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[bookmark: _Toc505957265][bookmark: _Toc16662651]INTRODUCTION TO THE FACILITATOR IMPLEMENTATION GUIDE OF THE OCCUPATIONAL CERTIFICATE: SUGAR PROCESSING MACHINE OPERATOR: KNOWLEDGE MODULE 3: BASIC BUSINESS STUDIES
Dear Facilitator
This Guide has been created to assist you to facilitate the NQF 3 Occupational Certificate: Sugar Processing Machine Operator Qualification: Knowledge Module 3:Basic Business Studies.
The following materials form part of this programme:
	Name of Document
	Numbers required
	When to use

	Qualification Guide
	1 per learner + 1 for facilitator
	At start of programme

	Knowledge Component

	Learning Resources (Textbooks)
	4 per learner + 4 for facilitator
	Hand out at start of each module

	Learning and Activities Guides (Workbooks)
	4 per learner + 4 for facilitator
	Hand out at start of each module

	Learner Summative Assessment Tool (Assessment documents)
	4 per learner + 4 for facilitator/assessor
	Assessment to be conducted at end of each module

	Facilitator Implementation Guide (This Guide)
	4 for facilitator
	Retained by facilitator

	Facilitator Assessment Tools and Model Answers
	4 for facilitator
	Retained by facilitator

	Practical Skills Component

	Learner Log Book
	1 for learner + 1 for facilitator
	Hand out at start of Practical Skills Component

	Mill Supervisor Guide
	1 for facilitator and 1 for Mill Supervisor
	Retained by facilitator and Mill Supervisor

	Workplace Experience Component

	Learner Statement of Work Experience and Summative Guide
	1 per learner
	Hand out at start of Workplace Component



This implementation guide will provide the facilitator with guidance regarding the implementation of the programme. This guidance will include:
· Instructions to the facilitator
· The format of the facilitation
· Slides to use during facilitation
· Guidance on directing learners to their assignments
· Recommended reading and further resources to be used during facilitation
Let’s get started!
[bookmark: _Toc16662652]
PROGRAMME ADMINISTRATION AND PLANNING
There are several administrative activities that must be completed before, during and after the training. These include:
· Programme planning, 
· Learner recruitment; and
· Implementing the programme
[bookmark: _Toc16662653]2.1	PROGRAMME PLANNING
The project team and training division meet to:
1. Plan all the activities that must take place in order for the Occupational Certificate: Sugar Processing Machine Operator to take place.
2. Assign people who will be responsible for facilitating the training (facilitators for theoretical component and instructors for the practical component), for assessment (Both formative and summative) and moderation.
3. Decide on the resources that must be purchased and made available during training.
4. Assign people responsible for gathering all the required resources.
5. Decide on the duration of this Occupational Certificate.
6. Ensure that all candidates have venues for the Work Experience Component (before the programme starts)
[bookmark: _Toc16662654]2.2	LEARNER RECRUITMENT
1. Provide learner information forms to all learners for completion.
2. Collect all learners’ qualifications, CVs and I.D. copies.
3. Evaluate the applications for eligibility for enrolment to the Occupational Certificate.
4. Inform learners who have been successfully selected to the Occupational Certificate by way of a welcome letter.
5. Inform learners who have been successfully selected to the Occupational Certificate of the first day of the programme.
6. Upload of learners to the AgriSETA database
7. Receive the proof of uploads from the AgriSETA
[bookmark: _Toc16662655]2.3	IMPLEMENTING THE PROGRAMME
1. Compile a detailed implementation plan and programme schedule.
2. Edit, print and prepare the appropriate learning material.
3. Purchase and prepare stationery packs for learners (if applicable)
4. Purchase stationery for facilitator.
5. Book training venues for theoretical and practical components as required by the programme schedule.
6. As the programme proceeds hand-out learning materials.
7. Train according to the implementation guidelines provided in this manual. Remember to be well prepared before each training session. Find additional learning resources such as examples, samples, photos, posters, videos, pamphlets and additional textbooks etc. which can add value to the learning experience. 
8. Build site visits and field trips into the programme as often as possible. Invite guest speakers from the industry and specifically from sugar mills to share their experience with the learners.
9. Guide the learners through their individual and group exercises and assignments in the Formative Assessment Guide and provide inputs where required.
10. Request the assessor to assess the modules as the training proceeds (Formative and summative).
11. Obtain feedback from the learners on, at least, a weekly basis regarding their satisfaction with the programme (Venue, Facilitation, Logistics, Amenities). Evaluate the feedback and address issues raised as quickly as possible providing feedback to the learners as to how these issues were addressed.
12. Ensure that learners understand the Training Provider appeals procedures and the Code of Conduct of the Training Provider.
13. As Competency Results become available ensure that these are sent to the relevant functionary for data capture and, if relevant, upload to the AgriSETA database.
14. Ensure that learners are eligible to proceed to the practical component of the Occupational Certificate before signing off on the Knowledge Component.
15. Ensure that learners are eligible to proceed to the Work Experience Component of the Occupational Certificate before signing off on the Practical Component.
16. Ensure that Mentors for the Work Experience Component are adequately briefed on their role and responsibilities before placing the learner for the Work Experience Component.
17. Explain the final Competency evaluation based on the handing in of the completed “Learner Statement of Work Experience and Summative Guide”.
18. Once competency is declared ensure that results are uploaded to AgriSETA and request the relevant department to print the award certificates (as relevant).
19. Issue certificates to the successful candidates. 
[bookmark: _Toc16662656]2.4	IMPLEMENTATION DOCUMENTATION
The Training Provider will provide templates of the following documents to the facilitator as requested:
· Learner recruitment form
· Training schedule
· Welcome letter
· Attendance registers
· Daily evaluation form
· Learner upload forms
· Individual learner progress report forms



[bookmark: _Toc16662657]KNOWLEDGE TOPIC 1: The Productive Work Environment (40%)
INSTRUCTIONS TO FACILITATOR
Purpose:	To introduce the candidates to Knowledge Module 3: Basic Business Studies and specifically Knowledge Topic 1: The Productive Work Environment.
Objectives:	By the end of the session the candidates will:
a) Have received their Sugar Processing Machine Operator Knowledge Component Learner Guide – Book 3 (Textbook),
b) Have received their Sugar Processing Machine Operator Knowledge Component Formative Assessment Guide – Workbook 3, 
c) Be able to list the key areas covered by basic conditions of employment,
d) Be able to explain measures to address or respond to problems and conflict that commonly arise in the workplace,
e) Be able to explain the importance of teamwork,
f) Be aware of the topics that will be dealt with within this module.
Procedure:	Hand out the participant materials and conduct a presentation. Allow time for learning activities.
Participant Materials:	Hand-out the following participant materials
· The Learner Guide Book 3 (Textbook)
· The Learner Formative Assessment Guide – Workbook 3
Presentation:	Do a presentation introducing Basic Business Concepts in the Sugar Industry covering the following aspects:
· Overview of basic conditions of employment
· Disciplinary codes and procedures
· Introduction to workplace conflict and grievances
· Teamwork
· Interpersonal and people relations
· Timekeeping and self-management
· Basic data recording and capturing
Slides:	Use the following slides for your presentation and refer frequently to the Learning Resource for further information.
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Learning activity:	Guide learners to Page 11 of the Learner Workbook 3. Learners are instructed to complete Learning activity 1.1. (30 minutes)
	Guide learners to Page 13 of the Learner Workbook 3. Learners are instructed to complete Learning activity 1.2. (1 hour)
	Guide learners to Page 16 of the Learner Workbook 3. Learners are instructed to complete Learning activity 1.3. (30 minutes)
	Guide learners to Page 20 of the Learner Workbook 3. Learners are instructed to complete Learning activity 1.4. (45 minutes)
	Guide learners to Page 23 of the Learner Workbook 3. Learners are instructed to complete Learning activity 1.5. (1.5 hours)
Total time taken:		Presentation: 6 hours
				Learning activity 1.1, 1.2, 1.3, 1.4, 1.5: 4.5 hours
Close:				Move on to the next session


[bookmark: _Toc16662658]KNOWLEDGE TOPIC 2: Productivity and Productivity Improvement (20%)
INSTRUCTIONS TO FACILITATOR
Purpose:	To introduce the candidates to Knowledge Topic 2: Productivity and Productivity Improvement.
Objectives:	By the end of the session the candidates will:
a) Be able to define and explain the concept of “Productivity”.
Procedure:	Conduct a presentation and allow time for learning activities.
Participant Materials:	The learner will use the following materials:
· The Learner Guide Book 3 (Textbook)
· The Learner Formative Assessment Guide – Workbook 3
Presentation:	Do a presentation about productivity and productivity improvement covering the following aspects:
· Productivity measurements 
· Continuous improvement 
· Productivity and profitability
Slides:	Use the following slides for your presentation and refer frequently to the Learning Resource for more detailed information.
[image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ][image: ]
Learning activity:	Guide learners to Page 30 of the Learner Workbook 3. Learners are instructed to complete Learning activity 2.1. (45 minutes)
Guide learners to Page 34 of the Learner Workbook 3. Learners are instructed to complete Learning activity 2.2. (1.5 hours)
Total time taken:	Presentation: 1.5 hours 
				Learning activities 2.1, 2.2: 3 hours
Close:				Move on to the next session


[bookmark: _Toc16662659]KNOWLEDGE TOPIC 3: The Myths of the Money Tree (40%)
INSTRUCTIONS TO FACILITATOR
Purpose:	To introduce the candidates to Knowledge Topic 3: The Myths of the Money Tree.
Objectives:	By the end of the session the candidates will:
a) Be able to explain the impact of costs on a business.
b) Be able to explain cost concepts.
Procedure:	Conduct a presentation and allow time for learning activities.
Participant Materials:	The learner will use the following materials:
· The Learner Guide Book 3 (Textbook)
· The Learner Formative Assessment Guide – Workbook 3
Presentation:	Do a presentation covering the following topics:
· Budgets 
· Income and profit  
· Machine and equipment costs 
· Manpower costs 
· Material costs 
· Cost of re-work
· Cost of energy, services and utilities
· Down time cost
Slides:	Use the following slides for your presentation referring frequently to the Learning Resource for more detail.
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Learning activity:	Guide learners to Page 37 of the Learner Workbook 3. Learners are instructed to complete Learning activity 3.1 (40 minutes)
	Guide learners to Page 40 of the Learner Workbook 3. Learners are instructed to complete Learning activity 3.2 (30 minutes)
Guide learners to Page 43 of the Learner Workbook 3. Learners are instructed to complete Learning activity 3.3 (30 minutes)
Total time taken:		Presentation: 3 hours
				Learning activities 3.1, 3.2, 3.3: 2 hours
Close:	This concludes this Knowledge Module. Provide time for the learners to complete their Formative Assessments and to prepare for their Summative Assessments. Collect the Formative Assessment documents for marking. Schedule a date, time and place for the Summative Assessment and conduct this. Capture the marks from both the Formative and Summative Assessments in the Formative and Summative Assessment Guides as well as the NQF 3 Summative Guide.
Close:				Move on to the next Knowledge Module.
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Introduction

Employees should understand the
challenges faced by their employers to
ensure that sustainable employment is
created

* Every employee is important and has rights

* Businesses have MANY expenses (besides
salaries)

* If expenses can be reduced, the
sustainability of business can be improved
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Introduction (cont.)

* Expensesinclude:
— Water and electricity
— Salaries of secretaries and cleaners (overheads)
— The petrol of the vehicles
— The maintenance of the equipment (even those used to
mow the lawn!)
— The uniform of the security guard
¢ The company’s viability is affected negatively by:
— Unproductive labour
— Absence of teamwork
— Absenteeism
— Multiple unnecessary grievances
* Employees play a major part in keeping a company viable
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Basic Conditions of Employment

* Gives effect to fair labour practices, which include clauses on:
— Vacation leave
— Sick leave
— Annual leave
— Maternity leave
— Family responsibility leave
— Ordinary working hours
— Overtime
— Hours of work
— Meal intervals and rest
— Work on Sundays and Public Holidays
— Night Work
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BCOE - Disciplinary Codes and
Procedures

* Included in workplace rules, policies and
procedures

* Explains:
* Expected standards of behaviour
* Expected conduct in the workplace
* What action can be expected for transgressions
* Explains the procedures in which transgressions

are managed

* To ensure transgressions are managed:
* Consistently

* Fairly
h —
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Roles and Responsibilities of

Employees

The employee shall:

Perform his duties in a responsible and diligent manner;

Protect and promote the interests of the company at all times
to the best of his ability with due regard to the interests of
management and his fellow employees;

Obey and execute with due care and skill reasonable
instructions which are given to him;

Observe the company’s normal hours of work;

Observe the safety rules and regulations prescribed by
management and by law;

Keep his vehicle, utensils, equipment and work place in a
good, neat and tidy order and condition
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Roles and Responsibilities of

The employee shall:
* Wear the prescribed clothing and safety apparel;
* Promptly report damage to the property of the company;

» Take all steps to ensure that no shortage in stock,
materials or cash occurs;

¢ Change into working clothing before he clocks in;

* Be at his station of work at the commencing time of
work;

* Report immediately to the production manager (and in
his absence the general manager) any injury which
occurs at the workplace.
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Roles and Responsibilities of
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The employee shall not:

¢ Commit any act or be guilty of any omission which
undermines the industrial peace, growth or stability of the
company or the maintenance and promotion of sound
employee/management relationships;

Absent himself from work without just cause;
¢ Report for duty under the influence of alcohol or drugs;

¢ Make use of drugs or consume intoxicating liquor whilst on
duty or during breaks in the course of working hours;

e Use or be in unauthorised possession of a dangerous
weapon;
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Roles and Responsibilities of

SEm xEﬁrranoye,,s scon !

The employee shall not:

* Willfully or deliberately damage or cause destruction to or
attempt to damage or destroy the property of the
company;

Embark upon or be involved in or conspire to commit any
act of industrial sabotage or espionage;

e Absent himself from work without permission and in the
case of absence on account of illness the failure to present
a valid doctor’s or registered hospital certificate which
certifies and justifies such absence;

¢ Commit or attempt to commit theft, fraud or forgery;
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Roles and Responsibilities of

The employee shall not:

* Be in unauthorised possession of property of the
company or any other person;

* Fight with or assault a fellow employee or attempt to do
so;

¢ Use abusive or insulting language;

* Clock in any employee or allow an employee to clock in
on his behalf;

* Change from working clothing before the sounding of the
hooter in respect thereof.
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Disciplinary Procedures

* A set way for an employer to deal with
disciplinary issues
* Several types/steps:
—Informal procedure
—Formal procedure
* Written warning
* Final written warning
* Demotion, dismissal or summary
dismissal
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Workplace Conflict and Grievances

e Conflictis a clash between individuals arising out of:
— Misunderstandings
— Differences in thought processes,
— Differences in attitudes,
— Differences in understanding,
— Differences in interests,
— Differences in requirements
— Differences in perceptions

* Conflicts can lead to:
Arguments
— Physical abuse

— Loss of peace in the workplace

— Changed relationships
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Workplace Conflict and Grievances

* No two individuals think alike
* You can choose HOW you deal with a conflict
* Every conflict has 5 phases:

—Prelude to the conflict

—Triggering event
—Initiation phase
— Differentiation phase
—Resolution phase
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How to Resolve Conflicts

¢ Talk with the other person.
— Ask the other person to name a time when it would be
convenient to meet.
— Arrange to meet in a place where you won't be interrupted.
¢ Focus on behaviorand events, not on personalities.
— Say “When this happens ...” instead of “When you do ...”
— Describe a specific instance or event instead of generalizing.
 Listen carefully.
— Listen to what the other person is saying instead of getting
ready to react.
— Avoid interrupting the other person.
— After the other person finishes speaking, rephrase what was
said to make sure you understand it.
— Ask questions to clarify your understanding.

-
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How to Resolve Conflicts (Cont.)

* Identify points of agreement and disagreement.
— Summarize the areas of agreement and disagreement.
— Ask the other person if he or she agrees with your
assessment.
— Modify your assessment until both of you agree on the areas
of conflict.
* Prioritize the areas of conflict.
— Discuss which areas of conflict are most important to each of
you to resolve.
* Developa plan to work on each conflict.
— Start with the most important conflict.
— Focus on the future.
— Set up future meeting times to continue your discussions.
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How to Resolve Conflicts (Cont.)

* Follow through on your plan.
— Stick with the discussions until you’ve worked through
each area of conflict.
— Maintain a collaborative, “let’s-work-out-a-solution”
attitude.
* Build on your success.
— Look for opportunities to point out progress.
— Compliment the other person’s insights and achievements.
— Congratulate each other when you make progress, even if
it’s justa small step. Your hard work will pay off when
scheduled discussions eventually give way to ongoing,
friendly communication.
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Grievance Principles and
Procedures

* A grievance is defined as any cause
of dissatisfaction of the employee or
groups of employees arising out of
the working situation

* A step-by-step procedure can be
followed to resolve grievances
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Tea mwork

Helps to build morale (spirit —a
good feeling)
* Makes employees more productive
(which improves profits)
* Problem-solving is easier — different
0 people bring different perspectives
and ideas to reach a creative
solution
* Helps employees encourage each
other
* Improves communication
* Helps employees respect each
other’s abilities and contribution
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Interpersonal and People Skills
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Positive interpersonal relationships will allow:

— Effective communication

— Understanding among employees

— Keep lines of communication open

— Maintain personal boundaries

— Strong association among individuals

n" — Positive ambience at the workplace

* Positive interpersonal skills include:
— Active listening
— Teamwork
— Responsibility
— Dependability
— Leadership
— Motivation
— Flexibility
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Interpersonal and People Skills

* Ways to improve interpersonal relationships:
— Communicate effectively
— Interact with your co-workers
— Communicate with co-workers of different teams
— Have informal meetings more often

Don’t have favourites

Get to know your co-workers
— Remember birthdays and anniversaries
Celebrate often
Work in teams
— Compromise

— Avoid jealousy
— Stand by your colleagues
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Time Keeping and Self-Mangement

Time-keeping helps you prioritise
* Leads to business efficiency
* Be punctual

* Make a list and then prioritize what needs to
be done (Urgent AND important first)

» Some tips for time managementinclude:
—Planning and organisation
—Developing and keeping to a schedule
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The Advantages of Time Management

A much greater feeling of satisfaction in your
life.

Much less stress.

* Significantly improved relationships.
* Significantly improved health.

* The ability to complete far more tasks in a
shorter period of time (this means greater
productivity, greater income and greater
satisfaction).
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The advantages of Time Management (cont.)

It allows a person to relax once the task is completed. This
allows time to reflect on the task completed allowing time to
check for and correct mistakes. Thus, better work is
submitted.

* One always feels confident about one self after completing a
task on time.

* Employers develop trust and confidence in their employees.

¢ Completing tasks on time helps to avoid back-logs of other
work that has not yet been done.

¢ Clients feel confident in the service-provider’s ability to keep
to deadlines and deliver work as scheduled — this is a great
marketing tool.
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Tips for Time Management

* Know your goals. Make sure you're engaging in
activities that support your business goals, both
short- and long-term. ...

* Prioritize wisely. ...

* Just say no. ...

Plan ahead. ...

Eliminate distractions. ...

* Delegate more often. ...
* Watch what you spend. ...

* Take care of yourself
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Self Management Skills

* Self-confidence
* Persistence

* Resilience

* Patience

* Perceptiveness
* Emotional regulation
* Problem solving

» Stress resistance

e Communication

* Memory

* Physical activity
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How to be a Productive Employee

* Make a “to-do” list
* Prioritize tasks

* Schedule tasks
* Be flexible SCHEDULE
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Data Recording

* Needed to keep track of progress of the business

* Every stage of sugar production requires data
collection

* Accurate and real-time

* Measurements include: Temperature, pressure,
quantity, quality

* Data is needed to calculate:

— Production efficiency
— Material losses

— Product quality
* Each piece of equipment needs to be monitored

h — B——
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Data Recording (cont.)

* Types of data that need to be captured include:

— Weighbridge (tonnages and loads by grower)

— Cane testing (quality determination is required
to pay each party accurately — grower and
miller)

— Factory laboratory (data is used to monitor the
milling performance — daily, weekly, monthly)

— Factory processes — continuously monitored to
improve throughput and cut costs
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Productivity Measures

AR
* Productivity is the ratio of total outputs per total inputs used in the
production of goods or services
* Methods to measure productivity include:
— Management by objectives
— Measuring productivity quantitatively (products per employee, or per
week, or per year)
— Feedback mechanisms (co-workers score each other)
— Service industries may measure:
* Number of tasks completed
* Speed of delivery
* Customer feedback
* Self-evaluations
— Time management productivity Productivity =
— Productivity by Profits
— Quality of tasks completed

Output

Input
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Productivity Measures (cont.)

Productivity of a Sugar Mill employee could be measured on:

* How long it takes for a process to be completed.

* How many batches an employee completes per
day/week/month.

* How many times re-work has been necessary.

¢ Whether there has been accident incidents by the employee
in a certain time period (or number of accident-free days)

* How often products from the employees’ processes are below
quality.

* Whether there are complaints from the employees’
supervisor or co-workers regarding the work or conduct of the
employee.
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Continuous Improvement
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A continual/continuous improvement process can be abbreviated as CIP or
Cl

Ongoing effort to improve products, services, or processes.

Seek "incremental" improvement over time or "breakthrough"
improvement all at once.

A practice of constantly re-examining and improving processes.

Not something that you “do.” Rather, it’s a way a company operates.
Adopting continuous improvementin a company means two things:

— Focus on Growth — The company should have an ongoing focus on
incrementally improving their processes, services or products.
Perfecting the way you do things “on-the-go” instead of carrying out
one-off change initiatives.

— Creatinga Culture of Improvement— More often than not, it’s the
employee on the shop floor who's an expert on company processes.
Continuous improvement should be the responsibility of everyone in
the company.
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Continuous Improvement (cont.)
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Continuous Improvement (cont.)

Benefits of Continuous Improvement include:
* Increased productivity and profits
* Increased output per unit input
* Greater efficiency
* Improved employee morale and accountability
* Employees contribute ideas and feel appreciated
* Every employee is key to organisational growth
* Makes employee feel valued
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Profitability and Productivity
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* Productivity is defined as the relationship between

output and input needed to create a product.

Meanwhile, profitability is determined by how much
money is left over after a product is produced and all
expenses have been paid.

Productivity in the workplace relates to how
efficiently your workers accomplish your company's
goals and produce goods or services for customers.

If productivity increases, more outputs are produced
from less inputs, thus expenses are reduced per unit
of output
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Ways to improve Productivity

Be efficient
* Delegate

* Reduce distractions

* Have the right tools and equipment
* Improve workplace conditions

» Offer support and set realistic goals
* Practice positive reinforcement

* Ensure employees are happy
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Ways to improve Profitability

Prepare a strategic plan

Determine up to five key success factors for your
business

Implement and monitor a budget

Benchmark revenue and overhead percentages with
your industry

Develop a cost accounting system

Conduct internal and external client satisfaction
surveys regularly





image48.JPG




image49.JPG
Money doesn’t grow on trees!

* Profit = Income — Expenses
* The higher the expenses the less the profit
* Many expenses need to be paid
* Every employee has a role to play to:
—Be more efficient
—Do more, produce more, with less:
*Time
* Inputs
* waste
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Budgets

AR
* A financial plan for the future

* Includes the expected income (revenues)
and expenses (costs)

* Used in the day-to-day management

* Agricultural inputs are seasonal by nature

* Annual budgets can show when shortfalls
may occur, so that planning can address
these (through overdraft facilities, loans,
etc.)

h E—
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Budgets (cont.)

* Cash flow budgets are useful for day-to-day
financial management.

* Used to project:

— When you can expect income and incur
expenses

— Whether you will have enough cash to meet
commitments

— The capital requirements of the business

— Whether expenses need to be reduced

— Whether efficiency needs to increase

— Whether staff need to be reduced
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Income and Profit

* Income sometimes called Gross Revenue
¢ Profit = Income — Expenditure

* Profit sometimes called Net Revenue

* From anincome statement, the following can be calculated

— Gross Value of Production (for each division of the enterprise)

— Directly allocatable variable cost (of each division of the enterprise)
— Sundry factory income

— Gross margins (of each division of the enterprise)

— Overhead costs

— External factor costs (e.g. interest paid on borrowed capital, cost of
hired equipment)

— Net increase in value of assets over liabilities due to non-production
activities (A)
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Income and Profit (cont.)

* From the previous indices, the following can
be calculated:

—Gross Value of Production for the factory
—Total directly allocatable variable costs
—Total Gross Margin for the factory

—Net Factory Income (NFI) — (B)

—Factory Profit or Loss (NFP) — (C)
—Growth in Net worth (D)
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Machine and Equipment Costs

Equipment is considered “Capital items” or “Fixed assets”
Includes:
— Furniture

— Computer equipment
— Cars or trucks necessary for the business
— Machinery
— Premises / Property / Factory

* Recordedin a “Fixed Asset Register”

* Subject to depreciation (spreading the cost of the asset over
several years for tax benefit purposes)
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Manpower Costs

* Includes:
— Salaries
— Wages
— Allowances
— Gratuities
— Contributions to Provident Fund
— Bonuses
— Welfare expenses
— Benefits (health insurance, year-end bonuses, performance bonuses,
profit-sharing)
— Unemployment insurance (UIF)
— Worker’s Compensation Insurance
— Skills Development Levy
— Payroll taxes (PAYE) (Due to the cost of accounting, HR or Payroll services
* Single largest expense of a business
* Contract labour used to complete seasonal tasks

k —
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Material Costs

* Also called Product Costs
* Costs incurred to create a
product
* Include:
* Direct material
* Direct labour
* Manufacturing overhead
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Material Costs (cont.)

* Can be reduced by:
* Substituting lower cost materials where possible
* Reduce waste
* Eliminate unnecessary product features
* Negotiate, negotiate, negotiate
* Leverage suppliers
» Transform buyers into suppliers
* Provide warehouse and distribution services
 Offer quick payment for lower prices
* Negotiate long-term supply agreements
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Cost of Rework

Costs associated with correcting defective, failed or non-conforming
product
Reasons for sugar rework could include:

Equipment malfunction or human error

Product specification not correctly communicated (at all or in a timely
manner)

Product specification manufacturing change not implemented properly
Product damaged in transit (during delivery to client)

Product damaged in use (perhaps spoiled by water damage in a
warehouse)

Rework costs include — twice of:
— Labour cost
— Materials cost

— Equipment costs

k —
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Ways to Reduce Rework Costs

* Update and maintain a daily Operational
Management Plan

* Communicate quickly & completely with the
manufacturing team. Be available.

* Be proactive. Preempt quality control issues by
taking a proactive rather than a reactive position.

* Make regular factory inspections to identify
problems and to look for ways to improve processes.

* You want to find the root cause of the issue and
resolve it as early and as simply as possible.
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Ways to Reduce Rework Costs (cont.)

* Could the problem be solved by:
—Acquiring new equipment and fixtures?
—Improved employee training?
—Software upgrades or additions?

— Greater attention during manufacturing
stages?

—More emphasis on pre-production
processes?

—Revised packaging/handling procedures?
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Ways to Reduce Rework Costs (cont.)

* Implement and emphasize quality control procedures.

* Create a Scrap Materials Plan. It is always preferable to
rework the product, but sometimes scrapping is
unavoidable.

* Inthe event you need to scrap, try to reduce the amount
of waste as much as possible. Depending on the material
or location:

— Can you avoid dumping fees?
— Can the product be repurposed?
— Can parts of the product be recycled?
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Cost of Energy, Services, Utilities

* Manage your energy use
* Shift your energy use to cheaper periods
* Choose energy efficient options

— Purchasing or leasing energy efficient equipment (where
possible).

— Regularly maintaining equipment.

— Switching to gas or electric vehicles (where possible).
— Changing to energy efficient lighting.

— Managing standby power use.

— Installing timers, smart meters and displays.

k * Switch to alternative energy
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Down-Time Costs

Down-time is a period during which equipment or machinery is not
functional or cannot work.

* May be due to:

— Technical failure

— Machine adjustment

— Maintenance

— Non-availability of inputs such as materials, labour or power.

* The average downtime is usually built into the price of goods
produced to recover its costs through the revenue.

* Downtime costs are not necessarily out-of-pocket costs. Instead,
they are an estimation of the money lost during the downtime. This
includes the obvious business transactions that can't be made
(prospects that may go elsewhere or communication that can't
transpire effectively, creating a backlog).
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Down-Time Costs (cont.)

¢ Includes less tangible costs, like:
— Reputation loss

— Employee salaries - incurred with little work being
completed

— Building expenses (a/c, light, security, etc.) during "non-
working hours

¢ Costsinclude:

— Lost revenue
— Lost productivity
— Cost to recover
— Intangible costs
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Wastes associated with Down-Time

Defects (Information and products that are incomplete or inaccurate)
Overproduction (Making more of something than is needed)

Waiting (for information, equipment, materials, parts or people)
Non-Utilized Talent (Not properly utilizing people’s experience, skills,
knowledge or creativity —employees unable to make decisions, employees
not fully trained, skilled employees doing unskilled tasks)

Transportation (unnecessary movement of materials, people, information
or equipment),

Inventory (Accumulation of parts, information, applications, product
which is beyond what is required by the customer),

Motion (Any movement by people that is not of value such as unnecessary
walking between equipment, switching equipment applications)
Extra-Processing (Any steps that do not add value in the eyes of the
customer — extra detail, extra features, extra reporting to achieve the end
result).
(This acronym spells DOWNTIME)
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