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ACTI ON NARRATI VE

11:19: 59 AM

CHAIR SHELLEY HUGHES called the House Special Commttee on
Econom ¢ Devel opnent, Trade, and Tourism neeting to order at
11:19 a.m Representatives Hi ggins and Hughes were present at
the call to order. Representati ves Herron and Drumond arrived
as the neeting was in progress.

PRESENTATI ON:  ALASKA SEAFOOD MARKETI NG | NSTI TUTE

11:20: 37 AM

CHAI R HUGHES announced that the only order of business would be
two presentations by Tyson Fick and Alexa Tonkovich of the
Al aska Seafood Marketing Institute.

11: 20: 59 AM

TYSON FICK, Conmunications Director, Al aska Seafood Marketing
Institute (ASM ), Departnment of Commerce, Community & Economc
Devel opnent ( DCCED) , directed attention to a PowerPoint
presentation entitled, "An overview of the Al aska Seafood
Mar keting Institute.”

REPRESENTATIVE HGA NS referred to the presentation, noting that
of the 62,650 seafood workers in Al aska, over one-half are out-
of -state residents [slide 3].

11: 22: 37 AM

MR. FICK said yes, adding that there is a higher percentage of
Al aska residents fishing in the harvesting sector than of Al aska
residents working in the processing sector.

CHAlI R HUGHES asked of the over 35,000 workers who are not Al aska
residents, how many are not U. S. citizens.

MR, FI CK was unsur e.

11: 23: 12 AM

ALEXA TONKOVICH, International Program Director, ASM, DCCED,
estimated one-third.
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REPRESENTATI VE H GA@ NS requested general information on seasona
enpl oyees such as where they are working, and for what periods
of tine.

MR. FI CK suggested nmuch of the requested data can be found in
the report prepared by The MDowell Goup entitled "Economc
Val ue of the Al aska Seafood Industry” and dated July, 2013. The
report includes in-depth enploynment and economic information for
Alaska as well as the US. He offered to research any
addi tional information needed.

CHAIR HUGHES said a summary of the economic report would be
hel pful, specifically on the economc benefit out-of-state
wor kers provide to the state.

MR FICK advised the <conmttee that the seafood industry
benefits alnost everyone in Alaska;, one advantage not often
nmentioned is the "backhaul freight fee." Shi ppi ng conpani es
estimate that the cost of shipping to Alaska is reduced by 10
percent because of the frozen seafood |eaving Al aska. Alaska is
the | argest seafood producer in the U S., producing 57 percent
of its seafood, and produces less than 2 percent of the seafood
on the global market [slide 4]. M. Fick said the conposition
by volunme of Al aska's seafood harvest is very different conpared
to its value [slides 5 and 6]. For exanple, salnon is 12
percent of the volune, but 29 percent of the value; crab is [2]
percent of conposition and 16 percent of value. The funding to
support ASM cones froma 0.5 percent tax at ex-vessel, and the
way to increase the value of the industry is to get the maximm

value from each fish harvested. He continued, noting that the
ex-vessel value of Al aska seafood has generally increased over
the last 10-15 years [slide 7]. Al aska has had a conmmerci al

fishery since 1880 and two inportant dates in its history are
Statehood in 1960, when sustainability and sustained yield
principal were witten into the state constitution, and when the
Magnuson- St evens Fi shery Conservation and Managenent Act of 1976
extended control of U S waters fromthree to two hundred mles

of fshore, keeping out foreign fleets and pirate fishing. The
result was a steady increase from about 25-50 mllion fish
harvested per year, to a record in 2013 of 272 mllion fish
harvested in Alaska during salnobn season. A prelimnary

breakdown of the 2013 harvest indicated pink salnon was the
| ar gest species by volume, and pink and sockeye sal non were the
| argest two species by value [slide 9]. Again, over the last 10
years salnon ex-vessel value continues to grow in spite of
i ncreasi ng supply worl d-w de.
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11: 29: 34 AM

REPRESENTATI VE H GA NS observed that over 1 billion pounds of
sal non was harvested |ast year, yet there are |ow nunbers of
salmon taken in [Alaska] rivers. He suggested a sport fisherman
may believe comrercial fisheries take too nuch.

11: 30: 19 AM

MR. FICK deferred the question to the Al aska Department of Fish
& Gane (ADF&G as it sets escapenent goals and manages the
fishery. The job at ASM is to tell the inpressive story of the
results of commtnments to tinme and area closures, the limted
entry permt system and ot her managemnent tool s. He
acknowl edged that challenges continue with Chinook salnon in
| arge areas of the state such as on the Yukon River, where there
are a large summer chum run and a distressed king salnon run at
the same tine. M. Fick opined it does not do the king sal non
any favors to over-escape the chuns and add to the conpetition
in freshwater, or to take out kings while targeting a sunmer
chum fishery. Therefore, ADF&G has devel oped a dip-net fishery
and a fish wheel fishery at Kaltag.

REPRESENTATI VE HERRON expressed his belief that Representative
Hggins is noting an irony in that the state pronotes
sustainability, and ASM is "braggi ng how nuch we harvest."

CHAIR HUGHES informed the commttee the Board of Fisheries
adopted proposals regarding Cook Inlet fisheries that are
affecting the Susitna R ver drainage. She asked whether ASM
has heard any concerns about those proposals and their inpact on
t he sal non harvest in 2014.

MR, FICK was unsure and again deferred to ADF&G because it works
to maintain a sustainable harvest status. He reiterated that
ASM sees a remarkable situation in that 40 years after the
Magnuson- St evens Act, there are nore fish in Al aska waters than
previ ously.

11: 34: 11 AM

CHAIR HUGHES inquired as to where the pink and sockeye sal non
are fished.

MR. FICK responded that 65 percent of the sockeye harvested in

Al aska conme from Bristol Bay, and others cone from Chignik, Cook
Inl et, and Sout heast; pink salnon cone from Sout heast and Prince
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Wlliam Sound. He offered to provide nore detailed information

In further response to Chair Hughes, M. Fick opined that the
price of salnmon has increased along with the demand because of
great marketing. He acknowl edged that farned sal non introduced
| arge nunbers of consuners to salnon, and ASM used that
opportunity to turn themto the best salnon in the world via a
great, recognized brand: The Al aska Brand. Agai n, Al aska
seafood is the second nost commonly specified brand on U S
menus, behind Angus beef [slide 11]. Surveys show that
consuners are likely to recommend Alaska seafood first and
Al aska sal non second [slide 12]. In further response to Chair
Hughes, he clarified that the survey was of U S. consuners. As
much as possible, ASM coordinates its nmarketing efforts wth
Al aska Grown, Travel Al aska, and individual conpanies [slide 13].

11: 37: 37 AM

A video was shown from 11:37 a.m to 11:38 a.m M. Fick said
ASM has been requested to provide seafood for sone television
and video productions, thereby having its nessage seen by
mllions at no cost.

REPRESENTATI VE HERRON told a personal story from the European
Expo in Brussels, Belgium

11: 41: 34 AM

MR. FICK turned to opportunities and challenges to the marketing
of Al aska seaf ood. Social nedia is both an opportunity and a
chal | enge because of m sinformation. O her chal | enges include

Fukushima [Daiichi nuclear power plant] msinformation and
illegal, unreported, and unregulated (1UU) fishing that results
in overharvesting in other countries, which |owers the nmarket
price for Al aska seafood [slide 15]. Mar keti ng opportunities
include: working with Kikkan Randall, an Al askan dynpic skier
[slide 16]; social nedia platforns, such as a photo contest; and
that ASM has 80,000 internet fans. Returning to Fukushim
radi ation, ASM serves as a conduit for good information from
i ndependent, state, national, and international groups that are
conducting tests [slide 18]. Wal - Mart announced it will accept
Al aska's Food and Agriculture Organization of the United Nations
(FAO Responsible Fisheries Mnagenent (RFM certification and
will continue to source Alaska salnon; ASM and the seafood
industry appreciate the support from the admnistration,
|l egislature, and Alaska's Congressional Delegation on this
matter [slide 19]. M. Fick further explained that wusing
sustainability certification as a marketing tool was begun about
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10 years ago by non-governmental organizations (NG3s); in fact,
WNF started the sustainability certification |abel called the
Marine Stewardship Council eco-label, and Al aska sal non was the

third fishery to be certified. Subsequently, the eco-I abel
certification was required for access to the marketplace, so
three to four years ago ASM |looked for an alternative

certification that would nmeet its customers' needs, but not pass
along the high cost of logo licensing fees, or relinquish state

sovereignty regarding fisheries managenent. The three primary
concerns with the Marine Stewardship Council eco-Iabel were:
brand devaluation for Al aska; intrusion into fisheries
managenent; and narket access. The alternative label is now

accepted in markets throughout the world, especially in Germany.

11: 46: 56 AM

CHAIR HUGHES questioned whether ASM believes other major
grocers will not cause a problemin the U S.

MR FICK said ASM is very hopeful "that is the situation.”

REPRESENTATI VE HERRON supported ASM's good relationship wth
Al aska's  Congressi onal Del egati on; in fact, it was the
del egation that convinced the federal governnent not to stop
federal purchases of Al aska seafood because of the |ack of
certification from the "London-based |ogo master.” He said,
"Qur congressional delegation has to be thanked for that."

MR FICK then pointed out that there has been a very large
harvest of pink salnon, thus efforts in pink salnon marketing
have been expanded, especially for canned pink sal non. The
challenge is to maintain the value, but not crash the narket
One market was a $20 nmillion purchase by U S. Food Aid [slide
20] .

CHAI R HUGHES heard the use of automation in fish processing is
i ncreasi ng because increased productivity and technology help
the Alaska fish industry conpete; she suggested there nay be
equi pnent that could process fish into sushi for val ue-added
product, and asked about ot her possible val ue-added processes.

MR FICK confirned the interest in value-added products; in
fact, the utilization of the waste streamis of interest by the
processing sector. Al fish parts - except for fillets - can be
used for fish oil, fish neal, and pet food, and 100 percent
utilization is sought by the seafood industry. There are
opportunities to derive value fromwaste for protein powders and

HOUSE EDT COW TTEE - 6- February 13, 2014



ot her products. There is interest also in nore hand processing,
but the speed of the runs and the energy needed for the
processing plants are problematic.

11:53: 07 AM

M5. TONKOVICH directed attention to a PowerPoint presentation
entitled, "China Business: A Seafood Perspective," dated
2/ 13/ 14. She informed the conmttee she oversees ASM's
i nternational program which covers 21 countries in Europe, Asia,
and South America, and wll focus on its activities in China.
As previously discussed, in 2012 Al aska produced 5.4 billion
pounds of seafood, which is 57 percent of the U 'S. commerci al
har vest . O that, 64 percent was exported, naking Al aska the
sixth largest seafood exporter following Norway, Russi a,
Vietnam Chile, and Canada [slides 3 and 4]. She explained that
China is Alaska's forenost export market for seafood, although
the China, Korea, Thailand, Vietnam and Central Europe narkets
are largely reprocessing markets. Japan remains the |argest
end-user market; however, over the past five years, the value of
Al aska's seafood to China has nearly doubled [slides 5 and 6].
China is a mmjor reprocessing center, exporting one-third of its
seaf ood to Europe, one-third back to the U S., and 17 percent to
Japan. However, the increasing cost of doing business in China,
and increasing wages, have shifted reprocessing to Thail and,
Vi et nam and | ndonesi a, but China's donmestic demand is
increasing [slides 7 and 8]. China is a good custoner because
its gross donestic product (GDP) is increasing over 7 percent
per year, which is expected to continue for the next five years.

The U S. is China's second l|argest trading partner, its third
| argest export market and its first source of inports; China is
currently a $250 billion mar ket for u. S conpani es.

Furthernore, there are high levels of consuner confidence in
China and retail sales are growng in the food service sector
and for inported products. She advised that donestic food
safety scandals have weakened trust in donestically-produced
products and increased denmand for inported food products and
seafood [slides 9 and 10]. According to the FAO and the Chinese
Mnistry of Agriculture, seafood prices are expected to rise up
to 70 percent by 2050 due to shortage of supply, growth in
demand, and growh in wages [slide 11]. Ms. Tonkovich rel ated
that ASM established an office in China in 1997 and has now has
offices in Shanghai, Beijing, Guangzhou, and Hong Kong; its
China program has always focused on building demand in the
donmestic market [slide 12].

12: 00: 05 PM
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M5. TONKOVICH continued to explain that ASM builds awareness
through different strategies: create awareness of the
attributes of Al aska seafood; create awareness of the variety of
seaf ood; focus on newto-market products such as pollock roe;
educate on the use of frozen products; educate on how to store,
handl e, and prepare frozen products; and provide appropriate
reci pes. In response to Chair Hughes, she said consuner
prograns use recipe developnent and publications [slide 13].
Because China is a huge market, marketing is targeted at first-
tier cities such as Shanghai, Beijing, Guangzhou, then at second
tier cities along the coast. Marketing is also targeted at
younger consuners, housew ves, and higher-income consuners. On
the trade side, ASM works with inporters and distributors that
supply hotels and restaurants and large chain retailers; on the
food service side, ASM targets chefs, purchasing managers from

hotel s and restaurants, and food chains [slide 14]. Sone of the
activities sponsored by ASM target consuner trade, hotels and
restaurants, public relations, events, adverti sing, press

canpai gns, social nedia, trade schools, semnars and store
pronotions, hotel and restaurant pronotions, chef conpetitions,
and culinary school training [slides 15 and 16]. During a press
canmpai gn, ASM submits articles for publication, works with the
U.S. Departnent of Agriculture - which matches its funding -,
occasionally participates in television, and utilizes bill boards
[slides 17 through 20]. Al t hough Facebook is not allowed in
China, ASM has a web site and a blog on Sina Wibo [slide 21].
Ret ai | pronotions feature Al aska signage, denonstrati ons,
tastings, and materials [slide 22]. She highlighted a pronotion
with Tmall.com Asia's largest online retailer, during which
over 33,000 itenms were sold over a period of nine days [slide
23]. Three trade shows and trade semnars are held that attract
inmporters, retailers, wholesalers, and distributors to provide
them with information about Al aska seafood and ASM activities
[slide 25]. \Wen possible, ASM brings buyers to Al aska to neet
fishernmen, go fishing, tour [processing] plants, and tour hotels

and restaurants [slide 26]. Pronmoti ons of Al aska seafood al so
take place in restaurants, as do chef conpetitions [slides 27
and 28]. Finally, ASM works with leading culinary schools to

educat e the next generation of chefs [slide 29].

REPRESENTATI VE H GA NS asked whether ASM was involved in the
i ssue of the Chinese ban on geoduck.

12: 07: 43 PM
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M5. TONKOVI CH answered that ASM does not |obby in China, but
has nonitored the situation and is in contact wth the
Department of Environnmental Conservation, the U S. Departnent of
Commerce, the National Oceanic and Atnospheric Association, and
Nat i onal Marine Fisheries.

CHAI R HUGHES restated her question about Al aska's share of the
wor | d mar ket .

MR. FICK said he would provide that information in terns of the
value of the fish, which is nore than its volune. Al aska
harvests | ess than 2 percent of the gl obal supply.

CHAIR HUGHES surm sed there is 2 percent in volunme, a higher
percent in value, and room for grow h.

12:10: 04 PM

MR. FICK explained, "... with wld fisheries, is that it's all
biological in ternms of ... volunme, there are sonme underutilized
species, certainly sonme rockfish, herring ..., sculpin, cabazon
things like that that wouldn't be traditional markets that we
woul d think of." However, these fish would not generate |arge
addi ti onal vol unes. In further response to Chair Hughes, he
said ASM was forned in 1981 and is a public-private partnership
with the state and the Al aska seafood industry. It is funded

from three sources: a voluntary 0.5 percent tax taken at ex-
vessel that ranges from $8-$12 nmillion; $7.8 mllion of genera
funds (GF); and $4.5 mllion of federal funds through the U S.

Department of Agriculture. There is a seven-nenber board of
directors which consists of: five processors - Trident Seafood,
Ccean Beauty Seafood Inc., Icicle Seafoods, Inc., Peter Pan
Seafoods Inc., Kw k'Pak Fisheries, LLC, and two fishernen. In

addition, there is a group of dedicated industry |eaders serving
on commttees that provide information on challenges and
opportunities. The mssion of ASM is to increase the value of
Al aska seaf ood resource.

12:15: 27 PM

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

Special Commttee on Econom c Devel opnent, Trade, and Tourism
nmeeting was adjourned at 12:15 p. m
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