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     For Washington businesses in general and manufacturers in particular, the 2009 
legislative session was noteworthy more for the issues that were debated than the bills 
that were actually passed. 
     Changes to Washingtonôs tax structure, rules regarding labor organizing campaigns 
and whether more incentives will be needed to keep Boeing in the state were at the top 
of the list of the sessionôs more contentious business-related issues. 
      But none of those issues, for various reasons, resulted in actual legislation. The 
Worker Privacy Act was scuttled by a controversy over allegations that labor had tried 
to strong-arm legislators to approve the bill. The governor proposed formation of a state 
aerospace council to consider the Boeing issue (enabling legislation is still pending). 
And the need to patch a $9 billion hole in the state budget wasnôt enough to overcome 
lawmakersô sense that Washington voters are in no mood to approve anything that 
looks like a tax increase. 
      Manufacturers did get a few pieces of good news, however. The Grays Harbor 
Economic Development Council asked members to give HB 2211 a push. That bill, 
related to construction of a new State Route 520 bridge across Lake Washington, 
would mean 300 construction jobs to build the bridgeôs concrete pontoons, the EDC 
said, but it was concerned that the bill would stall, delaying passage to next yearôs ses-
sion. The bill passed. 
       The shipbuilding community got a boost from the state transportation budget, with 
a commitment to press ahead on four state ferries between now and 2013. The first 
three will be 64-car Island Home-class ferries. The fourth will be either an Island Home 
or a 144-car ferry, depending on what money is then available. A fifth vessel, another 
144-car ferry, is proposed for a later two-year budget cycle. 
      One major piece of legislation that did pass was SSB 5963, the unemployment in-
surance bill. According to a final bill report prepared by legislative staff, the measure 
changes the employer taxes to more closely match benefits charged back to that em-
ployer. In a system known as ñpay at 2, charge at 4,ò the report says, ñBenefits are 
charged to the employer based on the workerôs wages in all four quarters of the base 
year, not just the two quarters in which the claimant earned the most moneyé.The dif-
ference between benefits paid out and benefits charged back to an employer is spread 
across all employers as a social cost. The federal government believes ópay at 2, 

(Continued on page 4) 

     Suppliers, vendors and employees hoping for some sign 
that Paccar Inc.ôs Kenworth truck manufacturing plant in Ren-
ton might soon resume production of highway vehicles didnôt 
get much encouragement from the companyôs first-quarter 
earnings report. 
      In that report, Bellevue-based Paccar again cut its esti-
mate of industrywide orders for Class 8 trucks (the type pro-
duced at Renton) in the U.S. and Canada to 100,000 to 
130,000 for this year. Thatôs down from last yearôs total of 
153,000 and the record 322,000 in 2006. Itôs also a level not 
seen since 1992, said D.A. Davidson & Co. analyst JB Groh. 
       Paccar subsidiary Kenworth Truck Co. also announced it 
is ready to take orders for its T800 truck with an engine pow-
ered by liquefied natural gas. But Kenworth also said those 
trucks will be produced at Kenworthôs plant in Mexicali. 
      Originally that truck was to be produced at Renton. But 
that was before Paccar made the decision to cut production of 
highway trucks at Renton from 16 a day to none, effective in 
mid-January; 430 layoffs resulted. The only production that 
remained at Renton was two giant off-highway trucks a day. 
     Groh was asked whether he heard anything in the earnings 
report or Paccarôs forecasts to indicate highway-truck produc-
tion at Renton might resume any time soon. 
     ñNot in my view,ò Groh said. ñFirst we need to see the 
freight volumes increase (unfortunately thatôs driven by things 
like the automotive and housing industries). Then we need to 

work through an excess inventory of used, low-mileage trucks. 
Finally orders for new trucks will return. Forecasts for the truck 
market in North America and Europe keep dropping.ò 
     Groh said Renton wonôt restart ñwithout a significant pick-
up in overall demandé.I donôt see that happening this year.ò 
     Paccar, which has a policy of building trucks only on spe-
cific orders, said in its quarterly earnings release that freight 
tonnage vol-
umes remain 
below year-ago 
levels, although 
they have 
picked up the 
last two months. 
The company 
also said a low 
rate of replace-
ment means 
truck fleets are 
aging, which it 
hopes will trans-
late into more 
orders when the 
economy recov-
ers. 

Paccar Trucks Arenôt Rolling From Renton 

Kenworth is now taking orders for T800s 

equipped with engines powered by lique-

fied natural gas. Delivery will start in 

about eight weeks. Photo courtesy Ken-

worth Truck Co.  
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     Quarterly earnings reports from publicly traded companies 
get a lot of attention anyway, but the most recent batch was 
intently scrutinized for evidence that the recessionôs bottom 
finally has been found, and if the economy hasnôt started 
climbing out of its hole, at least itôs not digging any deeper. 
     The analysis after reviewing earnings reports from Wash-
ington manufacturing: A few hopeful signs, but not much in the 
way of concrete evidence that conditions are broadly or signifi-
cantly improving. 
     Weyerhaeuser Co. , for example, lost $264 million in the 
first quarter, compared with a loss of $148 million a year ago. 
Sales from continuing operations fell by 38 percent to less 
than $1.3 billion. 
     A large portion of the loss was the result of one-time 
charges Weyerhaeuser took for closing mills (it took another 
sizable charge for writing down the value of real-estate as-
sets). The Federal Way-based company said it ñexpects a 
smaller operating loss for the segment in second quarter due 
to cost reductions resulting from first-quarter facility closures 
and other cost-control measures. The company anticipates 
lower raw-material costs and slightly higher sales volumes.ò 
     The results for Key Technology Corp. , the Walla Walla 
manufacturer of food processing equipment, reflected the 
moves companies are making to deal with the downturn. Key 
reported a loss for the fiscal second quarter in part because of 
a one-time charge for a workforce reduction and writing off the 
cost of a potential facility expansion. Revenue was also down 
20 percent from a year ago. 
     ñMost major geographic regions, customer markets and 
product lines have been adversely affected by the global eco-
nomic slowdown,ò said Key Technology CEO David 
Camp.  ñAlthough we are receiving new projects and inquiries 
from customers, the sales cycle from inquiry to firm order has 
become longer than we previously experienced.ò 
     One company that had more positive results to report was 
Bothell-based SonoSite Inc.  The maker of handheld ultra-
sound units reported operating income that was down from a 
year ago but was still positive. Sales were off just 1 percent 
from a year ago, with U.S. revenue actually up 5 percent. 
     But Sonositeôs Chief Executive Kevin Goodwin sounded 
some cautionary notes. ñThe worldwide economy will continue 
to be challenging with difficult visibility,ò he said in the earnings 
release. ñWe see signs of opportunity and growth offset by a 
strong headwind from U.S. hospital market softness and the 
stronger dollar. We assume that the U.S. dollar will continue to 
strengthen and that changes in foreign currency will have a 
negative effect of 4-5 percent on revenue. 
     ñWe therefore expect that the companyôs 2009 revenue 
could potentially be flat to down 10 percent as compared to 
2008. We are responding by increasing our expense reduction 
targets to a range of 5-10 percent, from the previous goal of 5 
percent. We intend to continue introducing innovative and cost
-effective new products as the year proceeds.ò 
     Itron Inc. , the Liberty Lake-based maker of utility meters, 
said revenue was down 19 percent from a year ago, as the 
company reported a loss of $19.7 million for the quarter (that 
included a large one-time charge for a conversion of debt to 
equity. 
     Itronôs Chief Executive Malcom Unsworth said the econ-
omy remains soft. ñWe are seeing effects of the slowdown in 
the U.S. economy and our international results have been 

affected by a stronger dollar,ò he said. ñNonetheless, we had 
very strong bookings and our total backlog is at record levels, 
which gives us confidence in the longer term.ò 
     Paccar Inc.ôs first-quarter net income fell 91 percent to 
$26.3 million, as revenue fell by nearly half to just under $2 
billion. While the Bellevue-based truckmakerôs European op-
erations have been carrying the company through the North 
American slump in recent quarters, Europe is now starting to 
feel the recessionôs bite as well. Revenue from Paccarôs Euro-
pean operations was actually lower than revenue from the 
U.S. and Canada in the first quarter, a sharp reversal from a 
year ago, as Europe saw a much higher percentage rate of 
decline. 
    Intermec Inc.  lost $10.4 million in its first quarter, compared 
with net income of $7.7 million a year ago. Revenue fell 25 
percent to $163 million. 
     The Everett-based maker of bar-code and radio-frequency 
identification systems for tracking inventory and shipments 
said second-quarter revenue will be $150 million to $165 mil-
lion, with the quarterly loss (including restructuring charges) at 
11 to 18 cents a share, vs. 17 cents in the first quarter. 
     Clearwater Paper Corp. , a Spokane-based pulp, paper 
and lumber producer spun off from Potlatch Corp. last Decem-
ber, reported a first-quarter profit of $13.6 million. ñWe are 
pleased with the operational and financial performance of our 
consumer products segment,ò said Clearwater CEO Gordon 
Jones, referring to the unit that makes bathroom and facial 
tissue, paper towels and napkins. ñAlthough the pulp and pa-
perboard segment has held up relatively well to this point, we 
are now seeing signs of significantly weaker-than-normal pa-
perboard backlogs. Not unlike others in the wood products 
business, we are continually monitoring our lumber mill's over-
all contribution to the company's earnings.ò 
     International Absorbents Inc. , a Ferndale company that 
uses recycled materials for such products as oil and water 
filtration and liquid-spill cleanups, reported a profit for the fiscal 
year ending Jan. 31 that was actually ahead of the previous 
year, by 11 percent, on an 8 percent increase in sales. 
     It, too, is seeing a slowdown.  ñThe economic downturn is 
having its effect on us as sales slowed in the latter part of the 
year resulting in overall growth of 8 percent, the first time in 
many years that we have had less than double digit growth,ò 
said Gordon Ellis, the companyôs chairman. ñAs companies 
worldwide tighten up their inventories our customers have 
been doing the same such that sales continue to slow as we 
move into the new year.ò 
     Key Tronic Corp ., a contract electronics manufacturer 
based in Spokane Valley, managed to scratch out a profit for 
the fiscal third quarter ending March 28, although revenue 
dropped 14 percent from a year ago. Key Tronic said it ex-
pects fiscal fourth-quarter revenue to be $40 million to $43 
million, compared with $44.2 million in the third quarter, with 
earnings at breakeven to slightly positive. 
     ñWhile we have maintained our existing customer base, we 
continue to see slowdowns in orders among those programs,ò 
said Craig Gates, Key Tronicôs CEO. ñAlthough the revenue 
growth from many of our new programs has also been slowed 
due to the recession, all of those new programs continue to 
move forward. 
     ñWe continue to add to our pipeline of prospective new 
programs despite the challenging economy.ò 



News Wire: The Latest In Washington Manufacturing  

MOSES LAKE: Two manufacturing projects in Grant County 
are still under construction, but two others have been put on 
hold because of the economy, the local economic develop-
ment council reports. 
     Norco Inc. plans to open an air-separation plant to produce 
oxygen, nitrogen and argon gas. The Moses Lake plant will 
have five employees when it begins operating later this sum-
mer, but it will also serve as a distribution hub for 20 long-haul 
drivers. Boise, Idaho-based Norco provides welding, safety 
and home-care medical supplies. The gases produced at the 
plant will be used for welding, patient care in hospitals and 
cold storage by food processors. 
     Morse Steel Service is building a 58,000-square-foot pro-
cessing and distribution facility to turn steel into fabricated 
parts and shapes. Bellingham-based Morseôs new Moses 
Lake facility will replace a plant in Wenatchee. 
     The two companies that have suspended construction on 
new plants are Guardian Fiberglass Inc. and Specialty Chemi-
cal Products LLC. 
     Guardian Fiberglass broke ground in October 2007 for a 
500,000-square-foot facility to fabricate insulation used in 
commercial and residential buildings. When operations begin, 
that plant will employ 130. 
     Specialty Chemical Products, a subsidiary of Columbia 
Ventures Corp., bought a former sugar beet processing plant 
with plans to convert it to the production of precipitated silica 
and fluoride salt. Precipitated silica is used in production of 
rubber, food, cosmetics and toothpaste, while fluoride salt is 
used for water treatment and oil drilling. Specialty Chemical 
expects to have 50 employees when operating. 
 
ABERDEEN: Weyerhaeuser Co. said it will close its Bay City 
log export facility, a move that will mean layoffs for 54 employ-
ees. Weyerhaeuser, which has operated Bay City since the 
early 1970s, said it will handle log sorting and exports at facili-
ties in Olympia and Longview. 
 
EVERETT: Intermec Inc. said it plans to cut its workforce by 
12 percent through the rest of 2009. Intermec wouldnôt say 
how many people would be affected by the cuts. Intermec had 
announced a 7 percent cut, or 150 jobs, in January. In its 10-K 
annual filing with the Securities and Exchange Commission, 
Intermec reported 2,070 full-time employees as of Dec. 31, 
with 63 percent of those in the U.S. 
 
LACEY: Spring Air/Consolidated Bedding has told the state 
Employment Security Department it is closing its Spring Air 
mattress factory, effective May 1, a move that will mean lay-
offs for 45 workers. The trade publication Furniture/Today said 
the company had closed after a management effort to buy the 
company failed. 
 
SEATTLE: Boeing employment in Washington as of April 30 
dipped to 74,277, down 1,219 from the end of March, and 
down 2,140, or 2.8 percent, since the end of 2008. Boeing 
employment in this cycle peaked at 76,689 in Washington as 
of Oct. 31, 2008. A year ago Boeing employment in the state 
was 74,971. 
 
SEATTLE: Boeingôs order book gained 18 new orders but lost 
26 due to cancellations, according to the companyôs updated 
tally. Turkish Airlines ordered five 777s and an unidentified 
customer ordered 13 737s. But Boeing also reported one or-
der for a 777 and 25 orders for the 787 were dropped. 
     For the year to date (through May 5) Boeing had picked up 
41 net new orders for the 737, lost one for the 747, added 
eight for the 777 and lost 49 for the 787, for a net change of 
minus one order for all models. Ryanair added 13 orders and 
Southwest and Alaska Air each added five, all for 737s. Gulf 
Air has placed eight orders for the 787.  
     Through April 2009 Boeing delivered 160 planes, 122 of 
those being 737s. 

 

KENT: Avure Technologies Inc. said it has been sold to Mile-
stone Partners, a private-equity firm based in St. Davids, Pa.  
Avure had been owned by The Gores Group, another private 
equity firm. 
     Avure was spun off from Kent-based Flow International 
Corp., a manufacturer of high-pressure waterjets used in in-
dustrial cutting and cleaning applications, in November 2005. 
Pat Adams, Avureôs chief executive officer, said the company 
has increased revenues by more than 2.5 times, and profitabil-
ity has increased by even more. 
     Avure has three lines of business. It produces equipment 
that treats food with high pressure to destroy microorganisms 
that cause illness or spoilage. It makes isostatic presses, in 
which gas or liquid under high pressure is used to reduce or 
eliminate internal porosity without deforming the part being 
treated. And it makes sheet-metal shaping equipment. 
     The company said a number of Avure managers are also 
investing in the company with Milestone. The purchase price 
wasnôt disclosed. 
     Adams said Avure and Flow continue to invest together in 
technology research, and Avure buys pumps for its food-
treatment systems from Flow. 
     Avure has its principal design and manufacturing opera-
tions in Vasteras, Sweden, and a total of 150 employees.  
     Adams said Avure hopes to launch new products, expand 
sales in Europe, Latin America and Asia and move its prod-
ucts into new industrial markets.  
 
BELLEVUE: The index numbers for both current and fore-
casted conditions were up in April from March, according to 
the Western Washington chapter of the National Association 
of Purchasing Managers. The Pacific Northwest current index 
was at 44.6 for April, up 4.3 points from the March reading. 
The forecast gained 1.5 points to 45.7. At less than 50, both 
indicate an economy still in recession. 
     Current employment was up but survey participants pre-
dicted it will drop in the next 90 days. Inventories were down 
and forecasted to drop further. Reported prices were up but 
expected to decline in the next three months. Deliveries were 
slightly slower but the forecast was for shorter lead times. 
Items listed in short supply include military-spec resistors, 
some bearings and heat-transfer fluid. 

Customers of Avure Technologies use isostatic presses 

such as this to form and improve components for the con-

ventional and alternative energy, aerospace, military and 

advanced energy markets. Photo courtesy Avure Tech-

nologies.  



The Future of Manufacturing: Rory Lee Nay, Proto Technologies President 

When you want to turn a drawing-board idea into a real prod-
uct, you might turn to a company like Proto Technologies Inc., 
a 14-year-old, 27-employee Liberty Lake company that pro-
duces prototypes and does small-run custom manufacturing. 
     Rory Lee Nay, Proto Techôs president, is the 2009 Wash-
ington small business person of the year, as selected by the 
U.S. Small Business Administrationôs Seattle district office. 
The SBA said Nay was selected for her record of ñlearning 
lessons daily in how to balance and manage family, employ-
ees, finances and customers. It is her tenacity in the face of 
adversity, her business acumen, her dedication to excellence 
and her outreach to share the fruits of her success with others 
(that make) Rory Nay a prototype for all entrepreneurs.ò 
 
On current conditions for manufacturers:  
     We work with companies that are actually doing R&D. 
Theyôre designing, theyôre creating that new product thatôs 
going to be coming out, and then they go to somebody else for 
mass production. Weôve been busy; weôre not slammed. We 
have seen stuff that has been put on hold because they have 
no credit. But then I have some customers that weôre doing 
their small production for them ï and theyôre booming. Some 
of it is European companies, medical, just a variety, itôs not 
one specific industry. The money thatôs coming from the gov-
ernment for grants and being start-up companies or technol-
ogy driven with energy, obviously thatôs going to help. I donót 
know that we see a lot of that yet, but I think over the long run 
that will helpé. 
     Right now in todayôs market, I think itôs just credit issues. I 
really do. Iôve seen it with my customers. Iôm getting the slow 
pay, ñwe have to put the job on hold because the investors 
have stopped.ò (2008) was a huge year for us. Here in Spo-
kane (for) a lot of my colleagueséthe year was great. And 
then all of a sudden the housing market crashed everything. 
And then the banking. That snowballed. 
 
The advantages of being small:  
     In our business thereôs not a lot of companies that are large 
in what we do, because we have to be rapid. You send me a 
file, you want it tomorrow. Once you start getting companies 
that are hundreds of employees and layers of management, 
you canôt be very rapid. When youôre small youôre able to keep 
turning things very quickly. 
     Weôre able to open up to customers because weôre a cus-
tom (manufacturer): What can we do that you need done? I 
may not typically be doing it, but I have the talent here to take 

that on and do the job for you. Itôs just being innovative at 
looking at what the customerôs needs are, and do I have the 
talent here to do it. 
 
Recruiting companies to Spokane:  
     Iôm not a native of Spokane. Iôve been here 27, 28 years 
now. When I first moved over here, I came from Seattle. Iôd be 

on the freeway at 5 
oôclock and say, ñwhere 
the heckôs the traffic? 
Where is everybody?ò 
Coming from Seattle, 
there was a huge differ-
ence. Well we have traf-
fic now. We donôt say 
that any more. But 
youôve got lower housing 
(prices), lower wages, 
itôs a beautiful place,  itôs 
still not as metropolitan 
an area as the Seattle or 
Portland area. Thereôs a 
lot to offer here. And I 
think people are seeing 
that. ... 
     In the 20 years that 
Iôve lived here, where our 
building is right now used 
to be farm fields. Now itôs 

housing developments, office buildings galore. Itôs really 
grown.  
 
What will drive a recovery:      
     As soon as the market starts improving, and weôve seen it, 
people will start releasing the purse strings, bankers will start 
releasing credit, and it will pick right back up again. I donôt 
know if youôve shopped electronics stores. Their shelves are 
empty. Whatôs going to happen is, everybodyôs going to start 
saying, ñWe need product,ò and nobodyôs been making it. All 
of a sudden itôs going to be, ñBoom, we need productò and 
everybodyôs got to get back to work and itôs a big rush. The 
floodgates are going to open up a little bit. How much will they 
open, who knows ï but they will open up. I think weôll be back 
in business again as an economy. It will put people back to 
manufacturing jobs. Weôre waiting for that moment and itôs 
slowly getting there. 

RORY LEE NAY 

charge at 4ô is out of conformity because 
federal law requires that unemployment 
tax rates reflect actual benefits paid.ò 
     The legislation reduces the experi-
ence-based component of unemploy-
ment-insurance taxes starting in 2010 
(the amount depends on the specific rate 
class). The flat social cost factor varies 
depending on the estimate of months of 
benefits in the trust fund. The combined 
rates are capped at 5.4 percent for cer-
tain agriculture, forestry and fishing em-
ployers, and at 6 percent for all others. 
      One other piece of legislation busi-
ness had its eye on concerned resellersô 
certificates for retail-sales tax exemp-
tions. As originally drafted the legislation 
would have required custom contractors 
to pay the sales tax, then apply that 
amount as a credit against sales and use 

taxes. After representatives of business 
groups objected, that provision was re-
moved; the legislation asks for a review 
of the issue with a report due late this 
year. 
     Among other notable pieces of legis-
lation passed in the most recent session 
(synopses come from legislative bill re-
ports): 
    ƴ HB1062, extending the public utility 
tax exemption for certain electrolytic 
processes (production of chlor-alkali and 
sodium chlorate) to Dec. 31, 2018. It had 
been due to expire in 2011. Testimony 
indicated the exemption helps support 
jobs in Longview and Grant County. 
     ƴ HB2165, authorizing the Depart-
ment of Natural Resources to set up 
biomass-to-energy demonstration pro-
jects through public-private partnerships. 
     ƴ EHB 2242, splitting off a new De-
partment of Commerce from the existing 

Department of Community, Trade and 
Economic Development.  
     One piece of legislation that didnôt 
pass, to the relief of the petroleum refin-
ing industry, was a measure that would 
have imposed a $1.50 a barrel fee at the 
òpoint of first possessionò on petroleum 
products that contribute to stormwater 
pollution. Those products were defined 
as including asphalt and road oil, lubri-
cants, motor vehicle fuel and residual 
fuel oil. Not included were crude oil, jet 
and aviation fuel, home heating oil, fuel 
for agricultural purposes and products 
intended for export. 
     As of press time the governor and 
legislative leaders had decided against a 
special sessionð for now. But as noted 
on the list of bills that did pass this year, 
those pieces of legislation not approved 
arenôt dead yet, but could be reconsid-
ered next year. 

(Continued from page 1) 

The Legislature Goes Home: What Did It Leave Behind?  


