4
KNOWLEDGE COMPONENT: LEARNING RESOURCE: BOOK 3
OCCUPATIONAL CERTIFICATE: SUGAR PROCESSING MACHINE OPERATOR

[image: ]

KNOWLEDGE COMPONENT: LEARNING RESOURCE: BOOK 3: BASIC BUSINESS STUDIES 
OCCUPATIONAL QUALIFICATION: SUGAR PROCESSING MACHINE OPERATOR

KNOWLEDGE COMPONENT: 
LEARNING RESOURCE

BOOK 3: BASIC BUSINESS STUDIES

KNOWLEDGE COMPONENT: LEARNING RESOURCE BOOK 3: BASIC BUSINESS STUDIES
[image: ]
OCCUPATIONAL QUALIFICATION: 
SUGAR PROCESSING MACHINE OPERATOR



©Copyright AgriSETA
Telephone: +27 12 301 5600
  [image: ]

[bookmark: _GoBack]







AgriSETA holds the copyright to its publications and Web pages. Proper citation is requested.


TABLE OF CONTENTS
AN INTRODUCTION TO THIS LEARNING RESOURCE	8
KNOWLEDGE MODULE 3: BASIC BUSINESS STUDIES	9

1.	Knowledge Topic 1: The productive work environment	11
1.1	OVERVIEW OF BASIC CONDITIONS OF EMPLOYMENT	11
1.1.1	Introduction	11
1.1.2	Compliance with the Basic Conditions of Employment Act, 75 of 1997 (BCEA)	11
(1)	Vacation leave	11
(2)	Sick leave	11
(3)	Annual leave	12
(4)	Maternity leave	12
(5)	Family responsibility leave	13
(6)	Ordinary working hours	13
(7)	Overtime	13
(8)	Compressed working week	14
(9)	Averaging of hours of work	14
(10)	Meal intervals and rest periods	14
(11)	Work on Sundays and public holidays	15
(12)	Night work	15
1.2	DISCIPLINARY CODES AND PROCEDURES	16
1.2.1	Disciplinary codes	16
(1)	The employee shall:	16
(2)	The employee shall not:	17
1.2.2	Disciplinary procedures	18
(1)	Informal procedure	18
(2)	Formal procedure	18
1.3	INTRODUCTION TO WORKPLACE CONFLICT AND GRIEVANCES	21
1.3.1	Workplace conflicts	21
(1)	Resolutions to conflicts at the workplace	22
1.3.2	Grievance principles and procedures	24
(1)	Principles	24
(2)	Procedure	24
1.4	TEAMWORK	27
1.4.1 	How to improve teamwork in the workplace	27
(1)	Workload Sharing	27
(2)	Brainstorming Sessions	28
(3)	Co-worker Support	28
(4)	Employee Cross-training	28
(5)	Morale Boosting	29
1.5 	INTERPERSONAL AND PEOPLE RELATIONS	29
1.5.1	How to Improve Interpersonal Relationships at the Workplace	30
1.6	TIME KEEPING AND SELF MANAGEMENT	31
1.6.1	Time keeping	31
(1)	Planning and Organisation!	31
(2)	How to develop a schedule	32
(3)	The advantages of time management	34
(4)	Effective tips for time management	35
1.6.2	Self-management	35
(1)	Self-management skills	36
(2)	How to be a productive employee	37
1.7	Basic data recording and capturing	38
1.7.1	The importance of data recording	38
1.7.2	Types of data that need to be captured	38

2.	Knowledge Topic 2: Productivity and productivity improvement	40
2.1	PRODUCTIVITY MEASUREMENTS	40
2.1.1	Methods for measuring productivity	40
(1)	Management by Objectives	40
(2)	Measuring Productivity Quantitatively	41
(3)	360-Degree Feedback	42
(4)	Measuring Service Productivity	42
(5)	Measuring Time Management Productivity	43
(6)	Measuring Productivity by Profit	44
(7)	Measuring the Quality of Tasks Completed	44
2.2	CONTINUOUS IMPROVEMENT	44
2.2.1	What is continuous improvement?	44
2.2.2	Benefits of Adopting Continuous Improvement	45
(1)	Increased Productivity and Profits	46
(2)	Employee Morale and Accountability	46
2.3	PRODUCTIVITY AND PROFITABILITY	46
2.3.1	Effective ways to increase productivity	46
2.3.2	How to improve profitability	48

3.	Knowledge topic 3: The myths of the money tree	51
3.1	BUDGETS	51
3.2	INCOME AND PROFIT	53
3.2.1	The Income Statement	53
(1)	Net Factory Income (NFI)	54
(2)	Net Factory Profit (NFP)	54
(3)	Net Increase in the Value of Assets over Liabilities	54
(4)	Growth in Net Worth	54
3.3	MACHINE AND EQUIPMENT COSTS	55
3.3.1	Cost of equipment	55
3.3.2	Depreciation and allowances	56
3.4	MANPOWER COSTS	56
3.4.1	Salaries and Wages	56
3.4.2	Contract Labour	57
3.4.3	Employee Benefits	57
3.4.4	Employment-Related Insurance	57
3.5	MATERIAL COSTS	57
3.6	COST OF REWORK	60
3.6.1	Ways to Reduce Rework Costs	61
3.7	COST OF ENERGY, SERVICES AND UTILITIES	62
3.7.1	Manage your energy use	62
3.8	DOWN TIME COST	63

[bookmark: _Toc14697953][bookmark: _Toc464730905]
AN INTRODUCTION TO THIS LEARNING RESOURCE
This Knowledge Component Learning Resource: Book 3: Basic Business Studies is intended to be used with the Knowledge Component Learner Workbook 3 (Formative Assessment Guide): Basic Business Studies: Sugar Processing Controller NQF 3. It can also be used as a stand-alone information resource (text book).
This Learning Resource provides detailed information on the following topics:
· KM-03-KT01: The productive work environment (40%)
· KM-03-KT02: Productivity and productivity improvement (20%)
· KM-03-KT03: The myths of the money tree (40%)
(Note: KM = Knowledge Module, KT = Knowledge Topic)
[bookmark: _Toc195429042][bookmark: _Toc464730913][bookmark: _Toc14697954]
KNOWLEDGE MODULE 3: BASIC BUSINESS STUDIES
Module number: 716106000-KM-03: NQF Level 2: Credits 4
BACKGROUND
[image: Image result for productivity employee images][image: Related image]Employees are often not aware of the business factors that influence the viability and sustainability of a company. Employees concentrate on their assigned tasks, and to them, doing these tasks well will determine whether the company will be profitable. However, there is the “BIGGER” picture that they need to be aware of. Once they see and understand this “BIGGER PICTURE” then they will realise how very, very important their work is, but also, how important everybody else’s work is, and also, that there are many responsibilities (and constraints) that must be fulfilled for a company to operate efficiently and profitably. 
From the income made by selling the product, all expenses must be paid – things like water and electricity, the salaries of the secretaries and the cleaners, the petrol of the vehicles, the maintenance of the equipment used in the grounds, the uniform of the security guard who mans the entrance gate. There are many, many things that need to be paid from the proceeds. 
Thus, when employees are unproductive, do not work as a team, are continuously absent or have multiple grievances, these factors impede on the ability of a company to stay viable.
This Knowledge Module aims to provide an overview of some of the factors that influence the viability of a business, and attempts to create awareness of the role that the Sugar Processing Machine Operator, and every other employee, has in assisting the company achieve its financial, human resource and productivity targets. 


1. [bookmark: _Toc14697955]Knowledge Topic 1: The productive work environment
[bookmark: _Toc14697956]1.1	OVERVIEW OF BASIC CONDITIONS OF EMPLOYMENT
[bookmark: _Toc14697957]1.1.1	Introduction
This Act gives effect to the right to fair labour practices – referred to in section 23(1) of the Constitution. It does so by establishing and making provision for the regulation for basic conditions of employment. The Republic is a member state of the International Labour Organisation and there are obligations with which South Africa needs to comply.
Labour Law in South Africa is considered, by some, as restrictive of job creation and not conducive to active employment by employers. Others however, feel that our Labour Laws are so well-formulated and clear that it is very easy for an employer to know what the rules are.
[bookmark: _Toc14697958]1.1.2	Compliance with the Basic Conditions of Employment Act, 75 of 1997 (BCEA)
Let us look at some of the employment conditions as clearly stated by the Basic Conditions of Employment Act.
[bookmark: _Toc14697959]Vacation leave
Vacation leave is, in terms of common law a, privilege.  This means that, as a matter of course, the employee is not entitled to any paid vacation leave.  Parties may agree at conclusion of the contract that the employer will grant the employee a certain number of days ‘vacation leave.  This leave may be taken only after completion of a certain prescribed period (e.g. a year’s service).
[bookmark: _Toc14697960]Sick leave
Sick leave is not paid leave in terms of the common law either.  The employee is paid only for the period actually worked.  The parties may agree on paid leave when they conclude their contract of employment.
If the period of sickness is brief, the employer may not terminate the services of the employee.  If, however, the employee is absent for an unreasonably long period the employer may have the right to dismiss – this differs from instance to instance.
Once again, rules pertaining to sick leave have been created by legislation.  The Basic Conditions of Employment Act, in section 22, provides for 30 to 60 working days’ paid sick leave during a three year cycle, depending upon whether the person works a five-day or six-day week.
[bookmark: _Toc14697961]Annual leave
Annual leave is leave with full pay and is calculated over a 12-month cycle.  An employee is entitled to a minimum of 21 consecutive days’ leave per year.  The parties may conclude an agreement which provides for leave of a least one day for every 17 days of completed work or one hour for every 17 hours worked.  Leave is extended by one day for every public holiday which falls within the leave period.
[image: MCj01976620000[1]]Annual leave must be granted to the employee within the first six months of completion of the leave cycle or in accordance with an agreement between the parties.  Leave must be taken and may not be ‘exchanged’ for money, but if an employee has leave upon the termination of employment, such leave must be paid out.  Annual leave my not run concurrently with a period of notice to terminate services or any period of leave the employee is entitled to, except during a period of unpaid leave.  This means annual leave may not run concurrently with a period of paid sick leave, maternity leave or family responsibility leave that the employee is entitled to.
[bookmark: _Toc14697962]Maternity leave
An employee is entitled to four (4) consecutive months’ maternity leave.  Maternity leave commences at anytime at 4 weeks before the expected date of confinement or on a date necessitated by the employee’s health or that of her unborn child, unless a medical practitioner of midwife.  An employee may not work for 6 weeks after the birth of her child, unless a medical practitioner or a midwife certifies that she is fit to do so.  An employee who has a miscarriage during the third semester or bears a stillborn child is entitled to maternity leave for six weeks after the miscarriage or stillbirth.  An employee is required to notify her employer four weeks in advance and in writing of the intended date of commencement of maternity leave and the return date of work.  Maternity leave is unpaid leave.  However, an employee is entitled to claim maternity benefits in terms of the Unemployment Insurance Fund Act.
[bookmark: _Toc14697963]Family responsibility leave
Employees are entitled to three (3) days’ paid leave per annual leave cycle.  This leave is granted for the birth, illness or death of a child or death of a spouse, life partner, parent, grandparent, grandchild or sibling.  Only employees who work for four (4) days or more per week are entitled to this leave and they become so entitled once the first four months of employment have been completed.  Before paying the employee for family responsibility leave, the employer may require proof of the event for which leave was sought.
[bookmark: _Toc14697964]Ordinary working hours
An employee is should work a maximum of 45 hours per week.  If working for 5 days or fewer per week, the employee should work maximum of 9 hours per day.  If working for more than 5 days per week, the employee should work the maximum of 8 hours per day.  If the employee  duties include serving the public, the maximum my by agreement be extended by 15 minutes per day up  to a maximum of 60 minutes per week to enable  the employee continue performing those duties after the after the completion of ordinary hours of work.
[bookmark: _Toc14697965]Overtime
Overtime may be worked only by agreement.  An agreement between an employer and an individual employee lapses after one year if it was concluded at the commencement of or within the first three months of employment.  There is no limit on overtime hours per day.  There is a maximum of 10 hours overtime per week.  A collective agreement may increase overtime hours to 15 hours per week.  The increased overtime hours may apply for a maximum of two months in any 12 month period.  One and the half hourly rate should be paid to the employee or parties can agree to normal hourly rate plus paid time off at the rate  of 30 minutes for every hour of overtime worked OR parties can agree to no pay and only paid time off at the rate of 90 minutes for every hour of overtime worked.  Sunday is considered as overtime if the employee does not ordinarily work on Sundays.  Thus, when the maximum weekly overtime hours are calculated, the hours worked on a Sunday must be included.
[bookmark: _Toc14697966]Compressed working week
A written agreement between the employer and the employee may allow the employee to work a maximum of 12 hours per day without receiving overtime pay, provided the employee does not work more than 45 ordinary hours or more than 10 hours’ overtime in any week or on more than 5 days in any week.  This allows for employees to work a compressed working week, for example, only 3 or 4 days per week, but longer hours per day without forfeiting any pay or the employer having to incur the expense of paying overtime rates.
[bookmark: _Toc14697967]Averaging of hours of work
Ordinary hours of work and overtime may, in terms of a collective agreement, be averaged over a maximum period of 4 months, subject to the average ordinary hours not exceeding 45 hours per week and the average overtime not exceeding 5 hours per week.  The first two collective agreements providing the averaging working hours each lapse after 12 months, that is, these arrangements must be reviewed on an annual basis for the first 2 years, after which the parties may agree to extend such agreement indefinitely.
[bookmark: _Toc14697968]Meal intervals and rest periods
An employee must have a meal interval of at least 1 hour after 5 hours of continuous work.  By agreement the parties my reduce meal interval to not than less than 30 minutes or dispense with the meal interval if the employee works fewer that 6 hours per day.  The meal interval is unpaid, but the employee must be remunerated if he is required to work or to be available for work during the meal interval.
A daily rest period of at least 12 consecutive hours between ending and recommencing work is prescribed, while the weekly rest period must be at least 36 consecutive hours, which must include Sunday unless otherwise agreed.  Rest periods may be varied by written agreement between the employer and the employee.  In respect of weekly rest periods, such an agreement may provide for the rest period of at least 60 consecutive hours for every 2 weeks.  Alternatively, the weekly rest period may be reduced for up to 8 hours in any week, provided the rest period in the following week is extended equivalently.  Daily rest periods may be reduced to 10 hours in the case of an employee who lives in the premises of his workplace and whose meal intervals last for at least 3 hours.
[bookmark: _Toc14697969]Work on Sundays and public holidays
Worked performed on a Sunday by an employee who does not normally work on Sundays is considered overtime and the hours so worked, form part of the overtime hours.  If an employee ordinarily works on Sundays, he must be paid ‘1 and a half’ times his hourly rate.  If an employee does not ordinarily work on Sundays he must be paid double his hourly rate.  In both instances the employee must receive at least an ordinary day’s wages or rates referred to, whichever is the greater amount.  The parties may agree on the ordinary rate plus time off.
An employee who works on the public holiday must e paid at least double his daily rate OR his must be paid his normal daily rate plus the amount for actual time worked, whichever is the greater.  These payments are in respect of public holidays that fall on days that would otherwise have been working days.
If a shift worked by an employee falls on a Sunday and another day, the whole shift is deemed to have been worked on the Sunday, unless the greater portion of the shift was worked on the other day, in which case the whole shift is deemed to have been worked on the other day.  The same provision is applicable to work on public holidays.
[bookmark: _Toc14697970]Night work
Night work is defines as work done between 6 pm and 6 am.  The employer must pay to the employee the allowance, which may be a shift allowance or which may take the form of reducing working hours.  Transportation must be available between the employee’s place of residence and the workplace at the commencement and conclusion of the employee’s shift.  
Night work on a regular basis is defined as work of more than one hour between 11pm and 6am on at least five occasions per month or 50 occasions per year.  An employer who requires an employee to perform night work on a regular basis must inform him of any health hazards associated with the work.  At the request of the employee the employer must enable him to undergo a medication examination concerning those hazards and, where practicable, transfer the employee to suitable day work if he suffers from a health condition associated with the performance of night work.
[bookmark: _Toc14697971]1.2	DISCIPLINARY CODES AND PROCEDURES
[bookmark: _Toc14697972]1.2.1	Disciplinary codes
The purpose of a Disciplinary Code is to bring to the attention of all employees - through the workplace rules, policies and procedures - the standards of behaviour and conduct expected of them in the workplace, and what action may be taken against employees who are proven, by means of a fair procedure, to have transgressed any part of this Code. The code also assists line management in dealing with employee misconduct in a consistent and fair manner. 
[bookmark: _Toc14697973]The basic content of a Disciplinary Code entails a list of the roles and responsibilities of the employee at a workplace. (Please note: Where the male gender is provided, the female gender is also implied)
1. The employee shall:
1) Perform his duties in a responsible and diligent manner; 
2) 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; 
3) Obey and execute with due care and skill reasonable instructions which are given to him; 
4) Observe the company’s normal hours of work; 
5) Observe the safety rules and regulations prescribed by management and by law;
6) Keep his vehicle, utensils, equipment and work place in a good, neat and tidy order and condition; 
7) Wear the prescribed clothing and safety apparel; 
8) Promptly report damage to the property of the company; 
9) Take all steps to ensure that no shortage in stock, materials or cash occurs;
10) Change into working clothing before he clocks in; 
11) Be at his station of work at the commencing time of work; 
12) Report immediately to the production manager (and in his absence the general manager) any injury which occurs at the workplace. 
[bookmark: _Toc14697974]The employee shall not:
a) 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; 
b) Absent himself from work without just cause; 
c) Report for duty under the influence of alcohol or drugs; 
d) 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; 
f) Willfully or deliberately damage or cause destruction to or attempt to damage or destroy the property of the company; 
g) Embark upon or be involved in or conspire to commit any act of industrial sabotage or espionage; 
h) 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; 
i) Commit or attempt to commit theft, fraud or forgery; 
j) Be in unauthorised possession of property of the company or any other person; 
k) Fight with or assault a fellow employee or attempt to do so; 
l) Use abusive or insulting language; 
m) Clock in any employee or allow an employee to clock in on his behalf; 
n) Change from working clothing before the sounding of the hooter in respect thereof.
[bookmark: _Toc14697975]1.2.2	Disciplinary procedures
Disciplinary procedures are a set way for an employer to deal with disciplinary issues. They should include a disciplinary hearing where you're given a chance to explain your side of the story.
1. [bookmark: _Toc14697976]Informal procedure 
The immediate supervisor will normally deal with minor breaches by verbally reprimanding the employee concerned.
Should more formal action be warranted, the following formal procedure will apply.
[bookmark: _Toc14697977]Formal procedure
1. Written warning 
a) Such a warning may be issued by the immediate supervisor (first reporting level). The supervisor will issue a written warning to the employee when a previous verbal warning has failed.
b) The nature of the incident that gave rise to the warning must be clearly recorded. The supervisor shall also indicate the action that is necessary to be taken by the employee to redress the offence committed and the penalties that may be incurred in the event of future offences, should the behaviour of the employee fail to improve. This warning must be signed by the supervisor concerned.
c) The reasons for the action as well as its exact nature must be explained to the employee by his immediate supervisor.
d) The employee will be expected to sign the written warning and be given a copy. The original of the written warning must be retained by the company. Should the employee refuse to sign the written form, two witnesses shall verify that the warning was issued by signing the form.
2. Final written warning
a) Such a warning may be issued by the head of a section (second reporting level). A final written warning shall be issued to the employee when previous warnings have failed or when a written warning is considered inadequate because of the type of misconduct.
b) The nature of the employee’s misconduct must be clearly recorded and signed by the head of the section. The reason for the action must be explained to the employee.
c) The employee shall be expected to sign the final warning and be given a copy. The original of the written warning must be retained by the company. Should the employee refuse to sign the written form, two witnesses shall verify that the warning was issued by signing the form.
d) Appeals against any warning must be lodged within two days of receipt thereof. A review of the warning will be undertaken by the personnel manager and departmental head.
3. Demotion, dismissal or summary dismissal 
a) The above disciplinary actions may be applied by management for major breaches of discipline or as a result of other misconduct when a final written warning is in operation. These disciplinary actions may be recommended by the immediate supervisor, or by any person on the second or third reporting levels after consideration of the facts.
b) Every case where demotion, dismissal or summary dismissal is a possible punishment shall be thoroughly investigated. For this purpose a disciplinary hearing shall be convened by a section manager, acting as chairman, within five (5) working days of the offence being identified, provided that the period of five (5) days may be extended by the chairman if unavoidable practical reasons exist.
Apart from the chairman, the following persons may attend the hearing:
· The employee 
· The employee’s representative 
· An interpreter, if necessary
· The personnel manager or an officer of the company.
The chairman and the employee may call such witnesses as are required.
c) The chairman shall decide whether the employee is guilty or innocent and inform the employee. After taking this decision he shall refer to the employee’s personal file and any possible evidence in mitigation and decide on the action to be taken.
d) Any penalty decided on by the chairman shall be conveyed to the employee in writing by the employer. In the case of dismissal or summary dismissal the letter must contain the reasons for the dismissal or summary dismissal.
e) Within two working days of receipt of a notice of dismissal or summary dismissal, the employee may lodge an appeal in writing to the personnel manager stating the grounds for appeal.
An appeal hearing will be conveyed within five (5) days of such an appeal being lodged. The following persons may be present at an appeal:
· The general manager, 
· The personnel manager (or alternative) plus one other representative,
· The worker concerned, 
· The shop steward from the worker’s constituency, 
· The senior shop steward and witness.
Union officials may be present with prior arrangement, provided that the hearing should not be unreasonably delayed on the grounds that union officials are not available.
f) Should a decision of management regarding a disciplinary appeal be unacceptable, a dispute may be declared in terms of Clause 10 within a reasonable period of time.
[image: ]
[bookmark: _Toc14697978]1.3	INTRODUCTION TO WORKPLACE CONFLICT AND GRIEVANCES
[bookmark: _Toc14697979]1.3.1	Workplace conflicts
Conflict is defined as a clash between individuals arising out of misunderstandings, a difference in thought process, attitudes, understanding, interests, requirements and even sometimes perceptions. A conflict results in heated arguments, physical abuse and definitely loss of peace and harmony in the workplace. A conflict can actually change relationships. 
Whenever two individuals have different opinions, a conflict arises - they must then choose how they will deal with that difference of opinion. Conflict is nothing but a fight either between two individuals or among group members. No two individuals can think alike and there is definitely a difference in their thought process as well as their understanding. Disagreements among individuals lead to conflicts and fights. Conflict arises whenever individuals have different values, opinions, needs, interests and are unable to find a middle way.
Misunderstandings as well as ego clashes also lead to conflicts. Every individual has a different way of looking at things and reacting to various situations.
A conflict has five phases
1) Prelude to conflict - This involves all the factors which may possibly create the basis for conflict between individuals. This may include: lack of coordination / communication, differences in interests, or dissimilarity in cultural, religious, and educational background.
2) Triggering Event - No conflict can arise on its own. There has to be an event which triggers the conflict.
3) Initiation Phase – This is the phase where the conflict has already begun. Heated arguments, abuses, verbal disagreements are all warning alarms which indicate that the fight is already on.
4) Differentiation Phase - It is the phase when the individuals voice out their differences against each other. The reasons for the conflict are raised in the differentiation phase. They each provide the reasons why they are unhappy / angry / dissatisfied with the other person / group.
5) Resolution Phase – Conflict, by itself, leads nowhere – It needs to be resolved. Individuals must try to compromise to some extent and resolve the conflict. The resolution phase explores the various options to resolve the conflict.
1. [bookmark: _Toc14697980]Resolutions to conflicts at the workplace
There are various ways that a conflict can be resolved.
1) 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.
2) Focus on behavior and events, not on personalities.
· Say “When this happens …” instead of “When you do …”
· Describe a specific instance or event instead of generalizing.
3) 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.
4) 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.
5) Prioritize the areas of conflict.
· Discuss which areas of conflict are most important to each of you to resolve.
6) Develop a 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.
7) 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.
8) 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 just a small step. Your hard work will pay off when scheduled discussions eventually give 	way to ongoing, friendly communication.
[bookmark: _Toc14697981]1.3.2	Grievance principles and procedures
1. [bookmark: _Toc14697982]Principles 
A grievance is defined as any cause of dissatisfaction of the employee or groups of employees arising out of the working situation, or the application of conditions of employment other than that occasioned by a penalty confirmed in terms of the disciplinary procedure.
[bookmark: _Toc14697983]Procedure
Step 1
An employee who has a grievance must first report such grievance to his immediate supervisor (first reporting level) and discuss the matter with him on an informal basis. The employee may be accompanied by a shop steward if he so wishes.
Such employee’s supervisor must endeavour to resolve the grievance and communicate the outcome to the employee as soon as possible.
In the event of the grievance not being resolved during these discussions, the employee must inform his supervisor that he wishes the matter to be treated as a formal grievance by completing a grievance form in writing.
In the event of an employee having a complaint about his immediate supervisor, he may approach his head of section (second reporting level) directly for the purpose of solving his particular grievance.
Step 2
In the event of the grievance not being resolved at Step 1 within a maximum of two (2) clear working days of the formal grievance being lodged, the employee may ask to see his head of section. The employee may be assisted by a shop steward if he so wishes. The head of section and the employee must endeavour to resolve the matter as soon as possible.
Step 3
In the event of any grievance not being resolved at Step 2 within a maximum of two (2) clear working days, the employee may ask to see his head of department (third reporting level). The employee may be assisted by a shop steward if he so wishes. The head of department and the employee must endeavour to resolve the matter as soon as possible.
Step 4
In the event that any grievance not being resolved at Step 3 within two (2) clear working days, (or longer by mutual agreement) from the date on which the grievance was referred to the head of department, the employee may elect to have the matter referred to a meeting to be attended by the following:
· The dissatisfied employee, or where a group of employees is concerned, the representative shop steward(s)
· The shop steward
· An official of the union at the request of the shop steward or of the company representatives, 
· Up to four company representatives and any other employees required by the company.
The committee must try to resolve the matter within a maximum of five (5) working days.
Step 5
If the grievance is not resolved at Step 4, the issue may be referred to mediation if both the company and the union agree thereto. Both parties must agree on the mediator to be appointed. Alternatively, or after mediation has failed, the issues may be referred to arbitration if the company and the union agree thereto. If both parties agree to arbitration an agreement must be reached between them on the arbitrator to be appointed. In such an event the arbitrator’s award shall be final and binding.
Step 6
If a grievance remains unresolved the parties may pursue any other lawful course of action.
A schematic illustrating this process is shown below.
[image: C:\Users\Scientific Roets\Pictures\Grievance procedure 1.jpg]

[bookmark: _Toc14697984][image: C:\Users\Scientific Roets\Pictures\TEAMWORK.jpg]1.4	TEAMWORK
Good teamwork helps to build morale in the workplace, which makes workers more productive and ultimately improves profits. For organizations that have excellent teamwork, problem-solving is easier – since people with different skills and knowledge will work together to produce a creative solution.
Teamwork helps employees open up and encourage each other. Open communication is key when working on a team and produces effective solutions in difficult group projects. By working together, employees learn that wins and losses affect everyone on the team. Teamwork necessitates confidence in each other's distinct abilities
[image: C:\Users\Scientific Roets\Pictures\team.jpg]
[bookmark: _Toc14697985]1.4.1 	How to improve teamwork in the workplace
1. [bookmark: _Toc14697986]Workload Sharing
Workload sharing is one of the ways teamwork increases work productivity. If one team member has less work than another, teamwork can help balance that out.
The employee with time available could offer assistance to another worker who has too much on their plate. This allows projects to be completed faster, increasing business profits and turn-around times.
[bookmark: _Toc14697987]Brainstorming Sessions
When two people work closely together on a project, they have a better chance of completing it. Putting more than one mind to the task generally provides better results.
Work can not only be completed faster with more than one person, but with greater creativity and workable solutions. Two or more people can brainstorm and run ideas by each other until problems are resolved. On the other hand, one person working alone has no sounding board and could become burned out.
[bookmark: _Toc14697988]Co-worker Support
Teamwork increases work productivity through co-worker support. Many businesses experience ups and down due to business changes, turnover, or other challenges.
It is during these times that co-worker support can become the glue that holds a business together. Team members can offer each other guidance as well as advice and ideas. This can alleviate stress and improve work performance.
[bookmark: _Toc14697989]Employee Cross-training
Employee cross-training is another way to improve productivity in the workplace. But this will be an exercise in futility if team members do not work together.
A good cross-training plan enables staff members to have greater flexibility in work schedules. Personal activities and obligations of workers can be met making for happier employees. At the same time, work that needs to be completed gets done on time and with accuracy.
A cross-trained team member can complete the work if there is a personal emergency with a team member. This enables a smooth flow of business with little to no interruptions for customers.
Cross-training allows individual team members to learn valuable skills from each other. This can further strengthen the team as a whole and increase productivity that much more.
[bookmark: _Toc14697990]Morale Boosting
One more way teamwork increases work productivity is by boosting morale. Sharing the workload among team members makes all of them feel included. When projects are completed well that couldn’t have otherwise been finished, everyone can receive recognition.
It is important to have good morale amongst the employees of any business because it gives them job satisfaction. When employees are happy, fulfilled and satisfied they are less likely to seek a job elsewhere at the first opportunity.
[bookmark: _Toc14697991]1.5 	INTERPERSONAL AND PEOPLE RELATIONS
Interpersonal relationships that you form at work serve a critical role in both your work success and career progress. Positive interpersonal relationships will allow effective communication and understanding among employees, keep lines of communication open, whilst maintain personal boundaries.
[image: C:\Users\Scientific Roets\Pictures\Interpersonal.jpg]Interpersonal relationships refers to a strong association among individuals working together in the same organization. It is essential for individuals to be honest with each other for healthy interpersonal relationships and positive ambience at the workplace.
Some examples of interpersonal skills include:
· Active listening.
· Teamwork.
· Responsibility.
· Dependability.
· Leadership.
· Motivation.
· Flexibility.

[bookmark: _Toc14697992]1.5.1	How to Improve Interpersonal Relationships at the Workplace
The association between individuals working together in the same organization is called an interpersonal relationship. An individual spends around seven to eight hours a day at his/her workplace and it is practically not possible for him/her to work all alone. One needs people to talk to and with whom to discuss workplace issues. Research says that productivity increases many times over when individuals work in groups as compared to individuals working alone.
Employees must get along well for a healthy ambience at the workplace.
There are various ways of improving interpersonal relationships at the workplace. Here are some tips for both superiors and subordinates:
· Employees must communicate with each other effectively for a healthy relationship. Remember a problem shared is a problem halved.
· Interact with your co-workers more often. Discussions must be on an open platform where every individual has the liberty to express his/her views and opinions. Written modes of communication is one of the effective ways of communicating at the workplace. Make sure your emails are self-explanatory and make sure to “cc” the message to all the relevant employees. Ignoring any of your co-workers might hurt their feelings and spoil your relationship with the individual concerned. Avoid hiding things from your fellow workers.
· Even employees from a different team can be your friends. Talk to them. Greet them with a smile and a “Hi” whenever you meet them. An individual must not take things to heart at the workplace.
· Team leaders and supervisors should conduct morning meetings with their team members. Do not make the meeting too formal. The employees should be allowed to bring their coffee mugs. Let them interact with each other. Morning meetings go a long way in breaking the ice among employees and improving interpersonal relationships at the workplace.
· Do not favour any employee just because he is your relative or you know him personally. Favouritism spoils the relationship between superiors and subordinates.
· Take your team out for lunch, picnics or get together once in a while. Let the employees bring their families as well. Ask your team members to exchange contact numbers amongst themselves for them to interact with each other even after work.
· Greet your colleagues on their birthdays or anniversaries. Send them a nice e-card or buy them a treat. Such small initiatives go a long way in strengthening the bond among fellow workers. Important festivals can be celebrated at the workplace for employees to come closer to each other.
· Individuals should be motivated to work in teams. Work must be equally allocated to team members to expect the best out of them. No employee should be overburdened. People working in teams are friendlier and adjust to each other better.
· One needs to be a little more adjusting and compromising at the workplace. Don’t expect everything to be done just the way you like it. You will have all types of people around. Avoid fighting over petty things. Do not always look at the negative side of things. Accept people as they are. It is essential to look at the positive side of an individual. Being flexible at work always helps.
· Avoid being jealous. Leave your ego behind the moment you enter the workplace. Appreciate if someone has performed exceptionally well. Remember only hard work and nothing else pays in the long run.
· Stand by your colleagues when needed. It is only you who can create a healthy atmosphere at the workplace.
[bookmark: _Toc14697993]1.6	TIME KEEPING AND SELF MANAGEMENT
Timekeeping helps you prioritize. Good timekeeping leads to business efficiency. Getting to work early and approaching the work you have to do in good time allows you to plan out what you need to do. You can make a list and prioritize the most important elements of your working day. Being 'on time' or 'punctual' means being able to arrive, complete tasks and meet obligations at or by a designated time. It is very important to be punctual.
[bookmark: _Toc14697994]1.6.1	Time keeping
No matter who you are, you only have a certain amount of time to get something done.  All of us are given 24 hours in a day, 7 days in a week and 356 days in a year! However, some people seem to get much more done than others? Why is this? What is their secret?
1. [bookmark: _Toc14697995]Planning and Organisation!
Setting up a schedule will allow you to develop a systematic time frame that will allow you to complete any project or activity on time. 
Your concentration can easily be lost in the sea of the many less important things waiting to be done in your head. Undone things circulating in your mind are a big drain of your mental energy. 
Most often, there is no way to get those things out of your mind except by either doing them or scheduling them in a trustable system, convincing your mind that they will be done in due time.
Without a schedule employees are constantly being bombarded by a series of crises: 
· Missed Appointments 
· Scheduling Conflicts 
· Inefficiencies 
· Duplication of Effort 
· Irritated Customers 
A work schedule is necessary to ensure that work gets done in a well-organized manner. Most employers draw up work schedules that aim to reduce labour costs (through time wastage) and aim to get the maximum amount of work accomplished in the shortest space of time.
Scheduling helps to define and outline what is expected of each member of your team in a work place or office. When you are working under a deadline, a work schedule is a valuable tool that ensures that deadlines will be met.
1. [bookmark: _Toc14697996]How to develop a schedule
There is no set way to make a schedule. What is provided here are a few examples of systems used. Some are used in large organisations with well-defined work procedures and tasks, while others are created and used manually by smaller organisations with more diverse activities.
A schedule will most times depend on:
· The type of work that needs to be done, 
· The number of people working in a particular place and 
· The owner or manager’s preferred style of management.
Schedules can be produced at the start of each day, week, month, year or project. 
A simple scheduling process is provided below:
· Clearly define the project (Especially the final product or outcome of the project – This is also known as the objective or outcome of the project).
· Break the project up into smaller steps (Define the final product or outcome of each of the steps – these are also called the Objectively Verifiable Indicators).
· Each step or phase can then be broken up into separate activities.
· Organise the activities in such a way that each activity is a logical progression to the next activity – leaving no gaps in the logic. If the activities are not all within a set project (or do not have the same outcome or goal or objective) you will need to decide which tasks are the most important. Another way to describe this exercise is “Priority Setting”. The most important things are typically those things that your performance is measured on. Decide when you can begin working on each project or activity as well as when they each need to be completed.
· Then allocate an amount of time to each activity. The time that you allocate to each activity will be dependent on your tasks and the deadlines you have for completing them. To set aside an amount of time (or length of time) for each task, you need to be realistic. Do not make the mistake of setting aside too much or too little time to complete a task. 
· Following the time allocation decide which resources you will need to complete each activity. Resources can include the tools needed to complete the activity and the personnel needed to complete the activity. At this stage some people also like to define which issues must be in place for the activity to be completed (Assumptions).
· Not only are working times scheduled, but also breaks and activities, so that when employees arrive for work they are then able to start immediately with the optimum plan of what they will be doing that day.
1. [bookmark: _Toc14697997]The advantages of time management 
Here is a short summary of the advantages of time management: 
1.	A much greater feeling of satisfaction in your life. 
2.	Much less stress.
3.	Significantly improved relationships. 
4.	Significantly improved health.
5.	The ability to complete far more tasks in a shorter period of time (this means greater productivity, greater income and greater satisfaction).
6.	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.
7.	One always feels confident about one self after completing a task on time.
8.	Employers develop trust and confidence in their employees.
9.	Completing tasks on time helps to avoid back-logs of other work that has not yet been done. 
10.	Clients feel confident in the service-provider’s ability to keep to deadlines and deliver work as scheduled – this is a great marketing tool.
Compare these two people:
[image: C:\Users\Scientific Roets\Pictures\Time.jpg]1. You know what you want to achieve for the day and at the end of the day these tasks are complete, plus a few more. You leave work feeling satisfied. You enjoy dinner with the family while hearing about everyone's day. You spend some time painting, your latest hobby; watch a little TV before going to bed. 
2. You struggle out of bed feeling tired or grumpy. You skip breakfast or eat on the run, feeling stressed about getting to work on time AND the issues you will have to face today. You rush around all day feeling under pressure, frustrated and maybe angry. You leave work too late to do any exercise and feeling dissatisfied and not sure what you achieved today. You can't be bothered cooking so you get some take-out and you watch TV having little conversation with anyone. You drag yourself to bed fairly late feeling exhausted and wondering how you will survive tomorrow. 
The difference between these two lives is Time Management!
1. [bookmark: _Toc14697998]Effective 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
[bookmark: _Toc14697999]1.6.2	Self-management
Well-developed self-management skills will help you efficiently communicate with co-workers, management and customers, make the right decisions, plan your working time, and keep your body healthy. To improve self-management skills, employers often organize special self-assessment training - usually such training is conducted by the HR department (or external trainers are employed).
Self-management skills are important in the workplace because they help you contribute to a better work environment for yourself and your co-workers. Examples of self-management skills include self-confidence, persistence, resilience, patience, perceptiveness, and emotional regulation.
1. [bookmark: _Toc14698000]Self-management skills
Here is a list of the key self-management skills required for an employee to be more productive. 
(i) Stress-Resistance
The first and foremost skill of self-management refers to a personal ability to resist any stressful situations. When you develop this self-management skill, you can avoid many mistakes that people usually make when they are stressed.
Because a stressful situation usually blocks our ability to think and make rational decisions, we can’t cope even with the simplest tasks at the workplace, so our productivity goes down and we get frustrated. That’s why you need to develop this ability in order to be a productive employee able to offer resistance to a stressful situation.
(ii) Problem Solving
The second self-management skill requires you to use your brain as a mechanism for making the right decisions. Even the hardest tasks and challenges can be efficiently handled if the mental process in your head is always in progress. Problem solving requires you to utilise facts and make the correct assumptions to analyze the situation, review problems, and find effective solutions. Keeping your mind sober allows you to take the right decisions even in the toughest situations.
(iii) Communication
The way you communicate information to others will determine your success. Communication is one of the key self-management skills required for both personal development and career advancement.
Being able to efficiently communicate any information to other people means that you can share information with the minimum possible distortion and in the fastest possible way. Productive employees can always communicate efficiently with their colleagues and management because they comprehensively understand the value of clear and timely delivery of information. 
(iv) Time Management
Producing expected results in a timely manner determines the success of our effort. Time management is an extremely important self-management skill that makes an employee more productive.
(v) Memory
An ability to memorize events, names, facts, etc., allows an employee to remember the facts he needs to complete daily tasks and duties. Exercising your memory will help develop your mind’s abilities. 
(vi) Physical Activity
Keeping your body in good shape is a critical self-management skill. When you feel healthy and have a robust nervous system, you can do more things and cope with many challenges. Physical activity (like jogging, fitness, different sorts of sports, etc.) allows you to strengthen your body, keep your muscles supple, and be more productive. It also reduces the amount of sick leave that an employee takes, and reduces stress.
1. [bookmark: _Toc14698001]How to be a productive employee
Here’s a small checklist for you to help you develop your self-management skills and abilities:
· Make a to-do list. You can’t efficiently plan for anything having no to-do list. First you need to make a task list and specify the key tasks for developing self-management skills. Use task management software to create and manage your tasks if this is appropriate to your work.
· [image: ]Prioritize tasks. Your to-do list may have a lot of tasks. But which tasks to complete first? To answer this question you need to consider all the tasks in your to-do list and then set the right priorities. 
· Schedule tasks. Scheduling allows you to set deadlines and timeframes for your tasks. Use task management software to develop schedules and set task due dates.
· Be flexible. Regardless of your intentions and wishes, there will be days (caused by illness, vacation, holidays, emergencies etc.) when the external world won’t let you keep to your plan. That’s why you need to be flexible to get everything done through putting your tasks on hold and then returning back to the prioritized items on your to-do list. You shouldn’t be frustrated and stressed out when you can’t do a task because of some external factor (e.g. illness) – just put everything on hold and get back to your tasks as soon as you get the opportunity to do so.
[bookmark: _Toc14698002]1.7	Basic data recording and capturing
[bookmark: _Toc14698003]1.7.1	The importance of data recording
Managers need accurate data recording in order to keep track of the progress of the business. These records show whether or not the business is improving and if there is a need to make changes to improve performance.
If you are responsible for the performance of one or more stages of the sugar manufacturing process at a raw sugar factory or a refinery you will be expected to do a lot of basic data recording. Communicating accurate, real-time information regarding the variables from the factory floor, such as temperatures, pressures and quantities, to your supervisor and management is of critical importance to them to be able to determine production efficiency, material losses and product quality throughout your production process and to improve efficiencies in the factory. Data needs to be captured at each stage of the manufacturing process. This means that each process and each piece of equipment needs to be monitored and data recorded. This will include equipment such as weighbridges and the Cane Testing and Factory Laboratories, even though they may seem to be “outside” the actual sugar manufacturing process. 
[bookmark: _Toc14698004]1.7.2	Types of data that need to be captured
· Weighbridge: Recording of tonnages and loads coming through the weighbridge. This includes information on the cane deliveries by grower, haulier or area. 
· Cane Testing: The quality testing of raw cane when it is delivered (including its weight) and the monitoring of the quality and quantity it attains in the sugar manufacturing process needs to be done by a third party who is independent of both the grower and the miller. This impartiality will reduce disputes between the two parties and ensure that growers are being paid accurately for their cane supply. This information needs to be adjusted if the cane payment rules are changed.
· Factory Laboratory: The quality standards of the Factory Laboratory (how it operates) as well as the results of the analyses it performs (What data it produces), need to be monitored. The first type of data will be drawn into the Laboratory’s Quality Management System, while the data it produces will be utilized in graphs and dashboards to monitor the daily, weekly and monthly trends and improve factory performance.
· Factory processes: Each of the processes within the factory will provide information to management that can be used to take immediate action that can cut costs and improve throughput, cut losses (By matching raw material inputs to production outputs to find where losses occur), increase production (By revising the work, labour allocation or input allocation, by eliminating bottlenecks, and by driving production forward) and make fewer errors (because data is being generated continuously, errors can be quickly noticed and corrected). 



2. [bookmark: _Toc14698005][image: ]Knowledge Topic 2: Productivity and productivity improvement
[bookmark: _Toc14698006]2.1	PRODUCTIVITY MEASUREMENTS
Measured productivity is the ratio of a measure of total outputs to a measure of inputs used in the production of goods and services. Productivity growth is estimated by subtracting the growth in inputs from the growth in output and, in its simplest form, can be represented by the following equation:
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[bookmark: _Toc14698007]2.1.1	Methods for measuring productivity
1. [bookmark: _Toc14698008]Management by Objectives
To use the management by objectives method accurately, you must measure productivity in ways that reveal how well an employee's output is contributing to your company's goals and targets.
For this to work correctly, employees must first be given clear, individual productivity goals to work toward, as well as all the tools and information they need to meet those goals.
If your goal is to decrease processing losses by 25 percent over the next year, you'll need to decide what kind of training and incentives you'll use to ensure employees are ready to help you achieve that goal.
A decrease in processing losses will ensure that more of the input product (raw sugar cane) is converted into the final product (refined sugar). To ensure accuracy of measurements, employee actions must be noted regularly, in addition to various processing parameters (e.g. temperatures, weights, quality measurements, etc.). 
Weekly, monthly, six-month and annual evaluations should reveal accomplishments such as "10% reduced incidences of re-work” or “100 days accident-free factory floor”.
Employees should meet with their supervisors at regular intervals to discuss their progress and to solve problems as they occur. Measuring productivity throughout the year helps employees to stay focused on their goals. 
The annual review then reveals how much progress was achieved toward individual and company goals. New goals are then created for the upcoming year.
1. [bookmark: _Toc14698009]Measuring Productivity Quantitatively
The quantitative method measures productivity by the number of parts or products an employed produces in a particular period of time, such as per hour, day or month.
Productivity can be quickly calculated with productivity software or on a spreadsheet, revealing the number of products an employee produces or contributes to in a given time period. Those numbers are then averaged out to reveal productivity gains or losses over time.
Output can be measured either by the volume or quantity of products created, or by the financial value of the product or service. 
First, create your baseline the average number of individual worker hours, days or weeks needed to create that part or product under usual working conditions, when the employee is working at optimal levels. Each employee in the production line is then measured against that ideal (but realistic) level of productivity.
This type of measurement must also factor in the amount of time that employees spend on activities such as job training, time spent waiting for materials to arrive or broken equipment to be fixed and other factors not under their control.
1. [bookmark: _Toc14698010]360-Degree Feedback
The 360-degree feedback method uses the feedback and comments of co-workers to measure productivity. This method can only be used if the employees in your organization interact with one another a great deal.
This measurement requires that the employee's productivity be evaluated by everyone they work or interact with daily, including those on, above and below their job level. All evaluators must know and understand their co-worker's overall role and function, daily work duties, professional credentials and communication skills.
To achieve best possible accuracy, employees must first receive training on how to offer input that is well-balanced and impartial. They must be trained to offer feedback that is based purely on their co-worker's professional abilities, not on their personal feelings or beliefs about that employee. 
The accuracy of this method is based on the fact that it involves a good number of people, all of them trained in objective feedback, and all weighing in on how well the employee's productivity meets their team and company goals.
1. [bookmark: _Toc14698011]Measuring Service Productivity
Though measuring service productivity can be more challenging than measuring product output, accurate measurements can still be created.
Some service businesses measure productivity by counting the number of tasks performed or the number of customers served in a day or an hour. Other businesses measure productivity by the speed of product or service delivery, customer feedback, or by individual and department self-evaluations.
Some record the amount of time a service employee spends on each work duty. This can be recorded either by using the right software or by having individual employees fill out timesheets that specify work duties. 
For example: Using this technique Sugar Mill Employee productivity could be measured in many ways, including:
· 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.
Whatever set of criteria you choose, first create your baseline-your business's best service level under current conditions-and measure employee productivity against that level.
Factor in the problems that keep your employees from delivering optimal service, and keep in mind that some aspects of service are performed more quickly than others. Decide what factors of optimal service apply to your business, such as quality, speed, accident-free, health and safety, cost-effectiveness, or a combination of those. 
Note the situations under your control that can slow service productivity, such as staff shortages and equipment breakdowns. Your employees may also be slowed down by having to accomplish tasks manually if their equipment is outdated. 
Every six to 12 months, create a new baseline that accurately takes into account your current market and operating conditions, and re-evaluate employees based on those new standards. 
1. [bookmark: _Toc14698012]Measuring Time Management Productivity
The time management method determines employee productivity by recording how they use their work time. Accurate measurement will reveal how much time is spent on accomplishing work duties in a timely way, as well as how much time is lost to illness or excessive time off, non-work-related conversations, and distractions such as texting and social media.
There are helpful software programs that accurately measure how much time employees actually spend (or don't spend) being productive. Some programs require daily updates from employees, which reveal their progress on a particular task or project. This keeps employees from procrastinating, and creates a record of how long it took them to accomplish certain tasks and projects.
1. [bookmark: _Toc14698013]Measuring Productivity by Profit
Profit can be used as an effective tool for measuring team productivity. In fact, measuring productivity purely in terms of profit gained is becoming the preferred type of measurement.
This method ensures that productivity measurements don't keep employees from working creatively or take a great deal of management's time. 
"To measure results, one of the vital factors we rely on is the team effectiveness ratio. It measures how much gross profit the company gets for every dollar spent on salary. It's better than measuring profit against time [full-time equivalents], because we want the team to work smarter, not longer." 
1. [bookmark: _Toc14698014]Measuring the Quality of Tasks Completed 
Measure productivity only by whether the work assigned actually gets done and on completion of tasks, "not minutes spent on the factory floor." 
The best productivity measurements are about "keeping an eye on outcomes" and employee progress, instead of on-the-job habits and behavior.
Accurate productivity measurements can be one more step to ensuring not only greater profits, but increased employee motivation as well as job satisfaction and recognition of team and individual accomplishments
[bookmark: _Toc14698015]2.2	CONTINUOUS IMPROVEMENT
[bookmark: _Toc14698016]2.2.1	What is continuous improvement?
A continual improvement process, also often called a continuous improvement process (abbreviated as CIP or CI), is an ongoing effort to improve products, services, or processes. These efforts can seek "incremental" improvement over time or "breakthrough" improvement all at once.
Continuous improvement is, as the name suggests, a practice of constantly re-examining and improving processes. 
Continuous improvement is not something that you “do.” Rather, it’s a way a company operates. Adopting continuous improvement in a company means two things:
· Focus on Growth – The company should have an ongoing focus on incrementally improving their processes, services or products. Meaning, perfecting the way you do things on-the-go instead of carrying out one-off change initiatives.
· Creating a Culture of Improvement – More often than not, it’s the employee on the shop floor who’s an expert on company processes, not the management. Continuous improvement should be the responsibility of everyone in the company (not just for the process improvement team).
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[bookmark: _Toc14698017]2.2.2	Benefits of Adopting Continuous Improvement
Continuous improvement processes allow businesses to uncover problems and find ways to fix them. Small, positive changes made over time can dramatically impact a business’s overall process. Here are a few ways continuous improvement can benefit your business over time:
1. [bookmark: _Toc14698018]Increased Productivity and Profits
By incrementally improving processes, your business will start seeing a much higher product per input. This, as a given, makes your entire organization more efficient, which finally translates into higher profits.
1. [bookmark: _Toc14698019]Employee Morale and Accountability
Oftentimes, your employees can have a lot of ideas on how to improve processes or products. A rigid organizational structure, however, can shut them down and kill their motivation.
In a company with the culture of continuous improvement, on the other hand, every employee is the key to organizational growth. Allowing your employees to walk the extra mile and actually contribute to progress makes them feel valued, increasing overall morale and accountability.
[bookmark: _Toc14698020]2.3	PRODUCTIVITY AND PROFITABILITY
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. 
[bookmark: _Toc14698021]2.3.1	Effective ways to increase productivity
Be Efficient
Consider how your business is currently operating, and be open to the potential of changing the way you work. Remember that it’s equally as important to make short-term and long-term lists as it is to prioritise tasks.
Is there a better way that staff members could structure their day to enable them to achieve their daily goals? Provide each member of staff with a plan and encourage each to make a list to ensure he or she completes prioritised jobs on time and stays on task all day, resulting in efficient working.
Delegate
Delegation comes with an element of risk, but increased responsibility is important for improving the morale and job satisfaction of your staff. Give responsibilities to qualified employees that have a proven track record with success in a certain field, and trust that they will perform the tasks well. 
If you allow employees the chance to gain skills and leadership experience, it will benefit your company and provide your employees with a sense of achievement and direction in their own careers. 
Reduce Distractions
Calling meetings, or calling employees away from their stations, or allowing employees to engage with social media platforms during work hours, distracts them during working hours. In a Sugar Mill these distractions can lead to accidents, spoilt product and inefficiencies.
Have the Right Tools and Equipment
Providing employees with the right tools and equipment is important so they can perform their duties efficiently and on time. There’s nothing more counterproductive than spending time waiting for repairs to be done while product is piling up earlier in the process. 
Try to keep abreast of modern technology and processes to assist employees to meet productivity targets. 
Improve workplace conditions
A Sugar Mill is a high risk environment. Ensure that this environment is safe and free of accidents at all times. Ensure that the correct Health and Safety policies, procedures, equipment and PPE’s are in place. Furthermore, ensure that every employee is fully conversant with the Health and Safety workplace practices and knows what to do in case of accidents. Many factories require employees to repeat their Health and Safety training every time they are away from the factory floor for more than 2 weeks.
Offer Support and Set Realistic Goals
A common problem for managers is having no clear, strong sense of whether their employees are high-performing or not. 
Do your employees need an incentive to stay on track? Help them by offering goals that are achievable. Provide clear direction to supervisors and employees to help clarify expectations. This will help to increase their productivity, as they will have a clear focus and clear goals. 
Practice Positive Reinforcement
Encourage, motivate and reward. Tell employees they are doing a good job and give constructive criticism. Most importantly, offer personal incentives for doing the job well – could they get a free holiday or a free takeout coffee for performing above and beyond their roles? You should clearly indicate success of one employee to other staff to cultivate a sense of fulfilment to motivate others. When you motivate your employees to work harder and receive rewards in return, they’re more likely to put increased productivity high up on their to-do list.
Ensure Employees Are Happy
A stressful workplace will not yield results. Workers that constantly operate under highly stressful conditions are found to be less productive and have higher levels of disengagement and absenteeism. They need to be happy! 
Showing employees how much the company appreciates, respects and values them on a personal level is gratifying – and often overlooked. If you want your staff to work to the best of their ability, try out a few of these tips and enjoy the benefits.
[bookmark: _Toc14698022]2.3.2	How to improve profitability
Money coming into a business is not profit until expenses have been paid. Once these expenses are paid, the remaining is the profit. Many businesses break even or are in debt after their expenses are accounted for. 
Each employee is responsible to ensure that a company is profitable. Some suggestions for improvement in profitability include:
Prepare a strategic plan 
Businesses take time to develop; therefore, strategic plans are often created with 5-year goals in mind. The most effective Strategic Plans are those which are created with the inputs of employees from all levels of the organization. In this way, each employee feels involved, appreciated and part of making the business a success in the long term.
Determine up to five key success factors for your business
A simple guideline is to determine five principles under which the business needs to operate which will determine its success. Growth in profit may be one of those principles. Others may include meeting Health and Safety targets, a measure of staff retention, reduced CO2 emissions, or reduced absenteeism. These are merely examples of the types of principles that could be chosen. These should be chosen by the employees together. By emphasizing just 5 principles (although other parameters should be measured and other productivity targets set also) it is easy for every member of the company to assist to reach those targets because “5 things” are easy to remember. Measuring these “5 things” regularly (e.g. monthly) and rewarding employees for reaching these targets regularly and publicly will create a positive attitude around these principles.
Implement and monitor a budget
A budget is what helps to keep your expenses in control. Your budget needs to be followed closely in order to ensure that your finances remain in order. Follow your budget strictly and only go outside of it when it is beneficial to your business generating more money or keeping more money. Your budget also needs to be revisited quarterly, if not monthly. This will help your budget remain aligned to the growth of your business.
Benchmark revenue and overhead percentages to the leaders in your industry
Some factories share their internal profitability and productivity measures through post-graduate studies or business-related literature. This is a potential source of information regarding how different factories achieve their targets and can be useful information to compare with internal profitability and productivity targets.
Develop a cost accounting system to determine exactly what it costs you to deliver the product
Productivity and profitability measurements are often combined into integrated software packages which assist management to keep track of how these two parameters are performing on a daily, weekly or monthly basis. The information generated from the data from the factory floor and the sales department is then discussed at management meetings on a regular basis and used to make decisions that are relayed back to the factory floor and the sales department – either requesting improvements or adjustments to the processes or targets of these departments.
Conduct internal and external client/customer satisfaction survey regularly
Honest feedback from clients, farmers, employees, industry role-players, service providers, the community within which you operate and industry researchers can provide useful information to improve profitability and productivity. An annual survey can assist to measure and manage these internal and external relationships and perceptions.



3. [bookmark: _Toc14698023]Knowledge topic 3: The myths of the money tree
[image: Image result for MONEY TREE IMAGES]
You may have heard the saying “Money doesn’t grow on trees!” – This chapter is designed to prove that this statement is, indeed, true. There are many factors within an organization which need to be paid for from the income received by the business. The more costly these items, the less money is left over – In other words, the less profit the company makes. If there is no profit, there can be no bonuses, increases in salaries, improved equipment, new vehicles etc. The level of profitability is dependent on the cost of keeping the business going. EVERY EMPLOYEE HAS A ROLE TO PLAY IN ENSURING THAT COSTS ARE KEPT TO A MINIMUM SO THAT MORE PROFIT CAN BE GENERATED.
3.1 [bookmark: _Toc14698024]BUDGETS
A budget is a financial plan for the future concerning the revenues and costs of a business. However, a budget is about much more than just financial numbers. Budgetary control is the process by which financial control is exercised within an organization.
Budgets are only worthwhile if they are used in the day-to-day management of the business. Annual budgets are too blunt a tool to be used as a day-to-day management tool. Monthly budgets are much more useful for this purpose. Income and direct expenditure in a business that is dependent on agricultural inputs is seasonal by nature. Even though an annual budget can show a positive picture, it is probable that a monthly budget will show that some months might show a shortfall. The plant manager needs to be aware of this, so that these months can be planned for.
There are two ways to budget. The first is to simply base a budget on the income statement, which is useful because in this way we can project the net profit or loss that the company is projected to generate over time, and we can also project what the balance sheet will look like at the end of each year. We can also measure the impact on the profitability of non-cash items such as depreciation. Lastly, income statement budgets allow us to project the amounts that will have to be paid for income tax.
But for day-to-day financial management, a cash flow budget is much more useful. A cash flow budget is based on the cash flow statement, and is used to project:
· When you should expect income and when you will incur expenses, based on the seasonality of the factory.
· Whether the business will have enough cash to meet its commitments every month, or whether a loan or an overdraft facility may be necessary to carry it through. It may also be necessary to negotiate payment terms with creditors.
· The capital requirements of the business. It may, for instance, be necessary to postpone buying expensive new equipment or spend money on infrastructure. Alternatively, the plant manager can decide to rather lease capital items such as vehicles.
The cash flow budget may also indicate to the manager that expenses must be reduced in some way. This may prompt the manager to reduce staff, or increase efficiency. The cash flow budget will also help in forecasting the costs of such measures.
Cash flow budgets help with preventing spending money impulsively on items that are not necessary or that the company cannot afford at a particular time.
It is essential that a cash flow budget must be used as a management tool on a regular basis. Once the monthly cash flow budget for a new year has been drawn up, the actual expenditure must be recorded and compared with the budget on a monthly basis. The monthly projections for the remainder of the year should be adjusted to be a true reflection of what can be expected.
3.2 [bookmark: _Toc14698025]INCOME AND PROFIT
Income is commonly referred to as “Gross Revenue.” On the other hand, profit is the amount that is left over after the expenses have been paid. To calculate this number, the cost of producing the product and other expenses is subtracted from the gross revenue. Profit is also often called “Net Revenue”.
[bookmark: _Toc14698026]3.2.1	The Income Statement
The income statement captures all the income and expenditure information of the enterprise and from these basic records the following figures 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)
Using the above figures the following figures 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)
The methods to calculate A, B, C and D are explained below:
1. [bookmark: _Toc14698027]Net Factory Income (NFI)
The net factory income = Total gross margin - overhead costs (excluding return to management, interest on capital and rentals).
Overhead costs consist of all non-directly allocatable variable costs (fuel, oil, lubricants, repairs and spare parts for vehicles, etc.) and fixed costs (depreciation, insurance on buildings and equipment, licences, regular labour, accounting fees, bank charges, telephone and postal costs, etc.). 
Net factory income does not imply profit as it is generally understood, because return to management, interest on capital and rentals are not included. The reason is that the NFI can be used as a criterion for comparison between factory divisions. All external (foreign) factor costs (management, rental and interest) are excluded. 
1. [bookmark: _Toc14698028]Net Factory Profit (NFP)
Net factory profit is the NFI minus return to hired management, rentals and interest on capital, i.e. the return to external (foreign) factor costs. 
The net factory profit is not that amount which is available for spending at the end of the year, since compulsory redemption of capital and income tax must be paid from this. During the course of the year amounts have already been spent on items such as voluntary redemption of capital, operational expenses and machinery and equipment (i.e. when cash has come in, it may have been applied to paying off debt, or buying new equipment, thus the profit is not necessarily available at the end of the year as cash, but in the form of less debt, or more equipment).
1. [bookmark: _Toc14698029]Net Increase in the Value of Assets over Liabilities
The net increase in the value of assets over liabilities = Non-factory income + capital appreciation (interest earned) + capital profits + own capital inflow - capital losses - own capital outflow - income tax - disbursements – factory produce consumed (as with using bagasse as a fuel source which would bring down the use of external energy supplies).
1. [bookmark: _Toc14698030]Growth in Net Worth
The growth in net worth is calculated by adding the factory profit (or loss) to the net increase (or decrease) in the value of assets over liabilities as a result of non-factory activities. 
Please note: The growth in net worth is not an amount which is in the bank at the end of the year, but an amount which can be spent without reducing the initial own capital in the business. This can, for example, be tied up in products which still has to be sold, or in amounts which still have to be received.
Production inputs should be brought into account in the year in which they are used. Stock adjustments will therefore be necessary. The production inputs used are determined by adding all purchases to the opening stock. The closing stock and sales are then deducted from this figure.
Rental of depreciable assets is regarded as directly allocatable variable costs, while the rental of non-depreciable assets (land) is regarded as return to external (foreign) factors. This is done to ensure that comparisons between business divisions based on the NFI remain meaningful.
Capital profits are calculated by obtaining the difference between the selling price of a capital asset and the book value of that asset. If the value is positive, it represents a capital gain or profit, whereas a negative amount implies a capital loss.
Income tax may be payable on the net factory profit.
There are no specific recommendations regarding the structure of the income statement. The only requirements are that it should be presented in a systematic and logical manner, and that accounting practices should be strictly and consistently adhered to.
3.3 [bookmark: _Toc14698031]MACHINE AND EQUIPMENT COSTS
[bookmark: _Toc14698032]3.3.1	Cost of equipment 
Any items of equipment you have bought or leased for long-term use are called 'capital items' or 'fixed assets'. These might include:
· Furniture
· Computer equipment
· Cars or trucks necessary for the business
· Machinery
· Premises
Depending on the size of the business, you can record the cost of equipment you buy in a separate register of equipment, the 'fixed asset register', or you can include it in your general expenditure records and show it as a 'capital item'.
[bookmark: _Toc14698033]3.3.2	Depreciation and allowances
The cost of capital items is not deducted from your profits in the same way that ordinary business expenses are. Instead, you make a charge for depreciation each year, reflecting the fall in the value of the asset over time. This spreads the cost of the asset over several years.
For your own profit and loss, you typically choose a depreciation charge that provides a realistic reflection of how long the asset will be useful. For example, you might expect a computer to be obsolete after three years, so charge a third of its cost against profit each year.
For tax purposes, depreciation is not an allowable expense. Instead, there are set allowances that you can claim. 
3.4 [bookmark: _Toc14698034]MANPOWER COSTS
The manpower cost denotes the sum of productive manpower cost and non-productive manpower cost. The productive manpower cost includes employee’s salary, wages, allowances, gratuity, contributions to provident fund, bonuses and welfare expenses.
Labour costs can be a significant expense for any business, and can be the single largest expense for a business with a large workforce. Labour costs include more than the salaries paid to employees, and the cost of labour can grow out of control if you do not fully understand all of the expenses that come into play. Knowing what is involved in total labour costs can give your human resource strategies an edge.
[bookmark: _Toc14698035]3.4.1	Salaries and Wages
Salaries and wages are the most basic components of labour costs. Salary expenses are generally constant, remaining at the same level each pay period until employees earn pay raises. Wages, on the other hand, are calculated based on the number of hours each employee works during each pay period, introducing unpredictability to the expense equation. 
Salaried employees can incur variable labour costs, as well, depending on your compensation policies. Some businesses pay salaried employees additional compensation for overtime hours, for example, while other companies expect occasional overtime as part of normal salaries.
[bookmark: _Toc14698036]3.4.2	Contract Labour
Sometimes business managers keep their companies as lean as possible by utilizing contract labour (instead of permanent employees) to complete seasonal tasks. 
[bookmark: _Toc14698037]3.4.3	Employee Benefits
Benefits are technically a form of employee compensation. Providing employees with services that they would have to otherwise purchase on their own - such as health insurance - is the equivalent of boosting their pay. Year-end bonuses, performance bonuses and profit-sharing come into play in total labour costs as well. 
Health-care costs can become a considerable expense in industries with high historical rates of accidents or injuries. Retirement plan costs can increase over time as you bring more people on board.
[bookmark: _Toc14698038]3.4.4	Employment-Related Insurance
Unemployment insurance, Worker’s Compensation insurance and the Skills Development Levy are legal requirements for employers in South Africa. Employers are also responsible for collecting and submitting payroll taxes (PAYE) on behalf of their employees to SARS (South African Revenue Services), which acts as an additional business expense for employers (The cost of accounting, HR or payroll services).
3.5 [bookmark: _Toc14698039]MATERIAL COSTS
Material costs are costs that are incurred to create a product that is intended for sale to customers and is also known as Product costs. These costs include direct material (DM), direct labor (DL) and manufacturing overhead (MOH). Reducing Materials Cost can be achieved in a variety of ways depending on the product produced and the industry involved.
Substitute Lower Cost Materials Where Possible
Products can usually be manufactured utilizing a variety of different inputs (in Sugar Milling this may include chemicals added to the process), depending on marketplace requirements and the practices of the manufacturers. Technology is constantly improving older materials and creating new ones, prices move up and down due to political goals as much as supply and demand; and processing methods change.
When considering a change in the materials used in your products, be sure to recognize all factors involved. For example, the use of chemicals may reduce the acceptability of the product for some customers.
In addition, different materials may require changing your method of manufacture by increasing cycle times, labour costs, or even equipment – negating any cost saving from the purchase of an alternative input.
Reduce Waste
Product engineers typically design processes and processing equipment without considering the production consequences, particularly how non-standard product (of poor quality) must be modified or re-worked to create a final product of the correct quality. Production methods are usually established to minimize the costs of the most expensive component of production, either labour or materials, at the time the method are established.
If, for example, the cost of the raw material is low, the volume of excess material or “waste” may not be considered to be important relative to the labour cost. Over time, however, prices for materials and labor may shift. This alters the ratio between the two elements and their related expense, so that the cost of waste material becomes excessive. Modifying production methods in order to reduce waste or even utilize waste in some way, may be necessary to reduce costs.
Eliminate Unnecessary Product Features
Custom products cost more to manufacture than mass-produced products, and any non-standard feature requires an additional step in the production process, increasing the expense. This is especially the case for the specialty confectionary sugars available today.
Examine your customers’ motives for purchasing these specialty products: Do they buy your products because of their low cost, high quality, unique look, or some other reason? By determining what is important to your customers, you can selectively attack elements which are not as important to reduce cost (For example, the packaging).
Negotiate, Negotiate, Negotiate
The level of your profit depends upon your ability to receive the highest possible price for your products and pay the lowest possible price to your suppliers and vendors. Every participant in the supply chain is looking for business and will take unusual, often extraordinary steps to make or save a sale – this is especially true in a poor economy.
Ask for a discount every time you request an estimate or place an order, and keep asking until you actually place the order. If you do not get a reduction in price, ask for favorable financing terms, prepaid freight, or other freebies. By negotiating, you can maximize your position as a buyer – as your buyers do to you.
Leverage Suppliers
In many cases, a little research will turn up alternative suppliers of similar products available to you. Determine whether there are any different features between suppliers and whether these differentiating features benefit your factory. Is it worthwhile, for example, to have a faster delivery time or favorable financing at a slightly higher price? If not, purchase from the supplier offering the product at the lowest cost.
Transform Buyers into Suppliers
If your finished product is a component of an end product, ask the buyer of your component to contract directly with the raw material vendor to furnish raw materials to you for the processing of the component (i.e. Is it possible for the retail store to contract with the cane grower directly – and your factory does the processing FOR THEM). In all likelihood, your profit margin on the raw materials is considerably less than the margin on your processing labor and overhead. Transferring material supply responsibilities to your buyer will eliminate a significant cost for you without substantially reducing your profit margin.
Provide Warehouse and Distribution Services
Manufacturers minimize their costs by volume purchasing, assembly line production, and concentrating operations in a single location. As a consequence, shipping and handling become more expensive when they are required to ship long distances to their customers.
If you have excess space, offer your main buyers a regional warehousing capacity in return for increased purchases or an improved selling price.
Offer Quick Payment for Lower Prices
For many companies, cash flow is more important than profits, particularly in the short-term. During periods of financial stress, companies simply cannot afford to keep excess inventory or allow the payments of accounts receivable to be delayed.
Inform your suppliers that you are willing to consider cash purchases in return for low prices. If your operation is financially capable of holding the inventory until it is needed, the use of cash is justified.
Negotiate Long-Term Supply Agreements
While a single order might be small, the total volume of material used over a period of time – a single quarter of the year, multiple quarters, or a full year – will be significantly larger. Offer to use a supplier exclusively for a specific period in return for a set lower price and better terms. While you will lose the opportunity to change suppliers during the contract term, the offsetting benefits of a lower price and a firm supply should compensate for your loss of flexibility.
Cutting costs is important and should be a perpetual effort in every company. If you work with a supplier that will not work with you to reduce your costs, find another one.
3.6 [bookmark: _Toc14698040]COST OF REWORK
Rework entails correcting defective, failed, or non-conforming product, during or after inspection. Rework includes all follow-on efforts such as remelting, re-packaging, etc. 
There are several reasons why a sugar product could be found to be defective or requiring rework:
· 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 cost is the standard or actual cost of correcting such defective work/product. Total Direct Cost of Rework is the actual total cost for the work that is performed incorrectly and must be redone regardless of the initial reasons. Rework Cost belongs to separate items of operating costs. Rework Costs include costs for labour, materials and equipment (often twice).
[bookmark: _Toc14698041]3.6.1	Ways to Reduce Rework Costs
· Update and maintain a daily Operational Management Plan which speaks to the needs of management and clients on a daily basis (or jobs basis).
· Communicate quickly & completely with the manufacturing team. Be available. Changes mid-stream cause significant disruption if not planned and managed correctly.
· 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. 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?
· Implement and emphasize quality control procedures. The stringent application of the Safety, Health, Environment, Risk and Quality Control policies of the factory will assist to reduce such incidences.
· Create a Scrap Materials Plan. It is always preferable to rework the product, but sometimes scrapping is unavoidable. In the 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?
3.7 [bookmark: _Toc14698042]COST OF ENERGY, SERVICES AND UTILITIES
Energy is one of the major operating costs in the sugar industry. Therefore reduced energy consumption means reduced operating costs for the company. This will improve the profit margin in the organization and help to protect the industry against energy price volatility
[bookmark: _Toc14698043]3.7.1	Manage your energy use
Reducing energy use is not always an option. However, managing how and when you use energy can go a long way towards helping you negotiate a better energy contract and reducing your bills.
Managing your energy use can also help you to:
· Improve your business budgeting and planning by keeping track of your energy use.
· Reduce the maintenance costs of equipment by using them more efficiently or upgrading to more effective equipment. F
· Improve your business reputation by reducing your impact on the environment.
· Boost staff morale through improved business culture and opportunities for innovation. 
Carefully consider the following options to see what best suits your energy needs:
Shift your energy use to cheaper periods
Shift your major energy use to off-peak periods and negotiate a better price for this shift with the electric supplier. 
Choose energy efficient options
Although switching to energy efficient technology can cost money up front, it can save you in the long run. Some options to consider for factory wide energy efficiency include:
· 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.
Switch to alternative energy
The sugar industry is known for being able to supply its own energy needs utilizing bagasse as the fuel source. Apply these principles where possible – Keeping in mind that the initial capital expense will be high.
3.8 [bookmark: _Toc14698044]DOWN TIME COST
Down-time is a period during which equipment or machinery is not functional or cannot work. It may be due to technical failure, machine adjustment, maintenance, or 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).
But it also 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
To clarify this further, many elements are involved in calculating the cost of downtime:
Lost Revenue
To calculate lost revenue:
· Identify all revenue-generating business areas and then calculate how much revenue per hour each of these areas generate e.g. revenue per week/40 hours per week
· Calculate how much revenue is lost per hour based on downtime per business area
· Add these different revenue-generating areas together to get the total cost of downtime per hour
· Once that baseline is established, it’s easy to figure out how much revenue is being lost during downtime
Lost Productivity
Downtime doesn’t only keep new money from coming in, it also means that money is being spent on performing non-revenue generating activities (i.e. fixing things). Salaries are fixed costs and will be paid regardless, so to calculate the cost of lost productivity, similar steps are used:
· Calculate the amount each employee earns per hour.
· Determine what percentage of your employees’ productivity is reliant on uptime.
· Multiply the salary the employee earns per hour by their utilisation percentage.
· Add up all the costs across all employees.
Cost to Recover
To return to normal business operations, money will need to be spent, which is referred to as “cost to recover”. This is difficult to estimate as it depends on the extent of the downtime.
Intangible Costs
This is a little more difficult to pinpoint but it’s important to realise that there are costs associated with the negative impacts of downtime on a business’ reputation. To avoid this, make sure that downtime is handled properly, and that all employees understand what the potential long-term impact is on future sales and customer retention. This helps everyone (including the business owner) to see the real value of being genuinely prepared for such an event.
Overall, it’s clear that downtime can have a serious effect on business operations and efficiency, as it leads to wasted time on non-productive activities. So to save time, productivity and money, make sure that your team is well equipped to handle downtime
Wastes that can be associated with Down-Time costs
· 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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