Memo of Transmittal
Berry Pick’n Foods

To:
Mr. Grene Spears, Vice President

From:
Ms. Information Overload, Plant Manager io
Date:
February 25, 2002

Subject:
Conveyor System Recommendation Report


In response to your February 5 email regarding the 2000 and 2001 production rates at the Troutdale plant, I have prepared the attached formal recommendation report.  
I received considerable help from the Troutdale plant’s assistant manger, Need My Job.  He was able to bring me up to speed on the situation at the plant, and he provided select information that I’ve used in this report.  
This report discusses the results of my research regarding production at the Berry Pick’n Troutdale plant.  I first researched the background and current situation at our Troutdale plant.  Then I considered three conveyor systems to replace the current one.  I have also figured the cost of replacing the current conveyor system when compared with the total cost of operating each of the considered systems.  

Based on the cost projections, over the next twenty years, investing in a new conveyor system will save Berry Pick’n Foods at least one million ($1,000,000) dollars.  I recommend that we replace our current B-1 conveyor system with a new SureCan conveyor system.  

I’ve enjoyed the challenge of learning so much about the Troutdale plant operations, and I feel that this knowledge will help me make our Troutdale plant a valuable part of Berry Pick’n Foods.  

If you would like to discuss or review any of the information presented in this report, please contact Mr. Job or myself.  I am usually near my phone weekdays from noon to 5 pm.  I also check my email each time I return to my desk.  

I look forward to the next berry-picking season.  I can be reached at:  ioverload@berrypickn.com

(503) 987-5544

Conveyor System Recommendation Report
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Prepared for: 
Grene Spears, Berry Pick’n Vice-President

Prepared by: Information Overload, Berry Pick’n Troutdale Plant Manager
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Executive Summary

In response to an email from Grene Spears, regarding the 2000 and 2001 production rates at the Troutdale plant, I have prepared the attached formal recommendation report.  I’ve researched the current production situation at Berry Pick’ns Troutdale processing plant.  
The B-1 conveyor system that is currently in use at the Berry Pick’n Troutdale processing plant has been down an average of 20 hours per month over the past two 4 month season.  This downtime has cost Berry Pick’n Foods $160,000 dollars.  
Based on cost projections, it will cost over $2.7 million to operate the current B-1 conveyor system over the next twenty years.  Based on the same projections, investing a new conveyor system will save over one million ($1,000,000) dollars.  I show estimated cost projections in figure 1. Based on the history provided by the Troutdale maintenance department, I also do not believe that the B-1 conveyor system will continue to function at all for much longer.
Figure 1:  20 year Cost Projection
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I’ve concluded that that our current conveyor belt system should be replaced with a new conveyor belt system.  I recommend we replace our B-1 conveyor system with a SureCan conveyor system.  

 Introduction

This report discusses the results of the Troutdale processing plant staff’s research into the recent production at the Berry Pick’n Troutdale plant.  The three conveyor systems researched are the Canny Mover®, the Continuous Can® and the SureCan®.  The current conveyor system, the B-1, is also included for comparison.  Based on the results of staff research, we make a formal recommendation to purchase a new conveyor system.  

Scope

The scope of this report contains information on how the Troutdale staff researched and compiled this report.  

We first researched the background and current situation at our Troutdale plant.  Then we considered three conveyor systems to replace the current one.  We considered these three systems because:

· These are the most economical conveyor systems that meet the plant’s requirements.

· Each manufacturer is a large national company.  

· Each manufacturer has parts distributors in the Troutdale area.

· Each manufacturer has a large client base in the Troutdale area; 17 current processing plants and 2 new plants under construction.  

· Each manufacturer can install the new system before June 1 this year.  

Report Organization

This report contains the following sections:
· Background

· Plant Requirements

· Model Comparison

· Cost Comparison

· Installation Costs

· Worker’s Compensation Costs

· Operational Costs

· Twenty Year Cost Estimate

· Recommendation

The next section discusses the history of the Troutdale processing plant, especially the past 2 seasons.  

Background

The background in this report is based on the previous two years of production as reported by the assistant plant manger, Need My Job.  This report provides information for each conveyor belt system based on:

· Capabilities

· Safety

· Price

We currently use a German B-1 model conveyor system at our Troutdale processing plant.  This conveyor breaks down twice a month on average, during each month of our 4-month seasons.  Each breakdown requires an average of 10 hours to repair the system, during which production must stop.  Each hour of downtime costs $1,000.

Replacement parts for the B-1 are no longer available and our stockpiled parts have been depleted.  During the last two seasons, the maintenance crew has been repairing individual parts or piecing together parts from other systems to keep the conveyor functional.  When component that we are unable to repair does fail, we will be unable to replace it. 
The next section briefly discusses the requirements of the Troutdale processing plant.  
Plant Requirements

This section discusses the requirements for any conveyor belt system used at the Troutdale plant.  

The conveyor belt system must:

· Be able to handle 30 pound cases or heavier

· Be able to move 6,500 cases per hour, at a belt speed of 20 miles per hour.  

· Have a 56 inch or less total conveyor assembly width 1
Each of the new models that we considered meets or exceeds the specifications for the Troutdale plant.  

Model Comparison

This section compares the specifications of each model of conveyor system discussed in this report.  

We currently use the B-1 conveyor system in our Troutdale processing plant.  We also considered replacement 3 systems from different manufacturers.  The three systems are:

· The Canny Mover

· The Continuous Can Electric Conveyor System

· The SureCan Roller Conveyor System 7

Table 1 compares the specifications of the B-1 and each new system. 
Table 1:  Conveyor systems specifications.  


B-1
Canny Mover2
Continuous Can3
SureCan4

Maximum Cases (per hour)
3,000
6,500
7,000
6,500

Speed 

(miles per hour)
5
20
25
20

Maximum Weight 

(in pounds per case)
30
60
125
70

Conveyor Belt Assembly Width (inches)
48
42
36
54

Each new model considered will meet the current Troutdale processing plant’s needs.  

The next section compares the cost of the B-1 compared to each new model.  

Cost Comparison

This section calculates the costs of the B-1 conveyor system currently in use at the Troutdale plant.  It compares that cost with the costs of each of the three new conveyor systems we considered.  The cost projections are broken up into three sections:

· Purchase and installation costs

· Worker’s Compensation Insurance

· Seasonal Operating Costs

The cost estimates are based on a 2 years of records operating the B-1.  Unforeseeable or emergency expenses such as flooding or inflation have not been figured into the estimates.  So that we could complete the report quickly, we did not consider training costs.  

All costs in all tables are calculated in US dollars.  

Installation Costs

The figures are based on a standard installation.  These are one-time cost estimates for installing one new system.  Since we already have a B-1 in production, it does not require any initial installation costs.  All figures are calculated in US dollars.

Table 2:  Initial installation costs in US dollars.  


B-1
Canny Mover
Continuous Can
SureCan

Purchase Price
0
90,000
70,000
130,750

Installation
0
7,500
5,000
10,000

Initial Costs
$0
$97,500
$75,000
$140,750

Worker’s Compensation Costs

Each cost in this table is calculated for one season, June 1 – September 30.  We pay a base rate of $50,000 for Worker’s Compensation Insurance, to which a premium based on reported injuries is added.  The insurance premium we pay increases by $5000 for every reported injury5.  A reported injury is any injury that requires a trip to the hospital and results in the employee being off work for three or more days.  All figures are calculated in US dollars.  
Table 3: Worker’s Compensation Insurance Costs in US dollars.  


B-1
Canny Mover
Continuous Can
SureCan

Unreported Injuries
NA
7
2
9

Reported Injuries
.4
2
2
1

Insurance Premium 
2,000
10,000
10,000
5,000 

Total Insurance w/ Premium
$52,000
$60,000
$60,000
$55,000

Operational Costs

Each cost in this table is calculated for one season, June 1 – September 30.  Downtime costs are calculated at $1,000 per hour.  The repair cost includes the cost of parts.  Product damage is calculated at $20 per case.  The base rate of insurance is $50,000, to which a premium is added based on the injuries reported per season.  All figures are calculated in US dollars.  
Table 4:  Operational cost per season of each system in US dollars.  


B-1
Canny Mover
Continuous Can
SureCan

Downtime Costs
80,000
23,000
24,000
24,000

Repair
3,630
3,000
3,500
4,000

Maintenance
250
500
400
600

Product Damage
 0
40
100
40

Electricity
1,700
800
700
840

Total Cost:
$85,580
$27,340
$28,700
$29,480

6 

The next section discusses the projected costs of operating each system for the next twenty years.  

Twenty Year Cost Estimate

This section compares the estimated costs of operating each system of the next twenty years.  Unforeseeable expenses such as emergencies or inflation have not been figured.  

Table 5 shows the projected costs for operating each model for the next twenty years.  The cost is figured at one season per year. All costs are calculated in US dollars.  
Table 5:  20 year cost projection in US dollars.  


B-1
Canny Mover
Continuous Can
SureCan

Downtime Costs
1,600,000
460,000
480,000
480,000

Repair
72,600
60,000
70,000
80,000

Maintenance
5000
10,000
8000
12,000

Product Damage
 0
800
2000
800

Electricity
34,000
16,000
14,000
16,800

Insurance w/ Premium:
1,040,000
1,200,000
1,200,000
1,100,000

Total Cost:
$2,751,600
$1,746,800
$1,774,000
$1,689,600

Conclusions

Based on the data in the discussion section, I conclude that:

Based on the repair history, the age of the B-1, and the reports from the Troutdale maintenance group, I do not believe that the B-1 will remain operational for 20 more years.  If it does continue to function, the B-1 will cost $2,751,600 to operate it for the next twenty years.  

Investing in a new SureCan will save $1,062,000 dollars (US dollars) over the B-1 over the next twenty years.  Based on my projections, the SureCan will cost only $1,689,600 to install and operate for twenty years.  

Although the SureCan costs $43,250 more initially than each of the other conveyor systems considered, it has only half the reported injuries of the other new systems.  Each reported injury results in a hospital visit and an employee being off work for 3 days.  Each reported injury also adds $5000 to our yearly insurance premium.   

If we install a new SureCan conveyor system before the 2002 berry season, then we can avoid downtime costs during the installation.  To install a new SureCan, I will need a purchase order for $140,750 written to SureCan Incorporated.  I must begin the purchase before April 17.  

Recommendation

I recommend purchasing and installing the SureCan conveyor system before June 1, 2002, based on the information presented in the Conveyor System Recommendation Report.  
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