9893  HOUSR LABOR & COMVERCE



Department of Administration
Response to House Labor and Commerce Committee
Questions on the State Facilities Rental Rate Plan

The Governor's FY 2001 budget proposal includes a facilities rent program for eight state
owned office buildings. Additionally, HB 112 would establish the Alaska public building
fund as an internal service fund for facility rents and expenses for state owned facilities.
HB 112 was passed by the House and is now in Senate Finance.

The purpose of the rental program as presented in the Governor’s FY 2001 budget and
HB 112 is to improve facility maintenance, avoid additional deferred maintenance,
leverage federal and other non-general funds, and create an incentive for the efficient use

of state owned facilities.

The main characteristics of the program are:

e Charging Agencies:
The money now spent by the Department of Transportation and Public Facilities and

the Department of Administration (DOA) to operate and maintain the eight facilities
in the proposed rental pool will be transferred to the agencies that currently occupy
the buildings. The tenant agencies will use these funds to pay rent to a central

facilities management office in DOA.

* Improvement Sinking Fund:
Depreciation will be a cost element of the rental payments made by tenant agencies.

Like the private sector, rental payments would provide a source of funding for major
renewal and replacement projects that are required to keep buildings functioning
properly and to avoid deferred maintenance liability.

® Anticipated Costs:
Rental rales charged to tenant agencies will provide for facilities operations on a

break-even basis and include all costs of providing the space including applicable
direct and indirect costs and depreciation. Rent charges will be based on “usable”
square footage occupied by the tenant agency. Common or public areas will be

allocated pro rata to all tenants in a facility.

e Anticipated Savings:
The rental system will allow the state to collect about $1.5 million in additional
federal and other non-GF funds that can be used to operate and maintain these
facilities. Additionally, by charging tenant agencies rent facility costs will now be
incoiporated into program funding decisions. This will not only improve the
allocation of facility resources but also encourage tenant agencies to hold the facilities
management organization accountable for the value of the services being provided.

e Surcharge on Rent Payments:
Rent payments made by tenant agencies will include overhead charges for

administrative costs incurred by the central facilities management office in DOA.
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FY°L Facilities BRU Summary by Building

This Chart represents "Billable Rates"” paid by Facilities BRU*

T;;ilta?;?)tlBglc:::?angfy Maintenance & DOA Risk Mgt Annual Total Annual Usable Sq Ft
Facilities BRU Operations Costs Admin Costs Costs Depreciation Cost

Alaska Office $ 270,960 § 6,806 § 5399 § 82211 $ 365,376 40,424
Atwood Building $ 2,129,672 $ 100,866 $ 9,963 $ 1,007,208 $ 3,247,709 251,451
Court Plaza $ 198,000 s 7,160 s 767 § 178,437 $ 384,364 26,362
Douglas island $ 185000 $ 4,570 $ 6,662 § 49,085 § 245,317 31,816
Fairbanks Reg Office s 439,000 s 11,622 s 3,449 § 169,835 § 623,906 34,125
Juneau Community $ 57,000 $ 1561 $ 1,313 § 23933 $ 83,807 17,078
Juneau Public Safety ¢ 97,000 s 2669 s 6632 s 37,002 $ 143,303 16,103
Juneau State Office $ 1,066,840 § 31,207 $ 13,169 ¢ 564,072 $ 1,675,289 157,518
Total FYO01 $ 4,443,472 $ 166,462 $ 47,354 $ 2,111,783 $ 6,769,071 574,877

11/24/99 Facilities BRU Summary
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FYOL Facilities BRU Summary by Building

Facility DEPT Annual Cost Usable Sq Ft
Alaska Office Building DHSS $365,376 40,424
Atwood Building ADMIN $46,569 3,606
Atwood Building DCED $174,169 13,485
Atwood Building DNR $1,268,644 98,224
Atwood Building GOV $125,351 9,705
Atwood Building PRIVATE $903,336 69,940
Atwood Building REV $729,641 56,492
Court Plaza Building ADMIN $4,024 276
Court Plaza Building DHSS $43,537 2,986
Court Plaza Building DOC $17,307 1,187
Court Plaza Building Gov $240,020 16,462
Court Plaza Building LEG $27,688 1,899
Court Plaza Building PRIVATE $51,789 3,552
Douglas Island Building DF&G $174,373 22,615
Douglas Island Building DOC $70,944 9,201
Fairbanks Reg Office Building ADMIN $6,545 358
Fairbanks Reg Office Building DCED $4,278 234
Fairbanks Reg Office Building DCED $60,297 3,298
Fairbanks Reg Office Building DHSS $222,778 12,185
Fairbanks Reg Office Building DOT $11,409 624
Fairbanks Reg Office Building Gov $64,923 3,551
Fairbanks Reg Office Building LABOR $223,619 12,231
Fairbanks Reg Office Building REV $30,057 1,644
Juneau Community Building DCED $63,805 13,002
Juneau Community Building LEG $20,002 4,076
Juneau Public Safety Building ADMIN $46,391 5,213
Juneau Public Safety Building DPS $96,912 10,890
Juneau State Office Building ADMIN $793,007 74,562
Juneau State Office Building DCED $301,709 28,368
Juneau State Office Building EDUC $221,421 20,819
Juneau State Office Building LABOR $3,988 375
Juneau State Office Building LEG $52,327 4,920
Juneau State Office Building REV $302,836 28,474
TOTALS $6,769,071 574,877
State Agency Totals $5,813,946 501,385

11/24/99 Facilities BRU Summary
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STATE FACILITY RENT PROGRAM

Summary
The Governor's FY 2001 budget proposal includes a facilities rent program for

eight state office buildings: six in Juneau, and one each in Anchorage and
Fairbanks. The purpose of the rent program is to improve facility maintenance,
avoid additional deferred maintenance, leverage federal and other non-general
funds, and create ari incentive for the efficient use of state facility space.

This proposal was discussed with the Legislature last session during hearings on
HB 112, which would establish the Alaska public building fund as an internal
service fund for facility rents and expenses. HB 112 was passed by the House
and is now in the Senate Finance Committee.

As part of the rent program, the money now spent by the Department of
Transportation and Public Facilities (DOT/PF) and the Department of
Administration (DOA) to operate and maintain the eight buildings in the rental
pool will be transferred to the agencies that occupy the buildings. A total of
$2.3 million will be transferred from DOT/PF's budget to the tenant agencies in
the seven buildings managed by DOT/PF. A total of $2.0 million will be
transferred from DOA's budget to the tenant agencies in the Atwood building in
Anchorage (the former Bank of America building).

Itis important to note that these transfers are not increments in the tenant
agencies’ budgets; they are merely transfers of existing funding from DOT/PF
and DOA. The budget transactions for these transfers are labeled the same in
every department. The transaction title is "State Facilities Rent". The
transaction codes are "ATRIN" for the tenant agencies and "ATROUT" for
DOT/PF and DOA. The table below shows the transfer amounts for each

agency.

The tenant agencies will pay rent to a central facilities management office in
DOA. This system will enable the state to collect about $1.5 million in additional
federal and other non-GF money for maintaining these buildings.

The table below shows the proposed transfer amounts for each agency.

GF GF

Transferred Transferred
Department

from DOA from DOT

($000) ($000)

Administration $ 46.6 $ 418.0
Community & Economic Development $ 1742 % 322,1
Corrections $ - S 86.3
Education & Early Development S - s 260.7
Fish & Game $ - $ 169.6
Governor S 307.4 s 122.1
Health & Social Services $ - $ 449.3
Labor & Workforce Development $ - % 259.7

I enislative Facilities Rent Info-12-991 page 1



Legislature $ - $ 99.2
Natural Resources $ 1,268.6 $

Public Safety $ - % 88.7
Revenue $ 206.6 $ -
Transportation & Public Facilities $ - $ 11.4
Total State Agencies $ 2,003.4 3 2,287.1

General Rent Principles
Rent is used to improve the use of space and allocation of resources by

incorporating the cost of the facility into program funding decisions. In addition,
rent encourages users to hold the facilities management organization
accountable for the quality and value of the services provided.

Rent will comply with generally accepted accounting principles (GAAP) as
recognized by the Governmental Accounting Standards Board (GASB), and
Federal cost principles as set forth in U.S. Office of Management and Budget

Circular A-87.

Rates will:

= provide for operation on a break-even basis;
e include the cost of providing space, including applicable direct and indirect

costs and depreciation; and
« hill all tenants at the same rate for similar services received.

The Cost Elements of Rent

Maintenance & Operations
The costs of utilities, janitorial, repairs, security, parking and other costs
associated with keeping a facility ready for the use of its occupants.

Renewal & Replacement (Depreciation)
The scheduled replacement of worn-out major building components and the

replacement or retrofitting of obsolete or inefficient building systems in order to
maintain or extend the life of a building or facility.

Administrative Organization
Resources to pay bills, account for and budget maintenance costs, manage and

report on the work.

STEPS TO IMPLEMENTATION

Designated facilities in the rental pool
For the FY 2001 budget, the following criteria were used to select the eight
facilities for rent implementation:
= multi-agency office facilities;

L— — Co-miloc Rant Infn-12-991 page 2



e maximize potential for payment from non-General Fund sources;
e limit number of sites to minimize accounting and data collection;
= larger facilities, over 15,000 to 20,000 square feet.

Identified occupancy by agency

Rent is based on "usable" square feet occupied by the tenant agency. Common
or public areas including corridors, stairways, toilet rooms, shared conference
facilities, etc. are allocated pro rata to all tenants.

Identified Costs
Most direct facility costs for the pool are currently budgeted in DOT/PF. Costs
for the Atwood Building are budgeted in the DOA.
DOT/PF direct costs include applicable personal services, contractual and other
line costs for each particular facility. DOT/PF indirect costs of administrative
support (accounts payable, human resource, etc.) are currently shared with both
facility and non-facility functions. DOA direct costs are the personal services and
related costs for a facility manager and an accountant specifically to manage
these state-owned facilities.

Calculated Depreciation
Depreciation, as an element of rent, provides a source of funding for major
renewal and replacement projects that are required to keep buildings functioning
properly.

Reallocated General Fund dollars

Current general fund dollars expended on these facilities from DOT/PF, DOA
and other agency budgets will continue to be expended on these facilities. As
noted earlier, the budget transaction is a transfer from the DOT/PF and DOA
budgets to the tenant agencies for payment of facility rent costs.

inoislative Facilities Rent Info-12-991 page 3
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State, second union agree pn planﬁrpay ralses

Largest unlroen i
orapossﬂsalp P %< ’

By CATHY BROWN

TNIJUNIAU IMAM
Tho second or 12 stnto employ-
ees' unions tins renched fl tenintlvo
Inbor contract with tho stnto.
Another union, mcnnwhlle, is
(mining workplace lenders for n
possible strike. 1
Tho Mnstors Mntos nnd Pilots
union tentatively ngrced to n llirco-
yenr pneknge Hint provides a $1,200
lump sum payment to each mem-
ber on July 31. The deal.thcn pro-
vides n 2 percent raise InJuly 2001
and n 3 percent rnlsc InJuly 2002.
Tho ngrcemont, which still must
be ratified by the union's members
and funded by Iho Legislature, also

Lost on the troll: Fairbanks Dait-
ly Nows-Miner City Editor Rod
Boyce, one of 18 mushers in the
Tustumono 200 trail race, has
baen missing sinco Saturday.

Search

Increases the stntc's contributions
to each employee’s health insur-
ance.

« "Tills agreement Indy signifies
n cooperative nnd productive ap-
proach to bargaining by botli par-
ties," Capt. Steve Dcmcroutis said
Ina news release. Dcmeroutls, vice
president of the Pacific Maritime
Region of tho union could not be
rcnched this morning for further
comment

The contract covers about 70
captains, bridge crew nnd deck of-
ficers who work on tho state ferry
system.

"These arc the people who opcr-
ntp the marine highway vessels
nnd these folks stepped up to the
pinte,” Commissioner of Adminis-
tration Bob Poe said. "They're the
first marine unit that has reached
agreement with the state."

GOP

9 Diw% end ro ram
would elnclu edin
State's constitution

By SVEND HOLST

THIJUW TAUIMAM

Flanked by the Legislature's
most conservative members, Sen.
Lyda Green Introduced a measure
Monday that would add the Alaska
Permanent Fund dividend pro-
gram to (he state's constitution.

Senate Joint Resolution 35
would simply move the lawn Insti-
tuting the dividend program nnd
Inflation-proofing mechanism
from the state's statutes to the

Under the deal, the state's con-
tribution to health care will In-
crease by $65 to $515 per month
this summer, then to $575 the fol-
lowing year and $630 in July 2002.
Tho health insurance Increase Is
contingent on the union forming Its
own health plan to be adminis-
tered by the union or n coalition of
unions.

"What we're trying to do Is get
the stntc out of (lie business of
managing health care nnd get It
into employee-managed henlth
care," said Dave Kolvunlcml, assis-
tant commissioner in tho Depart-
mcntof Administration.

The package tentatively agreed
to would cost the state on addition-
al $142,500 in the first year and
$600,700 over (he ftill Ihree years,i
according to the Department of Ad-
ministrate

slate’s constitution.

"Tills is the only step that wo
can take to show Alaskans their
dividends are safe and that the
promise will be kept to protect the
dividend," she said. "Until the per-
manent ftind dividend and infla-
tion-proofing are protected, we will
continue to see a negative reaction
from the public.”

To go into effect, the measure
would need the support of two-
thirds of the House and Senate fol-
lowed by approval by Alaska's
voters. If that's accomplished, it
would tnke the same scries of voles
to reverse the resolution. That,
Green said, would add n high level

UNEAU

Taplin retrial to start May 1 In Ketchikan

JUNEAU - Accused hit-and-run driver Joel Tnnlln lias been

This agrdemdnt’ truIy Si n|f|es a cooperative and
productive approach to bargaining.

Tho Legislature has not taken a
definite position yet on tills and an-
other new labor contract, but leg-
iﬁlptive '{FDEFLS have bid they arc

oS,

.The 8tate'|s,lofl§crfhgr alsimilar
package'to olhcftinlonslt's negoti-
ating witH-tHIS;yfeahl}ubllc Em-
ployees ILbcilVI pccepted a similar
deal ldst.wee”t/irtd 'Kolvunlcml
said h'eSt!xpeots>a-couple other

» D * '

of protection to tho dividend.
, Green sold those two elements
ofthe$27bllllortoll wealth Account
would be proterted from lawmak-
ers by putting the statutes Into the
constitution."." !

However, the measure would not
restrltt the Legislature from using
the eapnfogs of jhc permanent \md
to help pay for government, and the
program would continue.lp be sub-
ject to swings bi tjie stock market.

mina Sept. 14 vote, Alaskans de-
feated an advisory plan that would
have called for the’use of somo of
the Hind's earnings. Green said her

measure Is responsive to the 84 .

percent vote against tho plan, i
1 t MHti* . m

— Capt. Stave Domoroutls

unions will sign on this week.

The largest stnlc employees'
union Is not among them.

Alaska State Employees Associ-
ation leaders said earlier this
month they arc at nn impasse in
negotiations with the stntc and
asked that a mediator be called in.
Talks with a mediator are sched-
uled Monday.

The union membership has nl-
' rcady authorized Its leaders to call

a strike if talks peach impasse or
the Legislature refuses to Bind a
new contract. Tho union sent out
two nows releases in the Inst cou-
ple of weeks indicating Icadnrs are
making strike preparations.

"We've Identified 100 key lead-
ers aroiind the stntc to be what we
call work site coordinators,” ASEA
Business Manager Chuck O'Con-
nell said. "We're going to train
them in the dos and don'ls if we go
oh strike." ,

That doesn't necessarily mean a
strike will occur, he said. "Our ob-
jective is to get a good contract, not
toslrlke.":

,Pbc said the state has In the
past faced strikes nnd lias contin-
gency plans, but "we arc not
presently meeting on how to deal
with a strike," he said.

Hrotectdivichts

j  Standing with Green at n press

conference were Republican Sens.
| Robin Taylor of Wrangell and Jerry
Ward of Anchorage Also showing
support were three of Die four mem-
bers of the conservative republican
minority - Reps. Vic Kohring of
Wasllla, Jerry Sanders of Anchor-
. age and Scott Ogan of Palmer.
i Watching from the wings was
Rep. John Davies, a Fairbanks
Democrat, who said Green's mea-
sure was more about posturing
than protection.

"So far, they're long on rhetoric
and short on solutions," he said.
"It's talking about making a pro-
tection that Is practically already

there. These guys won't talk about
realistic revenues."

-Davies said the same lawmak-
ers who surrounded Green always
talk about cutting budgets, nucl al-
ways seem to be on lho side oppos-
ing any constructive effort to deal
with the state's close to $600 mil-
lion gap between general fund rev-
enues and spending.

He said the Legislature has
been loath to use pc-mnncnl Amd
earnings over the past two
decades. There’s a generally ac-
cepted principal witli lawmakers
nnd the governor that the fund
won't ho touched without voter ap-
proval.

Kennecottwon'tsell Greens Creek

By bill McAllister

thilimiAuranm

The Greens Creek mine bn Ad-

Deccmbcr to test the market value
of the mine.

ttat)hah Al Haaaaa

in Juneau. The mine, located 20

miles west of downtown, lias $77.3
wIIIAN In *>m*ar] UPrtunHu uollin
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SENATE CONCURRENT RESOLUTION NO. Il am
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIRST LEGISLATURE - FIRST SESSION

BY THE SENATE RULES COMMITTEE

Amended: 5/17/99
Introduced: 5/17/99

A RESOLUTION
Relating to legislative review and disapproval of agreements under the Public
Employment Relations Act that exceed net zero cost to the state.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS it is the right and duty of the legislature to review and approve the
monetary terms of any agreement entered into under the authority of the Public Employment
Relations Act; and

WHEREAS the legislature informed the executive branch through Legislative Resolve
34 on May 21, 1997, that the legislature reserved the right to disapprove any agreement that
failed to achieve net zero cost to the state and resulted in increased costs in personal services
as long as general fund revenues remain below expenditures; and

WHEREAS the Department of Administration has entered into agreements during
1999 with various labor organizations under the authority of the Public Employment Relations
Act, including the following and, possibly, including others:

(1) Inlandboatmen's Union;
(2) AVTECTA;
(3) Alaska Public Employees Association;

SCROI1B 1- SCR 11 am
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(4) International Organization of Masters, Mates, and Pilots; and
WHEREAS the Department of Administration has failed to adequately  report the terms
ofthese agreements to the legislature for review and approval;

BE IT RESOLVED that the Alaska State Legislature requires copies of all agreements
executed after June 30, 1998, that modify the terms of collective bargaining agreements,
copies of collective bargaining agreements tentatively agreed to in 1999, and copies of all
work papers and other analyses of the costs of the agreements; and be it

FURTHER RESOLVED that the Alaska State Legislature specifically disapproves
the monetary terms of all agreements, including but not limited to employer contributions to
health benefits, that the Department of Administration may have entered into during 1999
under the authority of the Public Employment Relations Act; and be it

FURTHER RESOLVED that the legislature by this action refusesto appropriate any
state funds to satisfy the terms of any agreement entered into during 1999 under the authority

of the Public Employment Relations Act if the agreement has not been approved by the

legislature under AS 23.40.215.

SCR 11 am SCRO011B
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HCS FOR CS FOR SENATE CONCURRENT RESOLUTION NO. 16(RLS) am H
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTIETH LEGISLATURE - FIRST SESSION

HY THE HOUSE RULES COMMITTEE

Amended: 5/11/97
Offered: 5/10/97

Sponsors):  SENATE FINANCE COMMITTEE

A RESOLUTION
Urging the state executive branch administration, University of Alaska

administration, and Alaska Court System administration to negotiate collective

bargaining agreements that result in a net zero cost increase.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS the legislature has declared that it is the public policy of the state to
promote harmonious and cooperative relations between government and its employees; and

WHEREAS it is the responsibility of the state executive branch administration,
university administration, and court system administration to negotiate and enter into collective
bargaining agreements with the representatives of their employees; and

WHEREAS the legislature acknowledges that recurring revenues continue to fall short
of recurring expenditures in the long term; and

WHEREAS the legislature is completing the second year of a five-year financial plan
in an effort m close the fiscal gap between revenues and expenditures; and

WHEREAS the legislature finds it is not advisable to increase the cost of personal

services in a time of deficit spending; and

WHEREAS the United States Department of Labor in 1993 reported that Alaska

SCRO16d 4 HCS CSSCR 16(RLS) am Il
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public sector wages are 144 percent of the national average; and

WHEREAS the United States Department of Commerce in 1993 reported that average
Alaska state and local government salaries are 30.7 percent above the private sector; and

WHEREAS the state Department of Administration reported in 1994 that state
employees are adequately compensated and may be ahead of the market for most job
classifications; and

WHEREAS the Long Range Financial Planning Commission recommended the
enactment of a tier 111 retirement system, the revision of geographic differentials, collective
bargaining agreements based on market conditions, and an examination of publicly funded
health plans to reduce personal services costs to the state; and

WHEREAS the legislature has appropriated funds to conduct an independent, objective
study comparing state employees’ pay and benefits with comparable private industry
employees’ pay and benefits; and

WHEREAS this salary and benefit study will further aid the state in responsible
negotiations by providing a comparison on which to base future costs of personal services;

BE IT RESOLVED that the Alaska State Legislature urges the current state executive
branch a ministration, university administration, and Alaska Court System administration to
negotiate collective bargaining agreements that result in a net zero cost increase through
reducing salaries, reducing benefits to pay increased salaries, implementing a two-tier salary
structure, restructuring publicly funded health plans, or other methods; and be it

FURTHER RESOLVED that, if general fund revenues remain below expenditures,
the Alaska State Legislature reserves the right to disapprove the monetary terms of any
collective bargaining agreement that results in an increased cost of personal services.
« * COPIES of this resolution shall be sent to the Honorable Tony Knowles, Governor,
State of Alaska; the Honorable Mark Boyer, Commissioner, Department ol Administration;

Jerome Komisar, President, University of Alaska; and Stephanie J. Cole, Administrative

Director, Alaska Court System.

HCS CSSCR 16(RLS) ani H SCRO16d



Current Collective U.itimim-4 Agreements

Indexed below are links to the current
collective bargamm% agreements between the
State of Alaska and the various bargaining
units representing organized stale employees.

Many of the documents listed in the index
below are in the Portable Document format
(.pdf). To view these documents, you will need
to down load and use Adobe Acrobat or a
similar reader.

Adobe Acrobat is distributed freely to users
and can be down loaded by following

Gt Aoraat yL.

ini;’ www stjtc.tk.us local akpa;:e< ADMIN lalvel c«n:::ul In

Many of these documents are large. Tho time
required for reviewing or down IoadlnF can
be lengthy. The electronic documents listed

below are not intended to supplant the signed

originals.

Once you have down loaded and installed the
reader, configure your browser using the
appropriate options or settings file so that
your browser automatically opens documents
with the ".pdf suffix.

If you have questions, contact your local
system administrator or study your browser
instructions.

These documents are presented as a convenience. Livery effort has been made to post and maintain current
contract Ian(};]uage, however these electronic documents are not intended to re?lace the "official" printed

version. In t _ e
the appropriate collective bargaining agreement.

Alaska Vocational
Technical Center
Teachers I'nit

International Oruani/alion of
Masters. Males cVPilots

Alveska Central School

Confidential limplovees
Association

Mari lie linuineer's Beneficial
Association

- f.vA-L

General Government Unit

e event of a dispute involving contract language, the reader is re

Inlandboatmen's | Inion
_representinu the
[hilicensed Marine Init

Labor. Trades and Crafts | mil

erred to an official copy ol

MI. liduecnmbc Teachers
Unit

Correctional Ol'flcers
~Unit
Public Saley Employee
Association

Slate Troopers | tnt
Public Sal'cv Employee
Assoclation

Supervisory (init

—WM

Homo |SMe of Alaska | Administration | Division oftN;r.;<tunt.’| | E-mail | Webmaster

This poey is maintained hy the l.ahor Relations Section
M ail i/neslions nnd comments to \fik<' l.esnninn
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- - In the News ~

KNOWLES ADMINISTRATION AND LOCAL 71 REACH AGREEMENT
Public Employees' Team Approves Wage & Benefit Package

January 26.2000

Release 00-022

Wilh negotiations either ongaing or scheduled this year with all twelve hargaining
units representin sﬁate employees, the Knowles Adm|n|straHon has reachied
agreem nt with Public Employees [ocal 71, AFL-CIO on a threg-year
compensation package. The tentative a(};reement now goes to the'labor, trades,

and crafts union's membership for a ratification vote.

"We appreciate the dedica%e,d J)ubli service delivered around the clock, 365days
a |%/ear, In evgry corn%r of this state %he,meerers of Ii_ocgl 71" Gov, Tong ,
Knowles said. "'They have joined us In facing the task of reducing costs and being

comgehgye. Tgee onomic Packa e represented in this at[]reementl falr,
reasonable, and entirely warranted. I'murging the Legislature to fund this

good-faith agreement.”
Negotiators agreed on the state's top priorities v/ith all bargaining units:

Three year agreement with no wage reopeners;Letter of a%reement_on
modernization of work force: Work toward a union- or coalition-administered
health insurance trust RLocal 71 already has a health insurance trust);
Incorporation of the state's "Workplace Alaska" hiring system.

State and Local 71 bargaining teams also agreed to an economic package,
mcludmgaSlZOOlumg sumpayment to be paid July 31, 2000 A"2percent pay

scale increase becomes effective July 1 with another 3percent increase

effective Jul Iso, beginnirg. Jul the state’s contributjon to
each empIo;yeg‘s eathp}nsurangce vvﬂrqmc ealse y S2010 S5/0 per montlw, then

0
590 the following year and 630 the year after.

Finally, effective July 1 2002 employees with 15years of service who have been
at steEDfor two yegrsl vwzl%x?gcewg ar¥ additional sgrvme onus step E, 3percent

above the pay for step D. The agreement extends to June 30 with no
provisions for wage reopeners.

F?Ilovving a Tuesda ,meetin% with Gov. Kn?wles and Lieutenant Gov. Fran
Ulmer, Local 718u§|n,ess M naqer Don Valesko said, "] want to t ?nk the .
governor and his Administration Tor recognizing the hard work and fine service

our mempers. . .
Prowde tﬁe Itizens (?f the State of Alaska. The new a%re ment provides stab|l|t¥
0r our memoers and a chance for them to keep up with the incieases in the cost

of living.”

Valesko also noted Local 71 members’ positive response to continued state
budget cuts. "Our members' productivity has gone Up considerably over the years
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as they face working with fewer resources and considerably 'ess personnel.”

Of Local 71's 21000 mempbers, about 1500work for the Stafe of Alaska, incluging
highway, airport, and building maintenance workers, snowplow operators, an
food service and custodial workers in Alaska's pioneers* homes and the Alaska
Psychiatric Institute. The glan will cost an estimated S22 million in ttie first year,

with a three-year cost of 5104 million,

Contact: Bab King, Press Secretary, (907) 465-39%
Claire Richardson. Deputy Press Secretary, (907) 465-39%
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With negotiations between the State ol'Alaska and all state employee hargaining
units either currently underway or set to resume within the next lew weeks,
Administration Commissioner Bob Poe announced agreement with labor leaders
on aset of guiding ﬁrmmples for reaching fair and equitable contracts for Alaska’s

state workforce in the new century.

"To have a well run, efficient slate government, we need to hire and retain the best
workers, and that means Alaska must be competitive on the national labor market."
Poe said. "These principles, established by Gov. Knowles, set the tone for reaching
terms with all state employees by recognizing the realities of the current workplace
and the real wage losses experienced by slate workers in recent years."

Agreement by state employee union leaders to these principles is intended to help
reach a fair and equitable long-term contract that meets Alaska's needs as we move
into the new century. Poe met with the leaders of employee hargaining units in
Juneau today to discuss the governor's principles to guide state negotiators tow ard
reaching an economic package with the unions this year:

- Plan for the state workforce of the future -While Alaska's g%pulatilon
continues to grow, the number of 20to 34-year olds declined 58,000 in the
Fast seven Kears. Many of these young workers are leaving the state for the
lower 48 where wages and salaries are rising. We must maintain and
improve our ability to attract and retain younger workers as present
employees plan for retirement. _ _ .

« Reality of health care costs - Benefit packages are crucial to retaining
employees hut the stale's contributions to health care costs lag behind those
offered by the municipalities ofAnchorage, Fairbanks, and Juneau, and the
Mat-Su and Kenai Peninsula Boroughs. Stale employees pay an average of
SI 34 per month to match a state contribution of more than 5488, In contrast,
employees in those live major municipalities and boroughs pay nothing or as
little a5 S17per month to match employer contributions of up to $600.

+ Fair compensation in light of past losses -_A study by Northern Economics
found the real earnings (wages adjusted for inflation) of state employees
dropped by 136 percent between 19% and 199S, while the real earnings in
the private sector in Alaska dropped only 03 percent and the real earnings ol
federal employees in Alaska increased 9.9 percent. This disparity makes it
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increasingly difficult to recruit ami retain skilled state workers.

» Recognizes demands of a smaller, modernized goverr]mgnt'-Through the
use of new technology and other advances, ?overnment is finding ways to
serve the public more efficiently. Additionally, Alaska’s state budget
situation 1 heIp|n19_d_r|ve the services state agencies provide to become
leaner and more efficient. According to the Cato Institute, a conservative
think-tank, Alaska is the only state in the nation to have cut its budget in the

1990's,

" applaud Gov. Knowles for recognizing these issues and his respect for all
represented state employees by negotiating much needed pay and henefit
improvements, while at the same time honoring the collective bargaining process
and the mutually agreed to bargaining rules between the administration and the
individual unions." said Vlano Frey, executive president of the AFI./CIO.

Contract talks are presently underway with the General Government Unit of the
Alaska State Employee Association and the bargalnmg unit representing Masters.
Mates and Pilots on the Marine Ilighway System. Talks are set to resume over the
next two weeks with all other bargaining units, including those who reached
contract terms last year with provisions to allow reopening of negotiations on

specilie items,

"State employees are hard working individuals who serve Alaska \cry well." Poe
said. "Thev are our friends and neighbors, and customers to most Alaska -
businesses. These employees deserve a fair and equitable contract. Thai's important
not just for them, it's important for the residents and businesses that depend on
state services or work with state agencies on a re?ular basis. The competition for
quality employees is lierce today; the future of Alaska depends on attracting and

retaining a strong and al' le workforce."
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ALASKA STATE LEGISLATURE

HOUSE LABOR AND COMMERCE COMMITTEE

State Capitol

Juneau, AK 99801-1 182
Telephone; (907) 465-1954
Fax: (907)465-2040

Representative Norman Rokebcrg, Chairman
Representative Andrew Halcro, Vice-Chairman
Representative John Harris

Representative Lisa Murkowski
Representative Jerry Sanders

Representative Tom Brice

Representative Sharon Cissna

January 24,2000

Commissioner Bob Poe

Department of Administration FAX: 465-2135
PO Box 110200 MS 0200

Juneau, AK 99811-0200

Dear Commissioner Poe:

This will confirm your appearance before the House Labor & Commerce Committee on Wednesday, February 2,
2000, 3:15 p.m., Capitol Building Room 17. | appreciate your taking the time to talk to the Committee about issues

that concern us.

I would like a discussion of the following matters:

a. Current status o f state employee labor contracts and negotiations (as much as you can discuss).
b. Overview of the insurance covering each bargaining unit.
C. In depth discussion of the insurance covering a major portion o f state employees (i.e., GGU,

exempt employees, etc.). With regard to the state health insurance, | would like to know:
I Numberofcovered lives (which includes the member and any dependents) broken down
by retirees and active employees
i, Amount of claims paid (latest fiscal year you have)
ii. Amount of premiums received (latest fiscal year you have)
IV, Historical data including the amount that the state used to pay into the CHIAA account
V. Impact o f mandates on health insurance premiums
Vi, Discussion of decision on acceptance o f mandates and who decides whether or not a
mandate is accepted. As | understand the Stale does not have to follow me mandates as it
is now a self-insured plan under ERISA.
d. Y 2K comments.
. Leases

. Number and cost of leases
i, Status o fsquare footage leases (up or down compared to
previous years)
i, Overview ofbudget rental plan (charging agencies rent, improvements sinking fund,
surcharge on rent, anticipated cost, anticipated savings)
f. Other items you may wish to bring before the committee.

Again, thank you for your consideration of my request. | look forward to your presentation. If you have any written
material for the commiltec to review, please have a copy of it to my office (Room 24, Capitol) by noon on Monday.
January 31M Ifyou bring handouts to the meeting itself, please provide 20 copies o f each document to my

committee assistant, Janet Seitz.

Sincerely,

Representative Norman Rokebcrg
Chairman, House Labor & Commefce Committee
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The Knowles administration
has reached a tentative agree-—
ment with the first of the dozen
unions it is negotiating contracts
with this year.

The tentative three-year con-—
tract with Public Employees Local
71 provides $1200 payments to all
members this July, followed by a
2 percent raise in the pay scale in
2001 and a 3 percent raise in 2002.

Under the deal, the state also
agrees to contribute more to em-—
ployees’ health insurance.

The contract, approved by
union leadership, still has to be
ratified by the members of the la—
bor, trades and crafts union. The
additional costs to the state also
have to be approved by the state
Legislature.

New costs of the deal will total
about $2.2 million in the first year
and a total of $10.4 million over
the three years of the contract, ac—
cording to state Commissioner of
Administration Bob Poe.

“The economic package repre—
sented in this agreement is fair,
reasonable and entirely warrant—
ed,"” Gov. Tony Knowles said in a
news release.

Legislative leaders have ex-—
pressed a reluctance to spend
more on employee contracts be—
cause the state already faces a
gap between revenues and

Plouso 300 Union, Pago 8

Union...

Continued from Pago 1
spending.

Sen. Sean Parnell, co-chairman
of the Senate Finance Committee,
didn't make a firm commitment
today on whether the Legislature
would or wouldn’t fund the deal
with Local 71.

"It sounds like an expensive in—
crease, but we want to take a look
at the new contract, and basically
we'll see how it fits into the budget
plans,” he said. "At this point |
hesitate to go further than that be—
cause we just haven't looked at
anything other than the press re—
lease."

Union members received no
pay increase last year and re—
ceived raises at half the rate of in—
flation the three years before that,
said Poe.

"1f you want to have capable
state employees who are able to do
more with less you have to
hire very capable people, and you
have to keep them, and that
means you have to compensate
them fairly," he said.

The union represents highway,
airport and building maintenance
workers, snowplow operators and
food service and custodial workers
in the state's pioneers' homes.

"The new agreement provides
stability for our members nnd a
chance for them to keep up with
the increases in the cost of living,"
Local 71 Business Manager Pon

Valesko said in a news release.

Of Local 71's 2,000 members,
about 1,500 work for the state.
About 250 work in Southeast Alas—
ka and roughly 100 of those are in
Juneau, Valesko said.

In addition to the increases in
base pay, those workers with 15
years of service who have been at
the top of the pay scale for two
years will be able to move up to a
new step on the scale, which will
provide them with an additional 3
percent increase.

Under the tentative contract,

the state's contribution to union
members’ health insurance will go
from $551per month to $570 start—
ing July 1 That will increase to
$590 the following year and $G30
the year after.

The state is offering similar
packages to the other 11 unions it's
negotiating with this year. Poo
said agreements with some of
those unions are imminent.

He wouldn’t say what the cost
to the state would be if all tho
unions agreed to similar con-—
tracts.
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Department of Commerce and Economic Development

Commissioner: Deborah Sedwick
Tel: (907) 465-2500 Fax: (907) 465-5442 E-mail: debb|e_sedW|ck@commerce.state.ak.us

Administrative Services Director; Tom Lawson
Tel: (907) 465-2506 Fax: (907) 465-2563 E-mail: tom_Iawson@commerce.state.ak.us

Department Mission

To work with the private sector and our communities in creating newjobs for Alaskans, strengthening Alaska's
com;t)eunveness in the world marketplace, and maintaining a fair arid"consistent business regulatory environment in

the state.

Department Goals and Strategies for FY2000

1 Work with the private sector and communities in creating new jobs for Alaskans.

Facilitate the exchangre] dof information hetween Alaska exporters and potential customers through business

Intelligence services and trade practice assistance. o

Partnér with other state ? encies, private busmes?es and local governments to identify and develop

opportunities for regional and local economic gevelopment. , o ,
e Work with the GoveLnor's Jobs Cabinet in seeking solutions and strategies for improving the economic

climate In rural Alaska. , , _ ,
Help restore the tinancial health of the Alaska salmon mdlystlray by implementing recommendations from the
n.

Governor's Salmon Foryms and the Salmon Cabinetwor ? , ,
Encourage new international and domestic air carriers to use Alaska as a passenger and freight delivery

oint. , : y
Pncrease the use of Alaska's highways and roads by independent visitors, ,
* Develop and implement targeted tourism marketing programs to expand Alaska's tourist season and increase

Visits to rural Alaska. , , , , _ o
* Assist with special team efforts in economically distressed re?mns of the state, m,cludm% participating in the
economic recovery phase of the State's response to the Western Alaska economic disaster.

2 Marketing Alaska-Sell Alaska's goods and services throughout the world.

Raise national and international awareness of Alaska as a tourist destination and increase the consumption of

Alaska seafood produc.s through generic and targeted marketing. N
Continue the Governor's Business J%portunlt|e?_ _roﬁram under which the Governor, Commissioner and

other Alaskans visit corporate hoardrooms to solicit investment in Algska.

. P?mmpate In special é)omotlons and presentations, trade shows and seminars to raise the visibility of -
Alaskg as a good Ela e to do business.

Organize and conduct husiness trade missions to expand product sales in current markets and develop new

markets, o .
Make nformation on Alaska's economy, goods and services, investment opportunities, and departmental

databases available on the Inernet. .
Expand public’s a ﬁlty to obtain erartment services through the Internet.

3 Maintain a fair and consistent business regulatory environment in the state.

Assist businesses and consumers by the database of licensed professionals, corporations, and

lacin
Insurance carriers on the Internit, JﬂCIE mgﬁnformat;on apout dISCIPhne Iy actions, "
« Expedite the conversion of Alaska's telecommunications industry from a monopoly-based to a competitive,

p
market-based mdgstry Ttructure, whH,e_guaranteem? universal access toservice, ~ L
Create simple Is%l -explanatory securities, corporations, insurance, and occupational licensing applications
a

and forms available on the Intémet to reduce fequests for staff assistance.

FY2000 Governor as of 12/15/1998 Page 4 Printed: 01/15/1999 2:20 PM
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Department of Commerce and Economic Development

Key Department Issues for FY1999 - 2000

Invest

The ?ack oﬁrsh dunn the 1997and seasons in man parts ofthe state, especralliu Bristol Bay and the
YukoP/Kuskokwrm region, has resulte any Co merc Frshrnlg gvolvrng Loan and Fisheries Enhancement
Revo vrn%n 0an extension requests. T rsronvvr continue to provide outréach In communities offering a range of

financial and technical assrstance Services.

Trade and Development

Te rvrsr%n will focus on seatood and other natura| resource markets in Ja1pan Korea and the Peo IesRePubIrcof
China, with increased emphasis on Tarwan The division will seek to identify ang facjlitate export opportunjties jn

other markets within Asra Europe and with Canada. Actrvrtres in Sakhalin, ussra will continye to emphasize ojl and

?as support services.. The division will tar%et new and emerging, markets for Alaska goods and services, particularly

rom rural Alaska, while strengthenrng established domestic'and overseas markets.

ﬁ dS Ivision will emphasize. increased road and marine highway traffic and ajr access to Alaska, elrmrnatron of trade

[riers, rncreased wrnte visitation and promotions, and greater access 1o Alaska’s public lands to disperse the
? effects of tourism. T [aska Tourism M parketrn Counchwrﬁ again havealrmrtedi)Poadlcast schedut f?O%Pess than

FY94) so that drstnbutron of the State Vacation Planner can conitinue.

Alaska Seatood Marketing Institute
As worldwrde farmed salmon roductron and m?rketrnd gfforts | rncreas% ASMI will use innovative and creative
methads to enerftte rnterna\r na awarenesi the Intrinsic dualrtres ealth benefits, and sustarnabe mana ement
of wild and natural Alaska salmon. ASMI Wil workwrth the Alaska seafood industry to form a long-term rE)art ership of
commitment to improve %roduct qua rtu work towards new product forms, develop new markets (i.e.,China/Hong
Kong and Taiwan), and maintain strong relationships with existing markets.

Alaska Aerospace Development Corporation
The Kodiak Launch Complex will be completed for commercial launches inthe Fall of 1999

Iaska Public UtrIrt!(es Commission
The APUC wil| work closgly wit desrrrtnated Iegrslatrve committees to study the f srbrlrtru of reducrn ctric costs by
restructuring the market for electric utllity service in Alaska. The Commission will hire ad make av e tothe

legislature & neutral outside consultant to assist the work,

Banking, Secuntres and Corporations
i Congress asseg FeNatronaI Securjties Markets Improvement Act (NCMIA).  This Act results in significant

changes in both the re?rstratron of securities (creating a new class offederally regulated seeurrtres and those who
mark8t them. States are required to amend their sectrities laws to conform to thése edera chandes by October
1999 and the division will seek changes to the Alaska Securities Act required by feoeral law in the Iegr lative session
beginning in Januani1999These changes,to State law are required to nable laska to continue to Collect
approximately $b million annually in notice fees.

Major Department Accomplishments for FY199B

Conducted first launch from the Kodiak Launch Complex for the US Air Force's atmospheric interceptor

technol og pro%ram n ovem ber 1998
Began generating clean coa fired electricity for Alaskans at the Healy Clean Coal Project while operating in

the dem nstratron festing p é"
. Acqurred) the Snettisham” Hydroelectric Project from the federal Hovernment helpi 8§%to nsure a stable en(frgy
source for long-term economic growth in trie Juneau area. Sneftisham provides 85%of Juneau's electrica

|ncrrnged number of re%ests for Alaska travel information b rou
o (reate d] d Bristol Bay/Kuskokwim Disaster Loan Program ith Tederal mone?/ Brovrdrng
permit holders w oneeded help covering living expenses because of a disastrous salmon

ghly 75%wrthout rncreasrng budget.
| loans to
£ason.
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Department of Commerce and Economic Development

Be?an issui,n% and renewing business licenses via the internet. Am)licants, may qbtain a business license

Ins an’[g u(fm a credit card at the Division ongcu ational Licens g"Busmess Online" web site.
ted the Marketing Alaska project. Based ori the report recommendations, changes were made

L
om roject ,
gt]g?u Sgt;gu(t) rsttatesgoveergllre gnt to support the private sectcPr ahg help strengthen the state’s economy. A final
e Or amze% anmeﬂftﬁe Second Annual Salmon Forum, to help the salmon industry develop strategies for
c0 mg with changing world markets and industry conditions, ,
Worked with othér agencies to organize and hold successful Procyrement Conferences in Anchorage,
Juneau, and Fairbanks to show thie private sector how Alaska businesses can sell goods and services to the
state qo ernment. . . . .
« Attracted "junior mmmg companies to Alaska. The number increased from four the previous gear,tol?u
Introduced potential customers to Alaskan goods and services through missions and'trade shows in Alaska,
Japan, Kogea and Taiwan, , o
Pro ucgd_ Irst-ever nauonﬂ television commercial f?r the Alaska Marine H|ghwa?</ System.
* Adopted first-ever comprenensive Internet strategy 1or marketing tourism to"Alaska.
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DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT
HOUSE LABOR & COMMERCE COMMITTEE OVERVIEW
Feb.10,1999

Members: Norman Rokeberg, Chair, Andrew Halcro, vice-chair, John Harris, Lisa Murkowski, Jerry
Sanders, Tom Brice, Sharon Cissna

Thank you for inviting me today. | look forward to working with you as we pass constructive legislation
for improving commerce and economic development in Alaska. The primary goal of the Department of
Commerce and Economic Development is to promote an active, healthy and expanding business
community. This goal is accomplished through two main tasks: consumer protection through regulation
of business; and economic development thrmigh advocacy programs which develop, strengthen, and
diversify Alaska’s economic base, increase employment opportunities, and stimulate private enterprise.

Overview of Divisions/Agencies

Since you have four new members on the committee, 1°d like to take a moment to give you a little
background on the department. We are extremely diverse.

The department directs Alaska’s business regulatory, economic development and international trade
programs, and is responsible for economic development advocacy and marketing in oil and gas,
fishing, timber, minerals, tourism, international trade, and other services and industries. The
department maintains international trade contractors in seven (7) nations, provides infrastructure
financing, and regulates banking, securities, insurance, and professional occupations. The
department is comprised of seven (7) line divisions and seven (7) independent organizations
governed by boards and commissions. In addition, | sit on twelve (12) boards and councils.

Public Protection Functions

» The Division of Insurance is responsible for regulation of all aspects of the insurance industry
in the state. The mission of the division is to protect and serve Alaska by developing,
interpreting and enforcing the insurance statutes and regulations, protecting and educating the
Alaskan consumer, and enhancing the insurance business environment.

« The Division of Banking, Securities and Corporations regulates state-chartered financial
institutions; administers and enforces state security laws, including enforcement of proxy
solicitation rules for Alaska native corporations and the licensing of broker/dealers and
investment advisors; and administers laws relating to the formation and filing of corporations,
limited partnerships, limited liability companies and partnerships, BIDCOs, and other

associations.

« The Division of Occupational Licensing issues all business licenses and serves as the central
professional licensing agency for the state. The division provides licensing, enforcement,
administrative and budgetary services to 21 licensing boards and 16 occupational licensing
programs without boards. At the start of Fiscal Year 1999, the division was responsible for over
37,000 professional licenses and over 73,000 business licenses.



* The Alaska Public Utilities Commission regulates public utilities by certifying qualified
providers of public utility and pipeline services; and ensuring that they provide safe and adequate
services and facilities atjust and reasonable rates, terms, and conditions. The commission also
determines the eligibility and the per kilowatt-hour support for electric utilities under the Power

Cost Equalization program.
General Government Functions

» The Division of Administrative Services serves the internal administrative needs of the
department through management guidance, accounting, budget development, purchasing,
property control, data processing, and human resources services.

Economic Development Functions

» The role of my office is to provide leadership, set department priorities and policy, and is the
Governor’s direct liaison to the department. In addition to program responsibilities, | serve on the

following boards and commissions:

Alaska Aerospace Development Corporation

Alaska Coastal Policy Council

Alaska Industrial Development and Export Authority
Alaska Energy Authority

Alaska Railroad Corporation

Alaska Royalty Oil and Gas Development Advisory Board
Alaska Student Loan Corporation

Board of Marine Pilots

Oil and Gas Policy Council

Power Project Loan Committee

Prince William Sound Oil Spill Recovery Institute Advisory Board
State Bond Committee

Telecommunications Information Council

My major goals are to diversify Alaska's economic base to benefit all Alaskans, market Alaska's
commercial opportunities and geographic advantages to the rest of the nation and the global
business community, strengthen Alaska's businesses, and protect Alaska's citizens and

businesses.

e The mission of the Division of Trade and Development (DTD) is to encourage investment and
sound economic development throughout Alaska. DTD’s efforts are a key part of the State of
Alaska’s overall economic development strategy to increase employment and diversify our

economic base.

e The Division of Investments promotes economic development through direct state lending
within those industries that are not adequately serviced by the private sector. The division
administers three (3) loan programs that are actively lending: Commercial Fishing, Fisheries
Enhancement, and Small Business Economic Development; and services outstanding loans in
eight (8) other loan programs for the department: Veterans, Small Business, Historical District,
Child Care Facility, Residential Energy Conservation, Alternative Energy, Mining, and Water

Resources.



e The Division of Tourism supports the growth of Alaska’s private tourism industry by fostering a
climate for doing business that is positive; developing new markets for potential visitors;
conducting research; creating opportunities for Alaska businesses to make business contacts that
would otherwise have been impossible to make; and providing information to potential visitors
that will assist them in their trip planning.

 The Alaska Tourism Marketing Council (ATMC) is a public/private partnership whose
mission is to stimulate economic growth, diversification, and employment by promoting Alaska
as a visitor destination in domestic consumer markets. To achieve this mission, the ATMC
conducts a targeted national marketing program aimed at U.S. and Canadian markets determined
to have the greatest potential for producing new and repeat visitors.

 The Alaska Industrial Development and Export Authority (AIDEA) is a public corporation
which provides capital to finance economic growth in Alaska. Through a variety of programs,
generally described as the "Credit" and "Development™" programs, AIDEA provides business
financing assistance to industrial, manufacturing, and other business enterprises.

* The Alaska Seafood Marketing Institute (ASMI) generically promotes all species of Alaska
seafood worldwide and works to improve seafood quality to enhance profitability and growth for

the Alaska seafood industry.

 The Alaska Aerospace Development Corporation (AADC) is a public corporation created by
the Alaska State Legislature to develop aerospace related economic and technical opportunities.
AADC is working with private corporations, government agencies, and universities to develop a
comprehensive low earth orbit launch complex and full service satellite ground station facilities.
The Kodiak Launch Complex will be located on Kodiak Island and ground station activities will
be concentrated in Fairbanks. The facility conducted its first launch in November 1998.

e« The Alaska Science and Technology Foundation (ASTF) is a public corporation of the State
of Alaska formed to promote the development and application of science and technology for the

direct benefit of Alaskans.

 The Alaska Railroad Corporation (AS 42.40) operates and manages the Alaska Railroad,
which the federal government sold to the state in 1985. It is a public corporation with a legal
existence independent of and separate from the state

Budget

The department’s total FY 2000 operating budget request, representing all funding sources, is
approximately $57.4 million. The department’s unrestricted general fund budget request is $7.8 million,
less than 1/2 of 1% of the total State unrestricted general fund budget. These general funds are almost
entirely within the Divisions of Trade and Development, Tourism, and Alaska Tourism Marketing

Council budgets.
Issues and Legislation

Sunsets:

Direct-Entry Midwives,

Board of Marine Pilots,

Board of Pharmacy,

Alaska Public Utilities Commission



We want to thank you for already hearing and passing out the Midwives and Marine Pilots bills. 1t is
nice to move these important but rather routine housekeeping matters out of the way before everyone
gets very busy with the budget. We will work closely with you on any issues that come up pertaining to
the Public Utilities Commission or the Board of Pharmacy bill.

We also want to thank you for introducing the Securities Act and scheduling it next week for a hearing.
That bill is a result of the National Securities Markets Improvement Act (NSMIA) passed in October
1996. Two major impacts from NSMIA on Alaska are preemption from registration of a new class of
securities, Federal Covered Securities, and changes to registration requirements of Investment Advisers

and their agents.

Federal Covered Securities, for the most part mutual funds, are no longer required to register in Alaska.
However, in an attempt to have a revenue neutral impact on the states and to preserve local investor
protection, Congress allowed the states to require notice filings and fees. NSMIA provides a three-
year window for the states to amend their statutes to provide for Notice filings and Notice fees or lose
the authority to require them. Without this legislation by October 1999, Alaska would lose between
$4-5 million in annual revenue funds for the purpose of investor protection. Over 40 states already

have passed similar legislation.

We are also working on an Alaska trust bill and a corporate names filings bill. These have not been
introduced yet but are likely to come to your committee. The trust bill addresses the problems of the
current Trust Company Act that dates back to 1949 and has undergone virtually no changes since. In its
current context, it has become increasingly evident over the past few years that it is not a functional act.

In the past 11 years the division has chartered only two trust companies, both of which were organized
within the past two years. During the process it became apparent that the Act was lacking in many
respects. In most instances the division had to improvise by using the processes of the Alaska Banking
Code (AS 06.05) for guidance in the formation and organization of the entity. This proposed legislation
would be a tool to enhance the process of formation, operation, supervision and regulation of the trust

industry in Alaska.

The proposed names filing bill is drafted to change the current name availability standards under which
business entities are allowed to file names with the State of Alaska, from three conflicting guidelines to
one. As a result of the difference in the current guidelines, many conflicts arise each year between
different business entities within Alaska. Some of these private name conflicts ultimately result in a
conflict with the State of Alaska if an entity believes a name was filed inappropriately. We would like to

be out of the business of name disputes.



YEAR 2000 . _ADJNESS STATUS - - AS OF DE1 .t/IBER 1998

\
%
DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT

OVERALL ST AT U S e e YELLOW1

» Department is making satisfactory progress and is ahead of the estimated
failure dates for the automation systems supporting its MCBF's. No problems

expected.

* Department-wide Y2K contingency plan in place.

STATUS OF MISSION-CRmMmCAL BUSINESS FUNCTION (MCBF):
1. Investment Loans ServiCiNg....cccoiiiiiiiiiieii e BELLOW

* Mortgage Loans Extended system and Loans Online Information
System both 100% completed for Assessment and Planning Stage, and

80% completed with Remediation Stage. Critical suppliers are
identified (KeyBank LockBox Services and electrical utilities), and

contingency plans for them are in place.

2. Alaska RailrOad. . ... e e YELLOW

* Assessment and planning for main automation systems are 100%
completed. Remediation is functionally 100% completed, with systems
having been upgraded or replaced. Testing is 100% completed in four
major systems and 90% completed for the fifth. Compliance work on
embedded systems (signal systems, events recorders, phone/fax/radio

controllers) is 100% completed.

3. Bradley Lake HYdrO.....coooiiiiiiiii e YELLOW
* Assessment and planning for all systems are 100% completed.

* Remediation is functionally 100% completed. Strategy (per normal
operations) calls for replacement or manual override of relays, control

1 RED: Given current status and constraints, itis unlikely this MCBF will be Year 2000 compliant
prior to its estimated failure date.

YELLOW: Given current status and constraints, this MCBF should be Year 2000 compliant one
month prior to its estimated failure date.

GREEN:  This MCBF is Year 2000 compliant, and an approved contingency plan is in place.



systems _.td other parts if problems occur. August© procedures, on=
site personnel, and inventory of replacement parts and equipment are

all in place. - *

* Y2K-compliant verifications already received from most suppliers.

* Pilot-site testing of SCADA and maintenance management systems is
scheduled for January 1999, with completion by 6/30/99 and results
applied to other hydro sites and Alaska Intertie as needed.

4. Four-Dam PoOOl HYdrO...cou e YELLOW

® (Same as above.)

5. Larsen Bay HYdrO. ... YELLOW
* (Same as above.)

T N = 1 1= N (1 = =P YELLOW
* (Same as above.)

7. AIDEA LOAN SEIVICING ettt et e e e eneenas YELLOW

* Assessment and Planning for main automation systems (MLS system
and Dynamics interface) are 100% completed, with remediation also
100% completed. Testing and implementation are both 80%
completed.

* Remediation of desktop computers, LAN systems, and WAN links are
50% remediated, with testing and implementation also 50% completed.
8.  DeSKIOP/LANS/WAN . ..o e e e e aae e YELLOW
* Assessment and planning for departmental systems supporting

mission-critical business functions are 100% completed, with
remediation 30% completed.

Y2K FUNDING REQUIREMENT: $75,000

. $ 75,000 - Alaska Public Utilities Commission Y2K Assessment



Department of Commerce and Economic Development Home Page wysiwyg://4/hitp:/lwww.commerce state.ak.us.

Text Only | Site Map | FAQs | Mission Statement | Contact Us

Governor's Home Page
Alaska State Home Page
Other State Departments

Commissioner | WeKjre-to-Woik | WoikStjr Initiatk/e | Marketing Alaska | Business Licensing

Chuck Out tho Department's Nowost Featuro!

Current T opics 'B%]H(?égﬂgg{\gn ﬁ)

U.S. Energy Department Provides S5 Million for
Snettisham Hydro Cable Replacement

Missile Launches $1.3 Million into Alaska Economy
AIDEA Dividend

Japan Trade Mission Targets Alaska
Seafood Exporters

Celebrate Alaska Event Brings the Last Frontier to
Washington DC and Phoenix. Arizona

Knowles Unveils Seafood Quality Loan Program
Taiwan to "Discover Alaska" at Hotel Festival

Check out DMV Online!

Short Cut to Divisions and Agencies W hcit's k)GOn

Division/Agency Menu [vl| Go Therel j go in g on |

Email specific queslions to the following areas by clicking on the buttons below.

Businesslicensing, jj -.Visitorinfonnatlonj*” Oeneraljnaidrtes

For all inquiries of other interest, go to appropriate division or agencylisted in the above menu.

| Governor's Home Paae |Alaska State Home Page | Olher State Departments |
Thank you for visiting our websitel

Contact us at: P.O. Box 110800, Juneau, Alaska 99811-0801 (907) 465-2500 Fax (907) 465-5442
Webmaster: Diane Somers(S)commerce.state.ak.us

Revised 01/25/99

Il 21SIW s:45 AM |


http://www.commcrce.state.ak.us

Meetthe Commissionero fthe Alaska..fCommerce and Economic Development

Text Only | Site Mjp | FAQs | Mission Statement | Contact Us

. Ooverno/s™loVne Page
D fipartmem ofCommerce Alaska State Home Page

and Economic Development  OtherState Departments

Commissioner | Welfare-to-Work | Work Star Initiative | Marketing Alaska | Business Licensing

Deborah
Sedwick

Commissioner Debby Sedwick holding one ofthe first gold bars
oured at the Fort Knox Mine near Fairbanks, December 20, 199.
his mine produces about 1,000 ounces ofgold per day and employs

about 250 local workers.

Commissioner Sedwick was born in Alaska in 1947. Her Grandparents arrived in Fairbanks and
Kennecott in 1917 and 1919, respectively. Her father was born in Fairbanks, and her mother arrived back
in Alaska five weeks after her birth in New York City. Why her Mother was born in New York City and not

in Cordova. Alaska, is a fascinating story!

After graduation from high school, Commissioner Sedwick received her Bachelor of Science Degree from
Boston University. She returned to Alaska to teach elementary school, and completed a Master’s Degree
at the University of Alaska. Anchorage.

In 1980, Commissioner Sedwick started a successful career in the real estate business. She quickly
became a top producer inthe marketplace and along the way represented major builders and worked
closely with the top employers in Alaska. In 1993, she was named Vice President of Jack White Real
Estate Company. In that capacity, Commissioner Sedwick managed two real estate offices and played a
key role in every facet of the company, including budget, marketing, recruitment, strategic planning, and

[of2
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business development.

In 1995, Governor Knowles asked Ms. Sedwick tojoin his administration and undertaken reor?anizatjon
of ke?/ divisions in the Department of Commerce and Economic Development. Governor Knowles' vision
v/as fo create a marketing and advocacy arm within state government, out of the former divisions of
Tourism. International Trade and Economic Development. As Assistant Commissioner, and with the
support of the private sector, the reorganization was completed. She also reorganized the State’s
overseas offices to be more cost efficient and co-located with the private sector, wherever possible.
Another major focus during her tenure as Assistant Commissioner was to oversee the Governor's
Marketing Alaska Initiative, a public/private multi-year partnership, to create quality jobs for Alaskans and

let the world know that "Alaska is open and ready for business." ~

Commissioner Sedwick's current responsibilities include directinrqy\laska's business, regulatory,
economic development, and international trade programs. She also oversees economic development
advocacy and marketing in oil and gas, seafood, forest products, technical services, mining and minerals,
tourism, cultural resources, and other services and industries. The department has an international trade
presence in eight nations, provides infrastructure financing and r.e%ulates banking, securities, insurance
and professional occupations. The department is comi)rlsed_ ofelq t line divisions and seven independent
organizations governed by boards and commissions. Inaddition, the Commissioner sits on twelve boards

and councils.

Acpmmunit}/ activist Commissioner Sedwick has served on various boards and commissions and .
beligves thal we all have a responsibility to our communities. "Our quality oflife in Alaska is so exquisite, |

feel it important to give back to m%commumt%/, a payback, for the wonderful ﬁlace | call home." Her
service has included: AnchoraPe qual Rights Commission, Vice Chair, Anchorage Parking Authority,

Mayor's Task Force on Alcohol, Anchorage Beautification Task Force under two administrations, Citizen’s
Advisory Board of Enstar Natural Gas Company, and Chair of the Board of the Alaska Center for the

Performing Arts.

Commissioner Sedwick is married to U.S. District Court Judge John W. Sedwick and they have two
grown children.

You may email the Commissioner at: Debbv Sedwick@commerce.state.ak.us
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R epresentative John J. Cowdery

Dear Fellow Alaskan:

This report is about change. In 1983, | sponsored legislation to estab-
lish foreign trade offices in Seoul, Korea and Taipei, Taiwan. We were
full of anticipation about burgeoning economies in the Pacific Rim
nations. We wanted Alaska to reap some benefits in international com-
merce. To be sure, global trade increased; so did competition. The econo-
mies of Pacific Rim nations expanded as we thought they would. Re-
cently, they crashed like we didn't think they would. I look at the results
we get from the offices | sponsored a long time ago and | see that they
didn’t fulfill the hopes we had for them.

The economies of all nations change. It suggests to me that Alaska’s approach to international
trade should be adaptable to changing conditions in the world markets. We should follow the
advice of the great and mysterious American patriot who said, “follow the money."* It is less
than optimal to promote trade and tourism in countries that are undergoing a financial crisis.
Yet, we can’t afford to do everything, everywhere. So choices must be made.

We won’t always make the best choices. We’ll err sometimes and succeed at others. W hat we
absolutely can not do is to shrink from self evaluation. We need to give ourselves honest feed-
back about the cost effectiveness of state funded activities that take place under the umbrella of

international trade.

This report is offered in the spirit of selfevaluation. To the extent it highlights problems, it does
so without levying blame. Many governors, many legislators and many bureaucrats have tried
sincerely to do the job of increasing Alaska’s international business activity. Our programs are
not working as well as they should. We must try something different. If there is blame to be
levied, it will be for the lack of courage to set out in new directions when we see that change is
needed. This report is about change. It’s never easy.

Respectfully submitted,

Representative John J. Cowdery, Chairman

“DepThet
(907) 465-3879 (907) 465-2069 fax State Captiol. Suite 416. Juneau, Alaska 99801
Toll (888) 269-3879 (907) 258-8188 (907) 258-8727 FAX 716 \V. 4th Avenue. Anchorage. Alaska 99501



Executive Summary

This report reviews existing International Trade programs offered by the State of Alaska, the United
States Department of Commerce and private sector programs. Research initiated by the 19th legisla-
ture is reviewed and the conclusions applied to current programs. Analysis unveiled several primary

areas of concern.

» First, Alaska’s international businesses assistance services are fraught with duplication. Mul-
tiple agencies publish information, offer market research, and conduct business assistance
programs that are an exercise in redundancy. In no sector is there a State sponsored service or
program that is not available in a more effective format from the private sector or the Federal
government. As conditions stand now, Alaska’s General Fund expenditures for International
business promotion are grossly ineffectual.

0 Second, there exists within Alaska’s international business

assistance programs an absence of meaningful performance State programs and private
measures. There are none. Monies are allocated and sector needs are like bubbles
acjuvmes are initiated with little o_r no relation t_o actual in a breeze. They randomly
private sector demand. On occasions where private enter- . .

. : \ . collide and occasionally move
prise is actually contacted or involved, there is no evident ) .

in the same direction as the

effort to objectively assess agency effectiveness. State
programs and private sector needs are like bubbles in a atmosphere shifts around

breeze. They randomly collide and occasionally move in them.
the same direction as the atmosphere shifts around them.

e Third, this report considers the fundamental question: what is an appropriate role for the State
of Alaska in relation to international business assistance? Options for streamlining and
privatization are set forth and their respective merits discussed.

* Finally, research and analysis leads to the conclusion that State sponsored international busi-
ness assistance services be substantially reduced while the Seoul and Tokyo offices be reorga-
nized and funded to match the Tiiwan model. Services currently offered would be better
performed by contracting with the World Trade Center of Alaska who may offer international
assistance to qualifying Alaska companies on an as-needed basis. Contractual service with the
World Trade Center could fulfill the “one stop” export model desired by the private sector.
They offer unrivaled international contact potential, overseas market analysis and a credible
demand-based structure of support that has proven responsive to the changing business envi-
ronment. In an effort to move the discussion forward, the Department of Commerce's re-
sponse to similar previous proposals is summarized and discussed
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Building On the P ast

Thanks to Previous Legislature's

Initiatives on Alaskan Foreign Trade

In an effort to determine the State’s proper role in the emerging International

business frontier, the previous legislature had the foresight to spearhead two

unprecedented research projects. Their ‘al was to identify the most effective

means of assisting Alaskan businesses in their international trade endeavors.

Specifically, they studied the nature and trends of Alaska's exporters: what

motivated them to enter the global marketplace, where they go to find infor-

mation on foreign markets and how they establish business contacts. This re-

port builds on the work of previous legislators and researchers. A special ac-

knowledgment is due to this committee’s previous chairperson, Representative Beverly

Masek of Willow. lepresentative Bev Masek
mmediate Past Chair

Private Sector International Business Needs Assessment

First, in July 1995, the 19’1 Legislature commissioned the World Trade Center of Alaska to conduct a

"Private Sector International Business Needs Assessment" ’.

This is the most comprehensive review of Alaska’s international business community ever undertaken.
It queried 2,000 Alaskan businesses about their overseas trade experiences, frustrations and aspira-
tions. Potential exporters described the services they would most likely use. Businesses were asked
about their motivation for and their perceived obstacles to international trade. Finally, they were asked
to detail what services an ideal state business assistance program would offer.

Of the two thousand businesses contacted, 271 (13.5%) responded. Key findings of the survey in-
cluded:

The State's current trend of providing broad, generic support and promotion for Alaska products benefits
large natural resource firms in Pacific Rim markets while disenfranchising smaller firms who need a more
global, customized approach to trade assistance.

The array of agencies offering business support services leads to confusion among potential users.  Aone-
stop contact point would add credibility and effectiveness to the state's position.

While there is some measure of need for government services, many internationally active companies hire
private expertise to deal with overseas challenges.

One of the greatest challenges for exporters is the lack of export finance information or assistance in
assessing what funding opportunities may exist for a specific business.

Agency Evaluation Recommendations
Once the results of the Private Sector International Business Needs Assessment were compiled, the 19t
Legislature contracted with International Trade Consultant, Timothy Lane. Mr. Lane composed a
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review titled "Agency Evaluation Recommenda-
tions" in which he outlined structural weak-
nesses and service gaps in the State’ existing
business assistance framework. Mr. Lane’s ob-
servations bring the following points to bear:

e Coordination between international
assistance services within the state is
“virtually nonexistent.”

» Little distinction is made between
efforts intended to promote foreign
investment and those
designed to assist Alas-
kan businesses interested

quently, establishing

the consolidation of State export
services,3

the co-location of State services with
those offered by the Federal govern-
ment and the private sector,3

the formation of an export finance
assistance program, and 3

the gradual reduction of funding to
fixed overseas offices in favor of a more
global trade assistance program.3

"Alaska’ international service
in overseas trade. Conse- network is a hotbed of service
duplication, obsolete market as-

Tourism Findings
OfThe Previous

Committee

performance benchmarks  symptions, intense inter-organi-

is “nearly impossible."”

large companies at the

expense of small busi-

ness. In essence, Alaska is helping
those who do not need it while over-
looking those who do.

» Alaskan companies would profit from
the services of an export finance
specialist.

Mr. Lane summarized his evaluation of
Alaska’s international trade assistance
network:

"Alaska's international service netivork is
a hotbed of service duplication, obsolete
market assumptions, intense inter-organi-
zational competition, and governmental
waste. Clearly, Alaska can do better."

Legislative Response, 1996

In response, the Senate/House Interim
Task Force on International Trade
adopted a resolution5 addressing the
points brought forward by the
legislature s research. In review, the
resolution encourages: i

zational competition, and gov-

. Th? state’s current export  ernmental waste. Clearly, our
assistance scheme favor’s state can do better.’?

Tourism isa major component
of Alaska’s economy and offers
a perpetual source ofeconomic
stimulus. The previous Com-
mittee leadership diligently
sought to discover and respond to the needs
of Alaska’s tour operators, and particularly
those midsize and smaller concerns that can
not mount a significant marketing campaign
oftheir own. They found that the Alaska Tour-
ism and Marketing Council and its primary
contractor, the Alaska Visitors Association,
were structurally inclined to benefit large tour
companies and were generally less able to meet
the needs of small or site specific operators.

"The ideas ar.d energies of major companies
doing business in Alaska are self serving and
have left a huge gap in the dispersion of tour-
ism dollars in our state. Smaller businesses and
individuals are left to survive on the trickle down
economics of large scale promotion and fund-
mg."
The underlying concern of the committee was
that in contrast to most smaller companies,
many of the large firms are not Alas-

un kan owned.5 In some measure,
small, localized tourism busi-



nesses feel rhe efforts of
ATMC and AVA are not
supportive of Alaska's  $16,000,000
principle economic in-  $14,000,000

terest: Alaska's busi- 2%888888
FIEsses $8.000,000
" . .the type of adver- gg 888888
tising being funded by $2:000:000

the Legislature must be )
state-of-the-art and %NWZO'S
must reflect more site am - =
specific markets. Ge-

neric advertising has

been designed to blend  1.400.000

nicely with the adver-  1.200.000
tising of major tour 1000000
companies, but does 800,000

600,000

little or nothing to fill

. 400.000
the huge gap |n_ 'Fhe 200,000
smaller communities 0
and markets through-
out the state." A

Part of the problem is that not everyone under-
stands the goal of the state/ATMC advertising
effort. According to Mary Pignalberi, former
Director of the Division of Tourism and cur-
rent Manager of the Alaska Film Office,

"The advertising program's primary t/irust is to
attract tourists to the state. That's the priority.
We sell generic Alaska instead of specijic busi-
ness venues. I people don't understand that, then
their expectations get inflated. We should prob-
ably educate our own industry about the limits
of the advertising program. We can do more to
promote small Alaskan businesses to tourists but
it will cost more. Our top priority simply has to
be to attract them here."

20™ Legislature’s C hallenge

Against this backdrop, the 20th Legislature’s In-
ternational Trade and Tourism Committee ini-
tiated an effort to assess the effectiveness of

State Tourism Spending

Alaska Visitors

1990 1991 1992 1993 1994 1995 1996
Sure Akt Dvaand Touism
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FHoure 1
Alaska’s international
trade and tourism pro-
grams.

Then and Now

In the past, it was possible
to show a direct correla-
tion between the state
dollars we spent promot-
ing tourism and the num-
ber of tourists who travel
here. The more money
spent, the more tourists
came here. It was easy for
the legislature to see the
effect of their budgetary
commitment. However,
as our tourism industry
grows and diversifies, the
correlation is less clear.

oo g

Despite our dwindling
tourism promotion bud-
gets, our tourist numbers have grown steadily.
AVA and ATMC are quick to point out that the
industry has greatly expanded its carrying capac-
ity to Alaska. There are more cruise ships with
more staterooms and more airline flights with
more seats than ever before. Sophisticated
internet marketing and reservation capability al-
low rhe carriers to increase sales with last minute,
deep discount fares. The industry spends a stag-
gering amount of money promoting their Alas-
kan packages. They criticize the state for being
an inconstant partner in this regard (see Figure
1. Their expenditures, additional capacity and
technology are responsible for our increase in
tourists.

But, the volume of tourists is not the whole story.
Not all tourists are created equal. Some spend
more than others. Many small shop owners say
the number of non-spending tourists is increas-
ing. They spend all their money on their pack-
age tour and have negligible extra money to pa-
tronize local vendors. This situation begs the
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question of whether the state’s spending cut-
backs disproportionately affect our small, inde-
pendent vendors. Additional questions exist
about redundancy, administrative cost and role
confusion between the three voices of the tour-
ism industry, i.e. Alaska Division of Tourism,
Alaska Tourism Marketing Council and the
Alaska Visitors Association.

Tourism Industry Rises to the Chal-

lenge
“The time has come for change. The visitor in-
dustry cannot afford to watch as the state's tour-
ism contributions continue to erode the effective-
ness of our marketing. This, combined with the
increasing competitiveness of other destination,
dictates the need for a proactive approach."7

In response to legislative initiatives to decrease
state spending, the tourism industry responded
in a remarkably positive and constructive man-
ner. AVA and ATMC put forward The Millen-
nium Plan which restructures the long-standing
private-public partnership between the industry
and the State of Alaska. The Plan consolidates
AVA, ATMC and elements of the Division of
Tourism. It proposes a phase-down of state
spending to a sustainable, annual level while in-
creasing the industry's financial contribution for
tourism promotion.

Senate Bill 350 was designed to imple-
ment the millennium plan. The mea-
sure would require that the state's con-
tractor contribute 30% of the market-
ing campaign costs through June 30,
2001. OnJuly 1, 2001, the contractor
would be required to contribute 60%
of the marketing costs. The Plan is
undergoing evaluation and will be pre-
sented in final form to the next legis-
lature.

‘Thu Committee's materials will he turned
over to House Records office at the end of the
20th Legislature.

International Trade

In 1997, the House Special Committee on Inter-
national Trade and Tourism held two oversight
hearings on publicly funded programs that pro-
mote international trade. Testimony was taken
from trade assistance experts, consultants and ad-
ministrators from bodi the public and private sec-
tor. Virtually every state-produced publication
that relates to international trade was gathered
and reviewed*. This report is die result, in large
part, of information presented to the Committee.

“We'e got a lot of work to do"
- Representative John J. Cowdery

Internet Guide to Trade Services
Offered by the State

Alaska Division ofTrade and Development
http://www.commerce.state.ak.us/trade/

Alaska International Airport System
http://www.dot.state.ak.us/extemal/aias/
aia/aiawlcm.htm

Alaska Industrial Development Export
Authority, http://www.alaska.net/
~aidea/

Alaska Seafood marketing Institute
http://www.statc.ak.us/local/akpages/
COMMERCE/asmihp.htm

Alaska Center for International Business

For International Trade Information Potential

Exporters Would Turn To:

Private Source
mi\orld Trade Center
1J.S. Commercial
Service
Alaska Division of Trade
mUniversity of Alaska

CSmall Business Admin.

Potential Exporters Preferred Source

A -

of Information

Figure 1


http://www.commerce.state.ak.us/trade/
http://www.dot.state.ak.us/extemal/aias/
http://www.alaska.net/
http://www.statc.ak.us/local/akpages/

http://genghis.scob.
alaska.edu/CENTERS/acib.html

e University of Alaska: American Russian
Center

http://ivww.arc.ttaa.alaska.edu/arc/

e World Trade Center, Alaska
http://www.wtca.org/wtc/anchorage.html

» Anchorage Economic Development
Corporation, http://www.aedcweb.com/

Alaska Division of Trade

Alaska Division of Trade and
Development (DTD), “serves as
acommercial liaison for the state
and for private sector businesses
which trade in international mar-
kets.”8 (see appendix E). The Di-
vision seeks to promote Alaska
businesses and their products.
They conduct research and ana-
lyze Alaskan business and international trade
trends. Specialists assist the mining, logging and
fishing industries in marketing their products
and attracting outside investors. The Division
offers overseas trade mission assistance, prod-
uct marketing support and international mar-
ket information.8

The Division delivers research through the dis-
tribution of printed materials and internet pages
with downloadable publications. Business as-
sistance services are rendered through locations
inJuneau, Anchorage, Tokyo, Seoul and Taipei.

Publication Production

The Division of Trade and De-

velopment produces a number of

publications including newslet-

ters, market reports and bro-

chures. These are available at the

Division offices in Fairbanks, Juneau ami Anchor-
age and are distributed to all State libraries.

The Division is currently working to make their

While the agencies desperate
for funding can conjure up a
jew anecdotal “success"
stories, the reality is that the
State of Alaska has spent
large sums of money with the
barest of results.
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publications available through their web page.
Currently there were nineteen (19) Division
sponsored documents available on-line. As the
internet becomes more accessible, costly print
projects may be avoided in favor of the less ex-
pensive web-based publication.

Many of the Division’s publications are pro-
duced with little regard to actual public need.
For instance, the Division went to considerable
time and expense to develop and print 2,500
copies ofthe 92 page guidebook “Establishing a
Business in Alaska." At a cost
of $3.68 each, the document
“is expected to bring in rev-
enue equal to the cost of print-
ing and distributing.” The Di-
vision sells the booklet for
$11.50 by mail and offers it for
$8.00 over the counter.

As of January 1998, one hun-
dred and sixty seven had been sold. Assuming
that this number does not include those distrib-
uted to State offices, the “expected revenue"
amounts to $ 1,385 dollars offsetting the $9,200
production cost, (153 over the counter, 14 by
mail) From a results-based perspective this
amounts to a costof $55.0S per copy delivered.l

Overseas Offices

Through their contract offices in Seoul, Tokyo
and Taipei, the Division offers overseas repre-
sentation and on-the-ground contacts with po-
tential Pacific Rim customers and investors.-
These offices are also responsible for promot-
ing Alaskan tourism and seafood in their respec-
tive nations.

Expenditures in foreign offices have been re-
duced over the last several years. Additionally,
the offices of Tourism and Trade in Korea and
Japan have been co-located to increase efficiency.
Including tourism promotion services, the over-
all cost of maintaining our foreign offices ex-
ceeded $1.2 million dollars in FY 98.


http://genghis.scob
http://ivww.arc.ttaa.alaska.edu/arc/
http://www.wtca.org/wtc/anchorage.html
http://www.aedcweb.com/
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A summary of foreign office activity from the
Department of Commerce indicates that the
Korea and Japan offices assisted in over 65 “trade
missions” between Alaska and their respective
nations.

However, DTD defines ‘trade mission’ very
loosely as any group that is assisted by a trade
office.ll

Additionally the offices produced numerous
market reports, press releases and publications.
Activities of our Taiwanese contractor are more
limited, with only 5 trade missions conducted
and a few publications produced. The Taiwan
office apparently uses a more traditional defini-
tion of ‘trade mission.'

Mr. Lane reviewed the operations of Alaska's
foreign offices and observed,

“Witile export assistance is among DTD's stron-
gest preoccupations, it is clearly the organization's
weakest activity point.”

Additionally, Mr. Lane found that the Division’s
Pacific Rim focus is “obsolete” and a “potential
barrier” to Alaskan businesses seeking to oper-
ate in an ever-evolving global marketplace. He
asserts that in a time of global competition and
global opportunities,

"... private sector international marketing plans corsis-
tenth transcended the state’, “ang of protocol efforts." 2

Alaska International Expenditures

FY 98 Trade Offices

% 1%
42%

19%

Alaska’ Trade Focus

One half of the International Trade budget is
allocated to three Pacific Rim cities. Yetthe Pri-
vate Sector International Business Needs Assessment
showed that Alaskan businesses are competing
in a global marketplace.1 The Division’s unbal-
anced financial commitments present an effec-
tual obstacle to those Alaskan entrepreneurs
looking to tap the markets of Southeast Asia,
Europe, China or South America, to name a
few.

Foreign Office Contracts

The Division of Trade deems the foreign office
contracts to be exempt from state procurement
statutes. Consequently, these contracts are not
subject to competitive procurement. Although
professional people in Korea and Taiwan have
written to DTD requesting information about
the timetable and procedure to be considered
for future contracts, they report that they re-
ceived no reply from the Department. The pro-
curement exemption and DTD’s practices for
manning the foreign offices should be reviewed
by the legislature in the near future.

A separate procurement issue in the foreign of-

fices that needs to be reviewed is the practice of
sole sourcing publication con-
tracts to former state employees.

China Policy: Fewwould dispute
that mainland China represents
tremendous potential for Alaska’s
petroleum, fish and timber re-
sources. Yet, it is an open ques-

Eé%ﬁ%nany ti(_Jn whfether A_Iaska’s relationship
Korea with Taiwan will be an obstacle if
CTaiwan we pursue greater economic ties
mUnited Kingdom  with China. The time has come
[Australia to engage in a thorough discussion
mRussia of the risks and benefits of a one

or two China policy.
Figure 3



Furthermore, it would be prudent for the Ad-
ministration to quantify China's market poten-
tial and set forth a policy and program to assist
Alaska’s private sector.

Personnel Problems

The personnel structure of the
Division of Trade and Develop-
ment is seriously flawed and
will continue to give rise to 1
many of the problems now |
plaguing the Division.

Specifically, many of DTD’s Trade Specialists
are political appointees who perform identical
work as classified employees. Mr. Lane notes,

"DTD is vulnerable to struc-
tural disintegration every time
a new governor is elected. "n

During the past 18 months,
turnover among Trade Special-
ists reached 100%. The Division
lostsignificant talent in foreign
language capability, in-country
experience and educational ere-
dentials

As staff come and go, their individual experi-
ence and insights are lost. Lessons unique to
Alaska’s business environment are lost at the
whim of new political leadership. This, in con-
junction with exceptionally high Department-
wide turnover, routinely forfeits institutional ma-
turity, stability and consistency.

Until Division employees are granted a long-term
commission and a more precisely focused role,
the situation is unlikely to improve.

Virtually all of the Division’s foreign business
assistance programs stand as an ineffectual du-
plication of more efficient private sector and Fed-
eral services available to Alaskans at no cost to
State government. The Division offers overseas
contact points. So does the U.S. Commercial
Service and World Trade Center.

Does the competition be-
tween Anchorage and
Fairbanks confuse or drive
away potential operators?
Are the efforts of Fairbanks
and Anchorage redundant?
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The Division also publishes export statistics- in-
formation that is simply re-compiled from U.S.
Customs reports available to any interested en-
tity. In spite of this reality, the Division pursues
its numerous programs with stubborn insistence
that they remain invaluable to Alaska’s business
community. Inview ofthe ambiguous demand#
for the Division’ services, it appears that the
Division isconducting activity in search of mean-
ing—at significant expense to the State.

] | I
S-l/ jfi\m [ Alaskaxn\eg§}§t@eﬁ1

Anchorage and Fairbanks International Airports

= are linked through a common,
dedicated fund and an Assis-
tant Commissioner that over-
sees the International Airport
System (A1AS). All revenues for
operation of these two airports
come from airport operations.
No general funds are in their
budget. They are internally
funded and self-supporting.
The Anchorage airport operates at a profit. The
Fairbanks airport operates at a loss which is off-
set by the International Airport Revenue Fund.

Anchorage International Airport - For FY 97,
the income for Anchorage International Airport
is an estimated $50.1 million dollars.

Their marketing goals are focused
on attracting domestic and inter- lit*
national air carriers to utilize their
facilities. Private contractors that s
specialize in marketing cargo and
passenger services carry out most
of their program. Their market-
ing budget is a modest $450,000
sourced from the International
Airport Revenue Fund. The Air-
port engages in targeted market-
ing of carrier groups,



freight consolidators and freight forwarding op-
erations in countries geographically located to
take advantage of Anchorage’s northern routes,
namely the Pacific Rim. Additionally, ALAS con-
tracts with the Anchorage Economic Develop-
ment Corporation in a partnering effort to take
advantage of AEDC’s overseas contacts.

Fairbanks International Airportcontracts with
the Fairbanks Industrial Development Corpo-
ration to market the airport internationally. The
contract isstructured as not-to-exceed $100,000
annually. In fiscal year 1997, the FIDC billed
the Fairbanks International Airport $88,378. In
contrast to Anchorage efforts,
the Fairbanks airport, through
FIDC, has been able to attract
Allied Signal and Boeing to use
Fairbanks Airport as their base
for cold weather testing of jet
technology.

The Fairbanks Industrial Devel-
opment Corporation targets po- =
tential carriers and freight operators, promot-
ing Fairbanks' geographic location and fueling
advantages Itwould appear that Anchorage and
Fairbanks Airports ergage in uncoordinated,
separate and perhaps competing marketing pro-
grams. Are potential customers receiving a
mixed message about the benefits of Anchor-
age versus Fairbanks or Fairbanks versus Anchor-
age/ Does the competition between Anchorage
and Fairbanks confuse or drive away potential
operators? Are the efforts of Fairbanks and An-
chorage redundant? Or, does the operation of
two separately run, separately funded, pro-Alaska
organizations increase the exposure of Alaska's
air transportstrengths internationally to the ben-
efit of both organizations and the state as a
whole? As both entities op-
erate on carrier fees, these
questions step beyond the
scope of this review but
certainly warrant more
specific investigation.

During our Committee’s
oversight hearings it came to
light that AIDEA'S Export
Assistance Program was never
utilized during the entire ten
years the statute was cn the
books. (AS 44.88.080)

Alaska Industrial Development
& Export Authority

The Alaska Industrial De-  *
velopment and Export
Authority’s mission is,

o ¥
A W K

“To promote, develop, and

advance the general prosperity and economic wel-
fare of the people of Alaska, to relieve problems
of unemployment, and to create additional em-
ployment.” 15

A brief review of AIDEA’s annual report and
project fact sheets reveals that the vast majority
ofthe Authority’s resources and
energy is directed at the devel-
opment of large capital improve-
ment projects. Hydroelectric
plants, mining roads, fish pro-
cessing plants and public dock-
ing facilities provide the neces-
sary infrastructure for domestic
business success. The following
listofrecent AIDEA projects de-
tails the Authority’s predisposition to larger en-
terprises.:

» Healy Clean Coal Project ($69.6 million)

e DeLong Mountain Road (Red Dog
Mine) ($103 million)

» Alaska Seafood Center (up to $50 million)
e Alyeska Alloys, L.L.C. (up to $50 million)

» Snettisham Hydroelectric Project (up to
$100 million)

» Skagway Ore Terminal ($25 million)

e Federal Express Aircraft Maintenance
Facility ($28 million)

» False Island Marine Center and Public
Dock ($5.9 million)

» Unalaska Ballyhoo Dock Expansion ($7
million)

During our Committee’s oversight hearings it
came to light that AIDEA’ Export Assistance



Program was never utilized during the entire ten
years the statute was on the books. (AS

44.88.080)

AIDEA contracted with a consultant to perform
a study on alternatives for Export Assistance.
The consultant made three key findings:

1 To the extent that Alaskan businesses
need export finance assistance, their
need is in combination with conventional
loan assistance.

2. There was no identifiable
demand for Export Fi-
nancing Assistance that
wasn’t already being met,
and

3. AIDEA could provide no
additional service that wasn’t being
provided already through the federal
Export-Import Bank and local banks.

AIDEA developed House Bill 386 which passed
the House on March 20 and was signed into
law on June 18, 1998.

HB 386 converted the Export Assistance Pro-
gram into an integral component of AIDEA’s
Business Assistance Program.

Specifically, the new program allows borrowers
to utilize the loan guarantees and forego politi-
cal risk insurance in certain cases.

One legislative analyst summarized the AIDEA
study and HB 386 as, “a new rationale to keep
the status quo.”

While HB 386 represents no new initiative to
provide export assistance, it facilitates AIDEA’s
strategy ofcoupling local exportservices with fed-
eral programs such as the World Bank. This
“piggy back" approach to other programs may be
a model for the Division of Trade to emulate.

Alaska Seafood Marketing Institute

The Alaska Seafood Marketing Institute (ASMI)
was founded in 1981 to market Alaska’s number

It is less than clear why both
the Division of Trade and
Development and ASMI have
independent marketing pro-
grams for Alaskas fisheries.

one export: seafood. While it does noc receive
any general fund dollars, ASMI’ contribution
to Alaska’s international presence is significant.

The Institute is mandated to generically market
Alaskan seafood products in both the domestic
and international markets. ASMI's funding
comes from three major sources: federal grants,
a seafood processor tax and an ex-vessel value

fish tax.

SelfSupporting: Roughly $3 mil-
lion dollars of Federal funding
is used to target international
markets in mainland China, Ja-
pan, Taiwan, Australia, and
most European Union coun-
tries, including Spain, France,
and Great Britain. ASMI re-
ceives a 3/10ths percent tax from fish processors
and a 1% gross ex-vessel value tax from fisher-
man. This 1% tax isstatutorily mandated to fund
domestic marketing efforts. The wisdom of re-
stricting their markedng in this way has been ques-
tioned and may be reconsidered. In 1998, their
operating budget was near $8 million dollars.

It is less than clear why both the Division of
Trade and Development and ASMI have inde-
pendent marketing programs for Alaska's fish-
eries. The legislature should consider consoli-
dating them in the most cost effective manner.

Salmon & White Fish: ASMI’s primary focus is
salmon promotion. In recent years they made
significant inroads in the national school lunch
program and food service wholesale distributors.

ASMI also undertakes promotion of Alaska’s
many white fish species and realizes consider-
able success. While competition from farmed
salmon is increasing, white and bottom fish spe-
cies offer more stable and growing markets.

Alaska Seafood Marketing Institute’s charter au-
tomatically sunset on June 30, 1998. Renewal
legislation unnecessarily occupied ASMI and the
Legislature until late in the session. (lis new ten-
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ure expires 2003). Additionally, each year ASMI
must come before the legislature for budget ap-
proval and program scrutiny.

Call For Legislative Restraint ASMI uses no state
funds. The taxes paid by the fishermen and pro-
cessors are voluntary taxes collected by the state,
but not mandated by the state. They are used as
matching funds for a federal grant. ASMI is an
example ofan industry paying for itself. As such,
the legislature should unfetter
ASM I. They have a Board of Di-
rectors competent to manage
their affairs. Legislative over-
sight is largely unnecessary and
distracting from their goals. The
legislature should consider ex-
empting ASMI from the Execu-
tive Budget Act. A marketing cooperative or non-
profit corporation maybe a more suitable form
of organization for their mission.

University of Alaska: Alaska Center for

International Business
The University Board of Regents created the
Alaska Center of International Business (ACIB)
in 1984. Their goal was to:

"... facilitate the development of sound busi-
ness and xonomic relations with nations of the
At ia-Pacific region and other nations of the world,
and to help Alaska diversify its economy and ex-
pand its economic base through international

trade."(http://genghis.scob.
alaska.edu/CENTERS/acib.html)

The Center maintained a trade database which
tracked Alaska exportand import activity. Echo-
ing a familiar trend, the ACIB tracked the flow
of natural resources from Alaska, particularly
with the pacific rim countries.

The Alaska Center for International Business
was defunded in Fiscal Year 1998 per the rec-
ommendation of the Interim

The Alaska Center for Interna- Task Force. Tire bulk ofthe sav-
tional Business was defunded
in Fiscal Year 1998 per the
recommendation of the
Interim Task Force.

ings were transferred back into
the Alaska Technology and Sci-
ence Foundation. (The termi-
nation of the ACIB’s funding
was not done as part ofa com-
prehensive plan or effort to
streamline or improve the state’s overall inter-
national strategy.) In fact, it was the only Task
Force recommendation actually implemented.

University of Alaska:

American Russian Center

Operated by the University of Alaska and pri-
marily funded by grants from the United States
Aid for International Development

and the United States Informa-

tion Agency, the mission ofthe /

American Russian Center,

“. .isto train Russian entre-

preneurs, promote the devebp-

ment of Russian small business activities in the
Russian Far East, and promote linkages between
US and Russian companies."56

Through its offices in Anchorage, Khabarovsk,
Sakhalin, Yakutsk, and Magadan the Center
focuses on educating Russian citizens in the
methods of successfully operating businesses in
a free-market context. Business management
practices, protocol and techniques are taught
with the goal of establishing a prosperous small-
business infrastructure in the Russian Far East.
To date, 14,000 people have completed classes


http://genghis.scob

offered through the American Russian Center.16

Alaska’s geographic proximity to the Russian Far
East makes the establishment of a stable busi-
ness environment there of interest to all Alas-
kan companies with international trade capa-
bilities. Indeed, one ofthe Center’s stated goals
is,

", .. the promotion of t/ie business linkages be-

tween U.S. and Russian companies.™6

Additionally, the Center offers logistic?., support
for U.S. businesses in the Russian Far East.
Translators, transportation, and communication
assistance are available on a “cost reimbursement
basis.”T

Every year the American Russian Center’s pro-
grams and effectiveness are reviewed by the U.S.
State Department prior to annual grant ap-
proval. This analysis ensures that the Center’s
programs are on-target and responsive to the
actual needs of potential business people on
both sides of the international date line. Fed-
eral funds being applied effectively through the
University system serve to enhance Alaska’s in-
ternational trade stature and avail more busi-
ness opportunities for Alaskans.

United States Commercial Service

The United States Commercial Service is a com-
ponentofdie U.S. Departmentof Commerce widi
offices in Anchorage, and 135 foreign

cities. The mission of the Commercial

Service is to:

* “Promote the export of goods
and services from Alaska

and Development

e Maintain job security, and
create jobs

e Protect and advocate for
Alaskan business interests
abroad

* Assist Alaskan firms in
realizing their export potential

Figure 4

Division of Trade

World Trade
Center of Alaska
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by providing expert counseling and
advice, information on overseas markets,
international contacts, and trade promo-
tion vehicles

* Support the export promotion efforts of
other public and private organizations
creating, through partnership, a full-
service export development infrastruc-
ture.”18

In the Private Sector International Business Needs
Assessment the U.S. Commercial Service was the
most preferred choice for export assistance. Mr.
Lane notes that,

I Thej CSUSA provides Alaskan companies ac-
cess to the most comprehensive range of trade
support services in the United States (at no cost
to the State of Alaska). CSUSA's services are so
complete that every state supported export assis-
tance organization in Alaska essentially dupli-
cates CSUSA services in one way or another."22

On December 12,1997 the Alaska Department
of Commerce and the U.S. Commercial Service
announced that their Anchorage offices would
be co-located in the Frontier Building. Co-loca-
tion is an important step towards fulfilling the
“one-stop" export assistance needs of Alaskan
businesses. However, the conspicuous question
remains:

Does the State of Alaska have any business dupli-
cating

FY 98 Total Expenses in Thousands

SO $500 $1,000 $1,500 $2,000 $2,500 $3,000

mFY 98 Funding i. Thousands
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Federal services even if they are next door? What
damage would be done by simply referring inter-
ested Alaskan exporters to the Commercial Ser-
vice? “They’re right down the hall.”

World Trade Center
The mission of the World Trade Center of
Alaska (WTCA) is:

..."to provide a quality service in an efficient
manner to members so that trade is facilitated
for Alaskan businesses in the international mar-
ketplace. "9

The World Trade Center issupported by a vari-
ety of fees charged for membership, conferences,
services and publications.

Through its association with over 300 World
Trade Centers in over 100 countries, the WTCA
provides networking opportunities second to
none. Additionally, the WTCA offers educa-
tional courses on export, import, trade and busi-
ness issues. As part of the World Trade Center
system, the Alaska chapter offers worldwide
communication services, global business

profile databases, and on-line informa-

tion systems designed to expedite in-
ternational trade efforts.

In 1998, the World Trade Center for

Alaska will receive no Federal or un-

earned State funds. For less than half of

the cost of the State’s overseas offices alone,
the World Trade Center effectively and effi-
ciently provides its 200 members with services
that surpass those offered by State administered

programs.

The World Trade Center Alaska is a franchise
license owned by the University of Alaska. It
has been in competition with other international
trade programs at the University. Too frequently
it is treated as the political bastard-child of the
governor’s office and the University President’s
offic\ The State of Alaska’s Division of Trade
and Development is its primary competitor.

During the past year, the WTCA attempted to
incorporate as an independent nonprofit cor-
poration. However, they were stymied by the
governor's office; and the University refused to
transfer the license. Instead, for reason that is
unclear, the University terminated all of
WTCA’s employees without consultation with
the Director." New appointees to the Board of
Directors were pre-approved by the Governor
and new employees were hired. Non-profit cor-
poration status was finally achieved as ofJuly 1,
1998.

Yet, the State of Alaska, Division of Trade and
Development remains the mostsignificant com-
petitor and worst detractor of the World Trade
Center, Alaska.

Anchorage Economic

Development Corporation m|PH"
AEDC is the Municipality of Anchorage coun-
terpart to the state’s Division of Trade and De-
velopment. It has the same mission for Anchor-
age as the Division does for the state. AEDC
isa private, nonprofitcorporation. Its fund-
ing comes from private donations, state
and municipal grants. In FY 98, their
budgetis$1.24 million for both domes-

tic and international operations.

AEDC? involvement in international

trade is inherent in its charter and in its

role as marketing contractor to the International
Airport System. It publishes an Annual Work
Plan, a Five Year Business Plan and periodic
project status reports. Its goals are well defined
and lend themselves to measured performance.

AEDC is developing an econometric model to
demonstrate the advantages of Anchorage based
logistical operations. It will be used in making
presentations to attract companies to Anchorage
from overseas and the lower 48.



Issues of Concern

Redundancy Reduction

Duplication of services among agencies is one
of the principle causes of inefficiency within the
State’s export assistance framework. A review
of material published by the Division of Trade
and Development reveals that the bulk of ser-
vices offered by State agenciesare _
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"Our goal is to develop budgets based on results.
That requires cooperation between the legislature
and the administration to develop goals, evalu-
ate performance and require accountability.
Good performance should be rewarded and emu-
lated; poor performance should be altered and
ultimately eliminated.” - Representative Mark
Hanley

Given the multi-million dollar

available from other State
funded efforts, the United States

Commercial Service or long-

standing organizations in the
private sector.

According to the chart published
by the Division of Trade,Dthere
are no services offered by the
State that are not also available
in the private sector. In fact, a

When budgets are being ait on
all sides, and lawmakers are
forced to find the least severe
method of reducing spending,

such apparent redundancy raises

the question: is it responsible for

the State to continue duplicating
services available ebeivhere?

budget of the Division of Trade
and Development and the hun-
dreds of thousands of dollars
sent abroad, the inability to mea-
sure the Division's performance
is a red flag.

Budget accountability is a prob-
lem that plagues all economic de-
velopment programs. According
to a study conducted by Conway

more detailed analysis indicates that according
to the Department’s own criteria (what they
think is important to businesses) there is not a
single service offered by the State of Alaska that
is not also available through Federal or private
organizations. When budgets are being cut on
all sides, and lawmakers are forced to find the
least severe method of reducing spending, such
apparent redundancy raises the question: is it
responsible for the State to continue duplicating
services available elsewhere?

aska's Export Reality

Non-Existent Perfor-
mance Measures

The Division of Trade suf-
fers from the lack of a tan-
gible mission and measur-
able goals. In his response
to the Governor’s expanded
FY 99 budget, Representa-
tive Mark Hanley, House Fi-

and Nothdurft,Z2too many foreign trade offices
try to justify themselves with,

"activity numbers, e.g., the number of meetings
attended, phone calls answered, trade seminars
attended or sponsored, leads listed, etc."2

Alaska is not alone in finding it difficult to re-
port “hard export sales."” Other states have the
same problem. They are doing innovative work
to stay on mission and be focused.

Of course, the Alaska Di-
vision of Trade is quick to
cite the growth of Alaska’s
exports. They highlight
“trade missions" and re-
lated activities.

Based on their study of
similar programs through-
out the lower 48, Conway
and Nothdurft caution:

nance Committee Co-
Chair summarizes the legis-
lative majority’s results-
based budgeting guidelines:

True Exports Exports “Under current fiscal condi-
InCIU.dmg Ghost tions, clinging to activity num-
Air Cargo bers while hoping for the best

Figure 5

is no longer sufficient. More-
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over, legislative audits of state
trade program have found that
even these "results” are weakly
documented, inaccurate and
sometimes significantly exagger-
ated."2

Results from Alaska’s foreign
trade program would be easier to
measure ifthey were more tightly
defined. Increased definition,
however, makes shortcomings
easier to criticize. Once we have
agood program in place, we need
to look at shortcomings in our
results as guide marks for our future course.

Distilling Ghosts

The federal government collects
massive amounts of information
on foreign trade and travel. The
information is feedstock for user

cies take the feedstock, do notdis-
till it, and simply repackage itwith
their own label.

Consequently there is a lot of questionable in-
formation available about the nature of Alaska’s

foreign trade.

For example, a state publication entitled,
Alaska’s Top Ten Export Markets, lists the
People's Republic of China, Belgium, Italy and
Thailand among our top ten trading partners.
Most Alaskans would be surprised to read that
Alaska exported $87 million worth of
chemical products to the PRC, $29

million worth of transportation
equipment to Italy (a lot of dogsleds?)

and $790K of rubber to Belgium.
Surprising? Yes! Correct? No!

Ghost Exports
Each day international shipping giants

While the Division of Trade
benefits by painting a rosy
picture of Alaska's export

groups who distill it for theirown  growth, the reality is that two

purposes. Sometimes, state agen- Of our major economic sectors
are not doing well.

Figure 6

move millions ofdollars worth of cargo through
Anchorage International Airport. This activity
generates billions in ghost ex-
port figures for the state; fig-
ures which are quickly cited by
those asking the state to spend
more to promote trade growth.

Upon inquiry by IT&T Com-
mittee staffwe learned that the
data isderived from export dec-
mm— laration forms required by the
U.S. Customs Bureau, distilled by the U.S. Cen-
sus Bureau, then repackaged and labeled by the
Alaska Division of Trade and Development.

It seems that Anchorage is the official U.S. Cus-
toms exit-port for many U.S. cargo aircraft that
transit Anchorage International Airport enroute
to their overseas destinations. U.S. Customs,
and in some cases U.S. Shippers, register the
exports at the official exit-port instead of the
state of origin. However, our State for-
eign trade officials refuse to recognize
the disparity between U.S. Customs
records and the records of exports

actually produced in Alaska.

For lack ofdistilling the Customs data
into a relevant information product, the
State of Alaska has been publishing mislead-

ing reports about our export activity.



“Irrational Exuberance”

A hard look at the facts about Alaska for-
eign trade reveals a disturbing trend.
Fishing and timber exports have fallen
sharply in the last several years, offset
only partly by increases in oil and min-
eral exports.

Underlying this shift isa more troubling obser-
vation. The fishing and timber industries are
more job intensive than the petroleum and min-
ing industries. The fishing industry, especially,
spins off more jobs for small business and indi-
viduals than any other industry. They have the
most direct impact on the economic welfare of
the greatest number of Alaskans.

In contrast, oil and mineral re-
serves are extracted by large out-
of-state, even foreign, corpora-
tions. Their greatest impact is di-
rectly on the state treasury.
While the Division of Trade
paints a rosy picture of Alaska's export growth,
the reality is that two of our major economic
sectors are not doing well.

A close look at the numbers presented in
Alaska’s Top Ten Export Guide (see appendix
D) reveals that the vast proportion of trade with
foreign entities is conducted by large corpora-
tions who use Alaska merely as a raw material
source or transportation pit-stop on their way
to Pacific Rim profits. According to Interna-
tional Trade Consultant Timothy Lane, most
of Alaska’s export deal-making occurs through
long-established corporate and financial chan-
nels, few of which exist in Alaska. "Today, the
export of natural resources is largely controlled
by outside intermediaries..

“Indeed, the Private Sector International

Needs Assessment found that most interna-
tional trade flow from and through Alaska is con-
ducted by corporations who employ international

trade specialists and maintain foreign networks
independent of any State agency.'Z1

“While export assistance is
among D TD s strongest
preoccupations, it is clearly
the organization's weakest
activity point.”9
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%ppropriate S tate Involvement

vX Alaska needs to regroup and rethink the
rele  state government in fostering a
> T healthy international business climate.

The State occupies avital position in

the eyes of potential foreign custom-

ers. Foreign corporations often seek

assurances that rhe companies they deal

with are reputable and in good standing with
the State authorities.

Perhaps most important, the State of Alaska oc-
cupies a unique position in the eyes of foreign
governments. While the role of the state in pri-
vate enterprise is minimal in the
United States, in foreign societ-
ies government involvement is
often quite high. The state’s
chiefrole must be to support its
resident businesses by providing
a “govemment-to-government”
presence where it is most ex-
pected and needed.

Mr. Lane noted that in the event that an Alas-
kan business finds itself the target of unfair for-
eign business practices, or governmental harass-
ment, the State may consider “going to bat” for
Alaskan companies.2

House Bill 472, An Act relating to apportionment
of business income, is an excellent example of
government’s appropriate role in fostering over-
seas business. With rhe Alaska Supreme Court
ruling in February 1998 that the Department
of Revenue may tax foreign-flagged ships and
planes, Alaska’s position as a competitive trade
stop was jeopardized. Indeed, such taxation
could have cost businesses that operate in Alaska

HI3 ‘M| prohibited a tax policy that hurt the cruise ship industry.
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millions of dollars yearly, thus driving consumer
costs higher. By taxing foreign vessels, Alaska
would expose its water carriers to retaliatory taxa-
tion by the affected countries.

As the ramifications ofthe Court’s decision be-
came known, Alaskan businesses sought relief
from the legislature. The House Labor and
Commerce committee, Chaired by Representa-
tive Norm Rokeberg, sponsored House Bill 472
to prohibit the anti-business taxation policies
sought by the governor and to enhance Alaska’s
standing in the international
arena. The measure over-
whelmingly passed both bodies
of the legislature. Good loca-
tion, low taxes and minimal
regulatory interference remain
Alaska’s best trade lure.

There is a

O bservations &

R ecommendations

Forming Obtainable Objectives

Alaska’s financial well-being has always been vul-
nerable to the ups and downs of a natural re-
source economy. If salmon prices are high,
the State’s businesses enjoy a cash infusion.
Ifthe price of oil goes down, the State’s trea-
sury takes a corresponding dip. It would

y -tip be in the interest ofall State residents,

therefore, to foster a more

diversified economy. With

this simple objective in

mind, the Department of

Commerce has pursued mar-

ket research, hundreds of over-

seas trade missions and produced considerable

amounts of literature. Yet, substantial results
remain elusive.

With the exception of northern novelties the
geography and location of Alaska inhibits the
establishment of a sustainable manufacturing
economy. The costoflabor is high. The costof

sibility placed on those who
would, encourage small, young encourage small, young Alaskan
Alaskan companies to engage companies to engage in the vola-
in the volatile, unforgiving

game o* international t’rac{e.

infrastructure development is high. The costof
transportation is high. There are no end mar-
kets near Alaska’s potential production centers.
As of yet, there are virtually no marketable con-
sumer goods that Alaskans can produce in vol-
ume which are capable of competing on the
world market against similar goods produced in
China, Thailand, or Taiwan.

“Froman international-trade perspective, perhaps
the greatest difference [between Alaska arid Lower
48 states] is that Alaska has virtually no manu-

facturing base." - Robert Poe"

§f>on-  There b asignificam responsibil.

jty placed on chose who would

rile-unforgiving game of interna-
tional trade. Two Alaskan com-

pames claimed as trade successes
by the Division of Trade and Development2
have suffered from the realities of foreign mar-
ket instability and the high cost of engaging in
overseas competition. A small clothing design
company cited by the Division ceased selling to
Japan because of the burden

it placed on their domestic C;ALJTIO\I

sales capability. A seafood
marketer in Southcentral \WaATCH YOUR STEP
Alaska ison the brink of col-

lapse due to the Asian mar-

ket downturns. The lesson is that success needs
to be measured over the long-term, not in epi-
sodic events.

Alaska’s current economic strength lies in its
natural resource reserves and its proximity to Pa-
cific Rim energy and seafood markets. As previ-
ously noted, the companies involved in these prof-
itable foreign markets are the least in need of State
assistance. With this reality in view, expending
State monies to stimulate overseas exports of natu-
ral resources to Japan and Korea amounts to "gild-
ing the lily." In contrast to the Division of Trade’s
focus, the future for homegrown Alaskan busi-
nesses lies in the worldwide delivery of trade and



services, including the lower 48. An Alaskan
company that is internationally trade capable with
a product or service in demand can find all the
assistance and expertise necessary in the private
sector. In fact, it has been said that an entrepre-
neur who can not, or will not, afford international
business consulting, is not prepared for the inter-
national market.

Focusing Alaska's Export Assistance

The Alaskan businessperson interested in learn-
ing more about International trade issues and
opportunities is confronted with a confusing ar-

ray of choices.

e« The Division of
Trade and Devel-
opment o A3 A

Alaska Industrial Development and
Export Authority

American Russian

Center Implementing this transi-
tion must be a united
effort of the legislative

and administrative
branches of government.

e Alaska State Chamber of
Commerce

e World Trade Center

» Small Business Develop-
ment Center

m U.S. Commercial Service
* Export Council of Alaska

m  Small Business
Administration

In the face of such a daunting matrix of “ser-
vices" it is no wonder research indicates many
Alaskans interested in overseas trade seek the
assistance and expertise of friends, family mem-
bers and the private sector. At least those sources
offer one-stop potential.

It is out of this amalgam of state and federal
programs that state policymakers must forge a
unified, focused State program that dovetails the
offerings from the private sector.
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Creating a Client

Responsive Program

As discussed earlier, the absence of salient per-
formance measures leaves both the Division and
policymakers in an information vacuum. Pro-
grams are initiated with little or no substanti-
ated demand from the private sector. While
the Division has made good faith efforts to es-
tablish ways to measure its effectiveness, the free
market has already established che decisive test:
are businesses willing to pay for the services or
information offered?

Research requests, trade mission assistance and
contacts that generate business activity will be
gladly paid for by any business serious about in-
ternational trade. Indeed, the U.S. Commer-
cial Service and the World Trade Center have
developed highly effective assistance organiza-
tions based on the fee-for-service principle. k
isimportant to the growth of new business that
essential startup information
and basic services be available
at affordable rates. Once a fee
schedule has been established
that respects the needs ofboth
small and large businesses, the
validity of business assistance
activities may be easily evalu-
ated based on income from
each service. While complete cost recovery may
not be practical in all instances, more valuable
will be the information conveyed by business
spending patterns.

Harnessing Existing Private Expertise

The Department of Commerce could expend
tens of thousands of dollars and take years to
research, propose and actually implement apro-
gram that was truly responsive to the real needs
of Alaska’s business community. Assuming that
the Department could agree on a cohesive strat-
egy, experience has shown that unless the pro-
gram is structured to expand and contract with
the actual need for service, soon the State will
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be burdened with yet one more deficient bu-
reaucracy.

Research indicates that of potential exporters
89.5% would turn to the private sector for over-
seas business expertise.Z/ With such an over-
whelming preference among those businesses
the private sector, common sense argues that
the State follow their lead instead of reinvent-
ing the wheel.

The Gap

Successful international trade
results should be measured by
the value of contracts between
businesses. Though government
is integrated with business in
some countries, under our sys-
tem, government must remain
distinct from business in order to maintain even-
handedness and avoid the practice of fa-
voritism toward a particular business.
Information and contact referrals are the

most valuable services our state offices

are allowed to provide. A service made
available to one business must be made
available to all.

A gap exists between the services the

state is allowed to provide and the in-
gredients necessary to consummate a
business contract. Entrepreneurial apti-

tude is important in the business milieu. It is
not a trait included in the job qualifications for
a state trade representative. Without a "nose for
a deal,” a financial incentive, binding authority
of any kind, nor accountability for risk taking,
it is doubtful that public employees can play a
meaningful role in achieving international busi-
ness contracts.

International Trade Representatives

However, through our government-to-govern-
ment role, it may be possible to encourage the
establishment of a cadre of trade brokers from

Our principle Asian oppor-
tunities were created and
are ivell-maintained by the
private businesses that
profit from them.

foreign countries who would live in Alaska. They
would become expert about Alaskan business
and conduct the entrepreneurial activities nec-
essary to make business happen. They could be
funded by whatever combination of private and
government funds they can arrange from their
own country. They would endure only as long
as their patron deems their results worthwhile.
Alaska’s role could be to provide some limited
subsidy for communications, office space, trans-
lation or other services that
could be partially donated from
the private sector. Mutual gov-
ernment involvement would be
the verification of business cre-
dentials and to provide some de
minimis certification that the
trade representative is in good
standing with the government.

If Alaska is going to compete for interna-
tional business with British Columbia,
Washington, California, and other power
houses in the lower 48, we must consider
new approaches to cementing business re-
lationships. Representative John Cowdery
outlined this approach in meetings with
executives in Taiwan, Korea and Alaska.
Responses have been enthusiastically posi-
tive. A concerted effort from Alaska is in
the waiting.

A One-Stop Export Assistance Model

In over a decade of expenditures, the State of
Alaska has made numerous well-meaning at-
tempts to act as a catalyst for Alaskan businesses
in the international trade arena. For all ofthese
efforts, expenses and programs, the results are
disappointing at best. While the agencies des-
perate for funding can conjure up a few anec-
dotal "success” stories, the reality is that the State
of Alaska has spent large sums of money with
the barest of results. Misassumption and illu-
sory visions of Alaska as a major export power
in the world market are the primary causes of



failure. Additionally, the State’s “obsolete™" Pa-
cific Rim focus and scatteiing of assistance re-
sources has contributed to the diffusion of ef-
fectiveness in state programs.R2

Throughout the review of materials, services and
programs, one organization stood head and
shoulders above the rest; the World Trade Cen-
ter. They have a structure of client support
which insures responsive, dynamic service in-
tune with the needs of their clients. They oper-
ate entirely on funds raised in the private sec-
tor, or earned from contracts with government.
They offer a comprehensive range of services
for membership fees that start
at just three hundred dollars.
They succeed despite reaction
from the State’s Division of
Trade that ranges from indif-
ference to hostility.

It has become apparent that
the State of Alaska could save
hundreds of thousands of dol-
lars, consolidate all State international trade as-
sistance activities into a one-stop location, and
insure a higher level of service to potential Alas-
kan exporters by establishing the World Trade
Center as the official State Export Assistance

Center.

Presently there are too many turf wars among
the players. The governor favors state control
with directly funded state programs. Represen-
tative Cowdery and many other legislators fa-
vor contracting for private sector services, like
rhe World Trade Center, and retaining

only protocol and trade mission co-
ordination in the governor’s office.

A simple formula of funding
should be developed which insures

a long-term support framework toi

the World Trade Center based
upon actual demand for services. V
Demand may take the form of ser-
vices needed by the State executive and

An Alaskan company that is
internationally trade capable
with a product or service in
demand can find all the
assistance and expertise
necessary in the private sector.
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legislative branches. It may also include certain,
defined, services to Alaskan small businesses.
It should be recognized that all state provided
services are direct subsidies and must be evalu-
ated against a measure of public benefit.

As a condition of support, the World Trade
Center should be asked to establish a solid work-
ing exchange with the United States Commer-
cial Service. An effective relationship with the
USCS would prevent the duplication of market
research and foreign office services that now
drain Alaska’s assistance resources.

Export Finance Expertise

The legislature’ research high-
lighted one service the State has
not provided that would be
greatly appreciated by the Alas-
kan business community: an ex-
port finance counselor. The
Senate/House Interim Task
Force on International Trade
Resolution states in part,

"FURTHER RESOLVED that the information
services provided should include specialized ex-
port finance information, which probably will
need to be provided through an experienced spe-
cialist;. . ."
To date, this call has been unheeded. AIDEA’s
report seems to indicate that additional exper-
tise isn’t necessary. Our foreign trade commu-
nity needs to come together on this issue.

n keeping with the "one-stop™ philosophy, the
World Trade Center isan ideal seat for an
export finance advisor. As rhe demand
for this expertise will rise and fall un-
predictably, this position woukl most
efficiently be staffed on a contractual

basis.

Establishing the World Trade Cen-
ter as the State’ sole source for inter-
national trade assistance would bring

International Trade is not

for the faint of heart.
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Alaska's business community the greatest ben-
efit, at the least State expense.

Reinforcement
In order to review the findings of the Private
Sector International Business Needs Assessment, the
Senate President and House Speaker appointed
an Interim Task Force on International Trade
in 1996. The task force reviewed the survey find-
ings and Mr. Lane’s evaluations and made a se-
ries of recommendations. Their report, titled,
"International Support Network Restructuring Rec-
ommendations™ (see appendix F) outlines a num-
ber ot program enhancements
and reductions that parallel the
needs described above.

Prescriptions deserving contin-
ued discussion include:

» Direct the Division of Trade to discon-
tinue all export assistance services
(including export counseling, exported
related publications, etc.)

* Eliminate funding for DTD office in
Seoul, Korea.

* Eliminate funding for DTD office in
Tokyo, Japan.

« Direct DTD to reclassify all employees as
classified.

o Direct DTD to strategically reassess staff
qualifications based on elimination of
export assistance services.

In February of 1996, the Department of
Commeice responded to many of
these points, in some cases with re-
sistant language. Using rhe words
“critical mistake", "undercut”, “under-
mine" and “deeply troubled",ZKthen
Deputy Commissioner Sedwick coun-
tered the most substantive recommen-
dations of the task force with essays

on the “critical role” played by our foreign
offices and the essential services provided by

All indicators point to
the need for a change
in direction.

the Division of Trade and Development.

Yet, research and critical review indicate that
substantive change is imperative to the well be-
ing of Alaska’s international trade network. All
indicators point to the need for a change in di-
rection. Implementing this transition must be
a united effort of the legislative and administra-
tive branches ofgovernment. Effective customer
interface and responsive program development
will not occur without positive support from the
legislature and substantial initiative from the De-
partment. In view of the sharp disparity be-
tween the Interim Task Force’s recommenda-
tions and the convictions of the
Department of Commerce, it is
appropriate to move rhe discus-
sion forward by addressing these
core differences.

The assertions of program neces-
sity made by the Department rest on three false
assumptions.

Assumption: The Division of Trade and Devel-
opment offers unique information.

Fact: Trade information and market analysis are
available from the U.S. Commercial Service,
U.S. Customs, and the World Trade Center.

Assumption: The three foreign offices supported
by DTD are the only overseas contact points
available to Alaskans.

Fact: The World Trade Center has five mem-
ber service offices in Japan alone, while
rhe U.S. Commercial Service offers over
135 foreign outlets. If that were nor

enough, Japan, Korea, Mexico,
Canada, Norway, Finland, France,
Sweden, Germany, Great Britain and
the Russian Federation offer trade as-
sistance and market information ser-
vices through their respective Consu-
lar Corps, in Alaska, (see appendix 1)

Assumption: The Division of Trade and
Development’s programs are vital to the



health of Alaska's international trade.

Fact: According to international trade consult-
ant Timothy Lane, the vast majority of Alaska’s
export income flows through long-established
trading channels in Seattle and elsewhere, ne-
gotiated by private sector expertise, paid for
through out-of-state money connections and
maintained by large and diverse corporations.
In fact, sixty percent of the ex-
port trade claimed by the Divi-
sion to be a cornerstone of their

age International Airport and
rakes off again. In one simple
sweep the legislature could trim
hundreds of thousands from the
State budget while creating a uni-
fied, focused source of effective,
non-redundant business assistance services. In
doing so the legislature would send a clear mes-
sage of support and responsiveness to the Alaska
business community and cre-

ate a support framework in-

line with the twenty-first

century’s global market-

place.

W hat has developed is reminiscent of the
chicken and the egg. The Division of Trade and
Development operates under rhe naive presump-
tion that Alaska’ international employers need
the Division’s services to succeed. The reality is
that private corporations have seen an opportu-
nity, taken a risk, and reaped the rewards. Re-
wards which the Division then publishes as an
export statistic establishing their worthiness for

funding.
In summary, the Division of Trade and Devel-

opment asserts that closing the foreign offices
would result in the following dangers:

"Jeopardize key Asian markets™'1

* Our principle Asian opportunities were
created and are well-maintained by the
private businesses that profit from them.

In fact, sixty percent of the

success merely lands at Anchor-  export trade claimed by the
Division to be a cornerstone
of their success merely lands
at Anchorage International
Airport and takes off again.

"Ignore private sector demand"M

e There exists no meaningful, unique,
private sector demand for Division of
Trade services. The little private sector
demand that exists may be well met by
private and Federal programs already in
place. Division of Trade’s real strength
lies in its ability to generate support

from its political allies on
behalf of their own programs.

"Cut off vital trade and government
contacts”®

» Some Alaskan presence and
ties will be lost. The adjective
"vital” is misplaced. Those
that generate the vast majority
of Pacific Rim receipts main-
tain their own array of trade and govern-
ment connections. The DTD needs to
realize that its position, its government
status, and its very real funding limita-
tions, will never allow the
Division of Trade to be all
things to all people in
foreign trade. Only by apply-
ing the state’s limited resources
to the more focused goals of trade
mission and protocol assistance, will the
state become the channel for interna-
tional success that it aspires to be.

“Undercut efforts to refocus overseas trade program, ‘19

o Cutting these offices is the rational and
overdue “refocusing™ effort.

The Division of Trade and Development has
worked hard to establish the programs and of-
fices now in place. Unfortunately, their tech-
niques and focus have been ill-guided. The time
has come to trim the Division's dated programs
and refocus the role of State involvement. Real
needs and opportunities exist in the realm govern-
ment-to-government relations, advocacy for Alas-
kan interests under attack and the promotion of
rhe State as an attractive investment target.
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Summary

International business success is rooted in pri
vate sector expertise and initiative. Alaskan
success overseas existed before the Division’s
programs and will thrive long after they fade.
The major players in Alaska's export world
are well-funded, well-staffed, well-con-
nected and, for the most part, outside
owned. There are effective, affordable
international services readily avail-

able through the World

Trade Center and the U.S.

Commercial Service. With

a relatively minor contribu-

tion to the World Trade

Center and the fostering of

strong working relation-

ships with the U.S. Commercial

Service, Alaskans can be assured of
streamlined, robust international business assis-
tance service for years to come.

The Legislature is not immune from criticism
about redundancy in international trade activities.

*

The House has two separate committees dealing
with international trade issues. In addition to
the House Special Committee on International
Trade and Tourism, and the House Special
Committee on World Trade, State and Fed-
.. eral Relations, the Senate and House leader-
"\ ship maintain separate staff and programs
AN for meeting the obligations of protocol and
bilateral agreements with foreign legislative
bodies.

Due to cooperation among the

leadership and the committee

chairpersons, the appearance

ofredundancy has been greater

than the reality. However, in or-

der to eliminate confusion and

invoke the same streamlining for

the legislature that is herein

preached for the executive branch, it will be rec-

ommended by Chairpersons, Representative John

Cowdery and Representative Ramona Barnes, that

the 21" Legislature should form asingle house com-
mittee for international affairs.

Ie* * %
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Epilogue

"To make no mistake is not in the power of man; but from their errors and mistakes the wise and
good learn wisdom for the future.” mPlutarch
In Tom Morris's book, If Aristotle Rnn General Motors/ be adopts the Aristotelian view that

four transcendent values have been present in all cultures throughout history. They are Truth,
Goodness, Beauty and Unity. Mr. Morris says these values reinforce each other and cannot be

achieved absent each other.

Further, Mr. Morris develops the rationale that certain organizational models foster these
transcendent values while others inhibit them.

He describes the Competitive Organization, the Comparative Organization and the Collabo-
rative Organization. Then he relates certain behavioral characteristics that are manifest in
each model.

The Competitive Model is characterized by adversarial thinking. At the other end of the
continuum, the Collaborative Model is characterized by synergism and partnering.

By the lights of many who are involved in Alaska’s international trade activities, we have an
abundance ofresources chasing scattered notions ofsuccess. "Synergism and partnering"” would
go a long way toward improving the results we get from our public expenditures.

Change is needed. Organizations change for better or worse just like people do. They can
change as a result of conscious decisions, or drift along like bubbles...

a - If Aristotle Ran General Motors; The Soul of New Business, Thomas V. Morris, Henry Holt &
Company, New York, 1997
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Footnotes

1- Private Sector International Business Needs Assessment, by the World Trade Center for the Alaska Leg-
islature, 1995, pages A-l, A-2

2 - Agency Evaluation Recommendations, Mr. Timothy Lane for the Alaska Legislature, 1995, page 2.

3 - Resolution of the Interim Task Force on International Trade, 1996, See Appendix "C".

4 - 1996 International Trade and Tourism Committee Report on Tourism, Recommendations 1(b).

5- Summary Report on Tourism, Representative Beverly Masek, ITT Committee past Chair, pages 2-3.

6 - 1996 International Trade and Tourism Committee Chair recommendations, point #3.

7 - Alaska Visitors Association, Millennium Plan, as submitted to the 20th Legislature, 2nd session.

8 - Alaska: Guide to Export Assistance, Division of Trade and Development, State of Alaska, page 14

9 - Establishing a Business in Alaska, Division of Trade and Development, State of Alaska, back cover.

10 - Per personal communication with Ms. Pricilla Wohl, DTD Trade Specialist.

11-1bid.

12- Agency Evaluation Recommendations, Mr. Timothy Lane for the Alaska Legislature, 1995,
page 4, 5.

13-Ibid, page 10

14 - Private Sector International Business Needs Assessment, by the World Trade Center for the Alaska Leg-

islature, 1995, (Ofthe 271 respondents to the Private Sector International Business Needs Asscssmentonly
17 businesses (6.5%) indicated that they did or would use the Division of Trade and Development

for assistance.)
15 -AIDEA, 1997 Annual Report, inside cover.
16 - http://www.acib.uaa.alaska.edu/arc/missionstat.htm
17 - Alaska: Guide to Export Assistance, Division of Trade and Development, State of Alaska, page 17

18 - (http://www.alaska.net/~export/)

19- Alaska: Guide to Export Assistance, Division of Trade and Development, State of Alaska, page 34

20 -1bid, pages 2-3

21 -The International State, Crafting a Statewide Trade Development System, Carol Conway and William
Nothdurft, The Aspen Institute, 1996, pages 96-97

22 -Agency Evaluation Recommendations, Mr. Timothy Lane for the Alaska Legislature, 1995, page 2

23 - Private Sector International Business Needs Assessment, by the World Trade Center for the Alaska Leg-
islature, 1995, Table VII-E.

24 - Robert Poe € Associates, "Financing Alaskan Exports” prepared for AIDEA, page 32

25-February 7, 1996 Division of Trade and Development Discussion Paper, Section B
(see appendix G).

26 -Private Sector International Business Needs Assessment, by the World Trade Center for the Alaska Leg-
islature, 1995, pages B-16, B21

27-1bid, Table VII-B

28 -February 7, 1996 Division of Trade and Development Discussion Paper (see appendix G).

29 -Ibid.
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A ppendices

Private Sector International Business Needs Assessment (1995), an exhaustive study of the needs
of Alaska Businesses conducted by the World Trade Center under contract to the Alaska Leg-
islature.

Agency Evaluation Recommendations (1995), an analysis of the Needs Assessment by International
Trade Consultant Timothy Lane under contract to the Alaska Legislature.

Resolution of the Interim Task Force on International Trade (1996), spells out the conclusions
and recommendations of the Task Force in light of the Needs Assessment and Mr. Lane’s
report.

Alaska Top Ten Export Guide, Division of Trade and Development, State of Alaska.

Alaska Guide To Export Assistance, Division of Trade and Development, a comprehensive
Department publication which outlines all of the business assistance services available in Alaska

Interim Task Force on International Trade, International Support Network Restructuring
Recommendation Recommendations, specific funding allocation recommendations of the Task force
in light of the Needs Assessment and Mr. Lane’s report.

February 7,1996 Ms. Sedwick letter to International Trade & Tourism Chairs, the Department’s
response to the Task Force’s recommendations.

International Trade and Tourism Committee Meeting Excerpts which highlight the findings of
the Needs Assessment.

Alaska Consular Corps Table.

Appendices are in the possession of the Ilouse Special Committee on international Trade and Tourism until the end of he
20th Legislature at which time they will he transferred to Ilouse Records, 130 Seward street, Suite 211, Juneau, AK 99801






Tony Knowles, Governor

M A I M 1111 W. 8th Street, Suite 208
P.0. Box 25509
DEPARTMENT OF LABOR Juneau. Alaska 99802-5509
EMPLOYMENT SECURITY DIVISION Phone; (907) 465-2712
FAX: (907)405-4537

Director's Office

February 12, 1999

The Honorable Norman Rokeberg, Chair
House Labor and Commerce Committee
Room #24, State Capitol

Juneau, AK 99801

RE: Interstate Benefit Plan

Dear Representative Rokeberg:

This is in response to your follow-up request for more detailed information about the
Interstate Benefit Plan, specifically with regard to unemployed workers who live in
Alaska and file for benefits elsewhere, and about unemployed workers who ve
elsewhere and file for benefits against Alaska.

As background information, it may be informative to note that when the Social Security
Act of 1935 passed and state unemployment laws were enacted, agreement between
states was necessary to protect covered workers. This protective agreement became
the Interstate Benefit Plan to which all state unemployment programs subscribe. The
plan provides a method to pay unemployed workers who earn wage credits, have valid
unemployment claims on file, and who otherwise may be deprived of benefits because
of their absence from a state in which their credits were accumulated. Statistics are
maintained to track how many individuals file claims under the Interstate Benefit
Payment Plan (see below and attached charts), however, there are no requisite data to
track the amount of benefits paid to individuals.

The figures below reflect data for 1998:
Individuals in Alaska filing against another state:

4,326 New Claims Filed
22,080 Weeks of Unemployment Claimed
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The Honorable Norman Rokeberg Page 2
February 12, 1999

Individuals filing against Alaska while residing in another state:

13,822 New Claims Filed
132,746 Weeks of Unemployment Claimed

I have attached two charts reflecting the data requested. When reviewing charts,
please note that the term, "Interstate Taken as an Agent State," reflects individuals who
reside in Alaska and file for benefits against another state, and the term, "Interstate
Received as Liable State,” reflects individuals who file for unemployment benefits

against Alaska while residing in another state.

I hope this information better answers your questions on this subject. Please do not
hesitate to contact me should you need further assistance.

Sincerely,
RNG/CG:mj
Enclosures (2)
ccC: Members of House Labor & Commerce Comm'itee:
Andrew Halcro
John Harris

Lisa Murkowski
Jerry Sanders
Tom Brice
Sharon Cissna



Interstate Weeks Claimed -1998
Agentand Liable
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Totals for 1998 - Interstate Taken As Agent State = 18035 Interstate Received As Liable State = 103336



Interstate Initial Claims -1998

Agentand Liable

2000-
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Totals for 1998 - Interstate Taken As Agent State = 3472 Interstate Received As Liable State = 10399



Tony Knowles, Governor

Vry 1111 W. 8th Street, Suite 208
P.O. Box 25503
DEPARTMENT OF LABOR Juneau, Alaska 99802-5509
Phone: (907) 465-2712
EMPLOYMENT SECURITY DIVISION FAX: (907)465-4537

Director's Office

February 8, 1999

7 e o
The Honorable Norman Rokeberg, Chair I%A)
House Labor and Commerce Committee
Room #24, State Capitol
Juneau Alaska 99801

Dear Representative Rokeberg:

In response to questions raised during my testimony before the House Labor & Commerce
Committee on Tuesday, February 2, 19991am providing information regarding the three areas of
inquiry: Interstate Benefits and Nonresident Workers; Unemployment Insurance Funding; and,

the State Training and Employment Program (STEP).

Interstate Benefits

Interstate claims comprise annually an average of 20% of the total unemployment insurance
workload. The percentage varies throughout the year due to seasonal fluctuations in the total
workload for unemployment insurance benefits. In 1998 the Alaska Unemployment Insurance

Program issued
in-state benefits totaling $96,503,052. By industry, for the top three, this breaks down as:

In-State Benefits:

Services $20,469,052
Construction $19,288,194
Manufacturing $10,066,630

In 1998 a total of $22,493,584 in unemployment insurance benefits weie paid to interstate
claimants. By industry, for the top three, this breaks down as:

Interstate Benefits:

Manufacturing $7,295,672
Services $4,269,413
Trade $2,634,055

To provide detailed information regarding benefits paid to interstate claimants, | have attached a
data table from the 1998 Unemployment Insurance Actuarial Study & Finance Handbook. This

'), Aunit'd ROl gt i y C.D



table details the number of'weeks paid by year and industry, the number of first Ul payments by
year and industry and the total amount of payments by year and industry.

Nonresident Workers

Based on a report issued by the Alaska Department of Labor Research and Analysis Section for
1996, 70,907 nonresident workers in Alaska were employed in the private sector. A total of
$857,344,181 in wages was paid. The top three industries affected by nonresident workers and

wages are:

By workers:
Manufacturing 21,130
Services 15,754
Retail Trade 14,830

By wages:
+Mining $192,742,350
Manufacturing $190,133,760
Services $146,892,608

¢ An item of interest, mining wage totals were paid to 4,105 workers.

The above data was determined by matching the Alaska Department of Revenue Permanent Fund
Dividend file with the Alaska Department of Labor wage file. A new report for the year 1997
will be available in the next couple of weeks. | will be happy to forward a copy of this report as

soon as it becomes available.

Unemployment Insurance Funding

The portion of the Social Security Act affecting unemployment tax is the Federal Unemployment
Tax Act, commonly called FUTA, which is managed by the Social Security Board. Under
FUTA, most employers must pay a federal tax on their payrolls, whether or not they are subject
to the unemployment insurance laws of any state. Ninety percent of this money returns to the

employers as a tax credit under two conditions:

m  The state in which these employers do business must also collect payroll taxes and
pay unemployment benefits in accordance with federal requirements.

m The individual employer must properly report and pay unemployment
contributions to the state.

A portion of the remaining 10% of the FUTA taxes is returned to the state to pay its
administrative expenses on the condition that its law and administration of it are in accordance

with federal standards.

Administrative costs of the unemployment insurance program are paid, in Alaska as elsewhere,
from the money collected by FUTA taxes from employers. This money also pays Alaska state



workers’ salaries for providing unemployment services, earned by the number of various
unemployment insurance activities performed, such as claims taken and eligibility decisions
rendered. Because Alaska is small in population and vast in geographic area, its per-person costs
are disproportionately high, and the Social Security Board considers this factor in the distribution
of FUTA money in Alaska. The Alaska Department of Labor, Employment Security Division’s
cost of doing business is only 10 cents for every dollar of benefits paid, with seven cents of this
cost paid for the administration of benefits and three cents for cost of collecting revenue.

Alaska’s employers contribute to the Alaska account of the Federal Unemployment Trust Fund,
which, by FUTA regulations, may be used only to pay unemployment benefits. Federal and state
agencies do not contribute to the Trust Fund, but instead are charged directly for all benefits paid
to their former employees. Non-profit employers may also use this option if they feel it is to
their advantage. If unemployed workers were employed in other states, those states are charged
in proportion to the worker’s wages for the unemployment benefits paid on Alaska claims.

Alaska is one of only three states - New Jersey and Pennsylvania being the others - that charges
both employers and employees to fund benefits. Currentlv, employers pay 80% of the cost of

benefits, and employees pay 20%.
State Training and Employment Program (STEP)

The State Training and Employment Program (STEP) was established in 1989 to fund a wide
range of state-specific worker training initiatives. Since 1989, STEP has provided training to
more than 9,000 Alaska workers. The goals ofthe STEP program are to:

m  Flelp prevent future claims against unemployment benefits
Foster new jobs by encouraging businesses to locate in Alaska due to availability
of a skilled labor force and minimized unemployment costs

m Increase training opportunities to those workers severely affected by fluctuations
in the state economy or technological changes in the workplace.

The Alaska Department of Labor collects one tenth of one percent of the employee
unemployment insurance tax contributions and passes the funding through the Alaska Human
Resource Council (AHRIC) to the Alaska Department of Community and Regional Affairs
(DCRA). DCRA in turn awards grants to private employers to train and hire unemployed

workers.

Oversight of the STEP is centered at the AHRIC, while general management of the program is
the responsibility of the Job Training Partnership Office within the DCRA. The Department of
Labor is responsible for the financial administration ofthe Employment and Training account.



