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United Slates Federal Grain P.O. Box 96454
Department af Inspectian Washington, DG
Agriculture Service 20090-6454

December 1, 1988
Honorable E (Kika) de la Garza
Chairman, Cormittee on Agriculture
House of Representatives
Waghington, D.C. 20515

Honorable Patrick J. Leahy

Chalrman, Committee on Agriculture,
Nutrition, and Forestry

Unitad States Senate

Washington, D.C. 20510

Dear Mr. Chajirman:

In compliance with the United States Grain Standards Act, as amended, the
Federal Grain Inspection Service (FGIS) submits ita fiscal year 1988 Annual
Report to Congress. This report includes a descriptive summary and an
evaluation of FGIS' principal program activities with financial and statistical
data, where appropriate. The report alsoc evaluates the FGIS internal
accounting control system and the compliance with applicable ststutes and
regulations. Further, the effectlveness of the national ilnapection and
welghing system 1s evaluated as part of the report.

Public Law 100-518, enacted Qctober 24, 1988, extended through September 30,
1993, the authority contalned in section 155 of the Omnibug Budget
Reconciliation Act of 1981 and Public Law 98-469 to charge and collect
inspection and weighing fees including administrative and aupervisory costs;
extends the authority to invest user fees 1in interegt-bearing accounts or
United States Government debt instruments; authorizes appropriations for
standardization, compliance, snd international monitoring activities; and
expands the industry advisory committee to 15 members. The law also requires
the Secretary to conduct a study of the effects of including dockage with
foreign material as a grading factor for wheat and report on the reaults of
that study to Congress not later than Jume 1, 1989,

Highlights of FGIS activities for fiscal year 1988 includet
e Continued emphasis on Equal Employment Opportunity initiatives;
e Development. of the agency's first long-term strategic plan;

¢ Increased emphasis on the delivery of high-quality service to producers and
{ndustry; and

e Participation in foreign buyer education projects in conjunction with
producer market development programa,

The Federal Grain Inspection Sarvice

15 an agency of ha
Linted States Dapartment of Agriculture




Honorable E (Kika} de la Garza
Honorable Patrick Leahy -2-

The report on the Study of Uniform End-Use Value Tests, as required by the
Graln Quality Improvement Act of 1986, was published on June 21, 1988. The
report ldentified that the 0fficial U.S. Standards for Grain provide impeortant
information. However, additional quality tests are needed by end users of
grain. FGIS 1s researching different testing methodclogles to determine what
new quality criteria may be Included in the grain standards. Implementation
strategy includes reviewing and developlng testing methodoleogles to provide
simple, timely, and cost-effective tests which provide repeatable results.

FCIS' operating revenues during flscal year 1988 were $34.5 million, with
obligations of $31.1 million, ylelding a positive net operating margin of $3.4
million. The total revenues included interest of $32%,000 on investments. The
revolving fund closed the fiscal year with an unobligated balance of $14.5
millicn.

Total revolving fund program obligations {actual operations} of $3l.1 million
for this fiscal year were $1.7 million above last year's level of $29.4
millicn. Administrative and supervision costs represented 32 percent of total
program costs, which is below the statutory limit of 40 percent. Approepriated
obligations of approximately $6.8 million plus revolving fund obligations of
$31.1 million totaled $37.9 wmillion, $1.7 million over fiscal year 1987 total
program obligations. The operating budget for fee-supported activities ended
the fiscal year at 82 percent of the total obligations.

Effective June 10, 1988, FGIS increased its fees by 103 to 134 percent for
official inspecticn, welghing, and appeal inspection services performed on U.S.
grain in Canadian ports. This increase 1s intended te cover, as nearly as
practical, the FGIS costs of providing such services.

The FGIS Advisory Committee continues to play an important rele in providing
relevant advice to the Administrator on the programs and activities cof FGIS.
During the past fiscal year, the full Committee met quarterly and held two
gsubcommittee meetings. The committee addressed such issues as the
lmplementation of the Grain Quallty Improvement Act of 1986, uniform loading
plans, wheat protein, deceptive practices, sorghum damage and odor, wheat
clagsification, protein and o1l in soybeans, quality centrel programs, the FGIS
misslon statement, and the FGIS, financlal position.

In conclusion, FGIS continues to strive to operate its programs Iin the mest
cost—effective and efficlent manner.

Sincerely,

(N, ok Wt

W. Kirk Miller
Administratoer

i1
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INTRODUCTION

Concerns

(1) Impact of Gramm—Rudman-Hollings Act on User Fee Funding

The act, 1f implemented as presently interpreted by OMB, remains a
concern as 1t would require a cut in FGIS programsg. User fees
represent 82 percent of the FGIS total operating budget. The effect
aof the act would be to lower the ceiling on the velume of U.5. grain
exports FGIS could officially weigh and inspect. This action would
not reduce the deficit because fee account funds consist of
industry-generated fees that do not revert to the .S, Treasury. The
act would limit the volume of grain exported from the U.S,, which is
inconsistent with the congressional policy establighed in the Foad
Security Act of 1985 that directs the TUSDA to enhance U.S. exports.

(2) wheat Classing

To improve wheat varlety traits, such as production, drought
resistance, and protein content, wheats from different classea are
frequently crossed to create a new variety. Often the new wvariety
does not exhibit the traditional physical characteristics by which
wheat classes are currently identified during inspection. While the
visual classing gystem 1g the most acceptable methed in current
commerclal use, visual classification is becoming more difficult,
thus creating an increasing need for more objective clagsing
methods. Misclassificatlon of wheat adversely affects the market
price and intended end-use of the wheat. FGIS, in cooperation with
the Agricultural Research Service (ARS), and an Industry established
Wheat Classification Working Group is actively pursulng research to
develop an objective wheat classing system. See page 2 of this
report for further details on FGIS wheat classifilication activities.



PGIS Grain Quality Reports, 1987

For the fourth year, FGIS has published crop quality reports for
U.S. wheat, corn, and goybeans. In calendar year 1987, the
export data for these three gralns were combined in one report
and individual domestic reports were issued for wheat, corn, and
goybeans.

FGIS analyzed quality data from 2,160 export wheat lots
inspected during calendar year 1987. The data represented 99.7
percent of the total 1.14 billion bushels of wheat inspected for
export during 1987. Wheat represented 29.1 percent of the total
3.92 billion bushels of grain exported in 1987. Wheat exports
increased from 912 million bushels in 1986 to 1,14 billion
bushels in 1987. HNinety-six percent of the wheat inspected for
export in 1987 was U.S. No. 2 grade or better. Except for test
welght in Soft Red Winter wheat, damaged kernels (total) in
Durum wheat, and total defects in Hard Red Winter and Durum
wheats, the quality factor averages were at or below the maximum
allowed percentages (above the minimum for test weight) for U.S.
No. 1 wheat.

FGIS analyzed quality data from 1,652 export corn lots inspected
during calendar year 1987. The data represented 98 percent of
the total 1.6 billion bushels of corn Iinspected for export
during 1987. Corn represented 41.7 percent of the rtotal 3.92
billion bushels of grain inspected for export in 1987. Corn
exports increased from 1,07 billion bushels in 1986 to 1.63
billion bushels 1in 1987. 1In 1987, 36 percent of corn inspected
for export was U.5. No. 2 grade or better, and 63.6 percent was
certified as U.5. No. 3 grade.

FGIS analyzed quality data from 975 export Yellow sovybean lots
inspected during calendar year 1987. The data represented 97.3
percent of the total 800.1 million bushels of soybeans inspected
for export during 1987. Soybeans represented 20.4 percent of
the total 3.92 billion bushels of grain inspected for export in
1987. Soybean exports increased from 789.7 million bushels in
1986 to 800.1 million bushels in 1987. 1In 1987, 90.9 percent of
soybeans inspected for export were U.S. No. 2 grade or better,
and 8.1 percent were U.S5. No. 3 grade.



vi

Functions Performed

FGIS administers and enforces the United States Grain Standards
Act. U.S5. graln standards for corn, wheat, rye, oats, barley,
flaxseed, soybeans, sorghum, mixed grain, sunflower seed, and
triticale have been established under the act. The act requires a
national inspection and weighing system for grain, requires that
export grain be inspected and weighed, probibits deceptive
practices and ecriminal acts with respect to the inspection and
welghing of grain, and provides penalties for wviclations.

In administering and enforcing the act, FGIS dees the following:
- FEstablishes official grain standards based on grading factors
and other official criteria for measuring and describing grsin

quality;

- FEstablishes methods and procedures, and approves egquipment for
the official inspection and weighing of grain; 1/

1/ 0fficial Inspection. The determination {(by original

inspection, reinspection, and appeal inspection) and the
certification by officlal personnel of the kind, class,
quality, or condition of grain under standards provided for in
the act; or the condltion of vessels and other carriers or
receptacles for the transportation of grain Inscofar as it may
sffect the quality of such grain; or other facts relating to
grain under other criteris approved by the Administrater {the
term "officially inspected™ shall be construed accordingly).

Official Weighing. (Referred to as Class X weighing.) The
determination and certification by official personnel of the
quantity of a lot of grain under standards provided for in the
act, based on the actual performance of weighing or the
pbysical superviéion thereof, including the physical inspection
and testing for accuracy of the weights and scales, the
physical inspection of the premilses at which welghing is
performed, and the monitoring of the discharge of grain into
the elevator or conveyance. (The terms "offlcially welgh™ and
"officlally weighed" shall be construed accordingly.)




- Delegates qualified State agencles to inspect and weigh grain
under the act at certain export port locatlons; 2/

- Desigrnates qualified State and private agencles to inspect and
welgh grain under the act at Interior locations;

— Provides officilal inspection and weighing services at certailn
export port locations in the Atlantic, Great Lakes, Gulf, and
Pacific Coast States; and official inspection at certain export
port locations in Eastern Canada of U.S5. graln;

- Provides appeal inspection services in the United States and at
certain export port locations 1in eastern Canada of U.S. grain;
3/

- Provides Federal oversight and monitors the offictal inspection
and weighing of grain by delegated States and designated
ggencles under the actj; and

- Investigates apparent violations of the act in cooperstion with
the Office of Inspector General (0DIG), and recommends
appropriate action.

The act requires, in some instances, that grain be officially
inspected and weighed, TIn other instances, official inspection
and weighing are not required but may be obtained by officially
requesting such services. TIn both instances, official inspection
and welghling services are performed on a fee basis.

2/ Export Port locations. Commonly recognized ports of export in
the United States or Canada, as determined by the
Administrator, from which grain produced in the United States
is shipped to any place outside the United States. Such
locations include any coastal or border location or site in the
United States which contains one or more export elevators, and
ig identified by FGIS as an export port locatien.

3/ Appeal Tnspection Service. An official review by a field
office of the results of an original inspection service or a
relnspection service.

vii



Requegted
Services

Mandatory
Services

viii

0fficial inspection and weighing of U.5. grain destined for
domestic consumption, with few exceptions, sre performed on
requeat and require payment of s fee by either the buyer or
seller of the grain. These aervices are provided by
designated agencies which employ approximately 4,208 agency
personnel licensed by FGIS to provide such services in
accordance with the regulations and instructicnas. FGIS'
supervision and administration costs have been funded by user
fees since Qctober 1, 1981.

FGIS administere and enforces certain inspection and
gtandardization activities related to grain products and other
commoditles under the Agricultural Marketing Act of 1946
{AMA), such as beans, lentlls, peas, rice, and hops. Services
provided under the AMA are performed upon request ou a fee
basis.

Inspection and weighing services provided under the AMA are
performed on request for both domestic and export shipments.
These services are provided either by FGIS employees,
individual contracters, or through cooperative agreements with
States.

Under provisions of the act, graln exported from export port
locations must be officially weighed. A similar requirement
exists for inspection except for grain which is not sold or
described by grade. The act also requires that intercompany
barge grain received at export port locations be officially
weighed. Grain exporters that export less thaa 15,000 metric
tons annuslly are exempt from mandatory officlal inspection
and welghing requirements of the act. Mandatory official
ingpection and weighing services are provided at 60 export
elevators by .approximately 861 FGIS full- and part-time
employees. FEight delegated States with approximately 2,084
employees provide official services at an additional 27 export
elevators under direct FGIS oversight. Grain exported by rail
or truck to Canada or Mexlco is exempt from official
inspection and weighing requirements of the act.



FGIS carries out its inspection and weighing services through a
headquarters staff and a field staff comprised of 28 field offices, 2
Federal and State offices, and 7 suboffices. 7The offices are located in
24 States and Canada to serve the needs of the grain industry., The
objectives of the field offices are to provide efficlent and timely
gervices, monitor the activities of delegated and desipgnated agencies,
and promote a cooperative working relationship with the grain industry.

The FG1lS supervision fupnction represents an integral part of the
national inspection system., It 1s defined as the effective guidance of
agencies, official personnel, and others who perform activities under
the act to assure the integrity and accuracy of the program activities.
Supervision includes overseeing, directing, and coordinating the
performance of activities under the act, reviewing the performance of
these activities, and effecting appropriate action. FGIS supervisory
personnel supervise agencies, official personnel, and others who perform
activities under the act. Agency supervisors are responeible for the
direct supervision of their own official personnel and employees. FGIS
provides oversight, puidance, and assistance to agencies as they carry
out their responsibilities.

FIELD MANAGEMENT DIVISION

The Field Management Division 1s respongible for directing the operation
of FGIS fileld offices; developing inspection and weighing policies and
procedures; establishing the U.S. standards for grain, rice, and other
commodities; facilitating improvements in quality and marketing of
grain, rice, and other commodities; overseeing delegated and designated
agencies; and monitoring the quality of grain as it moves through the
market.

In response to the increased volume of grain inspected and weighed in
fiscal year 1988, FGIS expanded the staff of several key field offices.
These efforts and other program adjustments were effective in preventing
operating slowdowns.

Additionally, on Qctober 1, 1987, FGIS transferred responsibility for
developing standards from the Standardization Diviesion to the Field
Mapagement Division. On October 1, 1988, FGIS transferred
responsibility for the Board of Appeals and Review and for equipment
testing from the Field Management Division to the Standardization
Division. These changes will enhance the effectiveness of these
programs and will improve staff efficiency.



Classification of wheat continued to be an area of concern in fiscal
year 1988. Many of the new nontraditional red wheats do not exhibit
kernel characteristics indicative of their true class. To properly
inspect such wheat, ¥GIS developed an interim procedure that determines
a wheat's class based on its marketing area and its intended class, in
addition to 1its kernel characteriatics. FGIS is continuing to work on
developing a wheat clagsification system that will utilize an objective,
analytical method, and will reflect end-product qualities.

In fiscal year 1988, FGIS, in collaboration with the Wheat
Classification Working Group, evaluated the available automated
techniques for varietal identification, the physical means for
determining hardness, and the end-uase properties of spring and winter
wheat. FGIS also analyzed a large number of market wheat samples, using
a single seed hardness tester and a near-infrared reflectance hardness
test. In fiscal year 1989, FGIS will continue this research into
objective methods for distinguishing hard and soft wheats.

FGIS also conducted a study of the strengths and weaknesses of the
diverter-type {D/T) sampler used to officially sample grain. The D/T
sampler is the regquired sampling method for bulk export lots of grain.
Previous atudies have examined D/T sampler vulnerability through fraud,
misuse, or manipulation. In this study, FGIS was interested in the
technical aspects of D/T design and function that may influence
obtaining a representative sample. The study found that the D/T sampler
has ne significant weaknesses. Several areas were ldentified, however,
that could be improved and potential vulnerability decreased.

Last year, FGIS, in cooperation with the Agricultural Research Service
(ARS), conducted a study of uniform end-use value tests for grain. This
study was mandated by the Grain Quality Improvement Act of 1986. The
law required the Secretary of Agriculture to direct FGIS and ARS to
survey domestic and foreign buyers of grain to identify the information
about grain characteristics that would be most useful to such buyers.
One hundred and seventy-eight domestic and 89 foreign users of wheat,
corn, or goybeans were surveyed to obtaln information on the quality
attributes they consider important., Moat of the buyers indicated that
they use the 0fficilal U.S. Standards for Grain and that they find the
information provided by the standards important., However, with the
exception of domestic .soybean processors, moat buyers also rely on other
quality criterdia not included in the current standards. In fiscal year
1989, FGIS will be investigating the feasibility of providing official
determinations on some of these Mother quality criteria."




FGIS equipped six of 1its interior field offices with grinders for
preparing corn samples for aflatoxin testing. These interilor field
offices will collect corn samples, prepare them for analysia, and then
forward the samples to either the Beltaville Commodity Teating
Laboratory or a designated FGIS export field ocffice where the gamplea
will be tested for aflatoxin using the minicolumn or the thin-laver
chromatography method.

The drought in 1988 resulted in some mature soybeans having shriveled
and wrinkled aeedcoats. While the oil, protein, and free fatty acid
levels of such soybeans appear to be normal, the soybeans are difficult
to pracesas because the seedcoat cannot be readily removed. 1In response
to industry concerns, FGIS developed a test for determining the
percentage of shriveled and wrinkled soybeans. Thils test, which is
available upon request, will provide the marketplace with information to
identify soybean quality and provide an opportunity to segregate
soybeans, as deemed necessary to meet user needs.

In fiscal year 1988, FGIS continued to dimprove the protein program. New
near-infrared reflectance instrument calibrations for Hard Red Spring
wheat and Hard Red Winter wheat were established, as were several miner
procedural changes. Additionally, the Quality Contrel Branch,
Standardization Division, began a program whereby they directly monitor
the protein analyses performed by individual service points. These
actions were taken to align the calibrations to currentIy-grown
varieties of wheat and to promote greater uniformity between testing
officea.

FGIS alsc completed its 5-year review of the regulations under the U,S.
Grain Standards Act, as asmended, concerning the Official Performance and
Procedural Requirements for Grain Weighing and Inspection Equipment and
Related Grain Handling Systems (7 CFR Parts 801 and 802). FGIS
determined that, in general, thege regulations are serving their
intended purpose, are consistent with FGIS policy and authority, and
should Temain in effect, The regulations were revised, however, ta
incorporate by reference the applicable sections of Nationgl Bureau of
Standards Handbook 44, “Specifications, Tolerances, and Other Technical
Requirements for Welghing and Measuring Devices,™ 1988 edition, and to
change the teat weight requirement for nonautomatic hopper scales from
12.5 percent to 10 percent of the scale's capacity.



During the last year, work continued on the FGIS-initiated economic
impact study of several potentlal modifications to the Uniform Shiplot
and Comblined Lot Inspection {Cu-Sum) Plan., The Cu-Sum Plan is an online
acceptance sampling plan using statistically-based tolerances to monitor
the overall quality of export grain shipments. Based on this
evaluation, FGIS plans to propose action to improve the inspection
plan's performance. Specifically, FGIS 1is considering revising the
tolerances baged on new estimates of statistical deviations, limit the
number of field review inspections from two to one, average the review
inspection results with the original inspection results unless an error
was made, and incresse the amount of grain considered inferior if a
tolerance 1s exceeded. FGIS 1s also considering including wheat protein
under the modified Cu-Sum Plan. Including protein under the Cu-Sum Plan
will improve the overall estimate of protein content.

Effective May 1, 1988, FGIS revised the wheat standards to fnclude a
limit of 32 insect-damaged kernels per 100 grams. Samples found to
contaln this limit or more will be graded U.S., sample grade. Thia limit
was established to provide more specific information on insect-damaged
kernels in wheat. This information which is consistent with the Food
and Drug Administration requirements will help determine the end-use
quality of wheat.

FGIS also revised regulations under the AMA for the inspection of
processed commodities by combining compatible requirements,
incorporating many procedures currently found in instructions,
simplifying the overall language, conforming certain provisions to
present marketing practices, and removing definitions and provisions
that are no longer necessary. Additionally, FGIS removed the
requirement that all factor information determined during the course of
an inspection be reported on an official certificate; established
provisions for providing a retest service on nongraded commodities;
permitted appeal inspection services to be performed on a new sample
when insect fragments are pregent; and provided provisions in the
regulations for applications, terminations, and surrendering of licenses
igsued by FGIS.



Ingpection Program Data

Figcal Years

Item H 1986 H 1987 H 1988
Quantity of Grain Produced * {MMt) 1/ : 364.1 : 329.5 239.8
Quantity of Grain Officially Inspected (MMt) : : :
Domestic H 164.8 : 185.0 : 193.2
Export : 82.8 : 98.1 : 115.6
Total : 247 .6 : 283.1 : 305.8
Number of Delegated States/Official Agencies : 80 : 80 79
Number of Officiasl Origimal Inspections and : : :
Reinspections : : H
FGIS : 205,275 : 217,072 222,516
Delegated States/Official Agenciles : 2,817,161 : 3,119,253 : 2,977,192
Total : 3,022,436 : 3,336,325 : 3,199,708
Number of 0Offlcial Ingpectlon Supervisions : 42,676 : 43,590 : 48,415
Number of Officlal Proteln Supervisions Ej : 34,000 : 34,000 : 37,634
Number of Appeals H 11,370 : 16,976 : 12,077
Number of Grain Appeals Carried to BAR éj : 1,937 : 3,333 ¢ 2,176
Number of BAR Grain Inspection Supervisions H 8,750 : 9,980 : 10,351
Number of Protein Inspections : : :
FGIS H 46,779 : 54,810 : 70,435
Delegated States/0fficlal Agencies : 573,581 : 604,715 : 620,552
Total : 620,360 : 659,525 : 690,987
Number of Aflatoxin Inspections : 11,525 : 13,789 : 16,934
Quantity of Rice Inspected (MMt) B H H
(milled basis) : 4,1 1 4.1 ¢ 4.1
Number of Foreign Quality Complaints : 42 : 59 : 34

*Calendar Year. Source: HNational Agricultnral

1/ Million metric tons
2/ Estimate )
3/ Board of Appeals and Review

Statisgtics Service



Welghing Program Data

Fiscal Years

s ve

Item 1986 : 1987 B 1988

Official Weight Certificates Issued H : :

FGIS H H H
Class X* : 110,194 : 120,714 : 119,853
Clags Y** : 18,335 14,678 = 17,148
Total : 128,529 : 135,392 : 137,001

Delegated States/0FFficilal Agenciea : : :
Class X* : 127,843 @ 131,328 : 78,012
Clasa Y** H 97,334 : 110,705 : 174,456
Total 1 225,177 :+ 242,033 : 252,468

ExpoTt Grain Weighed (MMt) H H :
FGIS : 63.3 75.5 ¢ 89.1
Delegated States H 18.2 20.5 : 24,3
Total H 81.5 96.0 : 113.4

Number of Certified Scales in Service : :

Export Elevators : 435 = 455 475
Number of Rallroad Track Scales Tested : 123 123 : 120
Number of Foreign Weight Complaints : 3 1: 1

*# Class X is 100 percent supervision

*% Clags Y 19 a minimum of 25 percent supervision



Standards and Preocedures Program Data

Figcal Years

Item ; 1986 : 1987 : 1988
U.5. Grade Standards 1n effect ; 20 : 20 ; 20
Commodities covered by grade standards ; 17 ; 17 z 17
New and revised standards issued during fiscal year ; 1 ; 13% ; 13%
Revised or reissued standards belng developed : 17 : Jx% ; 3
Standards reviews in progress f 18 : 16 z 16
Standards reviews completed : 0 ; 16 : 16
Inspection techniques developed : 8 ; 14 ; 4
Equipment evaluated ; 8 : 12 : 5
* Lentils, insect infestation, and standard format for the l1 grains.

%% Peans, hay, and strsw.



RESOURCES MANAGEMENT DIVISION

The Resources Management Division (RMD) 1s responsible for the
overall planning and coordination of all financial management,
staffpower planning, aud staff year ceiling control necessary to
carry out the functions of FGIS, Internal support services
provided by RMD include: budget and financial management;
automated data processing services; technical and program
traiuing; safety and health, including Office of Workers'
Compensation Program management; performance meagurement aystems
for the national inepection system; maintenance of USDA's
explosion reporting and tracking system; coordination of
management improvement iInitiatives; public informatiom efforts,
both internal and external; and all other resources or services
needed to operate and manage the organization,

As in previous years, RMD contlinued to work on improving the FGIS
planning process. Another management retreat was held at which
FGIS long-range goals were reviewed and refined. The retreat
focused on strategic planning and evolution of a 5-year set of
objectives to support directions ldentified 1n the strategic

plan. One of the areas of wesakness identified, 1if FGIS is to deal
with present and future technoleogical change, 1s our
organizational culture.

RMD began addressing this need during the fiscal year by revamping
the FGIS Public Affairs Program to improve Iinternal and externsal
communications. We also began the process of revamping the FGIS
training program to emphasize human management skills and
technical training and to reemphasize the general employee
development programs.

Support for automstlion in the Agency continued. We have contracts
with the Colorado State University to conduct an automation study
of FGIS Quality Assurance aund Research Programs conducted in our
Kansas City facilities. There were also discussions with the
admerican Association of Grain Inspection and Weighing Agencies on
how to integrate thelr auteomatlon requirements wilth the Federal
Grain Ingpection Service programs.



Management Control Program

In fiscal year 1988, FGIS adopted the Department's Consclidated
Review Program (CRP) as 1ts management control process to review
programs. The CRP streamlines and conaolidates the various review
and reporring processeg required by Office of Management snd
Budget Circulars A-123 (Internal Control Systems), A-127
{Financial Management Systems), and A-130 (Management of Federal
Information Resources, which includes the General Services
Administration’s Information Resources Management Review Program).

The primary objective of the CRP 1a a determination and
certification of reasonable assurance for each Agency
program/system through a formalized planning, reviewing, and
testing process.

FGIS' management control activities under the CRP included:

—Informing managers of their responsibility to review all
programs assigned to them over a 5-year perilod; and

--Reviewing six programs under the CRP's Limited Review
phase~-a 5-part questionnaire which 13 designed to lead to
determining reagonable assurance through the following criteria:
adequacy of controls and security measures, clientele
satigfaction, cost effectiveness, Iinformation management, and
compliance with accounting and administrative standards.

FGIS will monitor the progress of the corrective action plans
that have been developed for the identified problem areas
through an internal tracking system.

FGIS will slso conduct followup reviews of gelected programs to
ensure that appropriate action has beenr taken to resolve the
problen areas and that such action is being implemented.

In October 1987, FGIS issued a directive which described the
varlous review processes and the mznagers responsible for each
review process. At this time, FGLIS aunounced the development of
another internal review, referred to as a Management Evaluation,
which is designed to identify, through third-party reviews,
program-wide weaknesses/problems and the factors contributing to
the problems.
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FGIS believes that 1Its existlng review processes and

management control program will enhance the Agency'a capability
to conduct a comprehensive assessment of the national inspection
and welghing system. FGIS' programs are not problem-free.
However, with effective evaluation processes that identify
potential weaknesses and problem areas and that ensure
approprlate actlon has been taken to resolve discrepancles, we
believe the Apency's mission of providing efficient, reliable,
and accurate inspectlon and weighing services will not be
jeopardized.

Safety and Health

Fiscal year 1988 saw the lowest lost-time accident rate in the
Agency's history. The President's goal of a 3-percent reduction
in work-place accidents each year was met and exceeded (see page
13).

Some highlights of fiscal year 1988 were:

--4l11 fileld and headquarters collateral duty safety and health
officlals (CDSHO's) attended a l-week tralning seminar,

-—Emphasis was placed on CDSHO's involvement in program planning
and implementation.

——Videctapes of safety and health materials were provided teo field
offices.

——Numerous special emphasis programs were developed and
implemented, including the "Just Say No™ to drugs campaign. In
the war on drugs, a significant number of employees volunteered
for the Agency drug testing program.

——Productivity improvement efforts included giving a Myers-Brigg
personality test and stress management tralning to all
headquarters and field managers. The Employee Counseling and
Assistance program was active in restoring employees to a
productive role.

——Efforts are under way to improve employee productivity and
morale by improving the work environment and by increasing
employee participation and contreol of the ageney loss prevention
program,

——The Administrator presented cash awards to several clerical and
supervisory employees for their work on behalf of the Agency's
safety program.

—-—Eleven dust explosions were reported to FGIS during fiscal year
1988, They caused 11 injuries and 8 deaths-~-none to FGIS
employees. A list of facilities involved is shown on page 14.



Lost-Time Accident Rate
FY 1986 to FY 1988

I Goal Actual I

Accldent Rate Per 100 Employees
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Lost-Time Accident Rate
FY 1986 to FY 1988

#Lost-Time Accidents x 200.000
Employse Hours Worked

The Administrator of FGIS established a self-imposed goal
of 8% reduction in accidents for the years FY 1987-8. This
was in support of President Reagan's program of reducing
accidents by 3% per year. The record shows the result.

11



Summary of Reported Grain Dust Explesions
{Fiscal Year 1988)

The following grain dust explosions were reported to FGIS during fiscal
year 1988, The reports were receilved through the cooperation of
universities, insurers, trade groups, FGIS personnel, and a news clipping
service. FGIS does not investigate grain duast explosions, and the public
sector is not required to report explosions to FGIS. No deaths or
Injuries occurred to FGIS employees.

No. Facility/Location Date Injuries Deaths

1. Countrymark Elev. 10/29/87 0 0
Silver Grove, KY

2. Bel Mar Foods 11/12/87 3 0
Holland, MI

3. Central Soya 11/17/87 4} 0
Chattanocoga, TN

4, Farmers Elevator 01/11/88 1 0
Hutchinson, MN

5. ADM Corn Sweeteners 01/14/88 0 o]
Cedar Rapids, IA

6. Ellis Grain Co. 0L/15/88 2 3
Henderson, KY

7. Union Sugar Div. 03/19/88 3 0
Santa Maria, CA

8. ConAgra 03/28/88 o] o]
Carlisle, PA

9. ADM Growmark 04/22/88 2 5
Joliet, IL

10. Hudson Feed M11l . 07/06/88 0 0

Westville, OK

1l. Sunrice Milling Co. 09/20/88 0 0
Crawfordsville, AR

TOTAL 11 8

12



STANDARDIZATION DIVISION

The Standardization Division develops new objective tests and
methods for determining grain quality; malntains reference
methods and provides reference msterlals for FGIS methods;
develops and recommends criteria and specifications for
electronic instrumentation suitable for use in official grain
inspection; and malntalns an Agency-wlide quality control program
covering all aspects of grain grading and inspection. It also
assures uniform application of standards for grains and
commodities and conducts techmlcal tralning for field personnel.

This division has two branches: the Research and Development
Branch and the Quality Control Branch.

The activities of the Research and Development Branch are
centered on the development of objective tests and methodology
for use in the inspection system. This branch also conducts
research In-house, on a contract basls with commercial firms and
universities, and on a reimbursable agreement basis with the ARS.

Some current contracts or agreements cover: (1)} the use of an
enzyme-linked immunosorbent assay (ELISA) for the detection of
insects or fragments In grain and a chemical assay for Insects
end/or fragments in grain or milled products; (2) the
continuation of wheat classing projects, i.e., the development of
single kernel hardness testers st Kansas State University and the
Grain Marketing Research Laboratory (GMRL) in Manhattan, Kansas;
{3) the X-ray detection of hidden infestation; (&) the
continuetion of toxlic weed seed evaluation; (5) the GMRL is also
continuing work on the odor detector project for FGIS; and (6) a
recently completed contract for anm evaluation of the Wisconsin
Breakage Tester for evaluating poasible corn breakage.

In-house projects currently in progress are: (1) the completed
design and evaluation of the double corn sileve; (2) the
evaluation of near-infrared reflectance (NIR) testing equipment
for performance under varying conditions of temperature and

L3
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humidity; (3) the design and assembly of temperature controls for
Kjeldahl digestion burners; (4) the measurement of the effect of
grain temperature on the grinding procedure and NIR protein
determinations; (5) the determination of sprout damage uslng the
Falling Number instrument; and (6) the development of NIR
calibrations for soybean, barley, and corn anmalysis. Ongoing
projects include such items as furnighing aflatoxin standards to
the field and free fatty acld monitoring on selected soybean
shipments.

The primary goal of the Quality Control Branch is to ensure that
the national inspection system provides an official certificate
of the highest possible integrity. Branch activities include
maintaining instrumental response to those reference methods,
monitoring the accuracy of ingtruments in routine use in the
official inspection system, and resolving observed inaccuracles.
The branch works closely with the Research and Development Branch
to implement new objective tests that pertailn to the end-use
value of grain and commodities. Quality assurance principles are
also employed for evaluation, validation, and lmprovement of
sensory grading methods.

The Research and Developument Branch and the Quality Control
Branch work together closely, as there are many related projects
requiring the input and effort of both branches, These two
branches, together with the Board of Appeals and Review, in
itself a high-quality control-oriented organization, will make up
the nucleus of a centralized quality control program for FGIS.



COMPLIANCE DIVISION

Compliance is defined as the conformance with all requirements and
procedureg established by statute, regulation, instruction, or directive so
that the managerial, administrative, and technical functions of FGIS sre
accomplished effectively.

Compliance functions include: evaluating alleged viclaticns and initiating
preliminary investigations; initiating enforcement/administrative action
for viclations of the act, applicable provisions of the AMA, and applicable
regulations, etc.; conducting management and technical reviews and
initiating appropriate corrective actions; administering the program for
delegating State agencies/designating official agencies to perform official
functions; monitoring the delegated/designated agenciles' performance;
reviewing and, when appropriate, approving official agency fee schedules;
licensing agency personnel; identifying and, where appropriate, walving and
menitoring official agency/licensee conflicts of interest; and responding
to audits and surveys of FGIS prograns.

Compliance Divisicon 13 responsible for assuring, through a system of
reviews, evaluations, and necessary enforcement actions, that che
provisions of the act, applicable provisiong of the AMA, and regulations,
procedures, and policles isgued thereunder are implemented accurately and
uniformly so as to maintain the integrity of the national official
inspection and weighing system.

There are 79 State and private agencies designated to provide official
services at interior points. Of these, eight are States that are also
delegated to perform official inspecticon and welghing services at export
points. Under triemnial renewal proceduree, 27 agency desilgnations were
automatically terminated in fiscal year 1988; and 26 were renewed after a
complete review of their performance.

FGIS granted an interim designation to one official agency that had
repeatedly received complaints from grain trade representatives in ita
gervice area. After evaluating this situation and assuring that needed
corrections were made, FGLS renewed the agency's designation.

15
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Five of the seven agencies, granted discretionary conflict—of-interest
walvers, continue to operate without significant problems. Two of these
agencies were found to have problems in their organizational set-up and
wanagement regarding the agency conflict-of-interest. One agency made the
necessary changes, and we renewed their designation. The second agency haa
requested that their designation be allowed to terminate.

Nineteen conflict-of-interest situations were evaluated. Exceptions were
granted to 5 official agencies, 10 licensees, and 1 secretary. Exceptions
were updated for two licensees, and a determination was made that one
licensee did not have a confliet of interest. Exceptlons were granted
based on each individual's agreement to comply with specific conditions.

Compliance Division personnel conducted 10 compliance reviews of field
office circults, which Included reviews of 19 official agencles, to
evaluate management effectlveness and program compliance. Speclal reviews
were conducted of six offfcial agencles experlencing problems. Although
the compliance reviews revealed minor procedural problems, most field
office circuits were found to be well managed, performing satisfactorily,
and meeting FCIS' mission. The procedural problems identified during these
reviews have been or are 1in the process of being corrected. Followup
compliance reviews and ongite visits by headquarters personnel and fileld
of fice managers ensure that appropriate action has been taken to reaolve
the problems.

In response to the concerns throughout USDA about discrimination in the
delivery of services, the Compliance Division now includes thls subject in
the scope of all compliance reviews, Based upon intervlews with applicants
for service and officilal personnel, there were no indicatloms of
discrimination in the dellvery of FGIS services.

At the beginning of fiscal year 1988, 25 cases involving alleged violations
of the act and the AMA were under active investigation. During this fiscal
year, l4 cases were opened and 24 cases were closed, leaving 15 cases under
actlve investigation at the close of fiscal year 1988. Violatioms in the
fiscal year 1988 active cases included alleged deceptive loading, improper
performance of duties, adulteration of grain, employee mlaconduct, improper
sampling, and false certification. Of the 14 cases opened during filscal
year 1988, Compliance Division personnel conducted 5 onsite investigationa
and provided technical assistance for 2 investigations conducted by the
Office of Inspector General (0IG); 5 cases were referred to 0IG (they
accepted 4 and declined 1); and 5 cases were addressed by evaluating
information submitted by fileld office personnel. Of the 24 cases closed,
21 were closed after appropriate administrative actions were taken, and
three were closed due to insufficient evidence to subatantiate a violation.



FGIS initiated its first civil penalty proceeding against a grain facility
for deceptive loading practices. The firm allegedly loaded 20 railcara
with economically superior corn on top of economically inferior corm in
such a manner that a true average sample could not be obtained, resulting
in the issuance of false certificates. At the close of fiscal year 1988,
the 0ffice of General Counsel was in the process of negotiating a
settlement with the facility.

Twenty-two actiong were handled involving requests for FGIS personnel to
appear as witnesses In Judicial and adninistrative proceedings, to give
written or oral depositions, or to supply official records.

Ninety-two registration certificates were issued to grain firme.

FGIS must provide accurste and reliable official inspection and weighing
services 1if we are to maintailn our integrity and credibility throughout the
United States and overseas., Over the years, we have developed several
internal review processes to evaluate operational effectiveness. 1In fisecal
year 1988, we initiated a formalized management control program which
complements our other review processes.

Although, our review processes during fiscal year 1988 revealed procedural
discrepancles and some program-wide problem areas, these review processes
also concluded that the nationwide officfal Inspection and weighing system
continues to operate effectively and efficiently. Followup procedures have
been or are in the process of belng implemented to address all identified
procedural discrepancies and program problem areas.

17
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Compliance Program Data

Fiscal Years

ITEM : 1986 1987 1588
Agency delegations and designations 80 ' 80 79
Designatione renewed ; 27 3 22 . 26
State delegations at export port 1ocat10nsi 8 ; 8 : 8
Registration certificates igsued to grain ‘ 110 98 92
firms : : :
Licensees: -
Inspectors . 808 ; 829 788
Weighers . 152 . 141 : 153
AMA Inspectors ; 114 ; 104 1 111
Samplers/Techniclans (Approximate) :l,650 3,100 :3,156




INTERNATIONAL MONITORING

The International Monltoring program functions Include (1) foreign
travel to explain FGIS inspection and weighing procedures; (2)
monitoring grain shipments at destination ports to compare origin
and destination quality; (3) briefings for visiting foreign
agricultural officials and others on FGIS procedures to obtain
information on the quality of U.S5. grain shipments; and (4)
written or onsite responses to complaints on grain shipments
received through the Fereign Agricultural Service (FAS) and other
sources,

FCIS received 34 quality complaints and | quantity (weight)
complaint in fiscal year 1988, compared to 59 quality complaints
and | quantity complaint in 1987. 1In 1988, the tonnage involved
in foreign complaints on quality represented 1 percent by weight
of the total tonnage exported, compared to 3.7 percent in 1987.
0f the grain qualicy complaint Investigations that have been
completed for 1988, one was deemed valid.

$ix wheat proteln complalnts were received in 1988, compared to 15
during 1987. Changes made during 1987 in the protein testing
preocedures and menitoring of equipment and technicians were
instrumental in reducing the number of protein complaints.

No single grain or factor was predominant Iin complaints received
during 1988.

In January 1988, FGIS extended the mandatory sublot file sample
retention peried from 60 to 90 days. We took this action in
response to a number of comments from importers saying that when
they receive a cargo and repert discrepant results to FGIS, the
originel file samples have been discarded. This was particularly
true for areas with a long voyage time from the United States,
such ag Southeast Asia.

Extending the file sample retention period pleased a number of
importers and allowed FGIS to conduct a more thorough complaint
investigation. Despite this extensien, however, some complaints
and discrepancles still are filed after 90 days.

A summary of FGIS internaticnal monitoring activities and of
foreign complaints received during fiscal year 1988 appears on the
following pages.
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Summary of Forelgn Monltoring Team Activities by Country Viaited
(Fiscal Year 1988)

Purpose Repregentatives

Country Visited

Dates

To conduct a cargo
quality monitoring
project at the
request of U.S. Wheat
Assoclates.

To participate in the
1987 Wheat Crop Quality
seminar series at the
request of U.S. Wheat
Assoclates.

Same as (2).

To gather data on Austra-
lian grailn standards and
marketing practices at
the request of the Qffice
of Technology Assessment.

To conduct wheat and feed
graing marketing seminars
at the request of U.S.
Wheat Assoclates and U.S5.
Feed Grains Council.

To participate in wheat
marketing seminars at the
request of U.S5. Wheat
Asgoclates.

To visit entomology labora-

tories to discuss stored
graln insect pest manage-—
ment and insect detection
procedures,

20

Peru

Israel, Switzerland,
Italy, Yugoslavia,
Spain (Canary Is-
lands), Portugal

The Netherlands,
England, Norway,
Romania, Algeria

Australia

Taiwan, Malaysia

Singapore, Malaysia

England

09/27-10/09/87

10/30-11/14/87

11/14-24/87

11/30-12/11/87

12/05-10/87

12/03-10/87

12/07-16/87



Purpose Representatives

Country Visited Dates

10.

11.

12.

13.

14.

To meet with representa-— 1
tives of the Yugoslavian Grain
Assoclation and the shipowners’®
agsociation to discuss insect
infestarion in grain. To par-
ticipate in an interagency pro-
ject to evaluate the effectiveness
of in-transit fumigation of grain
(USSR).

To participate in two 1
grain marketing workshops

at the request of U.S.

Feed Grains Council.

To participate in a 1
marketing seminar

gponsored by U.S. Wheat

Assoclates snd U.S. Feed

Grains Council,

To meet with lmporters in 1
response to quality dis-
crepanciles and to attend

the American Soybean Agso-
clation regional conference.

To participate in three 1
marketing workshops spon-

sored by U.S. Feed Grains

Council.

(i) To discuss insect infes- 1
tation in bagged P.L. 480

flour shipments and (11) to

visit Slough Laboratories to
discuss insect detection
techniques.

To participate 1n whest mar-~ 1
keting and inespection seminars
gponsored by U.S. Wheat
Assoclates.

Yugoslavia 12/16-01/05/88

& USSR

Mexico 02/14-27/88

Togo 02/21-27/88

Romania, 03/14-04/01/88
Greece, Spain,

Belgium, Ireland

Egypt, 03/25-04/14/88
Turkey, United

Arab Emirates

(i) Egypt 06/02-11/88

(i1) England

Egypt 06/08-20/88
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Purpose Representatives

Country Visited

Dates

15.

16.

17.

18.

19,

20.

21.

22,

To apeak at the 23rd Interna- 1
tienal Grain Industry Course
conducted by the Canadian Inter-
national Grains Institute,

To meet with Canadian Grains 1
Inatitute officials regarding
insect detectlen techniques.

To moniter the quality 1
of a wheat shipment and

to meet with flour millers

and government inepection
departments to discuss wheat
quality issues.

To participate in a grain 2
quality and handling workshop
gponsored by U.S. Feed Grains
Council.

To perform temporary duty 1
asslgnment.

(1) To meet with Japan Food 2
Agency to dlscuss treated

wheat and sprout damage; (2)

te plan a soybean quality
monitoring project with Japan
0ilgeed Procesacrs Asscclatien;
and {3) to participate in an
Industrial Corn Conference
spongored by U.5. Feed Grains
Council,

To make a pregentation at the 1
Canadian lnternaticonal Grains
Institute's Flour Technology
Coursge.

To participate in a conference 1
for North African wheat import-
ers sponsored by U.5. Wheat
Associates.

22

Canada

Canada

Peru

Mexico

Canada

Japan

Canada

Portugal

06/21-23/88

06/29-07/11/88

07/19-28/88

07/23-30/88

08/01-16/88

08/16-26/88

09/06~08/88

09/11-16/88



Purpose Repreaentatives Country Visited Dates

23, To participate {in marketing 1 India, 09/18-27/88
seminars sponsored by U.5. Feed Pakistan
Grains Council.

24. To meet with governmental 1 Japan, 09/19-27/88
officials regarding grain People's Republic of
inspection and quality issues. of China

25. To monitor weight of wheat 1 Philippines 09/23-10/19/88

cargoes between U.S. and
Philippine ports.
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Summary of Briefinge with Poraign Trade and Governmental Teams
(Listed by Area snd Country — Filacal Year 1988)

Africe No. of teams
1. Kenya 1
2. Nigerie 1
3. Tunisila 1
Asia
1. 1India 1
2, Japan 5
3. Korea 2
4. People's Republic of
Chine 2
5. Philippines 2
6. Sri Lanka 1
EuroEe
1. Belgium 1
2. Bulgaria 1
3. Finland 1
4. France 1
5. 1Israel 1
6. The Netherlands 1
7. Horway 1
8. Romania 1
9. Turkey 2
10. U.S8.S8.R 2
Il1. West Germany 2

Latin America

1. Brazil 1

2. Colombila 1

3. El Salvador 1

4, Mexico 7
Near East

1, Jordan 1

2, Yemen 2
Pacific

l. Auastralia 1

TOTAL 44



Summary of Inepection and Weighing Foreign Complaints
{Flacal Year 1988)

No. of
Country Grain Complaints Nature of Complaint
AFRICA
Algeria Wheat 1 Heat damage
Ethiopia Wheat 1 Weed seeds
ASTA
India Wheat 1 Infestation, TCK amut,
ergot
Japan Wheat 6 Damaged kernels
Wheat 1 Dockage
Wheasat 1 Heat damage
Wheat 1 Protein
Korea Corn 1 Broken corn and foreign
material, damaged
kernels
Malayala Wheat 2 Protein
Philippines Wheat 1 Dockage, infestation
Wheat 1 Protein
Sri Lanka Wheat 1 Shrunken and broken
kernels, total
defects
Thsiland Wheat 1 Damaged kernels
EUROPE
Belgium Soybeans 1 Previous cargo contami-
nation
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No. of

Country Graln Complaints Nature of Complaint
Bulgaria Wheat 1 Distinctly low quality
Greece Soybeans 1 Foreign material, heat
damage, free fatty
acilds
Israel Sorghum 1 Welight
Portugal Corn L Broken corn and foreign
material
Spain Soybeans 1 Foreign material
United Kingdom Wheat 1 Protein
LATIN AMEEICA
Colombia Wheat 1 Infestation
Costa Rica Corn 1 Broken corn and
foreign material
Wheat 1 Moisture, damaged
kernels
Wheat 1 Damaged kernels, total
defects
Mexico Corn 1 Infestation
Soybeans 1 Damaged kernels,
foreign material,
protein
Wheat 1 Clasas, protein
Venezuela Soybeans 1 Foreign material
NHEAR EAST
Saudl Arabia Corn 1 Broken corn and foreign
material, aflatoxin
TOTAL a5
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Three-Year Summary of Foreign Grain Complaints

Total Complaints 1986 1987 1988
Valid 0 0 L
Invalid 45 59 30

Total 45 59 35 1/
Quality 42 59 34
Quantity 3 1 1

Total 45 59 2/ 35
Export Volume Ingpected 82.8 94.9 113.3

(Million metric tons)

Complaint Tonnage 1.5 3.5 1.1
(Million metric tons)

Complaint Percentage 1.8 3.7 1.0
{Basis tonnage shipped)

1/ Although a total of 35 complaints were reported, at the time of
printing, 31 complaints had been investigated and closed; 4 complalnts
are still under investigaticn.

2/ The quantity complaint also included quality.
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FED RAL R: [N TNSPECTION SERVICE
upported Accounts
Figcal Year 1988

{ .2 us or . e

(Pollars in Thousanda)

Obliga- Profit/ Unabligated|
Program Revenue tions (Loss) Funds |
9/30/88 9/30/88 9/30/88 9/30/88
U.5. Grain Standards act
Original Inspection $14,541 $13,197 1,344 772
Canadian Operations 315 327 (12) (667)
U.S. Appeals 819 876 (57) (878)
Original Welghing 8,036 5,705 2,331 5,292
Supv. of 0fficial
Agencies 2,178 2,314 (136) 4,278
Reglstration 15 8 7 15
GSA Subtotal 25,904 22,427 3,477 8,812
Agricultural Markerting
Act of 1946
Rice Inspection 3,213 3,516 {(303) 786
Misc. & Proc. Comm. 5,421 5,151 270 4,861 |
AMA Subtotal 8,634 8,667 (33) 5,647
FGIS Total FY 88 34,538 31,094 3,444 14,459
Prior Years Adjustments 888 250 638
FGIS Fee Total 35,426 31,344 4,082 14,459 l/

I

1/ Repregents 5.5 months' operating costs.

November 18, 1988
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Federal Grain Inspection Service

Full-Time Permanent Employment History

Number of Employees




Number of Inspections Performed
Under the U.S. Grain Standards Act

Miilions

of Inspections




U.S. Agricultural Exports-Wheat, Goarse
Grains, Soybeans, Rice and Sunflower

Million Metric Tons

1981 1982 1983

1980

Fiscal Years




