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PCSI TI ON  STATEMENT: Provided a Power Point presentation
entitled, "The Alaska Travel Industry Association (ATIA)," and
dat ed February, 2015.

TI M MCDONNELL, Vi ce-President

TEMSCO Hel i copters, Inc.

Juneau, Al aska

PCOSI TI ON STATEMENT: Provided a brief historical perspective on
the Al aska Travel |ndustry Association.

ACTI ON NARRATI VE

11: 39: 36 AM

CHAI R BOB HERRON cal l ed the House Special Committee on Econonic
Devel opnent, Tourism and Arctic Policy neeting to order at
11:39 a.m Representatives Stutes, Otiz, and Herron were
present at the call to order. Representative Tilton arrived as
the meeting was in progress.

PRESENTATI ON: DI VI SI ON OF ECONOM C DEVELOPNMENT, DEPARTMENT OF
COVMERCE, COMMUNI TY & ECONOM C DEVEL OPMENT

11:40: 05 AM

CHAI R HERRON announced that the first order of business would be
a presentation by the Division of Economc Devel opnent,
Depart ment of Commrerce, Conmunity & Econom c Devel opnent.

11: 40: 38 AM

JOE JACOBSON, Director, D vision of Econom c Devel opnent (DED),

Departnment of  Commerce, Community & Econom c Devel opnent
(DCCED), informed the commttee economc developnent is the
process of creating wealth through investnent and reinvestnent
in a comunity resulting in nore jobs, higher inconmes, an
expanded tax base, a nore diversified econony, busi ness
i nprovenent, and a better quality of life (slide 2). He
continued to explain that econom c developnment is a topic that
extends into every decision and policy in ternms of building
comunities and educating future | eaders. Wthin DED, there are
three core functions: finance, developnent, and tourism
marketing (slide 3). Wthin the finance section, DED
adm nisters and services 11 |loan funds with a total principa

outstanding in excess of $200 million, the bulk of which are in
commercial fishing |oans; the |argest nunber of |oans are in the
commercial fishing sector and the greatest dollar value is split

HOUSE EDA COW TTEE - 2- February 12, 2015



bet ween commerci al fishing and the fisheries enhancenent
program Also, there are small business |oan funds such as the
avionics program and the charter fisheries program M.
Jacobson noted the rural developnent initiative fund is used to
stimul ate entrepreneurship and business developnent in rural
Al aska. He further explained the rural devel opnent initiative
fund is an Al aska Industrial Development and Export Authority
(AIDEA), DCCED, fund that is admnistered by DED, and which is a
very useful and popul ar fund.

CHAI R HERRON asked about the bul k fuel |oan program

MR. JACOBSON responded that bulk fuel loans are nore closely
affiliated with the D vision of Community and Regional Affairs,

DCCED. M. Jacobson continued with DED s devel opment overvi ew
and listed sone of its mgjor initiatives: Al aska Regi onal

Devel opment Organi zations (ARDORs) reauthorization; cultura

tourism North to Qpportunity branding nmessage; unmanned
aircraft systens; Emmonak Port environnental inpact study;

statewi de business retention and expansion program Mde in
Al aska (Hone); and seafood byproducts as related to the Icel and
trade m ssion (slide 5).

CHAI R HERRON asked for nore informati on on the trade m ssion.

MR. JACOBSON responded that ten private industry nenbers, one
menber fromthe University of Al aska (UA), and one nenber from a
| ocal econom c devel opnent agency were on the m ssion. I n
further response to Chair Herron, he said he was not on the
m ssi on; however, he opined a key point |learned on the mssion
was that Al aska does not have to be envious of |Iceland.
Al though there is a lot to be learned from Iceland, I|celand has
the advantage  of smal | er si ze, t hus al | owi ng better
col | aboration between factories and plant nanagers, which
fosters a cluster devel opnent approach. A state geographically
as large as Alaska is at a disadvantage in this regard.

CHAI R HERRON provided an anecdote and expressed his hope that
Al aska can strengthen its relationship with Icel and.

11:47: 09 AM

REPRESENTATI VE STUTES asked whet her DED has any involvenent with
t he shellfish industry.

MR. JACOBSON replied that DED works with shellfish farners and
hat cheries such as QOceansAl aska. The division conpleted an
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operational audit of the OceansAl aska hatchery and found that
the existing hatchery, with a nom nal investnent, could increase
productivity dramatically t hr ough basi c I nprovenents.
Subsequently, CceansAl aska developed a new business plan and
received a loan to continue its operations. He said he believed
mariculture enterprises need to be self-sustaining, and now that
CceansAlaska has a viable business plan, it my exceed
expect ati ons based upon geoduck and oyster denmand.

REPRESENTATI VE STUTES expressed her understanding that shellfish
farmers have difficulty obtaining sufficient seed for grow ng
geoducks or oysters in order to maintain their farnms. She asked
whether DED is in contact with "anybody interested in going in
that direction.”

MR. JACOBSON replied that OceansAlaska's mssion is to provide
seed to geoduck and oyster farnmers in Al aska. The hatchery is
non-profit, simlar to Douglas Island Pink & Chum Inc. (D PAC,
and supporting its operations would provide jobs in Ketchikan
and the needed seed for shellfish farnmers across the state.

11:50: 45 AM

MR. JACOBSON, in response to Chair Herron, said prior to his
position at DED, he was the international director with the
Al aska Seafood Marketing Institute (ASM). M. Jacobson
continued listing his division's nmgjor initiatives, adding
m nerals pronotion and trends, and opportunities in the maritine
industrial services sector (slide 5). To report on the
foregoing initiatives in nore detail, he returned to the first
initiative, the ARDOR program and informed the commttee the
program was reauthorized by House Bill 71 [passed in the 28th
Al aska State Legislature]. After reauthorization, grants were
i ssued to participants, although two organi zati ons were renoved
from the program Interior Rivers and Lower Kuskokw m Economi c
Devel opnment Council. A new representative for that region, the
Association of Village Council Presidents (AVCP) becane the
newest ARDOR Also, DED is working with ARDORs to increase
accountability and performance  neasures, and to ensure
denonstrable results from their tasks. Turning to the Made in
Al aska (Hone) initiative, M. Jacobson said a hone was built in
Anchorage by a contractor working closely with DED to feature
Al aska- made cabi net s, count ert ops, and ot her | ocal | y-
manuf actured products (slide 12). Concurrently, DED began
working with the Cold Cdimte Housing and Research Center
(CCHRC) and AVCP to study integrated truss design hones for the
Lower Kuskokwi m area. Again, the goal is to help AVCP develop a
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business plan for a truss plant and sawm |l to provide |unber
for |local housing needs.

11:55: 25 AM

MR. JACOBSON directed attention to the Northwest Cultural
Tourism and Native Arts initiative, which is tasked to stinulate
tourism in rural Alaska using cultural aspects as a base for
tourism Last summer DED hosted a famliarization tour for tour
operators, visiting Kotzebue, Nonme, Wite Muntain, Council, and
Savoonga. The next step is for DED to work in the region to
bol ster its capabilities and capacities in order to offer a
broader and nore consistent experience for both the tour
operators and the comunities in the region (slide 7). Al aska
North to Qpportunity brochures were devel oped to pronote Al aska
as a good place for business opportunities. The brochures focus
on Al aska's general business climate, opportunities in unmanned
aircraft systens, and natural resources (slide 8). A separate
initiative that was focused on Al aska's unmanned aircraft system
i ndustry devel opnent canme from a request for support from the
Fai rbanks North Star Borough ARDOR. Along with UA Fairbanks
(UAF), DED attended the Association for Unmanned Vehicle Systens
I nternational trade show in Ol ando. M. Jacobson said DED s
presence at the trade show led to negotiations with a conpany
that is a leader in delivering aviation training solutions, and
whi ch has evaluated potential facility sites in Alaska (slide
9).

11:59:16 AM

CHAIR HERRON acknowl edged the work done by Representative
Shel I ey Hughes in this regard.

MR. JACOBSON referred to a docunment provided in the commttee
packet entitled, "Unmanned Aircraft Systens Econom c Devel opnent
Strategy for Al aska," which was an overview of past and proposed
efforts on this topic. He cautioned that although Al aska has an
early |ead because of its air space and destination as a test
site, other states are aggressive conpetitors for this industry,
and are offering research and devel opnent tax credits. The next
initiative discussed was the Iceland Trade Mssion, which
originated from Senate Bill 71 [passed in the 28th Al aska State
Legi sl ature]. Senate Bill 71 extended the val ue-added seafood
sal non processing tax credit, expanded the tax credits to
include herring, and affected can size manufacturing and by-
products. The trade mission to Iceland was facilitated by DED
wi th del egation nenbers participating at their own expense. It
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was learned that Alaska's conpanies are "pretty technically
advanced, " in fish processing. M. Jacobson directed attention
to DED s statewi de Business Retention and Expansion Program
noting that DED hosts workshops and provides software sol utions
to a variety of communities across the state. The software
all ows econom c devel opnent organizations to reach out to the
| ocal business comunity. Wor kshops have been arranged for
Sol dot na, Juneau, Ket chi kan, Hai nes, Kodi ak, Fai r banks,
Anchor age, Pal ner, and Honer (slide 11).

12: 01: 58 PM

REPRESENTATI VE ORTI Z surm sed the workshops were in |ocations
t hroughout the state.

MR.  JACOBSON said correct. Wrkshops would be carried out
through the rest of the year. He added that nost of the funding
for this initiative was provided through a federal grant; DED
has nmade in-kind contributions of staff tine. In response to
Chair Herron, he said he was unsure of the tinme and |ocation of
t he next wor kshop.

REPRESENTATI VE STUTES asked for a schedul e of the workshops.

MR. JACOBSON displayed a slide of DED s trade booth (slide 13.
In the venue of mnerals pronotion, DED has been attending
conferences in Canada. At the trade show in Vancouver, the
trade booth showcased 12 different exploration and devel opnent
conpanies, along wth representatives from AIDEA and the
Department of Natural Resources (DNR). Al aska is an extrenely
pro-mining jurisdiction, and he stressed the inportance of
discrediting "the perception that you can't get a project done
here, when in actuality that's not the case,"” as evidenced by
the success of mning in the state. The division also produced
the Alaska Mnerals Industry Report (slide 13). The Trends and
Qpportunities in the A aska Mritinme Industrial Support Sector
initiative conm ssioned a report that defined the entire Al aska
fleet. Every comunity was represented and every vessel
operating in Al aska was specifically identified. Fi ndi ngs from
the report infornmed Alaska's future roles in shipbuilding and in
maxi m zing the value of its existing fleet (slide 14).

12: 07: 02 PM

MR. JACOBSON stated that the Arctic Shipping initiative, was
bei ng conducted by Dr. Lawson Brigham and would be distributed
to the commttee upon conpletion (slide 15). Turning to DED s
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tourism marketing program he noted that DED worked very closely
with the tourism private sector before the Al aska Tourism
Mar keti ng Board (ATMB) was established; prograns have now been
transferred to ATMB (slide 16). Hi ghlights of the program are

generated al nost 800,000 consuner information requests; return
on investment is over $100; continued relationship wth
| cel andair; worked on additional air routes; worked closely with
Canadi an governnents to pronote road travel; public relations
work that vyielded $44 mllion in advertising equivalent; and
1,700,000 site visits to Travel Alaska.com (slide 17). The
marketing program is focused on generating awareness and
translating awareness into visits by generating new high-
pot enti al prospects in North Aneri ca, and raising
awar eness/ i nt er est anong Nort h Anerica consuners. He
characterized the program as one of conversion and awareness
t hrough various approaches, also supported by travel planners
and other tactics (slide 18). The primary target market for
Al aska visitors remains 45-65 years of age, affluent, married

col | ege-educated, frequent travelers, and previous visitors

(slide 19). Generating requests for travel information is by
online advertising, nmagazine advertising, direct mail, and
television (slide 20). Al nost 500,000 state vacation planners

are sent out and are very effective, wth a 10 percent
conversion rate in the first year and a 5 percent conversion
rate for years two, three, and four (slide 21). Al so
distributed by mail is the "It's within your reach” brochure
which is designed to pique interest and provide encouragenent to
travel (slide 22).

12: 12: 12 PM

MR. JACOBSON explained costs for the "North to Al aska"” brochure
are split with Canadian partners and the brochure works well to
encourage a driving vacation through western Canada and into
Al aska (slide 23). Television advertising runs on national
broadcast television, and Travel Alaska.com is a trenendous
resource translated into multiple |anguages: German, Japanese,
Korean, Spanish, and Chinese (slides 24-26). The web site is a
cost-effective approach to key nmarkets as no nobney is spent on
advertising overseas.

CHAI R HERRON asked for nost effective nethod of advertising.
MR. JACOBSON advi sed tel evision advertising creates a trenendous
anount of awareness, especially for travel. Al so, the role of

public relations and articles that are not "selling” s
inportant to the younger target audience.
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CHAI R HERRON asked about reality shows.

MR. JACOBSON offered that some are considered bad publicity;
however, they keep the state before the public. He said he did
not have "good statistics on neasuring that." The new Al aska
H ghway travel web site pronotes road travel; in fact, he was
optimstic that road travel may increase this year because gas
prices have gone down (slide 27). Returning to public
relations, he said DED hosts the Al aska Media Road Show which
bri ngs together 40 Al askans representing different conpanies and

regions to present to travel journalists. This year the thene
was cultural tourism and the event featured organizations from
across the state (slide 28). From the nedia road show, travel

stories are generated and published in magazines such as the
Alaska Airlines Magazine, pronoting tourism and business
devel opnment (slide 29).

12:17: 47 PM

MR. JACOBSON recalled the "Today" show filnmed in Juneau | ast
year, highlighted by a trenendous display of support from the

comunity. The departnment provided support, i deas, and
coordination to the production, but there was no direct cost
(slide 30). He continued to other events in which DED
partici pates around the world: travel trade events and co-
pronotion with Icelandair (slides 31-33). M. Jacobson returned
to collaboration with the private sector, noting ATMB held its
i naugural neeting 1/5/15-1/6/15. Representati ve Hughes serves

as the House designee on the board, and nenbers are invited to
attend (slide 34).

REPRESENTATI VE ORTIZ has heard concerns from shellfish farmers
about the inpact of state regulation on the shellfish industry.
He asked where farmers should be directed for answers to their
guesti ons.

MR. JACOBSON suggested that they contact him Dependi ng on the
concern, questions nmay be directed to DNR or the Departnent of

Envi r onnment al Conservation (DEC). He acknow edged that
permtting in Alaska can be tedious, but is less challenging
than in many other jurisdictions. He cautioned that upcom ng

budget cuts need to be tenpered by their possible effects on
qui ck responses from governnent to sonme of the chall enges of the
i ndustry, such as product testing.

12: 22: 39 PM
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CHAIR HERRON referenced an earlier request to Representative
Tilton, chair of the House Comunity and Regional Affairs
Standing Committee, to assune the task of reconmendation 1D,
[ pronbte entrepreneurship and enterprise developnent] of the
Alaska Arctic Policy Commssion Inplenentation Plan issued
1/ 30/ 15. He asked M. Jacobson to coment.

MR. JACOBSON replied that i nproving entrepreneurship and
busi ness developnent in any region of Alaska has to be a
holistic approach, ranging from basic services to education to
successful small businesses. His division has been working with
the Cold Cinmate Housing Research Center on a nore comunity-
driven approach to comunity devel opnent to address issues in a
concerted approach, and thereby have conmunity involvenent from
t he begi nni ng. The ARDORs program does not have ful

representation across the state, particularly in the Arctic
region, and increasing access to funds such as the Rural
Devel opnent Initiative Fund, DED, DCCED, should be explored, as
access to capital for small business is very inportant; in fact,

the fund is often expended to its maxinum limt. In addition

cultural and rural tourism present opportunities, as does the
technol ogy of unmanned aircraft in application at Fort
Wai nwright. Studies have shown that avail able career paths keep

young peopl e engaged in their comunities.

12:26:12 PM

REPRESENTATI VE TILTON expressed interest in further discussion.

12: 26: 26 PM

The conmttee took an at ease from12:26 p.m to 12:28 p. m

PRESENTATI ON:  ALASKA TRAVEL | NDUSTRY ASSOCI ATl ON

12:28: 15 PM

CHAI R HERRON announced that the next order of business would be
a presentation by the Al aska Travel Industry Association (ATIA).

12: 28: 24 PM

SARAH LEONARD, President and CEO  Alaska Travel | ndustry
Associ ation (ATIA), provided a PowerPoint presentation entitled,
"The Alaska Travel Industry Association (ATIA)," and dated
February, 2015. She informed the committee the Al aska Travel
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| ndustry Association (ATIA) is the state's |eading statew de,
nonprofit, nmenbership organization for the travel industry.
Wth over 600 nenbers, ATIA advocates for a healthy tourism
industry and helps promote Alaska as a premer travel
destinati on. The nmenbership is diverse and includes businesses
across the state from bed and breakfast owners, tour guides,
small and large cruise ship conpanies, and comunity convention
and visitor bureaus (slide 3). Menbers provide quality
experiences in national and state parks (slide 2). Most of the
menbers are small or nedium business; in fact, 73 percent have
| ess than 20 enpl oyees (slide 3). Menber services include those
of a traditional nmenber shi p- based trade and i ndustry
associ ation; for exanple, ATIA hosts the largest gathering of
tourism professionals during its annual convention and trade
show. This year the event wll be in Juneau 10/5/15-10/8/15

and will feature a cultural arts and heritage tourism summt
(slide 4). One of ATIA's goals is to increase the quality of
t he tourism i ndustry t hr ough educati on and t rai ni ng

opportunities, thus ATIA has enhanced its web site by providing
access and information on tourism training and professional
devel opnent opportunities (slide 5).

12:31: 11 PM

CHAI R HERRON acknowl edged the presence of the Kenai H gh Schoo
basketbal |l team and his grandson Keith |vy.

IVS. LEONARD pointed out ATIA supports tourism industry
scholarships for Alaska students through its foundation.
Schol ar shi ps have been distributed to over 150 students and this
year $20,000 in scholarships will be reconmended. Schol ar shi ps
are supported by individual and business donations, and through
the Pick.Cick.Gve. charitable contributions program (slide 5).

REPRESENTATI VE ORTIZ said one of his constituents was pictured
on slide 6.

M5. LEONARD stated the photo on slide 6 was of a student who
received the Kris Geldaker Menorial scholarship. In further
response to Representative Otiz, she said the scholarships are
for continuing education and for high school students to
interest themin pursuing careers in the travel industry.

M5. LEONARD continued to explain that ATIA acts as a link to

mar ket i ng for menber s t hr ough co-operative mar ket i ng
opportunities available to businesses and other services at
trade shows. As a long-tine partner with the state, the ATIA
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team is expert at nmarketing tourism and supporting its nenbers
and the industry wth education and gl obal net wor ki ng
opportunities. The organi zati on has been operating for over 30
years, and is flexible in the way it inplenents services and
progranms for the benefit of its nenbers (slide 7). The results
are that Alaska's visitor industry is an econom c engine for the
state, and after reinvestnment in tourism marketing by the state,
Al aska attracted almpst two mllion visitors last year.
Visitors hel ped generate over $100 million in state revenue and
$78 mllion in nunicipal revenue through taxes and fees. One in
el even Al aska jobs are within the visitor industry, and visitors
spent $1.8 billion in the state. Further, $1.24 billion in
| abor income was created by tourism(slide 8).

12: 36: 07 PM

V5. LEONARD concluded that wth reinvestnent in tourism
mar keting, tourism works for Al aska (slide 9). In 2013, there
was an alnost 7 percent increase in sumrer visitation, and with
winter visitation there was a total of alnmpbst two mllion
visitors. A 2 percent drop in 2014 was attributed to a
reduction in cruise capacity; however, the prediction is for an
increase in 2015 (slide 10). One mllion sumrer visitors

travel ed by cruise ship, 38 percent cane by air, and 4 percent
drove the highway or traveled on the Al aska Mrine H ghway
System (slide 11). Over 80 percent of visitors canme from the
Lower 48, 10 percent were international visitors - not including
Canada - and 7 percent were from Canada. Primary internationa
markets are the United Kingdom and Australia (slide 12). MVs.
Leonard noted that increasing interest in the Arctic from all
markets is an opportunity for businesses and communities in the
Arctic region. Overall, Southeast, Southcentral, and the
Interior attracted the highest nunber of visitors, Southwest
received 4 percent, and the Far North received 2 percent of

vi sitations. Even small increases in tourism have a nmajor
inmpact on the Far North; for exanple, in 2012-2013, total
visitor spending was $30 mllion, 300 jobs were created, and

there was a |abor inmpact of $12 mllion (slide 13). She advised
that ATIA is the voice for small and | arge businesses at policy
di scussions regarding reinvesting in tourism marketing. Last
year AITA worked to pass Senate Bill 194 [passed in the 28th
Alaska State Legislature] which created the Alaska Tourism
Mar keting Board (ATMB) in order to have governnment and industry
execute a tourism marketing plan for Al aska. The board consists
of 18 industry representatives reconmmended by ATIA, and
representatives from the Departnent of Conmerce, Conmunity &
Econom ¢ Devel opnent (DCCED), and the |egislature.
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12: 39: 54 PM

REPRESENTATI VE STUTES asked for the sources of ATIA s funding.

M5. LEONARD responded that ATIA's funding is through nenbership
dues, its annual convention, and its state contract to inplenment
a marketing plan. In further response to Representative Stutes,
she advised that ATIA is a nonprofit association and is self-
sust ai ni ng.

CHAI R HERRON recalled that tourism nmarketing is always a high-
profile item

M5. LEONARD returned attention to ATMB, noting that the board
reviewed applications and recommended qualified candidates and

progranms (slide 15). Program recommendati ons from ATIA to ATMB
were illustrated (slide 16). She stressed the inportance of
having professional industry insight in a tourism marketing

pl an. Addi tional issues addressed by ATIA include public |and
issues, arts and cultural resources, permtting processes,
econonm ¢ devel opnent, and the growing interest in the Arctic.
In fact, the legislature's interest in the growh of tourismin
the Arctic region is welconme and tinely. The tourism industry
seeks involvenent when the state and federal governnents are
di scussing policy affecting Alaska's Arctic, and through the

Arctic Council. The tourism industry wants to be on the
forefront of issues in the region such as the available
comunity resources, access, infrastructure, safety issues,
communi cations, nonitoring, investnment costs, and whether Arctic
communities are ready for, or want, increased activity and
visitation (slide 17). Ms. Leonard advised ATIA would be

addressing the aforenentioned issues and other topics at an
Arctic Tourism Panel to be held on 10/5/15 during its convention
i n Juneau. Menbers of the legislature are invited to attend
She concl uded, expressing her belief that tourismis a renewable
resource, and ATIA nenbers work to market Alaska to visitors
thus are proud of the economc and quality of life benefits the
tourismindustry brings to Al aska.

12:44: 06 PM

CHAI R HERRON asked whether Craig Fleener, the governor's Arctic
policy advisor, contacted her regarding the Arctic Council host
comm ttee.

M5. LEONARD sai d no.
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CHAI R HERRON stated that the commttee would contact M. Fl eener
inwiting on this matter.

REPRESENTATI VE ORTIZ directed attention to slide 13, and noted
the |low percentage of visitations for the Far North. He asked
whet her there has been any growh in tourismin this region.

M5. LEONARD said the percentage for this region has remained
stable for many years, but she has heard anecdotal evidence from
Arctic tourism operators that nore visitors are nmaking
reservations for the upcom ng sunmer. In further response to
Representative Otiz, she said ATIA and its partners have a
focus on pronoting winter tourism activities; in fact, nenbers
seek to grow winter tourism

12:46: 51 PM

TIM  MCDONNELL, Vi ce- Presi dent, TEMSCO Helicopters, I nc.,
provided a brief history of his experience in the travel
i ndustry. He said tourism in Alaska has made incredible
progress over the |last 45 years, but "we're only at the tip of
the iceberg of where this thing can go." The Al aska Travel
| ndustry Association is a young, but very progressive,

organi zati on of which he is proud.

REPRESENTATI VE ORTI Z asked whether the ideas of the Al aska brand
and Al aska's inmage are "holding up."

MR. MCDONNELL said that Alaska always attracts interest;

however, the travel i ndustry IS very conplicated and
conpetitive, and marketing efforts are extrenely inportant.

CHAI R HERRON asked Ms. Leonard to work with Rob Earl and craft
rel evant correspondence to M. Fleener.

12:50: 56 PM

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

Special Commttee on Econom c Devel opnent, Tourism and Arctic
Policy neeting was adjourned at 12:50 p.m
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