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AME&T Offers ISO Internal Audit Service

For nearly fours years, AM&T has been
performing I1SO internal audit services for
clients — both inside and outside the
Southern Tier.

Currently, companies, ranging in size
from just a few employees to several
hundred employees, are making use of
the service. All of them agree that there
are some distinct advantages to making
use of our service.

« Accomplishes the required 1ISO
internal audit function while
allowing their employees who
would have performed the audits to
focus on their primary job
responsibilities.

« The cost of AM&T’s audit service is
frequently less than the cost of
training their own auditors and their
time to perform the audits.

« Avoidance of periodic cost of re-
training to provide new auditors
who replace those who have been
lost due to job changes.

« Unbiased external auditors who
help the client take a fresh look at
their implemented quality
processes.

« Wide range of experience of
AM&T’'s RAB-certified 1ISO Lead
Assessors.

If you would like to enjoy some of the
benefits noted above contact:

Jim Cunningham: X 311 or
Bob Mann: X 305 at
607-774-0022,

for more information on AM&T’s
Internal Audit Service.
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Effective Project Management—Part 2

In our first article in this series, we discussed how to use a
project to generate constructive change, and we concluded
that to be successful we don’t so much manage a project as
manage the change the project generates.

That said, by definition, we now understand that all projects
engender change. However, the inherent uncertainty of
change, and the inevitable resistance to it, often put project
management efforts “at risk.” What can be done to minimize
the risk and maximize the outcomes?

WHAT IS THE WORK TO BE
DONE?

Determining the work to be
done must be the starting
point. Normally, the desired
outcome of a project is clearly
stated: a facility will be
relocated, a new product will
be introduced, a new line will
be installed, etc. What
becomes less clear is how
best to get from here to there
on time, while simultaneously
being sure that no major factor
is overlooked. Successfully
pulling those issues together
usually results from doing two
things well:

¢ Diligence in the way the key
elements are defined and
thought through

e Support from the
organization

In this second article in our
series we discuss the issue of
diligence. We will address
support from the organization
in a later issue.

Diligence means different
things to different people.
Technical folks are often more
concerned about detail, so
their diligence tends to favor
depth over breadth. “One inch
wide, a mile deep” is a typical
result.

The other extreme is the
generalist approach: “We'll
work out the details as we go
along.” This also fails to satisfy
a project’s need for definition.
What is a happy medium?

THE 4D APPROACH

Effective diligence requires an
appropriate breadth of
understanding.

If the technical folks are too
narrow, how “broad” should they
become? How do the generalists
get focused on the key issues?
We have used our “Four
Dimensions of Manufacturing”
methodology to define projects for
a number of our clients.

The concept of the 4D’s is based
on our long-term observation that
most manufacturing projects
require a mix of work in four broad
areas:

Engineering: The technical
details of products, facilities,
equipment, and work flows

Logistics: Factors which impact
materials (their planning and
scheduling), work sequencing,
and control of resource allocation

Organization and People: The
structure which enables the work
to be done within cultural,
reporting, and teaming
relationships

Accountability: How will we
measure what we do? What are
our performance expectations?
What will the reward system be?

The lines of demarcation among
the four are oftentimes blurry, but
exact categorizations are not
important.

What is important is that these four
“catchalls” should enable you to
define the broad scope of any project.

While the definitions may need to be
stretched occasionally, you should
not need any categories besides
these four, although certainly there
are layers and layers of detail under
each one.

IS 1T APROBLEM TO HAVE MORE
THAN FOUR DIMENSIONS?

A significant advantage to using the
4D'’s as the top-level template for all
projects is that it helps to maintain
the project’s focus. For example, let's
look at two hypothetical projects that
require MIS resources:

Project 1 requires the installation of
PCs and their connection to the
corporate network to access
engineering data. Here MIS supports
the engineering group. Since under
the 4D discipline all tasks have to
relate to one of the dimensions, the
MIS activities need to be planned
and scheduled as a subset of
Engineering.

Rather than create a stand-alone set
of MIS tasks, the 4D approach
integrates the MIS role into the big
picture.

Project 2 requires an upgrade to the
MRP/materials systems. Here an
MRP/materials MIS need is likely to
be a major undertaking.

The knee-jerk reaction might be:
“There’s a lot to do; let's add MIS to
the 4D’s.” However, by limiting
ourselves to only four dimensions,
we are forced to integrate the MIS
tasks under Logistics. In this case,
the MIS role is not just a subset of
the big picture, but becomes a
significant portion of the Logistics
“work to be done.”

USING THE 4D’S TO BUILD A
WORK BREAKDOWN STRUCTURE
Defining and limiting the top level
structure via the 4D’s or something
similar is usually the most difficult
step. Because you have chosen to
limit yourself at the top level, you
have to think through where all of the
pieces fit at the lower levels.

next page
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Effective Project Management—Part 2 cont

Should some tasks be subsets of
one of the 4D’s, or should they be
grouped as major tasks critical to the
success of one or more of the 4D’s?

This process is a logical approach to
structuring the work to be done and,
hence, is part of “diligence.” It can be
simple or involved, depending on the
nature of the project. If it is complex
or cross-functional, it needs to be
done by a person(s) who
understands the ramifications of the
structure that is developed.

Accordingly, structuring major
initiatives is normally the
responsibility of senior management,
involving only a few individuals.
Building the structure might also
include explaining the proposed
structure to those it will impact. For
instance, in the examples above, it
may be necessary to consult with
MIS personnel so that they
understand and accept what is being
proposed.

Once the structure has been defined,
the detailed work breakdown can be
developed. Typically, this is where
the functional experts become
involved. They are the folks who
flesh out the details, define the skills
needed, determine timing and
roughcut sequencing, etc. At this
point, the number of people involved
tends to increase, since you are
seeking both depth and breadth in
defining the breakdown of the work
required.

A tool such as Microsoft Project can
be used to help record the tasks, but
the result is not yet a formal project
plan; it is your first attempt at defining
the project from top to bottom, across
the 4D'’s, as well as providing a feel
for the timing. Creating a working
project plan is still a few steps away.

DUE DILIGENCE

Diligence in defining the key

elements and thinking them through

will result in the following identifiable

characteristics of your project

planning:

e A limited number of top-level
dimensions

e Alogical and acceptable
substructure

e Sets of tasks that describe the
work to be done within the
structure

¢ Anunderstanding of the type
and quantity of skill sets
needed to do the work
A rough time line
Supporting documentation:
organization chart formats for
the structure; Gantt chart
formats for the rough-cut work
breakdowns

IN SUMMARY

It is more common to have
projects that disappoint their
sponsors and management
because of lack of due diligence
rather than lack of technical skills.
Project failure is seldom caused
by a misunderstanding of what
needed to be done—instead,
failure is usually due to the lack of
a methodology to ensure that all
the pieces of the puzzle are
identified, or simply not
understanding how the pieces fit
together. Many of our
assignments involve defining the
puzzle and the interrelationships
for our clients. The day-to-day
pressures make it difficult for line
management to devote sufficient
time to these analytical tasks, and
specialist managers often are not
well equipped to see “the big
picture” and make the macro
connections that are essential to
successful project planning.

Regardless of who performs the
due diligence, there must be
adequate organizational support
to enable the project team to
deliver as expected.

Greg Shea is a seasoned manufacturing
executive with 25 years of experience in
structuring, building, and developing
manufacturing and distribution
organizations, including worldwide
reengineering and acquisition
management and leadership.

AM&T Contact:
Lloyd A. Johnson, PMP
607-774-0022, ext. 312
ljohnson@amt-mep.org

cell: 607-227-6229

Around the So. Tier

call number for details

Feb. 17 Economic Summit—
Tompkins Chamber—607-273-7080

Feb.24 2005 Engineers Week
Dinner—Broome Chapter - Society
of Professional Engineers—607-
277-7100 ext. 5286

Feb. 25 & Mar. 11
Next-Generation Information

Technology Seminar Series—

Case Center—315-443-1060

Feb. 25 5th Annual
Entrepreneurship & Venture
Capital Symposium—
www.evcclub.com

Mar. 10  Your Global Business
Strategy—World Trade Center
Buffalo Niagara—716-852-7160

Mar. 16 Business After Hours
Mixer—Schuyler Chamber—607-
535-4300

Mar. 22 Small Business Lobby
Day—contact your local chamber

Mar. 30 Small Business

Resource & Opportunities Fair—
EXCEL, BCC—
sbalzhiser@yahoo.com

Mar.30 2nd Annual Outreach
Information Session—CCMR/
AM&T—607-227-6229

Apr.20 Business After Hours—
Schuyler Chamber—607-535-4300

Apr.20 Broome Business
Show—Greater Binghamton
Chamber—607-772-8860

Apr.22 Next-Generation
Information Technology Seminar
Series—Case Center—315-443-
1060

May 18 Business After Hours—
Schuyler Chamber—607-535-4300

June 15 Business After Hours—
Schuyler Chamber—607-535-4300

Find the latest U.S.
Commercial Service Trade
Leads &

Business Opportunities

WWW.
export.gov/comm_svc/
tradeleads/stradeleads.asp
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Manufacturing Tax Reductions Fall Short:

Overseas Competitors Will Continue to Enjoy Lower Rates

Executive Summary

< The U.S. has the second highest corporate
income tax rate (behind only Japan) out of 23
leading industrialized nations

< Although the U.S. is lowering this rate from 35%
to 32% over the next five years, its rate will
remain well above the median

< Manufacturers are also bearing a
disproportionate share of taxes

< Although manufacturing is now receiving only
7% of total corporate profits, it is paying 25% of
corporate tax revenues

» Bottom line: While the new tax cuts on domestic
production move in the right direction, deeper
corporate tax reductions are needed to keep
U.S.-based manufacturing competitive in the tax
arena

The American Jobs Creation Act, signed by
President Bush in September 2004, lowered the top
corporate income tax rate on domestic
manufacturing from 35% to 33.95% in 2005-06,
32.90% in 2007-09, and 31.85% beginning in 2010.
This was achieved by giving manufacturers a new
deduction equal to 3% of “domestic production
activity” income in 2005-06, 6% in 2007-09, and 9%
beginning in 2010.

As an expression of the growing concerns about off-
shoring and the loss of manufacturing jobs, the basic
purposes of this legislation are to strengthen U.S.-
based manufacturing and keep more production at
home, while restoring high-wage manufacturing
employment. Another goal is to lower the costs of
U.S. exports and attract more manufacturing
investment to American shores.

While the 2004 Jobs Creation Act is a step in the
right direction, it is overdue. The reality is that most
of our trading partners have dropped their corporate
income tax rates faster than the U.S. since 1985.
The U.S. corporate tax rate fell by 22% between
1985 and 2004, while the average rate for all others
dropped by 32%. Further, the deepest decrease in
the U.S. rate (from 50-38%) resulted from the 1986
Tax Reform Act (TRA), but has remained steady (at
38-39%) subsequently. Indeed, the effect of the
1986 TRA was highly favorable for manufacturers,
putting the U.S. (at 39%) below the median rate (of
40%) of its global competitors. Since the TRA,
however, the U.S. rate remained at 38-39%, while
the other nations continued to drop their rates in the
intervening period—with the result that the U.S. rate

in 2004 (39%) was five points above the median
(34%) that year.

As a result, the U.S. corporate tax rate (39%) is the
second highest in the world, behind only Japan
(42%). To retrieve the relatively advantageous
position it had in 1990, the U.S. would have to drop
its rate by 6% to be below the median—not by the
3% secured by the 2004 Job Creation Act. Even this
projection assumes that the median rates of the
other 22 states in the analysis will remain static at
their 2004 level. History suggests, however, that
those states will continue to reduce their rates as
international tax competition persists.

To match China’s rate of 30%, the U.S. would need
to drop its rate by 9%.

Another factor that justifies the exceptional treatment
of manufacturing in the tax code is the
disproportionate share of taxes traditionally borne by
manufacturers. Manufacturers’ share of taxes has
been consistently higher than their share of profits—
and this situation has worsened.

The following table summarizes the point:

Manufacturers Share of Tax Revenues

Against Profits

Share of Profits Share of Taxes
1987 22% 41%
2004 7% 25%

This situation doubly penalizes manufacturers: as
their relative share of taxes rises, their profitability is
reduced. This downward spiral further increases the
cost of manufacturing in the U.S.

As this analysis concludes, the 2004 Job Creation
Act was a step in the right direction, but did not go
far enough in giving U.S.-based manufacturing an
even playing field in the tax arena with its leading
trading partners. This factor should be taken into
consideration as the government and industry tax
communities wrestle with the President’s call for
fundamental tax reform.

~NACFAM Issues Brief, January 2005, A Concise Overview of a
Critical Public Policy Development Affecting U.S.-based
Manufacturing~



Associates’ Corner

ELECTRONIC
[ETFIlE] oo
ASSOCIATES

"Let Our Experience Save
Associates Downtime and Money”

AM&T Associate Since 1/2001

EMA of New York is an industrial & commercial
electronic control solution provider. EMA
specializes in AC & DC electronic variable speed
motor drives for all applications. Some of their
services include: on-site repair, in-shop repair,
preventive maintenance, training, spare parts,
replacements of drives, circuit boards, complete
system retrofits and upgrades. They are also an
authorized service center for most major
manufacturers of AC & DC motor controls.

Based out of the Cortland, NY facility, EMA has
been serving the Northeastern United States for
over 15 years. Previously known as Service
Electronics and now EMA of New York, they are
part of a larger company based in Atlanta, GA.

If you would like to receive their quarterly
newsletter or have any questions, please call
Dean Williams @ 607-756-0424 or e-mail:
info@emainc.net. To learn more about EMA
please log on to http://www.emainc.net.

ENSCO, Inc., founded in 1969, is currently the
largest software engineering firm in Central New
York, employing over
350 software
developers, engineers,
and high-tech professionals. Both local and national
customers rely on ENSCO's ability to provide a full
range of services from turnkey solutions to
specialized engineering services and consulting.

AM&T Associate Since 1/1994

ENSCO'’s integrated solutions offer improvements in
operating costs, process accuracy, quality, control,
operator interfaces, and functionality. Specific
technical specialties include:

* Process Automation
Industrial Controls
Automated Test and Measurement
Business Systems Integration
Custom Sales Tools

W

Finger Lakes Engineering (FLE) has been
providing clients with a complete design services,
such as PC-side software and embedded
firmware design, since 1999. FLE specializes in
the development of high-speed custom
engineered microprocessor control systems. It's
designs are utilized by client's whose industry
segments range from audio-effects pedals for
guitars through fingerprint recognition security
systems and 3-Phase AC conversion products.

FLE is located in Ithaca, New York and recently
leased and renovated a 3600sq.ft office space,
which will allow the firm to continue to serve its
growing client list, both in Central New York and
across the United States. Finger Lakes
Engineering currently employs six full-time
engineers and a management staff consisting of a
Director of Business Development, Engineering
Project Leader, Office Administrator, and the
company President. For more information visit
the company website at: www.fl-eng.com

Successful regional relationships with companies
such as Lockheed Martin, IBM, BAE SYSTEMS,
EIT, Rockwell Collins, L3 Communications and
Universal Instruments has resulted in expanded
business for ENSCOQO’s unique blend of turnkey
solutions and consultative expertise.

A key new strategic initiative is the introduction of
the Sales Velocity Accelerator as part of ENSCO'’s
Business Solutions Suite. The Sales Velocity
Accelerator is a process designed to ensure that
appropriate technology tools are in place to support
the critical sales producing activities needed for
business success.

For more information please contact:
Tom Matarese:
800-933-8930 X 6332 or
607-741-6332
tarese.tom@ensco.com

www.ensco.com
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BU to Launch Microelectronics Center

Binghamton University has been awarded a
competitively bid contract from the U.S. Display
Consortium (a collaborative effort of private industry
and the U.S. Army Research Laboratory in Adelphi,
Md.) to establish and operate the Center for
Advanced Microelectronics Manufacturing (CAMM).
The USDC will initially provide $10 million in
equipment to establish the center, which will
combine University, and other academic,
government, and industry partners to help speed
microelectronics-manufacturing research and
development in a roll-to-roll (R2R) format.

Currently, most advanced electronics components
are produced on silicon or quartz wafers, or on
plates of specialized glass in a “batch” process that
has the backbone of the integrated-circuit and flat-
panel-display industries. An R2R process means, in
theory, that components can be produced more
efficiently, at higher yields, and at a lower cost than
is common practice today, because material-
handling is reduced and throughput rate is increased
with a continuous web process. The expected R2R
result is conformable, rugged, lightweight electronic
components and innovative products for
commercial, consumer, and military markets.

Binghamton University will recruit, integrate and
manage academic, government and industry
participation while creating, launching and
maintaining the technical R&D program at the
center.

Cornell University and Endicott Interconnect
Technologies will assist and private companies will
participate through paid membership fees and
funded research programs.

The CAMM will also work in tandem with the U.S.
Army-funded Flexible Display Center (FDC) at
Arizona State University (Tempe, Ariz.) on display-
related R&D.

Bahgat Sammakia, professor of mechanical
engineering and director of Binghamton University's
Integrated Electronics Engineering Center and its
Small Scale Systems Packaging Center, will serve
as the CAMM’s director. “The center’s infrastructure
presents great opportunities,” Sammakia said. “We
will execute, execute on time and do things right and
the results will be absolutely spectacular.”

For more information: www.binghamton.edu

Technology Licensing

The Technology Need of the Week is an anonymous request for technology, distributed through the yet2.com

marketplace, that you and your organization may be able to fulfill. Responding to a Tech Need is the first step to gaining
an introduction with a prospective "buyer” for your technology solution.

Effective Torque Measurement Technologies

Torque measurement and reporting technologies for air-
and DC-driven industrial power tools are needed. The
tools should produce continuous or impulse torque, and
they may have straight or angle shafts. The desired
torque range is 0.1-1,000 Newton-meters with a particular
interest at 1-200 Newton-meters. A single sensor is not
expected to work across the entire range from fractional
measurements to 1,000 Newton-meters, but the
technology should be able to handle measurements
across this range.

Respond to this technology need at:

www.techbriefs.com/techsearch/tn/torque.html
email: nasatech@yet2.com
Phone: 617-557-3800

Materials for Novel Optical Effects on Surfaces

A technology that can modify the visual and optical
properties of hydrophilic and hydrophobic surfaces is
needed. The technology solution should ideally be
delivered via a surfactant-containing aqueous medium.
The technology should also be able to generate optical
effects that are perceivable by the human eye through
low levels of an added material that is suitable for
consumer applications. Optical materials are desired that
may deliver benefits such as enhanced shine, sheen,
luster, and brightness.

Respond to this technology need at:

www.techbriefs.com/techsearch/tn/optical.html
email: nasatech@yet2.com
Phone: 617-557-3800

R&D FUNDING: The Missile Defense Agency 2005 STTR Solicitation may now be previewed at:
http://link.abpi.net/l.php?20050203A8 Select "DoD SBIR/STTR" on the toolbar. The STTR Program provides up to
$850,000 in early-stage R&D funding directly to small companies working cooperatively with researchers at universities

and other research institutions. This is your opportunity to contact topic authors prior to the opening of the solicitation for
proposal submission on March 15.
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Earning Your Wings

You've probably heard the
rumors: Angel investors
aren't as angelic as they
used to be. Such investors,
generally wealthy
individuals, have been
essential to American
entrepreneurs, betting on
early-stage ventures that
frighten most other investors. But angels are getting
a lot harder to please. And that has implications for
any entrepreneur seeking seed funding.

Angel investors
are getting
tougher.

To land seed

money, you
should, too.

The good news is that angels are picking up much
of the slack from venture capital funds, which are
increasingly focusing on later-stage outfits. Last year
alone, 42,000 angels plowed $18.1 billion into early-
stage companies, compared with a mere $304
million plunked down by VCs, according to a recent
study by the University of New Hampshire's Center
for Venture Research. But while angels have always
had high hopes for the companies they invest in,
these days they rely a lot less on their guts than they
do on the facts, says David Rose, chairman of the
New York Angels, a 50-member group in

Manhattan.

Not surprisingly, the shift dates back to the dot-com
crash -- which made all investors more risk-averse.
As a result, most angels are interested only in
companies that are likely to post positive cash flow
within 12 to 18 months. "l want to know if | can
double, quadruple, or increase my investment
tenfold in five years," Rose says. Unless you already
have a service or product, a few customers, and an
exit plan, that's not likely to happen.

Rudy Prince learned that lesson last year when he
began drumming up financing for Always On
Wireless, the telecom start-up he founded in
Houston in 2003. Back in 1988, Prince had landed
$500,000 from angels for his first company, JetFax,
so he thought he knew what to expect. JetFax's
product -- software that lets users send faxes over
the Web -- was little more than an idea on paper.
But the angels had no problem signing on. This time
around, Prince had a fully developed product -- the
WiFlyer, a gadget that lets dial-up users connect to
the Internet without wires. What's more, Prince and
his partners had already ponied up about $200,000
in seed money, so they were asking angels to
participate in a first round of investing, which is
considered less risky than standard angel deals.
Nonetheless, he says, the angels he talked to were

extremely skeptical. "They're no longer relying as
much on leaps of faith when it comes to investing,"
he says.

Still, by waiting until his start-up was perfectly
positioned, Prince increased his chances of landing
an angel deal. After Prince tapped his network of
friends and business associates, a friend introduced
him to a group of former telecom entrepreneurs,
who plowed $1 million into Always On last July. The
financial terms weren't much different than they had
been in '88. Both groups of angels, for instance,
expected returns equal to between five and 10 times
their initial investments. But today's angels weren't
willing to wait. JetFax's angel investors didn't receive
a return for nine years, when the company went
public in 1997. This time around, the pressure is on
for Prince to make an exit within five years. With
IPOs harder to pull off than in the late 1990s, Prince
plans to focus on finding a buyer. He would not
disclose the equity stake his angels received in the
JetFax and Always On deals. But, in general, angels
have always expected to get 25% to 35% of the
company stock. Of course, the value of the stock
varies depending on the market value of the
company's assets, and, since Prince's first business
was less mature, it garnered a much lower valuation
than Always On.

Still, in one way at least, landing angel financing has
gotten easier. Until recently, there was no
clearinghouse for angels, making them difficult to
find. Last year, however, the Ewing Marion
Kauffman Foundation launched the first angel
investor network -- the Angel Capital Association --
which has 60 members so far. Its website
(www.angelcapitalassociation.org) features a
directory of dozens of angel groups, sorted by state
and region.

Even though angels are getting tougher, they've
remained true to their name when it comes to
offering advice and support to entrepreneurs. "They
bring a lot of experience and know-how to the table,"
says Prince. "They have a real interest in seeing you
do well." Prince's angels, for their part, used their
industry connections and expertise to help him bring
the WiFlyer to market in time for the 2004 holiday
season. This year alone, he expects his fledgling
company to generate an impressive $10 million in
sales. As far as Prince is concerned, he's found the
perfect match. "If you can get good angels that offer
more than a check, then you have found a great fit,"

he says.
~Inc, Jan. 2005 by Darren Dahl~
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59 Court Street, 6th FI
Binghamton, NY 13901

March 2005

Address Service Requested

o

AM&T to Host 2" Annual Outreach Information Meeting

with the Cornell Center for Materials Research (CCMR)

Got costly problems with the materials you use? Maybe we can
help. Whether you're looking to solve an ongoing problem or are
just interested in exploring how your company could benefit from
the cutting-edge materials research at Cornell University - look no
further... AM&T and the Cornell Center for Materials Research
(CCMR) have renewed their partnership to reach out to small and
mid-sized businesses that have materials-based research,
analysis, testing, or problem solving needs.

Our outreach efforts during the last year have assisted several
companies in Upstate New York — from analyzing materials using
CCMR equipment and facilities to working with Cornell faculty on
methods to improve material processing.

The keynote speaker will be Margaret W. Frey, Asst.
Professor, Textiles and Apparel, presenting “New
Developments in Fiber Formation”. This work involves novel
polymer fibers created by an electrospinning process which
produces a non-woven fabric with many interesting applications.
CCMR members, faculty and staff will be on hand to present tips
on establishing productive university/industry relationships, and an
overview of Cornell’'s materials testing capabilities and facilities.

There is no cost for this session but reservations are required.
Don’t miss this opportunity to learn about CCMR and make a
connection!

Date: March 30, 2005 Location: Owego Treadway
Time: 1:30pm to 4pm
Contact Lloyd Johnson at:
l[johnson@amt-mep.org or (607) 227-6229

Non-Profit
U.S Postage
PAID
Permit No. 65
Binghamton, NY

Please Route to:

President / CEO
Vice Pres.
Quality Mgr
Plant Mgr

HR Director
Safety Mgr

O00D0DOD

Staff Directory

Tel: 607-774-0022
Fax: 607-774-0026

Jim Cunningham—Ext. 311
Business Developer/Principal Consultant
jeunningham@amt-mep.org

Norma Cushner—Ext. 302
Administrative Assistant
ncushner@amt-mep.org

Robert Edwards—Ext. 307
1.S. Administrator
redwards@amt-mep.org

Ed Gaetano—Ext. 304
Executive Director
egaetano@amt-mep.org

Lloyd Johnson—Ext. 312
Principal Consultant
liohnson@amt-mep.org

Bob Mann—Ext. 305
Principal Consultant
rgmann2@stny.rr.com

Carol Miller—Ext 316
Principal Consultant
cmiller@amt-mep.org

Kathy Peacock—Ext. 308
Finance Administrator
kpeacock@amt-mep.org

Carl Terpack
Consulting Partner
cterpack@stny.rr.com

Bill Welker—Ext. 314
Principal Consultant
bwelker@amt-mep.org

“This publication is funded in whole or in part by
NYSTAR. Any opinions, findings, conclusions or
recommendations expressed in this publication are
those of the author(s) and do not necessarily reflect
the views of NYSTAR.”
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THE NACFAM WEEKLY

An Information Service of the National Council for Advanced Manufacturing on
Federal Policies and National Trends in Manufacturing

Q4 Mfg Productivity Grows 5.6%
The DOL reported that preliminary data
for Q4 show productivity growth of 2.5%
(vs 2.4% in Q3) and a growth of 4.0% for
the full year. For nonfarm business, the
growth was 0.8% in Q4 (vs 1.8% in Q3)
and 4.1% for the full year. Productivity
rose 4.0% in the business sector and 4.1%
in the nonfarm business sector. Q4
increases in mfg productivity were 5.6%
(7.3% in durables, 3.7% in nondurables)
and annual increases were 4.9% (6.1% in
durables and 3.9% in nondurables).
Hourly compensation for mfg workers
rose only 3.6% in 2004 vs the 8.5%
growth rate in 2003. See Doc#l or
http://stats.bls.gov

Mfg Down by 25,000 Jobs in Jan
DOL reported that the nonfarm payroll
employment rose by 146,000 in Jan, and
the unemployment rate dropped to 5.2%,
after job gains of 181,000 per mo in
2004. Job growth continued in several
service-providing industries, while Jan
mfg employment dropped by 25,000 jobs.
The mfg losses were widespread but
small: motor vehicles and parts
(-10,000), chemical (-5,000), and
semiconductors and electronic
components (-2,000). After its low in
Feb 2004, manufacturing added 85,000
jobs thru Aug but lost 61,000 jobs since
then. Both the manufacturing workweek
and factory overtime increased by 0.1 hr
to 40.7 and 4.6 hrs, respectively. See
Doc#2 or http://www.bls.gov

Mixed Picture for Silicon Valley
The 2005 Index of Silicon Valley is more
promising than the 2004 index. Venture
funding is up, per capita income (driven
by rising productivity) is rising, and R&D
funding is at new highs. But the Valley's
job losses in the past 4 years are the
largest percentage drop of any U.S. metro
area since 1939; and wages, income, and
VC funding are still short of the 2000
mark. Measured against the late 1990s,
before the dot-com boom, Silicon Valley
is returning to similar growth levels. The
area's workforce and infrastructure needs
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may be hard to meet. See Doc#3 or
http://www.jointventure.org

2004 VC Investing Rises to $21B
Venture capitalists reversed a 3-yr down
trend by investing $20.9 billion into
2,876 deals in 2004, according to the
MoneyTree Survey. The increase in
2004 was largely due to late stage
investments of $7.2 billion in 2004 vs
$4.9 billion in 2003. Q4 was the 11th Q
of venture investing in the $4-$6 billion
range. Life science dominated with Q4
investments of $1.5B. Software was the
largest industry category with $5.1B, but
telecom continued to slide. Semicon
investing recovered to reach $1.6B. See
Doc#4 or http://www.pwcglobal.com

Global Semiconductor Sales Up 28%
The  Semiconductor Industry  Assn
reported global sales of semiconductors
rose 28% from 2003 to reach a record
$213 billion in 2004. For the first time
since 2000, global chip sales surpassed
$200 billion. World semiconductor sales
had fallen to $139 billion in 2001
following the collapse of the dot-com
boom, the 9/11 terrorist attacks, and a
mild economic downturn. Very strong
year-on-year growth during the first half
of 2004 drove worldwide sales growth at
a faster rate than the earlier SIA forecast
of 19% growth for the year. Global chip
sales grew by 36.5% year-on-year during
the first half of 2004 compared to 21% in
the second half. See Doc#5 or
http://www.sia-online.org

Global DOD Acquisition

In his Dec keynote address at a CSIS
Forum on Defense Tech, U/Sec of Def
for Acquisition, Tech, and Logistics
(acting) Michael Wynne spoke on
significant changes in DOD acquisition
policy. They are looking beyond just the
U.S. industry base. He said, "We want to
hear what all companies have to offer

--both American and international, as
well as both traditional defense
companies and non-defense companies."
He spoke of new opportunities in

logistics and in RFID implementation and
the need to reverse the "steady trend
downward in the number of Americans
enrolling and graduating in the sciences
and engineering subjects." See Doc#6

No Funds Requested for VocEd
According to the budget proposed on Feb
2, the Administration will request no
funding for current Voc Ed programs,
although the new High School Initiative
would allow States to continue such
activities if they choose. This results
from the Admin's Program Assessment
Rating Tool which rated Voc Ed State

Grants as “ineffective" in producing
evidence of improved outcomes for
students.  Also the Nat'l Assessment of

Voc Ed report to Congress (Jun 2004)
found no evidence that HS Voc Ed
courses contribute to academic
achievement or college enrollment. See
Doc#7 or http://www.ed.gov

Budget to Cut MEP Funds 57%
The American Small Manufacturers
Coalition warned that the proposed
FY?2006 57% cut of MEP funding from
$109 million to $46.8 would have
multiple negative consequences for small
and medium-sized manufacturers since
MEP centers used up their reserves to
survive a budget setback a year ago. An
independent survey noted that the cut
means that U.S. small manufacturers will
not realize $1.49 billion in sales; will not
make $516 million in new investment;
and industrial workers will lose 28,480
more  jobs. See Doc#8 or
http://www.nemw.org

Grants/Conf/Web Sites/Pubs: Doc#9

For a copy of the complete
report contact Norma
Cushner at:
ncushner@amt-mep.org



