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Juneau, AK
PCSI TI ON  STATEMENT: Presented Departnent of Comerce and
Econom c Devel opnent Overvi ew.

ACTI ON NARRATI VE
1: 33: 36 PM

CHAI R JCE PASKVAN called the Senate Labor and Conmerce Standing
Commttee neeting to order at 1:33 p.m Present at the call to
order were Senators Davis, Meyer, Thomas and Paskvan. Senator
Bunde arrived shortly after.

Overview. Departnment of Labor and Workforce Devel opnent ( DOLVD)

GQJY BELL, Director, Division of Admnistrative Services,
Depar t ment of Labor and Workforce Devel opnent ( DOLVD) ,
apol ogi zed that the Conm ssioner wasn't able to attend due to
illness and said he would deliver the overview for him He
i ntroduced David Stone, Deputy Conm ssioner, Departnent of Labor
and Wor kforce Devel opnent (DOLWD), who would comrent on mning
i ssues as wel |.

1:36: 25 PM

MR. BELL went to the second page of his presentation and began
the overview. He said the departnent has a dual mssion of
wor kf orce devel opnment and a regulation. They develop and
di ssem nate |abor market information — workforce projections
largely, but also population estimtes and other data. They
of fer enploynent assistance through 23 job centers around the
state, worker training and education, and worker training
referrals to training providers around the state. They operate
the Al aska Vocational Technical Center in Seward and a small
conponent of it in Anchorage. They provide unenpl oynent
i nsurance benefits and assist people wth disabilities in
obtaining enpl oynent through the Dvision of Vocat i onal
Rehabi litati on.

On the regulatory side they perform a wage and hour function
assuring that people are paid the wages they are entitled to.
They enforce workplace safety through Division of Occupational
Safety and Health and nmechanical inspection efforts. They
adj udi cate workers’ conpensation disputes through the Division
of Wbrkers’ Conpensation and the Wrkers’ Conpensation Appeals
Comm ssion. They al so coll ect unenpl oynent insurance taxes.

1: 38: 30 PM
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SENATOR BUNDE comrented that a few years ago the conm ssioner
shared with the legislature what he thought the denographics of
Al aska’s future workforce mght look like and that the vast
majority would be under the age of 5 and over 65 and the smal
cohort would be 40 - 50 year olds. He asked if that was stil
current.

MR. BELL responded that he would provide that data and noted
that there is a dip in the 30-sonething age group. He said that
people are staying in the work force |onger now and that people
in highly skilled positions are retiring; so the state has to
| ook at training younger and emergi ng workers for those jobs.

1:39:24 PM

At the same time he said there are approximately 22,000
unenpl oyed workers in the state each nonth and a significant
non-resident work force at any tine. The |egislature would be
getting report called “Non-resident Wrkers in Al aska” that

woul d provide them with nuch nore detail. He said these workers
earned about $1.7 billion in 2006 or 13 percent of all Al askan
wages; they accounted for 29 percent of oil industry workers,

which the state considers to be high-wage jobs generally. This
is down slightly fromthe prior year. The wages for non-resident
workers in the oil industry are significantly higher at $364
mllion versus $327 mllion in 2006.

As an agency, M. Bell said, he is trying to find out what
Al aska can do better to train Al askans so that nore of them are
available for the jobs that are being taken by non-resident
wor kers, particularly the high-paying jobs.

1:42: 07 PM

About 11,000 new Alaskans turn 18 years old every year; data
i ndicates that 4,000 Al askans ages 16-19 are not in school and
not working. Only 62 percent of Al askans graduate; only 62
percent of Al askan high school graduates remain for training or
enpl oyment; the rest leave the state. A significant nunber of
people are falling through the cracks and DOLMWD has been working
with the Departnent of Education, the University and others to
try to address sone of these issues and inprove those outcones.

MR. BELL said the departnment’s budget is $175.2 million of which
only $31 million is from general funds. They are l|argely funded
by federal funds and other state funds.

Slides 7 and 8 broke down the funding by division and program
and he offered to answer questions on those.
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1:44:22 PM

Slide 9 was a quick overview of the state’'s training system
Integral to the training system is the Wrkforce |[|nvestnent
Board, a private sector group that sets the overall policy for
wor kf orce devel opnment in the state. Hs agency does its best to
foll ow those policies that are driven by the private sector.

He said generally there is a significant state and private
partnership when it cones to workforce devel opnent -
post secondary, secondary, enploynent services that are the
services provided through training providers in the private
sector. They all work together to basically get people into
j obs, preferably jobs that can sustain a famly.

1:45:21 PM

Slide 10 summarized sone of the state entity partnerships. They
are very closely involved with the University of Alaska in
coordinating their efforts with the Departnment of Education and
Early Devel opnent in their engagenent with K-12, where the state
has been becomng even nore involved in the recent several
years, with the Departnent of Commerce and Econom c Devel opnent
in terms of neeting workforce needs associated with econonic
devel opnent proj ect s, and they have developed a close
relationship with the Departnent of Transportation and Public
Facilities in |ooking at opportunities for apprenticeships in
public construction projects. The relationships with other state
agencies are very healthy right now he reported.

1:46: 16 PM

Slide 11 showed a quick snapshot of sone of the partnerships
like the Workforce Investnent Board where they have devel oped a
training plan for the gasline with help from a private sector
Gasline Training Plan Steering Commttee.

MR. BELL explained that they had received financial support from
private industry |like the construction academ es that operate
construction-rel ated training in hi gh school facilities
generally for both high school kids in school and for adults
after hours. They have great partnerships with the Homebuil ders
Associ ation and the Association of CGeneral Contractors.

The same type of activity exists in the State Training and
Enpl oyment Program (STEP) which received $5 nmillion in from the
private sector in FY 2008. The Occupational Safety and Health
Program has inproved workplace safety with enployer incentives
and initiatives. Finally, Wrkers' Conpensation has a nunber of
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advi sory groups and a board that is made up of individuals from
the private sector. They are seeing a nuch inproved safety
effort from enpl oyers.

1: 48: 33 PM

Slide 12 entitled “FY 08 Key Program Acconplishnents” showed
over 31,000 Al askans were connected with jobs, 6,600 individuals
received enploynent and/or training services for jobs, 94
percent of trained participants entered enploynent, 529 D vision
of  Vocati onal Rehabilitation <clients were enployed, AVTEC
trained nearly 900 Al askans and issued over 1540 genera

education devel opnment diplomas (GED), and they published the
Gasline Training Plan.

On the regulatory side, there has been a 21 percent reduction in
| ost wor kday  acci dent al injuries, a pretty significant
acconplishnment in terns of inproved workplace safety. They have
reduced the tinme it takes to resolve wage clainms, and uninsured
enpl oyers are being detected to enforce the Wrkers’
Conpensation | aw.

1: 50: 07 PM

On apprenticeships, he said the comm ssioner has had to goal of
seeing nore people in non-traditional registered apprenticeships
in the state. Deputy Conm ssioner Stone has been tasked wth
working with the mning industry, for instance, to develop
regi stered apprenticeshi ps around the m ning industry.

1:50: 43 PM

DAVID STONE, Deputy Comm ssioner, Departnment of Labor and
Wor kf or ce Devel opnent (DOLWD) added that the mning industry has
highly skilled jobs and not many Al askans are qualified to get
them So, he is |ooking at taking young Al askans from just entry
levels at the University to the equivalent of a journeyman
status. An exanple is with core drilling, which is exploration
dianmond drilling; this area has a high nunber of non-residents
working in it and these are high-paying jobs. These would be
good for rural Alaska because a lot of exploration is going on
in those areas. Qher areas are heavy duty nechanics for
underground mnes and how to take workers from entry |evel al
the way to a top mning hand. The m ning industry has been very
receptive and he is very enthusiastic about it.

1:51:53 PM

MR. BELL said nore generally, the departnent has entered into a
unique agreenent wth the US Bureau of Apprenticeship to
actually receive their apprentice enrollnent data. They have
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conpared that data with other databases including the Permanent
Fund and Unenpl oynent | nsurance databases and found 10 years of
registration information and 90 percent of the people who were
registered during that period of tine are still Al askan
residents.

1:52:41 PM

SENATOR BUNDE said he heard the construction industry had
trouble recruiting young people into a trade where they have to
sweat and cone to work on a regular basis. He asked if he was
able to fill all the spots in the apprenticeship program and if
it served all the people who wanted to be apprenticed.

MR. BELL answered that he can only influence the nunber of
people who are taken into apprenticeships. He is trying to
develop nore relationships with firnms to add apprentices. In the
construction industry, they are wusing construction academ es
whi ch engage high school kids in construction activities. They
are operating in Anchorage, Fairbanks, Kenai, MatSu, Juneau and
Ket chi kan and are trying to expand those out to rural Alaska in
a partnership with the Denali Conmm ssion. The focus would be to
get basic skills training for high school age people and then to
get them interested and then engaged in the industry. They are
seeing quite high levels of success with that. WMre school
districts are taking that on and focusing on construction as a
career.

1:54:22 PM

MR. STONE said one of the areas they have failed in the schools
is in educating young people that nost of the future jobs in
Al aska are career and technical education jobs that don't
require a four-year degree, but do require further education;
and that these are good jobs that are honorable and high-paying.
They are partnering wwth the DOE and the University of Al aska to
devel op a seamess transition for young people to explore these
careers. He thought this focus would result in a |lot nore people
going into these careers.

SENATOR BUNDE asked if they have plenty of applicants for the
apprenticeshi p prograns.

MR. STONE answered that between GEDs and high school dipl onas,
t hey have roughly 10,000 recruits every year.

1: 56: 13 PM

MR. BELL explained that their budget is flat year to year and
slide 15 summarized their work training efforts, where the
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funding came from and how many people were served in each
cat egory.

1:57:22 PM

Capital budget requests are identified on slide 16, he said, and
nmostly they relate to the Al aska Vocational Technical Center in
Seward, which has significantly substandard facilities that need
to be replaced. Sone efforts are being nmade there, in particular
to one dormtory that was built in the 1970s by students, and
t he heavy equi pnent, diesel and pipe welding training facility,
whi ch now doesn't neet code requirenents.

1: 58: 03 PM
He said that STEP is funded $8.5 nillion/year, but that expires
on June 30, 2010 unl ess ext ended.

1:59:47 PM

MR. BELL said the nedical cost cap for Wrkers' Conpensation
expires March 31, 2009 and unless a new cap is adopted there
will be no cost controls on those costs after that date.

2:00: 30 PM

SENATOR MEYER asked if the governor was going to introduce a
bill to do that.

MR. BELL replied he didn't know.

SENATOR MEYER said tine is of the essence.

2:01:31 PM
SENATOR THOVAS remarked that the inported workers nunber 1is
staggering. In the tourism industry for instance, there is a

ranp up time and a short period of tinme for working and it
seened that was nore opportunity for the governor’s office and
DOLWD to encourage those industries that start right around the
end of the school year to focus on students.

He also comented that he didn't see nuch coordination between
the state agencies he nentioned and the Division of Corrections,
where he hears that the young ones in jail are getting an
education only in how to beconme a better crimnal. Fairbanks
prisoners, for instance, don't do any kind of work other than in
the |l aundry.

MR. BELL responded that Comm ssioner Bishop has had discussions

with the Departnment of Corrections about the possibility of at
| east pre apprenticeship training for persons who are
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incarcerated, but with the likelihood that they will be back in
the work force in the near future. That discussion is in its
i nfancy, but they are working towards developing it.

SENATOR MEYER asked if he was concerned wth the -current
unenpl oynent rate increasing, especially in the mning and oil
and gas industries.

2:05:53 PM

MR. BELL replied that they are concerned that the unenpl oynent
rate is at 7.5 percent now, but the research section doesn't
project a substantial raise in that figure this year. Al aska
hasn't suffered to the extent that other states have and they
hope the stinmulus package w Il hel p.

2:08: 04 PM
SENATOR PASKVAN went to slide 12 and asked why occupational
safety has i nproved.

MR. BELL replied that part of it is because enployers are
concerned with the cost of workers’ conpensation and they are
taking steps to inprove workers’ safety because it affects their
bottom line. The Division of Qccupational Safety and Health has
devel oped partnerships through sonme wth award prograns
recogni zing safe work places. They offer conpliance inspections
wi thout the fear of penalties. A nunber of activities are naking
a difference.

2:09: 36 PM

SENATOR THOVAS said he found when people canme to the unions
| ooking for an apprenticeship, generally out of high school,
they didn't realize what it took, and in reality a wde variety
of skills are needed. He thought that intervention early in the
hi gh school years to keep them interested and to let them know
that it’s not going to be just sinply you have to go to school
till you re 16 and then you' re going to becone a carpenter.

2:11: 04 PM
CHAI R PASKVAN announced an at ease at 2:11

2:14: 34 PM
CHAI R PASKVAN cal | ed the neeting back to order at 2:14.

Overvi ew. Depar t ment of Conmmer ce, Community & Econom c
Devel opnent
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CHAI R PASKVAN announced that Conmm ssioner Notti, would give them
the Departnment of Commerce, Comunity & Econonic Devel opnent
(DCCED) overvi ew.

EML NOITI, Conm ssioner, Departnment of Comerce, Community &
Econom c Devel opnent (DCCED), said their mssion statenment is a
heal t hy econony and strong comunities. The departnent has six
di visions and one office that isn't quite a division.

2:15:56 PM

Besides the divisions, the departnent has a relationship wth
si x i ndependent agencies or state corporations. One division is
Cor porations, Business and Professional Licensing that works
with 39 professional occupational Ilicenses, and it issues
100,000 licenses a year. The Governor noninates the board
menbers and the legislature confirnms them They deal wth
tobacco licensing, they register corporation tradenmarks, they
i nvestigate consunmer conplaints. They have al so inproved the web
licensing procedure nmaking it easier to get and renew l|licenses
on line. They deal with the guide units and are providing new
maps for big game gui des.

The next is the Division of Banking and Securities that deals
with 71 financial institutions that have to be exam ned every 18
nmonths. They handle the conplaints from native corporations,
mai nly on el ections, and investigate fraud.

The Division of Insurance |icenses insurance conpanies; they
audit their financial reports and determ ne financial solvency.
They have investigated 54 cases in the |ast year, and since 2006
they have had eight crimnal convictions. They also handle
consuner conplaints regarding insurance.

The Adm ni strative Servi ces Di vi si on houses i nformation
t echnol ogy and procurenent and keeps things kosher.

2:18: 56 PM

The O fice of Econom c Devel opnent is small, but it provides a
| ot of publ i cati ons. It publishes the Al aska Economc
Performance Report and does a net rate of return on the
busi nesses. It publishes the Alaska Mnerals Industry Report,
the Al aska M nerals Conm ssion, Al askan Loggers History and this
past year they started up the film office. They have one
forestry specialist who does pronotion, nost recently hard wood
products including translating the report on hard woods into the
Japanese | anguage. He pronotes saw nmills and recently sone wood
pel l ets.

SENATE L&C COW TTEE -9- January 29, 2009



This office also deals wth Alaska Regional Devel opnent
Organi zation (ARDOR). The | egislature provides $57,000 to the 12
ARDCORs that need to have a local mtch to pronote snal
busi nesses. They control the “made in Al aska” |ogo and they work
wth small busi ness assistance, the University and Snal
Busi ness Association (SBA) on that issue.

MR. NOTTlI said the Dvision of Investnents is a state-run bank
that operates in areas that are not adequately serviced because
of high risk and limted collateral. They pronote economc
devel opnent and return a dividend to the state. It has six |oan
prograns; the |atest one being a Capstone program for aviation

the |l atest use of technology for safety in rural Al aska that has
proved to reduce accidents by over 30 percent. Because the state
hel ped finance the equi pment on airplanes, the FAA conmmtted to
spending over $400 mllion in the next 10 vyears. They do
commercial fishing revolving |loan funds, too, that fishernen can
use for buying boats, permts and upgrading their equipnent. The
commercial fishing carbon footprint is being conpared to fish
farms’; so there is great pressure to inprove em ssions and
efficiency in the fishing fleet.

They also have the revolving fishing enhancenent fund, which
mai nly finances hatcheries. They deal with permts and quota
share. A rural devel opnent fund nakes loans in communities |ess
t han 5, 000 people to pronote econon c devel opnent.

The last division, the Ofice of Econonm c Devel opnent (tourism
mning, fisheries, tinber, small business), is a hang-over from
the old Departnment of Community and Regional Affairs that deals
with local comunities and does the Rural Utility Business
Advi sor Program (RUBA) training. The office wvisited 172
communities last year to do training on upkeep of diesel
generators, and it is the land trustee of land clainms for
villages on the transfer of land fromthe federal governnment. He
explained that iif there is no local governnent, the state
beconmes the trustee of the land the village corporations have to
turn over.

2:24: 33 PM

This office does grants admnistration; about 900 grants
amounting to $1 billion are in place right now and in various
stages of conpletion. They deal in forestry receipts to
communities and the fishery tax. Last year they incorporated the
Wangell Borough and did an annexation for the Ketchikan

Borough. The state tax assessor is within this division and does
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the annual full value tax assessnment report. They do research on
community profiles and energy costs.

The independent agencies were “joined at the hip” wth the
Al aska Railroad Corporation because by statute the DCEED
comm ssioner on the railroad board. He has seats on other boards
as well. They have the Railroad Conm ssion, the Al aska
Regul atory Commi ssion, the Al aska Seafood Mrketing Institute,
the Al aska Aerospace Developnent Corporation, the Al askan
| ndustrial Devel opnent and Export Authority and the Al aska
Energy Authority. The legislature will get a report from the
Seaf ood Marketing Institute that markets Al aska salnmon all over
the world. He has heard that the price of salnmon to the
fishermen went fromaround $.50/1b. to over $2.

MR. NOTTI offered to answer questions.

2:27:08 PM

SENATOR THOVAS asked in which areas he saw |acks and what
initiatives had he taken with an eye to the downturn in the
econony.

MR NOITI replied that he does a Ilot of licensing and
regul ation, but not necessarily devel opnent even though they
have an O fice of Econom c Devel opnent with one forestry and one
m ning expert. The departnent didn’t even have an econom st when
he came in. The reason he wanted one is whenever data is needed
they have to go to every different departnent. That pointed out
to them that if sonmeone wanted to do business in Al aska, it
becane a big research job for them to get the information they
need to consider it. So they are conpiling a database as a one-
poi nt of contact to get information.

2:31:16 PM

SENATOR THOVAS said the CDQ becane an extrenely successful
operation when it was put together from the previous process. He
asked if there were other areas that could be inproved |like that
- for geological data in mning, for instance.

2:31:45 PM

COWM SSI ONER NOTTI replied that was a good point. They don’'t
know how much mnerals are taken out of the state because mners
are not required to report it. A lot of the data is guess work
and it would be good to tighten that up.
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The CDQ program doesn’t require reports to the departnent any
nore. He is not sure what their role is until the regul ations
are pronul gated on that |aw

2:32:27 PM
SENATOR MEYER asked if anyone had applied for tax credits under
the new filmoffice | aw

COM SSI ONER NOTTI replied that regulations took until July to
get set up. The office has a director and an assistant, and they
have begun to take applications.

SENATOR MEYER said he thought that office had a |ot of potenti al
to bring noney into the state. He asked what the Al aska State
Communi ty Service Conm ssion program does.

MR. NOITlI replied that program was established under Governor
Hickel. It was required for Alaska to apply and get the federa
noney for volunteer and service work. Three or four volunteer
agenci es cone under this unbrella.

SENATOR MEYER asked if the state is matching the federal noney.

COWMM SSI ONER NOTTI replied that he thought it was a pass-through
situation.

2:34:59 PM

There being no further business to come before the commttee
Chair Paskvan adjourned the neeting at 2:34 p.m
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