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11:05: 28 AM Representatives Doll, Doogan, Lynn, and Neunan
were present at the call to order. Representative Kohring
arrived as the neeting was in progress.

Presentation by Wrld Trade Center Al aska

11: 06: 40 AM

GREG WOLF, Executive Director, Wrld Trade Center Al aska
(WCAK), provided a PowerPoint presentation titled, "Al aska's

Role in the d obal Mrketplace". He informed the commttee that
for the year of 2006, annual worldw de exports for Alaska are
anticipated to be $4 billion, which represents 10 percent of

Al aska's Gross State Product ("GSP"). Al aska's GSP is the sum
of all goods and services produced in Alaska in a given year.
Profits from exports also represent new noney added to Al aska's
econony and directly and indirectly support thousands of |obs
resulting in a stronger, nore diversified econony for Al aska.
The exports reflected in this report, M. WIf explained, are
only commodities such as |ogs, coal, natural gas, and seafood.
The value of export services, such as construction services,
engi neering services, and oil and gas field services, is largely
unknown and is not included in this report.

CHAIR NEUMAN inquired as to how many Al aska businesses have
enpl oyees wor ki ng out si de of Al aska.

11:10: 43 AM

MR. WOLF replied that he does not have the exact nunber of
overseas enpl oyees; however, projects overseas support business
activities in Alaska for the enployer. According to a study by
the U S. Departnent of Commerce, export-related jobs often pay
13 to 15 percent nore than jobs tied solely to the donestic
econony. In Alaska, higher paying jobs tend to be those that
are related to mning, seafood, and the fertilizer industry.
Exports also encourage the growth of expanded markets and the
custoner base, thereby allow ng Al aska busi nesses to grow beyond
the limts of a small nmarket. Wen conparing the anmount of 2005
exports valued at $3.6 billion, Al aska ranks 40th in the nation
for trade exports; however, considering total exports on a per-
capita basis, Alaska ranks 4th in the nation, and when exports
are specified as a percentage of the GSP, Al aska ranks 8th in
the nation. Alaska is a trade-oriented state and also attracts
foreign direct investnent, primarily from the devel opnent of oil
and gas on the North Sl ope.
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MR. WOLF noted that through Novenmber of 2006 worldw de exports
totaled nearly $4 billion, which is a 12 percent increase from
the previous year. This is the fourth consecutive year of
double-digit gromh for foreign trade, and the total amount for
m neral exports has doubl ed due to hi gher prices.

REPRESENTATI VE DOLL requested that M. WIf specify which
m neral s have increased in val ue.

11:16: 28 AM

MR WOLF indicated that the growh in mneral exports and
preci ous netals was caused by increased prices. He returned to
the subject of export trade highlights for 2006 and noted that
exports to China have increased by 41 percent, which nakes China
Al aska's fastest growing nmjor market, and exports to The
Republic of Korea ( South Korea) have reached an all-tinme high

MR. WOLF presented a graph that indicated Al aska's exports
increased from 1993 to 2006, with the exception of 1998. The
Asian currency crisis of 1997 is reflected by the $750 mllion
| oss in exports during 1998. Not abl e steady growth in the past
3 to 4 years reflects increased demand from the grow ng narkets
of China and India. M. WIf said that Alaska's top export
products are seafood, mnerals, energy, fertilizer, forest
products, and precious netals.

MR. WOLF, in response to questions, relayed that the lack of
avai l abl e natural gas has affected the Agrium U. S. Inc. (Agrium
fertilizer plant and that the inpact wll be seen in 2007.
Ni nety percent of Agriumls product is exported internationally.
M. WIf also noted that the WICAK is researching the source of
the aircraft and spacecraft exports.

MR. WOLF, in response to other questions, informed the commttee
that about 50 percent of Alaska's seafood products are exported
to the Lower 48 and 100 percent of mineral and energy production
is exported to those markets wth refinery capabilities.
Li quefied natural gas (LNG is primarily shipped to Japan and
the majority of the coal is shipped to South Korea and South
Aner i ca. Approxi mately 95 percent of the fertilizer is shipped
internationally, wood products are shipped primarily to Canada,
and round logs are shipped to China and South Korea. He said
that these statistics illustrate the fact that many Al aska
busi nesses are 100 percent supported by the overseas narkets.
He also confirnmed that the WCAK is encouraging businesses to
add value to natural resources before they are exported.
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REPRESENTATI VE DOLL expressed surprise that mnerals are no
| onger exported to the Lower 48.

MR. WOLF observed that at |east for the last 18 years, mnerals
have been shipped al nost exclusively overseas to markets that
have the refining industries.

MR. WOLF discussed the dollar value of Alaska's top exports for
2006, and then referred to Alaska's top ten export markets.
Japan remains Alaska's largest market, followed by South Korea
and Chi na. The decline in exports to Japan is mtigated by
growh in exports to South Korea and China. China has now
repl aced Canada as Alaska's third | argest export market.

11: 27: 54 AM

MR. WOLF, in response to a question, relayed that the artificial
weakness of China's currency - the yuan - is an issue of great
contention between the U S and Chinese governnents; however,
t he Chinese governnment has taken sonme steps to strengthen its
currency. Al aska continues to benefit from economc growh in
Chi na.

MR. WOLF pointed out that certain European countries inport only
one product, meking the European markets relatively one-
di mensional, and that is one of the reasons the WCAK believes
Al aska's focus for future markets should remain on the Pacific
Rim and Asi a. In addition, Alaska has the natural resources
that the Pacific Rm and Asia need, is also of geographic
proximty to the Pacific Rm and Asia, and is a politically
stabl e tradi ng partner.

11: 32: 09 AM

MR. WOLF, in response to a question, confirmed that Al aska
exports of wood, mnerals, and precious netals are all raw
exports. He then enphasized Alaska's dramatic growh in trade
wi th China. Exports to China have increased from $100 mllion
in 2001 to $470 million in 2006, and are expected to continue to

gr ow. He sunmari zed by pointing out that Al aska's exports, from
January through Novenber 2006, are up 12 percent over the
previ ous year. Wrld Trade Center Alaska forecasts trade
results for 2007 will depend on commodity prices and continuing
growh with China. China' s cities are in a period of renodeling
and new construction to prepare for the 2008 Summer dynpics in
Beijing and the 2010 World Exposition in Shanghai .
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MR. WOLF, in response to a question, affirmed that China has
tariffs on inport goods; however, since joining the Wrld Trade
Organi zation (WO, China nust conform to international |evels
of tariffs. The inposition of tariffs is not a big obstacle to
Al aska's export businesses. M. WIf said he expects that the
2007 export trade to be about $4 billion. He then described the
WCAK as part of the gl obal Wrld Trade Center (WO
organi zation that includes 300 trade centers located in 78
countries. Wirld Trade Center Al aska was established in 1987 as
a private, nonprofit organization, and its mssion is: "To
assi st Al askans to successfully conpete for trade and investnent
in the global market place.”

11: 39: 50 AM

MR. WOLF advised the commttee that the WICAK is supported by a
conbination of funds from the State of Alaska, the U S
Departnent of Commerce, and nenbership fees from over 100 Al aska
conpanies. The five core functions of the WICAK which are: to
hel p Al aska conpani es becone "export ready"” through information
and technical assistance, to find new markets and trade
opportunities for Al aska conpanies, to provide information and
hands-on assistance to nake trade happen, to provide office and
conference room space to facilitate business neetings, and,
through the WC network, to provide nenbers with access to
facilities and international trade support services around the
wor | d. Networking by the WCAK with the U S. Departnent of
Commerce ensures access to U S. Enbassies and Consul ates. In
addition, the WICAK holds relationships with foreign governnent
agenci es such as the Korean International Trade Association. At
this time, the WICAK is placing enphasis on the devel opnent of
four prograns: Japan Focus, Korea Connection, China Calling,
and New Markets New Custoners.

11:45:41 AM

CHAIR NEUVAN spoke of the Second Alaska/China Business
Conference in Novenber 2006, and asked for the schedule of
upcom ng conf erences.

VR. WOLF announced that the Third Al aska/China Business
Conference will be held this fall, and invited all nenbers of
the Alaska State Legislature to attend. The Al aska/ Chi na
conferences continue to be a high quality source of information
and feature speakers from the private sector; the field of |aw
and experts in trade and econonm c devel opnent representing the
U. S. and Chinese governnents. M. WIf said he feels that the
WICAK Al aska/ China conferences benefit all entities that need
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information about the opportunities, and pitfalls, of doing
busi ness overseas.

REPRESENTATI VE LYNN endorsed the WICAK conf er ences.

REPRESENTATI VE DOLL asked M. WlIlf to predict the changes in
Al aska's top export products over the next five years.

MR. WOLF predicted that growh in the next five years will be in
precious nmetals and mning, due to the opening of new mnes and
new expl oration; and seafood sales will continue to grow, due to
Eur opean and Asian interest in healthy foods.

CHAIR NEUVAN referred to agriculture and the possible export of
seed pot at oes.

11:51:11 AM

MR. WOLF agreed that efforts to export seed potatoes or table
stock potatoes have begun. However, work still needs to be done
to prove that Alaska's agricultural products benefit from its
i sol ation, which protects products from pests and di seases, and
fromsoil conditions and climate. O course, products mnust also
be cost conpetitive, but the first step is to convince foreign
governnents that the products are safe. At this tine,
agricultural exports are an opportunity of the future. In
response to a comrent, he confirmed the existence of a conpany
| ocated on the Kenai Peninsula that hopes to convert harvested
bl ueberries into a nutriceutical. The inportant question, he
enphasi zed, is whether or not Al aska conpanies can develop
uni que or better products that are priced conpetitively.

MR. WOLF concluded by noting that the WCAK is a public and
private partner of the State of Al aska, the private business
community of Al aska, and the U. S. Conmercial Service.

JOHN MARK POWERSHEI M Consul ate Ceneral, U S. Departnent of
State, Vladivostok, Russia, informed the conmittee that the
office of the U S. Consulate GCeneral in Vladivostok includes
representatives of the United States and Foreign Conmerci al
Service (US&FCS). The US&FCS representatives have a mission to
assist U. S. businesses overseas and to pronote U S. exports,
i ncluding the export of services. M. Pommersheim told of his
recent neetings wth Alaska conpanies that are exporting
services to Russia, including conpanies involved in hydrocarbon
projects on Sakhalin Island, Russia. There is also a trenendous
anount of interaction between the citizens of Alaska and
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citizens of the Russian Far East, not only in business but also
in the area of cultural ties and through Rotary Internationa
clubs (Rotary) and University of Alaska student exchanges.
Al though Russia is not nmentioned as one of the top export
mar kets presently, he assured the committee that the U S
Consul ate General in WV adivostok has a team ready to support
future business between Al aska and the Russian Far East.

MR. POVMERSHEI M commrented on the inportance of exchanges between
Russia and the U S. on issues related to denocracy and pointed
out that the U S governnment has, in the past 13 years,
assi sted 50,000 Russians in visiting the U S

12: 02: 03 PM

CHAIR NEUVAN asked M. Ponmmersheim whether there is anything
that [legislators] can do to nake trade with Russia or other
countries, easier?

MR. POVMERSHEI M reiterated t hat t here are | ong-term
opportunities for U 'S. conpanies in Russia. The current
economc growmh rate in Russia is over 7 percent and Russia has
experienced a 50 percent increase in US. investnents in the
past year.

MR. WOLF referred to the initial work done by the WICAK and the
U.S. Commercial Services Departnment to support developnents in
oil and gas on Sakhalin Island, and in the Russian Far East.
Lynden Logistics, Inc. (Lynden) is one of several Al aska
conpanies that are doing business on Sakhalin Island. Lynden
provi des transportation for goods and materials; other conpanies
are providing oil and gas field services, construction services,
and material supply services. These successful businesses
denonstrate that Russia is a major market for the export of
servi ces. Al aska conpanies have developed technical and
professional skills by working in renote areas and under
difficult conditions, far from supply lines, and with strict
envi ronnmental regul ati ons. These skills are in demand around
the world. He estimated the dollar anmount of service exports to
be $500 million to $750 mllion.

12: 06: 19 PM

CHAI R NEUVAN added that the WICAK report only includes the val ue
of commodity exports, and does not reflect the substantial
mar ket for services between Alaska and Russia. Chai r Neunman
t hanked the presenters and asked committee nenbers to consider
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how to pronote business and econonic devel opnment for the State
of Al aska.

ADJ OURNMENT
There being no further business before the commttee, the House

Special Commttee on Econom c Devel opnent, Trade, and Tourism
nmeeti ng was adjourned at 12:07 p.m
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