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COW TTEE CALENDAR

Alaska Ship & Dry Dock Presentation by Doug Wrd, Shipyard
Devel opnent, discussion to follow about future public/private
partnershi ps and wor kforce devel opnment to further build Al aska's
econony.

PREVI QUS COW TTEE ACTI ON
No previous action to report
W TNESS REG STER

JIM LYNCH, Chair

Al aska Workforce I nvestnment Board (AW B)

Department of Labor & Wbrkforce Devel opnment (DLWVD)

Anchor age, Al aska; Chief Financial Oficer

Fai r banks Menori al Hospit al

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Testified during the hearing on workforce
devel opnent .

CORI NNE OGLE, State Reporter

Al aska Future Farners of Anerica (FFA)

Hormer, Al aska

PCOSI TI ON STATEMENT: Participated in a presentation by the FFA

TAYLOR BERBERI CH, Secretary
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Al aska Future Farners of Anerica (FFA)
Pal mer, Al aska
POSI TI ON STATEMENT: Participated in a presentation by the FFA

RACHEL KENLEY, President

Al aska Future Farnmers of Anerica (FFA)

Pal mer, Al aska

POSI TI ON STATEMENT: Gave a presentation on Alaska Future
Farmers of Anmerica activities.

DOUG WARD, Director

Shi pyard Devel opnent

Al aska Ship & DryDock

Ket chi kan, Al aska

PCSI TI ON  STATEMENT: Gave a presentation on Alaska Ship &
Dr ydock.

ACTI ON NARRATI VE

5:19:31 PM

CHAIR JAY RAMRAS called the House Special Conmmttee on Econom c
Devel opnent, International Trade and Tourism neeting to order at
5:19 p.m Present at the call to order were Representatives
Doogan, Tuck, and Ranras. Representatives Dahlstrom and

Johansen arrived as the nmeeting was in progress.

Al aska Ship & Dry Dock Presentation by Doug Ward with di scussion
to follow about future public/private partnershi ps and workforce
devel opnment to further build Al aska's econony.

CHAI R RAMRAS announced that the first order of business would be
a report on workforce devel opnment by Jim Lynch, followed by a
presentation from Doug Ward of Al aska Ship & Drydock.

5:20: 14 PM

JIM LYNCH, Chair, Al aska Wrkforce Investnent Board (AW B),
Department of Labor & Wbrkforce Developnent (DLWD); Chief
Financial Oficer, Fairbanks Menorial Hospital, inforned the
coommittee he was speaking from his personal perspective and
i nsi ghts. M. Lynch said the structure of the Al aska Wrkforce
| nvestnent Board is in statute, as primarily a private sector
advisory board to the Departnent of Labor & Workforce
Devel opnment (DLVD). The 26 nenber board is a conbination of
private sect or menber s and desi gnat ed seats for t he
conmm ssioners of DLWD and the Departnent of Education and Early
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Devel opnent (EED). The Al aska Wrkforce Investnent Board, wth
the cooperation of the conm ssioner and deputy comm ssioner of
DLWD, (IS maki ng unpr ecedent ed strides during this
adm nistration. M. Lynch relayed AWB now has considerable
di scretion over the State Training & Enploynment Program (STEP)
that is funded wth Unenploynent Insurance funds from the
Enpl oyment Security Division of the U S. Departnent of Labor.
This is a potent training programwithin the state. He focused
his coments on how to inprove workforce devel opnment and opi ned
it is a supply - develop jobs and the workforce will come - or,
demand - develop the workforce for jobs that are anticipated -
guestion and the answer is in the mddle. Now is the time for
the state to anticipate short- and long-term training for the
workers needed to build a gas pipeline; in fact, the highly

skilled labor required for the gas pipeline will take years to
pr epare. M. Lynch said that the private sector board partners
with DLMD to try to set priorities. From his nine years of

experience, he advised that the <conplicated challenge of
wor kf orce devel opment has no flowchart or diagram to clarify

the mx of noney, prograns, and enpl oynent needs. He stressed
how inportant it is to take advantage of opportunities and to
invest in effective prograns. M. Lynch offered the conmttee

any assistance the board coul d provide.
5:26: 20 PM

REPRESENTATI VE DOOGAN expressed his concern that it is very
difficult to tell if the right steps are being taken to pronote
wor kf or ce devel opnent .

5:27:10 PM

MR. LYNCH agr eed. He described workshops and enployer foruns
that have been held in the Interior and sone successful neasures
that have been identified. However, there can be unnecessary
duplication and he encouraged | ooking for efficient prograns.

5:28: 38 PM

CHAIR RAMRAS |isted training difficulties; for exanple, highly
trained workers that mgrate out of the state. He asked M.
Lynch to address training issues.

5:30: 02 PM

MR. LYNCH recommended that the state take a conprehensive | ook
at the related field of "workforce readiness.” H s personal
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viewpoint is to look at the "layers" of training needed for
expertise in a given field, such as advanced degrees, the
bachel or [ degree] plus on-the-job training, and associ ate
degrees wth various levels of on-the-job or certificate
training. M. Lynch said the key to workforce devel opnent is to
focus on [workers] wth associate degrees and below, because
these workers can be enployed in a shorter period of tine.
However, the state can not ignore the inportance of those wth
hi gher degrees who may be beyond the influence of the board and

DLWD. He recalled past prograns, such as "student |oan
forgiveness," that slowed the significant econom c inpact of
"brain drain" and encouraged Alaskans to return hone after
col | ege. Regarding workers who are leaving the state, he
advised DLWD has data on the cost of training individuals and
whet her they are still working in the state. He then spoke of

t he successful prograns at the University of Alaska (UA), such
as UA Anchorage (UAA) school of nursing and UA Fairbanks (UAF)
school of nursing. Al aska Ship & Drydock in Ketchikan is also
in partnership with UA and is a great exanple of training
prograns that teach people transferrable skills. M. Lynch
referred the conmttee to the apprenticeship coordinator at DLWD
for further information.

5:35:14 PM

REPRESENTATI VE TUCK said he appreciates the conplexity of the
wor kf orce training problem He cited his personal experience
with an apprenticeship program and |listed the benefits thereof.
Representative Tuck expressed his concern that Alaska is not
capitalizing on its investnent in students educated in Al aska.
He al so stated the benefit of a student |oan forgiveness program
as a nechanism to encourage Al askans to return after college.
He opined there is less cost to preparing high school students
for college than to prepare them for technical careers; in fact,
perhaps DLWD funds should go to education at the [m ddle] and
hi gh school 1level. The Anchorage School Board opened the King
Career Center for summer school and after school classes in
response to a high demand; career and technical education keeps
kids in school and the state should continue to pronpte and
provi de technical training to Al askan students.

5:38:35 PM
MR. LYNCH agreed and enphasized that the state nust identify

effective prograns and nake the system nore efficient. He noted
that proposed legislation is under consideration; furthernore,
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it is wdely accepted that technical and traditional education
and | abor are intertw ned, but the systemis not.

5:40: 33 PM

CHAI R RAMRAS introduced three officers of the Al aska Chapter of
the Future Farners of Anmerica.

5:42:11 PM

CHAIR RAMRAS asked M. Lynch to submt an outline of Al aska
Wr kforce Investnent Board goals and activities. He opined the
cornerstone for a robust econony in Al aska may be the cost of
energy; in fact, the cost of energy is the obvious "driver" in
areas of the state that are in decline and areas that continue
to thrive

5:44: 30 PM
MR. LYNCH concurred.
5:45: 04 PM

CHAI R RAMRAS opi ned the expectation of the return of high energy
costs suppresses investnent and the hiring of a workforce; in
fact, he asked whether the state could keep a trained workforce
active if energy costs stop grow h.

5:46: 22 PM

CHAIR RAMRAS invited the FFA officers to nmke a brief
present ati on.

5:47:34 PM

Corinne Ogle, State Reporter, Al aska Future Farners of Anerica,
informed the committee her FFA team from Honmer Hi gh School
placed first in the state and second nationally at the Nationa
Envi ronmental Science and Natural Resource conpetition. The
team solved a problem involving an appropriate housing
devel opnent for an identified parcel of I|and.

5:48: 42 PM
RACHEL KENLEY, President, *Alaska Future Farners of Anerica*,

said the state officers were in Juneau to celebrate FFA week.
The mssion of the FFA is to nmake a positive difference in the
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lives of students by developing their potential for |eadershinp,
personal growth, and career success. She expressed her beli ef
that it is inportant for Alaska schools to have agricultural,
mning, and fisheries education to develop |eaders for the

future of the state. Ms. Kenley said the officers have
presented | eadership conferences throughout the state and have
facilitated events such as farm tours. There are seven active

FFA chapters in Alaska wth about 150 nenbers. She invited
commttee nenbers to the state convention scheduled for April
22-24, 2009, in Pal ner.

5:50: 58 PM

TAYLOR BERBERI CH, Secretary, Alaska Future Farnmers of Anerica
(FFA), opined FFA is the best |eadership opportunity and she
listed sone of her experiences with the program

5:51: 54 PM

DOUG WARD, Director, Shipyard Developnent, Alaska Ship &
DryDock, informed the conmittee his conpany is the private
sector operator of the state-owned Ketchikan shipyard and is
engaged in a public-private partnership supported by the
concurrent devel opnent of the infrastructure, the narket, and
the workforce of the shipyard in Ketchikan. The shipyard is
creating the capacity and the regional conpetitive advantage to
attract new private investnent and the resulting |obs.
Planning for the shipyard began in the late 1970s follow ng the
expansion of the Al aska Marine H ghway System (AVHS) in the
1960s. Previously, all activities of the AVHS were based in
Seattle at Pier 54. The facility in Ketchikan was built to
bring those activities and jobs back to Al aska. The AMHS has
now grown to include the Ketchikan International Airport ferry,
the [Craig] Inter-Island Ferry Authority, and the new Cook Inlet
Ferry.

5:56:36 PM

MR. WARD continued with a history of the shipyard and said the
Department of Transportation & Public Facilities (DOIPF) bought
the shipyard site in 1985; in fact, shipbuilding has been sited
there since 1922. He displayed slide 2 of the shipyard as it
exists today with the MV Matanuska in floating dry dock and the
MV Colunbia and a "fast ferry" dockside. Slides 3 and 4
di spl ayed the current devel opnent plan and recent expansions and
i nprovenents to the shipyard. M. Ward explained how the
floating dry dock works. He enphasized that all the work done at
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the shipyard is based on globally conpetitive standards,
including the infrastructure of the yard. Wrkforce training at
the shipyard requires repeatable and enduring standards to guide
the lay-out of the work, devel opnent of the workforce, and the
conpletion of the product. This is because shipbuilding is
conpl ex and nust be conpetitive. In 1999, ASD devel oped its
plan to expand the shipyard by building the infrastructure, the
mar ket, and the workforce concurrently to ensure success and
guarantee full enploynent. He also noted the intent to reduce
the cost of the operation of the AMHS. M. Ward discussed the
damage to the MV Lituya that was blown away from its noorings
at Metlakatla on January 30 [2009]. There was considerable
damage done by the pounding on the rocky island where the ship
cane to rest. He pointed out the savings in tine and expense by

having a regionally available maintenance facility; in fact,
just towing the ship to Seattle would take one week, and would
have been dangerous to life and the environnent. Fur t her nor e,

Seattl e shipyards have no relationship to the AVHS, but Al aska
Ship & Drydock has a conmtnent to nmaintain and reduce the cost
of operation AVMHS ferries, and does what is needed to return
ships to service. M. Ward predicted in three to five years
enpl oynent at ASD will increase from 139 to about 350 full-tine
j obs in advanced manufacturi ng.

6:04:16 PM

MR. WARD spoke of the manufacturing of the MYV Susitna, the
world' s first twin hulled icebreaking ship. He said, "People
that know [said it is] one of the nobst conplicated ships to be
designed in the last 100 years.” The ship is an Ofice of Naval
Research Denonstrator Project to be used by the U S. Marine
Corps to ferry marines and battle tanks 100 nautical mles from

forward-|located sea bases at 30 knots in 15-foot seas. Upon
approach to land, the ship converts to a barge landing craft.
Its denonstration use will be as a ferry crossing the Knik Arm

from Anchorage to the Mat-Su Borough; in fact, the Navy was
interested in a partnership with the borough to build the ship
because the Knik Arm wth winter weather, currents, and extrene
tides, is one of nbst difficult transits in the world.

6: 06: 08 PM

CHAI R RAMRAS asked how the contract was obtai ned.

6: 06: 41 PM
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MR. WARD explained that this ship was designed by Lockheed
Martin for the U S. Navy Sea Base Initiative. This is a science
and technology project as indicated by the transformability of
the vessel. A Lockheed Martin engineer suggested the waters of
Knik Arm for testing at the same tinme the Mat-Su Borough was
exploring the purchase of a ferry to Anchorage. John Duffy,
representing the Mat-Su Borough, stipulated that construction of

the ship nust be in Al aska. The O fice of Naval Research
i nspected the shipyard and determned that ASD could build the
$60 mllion ship. Subsequent commercial use for the ship is
hi gh because of its stability in high seas and the design of the
hul | . In addition, the ship is well suited for nultiple use
with four 27,000 horsepower, fuel efficient, engines; in fact,
for ferry operations, two engines operating at 15 knots will use

7.5 gallons of fuel per hour. M. Ward concluded that as the
US. Ilooks forward to the opening of the northern sea routes,
this ship is the global standard for polar transportation and
resear ch.

6: 12: 02 PM

MR. WARD continued the presentation and spoke of the Chevron
Coal Harbor Marine Fueling Station ASD is building for the Port

of Vancouver. Al aska Ship & Drydock is also the |ow bidder on
t he Ketchi kan replacement ferry. This is significant in that
the fueling station will be a nmanufactured export from Al aska

Furthernore, the shipyard needs to grow beyond service only to
AMHS because the AMHS nmai ntenance budget is not |arge enough to
support a shipyard with the capabilities required to performthe
necessary maintenance. The shipyard is primarily equipped to
service ships 250 feet in length or less, and this length
includes nearly all ships for the U S. Coast Guard, the National
Oceani ¢ and Atnospheric Adm nistration (NOAA), and approximtely
2,000 private vessels.

6: 15: 22 PM

REPRESENTATI VE DOOGAN asked whet her the shipyard is too small to
build the new Al aska class ferry.

6:15: 50 PM

MR. WARD sai d no. Wth its dry dock, his conpany can build a
ship 450 feet |ong using nodul ar sections. He said ASD is very
interested in building new ferries for AVHS, however, ships are
the nost conplicated structures in the world and a shipyard is a
floating city, simlar to the public works departnent of a city.
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The shipyard is also highly regulated and, during the design of
a ship, a marine architect nust consult with the shipyard and
"design for producability.” During this process the shipyard
may reject a certain proposed design. He said that ASD wants to
work with AVHS as a team nenber and begin with procurenment in
order to keep costs down. This is a departure fromthe standard
"design, bid, build,"” process that adds costs for contractor's
risk and damages. A nore effective process with a public
private partnership is to identify the classes of risk that
exi st, and have the risk nmanaged by the appropriate partner.

6:21: 30 PM

MR. LYNCH displayed a slide showing advanced manufacturing
ship's hull nodules for the MV Susitna and explained that the
stiffened hull panels have conpound curves and 40 mles of
wel ds. In addition, the accuracy standards are no nore than a
1/16th inch tolerance on a 38 foot nodul e.

6:22: 59 PM

REPRESENTATI VE DAHLSTROM questioned the w sdom of the governnent
al ways granting a project to the | owest bidder.

6: 24: 00 PM

MR. LYNCH observed that the federal highway system is |earning
that its procurenment practice is breaking the back of the nation

and the states; in fact, federal agencies have found guidance
from gl obal best practices that are successful in six European
nati ons. This system is called "effective public private
partnering for innovative and alternative procurenent.” For

exanple, contractors can now file for "special experinental
project 15 status" and, if granted, can denonstrate a faster,
better, and cheaper program He further described tine-saving
technology in use at the shipyard that was inspired by railroad
manuf act uri ng techni ques.

6: 27: 46 PM

REPRESENTATI VE TUCK asked whether ASD has the rights to the
design of the ship for future mass production.

6: 28: 22 PM

MR. LYNCH said that his conpany has exclusive |icense on the
original Lockheed intellectual property. He then described sone
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of the history of the conversion of the conmpany from the pulp
m ||l maintenance plant to a shi pyard.

6: 30: 21 PM

REPRESENTATI VE TUCK asked for the period of tinme fromthe design
of the ship to conpletion

6: 30: 35 PM

MR. LYNCH responded that the design process has taken years and
the ship is 50 percent conpleted. He then turned to the subject
of workforce devel opnment. M. Lynch has been on the Al aska
Wor kf orce Investnent Board for five years and noted that the
governor directed the conm ssioner of DLWD to reorganize the
board and put it to work. He stated that the board now has
fiduciary control of the funds directed for career training in
the state, including career and technical education in the
schools that is supported by the conm ssioner of Education and
Early Devel opnent. In 1999, while attending a shipyard
conference in Washington D. C., M. Lynch learned that U S
commer ci al shi pbuil di ng production was | ess than one-half of one
percent of world production. Northern Europe is now building
the large cruise line ships, and Japan mekes "big box" ships

The mlitary launched an investigation that led to the re-
di scovery of a historical training program developed in the US

during World War 1. This training program successfully trained
a novice, and fermale, workforce in the US. during the war, and
then was used to re-build Europe and Japan after the war. The
docunent, "Training Wthin Industry," was |ost over time in the
US. until April 2006, when the docunment was re-published. In
2000, ASD adopted another partnership with the University of
Al aska and began devel oping a nodel training plan for structured
on-the-job training: apprenticeship. Al aska Ship & Drydock al so

adopted the country's first catalog of skill standards for
shipbuilding and a program for leading multi-skilled, self-
organi zing work teans. This guiding docunment will be North

Anerica's first multi-skilled shipyard production worker
apprenticeshi p program

6:40: 13 PM

MR. LYNCH advised that the workforce needed in Al aska mnust be
prepared for whatever task presents itself; a workforce that can
self-organize and that is multi-skilled. He stressed that
Training Wthin Industry (TW) teaches workers how to think
critically about the job, how to inprove the work process, and
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how experi enced workers can train |learners by "telling, show ng,
doi ng. " He described sonme of the recent high school graduate
trainees at ASD and their successes. M. Lynch displayed a
slide of shipyard career paths and nmjor processes, and noted
that apprentices are not productive for the first tw years of
training. Then, they can enter the nulti-skilled, "shipbuilder"
apprentice program The career path then leads the worker to

specialties that may need further education. He stressed that
ASD s successful apprenticeship program can be adapted to any
i ndustry. Mor eover, students can begin learning on-line for
credit in high school, or through the UA community college
system

6:47. 22 PM

CHAIR RAMRAS asked whether ASD is a for-profit entity and
whether it is profitable. He also asked for the conpany's
owners and whether it is subsidized by the Alaska |ndustrial
Devel opnent and Export Authority (Al DEA).

6:47:48 PM

MR. LYNCH inforned the commttee that AIDEA owns the shipyard
property. Al aska Ship & Drydock has not borrowed nobney from
Al DEA, but has secured $77 mllion in public funding to build
t he shi pyard. The conpany nakes a profit and pays a dividend
to Al DEA; however, in order to have a sufficient volunme of work,
the shipyard nust build its infrastructure and increase its

wor kforce to 350 enployees. He stressed the need for a
know edgeable and skilled workforce to grow the conpany and
increase profitability. M. Lynch pointed out that ASD is

required by AIDEA to pay into a dedicated repair and repl acenent
f und.

6:49:46 PM

REPRESENTATI VE TUCK asked for the source and handling details of
the steel used at the shipyard.

6: 50: 00 PM

MR. LYNCH said building the MV Susitna outside is a challenge
due to inclenent weather. The source of the steel depends on
the job. For exanple, using the standard "design, bid, build"
bi dding practices for the construction of the new dry dock,
North American sources failed to win the bid for the procurenent
of steel. Thus, the authorization was given to buy on the
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global market and U S. Department of Comrerce, Econonic
Devel opnent Administration dollars went to China for the steel
Once again, M. Lynch encouraged the use of the innovative and
alternative procurenent process.

REPRESENTATI VE JOHANSEN expressed his enthusiasm about the
shi pyard

6: 52: 56 PM

REPRESENTATI VE DOOGAN recal l ed taking a tour of the shipyard.
6: 53: 25 PM

CHAI R RAMRAS asked what the state can do to support ASD.

6: 53: 33 PM

MR. LYNCH pointed out that the workforce plan is not cheap. For
exanpl e, training and design nodules and contract specifications
need to be part of a handheld and wireless network in the yard.
He stated that shipyard occupations overlap wth those of
pi peline workers and cautioned that the shipyard my |ose
trai ned enployees to the proposed gas pipeline project. Al aska
Ship & Drydock, and other incunmbent businesses throughout the
state, nust be protected from the loss of their trained
wor kf or ce

6: 55: 30 PM
CHAI R RAMRAS assuned the state has exclusivity with ASD.
6: 55: 49 PM

MR. LYNCH reported that ASD conpetes for jobs such as repairs
for British Colunbia Ferry Services, Inc. He returned to the
subj ect of state assistance and said that the state can fund

streanmline, and inprove the State Training and Enploynent
Program ( STEP) through proposed | egislation.

6:57: 03 PM

CHAIR RAMRAS recommended that ASD contact Wrld Trade Center
Al aska for marketing assistance in the Pacific R m and West
Coast markets.

6:57:29 PM
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REPRESENTATI VE TUCK reiterated his vision of new manufacturing
in Alaska and further investnent in the University of Al aska and
t echnol ogy educati on.

6: 58: 54 PM

CHAI R RAMRAS t hanked the presenter.

ADJ QURNVENT

There being no further business before the commttee, the House

Special Conmittee on Econom c Devel opnent, International Trade
and Tourism neeting was adjourned at 6:59 p.m
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