G. BUSINESS ECONOMICS
G1l. Define Terms Profit and Loss and Explain Why Profit is important

G1.1. Justify the need for profit.

Performance Objective: The student will be able to explain
the relationship between profit and grow h.

VALUE OF PROFITS
Attract investnent capital Supports research and
devel opnent
Rewar ds capital investnents Debt reduction
I ncentives as enpl oyee profit Fi nancial stability
shari ng
I ncrease conpetition and
quality

G1.2. Identify opportunities for profit in manufacturing processes.

Performance Cbjective: After learning that profits may
I ncrease as custoner satisfaction increases and as costs go
down, the student will be able to identify opportunities
for inproving quality and cutting costs in the
manuf act uri ng processes.

PROFI T OPPORTUNI Tl ES

New products Reduction of personnel

Change in materials More efficient production systens
| mprove distribution Aut omat i on

Fewer changes

G1.3. Identify possible barriers to profit in manufacturing processes.

Performance Cbjective: After studying the factors that
I nfl uence profits, the student will be able to Iist at
| east eight barriers to profit and earni ng power.

PROFI T BARRI ERS

Econony shifts Reduced sal es margins
Sl ow i nventory turnover Poor | abor relations
Cost of investnent noney A d technol ogy

Absent eei sm Enpl oyee turnover

Lack of enployee training | Custoner dissatisfaction

Lack of planning and
contr ol
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processes.
Per f ormance Obj ecti ve:

profits and a desire to increase these val ues,

will be able to identify and
create increase profit

G1.4. Identify strategies that may maximize profit potential in manufacturing

G ven an understandi ng of the val ue of

t he student
explain six strategies to

I n manuf acturi ng.

MANUFACTURI NG PROFI T STRATEQ ES

| mpl ement quality inprovenent

Pride in workmanship

Reduce wast e

Operating and profit margins

Heal th and safety prograns

Profit sharing

I nternal custoner
responsi veness

Reduce enpl oyee turnover

Desi gn-buil d teans Enpl oyee invol venent in

managenment

I ncrease skills of workforce

G1.5. Identify likely procedures that may increase the potential for loss to
occur in manufacturing processes.

Performance Objective: Gven a definition of |oss as
expenditures for which no benefit is received, the student
will be able to identify and discuss at |east eight causes
of loss in manufacturing processes.

FACTORS THAT | NCREASE COSTS

Repeat ed i nspecti ons Poor enpl oyee noral e

Waste, rework, and scraps Poor enpl oyee attendance

Unsaf e wor ki ng conditions Poor work habits

M smanagenent Poor conmmuni cati ons

Di srespect, lack of trust Excessive inventory

Poor equi pnment and nai nt enance

Qual ity Safety Producti on Peopl e
Rewor k Unsafe acts Equi pnent Poor noral e
Repeat ed Unsafe conditions | Environnental Not
I nspecti ons regul ati ons under st andi ng

system
I nconsi st ent Lack of training Raw mat eri al D srespect;

quality cost increase |lack of trust
Lack of Lack of enpl oyee Suppl y/ demand | Lack of
understandi ng |responsibility of f bal ance training
quality

Wrl d Labor pool

conpetition
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G2. Discuss Impact of Customer Satisfaction on Overhead and
Reputation

G2.1. Identify the components that comprise customer satisfaction.

Performance Cbjective: After studying custoner needs and
expectations, the student wll be able to discuss eight
factors that support custoner satisfaction.

CUSTOVER SATI SFACTI ON FACTORS
Responsi veness to custoner needs Custoner-oriented front-
and expectation l'i ne peopl e
Custoner-in design Product serviceability
Clarity in communication Product safety
Custoner-friendly service systens Product reliability
Cust oner specifications net Cost s
Product maintainability

G2.2. Identify possible actions that may lead to customer dissatisfaction.

Performance Cbjective: After studying el ements of custoner
satisfaction (&.1), the student wll be able to Iist at
| east eight factors that produce the opposite conditions
and thus custoner dissatisfaction.

CUSTOVER DI SSATI SFACTI ON |
Poor conmuni cati ons Poor enpl oyee cust oner
orientations
No custoner-friendly No defined service strategy
syst ens.
| gnore deadl i nes Poor quality
Unsaf e products

G2.3. Identify the ways that the level of customer satisfaction may alter
overhead.

Performance Obj ective: After studying manufacturing overhead
costs and what controls them and the factors of custoner
satisfaction, the student wll be able to identify and
di scuss the rel ationship between costs and custoner
sati sfaction.

MANUFACTURI NG OVERHEAD COSTS
Any time consumng activity Heating, |ighting,
ventil ation
Labor Pl anni ng
Tool i ng | nspecti on
Capi tal assets Desi gn
Bui | di ngs and equi pnent Engi neeri ng
Consunabl e assets Medi cal / dental cover age
Managenent Worker”s compensation
Training Other iInsurance
Waste, rework, scrap Regulatory compliance
Legal counsel Health and safety
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CONTROLLI NG OVERHEAD COST PRODUCES

More predictabl e sal es More predi ctabl e workforce

Less war ehousi ng of Consi stence in training
Production materials Good safety practices
Product inventory

G2.4. Identify components that determine manufacturing overhead that may
affect customer satisfaction.
Performance Objective: Gven a list of elenents that affect

manuf acturi ng overhead (&.3), the student will be able to
state how each may or may not affect custonmer satisfaction.

CUSTOVER SATI SFACTI ON DETERRENTS

H gh inventory acconpani ed by | ow custoner response

Expensi ve product of poor quality

H gh operating costs

oo

Conpl ex and extensive bureaucracy within the
or gani zati on

H gh supplier base and mnimumreliability of product

=+ (D

H gh risk profile and m nimal entrepreneurial behavior

G2.5. List key actions and procedures in manufacturing processes that may
contribute to customer satisfaction.

Performance Cbjective: Gven the principles and tools of
continuous quality inprovenent and their focus on custoner
satisfaction (Mdule D Quality Assurance), the student
will be able to denonstrate the application of these
principles in a manufacturing environnent.

MANUFACTURI NG AND CUSTOVER SATI SFACTI ON

Low i nventory and hi gh custoner response

Low product cost and high quality of product

M ni mal operating cost and high training and retraining

M ni mal bureaucracy wth high effectiveness and contr ol

Low supplier base and high reliability of supply

e oo

Low risk profile and high entrepreneurial behavior

CUSTOMER SATI SFACTI ON FACTORS

Responsi veness to custoner needs and | Custoner-oriented
expectation front-1ine people
Custoner-in design Product serviceability
Clarity in communication Product safety
Custoner-friendly service systens Product reliability
Cust oner specifications net Cost s

Custoner on-site inspections
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ELEMENTS OF A QUALITY | MPROVEMENT PLAN

Internal shared m ssion and vision |Reward inplenentation

Teamor k Custoner-in

Leadership SPC

Rewar d custoner satisfaction Training in all of these
ar eas

Per f or mance assessnent
based on these areas

CQ and probl emsol ving process

Current technol ogy

G2.6. Explain the importance of business reputation.

Performance Obj ective: Gven a product froma conpany with an
excel lent reputation and the sane kind of product froma
conpany with a poor reputation, the student will be able to
state and di scuss whi ch product woul d be chosen and how
reputation influenced the choice.

G2.7. ldentify the ways that customer satisfaction influences a business

reputation.
Performance Cbjective: After studying the different factors
that influence a good business reputation, including

be able to |i st
non-custoner factors that

custoner satisfaction, the student wl|
ei ght customer factors and four
determ ne a good reputation.

BUSI NESS REPUTATI ON FACTORS

CUSTOMER FACTORS OTHER FACTORS

Cust oner responsiveness Supplier satisfaction

Clarity in communication Good safety record

Custoner-friendly service systens

Good regul atory conpliance

Cust oner specifications net

Low enpl oyee turnover

On-tine delivery Capital assets
Conpetitive pricing Low debt
Product serviceability Good | abor rel ations

Product safety

Communi ty good nei ghbor

Product reliability

Wor d- of - nout h adverti si ng

Repeat custoners

G2.8. List possible actions that may enhance customer satisfaction.

Per f ormance Obj ecti ve:

that influence custoner

After studying the different factors
sati sfaction,

the student will be

able to list eight actions that each enpl oyee could take to

enhance that satisfaction.
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CUSTOMER SATI SFACTI ON ANALYSI S

Create and reward custoner Prot ot ype anal ysi s
sensitivity

I dentify custoner needs and Anal ysi s of
expectations (listen) dat a/ per f or mance
Clarify needs and expectations Determ ne rel ative

| nportance of features

Clarify standards/specifications | Evaluate and inprove
ef fectiveness

Col | ect data Fol | ow up

I dentify roles and
responsibilities

G2.9. List possible actions that may lead to the development of a positive
business reputation.

Performance (Objective: Gven the need to devel op a positive
busi ness reputation, the student will be able to |list and
di scuss at least 15 elenments that contribute to a positive
busi ness reputation.

ELEMENTS OF A PQOSI Tl VE BUSI NESS REPUTATI ON

Custonmer-in design Enhanci ng cust oner
sati sfaction
Pride in workmanship Cust onmer responsi veness
I nspect-in quality Conmuni ty good nei ghbor
Envi ronnental |y aware M ni mal bur eaucracy
Generate vertical and I mpl ement CQ internally
hori zontal conmuni cations and with suppliers and
cust oners

| mpl enment Statistical Process Qual ity product, reasonable
Contr ol price
H gh reliability Train and retrain enpl oyees
Product serviceability Reduce operating costs
Cust oner specifications net Supplier satisfaction
Conpetitive pricing Good safety record
Capital assets Good regul atory conpliance
Clarity in communication Lowdebt, lowrisk profile
On-tine delivery Low enpl oyee turnover
Product safety Good | abor rel ations
Product reliability Wrd of nouth advertising
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CQ EFFECTS

Process anal ysis and Cost saving from waste
| nprovenent; maintain or create |elimnation; rework
conpetitive edge el imnation

Create hard data - not opinions |Excessive scrap elimnation

Utilize employees” knowledge and | Cross-functional teams
skills

Generate creative thinking Root cause solutions

Problem-solving process applied

G2.10.l1dentify possible actions that may be used to correct customer
dissatisfaction.

Performance (Objective: ITf any or all of the preceding positive
reputation elements do not exist or exist in a limited
way, some customer dissatisfaction will also exists. Given
a study of customer responses, the student will be able to
determine which areas of reputation and quality need
improvement.

G2.11.l1dentify possible actions that may be pursued to rebuild a poor business
reputation.
Perf ormance Obj ective: The student will be able to determine

how to improve the reputation of a company that has
developed a poor business reputation.

ACTIONS TO REBUILD A POOR BUSINESS REPUTATION

a. Listen to the customer’s needs and expectations.

b. Define the service strategy for serving the customer, and
let the customer know what this method is.

c. Develop customer-friendly systems to communicate with the
customer on a regular basis.

d. Hire front-line people who are customer oriented, and
train other employees iIn customer-service techniques.

e. Regularly evaluate the customer service program, both iIn-
house and with the clientele, to be sure that the
customers” needs and expectations are being met.

T. If expectations and needs are not being met, look for new
ways to serve the customer.

g- Implement Continuous Quality Improvement.

h. Reward employees for customer satisfaction and internal
problem-solving.
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G3. Understand Real and Hidden Costs of an Accident

G3.1. Define a safe work environment.

Per f ormance Obj ective: The student will be able to determ ne
whether or not a site is safe and appropriately nmaintai ned
and will be able to state what training is necessary to
work in that environnent.

A safe work environnent is one in which all enployees
are trained:

a) for the jobs they are perform ng;

b) on the machinery they are using including all safe-
guar di ng features;

c) in the appropriate personal protective equi pnent they
are using;

d) in the use of first aid equi pnent and CPR,

e) general housekeepi ng nmai nt enance practices;

f) in hazard conmmunication, including Material Safety
Dat a Sheet s;

g) to identify unsafe practices in the work
envi ronnment ; and

h) in workplace ergonom cs.

G3.2. Demonstrate safe work habits.

Performance Cbjective: After studying what is necessary for a
safe worki ng environment and receiving the appropriate
training, the student will be able to denonstrate the
necessary safe work habits as neasured by a daily
checklist used by the safety nonitor.

SAFE WORK HABI TS

a. Enployees are trained for the work being perforned.

b. Witten procedures explaining howthe job is to be done
are avail able on site.

c. Weekly safety neetings are held to enhance enpl oyee
awar eness.

d. Personal responsibility for actions on the job is
cul tivated.

e. The supervisor is thoughtful and open to better ways to be
safe and listening to reasons for needed changes.

f. Wrker safety and health commttees, required by state
regul ations, are in place.
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G3.3. Identify immediate and real costs of an accident.

Per formance Obj ective: After discussing an individual accident

scenario, the student will be able to |list the direct
costs and at |least six indirect costs associated with the
acci dent .

ACClI DENT COSTS
DI RECT COSTS
Worker”s compensation

Time lost due to injury
Loss of productivity

INDIRECT COSTS

Damaged products

Damage to tools and equipment
Equipment out of service
Training a new employee
Potential permanent injury

Loss or earnings

Schedules iInterrupted
Administrative reports

Lost time by fellow workers
Lost time by supervisor
Lowering of overall morale

G3.4. Identify methods of preventing accidents in the work place.

Performance Obj ective: After studying the shop’s safety plan
as the foundation for accident prevention and procedures
for 1ts implementation, the student will be able to list
five elements of a good safety plan plus six topics for

worker training.

SAFETY PLAN ELEMENTS

Accident prevention plan

Regular training sessions
related to:

Strong management support

Unsafe practices

Safety coordinators

Unsafe conditions:

Careful supervision; safety
monitors

Maintenance, electrical
and guards

Formal hazard reporting
system

Hazardous materials

Tracking accident status

Fires

Regular safety meetings

Walking and working areas

Emergency evacuation

Ergonomics

Hazard communications
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GA4.

G5.

G3.5. Discuss the impact of an accident on manufacturing process.

Performance Objective: After review ng the direct and indirect

costs associated with an accident (G3.3) and assigning a
dollar value to each plus an estimted cost of

I mpl enenti ng necessary changes, the student will be able
to discuss the inpact (financial, personal, psychol ogical
[nmorale], regulatory liabilities) on the manufacturing
process.

| MPACT OF AN ACCI DENT ON PROCESSES
a. Re-engineering of equipnent nmay be necessary to prevent
further injury.
b. Changes in the production process may need to occur.
c. Different or increased training may need to be offered to
enpl oyees doi ng that job.
d. Additional safety neasures nmay need to be instituted.
e Different or increased staffing may be needed.

Define Term Value Added

G4.1. Define the term value added.

Performance Objective: Gven a list of a variety of activities

and task that may be observed in the workplace, the
student will be able to place theminto one of two col ums
titled “value added” and “non-value added.”

G4.2. Explain how the value-added concept related to specific manufacturing

processes.

Per f ormance Obj ective: Given a process flowchart of a

manufacturing process, the student will be able to
determine which tasks or items in the process are value
added and which are non-value added and suggest how the
non-value added can be eliminated.

Understand Impact of Learning Curve on Costing and Pricing of
Products

G5.1. Explain the relationship between costing and pricing of products.

Performance (Objective: After studying the costs involved in

bringing a product to the market and how prices are
determined, the student will be able to state the
relationship between the two.
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G5.2. Explain how various positions on the learning curve relate to costing of

a product.

Per f ormance Obj ecti ve:
the process of

| earning how to operate a new pi ece of equi pnent,
I npl enentation of a new system the student w |l
to identify the various |evels of

After studying the costs involved in
| earning how to do a new series of tasks,

or the
be abl e
| earning in the process

and how costs dimnish as | earning increases.

G5.3. Explain why cost factors are not constant.

Per f ormance Obj ecti ve:

After
i nvolved in getting a product to the market,

review ng the various costs
t he student

will be able to identify and di scuss how each can change
over tinme.
GENERAL OVERHEAD COST
Managenent Heating, lighting, ventilation
Loan i nterest Medi cal / dent al coverage
Taxes Workers” compensation

Capital assets

Other insurance

Buildings and equipment

Regulatory compliance and
reporting

Consumable assets

Health and safety

Transportation

Legal counsel

Training/learning

G6. Name Factors to Consider When Determining Unit Cost and Unit

Price

G6.1. Identify steps within manufacturing processes that determine unit cost.

Per f ormance Obj ecti ve:

After studying the overall

manufacturing process, the student will be able to list
ten steps In the process that contribute to the unit cost

of the product.

STEPS IN MANUFACTURING THAT DETERMINE COST
Materials acquisition Fabrication
Tooling Assembly
Planning Management
Inspection Units 1n a production run
Design Duration of the run
Engineering Customer variations in the run
Training
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G6.2. Calculate unit cost for manufacturing processes.

Performance Cbjective: Gven all the costs involved in a
particul ar manufacturing process, the student will be able
to cal cul ate what those costs add to the unit cost of a
product .

G6.3. Determine factors to be considered when establishing unit price.

Performance Objective: After determning the total cost of
manuf acturing a product, the student will be able to |ist
the variables to be consi dered when establishing the unit

price.
FACTORS | NVOLVED | N ESTABLI SHI NG UNI T PRI CES

Di stribution - whol esal er Mar ket demand
Adverti sing Geography - market |ocation
Mar ket i ng Transportation
Conpetition Season
Cust oner s Return on invest nent
Fi nanci ng I nventory turnover
Novel ty Anortization of capital assets
Cost of production

G6.4. Calculate unit price for specific manufacturing processes.

Performance (Cbjective: After studying variations anong
di fferent manufacturing processes, the student will be
able to state why different processes and products have
different cost-to-price ratios.

Performance Cbjective: Gven a particular product and
manuf acturi ng processes and a desire for a particular
cost-to-price ratio, the student wll be able to cal cul ate
the appropriate unit price for the product.

G7. Describe How Profits are Distributed

G7.1. Define the term profit.

Performance Cbjective: Gven a particular product and
manuf acturi ng process, the student will be able to define
profits by stating the difference between costs and
revenues and cal cul ate profits.

G7.2. List methods of distributing profits.

Performance Objective: The student will be able to list the
met hods of distributing profits and discuss the benefits
of each.
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DI STRI BUTI ON OF PROFI TS

Profit sharing

Research i nvestnents

Return on investnents Capital assets
Fi nanci al investnents St ock options
Addi ti onal worker skill building |Physical expansion

Bonus/ profit sharing

G8. Name Factors to be Considered in M

ake or Buy Decisions

G8.1. List factors that would favor a make decision.

Performance Obj ective: Gven the
or service to an existing pro

need to add a part, project,
duct or service, the student

will be able to identify the factors that should be

consi dered when determ ni ng whether to do the work in-

house.

FACTORS FAVORI NG A MAKE DECI SI ON

Man- power on hand with little | Cheaper to do in-house than
hi ring to contract out.
Skills, know edge and Physical facilities available
training on hand
Equi pnent / t echnol ogy on hand Control of inventory
Schedul i ng accept abl e Control of transportation

Long term need

Avai l ability outside

Rel ated to or an addition to
busi ness core conpetencies

Proprietary process

G8.2. List factors that would favor a buy decision.

Per formance Objective: Gven the

or service to an existing product or service,

will be able to identify the

need to add a part, project,
t he student
factors that should be

consi dered when contracting with an outside supplier.

FACTORS FAVORI NG

A BUY DECI SI ON

Man- power not readily avail able

More expensive to build

Skills, know edge and training
not readily avail able

Physical facilities not
readily avail abl e

Equi pnent / t echnol ogy not
readily avail abl e

Not critical to business
core conpetenci es

Just-in-tine delivery avail able

Avai l ability outside

Short term need

Supplier reputation and
quality

Transfer liability

Establ i sh supplier
partnership

Pat ent s and copyrights

No research and devel opnent

G8.3. Contrast make factors with buy factors for manufacturing processes.
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Performance Objective: Gven the need for a particul ar part
a product assenbly, the student will be able to conpare
and contrast the two nethods and to decide which is cost
effective for that manufacturing process.

G9. List Types of Employee Benefits Commonly Provided by Industry

G9.1. List benefits that are employer paid or provided.

Performance Objective: The student will be able to |ist

benefits paid by the typical enployer and how t hey affect
conpany costs.

in

BENEFI TS PAI D BY EMPLOYER
Heal th care insurance Soci al security
Li fe insurance Workers conpensati on
Unenpl oynment i nsurance Retirenment plan

G9.2. List benefits that are offered to employees for their optional
participation.

Performance Cbjective: The student will be able to Iist
benefits offered to enpl oyees for optional participation.

POSSI BLE OPTI ONAL BENEFI TS

I nvest ment - 401K Cont i nui ng educati on
St ock options Soci al clubs and associ ati ons
Pr of essi onal nenber shi ps

G10. Understand Cost and How Collection and Reporting Systems are
Structured

G10.1.l1dentify various collection terms and programs.

Performance Cbjective: Gven the need to negotiate paynents
wWith a distributor or retailer, the student will be able
to list a variety of options and benefits.

FI NANCI NG AND COLLECTI ON TERMS FOR SALES

30, 60, 90 days plus interest points based on tine

Di scount points for paynents in a shorter periods of tine

Short termand long termfinancing of nmajor capital
I nvest ment s
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G10.2. Identify processes that assure compliance with various federal and /or
state reporting requirements.

Performance Cbjective: Gven the need to ensure enpl oyee
safety and to protect the environnment, the student will be
able to identify the need for periodic reporting processes
that ensure conpliance with state and federal regul ations.

REPORTI NG PROCESSES

FEDERAL STATE
Super fund Amendnents and WSHA - State illness
Reaut hori zation Act (SARA Title and injury reporting

[11) - Hazardous materials
storage, location, uses -
communi ty right-to-know

Toxi ¢ Substance Control Act (TSCA) | State and | ocal Uniform

- reporting of chem cal exposure Fire Code
i1l ness or injury
Resource Conservati on and Agency audits

Recl amati on Act (RCRA) - reporting
of transfer, storage, disposal and
energency rel ease of hazardous
material s

Agency audits

G11. Define Overhead and List Elements that can be Included

G11.1. List the procedures and processes that may be considered a part of
overhead.

Performance Cbjective: After studying the various overhead
costs, the student wll be able to list particular
procedures and processes that may be considered part the
general overhead of any manufacturing operation.

PROCEDURE & PROCESS OVERHEAD
Site health and safety training|Heating, |ighting,
and reporting ventil ation
Transportation Regul at ory conpliance and
reporting
Rel at ed managenent Hazardous materials handling
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G11.2.Calculate the overhead for specific manufacturing processes.

Performance Objective: Gven an estimte of a range of
over head costs, the student will be able to calcul ate
t hese costs for a specific manufacturing process.

GENERAL OVERHEAD COST

I NCLUDI NG PROCEDURE AND PROCESS OVERHEAD
Managenent Heating, lighting, ventilation
Loan interest Medi cal / dental cover age
Taxes Wr kman conpensati on
Capi tal assets O her i nsurance

Bui | di ngs and equi pnent Regul atory conpl i ance and
reporting

Consunabl e assets Site health and safety
Transportation Legal counsel
General training

G11.3. Explain how overhead may vary over a wide range with only minimal
changes in a contributing variable.

Performance Objective: Gven a variety of overhead costs and
factors that can influence those costs, the student wll
be able to explain how overhead costs may vary widely with
only mnimal changes in total costs.

FACTORS | NFLUENCI NG OVERHEAD COST
Geogr aphy Negoti ated benefits
Weat her State and | ocal regul ations
Make- buy Tax bases
Loan interest and capital Tax incentives
asset s
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