Albemarle
b?st.ory from a broad porspective, Hollywood 1111 from a specific one. The
roader éhould nouw bo somowhat familiar with the Mill, its organization, its
aios and its cost structuro. Both strong points and weak links have been
:wte& in our budgeting and eosting proceduros.

3_1:9 remainder, and major part of the thesis, will bo devoted to
the interual cost control and budgoting system, efther ‘recm;zly put into
offoct or boeing installed, or that which is proposed, This program hasg been
originated and installed (Or being instelled) by tho Hollywood H111 Superin-
teadont (Thesis guthor) with the nssistance of his staff, The need for the
various proposals or installations will be dotalled s caeh is described.

Tho prograzm in its entirety will bo summarized in the £inal chapter, [ -

The foregoing is not meant to intend that part of the foregoing part af the
thosis §s not original in scope -~ it is -- It ig only intended to separate
partial £rom complote origiunlity, adnittodly a difi’iéult boundory to estsbiish,

14, Rautenstrouch, Walter and Raymond Villers, Budqotary Control
(Funk and Gagnalls Company, Now York, 1950), p. 165.
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A wny magt be found to reflect both ¢osts and profit by produoct,
and roflect both correctly in thelr rospective statements, As a consoguence,
ouf thinking is directed along a basic throe-pronged attack:

- 1. Establighmont of proper controls,
2. Budgot all produets on an individual or
grouping basig. valcsusly' Item 1 must
be established, or in tho process, hefore
Itom 2 can have moaning,
3. Incorporate product budgeting into cost
statomonts and profit and loss statemonts,
< ¥o will begin our planning in logieal soquence, starting with
Iten #1, | Throughout we will keep in mind the control purposes of
standardiaing, comparing, £inding the variance, and correcting it, in
essenco. 13 | -

The #arioxw controls which will be described and dotailed are not
necessarily dosigned to control oue area of cost in most cascs. Rather thoy
are intondod to assist im the overall gonl of producing a lot of quality
paper and sell it at a profit, It is olso to be rememhored that the varlous
forms in ugo are not an end in themsolves, but are uscd bnly to the oxtent
that thoy susceed in increasing tonnage and roducing costs, MHany oihera
have heen tried and found wanting, but the omes that remain have wot this
tost, Stondards as sot have been put fu on a picco-moal basis, and sueh is

still done, rathor than attempting to completo any set bofore attempting

15, Heckert, V, Brooks and James D, Willgon, Busincss Budgoting
and Control, (Second Fdition, The Ronald Press Co,, Now
!0’&; 195‘5 pQ 119
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their una%b This is desirable since thoy are at best in a constant state of
flux due to changing conditions and methods,

All controls shown have been put into effect in approximately the past
two yearsy this process is contipuous and the work will proceed into the future,
It wust be understood, however, that at progent the bulk of the initial work bas
hoen completed and future wori will consist largely of modifying and keepiug up~
to-date thet already in use.

A New Concept-Cost Control

Schedulingr |
Pormerly the Hill production schedules were largely determined by

the Sales Departmenty Naturally Sales thinking is based primarily on the basic
gonl of meeting shipping dates and the customors required delivery. Such a
scheduling mothod was satisfactory for our large kraft qachines. where orders
<rarely changed in basic make-up, but such e method was of little nse in the
specialty mill, This method was largely allowed to remain as is at Hollywood
for a long while mersly because the difference was sot noted or thought to be
of consoquence, admittedly d¢ a rash but true gtatement, This is good unto
itself, but other factors must bho considered, among them:
1. Availability of pulp snd other raw materials.
Sinece wo are delving into specialty products,
a large amount of raw materials must be kept
on inveatory with relation to production,
2, Logical soquence on the paper machine, This
sequence is primarily directed towards reducing
overtime and §8 sccomplished by combining siuilar
products and color runs,
3. Tie-in of paper machine schedule with finishing
schedule. This is only apropos, of course, whon

finishing 1s nocessary, since somo products are
shipped direct,
16. Hﬁnr‘Ci' 0p, 0!‘0. Pe 147'
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4, Need for stock inventory., Hany customer
gshipments can be made along with necded
stock inventory. A large inventory is
walntained largely for blotting shipmonts.
Although total blotting sales are large,
most orders consist of from 1007 to 10007,
1@03:&&1@ to make as such esonomically on
the paper machine, |
As a raesult of the above a bi-woekly meeting is pow hold aiced
at meoting all of the above goals, This is attendod by the M1l Sales
Coordinator, Mill Superintendent, ‘rechnieal and Assistant Suporintondents,
< and the'Finishinq Foveman: Chaungos and additions are wade as required and
the schedule §s put into effoct, as shown, The stook esction consists of
seeded inventory that will bo slotted into the schedule when a logical

Spot ooCuUXS,



HOLLYWOOD MILL

PAPER MACHINE SCHEDULE

Beginning Date: 1/1/61

- Order
nnage Product Customer Number
000 T0*® Natural Crope Roymond, Stock 1
Lcc0 | 50% vhite Sack Scaboard 1260
GO0 100, 120% ¥hite V., G. Stock -
000 83% Lt, Blue Rolls Fnamol Dopt. -
GO0 160® Lt, Blue ¥V, G, J, B. Harris 812
00 12¢* Dark Blue V. G, Stoek -
o0 Woss Green V, G. Gen, Service Admin. 1310
(0 50% Red Cover Carter-Rice 1110
000 80% Red Crope Stock -
wo | 1107 Black Crepe Arkoll 1060
L <

TOCK:

lage . Product Department

o 100% Capary V. G. Finighing

o 200° Choo, Embossing Enamoling

(0 | 63* Pink Rolls Eosnol ing

(0 | 100® White World Blotting Finlsbing
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As a second step a Finishing schedule, consisting of rewinding and
trimming orders, is published wookly, Since wo kaow that we ean produce
about 1,C00% por operating hour on each triwning aud rouinding, based oo an
average product mix, tho schedule is sot up accovdingly. Approximately
40,006% ean be mado with each unit, as montioned nbove More will result
in ovortime, loss in scheduling the employces on odd Jobs or ‘layiag them
off,

This schedule is gsomowhat of a follow-up on the paper mochine
schodule, excopt that some items can be drawn from semi-finishod goods
already in fnventory. It is mode up by a combination of tho thinking
and requircments of Sales and Hil) Fiaishing snpervisioq.
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Rewinding and Tr

’3‘}5}}&9 Schedule Fage 39

. H()gge

REWINDING
CUSTOMER PRODUCT ORDER_NO. QUANTITY
Haymond 90% Crope 1630 20,000
Cont, Can Hatrix 1040 15,800
American Flongo Batyin &7 5,000
Scaboard 768 Crope 5le G,000
|Printing Blua Crope Stook 5,000
TOTAL__ 38,000
TRIMMING
CUSTOMER _ PRODUCT ORDER NO, QUANTITY
White
G, 2. 0, 5183%@ g0 15,000
Shitakor Wrapping 620 1a, 000
Eiie-
Eillhour Backing 1115 18,0600
Pintahing Blotting Stock 5,600
Hiits .
pitto Blotting 861 1,000
TOTAL___ 46.4€8
Copies to: W, Oakes
M. Powell
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Production Tronds
A geries of production trends tefleatiég various data on the
paper machine operation is kept by the Hill Cloxk in report form, and
diatributed to all production suporvision, 7This report considors only
very significant itoms and is mot in greai dotail, necossary dotail belng
refloctod fa the cost statement. |
By the use and interpretation of it, howover, harmful or poor
tronds can be quickly fnvestigated, Tho information is éasily grnpheq
and portrays at & quick glanco mujor oporations, This, like other
controls tabulated, is primarily intendod for intornal use, where
corrections can be made ot the source, before gotting out of line,
< ~ Two examples should suffice to explais the use of tbéae
trends, which are actually put into graphical and tabular form and compared
period by period, Average erdér length, for instances, varies inversely
with costg - If it clichs it should tend to reduce our total marufacturing
tosts, Fibre loss varies diveotly with costs -« A reduction in this loss
should tend to reduce our easts, Data on this trend‘aheet rarely appears

in other reports, and never accumulated ag we have done here,
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1, Tonsnage Produced 602,5
2, Aversge basis woight 156,08
S. Aversge order length 16,993
4, Doun time hours
8., Wire change 4,17
b, | Before or aftor wire
change 0
¢. Grease ups 2.50
d. Hiscollanoous 4.00
¢, Change product, - ,
‘ wash ups 31.08
£, Felt change | 1,33
g Equipmont failuros ' 5,67 (D
Total Doun Time - 54,04
% Down Time 8.,3%
S. FPibre loss 6.6%
6. Avorago papor machine spoed '105,9
7. Total hroke 106,779
Broke 8 ¥ of gross R

8. Han-hours per ton
- By hours worked 13.9
By hours paid 15.4
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Converting Ironds
A wookly roport is submitted by caeh of the Mill's two converting

dopartmonts, Finishing and Shipping, and Coating, to the Mill Suporintendent,

Thoso roports contain baazcaily all of the production operations that took

ploce in tho respeotive dopartments during the weok, and ore issued immediately

follouing the woek's close,
~ Hony trends can be ostablished, followod, and corrected if nocessary,

by their use, Among these aros

1.
2e
3.

4.

S

Production loads on oquipment,

Methods of packaginge

Fagto - Normal or Abnormol?

Han power - Satisfactory, or too little
or too much?

Shipping ~ Balanced botuween truoting and
rail, or tonding to go in one diresction?

Both reports, which follow, are eonsiderod self-explanatory.’

A knowledge of machine production cspabilitios serves as a gauge

of weekly tresds, For example, on a normal product mix wo should obtalnm 1000%

per hour, or 40,000% per weck ou our Langston (Bewinder). A variation froa

‘this moans one of several things,~- Poor efficienmcy (Or good), lack of

' orders, or a large order back-log, In any event Yeasons for these variations

are known, closoly followed, and corrective setfon takem whon and if weeded,
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HOLLYWOOD MILL

Finishing and Shipping Production Report

W E.___1/20/61

Finishing
Langston Cameron Trimmer IQT%{al frbké % Broké
6,320 Down 8,110 +A10 310 16
6,395 12,665 19,660 3,015 o
4,660 13,755 D P81 ) 18]
4,475 11,000 15, 373 1,65 1
5,110 12,440 155%; 1.22% _ zi.;
w 7 J!S } [ hed ) ; .
29,260 B0, 000 (04,745 R 1o
‘Packaging
Wrap and Cap Cartons Bundles Pallets or Skids Total
6,980 8,160 Nono 12,400 ST, 400
6,390 : _ 16.533 Agg;?ﬁﬁ
12,400 8,100 U, 440 b3 ST
1,490 5,610 u 2.%3@ 15,700
M Ao 3-395 [ {} 21...9%
» 34,600 34,600
41.905 31,0605 »’ - 82,030 155,640
Shipping
Truck Car Total
LA, 083 l,i_g.rm
!9.% ; 9 L%
| Jﬁ.(b &lm lw‘%
11,441 ’ 114841
L8, 776 39,666 74,442
| 230,735 02,012 516,081




Mon.
Tues,
Wed,

Thurs.

Fri.
Sat,
Total

Mon.
Tues.
Wed.

Thurs,

Fri.
Sat,
Total

HOLLYWOOD NMILL
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Coating Department Production Report . W. E. 1/15/6}
Coating
Paster Sheeter Trimming __ Packing Brok or .
“Cped, s Foog | HTS Pred. | Hes Pred. | FAAS roke » Broke
8,100 8 8,100 8 | 16,260 8 1.000 3
N - 8,748 6 8,740 8 17,496 0 | 2,660 11
*
6,440 9 | 2,910 3 2,7 3 5,052 3 £80. 10
5,530 [ 9,558 [{] 19,116 8 _ 1,900 10
BT N - S A I I - XY A 5,400 9
Other Operations —
_ Trimeing Emhossing Sheeter . . .
Prod. Hours_ Prod. Hours Prod. Hours Packing Salvage
- | 95,380
810 | BI0 2 3,800
950 1 850 _2 16,560
SaU 1 010 2 5,040
: 4,850 ST
I I O N W & 30,370 M
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Machine Clothing

The most important attribute of a paper machine is the rate at
which it can dry or produce quality tonnage. Im its very simplest terms
paper making consists of adding, pereentage-wise, & lot of water to a
small amount of pulp, and then changing this by drying to a lot of paper
~and little water, From start to finish the essential ingredients are

Egggg Pulp Fibres

Raw Material 95% 5%

Finished Paper 5% 95%

Tﬁa Fourdrinier wire and the press and dryer felts transport
and help form the paper as it progresses from the paper machine head box
to the reel, Wires and felts are expensive, as is the cost of down time
for replacing them, Their most important factor, however, is not their
initial cost but their unit eost per pound or ton of paper.

Consequently we must strike s happy medium., Felts and wires
must be kept on the machine a reasonable length of time, but not so long
as to hamper the formation and drying rate of the paper. Desirable time
elements were set for this by going through records of past years, and
the time reduced until a happy medium waé struck, A schedule was
estab;ished. which is changed each time one of the units is changed,
rather than "guesstimating™, as had been done in tho past,

Since a paper machine is like a steel rolling mill in the sense
that it has not one machine, but a number of them in series, all units

cannot be changed at once; In fact the useful life of the units -veries.
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The following times woro oventually set as standardes

Hiro 35 !}aya
1st Fel£ 30 Days
2nd Folt 40 Pays
Top Dryer Felt 60 Days
Bottom Dryer Pelt | 70 Days

Days ostoblished are mot followed exsetly uhonevor other dovn-
tma\ is anticipazed; Poun time for the various units varies from onc half
to five hours. Units ere coshined with other units uhen the established
dates are closo, or are scheduled with other planned maintonance, 1In
other emrds, as many possible and nocossary changos are combined into

. ana, évury timo the papor wachine has to bo shut-down, the longest one

time boing sot as the liniting factor,

Pire gnd F 060
mm‘ Put On Change
wire 1/31/61 3/6/61
lat Folt 1/12/61  2/12/61
2ud Folt 1/29/61 3/9/61
Top Deyer Folt 1/3/61 3/3/61
Botton Dryor Felt 12/6/60 2/14/61

Supmary

e will continue our discussion of internal cost cootrol and
wothods In the noxt e!zapte:,_ It will be noted that swst of these controls
supplonont bagie cost anccounting rathor than supplant them, Fnrthegmrev
most ore directed at reducing conversion costs (30-40f of total) réthar

than material costs (60-707% of total) since oporating supervision has
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~only slight control over material costs, which are primarily dictated by the
Sales miz, Uore will be said sbout this facet later,

Internal controls ave not nmecossarily sclected in tho order of
their significance in thesa chapters, but rather in thoir manner of need or

logical use, since gll are on a contimuing basis,
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Chapter IV

In this chapter wo will contimue our study of supplmntary cost
control. begun in Chopter III.

The machine room and beater room, which 8s noted before nperata
- around the clock, have no salaried suporvision at night and over a lerge
part of zbé weekond., Tho machine tondor, top man on the hourly roll, uots
as a working group leador during those time poriods, Ue can and will call
cupefviaion whon needed, but uormally handlos oll phases of tho paper making
oporation hiuself, The boator man and his crow roport to the machine tender,
"as does the rest of the papor machine orew, |

A brief entry log has beon dovised and is kept, around the clogs:c.
On this the machine tenders rocord speeds, products rum, and any occurenmce
on their shift of an unusual nature, These would be such Stems as
wochanical failuros, variation in color or basis weight, oxcessive down timo,
and anything else that deters from the objective of producing as much high
quality tonnage as possiblo, The prime purposo of this log, of eourse, is
to keep u‘ running mcbrd of performanco, whother suporvision is prosent or
not, The ‘entries are reviewed cach day, for cohformca to produet speod
and corraction of mochanical or othor fallures, These sheets are kopt on
£ile and serve to present trends whom any piece of equipmont continually
ereates problens,

A ropresentative machine tenders loq follows., Note that zbére
are throo machine tendors making entriecs on this particular day, uhich is

normal,
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DATE: 1/20/61

HOLLYWOOD MACHINE TENDER'S LOG

TIME ‘PRODUCT ~ SPEED COMMENTS

0 AM §0% Sack 340 7-3 MT. M B.S.

0 » " Chock wet streaks in top dryer felt,

0 . " Beator chest stock pump sluggish and mot
puaping stock fast esough at 9:30

0 " -

0 » "

0 - ]

0 PN 60% Sack 320

0 L] ]

0 o ol 3-11 MT. _E, R T,

0 w " Had to send 500% of crepe back to beaters

* due to mixture with sack fibres,

0 - » .

0 80% Crepo 210

0 " »

0 » "

L » »

0__ 90* Crepe 170

0__ " ” 11 - 7 M.T. __Re He Py

0__ - Good run, Shut down at 6:30 to start
‘wksh~up shead of white crepe,

O\Al L ”

0 ” »

0 ] -

L »”

) " "

L ¥ash Up Macliine

| WO
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Inventory Conty

A very large ifuventory, in relation to production, is maintained in
the Hill at all times, Detween 500,000 and 1,0600,000% of finighed and semi-
finished paper is stocked, whereas 300,000% s considored a good production
wooke This stock is in addu!on to the direct shipments that are moving from
ttze paper machine overy day., Some of the stock 1s shipped as is, while other
is f.urt.her £inighed as to size, packing or other epeeiiicauons. depending
cmletely upon customor raquzrmms.

Host stock runs are handiled on the paper machine in conjunotion with
direst shipmonts, Large lots are due to dosirable sot-up costs, for we must
be able to sell the product at a price that can be met by our customers who
want an order of average size in the tuwre! Vory obviously our price sotting
should bo directed towards profit maximization in tho long as voll as tho short
run, Long zun profits depend in large part to our conu-nl ovor price, which
< in turn depend upon the cotspautive mruet? It is truo that it 1s difficult
to maximize both long end short rango profits, but we aim for this goal by
attempting to soll moro specialties and less Lraft on a continuing basis,

This means that wo are increasing our short rango profits and laying the ground
work for future long range profit potential,

' The compotitive market is taken into account originally whon the
sales forvecast is prepared prior to the budget period. With consideration

for the Mil1*s internal costs, it is fully realized that stock items, uhich
are price quoted ip o widely distributed market, must be at or bolow the

market price to gain aeeaptanoe?

1. Rautenstrauch, Waltor aml Raymond Villers, Budgotary Cantrol,
(Funk and Wagnalls Company, New York, 1950), p. 106,

2, Beisor, Herman Co,, Budgoting - Principles and Practice,
{The Ronald Press Company, New York, 1959}, pe 172.

3. Sord, Burnard li. and Glenn A, Welsch, Business Budgeging - A

Suryny of Hanagesent Planning and Control f_t_‘gcuces. (Controller-
ship Foundation, Inc., 1930), pe 132
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Approximately 260 different stock items sre carried, based on grade,
weight (basia) sige and color -~ Sections of three floors of the Mill plus a
Tredegar warshouse are nsod for this storage, Maximum tomnage per item
ranges from 5,0C0% to 45,0007, with Qany intermediate quantities in between,
The smount cmied per item depends upon the fouwlnq factors:
1. Space available, consistent with apnu for
other stock ftems,
2. Hinioum quantity, depending upon type, but
1argely deterained by low danger p&!at
garnered from past experience, |
3. Does item have any seasoun} trend? A few
do, such as heavy usage of crepe tape duﬁng
the spring "pick-up™ of fertilizer manu-
facturers,
Based on the shove kmowledge a compilation of stock movement in
- pounds, item by item, has been sot up., This information is gathered from
Sales records by period, and retained as & Hill docusment, being reviewed
at the close of each period by Sales and Mill supervision., Fram this
record the following useful information and decisfons are mede:
1, When to discontinue an item - sales do not
warraast an faventory,
2, ¥hen to change inventory level, either up
or down, from movement tread,
3., Turnover of each jtom, rether than stock

a8 & whole,



4.

3.

Following is s sauwple of this data,

exampleo,-

Guides for determining space levels necessary
for each inventory item,

Avorage sizo of stock shipment, which helps
deterzine low "danger point™, This 1s
obtained by aeccnglatiaq total number of
shipments, when tomnage is picked up Lrom

sales invoices,

It s not futended to

presont the entire reoord, but merely to serve as an illustrative

Page 52
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Ho Sales - S
Buring Period Ended: Jan, 4 Feb, 1 Feb, 29
Product:
White ¥World ~ 1208 1,980 (5)* 3,120 (10) 3,240 (10)
Nat, Filtor - 025 ' 6,502 (4) 52,009 (D) 19,123 ( 5)
White Hatrix - .ggg ' 15,406 (2) 92,332 (2) 153574 ( J)
8c® ' 8co (1)
Khite Relimnce ~ BCR 8,000 ( 1) 280 (3
120% 3,90 ) 600 ¢ 4)
¥oss Groen Heliasnce -~ 100% 400 (1) . 400 € 1)
1208 ' 120 ( 2)
200* 400 (1) -
Crepe Tape ~ Natural - 70% 17,875 (3) 49,860 {( T} 71,251 (1D
o60= 25,923 (4) 22,544 ( 3) 37,285 ( 4)
908 36,688 (7) 48,004 (12) 19,426 ( 5)
Crepe Tape ~ Rad 8o® 6,002 (1) 5,007 ( 1) 10,644 ( O
Crepe Tape - Whits 8o 3,802 (1) 6,779 (1)
Vieanna Moire - thite 1CO® 80 (1) 108 ¢ 2) o ( 3)
Verigood ~ lhite 608 60 (1) 6 (D
- 8os 260 ( 2)
100% 3,643 (14) 8,333 (28) 7,661 (23)
120% 6,720 (19) 9,540 (i6) 4,160 (18)
1408 630 (2) 4,270 ( 2) Wi
2c0% 1,500 (3) 1,850 ( 3) 600 ( 8)
2408 _ 180 ¢ 1) 240 ( 2)

*Denotes total number of invoices,
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Haching Room Standards & Production
About two yoars ago @ sot of production standards were dovised for
each basic product run on the paper machine, Allowances were made for such
itens as unavoidable down tiwe, narrow trim, and deying difficulties, so
that the performance of each crew conld be compared on its own merits, These
standards wore largely set up on the basis of past expericuce and expected
conditions, sinto prior to this time gtandard data was nmot available? Evon
though production ratos have chasged ovor this tuo-year period, mostly
upward, the standards have beon nllowed to remain in their original form
and tonnage ratess This has enabled the Hill to comparo today's performance
uith that of previous periods.
Ench crew's officiency is kept on a weekly and year-to-date basis.
Other dota such as down time and off-standard perfémuce is also maintained,
g0 as to give a running record of the relotive morits of éach crow, This
record is posted at the work-place each woel, and creates the following
effeects:
1. Stimulates an “esprit-de-corps® among tho various
groups.-
2, Enables Hill Supervision to judge the performance
of each group as compared with the otheors.
3.- Points out whoreo personnel shifts are notessary
or deairable,-

4. Heokert, U.-Brooks and James D,-willson, Business Budgeting
and Control, (Second dition, The Ronald Pross Company, New
York,. 1955). Pe- 142,
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A typical week®s evaluation is shown, with both performance and
production detailed, Efficiencies are based only os saleshle or goeod
production, to eliminate the pitfall of sacrificing quality for toamage,
The two must go hand ia band.



:

B L N e

7-3
- 3-11

I § o ¢

Daily

Week~To-Date

Year-To-
Date Eff.

113.2
110.4
109.5
101.1

iHollxgood Mill Saleable Machine Production
~ 1/22/61

Eff,
115.5
144.5
123.0
107.0

Week Beginnin

Std.

Prod,

78,365
62,235
66,405
95,510

Tues,

14,940
11,920
12,100
38,960
109,255

a

Act,
Prod.

90,475
71,290
82,290
102,205

Wed,
16,475
14,590

8,610
39,675
148,930

Std.

Hrs,

37.33
29.0

30.42
43.16

Thurs.

11,430
8,710
18,285
38,425
187,355

Down Time

4.33
3‘0
2.75
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off Std. off Std.
_Prod,_ Hours
7,000 6.33
2,305 75
Sat, Sun,
17,610 17,440
18,290 20,415
20,215 22,300
56,115 60,155
300,120 360,275
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¢ Sat-U ‘

One problem inherent in liollywood's meay product changes is the
lost sachine time® due to sot ups. This time will vary from five minutes
to sbout ons hour, depending upom the previous rua, mschinme wash-up time
Rocessary, and other factora, Sush is true evem with the hest of
schoduling and o good order backlog, due to the tremendous mzotf of
products rusn,

Since, ss previously meatiomed, & paper machine consists of
several machines im serfes, rather than one unit, several or many
variables are iavolved, ihich empiricul data existed, but very little,
if sny of it, was tabulated. The machine tender, generally the oldest
wan on the orew in length of company service (Necossitated by Union
soniority rules), largoly reliéd upont experience and what ke could
remouber of prior runs, This was particularly difficult if the product
bad not boan zun in weeks, or often months., There was the additionsl
problem of set-ups on mew production, or experimontal russ,

Standardixed speeds are almost u wmust to hold or jwprove on
| the unit cost aud profit for each item, To solve the ahove and related
problems a study was made to determine correst set-up procedure.
Experience wus used as & guide, and data was collected frem good runs
on the papor machine, This data was collected (rom soveral siamilar rums,

even though this might take moaths, before heimg put into effect.

®iachine time worth approximately $90.00 per running hour,
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The example shown is for several grades of creped papors, but over
140 such standards have been sot, on over 20 data sheota, These are constantly
being added to and ravised, and it is expected eventually to have over 200
standards, Deviations from these on the machine tours asre noted om the
machine tenders log shest, This system is gquite s radical inmovation in o

paper mill, and has well proved its worth im down time reduction and incressed
production,
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DATE: ___8/17/6¢
PRODUCT ¢ Crepe Tape snd Sack
_ERADE: (e 80% white Go% 90® white 1103 1268
Reaters 3 3 3 3 3 3
Consisiency Reg.| ¢80 2,0 2.0 2,0 2,5 2.0
dordass 1 Full Pull Fall Pull Full Pall
Electric Full Full Full Fall Full Full
Machine Full Full Full  Fall Full Full
Speed « 210 230 1 200 135 115
Slice Ly L b 1~ 14 'y |
liead 64" ar o L 54" 5*
 Lump Breaker Use Ose Usge Qso Use Use
Dandy ” - - - - -
Suction Boxes Sealed Sealed Seal;d Sealed Sealed Sealed
Coucks 1Y ot 0" 14" ™ 20" 1e”
st Press 1172 n 2| o2 g"-1 15°-2 g"-2
204 Press 3 3 3 3 3 3
Dryers 4 & 4 P o J
Lalepder - - - - - -
2,240 2,432 2,050 2,400 1,080 1,930

netinn 820"
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Profit by Product:

It has been found somewhat difficult to follow the unit profit
on a particular product by scanning the weekly profit and loss statements,
due to the number of statements involved, Furthermore many of ihese products
are run spasmodically, with no particular pattern as to time of the year or
month, .

As & result of this, the Mill has set up its own book, "Frofit |
(Or Loss) By Producty for ready reference, liith this we can easily watch
the trend for any grade, and this can be done in a matter of minutes,

The relation of machine speed to profit can be followed with a great deal
of scouracy; Bnch is not shown on the accounting statement, |

It has served as & further aid in assisting Sales in pricing
new prﬁdnctz. gsimilar t¢ those now in existence., Since conversion costs,
material and shipping costs aré knowg, the addition of a met profit
percentsge will give us Hill cost and expected profit, The addition of
the lﬁlling and administrative cost (less freight) a;lotds a suggested
selliéq price. Such Mill data plus Sales® knowledge of the customer and
the competitive market gives a quick formula for ecslculating a selling
ﬁrice.

The data sheet shown isi only a partial one for one grade of
blotting; Over 250 are in existence, the record on each extending back
over a year and a half,

Other interesting facts revealed by this record are the
frequency of waking, at a glance, and the average o:dér gize for the

specific product.



Date ivg Speed Lot Na,

B/19/60
9/14/60
9/13/60
9/18/6¢
10/2/60
11/7/6G

11/15/60

-12/1/60
12/2/60
}2/2/6&

160
160
156
160
155
144
156
160
16C

4735
48C6

4978
4983
4987

Frofit (Or Loss) By iroduct

Grade ~ B07 Verigood

Cugtomer
Steck
3. B, Harris
Celua
Stock
Beruinghan
J. B, Harris
anbbius‘
Dillard
Steck

Stock

Color
¥hite
Khite
Ehite
hite
Canary
White

Yhite

Piak

Pink

Tonpage
4,780
4,095
1,805
3,600
7,060
6,030
1,460
5,160
2,635
1,870
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Profit (Or Loss)
Per T |

$ 20,83
64.62
22,75
30.73
78.1¢C
44,50
6l.49
83.07
38.13
22,83
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Hater and Flbre Loss
A paper mill, which must of necessity be located on a body of water,

uses tremendous amounts of this uésumnn% Fibre loss (Difference between
input and output) can become a substantial cest; It can never be completely
eliminated but it can be reduced,

The mill has at its disposal both eity water mains and the Kanawha
Canal, City water is expensive, of course, whereags canal water is free, the
only cost being the necessary pumps and lines, Althoungh a reduction in eity
water sbund: simple, it is not. For example, ¢ity water is purer and omst
"~ be used in some quality white grades, Canal water could be filtered(lt {s
to some extent) but the filtration cost would offset other costs. A paper mill,
Yike much of the chemical process industry, is truly a "plumber®s nightmare”
and water flows and lines are d;fficult to track down,

1@ any event a study was undertakenm by the Mill in the attempt to
reduce the city water cost. ﬁiaregarding detail ihe end result was to work
toward# what amounted to a semi-closed stock system, Most of the water used
is re-circnlnzed ovar‘dnd over, with only enough.added to keep the system in
operation, By doing this, the ;otal amount of both ¢ity and canal water added
to tﬁe stock systems was drastically reduced, city water being used only where
it was a "must”.

The semi-closed system greatly reduced the 6ver£low to the river at
;arious points, which in itself reduced the pulp'fibie logs, 830 in actuality
two accomplishments were made at once, This was done basical{y with a
rovamping of the stock lines, and while somewhat coatly; afforded great savings,
in the magnitude of $35,000 per year,
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Although the study and physical changes that took place oceupied
8 year timewise, the overall change could be considered a ove time expense,
in cssonce the aystem now takes care of ftself, with only minor atteation

to stock line maintenance, resulting in @ savings every year.

Eaterial Cost-Faruish

The row natarialt‘that»qo into the “make-up™ of paper ere known
as the furnish, which account for over 60% of the totel operational coasts
at Bollywood., As mentionad enrliér. the furnish is largely determined by
the Sales mix, which weans that Hill Supervision can only exercise a
limitod control over it.
< Thore is one control we do have, however; That is knowledge of
pulp and dye substitution, due to the wany pulps and dyss used, Between
fifteen and twonty grades of pulp are carried and over thirty types of
dyestuff, Host kraft mills, for instance, will carry at the wost three
grades of pulp and two to five dyes. "

Although all of those specialty pulps and dyes have different
eharaazerlntici. muny are similar {n some respects, As a result of this
the Hill constantly tries to downgrade the furnish to a less expeasive
wixture, consistent with necessary quality attributes. Huch of this
is done on a pilot basis en Nill equipmont., Extromely close liaison
has to be meintained with Sales as regerds customer requircments in this
respect, of course, If there is & question as to saleability or quality
the furnish is never down graded,

Considerable success has beon achieved, however, and this process

is a nover ending one., Une exauple is a substitution of one cheaper
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| grade of pulp (Nardwood for soda), which mot customer specifications and resulted
in a mot savings of approximately $15,C00 per year, No price reduction was
necossary since the product (a specialty blotting groade) was highly eompotitive
and priced at the market level, )

This type of cost reduction is 8 highly speeialized one and aniy
spplicable to extreme specialty paper grades, for the most part,

Burdon Allocation

| It is a control axicm of loﬁg standing that costs must be controlled
at the gource of cxponditure, rogardless of subsecuent d!stributien? The Hill
hae uged this axiom in ottempting to control overhead, or burden costs,

Total burden for the division {e colleocted and then allocated against
all production units on a past expericnce basis, This allocstion is gonerally
agreed upon by both production and financial porsonnel before belng put inmto
use, | |
- A coaprebensivo »budgat affecting nll aspects of operations is
conducive to offectivo plazming? We have followed these concepts, and feel
that all compauy departments are eoncorned with the budget and budgeted costs,
be theyistaff or operatfonal, Fvery burden sccount reflected in Hollywood
costs has been studied, and they sccount for sbout 10% of all costs, Somcone

fs or should be responsible for every burden account. . Those respousible have
beon contacted and the various aceounts reviowed with Mill Supervision, W®here
possible accounts have been changed or re-nllocated to £it the case.

We do not objoet to hoaring burden costs, Thoy ean only he borne
by operations and not the staff, Vo do object to a gense of irresponsibility
as regards thoir amount, By contacting those responsible wo have often found
‘that the problenm uas not considered a problem as such, Thore is often an

fuelination to ghrug our shouldors on overhead

5. Ibid, p. 200,
6., Sord, Welsh, op. cit., p, 03,
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with the remark that “they are there and we must live with them - Lot's
concentrate on production”,

After thisg soul jearchiug, roviewing and affecting what changes we
could, wo feel reasonably certain that ours are in line. This i¢ donme with
the realization that they will probably always be the most imperfest of costs,
but e;n be contained to a fair extent,

The main point concerning burdem is the realization that we must
not forget them, or be lulled into a sense of false security, Ten per cent
wmay seem low but that s not nacoisnrily §0,

A constont roview, om @ once per month ba#is. comparisons with
burden costs of past periods, with attention to new or deleted ascounts,

<will accomplish our goal in this area within reason.

Wo bave completed our cost analysis in this and the prevous
chapters, We have alterhatively called it improved cost control and e
supplement to cost controls. It could be just as woll cailed en iﬁstallatlon
of systems and procedures. Hegardless of the name it has laigely achieved
its two basic goals of inecreased production and reduced operational costs.

The normal industrial engineering studies continue on -~ The
labor work force §s reduced through methods of studies -~ Such is the
routine of the industrial plant and no efturt‘it made to detract fyom
this type of planning.

¥e have, as production or operating pcople.&aideﬁ and given
additional stature to shch work, in our opinion, In onr final chapta§

we nill dwell more on such past, present and future sccomplishments
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brought forth as a result of this control systes,
‘ In our pext chapter we shall deal.with budgeting by product and its
application to the gpectrum variety as mamufactured by the Hollywood Hill,
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CoaAPITR ¥
| BULCETING BY PRODUCT - APPLICATION GF THIS MITIOD

The point has beon siressed in previous chapters that the planned
budget, as used by Follywood, loses somn of §ts value duo to the produst mix,
Gui' prins effort in this chapter will be an attempt to rectify this woskaess.

“Papor #ill Poviod Costs™, detailed in Chaj:wr 111, presents actaal
and planae&‘ eosts for the four weok poriod, It will be noted that planned and
aatnaxk eperéting cnsts are reasonably eloge for the period shown, ¥Wo are not
always this elose, however, and luek onters into the ploture when no signi-
ficant veriances appear. .

 'The 3ales forceast made for tho fiscal year is generally within
rouson 88 regards the produot mix, but is ot dotailed enough to ensble M1l
* Superviefon to forecast individual costs (by product) with any degroo of

sccuracy. For example: Salos may forecost b’latﬁiag sales for the yoar as
1,600 tons, ﬂa;aa? actually yéaﬁuaa approuimately 1,000 tons, but ineluded
in this are about 40 different grades. Costs for ecoch of these may fluctuate
widely, due to machine ocapabilities und tho paper waké-up, of ttirnxzh. ecosts,
The furnish cost will be governed by the end uge of the paper': cénvaraion.
costs by tonnage per timo unit (Genorally tates as one hour), In other
words, conversion costs are a funotion of tonmage per hour on the paper
machine, and vary inversely. As tonnage increases eosts decrcase, or vice
versa.

Bigh tonnege or high furnish eosts do not neecesgarily mesn good
profits, although this is gonerally tho cases Low tonnage ond high furnish

ecosts will nearly always result in high 'protizs. foxf in this instance we ars
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 in tho realm of extreme spoclalty grades, where thero ig little of a
amtitim market as such, inercasing the tonnage rate on eny given prod’i:ct
will;’ot eenﬂé."l enhance the profit potential, For the moment, however, we
are interostod in budgotod costa and not thoir relation to profits; This
paint éill be discussod in wore dotail later in the chapter,

| The use of machine standards that have been developed by the Hi11,
and previously discussed, will ‘be tied in with the proposed 9rodu¢t’bndget
4n this effort.s Fere we are adopting the adage of using stondards to polut
the way to improvements and xattiag the budgot sorve as a market for keeping
out of tmubla& The standards that kave been devsloped are not pure cost
stondayds por se, but thoy do point the woy to the lowest optimum gost, and
< complemont the bnéget*h maxioug pormissible cnsts?
~ Anothor fault of the Sales forccast as pregsonted i3 that it reflocts
ué seasonal trond, Mihcugh those ara not sarked they are of fmportance in
soms Instancos, The l.cﬁa tons of blotting prwionsly‘mrerred to would
merely bo divided by 13 to reflect an average on a period basis, It is
realfzed that tho sales budget is somewhat closoly related to the order
hae&log. but an effort must be made to temper this with realistic production
goalsd | |
In light of tha foregoing e study was made of puper Qanutacturing
~ eosts, extending over @ one year gpan and broken down into thirteen periods,

1. Henriei, Stamley B., Standerd Costs for Manufacturing, (Second Fdition,
HeGraw-1iill Book Company, Ino,, New York, 19537, p. 218,

2, 1Ibid., p. 205.

3, Rautonstrauch, ¥oltor and Reymond Villers, Budgetory Co Fank
and ¥agnalls t‘:oapaay. tew York, 1950), p. '73‘,, ory Control,
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By covering one yeor a true average wag ohtoined, which would include all
oxceptional porieds, such as those contsiaing high or low toansge, ox
waintonanee shut-downs, ‘ |

| | Before presenting the data found ne & result of this study, we
- will present the range of costs encouttersd on individual products. Asctual
md»pza\nnad oporating costs, it must bo remesbered, are :zumly average osis
t#kea for all produsts,

Itom - €ast Spread Pot Ton
Furnish 570 to $42¢
Coavorsion 506G to $220
Total Paper Costs 8150 to $620

The tonnage rate per bowr will wary fros the &twms of S0CR to
3,500%, gssuming g normasl trim, Although the Bollywoed paper machine can
tﬁu 80", the goneral tvim will approximats 75", In sonme instonces a trin
8% low as 50" has boon rum, but such papor is sold ot a promium rate and
siteh orders ate not solieited.

' First we will consider actusl and budgetod furnish costs, 21l

based on 8 four weok operating period. Theae are given on 8 per toa
basis, unless otheruise noted, ' |
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613
TR
611

It will be noted {rom the ebove that actunl was greater than planned

- nine timoy, and less four timos,

The tounago data is prosented in this

toble meroly to illustrate that all types of periods are taken into

consideration, M1l Supcrvision, as previously explained, exercises only

linited control over this cost, since it is governed primarily by the sales

wix, It doos point ocut, however, that for the most part papers were run

having a higher cost thon anticipated frow the Sales forocaat,

®5 ¥eek Poriod

it 1s worth
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montioning again at this point thut tho normal furnish cost, by product, will
fluctuate from $70 to $420 por ton, pointing out that this §s truly ouly en
aversge ¢ost and no move, In additfon it is got u straight lins avorage but
one ﬁuightedby the tonnage for each individeal produect, which serves to
result i even more eonfusion when trying to serive st a totsl plansed cost,

| Somowbat tho smmo situation exists wien plotting planned verus
| actual conversion costs.’ In this instasee production munogement plays a
sach move vital role, boing oble in large port ic infivence this up or dowm,
doponding purtly upon circumstonces but lurgely upon planning skill end
ability, Yo have broken this ouc cost erea into its four asjor factors
for purposes of jllustrating its make-up. A planned figure oxists for eaéh
€ but is not showmg It can be sdded, however, that caeh componest actual boars
‘ppproximatoly the soma relation to its plasncd ecstimate as does the total
‘plansed to the totsl actual oﬁaratscm cost,
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© Upilitles & |
Porfod,  Clophing = Lshor  fointomange  Overhosd — Total  Planmed

1 $26 826 §10 §29 $01 ¢85
2 19 24 6 19 60 74
3 2 24 9 20 76 o
4 24 27 23 . 25 100 95
5 20 25 13 20 70 79
6 23 25 10 22 80 79
7 20 23 9 21 74 %
8 16 23 9 19 60 74
9 19 22 1 20 n 73
10 18 22 9 19 60 72
1 @ 21 10 21 o6 65
12 23 26 6 16 68 63
13 20 22 17 Y & 66

Thia table roveals that actuol costs wore grester than plasned aix
times, and losas seven tiwmes, ~The differcnes botweon actual and planned are,
" in most cacos, not as significant as those for furnish. This again points
to the fuot that more coutrol cun bo exorcised by Bill Supsrvision in this

nren thun in the othey major ares, Thero are other cost arcas, such a3
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£inishing and shipping, which are importent, but whieh in turn are ainor as
 opposed to the cost of direst manufacturing, honce the limitation of our
diseussion to this major sepmont,

Conbining both furnish and conversion costs for the saws thirteon

poviods gives us total costs, gs follouws:

Porind ot 0st £lanned Co
1 § 220 $ 219
2 210 206
3 219 203
4 244 .o
5 27 196
6 213 202
7 191 157
8 211 | 19
g 197 194

10 200 | 194
1 19 167
12 174 164
13 203 o

flore we note that total costs are greater than planned costs
fur oloven of the thirteen periode shown, and significantly so in most

instances, Iho amount of varlance, porcentage-slse, and mot the variance
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itself is the point in cuestion, ramging ahout to 10%.
Our last varianee table will bs a couparison hotucen actusl and
plasncd tonnage, ogain for the came one year, thirtecn poricd time eyslo,

2 s 546
3 349 546
q 459 480
3 562 546
6 524 546
7 541 546
8 555 546
9 500 546
10 590 546
1 613 538
12 792 | 673
19 611 530

Agaln varisnces gre sigunificent, sotnal being greater than
plannod nine times and loss four times. This is somoubat of m corollary
of the conveksion costs, sormally resulting in less than planned costs when
actual oxceeds planned tonnage, agsuning a normal produc:‘ mix. At thbe
point of laboring the crux of our argumoni, all of the forogoing tabloes
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reveal somewhnt radiesl vavianoos in evory case, all costs shown being for
from gome of the oxtrems highs or lous,

| fur plan of attack will bs alony the linos of budgeting each
product by tomnage, which will be consoquontly refleoted in a more logical
cost bronk-down, This will botter gerve all management, partienlarly
acoounting and budgoting porsonnsl, with @ clearey conception of the problems
of éroduczian supawiaiau? Cur intent then, im general, is to improve upon
the Mill's operating budget, which in reality is its financiel plan%

Originally $t wus intended to sot up & ovst and budget progran
for each of the basic twm bundred or so products run on the papor machine,
At loast this was to be our proposal, which in iteelf m discoverod to be
someshat umvicldy, Almost a thousand separate runs ore sade on the machine
each yoar, many of those rune containing soveral product changes withia
thomselves., A8 can be imagined the papor work alone could be staguering.

Tho £inal deeision was made to propose a systea that favolved
produst groupings, combining similar products under one ¢sption, The
produsts lavolved per grouping wonld be siullar us regards costs (Both
furnish and convorsion), tonnage per hour, and machine capsbilities,

Tho budgeting systea ovolvad would supploment rather than
supplent the present systos, comparoble to what our Znternal cost ecoatrol
systom has dones for the overall oporation cost structurs. - Xt would he
applied to both tho annual Hill budgot and the weekly Profit and Loss
4, WUelsch, Glenn A,, Exnfit-Plasning and Control, (Promtico-Hall, Ine.,

1957 pe J13e g

5, WHeekort, J. Brooks and James D, ¥illson, Business Budneting and Control,
i (mond.ﬁ“d;ﬁwo The Ronald Press Compafay. New Xork, 19501, pe 1de
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statement, which in turan wﬁld be reflected in the poricd Profit and Loss
statemont, It would be particularly appropro to use it in coajunction with
these statomonts, which are concernod with short-ters operations, to assist
in long yvange planning for growth gnd developaem?

it was finally determioed that there should be e bresk-down fnto
ton pxodiaet gtaupiﬁgs. tho groupings to be determined primarily by total
produst cost. Somo of these groupingé contain many products, other little
or none., These small laottor groupings ore insorted primarily for tho purpose
of futaia products being in those cost brackets, rothor than revising the
uhole system uhen guch appears Dollar cost per group is established as

follous:

Group Cost Sproad Por T
1 $150-193
11 196-340

i1l 24)-2035
w 206-323
v 326-3713
Vi FT1-415

Vit 416-460

Vi 461503
3 506565

566-625

&, &m,.Bﬂmard fi. and Glenn A, Welsch, Business Budgoting

- A .sg!',‘ wez

¢ Honagemeut Planning and Control Practices, (Controllership
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It will be notod that Groups ¥ through VIIX have incromental variationms
of $43 per ton, wherens IX and X have vorionces of 560, This procedure is
followed since most of the products have total costs in the lower rangos, fou
being in the uppor ranges. 3o oddition the scarcity of produsts in the high
rauges, on @ woightod tomnape bosis, reduces their effect on overall costs.
If 545 per ton scems high, romewbor that we are only talking about 2H¢ per
pound; Using a mid point we have further reduced thisg to plus or mimus 1-1/8¢
per pound. Plus gsd minus compensations within oach brucket further reduce
thig effcet so that it becomss almost nil. Hollywood #ill products sell fa
the range of T¢ por pound to approzimately 30¢ per pound, VYo arc not
considering converting, shipping, or administrative costs ¢u the range of
orrox in a cost grouping truly boconmes insignificant,

A study was made of conversion costs for all production rates,

sald ratos holng converted Into dollars por ton as shown:

200 £210
1000 | 200
1200 176
150¢ 150
16460 100
2000 o5
24¢0 80

2500 k]
2000 70
3000 65
J200 63

3400 60
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The cost of tonnsgo ¥ates falling within or cutalde of this spread
can oasily be extrapolated, which was done in many instances to obtain o true
cost, The followlug costs were considered for ecach standard products

Tonnage and consequently conversion

Furnish |

Colors (Dyos), if any applicable

~ Dyo cost wos considered separately since practically every grade
is made at lcast in tho color-less (from a paper standpoint) grodes of clther
whito or natural,  Hany of these grades, however, are dyed to produce varfous
colors, one purticular grade alone belng made in ubito plus twelve different
stock colors, -

Each basie product grade (as distinguizhed from our proposod product
groupings) was revicwed, a coust ostoblished for oach produsct within the grade,
and the products placod within ono of the ton groups. An oxemple of this
procedure was that usod for the category of coloved and matural orepe, This
was one of tho easior grades since the furnigh remaing cssentielly the some
for all of the basis weights, but it does serve to illustrate the hasic
principles used.



froduct
50F Hatural
60# Natural
0% Natural
0% 1igut Coloxs
70® :Dark Colors
00* Nataral
80% Light Colors
1 8¢ Dark Colors
S0% Hatoral
9% Light Colors
9G® Dark Colors
110% Natural
126% Natural

Tonsage

1930

Conversion

fate
500
83
B4
66
84
i8]
83
a3
a3
8a
83
&
87

8 &

193
183
163
193
183
165
167

-
]
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tic sve £rom tho foregoing tuble that all of these products exeopt
one fell within Group I, the excoption being in Group 1I. Whon averaged out
ths tuwelve pzoduats in Group X had an average ecost of $176, Since Group I
has a spread of 150 to $195, and o mid-point of $172,50, validity is shown
as proviously discussed with the $45 rango por group. V

Actually ﬁight&ma different e¢olors are under consideration in the
various light and dark colored classifications, These comsist of thres
1ight shadés and three dark shades for each 7068, ae#. and ® hasig weights,
Since dye cost (wot paper color) is approximatel y thoe same for all of these
light sbaﬁe# and all of the dark shados, t:iscy ean be grouped as shoun with
no appreciable error.
< - This sumo basis procodure was followed for all of our stomiard
produot gfades. invoiving some eighteen in all, Although somo rarely rus itoms
are pot inoluded, that studied accounts for about 9G4 of mll of the tonnage
run. Fach product grade contains a muchor of items, varying from two to
twenty four, with the average heing sbout twelva.. The follouing tebles
incorporate the final vesults of this stody into all 1¢ groups.



Produst Group 3

Cost Rango $150-193
‘Average Cost $172,50

Produstas

50% Natural Sack

50% Natural Crepe

&0% Ratural Crope

702 Hatural Crope

0% Crope « Dark (3)

60" Natural Crope

808 Creps ~ Light (3)
802 Crope - Pork (3)

0% Natural Crope

9%0% Crepe - Light (3)

9% Crepe » Dark (3)

110® Natural Crepe

126% Natural Crepo

«(25 Krafy Filter

116% Crope Filtor

125% Crepe Filter

63 Asphalt

99% Asgphals

60% Feaflt Blotting

67 raft Blotting

«030 Kraft Blotting

.015 Battery Beard

«025 Battory Beard

»040 Battery Board

55 Tile Backing

&60® ¥rapping

1207 Wrapping

Cora Gasiet O07~,036 (7)
Plain Gasket O035-,036 (12)
Plain Gasiot, Colors .0035-,005 (2)
40% Building Exaft '

lteng - 59
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Produst Group I3

Cost Rango $196-240
Average Cost 5210

Prudusts:

707 Crepo « Light (3)

G(* thite Sask

60" Whito Sack
TGP vhite Saek v

60% White Shopping Bag

T6* #hite Shopping Bag

1258 sShunt #rafe

+034 Hatrix

+040 Batrix

Blotting Rolls - 5281207 (5)
¥hite Beliguce ~ 60%-200% (4)
Ehite V. G, = 608-160% (6)
White 4 Tone - 60°-100% (3)
Colored V., 6., Light (6)
fubhssing Blotting ()

Corii Gagbet ~ (000

rlain Gasket, Colors - (6)



Eroduct Group 111

Cost Hange $241-205
Average Coat $263

407 Sock - Colors

5% Back - Colors

6% Saock ~ Colors

76% Suek - Colors

60% Shopping Bag - Colors
0% Shopping Dog - Colors
Blotting flolls - Colors (6)
Boliancs - Colors (3) '
thite ¥orld 3)

447 Covor - ®hite

57* Cover - Hhite

44% Cover « Colors

+062 Colored Gasiet

1532 Colored Gaskot
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Produet Group IV

Cost Range $206-325
Average Cost 300

Yorld Colors (3)
578 Cover -~ Colors
Juta Cork ~ ,015-,020 (4)

Itemg -~ O

t Gr v

Cost Hange £326-370
Averagoe Cost $340

Jute Cork ~ Colored (4)

Items ~ 4

Product Group VI

Cost Range %371-415
Averagoe Cost 5393

«0G4 Jute Cork, Plain
054 Jute Cork, Colored

Itoms = 2
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Product Croyp VIX

Cost Qange $£416-460
Average Cost $430

608 Full Flow
058 Full Flow
062 Jute Cork, Colored
" 60% 011 Filter

200% 011 Filter
150% Gil Filter

It - 4

Produet Croup VIIX

Cost BRange $461-505
Avorsge Cost $403

75" Rool Floec Filter

Itoms -1

Product Group IX

Cost Range $506-565
Average Cost $536

60% Yool Floo Filtor

It -
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Product Group X

Cost Range 8566625
Average Cost $596

758 Mr Filter

Items - 1

A recap of the foregoing Product Groups would reveal the
followings

product Croup Bumher of Items % of Itoms
§ 59 ) 35.6
11 44 29.8
11X 23 15.4
v 8 5.4
v 4 2.7
vi 2 1,3
ViI 6 4.0
Vilx 1 o7
iX 1 N §
X L -l

149 160,0
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As canid ba expectad fraa previons dizcuaslon the najority of

- pwodnats fall withiu the lower grunpings. The trend withia the last year or

sp. however, has been a shift towards the higher cost (and price) groups.
‘Five yoars sgo 00% of the products would have been in Group Y, with most of
the e#éas: in Group II, abd possibly a very fow in the cost range of Group
XXX, It 18 expected that tho upward cost shift will continue as the Hill
- sakes woro speclalties at the expenso of standard Lroft grades, Group I
will always retain some tonnage but the median cost will probahly shifs
towards Group V, There have already been a‘nnmber of experimental runs
wiihin recent months which would f£3ll in Graups‘VK-x cost-wige, Many of
these will no doubt bocome prbducticn runs as approved by customers,
€ Although only 149 {tems are listed, in reality ncarer 200 ara
covered, since many products can be duplicated at the sume cost, For
example, twelve different eolnréd ghades of 50° sack are manufactured,
all at approximately the same cost level, A further possibility exists
that more groupings, if the system is adopted, will bo seoded in the
future, to contain additional higher cost low tonnage, high furnish eost
Stoms. |
Anothor relation exists betwoen the percontage of items in

each group and the percentage of total Mill tonnage concerned. Furthermore,
the higher cost items tend to take more machine time, since ia goneral part
of thelr high cost s duo to low machine capabilities (Tonnoge-wisc) on
these grados. This relatfon in comparigon to Croup percentages is

spproximtely as shoun:
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~ Group % Itoms in Oroup % Tonnnng in Group

1 | 39,6 29,0

11 29.5 35.0

111 15,4 20,0

w 5.4 | 3.0

v-vII 8.0 10.¢
VIII-X 21 0

100.0 166,0

Astually all iteas from the various groupings constitute shout
‘9&% of total toamage, but the shove table is rolatively correct, 7The baso
roagons for not including the 1058 are
l. Orades rarely made (Cnco per ycor or less),
2, Grades now made at Hollywood but to be
transforred to othor company mills in the
near future,
J. Grades now made wpon occasion, but which
will be censed as company ftems within»
the near future,
Budgetiang ouch individual produet by its approximate eost,
rathor than by the average cost for all produets, now will afford us a better

way to plun and corrolato costs with actual resuits, The preparation of



Page 89

the annual budget mow becomes more a cooperative action esmbracing all wanage-
zent laveisz Administration of the budget remains tho respomsibility of the
Budgeting Department, as it should, but ¥ill Supervision can take a more
active part in cost prediction,

Gur proposals can be put to use ia two major aress, mamely the
weekly Profit and Loss Statemont and the period Cost St;teaeat. bsth
displayed in Chapter 111, Ve will first outline our plan for iha Profit
and Loss Statement, since its spplication 1s much the simpler of the two,

A separate coluem would bo inserted into this statena#t.
classifying cach product as to its proper group, from I to X, This {nfor-
mation would be kept on both a weeily and yaar-té-date basis apd nﬁ&l;gggé?
periodically by Sales, Finunce and Production, From this snalysis ia ooaid

“better doteraine the futurs direetion of our sales and éraductiun offorts
for bettor control of profits and costs, This would be done, of course,
with the full understanding tha§ all prnduézl cannot ba made at a high
profit and corresponding low cost, but at least we could keep this basic
goal in mind, It is alwost impossible to do thig cospletely from the
prosent statemont due to tho myriad and complexity of items produced for
customer sales, |

Application te the Poriod Cost Statement becomes somawhat mnre
difficult, but it could de accomplished in one of two ways:

7. Helsor, Herman C,, Budgeting - Prineiples snd Fractice, (The
Zonald Fress Company, New York, 195%), p. 57.
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1. Lenio the present hudgot as is, and use the
grouping system as & supplement, |
2. Incorporste the grouping system imto the hady of
the present statoment,
Bethod 1 finds more favor end iz probably more realistis, at least

- for the near future. In either ¢ase, however, the Seles Foreecast would have

to be based on the proposed groupings, which can ba done fairly readily

with 8 combination of past records and a kanowledge of futurs ecomonic

conditions, both in'thi econonty a8 a whole and the paper fndustry, with

particular eﬁphasis on speclalty produsts, speeifically, This is dome at

the moment anyway,the only difference being in the method of approach,
. | Although the Sales Forscast wonld continue to be handled on an
annual basis, peried vavisions could be made as their need arose, This
could even ba done after the fact for a while, or until the system hecame
wore firaly established,

Products, by grouping, would be forecmst for the period, and

sceumulated at the end of each period, and on e year-to-date basis,
Since thelr cost is already established this could be readily stated,
with only periodic reviews for changes in their cost struoture, Thus by
using the system &3 a supplement we would have actual and budgeted costs
by eack iﬁdividual product (Through grompings) as well as the average cost

shich we mow have,
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This system slso falls in line with our cost contro} systea, Both
are designed to improve wpon, rather thanm supplant the pregent wmethods, Our
cost control chamges are at present either im use or being put iato utc;
while the budgeting methed is inm proposal form, which haa met with some
favor, ifuncidentally.

In our mext and fimml ohapter we shall review the entire planm,
bhoth cost aontrol and hudgeting methods. Not enly Hollywood 2ill but
other specialty applications will be considered, as well as results of the

system and its future,
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INSTALLATIOGN OF TRE RF

It is hoped at this stage that the reader has a mnte.tban cursory
knowledge of the functions and operation of a specialty paper mill, Such
a knowledge is iadispenseble fn understanding the cost amnd budget program
at Hollywood #ill, henco fhe time and space devoted to the Company and Rill
scope of operatiani in the first two shapters.

1t will be recalled that our first chaptor dealt primarily with
the history of Alhesarle, from its inception in 1887 to the present day
physical atructure., This was dono on somewhat of a broad basis, at the
same timo attempting to portray ocach division ia omough detail so that

<future reforances would not leave the viewer with haay misconceptions,
Hollywood 111, comprising one plant of one operativg division, uas
nentioned only briefiy at the bhegiuning of the chapter. e did see
nﬁl!ywaod. originally the cormerstone of the parant organization, have |
8 rise and then fall alwost into chscurity within recemt years, ;

Gur secomd chapter reviawed the history of lollywoed, with
emphasis on its resurgence of the past decade, pﬁrticnlar enphasis being
placed on the achiavements of the last five yoars. In this chapter we
discussod many specifics, such as the current organization and capital
growth by ftem, A beginning was made on our costing procedures, past,
prekeut and future, It was pointed out that the Mill, subject to sale
'a few ycars agoe, has now become one o!kthe douinaat factors in the

Bichaond Production Division of Albomarle. The Mill%s products,
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formerly limited almost axclniively to kraft and blotting in & small sales
srea, have now roached the poiat where they cover a multitude of uses and

are sold in a large part of this country and asbroad, '

It was recognized that the Xill is largely a cosbination of the

old and the new, due to the age factor of much of the producing units,
Capital has begus being put iato the X511 recently, howaver, snd it is felt
that this trend will contismue as the plant continues ta prosper. Tomnage
and profits have incrcased in tha:fgca.et risiag labor, capital tndv
material costs, FEvan though the lsbor rate has increased drastically in
recent years, an offset bas bzen maintained by reducing the total payroll
(In number of cmployces) through methods impravements,

< Although Chapters I and II were mecessary for ;he reader's
background and understanding, Chapter 11l began the real gist of the
argument, It was mentioned im this chapter that the meterial from that

- point or was complotely original with the suthor and his staff. This
statcment was u reslistic ome, but it sust be remembered that some of
the results shomn ia Chapter 1I are due in part to cost tuprovennni:
dotailed in the later atsges of the thesis, Both the present cost system
and budget analysis were presented in this section, on an "as is” basia,
A veview was also made of two hasic Profit and Loss Statements, on a
weekly and perfod basis. It was revealed that evea though our budget
system has limiting factors, it does serve as s tool for hoth

coordination and controli

1. Heckert, J. Brooks and James D, ¥illson, Business Budgeting snd
f@utful. (fg:ond Edition, The Romald Press Company, New York,
950) s pe »
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The basic fault of the budget as it portnius to Hollywood Mill, ., e.
the use of average costs, was discussed at great detail st this point, Such
avercga costs are useful for the large kraft or simglo product Hill, but lose
some of their effectivencss when applied to wany products with many cost
gradations., The aims of the thesis, as isplied by the title, wore two-fold--
To fmprove methods of cost control and budgeting, as applied to the gpecialty
paper mill, \ |

The decision was iada to nake any necessary or possible cost
fmprovements before sttacking s budget revision or simplification. This
was done so as to have our costs at the optimum low point, or at least
reasonably so, before applying them to the budget, and thud svoid building

‘eu a loose foundation,

The remark was made that the cost control systom as presented
could also bo entitled "A Study is Systeus and Procedures”. This was
rightly so, with direction placed on such phases as scheduling and standard
Aproceduras.vrathor than on such time proves methods as Industrial
5n§!ncer1aq labor ttudiés. Theso methods already existed and wore in
continual use, whereas our goal was a stream-lining and revision of the
msathods by which the &illraperntes. both on a short and long-range basis.
The approach used was asctual rather than acadenic, since wo had @ working
mode]l to select our data from, Furthermore this had to be done with the
end in mind of proven results rather thun experimental deta, since we

were desling with & “going” production unit.
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The larger part of Chapters XII and 1V were used for proseating these
control procedures, Vwherever possible and in slmost overy case sm example of
the method used, or to be used, was presented, Some of these mothods are
about two years old, although most are imnovations of tho past year, with
some being of oven morve recent wintage, Thess nethoda‘ind procedures are
 not foolproof, and ne claim 1# made as such, but they do constitute a great
step in the direciian of cost roduction end the consequenmt profit increase,
If any single one had to be singled out as having more aorit tham any other
we would have to pick tho varfous production scheduling devices,

It was pointed out that most of these systems {mprovemonts or
installations had little or no pure costs Involved, other than the
‘:consideratinu of time involved, The procedures involved are primarily used
for internal rather than exteraal cost control, particularly since thoy
were devoloped and put in use by !Hill persomnel, The Sales Dapartment and
top Production Nanngement, howover, have found some of the systoms to ho
of great use in thelr phases of control, _ '

Cost econtrols as established inm Chapters I1I and 1V were, as stated
before, almost completely in operation before an attempt was mado on the
budget reviafon, Chapter V was devoted in its entirety to this end, and
was 18 some respects the most difficnlt part of this work. Although
changes aro suggested and proposed, the definition of s budget as an
over all "blue-print™ of a cosprehensive plan of operations and actions,

expressed in finsncial terms, was strictly adhered to?

2. Hefser, Herman C,., Budgoting - Frimciples and Practice (The Ronmald
Prosa Company, New York, 1959), p. 3. _
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As previously stroysed, the current hudget in use is largely
based on average costs, which are true in themselves, but shed 1ittle 1ight
on the multitude of products that are far from being average in cost, It
was rovealed that while average produstion costs (Psper Hachine) are
approximntely $3CO per ton for all tomnoge, the actual cost by product
will vary from $150 to 5620, depending on the end use of the ites, |

Costa for all major products were sccumulated and put in tabular
form, a total of ton groupiugs being used, Table Sncremonts were sot at
945 per ton, for reasons stated, for wost of the tables and 56U for the

o oxtrone upper’ranges. These tobular groupings contained 90% of all
present products made, ls% being excluded for various reasons., By
budgeting in suck a manner we can better serve the three purposes of
pleneing, coordination and contrnl?

The question arose as to the best method of applying these
groupings for the purpese of better planning anrd control, two solutions
being suggested:

1. Incorporate in preseat budget, or

2, Use as a:aupplement,

The second method was found to have more direct application,

plus easo of usage. Basically the Ssles D&partnont would have to make

3. 1bid., p. 167,
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their amnual forecast from these groupings, tatharvthan by bread product grades
as ut present, but this would be the only radical change, Informatiom is
currently maintained by the compeny Tabulating Department which would maké
this transition relatively simple. ¥e fecl that use of the groupings would
prove fairly easy to compute once established, and would botter engble the
actual budget to serve botk as a "go-ahead” signal and a standard of
performancef

The budget changes 8s proposcd would originally serve only for
the purpose of controlling the costs of the manufacture of paper, and not
the final finishing (I1f any) and shipping operations. These costs could

‘ later bo budgoeted in somewhat tho same manner, hut would be strictly a
secondary step. Hanufscturing costs comprise the greater part of the Mill
effort, and when In pbase and properly coatrolled serve to have a great
influence on secondary cost comsideraticns. Im addition this budgetiag
mothod must in 8 sense be proved before it can be applied to other operations,
and weak points corrected, which can only be done by uctual usage.

As mentfoned the cost and control program deseribed is in operation
and under constant modification, whereas the budget procedure is ia proposal
form. This proposal, or a modification of it, has been discussed with our
Budget Department, and the procedure has met with some favor, It is felt

that the near future will see its adoption or an adaptation of some form

of this method,

4. Ibld.. p. MO
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The procedures as outlined in the thesis body are specifically
directed towards the speeialty alll with ita unique problems, caused primarily
by the "raisbow” product wix., Hany other reasons exist, but wo have seen
the procedures outlined play a major part in accomplishing our desired goals
of eost reduotion, and its by-product of Increased not incomo,

Every specialty mill is somewhat unique unto itself, depending
on its variety of products and other sssosiated factors. Some such mills
eonstitute a corporation, others are like Hollywoed, one unit within an
organization, It is difficult and inconceivable to say that the entire
program ¢ould be transplanted from Hollywood to another specialty paper
mill, and tho same end results obtained, It is not incomceivable, however,

) to say that many of the procedures eould be put to successful use in other
such mills, The experience of each such mill and its inherent problems
would be the best determinant of this,

Some of the methods outlined could probably alse find pnrtih!
use in the large single or several product mills, but hers the use would
definitely be limited to only minor operationsl phases, This i3 in the
nature of an aftor thought, for our thinking is still primarily directed
towards the improvement of the operational methods of the specialty paper
aill, |

The large kraft and newsprint mills dominate the paper industrey,
by the sheer enormity of thelr size and production, The paper industry
is a major growth seguent of our nation’s industry in all its aspects,
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however, and the specialty mills and their products comtinue to grow propor-
tionately with tha industry. Pilters, gaskoets and satursted products, once
the sole property of leather, rubber and more sophisticated materials, are
now predominantly made of high grade paper products, To further increase
their use we must £ind more and better ways to reduce and conmtrol these
costs =~ It is hoped that wo have contributed some knowledge and “know-hou"
towards the attalnmest of this goal,
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Paper Hill Terminology

This 1ist is by no means complete, and is merely intonded to

clarify key terms and give the resdor the "feel™ of paper manufscturiag.

Alum -~ An alumisuas sulfate used for precipitating
rosin size onto the pulp to give water
rosistant properties to paper,

Asphalt Paper - A genoral term which includes papers
saturated or coated with agphalt or other
bituminons material,

Basis Kolcht ~ The wolght in pounds of a ream

‘ (480 or 500 sheets) of paper cut to a _
given size. The standard size ream varies
with different grades of paper accerding
to trade practicos,

Beater - A large mixer im which the pulp is mixed
with thé other ingredients of paper.

Blotting Paper - An unsized paper used genoerally
to absorb excess ink from freshly written
manuscripts, letters, and signatures. It
is also used for many other purposes where
absorbtivity is tho required characteristic
or where soft, spongy paper is needed, aven
though absorbtivity is of secondary importance;o. .

Bfoke - Papor trimmings or damaged paper from the
Hachine Finishing Rooms. Usually returpred
to beaters for re-processiag into ssleshle
paper., LIBRARY

UNIVERSITY OF RICHMOND
VIRGINIA



Calendar Stack - Steel rolls at dry eund of paper
machine which smooth and level the sheet of
paper,

Caliper - The thicknoss of a sheot measured under
speeified conditions, 1t is usually expressed
‘in thousands of an inch (points or =ils).

Fibre - The fibrous material remaining after the
non-fibrous componoats of wood have boen
removed by pulping and bleaching operations;
used in making paper,

Couch Boll ~ Holl used to separate wet paper yeb

from the “wive”™,

Crepe Paper - A gencral term descriptive of an effect
simulating erepe produced by orowding the wot
sheet on the roll by weans of a doctor,

Cutter ~ A machine which cuts roll of paper in to
prodetermined sheot sizes, The shoets are
then eut to final size on a guillotine trimmer,

Dry End « That part of the papor machine where the
paper is dried,

Dryers - The steam-heated cylinders over which paper
in the web is passed to be dried,

Fmbossed - A finish imparted on paper by means of
ralsed or dapreosed engravings on steel rolls

g0 as to leave a visible surface design on the

papers
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Felt « A woven cloth used to carry the web of paper
between press asd dryor rolls on the paper
wmachins, Woolen felts are used for the wet
web in the press section. Dryor felts of
cotton or synthetic matorfials carry the paper
wch through the dryer section of the nachiné.

Finish « To "finish" paper is a torm used to dossribe
the cutting, counting, sorting, trimming and
packing of paper.

Fourdrinier - The name given to the wet end of the
type of paper machine invented by Louis Robert,

~ financed by the Fourdrinier brothers, It is
usually applied to an entire moders papor
nachino, including the dry end, which was not,
however, & part of the first paper machines,

Furnish - The 1ist of ingredients that make up &
particular paper. To “furnish a beater” is to
place in it the matorials specifiod by the
formula for the paper,

Job Lot - Paper produced in excess of an order,

Jordan ~ A machine used to refine paper stock, It
controls the length of paper fibfes. Paper
stock goes through the jordan after it has
come from the beater and before 1t goes to the

paper machine,
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Kraft Paper -« A paper of high strength made from sulfate
pulp.

iraft Pulp ~ A strong pulp msde largely from pime by
the sulfate process,

Laminated Paper ~ A papor built up to a desired thickness
or a given surface by joining together two or more
webs or sheets,

Hachine Wirs - The continuous, copper meshed wirs which

. is the traveling surfsce upon which the web of

| paper 3s formed. It is usuaslly referfed to as
 the "wire".

Haking Order - Amy order which canaot be £1lled from
stock and is to be made socording to purchasor's
spocifications,

Paper - A hogogenoua‘turuatlon of primarily cellulose
£ibres which are formed in water suspension on
the machine wire and bound together by weaving
of the £ibres sud by bonding agents,

Paper Hachine - The machine upon which the fibres and
other componants of papor are formed, pressod,
dried, calendared, wound upon reels, slit into
appropriate widths and wound iuto rolls, or cut
into sheets in certain cases,

tulp - Papermaking matorial existing in @ d;sintegrated
fibrous woet or dry state, Bofore it is dispersed

onto the paper machine, it is mixed, beaten and
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diluted to a consistencyvcuitable for fabrication
into papor,

fleam - A qaanéity of paper ~ 500 shoets for aost papers,
some tissues 48C sheets, |

Rewinder - A machine which takes rolls from the winder,
and slits or rewinds them into smaller rolls,

Slitter - A sharp disc which euts paper into pre-
determined widths,

Soda Pulp - Pulp made from deciducus or broddleaf
trees, such as poplar, by the soda process.

Sulfate « Alkaline process of cooking pulp. Nore often
referred to as kraft process. Also, pul§ cooked
by this process. |

Suction fress ~ Press used to remove water from paper

~ after the wire, by a combination of vacuum

and pressing action,

Stock (1) - Same as Furnish,

Stock (2) ~ Paper produced for inventory im large lots,
and sold in smaller lots on a customer hasis,

Trinsor (Guillotine) - Machine which cuts sheets to
final sige by the diagonal.uotipn of the
cutting blade or knife,

Tuber -« The machino which takes two or more paper
rolls, lays them together to foram @ multiwall
ply, and forms into a multiwall bag. The bag

ends are then sown to complete the process.
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Yatorproof Papor « A term for a water-repsllent paper
prepared by combining twe shosts of paper by
means of asphalt,

Het End - The heginaing of the paper machine, comprising
the headbox, wire end prass sections,

¥iiroe - The moviag “screed” at the wet eand of a paper

machine where the ghaot is formed.
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