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By Keith Jennings

Hidden costs of growth

of your shop growing into a powerhouse
manufacturing enterprise sounds great,
and it’s likely within reach for many smart owners
and managers—but watch out! Along the way will
be a minefield of obstacles and unexpected costs that
any manager or owner should be suited up for and
ready to defuse. If preparations are made, however,
your growth trajectory could rise faster and farther
than others.
Obviously, any expansion or growth investment
should ultimately yield a return. Without a profit
to show for your efforts, there isn't a good reason to

Expansion, acquisitions, upgrades. The thought

special tooling and metalworking fluids, freight and
rigging costs, among other expenses. When all these
costs are factored in, you may need to adjust the plan.
Suffice it to say, when purchasing equipment, be ready
for costs not mentioned in a brochure.

In addition, getting a machine up and running
may take longer than expected. If you think you'll be
producing chips within 8 weeks, plan for 16.

Facility improvement can be another minefield.
Adding to an existing facility or building a new
place can be a great investment and take your shop
to the next level. It can also bust your initial budget
if you're not careful. Along with everything else,

go through the motions.

It may be more sensible to
maintain the status quo and
ride that wave while you can,
knowing you may eventually
have to find another source
of income. If, however, your
shop has the smarts and
stamina needed to grow, the
fruits of your labor can be

e thought of your shop
growing into a powerhouse
manufacturing enterprise sounds
great, and it’s likely within reach
for many smart owners and
managers—but watch out!

materials, labor and utilities
are an ever-growing expense.
Also, consider the cost of
city or county permits,
OSHA compliance, expansion
of the phone and security
systems, and Internet
connectivity.

On the flip side, savings
may also be hidden when

sweet.

Any growing machine shop normally invests in
new equipment, particularly CNC equipment, which
ranges from relatively affordable to quite expensive.
The first hidden cost in equipment acquisitions is
taking the time to shop and meet with machine tool
dealers. With an abundance of builders, brands and
options this can become overwhelming and time-
consuming. Attending trade shows for a concentrated
shopping experience can be effective, but successful
equipment shopping may also involve numerous
meetings with sales people at your facility. However
the shopping mission is accomplished, think of
questions, concerns and requirements ahead of time.
Make the dealer use your time effectively.

A great sales presentation may generate excitement,
but be sure to get clarification—in writing—on issues
such as requirements for power and wiring, computers
and software, networks and cabling, equipment
footprint, additional insurance, employee training,

expanding, so dont hesitate
to contact your chamber of commerce or economic
development board and inquire about potential tax
abatements or grants. After all, you're adding jobs

and increasing the tax base. The worst they can say is
“no.” If so, check on availability of tax abatements and
grants in the next county or city. There are numerous
tactics available to the shrewd and persistent, so use
them.

Insurance, state and other regulations, taxes, freight
and other hidden costs will eventually surface and add
to your financial risk. Don't be caught by surprise.

Put the armor on, saddle up and prepare for battle.
Eventually, one of America’s best and biggest machine
shops could have your name on it. CTE

About the Author: Keith Jennings is president of Crow
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By Michael Deren

To get new ideas, 0 er rewards

Does your facility recognize and reward employee
suggestions and achievements? If so, how is it done?
Does the supervisor at least provide a pat on the back
for a job well done? Or does a manager recognize
achievement during a company meeting? Or, better
yet, are employees financially motivated to contribute?
Companies may not get viable ideas from their
employees when they provide nothing in return for
those ideas.

Suggestion boxes are an inexpensive way to
solicit ideas. A few locked suggestion boxes placed
throughout the plant and office

possible bias. Suggestions varied from safety issues to
more direct money-saving ideas.

We awarded cash for all winning suggestions. The
minimum amount was $20, while the largest was 10
percent of the company’s savings during the first year
of implementation. The largest award, back in 1986,
was $9,500 for a new way of sealing plastic floats.
Today, | suggest presenting cash for awards more than
$50 and gift certificates for lesser amounts.

Suggestion plan results were posted within a week
of our meeting. The results listed the suggestion
authors, their idea(s) and the

areas will do the trick.

Also, select a suggestion
plan committee that meets
monthly. Committee members
should represent both the
shop and office. The authors

Companies may not get viable
ideas from their employees
when they provide nothing in
return for those ideas.

amounts awarded. If your
company publishes an employee
newsletter, the results can also
appear there. Posting the results
is an incentive for others to
begin making suggestions.

of suggestions that are acted
on should receive a monetary reward. No managers
should be on this committee—they only impede the
process by causing other members to be intimidated
from voicing their opinions. | once allowed a manager
to observe a suggestion plan meeting. What a disaster!
Everyone became intimidated and self-conscious.
Conversation did not flow as it normally did. In
addition, the manager went beyond his observer role
and made comments and suggestions about award
amounts. Eventually, | had to ask him to leave the
meeting because he was interfering. The next day, he
apologized after realizing what had happened.

The possible exception to this rule is a human
resources manager. The HR manager can act as a
facilitator but without voting rights.

When | was chairman of a suggestion committee
years ago, monthly meetings lasted no more than an
hour, depending on the volume of suggestions. There
were five of us on the committee, representing about
75 employees. Having an odd number of committee
members prevented having a tie during voting. Also,
a suggestion’s author was never mentioned until after
an award amount was determined to eliminate any

Another method for
recognizing employee contributions is an “employee
of the quarter” honor. No, I'm not talking about the
type of photo placed prominently on a wall at the local
burger joint every month. I'm talking about a write-
up that’s posted on the company bulletin board or the
company newsletter. Where | work, the employee is
given a monetary award plus a paid day off of their
choice.

These plans are for nonmanagement employees.
As such, management should not be allowed to
participate either as part of the selection team nor
as those providing suggestions. Managers also
should not be nominated for awards in the company.
Their suggestions are expected. After all, they get
the “big bucks.” Otherwise, the recognition plan
would appear to be management favoritism. These
awards should only be for the hourly and salaried
nonmanagement personnel, the ones who could really
use them. CTE

About the Author: Mike Deren is a manufacturing
engineer/project manager and a regular CTE contributor. He
can be e-mailed at mderenl@roadrunner.com.
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