April 9, 2001

MEMORANDUM FOR:
Margaret Phillips, Manager Center Review and Analysis


NIST Manufacturing Extension Partnership
From:
Janice McClintic, Account Manager


NIST Manufacturing Extension Partnership

Re:
Finding & Recommendations of Nebraska Manufacturing Extension Partnership (NE MEP) Annual Review

I.
PANEL COMPOSITION AND PROCEDURE

The members of the panel that conducted the Seventh Year Review of the NE MEP were:

Janice McClintic, Account Manager, Center Strategies and Support, NIST MEP

Christopher W. Johnson, Consultant, KPMG Consulting

Individuals affiliated with the NE MEP attending the review included:

Dr. Darl Naumann, Director, NE MEP

Lori Schaal, Reporting Administrator, NE MEP

Michael Baldino, President, Kelly Klosure; Chairman, NE MEP Board of Directors

This review of the NE MEP, Cooperative Agreement #70NANB8H0083, covered the operating period from March 1, 2000 to March 1, 2001.  The reviewer met with representatives of NE MEP and conducted the review on March 27, 2001 in Gaithersburg, MD. 

II.
RECOMMENDATION FOR CONTINUED FUNDING
The reviewer recommends that NIST MEP continue to fund NE MEP subject to the terms and conditions specified for that funding.

III. REVIEW OF PREVIOUS YEAR RECOMMENDATIONS

Although there were no high priority recommendations from the previous review, the center provided verbal responses to those recommendations noted in the report.  Highlights are listed below.

· Consider the relative strengths and competencies available among the Center’s Management Team as leadership responsibilities shift toward the operational, and delegate authority accordingly. Begin developing a directorial second tier that could immediately step in should a leadership gap occur.

Complete.  In the effort to develop a directorial second tier, the Operations Manager, David Wright, has assumed much of the responsibility for the day to day operations of the Center.  He is also accompanying the Center Director to the MEP Center Director Meetings. 

· Create a specific strategic vision of where NE MEP should be in five years, and allow the choices inherent in that vision to drive the Center’s operational planning.

Complete.  The strategic planning has been completed and implementation is in process.  This plan, the economic development strategy for the state, includes MEP and was developed by the NICA Board of Directors and key stakeholders (NIST MEP was included).

· Identify and develop a more robust set of process metrics in every aspect of the Center’s activities. Capture that data centrally in a manner that supports timely reporting, and use it both to manage processes throughout the organization and to inform NE MEP’s fundamental decision-making and capacity planning.

In-process.  The Center is in the process of analyzing their current data (both operational and survey) to identify which projects lead to which type of impacts within different industries.

· Focus specifically on retaining and rewarding high-performance staff members, to avoid the drop in performance that would result from losing key personnel. Consider implementing an incentive bonus system. Supplement current staff through Professional Employment Organizations, if necessary.

Ongoing.  The center wishes to retain their high-performance staff members and has paid particular attention to the monetary compensation of this group.  In doing so the center found that state compensation laws prevent these personnel from earning wages commensurate with that of their private industry counterparts.  However, the center also found that these staff members value their vacation time, training opportunities, and other benefits often more than the monetary compensation they receive.  Consequently, the center has focused their efforts on extolling these “non-monetary benefits” and is continuously looking to enrich the benefit packages of their top performers. 

· Implement an internal system for measuring customer satisfaction.

Ongoing.  Nebraska MEP has implemented a comprehensive annual survey similar to that used by NIST MEP.  
· Begin benchmarking NE MEP against other MEP Centers, and continue to do so on an on-going basis.

In-process.  The center has benchmarked themselves against the national average and will benchmark themselves against other MEP centers when this information becomes available.  

IV. OBSERVATIONS AND RECOMMENDATIONS

1.0  Center Leadership

There are no additional observations or comments outside the previous review recommendations.

2.0  Center Planning

There are no additional observations or comments outside the previous review recommendations.

3.0  Customer and Market Focus

There are no additional observations or comments outside the previous review recommendations.

4.0  Information and Analysis

There are no additional observations or comments outside the previous review recommendations.

5.0  Workforce Practices and the Work Environment

There are no additional observations or comments outside the previous review recommendations.
6.0  Center Process Management

There are no additional observations or comments outside the previous review recommendations.       

7.0  Results
The following analysis reflects the NE MEP results for the 1999 NIST MEP Client Impact Survey.

NE MEP customer response rate to the NIST MEP impact survey is nearly equal to that of the median.  The overall response rate of NE MEP clients to the NIST MEP Client Impact Survey was 64.7 percent (22 clients responded out of 34 eligible for survey).  Nationally, the average response rate to the survey for the four quarters was 63.8%.


Survey Response Rate

NE MEP
64.7%

Median Center
64.9%

75th Percentile
72.1%

25th Percentile
58.9%

The customer satisfaction score for NE MEP is 4.09.  This is slightly less than the 25th percentile but is not cause for immediate concern because no customers indicated they were very or somewhat dissatisfied with NE MEP services and nearly seventy-three percent of NE MEP customers were very or somewhat satisfied.  However, the balance of NE MEP customers, 27.3 percent, were neutral when asked whether they were satisfied with NE MEP services.  This is something to investigate further.  Almost ninety-one percent of all clients are “very” or “somewhat likely” to work with NE MEP again.


Customer Satisfaction Score

NE MEP
4.09

Median Center
4.28

75th Percentile
4.39

25th Percentile
4.11

Over 68% of NE MEP clients reported they were more competitive as a result of NE MEP services.  This compares to 69.4% of all MEP clients reporting they were more competitive as a result of MEP services.  

NE MEP is helping clients to increase their agility and save time and money, albeit at a rate that is often below that of the national average.  For example, sixty-eight percent of NE MEP clients and sixty-eight percent of national clients reported they took actions that they would not otherwise have taken.  Also, nearly forty-five percent of NE MEP clients responded that they took actions at a significantly lower cost compared to sixty percent nationally.  Over sixty-eight percent of NE MEP customers reported that they took actions more quickly than they would have otherwise.

NE MEP is improving the productivity of its clients.  Nationally, sixty-three percent of the clients surveyed said they were more productive.  Nearly seventy-three percent of NE MEP clients reported they were more productive as a result of the services they received.  The definition of productivity was broadened to include process productivity improvements, material productivity improvements, capital productivity improvements, and labor productivity improvements.

Productivity Dimension
NE MEP
National

Process
50.0%
46.8%

Material
40.9
41.1

Labor
45.5
33.4

Capital
54.5
40.4

The following impact survey data suggests that NE MEP services help manufacturers gain bottom line benefits by increasing/retaining sales and generating cost savings.  In addition, NE MEP services leverage new private sector investment that is important to a company’s competitiveness and the Nebraska economy.  Finally, NE MEP benefits residents of Nebraska by generating new jobs and retaining jobs that otherwise would have been lost.  


Total Impact
Average Client

Sales Impact
$3,374,000
$153,364

Cost Savings Impact
$38,769,999
$1,762,273

Job Impact
275 jobs
12.5 jobs

Sum of Investment Impact
$3,391,600
$154,164

In terms of key performance impact measures, NE MEP’s performance is often among the top 75 percent of all centers.  Performance impact measures that fall below the 75th percentile, such as cost per impacted client and investment leverage ratio, are around that of the MEP median.

Measure
NE MEP
Median
75th Percentile
25th Percentile

Cost Per impacted client
$28,318
$23,914
$15,964
$42,703

Cash Flow ROI
$15.45
$9.10
$19.88
$2.92

Investment Leverage Ratio
$5.70
$7.61
$21.46
$2.40

Cost per job created/retained
$2,162
$3,897
$2,055
$9,592

Definitions:

1. Cost per impacted client = The federal investment in NE MEP in 1999 divided by the # of clients saying yes to any question from Q7c (improved profit margin) to Q15 on the NIST MEP Client Impact Survey.

2. Cash Flow ROI = Typical profit margin of 15% * (Sales Impact) + 100% of Cost Savings divided by the federal investment in NE MEP in 1999.      

3. Investment Leverage Ratio = 100% of New Investment Reported divided by the federal investment in NE MEP in 1999.

4. Cost per job created/retained = The federal investment in NE MEP divided by the total # of jobs created/retained 

The distribution of the clients that NE MEP worked with in 1999 differed from the distribution found in the national system.  Compared to data from the national system, NE MEP worked with a greater percentage (than other MEP centers) of clients who employ more than 500 employees.  This may be due to their work with the Food Processing and Kindred Products industry.


% Of clients surveyed

Size category
NE MEP
National

0-19 employees
31.8 
28.0

20-99 employees
22.7
39.4

100-249 employees
13.6
18.5

250-499 employees
9.1
8.5

> 500 employees
22.7
5.6

Half of NE MEP projects fall into two categories: projects less than 15 hours and projects between 58 and 127 hours.  Nationally, nearly half of projects last more than 58 hours.  The proliferation of projects less than 15 hours is attributed to telephone conversations with food product manufacturers.  These conversations enhance the industries perception of NE MEP’s food products division and are used to generate new business.


% Of clients surveyed

Duration of Projects
NE MEP
National

0-15 hours
22.7
15.2

16-31 hours
18.2
19.4

32-57 hours
13.6
18.5

58-127
27.3
21.8

128 hours or more
18.2
25.2

The NE MEP number of projects completed with clients is comparable to the national system. 


% Of clients surveyed

Number of Projects
NE MEP
National

One project
63.6 
50.5

Two projects
4.5
21.5

Three or more projects
31.7
27.0

Forty-one percent of the clients surveyed fall into one industry – Food and Kindred Products (SIC 20). Given the strategy of the state, this is expected. 

Industry
% Of clients surveyed
% of Nebraska


NE MEP
National
Manufacturers

Industrial Machinery
 4.5
17.9
11.0

Fabricated Metals
18.2
14.2
15.0

Electronics
4.5
8.5
1.0

Plastic/Rubber
0
7.2
4.0

Chemicals and Allied Products
4.5
4.7
3.0

Food Processing and Kindred Products
40.9
4.1
15.0

Stone/Clay/Glass
4.5
2.7
6.7


Note:  Percentage of Nebraska Manufacturers information from U.S. Census Bureau data for the State of Nebraska

Recommendations for Next Operating Year

It is recommended that NE MEP continue to implement the recommendations of the previous review panel that were not completed.  There are no new recommendations at this time.
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