
Postharvest Grain Systems R&D 

Report No. 116 
February 1990 

LA MINOTERIE D'HAITI
 
AN UPDATE OF PRODUCTION COSTS AND
 

MILLING OPERATIONS
 

FOOD & FEED GRAIN INSTITUTE 
MANHATTAN, KANSAS 66506 

H AS 
tIAN M SI' T t________________ 



LA MINOTERIE D'HAITI
 
AN UPDATE OF PRODUCTION COSTS 
AND MILLING OPERATIONS
 

Prepared by
 

Rolando A. Flores
 

and
 

Polamreddy V. Reddy
 

for the
 

AGENCY FOR INTERNATIONAl, DEVELOPMENT
 
UNITED STATES DEPARTMENT OF STATE
 

Contract Number LAC 0000-0-00-9033-00
 

at
 

Kansas State University
 
Food and Feed Grains Institute
 

Manhattan, Kansas 66506
 



CONTENTS
 

Page
 

LIST OF TABLES .......................................... v
 

LIST OF FIGURES .......... ........................... vii
 

EXECUTIVE SUMMARY . . . . . . . . . . . . .. . . . . . . . . . . . . ix
 

Section
 

I INTRODUCTION ........ ...................... I
 

III LA MINOTERIE'S COMPLIANCE WITH THE MEMORANDUM OF
 

IV FURTHER RECOMMENDATIONS TO IMPROVE MANAGERIAL AND
 

II UPDATE OF LA MINOTERIE'S OPERATIONS ..... ........... ..3
 

UNDERSTANDING ........ ...................... 17
 

TECHNICAL OPERATIONS IN LA MINOTERIE .. .......... 21
 

V CONCLUSIONS AND RECOMMENDATIONS ... ............. .. 25
 

REFERENCES ............ ........................ ...... 27
 

ACKNOWLEDGMENTS .......... ........................... 29
 

APPENDIX I - PRODUCTION, SALES AND FLOUR EXTRACTION DATA ....... .. 31
 

APPENDIX II PRODUCTION COSTS TEMPLATE (JANUARY 1990) ....... 39
 

APPENDIX III - MEMORANDUM OF UNDERSTANDING (AUGUST 1989) ........ 51
 

APPENDIX VI SPECIFIC RECOMMENDATIONS TO IMPROVE THE MILL PNEUMATICS
 

APPENDIX VII FEEDER SYSTEM DIAGRAM AND SPECIFICATIONS FOR WHEAT
 

APPENDIX IV - ESTIMATION OF FLOUR YIELD FROM A WHEAT LOT ........ 57
 

APPENDIX V - EXISTING OPERATIONAL PROBLEMS AT LA MINOTERIE (JULY 1989) 67
 

(OCTOBER 20, 1989) ...... ................... . 73
 

BLENDING (JANUARY 1990) ..... ................ . 79
 

APPENDIX VIII TYPICAL POWER FACTOR ANALYSIS .. ............ 85
 

iii
 



LIST OF TABLES
 

Table Page 

ES-I Estimation of LM Proceeds from the PL-480 Wheat 
(As of January 16, 1990) ....... ................... ... xi 

1 Summary of the Benefits and Production by System Components 10 

2 Estimation of LM Proceeds from the PL-480 Wheat 
(As of January 16, 1990) ....... ................... ... 19 

v 



LIST OF FIGURES 

Figure Page 

1 La Minoterie's Flour and Millfeeds Production (1989) 4.....4 

2 Net Flour Production of La Minoterie d'Haiti .... ......... 4 

3 Net Flour Sales of La Minoterie d'Haiti ..... ........... 5 

4 Flour Production and Flour Sales for La Minoterie d'Haiti 
(1989) .............. ............................ 5 

5 Flour Production Rate of La Minoterie d'Haiti .... ........ 6 

6 Production and Raw Materials Costs for La Minoterie d'Haiti 
(Dec. 1988 to Nov. 1989) ......... ................... 9 

7 Major Components of La Minoterie's Production Costs 
(Dec. 1988 to Nov. 1989) ....... ...................... 9 

8 Administrative and Sales Expenses of La Minoterie d'Haiti 
(Dec. 1988 to Nov. 1989) ....... .................. . 11 

9 Depreciation and Equipment Renewal Expenses Allocated by 
La Minoterie (Dec. 1988 to Nov. 1989) ... ............ ... 11 

10 Average Flour Extraction Rates for 1989 (May not available) 13 

vii
 



EXECUTIVE SUMMARY
 

The team's purpose was: (1) to update the production costs and milling operations

of La Minoterie d'Haiti (1-1) indicated in the team's previous report dated August

1989, Food and Feed Grains Institute - Kansas Sate University (FFGI/KSU), No. 
114; and (2) to provide an independent assessment of LM's compliance with the 
terms and conditions included in the Memorandum of Understanding (MOU) signed

by USAID/Haiti and the Government of Haiti (GOH) on August 
7, 1989. The
 
observations included are the results of the preliminary analysis based on the
 
first impressions of the mill's operation and the information obtained by the
 
team.
 

Upon arrival in Haiti (January 6, 1990), the team learned that 124 
had a new
 
General Director, Mr. Alix Lilavois, who replaced Mr. Ives Josd December 28,
 
191. Also, the flour sale price had increased to $23.00 per hundredweight (bag)

beginning September 1, 1989, and the millfeeds (son du bl) sale price had
 
increased to $8.00 per bag beginning October 30, 1989.
 

In September 1989, the flour mill ran out of hard wheat for about 4 weeks. 
 It
 
did not operate until the arrival of hard wheat from the PL-480 program. Within
 
this 4-week period, the mill received a shipment of soft wheat which was 
not
 
processed until they started blending it with the hard wheat in November 1989.
 

From July to December 1989, LM's average flour extraction rate was 72.88 percent.

During this period, the highest flour extraction rate was 74.23 percent which
 
was 
obtained in July, and the lowest extraction was 71.92 percent which was
 
obtained in September.
 

From June to November 1989, the average production cost of 14 was $6.88 per bag.

This figure does not include the September costs because the mill ran out of
 
wheat and only operated 4 days. From June 1989,
to November the production
 
costs fluctuated from a high of $8.28 per bag in August, to a low of $4.63 per

bag in October. The average production cost for the last 3 months of "regular"
 
operation (August, October, and November) was $6.98 per bag.
 

The power factor situation at LM had not improved. A power factor survey was
 
done by a French consulting firm, but the resulting project for its correction
 
had not been implemented. The mill's pneumatic system was pretty much in the
 
same condition as before. However, there was evidence that some repairs had
 
been done based on detailed suggestions given earlier by the team to the mill's
 
management. These suggestions were 
aimed at improving the mill's pneumatics.

The unloading facilities at the wharf were also in the same condition as before.
 
There is no evidence of any work done on the ship unloading system.
 

Even though some maintenance work has been done in the cleaning house 
(as

explained in the November 1989 KSU/FFGI Report No. 115), 
the general conditions
 
in the cleaning house have not improved. Dusty, unsanitary, and unsafe
 
conditions are still prevailing. There is evidence in the flour mill that LM's
 
millers, in collaboration with the French consultants, are rearranging the mill
 
flow and 
the roller mills to achieve better flour extraction rates. This
 
increase in extraction rates was suggested in the KSU/FFGI team's August report.
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However, the average extraction rate of 72.88 percent for the 
last 6 months
 
reflects the decline in the stability of operations during that period. Also,
 
the choke conditions in the pipes and pneumatic lifts still exist.
 

The packing and warehousing operations for flour and millfeed were being

performed under the same conditions mentioned in August 1989 KSU/FFGI Report No.
 
114. Moreover, the collapse of the roof of the millfeed packing warehouse in
 
December 1989 had worsened the sanitary conditions in the mill. Even the
 
improvements mentioned in the November KSU/FFGI Report No. 115, relating to the
 
safety and sanitary conditions, had fallen into negligence. The scale control
 
of wheat at 
the wharf and for finished products in the mill were at the pre-

August 1989 level. 
However, the 100-ton load out weigh bridge, installed at the
 
gate, is fully operational with ics computer-aided ticketing system. Very little
 
has been accomplished regardinig the safety, sanitation, and maintenance programs

suggested by the KSU/FFGI team during the July 1989 visit.
 

The status of LM's compliance with specific technical and administrative reforms,
 
as stipulated in the MOU items, is as follows:
 

3.1 	 Power factor correction to 0.9: this action is to be accomplished by March
 
31, 1990.
 

3.2 	 Temporary labor reduction, from 390 to 275 by October 31, 1989: according
 
to information given by the administrative and the financial directors of
 
LM, this action has been accomplished.
 

3.3 	 Increase in flour extraction from 75.02 to 75.52 percent by January 31,
 
1990: this action had not been accomplished.
 

3.4 	Improvements in the pneumatic 
system by January 31, 1990: out of the
 
detailed 100 percent measures suggesced to increase the mill load, only

about 10 percent of the work had been done.
 

3.5 	 Estimated reduction in bags costs by September 30, 1989, or later if
 
required by existing contract: the previous contract is still in effect
 
until March 1990; however, Mr. Lilavois indicated that the contract
 
terminated as of January 11, 1990.
 

3.6 	Reduction in administrative costs up to 24 percent by September 30, 1989:
 
an average 9.21 percent reduction was accomplished for the September-

November period.
 

4. 	 Table ES-I presents a rough estimation of LM's proceeds for processing the
 
PL-480 wheat according to the formula indicated in this item of the MOU,

and assuming 4 percent "chaff" estimate. The determination of the final
 
proceeds should be based on 
the results of an independent audit that would
 
define the exact amounts and applicable mill products sale prices. The
 
proceeds are calculated after covering production costs, and are presented
 
under the "gross revenue" columa.
 

6. 	 Program to fix all the mill's scales by November 1, 1989, and the wharf
 
scale by September 1, 1989: 
 this 	item had not been accomplished except
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for the 100-ton weigh bridge for the load out of finished products which
 
is fully operational.
 

7. Improvement of sanitary and safety conditions of the mill: 
 there is no
 
improvement in the sanitary and safety conditions of the mill.
 

TABLE ES-1
 

ESTIMATION OF LM'S PROCEEDS FROM THE PL-480 WHEAT
 

Month Wheat (st) (1) Production Costs LM's Gross
 
Processed Unprocessed Reduction ($/bag) Revenue ($)
 

---------------------------------------------------------.-----------

October 17,042.5 0.09 3,655,637.31
 
November 8,537.3 0.40 
 1,870,970.43
 
December 12,885.3 
 0.40 2,823,845.40
 
January 10,328.2 
 0.40 2,263,450.60
 
January 
 9,362.0 0.40 2,051,705.48
 

Sub-total A8,793.3 9,362.0 
 12,665,609.22
 

Less adjustment for 15,000 bags of millfeeds sold at
 
$4.00/bag (2) 
 60,000.00
 
Less wheat c.st (2) 
 10,579,005.48
 

Additional amount to be paid by LM to GOH 
 $ 2,026,603.74
 

All flour sales considered at $19.19 per bag (flour price when MOU
 
was signed) and millfeeds at $8.00 per bag. Production cost estimated
 
at $7.221 per bag, the average for March-May 1989 which includes:
 
$5.802 flour production cost, $0.513 millfeeds production cost at
 
2.734 flour/millfeeds rate, $0.793 for bags, and $0.113 for additives
 
and thread (Flores and Reddy, 1989). Detailed calculations are
 
presented in Appendix IV.
 

Sources:
 

(1) LM's Financial Division, unprocessed wheat is the estimation for
 
January 19-20, 1990 (production schedule prepared by LM's French
 
consultants).
 

(2) USAID/Haiti.
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Conclusions and Recommendations
 

It is the team's conclusion that the mill's management has accomplished very
 
little toward compliance with the MOU. However, it was found that there has
 
been an improvement with regard to the following items: pneumatic conveying
 
system, mill flow modification aimed at increasing the extraction rate,
 
procurement of parts for the wharf scale renovation, reduction of temporary
 
personnel, and an attempt to reduce the administrative and sales expenses.
 

The mill's new management must concentrate its efforts on the development and
 
implementation of a strategic plan to improve the mill's efficiency and reducing
 
its very high production costs. This plan must define the general and specific
 
objectives to be accomplished in the short-, medium-, and long-range plans of
 
the mill. The strategic plan must consider all technical and administrative
 
aspects of the mill, and it should be the result of a common effort by all key
 
personnel of the mill.
 

Since LM is a government organization, the role that GOH can play in the
 
definition of a strategic plan is fundamental. GOH must give a clear indication
 
of the goals determined for the mill.
 

The contents of the recommendations and observations indicated in KSU/FFGI
 
Reports No. 114 and 115, are significant and still valid. These recommen
dations and observations must be studied and implemented without further delay.
 
In addition, the following technical and administrative recommendations must be
 
immediately addressed by the mill's management: (1) install feeders to properly
 
blend soft and hard wheats under the tempering bins, (2) an immediate order to
 
fix the man lift so it will be safe to operate, (3) repair the pneumatic pumps
 
and ship unloading system to increase operating capacity, (4) redesign and
 
relocate the cyclones located at the top -f the millfeeds packing warehouse,
 
(5) immediately improve the finished products warehouse management operations,
 
(6) develop and implement a pest control management program, (7) reduce overtime
 
expenses, (8) rationalize the professional and consulting services employed by
 
the mill, (9) rationalize and reduce the size of the permanent employee labor
 
force, and (10) reduction of the mill's salary scale.
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SECTION I
 

INTRODUCTION
 

The objective of the Kansas State University (KSU) team's visit to Haiti was to
 
provide USAID/Haiti a written report which included:
 

1. 	 An update of the July 1989 analysis of production costs and milling

operations of La Minoterie d'Haiti 
(LM) conducted by KSU Food and Feed
 
Grains Institute (FFGI), and
 

2. 	 An item-by-item description of actions undertaken to date, and remaining,
 
to be undertaken by LM under the terms of the Memorandum of Understanding

(MOU) signed by USAID/Haiti and the Government of Haiti (GOH) on August 7,
 
1989.
 

A team from KSU/FFGI visited Haiti for 2 weeks in July 1989 to study production
 
costs and the flour extraction rate under conditions prevailing at the time and
 
under a proposed "efficient" operations of LM. 
 The team also examined milling

operations in some detail. 
 The team's 1989 August report (Flores and Reddy)

included recommendations on technical and administrative reforms which could be
 
undertaken by LM to improve its operations and reduce its production costs.
 
Many of the recommendations made by the KSU team were incorporated into the MOU
 
which was signed as 
a condition of the agreement for fiscal year 1989 PL-480
 
Title II emergency wheat program for Haiti. 
 This MOU dttilcd individual and
 
administrative improvements and dates they should be accomplished.
 

In October 1989, a member of the KSU team visited Haiti to study a wheat
 
blending problem that 1M was having at 
that time. The November 1989 report

(Reddy) resulting from this visit included an analysis of the actions taken by
 
LM to comply with the MOU terms.
 

The KSU team's activities were to:
 

1. 	 Meet with selected USAID/Haiti staff, with the GOH staff responsible for
 
PL-480, and with the management and technical staff of 
14. The team
 
examined LM's records, observed its operations, and reviewed appropriate
 
USAID/Haiti agreements, reporting cables, and files.
 

2. 	 Prepared an updated analysis, in the form of Draft Executive Summary, of
 
the items included in Sections III and IV of its August 
1989 report

("Production Costs and Flour 
Extraction Rate, and Milling Operations"),
 
LM's compliance with 
the terms and reforms contained in the MOU, the
 
Mission's initial calculations of the payment due under item 4 of the MOU,
 
and additional steps which could be undertaken by LM to further reduce its
 
production costs and improve its operations as a profitable grain
 
processing enterprise.
 

The following sections present an 
update of the mill's operations and the
 
findings, conclusions, and recommendations of the team. Section II updates the
 
mill's production, sales, and flour extraction data 
for 1989. Section III
 
presents the team's findings in regard to 
the mill's compliance with the August
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1989 MOU. Section IV presents further recommendations to improve the mill's
 
management and technical operations. Section V includes the team's conclusions
 
and recommendations. The August 1989 report (Flores and Reddy) and the November
 
1989 report (Reddy) must be considered as an integral part of the present
 
report; therefore, much of the analysis will be dedicated to updating the
 
previous reports and is not repeated in this report.
 

For the purpose of this report, the currency is shown in U.S. dollars at the
 
official exchange rate at the time of the team's visit to Haiti (US$1.00 per
 
Haitian G5.00), bags are referred to as hundred pounds of product, and La
 
Minoterie d'Haiti is referred to as the mill or La Minoterie (LM).
 

The information presented herein was given to the team by the mill's staff and
 
by the AID mission in Haiti. While in Haiti (January 7 to 20, 1990), the team
 
made several visits to LM. Due to time limitations and to the nature of the
 
visit, the team's observations are based on a first impression of the mill's
 
operation and on information given by the mill's executives and AID personnel.
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SECTION II
 

UPDATE OF LA MINOTERIE'S OPERATIONS
 

Three major elements have affected LM since 
the August and November reports:

(1) an increase in the sale prices of flour and millfeeds (son du bl&), (2) a
 
new administration in the mill, and (3) the mill 
ran out of hard wheat in the
 
first week of September 1989 and did not start processing hard wheat until the
 
second week of October.
 

The sale prices of flour have increased from $21.00 per bag to $23.00 per bag

since September 1, 1989. The millfeeds sale price have increased from $4.00 per

bag to $8.00 per bag since October 30, 1989.
 

The changes in administration are at 
the general direction and the commercial
 
division levels. 
The new General Director of the mill is Mr. Alix Lilavois who
 
replaced Mr. Ives Josd December 28, 1989. 
Mr. Claude Veillard replaced Mr. Carl
 
Ferailleur as Commercial Director. 
The position of Deputy Director was filled
 
by Mr. A. Jeanpoix (this position was 
vacant during the July and October 1989
 
visits). At the time of the January 1990 visit, no other changes had taken
 
place in the mill's administration.
 

In September 1989, the flour mill ran out of hard wheat for about 4 weeks. 
 The
 
mill did not operate until the arrival of hard wheat from the PL-480 program.

During those 4 weeks, the mill received a shipment of soft wheat that was 
not
 
processed until they 
started blending it with hard wheat in November 1989.
 
Reddy (1989) explained in detail the blending recommendations which were given

to the mill's management at that time. 
To reduce the shortage of flour in Haiti,
 
LM imported 26,514 cwt of flour from the U.S.
 

The following parts of this section are an update of LM's operations since the
 
Flores and Reddy (1989) report. 
The issues under study are LM's production and
 
sales records, production costs, flour extraction rates, and milling operations.
 

Production and Sales
 

Figure 1 (Table 1, Appendix I) shows the flour and millfeed production for 1989.
 
Figure 2 (Table 2, Appendix I) shows the net flour production of LM for the last
 
3 years. Figure 3 (Table 3, Appendix I) shows the net flour sales of the mill
 
for the last 3 years. In 
all these figures, the month of September 1989
 
indicates the most critical conditions for the mill. It was September 1989 when

the mill ran out 
of hard wheat needed to produce its main product, superior
 
flour.
 

Figure 3 indicates a seasonal cycle 
for the mill's flour consumption in Haiti
 
for 1988 and 1989. 
This cycle is reflected in the increase of flour consumption

in the months of December (for the last 3 years) and March and August (for the
 
last 2 years). The sales for 1987 decreased drastically from 9,678 st in March
 
1987, to a low of 4,603 st 
in July 1987. 
 The low sales in 1987 began to recover
 
in August 1987. 
 It should be noted that the flour price was reduced in August
 
1987, from $22.31/bag to $19 .00/bag.
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FIGURE 5. Flour Production Rate of La Minoterie d'Haiti
 

The most significant impact on flour sales took place in September 1989 when 
sales decreased to 5,335 st. Flour sales increased to 7,913 st in October and
 
decreased to 7,287 st in November of the year.
same This drop in flour sales
 
was 
the result of the lack of flour to supply the market due to the shortage of
 
hard wheat to mill. Another factor could have been the increase in the sale
 
price of flour, from $21.00 to $23.00 per bag. However, this is an element hard 
to quantify because of the greater impact of the flour shortage on the market.
 
Also, the increase in fluui- cales in December to 11,020 st, only a 1,000 tons
 
less than the previous 2 years, stresses the wheat shortage as a major factor
 
in flour sales reduction more than anything else.
 

Figure 4 (from Table 3, Appendix I) indicates the pattern for flour sales volumes 
and flour production volumes for 1989. 
 The difference between production and
 
sales for a given month is the ending flour inventory for the mill that month
 
and/or flour purchases of LM. Figure 4 indicates how a larger ending inventory

for a given month is compensated by a reduction in production hours for the 
following month. In October the mill produced the largest amount of flour for 
the year, 12,290.80 st. 

The rate of flour production for the mill is presented in Figure 5, (from Table 
4, Appendix I) for the last 2 years. Flour production rate is a mill productiv
ity index. It is defined as the amount of flour (in short tons) produced per
hour of grinding done by the mill. 
The 1988 production rates are substantially
 
lower than the rates for 1989. The production rate for 1989 can be divided in
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three periods: (a) January-May with a production rate of 20.66 st/hr, (b) June-

July with a production rate of 21.50 st/hr, and (c) the August-December period

with a production rate of 20.09 st/hr. Obviously, the June-July period includes
 
the most productive months of the mill and the August-December period the least
 
productive. Again, the major factor 
in the lowest output for the last 1989
 
period could be the hard wheat shortage and the soft-hard wheat blending problems

at the end of 1989. To obtain the maximum output of a flour mill, it is
 
essential to have a continuous and uniform supply of wheat, a factor which was
 
not achieved in 1989.
 

Production Costs
 

The methodology used to study the production costs of LM was the same as 
the one
 
described in Section III of the team's August 1989 report (Flores and Reddy).

Appendix II presents the LOTUS 1-2-3 electronic spreadsheet template used in the
 
calculation of costs by system component. 
Two copies of the template were left
 
in Haiti, one with the mill's financial assistant and one in 
the USAID/PPS

office. 
This template uses the information presented in LM's monthly production

cost report. As in the August report, 
monthly reports were not questioned 

the v
at any 

eracit
time. It 

y and preciseness 
was not 

of the mill's 
the purpose of the 

KSU team to carry out an audit of the mill. 

Table 1 presents the summary of raw materials and production costs for the last
 
12 months (December 1988 to November 1989). 
These results are plotted in Figures

6, 7, and 9. Table I also includes an estimation of the mill's benefit per bag
 
of flour sold, including the millfeeds credit.
 

Figure 6 shows the variation in production and raw material costs for the last
 
12 months. The raw material cost shows two peaks: 
 one peak of $18.4/bag in May

and the other in September of $17.3/bag. Considering an average raw materials
 
cost 
for the 12 months under study, the raw materials cost consists of: (1)

93.03 percent for CIF wheat cost, (2) 6.04 percent for the cost of bags, and
 
(3) 0.93 percent for the cost of additives and packing thread. Excluding the

wheat cost, the bags cost has a relatively large impact on the 
raw materials
 
cost.
 

From December 1988 to August 1989, total production costs averaged $5.29/bag.

August production costs increased to $8
 .
 2 8/bag and in September they skyrocketed
 
to $31.7/bag as a consequence of the lack of hard wheat to process. 
 However,

due to the high output in the production of flour in October (12,290 st), the
 
production costs were only $4.63/bag for that month. 
 The average production
 
costs for the last 3 months of "regular" operation (August, October, and ^R
 
November) was $6.98 per bag. 
Figure 6 shows the large impact that a poor wheat
 
supply can cause in a milling operation.
 

Figure 7 shows the main components of production costs: 
 plant labor, adminis
trative and sales expenses, power costs, and maintenance costs. Considering an
 
average production cost for the 12 months under study (Table 1), 
this production

cost consists of: (1) 43.99 percent for plant laboi, (2) 29.26 
percent for
 
administrative and sales expenses, (3) 11.67 percent for power consumption, (4)

5.82 percent for maintenance, (5) 4.52 percent for interest, (6) 2.65 percent
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---------------

TABLE 1 

SUMMARY OF THE BENEFITS AND PRODUCTION COSTS BY SYSTEM COMPONENTS
 

($/bag of flour)
 

1988 1989
 
Item ..................................................................................................
 

Dec. Jan. Feb. March April May June July Aug. Sept. Oct. Nov.
 
...................-----------------------------------------------------------------------------------------------------------------------


PRODUCTION COSTS: 
Plant Labor 1.916 2.250 2.815 1.839 2.584 3.352 2.693 2.949 2.510 15.830 1.926 3.773 
Power consumption 0.664 0.655 0.651 0.748 0.648 0.823 0.880 1.358 0.756 2.850 0.659 1.087 
Maintenance 0.227 0.332 0.229 0.318 0.348 0.343 0.658 0.683 0.766 1.147 0.257 0.573 
Equipment renewal expense 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000 
Depreciation 
Interest 

0.376 
0.165 

0.520 
0.292 

0.579 
0.268 

0.392 
0.217 

0.469 
0.041 

0.021 
0.254 

0.021 
0.293 

0.022 
0.015 

0.021 
0.540 

0.163 
2.363 

0.030 
0.124 

0.060 
0.000 

Insurance 0.059 0.081 0.090 0.059 0.070 0.066 0.069 0.079 0.073 0.402 0.057 0.111 
Administrative and Sales Exp. 1.272 1.614 2.295 1.496 1.288 1.976 1.720 1.951 3.565 8.665 1.375 2.340 
Other plant expenses 0.018 0.041 0.047 0.020 0.074 0.064 0.038 0.008 0.045 0.244 0.192 0.101 

------------------------------------.--------.-------.----------------------


Sub-total 4.698 5.784 6.973 5.089 5.523 6.900 
 6.371 7.065 e.277 31.664 4.630 8.045
 

RAW MATERIAL COSTS:
 
Wheat cost CIF mill 8.793 12.284 12.795 13.321 14.775 17.353 12.788 11.466 12.453 15.729 12.831 11.710
 
Additives and packing thread 0.106 0.236 0.093 0.088 0.111 0.144 
 0.100 0.106 0.171 0.101 0.104 0.195
 
Bags 0.740 0.983 0.770 0.620 0.900 0.890 0.740 0.990 0.739 1.440 0.780 0.560
 

Sub-total 9.C39 13.503 13.658 14.030 15.786 18.387 13.628 12.562 13.363 17.271 13.716 12.465
 

TOTAL COST FOB MILL 14.337 19.287 20.631 19.119 21.309 25.287 19.999 19.627 21.640 48.935 18.346 20.510
 

FOB mill sale price 1/ 19.190 19.190 19.190 19.190 19.190 19.190 19.190 19.190 19.190 20.910 20.910 20.910
 

Benefit per unit produced 4.853 -0.097 -1.441 0.071 -2.119 -6.097 -0.809 -0.437 -2.450 -28.025 2.564 0.400
 

Millfeeds credit 0.937 0.805 0.788 0.946 0.968 0.938 0.998 0.958 0.954 -0.195 1.080 2.396
 

Total benefit per bag of flour 5.790 0.708 -0.653 1.017 -1.151 -5.158 0.189 0.521 -1.496 -28.220 3.644 2.796
 



32
 

30
 

28
 

26
 

24
 

22
 

a 20 

18 

16 

tn 14 
0 

U 12 

10 

8 

6 

4 

Dec. Feb. April June Aug. Oct. 

o PRODUCT I ON 
 + RAW MAT.
 

FIGURE 6. Production and Raw Materials Costs for La Mlnoterie d'Haiti (Dec. 1988
 
to Nov. 1989)
 

16
 

Is
 

1 PLANT LABOR
14
 

13 - ADHINISTRATIVE AND SALES COSTS
 

12
 o POWER
 

0 fMAINTENANCE 

- 10 

9 

8-

En 6 

U5 

4 

3
 

2 

lec. Feb. April June Aug. Oct.
 

FIGURE 7. Major Components of La Minoterie's Production Costs (Dec. 1988 to Nov.
 
1989)
 

9
 



for allocated depreciation, (7) 1.21 percent for insurance, (8) 0.88 percent for
 
other plant expenses, and (9) 0.00 percent for equipment renewal expense.
 

The items that deserve special attention with regard to production costs are
 
plant labor, administrative and sales expenses, and power consumption. In regard
 
to power consumption, the mill cannot do much but improve the power factor and
 
make energy production more efficient. This aspect was explored in detail in
 
Section IV of the August 1989 KSU report (Flores and Reddy), is also examined
 
in this section, and again in Appendix VIII). However, the plant labor,
 
administrative, and sales costs are items which require special attention to make
 
LM's operation more profitable.
 

As was indicated in the August report, the plant labor costs at LM tend to
 
fluctuate with production of the mill, performing more like fixed costs than
 
variable costs. Plant labor in a milling operation is a variable cost and should
 
be affected only by inflationary factors, without so many ups and downs following
 
the production inversely, as is the case for the September 1989 data (Figure 7).
 
These high plant labor costs are indicators of a very large permanent labor
 
force. Using temporary personnel in place of the large permanent force could
 
improve the mill's situation.
 

The second largest component of the production cost is the administrative and
 
sales expenses which reflects 29.26 percent of this cost. Figure 8 (from Table
 
5, Appendix I) shows the variation of total administrative and sales expenses
 
of LM. Since May, these costs show a decreasing trend with the exception of
 
August when the mill paid a bonus to its employees of $343,709.27. (In Figure
 
8, the plus sign in August indicates the administrative and sales expenses
 
without the bonus). The administrative and sales labor force constitute about
 
25 percent of the total permanent employees of LM, a high percentage for a flour
 
mill. Administrative and sales expenses are typical fixed costs that have a
 
constant total figure independent of the mill's production; therefore, an attempt
 
should be made to continue to reduce them.
 

Two factors were i.dentified as major elements in the high plant labor, and
 
administrative and sales costs: over staffing and high wages. Since GOH took
 
LM's operation from Maple Leaf in 1982, the number of the mill's personnel
 
increased to 882 (492 permanent and 390 temporary) in July 1989. Since then,
 
it has decreased to 768 (493 permanent and 275 temporary) in December 1989; more
 
than double the 1982 figure of 350. The minimum wage for permanent employees
 
at the mill is well above the standard minimum wage in Haiti. Also, at the
 
mill's board of directors level, the salary is $1,000 per month per director for
 
a one hour monthly meeting (January 1990). Therefore, the large permanent labor
 
force plus the salary scale are two of the major factors that make LM's
 
production costs so high.
 

There are many other sources from which the mill's management could reduce labor
 
and administrative costs. 
For example, the mill has been paying about $40,000.00
 
per month for technical assistance and professional services (about $0.20 per
 
bag of flour). Another source of high production costs is the overtime expenses.
 
For example, in November 1989, 23 percent of the direct labor of the mill was
 
overtime. Proper scheduling of all milling operations, including wheat supply,
 
could eliminate most of that overtime.
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Figure 9 shows the different allocations of the mill's accounting department for
 
depreciation and equipment renewal expenses. The proper depreciation allocation
 
only took place when the mill had a positive benefit per bag of flour (Table 1).
 
The equipment renewal expense has not been allocated during the 12 months under
 
study.
 

Flour Extraction Rates
 

Average daily extraction rates were collected for the last 6 months of 1989
 
(Table 6-B, Appendix I). These extraction rates were based on the "clean
 
tempered wheat to mill weight". As explained earlier (Flores and Reddy, 1989),
 
tempered wheat yield, otherwise expressed as extraction rate, is the only
 
accurate yield that can be calculated because of the lack of adequate scale
 
controls at LM.
 

Figure 10 (from Tables 6-A and 6-B, Appendix I) shows the extraction rates for
 
1989. It can be scen that the extraction rates fluctuated from 74.23 to 71.92
 
percent during July to December. It is also clear that the production schedule
 
was very irregular during these months. The very irregular situation regarding
 
the supply of wheat to the mill was probably the cause for this exceedingly
 
erratic performance. Production rates have fallen far below the July 1989
 
levels. It is a known fact that the mill's performance will peak out and stay
 
at higher levels only when the mill mixes are kept uniform and continuous as
 
possible for prolonged periods of time. When this condition is violated, it
 
will always cause erratic performance. Table 6-B (Appendix I) shows large gaps
 
of inactivity during these months and the mill ran only 4 days during September
 
1989 when it ran out of wheat.
 

LM is not equipped with adequate blending feeders to blend soft wheats and hard
 
wheats. Because of this, even after the mill received hard wheat shipments,
 
mill technirians were not able to blend the soft red winter wheats into hard
 
wheats uniformly and consistently. This resulted in continued confusion and
 
degradation of the mill's performance and extraction rates, because it is
 
continuously unbalanced due to the variation in the incoming wheat mix. The
 
importance of a well designed and adequate blending facility for wheat mixes,
 
especially under poor supply conditions, could be felt very strongly.
 

Milling Operations
 

Considerable effort was put into preparation of the conditions of the MOU
 
(Appendix III), both technical and administrative. These conditions, when
 
fulfilled, certainly would raise the efficiency level of LM. For the purpose
 
of this report, the present state of milling operations at LM shall be reviewed
 
with reference to the conditions established in the MOU.
 

Power Factor. As shown in Appendix VIII, the low power factor situation at LM
 
has not improved. The power factor in related electrical circuits connected to
 
the bank of D399 generators in the power plant ranges from 0.751 to 0.543. From
 
the table, it is evident that load distribution to the generators also needs to
 
be properly balanced.
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A power factor survey was 
instituted by the mill's management. Based on the

results of the survey, 
a power factor correction project is supposed to be

introduced as early as 
possible. But physical verification of this could not
 
be done during this visit to the mill.
 

Pneumatic Conveying. The condition of the mill's pneumatic system is 
in the
 
same general condition as reported in the August 1989 report (Flores and Reddy).

However, there is some evidence of repair work done to the lifts and elbows on
 
the first floor of the mill. As shown in 
the Appendix VI, at management's

request, the team made available documents with specific details and instruc
tions needed for the project to embark on correcting and improving the pneumatic

system. The minor repair jobs 
that have been executed are part of those
 
instructions. It is very important that this project be taken as a whole and

executed as such rather than as 
disjointed piece-meal repair work in order 
to
 
receive the full benefit of the increase in efficiency.
 

Many of the much needed spare parts and replacement parts for this project were
 
not even ordered at the time of the visit. 
It is necessary to treat the mill's
 
pneumatic system as 
a whole system (repair and balance as a whole system) in
order to achieve optimum benefits from the project. Any attempt to do piece
meal repair work will be wasted effort.
 

In the opinion of the team, about 5 to 10 percent of the total laid-out work for
 
the pneumatic system's revamping project 
has been carried out. The choke
 
conditions 
in the mill still exist and will continue to exist unless decisive
 
effort is put into this work.
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Safety and Sanitary Conditions. There is evidence of some repair work done to
 
the downgrade piping in the cleaning house as reported in November (Reddy, 1989).
 
The repair work done to the piping was aimed at containing the dust within the
 
system. But there is no evidence of any further repair work done beyond what
 
was observed during the October visit.
 

It is very important to reiterate that simply trying to cure the problem is not
 
enough. It is essential to prevent the dusty conditions and the leakages. Many
 
different items were listed specifically in the information given to management
 
as shown in Appendix V. The defunct second filter dust collector and the duct
work are still not in operation. There is evidence of more worn-out tubing and
 
ducts emitting grain and dust into the cleaning house. There is practically no
 
evidence of any improvements in the safety and sanitary conditions of the mill.
 
Even the repairs reported in the November report seem to have been abandoned.
 

Scale Control. The overall scale control procedures are at the July 1989 levels
 
except for the new 100-ton weigh bridge installed at the entrance for checking
 
load out weights against delivery receipts. This scale is fully operational
 
with a computer controlled identification system for the vehicles (loads). The
 
wharf scale and dump scale for millfeeds are still not operational. It was
 
reported that clean wheat to mill scale as well as the finished flour dump scale
 
were experiencing frequent breakdowns. It is not enough to say that scale
 
control is necessary at La Minoterie. It is fundamental for making the Minoterie
 
milling operations accountable and efficient. An inordinately long time is being
 
wasted in getting these scales back into operation. However, at the time of the
 
team's visit, it was reported that parts required for repairing the wharf scale,
 
which were purchased earlier, had arrived at the port.
 

"Scale control at LM simply does not exist. This situation constitutes the
 
major and most urgent problem to solve. Without an operating scale system, all
 
the mill's statistics and accounting system can be questioned at any time"
 
(Flores and Reddy, 1989).
 

Packing and Storage. The packing and warehousing operations are also being
 
performed in the same manner as was indicated in the August report. The counters
 
which were installed and running during the October visit are broken and are no
 
longer operational. It was also observed that a part of the warehouse roof over
 
the millfeeds storage area had collapsed and quite a few stacks of bags were wet
 
and moldy. The collapse of the warehouse roof has worsened the sanitary
 
conditions of this warehouse. Inventory control is still a matter of guesswork.
 
Uneven and unequal lots of bags make the inventory control very difficult. The
 
warehouse control methods need extensive review and update. The mill's general
 
director indicated his intentions to correct the problems in this area.
 

Flour Mill. Obviously there is work being done in the mill to improve the
 
extraction rate and mill load. It was reported that the millers, in consulta
tion with the French technical assistance team, were trying to consolidate some
 
sections of the sifter flow and roller mill surface allocation in order to free
 
some sifter and roll surface, and use the released capacity to achieve the
 
targeted increase in extraction rate and load. However, it was not possible
 
for the KSU team to comment on any improvement due to this action because of the
 
erratic running of the mill.
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Summary of Milling Operations. It is the team's conclusion that 
the mill's
 
management has accomplished very little toward major technical and administra
tive improvements. Except for the repairs done to the pneumatic system on the
 
first floor of the mill and partial work done to reflow the mill efficiently,

the remainder of the milling operations are being performed at pre-July 1989
 
levels. It is strongly recommended that the mill's management put in a more
 
concerted effort to fix and accomplish all the recommendations given earlier as
 
quickly as possible in order to make LM an efficient and profitable operation.
 

In addition to the earlier recommendations, the team recognizes the need for
 
bringing to the surface some more items which have gained importance in the list
 
of priorities to make LM efficient, safe, sanitary, and profitable. As discussed
 
earlier and as 
shown in Appendix VII, the necessity for implementing a project

to install a system of dosing feeders in the cleaning house tops this list. It
 
is very essential to have this project accomplished, in order to maintain a
 
uniform quality of flour going to market, especially now because blending softer
 
varieties of wheats with hard wheats has become 
a necessity.
 

The condition of the man lift being operated in the mill has deteriorated further
 
in the last 6 months. It is important to fix this man lift immediately in order
 
to avoid any serious personal injury to the mill's personnel.
 

The collapse of the roof over the millfeeds bags in the warehouse was caused by

the accumulation of the mixture of screenings and millfeeds that have leaked
 
from the cyclone systems installed over the roof. This situation was pointed

out to the management representative during the visit in October 1989. 
No action
 
has been taken to fix this condition. These cyclone receivers need to be
 
redesigned, repaired, replaced, and reinstalled elsewhere in order to avoid any
 
recurrence of problems of this nature.
 

The air pumps used for unloading the ships are in bad need of overhauling. It
 
was reported that they are operating at 50 percent of their original capacity.

Considerable savings in time, labor, and transportation costs could be achieved
 
if the ship unloading rates were improved.
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SECTION III
 

IA MINOTERIE'S COMPLIANCE WITH THE MEMORANDUM OF UNDERSTANDING
 

At the time of the KSU team's visit, the status of LM's compliance with the 
specific technical and administrative reforms as stipulated in the MOU items 
were as follows. A copy of the MOU is 
included in Appendix III.
 

Item 3.1: Power Factor Correction
 

This item of the MOU indicated that the mill shall accomplish the power factor
 
corr .ction to 0.9 by March 31, 1990. 
In this regard, there are indications that
 
the mill's engineers, in association with the French consultants, are trying to
 
accomplish this item.
 

Item 3.2: Temporary Labor Reduction
 

The MOU called for a temporary labor reduction, from 390 to 275, to be
 
accomplished by October 31, 1989. According to 
the information given by the
 
administrative and the financial directors of LM, this action has been
 
accomplished.
 

Item 3.3: Flour Extraction Increase
 

This item of the MOU indicated an increase in the mili's flour extraction, from
 
75.02 to 75.52 percent, to be accomplished by January 31, 1990. This action
 
has not been accomplished.
 

Item 3.4: Pneumatic System Improvements
 

Several improvements in the pneumatic system were 
supposed to be accomplished

by January 31, 1990. Out of the detailed 100 percent measures suggested to
 
increase the mill load, only about 10 percent of the work has been done. 
 The
 
detailed list of improvements in the pneumatic system is included in Appendix
 
VI.
 

Item 3.5: Reduction in Bags Cost
 

The MOU called for a reduction in the purchase cost of bags used in the mill by

September 30, 1989, or later if required by the existing contract. The previous
 
contract is still in effect until March 1990; 
however, the General Director,
 
Mr. Alix Lilavois, indicated that the 
contract terminated as of January 11,

1990, and a process of competitive bidding was going to be established in the
 
next contract.
 

Item 3.6: Administrative Costs Reduction
 

The MOU called for a reduction in the administrative and sales costs of up 
to
 
24 percent by September 30, 1989. The administrative costs used as a reference
 
is the average cost for the period of March-May 1989 indicated in the August

1989 KSU Report (page 48). As explained in Section II, the lack of hard wheat
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to process during September-October 1989 produced a wide 
variation in the
 
unitary costs; moreover, the administrative and sales costs have the character
 
of fixed expenses independent of the mill's production. Therefore, comparative

analysis was done based on the global administrative and sales expense figures
 
and using LM's monthly production cost reports.
 

The comparison of the total average administrative and sales costs for March-

May 1989 ($356,746.21) with the costs for September ($313,323.63) results in a
 
12.17 percent reduction, with October costs ($352,202.49) results in a 1.27
 
percent reduction, and with November costs results
($306,116.18) in 14.19
 
percent reduction. 
 In summary, the average total costs for the September-

November 1989 period ($323,880.77) results 
in a 9.21 percent reduction when
 
compared with the March-May period. Therefore, to achieve the 24 percent

requested by the MOU (based on the September-November average), LM still needs
 
to further reduce its administrative and sales 
costs by 14.79 percent of the
 
March-May 1989 average. However, important than a drastic
more rcduction in
 
administrative and sales expenses for 1 month, is 
a continuous trend to reduce
 
these costs, a trend that should be the result of a strategic plan of action by

the mill's management. 
The September through November administrative and sales
 
expenses figures indicate a decreasing trend but the team did not see any
 
strategy in this respect.
 

Item 4: Transfer of PL-480 Wheat Proceeds to GOH
 

The MOU called for transferring proceeds of the flour sales to GOH according to
 
a formula specified in item 4 of the MOU. 
Table 2 presents a rough estimate of
 
LM's proceeds for processing the PL-480 wheat, according to the formula
 
indicated in item 4 of the MOU. 
 It is the team's opinion that the determina
tion of the final proceeds should be based on of an
the results independent

audit that would define the exact amounts and applicable mill products sale
 
prices.
 

The MOU item 4 formula calls for "chaff" indicated in the Federal Grain
 
Inspection Service (FGIS) certificates of PL-480 wheat. 
The FGIS certificates
 
for PL-480 wheat shipments were not available in Haiti. However, 
the FGIS
 
certificates do not identify 
"chaff" as part of the items included in the
 
certificate. Perhaps, one interpretation of 'chaff" could 
be the dockage
 
content only, or the addition of the dockage content and the foreign material
 
indicated in the certificate. Although, at the time of writing Chis report the
 
certificates were not 
in the hands of the KSU team, for illustrative purposes

the maximum of 4 percent wqs assumed for the "chaff" estimate. Appendix IV
 
indicates all the calculations used step by step, so they can be used as a
 
sample for further estimations.
 

The proceeds are calculated after covering production costs and are 
presented

under the "gross revenue" column. A comparative analysis of the yield

estimation given by the MOU's formula and technical formula used in
the 
 the
 
milling industry is included in Appendix IV.
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-----------------------------------------------------

Item 6: Mill's Scales Repair
 

The MOU called for the mill's administration to develop a program to fix all the

mill's scales by November 1, 1989, and the wharf scale by September 1, 1989.
 
This item has not been accomplished, except for the 100-ton weigh bridge for
 
the load out of finish products which is fully operational.
 

TABLE 2
 

ESTIMATION OF LM PROCEEDS FROM THE PL-480 WHEAT
 
(AS OF JANUARY 16, 1990)
 

Month Wheat (st) (1) Production Costs LM's Gross
 
Processed Unprocessed Reduction ($/bag) Revenue ($)
 

October 17,042.5 
 0.09 3,655,637.31

November 8,537.3 
 0.40 1,870,970.43
 
December 12,885.3 
 0.40 2,823,845.40
 
January 10,328.2 
 0.40 2,263,450.60
 
January 9,362.0 
 0.40 2,051,705.48
 

Sub-total 48,793.3 
 9,362.0 12,665,609.22
 

Less adjustment for 15,000 bags of millfeeds sold at
 
$4.00/bag (2) 
 60,000.00
 
Less wheat cost (2) 
 10,579,005.48
 

Additional amount to be paid by LM to GOH 
 $ 2,026,603.74
 

All flour sales considered at $19.19 per bag (flour price when MOU
 
was signed) and the millfeeds at $8.00 per bag. Production cost
 
estimated at $7.221 per bag, the average for 
March-May 1989 which
 
includes: $5.802 for flour production cost, $0.513 for millfeeds
 
production cost at 2.734 flour/millfeeds rate, $0.793 for bags, and
 
$0.113 for additives and thread (Flores and Reddy, 1989). 
 Detailed
 
calculations in Appendix IV.
 

Sources:
 

(1) LM's Financial Division, unprocessed wheat is the estimation for
 
January 19-20, 1990 (production schedule prepared by LM's French
 
consultants).
 

(2) USAID/Haiti.
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Item 7: Improvement of Sanitary and Safety Conditions
 

The MOU called for an improvement in sanitary and safety conditions of the mill.
 
At the time of the team's visit, there was no improvement in the sanitary and
 
safety conditions of the mill.
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SECTION IV
 

FURTHER RECOMMENDATIONS TO IMPROVE MANAGERIAL AND
 
TECHNICAL OPERATIONS OF LA MINOTERIE
 

As was requested, the KSU team made the following technical and administrative
 
recommendations. Some of these recommendations follow the ones previously made
 
in the August and November 1989 reports. The recommendations are the results
 
of the analysis done 
in the previous secztions and are divided into: (1) a
 
strategic plan, and (2) specific measures. Some suggested target dates 
for

accomplishment of these recommendations are included. 
These reforms and their
 
target dates were discussed at the time of presenting them to the mil.'s general
 
director on January 19, 1990.
 

1. Strategic Planning
 

Management's main priority, 
in our opinion, should be the development and
 
implementation of a strategic plan to improve the mill's efficiency and reduce
 
its very high production costs. The mill's management, along with the mill's
 
technical bureau, should design a strategic plan to 
improve all operations of
 
the flour mill. This improvement plan must look for an efficient and effective
 
operation at all technical and administrative levels of the mill. 
The KSU team
 
understands that LM has a social impact on the Haitian labor force and labor cut
 
measures could produce negative 
effects; therefore, the transition 
to that
 
"efficient mill" should be planned carefully but carried out 
with strength.

However, the high production costs resulting from a large labor force and high

salary scale result in delivering an expensive product to the Haitian consumer.
 
The mill's production costs have 
an effect on the whole Haitian society, the

positiveness or negativeness of this effect will depend on how effectively the
 
mill's management and technical staff can bring them under control.
 

The level of profitability of the mill and the 
funds transferred to the GOH
 
treasury should be considered in 
terms of social benefits transferred by the
 
mill to the Haitian society, by producing a cheaper product of good quality, or
 
by the return on investment of the transferred funds. A good quality product

at 
a cheaper cosL could have a different impact on the Haitian society than a
 
more expensive product with more transfers to the GOH creasury. 
 Perhaps the
 
balance 
to consider is to study alternatives such as cheaper food for more
 
people versus the economic and social return on investments produced with the
 
funds transferred by 14 to COH. Because IM is 
a public organization, it is up

to GOH to evaluate the final destiny of the mill's future.
 
The mill's management should be able to draft a strategic plan by February 28,
 

1990.
 

2. Specific Measures
 

The following specific measures are divided into: 
(a) those that include the
 
items of MOU not fully accomplished, and (b) the new recommended measures.
 

A. Included in the August 1989, MOU:
 

21
 



1. 	 Power factor correction. To follow the findings of the power factor survey
 
and complete the project by March 31, 1990.
 

2. 	 Complete restoration of scale control. To be achieved as follows: wharf
 
scale by February 28, 1990, dirty wheat scale in cleaning house by April
 
30, 1990, wheat to mill scale by April 30, 1990, flour scale by April 30,
 
1990, and millfeed scale by April 30, 1990. Also, all other platform
 
scales, along with above major scales, to be maintained thereafter in good
 
working order.
 

3. 	 Increase flour extraction rate. To standardize the blending rates and to
 
increase the extraction rate gradually to 75.52 or higher. To be achieved
 
by February 28, 1990, or later, depending on the availability of hard
 
wheat.
 

4. 	 Repairs to the mill's pneumatic system according to detailed specifications
 
given. To be achieved by July 31, 1990.
 

5. 	 Improvement of the safety and sanitary conditions of the mill. To be
 
achieved as follows: man lift operating conditions by March 15, 1990,
 
cleaning house dust collector system by March 31, 1990, stop all leakages
 
from pipes and ducts by April 30, 1990.
 

6. 	 Reducti'on in bag costs by competitive pricing. To be achieved by March 1,
 
1990.
 

7. 	 Reduction in administrative and sales costs, 24 percent of the March-May
 
1989 general average. To be achieved by February 28, 1990.
 

B. New Recommended Measures:
 

1. 	 Begin a project to install blending feeders under the tempering bins to
 
generate the capability to produce uniform wheat blends. To be achieved
 
by April 30, 1990.
 

2. 	 Repair pneumatic pumps used in the wharf unloading system to restore the
 
original capacity to that system. To be completed by July 31, 1990.
 

3. 	 Redesigning and relocating of the millfeed-screenings transfer system to
 
the millfeed packing warehouse. To be achieved by March 15, 1990.
 

4. 	 Development and implementation of a pest control management program. To
 
be achieved by July 31, 1990.
 

5. 	 Red,iction of overtime expenses by proper production scheduling. To be
 
achieved by February 16, 1990.
 

6. 	 Rationalization of the expenses incurred for hiring professional and
 
consulting services. To be achieved by February 16, 1990.
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7. 	 Rationalization and reduction of the size of the permanent employee labor
 
force to about 350 people. To be achieved by April 30, 1990. Further
 
reductions should be planned as needed.
 

8. 	 Reduction of the mill's salary scale. 
 To be achieved by March 30, 1990.
 

9. 	 Improvement of the finished-product warehouse management operations. To
 
be accomplished by May 31, 1990.
 

23
 



SECTION V
 

CONCLUSIONS AND RECOMMENDATIONS
 

It is the 
team's conclusion that the mill's management has accomplished very

little toward compliance with the MOU. However, it was found that there was an
 
improvement in the following items: pneumatic conveying system, mill 
flow
 
modification aimed at increasing the extraction rate, procurement of parts for
 
the wharf scale renovation, reduction of temporary personnel, and an attempt to
 
reduce the administrative and sales expenses.
 

The mill's new management 
must concentrate its efforts on development and
 
implementation of a strategic plan to improve the mill efficiency and to reduce
 
its very high production costs. 
This plan must define the general and specific

objectives to be accomplished in the short-, medium-, and long-range planning

of the mill. 
The strategic plan must consider all the technical and administra
tive aspects of the mill, and it should be the result of a common effort by all
 
key personnel of the mill.
 

Because LM is a government organization, the role that COH can play in the
 
definition of a strategic plan is fundamental. GOH must give a clear indication
 
of the goals set for the mill.
 

The content of recommendations and observations indicated in the team's reports,

FFGI-KSU, No. 114 (Flores and Reddy, 1989) and No. 115 
(Reddy, 1989), are
 
significant and still valid. They must 
be studied and implemented without
 
further delay.
 

In addition, the following technical must
and administrative recommendations 

also be immediately addressed by the mill's management: 
 (1) installation of
 
feeders to properly blend soft and hard wheats under the tempering bins, (2) an
 
immediate 
order to fix the man lift so it will be safe to operate, (3) repair

of the pneumatic pumps and ship unloading system to increase the operating

capacity, (4) redesign and relocation of the cyclones located at the top of the
 
millfeeds packing warehouse, (5) immediate improvement of the finished products

warehouse management operations, (6) development and implementation of a pest

control management program, (7) reduction of overtime expenses, (8) rationaliza
tion of the professional and consulting services hired by the mill, (9)

rationalization and reduction of the size of the permanent employee labor force,
 
and (10) reduction of the mill's salary scale.
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APPENDIX f
 

PRODUCTION, SALES, AND FLOUR EXTRACTION DATA
 

~j, 



-----------------------------

-----------------------------------------

------------------ ------------------------------------

TABLE 1
 

NET PRODUCTION AND SALES (1989)
 

Month Total Net Production (s.t.)
 

Flour Millfeeds
 

Jan. 8,892.09 3,046.18
 
Feb. 8,048.61 2,621.91
 
March 11,981.69 4,004.45
 
April 11,593.46 4,386.30
 
May 10,338.58 4,044.60
 
June 10,244.9i 3,840.45
 
July 8,900.15 3,461.80
 
August 9,326.10 3,670.40
 
Sept. 1,735.70 700.85
 
Oct. 12,290.80 5,087.75
 
Nov. 6,279.65 2,444.70
 
Dec. 9,442.95 3,757.70
 

Source: Financial Division, La Minoterie
 
d'Hait.i
 

TABLE 2
 

NET FLOUR PRODUCTION OF LA MINOTERIE D'HAITI
 

Month 1989 
 1988 1987
 

(s.t.) (bags) (s.t.) (bags) (s.t.) (bags)
 
............------------------------------------------------------------------


Jan. 8,892.09 177,842 10,183.90 203,678 9,473.85 189,477 
Feb. 8,048.61 160,972 8,848.50 176,970 9,902.75 198,055 
March 11,981.69 239,634 10,226.00 204,520 7,439.65 148,793 
April 11,593.46 231,869 8,980.60 179,612 9,214.80 184,296 
May 
June 

10,338.58 
10,244.91 

206,772 
204,898 

10,926.40 
10,823.95 

218,528 
216,479 

8,531.50 
3,581.90 

170,630 
71,638 

July 8,900.15 178,003 10,509.75 210,195 4,040.90 80,818 
August 
Sept. 
Oct. 

9,326.10 
1,735.70 

12,290.80 

186,522 
34,714 

245,816 

10,199.80 
7,254.65 

10,105.69 

203,996 
145,093 
202,114 

5,185.00 
9,827.35 
7,974.60 

103,700 
196,547 
159,492 

Nov. 6,279.65 125,593 9,891.02 197,820 6,284.30 125,686 
Dec. 9,442.95 188,859 12,212.22 244,244 11,210.30 224,206 

Source: Financial Division, La Minoterie d'Haiti
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------------------ ------------------------------------

----------------------------------------------------

TABLE 3
 

NET FLOUR SOLD BY LA MINOTERIE D'HAITI
 

Month 1989 1988 1987
 

(s.t.) (bags) (s.t.) (bags) (s.t.) (bags)
 
................-----------------------------------------------------------


Jan. 8,518.05 170,361 8,628.80 12,576 8,651.15 173,023 
Feb. 9,717.80 194,356 8,477.35 169,547 9,594.45 191,889 
March 11,330.75 226,615 11,834.35 236,687 9,678.35 193,567 
April 11,757.90 235,158 10,600.90 212,018 8,759.40 175,188 
May 9,632.05 192,641 9,265.80 185,316 6,515.70 130,314 
June 9,079.00 181,580 10,010.40 200,208 4,633.15 92,663 
July 9,473.90 189,478 8,261.35 165,227 4,603.30 92,366 
August 11,936.65 238,733 10,988.50 219,770 4,832.35 96,647 
Sept. 5,335.10 106,702 8,044.60 160,892 7,021.95 140,439 
Oct. 7,913.70 158,274 9,805.55 196,111 9,041.60 180,832 
Nov. 7,287.60 145,752 8,967.95 179,359 8,657.90 173,158 
Dec. 11,020.35 220;407 12,230.70 244,614 12,141.15 242,823 

--- -- -== -- - - - = -- - =-- -- --------

Source: Financial Division, La Minoterie d'Haiti
 

TABLE 4
 

FLOUR PRODUCTION RATE OF LA MINOTERIE D'HAITI
 

Month 1989 1988
 

(hours) (st/hr) (hours) (st/hr)
 

Jan. 432.35 20.57 615.50 16.55
 
Feb. 395.20 20.37 532.55 16.62
 
March 576.00 20.80 617.00 16.57
 
April 553.15 20.96 546.15 16.44
 
May 502.35 20.58 661.20 16.53
 
June 487.05 21.03 617.20 17.54
 
July 405.20 21.96 606.05 17.34
 
August 461.50 20.21 624.40 16.34
 
Sept. 89.40 19.41 446.00 16.27
 
Oct. 594.35 20.68 583.30 17.33
 
Nov. 315.30 19.92 492.50 20.08
 
Dec. 467.30 20.21 577.30 21.15
 

Source: Financial Division, La Minoterie d'Haiti
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TABLE 5
 

ADMINISTRATIVE AND SALES EXPENSES OF LA MINOTERIE
 
(1988/89) 

Month Amount ($) 
----------------------------

December 323,725.57 
January 299,046.70 
February 384,963.72 
March 373,430.07 
April 271,084.21 
May 425,724.35 
June 367,131.26 
July 358,434.70 
August 707,890.44 * 
September 313,323.63 
October 352,202.49 
November 306,116.18 

* 	 Includes bonus to employees of 
$343,709.27 

Source: Financial Division, La Minoterie d'Haiti
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TABLE 6-A
 

FLOUR EXTRACTION RATES OF LA MINOTERIE D'HAITI
 

Daily Averages (1989) (%)
 
January February March April June
 

72.21 75.74 76.35 71.67
 
75.08 74.40 75.00 72.26
 
75.50 75.05 75.90 73.51
 
76.24 75.29 75.25 72.20
 
73.00 76.02 77.41 73.85
 
75.50 75.82 74.28 74.66
 
76.20 76.64 75.65 75.85
 
76.00 77.32 75.16 77.74
 
75.80 74.70 75.60 74.09
 
72.28 74.25 74.53 75.81
 
72.70 75.31 75.69 73.84
 
73.77 75.01 76.22 74.53
 
75.20 76.90 75.97 73.82
 
74.20 74.61 76.53 74.92
 
74.34 75.95 75.31 74.41
 
75.74 75.43 76.21 75.25
 
76.13 76.49 76.59 75.87
 
75.19 76.24 75.29 74.87
 
73.84 75.65 76.66 74.36
 
75.43 77.14 75.85 75.76
 

73.80 77.52
 
75.69 77.09
 
76.18 76.80
 
75.23
 
74.33
 
76.12
 
75.61
 
77..-42 

Number of Days 20 20 28 23 

Monthly Average 74.67 75.70 75.74 74.38 74.65 

Average Extraction Rate 75.02 

Source: Head miller's daily production report, La Minoterie d'
 
Haiti (Flores and Reddy, 1989).
 

36
 



--------------------------------------------------------

TABLE 6-B
 

DAILY AVERAGE FLOUR EXTRACTION RATES OF LA MINOTERIE
 

Day of Month 
 Month
 

July August September October November December
 
............-----------------------------------------------------------

1 73.21 69.66 74.10 70.16 
2 74.39 72.49 72.96 73.33 
3 75.14 70.57 
4 72.12 74.30 74.95 
5 73.86 75.81 72.43 
6 73.48 75.72 75.44 
7 74.92 73.44 73.70 
8 73.12 73.98 73.38 
9 71.73 75.31 74.17 

10 75.13 73.41 72.02 73.50 
11 74.52 73.41 74.12 73.88 70.99 
12 75.90 70.65 76.84 74.56 
13 75.01 72.53 74.67 74.30 
14 73.90 72.45 74.60 72.70 
15 74.16 71.67 74.68 73.71 
16 72.45 70.41 74.45 74.09 
17 73.82 70.95 
18 71.31 73.00 71.33 69.91 
19 72.07 73.38 71.47 70.49 
20 73.96 71.57 71.10 64.75 72.76 
21 77.45 71.06 70.84 69.50 73.87 
22 74.32 71.06 70.40 75.01 73.59 
23 72.09 68.05 69.53 70.34 
24 70.29 71.98 72.99 
25 73.41 72.23 73.17 
26 73.84 72.90 74.54 
27 75.21 70.79 69.85 72.04 68.54 
28 74.61 74.00 71.55 72.80 73.49 
29 75.49 74.51 72.28 72.77 73.65 
30 73.97 74.69 73.15 
31 71.90 

Average 74.23 72.99 
 71.92 72.00 73.07 72.75
 

Source: Head miller's daily production report, La Minoterie d'Haiti
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APPENDIX II
 

PRODUCTION COSTS TEMPLATE
 
(JANUARY 1990) 

-WON
 



-----------------------------------------------------------------------

PRODUCTION COSTS TEMPLATE
 

BY
 

DR. ROLANDO A. FLORES
 

KANSAS STATE UNIVERSITY
 
FOOD AND FEED GRAINS INSTITUTE
 

January 1990
 

File name: COSTEMP.WK1
 

Software: LOTUS 1-2-3, release 2.1
 

Template objective: To transform the production cost format of La Minoterie
 
d'Haiti into the production and raw materials format.
 

Template content: 	 Table 1. Production Costs Arranged and Charged to the Main
 
Product.
 

Table 2. Production Costs by Major Processing Components.
 

Template characteristics:
 

It is protected so only the data input cells 
can be changed, the other cells
 
cannot be changed.
 

Location of the tables in the template:
 

Table 1 in range Al..D57 and Table 2 in range A59..DI05.
 

Range names: Table 1 is TABLE-l, and Table 2 is TABLE-2.
 

Data input: 
 Column B for flour costs and column C for millfeed costs.
 

Location of the data input cells and description:
 

Column or Cell 
 Description
 
.............------------------------------------------------------------


B5 and C5 
 Month
 
Bll to B15, and CIl to C15 
 Direct costs
 
B18 to C18 
 Direct labor
 
B23 to B38, and C23 to C38 
 General Manufacturing Costs
 
B43 and C43 
 Total Bags Produced
 
B46 and C46 
 Administrative Expenses

B47 and C47 
 Financial Expenses
 
B52 and C52 
 Energy Sales
 
B91 and C91 
 Sale Prices
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-------------------------------------------------------------

TABLE 1
 

PRODUCTION COSTS ARRANGED AND CHARGED
 
TO THE MAIN PRODUCT LA MINOTERIE D'HAITI Cs)
 

November 1989 Nov. 89
 

Item 
 Flour Millfeeds Total
 

DIRECT COSTS
 
*Wheat 1,459,718.88 0.00 1,459,718.88
 
Freight and insurance 10,999.16 
 0.00 10,999.16
 
Additives 13,209.62 0.00 13,209.62
 
Bags 70,332.08 24,866.14 95,198.22
 
Pack-thread 
 11,303.37 4,945.30 16,248.67
 

Sub-total 
 1,565,563.11 29,811.44 1,595,374.55
 
Direct labor 448,654.51 18,693.94 467,348.45
 

Total direct costs 2,014,217.62 48,505.38 2,062,723.00
 

GENERAL MANUFACTURING COSTS
 
Indirect labor 
 25,150.50 0.00 25,150.50
 
Social charges 0.00 0.00 
 0.00
 
Mill rent 
 0.00 0.00 
 0.00
 
Power plant maintenance 21,453.44 
 0.00 21,453.44
 
Mill maintenance and repair 58,366.31 0.00 58,366.31
 
Facilities maintenance 4,697.50 
 0.00 4,697.50
 
Small materials and tools 
 810.00 0.00 
 810.00
 
Parts and accessories 113.40 
 0.00 113.40
 
Mill depreciation 7,560.85 315.04 
 7,875.89
 
Mill insurance 13,969.04 0.00 13,969.04

Maintenance products 8,006.04 
 0.00 8,006.04
 
Fumigation products 4,246.55 
 0.00 4,246.55
 
Laboratory products 518.40 
 0.00 518.40
 
Fuel and lubricants 117,211.11 4,883.80 
 122,094.91


**Various production costs 7,882.35 
 0.00 7,882.35
 
Equipment renewal 
 0.00 0.00 
 0.00
 

Sub-total general manuf. 269,985.49 5,198.84 275,184.33
 

SUB-TOTAL PRODUCTION COSTS 2,284,203.11 53,704.22 2,337,907.33
 
Production (bags) 125,593 45,854
 
Unitary cost ($/bag) 18.19 
 1,17
 
Administration and sales 293,871.53 12,244.65 306,116.18
 
Financial costs 
 0.00 0.00 0.00
 

TOTAL PRODUCTION COSTS 2,578,074.64 65,948.87 2,644,023.51
 
Unitary product, cost ($/bag) 20.53 
 1.44
 
Electric energy sales income 
 2,112.00 88.00 2,200.00
 

* Includes storage charges. 
** Includes education tax. 
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------------------------------------------------------

TABLE 2
 

PRODUCTION COSTS BY MAJOR PROCESSING COMPONENTS
 
LA MINOTERIE D'HAITI l/
 

(S/bag)
 
November 1989
 

Item -------------------------


Flour Millfeeds
 

PRODUCTION COSTS: 
Plant Labor 3.773 0.408 
Power consumption 1.087 0.105 
Maintenance 0.573 0.000 
Equipment renewal expense 0.000 0.000 
Depreciation 0.060 0.007 
Interest 0.000 0.000 
Insurance 0.111 0.000 
Administrative and Sales Exp. 2.340 0.267 
Other plant expenses 0.101 0.000 

Sub-total 8.045 0.786 

RAW MATERIAL COSTS: 
Wheat cost CIF mill 11.710 0.000 
Additives and packing thread 0.195 0.108 
Bags 0.560 0.542 

Sub-total 12.465 0.650 

TOTAL COST FOB MILL 20.510 1.436 

FOB mill sale price ** 20.910 8.000 

Sale price - Total cost 0.400 6.564 

Millfeeds credit / flour bag 2.396 

Total benefit per bag of flour 2.796 

l/For a description of the items included under each
 
classification see Technical Assistance Report No. 114,
 
Kansas State University,Food and Feed Grains Insti
tute, August 1989.
 

** This price has the tax already deducted. 
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CELL FORMULAE OF THE SPREADSHEET COSTEMP.WKI
 

Table 1
 

Al: PR [W30] 'Table 1. Production Costs Arranged and Charged to the Main Product 
B2: PR 'La Minoterie d'Haiti 
C4: PR '($) 
D4: PR ^($) 
B5: U ' November, 1989 
D5: U ANov., 89 
B6: PR \-
C6: PR '----------

D6: PR '....... 
A7: PR [W30] AItem
 

B7: PR AFlour 

C7: PR AMillfeeds 
D7: PR ATotal 

A8: PR [W30] \-
B8: PR \-
C8: PR \-
D8: PR \-
A1O: PR [W30] 'DIRECT COSTS 
All: PR [W30] ' *Wheat 
BlI: U 1459682.88+36 
ClI: U 0 
DlI: PR +Bll+Cll 
A12: PR [W30] Freight and insurance 
B12: U 10999.16 
C12: U 0 
D12: PR +B12+C12 
A13: PR [W30] ' Additives 
B13: U 13209.62 
C13: U 0 
D13: PR +B13+C13 
A14: PR [W30] ' Bags 
B14: U 70332.08
 
C14: U 24866.14
 
D14: PR +B14+C14
 
A15: PR [W30] ' Pack-thread 
B15: U 11303.37
 
C15: U 4945.3
 
D15: PR +B15+C15
 
A17: PR [W30] ' Sub-total 
B17: PR @SUM(B15..Bll)
 
C17: PR @SUM(CI5..Cll)
 
D17: PR @SUM(DI5..Dll)
 
A18: PR [W301 ' Direct labor 
B18: U 448654.51
 
C18: U 18693.94
 
D18: PR +B18+C18
 
A20: PR [W30] 'Total direct costs
 
B20: PR +BI8+BI7
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C20: PR +C18+C17
 
D20: PR +Dl8+D17
 
A22: PR [W30] 'GENERAL MANUFACTURING COSTS
 
A23: PR [W30] ' 

B23: U 25150.5 
C23: U 0 
D23: PR +B23+C23 
A24: PR [W30] ' 

B24: U 0 
C24: U 0 
D24: PR +B24+C24 
A25: PR [W30] ' 

B25: U 0 
C25: U 0 
D25: PR +B25+C25 
A26: PR [W30] ' 

B26: U 21453.44 
C26: U 0 
D26: PR +B26+C26 
A27: PR [W30] ' 

B27: U 58366.31
 
C27: U 0
 
D27: PR +B27+C27
 
A28: PR (W30] 

B28: U 4697.5
 
C28: U 0
 
D28: PR +B28+C28
 
A29: PR [W30] 

B29: U 810
 
C29: U 0
 
D29: PR +B29+C29
 
A30: PR [W30] 


B30: U 113.4
 
C30: U 0
 
D30: PR +B30+C30
 
A31: PR [W30] 

B31: U 7560.85
 
C31: U 315.04
 
D31: PR +B31+C31
 
A32: PR [W30] I 

B32: U 13969.04
 
C32: U 0
 
D32: PR +B32+C32
 
A33: PR [W30] 

B33: U 8006.04
 
C33: U 0
 
D33: PR +B33+C33
 
A34: PR [W30] 

B34: U 4246.55
 
C34: U 0
 
D34: PR +B34+C34
 
A35: PR [W30] 


Indirect labor
 

Social charges
 

Mill rent
 

Power plant maintenance
 

Mill maintenance and repair
 

Facilities maintenance
 

Small materials and tools
 

Parts and accessories
 

Mill depreciation
 

Mill insurance
 

Maintenance products
 

Fumigation products
 

Laboratory products
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B35: U 518.4 
C35: U 0 
D35: PR +B35+C35 
A36: PR [W30] ' Fuel and lubricants 
B36: U 117211.11 
C36: U 4883.8 
D36: PR +B36+C36 
A37: PR [W30] ' **Various production costs 
B37: U 7882.35 
C37: U 0 
D37: PR +B37+C37 
A38: PR [W30] Equipment renewal 
B38: U 0 
C38: U 0 
D38: PR +B38+C38 
A40: PR [W30] ' Sub-total general manuf.
 
B40: PR @SUM(B38..B23)
 
C40: PR @SUM(C38..C23)
 
D40: PR @SUM(D38..D23)
 
A42: PR [W30] 'SUB-TOTAL PRODUCTION COSTS
 
B42: PR +B40+B20
 
C42: PR +C40+C20
 
D42: PR +D40+D20
 
A43: PR [W30) ' Production (bags)
 
B43: (,0) U 125593
 
C43: (,0) U 45854
 
A44: PR [W30] ' Unitary cost ($/bag)
 
B44: PR +B42/B43
 
C44: PR +C42/C43
 
A46: PR [W30] ' Administration and sales
 
B46: U 293871.53
 
C46: U 12244.65
 
D46: PR +B46+C46
 
A47: PR [W30) ' Financial costs 
B47: U 0 
C47: U 0 
D47: PR +B47+C47 
A49: PR [W30] 'TOTAL PRODUCTION COSTS 
B49: PR +B47+B46+B42 
C49: PR +C47+C46+C42 
D49: PR +D47+D46+D42 
A50: PR [W30] 'Unitary product. ;ust ($/bag) 
B50: PR +B49/B43
 
C50: PR +C49/C43 
A52: PR [W30] 'Electric energy sales income 
B52: U 2112 
C52: U 88 
D52: PR +B52+C52 
A54: PR [W301 \= 
B54: PR \-
C54: PR \-
D54: PR \= 
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A55: PR [W30] '* Includes storage charges. 
A56: PR [W30] '** Includes education tax. 

Table 2
 

A60: PR [W30] 'Table 2. Production Costs by Major Processing Components 
A61: PR [W30] " La Minoterie d'Haiti l/ 
B63: PR "($/bag) 
B64: PR +B5 
A65: PR [W30] AItem 

B65: PR \-
C65: PR ' -----------
B66: PR AFlour 
C66: PR AMillfeeds 

A67: PR [W30] \-
B67: PR \-
C67: PR ' -----------
A69: PR [W30] 'PRODUCTION COSTS: 
A70: PR [W30] 'Plant Labor 
B70: (F3) PR (BI8+B23+B24)/B43 
C70: (F3) PR (C18+C23+C24)/C43 
A71: PR [W30] 'Power consumption 
B71: (F3) PR (B36+B26-B52)/B43 
C71: (F3) PR (C36+C26-C52)/C43 
A72: PR [W30] 'Maintenance 
B72: (F3) PR (B27+B28+B29+B30+B33)/B43
 
C72: (F3) PR (C27+C28+C29+C30+C33)/C43
 
A73: PR [W30] 'Equipment renewal expense
 
B73: (F3) PR +B38/B43
 
C73: (F3) PR +C38/C43
 
A74: PR [W30] 'Depreciation
 
B74: (F3) PR (B31+B25)/B43
 
C7/,: (F3) PR (C31+C25)/C43
 
A75: PR [W30] 'Interest
 
B75: (F3) PR +B47/B43
 
C75: (F3) PR +C47/C43
 
A76: PR [W30] 'Insurance
 
B76: (F3) PR +B32/B43
 
C76: (F3) PR +C32/C43
 
A77: PR [W30] 'Administrative and Sales Exp.
 
B77: (F3) PR +B46/B43
 
C77: (F3) PR +C46/C43
 
A78: PR [W30] 'Other plant expenses
 
B78: (F3) PR (B35+B34+B37)/B43
 
C78: (F3) PR (C35+C34+C37)/C43
 
B79: (F3) PR "----


C79: (F3) PR "----


A80: PR [W30] ' Sub-total
 
B80: (F3) PR @SUM(B78..B70)
 
C80: (F3) PR @SUM(C78..C70)
 
A82: PR [W301 'RAW MATERIAL COSTS:
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A83: PR [W30] 'Wheat cost CIF mill
 
B83: (F3) PR (BllIBl2)/B43
 
083: (F3) PR (Cll+C12)/C43 
A84: PR [W30] 'Additives and packing thread 
B84: (F3) PR (BI3+BI5)/B43 
C84: (F3) PR (C13+C15)/C43 
A85: PR [W30] 'Bags 
B85: (F3) PR +B14/B43 
C85: (F3) PR +C14/C43 
B86: (F3) PR ....... 
C86: (F3) PR "-------
A87: PR [W30] ' Sub-total 
B87: (F3) PR @SUM(B85..B83) 
C87: (F3) PR @SUM(C85..083) 
A89: PR [W30] 'TOTAL COST FOB MILL 
B89: (F3) PR +B80+B87 
C89: (F3) PR +C80+C87 
A91: PR [W30] 'FOB mill sale price ** 
B91: (F3) U 23-2.09 
C91: (F3) U 8 
A93: PR [W30] 'Sale price - Total cost 
B93: (F3) PR +B91-B89 
C93: (F3) PR +C91-C89 
A95: PR [W30] 'Millfeeds credit / flour bag 
B95: (F3) PR +C93*C43/B43 
A97: PR [W30] 'Total benefit per bag of flour 
B97: (F3) PR +B93+B95 
A99: PR [W30] \-
B99: PR \-
C99: PR \-
A100: PR [W30] '1/ For a description of the items included under each 
A1OI: PR [W30] ' classification see Technical Assistance Report No. 114,
A102: PR [W30] ' Kansas State University, Food and Feed Grains Institute, 
A103: PR [W30] ' August 1989. 

** This price has the tax already deducted. 
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APPENDIX III
 

MEMORANDUM OF UNDERSTANDING
 
(AUGUST 1989)
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MEMJRANDUM OF UNDERSTANDING
 

This Memorandum of Understanding, dated August 7, 1989, between the
Government of Haiti, the Minote'-ie, and USAIDAaiti is signed pursuant to thePL-480 Emergency Title II Transfer Authorization signed on August 3, 1989 by
the Haitian Minister of Planning and External Cooperation and the Director ofUSAIDA-aiti. 
The following actions related to the operations of the

Minoterie d'Haiti (flour mill) are hereby agreed upon:
 

1. The flour products processed by Minoterie from the wheat donated under
this program will be sold at prices set by the G(l. 
 Such prices shall be not
 
less than prices currently in effect.
 

2. The GCa agrees to implement a program of management improvements at the
 
Minoterie d'Haiti, which will emphasize cutting costs, maximizing revenues

and generally increasing efficiency. The goal of this reform program is to
eliminate the current losses of the Minoterie as rapidly as possible. 
Toward

this end, the GCH also confirms its intent to announce, by August 15, 1989,
 
an increase in wheat short prices by up to $4.00 per 100 pound bag, thus
 
raising the price to $8.00 per 100 pound bag or to the market clearing price,

whichever is less, effective October 1, 1989.
 

3. The table below sets forth the specific technical and administrative
 
improvements that the GG- agrees to undertake, the date by which each
improvement will have been effected, and the estimated dollar impact of each 
measure per 100 lb. bag of flour produced, as defined by the team of experts
from the Food and Feed Grains Institute, Kansas State University, in their
 
July, 1989 study of the Minoterie.
 

SUMMARY OF TE.INICAL
 
AND ADMINISTRATIVE REORMS ($/bag of flour)
 

Action 
 To be Achieved by: Estimated Amount:
 

Power factor correction to 0.9 March 31, 1990 $ 0.15 

Temporary labor reduction 0.12
 
from 390 to 300 
 September 30, 1989
 
.from 300 to 275 
 October 31, 1989 
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Increase in flour extraction 
rate (from 75.02 % to 75.52J, 

January 31, 1990 0.10 

Improvements in pneumatic system January 31, 1990 0.27 
(5% mill load increase) 

Estimated reduction in bag costs 
(competitive pricing) 

September 30, 1989 
(or later if required 

0.15 

by existing contract) 

Reduction in administrative costs September 30, 1989 0.28 
(24% general average) 

Total savings due to technical 
administrative reforms: 

and $ 1.07 

4. All proceeds of sale by the Minoterie for both flour and' shorts andmillfeed produced from wheat donated by the USG shall be deposited to thespecial account in an amount calculated by the following formula until such
time as scales at wharf and plant are available: the gross weight in Mr of
wheat loaded at U.S. Port, multiplod by 75.02a, multiplied by not less than
the current price of flour ex Minoterie, minus current prcluction costs per
CWF as adjusted by the technical and administrative reforms agreed to in theMOU, plus the gross weight in Mr of wheat loaded at U.S. Port multiplied by
24.98 less the chaff estimate of up to 4 (with specific numbers provided by
the Federal Grain Inspection Service after delivery) multiplied by up to US$8.00 per C17;per paragraph 2 above. After scales at wharf and plant are
available, the formula changes as follows: rather than gross weight loaded in
U.S., use gross weight of cleaned wheat.
 

5. A.I.D. has the right to audit GOI 
and Minoterie d'Haiti accounts to verify
reported wheat milling costs. 
All records of the (X- and Minoterie d'Haiti
 
accounts involved in wheat milling will be made available to A.I.D.. or its
designee, upon request. 
Separate records are to be maintained on this USG

donated wheat and its products. 

6. 
 The GOH agrees that all scales for the weighing of wheat, flour, and
mill feed at the plant shall be fixed and kept in good working order for aslong as PL-480 wheat is provided to Haiti. The Minoterie program to fix all
scales shall be expedited, with all work to be completed 
no later than
November 1, 1989 and the scale at the wharf to be operational no later than
 
September 1, 1989.
 

7. The GCH shall improve sanitary and safety conditions at the mill.
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APPENDIX IV
 

ESTIMATION OF FLOUR YIELD FROM A WHEAT LOT 

'
 



ESTIMATION OF NET INCOME FROM A WHEAT CARGO
 

The purpose of this Appendix is to illustrate the application of the formula
 
described in item 4, MOU, resulting in Tables 2 and ES-I. Also, a detailed
 
explanation of the technical formula used in the milling industry follows the
 
description and sample calculation of the MOU item 4 formula. 
 A comparative

case is presented with its sample calculations for the technical formula and the
 
MOU item 4 formula.
 

Estimation of the Mill's Net Income According to Item 4. MOU
 

The formula indicated 4n item 4, MOU, has the 
following drawbacks: (1) the
 
units are not consistent, (2) it does not consider the sale of screenings, (3)

the formula defines one 
loss term called "chaff" included in the FGIS certifi
cate for a wheat shipment, (4) the term 'chaff" is not indicated in the FGIS
 
wheat certificates, (5) it does not consider milling losses due 
to moisture
 
loss, and (6) it does not consider initial and tempering moisture contents of
 
the wheat.
 

The flour and millfeeds sale prices used are based on the following criteria:
 
(1) thj millfeeds sale price used was the price agreed by 
0OH in item 2, MOU,

and (2) the flour sale price used was the sale price at the time of signing the
 
MOU. It is the team's opinion that the determination of the final proceeds

should be based on the results of an independent audit that would define the
 
exact amounts and applicable mill products sale prices.
 

The production cost 
per bag of flour used in the estimate was $7.221, the
 
average production cost found for the March-May 1989 period. 
The unitary cost
 
per bag of flour includes: (a) $5.802 for the production cost of one bag of
 
flour, (b) $0.113 for additives and thread, (c) $0.793 for bag cost, and (d)

$0.513 for the manufacturing of millfeeds at a ratio of 0.366 bags of mil].feed
 
per bag of flour manufactured (Flores and Reddy, 1989, pages 19 and 48).
 

In the estimation of L14 proceeds from flour and millfeeds sold and manufactured
 
with PL-480 wheat, the application of improvements to production costs were
 
defined as follows:
 

1. 	 Labor reduction $0.12/bag:
 

1.1 	 $0.09/bag starting in October 1, 1989, resulting from the 78 percent
 
reduction in temporary labor (from 390 to 300).
 

1.2 	 $0.03/bag starting in November 1, 1989, resulting from the 22 percent

left for temporary labor reduction (from 300 to 275).
 

2. 	 Administrative and sales costs reduction of $0.28/bag: It was thought
that this date could be moved from September 30 to October 31, 1989, 
due to the lack of wheat to process in September. 

In summary, the application of improvements to production costs in the
 
estimation of proceeds from PL-480 wheat is: 
 $0.09/bag for wheat processed in
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October, and $0.40/bag (0.09+0.03+0.28) for wheat processed from November 1,
 
1989 through January 31, 1990.
 

Description of MOU Item 4 Formula. The following is the technical interpre
tation of the KSU team of the formula described in item 4 of the August 1989
 
MOU. The procedure described here was the one used to estimate the payment of
 
LM to GOH indicated in Tables 2 and ES-l, Section III and Executive Summary, of
 
this report. To describe the estimation of the net income from a wheat cargo
 
the following nomenclature is used:
 

W - size of the cargo (mt)
 
FE = estimated flour extraction from clean tempered wheat (%)
 
F - amount of flo,,r produced from cargo (mt)
 
P - "chaff", it could be assumed to be the non-millable material in the cargo,
 

such as dockage plus foreign material from the FGIS certificate (%) 
M - millfeeds produced (mt) 
FS - flour sale price ($/cwt) 
M, = millfeeds sale price ($/cwt) 
FS - flour sales proceeds ($) 
MS - millfeeds sales proceeds ($) 
PC - unitary production cost of flour including millfeeds ($/cwt) 
IC - improvements in production costs ($/cwt) 
PC = production costs ($) 
WC - total cost of wheat cargo ($) 
NI - net income from cargo processed ($) 

The amount of flour produced is:
 

F W * FE/ 100 [1] 

where FE is equal to 75.02 percent.
 

The amount of millfeeds produced is:
 

M - W * (100 - FE - P) / 100 [2] 

where P cannot exceed 4.00 percent.
 

The proceeds from flour sales are:
 

FS - F * (22.046) * F, [3]
 

The proceeds from millfeeds sales are:
 

MS - M * (22.046) * M, [4] 

Total production costs are:
 

PC - F * (PC - I C) * (22.046) [5] 

The flour mill's net income is:
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NI - FS + MS - PC - WC [6]
 

Sample Calculation. Characteristics of wheat cargo:
 

W - 17,042.5 st - 15,460.85 mt
 
FE - 75.02 % 
P - 4.0 % (maximum allowed)
 
F, - 19.19 $/cwt ($/bag) 
M. - 8.00 $/cwt ($/bag)
 

PC - 7.221 $/cwt ($/bag)
 
IC - 0.09 $/cwt ($/bag) 
WC - $ 3,159,071.52
 
NI - ?
 

The amount of flour produced is calculated using equation [1]:
 

F - 15,460.85 * 75.02 / 100 - 11,598.73 mt
 

The amount millfeeds produced is calculated using equation [2]:
 

M - 15,460.85 * (100 - 75.02 
- 4.0) / 100 - 3,243.69 mt
 

Proceeds from flour sales are calculated using equation [3]:
 

FS - 11,598.73 * 22.046 * 19.19 
- $ 4,906,990.49
 

Proceeds from millfeeds sales are calculated using equation [4]:
 

MS - 3,243.69 * 22.046 * 8.00 - $ 572,083.12
 

Total production costs are calculated using equation [5]:
 

PC - 11,598.73 * (7.221 - 0.09) 
* 22.046 - $ 1,823,436.65
 

The flour mill's net income is calculated using equation [6]:
 

NI - 4,906,990.49 + 572,083.12 
- 1,823,436.65 - 3,159,071.52 = $ 496,565.44 

Technical Estimation of the Net Income From a Wheat Cargo
 

Description of the technical formula was 
included in Appendix V of the team's
 
August 1989 report (Flores and Reddy). The preciseness of a theoretical
 
estimation of flour yield from a whea': 
cargo depends on the correction factors
 
used to adjust the estimation to actuai conditions. These factors depend on the
 
type of machinery used to process grain, adjustment of that machinery, losses
 
in the system, type of labor used in the 
process, environmental conditions,

specifications and characteristics of the wheat cargo, uniformity of the grain

cargo under study, wheat storage time, tempering time, and other factors that
 
affect the specific operation.
 

To obtain adjustment factors, the operation under consideration must have good
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historical records of the process or an independent study should be carried out
 
to determine them. The application of the model described in the 
following

equations should have the above factors 
in consideration, otherwise, a range

should be specified for the estimated results. 
 For a rough estimation, the

correction factors could have unitary value. 
The non-millable material included 
in a cargo could be assumed to be the dock.6e content (%) plus the foreign

material content (%). 
 The milling losses to be considered are the ones caused
 
by moisture loss during wheat processing.
 

To describe the technical estimation, the following additional nomenclature is
 
used:
 

We - clean wheat in the cargo (mt)
 
W - amount of wheat that goes to first break (it)

Sc - screenings or material removed in the cleaning process (mt)

MCI - moisture content of the cargo (X)

MC - moisture content of the wheat after tempering (%)

Di - dry matter content of the cargo (%)
 
Df - dry matter content of the wheat after tempering (%)
 
YD - dirty wheat yield (%)
 
Cn - correction factor for a given stage of the process
 
n - 1,2,...,m; is the process stage
 
P - non-millable material in the cargo (%)
 
I - milling losses (%)
 
I4 - milling losses (mt)
 

Screenings are calculated as follows:
 

Se - W * P * C, / 100 
 [7]
 

The amount of clean wheat in the cargo is calculated as follows:
 

W - W - Scc [8] 

Dry matter contents are calculated as follows:
 

DI - 100 - MCI [9] 

Df - 100 - MCf [10]
 

The amount of wheat that goes to milling (first break) is calculated as follows:
 

Wt- W. * DI * C2 / D [11] 

Milling losses are calculated as follows:
 

14 - * 1 / 100 [12] 

The amount of flour produced fiom the cargo is:
 

F - (Wt * FE * C3 / 100) - L4 [13] 
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Millfeeds produced are:
 

M - - F - F + Sc [14]
 

Dirty wheat yield is calculated as follows:
 

YD "F * 100 / W 
 [15]
 

Proceeds from flour sales are:
 

FS - F * (22.046) * F. [16]
 

Proceeds from millfeeds sales are:
 

MS - M * (22.046) * M, [17]
 

Total production costs are:
 

PC - F *(PC - Ic) * (22.046) [18]
 

The flour mill's net income is:
 

NI - FS + MS - PC - WC [19]
 

Sample Calculations Using the FGIS Dockage and Foreign Material as Non-Millable
 
Material. The following cargo characteristics are used to determine the mill's
 
net income under (I) the technical approach, and (II) under 
the MOU item 4
 
formula. Characteristics of the cargo:
 

W - 17,042.5 st - 15,460.85 mt
 
MCI - 12.0 %
 
MCI - 14.0 %
 
FE - 75.02 %
 
Cn - 1.0 
P - 1.0 % (dockage) + 0.20 % (foreign material) - 1.20 % 
I -3.0%
 
F, - 19.19 $/cwt ($/bag) 
M - 8.00 $/cwt ($/bag) 
PC - 7.221 $/cwt ($/bag) 
IC - 0.09 $/cwt ($/bag)
 
WC - $ 3,159,071.52
 
NI - ?
 

I. Using the technical approach
 

Screenings are calculated using equation [7]:
 

Sr - (15,460.85) * (1.20) * (1.0) / 100 - 185.53 mt 

The amount of clean wheat in the cargo is calculated using equation [8]:
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W, - 15,460.85 - 185.53 - 15,273.32 mt
 

Dry matter ccntents are calculated using equations [9] and [10]:
 

D, - 100 - 12.0 *- 88.0 Z
 

D, - 100 - 14.0 - 86.0 %
 

The amount of wheat that goes to 
milling (first break) is calculated using
 
equation [11]:
 

- (15,273.32) * (88.0) * (1.0) / 
 (86.0) - 15,630.56 mt
 

Milling losses are calculated using equation [12]:
 

L - (15,630.56) * (3.0) / 100 - 468.92 mt
 

The amount of flour produced from the cargo is calculated using equation [13]:
 

F - ((15,630.56) 
* (75.02) * (1.0) / 100) - 468.92 - 11,257.13 mt
 

Millfeeds produced are calculated using equation [14]:
 

M - 15,630.56 - 11,257.13 - 468.92 + 185.53 
- 4,090.01 mt
 

The dirty wheat yield is calculated using equation [15]:
 

YD - 11,257.13 * 100 / 15,460.85 - 72.81 %
 

Proceeds from flour sales are calculated using equation [16]:
 

FS - 11,257.13 * 22.046 * 19.19 
- $ 4,762,472.26 

Proceeds from millfeeds sales are calculated using equation [17]: 

MS - 4,090.01 * 22.046 * 8.00 = $ 721,346.89 

Total production costs are calculated us.ng equation [18]: 

PC - 11,257.13 * (7.221 - 0.09) * 22.046 - $ 1,769,733.70 

The flour mill's net income is calcvlated using equation [19]: 

NI - 4,762,472.26 + 721,346.89 - 1,769,733.70 - 3,159,071.52 - $ 555,013.93 

II. Using MOU formula, item 4
 

The amount of flour produced is calculated using equation [1]:
 

F - 15,460.85 * 75.02 / 100 - 11,598.73 mt 

The amount of millfeeds produced is calculated using eq- ation [2]: 
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M - 15,460.85 * (100 - 75.02  1.20) / 100 - 3,676.59 mt 

Proceeds from flour sales are calculated using equation (3]:
 

FS - 11,598.73 * 22.046 * 19.19  $ 4,906,990.49
 

Proceeds from millfeeds sales are calculated using equation [4]:
 

MS - 3,676.59 * 22.046 
* 8.00 - $ 648,432.83
 

Total production costs are calculated using equation [5]:
 

PC - 11,598.73 * (7.221 
- 0.09) * 22.046 - $ 1,823,436.65 

The flour mill's net income is calculated using equation [6]: 

NI - 4,906,990.49 + 648,432.83 - 1,823,436.65 - 3,159,071.52 - $ 572,915.15 

The net income estimation of the formula in item 4, MOU, is $17,901.22 larger

than the technical estimation, considering 
the initial data given. If the

moisture content, milling 
losses, dockage and foreign material change, the

variation in comparative results vary accordingly. For theoretical estimations

of the mill's net income, it is better to use the technical approach described.
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APPENDIX V
 

EXISTING OPERATIONAL PROBLEMS AT LA MINOTERIE
 

(JULY 1989)
 



EXISTING OPERATIONAL PROBLEMS AT LA MINOTERIE D'HAITI
 
WHICH NEED IMMEDIATE ATTENTION FROM MANAGEMENT
 
(Given to LM's management on July 25, 1989)
 

1. MILL CHOKE-UPS IN PNEUMATIC LIFTS
 

a. 	 Causes lots of material to drop out of lifts.
 
b. 	 Unnecessary labor to bag up and send for choke feeding.
 
c. 
 Also causes quality problems.
 
d. 
 Also affects the mill's capacity since every choke-up will cause
 

delays in the mill's load pickup.
 

REASONS FOR CHOKE-UPS
 

6th floor:
 

a. 	 Pneumatic lifts are not connected straight.
 
b. 
 Do not have rubber gaskets and clamps properly positioned and
 

tightened.
 
c. 	 Pipes connecting the cyclones to the elbows are 
loose and crooked.
 

5th floor:
 

a. 	 Quite a few inspection glasses on the lift pipes are broken. 
Gaskets
 
and clamps are also loose.
 

b. 	 Grounding strips are missing.
 

3rd floor:
 

a. 
 Pipes and elbow joints are crooked.
 

1st floor:
 

a. 
 Many of the elbows are made by joining two pieces of 45 degree elbows
 
instead of using long-sweep 90 degree elbows.
 

SOLUTIONS:
 

a. 	 Straighten all connections in the lift pipe systems.

b. 	 Buy new 2-bolt compression couplings and gaskets and replace the
 

existing clamps.
 
c. 	 Buy new inspection glasses and grounding strips 
and replace the
 

existing.
 
d. 	 Replace the 1st floor elbows with 90 degree long-sweep elbows.
 
e. 
 Introduce "filter sock cleaning mechanism inspection procedures" and
 

keep the filters working at 100 percent efficiency.
 
f. 	 Buy and replace missing parts 
in the pneumatic pickups on the 1st
 

floor.
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NOTE:
 

When accomplished, this action will eliminate the excessive static pressure

drops and loss of air volume due to 
leaks and will get rid of the choke
ups. The mill could be balanced properly.
 

2. 	LEAKAGE OF DUST AND WHEAT
 

Causes unsafe and unsanitary conditions.
 

REASONS:
 

6th floor and 5th floor:
 

a. 	 Too many pipes with holes.
 
b. 	 Pipe joints are loose.
 
c. 	 Inspection doors on elevator heads 
are 	being left open.

d. 	 Inspection doors on chutes to bins from conveyors are being left open.

e. 
 Bin 	top inlet hatch openings are fitted with loose wooden lids.
 
f. One of the two main filter systems in the Cleaning House is not 

operating. 
g. Aspiration duct systems are in disorder. Some trunks are disconnect

ed and are being left open.
h. 
 Dry 	stoner involutes and cyclones are worn out and leaking.

i. 
 A lot of cleaning house equipment has been taken out of the system but
 

pipe connections to them have not been properly blocked off.
 

SOLUTIONS:
 

a. 	 Keep all inspection doors closed.
 
b. 	 Repair all pipe connections.
 
c. 	 Fit the bin top hatch openings with dust-tight metal frames with lids.
d. 	 Reconnect aspiration ducts and bring the filter system into operation. 
e. 	 If it is decided that equipment is unnecessary, remove it from the 

floors. 
f. 
 Replace all worn-out parts (cyclone cones, etc.).
 

NOTE:
 

When accomplished, this action will reduce the 
risk of dust explosions
 
(eliminate) and minimize cleaning chores.
 

3. 	LACK OF CONTROLS OVER WHEAT RECEIVING AND USAGE
 

REASON:
 

a. 
 Wharf 	scale is not working.
 
b. 	 Dirty wheat scale in the mill is 
not 	working.
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RESULTS IN:
 

1. 	 No accurate knowledge of the quantity of wheat 
received into the
 
silos.
 

2. 	 No accurate knowledge of the quantity of dirty wheat received and used
 
in the mill.
 

SOLUTION:
 

a. 
 Fix or replace both scales immediately.
 

NOTE:
 

When accomplished, these scales will be used as control points. 
We will be
 
able to monitor the wheat received inito the silos with the wharf scale and
 
know the exact quantity. We will be able to calculate the "Dirty Wheat
 
Yield" which is an 
important tool to monitor mill profitability. We will
 
be able correlate the "Extraction Rates" with actual profits.
 

4. 
NO CONTROL OVER SON DU BLE PRODUCTION
 

REASON:
 

a. 	 No scale is operating in the son du blb system of the mill.
 
b. 	 No check weigh scale in the packing line of son du bl&.
 
c. 	 No counter is operating in the son du bl& packing line to record the
 

number of bags packed.
 

CAUSES:
 

1. 
 No 	control or knowledge of the exact quantity of mill feed production
 
or 	packing.
 

SOLUTION:
 

a. 	 Fix the dump scale in the son du bl 
 line of the mill immediately and
 
install a check weigh scale 
as well as a mechanical counter on the
 
packing line.
 

5. 	NO CROSS CHECKING ON THE FLOUR PACKED
 

REASON:
 

a. 	 No mechanical or electronic counter to register the total number of
 
bags packed.
 

CAUSES:
 

1. 	 No cross checking with the mill flour dump scale readings.

2. 	 When flour is bypassed over the flour dump scale, there is no
 

accountability of the 
flour produced except manual counting of bags
 
in the stacks.
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SOLUTION:
 

a. 	 Get a mechanical counter installed on each flour packing line and on
 
the common belt conveyor to record the actual number of bags packed
 
on each shift.
 

6. SOME MINOR PROBLEMS IN THE MILL
 

a. Floor leak near the flour bulk bin area.
 

SOLUTION: Install a pressure relieving system for all flour bins.
 

b. Wobbling of Allis Chalmer roll system line shaft.
 

SOLUTION: Change bearings and re-align.
 

c. 
 Hand hole covers are missing.
 

SOLUTION: Replace.
 

d. Two-way valves are left with one open end.
 

SOLUTION: BLock all unused pipe ends.
 

e. 
 Belt guards are missing.
 

SOLUTION: Replace.
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APPENDIX VI
 
SPECIFIC RECOMMENDATIONS TO IMPROVE THE MILL PNEUMATICS
 

(OCTOBER 20, 1989)
 



NECESSARY STEPS TO BE TAKEN TO FIX THE PNEUMATIC SYSTEM
 
LA MINOTERIE D'HAITI
 

(Given to LM's management on October 20, 1990)
 

Capacity of the #1 Bk pneumatic fan was checked as a starting point in the
 
overall analysis of the mill pneumatics with the necessary equipment taken from
 
KSU. It was calculated that the fan could process 12,560 CFM of air at 34.5"
 
water column static pressure. A demonstration was given to the mill's technical
 
personnel (millers) as to the methods involved in checking the mill's pneumatic

lifts. It was reported that after similar measurements, the other three
 
pneumatic fans registered similar capacities.
 

These basic investigations cleared at least one matter of great concern, i.e.
 
the overall static pressure conditions in the mill's pneumatic system might not
 
meet requirements. The consensus was that the fans are running at relatively

acceptable performance levels. This has cleared the way for the next priority

in the program -- revamping the mill's pneumatic system. 
The pneamatic system

is losing a lot of air volume through numerous leaks as explained earlier. The
 
static pressure of the system also iE affected by various losses due to bad
 
maintenance. 
When this pneumatic system revamping project is accomplished, it
 
will enable the millers to increase the overall load to the mill. 
This will be
 
accomplished due to increased air volume 
capacity and elimination of choke
 
conditions experienced in the lifts at the present time. 
 The bad static
 
pressure losses will be eliminated.
 

LIST OF MATERIALS THAT ARE TO BE PURCHASED IMMEDIATELY
 

1. 18" long 2itot tube (1/4") One
 
2. Magnehelic gauge 0 - 50 " range One
 
3. 6" long Pitot tube (1/8") One
 
4. Magnehelic gauge 0 - 2 " range 
 One
 

(These instruments 
are necessary to measure and make needed adjustments to the
 
pneumatic system on a regular basis.)
 

SYSTEM COMPONENTS TO BE PURCHASED AS QUICKLY AS POSSIBLE
 

1. Long-sweep elbows: 
 To replace the existing, incorrectly fabricated elbows
 
(1st & 6th floors)
 

2. Acrylic inspection tubes of all necessary sizes.
 
3. Morris couplings - 2-bolt compression type with grounding strips and 

neoprene rubber gaskets of all sizes.
 

COURSE OF ACTIONS TO TAKE (in order of priority)
 

1. 
Replace the crooked elbows on the 1st and 6th floors with long-sweep elbows
 
as soon as possible.
 

75
 



a. 	 First floor: When installing the new long-sweep elbows, extend one
 
end of the elbow by welding a straight piece of tube so when it is put

in place, it can be rigidly fixed to the supporting grid frame. O1ice
 
fixed, the elbow should never 
be moved from that position. Also,

drill three one-inch holes on the heel of the elbow to compensate for
 
minor 	fluctuations in pressure. The one-inch holes are covered with
 
neoprene rubber gasket rings.
 

In the event of a heavy choke in the lift, the Morris coupling that is
 
used to fasten the extended side of the elbow connected to the horizontal
 
tubing i.e., fixed to the supporting grid, is loosened and the choke is
 
cleared.
 

But the practice of not loosening the elbow coupling, except 
to clear
 
heavy chokes, should be enforced strictly.
 

2. 	All couplings should be replaced with 2-bolt Morris compression couplings

in order to stop leaks at the joints.
 

3. 	All broken inspection glasses should be removed and new 
inspection tubes

with 	proper rubber gaskets and tube 
clamps should be installed. If
 
affordable, it is better to use 2-bolt compression couplings here also.
 

4. 	All unnecessary bends (change of directions) and twists in the lift lines

need to be rliminated. 
Wherever feasible, the length of the horizontal runs

should be n,-de as short as possible. (There are quite a few extra long

horizontal runs in the mill).
 

5. 	The vertical run of the lifts from the 2nd floor to the 6th floor should be

kept truly vertical. At present, there is too much drift from the vertical
 
in almost all vertical lifts. Poor design of the brackets used to clamp

these vertical runs in place is the major 
cause 	of this problem. These
 
brackets have to be modified so they are rigidly fixed to 
the wall and

provide a truly vertical clamping surface. All the corresponding lift tubes

should then be realigned and reclamped in a truly vertical position.
 

6. 
Repair or replace the badly banged-up pneumatic cyclones wherever necessary
 
in the system.
 

7. 	After all the above mentioned jobs are completed, balance the mill's
 
pneumatic system to distribute air from all the pneumatic fans efficiently
 
across 
the 	system in order to derive maximum efficiency.
 

8. 
If the air to cloth ratio built into the system design is higher than 10:1,

the efficiency of the filter 
system will be reduced accordingly, making

frequent cleaning of the socks essential. Further study in th-s regard is

needed in order to determine if it is the case LM. If the
at 	 above

conditions do exist, then it should corrected
be 	 or adjusted before
 
embarking on balancing the system.
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SOME EXAMPLES OF THE TYPICAL PROBLEMS IN THE PNEUMATIC LIFTS
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 Good
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APPENDIX VII
 

FEEDER SYSTEM DIAGRAM AND SPECIFICATIONS FOR WHEAT BLENDING
 
(JANUARY 1990)
 



INSTALLATION OF DOSING FEEDERS UNDER THE TEMPER BINS AT LA MINOTERIE
 
(Given to LM's management on January 19, 1990)
 

1. 
Bins #10, #8, #6, #5, #4, and #2 have a combined capacity of 398.26 short
 
tons. 
 These bins require six dosing feeders.
 

2. Smaller bins #30, #29, #28, and #27 
could be grouped and connected to one

feeder. These bins have a combined capacity of 70.0 short tons.
 

3. Also, smaller bins #26, 
#25, #24, and #23 could be grouped and connected to
 
one feeder. These bins have a combined capacity of 70.0 short tons.
 

Together, the above bins hold 538.26 short tons of wheat.
 

4. Minimum of eight dosing feeders 
will be needed to improve the blending
 
capability of the cleaning house.
 

5. 
Bins #10, #8, #4, and #2 could be used for one variety of wheat. Bins #5

and #6 could be used for another variety. Smaller bins #30, #29, #28, #27,
 
#26, #25, #24, 
and #23 could be used for yet another type of wheat.
 

6. All the above bins should be fitted 
with gates. Choice of manual,

pneumatic, and electrical gates is available.
 

7. After dosing, wheat from bins #30, #29, 
#28, #27, #26, #25, #24, and #23,

will be collected from the feeders by collection conveyors.
 

8. 
The new Merchen Feeders already purchased and kept in the storeroom could
 
be very useful in this application. 
It is better to temper the different
 
varieties of wheat to 
different temper moistures as practically required,

and allow the tempered wheat to reach equilibrium moistures separately.

These tempered wheats 
could then be blended through the dosing feeders.
 
When this project is implemented, LM will have a temper bin capacity of 500

short tons with eight dosing feeders, and will be able blend three different
 
types of wheat into any mill mix.
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APPENDIX VII
 

TYPICAL POWER FACTOR ANALYSIS
 



---------------------------------------------------------------

TYPICAL POWER FACTOR ANALYSIS (1:30 P.M., 1/15/90)
 

P(k.w.) V(volts) I(amps) S(KVA) Q(KVAR) tan @ cos @
 

425 467 700 
 566 374 0.879 0.751
 

510 467 900 728 
 519 1.017 0.701
 

510 467 980 
 793 607 1.191 0.643
 

400 467 910 
 736 618 1.545 0.543
 

S - (P**2 + Q**2)**0.5 cos ( - Power Factor
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