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FOREWORD

Our basic needs — food. clothing, and sheiter — as well as other items that
contribute to the abundant life here in the United States are the produtts 'of our
industrial society. An awareness of the importance of'industry in our society, as well
as a fundamental understanding of mdustnal processes, should be taught to students
enrolled 1in our schools.

For years Industrial Arts teachers have been charged with the responsibi:ty of
interpreting industry to the students enrolled in their course. 1his publication is a
- welcomed addition to our teaching materiat. it provides infoy*.. von for pursuing a
study of ndustry. as well as instructions for youngsters as they ac' vely engage in their
own student-operated industry. The emphasis s on learning by uing — a tradition
with Industnal Arts

1tis hoped that all industnial Arts teachers, particularly at the jumorhugh level, will
seriously consider including this study of industry in their program.

Larry Godfrey
State Supervisor
industnal Arts Education
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INSTRUCTIONS TO THE TEACHER-ADVISOR

For decades it has been claimed that
one of the values deriyed from a course in
industrnial Arts shouid be a knowledge and
understanding of industry. Some teachers,
through the introduction of innovative
ideas in their courses, are experiencing
success 1n meeting this objective. Unfortu-
nately, however, their numbers aie few. in
far too many cases, with the exception of
exposure to a few tools apd machines
similar to those used in indugtry, very littie
about industry itself has been taught to
students enrolled n such courses.
Attention seems to be focused on the use
and care of hand tools and “making
individual projects. Littie, if any, reference
is made concerning how industry would go
about designing, setting up,
manufacturing, and distributing similar
projects.

The purpose of this manual is to
provide information and guidelines neces-
sary to develop a knowledge and undear-
standing of industry. It is based on the
belief that this can be done best by study-
ing industry — not care and use of hand
tools or making individual projects. it is
mtended tor use!at the junior high level.

The manual contains two sections.
The first section contains information
designed to give nsight into industry and
the free enterprise system in which it
operates. The second section is an
instruction unit to be used as a guide in

setting up and operating a smalt student -

industry. Hopefully, the two sections will
be used simultaneously rather than as
separate, independent units. The aim
should be to create an interesting blend of
classwork and laboratory activities. As a

10

. suggestion for conducting the course,

Tuesdays and Thursdays might be
devoted. to classroom work, studying
about industry, and using the information
section of the manual. The other three
periods during the week could be devoted
to taboratory activities with the students
actually operating their own industry
using the second section of the manual as
a guide. Aithough it could be used as such,
the manual is not intended for a course
spanning> a full school year. It is
intended for the teacher wishingto give his
students the opportunity to become
involved in a business and to experience

- what that invoivement means in terms of

responsibility, couperation, decision-
making. work, excitement, joys, and
perhaps sorrows. If a semester, or only six
weeks, can be devoted to such an
undertaking, it can, for some students, be
the only time during their lifetime that they
will be able to “live” this experience.

As the teacher, you now have a dual
role. During the classroom study portion of
the course, your role is the usual teacher
function, that of directing the students’
efforts as they study about industry.
Reading assignments, research, reports,
lectures, class discussions, and field trips
should be incorporated in this learning
experience. There is a wealth of resource
people within the community who can be
called upon to provide authorization and
additional insight into the different phases
of industry as they are being studied. Make
use of such resource personnel.

It is during the time that the students
are operating their small industry that you
will find yourself faced with a new role, that



of teacher-advisor. Hopefully, you will let
the students organize and manage their

“own industry. They will provide the leader-

ship. make the decisions, do the work, and
share the rewards of their efforts. You
should stay in the background, being
ready to give advice and suggestions if
requested. as aconsultant During the first
few days you will have to orient your stu-
dents about this learming approach of
studying industry Your objective should
be to help your students organize their in-
dustry and elect officers as quickly as pos-

hand

The topic of evaluation is usually
reserved for the last few pages of a text or
manual and generally 1s concerned with
measuring achievement or the effect
some completed endeavor has had on the
students. In most cases evaluation of this
type, coming after the experience s over,
is done in an attempt to justify a program or
as a basis for determining grades for
reporting student progress. Certainly

‘evatuation for these purposes has its place,

and you should begin planning an
evaluation program as your class begins
its study of industry. Always keep ir mind
the objectives of this student endeavor, as
the evaluation should serve as a
measurement of how well the objectives
are being met. Knowledge learned in the
classroom can easily be evaluated through’
standard testing procedures. The skills,
knowledge, and attitudes developed
during the laboratory activities might best
be evaluated by both objective testing and
direct observation by the teacher-advisor.
The students should. of course. be
informed during the onentation of how
their performances will be evaluated. But
hopefully. however, you will consider the
process of evaluation in & much broader
sense. Evaluation can be used to the
benefit of your students now — not after
the program has been completed. It is for
this reason that thistopicis presented here
rather than at the end of the manual.

11

sible Then let the students have a free -

~

Evaluation can be an essential part of
any 'learning situation. Stopping for a
minute to take stock of what has just been
done. correctly or incorrectly. can he a
meaningful experience for your students.
As the teacher-advisor, you should
attempt to instill within all of your students
an “evaluation consciousness” as they
undertake their work. Whether a task is
being done by the entire class, a group. or
a single student, evaluation should be
made a part of that task: and it should take
piace while the task is being done — not at
the end of the semester.

What is evaluation consciousness? it
iS pausing immediately after
accomplishing a task and thinking about
what has been done for the purpose of
self-improvement. Was the task properly
planned? Were all possibilities considered
before undertaking the task? Was it done
in the most economcal manncer? [hd
problems arise which had not been antici-
pated? lf the tasks were repeated. what
changes would be made? These ate the
kinds of probing gtiestions which should
be asked and answered cach time a tash s
done. This process of evaluation shouid
become an automatic response. When this
happens. '2arning takes place whether the
task was performed correctly or
incorrectly Much can be learned from
mistakes. providing the actions are
analyzed and corrective measures thought
nut. None would disagree that the
development of this trait is within the
stated objective of the school — preparing
youth for the future.

Helping students to develop this trait
1S not accompliched by means of formal
testing every time some task has been
completed. it 1s brought ahout only hy the
reacher-advisor taking a sincere interest in
the work being done by the class. As small
tasks are nearnng completion. the
teacher-advisor should be ready to discuss
the outcome with the student or students
involved. True, it 1s extraeffort at first; but if

5 -



started COrrectly._i‘he entire class will soon—..

pick up the idea and :nake 1t a part of their
work procedure When this happens,
learning is, taking place

This student industry concept may be
approached as either a manufacturing ora
service-type industry. As the
tedchei-advisor, you should select the one
* which will provide the best opportunity for
‘obtaiming the ‘stated objectives of the
-course. This decision must be reached
'prmr to giving your class an onentatton o

\he enterprise endeavor. .

1. Although Part Two of the manual was
written primarily.as a guide for students
establishing a manufacturing industry. the
majority of the information applies equally
as weli for those providing a service rather
than producing a product. The last chapter
in the manual concerns the service
industry and points out the changes
necessary, both in organization and
operation, if the student endeavor is of this
type

Prior to beginning this endeavor. find
time to carefully explain the program tQ
your school principal. The principal

i

should be made aware of the ubjectives of
the program, as well as the expected out-
coOmes for the students tnvolved. As it may
become necessary to raise additional
“capital through the sale, of stock, the
principal must be-informed because of his
overail responsibility for the actions of all
students under his jurisdiction. Hopefully,

through your invitation, the principal witl

become-a frequent vistor to your tlass and
laboratory to watch the progress of this
student endeavor.

A word of caution seems appropnate

This activity should not be undertaken by
the dogmatic teacher who is unwilling to
; let students organize, administer, discuss,

~ display.- teadership, and run their own

business. Nor is it for the teacher who

- - believes that students must be led by the

hand in every step. The role of the teacher
becomes that of consuitant, resource
person,” counselor, and suggestion-giver;
the students rurt che show. And they will do
just that if given the chance. You may be
pleasanufg surprised at the interest,
enthusiasm, hard work, and critical
thinking your students demonstrate
throygh involvement in their own business
endeavors.
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A STUDY OF INDUSTRY
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BUSINESSES IN THE UNITED STATES '

The Free Enterprise System

Do you know the meaning of the
words ‘Free Enterprise System™? You have
heard these words many times before on
the radio or television, but hava you ever
stopped to consider their meaning? Ac-
cording to Websters Seventh New Col-
tegiate Dictionary. the term “free enter-
prise” means: “freedom of private busi-
ness to organize and operate for profitin a
competitive system without interference
by government beyond regulation neces-
sary to protect public interestand keep the
national economy in balance.” This means
simply that if you wantto go into business.
there is legally nothing to hold you back.

Not every country has a free enter-
prise system There are countries where a
person cannot go :nto business. These
countries have a form of government
called commumsm.  Communism. ac-
cording to Webster's Seventh New Col-
legiate Dietionary. i1s a “theory advocating
ehimination of private property” and "asys-
tem in which goods are owned in common
and are avaiable to all as needed” This
means that f you hived in a country that
oparated under this form of government.
_-you could not qo into husiness for your-
self because the government would own all
of the businesses In other words. it would
be aqainst the law 1o start and operate a
nusiess 1N a country contrnlled by com-
NS IN

Since you itve in the United States. you
can start a business any time you want to
About one-half milhon peogle ao just that
every year But beftore you go into this
endeavor. there are a few ti..ngs you had

14

better know about this thing called
business. //

What Businesses Do

in the United States there are more
than 11 million business firms ranging in
size from small one-man operations to
giant corporations employing hundreds of
“thousands of workers. Small or large. they
all have one thing in commorn. They all
provide goods or services. Think about this
for a moment. Can you think of any busi-
ness that does not do one of these two
things? Yor: cannot because this 1s what
business is all about. All businesses either
produce or make goods or products which
are sold to the public or perhaps are sold to

This crop duster pilot is in business for
himself. When not flying, he 1s busy get-
ting new contracts with farmers in nearby
areas '



Thousands of men and women work in
this plant

another business which in turn sells to the
pubhic. or they sell or provide a service of
some type.

A good example of this cycle can be
seen by looking at a product such as your
family automobile. Most likely your car
was purchased from a local automobile
dealer (a business) who certainly did not
make the vehicle himself. it was probably
made by Ford. General Motors, Chrysler.

—- -..__oLAmerscan Motors (ail businesses) and

sold To the dealer who then solid it to your
folks. What happens when a new set of
tires 15 neéded for the car? The tires are

bought from a local tire store (abusiness)

which has to purchase them from a tire
manufacturer (another business).

Automobiies. suchasthisFordL. T.D., are
made at assembly plants but are soid by
focal dealers

BEST COPY AVAILABLE

Many businesses do not prodtce pro-
ducts or sell them. They specialize In
providing services. Examples of such busi-
nesses and professions include advertise-
ment agencies. hospitals, laundries, tax
consultants, car washers, barber shops.,
dentists, doctors, lawyers, and hundreds
of others. Sometime when 'you have a
phone book in your hand. take a look at the
yellow pages. You will be amazed by the
number of businesses listed which deal
with either goods or services.

The Importance of Businesses in the U.S.

Businesses are more than just a littie
bit important in our system of economics
in the United States; they are the system.
Our country, operating on the free enter-
prise system, depends on businesses to
supply all of the material things we need
and want. Our homes. furnituie, food.
clothing, automobiles, Yelevisions, radios,
books, magazines. newspapers, sports
equipment, and everything else we use
come to us from businesses. When con-
sidering how important businesses are in
this country, you might think for a minute
of what would happen after you had eaten
all of the food from the refrigerator or after
the gas tank in your car became empty
Businesses are vital in our free enterprise
system.

Reasons for Going into Business

The answer to the question of why
people go into business is quite simple.
People go into business to make money, or
as it is referred to in business terms, to
make a profit. All businesses. large and
smali, operate for the purpose of making a
profit. They have to make a profit. or thev
will soon be out of business. Of course,
along with the desire to make a profit are
other motives as well. Many people who
enter into business like the independence
that comes with being their own boss.
Others feel they have a real contribution to
make to the publicand believe that this can
bc done hest by being in ‘business for
themselves. Others invent or discover new
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products or new services which neces-

sitate starting a new business to get that
product or service before the pubhc.

Let's take a close look at an example of
one individual and see why and how he
starts a business. Suppose we use as an
example a 35-year-old carpenter who
starts a contracting business. Perhaps this
person learned carpentry by going to a
trade school. or maybe he went through an
apprenticeship program. After completing
this training, he began working for ahouse
building contractor as a carpenter's
helper. Working his way up to a carpenter,
he now has about 15 years experience

- building houses. With this much experi-

ence he certainiy knows the carpentry end
of building a house, but he also learned a
lot of other important things as weli. He
knows where the contractors whom he has
worked for buy their building materiails and
which building supply business gives the
best prices. Other trades besides carpen-
try are needed to build houses. such as
plumbing, roofing, brick masonry, and
heating and air-conditicning. He also
knows the people in these areas because
he has worked on many jobs with them.

One day our carpenter decides that
instead of working for someone else as he
has been doing for all these years, he wili
go into business for himself. He learns of
someone who wants a house built. He
figures how much money he can build the
house for and bids on it (quoting a price
that he will build the house for), and he

- gets the job.

He is now in business for himself. On
this first house he does most.of the carpen-
try work himself, and sub-contracts the
plumbing. air-conditioning. etc.. to some
of his friends. He also does all of the buying
of buillding materials as well as the super-
vising and coordinating of all the work.
After completing this house and maybe
one o: two more, he stops doing the
carpentry work himself and hires other

16
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Many people start new businesses each
year.

carpenters. He now devontes all of his time
to estimating, buying materials, and super-
vising the work of his men.

You may be wondering what happens
if the carpenter does not do well in the con-
tracting business. Suppose he discovers
that the profits he receives for building a
house are less than he used to make as a
carpenter working for some other con-
tractor. This discovery could and does
happen. In this case, he goes out of busi-
ness and goes back to doing carpentry
work for wages. '

Remember, /about one-half miilion
people each year in this country start new
businesses. Certainly a large number of
these also go out of business that same
year. /

Ownership of a Business
When we talk about a business, the

question of ownership quite often is asked.
When you have a business, to whom does it




belong? The answer often depends on the
type and size of the business. Just about all
of the businesses in the United States are
organized for ownership purpose in one of
three ways Lot us ook at these thiee types
ot ownetship. since the type of
organization determines who owns the
business

Types of business ownership:

1. Proprietorship — owned by one
person

2. Partnerstup -~ owned by two oy
more people

3. Corporation - owned by stock-
holders

One of the first things that a person or

‘group of people must decide upon before

going into business 1s. the question of
ownership. This question is very important
when you remember that the reason for
going into business to-make a profit. Not
only does the owner have the business. he
also gets the profits from that business.
Now everybody knows that if you make a
profit of $100.00. the teast number of times
you divide that money. the more you have.
if the, business 15 a proprietorship, the

“owner\keeps the $100.00. in the partner-

ship. assuming it is a fifty-fifty partner-
ship. the $100.00 turns out to be $50.00 for
each partner. And if the business is a
corporation. the profitis divided hundreds
or thousands of times. depending on the
number of stockholders. So why doesn’t
everybody going into a business choose to
‘have a proprietorship? There are many
reasons why they do not.

.

Going into business requires a certain
amount of money, called capital. and also
the know-how needed to do something
Maybe the man with the know-how does

1

not have the capital needed to start a busi-
ness, so he has to find someone else. a
partner who can provide this capital  Or
perhaps he has half of the required capital
but st must find a partner to supply the
other half needed to beqin the businecss if
the business is farming, then certainly
land is needed to grow crops. A lot of part-
nerships in farming are carried on by one
person who has the know-how but no land.
and another with the land but without the
knowledge or fime-to farm the land.

Other businesses may require so
much capital to establish that one or two
people cannot afford the operation. In this
case the corporation which has hundreds
of stockholders may be the only soiution.
So you can see that even though the pro- -
prietorship sounds best when talking
about dividing the profits., it may be
necessary to have a partnership or corpo-
ration if you are going to make any profits
at all.

Legal Concept of a Business

Before starting a husiness. there s a
legal concept which shouid be completely
understood. In a proprietorship, the busi-
ness becomes a part of the personal
property of the individual who is the
owner. {f the -business is a partnership, it
becomes the personal property of the two
or three partners. There is no problem yet,
but suppose something happens. Suppose
at the end of a certain time you have not

" made enough money to make a profit; but

you have a lot of bills to pay for materials
purchased such as rent, utilities, labor, etc.
What happens if you cannot pay these
bilis? Most likely yowu will have to sell every-

thing you have in the business to raise

enough money to pay the bills. But sup-
pose that does not bring enough money to
make- all your payments. Your creditors
can file claims against your personal
property. You can end up selling your
house, your car. and anything else you
own trying to raise enough money to pay
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these bills. You assume a ot of liability
when ycu own a business. ina partnership,
this liability is shared. You divide the
profits; but if there are no profits. you have
someone to help share the expenses

Other things can also hurt ina proprie-
torship or partnership. Suppose as aresuit
of an accident on your property someone
files a suit against the business. This can

and- quite often does cost more than the
business is worth. There is a way to solve
this liability problem. a way in which only
the money that has been invested in the
business is lost if the concern is not
successful. It is a legal process called
incorporation. Through this process the
owners only risk the money they have
invested in the business. Their personal
assets are independent from the business.
The process of incorporating a business is
fairly standard. A charter is applied for and
secured through the office of the Secretary
of State. Many peopie hire an attorney to
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handle this legal matter for them. There is
an expense involved in incorpora‘ing.

Summary

Gobds and services in the United
States are produced by private businesses
operating in our freé enterprise system.
You and | depend on these businesses to
supply us with all the material things we
need.

One of ‘the main reasons for people
going into business is to make a profit.
Mahy of course do, but about half of the
new businesses started fail during the first
year.

Practically all of the businesses in the
United States are either proprietorships,
partnerships, or corporations. Each has
certain advantages and disadvantages.
One big advantage of the corporation is
that its owners risk only ¢he money they
have invested in the business. should it be
unsuccessful.

Words and Phrases You Should Know

Free enterprise system
Communism
Products
Services
Profit
Sub-contract
Proprietorship
Partnership
Corporation
Capital
Incorporation



Discussion and Research Topics

1. Discuss the meaning of the free
enterprise svstem

2. What 1s meant by reguiation necessary
to protect the pubhc interest?

3. identify, some of the
business failures.

reasons for
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4. Discuss what would happen ‘if the
- petroleum «industry stopped completely -

the production of petroleum products. |

5. List and compare the advantages and

disadvantages of the various types .of .
. business ownership. ;

6. Select three businesses
community and find out the type of-
ownership of each.

\
Y

in _your
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RAISING CAPITAL

All businesses, large or smail, must
have capital (money) in order to operate.
Busfnesses which are in operation depend
on money received from the sales of their
goods or services to pay for the expenses
of production. For example, General
Motors sells automobiles, and a large
portion of the money received from the
sale of these cars pays the expenses of
manufacturing more automobiles. But
what about the business that.is just start-
ing? It cannot depend on sales to meet
its initial expense because it has not pro-
duced anything to sell What a new
business needs is working capital, whichis

‘money required to operate untii it can

depend upon sales receipts to overcome
its expenses. Perhaps we should take a
look at the many things in business for
which working capital 1s needed.

Let us assume that we are starting a
business which will manufacture and sell
furniture. Certainly we need a busiding in
which {0 manufacture this furniture. We
can have one built, or maybe wecanrent a
buitding Either way. it 1s going to cost
money And do not forget the mainte-
nance and utilities on the building. if the
furniture s to be made from wood., alot of
woodworking machines have to be bought
and also some hand tools as weil. Some
materials to work with such as iumber,
glue. screws, and finishing supplies are
also needed We need to hire a crew of
workers to builld the furmiture. but
the workers will spend some time getting
the buiiding. machines, and supplies ready
beforo they ever build a piece of furniture.
They have to be paid for this “getting ready
to work” work. Another expense will in-
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voive advertisement to let people know
what we are going to build and sell. We also
need an office staff to handie the paper
work connected with the business. We will
have to give our competitors some
business by buying furniture for our office
staff. Remember, we have not produced
anything yet. If we are going to deliver, and
this is something everybody expects these
days. we must buy a truck or two. Perhaps
a lot has been overiooked in our list of
items needed to start our business. but
hopefully you get the idea. We just can-
not decide to go int@ business one day and
start manufacturing and selling the next
day. it takes time and a lot of money to set
up a business. :
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These pictures give an indication of the
vast amount of filoor space, machinery,
"and equipment required in some types of
production.

Working Capitai

As previously mentioned. the money
needed to meet expenses until thereceipts
from sales overcome these expenses is
called working capital. Many factors deter-
mine how much working capital is needed
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for each new business started The size of
the busimess, the type of product to be
produced, the time required to set up for
production, the time required to produce
the product, a source of raw materials, and
the availability of trained workers are a few
of the factors that determine the amount of
working capital required. The fact that so
much working capital is needed is
obviously overlooked by many people who

_start businesses. This factor accounts fora

major portion of new business failures

. each year. Perhaps the people believe they

can start depending on sales receipts
sooner. Many tiines it takes much longer to
begin production than originaily planned.

Equpment such as this Electron Beam
- Welding machine can cost hundreds of
. thousands of dollars.

Where the Money Comes From

The sources from which a person
starting a business can get money are con-
trolied by the type of ownership of the
business. In a proprietorship, the owner
can depend only upon the money he hasto
invest in the business plus whatever

‘money he can borrow. Borrowing money

can be a problem for the single-owner
business because all lending agencies
(banks, ‘mortgage companies, finance



|

P

companies. €tc ) are well aware of high risk _

inherent in privately owned businesses.
Because.of this fact, lending agencies
~ usually will not tend any more money than
the mdividual has rollateral to back the
loan! 1n many cases, they will not lend any
mongy on the business itself, but wiil lend
monpy to the individual owner as a
nai loan if he puts up collateral such
as ldnd. a house. a car. or an insurance
policy. This way. the lender has some-
' thing to get back in the event the business
~ L fals.

When the business is owned by two or
three people. a partnership, the source of
money is the same as that for the
proprietorship, except that two or three
people usually have more money to start
with than does one person. Two or three
people also have more collateral to put up
against loans to increase their borrowing
power.

it has long been recognized that one of
the disadvantages of proprietorship and
rtnership businesses is the limited
borrowing ability. This disadvantage does*
not affect many smail businesses simply
because they may not need large amounts
of money for working capital. Where the:
working capital required to begin a busi-
ness runs into large figures. however. the
limited borrowing disadvantage usually
resuits in the business being established
as a corporation. Like other forms of busi-
ness, the corporation has certain disad-
vaniages: but limited borrowing power is
not one of them. in fact. one of the mostim-
portant advantages of the corporation
form of business is its unhimited borrowing
ability.

Corporation Stock

Perhaps the best method of explain-
ing corporation stock is 0 examine a new
business venture and see the important
part ¢ plays Let us assume that a man
makes a new tay for his children. Thistoy is
a new type of skate board, a board with
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three skate wheels attached to the bottom.
His children love it, and so do the kids in
the neighborhood. Many parents ask
where the toy was bought, as they want
one for their childrén. Other people see or
hear about this toy and aiso make in-
quiries. Situations similar to this provide
the idea that encourages many peopie to
begin businesses.

Our skate board inventor, realizing he
has a good product and that there is a
potential market, decides to begin a busi-
ness for manufacturing and selling this
product. After careful study and planning,
he estimates that the working capital
needed to rent a largeigarage. to purchase
machine materiais, and to hire workers and
salesmen will amount to $10,000. His big
problem is that he doesn't have $10,000.
After talking with bankers and other lend-
ing agencies. he discovers they will not
fend him the money. They claim the idea
sounds too risky.

Our inventor, however, does not give
up. He applies for a charter to incorporate
from the Secretary of State in the state in
which he lives. When his charter is
received, he is in business. His new busi-
ness, Skate Board, Inc., still does not
have the $10,000 needed to begin produc-
tion; but it does have the legal right to sell
shares of stock. Stock is ownership in the
company. -



Deciding on Value
\
_$ihce Skate Board. Inc. needs $10.000
to begin production, it must raise this

“damount of money Actually it does not

matter if two shares of stock in the com-
pany are sold for $5.000 each or if ten
shares are sold for $§1.000 each. The com-
pany ends up with the required amount of
money. Remembering the bank wouid not
nsk its money on the business. it 1s as-
sumed 1t wili be difticult to find a few
people witiing to risk several thousand dol-
fars in the business It s suqgested the
stock e priced as fow as possibie. since
mote people are willing to nsk a small
amount of money with the chance of
making a profit .

Our inventor decides to seil shares of
stock in Skate Board. inc. at $20 a share.
To raise the reguired $10.000. 500 shares
of stock are sold ($S20 x 500 - $10.000.)
Each person who buys a share of the stock
owns 1/500 of the business. Some people
buy several shares. and so they own 1/500
of the business for each share they buy

Buying and Selling Stock

Most stories have two sides. The-

inventor of Skate Board. Inc. sold 500
shares of stock because he needed to raise
$10.000to begin production. The company
got the required money, and the inventor is
now manufactuning and selling his
product But what didf the people who
bought the* stock receive for their
investment? They got a little piece of paper
called a stock-certificate which they could
resell for $20. or perhaps for more or less
than $20. Here are a couple of things that
could happen to this business.

The company couid be unsuccessful.
Production costs due to increased prices

- of material and labor couid run higher than

originally predicted Sales may not be as
good as was thought. All of these possibi-
ities indicate that the company may go
banxrupt. in this case, the business closes

and everything the company owns,
machines, materials, and {inished
products, are put up for salg. With this
money all outstanding bills are paid and
whatever money is left goes to the stock-
holders. It could be that each stockholder
may get $5 or $10 or even less back for his
original investment of $20. Situations such
as this do happen. When the company
loses money, so do the stockholiders
because they own the company. But not ait
businesses go bankrupt. What happons if

. Skate Board. Inc.. is sticcessiul?

L
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The company has no delays in getting
into production. Because of good planning
and management, production costs and
schedules. are just what they were pre-
dicted. Sales, expected t0 be somewhat
siow at first, are just the opposite, exceed-
ing all expectations. Atthe end of one year, .
the company makes a profit of $3.000. The|
board of directors (elected by the stock-
holders) decides to use $2,000 of this profit
to-buy some additional machines which
will allow for increased production. The
board also decides to use the remaining
$1.000 of the profits to declare dividends to
the stockholders. This means for each
share of stock a person has bought, he will
receive a dividend check irt'the amount of
$2. This amounts to a 10% prafit for the
year on the $20 investment. How does this
10% return compare with interest rates
pa:d by banks or other saving programs? A
person can expect between 4 and 5%
interest on savings accounts. So the s{ock-
holders of Skate Boeard. Inc. earn twice as
much as they couid have., had they put
their $20 in a savings account; but they
took a risk. Suppose the company had
gone bankrupt, as was stated inthe fjrst ex-
ample. No risk is involved in the bank sav-
ings because the money is insured.

The 10% return in the form of a divi-
dendis not all that the stockholders gan
Remember, each share of stock was vai-
ued at 820 Five hundred shares were soid.
so the company was worth $10,000 But



now the company is worth $12000
$10.000 plus $2.000 from profits going
back into the company for expansion

Since the number of shares of stock is still
500. this means that each share 1s now
worth §24 So n addition to the $2 divi-

dend each stockholder recewved. his share

increases in value by 84 Of course. the
only way to get this $4 gain ncw is to sell
the share of stock. But why sell? Maybe.
the company will do as well next year and
the stock will increase in value agan

rrom this example, it shouid be clear
, why stocks are bought and sold. To the
company it is a method of getting the
money they need. For the individual who
buys stock. it is a method of making
money. itis true that somerisk is involved.
but along with this risk is the chance to
receive a higher return than can be gotten

in a8 no-risk investment such as a saving$ -

acco_junt at a bank.

Summary

" ln our system of free enterprise, busi-
nesses organize and operate for a profit.
Businesses produce ail of the maternal
goods and services used by the American
peopie. About one-half million new busi-
nesses are started ¢a2ch year in the United
States. Most businesses are organized as
proprietorshipg. partnerships or corpo-

rations. Aithough corporations represent

only about 10% of ail businesses, they
produce more than 75% of all manu-
factured goods made There are ad-
vantages and disadvantages o each type

of business organization. The best ad-

vantages of the corporation are limited
habitity and uniimited borrowing power

Businesses which are just starting
need working capital until they can de-
pend upon the money received from sales
to meet their expenses in the corpora-
tion. this money i1s raised through the sale
of stock Stock represents ownership in
the corporation

Words and Phrases You Should Know

Capita!
Working capital

Lending agencies

Coliateral

Limited borrowing ability
Uniimited borrowing ability
Potentiai market
Corporation Stock
Bankrupt

Discussion and Research Topics

1. List and discuss as many items as you
can -for which you would need capnal if
stamng a business.
- »
2. gmat sources are available to people
who need money?

.3. What interest rates are paid on savings

&ccounts in your community? By whom
are the accounts insured?

4 What are some of the occupations
which are concerned with capital
{money)?



ORGANIZING THE BUSINESS

Importance of Organization

Every endeavor needs some organi-
zation It does not matter if we are talking
about a business. a footbali game, or even
a family picnic: organization i$ineeded if
things are to run smoothly.

Suppose your family decides to go on
a picnic Saturday. The decision itself re-
quires gdme organization because it will be
necessary to determine if everybody can
go this Saturday or if the picnic should be
postponed until next week. Is Dad free this
Saturday? Is there work at the office or an
important repair job around the house that
has t0 be done? Are there any dental
appointments for the kids_or dancing les-
sons? Is there a football game on TV that
everybody has been waiting to see? This
decision to 9o On the picnic requires some
organization. Somebody has to make sure
there 1s not a conflict You had better get
the car ready and ¢heck the gas and ol
And let's not forget the lunch Are you
planning to.take bathing suits and towels?
it could be that these things will be taken
care of without any fuss. and maybe be-
cause no one makes a“big deal” out of it

‘you think there 1s no organization. When

there is good organization. everything
seems to fit together.

What organization is required in a
football game? A ot is required. and most
of it takes place before the game is played.
The coaches (the leaders of the
organization) have to get their players
ready. This preparation involves teaching,

_ practices, scouting, reviewing game films,

* wshich

developing a game pian, and more prac-
tice. Now. hopefully, the team is ready to
play the game Obviously, someone must
decide which play-to call. Most football
teams have dozens of plays to choose
from, and all will agree that all eleven men
on the offense should be running thesame
play at one particular time. More organ:-
zation is needed so that when one player
calls a play, he and the other ten players
run the same play. A business is no excep-
tion Organization s needed because
certain things have to be accomphished
require organization. Decisions
have to be reached. probiems have {o be
solved. orders must be given to the worker.
work must be done: and in order for the
men {0 work. they must have the tools and
maternials necessary to do theur work. With-
out proper organization. a business s the
same as the foothall team running eieven
different plays at the same time.

The Right Organization for a Business

The right organization for a bustness
is the type ‘hat gets the job accomplished.
Since businesses do difterent things and
are of different sizes. there must be dif-
ferent types of organizations. Some forms
of organization call for a board of directors
to make decisions and a president to carry
out or put into effect these decisions. This
is fine for some companies, but what s the
small one-man business owner to do? He
does everything himsel{. Since he s the
“chief cook and bottie washer,” he has {0
make his own decisions and carry out the
work as well



There are. however, some common
methods of organization that corpo-
rations use, particularly at thé top level.
Corp rations are controlied by a board of
directors that 1s elected by the stock-
hoiders. In the election of these board
members. each stockholder has one vote
for each share of stock he owns. There is
Nno set number of people that must be on
the board of directors. What each corpo-
ration wants are board members with
knowtedge and experience in business af-
fairs who can provide the leadership
needed to steer the organization on the
road to success. Of course. as the number
of people on the board increases. ihe
amount of knowledge and experience
available to thecorporation also increases.
But there is-the other side of the coin to
consider. The larger the number of people
on the board. the harder it is to reach a
decision. Many corporations hold the
board of directors to between nine and
eleven members. This size board seems to
work well.

The Need for a Board of Directors

As has ‘been mentioned before. the
stockholders own the corporation. Each
person owns whatever percentage of the
company that his stock represents. In the
corporation used before as an example,
Skate Board. Inc.. each share of stock
represented ownership of 1/500 of the
company because 500 shares of stock

were soid. There could actually be 500

owners of this company. but more than
ltkely many people bought more than one
share of stock. There could be 50 to 75
people who own Skate Boara, Inc.. each
-~ owner owning 1/500 of the company for
each share of stock which he bought. You
might ask that if these people own the
coempany, why don't they make all the
decisions? The answer is simply becausa it
would be impossible to get ali of the peopie
together every time a decision has to be
reacned. And besides. these owners may
know nothing about running a business.
So it 1s the practice 1o elect a board of
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directors to oversee the operation of the
business. This board elects someone to
serve as chairmgn of the board.

This type of organization is thought of
as being similar to the method used by our

government. People are elected to high

positions in the government (President.
Vice President, senators, represen-
tatives). and they represent the people of
the count,y. The decisions they reach and
the things they do are supposed to be in
tt e best interest of the country. if they faif
to perform their jobs the way the people
wish, they are replaced throughe our
system of elections. The people run the
country through other people who are

elected to represent them. Qur corpora-

tion board of directors represents the
stockholders. and their decisions and ac-
tions should always be in the best interest
of the company.. *

What the Board Does

The board of directors makes de-
cisions necessary to steer the corpo-
ration. and it aiso establishes a policy
which directs the operation qf the corpo-
ration. in every business ther¢ are hun-
dreds of decisions to be made each day.
Which of the five applicants for the job as
truck driver would you hire? Should these
two pieces of metal be weided together or
should they be fastened with a bolt and
nut? Do you order some supplies needed
next month now, or should you wait till
next week to order? These and similar
problems come up every day in business,
and a decision must be reached in each
case. But decisions such as these are han-
dled by the individual departments and not
by the board of directors. Such routine
problem-solving and decision-making is
important to the department, but it does
not affect the entire corporation.

Then what kinds of decisions does the
board make? The board deals with big
problems that affect the overall operation
of ihe corporation. Should the business



. concerning A particular item.

expand? Should more stock be soid to
raise additional money needed
expansion? Should the company consider
introducing a new line of products?
Should some fringe benefits for employees
such as hospitalization insurance, group
life insurance, sick leave, and vacations be
provided? Should the corporation declare
dividends this year? if so. how much?
Decisions such as these will affect the
entire organization.and they can only be
made at the very top level which is the
board of directors.

How Declslon; Are Reached

Decisions are reached by the board of
directors after carefully studying the facts
Let us
examine one item and see the process that

is invoived In reaching a decision. Fringe -

benefits for the employees have been men-
tioned; so let us take a part of that pack-
age. group hospitalization insurance, and
look at it closely. Before the board of direc-
tors can say “yes"” or “no" to this question,
it needs alot of information. in most cases,
this information is prepared and presented
to them for consideration. One of the
people who is involved in preparing in-
formation is the personnel director. He
may be asked to secure bids from in-
surance companies {0 get price details for
sych insurance coverage. The. vice

president of finance may be asked to make
projeciions concerning the cost to the
company if the decision is made to pay a
percentage of the insurance from com-
pany funds. Someone may be assiyncd to
get information from the workers con-
cerning the number aiready covered with
individual policies, how many want the in-

for

directors. The board makes the decisions

- while someone else does the work.

surance, and what they are willing to pay

for it. When all of this information is
gathered and presented to the board of
directors, the members can study it and
come to a decision. The decision is based
on facts and is in the best interest of the
company. If the decisionis "yes,” someone
else puts it into effect, not the board of

<7
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The President and Other Major Offices

Since the board of directors only over-
sees the operation of the business, some
other group must attend to actually run-
ning the company. The board appoints
peopie to fill the job of president of the
corporation and aiso the other major of-
fices such as vice presidents in charge of
the various departments. The board
decides on the salaries and desired qualifi-
cations of the officers and then looks for
the best people in light of their training,
background, and experience to perform
the duties invoived in these various jobs.

The people selected for these im-
portant positions manage the corpo-
ration. The president is responsible for the
entire business, and the vice presidents
are responsible for the operation of their
various departments. These are not the
only people in the company that have
leadership roles. The various depart-
ments are broken down into sections, with
each section having a head or chief who
has control of the men and the work of that
particular unit.

Chain of Conqu

The question may be asked, “Why do
we need all of these vice presidents and
lesser department and section heads?"
The answer {0 this lies in a phrase called
“chain of command.” You inay have Hea
this phrase used before. This phrage was
first used in the military, but it hds now
become part of the business vocabuiary.
What is meant by “chain of command”?

During the course «f a normai working -

day. the workers are given instructions
about what work they are to perform. The
instructions given at the start of the work
day may change before lunch time



because the work may be completed or
perhaps something more important must
be attended to. Considering the size of
some companies, it 1S impossible for the
oresident of the company to give all these
instructions to each of the workers. But he
can give instructions to the several vice
presidents who in turn can pass these on to
section heads who can instruct the
workers. The section head may only have
one or two dozen men under his charge.

From the worker's point of view, there
are problems and questions that arise
during the day that require solutions and
answers. It's not practical for the section
head and th&ether thousands of workers
to run to the president each time they need
a question answered, but it is practical for
the worker to ask his section head who can
furnish the answer. Or if the section head
can't provide the solution or answer, he
can go to his supervisor, learn the answer,
and then relate it to the worker. AS you can
§@0, chain of command has a lot to do with
a sort of communication system within the

organization. it is a method of getting in- .

formation and instructions from the top to
the bottom (from the president to the
woiker) and aiso from the bottom to the
top {from the worker to the president).

There 1s a chain ot command in the
schoot systems of our country. Since the
s.honl systems are organized very much
as a business woulid organsze, fet us {00k at
them for a minute In most cases. our
schools are controlied on a city or county
basis by a schoo! board, just like a board of
directors of a business corporation. This
schout board makes all of the major dec:-
sions and estabhshes policies for the
operation of the schooils under its control
They oversee the operation of the schools,
but they don’t run them They appoint or
hire a superintendent (like the president o
a business corporation) whose duty itis {0
carry out the decisions and policies of the
school board Every time som thing is to
be done or the students are to be informed
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about something, it 1s impossible for the
superintendent personalily to tell every stu-
dent in the school system. He can. how-
ever, inform all of the students through the
chain of command. He passes his instruc-
tions to the principals of the variou$s
schools. The principais then teli the
teachers in their school, and finally the
teachers tell the 20 or 30 students in their
rooms. It sounds like a roundabout way of
getting a message to someone., but it
usually works. )

it has become a common practice in
high schools to let students have avoicein
the operation of the school. Does this
mean that each student can go to the
principal’s office and tell him how to run
the school? You know that the answer to
this is no. Butin a way.through the chain of
command or lines of communication, he
can. The system works like this. Students
can voice ideas and suggestions to their
homeroom student representative on the
student council. The representative passes
these on to the student council The stu-
dent council. meeting with the principal at
regular meetings, conveys the sugges-
tions, ideas, and gripes of the students to
the principal. for action. Once again. it
sounds like a roundabout way of getting
something done, but it usuaily works.

Authority and Responsibility

Thus chain of command is aiso a
system of delegating authority and plac-
ing responsibility on certain individuals so
that the work of the organization s ac-
comphshed. No one man in a large or-

- gamization can do everything himself. Nor
can one man personally supervise the
work of thousands of employees. The
president of the corporation must dele-
gate the authority and the responsibiity
for the management of the various depart-
ments to the vice presidents. They ere
given the authority to do whatever is nec-
essary to see that the work is done as ef-
ficiently as possible. They are also re-
sponsible for the quality o7 the work {f the



work assigned to the department is not
done properly. the vice president in charge
of that department must answer to the
president. The president. however. is re-
sponsibie to the board of directors tor the
entire effort of the corporation. Even
though the authority and responsibility for
doing a job are delegated to someone else.
the president is still responsible.

The vice presidents, however, - still
have the problem of having too many
personnel to personally supervise. They
must subdivide the departments still more
and place individuals with the authority
and responsibility in charge of these
smaller units. It is now easy to supervise
these smailer units and aiso to judge the
quality of the work being done. Where
work is being done well, proper acknow-
ledgement and rewards are given. Where it
iS not, quick action must be taken to
correct conditions which-resuft in poor
performance. Perhaps the section does
not have the equipment or personhel re-
quired to do the job. in that case help can
be given to correct the condition. But ifthe
condition results from failure on the part of
the individual in charge. the section head.
to properly perform his job of supervising
the workers, then he cshould be replaced.
The vice president cannot pass off poor
work within hus department by saying his
section head is not doing a good job. He is
responsible for the entire department, and
if he cannot manage it the president needs
to ook for a new vice president before the
board of directors begins to look for a new
president.

Summary

A corporation s owned by stock-
holders who elect a board of directors to
oversee and steer the organization. This
board makes decisions and sets policies
which are carried out by the major officers
of the rorporation — the president and
vice presidents.

Through a system referred to as the
chain of command, instructions and in-
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foriaation are passed from-the very top of
the organization to all employees e
corporation. Through a reverse proce-
dure. questions which face the worker in
performing his duties are answered and
problems are solved.

The president is responsible to the
board of directors for the operation of the
corporation even though he delegates
authority and responsibility to the vice
presidents. These vice presidents also
delegate authority and responsibilities. to
individuals within their departments They
are still responsible, however, for the
operation of their department.

Words and Phrases Ydu Should Xnow

Board of directors
Chain of command
Authority
Responsibility
Delegate

Discussion and Reuamh Topics

1. What is the governmental organization

structure of the community in which you
live?

2. Discuss the difference between
authority and responsibility.

- 3. Select one of the larger businesses in
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your community and
organizational structure.

investigate its

4. What types of occupations are required
in the organizational structure of a
business, a community, and a school
system?
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MARKETING RESEARCH

What Marketing Research Is

All businesses which manufacture a
product or provide a service are con-
cerned with how well that product or
service wiil sell. As was mentioned before.
businesscs operate to makeé a profit. and
this 1s impossible without sales.

But here is something to consider.
Where in the business picture do sales
come into play? Actually, sales are lastin
the business cycle. Do you remémber how
a business is started? Someone has an
idea for a product, and he goes into
business. The product is then manu-
factured, and finally the product is sold.

. The company receives money for its

efforts through sales.

Now this presents a real problem
bz2cause there are so many things to con-
sider and do before anything is sold. And
all of these considerations and the things
that are done must come before actual

sales are made. How many machines"

should the company purchase? How many
workers are {0 be employed? How many
production hnes should be set up? Will
production be done in one shift. or will
work be carnied on around the clock? The
anc vers to these questions determine the
rate of output (how fast the product is pro-
duced) and the quantity produced. Keep in
mind that these are important considera-
tions. and they-are important because we
are talking in each case about spending
1i.uney. These decisions are made before
sales take place. It should be obvious that
businesses need more to go on than just
the hope that their product will seil Many

businesses go bankrupt because ther
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hope does not become a realily.

There is a process by which sales are
studied before they are actually made. This
process is called marketing research, and
it deals with a study of the market to
determine what will sell and at what
volume it will sell. It is actually a process of
determining if a product will sell, and if so,
how many can be sold. Businesses today
spend a great deal of money on marketing
research; and in most cases, it is money
well spent when one considers that the -

_shortest road to bankruptcy is producing a

product that cannot be sold.

Marketing research is a broad subject
that can be divided into three topics. These
are: "

1. Market analysis
2. Market survey

3. Sales forecast
Let us examine each of these topics to see
what they are and how they affect the busi-
ness of a company.

Market Anslysis

There is a direct relationship between
sales and the economic conditions of the
community. This is simply because if em-
ployment is high and the peopie are mak-
ing good salaries, they will be spending
more money. When times are bad how-
ever, people do not have as much money to
spend. History recalls the depression of
the 1930's. Millions of people were out of
work and money was scarce. The resu .
was that many businesses went bankrupt
because people just couid not af- .
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ford therr products or services.. The
business worid has learned to look closely
at -.economic conditions. as they are a
good indication of the buying power of the
.people Should a business spend money
for expansion? Would it be wise to intro-
duce a new iine of products? Should in-
creased production be considered? Ques-
tions such as these face businesses each
day. and their answers must take into
consideration economic conditions of the
community. There is no sense expanding,
introducing new products. or increasing
production if people cannot afford your
products. The study of economic con-
ditions is the job of market analysis.

Market analysis also takes into ac-
count how sales are doing concerning
particular types of products. How are sales
of automobiles. sporting goods. ap-
phances. furniture. clothing. etc.. doing?
Each business is. of course. concerned
only with the sale of a particular type of
product it produces.

Much heipful information can be
found in the government's yearly publi-
cation Economic Data. This source. which
1S a yearly census of sales in all industries.
shows how sales were for a particular type
of product. What sales were last year s of-
ten a good indication of what they will be
this year.

Market Survey

Collecting information from people

about a product's appeal. the size the
product shouid be. the coior it should be
- how it should be packaged, and how much
money customers would be willing to pay
for the item is all part of a market survey.
Such information about a product is im-
portant for a business to know because it
must manufacture items that people will
purchase. information such as this is often
collected by sending questionnaires to
people asking them about a proposed
product. Another means of securnng such
information 1s by a door-to-door canvass
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asking certain people questions about the
product. Through these methods. useful
informatign can be secured which gives a
business suggestions as to the sales ap-
peal of its product People are often asked
what they would pay for such anitem. This
15 of value when deciding on the price to

information obtained from a market
survey helps a company evaluate the
appeal of a product.

charge for the product. Aithcugh the mar-
ket survey is most useful in determining
appeal. size, price. efc.. itdoes not give any
indication by itself as to the number of pro-
ducts that can be sold.

Sales Forecast

A sales forecast is a prediction of what
future sales will be for a product. From in-
formation obtained in the market analysis
and the market survey, studies are made;
and from these a prediction is made as to

" the number of products which will be sold.

How good this prediction is depends on



the information recewved and the ex--
perience of those studying the informa-
tion. At times this 1s very dithicuit to do
accurately. but remember thete are many
important decisions made on the basis of
the sales forecast A business can iose alot
of money i it manufactures more pro-
ducts than it can sell. Why don't com-
paniec produce a hittie less than their sales
forecast indicated. just to play it safe?
Simply because a company also loses
money when it misses a sale, and not
having enough products to meet the de-
mand is a sure way of losing sales.-
Unless the business is just starting. the
sales department shouid be able to give in-
formation helpful to market research.
Salesmen, in their daily business of meet-
ing people, quickly discover the cus-
tomers’ likes and dislikes regarding a
particular product. Such information is
given. to the market research department
for its consideration and evaluation. So
you see that even though sales are last in
the business cycle. there is a way of pre-
dicting what the sales will be before they
are made It is the job of the market re-
search department to provide information
to the decision makers of the company to
. give them something to go on rather than
just the hope that the product will sell.

Summary

Businesses spend millions of dollars
sach year on marketing research trying to
learn about customers’ needs, what they
will buy, and how much they will pay fora
product or service.

Marketing research involves market
anaiysis, market survey. and sales
forecast. Market analysis is a study of
econofmric conditions to determine how
people are spending their money and what
they are buying. Market survey concerns
customers’ likes and dislikes about a
particular product. Sales forecast is a
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prediction of how many products can be
sold.

Since the manufacturing of products
sometimes costs millions of dollars,
businesses need some information on how
well their products will sell. Supplying this
information is the job of those involved in
market research. '

Words and Phrases You Should Know

Business cycle
Rate of output
Market research
Market analysis
Market survey
Sales appeal
Sales forecast

Discussion and Research Topics

1. Discuss the importance of market
research to a business.

2. In what ways can the general economy
of a community affect sales?

3. Assume that you are aboutto undertake
a market survey for a selected product. List
*he questions which you would ask about
the product. :

4. Discuss some reasons why actual sales
\ could be far below the number predicted
by a sales forecast.

5. What type of occupations would be
found in a marketing research
department? -



Have you ever ‘walked through a

ENGINEERING

department store and wondered how the .

thousands of items of merchandise you
see came into being? You could be in the
sporting goods department looking at
shotguns or fishing rods, in the appliance
department looking at washing machines
or refrigerators, or in the furniture depart-
ment looking at tables or sofas. All of these
products, aithough ali different, came
about in almost the same way. Let us look
closely at one product. a riding lawn
mower. and examine the chain of events
which resulted in that product being in the
department store.

Begin with a Decision

The first step in this long chain of
events begins with a decision to produce
the product. Such decisions usually come
about as a result of one of the following
reasons:

1. Customer demand for new prodlcts
2. Model or style change

3. Product requiring redesign or im-
provement

4. Keeping up with competitors
5. Creation of a new product

Cur lawn mower company makes only
push-type and seif-propelied mowers. In
-orderto keep up with their competitors, the
decision is reached t0 produce riding lawn
mowers. After the decision is reached to
. manufacture the new product, the next
step is to design the riding mower. Design
work is tge responsibility of the engineer-
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ing department. In designing the mower,
this department is concerned with form
and function, Form means what the
product looks like, or appearance; and
function means how the product operates.
or what it is to do. Actually, two types of
engineering are involved design
engineering and product engineering.
Designing the appearance of the mower is

‘done by design engineers, whiledesigning

the mechanics of the mower is done by the
product engineers. How does each yroup

do its work and what is involved?

Design Engineering

The desighers begin by studying
different mowers aiready on the market.
The basic parts of the mowers are
examined, and perhaps some of the more
desirable features are improved upon. As
they work, they make rough sketches to
help formulate their thinking. Dozens or
even hundreds of these sketches may'be
made in order to find just the right design.
Designers use these sketches as a means
of expressing their ideas with other
designers. They often make rough models
out of cardboard or clay to help them with
their work. As they get closer to the final
design, they make more detailed sketches,
called renderings, of their best ideas.

After the designers decide on the final
design, & model of that design is usually
built. The model is full size or to scale,
depending on the type of product, but it
looks exactly like the finished productisto
look, at least on the outside. Actually, the
model may not work. The engine, gastank,
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Designers may make dozens of sketches
attempting to arrive at the proper design
solution.

and other important parts may have been
left out; but on the outside it is complete.

What is the purpose for building the
modei? The mode! is used for the
presentation of the finished design to
management officials who make the finai
decision concerning the mouwer. At the

Models are used to show management
how the finished product wili look.

presentation, the designers explain the -
teatures of the mower and tell why they
believe this particular design to be best.
With the model, management see~ exactly
how the finished product will look. As-
suming that management tikes the design
and decides it is the mower they will p1o-
duce, the job of design engineering 1s
completed with the possible exception of
some minor design revisions that may
become necessary to meet production
problems. The mode! still is of value.
however, as it is used for consumer
surveys. for advertising purposes. and fur-
ther engineering studies.

Product Engineering

With the completion of the design
engineering work, it is now known exactly
how the riding mower will look when it1s
delivered to the department store. But all
the company really has is one model that
does not work: and that is a long way from
the 5.000. 10.000. or maybe even more that
it intends to manufacture. Obviously, more
work has to be done.

The next step in the development of
the mower is calied product engineering.
The job of the people in product engineer-
ing is to make the mower work. They are
concerned with the mechanical workings

A prototype is an exact original working
mode! of the product.



|

BEST COPY AVAILABLE | /

of the product. An engine must be
selected, and means for mounting it must
be designed. Gas tank, fuel line. linkage,
power transmission components, steering
mechanism, clutch assembly, blades. and
other items must be selected or designed.
This work is done without changing the

‘already selected design or outside

appearance of the mower. After this phase
of the work is done, a prototype of the
mower is built. A prototype is an exact

original working model of the product, in-.

side and out. This prototype is handmade

This craftsman is making a part for. a
prototype.

because. as yet. nothing has beensetupto
mass -produce the product. With this
prototype, tests are made to determine
how the product performs. During these
tests. probiems and malfunctions are dis-
covered which are corrected on this
prototype. it is certainly less expensive to
find the problems and correct them on this
prototype than it would be to manufacture
thousands of mowers and. discover
something that does not work This, of
course, would require c¢hanges in
thousands of products,

]

Engines are tested to determine their
- performance in sub-freezing conditions.

This aircraft is undergoing a series of
drop tests to evaluate landing gear
reliability.

After all of the “bugs” have been work-
ed out of the origina!l model, the product
engineering personnel make working
drawings of the mower and of all its
parts. These are for the production depart-
ment which does its work by following the.
instructions on the drawings. These
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drawings show the exact shape. size, and
description of all parts of the product.

Working drawings of the prototype are
made for the production department

Product engineering still has more
work to do in connection with the mower.
The people in this department prepare the
operating instructions, parts list, and
service manual. This preparation involves

technical writing and illustration drawings.

OPERATOR'S MANUAL

This operator's manual contains vaiuable
information about operation, mainte-
nance and safaty.

When completed. the work of product
engineering 1s over There could be,
however, some minor revisions needed f
production problems arise

Staft or Consultants

Now that the engineering work is com-
pleted on the riding mower, what do the
designers do? They start over again on
another product, if they work regularly for
the company. Many large companies have
design departments employing many
designers because they have so much
work to do. in the-automobile industry. itis
said the designers are working on next
year's models before this year's modeis go
into production. But many businesses, in-
cluding this lawn mower company: may
not have enough design work to justify
having desic.n personnel on their payroll. i
this is the case, and it is with thousands of

. businesses. they often contract their de-

sign work to consuitants specializing in
this line of work. In this way, they can get
the work done that they need without hav-
ing such people on their payroll when
there is not enough work to keep them
busy at all imes Companies make use of
consuitants in many areas othe: than de-
sign. Many companies do not evendo their
own bookkeeping. but instead contract
with other businesses that do accotinting
work only. Advertisement 1s still another
area of work that s often contracted to
specialists employed by advertising agen-
cies. The volume of work 1n a particulat
area usually determines whether a busi-
ness has personnel to do certain work |
not enough people areemployed. the work
is done by consuitants on a contract basis

Summary

Engineering is concerned with two
items — form and function. Form, how the
product looks, is the responsibility of
design engineering. Design engineers
begin with an idea and develop this idea



into a model of the finished design for
presentation to management for approval.
Function, hew the product performs, is the
responsibility of :product engineering.
Given the design, product engineers must
work out solutions to the mechanical
operation of the product.. They build a
prototype which is used for testing. After
all necessary revisions are made on the
prototype, working drawings are made to
be used by the production department.

Words and Phrases You Should Know

Design engineering
Product engineering
Model

Prototype

Working drawings
Consultant
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Discussion and Research Topics

1. Discuss the difference between form
and function as they apply {0 a product.

2. What s the diﬁeren(e between a model
and a prototype?

3. Select a product and discuss the testing
which may have been done on that -
product.

4. Production p:oblems can necessitate a
revision in the design of a product. What
could be a few of these production
problems?

5. What occupations would be found in
engineering work?

h./-—'w'fh
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PERSONNEL DEPARTMENT

Staffing the organization 1s one of the
main duties of the personnel department.
This means it is the job of the people in this
department to see that the workers re-
Quired by the various departments within

. the company are avaiiable as they are

needed The main duty of the personnel
department is the hiring of people to work
fcr the company.

Job Descriptions

in order for the personnel department
to know about the jobs for which it isto'hire

This job description is for a Clerk-Typ:st.

33

people to perform, job descriptions are
written for all jobs within the company. A
job description is a statement tellfhg about
the job and listing the dufies required in
doing that job. These descriptions are kept
on file in the personnel department. if the
purchasing department, for exampie, noti-
fies the personnel department that it
needs a clerk-typist, the workers in the
personnel department read the job des-
cription to see exactly what the job is and
the duties required and then attempt to
hire the best qualified person to fill thatjob.’

Hiring Procedures

Hiring people to work for the com-
pany usually involves three steps. These

Many companies empioy thousands of
workers. The personnei department has
the job of recruiting. selecting, and n--
ducting all of these employees.

38
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steps are recruiting, selecting. and in-

© ducting.

Becruiting

When acompany needs workers to filt
job vacancies. the personnel department
has the task of recruiting them. it notifies
the employment agencies and also puts
ads in the newspapers. ifthe job is of apro-
fessional nature. the department sends
someone to nearby colleges and uni-
versities to talk to future graduates. Many
companies like to promote from within:
and in the case of avacancy for a good job,
they will post a notice on the company

‘bulletin board announcing that a parti-

cuiar job will be open. In this way the
people already working for the company
have the first chance to apply for the-job if
they believe themselves to be qualified,
This policy is good for morale within the
organization.

Select \
As people learn of the vacancy, they
go to the personnel department to apply

for the job. The first thing that they do is fill
out an apphcation. This application con-
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Completing an application form i1s one of
the first steps in applying for a job.

tains information such as personal data,
educational - background, past work
experience, and references. For some
jobs, tests such as intelligence or aptitude
may be given to those who are applying.

After the applications are checked and
the test scores evaluated, interviews are
conducted with those people applying for
the job. Much can be learned about &

‘person’'s appearance, personality, and

willingnass

to work through such
interviews. . .

Much can be learned about an applicant
through a personatl interview.

Many companies require applicants to
take a physical examination. The reason
for such an examination is to make certain
they are able to do the job and that they do
not have any physical delects for which the

company could be held liable d4i a later-

date.

After carefully studying all appli-
cations, test scores, interview notes, and
reports from the physical examinations,
the personnel department is now able 10
compare the apphcants and select the in-
dividual best suited for the job.

Inducting

The process of onenting a person to
his job 1s known as inducting. in this in-
duction. the new worker i1s told something
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abqut the history of the company and
about the product or products it makes.
Rules and regulations of the company are
explained to all new workers Most organi-
zations now have fringe benetits such as
group hospitalization {nsurance, Sick
leave, a paid vacations. information
about’such benefits is given to the new
worker. Many companies prepare and give
all new employees a “company handbook”
- which describes these benefits and gives
other important information. Some com-

pariies take new workers on a tour of the
building to point out the location of such
things as .the time clock, cafeteria, and
different departments within thé plant. The
new employee is then taken to the depart-
ment to which he has been assigned and is
introduced to his immediate supervisor.

The supervisor continues this in-
duction process by introducing the new
empioyee to the people with whom he will
be working. He aiso carefully explains the
duties required in the job and other things

10
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which will be expected of the new worker.

The supervisor tries t0 answer any ques-
tions the new worker has about the com-
pany, the department, or his particular job..

LI T X
o

Beginning workers must be shown how to
“punch in and out” of the plant using the
time ciock. For most hourly paid workers,
these time cards are used to figure the
payroll. : .

All of this induction process is an attempt
to get the worker started on the right foot
and make hins feel at home.

Record Keeping

The personnel department is res-
ponsible for keeping records on all em-
ployees of the company. information such
as personal data, jobs held, promotions,
pay raises, absenteeism, vacation time
taken, and turnove;s is kept by this
department. Because it keeps such
records, this department ‘keeps a close
look at the company's health petsonnei-
wise. By studying absentee and turnover
records, it can make recommendations to
management which may improve condi-
tions in certain departments where these
things have become a problem.

The department aiso handles ali
records for hospitalization and othertypes
of insurance offered to the employees as



‘.

— -
— _

- BEST COPY AVAILABLE

Keeping records on a!l company em-
ployees is one of the duties of the
personne! department.

e
'l

Many companies tdday’ use computers
which makes record keeping fast and ef-
ticient.
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part of the fringe benefits of the company.
This not only means record keeping but
also involves negotiating contracts with
the insurance companies and then
explaining the new policies to the em-
ployees.

Mandling Union Affairs

Where the employees of a company
are unionized (belong to a union), some-
one from the company must represent
management in all dealings with the union.
in many companies, this responsibility is
given to the personnel department. When
this.is the case, a lot of extra work goes into
handling union affairs. This department
represents the company in conducting the
labor contract negotiations. The peoplein
this department must then interpret the
union contract to the supervisors of the
company and help them make plans to live
up to that contract. They must also handle
all grievance work, which invoilves arrang-
ing all grievance meetings and keepiny
records of the meetings and settiements.

Other Responsibliities
Safety Program

Personnel departments have other re-
sponsibilities which include such things as
conducting the company's safety program
and handling all workmen’s compensation
claims resulting from work- related ac-
cidents. In connection with accidents, all
campanies make some provisions for
providing first aid treatment to injured

workers. In very small comvanies the pro-

visions amount to nothing more than a box
of band-aids and a bottie of iodine. but itis
not uncommon in large companies to find
dispensaries and hospitals on the pilant
ground staffec with nurses and doctors.
These doctors also do the physical exam-
inations on applicants applying for jobs.
All of this work is the responsibility of the
personnel department.

a1
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All compantes make provisions for
providing first aid treatment to injured
workers Large companies usually have a
dispensary or nhospital on the piant
grounds

Newsletters and Newspapers

The personnel department puts out
the company newsletter or newspaper. it
collects news items from other
departments and writes articles explamning
company policies and plans. Sometimes
when management has some information
or announcements it wants to get to the
employees, it may enter this information in
the newsletter or newspaper. The actuai
printing of the newsletter or newspaper
may be contracted to a printing firm; but
when completed. personnel handies tha
distribution

Security and Parking Lots

The secunty of the plant is generatly
assigned to the personnel department.
This includes the guards to watch the piant
and also the supervision of the parking lot.

Supervision of the plant parking lot and
secunty are generally assigned to the
personnel department.

This department issues parking decals. as-
signs parking spaces, supervises the
check-in and check-out of employees and
visitors, and directs traffic during shift
changes.

Athletics and Social Activities

Many companies encourage their
workers to take part in company-spon-
sored sports activities such as’ bowling,
softball, or basketball games. Leagues are
organized and competition held between
vanous depariments or perphaps with
different companies. Personnet arranges
the schedules and finds places to hoid the -
games.

Some companies atso sponsor such
activities as gun clubs, bridge clubs.’
bicycle riding clubs, and square dance

1;2



clubs When these clubs are available to
company empioyees. the personnel
department has the iob of informing he
empioyees about them Many personne
departments have a full-time recreationai
director on their statf to plan. organize. and
manage these activities.

Savings Plans

Many companies operate credit
unions for the benefit of their employees. A
credit union s like a small bank where
company employees can deposit money
towards savings or make loans at low
interest  rates The credit
organized and supervised by the
personnel department. Through-a payroli
deduction plan. empioyees
purchase United States Savings Bonds as
part of a savings plan

A few companies, as part of their

incentive plan. now offer:employees the-

opportunity to purchase stock in the com-

pany Where this is done. employees

arrangethrough the personnel department
to have a portion of their pay deducted
for the purchase of such stock

Cafeterias

It 1s not unusual for companies to
operate cafeterias for the benefit of the:r
employees. These a'e managed by the
personnel department and located on the
plant grounds. Since they are operated for
the convenience of the employees and not
to make a profit for the company. prices
charged are usually much lower than
cafeterias or restaurants in the community
A small caleteria can serve many people if
the luunch schedules are staggered among
the various departments

Company Operated Stores
Companies that require their em-

ployees to wear uniforms or certain types
of safety equipment often operate a smatll

union is

can also

store where these items can be pur-
chased. The company can, of course. buy
at low prices; and this savings can be
passed on to the employees. These stores
sell such items as safety shoes and boots.
uniforms or work clothes, safety glasses.
rain gear, work gloves, and hand tools.
These stores may also stock and check-
out to the workers company furnished
items suchas hard hats, welding glasses or
masks, and other special safety equip-
ment. '

Providing Counseling Services

in an attempt to reduce absenteeism
and turnover, some companies provide
free counseling serviceto their employees.
This includes listening to their problems
and suggesting where they should go for
help. Other services provide empioyees
with information about managing their

-money or legal information or advice about
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loans. contracts, and leases.
Summary

One of the main duties of the
personnel department is hiring people for
the organization. This invoives recruiting.
selecting. and inducting all new . em-
ployees. Other major duties of this
department are record keeping and repre-
senting the company with all dea!mgs with
the unions.

Personnel departments have many
other miscellaneous responsibilities.
These include conducting the company's
safety program, managing the dispensary
or hospital, handling the cafeteria, running
the company store, providing security and
managing the parking lot This department
also puts out the company news.etter or
newspaper. organizes and manages the
athletic and social activities, encourages
employees to save money by providing
savings plans. and provides counseling
services {0 those employees who are in
need of help.

1.3



)
1

+

Words and Phrases You Should Know 2. It you were hiring a person for a job,
what would you want to know about the job

Staffing i )
and the individual applying for the job?
Recruiting : ' pplying el
ﬁﬁ:ﬁf:tt::gg ' - 3. Discuss the steps involved in staffing an
organization.
Application 9
Interview

Eri _ 4. Record keeping is an important gart of -

ringe benefits / _ the work of the personnei department.
Unionized : Why is record keeping important?
Incentive plan /

) 5. What occupations would be found in a
Discussion and R?ceamh Topics personnel department?

1. What are the main duties of the
personnel department?
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PURCHASING DEPARTMENT

What the Department Does

iIn most corporations you find a
department charged with the responsi-
bility of purchasing everything which is
needed to run the company. In avery smail
concern this responsibility is placed on

one person, and he has other duties to

perform as well. In a large corporation, a
hundred or perhaps a thousand or more

peopie are needed to perform this work. As.

you can guess from the work they do. this
department is called the purchasing de-
partment. in the military and in some other
organizations. this department is called
the procurement department.

What Must Be Pumhqaed

Just what has to be boughtin order to
keep the company runninhg? Very quickly
you think of the raw materials which are
going to be manufactured into finished
products, but there is a 1ot more. Perhaps
this is a good place to pause amomentand
consider some of the things that it takes to
keep the company running, because these
same things all have to be bought ty our
purchasing denartment.

The raw materials needed for produc-
tion have aiready been mentionied. so letus
start there. These raw materials are used
by men and women working on machines
and using hand tools. These machines and
hand tools are Sought, and sooner or {ater
as they break down, parts have to be
ordered to "epair them. After the productis
completed, it is prepared for shipping to
the seller. Boxes and .rates are needed. if a

1S
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product is to be boxed. If not, only a ship-
ping label is required. Somebody stili has
to buy the shipping label.

Everybody knows that it is important
to keep the work area clean. You have to
buy some brooms and mops for the jani-
torial workers, not to mention buckets,

-

All material and supplies must be ob-
tained by the purchasing department.



dustgans. soap. wax, paper towels, and
rags.

Have you ever had to replace a fuse,
light butb, or air-conditioner filter in your
home? industry has this same problem,
and somebody must buy these items.
Many more things could be mentioned, but
by now you should have the idea. ittakes a
lot of things to keep production running,
and ail these things have to be purchased.

- Cost of Materials

Most companies which manufacture a
product spend more than half of the money
received from sales on materials. A com-
pany doing a ‘v million dollar business
‘probably is spending over 5 million doliars
a year on materials alone. Some of the
larger manufacturers in the United States
spend millions of dollars each day on
materials. All of these purchases have to be
handled by the purchasing department.

Purchaslnb Equipment and Supplies

it has been mentioned before that
corporations are in business t0 make
money. This is accomplished by hiring
men and women to manufacture goods or
to provide services. it is absolutely neces-
sary, therefore. t0 make sure that these
people have the equipment and supplies
necessary to perform their work. if it ever
becomes necessary to have a work stop-
page dueto alack of supplies with which to
work, the organization loses money in two
ways. First, the company ioses because
nothing is being produced. and secondly,
to make matters worse, the company must
continue paying people who should be
working but are not because of a lack of
supplies.

In some types of work where only one
or two people are involved. the workers do
their own purchasing of the supplies
needed to carry on their . work. The
housewife, for example. goes to the super-
market to buy the groceries she needs to

cook the family supper. The auto
mechanic, who is in business for himself,
stops working on a car to phone or go to
the parts house to buy a carburetor needed
to repair the car. In large organizations,
however, this method of purchasing just
will not work. The housewifer that pur-
chased the makings for the family supper
may have stopped to have her hair done at
the beauty shop before returning home to
begin cooking. There is' no harm done
there, but how would you like to be paying
the wages of a worker that left work to go
buy some supplies needed to do his work
and decided to stop and get his hair cut? If
the auto mechanic does not pay his bill at
the parts house by the end of the month,
the owner could refuse him any additional
credit. How would you like to be refused
credit because of some outstanding bilis

~ dhat your workers have not paid which you
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did not even know about? What is needed
is a method of purchasing which insures
that all equipment and supplies are bought
at the right time, at the best price, and after
they are received, the bills are paid. This
system must also allow a method of keep-
ing an accurateaccount of all money spent
for equipment and supplies.

Specifications

. Specitications are written descrip-
tions of materials to be purchased and are
usually prepared by the purchasing
department. For some materials the
specifications are simple and may include
nothing more than tne name and catalogue
or part number. But for some orders, the
specifications become very involved. At
times, words alone cannot fully describe
an object, and drawings must be included
in the specifications. Some specifications
require technical information about the

‘material such as tensile strength, surface

hardress, voltage output, chemical con-
tent or heat resistance.

You probably do most of your buying
in a store and can see and handie the

16



This purchasing agent is checking
specification on a bid sheet to see that all
needed technical information has been
inCluded.

product as well as ask questions of the
salesman. In a purchasing department,
however, just about everything ordered is
done so through the mail. It is very impor-
"tant, therefore, that the specifications con-
tais all of the information needed to fully
describe the materials {0 be purchased.

Getting Bids

Have you ever bought something and
later found out that the same item was
cheaper at another store? There is a
solution for this. it is calied "shopping
around.” With the hundreds of items the
purchasing department has to buy. itis im-
possible for its personnel to go from store
to store t0 compare prices. But in a way
they do just that. The system is called
getting bids. How does this system work?

As the requjsitions (orders) are
received from the difterent departments,

Ay
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Requisitions are co;npi!ed and typed on
bid sheets.

they are compiled into a list according to
the nature of the supplies . These com-
piled lists are needed, since the companies
selling materials usually specialize. For ex-
ample, you do not buy tools from thesame
people that sell office supplies. Janitorial
supplies are bought from still another
company. After the lists are compieted
(called bid sheets), they are sent to three or
more ¢ompanies requesting prices. When
the purchasing department receives these
returned” bid sheets, it§ employees
carefully examine them to determine
where the company can get the materials
at the best price. Orders are then placed

with the companies which have quotedibe *

cheapest prices. So you see that this
system is ve.y much the same as your
“shopping around” for lowest prices be-
fore you buy. - - ™

All government agencies and most
large corporations require this system of
purchasing. As citizens, we should be giad
to know that when the government spends
our money, it gets the best price for what is
bought.

e

N

\~



'BEST COPY AVAILABLE
thing which nas been ordered is delivered

-~ to the receiving department where it is
checked and inspected for damages. The
receiving department then sends a
“receivina report” to purchasing.
Purchasing can then tell the accounting
department that the materiais have been
received and that the bill should be paid.

if. however, the materials or supplies
are received in a damagea condition, or if

-some of the items are missing, the pur-
Q_ f-v  chasing department must handle all
Q*~ : dealings with the supplying company.
.\ i : .
A~ \_, Invoices and Sales Stips
Modern computers are often usedto kee

track of mat;‘i‘als and supplies ordered? An invoice is an itemized list of goods

shipped or sold to a customer. It lists the

number of items (quantity), the name of

Receiving Materiais and Supplies the items (description), the unit price (the

cost of one item of that type), and the total

The work of the purchasing depart- price (the unit price times the quantity

ment is not complete until all materials and ordered). Other information includes the
supplies which have been ordered are date, an invoice number, the name and ad-
received. In most organizations, every- dress of the place to which the order is t0

AEIndpblmdadlf 13 75 MTATN U MNIVEICWITY ‘
;1':‘!“&" -
[~
Dby [ ] A Pl ] ]
: e
E
All materials received must be checkedto ==
make sure the order is correct and has not
been damaged in shipment.
a8
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ba shipped, and the total price of the bill.
Usually two or more copies of an invoice
are made, depending on the system of
record keeping used by the organization.
One copy. however, always goes to the
customer. This is the bill. '

You may have bought something at a
store for which you were given an invoice
that was not compiletely filled out. Thisis a
common practice particularly when you
pay cash and take the-mBrchandise with
you. The selier may.have written the words
“cash sale” in the place for the customer’s
name, or he may have left it biank. Usually
the quantity, description, and total price is
compieted. it is also a common practice to
write the word “paid"” at the bottom of the
invoice when it is a cash sale. Have you
ever wondered why the salesman went to
the trouble of filling out the invoice? Well, it
is done because it is an important part of
the bookkeeping system. Later the organi-
zation uses the invoice to accourit for the
stock which is missing from the store.

Some stores do not use -invoices
because of the volume of business done
and the speed at which it is handied. Exam-
ples of these are supermarkets and dis-
count stores. Just think of standing in line
at the check-out counter of a supermarket
while the checker itemizes each thing the
r-erson in front of you has put in the cart.

Using this method, all of the items are
rung up on the cash register, taxes added,
and then the bill istotaled. Thecustomeris
given the tape which is the sales slip. You
may not know it, but cash registers have
two tapes on which the sales are recorded.
One is torn off bit by bit and given to the
customers; the other tape stays in the
machine. it is used atthe end of the day to
account for sales.

Summary

The purchasing department is\ res-
ponsible for ordering all materials and sup-
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plies needed by the organization. Re-
quests for materials and supplies are sent

from the various departments within the

organization to purchasing where these
are combined. Bid sheets requesting price
quotations are prepared and sent to three
or more businesses which seil those items
listed. After the bid sheets are returned,
they are carefully studied to see who has
quoted the lowest prices. Orders for the
materials and supplies are then sent to the
various businesses.

Words and Phrases You Should Know

Procurement department
Getting bids

Requisition
Specifications

Bid sheet

invoice

Discussion and Research Topics
1. What procedure takes place between
the time when a decision 8 made to

purchase an item and thetime thatthe item
is delivered for use?

2. Select two items in your classroom or
laboratory and prepare specifications for
these items.

3. Why does the process of “getting bids”
résult in obtaining the best price for an
item?

4. Compile a list of the items in your
classroom which were purchased after the
schoo! was constructed.

5. What occupations would be found in a
purchasing department?
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What Public Reiations Is

Public relations is the art or science of
developing reciprocal understanding and
goodwill between a person, firm, or insti-
tution and the public.

A

With this definition in mind, one might
wondér why a business should ba con-
cerned with developing understanding
and goodwill with the public. It can be
reasoned that alf a business has to do is
produce a good productand the public will
buy it, goodwill or not. Well this just is not
the case. There is not much that any busi-
ness makes today in the line of products
which is not made by other companies.
The automobiie industry is a good ex-
ample of this. If you are in the market for a
mini car, you will find that American
-. Motors, Chrysler. Ford, and General
Motors all manufacture this type of auto-
mobile. And the cars are all priced about
the same. This is also true for midsize cars,
family cars. and luxury automobiles. Com-
petition is tough in industry; and in many
cases, it is not the car as much as the pub-
lic relations which the particular company
has that helps determine sales.

A simple exampie may be helpful in
understanding the value of public
relations. Picture in your mind two grocery
stores. Each carries the same line of food
products, prices are the same, and they are
both the same distance from your home. At
store A. the manager, checkers, and bag
boys are friendly. helpfui, and potite. The
personnel at store B, however, appear just

LATIONS  BEST COPY AUALIBLE
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the opposite and give the impression that
they do'\not care if you dobusinessin their
store or Rot. Now where would you prefer
to do youk grocery shopping?

" How the public reacts to a business is very
important.

L3

-Public relations is very important. it

"has become a multimillion dollar business

in the United States. Most large com-

. panies have public retlations departments,

49

and- smaller companies usually contract
this work to firms specializing in this area
of business.

Developing understanding and good-
will depends upon keeping the public in-
formed, and public relations often
becomes concerned with methods of in-
forming the public. This is important in all
organizations, but particularly with non-
profit organizations which depend on
government or public support in order to
raise needed funds. What type of response

50
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to a fund-raising dnive would an organi-
zation such as the Red Cross receive if it
did not keep the public informed of its work
in  helping people during times of
disasters? It 1s questionable whether the
NASA space program. depending on funds
appropriated each year by Congress.
would have achieved such success had it
not been for the public relations work done
in keeping all informed concerning its
plans, efforts. and accomplishments.

Many Ditferent Publics

When you hear someone say public
relations, 1t is natural to think of the word
“public” as being all of the people. This is
net necessanly so because in public
relations work the public means different
things at different times. At times the
public is one group of people. and at other
times it involves a completely different
group of people. The public relations
department of a large manufacturing firm
does work aimed at gaining the support
and goodwill of several different publics.
The first public, or group. invoives the em-
ployees of the firm Much work i1s done in
this area attempting to secure worker
cooperation, pride in the company,
interest. and goodwill. A second public, or
group. is the community in which the firm
1s located. Community understanding and
support are desired and sought by all
bysinesses. The third public, or group. in-
cludes the people in a region or perhaps
the whole nation who may be the buyers of
the company’'s products \

Methods Used in Public Re\lanons

In public relations work, all of the
various devices and media of communi-
cation are empioyed o inform the pubhc
about a person, firm, or institution They
include news stories on radio. television,
newspapers. and magazines. The mail
service i1s used for sending letters, bro-
chures. pamphlets. and booklets. Many
firms are finding the open house and plant
tour to be successful. Letting the pubhc

50

see what is happening on the inside s¢ems
to be of great value in public relations
work. Personal visits by representatives of
the company are also helpful. The hst of

Medma of all types are used min public
relation work .

-

ways and means used in pubhc relations
work is endless, but all are concerned with
gaining the understanding. goodwill, and
support of the pubhc.

Public Relations — Everybody's Job

One of the problems faced by those
charged with the responsibtlity for doing
pubhic relations work is gamning the
cooperation of all people involved. either
directly or indirectly. with the organi-

_ zation. This is no easy job considering the

large number of people invoived in some
organizations. In the automobite industry,
for example, millions of dollars may be
spent each year attempting to gain the
goodwill of the public. That money and ef-

o1



fort can often be offset years later by a
grouchy mechamc complaining about
how the company just stapped the car to-
gether and did not seem to care whether it
held up or not. The car owner may have
had faith in the company and his car. but
now he has doubts. At times. the work of
pubhc relations is to undo the bad pubhlic
relations of others. Although the main ef-
forts in public relations may be assigned to
a few. public relations truly becomes the
work of everybody in the company all up
and down the line.

Summary

Public relations 1s concerned with
developing goodwill and understanding
between the organization and the pubhic. it
has become a multimillion. daliar business
in the United States. The main duty of
those involved in pubhic relationg work is
that of keeping the public informed Loout
the organization and attempting to gamn
their cooperation and support. Aithough
this work is assigned to only a few people
in the organization, pubhc refations s the
concern of all those employed in the
organization.

52
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Words and Phrases You Should Know
Public relations

Media of commurngation

Multimithon doliar Qusiness

Goodwilt

Discussion and Research Topics

1. Discuss the reasons why good public
relations s important to a business

2. Select a business in your community
and discuss ways in which it could improve
its public relations.

3. Discuss the reasons why your school
system should be interested in public
relations. -

4. Make a list of the media used in public
relations work.

5. What type of occupations would be
found in a public relations department?
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PLANNING FOR PRODUCTION

in retracing the chain of events which
resulted with thé riding lawn mower being
in the department store, we have so far
seen why the decision to produce the
mower was made and how the mower was
designed. At this stage it is known how the
mower will look and how it will operate.

Can production begin? No, because much |

pianning and work is necessary in order to
get everything ready to begin production.
What is involved in this planning?

The Decision to Make or Buy

Early intheplanning stages of produc-
tion. decistons are reached as to what parts
will e made and what parts will be bought.
It may seem a little funny that a business
which manufactures products buys some
of the parts. but they do just that. There are
dozens of compames manufacturing lawn
mowers, but most use Briggs & Stratton or
Chinton engines on them. Engiries are not
the only items that are bought. Sometimes
the company does not have the machin-
ery required to make certain parts You
may ask then why they do not purchase
those machines? Sometimes they do and
at other times they do not It depends on
the number of parts needed. it s some-

times cheaper {0 huy the parts than to buy

the machines needed to make the parts .

Any company which makes a lawn mower
should be able to make something as
simpleas acotter o But atless than St 00
per qross 1443y why go to the trouble?

All parts of the mower. such as wheels,

pulieys. belts, qgears. blades. steenng
wheeal and even bolts and nuts are studied
Trienn considenneg the COMPAny Carn make

t.-

3
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them, the decision is made as to whether -

the least expensive methodis to make orto
buy. It should be obvious why these
decisions are made early in the planning
stage. Parts which are to be bought must
be ordered and received before pro-
duction can begin. Likewise, for parts
which are to be made, plans are started for
their production.

Analysis of Operations

Alt of the parts which are to be made
must be carefully studied to determine
what processes are required to produce
them. These processes aré called
operations. Usually the making of parts re-
quires machine operations (work per-

These engineers begin to make an
analysts of operations by carefully
sxamining the prototype of this new hay
Daler '




formed on macnmes).ms’eMe %!MLE

bing of parts usually requires hand
operations (whrk petformed by people,
perhaps using hand toois)

Eacn part i1s studied to determine the
machine operations required

Why must the parts be analyzed to
determine the operations invoived? The
operations determine what machines m'ist
be used to make the ﬁnighed parts. Some

Wor(t conditions must aiso be studied

whenh making an “operation analysis

Platforms or scatfolds may be needed to

. enable workers to perform their jobs
efficiently

parts are’started and completed on one
machine. Another part may require
operations done on two or three different
types of machines before it 1s completed

Some operations can be performed in -
more than one way Around hole in a part

101 a bolt to pass through can be dulled.

punched, or stamped. Which is the best
method? The answer depends on many
thing., but always the most economical
method 1s selected. If the part must go to
the stamping machine for other work. why
not stamp the hole while the part is there?
This eliminates the need tg*move that part
to- another machine for Hrilling nr pun-
ching. Information such as this can only be
learned by analysis of operations.

The Decision to Expand or Add Another
Shift

Aay decision to introduce a new
proguct crestes the need for other
decisions to be made by top' management..
In the case of the lawn mower company,
just who is going to make the new. riding
mowers?. Will it be the same employees
who presently work for the company
manufacturmg the push-type and self-
propelied mowers? If 50, then production
on these has to stop because these em-
ployees cannot be making both at the
same time. If sales. however, indicate pro-
duction on the old type mowers should
continue. it will be necessary to employ a
new crew of warkers to manufacture the
riding type mower. it additionalemployees
are hired. just where are they supposed to
work? Is there room in the plant to instail
additional machines and set up a new as-
sembly line, or wil it be necessary to in-
trease the floor space of the plant to take
care of these workers and their machines?
How much will this expansion cost?

One method of avoiding the high cost
of expansion is to work a second shift.
After all, there is a tremendous amount of
capital invested in the plant and equip-



ment; but itis in use only 8 hours aday, sit-
ting idle the remaining 16 hours. Workinga
second shift makes better use of the
facilities,

Steeimaking operations continue round-
the-clock at this Bethelem steel plant.

Let us assume that the iawn mower
company decides on the second shift
rather than expansion. Does this mean the
second shift makes the riding mowers? It
migat be more gtficient for both shifts to
work on the push-type and self-propelied
mowers and get the orders filled in halfthe
ttme. Both shifts can then begin manu-
facturing the riding mowers.

Hiring workers for this second shift
becomes the concern of the personnel
department. But no one wants all new
workers on a shift. Some oid employees of
the company, particularly a few line
foremen must be “tatked” into chainging to
the second shift.

The onginal decision tn produce the
riding mower came about because of the
neer to keep up with the competition. This
tecision brought about the need for other

<isions which must he made hefore
procaltion can begmn

DO
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Routing of Work

After the analysis of operations s
completed and it is decided what

" operations must be performed and on what

55

machines, plans are made to route the
work through the plant. Production is
really materials in motion. This means that
as the material moves through the plant. it
is worked on and finally becomes a com-
pleted product. This movement of material
through the plant is routed in the most
efficient manner. In an ideal situation, raw
materials enter at one end of the piant. are
processed as they move through the plant,
and exit at the other end of the plant as a
finished product.

in attempting to reach this ideal
situation, men and machines are
positioned within the plant in accordance
wi{r the seauence of operations to be
performed c. the material. For example,
for whatever must be done first on the raw
materials, men and machines are posi-
tioned so they can perform that operation
just as the material is brought into the
plant. There is no sense in moving the ma-
terial through the entire plant before the
first operation is performed. For alt other
operations, men and machines are posi-
tioned in just the correct sequence.

Sequence of operations is notthe only
factor to be considered in routing the work
through the plant. Rate (how fast) at
vhich operations are performed is also
taken into account. Suppose the men and
machines performing the first operation
work at a rate of 1U0 units per.hour. The
men and machines performing the second
cperation on the same part, however, work
at the rate of 300 units pernour. Unless the
plan calls tor the crew of the first operation
to begin several days before the other crew
and stockpile parts, there is aproblem. The
solution may be three machines perform-
ing the first operation. Regardless of the
solution selected. the problem should be



.areas

This ten-station mernry-qQo-round pro
Auees Volkawagen redr Sections at arte

of 280 40 hoagge

solved during this planming stage before
production begins. in a similar manner. the
rate for each opcration involved In
manufacturing the proauct 1s considered
to avoid bottlenecks.

Flow Charts

When planning the routing of work
through the plant engineers do much of
their planming by making fiow charts /
fiow chart s a drawing of the fioor plan ot
the plant showing where the machines and
work areas are located with hines n-
aicating  how mater:al moves or flows
through the ptant during production The
machines are represented by httle card-
hoard cutouts which are to scale Some
people. however. prefer to use three-
amenstonal maodels of the machines
rather than the cardboard cutoutls

Since the layout of a plant 1o insure
proper positioning of machines and work
for proper routing of work s
somewhat of a trial and error method. the
cutouts or models are moved on the floor
plan until the best solution i1s found It s
much cheaper to move cutouts or models
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Many machines are too large to move
This 10000 ton press at the McDonnet

plant s an example Maternais to be
worked must be routed to this press

on paper than it 1s t0 move the actual
machines in trying to work out the
solution. Only after the flow chart 1s com-
pleted and approved will the machines be .
moved When moving ime does come. the
flow chart is used as a plan showingexac-
tty where each machmne is to be set up.

Production work, of course, must stop
during this setting up period. In the case of
the lawn mower company, work would
stop on the manufacturing of the push-
type and self-propeiled models whle the
plant ts being set up to manufacture the
rnding mowers. With proper planning and
by following the flow chart, the change
could perhaps be done overnight. Ifthiss
possible, the result wouid be no interrup-
tion 1n production.

Materials Handling

All matenals. whether they be raw
mater:als. parts, materals tn process. sub-

a6
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Notice the means of materials handiing
used at this Volkswagen plant in
Wolfsburg Germany

assembhies. finished products. or scraps
'which are produced i industry must be
handied During the planning stage for
production. methods are selected to move
alt of this matenal.

Some of the more comman methods
used 1n industry to move materials include
tote boxes. conveyors, chutes, overhead
cranes. and forkhift trucks. The method
selected in each case depends on the
nature of the matenal, its size and shape.
and the distance it has to be moved.

How witi the raw matenals be moved to
the machine performing the fir~t
operation? How does the part prcducsd on
the first machine move to the second
machine for completion? How will all parts
be moved to the hine for assembly? Ques-
tions such as these must be asked and
methods determined. Methods for
handiing materiais are decided upon while
the routing of work and the positioning of
machines and work areas are being
planned One example should show the
need for this.

57
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in shipbuitding att materials must be
moved to the place where it is being con-
structed. ’

How will the part produced on the first
machine be moved to the second machine
for completion? One solution is for the
operator of the first machine to put the part
in a tote box after he has completed his
work on that part. When the tote box is full,
it is carried to the operator at the second
machine. That is one solution, but it may
not be the best. Would it be possible to
position the first machine and the second
machine side by side? If this can be done.
the operator of the first machine can place
the part in the tote box with his right hand
and the operator of the second machine
can pick up the part with his left hand. The
need to carry the tote box from one
machine to the other is now eliminated.’
Systems such as this must be planned
before the machines are moved. Plans for
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Talk about mowng matenals in a hurry.
‘this unioader picks up 20-tons of ore in a
single bite.

the movement of all materials must be
studied to make sure that the best methoc.
and that quite often 1s the simplest s
found

Materials handling does not stop just
because the produtl has been assem-

bied These completed Volkswagens are
moved Dy means of double-decker
ritway trains to the dealers

Safety

Working safely, free of accidents, is

not something that just happens. The

safety of the workers is something which
must be planned before production
begins. Practically all industriat accidents

Pert, -+ o
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Where plans are not made for the safety of
workers, accidents usually happen.

and the injuries they produce are the resulit
of a combination of two factors. These fac-
tors‘ are;

1. Unsafe acts on the part of the worker

2. Unsafe mechanical or physical con-
ditions in the plant

If work is to be made safe, steps must be
taken to see that the workers do not com-
mit any unsafe acts and that all unsafe con-
ditions within the plant are corrected.
Most large companies have safety direc-
tors charged with the responsibility of
safety within the plant.

Why should industry be so con-
cerned about the safety of their workers?
They cannot atford not to be concemed
Most industrnial workers today come under
state unemployment compensation laws.
Briefly stated. such laws require the in-
dustry to pay allmedical expenses of anin-
jured employee and ailso a certain portion
of his waqges while he 1s recovering from
that imury In the case of a serious inpury.
this can hecome very expensive 1t s less
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These painters are wearingrespirators for
protection agawnst nhaling paint and
fuimes. )

This foundry worker wears speciii safely -
clothing and goggles for protection
against burns Notice also the dirt floor
winch s a requirement when poaning hot
metais
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Hearing protectors are a safety device
worn by workers in plants where noiseisa
problem.

expensive to hire satety personnel andto
do everything possible to make the plant
safe.

The elimination of unsafe acts on the
part of the workers is the goa! of safety
training. Proper methods of using the
machines, need for following safety rules.
and the importance of using and wearing
safety devices and clothing are stressed

.during this training. Hopefully, with this

training and good supervision, unsafe acts
of the workers can be controlled.

in the elimination of unsafe
mechanical or physical conditions in the
plant, plans must start early to make the
plant safe. During the routing of work and
the location of machines, the safety of the
workers must always be considered. Is
there enough space for the operator to
work at the machine? Are aisles wide
enough ior workers to pass without being
too close to dangerous machines? is there
safe access to every place the workers
must go? Is there adequate light for the
operators? | mechanical means of
materials handhng are used. are the
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workers protected from being caught in or
struch by them? Questions such as these
must be asked and solutions found before
machines are moved pnior to production
Machines must be inspected to see that
they are in good operating condition
Proper guards should be instaiied on all
machines.

Many compames conduct classes in
satety tor their employees durning the
normal working oay

The safety of the workers i1s very im-
portant No-accident work records can
only be had with proper planning After an
accident happens and workers are injured.
11 1s too iate )

Jigs and Fixtures

Tooling-up for production involves
moving machines, work tables. and work
areas into location to altow for the correct
routing of work. It aiso includes designing
and making jpgs and hixtures which are
needed dunng production Jigs and
fixtures are devices used to correctly
positiot or huld a piece of work with the

BEST COPY AVAILABLE

tool pertorming the operation. The ad-
vantages include.

1. Helps reduce manufact&rmg cost
2. Helps assure accuracy

3. Reduces the skill required to perform
operations

4. Enables machines to perform ad-
ditional operations

Let us examine closely a job that an
oparator of a dnil press performs. He dnills
four holes in the base plate as shown on

- the drawing below.

RASE FLATE

i RADWS

18 DAL

NUTE Seer Fute o de made of 1§ won piste

“In performing this job. he first fays out
the work This requires making four
measurements and drawing four lines to
locate centers before he drills the holes.
This method is fine if he only has one or
two base plates to drill, but suppose he has
severai thousand to do. A faster and more
accurate method 1s to design and con-
strucCt & pg which fastens to the tabie of the
dril press This j1g will correctly position
the we-k for the operator

With the aid of the jig. the operalor has
only to place the base plaie in the fusi
posit.on and drill the hole He then slides it
to the second position and dnils the
second hole, and so on. By using this jig.
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there is no need to lay out;cwh piece. This
process saves a great deal of\time. If the
operator does not waste time pasitioning
the base plate before drilling, morg time is
saved. When time is saved. money i saved
because the operator is probably being
paid by the hour. '

.. Thisis not the only advantage of using
the pg. Two otner factors are equally im-
portant. First, all of the base plates drilled
in this jig are the same, which is very im-
portant in this day of intcrchangeable
parts. And second, the operator does not
have to be as skillful: he does not even have
to know how to measure with arule. so he
does not have to be paid as much as a
skilled worker.

Jigs and fixtures should be designed
and constructed for all operations where
they will be helpful. Although in a few
cases they are expensive, in most cases
they can be built from scrap material. Jigs
and fixtures can be constructed to assist
workers doing assembling operations.
Devices for holding materials while they
are being glued or fastened prove to be
very time saving.
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Packaging the Product

Plans must be made for the packaging
of the product prior to beginning produc-
tion. Packaging is done for several
reasons. Sometimes if is to hold the
product as would be the case with cement,
paint, powdet, pouitry feeds, toothpaste,
or any type of liquid product. With other

-products, packaging is done to protect the
product from damage during shipping.

.
e ey me e
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This pacemaker can mean the u:fference
between lite and death to someone with a
heart block. The package is made of
styrofoam to protect the pacemaker dur-
ing shipment to a hospital.

Radios, clocks, refrigerators, hair dryers,
~and sewing machines are examples of
products which are packaged to-protect
them during shipping. Packaging is also
done to make products easy to handie.
Products put into square or rectangular
shaped boxes are easy to stack and take
less room.

Many types of materials are used to-
day to package products. There are bot-
ties, jars, cans, drums, boxes, crates, bags.
and sacks. They can be made from metal,
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- wood. paper, cardboard, cloth, or plastic.

in planning for packaging. the rate at
which it is done is carefully studied to in-
sure that bottienecks do not occur to siow
up production. The most suitable way to

After these ioaves of bread have been
sliced, they move by conveyor to this
machine where they are packaged into
wrappers.

package ts also sought. Attimes, the size of
the package 1s greatly reduced by not com-
pletely assembiing the product. A push-
type lawn mower, for example, requires a
very large box it completeiy assembled. if
the handlie 1s not bcited to the base,
however. the package +s much smaller.

Many products are often packaged
twice to make them easy to handle. Soap.
toothpaste. shampoo. canned food goods,
and many other small tems are usually
packagad in boxes containing several
dozen, making them much easiertoship to
the wholesaler and retailer. In packaging.
everything must be labeled to identify what
the package contains. Other special
instructions such as "This Side Up,” "Do
Not Use Hooks."and “Do Not Stack.” must
be labeled where they apply

The reason for packaging. the method
of packaging. the type of packaging. and
the rate at which products are packaged

F.im at this Kodak plant is first packaged
in single units and then repackaged into
boxes for ease of handling and shipping.

This worker is packaging V-Beits. This
simple iype of retainer wiil make it easy to
- 1dentify the beit as to size and type.
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This riding mower is first fastened onto a
pallet which will allow it to be easily
moved by fork-iift.

are carefully studied. Based on this study,
plans are made to insure that nothing is
overiooked before production begins.

These 13-ton crawler tractors are being
sent half around the world to Burma
Special crating 1s required for protection
durning the journey.

inspection

Why inspect? — It is commonly
believed that inspection involves examin-
ing a finished product to determine if it has
been made correctly. Aithough some
inspection is done for this purpose. this is
not the main reason for inspection. The
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main reason is to eliminate the waste of
working on defective materiais and pro-
ducing faulty products. Every time a
defective product is manufactured the
company loses not only the materials in-
volved, but aiso the wages paid the
workers to produce the defective product,
as well as the loss of an acceptable product
which could have been manufactured in
the same amount of time. Most of .the in-
spection done in manufacturing plants,
therefore, takes place before the product
has been completed.

Another good reason for inspecting
while the product is being built is to learn’
just what is being done wrong when
something is found defective so it can be
corrected. Most work done on machines
will be correct, provided the machine is
properly adjusted and set up correctly. If
the machine starts to turn out faulty work it

A visual inspection of these circular saw
housings is made as they are removed
from the painting racks and pleced on the
conveyor belt.

is probably out of adjustment or set up
wrong. If caught in time, it can be cor-
rected before to0 many faulty parts are
made. This would not be possibie, how-
ever, if products were only inspected after
they were completed.

When to inspect? — All work in a plant

employing thousands of workers cannot
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be inspected. This would require too much
time and would be very costly It is im-
portant. therefore. to know when to
inspect. There are some general rules
about when to inspect. These are.

1. Inspect ali matenals purchased —
be sure you receive what has been ordered
and that it 1s not damaged.

2. Inspect before starting time-con-
suming or costly operations. Do not waste
time or money performing work on defec-
tive matenals. :

3. Inspect before starting operations
which could damage or jam machines.
Example Do not ruin planer knives by
runn:ng boards with nails through planer.

4 Inspect before starting assembly
operations which are difficuitto take apart.

9. Inspect finished products before
they leave the piant

These electrical
carefully checked before bemmg assem-
bled :nto the product.

components are

Who will inspect? — Much of the
inspection mentioned in the rules above

can be done by the production workers if

they are instructed properly. In most
cases. the workers must pick up the
material to position it on the machine or
install it on the product. While doing this. a
quick visual inspection of the material can
be made. In most cases. this is ail that is
necessary to determine if material s
acceptable or fauity. Having the produc-
tion workers do this inspection while they
are performing their work greatly reduces
the number of personnel required to do
only inspection.

There are times when materials re-
quire more than a visual inspection to de-
termine their condition. Special testing
equipment. requiring a great deal of train-

More than 8.000 inspectors maintain a
constant watch to insure quality at Volks-
wagen pignts in Germany. This insoector
checks a magnesium crankcase haif after
machining.

-
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ing for operation. must sometimes be
used. Mechanical products, such as

engines, must be run to detemine their
performance. In these cases. specially
trained inspection personnel must do the
inspecting. :

These engineering and production
technicians run a set of programs to make
sure these computers are operating
correctly.

This employee checks auto equipment
papers at the Ford Wayne Michigan,
assemply plant
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During the planning stage of produc-
tion, careful consideration must be given
to mnspection. Who will ingpect and when
inspection will be done must be decided.
Spegial instruction may have to be given to
production workers concerning inspec-
tion.

Careful attention during the tnal run
should be devoted to inspection, making
sure that all. personnel are carrying out
inspection procedures correctly.

Electric mptor fields for Black & Decker
power tools are inspected at theend of the
subassembly automatic winding line.

Trial Run

Regardless of the amount of planning.
it is always a good idea to conduct a
trial run before beginning production. This
trial run is similar to a dress rehearsal. it 1s
the last chance to get all of the "bugs” out
before the big show starts. During the trial
run, production is actually performed. As
work is completed on each machine, each
piece is carefully checked to see that it is
being made correctly. If not. adjustments
are made. The routing of work is watched
closely. and if bottlenecks occur. they are
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corrected. Systems worked out in advance
for matenals handling are tested to see if

-they are moving matenials as intended.

Thus trial run prowdes an opportunity
to make sure that all workers understand
exactly what they are supposed to do. If

X Y
-
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Making sure each worker knows exactly
what he is to do is one of the reasons for a
tnatl run

prab:ems anse, the foremen show the
workers what they are doing wrong and
what must be done in order to do the job
rnght. As workers are not rushed during
this run, they have the time to straighten
out mistakes.

One last advantage of the tnal run is
that it offers the opportunity to make sure
t'.at all.necessary planning has been done.
i something has been overlooked, it
should show up: and 1t can be corrected.

“

Sum‘mary_ : :

After 1t 1s known exactly what the

. product is,” how it looks, and how it

operates. much pianning and work is done
before production can begin. Decisions
are reached concerning who will make the
product and where it will be made. Such

66

- decisions may require expansion of the

piant, possibly working another shift and
the hinng of additional workers. it is also
decided what parts will be made in the
piant and what parts will be bought

Work i5 performed to analyze each
part of the product to determine the
operations required in its production.
Plans for the routing of work 'during pro-

-duction are made. Such plans take into

consideration the positioning of ma-
chines. methods of materials handling.
and the safety of the workers. Jigs and fix-
lures are  designed and constructed to
help speed up the work and. thetefore. 1e-
duce the cost of production

The last step in planning for produc-
tion consists of a trial run. This is the final
check 10 make sure that nothing has been
overlooked before actual production
begins.

. Words and Phrases You Shouild Know

Analysis-of operations
Second shift

Routing of work
Sequence of operations
Rate of operation

Fiow chart

Materials handling
Unsafe act

Unsafe mechanical or physical condition
Tooling-up
"Jigs and fixtures
Packaging

Trial run

Discussion and Research Topics

1. Make a list of things which must be done
before production of a product can begin.

2. Assume that the enroliment in your
school will double next year. Discuss some
ways which the over-crowded conditions
could be solved.
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3. Select a piece of furmture in your
classroom and make an analysis of
operation for that item.

4. Sketch a floor plan ‘of your school
- cafeteria. Now make a flow chart on this
plan showing how students move through
the cafeteria from the time they enter until
the time that they leave. Are there any
bottlenecks? If so, how could they be
eliminated?

5. Select two different nems; in your
classroom and discuss whethev dr not the
items had to be packaged, and il so, why? *

6. What types of occupations are required -
to properly plan for production? '

67
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PRODUCTION

Production can be thought of as that
part of the manufacturing process where
natural resources are changed into useful
products. in a furmturc factory, wood is
changed into products such as chairs or,
tables. Metal, plastic. rubber. glass, and
fabric are changed to become a car in the
automobile industry. Production is ac-
tually the process of making things.

‘The Old System

Some time ago. all things were made
on an individual basis. mostly in small one-

do. .
[
Y7

]
A
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man shops. A skilled craftsman, con-
tracted to make a chair, carefully selected
the wood needed to complete the job. He

.then made the legs, back, seat, and arm

rests. After all of the parts had been cum-
pleted, he assembled them to make the
chair. After sanding, he applied the desired
finish. More than likely, if the chair was to
be delivered to the customer, this same
craftsman also did that.

The point is that with the old system of

making things one worker usually did the -

entire job from start to finish. Such people

tock a great deal of pride in their workman-

ship.
Modern Mass Production

With the exception of products made
in the home workshop and a small amount
of custom work, most things made today
are not produced on an individual basis.
The Industrial Revolution, machines, sub-

division of iabor, interchangeable parts, .

and advanced-technology have all been
responsible for changing our methods of

production. Most products today are mass -

produced in large' factories. No longer
does one person work on a product from
start to finish.

in a modern furniture plant today we
may find a hegdred workers ail having
some part in the making of the chair men-
tioned in the example above. Each worker
performs some operation on the chair and
repeats that same operation over and over
on chair after chair. Working together
these 100 workers can produce 100 chairs
in approximately one-fourth the time it
would take an equal mimber of craftsmen
to build one chair each There is no
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New cars roll out of the piant evéry few
seconds -~ 16 hours each working day at
Volkswagen's home plant in Wolfsburg,
Germany

doubt dabout it — Mass production gets
things buiit much faster than can be done
on an mndividual basis.

But rate of output i1s not the only ad-
vantage of mass production Let us look at
the training requirements. of the craftsman
who does the complete job as compared to
the pro~uction worker who performs only
one operation The craftsman must know

how to use all of the machines and tools .

used 1n making the chair. He must also
know how to perform ail of tiw Operations
required to make the chair. Training such
as this may take years. The production
worker, because he only performs one
operation. needs to be taught how to
operate only one machine or one tool.
Such workers canbe trained ina very short
time Most workers can be given the
instructions needed to perform their
operation 1n only a few minutcs. After that
it may take several hours or several days
for them to become really skillful at the
task But in this short period of time, they
do become highly skiliful and can perform

\
their jobs with: amazing speed and ac-
curacy !

\
Because eadh workar does only one

operation and.regeat: 1t again and again,’

his job can be studied to find the most ef-
ficient way to do it. This.is called time and
motion study. Through such study. the
best method to do the job can be learned.
and all lost motion, unnecessary action.
strain on the worker, or nefficient_work

‘hahits can be eliminated. The speed at

Assembler at IBM plant wires computer
panels with the aid of the compute
controfled system that she s watctnng

which most production workers per orm
has been brought about through the ef-
forts of time and motion study.

Steps in Mass Production

Mass production can be divided into

~three major steps. These are:

70

1. Parts manufacture
2. Subassembly
3. Final assembly

Most products which are used today
went through these thiee steps before they

69
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came to :1s Let us see what 1s invoilved in
each one

Parts Manufacture

Most prodiicts are made up of a com-
bination of many parts. Just within your
home the refrigerator. dishwasher,
garbage disposal. toaster. oven, stove,
washing mactine. clothes dryer, furn-
ture. ciocks. radio, stereo, television,
lamps. sewing machine, and hair dryers
are products made from many parts. Parts,
of course, are such items as gears, pulleys,
beits. springs. bushings. rods. valves,
brackets. hoses. clamps. nuts, bolts,
housings. and body shells. Such parts
aione have no practical vatue. but when put
together with other parts. they become
useable products.

The first step toward producing a
product 1s to make all of the parts required
to buwid it. Each part. whether large or
small, must be made to exact size. shape.
and description so that all are exactly alike

Parts must be made before any products
can be assembied
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This makes them interchangeable. which
15 a requirement for mass production
Interchangeabifity aliows parts to be put
together with Other parts without being
hand fitted. For a particular engine size,
connecting rods and crankshafts are made
to size so exactly that any rod will fit any
crankshaft and will operate smoothly.

Parts may or may not be made by the
company that actuaily makes {assembles)
the finished products which are sold to the
customer An automobile assembly plant:
may buy fimshed parts and subassem-
blies from hundreds of companies which
have contracts to supply them with such
items The machinery. setup and methods
of work required to make partsare very dif-
ferent frcm those needed for assembly
work

Subassembiv

Because it takes so many parts to
make a finished product, the parts are
usually first put together into units called
subassemblies These subassemblies are
then combined with other subassemblies
to make the finished product. This may

Completed subassembly -- These heavy-
duty torque converters are now ready to
be sent 10 the final assmbly hine 1o be
instalied 1in off-lmghway vehicles
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sound ke double work Why not just
assembie atl of the parts once into the
tinished product? So many parts are in-
volved that the asseribling process wotild

be too tong and complex dand wouht re-

quire so much space that it would be m1ef-
ficient An automobile. tor example. is
made up of thousands of parts. This s too
large a number to assemble at one time
and place Theretore. subassemblies are
first made, such as an alternator and a
starter motor. each of which coantaing
around 60 parts A subassembly called a
tuel pump has about 30 parts. while a
carburetor can have over 100 parts But
evern such subassemblies as these are still
100 many to work with duning the final
assembiy of an automobile. So the
alternator. starter motor. fuel pump. and
carburetor are combined with other
subassembhes to make an automobile
engine

Subassemblies can be made at piaces
other than where the tinal assembly takes
place In fact. thousands of companies
across the natio': make subassemblies

b -4
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These Western Electric employees are

putting together pushbutton diail
subassemblies When completed. these
anrd ither sgybassembing wiil he combined
inthe final assembly area into telephones

which are shipped to the aircraft,
automobile. and apphance assembly
plants.

Parits are put together into subassem-
blies on production lines calied subassem-
bly ines These are like the final assembly
lines except that there i1s less varniety of
parts and work

- Nﬁ‘; .
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Varistors are soldered into network on a
telephone subassembly {ine at this
Western Electric plant

Final Assembiy

Making the finished product — the
television, automobile, or refrigerator — is
done during this last step of mass produc-
tion called tinal assembly. it is here that all
subassemblies and parts are put together.
in most cases they are fastened together

" by such means as nailing, gluing, welding.
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riveting, clamping. or by using screws or
nuts and bolts.

The princinle of final assembly s quite
simple. Workers, equipped with the tools

a€
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needed to perform theuw operation and 4
stockpile of whatever part or subassembly
they need are positioned along the assem-
bly hine The unmit to be worked on moves
dalong the assembly hine by means of
conveyor belt, overhead carriage. track, or
whatever method s appropniate As the
unit moves to their position. the workers
pertorm thewr operation which usually con-
sists of instaling a sabassembly  When

completed the umt moves down the hine

and a new umt comes {0 their position
They perform the same operation agan an
HATCTIALL '

In an automobiie assembly ptant the
process beging with a chassis frame being
put on the assembly line As it moves down
the hine, parts and subassemblies are at-

tached. About one and a half hours later”

After

the body of an aulomobile s
lowered onto the chassss. the front end 1s
put in place These employees are seen
hesre steening the tront end into position

the last ogperation s performed when a
worker drives the fimished automobile off
the assembly ine Volkswagen buitds vver
6000 cars 1n a single day by working two
eight-hour shifts attheir plants This means
that tney have about six cars per mimnuate
roiling off thog assembly ines

As w.i stated. the punciple of final
assembly s simple, but putting 1 1nto
effect 1s another story. For it to waork ef-
ficiently requites a tremendous amount of
ptanming. coordinatton, and money. The
large amount of money reguized makes it
impractical to even consider the mass
production process unless a very large
number of units are tobe built Much of the
expense involved in setting up an assem-
bly hne goes into the conveyor system.
which s required for ethcient operation .in
an automobile assembly plant all of the
subassemblies and parts move by
conveyor systems to the worker ‘who wiil

Notice the method used in lowenng this
body shell as 1t is mated with tts chassss

install them And. for many of the
subassemblies, special hoists are needed
to it them into position so that they can be
installed in the automobile

Many assembly plants not only have
mam assembly hnes  they have feodor
lines as well. As the name imphes, some
assembly is done on these hnes, and the
completed work is fed mnto the main
assembly hne for future assembhing onto

the unit being buiit
s

An understanding of final assembly
should help you to appreciate the neces-
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sity of interchangeable parts and the
reason for assembling parts nto
subassembhies On the line. workers select
a subassembly from among the hundreds
which have been moved to them, and in-
stall 1t into the umit being budt Any sub-
assembly will hit. because of the dea of
interchangeable parts  Because every-
tiung must e maoved to the wotheers, ot
hne! it 1s mare efficient to move  sub-
assembhies than the hundreds of small
parts wihiuch compose them

The designing and engineering of a
nding mower have been discussed n
another section What about the actual
production of the mower? The mower con-
tains a total of 255 parts (not inciuding
standard hardware.
washers. nuts and boits) Some of the parts
are purchased under contract from other
companies. but most are made by the
manufacturer oi the mower The parts are
put together on subassembly hnes into
seven main subassembhies These are fed

This International Harvester Cadet 55
mower contains 255 parts excluding stan-
dard nardware

onto th2 tnal assembly line where the
Mmowat s complieted  Approximataely 200
mowers of this type are buiit each day.

such as screws..
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Summary

Production. changing natural
resources into useful products. no longer
1s done on anindividual basis Today most
products are produced by means of mass
production.

Mass production usually consists of
parts manufacture, subassembly. and final
assembly Making use of interchangeable
parts. subdivision of labor, and modern
technology. products dre cuinpleted on
the assembly lines at amazing speeds

This method of production requires a
tremendous amount of planning.
coordination, and money to make it ef-
ficient Because of the cost involved in set-
ting up for mass production. a large num-
ber of units must be produced for it to be
practical

Words and Phrases You Should Know

Production
Interchangeable parts
Mass production

Time and motion study
Subassembly
Subassembly line
Final assembly

Feeder lines

Discussion and Research Topics

1. Discuss which items in your classroom
were built by mass production techniques
and which items were buiit on an individual
(custom) basis?

2. Who s credited with introducing the
idea of interchangeable parts?

3. What was Henry Ford's main con-
tribution to modern industry?

4. -Should more inspection be doneduring

parts manufacture or dunng final
assembly? Defend your answer.
5 What occupations are found n

production work?

rkk
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DISTRIBUTION

Distribution 1s the process of getting
the fimished product from the place where
it1s manufactured or processed to the cus-
tomer who will use 1t Practically nothing
that you or | buy today is bought directly
from the manufacturer. Most of our buying
15 done at retal stores. and practically

Retad stores play animportant roleoin tue
proceess of distaibution

nothing which these stores bhuy s pur-
chased directly from the manufacturer.
Retail stores do most of therr buying from
whoiesale houses who do their purchas-
ing from the manufaciurers. The usual
cycle of distribution s from manufacturer
to wholesaler. from wholesaier to retailer.
and finally, from retailer to customer.

Wholesaling

Most goods and products are sold
Jirettty Dy the manufacturer to whole-

salers. The wholesaler, sometimes
referred to as the "middle man.” buys In

large quantities 1tis not unusual tor one o1

two wholesalers to buy all of the products
produced by the company Wholesalers
make their money by buying at a low price
and sething to retailers at a ‘higher price
The price which the wholesaler gets when
he buys trom the manufacturer 1s called
the manufacturer’s price 1t 1s somoetime:,
as much as 40Y% to 50% less than the sug-
gested retail selting price which the final
customer pays {ot the product The whole-
saler takes delivery of the products and
puts them in warehouses (stores) untd
they are soid to retailers The price that the
retatier pays may be 200 1o 3000 loss than
the suggested retald price you pay tor the
product when purchased in the Gton

The wholesaler does not necessarndy
make a profit of 20% on all items he han-
dies. Remember that profit 1s the money
left over from sales after all expenses have
been paid The wholesaler has a iot of
expenses. He has the expense of
maintaining the warehouse and personnel
to operate it, salaries and commissions for
office workers and the sales force. plus the
cost of materials handling. This materials
handling is not only inside the warehouse,
but also includes delivery of the products
to the retailers.

Retailing

Most of the articles you see in stores
are bought rrom wholesalers. They are
purchased at a wholesale price. but are
sold to the cusiomer at a price known as
the retaill price By the time the merchan-
dise gets into the hands of the customers it



has already been sold twice before, mak-
ing this the third sale.

Aithough the retaiier bought the
merchandise for 20 to 30Y less than it
sold for, tus profit 1s not that much. He, like
the wholesaler. 1as a lot of expenses. He
has his store building to maintain, wages to
pay to sales  personnel, nsurance,
advertisement costs. and maybe the
expense of delivery service

Selling Direct

I a company mamufactures g product
which sells for $100 00 to the customer that
1S going to use 1t why inthe world does the
company seli it to a wholesaler for §55 00
or S60 007 It seems that the company s
losing S40 06 or $45 00 on that product by
net sething directly to the customer The
chiche it tlakes money to make money,
apphies here In order for ine manufactar -
ma company {0 sell directly to the cus-
taomier bt mast have asetul store or stores
This expense. plus all of the additional ex-
pernises anvolved an operating the store
Amounts 1o moach maore than thae gopgirent

eI G'Y],"'.'h()‘,”,,ﬁ ;‘!1”‘.“‘

Buying Direct

As customers. we feel that it we could
buy everything we needed directly from
the manufacturer. we could buy at amuch
cheper pnice because we would be
ehimnating the wholesaler and the retarier
This behef s partly nght. but not com-
pletely The manufacturer s prices always
deternuned by tus production expenses
pliis A redasaonables profit He usaally doees
ol Decome gihvolveddan ohstnibation 8ot
heddoes and tat o what happeas ffousto.
mors Huay drectly from hun tnen the ex.
proenne of distnabhation o added to the mang
Atter Gt he necds pers
ot o Pugtsdbe agles and the papes work
INvalvierd with Sales

factursg < price

Atewcopnpanney oyl dinectly 1 .

pubhc but when they do. the cost of the

)

product includes the distnbution cost.
Although the price is a little lower than the
price asked at the retail store, it is higher
than the price which the wholesaler pays
When buying directly from the manutac-

turer. 1t 1s usually a "sight unseen” sort of
thing. You do not have the opportunity to
examine the product before purchasing.
Most people prefer to shop and ook the
merchandise over carefully before buying.

Chain Stores

Most chain store organizations such
as Sears, Penney's. Western Auto.
Gibson's and many of the food store
chains, do most of their buying directly
from the manufacturers or producer,
rather than from the wholesalers. Often the
organization arranges to have the
manufacturer put its chain brand name on
the product during prod:iction or ts label
on it dunng packaging.

These chain organizations are so large
that they do their own wholesaling and
warehousing. They supply their retail
stores from these warehouses. Because
they buy i such volume. they qet mes -
chandise at pnices which are as good and
sometimes better than a wholesaler could
buy. Such savings can be passed on to the
customer at their retail stores. As the
parent organization owns the warchouse
and the retail store. it can afford to make
shightly less profit at each place; whereas
the independent retailer must make all ins
prohitin the store. The large chain organi-
zations have these two sources from which
to make their profits

Franchised Dealerships

The automobile industry in this coun-
'y uperates without wholesalers by selling
therr products directly to the retail outlets.
These retail outlets are the thousands of

franchised dealers for the various
automobile manufacturers These fran-
chised  deglers are ndependoent

businessmen who purchase the right 1o

TS
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inside view of a For& Mofor Company
deaiership.

set up a tusiness and sell a particuiar type
of automobile from one of the manufac-
turers Although the manufacturers sell the
right to independent businesses to handle
their products, they reserve the right to
take away that franchise if the businesses
do not live up to certain congmons pertamn-
ing to sales and servicing./[n this way, the
manufacturers keep up high standards in
regard to the servicing of their products.

Summary

The process of geting finished
products from the manufacturer or
producer to the customer is called dis-
tribution. Usually after a product has been
completed. it is sent to a wholesaler. From
there it moves to a retailer who operates a
store of some type Most of the selling of
products to customers take place at these
retail stores.
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Words and Phrases You Should Know

Cycle of distribution
Wholesaling
Retailing

Direct buying

Retail price
Wholesale price

Chain organization

Franchised dealership
Discussion and Research Topics
1. What does distribution involve?

2 In the process of distribution. what do
the words "middie man” usuaily mean?

3. Explain the difference between
wholesaling and retailing.

4. What occupations are concerned with
distribution?
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ADVERTISEMENT AND SALES

Al husinesses must setl the goods or
services wihuch they manutfactine ot
provide This 1s a basic fact of busmess

The money recewed from sales makes it

possible for a business to meet iis payroll.
pay mortgages on buwidings and
edquipment. and purchase new materials
with  which 10 continue operations.
Without sales. no business can sutvive

Advertisement

Regardless of how great a product
may be or what a good buy 1t 1s. sales just
do not happen by themselves. People must
be made aware that a certain productisfor
sale. The purpose of advertisement is to
bring a product to the attention of the

Outdoor advertisement such as this

roadside sign attract the attention of
passing motorist.

a4
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public. Television and radio commercials,
and newspaper and magazine ads are four
different media used to advertise, but all
have the same purpose. That purpose is to
put a product before the public.

Advertisement is a muitibillion dollar
business in the United States, Every
business. large or small, must advertise its
product; however, most companies are not
large enough to have advertisement
specialists in their employ. In this case,
they contract their advertisement needs to
agencies. specializing in this line of work.
One advertisement agency may do this
work for hundreds of businesses. Some of
the larger corporations have their own
advertisement departments.

Kinds of Acvertisement

All advertisement is intended 1o in-
crease sales volume; however, it i1s not ali
designed to bring immediate resuits. There
are actually two kinds of advertisement.
Some are designed to increase sales
immediately, while others are concerned
with iong term results.

Promotional advertisement This
kind of advertisement features a parti-
cular product or service and is designed to
increase sales immediately. Most ads
appearing in the daily newspaper an-
nouncing a sale at a supermarket or
department store are examples of thistype
of advertisement. '

institutional advertisement — Build-
ing goodwill for a product or service is the
purpose for which this kind of advertise-
ment is designed. Al of the automobile



makers use this kind of advertise-
ment.Commercials on television em-
phasizing the research, engineering, and
testing that go into making an automobile,

or the service offered after it is purchased,

are examples of this kind of advertise-
ment. With today’'s emphasis on ecology,
many firms show and tell what they are do-
ing to fight pollution through institutional
advertisement. Such advertisement is
aimed at developing goodwill for the com-
Fany. which in the long run will result in in-
creased sales. -

National, Regiona!, and Local
Advertisement

Advertisement, to be effective, must
reach the buyira public. Whether
advertisement should be national,
regional, or local depends on the product
market potential. Television sets, kitchen
appliances, and automobiles are examples
of products sold throughout the country;

therefore, national advertisement is- in .

order to help sell these 'Rroducts. Winter
sports equipment, such "as ice skates,
hockey sticks, and skis are not advertised
nationally because no market exists for
such products in many of the south-
eastern and southwestern states. Regional
advertisement covering the areas of the

country where a market exists for such

items is the type used. Many bakery

. products, particularly bread because it

loses its freshness quickly, can only be dis-
tributed inthe local area where it is made. It
is logical that advertisement for this
product be done locally.

Both national and local advertise-

- ment aré often used to attract the attention

of the buying public for some products.
The Ford Motor Company is interested in
national advertisement for its cars; but a
dealer selling Fords would be more
interested in using local advertisement to
put the name of his dealership before the
public in his area.

5.

Cost of Advertisement

Many large corporations ‘spend
millions of dollars each year advertising
their products. This is not at all unusual in
the automobile, foods, soap, clothing, or
restaurant industries, to name only a few.
Who pays for this advertisement? The
answer s you and me — the consumer.
Advertisement, jus. 'ike the money paid for
materials to manufacture a product or

~ wages paid to workers for assembling a

product, is part of the expense of doing
business. Like material costs and wages,
the cost of advertisement is added to the
cost of the product and passed to the con-
sumer.

Sales

As has been mentioned, sales are the
tife blood of any business organization.
Whether the organization produces a
product or offers a service, that product or
service must be sold to someone. Without -
sales no business can continue
operations. ‘

For sales to take place, there must be a
seller and a buyer. This is the consumer.
People have a tendency to think of the
seller as being someone who onerates a
store and the consumer as being the
generai public who purchase productsto
meat their needs or pleasures. This‘is
correct, but it is not the whole story of the
seller and consumer. Manufacturing
industries produce products to be sold, but
they are also large consumers as well. in
fact, businesses of all types are both seliers
and consumers.

The lawn mower company we have
been tracing will seli the riding mowers
which it manufactures. But it is also a con-
sumer of the products of other industries.
‘They must buy parts and subassemblies
from other companies to assemble the

" mowers. Companies which sell parts and

I "8
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subassemblies are also consumers., as
they must buy materiais. from still other
companies to make their products.

Most products that you and | buy for
our own consumption or use have already
been bought and sold perhaps twice. For
example, .this would be true if you pur-
chased from a department store one of the
riding mowers. The department store. are-
tailer, purchased the mowerfrom a whole-
saler, who purchased it from the manu-
facturer. Afterseveral years of use you may
trade the'mower in on a newer model. But
even this may not be the end of the mower,
because the dealer may resell it as a used
mower to still another customer.

Retail Selling -

Most products used by the general
public are -purchased through retail
outlets. This means. the product has al-
ready moved from the manufacturer or
producer to the wholesaler and then to the
retailer where it will be sold to the buying
public. There are four ways in which retail
selling takes place. You and your family

have probably purchased items through

each of these four ways. Let us examine
each to see what is involved. :

1. Over-the-counter selling. This type
of retail selling is done in stores of ali types,

At retail stores, customers can examine
the merchandise before purchasing.

such as department stores, hardware
stores, shoe stores, food stores, etc. The
customer.visits a store, sees the merchan-
dise, makes a selection, and purchases the
items wanted. More merchandise is sold to
the generai public by this method of retail
selling than any other.

2. Mail-order selling. This method of
retail selling is done through catalogue or
printed advertisements. Everyone is
familiar with buying through the Sears,
Montgomery Ward, or Spiegel catalog.:e.
Many other stores announce sales by
printed advertisements in the newspaper.
Magazine and insurance offers come
continously to your house by means of the
mail.

in this method of seliing, the customer

- does not visit a store. Instead, the pur-

chase is made through the mail or the

" order may be placed over the telephone.

The merc_:handise is then mailed or
delivered to the customer.

3. Automatic vending machine
selling. Every year billions of dollars of
merchandise is sold by means ot
automatic vending machines. The cus-
tomer deposits money into a vending
machine and receives the purchased
goods immediately. Some time ago ven-
ding machines were used primarily for the
sale of soft drinks, cigarettes, and postal
stamps. Today, however, thousands of
items are sold by this method. One of the
more recent introductions into vending
machine selling has been gasoline at self-
service stations.

4. Door-to-door selling. As the name
implies, this method of selling involves a
salesperson calling at the home of a
prospective customer to show and explain
the products for sale. This method of seil-
ing was made popular by Mr. Fuller, selling
his Fuller Brush products. Cosmetics, en-
cyclopedias, vacuum cleaners, and co0k-
ware are examples of products whose
companies make use of this method of
selling. Usually when this method of seli-



. Avon cosmetics are sold by means of door-
to-door seling -

ing is used, the product 1s not sold in retail
stores.

Which of the four methods of retail
seliing is best for a particutar product?
This question 1s asked daily in the business
world. Tne answer is given by people with
speciai training and experience in the art of
seling. Successful companies have such
people on their staffs because of the im-
portance of sales. Without sales no com-
pany can survive

Cost of sales

~ People engaged in selling must be
paid for their work. Some salespeople are
paid a straight salary. Regardless of how
Ittle or how much they sell, their pay is the
same. Most salespeople in stores, over-
the-counter selling or mail-order selling.
are paid a salary. Occassionally. however,
dunng special sales these people may also
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be paid asmall commission as an incentive
to boost their sales efforts. .

Most people engaged in door-to-door
selling, and some others selling expensive
products such as automobiles, usuglly are
paid on a commission basis. This means
they are paid only when they sell some-
thing. Commissions often are between 5%
and 10% of the selling price of the pro-
duct. The salespeople realize that the
harder they work the more money they wili
receive.

Where does the money come from to
pay the salespeople? You have probably
guessed by now. Whether salary or com-
mission, it is still an expense; and just like
materials, wages paid t0o workers, or
advertisement, it is added to the price of
the product. Therefore, the consumer pays
it.

Summary

In order for a product to sell, people
must first be made aware of that:product.
The purpose of advertisement is to bring
the product 4o the attention of the buying
public and create a desire for the product.
To be effective, advertisement must cover
the market area in which the product will
be distributed. Advertisement costs are
considered an expense of producing and
distributing the product and are passed on
to the customer.

Sales are vital to all companies. Some
companies seil their products to other
companies, whereas other companies sell
their products to the general buying
public. Most products purchased by the
public are sold by means of retail selling.



Words and Phrases You Should Know 2. What determines whether
advertisement 1s done on a national,

Advertisement regional, -or local basis? Find i

Promotional advertisement newspapers or magazmes"'exampies of. -

institutional advertisement each.

Buying public

‘Market potential 3. Select an item in your classroom and

Retail outlet prepare an advertisement poster about the
. . Over-the-counter selling item.

Mail-order selling :

Door-to-door selling ‘ 4 Make a bist of toms which are sotd in

Automatic vending machine seliing vending machines -

Commission _

Market area 5. What occupations are found in the

advert{sement industry?
Discussion and Research Topics / :
6. z‘r\at occupations would be found in a
1. Find an exampie of each type of large retail store?
advertisement in a newspaper or magazine /
. and explain what each is designed to do. ‘
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' TERMINATION OF A CORPORATION

Each year in his country close to one-
half mylhion corporations go out of
business. The process of going out of
business. or terminating the business. is
called dissolution. Aithough for most
corporations dissolution s broughi about
because of business failure, this 1s not the
only reason why businesses end There are
two types of dissolution — voluntary dis-
solution and involuntary dissolution Let
us exanune each type closely to learn what
each means.

_ Voluntary Dissolution

Voluntary dissolution means that a
corporation decides to terminate its
business without being forced to do so.
Why would a corporation voluntarily
decide to go out of business? There are
many reasons, among which are:

1. Consolidation or merger purposes
2. Expiration of charter .

3 Stockholder's concern ahout future
of corporatioa

Consolidation and. merger are legal
procedures whereby two or more
corporations unite

same. that of forming one corporation. the
procedures differ. in the merger, one

corporation gives up its charter and 1s ab-

sorbed by the other corporation which
keeps 1ts onginat charter and name In the
consolidation, however, both corporations

to form a singleg;.
. corporation. Although the result 15 the

give up their charners and mcorporate
under a new charter and name,. -

MERGER"
Atlas Corp. , -7
Dixie Corp )=

(‘ONSOMDAT!ON
Southern Corp. '

Western Corp. ) — Ame'&‘:aﬂ Corp.

Whether consolidation or merger, dis-

solution is necessary for gpe or jboth of the
corporations. !

Another reason for voluntary dis-
solution of a corporation is the expiration

of the charter. Often a corporation is

Chartered for a certain period of time. In -

this case, unless an extension of timeis re-
quested. the corporation is automatically
terminated at the expiration of the stated
penod of time.

Voluntary dissoiution may aiso come
about, and quite often does, by theconsent
of the stockholders. If the business

appears to be on shaky ground or if the:

*board of directors makes decisions which

.. 10 the stockholders seem unwise, the
"‘Gtockholders consent to dissolve the

- Crporation. Thiscanbedoneanytime ata
duly called and held meeting of the stock-
holders. If the resolution to dissolve is
passed by a majority voteof the stock-
hotders. dissolution of the corporation
takes place

8&

- Atlas Corp.

-
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Involuntary Dissolution

involuntary dissolution means that a
corporatinn o forced to h‘u_nm'w:ﬂv ifs
business and give up its charler Usually
this force 1s apphied by scmeone outside of
the ZorpqQration In many cases the state,
through the courts. forces a corporation
110 aissolution for the tollowing reasons.

1 Fraud in securing a charter
Failure to meet state regulations

3 Performance (f
fraudutent a (s

wrongful or

4 Bankruptcy (unable to pay i1ts debts)

Banwruptcy 1s perhaps the most co’:.-
mon reason tor involuntary dissolution
Bankruptcy 1s usually brought on by bad
manajement. lack of operating captal.
metficient production. intenor products.

»0r salesmanship, or a combination of
these factars The inability to pay its debts,
howewver dogs notautomatically ternunate
the .aastence of the corporation In most
states. the  creditors  commence
procecdings 2o dissolve the corporation.
Through court proceedings the creditors
foce e corporation into bankruptey H
thi< tappens. the corporation s forced to
seltallt of s assets  (land. building.
macthunes supnhes. and unsold merchan-
disen and pay the creditors if there is any
maney ettt s divided among  the
stockholders  After this s done  the
corporation no fonger e -i1sts

Dissoi.tion Fr .cedire

Aftor thee GoCrsivute Lo termnagte the
corporate s cegched  a coertain proce-
Mowed tor hissolution Thus
proce b s ederred 15 as winding up the
oo poration in the case of g
crartitv s, solution the stockholders of
0P . m AppProve. Dy majonity voie
e ohiaso oyt L The poard of chractons
et Lo aes pthe siate for mermission 1y
st e b o et Many states haee

WV 8 O T CGTDOTANIOGN S el e

Y LE T

fhgere, of

theur debts betore returning their charters
Once the corporation 1s dissolved. it s
legally nonexistent and can no longes
carty on the duties for which it was
chartered One exception to this. he wevier
1S that s has the nghttoconvert assets into
cash (sell everythingit ow! 1 The money

AL UT

Through sales such as this, businesses
convert their assets intc cash

‘feceived trom the sale of the assets is used

{0 pay ail debts. Whatever money f lett is
ivided aqudlly amaong the Stockholders
onthe bavis of how many e cogct
owner s The corporation with 1.
aceeptance of the retammed Chartion fry e
State o now affwaally endeod

H dissolution s involuntary. tt- slock-
nolders do not vote for or agan:st dis-
solution because the corporation 1s beng
forced to terminate s business. The state
usually appoints someone to wind up the
affairs o! the corporation Ttus person s
called a receiver or a hquidator. His duty 5
to oversee the selling of the corporats. -
assets and to see that the corporation
reaches some kind ¢! agreement with s
creditors

The sale of the assets of e
Contprotabiote ol conrse te o e gy
out s unbikely that (s enough to pray the
tait amcunt of the debls Some agreoment
such as 10 o 20 cents on the dodiae
thisrefore s reached with the (rochiton.,

53



Many states have laws pertaiming to the
cash distribution after dissolution These
laws state the order in which payments

AR VLA AT AT I AT O R L

1 Payment of all taxes

Payment of mortgages and hens
against the corporation

P

3 Payment of other outstanding debts
4 Payment to stockholders

As arule. the settiement of the debts in
an involuntary dissolution does not leave
any money to be divided among the stock-
nolcters  When thaus happens. the stock-
notders  lose  the money they have
invested 1n the stock  because the
corporation no longer exists

Summary

Dissolution 1s the process whereby a
corporation is terminated In most cases
the dissolution 1s involuntary brought on
by business failure. and the state takes
away the corporation’'s charter Arecewer
or hgquidatorn s appointedd to wind up the af-
tairs of the corporation

Sume  dissolutions  are  voluntary.
however, due to consohidation or merges
purpcses. expiration of the charter. or
P g Ot ne sStock bt s ooty vote
oy Gecmungite tha cornneabions Whien thay s
troe canee at nf the Corporatinn s assots e
SYSIEE BT ISRES R RIS U R ¢ PY FYA BT T I8 AR S ST A UV FYRTT AT S
RTINS TR YE Pays BT S RYB S AT N S AT AU ON S NYOTES TR R
| TR TS FRURLIS PR SNTE VRIS B VR F VRN S AN PR T STS B I3 T

T LY ML B A AT AR DR RE Y

5.1

Words and Phrases You Should Know

Dissotution
Consotidation

Merger

voluntary dissolution
Involuntary dissolution
Bankruptcy

Lugundaton

Discussion and Research Topics

1 Discuss the difference between
consolidation and merger.

2 Havé any of the businesses in your
community fatled recently? 1t so. discuss
some of the reasons you beheve could
have been the cause.

5. What types of occupations would be
represented in business dissotution
procedures?



PART TWO

YOUR STUDENT BUSINESS



INTRODUCTION

You and your classmates areabout to
become part of the American system of
free enterprise, just as other people do
when beginning new businesses. About
one-half milion new business are started
each year in the United States. Some of
these become very successful; others just
struggie aiong. but many fail. What
happens to your student business will
depend on the interest taken in the
endeavor and how hard you and your
classmates are willing to work. Beginning
and operating this business will certainly
be a real learning experience in the free
enterprnise system, hut is also should be a
lot of tun

The attitude taken by both you and
your classmates toward your student
business 1s all important f thougnt of as
just another ¢lass tun by the teacher with
you domng just €nough work toget by yout
husiness s doomed from the start But thus
15 not yust dnuther class. dnd s notrun-by
the tegcher i1 11 operated by you and
your classmiates fUs your class. your
busimes~  And your decisions &nd your
WOk will doetermunae your Suceoess or your
tadree

Ty mveedpn fumvadrce thies SUucdont DUSINESS,
YO Wil e toguired 1o buy astiare of stock
VNG pornaration This makes yotr 3 parnt
awner b e g, Lk il of
cAteer Ao any Wi awn stk an

1R SIS ST MR LA S IR TR TR S 11 A URINF L AP SRVTRAN AR L

St e b ynuranvestment e,

S0 g o et Bosee it o ait ot g

R T A O L P 1 KA RS TR T SRy Yo

[SESTUYES Be XL VRN KOV TSN TRV VRS | SUNN B SR Y ;;r(:-?c? It el

e Y ‘!

e e o L
,"Hu,‘ ¢ o MR i .

0y a,"_a . ‘;‘n

An Overview of the Business

Let us take a quick fook at the entire
business cycle in which you are about to
become involved. Understanding the big
picture often makes details easier to see.

Your business will be of the
corporauon type because of the method
used to meet your capital requirements.
The very first order of business is to select
a name and to establish the corporation.
The board of directors. wili be ail the
students in your class, for you will each
purchase omre share of common stock. This
board of directors must elect the president
and other major officers to supervise and
run the corporation.

Your corporation has been estabhsnhed
to make a profit To do this. it 1s necessary
to manufacture and sell a product
Therefore. a product must pe selected that
cav be manufactured by your
organization It will be necessary to raise
whatever working capital s needed
through the sale of preferred stock in the
cCorporation

As production ¢ taking place on the
products.  an  advertisement  campaign
must be underway to bring the product to
the attention of the public As products are
completed your Sa1es program may begin
At will end o whien all products are soid

Your  corporation will teen b
dissolved Thus process nmvolves seiling ali
unused sSupphes ana matenals. paymn ntt
e Sstockholders ared declanneg oy
cfrvreleendds AL yoOur COorpoOration Mday 1oy,
i TR fagsiness oyl N st

it tend

a1
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. SELECY PRODUCY

LOUIDATION
T
RAISE CAPITAL t-
PRODUCE PRODUCT L .
Vot
- RO ‘-ﬂ |

i

A sFLL PRODUCT
/
< A pintonial overview at a glance

Requirements for Success

For your business to be successful
much has to be done Getting these things
done will requirte cooperation and a
willingness to work on the part of all class
members Cooperation means much more.,
however. than just everybody working
together It involves respect and
accetance of the decisions of others.
dep-nding on others to do certain tasks
assigned. and doing certain jobs assigned
o you. because others will be depending
on yoiur Your student pbusiness cannot he
suceesstul o it s a4 Tone man show
Eve shody muct Conperatee ptohoin and
doy s Shiare

Since this s a business it should be
conducted in a business-like mannaer at anl
Lirmaies oqars piay has no place in the class-
footti ot Shgl dandd o your busineas s con-
bttt corectly vouwon thave time tor it

Aoored b cantion

I DVRFEYS FRTS B Y ST |
T b se Loy oowdy Of Shippeng by
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fimsh within the penod of time assigned for
this activity. Pian a timetable carefully.
stick to it, and make every minute count.

Everybody Is a Worker

No real business can operate if
everybody is a chief and there are no
braves. Certainly leaders are needed. but
there must also be workers to do the work.
Your student business will need leaders to
accept responsibilities. make de~isions,
plan and organize the work, and issue

This won't get the job done Everybody
must do their share of the work

orders. But when there 1s work to be done.
whether 1n  connection with  manu-
tactuning the products or selling them,
everybody in the organization becomes a
worker  The vice president of production
May tssue the order to hegin
manufactunng but Jhen he should take
s place on the production hne hike
overybody  else The vice president of
sales may plan the sales program. hut he
becomes just another salesman ke all
Ottt comembers of the cidss Remembyer
youcantrunamandactunng eurnorationr
withinongt workars,
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Role of the Teacher-Advisor

The business 1s operated by the
students with the teacher serving in the
capacity of an adgwvisor, He s, theretore,
referred to as the teacher-advisor

Although  student; do run  the
business. it mustbe reaiized that it will take
some time. usually a week or two. before
the busiess is established and major
othicers are elected Untit this time the
teacher-advisor wilt conduct the class with
the mtention of getting the business
formedt 4s quickly as possible Then it will
be truly student operated

An onentatisn o the Froe Entorprise
Systernomgst he ven the by by the

?h.'*( LAY .'*.". R

Trarepane sty that your et tuer
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Paie ghorne gy responsibile fo the schiool
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teacher-advisor must be strictly followed
His pernussion must be obtained betore
using any equipment 1n the shop.

Yout teaher-advisor may not have the
answers  to all ot your questions o1
soluttons to all problems that might anse
But remember. he has some answets and
some solttions. He has been through thus
student  business  before with  other
classes He has learned some of the pitfalts
to avord and some solutions to problems
that worked well before Seek his help and
advice |

How the Business Operates

Your studer. business, ke anv real
bustness, must operate in amannet thatis !
etficient it itis goingtc make aprofit There
are just too many things to do, and too httie
time i winch to do them to atlow the entire
class to work together accomplistung one
thing at atime A system s needed that will
allow just about everything that has to be
vone, to get underway and take place at
thesame time The solution, of course, isto
divide  the class into ditfeient depart
ments givieg each dehimte respon bl
bes and assignments Thisas oxactly hiow
redtl business operates. Each department
wilt he headed by a vice president who
together with tus statt must ind solutions
to problems that anse m connection with
accomphshing therr assignments B
sOme way the work of the vanious depant
rments mast be coordiated That i the oty
ol the presutent of the caorporstion e
et meechs o with theo work Do dateein
e vatiours dopartments and e teandy e
Dre avrcder et b ot e poecde o

Responsibility to Get the Job vone

Pricgty thes systean o departognt,
Sottanr thee cstpotatesn respotniaitebty b
ettt werth cdoatee v ey foeeed Beece,
et b fepnaae bl Bod ceertipin Wkt 8
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When work s not done it 1s the {ault of the
department head. eyen though some of tus
workers may be directly to blame because
ot their horseplay. 'absence. or
uneoncerned attitude. That department
nead should have corrected the situation
betore 1t affected the work within his
department

Everybody in
responsible

the corporation s
to someone Workers ate

.
t 4

tesponsible to their department heads.
{ They can be responsible to section heads
if the department is very large. therefore
requiring subdivision into sections.) The
department heads. who will bé vice
presidents in your student business, are
responsible to the president of the
corporation. Even the president has
someone to answer to: he is reponsible to
the board of directors of the corporation.

f 4
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ORGANIZING YOUR

Your student business. like any real
business. nevds organization Thie fact that
vverybody s enthused excited, and will-
g to pitchintoq corporation going
medans that you are « (0 d good start. But
this s not enough Just how are jobs qo-
g to He assigned? A few points to con-
Sicder A

Whio will design the stock certificates?

Who will do the marketing, research
necessary for the correct selection of the
prrovduct?

Who will prepare the drawings of the
product?

~

Who will purchase the pamnt needed to
tusn the product?

Whior will qet permission to set up a
oS Dooth e the snoppirs ; mall?

Thesseare qust a sample of  the
anteeds o gqusstions that must be
Arswerred dunng the time that your student
Dusiness as operating . Sometimes af you
Vit anti the (questico o problem comes
e proveding the danswer or solution may
Takermaore time than you can atford Whatss
reaily needed s a systom that will provide
st of the answers and solutions before
e guestions o problems aven anse: You
Gty P Sach o systioem e bosone s -
ot rend Cornectly

Design'ng an Organization

oW akaghiee Groganazabion tor g
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STUDENT BUSINESS

Guest speakers are a big help n solving
probliems facing your student corpora-
tion

sugaests the need ‘or two departments
production and sales Each of these
departments will have the responsibihity of
planming thewr work and carrying o out
Ttus means - the production depirt-
ment, producing all of the produ s, and
for the sales department, seling these
products These will be the two most
important departments 1n the organi-
zation. because how wellthey do then 1obs
wilt determine the success or faiture of the
BLSINESS d

Bicanse these departmeents e o
rapeortant wometb g must be done 4
ook thetne s ofiGrent as possibie Ting

Aot by trecag them of all tashs nt

Sty iy praduaction orsaies The
Coonde e ageprartiment porhicubinly ool
St e e e timendt et gy
oalergla andg supphes with whinets 1y (30
Vet itk tact department  coald
Pty dnpchase these matenats and
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supplies by themselves, but the paper work
and bookkeeping invoived takes them
away fro n their main jobs of producing or
seiling. So your student business. like all
real busimesses. needs purchiasing
department This department's
responsibiily will be to puichase all
matenials and supphes and make them
available to the various departments as
they are needed

Both the production and salrs do-
partments must be staffed with people to
dothe work This involves recruiting. inter-
viewing SCreening.  selecting. and
tnducting workers for the organization, not
to mention the paper work and record
heeping invoivedt Once again. perhaps
production and sales could handle this
themselves. but 1t takes them away from
ther main responsibiities. A personne!
department tneretfore, should be included
N the organization Thea man responsi-
Dility will bee toy provide the workers o1 the
vanous departments as they are needoed

Other departments (at wili be noeded
nclude enganeenng. marketing resexrch,
pushe reiations  and advertisement  In
LN case these departments will have
responsibilities for certain assignments.

thesefare “rotnaving the producthon and
sodless deprartonents from donng e
Each of the vaiious  departments

Attan tne crorpornation should be headded
hy a4 ace president He should have a
pevnanent staft consisting of two to five
peaptetonedp plan and conduct the duties
Sttt departmeent These numbers may
"t ) be adjusted o Gt Cass enroll-
tneerit ) however  will
saaftvetitness gt e o of the ety
Sl e e partments are prodod on
[Yigr 00y thie it
G U LRy e e gt el ey e

Twer departmeants,

AT i tigaal Liovges

bier ! P ke Dty o,y G
/IR L TR L A R TRT RO B N PR Lo R A
ETANEN I Jooerrve gty NTERTH TR o
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Work Must Be Planned

Always remember the reasons for
torming departments within the organi-
zation. It increases efticiency by letting
people specialize in certain areas of work.,
it fixes responsibilities for getting things
done. and it aiso allows all of the work to
getunderway atthe same time. The fatteris
possible only if ali of the departments fulfill
their responsibilities. If a department does
not do its wark corractly, 11 couid delay the
work of other departments. Each depart-
ment. therefore. must know exactly what it
IS supposed to do and carefully plan its
work so that it will be completed

Specific instructions for each
department will be given later. pbut there
are some general areas of planning that
apply to all departments ’

Some jobs can best be accomplished
by all members of the department working

Small group discussions can be used to
s0ive prohlams

together Other robs may be done pest o
thicy e assigned 1o nne or two membuere
i i Hucx,‘guﬂuw, cd e
ASUS R RINTE IEFLTRTE B 1 0 FR 1 RTRSTS IR E AL WL PR T

department

Prioamnmneg an o Casee gy ol e

Cohicerhirng thie dleepgrtne il e singie
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sections to allow for more efficient work.
For example, the production department

may be divided into a manufacturing |

section  an  assembly  section and a/
finishing section. Where this s done,

section heads should be appointed and -
placed in charge to supervise the workers

assigned to the sections.

Careful plarnning includes thinking
about problems that might anse and
working out solutions to these probiems in
advance in case they do happen.

A good planning device s o set
complietion dates (also called target dates)
for jobs within the department {n this way
you set certain goals and then try to have
the work fintshed by those dates
Completion dates are very important when
thes work  being done  affects  other
departments It provides a system by
wiuch other departmenis can check to see
it you are plarming your work to fit into
inetr schedules

Planming  should include making
"alternate plans It's always best to have 3
second method worked out and ready i
for some ieason the first method can't be
ased you can use the alternate plan
witnout causing any deiays
Finnally tonsure that ine work of the
carporation runs smoothly, nlans must be
mirtee to enable the vice Jresidents to
rnow - exactly what  progress  their
ndividual departments are maki-g This
may  require sume type of reporting
system The vice presidonts wll need thus
formition when altending meetings and
PTG SESSTONS Sty T presydent O .

AR SI0T I ARENI A
Eilection of Officers
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leadership. Without leadership nothing
seems to get done. With proper leader-
ship. however, reaching your objectives
will be mucheasier. The officers elected by
you and your classmates will provide the
leadership required to make your busi-
ness successful.

Your student business wiil need six
elected officers. These will be the
president, corporate secretary, treasurer,
vice president of manufacturing, vice
president of sales, and vice president of
personnel. There will aiso be a need for
other key personnel to serve as depart-
ment heads and managers. But these
positions can be appointed later as the
need arises.

Electing the right people to fill these
positions s extremely important to the
success of your business. By no means
shoutd the election be considered a
populianty contest. Your teach: --advisor
will appoint three students tu serve as
members of a nominating committee. itis
the duty of this committee to carefully
consider all members of the class in 'ight of
their abilities, attitudes, interests. and
enthusiasm. They should nominate the
best qualified stu.dents for these offices. At

RIS FFT R IO I

VLSRRI ) SR

. ;.,. :, -.’ . te 1] '.._ l_, .. L] L]
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Treasurer

a board ol directors meeting the
nominating committee will present therr
nominations QCOther students can be
nominated from the fioor After the nomi-
nations have been closed the class will
vote and the elected ofticers will be
anrnounced

The duties of the elected officers are
das foliows

President

The president pre-
sides at att company

PR and board of dnec-
H tors  mmeetings He
5“.&‘-'—‘« ;«_\/ will with the assist:
A ance  and  recoms-

SR mendations ot the

A . b vice  president  of
personnel. appoint ali department heads
and managers. He will, with the assistance
ot ihe teacher-advisor, plan and schedule

all cperations of the corporation

The president has the responsibility
tor the overall supervision of ait actions of
the company He must be aware and check
re:qularly on the work of the other officers
of the company He has the power to sign
checks and other leqal documents of the
Cormpany

Curpurate Secretary

The corporate

PR secretaty wili insure
A I P notice of all stock-
holders meetings.

take: minutes at all
mectings. and main-
A“ . tiun anup-to-date hst
‘ \ o of all stockholders
booo 0D carry on it Ccompany Corespaon-

e corpatile secretdry s e s,
toeran b Company DAapers oo 1, e
T L P A G EPTERIE BT X LY AR |

M i

] 1 . T [ T
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The treasurer will
be responsible for
maintaining the
checking  account
and handiing all
company monies. He
must keep the
company's financial
records accurate and up-to-date and be
prepared at all meetings to give financial
reports.

The treasurer has the power to write
and sign checks.

Vice President of Manufactuning

4 The vice president
% of  manufactunng.
'y withthe assistance of
the teacher-advisor.
must plan all aspects
ot the production

"(;}.\_‘—" lz'r. ,  program. He must set
' Y% ¢ i  up the produchon

fine and s responsible for efficiency.
gquaht and safety He must requisition all
tools and matenials needed for production
His duties imclude assigmng. tranming. and
supervising all preduction workers

He may appomt a safety director. a
research and development managetr  a
auality contvol manage: and apurchasimny
manAqer 1o assume certam spoecifie e
sponsibilities pertaining to production

Vice Prespdont of Siales

The vice president
of sates. with the
assistance  andg ad-
vice of the teacher-
advisur. plans  and
SUPEIVILEeS s Sddve
tising and sales pro
gtrdam fore Thig
company  Heoas the ctuef sales ofticer 1o
Yoth conproraion stock dand the (oo pany
bt He s responsitile for T b
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members 1n good sales techniques. as well
as developing " and promoting sales
“wfcentives He maintains  sales  and
commission records and mmust be prepated
- 10 give sales reports at all. meetings He s
responsible tor requisitioning allt matenals
and supphes needed 1in connnection with
advertising and sales

He may appoint an advertising
mandger and a sales promotion manager
to assume certain spectfic responsibilities.

The wice president of sales will take
charge oi the company in the absence of
the president ‘

Vice Prosigent of Personnel

1 The vice president
of personnel has the
responstbility  for

. keeping  complete

information  on  all

members and should

. tecommend to the

“ president and other

otficers those members best gualified (o

AS  repartment heads amnd othey

Assignmients e 15 charged with the

.wsuﬁn's;hmty of recording attendance at

Al meetings andd dunng production e

fiqures the payroll and sabmuts this mtor-

mateon to the treasuret at the end of cach

.!;.\."HAHM'YQ pennd  He must check on

absentees trying at all trmes 1o keep 1007

Ctenddanes oo the part of glt members

Nesfyes

bee ity (iygwuﬂt At ke apabib
1 TRt A AN awards
{7y QNS U ot e ‘,gu‘('IfH.
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consult the personnel vice preswient for
his recommendations concerning the best
qualfied individuals fo fill  vanous
posthions He may wishto iiterview certan
members before making such recommen-
dations. Thisinformation s then puassed on
to the president who; will make the
appcintment

Although these positions ate very
important. they need not be filled untyl

“there s a detinite need You may find yout

company n the position of having all
‘chiefs and no braves” with no one left {o
do the work

The duties of the vanous depattiment
heads who may be needed in conducting
your business are as follows

SAFETY DIRECTIOR. The main
responsibility of this important assignment
15 tomamntamn an accrdent-free atmosphere
during production. The safely duector
must be constantly alert to locate hazards
or unsafe acts which could result in an
accident. He should check all tools and
machines prior 10 ther use 1o he sure they
arein good condition He should be on the
atert 1o spot any unsale work habits o1
conditions

The safety director works closely with
ther  manufacturnng  vice president  n
training workers 0 the proper use ot tools
and machines to  bhe  ased  duning
production He should feel free 1o call on
the  teacher-advisor 1o assest the
«hnunation of any horseplay becinse
s s one of the poncipal causes aof
Aoty

'

PUROGHASING MANAGEK T

privrc g aneg Mandgqge: prtChas
mgtenigis and supphies nownded o canry o
e watk prodachion addyett e e
vl atiess M ke b e gt
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PUBLIC RELATIONS MANAGER: The
main purpose of the public relations
manager 1s to handie ail public relations
work for the company He also assists with
the preparation of the annual teport ;

ADVERTISEMENT MANAGER. Working;
closely with the sales vice president. he,

will be responsible for advertisement and \

promotion of the company product.

AWARDS - MANAGER The awards
nanager will be responsible for
developing an awards incentive program
for ather production, or sales . or both Al
recommendations  concerning  awards
must be presented to the board of directors
for approval

" RESEARCH AND DEVELOPMENT

MANAGER This individual will head a
comnutlee  charged with selecting a

x
1
\.

product 'o pe produced by the company.

These recommendations are presented to
the hodard of directons tor approvald

QUALITY CONTROL MANAGER This
person as responsible duning production
five maint.uming  established  quality
procedures to mmsure high standards of
workmdanstup  at all times. resulting in
Aceoptable finshed products

SALES MANAGER The sales manages
wiil o dssest the sales vice prasigdent by
idevelopimg sales promotion and will asssst
wth the traimurneg of il sates personnel.

TIME KEEPER The ume keeper will be
tespansinle for keeping an accoant of G
wirthed by gl members dunng production

Selecting Company Name

Yoyar tadent company ke all buss
NS il rend o ngme Tms name st
appeear O e Stock certificates and sales
eecrafds and ot waill aiso be neededd whisan
charnagg o chueoring account ot the bank

Company names often are indicative
of the type of product or service in which
they deal. Some include the name of the
founder or owner .

The name of your company .nught
include the name of the school, the school
mascot. school colors, or some indication
of the product to be made. Examples of
such company names might be:

Blue and Gray Novelties

Maroon and White Products
am e

Yellow Jacket Lamps
Bulldog Ashtrays
Starkwille High Spice Racks

. Since y(;ur company will pot actually
apply for a charter of incorporation from
the Secretary of State, you shoulg not use
the words corporation, incorporated,
hpmed. or Inc in the company name:

Selecting the company name can be
done by the commttee method. small
giGup method. or by the entue class
Hc‘eymdiess of the method used. try to
chgqose three or for possible names

. These should be presented to the entire

cliass and a voté should be taken to select
the company name

~ Raising Capital to Get Started

Your company will need mopey in -
order to purchase the matepafs and
supphes needed to produce a product
Salanes will have to be paid to the workers.
commussesns must be pard to the salesimen
111 small amount of money wili be

1 buy sales recerpts and record
iy books With the exception of the
ses comnussion. atl of these expenses
will take place before vou can depend on
meome from sales to help pay the ills
wWhat your company needs 1S working
capital  money that will allow you to meet
vpenses gnhl recopts Geonn foe oot
frope i aales,

4s



The best way for your company to
‘raise the needed working capital 1s to seli
stock . just like all corporations do to raise
money When stock in acorporation is sold
it represents ownership in the company.
-Therefore. the people that purchase the

-stocks will actually be buying a part of the

business.
A _ _
All of the members of the class should
be required to purchase one share of stock

which will make them part owners of the

company It the stock s priced at $1.00 per
share and there are 24 students in the
class. yout corporation will begin with
8§24 00 10 1ts treasury and each stockholder
‘owns 1 24 of the business. This may or
may not be enough working capital for the
corporation. but gon’t worry about that

' .NOW :

Let us stop for 3 minute and consider
just what you have done You are now a
part owner o1 a business. havingone share
of stock for which you paid $1.00. At the
end of a given penod of time that business
wiil be dissolved (ended). and one of three
things will happen to your $1 00 First. you
could get your $1 00 back Seconrdiy. you
may lose part or all of your $1.00. Or
thirdly . you may get your $1.00 back plus a
moce profit . With the proper interest,
cooperatwn and nard work. you'll get the
£$100 back plus interest Even more
importanttHan the money . however. will be
the learming experience Your will not only
be: leiarning about the American system af
freenterpnise. you will become a part of it

Once the product to be o anufactured
nas been selected and exponse needs
determined., 1tis ime to decide f additional
capital will be required. This t1s an easy
decisicn to make At present the only
money in the corporation account 1s from
the: sale of common stock $100
muitipted by the number of students inthe
class If that s enough to buy the supplies
and maternals needed to begin production,
you wiil not need extra rapital Most hikely,
Nowsyer, this 18 not erough money,

101
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therefore. you will need to raise additional
capital to meet the expenses invoived in
production.

Assuming that more capita! s
required, the beoard of directors must
authorize the sale cf preferred stock. This
is the means by which any additional
capital needed by the corporation is
raised. The estimate of how much money is
needed shouid be as accurate as possibie
because it will determine how many shares
of preferred stock are sold at $§1 00 per
~hare. You must raise the capital that you
need. but you do not want to sell more
shares of preferred stock than is neces-
sary Since the pireferred stockhoiders will
share in whatever profits are made by the
corporation, there is no need to divide the
profits any more than i1s necessary.

Two types of stock have been
mentioned. it. 1s important that you
understar 1 exactly the difference between
these two * .. s of stock.

Common Stock

This type of stock carries voting
privileges and shouid be sold only to
members of the class. It should be limited
to only one share per class member to
insure that every class member hus an
equal voice in the affairs of the ccrpo-
ration. As the only voting members of the
corporation, the students inthe class make
up the board of directors and will make all
decisions affecting the corporation.

Preferrea Stock

This type of stock does not carry
voting privileges. it can be soid to anyone
willing to investin the business. The sale of
preferred stock will be your primary source
of raising capital once a proauc! has peen
selected and cost requirement fiqures
determined. Preferred stock ha the
advantage of being paid off first wh- n the
corporation 1s gissolved Prefer-ec stock
also shares equally in all dnidends
resulting frorf profits earned

o



Opening a Checking Account

Your student corpotration should open
a checking account with a4ocat bank. This
1S not only for the protection of the corpo-
ration’'s funds..but it s the businesshike
method of handling money. By having
such an account. it will be posstble to make
all payments by check. As a check is
written the check number, date. the person
or company to whom the check is made
payable, and the amount of the check are
recorded in the checkbook. At the end of
the month the bank will maid your bank
statement and canceiled checks. these
serve as receipt of payment The checking
account and this method of making
payments will rnake the job of the
corporation treasurer much simpler.

Avoid leaving money in the classroom
overnight. As money is turned in from the

sale of stocks or products. it should be

deposited in the bank. if it 15 not possibleto
make the deposit immediately. perhaps the
-~ money could be given to the schoo!
secretary for safekeeping Most schools
have a vault in which t¢ lock money and
other valuables As soon as possible
however, the money should be deposited
in the checking account

Any employee at the bank w:ll be glad
10 explain how to open a checking
account. prepare deposit shps, write
checks, record written checks. and
balance the bank book When gpening a
checking account. a deposit is made and a
signature card i1s signed. in most student
corporations the treasurer and the
teacher-advisor must sign all checks
written against the account Iif this is the
case 1n your corporation. both of these
persons will have to sign the signature
card when opening the checking account

Most banks provide free personalized
checks which have the name and address
of the company printed on them. Banks
usually have a monthly service charge of
32 00 Some:. however. do not have

monthly service charges. but instead
charge $ 10 for each check written. Which
type of charge will be best will. of course,
depend onthe number of checks that you
plan to write. Your banker will explain
these charges and suggest which method
would be best for your student
corporation. Regardless of the method
selected. it must be remembered that this
bank service charge is an expense of doing
business. Just like materials., wages. and
commissions, the bank service charge
shouid be -considered an expense and
taken into account when figuring the price
to chargefor the products you produce. All
expenses mus! be passed on to the
customer.

Wages, Salaries. and Commissions

A large part of the expense involved in
doing business goes to compensate (pay)
the people who work tor the company.
Even though all of you are owners ot the
business because you own stock in the
company, you also are doing the work,
therefore. you shouid expect to be paid for
your efforts. This adds realism to your
student operated business.

Besides adding realism to the
business, there is another reason why
those who do the work should be paid for
their efforts. Remember, there are two
kinds of stockholders — common and
preferred. Both share equally in whatever
dividends are earned as a result of the
profits made. Paying wages, salaries, and
commissions will, of course, reduce the
amount of profits. However, all the work
will be done by the common stockholders;

" therefore. paying them for their efforts is

justified.
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The hoard of diectors must decide the
amount to be paid for wages salanes. and
COMNMISSIONS In determining these
amounts several factors should be kept in
mind These are

1 Everything 1n  your student
operated business i1s scaled . own, there-
fore. the amount paid wiit only be afraction
of what wou!d normally be paid in a real
bustness for doing similar wo'k.

2 Wages and salaries should be paid
only dunng the time of actual production

- nEt the entire time that your corporation
1S i existence,

3 There 1s n0 money to pay wages.
salaries  and commissions unless it 1s
earned by operating a successful business
and making profits from the sales of
products

4 The board of ditectors may find it
necessary to adjust wages. salanes. and
commissions  etther up or down.
depending on the outcome of the
business

SUGGESTED AMOUNTS

As has been mentioned. the board of
directors of the company must decide the
amounts to be paid for wages. salaries. and
commissions. Presenled here are
suggested amounts for consideration.
nowever, they may need {o be changed to
me¢:t your situation

wages

Hourly production workerg should be
paid $ 20 per hour (class period). Working
one hour per day, five days per week. the
weekly wage (without absences) would
amount to $100
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Salaues

POSITION PER WEEK
President ....... ... ...... ..... $2.00
Corporate Secretary ..... ... ... $175
Treasurer .............. ... ... $1.75
Vice President of Sales ......... $1.75

Vice President of Manutfacturing . $1.75
Vice President of Personnel ... .. $1.75
Safety Director ............. ... $1.50
Purchasing Manager ......... $1.50
Public Relations Manager = $125
Advertisement Manager ......... $1.25
Awards Manager ............... $125
Research & Dev. Manager .. ... .. §1.25
Quality Control Manager ........ $125
Sales Manager ................. $1.25
Time Keeper ................... $1.25

(Salaned personnel should be paid
more because of their extra assignments
and responsibiities They are. however.,
expected to help with production as much
as possible.)

Commissions:

All  members of the company.
including the officers. will participate in
the sales program. A commission of 10
percent should be considered on all retail
sales. Where products are sold wholesale
(less than retail price) the commission
should be reduced.



SELECTING A PRODUCT TO PRODUCE

H your company s going to make
money. 11wl be necessary to manutacture
and sell a product at a prohit. (Profit  the
money ieft over from a sale after all cost or
expense  of maaufacturning and  distri-
buting the produ- " has been subtracted )

The product selected to be manu-
factured and sold by the company must be
presented and approved by the board of
directors Before a presentation can be
made to the board. nowever. much
thought research. planning. and hard
work will go into the selection of this
product The production vice president
may provide the leadership m  this
selection. or he may ask tnat a research
and design manager be appointed to
undertake this assignment if a research
and design marager 1s appomnted. he in
turn may wish to form a commuittee 1o work
on this assignment. or he may prefer to
. work with the entire class Regardiess of
the method chosen, he should begin by
giving the group an orlentation to help get

the: sedection process otf to a good start
Hero are some thoughts he should use i
s onentation  These are ke special
roted roles  ogthimning how the ganmee
shonld e playedin your student operated

HusinNgess

Factors to Consider Before
Selecting a Product

Equipment Availabie

Many corporations could, f they
wanted to do so. manufacture many
aifterent types of products Most of them,
nowsver  have foand it adwvisable o
sjreeCadin Ze: WItH Oty one ot two pProducts
There are many reasons for this. one ot

which would be the equipment (machines
and tools) available with which to work
Deciding to produce a new line may
requirte an anvestment of thousands of
dotfiars for new machinety before
operations can begin

This is a factor that your corporation
must consider. {s the faboiatory in which
your manufacturing will take place eguip-
ped primanly for woodworking? it so.
it would be to your advantage to consider
producing a product made basically from
wood so as to use theegqupment already in
the laboratory. Remember the definition of
profit  Profitis the money left over aher all
expenses have been subtracted. A good
rute to follow in all business endeavors s 1o
keep your expenses down 1o a nunnmum
Thetefore,  consider  carefully  betore
selecting a product which will requirc the
purchasing of new or additional equp-
ment 1f at alt possible use what you have

Space Avan!abte

Have you heard the story of the man
who buiit a boat in his basement? He spent
svery weekend during the fall and winter
hutiding the hoat so that it would be ready
‘or fishing :n the summer. Afterinvesting a

‘fot of ime and mcney the proud builder

called in some friends to show off his craft-
manship. He was beaming with pnide untif
someone asked how was he going to get
the boat out of the basement. There was no

~way! In his desire to have aboat andin his

enthusiasm to build it. he had absent-
mindedly overlooked the necessity of
geetting the boat out of the baserent aftes
completion
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A ttle thought before s* irting would have
Prevented tHtus problem

Your corporation may not face this
same nroblem. but just thunk for a moment
about size and space Pictute inyour mind
4 book case ot an end table Neither
progect s as targe as our friend's boat, but
suppose you select one of thes.. as the
product  you intend  to  manufactuse
Multiply this size by 10, 20 30, or whatever
numbar yorr expect 1o prodoace and
possibly they will requite more work space
than you have Hemember that ovir:
crowded working conditions create a real
safety Nazard You will necedroominwhiach
to work

Something else to consider will be the
oirier Glasses thdl use the same [aboratory
duning other periods of the day They also
fresend room i whiiCh 1o work SO ttis may
necessitate 3 product smatlt enough 1o be
put awdy after eqch penod How much
P ko d St Spaiee

H

1S davotthabybe i e

bttty

Pernps there are other thangs along
this same hine to censwder. due to certam
conrhitans or mitations within the area in
Htuch the work will be performed One
trang s tor certain though tis a lot easier
to consifer thesae problems now than to
et have to stop production while

someone attempts to hind solutions 1o size
and space problems Besides. if you wait
until later, it may cost money

Tune Requuted

Time s a factor wihich miast be con-
sidered immodiately because 1t may place
some severe restrictions on the product
that your corporation will manutacture
Basically the overall pian 1s to produce,
soll, and lupuitdate the corporation. Pay at-
tention to the last item. because that s
whoen you will get back the money you pand
for your stock. plus any dividends that may
have been earned

Most corporations keep producing
and distnibuting. hoping that it will not
become necessary to hqudate. Heremn lies
one of the real big differences between a
redl corporation and the one that you have
tormed You must hquidate and it must be
done by the time the school yedr 1s overt (o
perhaps before the schoot year is over if
youtinstructor has allocated a cottan time
fomd for thus umit)

Considenng ths factor, the product to
bhe manufactured must be one that cin be

With proper planming you wilt oot fingdg
yoursetfinttus fix atthedastday uf schnoo,

100



BEST COPY AVAILABLE

completed  withun the  hime trmits
established Don t bite oft more than you
can chew

Price

it 15 recommended that the product
selected be one that would sellinthe §1 00
to $6 00 price range. Most tems selling for
less than $100 would probably be so
simple that no real production would be
involved Those pniced mgher than $6 OU
rught  present some  selling  problems
which your mnexpenenced sales personned
coglt not nandie

Sources lor ideas

Working witnin  the  ground rules
ostablished above, you shguld be ready 1o
heqin the process of deciding on the
productwhichvour corporation withmanu-
facture There are no set rules to tollow in
s procedure 1t can be accomphshied n
MdAny  wWays
eedd howevet  the desoed end result
snould always be kept in mindg  That end
resiflt s the sebection f g product o mana-
facture  Tnad product muast he one INAat
yOur Corpotahion s Capdbie uf producing
At Selhngg dand it aiso s desirable tor the
preodict £ ave thes unanimons approval of

Thiee dotiftler LHLESS

300ty Statend one mettrod of sedecting
4 product woild be To Start with many
(dods 1 o trese dowe to atew and
to) setect one This s a stmple process
R e T AN AT LA AN | 1 Wtk

Your freat task 1s 10 get db mmany wdeads
dAs prassibbe Ttas can be accomphshed by
‘N‘.)lk,mf; aonan ndividual basis n smatl
Arosips ot as an entire clitss

At times getting an «deaq on something
£y gey rrgy Seenm ke @ real prroblem Allyou
Hewnd 1oy of NOweyer 510 Open your oyes
How anoat lookag around your home of

T ST ST STUNNY SRR VL LENVETRRS VY SRIEEN it

Alesgs ity TheeSes TWO iy diofue
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Regardiess of the method -

Here s another thought Remember
that your corporationss planning to seli the
product after it s manufactured. That
should give you a clue. Most seliing takes
place in stores. and there are probably at
ieast a dozen stores close to your home or
school All it wouid take 1s a visit 1o a tew
stores and you will see hundreds of «deas.
it would be wise to take along a tablet or
notebook and make a httle sketch of some
of the (tems which ook pronusing Also jot
down the price of the items. as this will be
vatuable information later when you
become  concerned  with marketing
rosearch  Always keep 1in mund those
factors to consider about selecting a.
product These deas must fit into the
condittons under which you must v-ork

Another excellent sources - ! nieas
wotlld be mail-order cataloques « -t as
Sears. Penneys. Montgomery ‘yard,
Spiegel. Western Auto. and others © ese

Mail-order cataloques are a good source
for product «0as

irsources comtain hundreds of ideas
Magazines anc newspapers are also good
sengrors of ideas Also. do not overlook
vour schoot ibrary when tooking torideas
Take a4 ook at some Do-it-Yoursedt”
pooks  They are fodded with adeas
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The ubrary i1s a good source for product
1deas

Brainstorming lechnique

Heres atechnique that will produce a
ot of sdeas in a hurry itis good with small
oriargs groups Appointsomeonetoictas
d recorder to write down the ideas as they
Are proesented (On paper tor smait groups
of on the chalkboard f you are working
with the entire class ) Remember that you
dare st tryvang to get a ot of ideas, so don't

wt

»

« 2

Brainstorming 1s a method that will
produce a tot of wdeas {or products that
sour corporation can manuafacture
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try {0 analyze each dea as 1o its foasibility
for production. Jdust start naming things
which could be praduced. one night aftes
the other. As soon as the recorder has
whitten it down. you are ready for anothe
ided. You will get a ot of bad idoeas bt
these can be discarded {ater

After all sdeas have been exhausted
hopefully. you wilf have gute a long hist
The next step will be to begin nartowing
down tHus st to three Of four ideas that can
be studied more in detail. Many ideds cdn
be quickly disposed of for some of the
following reasons

it will take tco tong to buiid

We do not aave the cquipment to
butld o

L owill take more money than we want
10 invest

To bund 1t will require skitls that our
group does not possess.

It has no practical use

o W

it's oo big.

Pcople wouldnt pay money o it
hecause compames give them away
for advertisement.

~1

Once your class has completed this
process. only a few ideas will remamn
These are called the "good ideas ~ Now
you must find the “best 1dea” from these
remairing few “"good ideas

A gond method of doing this would be
to divide the cilass into small groups
with one group for each good idea Heres
where you will do some detailed study to
deteamine it thedea your group is working
with should become the product to be
manufactured by the company Each
group shouid include. as part of this
detailed study, some basic market
research. Discussing the product idea with
pgrents and friends will give you some
indication as to its sales appeal. Later each
group will qive a detailed report to the
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Paper models help in explaiming a design
idea to the class

entire class on the mernits of the idea they
studied After all groups have reported. the
ideas are discussed and finally one will be
selected. based o1 class vote

it was mentioned that the thnal
selecting of the product must be approved

103 10

The selection of the design idea shouid be
voted on by the board of directors.

hy the board of directors. Because your
class is the board of directors. approval
has just been given Your company now
has a product to manutacture.
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ENGINEERING THE PRODUCT

Ttus asprect of production mictudes

1T Buaddindg the prototypae
< Prepanng working drawings

3 Prepanng parts and matenals hsts

T vice prostent of production s
respraesible foe these assignments and he
tMdyv  with the holp of 4 comnuttee, do the
actual work He could. however, ask the
research and design manager and his staft
.o handle this assignment. Regardless of
who does the work. the first step is to bunid
the prototype.

Building the Prototype
The prototype is the onginal model. a

standard, typical example of the real
product 1 s the same size as the pro-

Prototypes are handmade because no
means for mass production has as y#!
been made

The prototype must be presented to the
board of directors for approval

chiction model and af 1t has any movable
parts. they should work Although
prototypes are sometimes made from
different materials. the main difference
botween the prototype and the pro-
duction model ts the method usedto make
it. The production models will be mass
produced. but this method is only practical
when alarge number of products are to be
produced. The prototype must be custcm-
made since only one will be made.

Working from the sketches made
previously. the prototype s buiit using
whatever tools or machines are required
Yout teacher-advisor will supervise this
wistk losely, being ready to°give any
cstructions on tools. machine:. o1 safety
that are needed All work on the prototype
must be done very accurately, because
will be the standard to fotlow later dunng
mass production
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Preparing Working Drawings

After the prototype has been com:
pletest working drawimgs of s vanous
parts are prepared The dimensions (o1
the drawings dre obtained by earetully
taking measurernients of the prototype if
the parts contain wrregular shapes (shapes
other than squares. rectangles. circles.
etc) patterns will have to be made
Sometmes il s easion o make pattems by
tracing the outhine of the part before the
prototype parts are assembled

In making working drawings ! should
twe remembered that the drawmngs are

Drawings must he made of the praduct
dAnvd fs parts

worthless  unless they dre complete
Drawings must indicate the matenal to be
used as well as the size andg shape of the
object and the location of all holes They
must be fully dimensioned As a test o
dotermmine ot a drawing 15 complete you
might ask yourself.” Does it contain all the
information needed to make the part? i 1
does net you must complete it '

P addchiion Lo the wotkeng deawings of
the parts. a drawing of the assembied
Pttty Shadd RISO by e T woll
show now the vanous parts bt together

Prepaiing Parts and Materials Lists

The research and design manager and
tus staff should prepare a parts kst and a

IR R

Production department gersonnel must
determine the amount of matenats
needed to manufacture the product

maternials ist The parts ist. as the name
unphies. 1s a list of the parts giving the part
nuinber, the patt name. and the number of
that part needed to complete one umt An
example of an entry in the parts hist would
be as follows’

Part No 5---Side ~--2 required

The matenals hst consists of a
completae histing of the materials needed to
huild - *ne unit inthas list you do not use the
finisned size of the part. but rather the size
of matenal needed 10 make the part The
types of materal must also be mentioned

Having a parts list and a matenals hst
will he a qgreat aid in requsittioning
materials needed to begin production
Once the number of units to be produced
has been decided a little multiplication will
determine the amo-nt of maternials needed
to make the total required number of a
particular part. In most cases it would be
wise to increase this figure by 10 per cent
to aliow for waste. training. and re¢jectec
parts
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PRICING THE COMPANY PRODUCT

Price Must Be Competitive

How much money are you planning to
ask for your product? The answer to this
question 1S very ymportant to the success
Qf your business Much thounht and
planning must be done befdre you can
decide on the price to charge {or the items
produced There are two important factors
to keep in mind when pricing the product
These are

1 The sale of products s the
company's only source of income Al
company expenses, such as salanes.
wages. commissions, equipment.
matenials. supphlies. pius whatever profits
are to be made. must be recoveted fromthe
sale of products

2 Prices should be in hing2 with those
af your competition

By doing a little marketing research, it
1S easy to determine what your competition
charges. This 1s done by looking through
maik-order catalogues or visiting stores to
find stmriar products How much do they
ask for the item? Since your product
should be priced about the same. use this
figure as a4 ‘tnal pnce.”

Using this tnial price you can
determine what the mark-up wiil be on
each product The mark-up s the
difference between the cost of producing
and distnibuting the product and the
selling price. For example. if it cost $.60 10
matenals and iabor to make a product that
will be soid for §1.50, and $§ 15 commission
{10%) 1s patd to the salesman. your total
price of producing and distributing the
product 1s $ 75 Subtracting the .$.75 from
the selling price of $1 50. gives 4« mark-up
of $75

1

Does this matk-up mean that your
company will make a profit of $.75 every
time it sells one of its products? No,
because you stilf have some expenses thiit
must be taken into account You spent
money for supplies for office work and
advertisement, a small amount for
equipment. and maybe one or two award
trophies. What you need to know ts the
number of products that must be produced
and sold in order to pay all expenses that
the company has incurred. This number s
calied the break-even point. Let us take a
close ook and see what it involves

Break-Even Point
[ Y

in a business that manufactures and
sells a product, itis importantto know what
the break-even pomnt is. This break-even

Preparing a break-even-chart s a vai-
uahle ad when determining the number
of products to be manufactured

Ob
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point represents the number of products
which must be made and sold in otder 10
break even When a company breaks even,
no money is made and no moncy is lost
Break-even charts are usually made to
determine this information. but they are
aiso helptui because they show how miuch
protit or loss the business has at any
volume of business These chartls are
useful also in determining the voluime of
hlisiness to be obtaned. and at times e
used to help deternune prices

Usimg a small business as an exampie
is hedptud in understanding the value of a
break-even-chart Assume you deoide (o
go 1ntn the photography business Yo
pu-chase a Polarord camera tilms and
Haihoubes and you are gl set Wit frus
equipment and these supiplies you dttend
schaol tunctions (dances sparts ovents
A1c ) and ask poople i they would hke then
orctures taken with thedr datoestor thi pege..
of $100

At this point you mdy have some
questions such as

1 How many pictures will have to be
s0id 1o pav for the equipment?

2 How m'any pictutes will have to te
sold to make a profit of $§25 or §507?

3 What wilt the supplies. titms, and
ttashcubes cost?

We can tind tho apswers to these iies -
tions st we wilt need information on the
cost of the equipment and supphies

Approaimute

Cost
Fixant Ccost

Polatonrd square-shooter camera $19 95

Viarable cost
Color Him (8 exposures) 319
Fiashcubes (pkg of 3-12 tlashes) 89

With the above information. i break-
even chart can be made fromwhich we can
find the answers 1o our questions

BREAK EVEN CHART
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By looking at the break-aven chart. we
se¢e that the break-even point is about 37
pictures At this point you would not have
made any profit. but you would have made
enougk money to pay for the camera.
therefore, you would not have any loss
From this point on. all pictures taken and
sold will bring a profit This profit wiil not
be S1 00 per picture because of the vana-
ble cost of film And Hashcubes which are
involved every time you take 3 pictute
After taking and selting 100 pictures. yous
profit should be about 833 After 200 pic-
tures. the profit would amount to about
$86 :

With this break-even chart you can

.also hgure how much cost 1s involved n

the business. Taking 100 pictures costs
about $63. About $115 s required for
making 200 pictures. Hopefully. with this
example you now understand the break-

" ‘even chart. its real value lies in helping to

determine profits, in determuning cost
requirements. and in setting production
quotes to meet profit expectations

1408
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PURCHASING MATERIALS AND SUPPLIES

Duty of the Purchasing Department

The -main duty of the purchasing
department s to see that all matenais and
supplies needed to operate the corpo-
ration are obtained and delivered to the
vanous -departments within the organi-
“zation. This includes not on.y those
matenials needed in the production of the
company product. but also any office
supphes. packaging matenails. safety
equipment. or supplies required n
connection with sales.

The vice president of purchasing 1s
the head of this departmentand wiii need a
staft of two or three employees.

Making Requisition Forms

Just as in a real business. as the
vanous departments need matenals or
supplies. they will fill out a requisiion form
and submit ¢ to the purchasing
department The fist job for the
purchasing department should be the

designing and duphcating cf requisition’

forms These forms can be designed
and typed onto a ditto or mimeograph
stencil. Your teacher-advisor can arrange
to have them duphlicated in the school
office  About a dozen of the requisition
{orms should be given to each department
head in the corporation At a meeting the
vice president of purchasing should ex-
plain to the other department heads the
use of these forms and how they shouid be
filed out as supplies and materials are
needed

Check Requisition Forms Carefully

As requisitions for matenals and sup-
phes begin to come in to the purchasing

— —— e - RS

department they should be cdarefully
checked to make sure that they are

complete and easy 1o understand As an
exampie. you cannot order “a prece of
wood  for the production department You
will need to know the number of pieces the
kind of wood. and the size given n
thickness x width and x length. This i
formation Should be on the requisttion
form {fthey are foundto be incotrrect send
them back to the department for cotec-
ton .

Requesting Bids

After the requisition s carefuily
checked, the department i1s ready to begin
getting bids (price quotations ) There are
several ways that this can be handled. and
att should work weil. One thing to keep in
nund, however, s that you may have a4

Sometimes bids can be obtamned by
phoning local stores
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certain fiffe in which to liquidate the
corporation. This tactor may necessitate
making all purchases locally because of
the delay required 1h corresponding with
companies some distance away

Bids can be obtained over the phone
or by visiting nearby places of business
which sell the items needed. A few people
could do this job if the number of items
needed i1s small, or if the list contains many
ttems it couid be divided and each member
of the class given certain responsibilities
Regardless of the method used. try {0 get
at keast three hids on each item and write
the prices down so that you can refer to
them iater

Here 1s something to keep in mind.
While you are getting the prices. ask if they
havethe temin stock You cannot afford to
pilace an order at a store and discover that
the items must be ordered. This could
cause quite a delay

it 1s not a bad idea to explain (o the
store owners about your student
corporation Quite often businesses give a
discount to schools when they are
purchasing for educational purposes.
Never forget the defimition of profit. and try
to keep the expenses down to a minimyum

Finding the Best Price

After bids have been obtained on all
items. 11 1s ttme to decide where to buy your
materals and  supphies Make a com-
parison of the prices received on each
item you will accept the lowest bid it s not
necessary to buy everything from one
place Always pick the best price. Once
again. the number of items on the list will
delermine if this comparison is made by a
few people or o the entire class will
participate

This process should result i a
complete isting which will include the
item. the price. and the place at which 1t will
be bonght This e called a purchase order
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The purchase orcer 1s then presented to
the board of directors for their approval.

Purchasing

When approval is given the pur-
chasing can then be done. The items can
either be charged, if the ~:ore will permit
you to do this. or paid for by check. Do not
torget to get an invoice or sales slip. ifthe
sales.person does not give you one be sure
to ask for it. The invoice will be needed
later because all expenditures must be
accounted for in some way. In other words,
if a check is writtento astore inthe amount
of $1.29 for the purchase of a bottie of
white glue, a box of tacks, and a ball of
string. you should have an invoice or sales
slp showing these items and the amount
paid. This is the method used to account
for the money spent by the corporation.

You may wonder why you need the
invoice or sales ship since the purchasing
department can see that you have the glue.
tacks. and string. Possibly by the time the
accounting process takes place these
tems will have been used in the manu-
facturing process. Therefore. keep all
invoices and sales slips.

if you purchase something for the
corporation and are given a sales slip, take
a pencil and write the description of each
item next to the price. Do not say {o
yourself, “I'll doit next week.” By then you -
may have forgotten what each price was
for Remember that this sales ship 1s
needed to account for the money spent.

Checking in Materials

As matenals and supplies are
delivered or brought in they should be
carefully checked for damages. The
invoice sent with the deiivery or the sales
sip should be checked against the
purchase order to see that it is correct. it
any items are missing. an attempt should
be made immediately to discover the
cause
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As purchased materials are received they
should be inspected to see that the order
is correct and not damaged o

After the purchasing department has
checked in the matenals or supphies. they
are given to someone in the department
that placed the requisition. That person
should be asked to sign the invoice as
proof that it has been received by the
department.

Accounting Procedures

The accounting procedures of the
purchasing department shouild consistofa
record keeping system of two types

-

The first type should be an itemized
lristing of ali purchases. This would include
the date of the purchase, the description of
the item purchased, the place where it was
purchased, and the price paid.

Secondly, all records shouid be kept
that deal with every transaction. For
example, if $.59 was spent for a bottle of

glue, you should have the foliowing
records.

1. A requisition from the department
requesting the bottle of glue.

2. A purchase order for the bottle of
glue. '

3. An invoice or sales slip showing that
the bottie of glue was purchased.

Other items may, of cotrse, appear on
these requisitions, purchase orders. and
mvoices if many items were bought and
received at the same time.

Summary

The purchasing department has the
responsibility of buying all supplies and
materials needed in the organization. As
they receive requisitions from the various
departments, the requisitions are checked
and bids are taken from three or more
suppliers. By carefully examining all bids
the best price is found and the purchase
order is prepared. The items can then be
purchased. When the purchased items are
received they are checked and givento the

department which placed the requisition.

- 111 79
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PLANNING FOR PRODUCTION

Let us review the progress made
toward getting nto production Your
‘company has selected the product that it
plans to produce and the prototype has
been built Working drawings. parts and
matenals hsts have been completed.
Requisitions for mater:als have been sent
to the purchasing manager. Although you
may think you have nothing left to do unti
the matenals arrive. you are mistaken. This
's a very cnitical time. for what 1s done now
could well determine the success or failure
of the entire business endeavor. Now is the
time to get into the planning aspect of
production There (s a lot to be done.

Ite.ns to consider during this pianning
stage include.

1 Storage of maternidls
Operation analysis
Setting up production fine

2
3
4 Assigning and training the work force
5

Quality control

Toal run

The vice president of production must
provide leadership in this planning. He
may. however, assign gertain members to
take over spectfic responsibilities

-Storage of Materials

Do not wait until purchased materials
are delivered to begin making ptans for
storage. Although it is ideal to store raw
matenals close to the area where the first
gperation on the product will be per-
tormed and to store completed products
cinee b thee area from which they leaye the
plant. thys may not be possible in your

wh
~
.
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schoo! laboratory. Your tcacher-advisor
will assign a storage area in or near the
laboratory. All "gaterials should be
carefully checked when received to be
sure they are as ordered and not damaged.
The materials can then be stored until
needed. Be sure to store the matenals in
the order in which they will be used.

As other classes may use the same
laboratory dunng the day. it will be
necessary to take out and put up materials
each work day. In preparing a work
scl-edute, take this fact into consideration.

Operation Analysis

Exactly what work has to be done on
the raw materials to change it into finished
parts and then assembile these parts into a
completed pro;‘ect? Answering this

The prototype s studied to determine the
operations required n s production.
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question invotves operation analysis and
~requires a careful study of the prototype

and the working drawings' of the various
parts Each part is analyzed to learn what
aperations are jequited A wooden part.
for example. may have to be cut twice.
pianed on two edges. two holes dnlied. and
then sanded. A peg may be cut to length
from a dowel rod and then sanded on both
ends. Once ot s learned what operations
must be performed, you can then decide

~which tools and machines will be used to
do these operations. Jigs or fixtures may -

have to bhe designed for some of the
machines

Jigs and fixtures must be properly
designed 10 order to make production
more etficient

The prototype and assembly drawings
also; must be analyzed to learn how the
parts should be put together Such
mformation will be valisable when setting
up the assembly hine.

Members who helped build the proto-
typesshould be of great assistance when
undertaking the operation anaiysis As
thase people have already periormed the
operrations when they buiit the model. they

stiould remember many of the operations -

ard have an anderstanding of what s
involved in each.

.For each part (parts should be thought
of as finished products) a plan of proce-
dure should be made listing the various
steps (operations) that must be done inits
construction. For example. a plan of pro-

~cedure for a part may ltook ke the follow-

ing:

PLAN OF PROCEDURE
PARTNO 2 SIDE NO REQ 2
MATERIAL 3/4" White Pine
STEPS

Cut to width (67)
Cut to tength (18™)
Trace pattern

Cut out design
Drill pilot holes (4)
Sand smooth
Apply finish

NOWGAEWN -

This plan of procedure does not
mention the tools or machines used in
performing the operations. Actually. each
operation couldbedone in2or3ways The
first two operations, for example. couid be
done using a table saw. a portable hand
electnic circutar saw, or hand saws The
best toois and machines {0 use will be
determined in tha next aspect of planning
for production.

Setting Up Production Line

You must first decide what equipment
will be involved in - setting up the
production line. The plan of procedure for
the various parts should be studied to find
out which operations must be performed.
The method for performing these opera-
tions. hand tools or machines. must now
he decided. Of course. if the laboratory is
not equipped with the machines requinred.
or f they cannot be used for some reason.
hand toois wiil have {10 be used.

Ronte the work to the various
machines or work stations in the same
order as the pian of procedure indicated.
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Routing of wiork must be awedt planned
betore the production hne s set up

As one operation s completed. the work s
routed to the next machine or work station
whére the ‘second operation will be
performed A routing chart or flow chart
should be made to show how the work in
process will move through the compiete
production cycle All of the routing should
tre planned on the How chart 1t s a 1ot
‘easier to work out things on paper than to
move heavy machines and work tables.
anly o have o maoyse them aagam Do not
move anything unless it 1s worked out' on
the flow chart Actually you may be hmited
by what can be moved f some machines
are anchored to the floor ot other classes
use the faboratory Aiways get your
teacher-advisor's PErMISSION before
moving equupment

Assembihing the parts ainto the itashed
peoduct can e done at the last stage ofthe
prodtoction ine. or 4 separate assembly
hne can be set up The method you use
Aepenigs  upon the number ot parts
iy erd and whethier they will @l be ready
gt tee same Ume HHmdy Decome Necessary
1 stockpue parts as thay are completed
ante oanogugh are produced to begin
Aaaeniniing dn fus Cdses e sepacite
g werninpiy it Wonio Hee et

Yarome complethion of the How chart
A oW D e r ex oy Bow e workoan
Gl et Wi mmoyes ol T wdrtoons

e Gt st e et he ape ghiens

e et it bt gfertal 0T vl b
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assigned a number and that number noted
on the fiow chart.

Assigning and Training Work Force

When assigning workers to do the
vianous opetrations ot should be kept
mind that this s a learning expenence. All
members shouid take part in the pro-
duction process and should be assigneu
some operation to perform. This may
require assigning two or three peopie to
the same job. depending on the class
enroliment. This. however. should allow
work to continue even if there 15 some
absenteeism duting production

The production vice president . or hus
appointee. must see to it that each worker
15 assigned an operation to pertorm and
understands exactly what he i1s to do He
should be shown what he 1s to do. what
tools or mactune he wili use. and the steps
to fo'low iy doing the work The worker
should be given a chance to perform the
operation’ on scrap matenal The safety
director should observe the worker 1o be
<ute heas performing the job correctly and
safely  # the work appears to he 100
ciificult for the worker it may be necessany
to change tim to an easet task

Having two or three workers assigned
to each operation should solve the
problem of materals handhing One of the
workers can take the completed work to
the next work station  Be sure and
designate who 1s 1o do ties job

Quality Control

Making surethat firushed products are
free of defects 1s the responsibility of the
(quality c‘omrot manager. Deciding if a
product 18 acceptable or defective can
usually be done by inspection after atas
completed. But what does 1t mean 1f a
product 1s defective? It means that afot ot
tune and  money have been wisted
reocpeing a defective product The quality
Lonttab eandget st see fo gl e

12444
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inspection should be done before alot of
incorrect parts are made

and money do not go nto producing
products that must be rejected. This
reqQuires some inspection during the entire
oroducthion process not just a final
nspection of the fimshed product In-
spection. nowever. is costly. it not only
consumes  time oyt also slows  down
vroduction work Knowing what and when
10 inspect. therefore. 1s important. Here
A1 A tow rules concerning what and when
to mnspect

1 Inspect raw materials — do not waste
tine working on defective materiais

2 Inspect before doing costly
operations — never perform such
aperations on defective matenials.

3 Inspect before assembiing —
particularly if it 1s hard to undo.

4 Inspect before any finishing
operation — sometimes it covers up

defects

Inspect the fimshed product.

U\

Although the quality control manager
15 respnnsible for all inspection. he shouid
a0t attempt to do ot all tumself. Since the
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workers have to handie the materials when
performing their various operations, they
shouild be able to inspect it at the same
time. providing they have been told what to
inspect and how to do it. The inspection
process should become just another step
in performing the operation.

in many cases this inspection step is
very simple and only requires fooking at
the material. On a woodworking operation
the worker can be instructed not to do
work on material that is cracked. badly
warped, or has knots. No time is lost
because the wogker can make this visual
inspection while he is positioning the work
on the machine. In a sewing operation the
workers could be told to reject any material
that is torn or has faded colors.

Of course. not all :\nSpection 1s this
simple. Sometimes maternals must be
measured to determine if the work s
correct. When possible. simple gauges
should be made to speed up this
inspection process.

Not everything that is rejected has to
be scrapped. In many cases rejected
materials can be reworked ot used 1o make
other smalier parts.

Trial Run

Regardiess of the amount of time and
effort put into planning for production. a
trial run will usually turn up something that
has been overlooked. This is the purpose
of the tnial run. to uncover those items
which have been overlooked. It wiil also
give all production personnel an
oppo-tunity to practice their particular job
withiout the usual rush which takes place
during actual production.

For the trial run. workers take their
places on theline, materials are moved into
position, and production begins. This work
should be supervised closer than regular
production since problem areas are being



sought. Here are a few typical problems
that the trial run may uncover:

1 Workers not sure of their duties
2 Matenals not flowing smoothly

3 Bottlenecks occurring at critical

points
4. Too much work being rejected

Most of these problems will "work
themselves out” as personnel become
more familiar and skillful at their tasks.
Management must, however, be ready to
take action when it appears that the
problems ate not coming to an end. In
some cases personnel changes may have
to be made. Additional workers may have
to be assigned to assist with some
operations where bottlenecks are
occurring. More jigs or fixtures may have
to be designed and constructed to make

work go faster. More Instructions may have
to be given to some workers.

The time allotted to this trial run
should be long enough to tet all personnel
perform their tasks two or three times. One
of two things could happen after that. First,
all work may be stopped while needed
corrections and adjustments are made. Or
secondly, if no major problems show up
that cannot be corrected while work
continues. you might go nght into
production with no stoppage of work.

What do you do with any completed
parts or products produced during the trial
run? if they pass the final inspection they
can be used in the advertisement
campaign and later sold.

A6
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-

Duning proguction all members of class pitch 1n to gef the job done. )
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'PRODUCTION

H the proper planning has been done.
production should get off toagoodstart it
proper planning was not done. then you
are probably in for trouble,. because it will
now have to be done while production s
taking place. This often results in alot of
work stoppages and an unusually large
amount of rejected work.

Assuming that proper planning was
gone and your business s now manti-
factunng parts and products. much work
must still be done to assure that things
continue to run smoothly. Much of this
work involves production control.

Production Control

The vice president of production. ot
sumeone he dssigns. has the job ot con-
troling production This individual must
e on the alert to anticipate and solve
prublems before they happen and cause
ttouble Here are a few examples of tems
that come under production control

1 Keeping a supply of raw
matenals — Do not wait unul you are
almost out of a certain raw maternial betore
you reorder You must anticipate when
additional raw maternals will be needed
and place orders far enough in advance so
they will be delivered before your supply
runs out This requires a knowledge of not
only the rate at which maternals are heing
used  but also the number of parts
completed and the total number required.
At the same time, an attempt must be made
to avoid over-ordering so as not to have A
ot of matenals remaining after production
1s compieted If this happens it couid be
very costly and could cut heawvily into
expected profits

L

2 Producing the correct number of
paits Parts are not produced at the
same rate. To make some parts, many
operations are required before they are
completed. Other parts may be compl e
after only a few operations. It s not
uhcommon in a student operated r.isiness
to produce a lot of easy-to-make parts. but
only a few of the hard-to-make parts But
parts are of no value until assembled intoa
product. if a product contained two parts.
and 150 of one part are made but only 20 of
{Re second part are made, only 20 products
can be completed. Keeping track of the
number of parts being produced is part of
the production control process.
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An important part of inventory controf is
keeping an accurate record of parts being
manufactured



3 Making up production de-
lays - Unexpected delays in production
can be disastrous to the business
operating on a tight schedule Machinery
breakdown. abcenteeism. ot unplanned
school activitites can easidy cause pto-
duction delays Thendividual in charge of
production control must take whatever
action is needed to get production back on
schedule Assigning addittonal workers or
waorking durning times other than the
reguiar class period may be necessary
Arrangements for additional working time,
however muyust always be cleared with the
teacher-advisor

4 Controi stock of parts and
products - As hds been mentioned. parts
are not made at the same rate This may
tequire  stockpihing some parts while
waiting for others to be compteted before
assembhing can begin Later as products
are assembled. they too may have to be
stockpied untii tney are delivered to the
sales  personnei The individual
responsible {or procuction control has to
know at aif imes the exact number of parts
AT Complefe prrictact = On hidangg

5 Checking out products to sales
petsonne — Because of the hinutation ot
storage space it may not be possibie tc
turn aver all comptetea products to the
sdles  depantiment for distribution to the
sales torce Instead. the sales force may
have to check out products directly from
the production department as needeqa i
tris 1S the case. the individual in charge of
production control must keep an accurate.
up-to-date record of how many and to
whom products are ssued

5 New plans f onginal plans
fait - The person in charge of production
control must he ready 1o step in with new
plans ¢ it 1s learned that original plans are
not producing the desired results This
could happen in connection with routing
of work, matenais handling., final as-
sembly, finishing. or in the inspection
process: but if something shows up that is
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The teacher-advisor can be a big hoip in
solving production probiems

not running smoothly it must be changed.
There are usually several ways that things
can be done, so0 you must find another
method that will produce the desired
results

At times. even though everything 1s
going weil. a better method for doing ajob
may be found {f it means a savings in
either time. effort. or matenais. or f it will
10sultl 10 a better product 1t should b pure
into eftect

Safety During Production

Muct: has been done dunng the
planring stage to insure that all work will
be done without acctdents. In fraining the
work force the correct and safe way 1o use
machines and tools whie performing
operations has becn emphasized The
production line has been arranged to avoid
congestion and to eliminate any unsafe
conditions But safety cannot be torgot-
ten just because some planning has been
don¢ Satety must be continuous

Situations can change in a hurry once
production begins. The aisle <«pace
between machines purposely left to avoid
congestion can quickly become ciuttered
with maternals in process. The workers
who appeared to be so concerned about
safety during the trial run when operations
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were being performed at a slow rate may
forget about saf:ly during the fast work
pace of production. The necessity of
weanng proper satety equepment s often
overiooked of torgotten

It s the duty of the satety director to be
constantly on the alert to spot unsafe
working conditions or unsafe acts on the
part of the workers Any unsafe conditions
or acts detected should be corrected on
the spot (f it 1s necessary. the safety
director should feei free to call upon the
teacher-advisor to enforce all safety rules
and requlations

inspection

Aithough the inspection process
what to mspect. when to inspect. and how
{U mspeact may have been well planned.
the toal run may not have produced
enough parts or products to really putitto
a proper test Therefore dunng the early
stages  of  production much  attention
should be given to imnspection

Remember that separating the good
products from the bad products 1s only a
small part of the reason for inspection
More important s to avoid spending time
and maternals producing defective pro-
ducts of no value Thss can only be done by
inspecting during the entire production
process. rather than just inspecting the
complieted product

When defective work s found. an
attempt should he made 1o determine why
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it was detective Perhaps the worket does
not know how to do the operation. the
worker was instructed incorrectly. or the
machine may be defective or setup wrong.
Once the cause is found and explained to
the worker,. the situat:ton s usually
corrected. Attimes, however, a new worker
or a different method of doing the job may
have to be substituted in order toeliminate
the defective work.

Completing Production

As production comes to a close more
people are available for assembly work. as
parts are no longer being made. These ex-
tra personnel shouid be given the instruc-
tion necessary for performing assembly
work and assigned specific duties it may
be desirable to set up additional assem-
bly hnes rather than just assigning extra
workers to assist those presently doing the
work Regardiess of the method used. with
everybody now doing assembly work. it
should not take lonq to complete prodtuc-
tion

With production completed. attention
should be g:/en to putting the laboratory in
top condition. Now is the time to throw
away all scrap materials. clean tools and
machines, and get the storage area
cleaned and straightened. All unused
suppites and materials should be
inventoried, and proper action by the
board of directors should be taken for its
disposal.



'SELLING THE PRODUCT

Duties of the Department

fhe vice presigent o sales and tas
Statf have the job ot planning the advertise-
Mment campaign and managing the sales
pragram Al members o the  class,
howener will Decome sglesmen during the
sdles fragram

iry addition to the sale of the company
product, mdy become necegsary 1o raise
Adational capital by sethng more stock in
the corporation 1 so. thes department will
have the added responsihility of handling
s stock-~selling campaign

Preparing Required Forms

I caonnechion with sales, thas depart-
ent Wil haave 1o grenare two types of
toatiny Those are

1 ardder hlanks

Josales roeceants

Yot teed Net dadyvisor will assist yaiin
AAeoangtineg theeos forms They cdan then bhe
tracedd o typed onto A didto o mmemeo
qraph stencd Smce the forms do not have
toy beas barage as ittt shect ot paper two or
theees should be put on the same stencid
Yorur teaaches -gddvisor Lan artange 1o have
these duphicated in the school offie: They
will of courses bave o be col apart when
teaidy for use

Seiling Preterred Stock

if the board of directurs authorizes the
sale of a certain amount of preferred stock.
it will hbe the responsibility of the il
epattent fo plan and supervise this

1 s

seiling program This involves planning
the sales promotion. instructing the class
in setling practices. staying informed on
how sales are progressing. and handimg
the money received from stock sales

Instructing the Sales Force

The tiggest job will be that of
imstructing the class in selhng practices
Here: are some points that should be
inciuded in thes instruction ‘

whom should | ask 10 buy stock? it
you hsted everybody you could think of.
you would stift overiook some Everybody
1S5 a prospective stock buyer Here dre afow
peopie to consider fust

1 Farents of  the  students n
class They support everything else the:
school does and this 1s just as important

2 Teachers in the schocl - " They are
dlways asking you to support school
activitios: now ask them {o supoport yours

3 Yourbanket After all. you did open
an account at hus bank

4 Local merchants - Some of your
supphes and matenials wit! be bought from
them

5. Local businessmen - They should
have a real interest in the free enterprse
system and your student corporation

6 Other students :n the school What
are fniends for?

What do | tell the people? Fxplain your
student corporation, the product to be
made and sold. and what profit s
expected Tell them who the teacher-
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advisor 15 what  other students  are
involved. and tnat it i1s a school activity
You will want to explain that preferred
stockhotders will have no voting nghts in
the corporation but will hiave other
advantages Preferred stockholders will be
paid ftirst when the corporation s
dissolved. and they will also share equaily
in whatever protits are earned. Be honest
and tell them cf the rnisk involved. it no
profit 1s made they will not receive any
dividends. If the corporation goes broke,
they could lose their investment. Show
them by your enthusiasm. however, that
yoii believe the corporatiogy has every
chance of mak:ng good

What s the prce of Preferred Stock?

8190 per o share

tfow much stock can someone buy?
No one shouid bz allowed to buy more
than five shares of preferred stock

How do | make the sale? Take the
buyer’s check or cash and hil out areceipt
completely in duplicate Give one receipt
to the buyer Tell the ferson that his stock
certificate will be delivered or mailed
within a few days

Before the start of the stock sale
campaignthe certificate must be carefully
explained to the ciass.

What should we do with the money”?
The money and the copy of the receipt

should be turned in to the sales dopat-
et

A simple training program willi be
needed to make sure that the salesmen (all
class members) understand the above
information. You shouid be able to do this
in 15 or 20 minutes at the start of the class
period. Emphasize the importance of
turning in money as soon as sales are
made so that you will be able to keep track
of the number of preferred stock being
sold. Remember, you don’t want to sell -
more than 1s necessary.

Designing Stock Certificates
Since your corporation 1s planning to

raise capital by selling stock. certificates
must be designed and reproduced. After

‘Someone must be assigned to design the
stnck certiticate.

they are designed they can be duplicated
on either a ditto or mimeograph machine.
Your teacher-advisor can arrange to have
this done in the school ofiice.
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After being traced onto a stencil. the stocik
certiticates are run off on a copying
machine.

Designing of the stock certificate can
be done by the committee, small group. or
entire class method. Regardiess of the
method used. the class should be given the
chance to vote on the final design. The
approved design can be traced onto a ditto
or mimeograpgh stencii and duphcated on
the machine

A word of caution should be
mentioned about the safekeeping of the
stock certificates These certificates
represent ownership n the corporation
and because of this they are valuable. Take
care of them L ater when the corporationis
dissolved, each stockholder must
surrender (turn 1n) his stock certificate to
the treasurer to gbtain fus invested money
plus whatever profits he may have earned.
it 1s a good idea to design the certificates
so that they can be numbered as they are
sold. In this way a record can be kept of
who has bought stock and the certificate
number which was issued to them.

The Advertisment Campaign

Regardless of how well a product is
made, wnat a good buy it may be, or how
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much it 1s needed. it will not sell unless

-people know about it. The purpose ot your

advertisement campaign 1s to bring the
product to the attention of the public

Do not wait until all of the products
have been manufactured before beginning
the advertisement campaign. start as soon
as the corporation is {urmed. Most schools
have a weekly student newspaper, and that
would be a good place to start your
advertisement Wnte an article about the
student corporation and what it plans to
do. Even if a product has not been se-
lected yet. you can still advertise that you
will soon be manufactuning products. The
student newspaper should be used
throughout the school term to keep the
student body informed about the pro-
gress of the corporation.

After the corporation has selected its
product and the prototype has been buuit,
the prototype could be put on display
someplace in the school building so that all
can see it. Posters announcing the
product can also be made and displayed in
the school.

Most focal newspapers wili be glad to

‘do a story on your student corporation if

Posters are effective means of advertising
the company product.

B PX



they "are informed about ¢ This s an
excellent source of advertisement because
it gets the attention of the entire
community It 1s also excellent pubhic
reiations tor the school

Sl another method of advertisement
which will put your product before the
public would be posters or displays in the
communi’ 7 shopping malls Take a
folding card table. two chairs, and the
prototype to the shopping mdil on a
Saturday and ask someone for permission
10 display the product As peopie pass. you
wili get the chance to telt them abou your
product and possibly even get some
orgders

By gwving some time and thought to
this adverisement campaign. you will be
ablie to come up with many more ideas.
Keep in mind that (f extrahelp is required in
doing this work. you shouid let the person-
nel department know of your needs For
exampie f you planto set up a dispiay at
the shopping mall you will want a fot of
prople working stifts during the day

Advanced Sales

Sedling  products before they are
manufactured is referred to as advanced
sales Some businesses use this method as
a means of raising working capital in your
student corporation, however, it s no! a
good ded to make advanced sales
because you may not be able to produce
the number of products expected and
would have to ref ind the monies received.
And worse. by that time you may not have
the money to make retunds

Yeu o can, however, take advanced
orders and the customer wili not pay for
the product untid after s produced and
de-hivered  In the event that you cdnnot
“deliver © you have no prohiem because
the product was not sold. and no refund s
necessary
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A good sales demonstration shouid be
deveioped and presented to the class as
part of the sales traiming program

When someone wants to order one of
the corporation’s products. the person
should fill out an order blank, giving his
name and information telling whether it
will be picked up or delivered. If it 1s to be
delivered be sure to get the address. As the
products are completed they may be
picked up or delivered and the money may
he received for tr.em.

The vice president of sales must keep
the vice president of production informed
a5 to the number of advanced orders being
taken. These advanced sales couid have a
direct effect on production planning..

Do not overlook the schooi secretary You
might (st make a sale
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The Sales Program

As the completed products begin to

_come off the assembly line. you are ready

to get (intc high gear with sales Where o
sell depends. of course, on the type ot
product your corporation has manutac-
tured. If 1t s the type of procuct that has
student appeal. then the school building is
the place to set up your business. Shop-
ping malls or door-to-door selling may be
pest it the product is of an adult nature.
Regardiess of where you sell, remember to
always get permission before starting.

When selling at school. try to set Lp a
booth where the main traffic in the builaing
passes. The basement, main haliway. in-
side the main entrance. or outside of the
funchroom should te good spots. Assign
difterent students in the corporation to be
at this booth before school. during lunch,
and after school for the purpose of making
sales

The funchroom personnel hight be
interested in your product.

Be sure to have money ready to make
change. You d- not'want to lose a sale
because you don't have the proper change.
The vice president of sales should see that
change money s made available.

BEST COPY Avisrnoif

A sales receipt showd be made out in
duplicate. This can easily be doné by plac-
ing a sheet of carbon paper between two
receipt forms Be sure and hil out the
receipt completely, giving one copy to the
customer and keeping the other. The
receipt kept will be used for accounting
purpnses and also when fiquring com-
missions.

Commissions and Sales Award

in a real business when a salesman
sells.a product. he is paid a commission.
Usually this commussion i1s about 5 to 10%
of the seling prnice of the product
Your student corporation should consider
paying commissions; it will not only en-
mourage sales, but will also reward those
wheo work hardest during the selling cam-
paign.

Another idea would be an award for
the outstanding salesman, the student who
sells the most products. A small trophy
could be bought and presented during the
school's Awards Day programs. If you
decide to do this, have a picture taken at
the presentation and have it put in the loca!

newspaper.

Awards for outstanding salesmanship are
incentives to boost sales efforts.
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Since both commissions and the sales
award will involve money, the idea wil
have to be presented to the board of direc-
tors for approval. It itisdecided to pay the
commissions and present the sales
award, the money mvolved must be in-
cluded in the price of the product.

Accounting Procedures

The accounting procedures of the
sales department consist of record keep-
ing of three types These are

1 Expense record
2 Sales record
3. Bank deposit receipts

Expense records -- All expenses in
connection with advertisement or sales
should be recorded. This should include
the date of purchase, the item bought, and
the price paid. For all expenses there
should also be a requisition form con-
taining each item.

Sales records — An accounting of all
sales. whether stocks or products. shouid
be kept The date of the sale. the cus-
tomer's name, the prnice paid. and the
salesman’s name shouid be recorded

Bank deposit receipts - All bhank
deposit receipts should be kept The total

amount of the bank deposit receipis

shauld equal the amount of money taken in
from the <ale of both stock and products

The vice president of sales must keep
his records up-to-date. At each board of
directors meeting he should be prepared
to tell the number of products sold and the
amount of money received if he is asked for
such a report.

Summary

The sales department, headed by the
vice president of sales, is responsible for
planning the advertisement campaign and
managing the sales program. Advertise-
ment should begin as soon as the
corporation is formed and should continue
until all products are sold. Since the
purpose of advertisement is to get the
product to the attention of the public, all
means available shouid be used.

Advanced orders for products can be
taken before the products are actually
finished As products are completed. the
sales program must be ready to go into
high gear. Set up a booth and start selling.
if asiumpinsales beginstoshow up. thats
a signal to crank up the advertisement
again.

Detailed records must be kept on ail
sales, money received, and the salesmen.
The latter is particularly important if com-
missions are to be paid and a sales award
presented.
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TERMINATION OF A CORPORATION

it has been known from the beginning
that. your company would go out of
business at the end of the school year or at
“the end of the time assigned for this
endeavor by the teacher-advisor There
are three reasons for this. First. it will give
your groups the expenence of closing out
a business. and secondly, it wiil allow
those students who enroll 1n the course
next year to have the same expenences of
organizing and running a business as your
ctass has had The third reason i1s to
provide a means for your class to get back
the money invested in the business. plus
sharing 1n whatever profits may have been
made Afier alt. your class did the work
and. theretore. should get the rewards

Pianning tor Liquidation

Even though the process of iquidating
your student corporation s simpie. plans
should be made to insure that ¢ goes
smoothly This planning 1s necessary so
that things are done on time and not lett
untd the tast minute. Most of this planning
will be done by the president. treasurer,
vice president of production, and vice
president of sales. Here are some items
that should be planned before iquidation:

1. Ending production

Setting deadline on sales

Seliing all corporation assets
Bring company records up-to-date

Cob W oN

Preparing annual report

Ending production — Production
must be scheduled to stop sometime prior
to the time set for hiquidation. Just how
soon to stop depends on several things.

mostly, however, on how well and tast
sales are going. Remember that the sales
force must have time to sell the products
that are produced.

Production should be scheduled soas
to use up as much materials and supplies
as possible. Of course, all purchasing ot
materials and supplies should stop even
before production comes to a halt

Setting deadline on sales — A date
should be set atwhich time all monies from
sales, as well as any unsold products. must
be given to the sales department Do not
wait until the last minute to do this. You
may find that you have more unsoid
products than you thought. with no time
left to do anything with them. If the
deadline is set about a week prior to
liquidation you will have time to plan &
“ligrdation sale” and. hopefully. sell these
few remaining products. You should cut
price as much as needed to sell them. At
this point, any money received for these
products. even if ii is below cost. is better

than ending the business with unsold

products. This sale could last until the day
before liquidation.

Selling a!l corporation assets — Part of
the liquidation process involves convert-
ing all assets into cash. Assets are any-
thing of value which the company owns.
Such assets would inciude any unused
materials and supplies. small toois which
may have been purchased, and unfinished
or unsold products. Some members of the
company might want to purchase some of
these items. The price set on these should
be low enough to attract sales’
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Assets that cannot be sold shouid be
disposed cf. rather than just left in the
laboratory. The board of directors might
consider the following suggestions con-

- cerning the disposal of unsotd assets

1. Finished products — These might
be presented as gifts to peopie that have
beon helpful to the company. Such people
may inciude the school secretary. pringi-
pal. or your teacher-advisor.

2 Matenals. supplies. and smali
tools — Such items could be given to the
teacher-advisor, ‘who couid put them to
good use with other student businesses in
the future

8nnging company records  up-to-
date - The treasurer and others re-
sponsible for recotd keeping should see
that all records are brought up-to-date. Ali
outstanding bills should be paid. Wages.
salanes, and commissions should be
figured and given to the treasurer so that
he can prepare the payroll.

Having these records up-to-date will
be a great help whern the annual report s
pronared

Prepanng annual report - The
treasurer 1S responsible for the prep-
araton of the annual report. He may
select a committee {0 assist with this
undertaking. A copy of the report is sentto
all stockholders when the company s hi-

~ quudated.

This report should tell what the com-
pany did throughout the length of its
existence. It also comams a closing
balance sheet, a statement of profit or loss.
and a liquidation reportexplaining how the
company’s assets were distributed. Some
of this information will not be known until
just prior to actual liquidation; however,
plans foriis preparation, duplication, and
distribution should begin early.

BEST COPY AVAILABIE
Figuring Dividends

The treasurer should figure the
amount of dividends due each stock-
holder yust prior to the final board of direc-
tors meeting. Checks should also be
prepared to hand out at this meeting.

At the final meeting the corporation is
terminated.

In figuring the amount due each stock-
holder. the folliowing formu!a should be
used:

Amount due each stockholder:
Total Worth

No. o Sr.res soid

x No. of shares owned

As an example. suppose one member
of the corporation owns three shares of
stock. The total number of shares sold was
85. The corporation worth at time of l-
quidation is $92.65. How much should this
individual receive?

Amount due=§92.65 Xx 3 = 8327
5

The $3.27 due this individual repre-
sents a profit of $.27 on a $3.00 investment
for three shares of stock. This would be an
earning of 9% duning a pernod of less than 6
months. For a companson, 1« that

R



same $3 00 had been put i a savings ac-

count. it would be worth only $3 07 (at 5%

compounded semu-annually) Thys 94y,

then. would represent a good earming on
A investiment

Liquidation Process

At the final board of directors meeting
the president will announce that the pur-
pose of the meeting is to report the present
financial condition of the corporation and
to take action to terminate the business.
The treasurer then reads the financial

-
-\
‘.
T

-~ n
Dividend checks should be prepared prior

to the meeting 10 dissoive  the
Curporation
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BEST COPY AVAILABLE

statement and explains what dividends are
to- be paid. The president then
recommends that the corporation be dis-
solved and calis for a vote of the board of
directors Since it has been know that the
company will be dissolved, there would be
no votes against this recommendation.
Each stockholder is given a copy of the an-
nual report and his dividend check. The
business is now officially terminated.
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THE SERVICE INDUSTRY

Many businesses do not manufacture
a product. instead. they provide a service
of some type whichissold tothe public or
to other businesses. Your student corpo-
ration may decide to provide a service
rather than manufacture a product. The
board of directors must make this decision
early in the life of the corporation. The
decision should be made with the
objectives of the course fully in mind.
Would these objectives be met best by
producing a prod.uct or by providing a
service? The answer to this question will
indicate the direction your student corpo-
ration shouid folliow. Your teacher-advisor
can be most heipful in providing the
information needed before a decision is
reached.

Service vs. Manufacture

there 18 no shortcut to success.
Providing a service rather than
manufacturing a product will not reduce

the amount of work required or make it

easier or shorter. it will simply change the
wording of some questions that must be
answered and the nature of some
probiems that must be solved. What
product to manufacture changes to what
service to provide. What price to charge
for the product in order to make a profit
changes to what price to charge for the
service in order to make a profit. The
problems of =advertisement and sales
remain the same because the public must
be made aware of the product or service,
and both must be sold. Remember, sales
are your only source of income. in orderto
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recover your capital outiay, pius make a
protf, something must be sold.

Same Approach

Regardless of which direction your
student corporation takes, organization,
planning, purchasing needed materiails
and supplies, determining the best method
for doing the job, training the work force,
doing the actual job, advertisement, and
sales are all invoived. If a service is to be
provided, there would, of course, be no
need to design a product and build models
or prototypes. This does not mean,
however, that there would be no
engineering work invoived. The
engineering personnel would devote their
attention to studying the tasks involved in
performing the service and designiny tools
ang cther apparatus to allow the task to be
done more efficiently.

Your .approach to this endeavor
should be the same regardless of the tvpe
of industry undertaken. That approach
shouid be a combination of classroom
study and laboratory activities. Through
both, you and your classmates will fearn
about and become involved in industry and
the free enterprise system under which it
opserates. ‘



