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PA INDUSTRIAL

RESOURGE GENTERS

Created in 1988, The Industrial Resource Centers (IRCs) provide technical assistance to small and mid-sized manufacturers by
applying advanced management and production philosophies and techniques.
The seven regional centers provide assistance through individual projects or local initiatives and are also part of the

National Manufacturing Extension Partnership.

Delaware Valley IRC (DVIRC)

Mr. Joseph Houldin
CEO

Mr. Barry Miller
President and COO
2905 Southampton Road
Philadelphia, PA 19154
(voice) 215-464-8550
(fax) 215-464-8570
Jhouldin@avirc.org
bmiller@dvirc.org
www.dvirc.org

MANTEC

Mr. John W. Lloyd
President

227 West Market Street
PO. Box 5046

York, PA 17405

(voice) 717-843-5054
(fax) 717-854-0087
lloydjw@mantec.org
www.mantec.org

Manufacturers Resource
Center (MRC)

Jack Pfunder
Executive Director
125 Goodman Drive
Bethlehem, PA 18015
(voice) 610-758-5599
(fax) 610-758-4716
www.mrcpa.org

Northeastern PA IRC
(NEPIRC)

Mr. William J. Desciak
Executive Director

Hanover Industrial Estates

75 Young Street

Wilkes-Barre, PA 18706-1471

(voice) 570-819-8966
(fax) 570-819-8931
bill@nepirc.org

wWWw. nepirc.org
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Industrial Modernization
Center, Inc. (IMC)

Mr. James K. Shillenn
Executive Director

P.O. Box 3066

Business and Technology Center
2401 Reach Road, Suite 450
Williamsport, PA 17701
(voice) 570-329-3200

(fax) 570-329-1440
Jshillenn@imcpa.com
www.imcpa.com

Catalyst Connection

Mr. Steven G. Zylstra
President and CEO
Pittsburgh Technology Center
2000 Technology Drive
Pittsburgh, PA 15219

(voice) 412-687-2700
(voice) 888-887-7472

(fax) 412-687-5232
szylstra@catalystconnection.org
www.catalystconnection.org

Northwest PA IRC (NWIRC)
Mr. Chet Kempinski
Executive Director
Uniflow Center

1525 East Lake Road
Erie, PA 16511

(voice) 814-456-6299
(fax) 814-459-6058
ckempinski@nwirc.org
www.nwirc.org

THE IRCS PROVIDE THE

FOLLOWING SERVICES:

e Market analysis and development

e Selection, implementation and
optimization of available technologies

e Production planning and inventory control

e factory and office automation

e Quality assurance and improvement

e [ ean manufacturing

e Supply chain development

e Workforce development

e Enterprise management

e Electronic business and information
technology

This program is one of the nation’s largest
in manufacturers’ assistance and brings:
new economy tools to Pennsylvania manu-
facturers, including the acceleration of
state-wide activities to encourage the use
of electronic content in traditional prod-
ucts and the development of an original
equipment manufacturer/supplier training
initiative.

TO APPLY FOR ASSISTANCE
CONTACT YOUR REGIONAL IRC.




THE NEW
WORKFORCE

By Jim Shillenn, IRC Network Director

eveloping and maintaining a high-
unality workforce continues to be

one of the most challenging issues
for manufacturers. Even Henry Ford, a
master of manufacturing productivity had
workforce problems. Ford was a productivity
leader where in 1914, 13,000 workers at
Ford made 260,720 cars. By comparison, in
the rest of the industry, it took 66,350 work-
ers to make 286,770 cars.

There was, however, a price to pay to
keep assembly-line workers - Ford had to
hire 963 workers for every 100 workers that
were needed to work. Henry Ford under-
stood the monotony of this kind of
unskilled work and once commented in
frustration, “Why is it that whenever I ask
for a pair of hands a brain comes attached?”

Ford's solution to the worker turnover
problem was to raise the minimum pay to
$5 per eight-hour day, which was nearly
double what they could get in other facto-
ries. Ford realized that retaining employees
at a higher wage would lower costs in the
long run as a result of lower turnover and the
higher productivity that results from having
an experienced workforce.

With globalization, Ford's business
model of hiring and retaining low or
unskilled workers by paying them well is no
longer a viable business model for U.S. man-
ufacturers, whether they are larger or smaller
firms. Workers in other countries are paid
well by their countries' economic standards
at hourly wages that are a fraction of U.S.
minimum wages.

This drives U.S. manufacturers to a
model that consists of producing specialty
products for local or regional markets or
competing nationally or internationally by
having highly skilled employees producing
high margin non-commodity products and
services.

Both business models, especially the lat-
ter, will require what has been referred to by
the late Peter Drucker as “knowledge work-

ers” - people whose jobs require formal and
advanced schooling. For manufacturing, he
envisioned a workforce of “knowledge tech-
nologists” who would have formal educa-
tion as well as continuing education
throughout their careers to continually
upgrade their skills in response to the chang-
ing technology and changing demands of
their profession.

However, the National Association of
Manufacturers Skills Gap Report observes
that there continues to be a growing discon-
nect between the U.S. workforce and the
employers' approach to recruiting and
retaining workers. The article on page 6
provides readers with a more in-depth
summary of the findings of this report, as
well as resources that manufacturers can tap
to bridge the gap.

For manufacturers to be competitive,
they will need to make a transition from the
19th and 20th Century, labor-intensive,
command-and-control workforce model to
the professional “knowledge worker” model
where self-directed professionals will drive
both the companies innovation strategy and
product lines.

How you view and reward your work-
force may be an indicator of whether or not
your company is effectively making this
critical transition or even understands what
needs to be done. Finding and retaining
qualified employees will continue to be a
chronic and worsening problem for your
company if one or more of the following

apply:

* Your profitability and ability to compete
depends upon a workforce that consists of
mostly low-skill or non-skilled labor.

* You believe pay and benefits are your only
tools to attract and retain employees.

* You don't invest in training your employees
because it costs too much or you're afraid
they will find another job after you train
them.

Like it or not, the world of manufac-
turing has been forever changed. Just like
Ford's Model T is obsolete, so is the economy
and the workforce model that produced it.
These global changes do not mean the end
of American manufacturing, but provide
progressive manufacturers with the opportu-
nity to take advantage of the new knowledge
workers who can contribute more value
to your company both in terms of skills,
products and productivity. ()

q¢

How you view and
reward your work-
force may be an
indicator of
whether or not
your company is
effectively making
this critical transi-
tion or even
understands what
needs to be done.

)
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By Evan Pattak, Contributing Writer

or well over a decade, the National
FAssociation of Manufacturers and its

partners have been studying the state
of the art in America's manufacturing sector
and arriving at a similar conclusion with
each survey: the gap between the skills man-
ufacturers need and the talent available is
broad. But with its 2005 Skills Gap Report,
NAM sounded a particularly shrill alert:

“The Skills Gap Surveys have recorded
an alarming trend: The largest manufactur-
ing country in the world can barely find the
skilled employees it needs to remain com-
petitive in a global economy.”

Just in case anybody missed the point,
NAM restated it in even starker terms:

“Plainly said, unless solutions to the
skills gap issues are acted upon with great
focus and determination, this country will
likely be left behind in the global competi-
tive race.”

The survey, undertaken by NAM in
association with Deloitte Consulting
LLP and NAM's think tank, the
Manufacturing Institute's Center for
Workforce Success, spanned more than 800
manufacturers and uncovered the continua-
tion of tendencies first noticed many years
before. For one, manufacturers are strug-
gling to find skilled workers:

“... 90 percent of respondents indicat-
ed a moderate to severe shortage of quali-
fied skilled production employees . . . Skills
shortages are having a widespread impact
on manufacturers' abilities to achieve pro-
duction levels, increase productivity, and
meet customer demand.”

Moreover, the scarcity of qualified can-
didates is just as acute at the entry level,
where manufacturers can't seem to engage
people with the most rudimentary skills.
Notes the survey:

“ ... more than one-third of respon-
dents also claimed shortages of unskilled
production employees . . . the most fre-
quently cited concern is inadequate basic
employability skills, including attendance,

timeliness and work ethic.”

Identifying and hiring the right people
- at the top and bottom levels - is such a
severe problem that at least 10 percent
of the total positions at participating com-
panies remain unfilled.

Compounding these difficulties is
employers' stubborn reliance on traditional
methods of worker satisfaction, such as
wages and benefits, rather than more
contemporary tools, including training,
challenging positions, career paths and
empowerment.

“There is a growing disconnect between
what today's workforce wants and what
employers traditionally offer,” the report says.
“The phrases used to describe the disconnect
are familiar - lack of employee management,
loss of company loyalty, and the need for a
new employer/employee 'deal' . . . Against
this backdrop, it is somewhat surprising to
note that only 13 percent of respondents
indicated that one of the reasons they provide
training to employees today is a way to attract
new workers.”

To add insult to injury, the report notes
that workforce investment boards, created by
a 1998 act of Congress to help bridge the
skills gap, have had limited impact:
“...avery large percentage of respon-
dents either has never heard of the govern-
ment workforce programs or has never been
contacted by workforce investment boards.”

None of this is particularly fresh or
eye-opening. But, Stacey Jarrett Wagner,
Managing Director of the Center for
Workforce Success who designed and man-
aged the survey, observes that while the
findings of recent research haven't changed
much, the world has. The emergence of
China and India, in particular, with mas-
sive, well-trained workforces that can
undercut the prices of U.S. competitors, is
particularly significant.

“It’s like getting fat,” Wagner says.
“You eat a little bit too much, you don't
pay attention to your cholesterol, the next

Plainly said, unless
solutions to the skills
gap issues are acted
upon with great focus
and determination, this
country will likely be
left behind in the global
competitive race.

thing you know, you have a heart attack.
We've seen the same sort of thing in the
last 10 or 15 years of Skills Gap surveys.
We didn't start dieting five years ago when
we needed to. Having a smart, innovative
workforce continues to be our strong suit,
but the new entrants into the workforce
offer few technical skills, and they're driv-
ing prices down.”

Part of the problem is the quantity and
quality of training, both in-school and on-
the-job. We're not doing enough of it, and
what we're offering may be passé.

“My golly, a lot of what gets taught in
skills these days is for right after World War
I1,” Wagner says. “More sophisticated skills -
analytical abilities, problem-solving, commu-
nications in the written and spoken word,
technical skills - are becoming the baseline.

“We need to find ways to work and
learn at the same time. That can mean train-
ing at the work site, training at local commu-
nity colleges or technical schools. We have to
include training in the business strategy.
There's a lot of research that shows that if you
offer employees more opportunities for train-
ing and advancement, they are very likely to
stay with you.”

Not helping at all is the lingering image
of manufacturing as a dead-end career
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played out on dimly lit, hazardous stages. It's
a funhouse picture that persists despite the
infusion of advanced technology into much
of the manufacturing base.

“A lot of images about manufacturing
are wholly outdated,” Wagner says. “It's not
dark, dirty, dangerous. You won't wear a hair
net on the floor. It's not like that anymore.
There's a stronger use of technology, nicer,
well-lighted environments, more emphasis
on personal responsibility, career ladders.
But we haven't conveyed that.”

The situation in Pennsylvania mirrors
the national scene, but the state is attacking
the problem on a number of simultaneous
fronts. Says Fred Dedrick, Executive
Director of the Pennsylvania Workforce
Investment Board:

“We are clearly cognizant of the fact that
we have to do a lot more to make sure our
manufacturers have the workers they need to
be competitive in the future. We're doing a
lot. We need to do more. But Pennsylvania's
manufacturers are an incredibly impressive
group. I think we've turned the corner to
helping our companies understand how they
can compete on a global basis.”

The NAM report recommends these
approaches to narrowing the skills gap:

* Provide more incumbent worker training.

* Develop partnerships that include the
public, private and education sectors.

¢ Sharpen curricula in elementary and
high schools, community colleges and
career-oriented institutions so that
schools are preparing students for the
most essential positions.

¢ Shine and buff manufacturing's
dreary image.

Here's a look at the state's efforts in
these key areas:

INCUMBENT WORKER

TRAINING

The Skills Gap report indicates that, while the
nation's manufacturers are allocating more
time and money to training current workers,

they're not completely sold on the potential.
Seventy-three percent of respondents offer
training because it's a “business necessity,”
but only 13 percent see it as a tool for
attracting new workers.

There's no such uncertainty about
training in Pennsylvania. Through Gov. Ed
Rendell's Job Ready Pennsylvania package,
the Commonwealth is providing $15 mil-
lion to support incumbent worker training
programs. For the most part, these funds
are targeted to industry clusters, where joint
efforts among groups of manufacturers can
produce more bang for the buck. But the
efforts of single companies to improve the
skills base of their employees won't be
ignored.

“If there's a group of employers work-
ing together to improve their competitive
situation, and they identfy a skills gap
within their own company, we have a pro-
gram to address that,” Dedrick says.

Manufacturers these days are running
so lean that removing workers from their
tasks for training purposes can have adverse
short-term consequences, such as the
inability to meet production goals and cus-
tomer needs. To ameliorate that problem,
the state offers ready-made training modules
that can minimize worker down time. Says
Sandi Vito, Deputy Secretary for Workforce
Development for the Pennsylvania
Department of Labor & Industry:

“[Participating manufacturers] don't
have to create training programs on their
own. They may lose some production time,
but they don't need full-fledged HR people
to develop and implement the training.
Also, there's the ability to send one or two
people at a time as opposed to shutting
down the whole line.”

INDUSTRY PARTNERSHIPS

Most state-supported incumbent worker
training programs involve such partner-
ships - and the relationships can extend far
beyond that. In southwestern Pennsylvania,
for example, the state is working with four
workforce investment boards, Duquesne
University and economic development
organizations on a strategic plan to support
manufacturing in a 10-county area.

The Food Processing Education and
Training Partnership, based in the south-
central portion of the state, includes more
than 15 food processing companies from a

10-county area that are collaborating to
align their training needs with educational
resources.

The Central Pennsylvania Workforce
Investment Board has pulled together a
consortium of modular/manufacturing
housing and plastics producers to focus on a
comprehensive worker retention strategy. In
Lancaster, the workforce investment board
has undertaken a similar initiative for the
food packaging industry.

As these nascent partnerships grow,
they'll reach out to include the educational
community.

“As we put together these partnerships,”
Dedrick says, “we will better understand
workforce needs, and therefore, we'll be bet-
ter able to communicate to our education
partners what occupations they should
focus on.”

MORE RELEVANT CURRICULA

Here, the state is aiming high. It wants to
transform the way people are prepared for
manufacturing careers.

“The days of a linear education path,
where you move from school to an employer
and up the career ladder, are gone,” Vito says.
“We need a system of lifelong education. It's
as true in manufacturing as it is in business
and financial services. Pennsylvania
remains one of the few states that doesn't
have standards around what types of math
and science skills one needs to graduate. We
need to fix that.”

Among the most potentially far-reaching
initiatives is Project 720 - so named because
students typically spend 720 days in high
school. Participating students receive not only
strong academic preparation, but they also
spend a generous amount of their time on-
site with business partners.

“We want to totally revamp high
schools, hold them to much higher

PR MANUFAGTURER voLUME 4 « NUMBER 2 » 2006




Prism Engineering

One Certifled Source!

Gat the Maximum Return on Your CARMCAM nvesiment by Jodring Forcas
With Prism Enginearing, PA's Incustry Leader for Over 15 Years!

Technical Support: Products: Training:

w il B accpart- heil BChinpcid Suppod T rEgans &1 Solitn o ® Cenlilied & expar-lewel raming

& Experinnogd togm ol CADWCAM arginssrs SalidWarks, Mastarcam & Sala-ol-Fwe-an fraining facilifies
ant maciEmists and Dimension A0 printing ihroughout P&

= Stalt of TEN cadified applcaiions engneers- oot Byring w Casstoim, On-sil and W iraining

Ihe region s farges!

d.I-EFI'lEIIS?DII MHH

JHF pranimy’ praln- fppeng

Call Prism to Advance Your
Engineering & Manufacturing Growth!

CADCAM Sywiama

: and Training Centnrs phone: (B88)44 1-9696 WWW. prisme ﬁ.mm

Fel TR

T

Is your

Marketing
on Target?

HIT A BULL'S EYE WITH KEY CORPORATE
DECISION MAKERS ACROSS THE
MANUFACTURING INDUSTRY

PA Manufacturer offers you the opportunity to score big with your
advertising dollars. As the premier publication and resource guide to ™
Pennsylvania’s growing manufacturing community, it is the perfect marketing vehicle -
to zero in on key decision makers that make up Pennsylvania’s manufacturing base.

Reach more than 50,000 readers, including company Presidents, CEOs, CFOs and Plant Managers who look
to PA Manufacturer as the primary information tool for and about manufacturing resources. There's no better way to
score a bull’s eye in reaching the manufacturing sector.

Natalie Sweeney
412.918.4230

nsweeney@pghtech.org




standards,” Vito says. “We hope to pilot
innovative ideas in each participating dis-
trict and expand to more schools.”

The state recently pumped an addi-
tional $4.7 million into Project 720 to dou-
ble the number of school districts involved
to 80, and it introduced a companion $2 mil-
lion program to provide schools with grants
for equipment updates.

A SHARPER IMAGE

“What we need,” Dedrick says, only half-
jokingly, “is a Hollywood producer to cre-
ate a CSI of Manufacturing. What CSI has
done for science and biology is tremendous.
It's a fascinating thing. That's really the way
to educate people. Only a small percentage
of our kids ever see the inside of a manufac-
turing facility. We have to get the message out
differently.”

Even if Hollywood doesn't come call-
ing, the state is working on a script, so to
speak. In Philadelphia, Kensington High
School and Mastbaum Tech are among insti-
tutions that have partnered with Lockheed
Martin on an initiative that brings students
to the plant - and trains young workers for
the company. Students spend part of their
school days at the factory and become candi-
dates for Lockheed jobs. If the company hires
them, it will finance their ongoing study for
degrees, whether associate or baccalaureate.

“It's exposure combined with educa-
tion,” Vito says. “Parents learn to become
more comfortable with it. The face of man-
ufacturing looks much different to them.
The more we can expose students and par-
ents to the new world of manufacturing, the
more likely we are to change the old image.”

With so much activity on so many relat-
ed fronts, it seems likely that Pennsylvania
will, at the very least, narrow the skills gap in
manufacturing. But the clock, Stacey Jarrett
Wagner reminds, is ticking.

“Manufacturing really was the job for
anyone who wanted it,” she says. “It was
the creator of the American middle class. It
was Norman Rockwell. Now we're under-
standing that we have to learn to speak
three languages and be very flexible. It's dif-
ficult psychologically. We all would like it
to be the manufacturing of the 1950s, but
it's not that. In fact, it's way better, but we
have to make people understand that.

“There is a sense of urgency. Now we
need to capitalize on it.” Q)

—

IN THE DELAWARE VALLEY,
2+2+2 = 2,000

arrowing the skills gap is challenging, in part because of all the moving parts.
NTO create a steadier flow of job candidates with the right skills, you must

interest those candidates in manufacturing careers, prepare educators to teach
in new ways, integrate fresh approaches into curricula, enlist business and educational
partners, train and motivate your existing employees. And somewhere along the way,
you need to identify funding for interdisciplinary projects that typically are beyond
the purview or interests of any one government agency or foundation.

It's a daunting task, but in the Philadelphia area, the Delaware Valley Industrial
Resource Center (DVIRC) has coordinated a program that covers most of those bases
- and turns out a steady stream of qualified, eager job candidates for manufacturers in
the region.

When the project began five years ago, it was called the Manufacturing
Technicians Program. It struggled for enrollment, perhaps because of the stigma asso-
ciated with the M-word.

“You get no mileage fighting that,” says DVIRC Executive Vice President Tony
Girifalco, who changed the initiative's name to Applied Engineering Technology
Pipeline Project (AET). With its spiffy new handle, the program began to soar.

AET uses an educational model known as “2+2+2.” Juniors and seniors take col-
lege-level, skills-oriented courses in their final two years in high school. Those courses
earn them credits toward an associate's degree at a two-year college. The final two years
are spent at a four-year institution, which awards appropriate credits for all the previous
work. Delaware County Community College and Drexel University were initial partners
in the program, but AET has grown so substantially that it now includes seven four-year
institutions, three community colleges and 17 high schools and technical schools.

“That increases the options for students,” Girifalco says. “They like that freedom
and flexibility.”

To generate interest in careers, AET sends manufacturing executives to high
schools for presentations, and it stages engineering summer camps at such participating
institutions as Penn State University and Villanova University. For the professional
development of teachers, AET collaborates with West Chester University on master's-
level courses.

Funding has been particularly tricky.

“There's no state or federal program that funds the work that we're doing,”
Girifalco says, “so we had to be creative and coordinate funding streams.”

Financing from the state, the U.S. Department of Labor, the Lenfest Foundation
and a number of workforce investment boards and business and educational partners
has enabled the program to thrive.

And thrive it has. AET has funneled 2,000 job candidates into the pipeline.
Girifalco hopes to double that number by next year and reach 10,000 by 2010.

“That still won't be enough,” he says, “but if we were any more ambitious, people
would think we were crazy. What we create is a steady, predictable supply of people for
businesses here and an economic development asset that gives us a competitive edge over
other regions.”

Girifalco hopes AET will serve as a model for other programs throughout the
state. The challenge is considerable, the stakes high, but AET has demonstrated that
the skills gap can be bridged.

“The feeling here is that we have only one chance to get this right,” Girifalco says.
“This is our window of opportunity. We need to attack this thing on all fronts and make
sure we do a good job.” )
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ONTRACTS 101

THERE CAN BE MANY PITFALLS WHEN ENTERING
INTO A CONTRACT. BE SURE TO GET IT IN WRITING.

By Gregg D. Michael, Eckert Seamans Cherin & Mellott, LLC

What constitutes a legally binding
contract?

A legally binding contract is an agreement
between two (or more) parties containing
“promises” from each party to the other. For
example, in a service contract, the service
provider agrees to provide certain services to
its customer and the customer agrees to com-
pensate the service provider for such services.
The legal concept is called consideration. Of
course, contracts can take many forms, the
most common of which is a written agree-
ment between the parties spelling out the
details of the contractual relationship. These
agreements may be very short or very long
depending on the intended contractual rela-
tionship between the parties and how the
parties wish to detail their relationship.

What pitfalls do small businesses
often encounter when they enter into
a contract?
There are a few pitfalls worth noting, espe-
cially with respect to technology contracts
involving both small and large companies.
One issue that comes up over and over
again is ownership of the finished work
product. Unlike physical goods, technology
developers and their customers have a
major disconnect regarding the intangible
“goods” that are the subject of the contract.
On the one hand, the customer believes it
should own everything developed by the
service provider. On the other hand, the
service provider is likely using its developed
knowledge base to “build” the intangible
goods.

Many technology providers simply
sign the “work made for hire” clauses pro-
posed by their customers without knowing
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that they are, in essence, giving away the
store. Adding insult to injury, they may
sign on to the same terms for similar proj-
ects over and over again and that can create
a real mess when several customers seek to
assert their ownership rights. The best way
to address this issue is head-on. The cus-
tomer generally knows that it's hiring the
service provider based on that service
provider's knowledge base and the service
provider should always seck to maintain its
ownership of the same. The solution is
usually what could be called a bifurcated
ownership and license relationship where
the customer owns the unique intangibles
developed by the service provider, and the
service provider maintains its ownership of
the knowledge base (e.g., its software or Web
site development tools and methodologies).

To the extent the customer needs to
use the knowledge base tools, the same can
be licensed to the customer for its use with
the portion of the deliverables owned by
the customer. I should also mention two
other common pitfalls. First, make sure the
description of the services or deliverables
are specific enough that each party can
point to the same to determine whether the
work is complete. Second, pay attention to
the “boilerplate” language that usually
makes up the back end of the agreement.
Provisions regarding jurisdiction, venue,
assignment and other similar terms are very
important because they can impact the con-
tractual relationship if or when things go
awry. The boilerplate provisions are just as
important as the “front end” of the agree-
ment that set forth the parties' obligations,
representations and warranties and other
risk allocation provisions.

¢

A legally binding
contract is an
agreement between
two (or more)
parties containing
“promises” from
each party to the

other. , ,

What are the best ways to protect your
company in a contract?

Other than describing the bargain (who
gets what for how much) between the
parties, risk allocation is one of the primary
functions of a contract. Parties, in one way
or another, assume certain risks in any rela-
tionship. A contract is an excellent device to
define, allocate and limit those risks.
Service providers primarily use what are
known as limitation of liability clauses to
limit the amount and type of damages to
which they may be exposed in the event of



a breach of contract claim from a customer.
Typical limitation of liability clauses limit
damages to a specific amount, often to the
fees paid for a particular product or service.

Additionally, these clauses contain dis-
claimers of liability for damages other than
direct damages, by excluding liability for
consequential, special, indirect and inci-
dental damages because these types of
damages can expose a service provider to an
inordinate amount of risk. On the other
side of the equation, customers are looking
for some protections from their vendors.
These protections usually come in the form
of warranty and indemnification obliga-
tions. Each of the parties to a contract
should be very precise in the risk allocation
portions of the contract. One more very
important issue for each party to a contract
is confidentiality. In many cases, parties are
exchanging confidential information that
may be trade secret information to the dis-
closing party. Confidentiality provisions or
some type of confidentiality agreement is
necessary in order to maintain trade secret
protection if a party is disclosing that type
of information.

What about oral contracts and are they
enforceable?

Oral contracts usually are a Pandora's box
for both parties. There are specific state
laws governing what types of oral contracts
are enforceable, but as a rule of thumb I
strongly advise clients to get their agree-
ments in writing. Other than the enforce-
ability of the oral contract itself, proving
the existence and terms of an oral contract
can be very difficult. Additionally, if it's an
oral contract for the sale of goods, the
default provisions of the Uniform
Commercial Code (or the “UCC” as it's
commonly known) kick in, and those pro-
visions are generally far and away more

favorable to customers than they are to ven-
dors. The long and short of this is get your
contract in writing. Although preparing or
negotiating a written agreement may seem
costly to small organizations, those costs
pale in comparison to litigation over an oral
contract. A written contract can be an
ounce of prevention that goes a long way.

‘What happens when a contract

is breached?

A whole plethora of things can happen
when a contract is breached by one of the
parties. In some cases, a contract will allow
a breaching party a period of time to cure a
breach. Additionally, the contract may gov-
ern certain claims like a breach of warranty
and proscribe the non-breaching party's
remedies under the warranty. In the
absence of defined remedies and/or if the
breach is not cured or not subject to a cure,
then, generally, the non-breaching party
has a breach of contract claim against the
breaching party. A legal claim can play out
in many different ways, but many times I
encourage clients to engage the other party
in discussions to settle the breach and the
remedies for the same.

Litigation can be costly and time-
consuming, but the threat or actuality is a
powerful tool that should be part of the
calculus of dispute resolution. One other
important note: Over the last decade or so,
some parties have been inserting dispute res-
olution provisions into their agreements
requiring private arbitration. Many lawyers
are divided on the subject for reasons such
as cost (it may not be less expensive), confi-
dentiality (you may want the right to sue in
open court because the threat of a public
lawsuit may give a party leverage to force a
settlement), and evidentiary and discovery
rules (courts have them while arbitration tri-
bunals may be somewhat more loose). Q)

Gregg D. Michael is a member of the Business
Division of Eckert Seamans Cherin & Mellott,
LLC. Gregg handles information technology

matters, financing transactions, mergers and

acquisitions and other general corporate and
contract matters. 1o discuss the topics in this
article, please contact Gregg ar 412-566-1207

or gmichael@eckertseamans.com.
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SLOWLY GAINING ACCEPTANCE IN
PENNSYLVANIA, H$As CAN BE AN AFFORDABLE
ALTERNATIVE TO TRADITIONAL COVERAGE

BY TIM HAYES, CONTRIBUTING WRITER

he first thing most people
associate with the Medicare
Modernization Act is the

prescription drug benefit for seniors, but
another provision in that legislation is
proving to be more popular and easier to
understand and use - Healthcare Savings
Accounts, or HSAs.

Under an HSA, interest-bearing tax-
free accounts can be opened by
anyone who purchases a low-premium,
high-deductible insurance policy. The
insurance policy itself covers unseen med-
ical catastrophes. Meanwhile, the money
put into the HSA account can be used for
routine health expenses - from contact
lenses to office visits - with unused savings
accruing from year to year.

HSAs put healthcare choices back
into the hands of consumers. What's
more, they're designed to lower the cost
of insurance for many Americans who
otherwise could not afford medical
coverage. The basic idea is to give indi-
viduals a tax break while deregulating the

market for health insurance.

A NEW TYPE OF COVERAGE

While the marketing appeal of HSAs
remains strong, acceptance has been spot-
ty across Pennsylvania, lagging behind
adoption of the new plans nationally.

At least 3 million American con-
sumers currently receive health coverage
through high-deductible health insurance
plans offered in conjunction with HSAs,
according to preliminary results of a recent

study by America's Health Insurance
Plans (AHIP). According to the study,
enrollment in the new insurance policies
eligible for HSAs has roughly tripled since
March 2005, when a similar AHIP survey
found that slightly more than 1 million
people were similarly covered.

The study was based on aggregated
responses from AHIP member compa-
nies, which represent nearly all the health
insurance plans offering HSA-eligible
options. The preliminary findings also
show that the market for HSAs is becom-
ing broader, with companies offering
HSAs in more markets and to a wider
array of large group, small group and
individual customers.

“HSAs are one of the most impor-
tant innovations in the history of
American healthcare,” asserted Sally C.
Pipes, President and CEO of the Pacific
Research Institute. “Indeed, they have
the potential to eliminate the uninsured
crisis while drastically cutting medical
costs and improving service.

“About 40 percent of plans are being
purchased by individuals who were pre-
viously uninsured,” said Pipes. “And
while early critics worried that HSAs
would be used only by the young,
healthy or well-to-do, the numbers don't
bear out these fears. About half of HSA
buyers are over 40; a fifth are over 50.
Twenty-nine percent of account holders
earn less than $50,000 a year. Evidence
suggests many new HSA buyers have
chronic health troubles.”

q¢

HSAs are one of the
most important innova-
tions in the history of
American healthcare,
asserted Sally C. Pipes,
President and CEO of
the Pacific Research
Institute. Indeed, they
have the potential to
eliminate the uninsured
crisis while drastically
cutting medical costs
and improving service.

A SLOW START

“Acceptance and implementation of
HSAs is going slowly in Pennsylvania
because of the dominance of the Blues,”
noted David E. Edman, Managing
Partner of Risk Management Partners
LLC, an insurance consulting firm in
suburban Philadelphia, referring to the
traditional healthcare insurers like Blue
Cross and Blue Shield. “The Medicare
drug bill held a hidden gem, enabling
creation of HSAs because they put indi-
viduals in charge of their own cost con-
tainment, not employers or HMOs.

PA MANUFACTURER vOLUME 4 « NUMBER 2 » 2006




“It's a very different way of funding
Edman said. “There's a
learning curve involved. The newness of

healthcare,”

it scares people a little - the financial end
of it more than the medical.”

“In the local market, HSAs have
been very slow to be accepted,” said
Carol Hadlock of the Pittsburgh
Technology Council's Employee Benefits
Group, referring to the greater Pittsburgh
region. “It's been very small employers
and sole proprietors who are taking
advantage of the benefit and savings.
Nationally, we see it taking off more than
here. Where we see it being adopted
locally, it's been a total replacement of
current healthcare coverage.

“In the mid-to-large market, we have
clients planning to add HSAs over the
next three years,” Hadlock explained.
“They want to learn more about it before
totally switching over. They're taking the
time to educate their employees. They
are introducing higher deductibles, but
not quite at the level of an HSA-qualified

plan, and keeping their office visit and
prescription drug co-payments.”

“This slow acceptance has nothing to
do with the Blues in the Pittsburgh mar-

ket,” said Hadlock. “Highmark offers
qualified plan options. I think it is more
a matter of employees being spoiled with
that first-dollar benefit, and what's need-
ed is a change in their mindset. It could
be that they're worried about that up-
front period, where they could be sitting
with a big claim that has to be met as part
of the deductible, before their HSA is
fully funded.”

Truth is, people have become accus-
tomed to having full healthcare coverage,
with first-dollar coverage for hospital
stays and other healthcare services, and
perhaps a co-pay for trips to the doctor's
office, emergency room or to specialists.
Adopting an HSA turns that model on its
ear, so to speak. You're moving into a new
concept, a system where coverage doesn't
start until you reach a deductible. And a
fairly high deductible, at that. So, why
would an employer or an individual want
to switch?

THE ABCs OF AN HSA
“As an employer, you should see a 30 to
40 percent drop in premium costs,” said
Edman. “A special HSA bank account is
established for each participant to save
money needed to cover initial expenses
under the deductible. The bank works
with the IRS to make sure contributions
to the HSA remain tax deductible.
The only way it's taxed is if you use it
for something other than approved
medical expenses - and that list is
broader than you would expect,
including certain over-the-counter
medications.

“The HSA is a plan where it's not
a use-it-or-lose-it proposition,” he
“Unused funds roll
over to be used in suc-

The

continued.

ceeding  years.

¢

Under an HSA,
interest-bearing tax-
free accounts can be
opened by anyone
who purchases a
low-premium, high-
deductible insurance
policy. The insurance
policy itself covers
unseen medical

catastrophes.
)

incentive is to preserve money in the
HSA. It's up to consumers not to waste
it, not to get unnecessary surgery, use
generic equivalent drugs, and so on.

“In the past, there was no incentive
to do any of those things,” Edman
acknowledged. “Why worry about costs,
when someone else is paying for every-
thing? HSAs put power in the hands of
the employee. It gets them some skin in
the game. As a result nationally, we're see-
ing fewer elective surgeries as a trend, for
example.”

“You really have to sit down and do
the math to see the savings,” added
Hadlock. “Then the employer may con-
tribute at least the first year's deductible
for each employee.”

Edman agreed, saying, “The big
question is, when employers realize a 30-



40 percent savings, what do they do with
that extra cash? I advise my clients to use
those funds to be more generous to their
employees, and to help get their HSAs
funded with an initial deposit from the
employer.”

A DIFFERENT WAY TO PAY
But employers aren't the only ones
achieving financial benefits through the
proper management of healthcare
options through HSAs, he said.

“In the two years we've had HSAs,
fewer than 20 percent of participants are
going through their high deductible and
using the health plan portion,” Edman
said. “Many people are rolling money
over in succeeding years. That means, if
costs are coming down because people
are making better decisions, the funds
will start to be built up over time and
employers can cut back the amounts they
kick in. It gives employers more control
over the future of their healthcare costs,
and enables employees to build up their
savings to cover their deductibles easier.

“I tell people this is not better or
worse than what they have now, it's a dif-
ferent way to pay for your healthcare,” he
said. “You buy car insurance in case you
total your car, not for oil changes and
tires, but that's how we've been buying
medical coverage in this country for
decades. Now, we're paying artificially
high premiums to cover the insurance
company's overhead just to shuffle
money around.”

“Typically, 20 percent of employees
generate 80 percent of the claims, so
those employers who educate their
employees about being better healthcare
consumers will reap the greater savings,”
said Hadlock, who also used a car insur-
ance analogy. “People have never had to

shop for this before. They do it for car
insurance, accepting a higher deductible
for a lower premium. This works on the
Healthy people who

rarely use their healthcare benefits can

same principle.

certainly reap the benefits.”

Conventional wisdom asserts that
skyrocketing healthcare costs won't be
contained until individuals can better
appreciate the actual cost of the health-
care options they select. The Midwest
Business Group on Health, an industry
ad hoc organization, estimates that waste
from poor quality and poor choices in
healthcare options costs employers
$2,000 per employee each year.

HSAs represent one option to help
stem that tide by assigning greater per-
sonal responsibility and choice related to
healthcare options. HSAs appeal to peo-
ple concerned with saving for retirement
and associated tax savings, as well.
Money saved in HSA accounts that is not
used for medical care can be made avail-
able for private use upon retirement. It
can be withdrawn sooner, but there's an
associated penalty.

So, despite currently lagging behind
national trends in adopting HSAs, what's
the outlook for Pennsylvania employers
and their employees in climbing aboard
this train?

“I think HSAs will be more
accepted,” said Hadlock. “As
this occurs, we expect more
benchmarking data demon-
strating the cost effectiveness '
of high-deductible health plans
in  conjunction
with HSAs. Tt will
prove to be one
of the solutions
employers  find
beneficial.” @
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Strategic Services to Grow Your Top Line

Today's marketplace is complex for small and mid-sized manufacrurers. Sustaining
growth with global competinon, excalating costs, and pricing pressures is a challenge,
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Strategizing how to grow, where to gain customers and new markets, and what those
markets and customers wane is critical w0 vour business success long-term. Thar's where
the Manufacrurers Resource Center can provide the experrise.

We have in-house experts thar serve as Professional Business Advisors (PBAs) o implement
all faces of .-.Tmrq;ir: Ernw:h. |n::11[{1jng wiles amd markcring implementations.

We Help Grow Your Business

Manufacturers
Call the MRC at 800-343-6732
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THERE'S AN ANTHROPOLOGIST
IN MY BATHROOM!

How field observation techniques flush out the truth about
home plumbing fixtures, and how you can do it, too

BY PETER LONGINI, MANAGING EDITOR, PITTSBURGH PRODUCT STRATEGY NETWORK

Research techniques created to study exotic tribes
in their native habitats can also bring powerful
insights to product managers, designers and mar-
keting professionals developing an assortment of
home and business products. Respironics
Industrial Design Direcror Tom Bonnell, himself
a veteran of Kohler Plumbing, described how
these research methods are being used to improve
the commercial success of products.

arlier this year Kohler, the
E\Xfisconsin—based maker of

upscale kitchen, spa and bath-
room fixtures, launched a new product
under its Sterling brand. It was a shower
stall door with a storage unit built into
a vertical column inside the enclosure.
Designed to help people organize per-
sonal grooming items, the new shower
door addresses the growing incidence of
clutter that’s filling up bathtubs and
shower stalls all over the country.

So how did the idea for the

storage door come about? Did the
designer happen to slip on his wife’s
carelessly placed bottle of body wash?
No. It resulted from systematic observa-
tion, analysis, photo inspection, and
deliberately naive questioning of peo-
ple whose bathtubs and shower stalls
were slowly beginning to overflow with
containers of hair, skin and body care
products, according to Tom Bonnell of
Respironics, the Pittsburgh-based

maker of respiratory care equipment.
Until late last year, Bonnell served as
Kohler’s Director of Design.

OUT OF THE JUNGLE AND
INTO THE HOME

These research techniques, and a loose
family of others, created to help prod-
uct managers understand more clearly
the ways people relate to products and
activities in their daily lives, are collec-
tively known as ethnographic research.
They are among the methods of contex-
tual inquiry, which trace their origins to
the cultural anthropologists who created
them to study isolated tribal communi-
ties in remote locations.

Increasingly in the world of com-
mercial product design today, these
methods are taking their place beside
such long-established research tools as
surveys and focus groups. And in the
context of new product development,
they are typically used both at the
front-end of the cycle, where com-
pletely new ideas are more likely to be
entertained, as well as in the detailed
design of specific product features.

“They can be used sequentially,”
Bonnell explained. “You can do the
exploratory first. For example, under-
standing that within the showering
experience you shouldn’t dwell com-

pletely on storage. We also found that
a lot of people want a place to sit or
rest their leg, to shave their legs or
whatever. That was one nugget we
extracted from this research. So we
went into it deeper and as we came up
with ideas about how to do this, we
had more questions. That was when
we'd go out and observe and talk with
people in a more targeted way about
that specific area.”

In-depth research using these
techniques, and others like
them, is normally conducted by
firms specializing in ethno-
graphic research studies. In
addition to the fieldwork, these
consultants typically recruit the
study’s subjects, document their
findings, and provide an analy-
sis that the client can share with
company management.

Continued on page 21.
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Continued from page 19.

At the exploratory stage, one pop-
ular research method involves getting
the subjects of the study to participate
in their own observation. “We’ll send
cameras to people and ask them to
photograph something we're interested
in, like the refrigerator: What does the
inside of the refrigerator look like?

“Sometimes we'll get them back
and you can tell that they cleaned it up
first. So we'll send it back to them and
say we want to know what your refrig-
erator, bathroom, bedroom or whatever
looks like in its worst case,” Bonnell
said.

The same approach can also be
applied to the world of medical
devices, whether in the home or in the
hospital. “We've also done this at
Respironics,” he noted, “where we
wanted to understand the patient’s
process of putting on a CPAP mask,
taking it off, what they do in the mid-
dle of the night if they have to get up
to go to the bathroom or get a drink
of water, and what does their spouse
think of it? So we give them a diary in
a questionnaire form, and then have
them photograph the important things
they want us to know. They're telling
us, in effect, T'm trying to write and
explain it in my diary. But if I take a
picture, it’s going to help support what
I'm thinking here.”

AN ANTHROPOLOGICAL
ARSENAL

Other methods of contextual inquiry
are also available, according to
Bonnell. One is participatory observa-
tion, where subjects in the study are
encouraged to describe how they
would use a proposed product and
what they like or dislike about it.

Representations of the product —
which can be either physical models or
drawings — are typically used to elicit
the subject’s feedback.

Another is called “bread-boarding,”
where people are asked to use models of
the product with Velcro attachments to
show where theyd like to place certain
features. “You allow them to essentially
play and then use that activity for them
to discuss why they would put it there,”
he said. “It’s not to get a final design,
but its to get at reasons behind why
they like certain things.”

Still another method is by using
diads and triads — essentially a focus
group of one person who is accompa-
nied by a spouse or significant other,
who are there to validate, or refute, the
primary subject’s comments to the
moderator. The resulting dynamic is
very different from the typical focus
group of 12 strangers, none of whom
may be telling the truth.

In-depth research using these tech-
niques, and others like them, is nor-
mally conducted by firms specializing
in ethnographic research studies. In
addition to the fieldwork, these con-
sultants typically recruit the study’s
subjects, document their findings, and
provide an analysis that the client can
share with company management.

Bug, there is a price for that level
of comprehensive service: typically
$100,000 to $200,000 per study,
although it can come in higher or
lower, according to Bonnell.

As a result, some firms that like the
research approach, but don’t want to
spend that much money, are starting to
bring certain of those skills in-house.

And, for many companies, the
cheapest, fastest, and easiest anthropo-

logical research technique is simple
observation — preferably using a video
camera to capture telling moments.
“You can use observation on every
project,”

Bonnell said, “You can go out and
observe people using stuff. You can go
and watch customers, you can watch
people in sleep labs fitting a mask. You
can watch and talk to people, to home
care providers dealing with customers,
etc. There’s lots of opportunities.”

WHY WATCH?

The essential advantage, which is com-
mon to all these methods — and the one
which differentiates them from such
established research techniques as focus
groups — is that people’s verbal or writ-
ten reports of their own behavior are
often flawed. Take the case of medical
procedures.

“At Respironics, we need our devel-
opment teams to understand the whole
procedure, not just what you hear from
the doctor, but what they’re actually
doing. Oftentimes, those are two differ-
ent things, or they just cant remember
everything they do. Because it becomes
such a habit that they sometimes dont
remember it,” he said.

But even ethnographic techniques
have their limitations, Bonnell admits.
“Particularly with bathroom types of
activities, there are certain things you
just can’t observe, like taking a shower
or going to the toilet; you generally
don’t do that. But you can go into the
bathroom to observe other things after
an event. Like after they took a show-
er, how much water is on the floor?
Or what do they do with their towels?
Or how many items are in the shower

space?”
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MANUFACTURING

OMBUDSMAN

TOM PALISIN HELPS PENNSYLVANIA MANUFACTURERS CUT THROUGH

THE RED TAPE; HONORED AS A MANUFACTURING “CHAMPION"

ennsylvania Governor Edward G.
PRendell appointed Tom Palisin

as the Commonwealth's first
Manufacturing Ombudsman in 2004 to
proactively work as an advocate for manu-
facturers through helping companies iden-
tify available resources, recommending
policies that improve competitiveness, assist-
ing in “cutting the red tape” in dealing with
state agencies and developing a knowledge
base of the conditions and performance of
the industry.

Palisin has become the single point
of contact for manufacturers to call for
information or with specific questions. He
serves as an advocate for the manufacturing
sector and advises Governor Rendell and
Department of Community and Economic
Development (DCED) Secretary Dennis
Yablonsky on current issues facing
Pennsylvania's manufacturers.

As an integral part of the DCED, his
additional responsibilities include directing
the state's Industrial Resource Center
(IRC) Program, the nation's largest manu-
facturing extension program (MEP) affili-
ate. Palisin also manages that program's
Statewide IRC Strategic Advisory Board.
With a significantly new state investment,
Palisin has aided the PA IRC program to
expand its offerings to manufacturers from
primarily process improvement to innova-
tion and growth services through product
development, market research and strategic
business services.

Palisin has provided direct intervention
and assistance to manufacturers with issues
ranging from new product development to
issues of technical regulatory compliance.

“Companies today need to look for
strategies around new products, markets
and business models to compete globally,”
stated Palisin. “The most rewarding part of
my job is working with manufacturers
to make a difference. The Governor's strategy

PR MANUFACTURER voLUME 4 « NUMBER 2 » 2006

has given us the tools to provide increased
assistance and focus for key global initiatives.”

“The workforce issues facing manufac-
turers do not simply revolve around just
finding workers with the right entry level
skills, but of preparing workers to transi-
tion into better paying jobs that require
new and different skills,” stated Palisin.

Palisin has also been active in service
to the Manufacturing Extension Partnership,
over and above his support for the
statewide network of the PA IRCs. He has
been involved in the MEP review of the
Impact Survey System and provided input
into the development of the MEP Strategic
Plan. He has been involved with MEP and
other state partners to learn how they can
better partner together as investments in
technology and innovation for the future
are planned. He has many times served on
MEP review panels, including New York
and Ohio, giving of his time, energy and
enthusiasm.

“The PA IRCs focus on the small- to
medium-sized manufacturers who typically
don't have all of the resources to compete
effectively and grow using new technologies
and developing new products. The IRCs are
the 'feet on the street' engaging manufac-
turers in adapting to changing market
needs,” said Palisin.

Upon graduating from Penn State
University, Palisin was employed with
Electronic Data Systems in Camp Hill, Pa.,
as a Project Manager. Since 1995, he has
worked in the Technology Investment
Office at the Department of Community
and Economic Development.
the
Department have included a broad array of
technology development programs that

Previous assignments within

supported company financing, workforce
development, infrastructure, support serv-
ices and communities.

Palisin also served as a program man-

PA Manufacturing
Ombudsman Tom Palisin

Palisin has provided
direct intervention
and assistance to
manufacturers with
issues ranging from
new product devel-
opment to issues of
technical regulatory
compliance.

ager for the department and helped to
launch the Commonwealth's Keystone
Innovation Zones Program - which created
geographic zones around universities to
leverage the research assets of universities
to enable company creation, talent reten-
tion and improvements in community and
economic development.

Recently, Palisin was recognized by
the NIST Manufacturing Extension
Partnership as a 2006 “Champion of the
Year” for his advocacy and vision in sup-
port for the ideals of the MEP program.
He was seen as an advocate for policies that
have improved the competitive position of
manufacturers and to have promoted
innovative solutions for manufacturers
around issues involving financing, technical
assistance, workforce training programs,
permitting and regulatory matters.

Palisin's commitment to support the
business growth and transformation of
U.S. SME:s is truly demonstrated by his
work, vision and support of manufacturing
and his innovative approaches to removing
roadblocks, investing in unique programs
and championing creative solutions. )



Workforce Program Connects High School Students
with Manufacturers; Expands Across the Commonwealth

nnovative. Creative. Determined. All of these are great words to

describe the students in the 2006 Adventures in Technology pro-

gram. Adventures in Technology is an industry-focused business,
education and community partnership that brings visibility to manufac-
turing, information technology and biomedical/biotechnology careers in
the region by teaming high school students with local companies to
complete real world problem resolution activities.

By engaging high school students in an eight-week, hands-on project
to design and build a product or to re-engineer an existing product,
process or system, Adventures in Technology complements the many
science and technology programs already in place in high schools
throughout the region. The project is an ideal activity to introduce students
to workforce ideas and experiences.

Through this innovative project, high school students have the
chance to work as team members solving business and industry problems;
interact with industry professionals; and learn about materials, equipment
and processes used by specific businesses and industries.

Students this year are creating solutions to shipping and receiving
inefficiencies at McKesson, assessing the possibility of a wireless network
at Clark Metal, creating a new intranet for MAYA and exploring new
product development at Impact Innovation Products just to name a few.
Twenty teams are participating this year with 18 of those teams being
with manufacturing companies.

Thanks in large part to the funding from the U. S. Department of
Labor, the program is being piloted with 10 teams in eastern Pennsylvania
in cooperation with the Delaware Valley IRC and MANTEC. Each organi-
zation in York and Philadelphia respectively will pilot the program with
five teams in the fall of 2006. The success of this pilot could pave the way
to a state-wide program in coming years.

For more information on the Adventures in Technology program,

contact Scott Dietz at (412) 687-2700. @

High school students from western

Pennsylvania helped Clark Metal
Products build a wireless network on
the shop floor.
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BACK T0O SCHOOL

PHEAA student aid helps non-traditional students

ore and more of
Pennsylvania's workforce are
returning to school to gain

new skills and qualifications to advance
their careers.

Many are secking two- and four-year
degrees while maintaining full- and part-
time work status. These non-traditional
students have a variety of resources to help
them in their pursuit of higher education.

A non-traditional student is defined
as any student who does not go directly
from high school to college, enrolls part-
time, is married, has children, is working
full-time, or is not receiving financial
support from parents, or is considered
non-traditional. Many non-traditional
students are older adults who never
enrolled in college or are returning to
school after taking a break in their studies.

Today, the majority of students
enrolled in post-secondary institutions
are non-traditional students and there
are student aid programs available to
them.

Federal Pell Grant - This program pro-
vides a basic amount of grant aid to help
financially needy students pay for college
costs. This program is open to students
who are enrolled less than half-time.

Federal Supplemental Education
Opportunity Grant - Students must
have exceptional financial need as
defined by the school to qualify. This
program is open to students who are
enrolled less than half-time.

PA State Grant - Students must be
enrolled at least half-time in a program of
study that is at least two years in length
and must demonstrate financial need.

Workforce Advancement Grant for
Education (WAGE) Program - This
program is open to independent students
who are not eligible for a PA State Grant
due to:

* Less than half-time enrollment

¢ Enrollment in programs of study less
than two academic years in length

* Pursuing a degree or certificate after
completing a baccalaureate degree

* Missing the application deadline as a
non-renewal State Grant applicant

Apply for the WAGE Program
through the Pennsylvania school that
you plan to attend.

Federal Perkins Loan - The student
must have exceptional financial needs as
defined by the school. The program is
open to less than half-time students.

Federal Stafford Loan - There are two
types of Stafford Loans: subsidized loans
on which the federal government pays
the interest while the student is in school
and unsubsidized loans on which the
student is responsible for all of the
interest. Subsidized loans are based on
financial need; unsubsidized loan eligi-
bility is determined by deducting other
financial aid from the cost of attendance.
To qualify for either type of loan, the
student must be enrolled at least half-
time. We offer the KeystoneBEST
Stafford Loan, one of the most affordable
student loan options available to
Pennsylvania residents.

Alternative or Private Loans - Loans
offered directly by lending institutions
that are not federally guaranteed. We
encourage all students to exhaust all free
money awards and federal student loans
prior to taking out a private loan as pri-
vate loans are typically more expensive.

Most federal and state financial aid
programs are based on the student's
financial need. Financial need is the
difference between the cost of education
(estimated costs for college attendance
and basic living expenses) minus the
expected family contribution (the
amount a student and the family is
expected to pay, which varies according
to the family's financial resources).

To apply for federal and state aid, a
student must first complete the Free
Application for Federal Student Aid
(FAFSA). This application can be
accessed at www.fafsa.ed.gov or a paper
copy can be obtained from your school's
financial aid office or local library.
Students should apply for financial aid as
soon as possible after January 1 for the
upcoming academic year. There are
program and institutional deadlines for
filing your application; check with your
school for details.

For further information on the
various student aid programs available to
non-traditional students, visit
FurtherYourEducation.com. Q)

Information for this article has been
provided by Reginald Irvis, Director of
PHEAA's Outreach Services.

4
FIE2) )

PA MANUFAGTURER voLUME 4 « NUMBER 2 » 2006




ENGINEERING:

WHERE DID THE GLAMOUR GO?

By John Hayward, Ph.D., PE.

Head, Engineering; Director, Logistics Engr., Assoc. Prof. of Engr., Robert Morris University

en I was 6 years old, my
mother rented a room to an
engineer. He was spending sev-

eral months in my small Ohio hometown,
overseeing the construction of a four-lane
bridge for a new highway to serve the
“Atomic Plant” some 20 miles away. Since
he rewarded me with a nickel for each B
and a dime for each A that I earned on my
report card, I figured engineers made good
money.

A few years later, the Soviet Union
launched the first satellite to orbit the earth.
I remember watching the Disney TV shows
that explained the physics behind why the
thing stayed above the Earth. The idea of a
career applying science and mathematics to
create new things seemed exciting - and I
already knew it would be financially reward-
ing. I was going to be an engineer.

I received good advice on what I need-
ed to do to become an engineer. I had to go
to college. I should take all the math courses
that I could find. Learning about science
was essential. This is exactly what we tell
young students today if they contemplate a
career in engineering. Most importantly, my
desire to pursue engineering was positively
reinforced along the way by adults who
regarded engineers with the same respect
afforded doctors and lawyers.

Today, the need for engineers is still
strong and the educational pathway to get-
ting there is similar (add computer and
communication skills to math and science),
but the national will seems to be missing.
Young people in this country are not
drawn to engineering as they are in China,
for example. It is estimated that for each
U.S. engineering graduate in 2000, China
graduated 3.7.
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Engineering does not hold the glam-
our in this country that it did when I was
growing up or that it enjoys currently in
many other countries. As a result,
American students are looking at other
fields and futurists worry that the U.S. will
lose its leadership position in technological
innovation and application. What are the
reasons for the lack of students entering
the engineering field and how can we
engage more? Finding answers to these
questions will assure that the U.S. will
continue to be a leading technological
innovator and benefit from the economic
prosperity that such innovation guarantees.

First, the general public must gain a
better understanding of what engineers do.
Surveys demonstrate that most adults have
no clear idea of what engineers do. In the
broadest sense, engineers apply scientific
principles and mathematical modeling to
create new and better products, facilities
and systems. Unfortunately, this broad
scope - which makes engineering so inter-
esting to many of us - also makes it diffi-
cult to concretely explain.

This understanding could be
improved if there were more teachers like
John Malobicky, a mechanical engineer
who changed careers to become a math
and science teacher. Malobicky saw “too
many students ‘wasting’ their talents by
not going into careers that would exercise
and build upon their math and science
skills.” He created an elective high school
course that amounts to a college-level
“Introduction to Engineering” course
aimed at juniors and seniors. The course
content demonstrates how basic scientific
understanding and mathematical analysis
can be used to do something useful.

¢

Engineering does not
hold the glamour in
this country that it
did when | was
growing up or that it
enjoys currently in
many other coun-
tries. As a result,
American students
are looking at other

fields... ,,

Second, we must elevate the “value” of
an engineering education by elevating the
prestige level of the engineering profession.
If there is room for multiple television
shows celebrating forensic sciences, perhaps
someone could portray a working engineer
in a positive, appealing and accurate light.

We should celebrate intellectual
accomplishments and promote the value
of selecting more rigorous educational
pathways.

Professional societies have a role in
this image remake as well. Many organiza-
tions have sponsored a variety of competi-
tions and events to promote engineering,
science and mathematics for years.
However, flat to declining engineering
enrollments would cast some doubt on the



Engineering students at Robert
Morris University prepare for real-
world challenges in the industry.

effectiveness of these initiatives. We must
constantly refine and improve our outreach
programs if we are to have a message that
resonates in the Xbox/PlayStation world.

Finally, we must make the engineering
education process as compelling and inter-
esting as the practice of engineering itself.
If students enter engineering school, we
must give them the experience and educa-
tion needed to thrive in this rapidly chang-
ing global economy.

Students who spend two years study-
ing calculus, chemistry and physics need to
be constantly reminded how these skills are
directly relevant to the engineering courses
that follow.

The courses must be structured to
allow students to express their creativity
and ingenuity during hands-on sessions
where the theory can be brought to life.
And they need to develop communication
skills equal to, or better than, the solid
problem-solving skills for which American
engineering education is known.

At Robert Morris University, we have
focused on this final strategy for growing
talented engineers to foster innovation and
economic development. Our study tracks
manufacturing, logistics and software engi-

neering and matches the functional needs
of the institutions, which will employ our
graduates. Science and mathematics
courses are taught by faculty from a single
school - the School of Engineering,
Mathematics and Science, increasing the
opportunity to connect the basic math and
science principles to engineering practice.

Our typical engineering courses,
instead of the traditional three hours per
week of lecture, are structured around two
lecture periods and a hands-on laboratory
experience where students can work with
industrial-grade equipment. This gives stu-
dents the theoretical underpinning, as well
as practical application. The projects they
complete result in technical reports and/or
professional-grade presentations to assure
that they can describe their results clearly.

Employers in the area have noticed.
Each student is required to complete an
academic internship where employers are
asked to give us feedback on what we
could do as an educational institution to
improve their preparation. Regardless of
the size or complexity of the employer, our
students have excelled, exceeding the
expectations of their supervisors in nearly
every situation.

Students likewise are energized by
their experience in the real world. They say

things like, “It gave me a real feeling of
accomplishment that I was able to use
knowledge learned in class to do some-
thing useful for my employer.”

Engineering education, done properly,
can expose students to the exciting future
of applying science and mathematics to
making the world a better place. One by
one, graduates energized by this excitement
can restore a measure of glamour to the
profession - attracting more students will-
ing to work hard to master challenging
subjects.

A continuing supply of talented engi-
neers will assure a bright economic future
in a world where innovation is the only
sustainable competitive advantage for a

nation. We have to get the glamour back. 0
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By Jack Russell, Contributing Columnist

ear Steven Bochco: Hill Street
D Blues, L.A. Law and NYPD Blue

changed the rules for evening tele-
vision and so changed American culture.
Your best work brought gritty realism to
primetime and showed that millions would
respond to complex stories sustained by
ensemble casts. I write with respect for your
25-year achievement - and to propose your
next great series.

The adult-hour ensemble programs
have now explored to exhaustion the drama
of police precincts, law offices and hospi-
tals. These venues worked for the 10 PM
drama because they blended a core of char-
acters developed over time with the endless
variety of the crime or emergency case du
jour. We knew Furillo and Sipowitz would
be there for us but never knew what part of
America might explode into their lives on
any given week. Consider the possibilities of
a new venue, Steve - the small manufactur-
ing firm. Here are some numbers to blunt
the bleats of your ratings-focused overseers.
In America, 342,000 manufacturing estab-
lishments employ 14 million workers.
Some 338,000 of these plants have fewer
than 500 employees - the federal definition
of “small.” Together they employ nearly 10
million workers. Add a spouse on the sofa,
and you have 20 million Americans who
could tune in because your new show is
about them. Many of them feel invisible.
But no longer, because Steven Bochco will
create Making It in America.

Here's the story line. Let's start with
the heroine of Making It in America. Maria
Andolini is 46, attractive, Catholic on her
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own terms, smart without any college and
both happy and sad that her kids have left.
She's a little bored with life in Reading, Pa.,
but knows that she and Tony are good.
Then Tony drops dead at the plant on a
Monday morning and Maria has decisions
to make, including the big one: to sell or try
to run Precision Production, the firm Tony
built from the 12-man job shop he inherit-
ed from his dad. She takes the leap -- and
wins America's heart.

Can Maria make Precision Production
work and save the jobs of the 105 folks who
depend on the firm? Will they accept her
leadership? What does it take to make it in
America as a small manufacturer? Believe
me, Steve - there's as much drama here as
the ER or the mean streets. True to your
signature pattern, each episode will begin
with the daily drill that gathers most of the
ensemble. In Making It in America, it's
Maria walking the shop floor at the begin-
ning of the main shift, touching base, hearing
problems, feeling the pulse. She usually
walks with Joey, the hard-nosed plant man-
ager who was Tony's best friend and
Maria's first serious high school love 30
years ago. The walk-around always ends
with a raspy-voiced greeting from Moms,
queen of the back-office and confidant of
Maria.

On any given day/episode, we may see
Molly, the fine-looking single mom who
does set-ups while fending off dudes on the
floor, or the always-tangled tandem of Sal
and Hal, one a 57-year-old tool-and-die
maker, the other a 20-something computer
geek. Together they are making Precision a

AN OPEN LETTER TO
STEVEN BOCHCO:

THE 10 PM MANUFACTURING DRAMA
AMERICA WILL LOVE

full CNC operation. Much of Maria's day
is spent coping with the world beyond the
shop. Tony took on a major investing part-
ner to grow the firm before he died. Now
the passive partner, Tom Grupper, has an
active interest in Maria's assets. She and Joe
cope with buyers from their customers,
some ball-busting bastards who hammer on
price, others who talk cooperation but still
want 5 percent price reductions each year.

In each show, we see multiple stories,
most of which develop over several weeks.
An early theme of Making It in America (to
be known as MIA after the fourth episode)
is Maria and Joe dreaming and then plan-
ning to make Precision Production into a
product-based firm rather than a job shop
subservient to manufacturing customers.
(A sober lesson in this adventure is a meeting
with a Wal-Mart buyer who wants to know
what they can do - at her price.) In the first
fall, Maria is getting a hard education in the
China Price. Joe drives Lean on the floor,
but they can't give endless price conces-
sions. Maria gets involved in her regional
trade association and learns enough to
wonder who the Administration really
serves. She goes to Washington to testify at
a House hearing - and senses she's being
gamed. This December episode ends with
Maria, feeling very alone, walking down
Pennsylvania Avenue to encounter the
lighting of the National Christmas Tree.

OK, Steve. You get it - my gift to
you. America is waiting for your next act
of genius, the 10 PM drama that finds
our national soul in the stories of a small
manufacturer. )



R&D TAX CREDIT HELPS
GROWTH COMPANIES

By Christine Peluso, Esq., Tax Transfer PA

ethon — a small, but growing robot-
ics company — recently received a siz-
ble check as a result of a relatively

new program administered by the PA
Department of Community and Economic
Development (DCED).

But Aethon, (www.aethon.com) the cre-
ator of TUG, a super-modern robot that
automatically delivers supplies and equip-
ment in hospitals and other health care set-
tings, did not receive a grant or loan. Instead,
Aethon “sold” its unused R&D Tax Credits
to another Pennsylvania taxpayer.

Signed 1997, the
Pennsylvania Research and Development
(R&D) Credit was designed to encourage
companies to increase R&D expenditures
within the Commonwealth, in an effort to

into law in

enhance economic growth.

Companies must submit an application
to the Pennsylvania Department of Revenue
by September 15. The credit is for qualified
Pennsylvania research expenditures (as
defined by the Federal government) made in
the taxable year ending in the prior calendar
year. Award letters are sent by the
Department of Revenue no later than
December 15.

The awarded credits can then be used or
transferred after a one-year holding period.
The Pennsylvania R&D Tax Credit, which is
calculated using the increase over the taxpay-
er’s base year research expenses for qualified
R&D conducted within Pennsylvania, gener-
ates a tentative credit at the rate of 10 percent.

In 2003, the passage of Act 46 doubled
the amount of total credits authorized by the
Department of Revenue from $15 million to
$30 million. The Act also doubled the size of
the set aside for small businesses (those with

net book value of assets totaling less than $5
million) from $3 million to $6 million.
However, one of the more innovative com-
ponents of Act 46 of 2003 gives the R&D
tax credit recipients the ability to sell unused
tax credits to other taxpayers.

PA taxpayers with tax liability may now
purchase tax credits at a discount to offset
various PA taxes. Many buyers and sellers are
brought together by third parties or “facilita-
tors” like Tax Transfer
Corporation (www.ttc-pa.com). Located in
Piscataway, N.J., TTC-PA has an ongoing
relationship with many Fortune 100 compa-
nies eager to purchase tax credits in a num-

Pennsylvania

ber of states.

“We are able to offer both the seller and
the buyer competitive pricing for matching
their tax situations, while providing excel-
lent service and quick turnaround,” said
Gina Andrew, President of TTC-PA. “We
walk our clients through every step of the
transfer program and give them access to the
capital they need to succeed.”

TTC-PA’s clients seem to agree.
According to Tami Chinchor, CFO of
Aecthon, “The R&D credit transfer program
provided easy access to much-needed expan-
sion capital to fuel the growth of our manu-
facturing and project management resources
to keep up with sales. It’s a really great pro-
gram for a growth stage company like ours.”

The R&D Tax Credit transfer program,
still in its infancy, has seen a surge in appli-
cations over last year. According to Program
Director, Bill Cook, the DCED approved 11
applications in 2005 for a total of $564,000
transferred. This year, however, 30 applica-
tions were approved for a total of nearly $2.5
million in tax credits transferred. While

most of the applications are filed soon after
the yearly eligibility date of December 16,
they are accepted on a rolling basis through-
out the year. For more information, contact

Christine Peluso at (609) 306-9166.

q¢

Companies must submit
an application to the
Pennsylvania
Department of
Revenue by September
15. The credit is for
qualified Pennsylvania
research expenditures
(as defined by the
Federal government)
made in the taxable
year ending in the prior

calendar year.
)
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CALENDAR

REGIONAL IRC EVENTS*

6/22

Innovation Matters!

This dynamic, example-filled presentation
will give you an overview of what some of
the leading companies in the world are
doing in terms of innovation. In addition,
leaders from some of the most successful
companies in the region will discuss their
experiences.

Genetti Hotel & Suites, Williamsport
8:30 a.m. - 1:00 p.m., including lunch
For more information, call 800-326-9467
x366 or laurim@imcpa.com.

6/23

Office Value Stream Mapping
Bloomsburg University, Division of
Corporate & Continuing Education,
Bloomsburg

7:30 a.m. - 4:30 p.m.

www.nepirc.org

6/27

STEM 1alent Development Forum:
Setting the Stage for U.S. Competitiveness
Through Science-Technology-Engineering-
Math (STEM) Education.

Hilton Airport Hotel, Philadelphia

For more information, contact:

Fred Wentzel, NACFAM (202) 429-2220
ext. 106 or e-mail Wentzelf@nacfam.org

6/27

Lean, Rapid & Profitable:

New Product Development

Featuring Robert G. Cooper,

the “Father of Stage Gate®”

Holiday Inn Conference Center, Fogelsville
7:30 a.m. - 11:30 a.m.

WWWw.Mmrcpa.org

7/11

Lean Office Training

Catalyst Connection Offices, Pittsburgh
8:30 a.m. - 4 p.m.

(412) 918-4273

7/12

Manufacturing Metrics Training
Catalyst Connection Offices, Pittsburgh
8:30 a.m. - 4:30 p.m.

(412) 918-4273

7117 - 7121 Week 1

8/14 - 8/18 Week 2

Six Sigma Green Belt Training

Catalyst Connection Offices, Pittsburgh
8:30 am. - 5 p.m.

(412) 918-4273

8/23

Lean Certification Program - Level 1
Comprehensive Lean training to empower
your employees with the tools and knowl-
edge for a Lean enterprise.

MANTEC Offices:

227 W. Market St., York, PA

www.mantec.org/events.cfm.

manuFACTuring

It's a Fact: With contributions of $64 billion annually to the gross state product
(GSP), manufacturing remains the largest of all sectors and remains the primary
economic driver for Pennsylvania. For comparison, while manufacturing represents
14.8 percent of the nation's gross domestic product, in Pennsylvania, manufactur-
ing represents 16.1 percent of GSP.

Source: “Manufacturing Pennsylvania's Future,” Deloitte 2004
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9/18-12/15

Lean Six Sigma Black Belt
This is a four-week workshop.
Times and dates are on-line at:

www.mantec. org/events .cfm.

9/12

Lean Finance & Accounting
Times and dates are on-line at
www.mantec.org/events.cfm.

9/26

Visual Lean Organization
MANTEC Offices:

227 W. Market St., York
Times and dates are on-line at:

www.mantec.org/events. Cfm.

NATIONAL EVENTS*

6/28 - 6/29
Global Six Sigma Summit
Las Vegas, Nev.

WWW.gsssa.com

9/13 - 9/14

Lean Six Sigma Summit West

San Francisco, Calif.
www.sixsigmasummit.com/NA-2601/ediary

8/21 - 8/22
Lean Accounting Summit
Orlando, Fla.

www.leanaccountingsummit.com/home.asp

*All events compiled from the
Pennsylvania IRCs and Manufacturing
& Technology News.
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PETRA TCHELL

po06 Manufacturing Extension Partwership Practitioner o] the Year

Catalyst Connection's Vice President of Operations
continues to deliver superior leadership to our organization,
significantly impacting the MEP system.

Demonstrating
INNOVATION, RESULTS and GROWTH,

Petra Mitchell advances the performance of manufacturing and
technology companies in southwestern Pennsylvania...and beyond.

*

CATALYST CONNECTION



Perfecting Processes...With a Passion

Custom Training
Deployment Assistance
Project Management & Support

Six Sigma is a business strategy focused on
varation reduction and defect elimination. Leanlsa
path to waste reduchen and process efficiency.
These powerful philosophies enable arganizations
to achieve customer excitement and attain
business objectives.

Companies thal have embraced and implemenied
Six Sigma and Lean as part of their business
strategy have seen an astonishing bottom-ling
impact through their ability ko reduce cosls and

increase efficiency.

Call now to learn how you
” | - can impact your bottom line!

Public Course ﬂffErlﬂ'QS (Classes held in Pittsburgh, PA area)
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Phone: 1-7T24-382-1398

Fax: 1-724-382-1409 HexSAB
Email: info@hexsab.com

Website: www.hexsab.com © Hexagon Solutions and Beyond, Inc.
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