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22 Decenber 1987

T. T. Nkob

Treasurer Genera

African National Congress

2.0. Box 31791

Lusaka, Zanbia

Dear Conrade Thonas:

313: VUYISILE M NI FUPNI TUREMFACTORY

Attached please find two copies of our proposed stra-

tegy for the organi sation of a marketing programre. This
docunent has been intensively discussed Wth our Finnish
counterparts, Conrades Leo, Petri and Riitta, which | ast

in the marketing expert. It is therefore a proposal prepar-
ed jointly by the Project Managenent and the Furniture Fac-
tory Minagenent for presentation to the ANC Treasury as
Well 88 to the International Solidarity Foundation of Fin-
land (1 SFF). The docunent has thus far not been di scussed

? by other relevant structures in Mazinbu, but by copy of this
-’ fwe'are submitting it to the Regional Treasurer and the Chiei _
Adni nietretor for study and comrent. V 'm

We request your acceptance of this docunent as a pro-
gramme for devel opi ng the organi sati on and marketing aspects
of the factory. The ANC s acceptance of this progranme

will be, of course, a conmttnent to devel op the ANC Man-
agenent of the factory, not only in principle but according
to :he programme as outlined on the |ast page of the dOCur
men .

The Finnish support, particularly the high quality of

the solidarity workers, has been instrunental in raising
the capacity of the factory to the | evel which nakes this
step into nmarketing possible. For the past two years our

Fi nni sh conrades have been stressing the need for ANC coun-
terparta at managenent |evel and they have enphasi sed that
they cannot afford to be with us indefinitely.

It is therefore inmperative that we fill the key posts

in a systematic way. The npbst urgent ones are those of
Producti on manager and Marketing Manager. Petri and Riitta
are ready to train conrades in these fields.
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However, the contracts of our solidarity Wrkers are
expiring. Conrade Leo is |eaving at the end of this year
Petri and Riitta are due to |eave nid-1988. Wthout a

trai ned ARC nmanagenent to take over we will not be able to
sustain the present |evel of efficiency.

We therefore ask you to request the | SFF to extend

their support to the factory for a further two-year period
to enable the training of an ANC managenent. In particul ar
we wi sh to request that Conrade Leo’ s contract be renewed
for at least a further 12 nonths, effective as soon as pos-
sible, and also that Conrades Petri and Riitta s contracts
shoul d be extended. W have great confidence in the ability
of the conrades to successfully train suitable ANC personne
in all the factory managenent skills.

Lastly, after your due consideration, we request that

you informthe | SFF of the acceptance of the docunent and
officially request their continued support, both in terns
of material input and vol unteer assistance. Particularly

in the case of the extension of contracts, the request should
be made as soon as possible in order to ensure the necessary
continuity.

In the Year of Advance to Peopl e’ s Power,

WM

Spencer Hodgson

Project Manager’s Ofice

cc: Regional Treasurer

Chi ef Adm ni strator

DIED , Eiaz inbu

Encl



ORGANI SATI ON AND MARKETI NG

VUYI SI LE NI FURNI TURE FACTORY

DECEEBER 1987

1

1.1

OBJECTI VES OF THE FACTORY

The Vuyisile Mni Factory was established to neet
the demands of the ANC Construction progranme at
Somaf co and | ater at Dakawa. The | evel of pro&uction,
organi s tion and mai ntenance has been rai sed consid-
erably in the last two years. The resulting increas-
ed production capacity, coupled with the regul ar sup-
ply of softwood tinber fromthe Soviet Union, opens
up wide possibilities for the ANC to benefit comrer-
cially fromthe sale of excess produce to the market
as well as fromthe established sale to funded ANC
pr Qect S.

To enter the comrercial market on a correct footing
two key factors are of utnost inportance:

a. the ANC construction requirenments remain the top
priority, and

b. an ANC factory nanagenent mnust be devel oped as a
matter of urgency.

Prioritz Objectives

The present tenuous |evel of construction organisa-
tion at Dakawa and the enornous tasks faced there
requi re maxi mumresponse and flexibility by the fac-
tory at all times -- indeed the subordination of the
fectery's progranme to neet the needs of the ANC s
pl anned and un | anned activities. For several years
to cone these neeas will over-ride the conmercia
interests of the factory. It is, therefore, neces-
sary to priorise the objectives of the factory as
fol | ows:

a. to neet the requirenents of the ANC construction
activities,

b. to train and devel op the ANC managenent capability
of the factory,

to achieve financial self-reliance,

to raise funds by producing a profit,

to train and devel op arti sans.

[(eNoRg]
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2.

2.1

ARC Managenent

On the understanding that the present organisationa
level is extrenely high and rests on the shoul ders
of our solidarity workers, and that the comrercia

di rension will denmand an even greater organisationa
ability, it is i perative that qualified ANC per-
sonnel are identified for senior managenent posts in
the factory and are trained on the job by our vol un-
teers. Only this will ensure that the high | evel of
producti on, marketing and organisation is sustained
in future. In other words, ANC nust commit itself

to a realistic progranme to achi eve an ANGC- st affed
factory nanagenent.

SALES AYD MARKETI NG

Sal es to ANC Projects

The ANC Construction Departnent is the |largest "cus-
tomer” and potentially the |argest source of incone
to the factory. Sales to numerous ANC projects haVe
taken place in the past within the framework of the
| ocal conponent of ANC projects at Somafco. In

ot her words, the factory produce has been budgeted
for but the funds have never been separately recorded
as "income" to the factory.

Several mmjor projects are now in the pipeline and
factory produce supplied to these should be costed
and sold the ANC by the factory. These projects

i ncl ude:

a. tudent Orientation Centre, Dakawa,

b. Children's Centre, Dakawa,

c. Village Hall, IVCl, Dakawa,

d. Village Common House, V2, Dakawa,

School Bl ock 5, Sonafco,

Such funded projects should pay for products at the
mar ket price. unfunded projects should be invoiced
at cost price.

The ANC Proj ect Managenent should prepare an esti -
mate of the anticipated volune of production required
to neet the 1988 construction programme. On the ha;
818 of this estimate the factory nanagenent can pre-
pare plans for the sale of excess capacity on the
open rarket.

t w
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Sale to the market

Preparations for marketing excess produce shoul d be-
gin imredi ately. Marketing should be gui ded by the
foll owi ng general principles:

a. marketing should have a |l ow public profile, par-
ticularly at the beginning whilst awaiting a trade
l'icence, but also later. An "ANC' show oom for
exanpl e, shoul d be avoided. Also, in this context,
ARC shoul d avoid a wide ranve of small custoners
requiring intensive marketing service.

b. The products should be fromthe range of standard
factory production normally delivered to ANC pro-
jects. Exceptions nay be made in the case of un-
conplicated special orders of a |large series.

c. Customers should be selected in the first instance
who are able to guarantee acceptance on an on-
goi ng basis of a range of products in specified
guantities. This would avoid the necessity of
deadl i nes which may interfere with ANC s construc-
tion progranme. It would al so enable the factory
to produce | onger series when supplying ANC pro-
jects, without the need for excessive storage cap-
acity. Such custoners may be a few sel ected

m ddl emen ready to take bul k deliveries. Such
custonmers woul d i nclude those Wth a constant

need for specific products, e.g. school desks to
the Mnistry of 1?ducation

d. Tough delivery deadlines should be avoi ded.

e. Organisation of marketing is the responsibility
of the production manager and his marketing sec-
tion, under the guidance of the project manager
who is responsible to the Treasury Secretari at.
(See Structure, appended). marketing and sal es

can only be properly organised if it is concen-
trated in the hands of a few appointed persons.
However, to ensure maxi num conmercial benefit and
ensure ANC construction requirenments, producti BEf
and mrketinc nust be coordi nated by the Project
Manager. (It nust be renenbered that the key raw
materials, tinmber, etc., are also needed for the
ANC construction activities.) Flexibility shoul d
be maintained within this franmework.

112-19273? 173G Or 7311': | 0178

On the basis of the above policy guidelines, the
foll owi ng operations should commence as soon as
possi bl e.



TWwww
N Y

1
2
3
ef usal Letter t tOrder Confirmation

Custonmer Contacts

Qur present understanding is that a | arge market

exi sts for nost of the products in the present range
of the factory.

First Step

G ven the fact that we are still awaiting a trade
licence, the only option presently open is to ap-
proach potential customers on a personal level (in
line with 2.2.0). These mmjor custbmers should in
principle be approved by the Treasury Secretariat.

| f possible these contacts shoul d be devel oped as
the nost reliable and | east demandi ng market.

Second SteE

VWen the trade licence is received, an assessnent
shoul d be made of the potential for expanding trade
with the small circle of customers established above.
If required, custoner contact could be established
by letter.

Contact bx Letter

St ages of custoner contact by letter are:

ANC PM Treasury Approva

of Potential Custoners

oW L u e

T Introduction Letter and t .

L | Product Catal ogue

Inquiry I

.- W $A-wo

I orrgrty

L _._

O der |

h, L#h__h

t PM Approval 1

g, t" Ju:H.-, , ,__ . ._T,

| Rejection
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- the factory sends introduction |etter and pro-
duct catal ogue to the potential customer,

or

- the custonmer nakes inquiry straight to the
factory

- on the basis of inquiry the factory nakes offer
or sends refusal letter

- the custoner either rejects the offer or accepts
it by sending order

- Project Manager approva

- the factory sends order confirmation

Pricigg

Prices of conparable products on the market nust be
charted before the final sales prices can be fixes.
In this way the problens caused by under- and over-
pricing can be avoi ded.

When this price comparison is carried out, we mnust
al so keep in mnd the conparison between price and
quality. Products of the factory are of high qual -
ity and it can/will raise prices.

Al'l relevant production costs should be taken into
consi deration when the products are priced. The
target is that after two years the factory should
be able to pay all material and electricity costs
either to the ANC or to other suppliers. The fac-
tory cannot expect the solidarity support to |ast
forever.

Prelim nary cost cal cul ati ons have been nade for sone
products and will be reviewed fromtinme to time as
changi ng conditions warrant. The cal cul ations are
based on the foll ow ng:

a. Direct and indirect |abour costs

average wage per fundi is 10/- per hour

average wage per helper is 6/- per hour

average wage per worker in joinery is 8/ - per hour
personal costs are 30% of total salary, and

they consi st of:

- 5.7% for annual holiday pay

104 for sick pay

8.3% for Saturday afternoon salary

65 for insurance costs
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- indirect costs are 25% of the total salary,

and include the salaries for foremen and

mai nt enance

b. Haterial costs have been calculated for all mat-
erials that are needed to nmanufacture one item

c. Electricity costs are 5000/- per day and 51/-
per dundi hour. This is the result Wen 5000/ -

is divided by the nunber of fundis in the ma-

chine shop and then by the working hours per day.

d. Indirect costs for nmachi nes, equipnment, Spare
parts, etc., are 20% of total costs. This per-
centage is the result of price calculations for

all machines that are in the factory and of al

the other related costs. The value of machines

is calculated to be 7,840,000/-. The nornal per-
iod for repaynent is 10 years, so for one year

the amount is 784,000/-. |If some other necessary
costs (e.g. blades, nails, screws) of about 186, 000/ -
are added, the total will be 970, 000/- per year
When it is supposed that the factory produces and
sells 1000 itens per nmonth and the average price

is 500/- per item the exact percentage wll be
16. 1% (the result when we cal cul ate the percen-
tage of 970,000 to 6,000,000). The result has

been rounded up to 20% because all costs cannot

be cal cul ated exactly on the basis of the present
situation.

When the cost itens per product are conpared with
each other, it becones obvious that material and el -
ectricity are the biggest conponents of the tota
cost.

It nust be renenbered that it is much nore expensi Ve
to manufacture a short series than a |ong series.
This nmust be taken into consideration in production
pl ans, which should aimat |onger series.

Because the factory shoul d have a financial base,

it must also receive income from products which are
manufactu ed for ANC construction works. These pro-
ducts could be sold at cost price.

Orders

Al orders nust be in witing. Orders and order con-
firmati ons nust include information on
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qual ity of product

gquantity of product

price

terns of paynent

time of delivery

terns of delivery

possi bl e special ternms agreed

Potential custoners (in addition to ANC) of the fac-
tory could be:

school s, offices, CGovernnent Mnistries

retailers

private persons

bui | ders of new houses

and so on.

Later it will be decided on which custoners the fac-
tory concentrates nost, as outlined in previous sec-
tions.

I nvoi ci gg

The invoicing of orders WIIl be carried out as agreed
with the custoner, either by cash paynent (i ndividua
and small orders) or by bank transfer or conparable
met hod (bigger orders, reliable custoners).

The invoicing of ANC orders must begin at the sane
time as the actual selling for bookkeeping reasons.
Accounti gg

The factory must have a proper accounting system of
its own in order to follow up i ncomes and expendi -
tures and to bal ance the accounts at the end of the
year.

The factory has to informthe Project Manager and
the Treasury of the financial situation, perhaps
quarterly, so that the necessary accounting can be
fol | owed up.

At t endance and \Wages

Responsi bility for attendance and wages records can
be nmoved fromthe Site Ofice to the factory. It is
better to centralise all operations in one place.
Wages policy will be coordinated with, and guidelines
on wage increases will be approved by, the Project
Manager .
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St ozgge and Transportation

In the near future the factory will need additi onal

storage space so that it can produce |onger series
and store finished products for future orders.
Transportation will be handl ed as agreed Wth the
customer, but because of the |lack of hauling equip-
nment, it would be better if in the beginning the cus-
tomers arrange the transportati on thenselves (terns
of delivery: Ex Wirks). If the transportation is
arranged by the factory, it nust also be taken into
consi deration in the pricing.

The Result

The Producti on Manager, under the direction of the
Proj ect manager, is responsible for the results. In
consultation with the Project Manager, he draws up
the annual budget for approval by the Treasury. The
annual bal anci ng of accounts will take place in Jan-
uary and the Treasury will decide on the use of
profits. According to the budget, an amount WII| be
allocated to the factory for the purchase of raw
materials and to cover ongoing costs such as sal ari es.
ORGATI SATI ON

See chart on foll ow ng page.



40 ORGANI SATI ON
TREASURER GENERAL
TREASURY SECRETARI AT
PRQIECT MANAGER
PRODUCTI ON MANAGER
ey
_ MAI NTENANCE NVRKETI NG AND
MANAGER r ADM NI STRATI ON
- #-  -"marketing
MACHI NI NG PLANT _ secretary
MANACGER - bookkeeper
- office
assi st ant
WAREHOUSI NG
PRODUCTI ON .
"- (finished Products)
TRANSPORT
- stock-keeper
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JOB DESCRI PTI ONS: RESPONSI BI LI TIES AND DUTI ES

CGener a

Cooper ati on between producti on manager, departnent
managers and narketing personnel nust be continuous
and close in order to reach the best possible results.
Regul ar coordination with the Project Manager nust
be ensured.

Proj ect Manager (duties as related to the factory)

- is responsible to the Treasury Secretari at

- submts annual budget and quarterly reports to the
Treasury

- nmust ensure raw material and other needs of the
factory to neet the construction and externa

sal es demands

- is responsible for the harnoni ous devel opnent of
the factory’'s obligations to the ANC construction
external sales and financial self-reliance
Producti on Manager

- is responsible to the Project manager -

- is responsible for supervision of production, sales,
mar keti ng and adm ni stration

- prepares the budget in cooperation with the Pro-

j ect Manager

- coordinates the production and sal es

- is responsible for the nonthly reports to the

Proj ect Ranager

- in cooperation with the Project Manager, prepares
quarterly reports to the Treasury Secretari at
negotiates with custoners the terms of sale

carries out price negotiations and recommends

prices and di scounts

- has overall reaponsibility for the quality of
factory produce t

- is responsible for approving and processing nateria
orders

Machi ni gg Pl ant Manager

- is responsible to the Producti on Manager

- maintains the production in the Machining Plant at
such a leVel that all accepted orders can be de-
l'ivered

- is responsible for the material, etc., orders for
the Machining Plant 80 that the above-nentioned
pace can be kept

- is responsible for the finishing tinmetable of the
products in the Machining Plant

- is responsible for the quality of the products
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Assenbl x Pl ant Manager

- is responsible to the Producti on Manager

- maintains the production in the Joinery at such a
| evel that all accepted orders can be delivered

- is responsible for the naterial orders for the join-
ery so that the above-nenti oned pace can be kept

- is responsible for the finishing timetable for the
products in the joinery

- is responsible for the quality of the products

Mai nt enance Manager

- is responsible to the Producti on Manager

- is responsible for the machi ne nmai ntenance so that
the production keeps pace with accepted orders

- is responsible for orders in the maintenance section
St ockkeeper

- is responsible to the Producti on Manager

- keeps the stock of finished products up to date

- is responsible for proper storage of products, so
that the quality remains good

- checks outgoi ng goods and conpares it with the

di Spatch |i st

Rar ket i gg Secretarx

- is responsible to the Producti on Manager

- takes care of custoner contacts

- draws up production catal ogue and keeps it up to
dat e

books the orders

makes sales letters, offers, order confirmations,
etc.

- takes care of general office duties related to

sal es and nmarketing

- prepares material orders in accordance to infornma-
tion received from department managers, for sub-

m ssion to Production Manager

is responsible for cost accounting

- is responsible for coordination/liaison with
Treasury on wages and other routine matters
Bookkeener

- is responsible to Marketing Secretary

- is responsible for financial accounting

- is responsible for preparation of attendance and
wages sheets

- takes care of paynment control and invoicing

O fice Assistant

- is responsible for preparing office work

- calculates material costs

- is responsible for stock accounting
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6. TIKETABLE FOP OPERATI ONS CONCERNI NG SALES

D1 D1.335.102! ING
adoption of this docunent as
a programme for organi sation
and marketing and for devel -
opi ng the potential of the
factory towards self-reliance
ARC committnent to devel op
ARC factory nmanagenent as

per docunent

appoi nt nent of ANC Produc-

ti on Kanager8

appoi nt nent of ANC Mar ket -

ing Secretary8

appoi nt nent of mai ntenance,
machi ne plant, assenbly plant
managers and ot hersll

st orage extension prepared

of fices for production nmanager
mar kqt i ng, accounts (tenporary)
novi ng attendance/ wages super -
vision to factory nanagenent
pricing finished, catal ogue

r eady

preparati on of ANC programe
budget ready

sal es plan for 1988 ready
conmence external sal es operation
31.01. 88

31.01.88

URGENT

| atest 31.07.88

URGENT

| at est 30.04. 88

| atest 31.08.88

30. 06. 88

28. 02. 88

15. 03. 88

31.01. 88

15. 01. 88

15. 03. 88

15. 03. 88

30. 03. 88

" If ARC cannot find suitabl e personne
wi Il have to enpl oy outsiders.

in time,

factory



