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CO-CHAIR JAY RAMRAS called the joint neeting of the Senate
Special Commttee on Wrld Trade, Technology and I|nnovation and

t he House Speci al Commi ttee on Econom ¢ Devel opnent ,
I nternational Trade and Tourismto order at 5:19 p.m Present at
the call to order were Senators Stevens, McCGuire and

Represent ati ves Chenault, Doogan, Dahlstrom and Ranras. Senator
French arrived during the course of the neeting.

Wrld Trade Center Al aska

5:19:46 PM

CO CHAI R RAMRAS announced the business before the committee is
to hear a PowerPoint presentation by M. WIf with Wrld Trade
Cent er Al aska.

GREG WOLF, Executive Director, Wrld Trade Center Al aska,
t hanked the conmittee for inviting him to talk about Al aska's
international trade econony. He said he will talk about the size
and scope of these activities and provide an overview of what
Al aska exports to which nmarkets and why it matters.

He expl ained that Wrld Trade Center Alaska (WICAK) is a private
nonprofit corporation wth about 100 nenbers that share an
interest in international business. WOCAK partners wth the
State of Alaska and the U S. Departnent of Commerce to provide
information and assistance to Alaskans seeking to do
international business. In Alaska that is primarily export
busi ness and that will be the focus today.

MR. WOLF said international trade is big business for Al aska.
The figures aren't final but estimtes are that 2008 exports
will total sone $3.7 billion. This represents about 10 percent
of Alaska's gross state product. Exports bring about $4 billion
in new noney into the Al aska econonmy and support thousands of
jobs directly and indirectly. This results in a stronger and
nore diversified state econony. He noted that the nunbers he is
tal king about today do not include the export of services like
construction, engineering, oil and gas field services, and
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environnental services. The U S. Departnent of Commerce doesn't
yet have a way to capture, record, and report that data. Export
jobs typically pay 13 to 16 percent nore than jobs tied solely
to the domestic econony.

5:23:13 PM
Senator French joined the neeting.

CO CHAIR RAMRAS asked M. Wlf to be nore specific about where
t hese jobs are com ng from

MR. WOLF replied these are jobs in mning, the seafood industry,
and transportation that are tied directly or indirectly to
trade. He added that it's the existence of export markets that
dictate the size of sone industries or enable themto operate in
the state at all. For exanple, virtually all mne output is
exported to markets overseas. He cited zinc and lead from the
Red Dog Mne and coal that is shipped to Korea and Latin
Arerica. Prior to Agriums closure, 99.9 percent of the
fertilizer output went to overseas markets. Also, about 50
percent of Alaska's annual seafood catch is sent to overseas
custoners. What all this suggests is that but for internationa
markets, these industries either wouldn't be here at all or
they'd be nuch smaller than they are now.

Anot her benefit of trade is that it allows conpanies to grow
t hrough expanded markets and custoner base. Alaska itself is a
very small market w th about 700,000 people so for a conpany to
grow beyond its nmarket share the options are to take custoners
from conpetitors here, expand into the Lower 48 states, or
expand into nmarkets overseas. The seafood industry, for exanple,
has sone products that don't have a large market in the U S. but
are highly prized in Asia. Depending on the conpany and whether
it is marketing a product or a service or a commodity, the best
bet to grow beyond their current size may be to |l ook to markets
over seas.

MR. WOLF said according to 2007 data and with $4 billion in
exports, Alaska's trade ranking is 42nd anong the 50 states. On
a per-capita basis it ranks 4th and when exports are viewed as a
percentage of gross state product it ranks 8th in the nation.
VWhat this shows is that conpared to states wth other industries
i ke manufacturing or agriculture, Alaska is a trading state
that is developing its natural resources and finding custoners
overseas. Also worth nention is that Al aska ranks 8th in the
nation in attracting overseas investnment. Cunulatively, $31
billion from overseas conpanies has been invested in Al aska.
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Much of that investnent has been on the North Slope. British
Petrol eum (BP), for exanple, has invested over $20 billion in
Al aska. But other conpanies have invested heavily in Al aska al so
i ncl udi ng: Japanese conpanies in seafood, British conpanies in
mning and tourism and Canadian conpanies that are investing
heavily | ooking for mnerals and netals. In fact, over the past
20 years about 75 percent of the exploration dollars spent in
Al aska cones from Canadi an conpanies. This shouldn't be a worry
because the overseas conpanies that tend to cone to Alaska are
large multi-nationals. This is good because the projects in
Al aska are usually large-scale and need lots of capital. Not
only do they bring noney, they also tend to bring new skill sets
and new technol ogi es. Wien these nulti-national conpanies invest
here it says sonething positive about the Alaska business
environment and is a vote of confidence in the Al aska workforce.

5:30: 54 PM

MR. WOLF displayed a bar graph show ng Al aska worl dwi de exports
from 1994 to 2007 wth estimates for 2008. He noted that in the
| ast several years the value of exports has increased but that
doesn't necessarily represent an increase in volune. The
increase can largely be attributed to the higher prices that
Al askans have received for their exports. He used the increased
price of gold as an exanple and said the growmh in the |ast
several years has to do wth the increase in global prices of
the comodities that are exported.

CO CHAI R RAMRAS observed that fornmer Governor Mirkowski did an
exceptional job of |ooking outside the state to build trade. He
asked M. WIf to talk about the influence that a chief
executive can have when he or she | ooks outside the state.

MR. WOLF said not only Governor Mirkowski but also Governor
Hi ckel and Governor Know es. Governor Hickel was a strong
proponent of international trade and to this day is very active.
Governor Knowl es also was involved in efforts to expand Al aska
trade and open new markets. It's inportant that the governor and
| egislative |leaders take an active role in recognizing the
i nportance of trade. \Woever is governor, the |eadership that he
or she provides in bringing attention to the role that trade
plays in the econony is helpful. He noted that WICAK has had a
good working relationship with Governor Palin and the Governor's
Ofice of International Trade. Wenever our |eaders are engaged
we are well served, he said.

CO CHAIR MCQUI RE asked what the Legislature can do to support
his activities.
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5:36: 21 PM

MR. WOLF replied he didn't come to nmake a funding request but
they do have a partnership with the state. WCAK receives a
nodest grant from the state each year and also works with the
U.S. Departnment of Comrerce to pool resources. Alaska has |ong
been a | eader, he said, and cited opening the first state trade
office in Tokyo in 1965 and in Korea in 1985. In 1989, along
with a handful of states, it entered that Taiwan market and in
2002 was anong the first to establish a trade representative in
China. He recalled that when he was the international trade
director for Alaska it wasn't uncommon to advi se other states on
trade. He expressed the view that Al aska has had to be a | eader
and it's paid off. Al aska has old-friend status in those markets
and it means a lot, particularly when tinmes are tough. For
exanpl e, when the Japanese econony turned down Alaska didn't
pull out as sone states did. W can be proud of our |eadership
rol e, he said.

CO CHAIR RAMRAS nentioned the potential for the two commttees
to travel for the purpose of enhancing an existing trade
rel ationship or targeting a new one and asked for suggestions on
getting the biggest bang for the buck.

MR. WOLF said WICAK has five focused trade devel opnent prograns

and one is called "New markets new custoners.” Now they are
starting to look at India, which has sone characteristics that
are simlar to China including: a population of over 1 billion;

a growing mddle <class; a growing econony; a need for
infrastructure; and a need for natural resources. OQher markets
that could offer opportunity are Vietnam for oil and gas and
Si ngapore for seafood.

5:42: 04 PM

SENATOR STEVENS commented that as an ex officio nmenber of the
Al aska Seafood Marketing Institute (ASM) board of directors his
ears perk up when seafood is nentioned. He noted that seafood
mar kets are opening in Europe because Alaska is one of the few
sust ai nabl e seafood producers. He asked how WCAK works wth
ASM .

MR. WOLF described ASM as a sister organization in ternms of
econoni ¢ devel opment. ASM focuses only on seafood while WCAK
has other interests as well, but whenever possible they work in
partnership. He added that he has seen ASM in action in
overseas markets conpeting with nations. Their job is tough but
t hey are doing good work and getting good results.
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SENATOR STEVENS added that he's really proud to see that in
these European tradeshows Alaska 1is conpeting successfully
agai nst Norway, |celand, and Spain.

CO- CHAIR RAMRAS nentioned Singapore, India, and Vietnam and
asked the nmechanism for noving Al askan products into a country
where there is no established trade route.

5:47:52 PM

MR. WOLF explained that WCAK takes a top down approach and
| ooks at whet her Al askan conpani es export capabilities can match
a country's inport needs and whether the country can afford the
product. Transportation, either within the state or overseas,
usually is an issue. In fact, transportation and energy are
typically the greatest barriers to the success of a new
devel opnent going forward. He <cited seafood exports as an
exanple and said his interest was piqued when he noticed a 747
cargo freighter operated by Singapore Air that was going from
Anchorage to Singapore w thout much seafood on board. He knew
this was an opportunity and the niche they identified initially
was the high-end hotel nmarket. Because Alaska is part of the
Pacific Rim the shipping routes for getting Al aska resources to
market in Asia are fairly direct.

Again referencing the bar graph, M. WIf pointed out that in
1998 Al aska exports dropped [$0.7 billion] from 1997 because of
the Asian economc crisis started. It started in Thailand,
| ndonesia and Malaysia in the fall of 1997 and then noved north
to Korea. At that tinme Alaska was only doing business wth
Korea, but it was a large anount of business. He said he brings
that up to remnd everyone that even though those places may
seem far away, what happens in those nmarkets directly affects
Al askan jobs, industry and revenue comng into the state.

MR. WOLF displayed a pie chart of Alaska's top ten export
mar kets for January to Septenber 2008 and noted that close to 70
percent is focused in Asia with Japan continuing to be the
nunber one partner at 28 percent. Seven or eight years ago that
woul d have been 50 percent and reflects the economc decline
Japan has suffered in the last nearly two decades. The reason
Al aska has grown its exports overall is due largely to business
with China. Six years ago Al aska exported to China about $100
mllion in comobdities and last year the figure was $700
mllion.
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CO- CHAIR RAMRAS said if there is a ready market if Al aska were
to increase overseas exports by 50 percent.

MR. WOLF replied a lot of the growh in exports has been driven
by demand from China and India. Their demand is pushing prices
up so Alaska benefits whether it is selling to them or not.
Al aska does conpete with other nations so it will be constrained
by what the market wll bear, but if global growth continues
Al aska is well positioned.

5:56: 14 PM

SENATOR FRENCH said he junped ahead several slides and he
expects a greater contraction in world mrkets than the
presentation indicates. But you're the expert here and I
appreci ate the anal ysis, he added.

MR. WOLF said he would respond to that |ater.

Continuing, M. WIf summarized that sone of the countries that
Al aska exports to are single-comodity markets including
Switzerland for precious netals and Belgium for zinc. Asian
mar kets are nore mul ti-di nensional .

He di splayed a bar graph of Al aska's steady growh in exports to
China for January through Septenber, 2006 to 2008 and remarked
that if it continues to grow, it is conceivable that China could
surpass Japan to becone Alaska's nunber one trading partner.
That country is an increasingly inportant custoner and he would
suggest that the next phase is for China to want to becone a
partner in natural resource devel opnent projects in Al aska. He
suspects this because wherever you find resources in abundance,
you find the Chinese and Chinese investnent. | see no reason
that Al aska would be any different; during the AG A process one
Chi nese conpany did put in an application, M. WIf said.

6: 00: 42 PM

MR. WOLF displayed a slide showing economc growth projections
for 2009 and noted that according to the International Mnetary
Fund, U S. growh wll decline about 2 percent. Asian markets
also will decline but not as nmuch so it's in these nmarkets that
Al askans may find their next opportunities. He noted that the
nost pessimstic analysis of China was from the Royal Bank of
Scotland. They projected just 5 percent growh, but different
Chi nese governnment agencies are holding projections to at |east
8 percent.
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CO- CHAIR RAMRAS said he'd like to invite M. WIf to cone back
and focus on suggested trade mssions, narket sectors and
strategies for China, India, Vietnam and Singapore.

MR WOLF said he will be happy to do so in consultation wth
col |l eagues at the State of Alaska and the U. S. Departnent of
Conmer ce.

6: 05: 18 PM

MR. WOLF di splayed a slide showi ng that seafood renmains Al aska's
single Jlargest export comodity at nore than 50 percent.
Mnerals, zinc and lead primarily, represent the second |argest
category at 20 percent; energy, which includes LNG coal and
refined fuel represents 13 percent. He noted that Al aska has not
exported overseas any crude oil for a nunmber of years.

CO CHAIR RAVMRAS asked which of the categories have val ue added
and whi ch woul d be dom nant in val ue added.

MR. WOLF replied nost of the products are raw or unprocessed so
there's work to be done in capturing nore value before the
product is exported. A successful exanple of value added was
Agrium that took gas and turned it into urea and amoni a-rel ated
fertilizer products. LNG is another way of adding value, but by
and | arge soneone else along the line is capturing the value of
t hose jobs and additional revenues, he said.

6: 08:41 PM

SENATOR FRENCH asked for an exanple of a specific governmenta
policy that would help to diversify the econonmy and encourage
val ue- added industries in Al aska. He added that a caveat to his
guestion is that the Al aska seafood plant is in his district and
doesn't operate as such any longer. It's now a successful church
that isn't generating nmuch noney for the state of Al aska.

MR WOLF said he would like to address that at a future
presentation, but any value-added product will have to have a
market in either the Lower-48 or overseas. Alaska itself doesn't
have the population to be a very large custoner. He noted that
Agrium s market was overseas.

6:11:17 PM
COCHAIR MCGUI RE asked if there's been any effort to track
intellectual property.

MR WOLF replied it's difficult to track but they are attenpting
to track the export of services and some service conpanies are
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driven by their intellectual property. He acknow edged that it
is a gromh area

COCHAIR MCGQURE said it would be interesting to see if WCAK
could look for a nodel for that. A lot nore intellectual
property will cone out of the renewable energy field.

MR. WOLF said WICAK estimates that the value of Alaska's service
sector exports represents about $500 mllion to $750 nillion
annually. He noted that a fairly well-knowm oil and gas field
service conmpany in Al aska was doing $250 million in annual sales
overseas so those nunbers are likely conservative. Alaskan
conpani es that are exporting services overseas include:
| ogistics for oil and gas field services in Russia, installing
air traffic cont rol management syst ens, construction
transportation, architecture, and environnmental services. They
are providing these services in Canada, Russia, Taiwan, China
Korea, and the M ddl e East.

6:14: 38 PM

Al askan conpani es have developed world-class capabilities and
are finding custonmers overseas. Firns have gai ned experience and
expertise in carrying out projects in renote locations, wth
extended supply <chain challenges, often in harsh weather
conditions, under the strictest environnmental regines, and often
in places where local Ilabor is wuntrained or not readily
avai l able. These skill sets and experience can be applied in
other parts of the world and increasingly it is.

The trade outlook for 2009 wll depend heavily on comodity
prices. The value of the seafood catch will greatly determne
success. Today the value of zinc is $0.51 per pound; a year ago
it was $1.10 per pound and in January 2007 it was $2.00 per
pound. WICAK is also |ooking at the effect of the U S. sl|lowdown
on Asia's exporting countries because many of them are Al aska's
best custoners. Sonething else to watch is the dollar. A weaker
dol l ar nakes U.S. exports appear cheaper to overseas buyers. The
i deal custoner for Alaska is a country with a strong currency
and economy. He noted that the Agrium closure represented a $3
mllion loss in exports. Overall exports are expected to be
about $3.5 billion to $3.6 billion, which is down conpared to
the |l ast couple of years but relatively high historically.

6:18: 14 PM

CO CHAI R RAVRAS said news articles statew de have said that with
the I oss of Agriumthe cost of fertilizer for the green belts in
Mat-Su and Delta will go up 400 percent. He asked if any value
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added exports bring down the cost of living to Al askans the sane
way that Agrium s export of fertilizer did.

MR WOLF said to the extent that we are doing value added
processing or manufacturing of comodities it nmay be beneficia
to Al askans, but the price of a |ot of what Al aska has to offer
is set globally. One of the challenges to any value-added
manufacturing that's been attenpted here is producing on a scale
| arge enough to get the per unit cost |ow enough to conpete. He
cited bottled water as an exanpl e.

6:21: 47 PM
CO CHAIR MCGUI RE asked what we're doing in Alaska to get cruise
shi ps to market our products.

MR, WOLF said the Alaska Brewi ng Conpany has had success in
getting its product on Alaska Airlines flights and |ocal bottled
water has fromtine to time been on different carriers. It mght
be possible to get sonme Alaskan food and beverages on cruise
ships but when those custoners sanple Alaska products when
they're here, they may becone |ong-term custoners by requesting
t hose products when they are hone.

CO CHAI R RAMRAS asked himto tal k about the strategic inportance
of the Ted Stevens International Airport and how it, as the
fourth busiest cargo airport in the world, can be exploited.

MR WOLF said that airport and in sonme cases the Fairbanks
I nternational Airport make possible the novenent of |ow weight
hi gh value products. They open the door in ternms of shipping
val ue added manufacturing products worldw de. The airport is an
asset that could nmake a | ot of things possible for the conmunity
including noving cargo and growi ng donestic and international
passenger operations. Asian conpanies could save tinme by com ng
to Alaska to have conferences, conventions and trade shows.
VWhile they're here they could visit all parts of the state.

6. 26: 20 PM

CO CHAI R RAMRAS t hanked M. WIf and said if we invite you again
we nmight task you with the dual objective of surveying narket
sectors in China, India, Vietnam and Singapore and | ooking at
ways to |leverage the Ted Stevens International A rport as a key
infrastructure asset of the state.

MR. WOLF thanked the nenbers for their |eadership in the areas

of econom c developnent, trade, and tourism The rewards
associated with this diversification can be significant.
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6: 28: 24 PM

CO- CHAIR RAMRAS adjourned the joint neeting of the Senate
Special Committee on Wrld Trade, Technol ogy and Innovation and
t he House Speci al Conmittee on Econom ¢ Devel opnent,
I nternational Trade and Tourismat 6:28 p.m
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