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A non-profit umbrella organization consisting of a variety of economic
development entities, committed to the development of an Alaska
Comprehensive Economic Development Strategy (ACEDS) and
accompanying realistic action plan to identify, prioritize, and implement the
state’s economic development program.

Ultimately, this plan — branded as the “Alaska Forward” initiative — will
provide guidance to the Alaska legislature, government policy-makers,
regional economic development groups, and local community entities.

Come join the “Alaska Forward” initiative — a plan for the Next Generation
economy in Alaska

Alaska Forward: Towards a Next Generation
Economy

The Consulting Team

A project having two phases:

* Phase 1- Situational Analysis; an “economic reality check”
now coming to its close

* Phase 2 —Strategy Development; to focus on
recommendations for potential new economic development
directions, new policies and new practices. This work will
begin shortly.

GLOBAL IHS Global Insight — the global leader in economic
@ INSIGHT ~ and financial analysis, forecasting and marketing

intelligence for 40 years. Now part of IHS and
integrated with units such as IHS CERA, IHS Jane’s,
and IHS Lloyd’s Register-Fairplay.

Economic Competitiveness Group — exclusive focus
% for 25 years on analyzing the drivers of regional
ECG economic competitiveness and strategy development.

McDowell Group — McDowell Group is Alaska’s most
experienced research-based consulting firm, with 35
years of experience studying business, economic and
social conditions throughout Alaska.
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Phase | - Situational Analysis Report

After the Situational Analysis, what can we say?

«  Economic Profile and Forecast

« Alaska's Industry Cluster Portfolio

«  Competitive Benchmarking

*  Global Market Opportunities

« Analysis of existing economic development objectives and strategies

« Assess the strengths and weaknesses of the state’s economic
development organizations

« Assessment of Entrepreneurship and Business Climate
«  Final Report - A Path to the Future

Alaska Forward is the right initiative at the right time; APED
looks forward to you helping us move from this study to the
hard work that is to come.

The problem: accumulating levels of future risk and declining
economic resiliency, due to:

» Continuing declines in oil production (source of 85% of state revenue)

» Uncomfortable trends in other natural resource sectors (regulations,
environmental concerns)

« Downturns in tourism

« Aging workforce

« Outmigration

« Weak culture of entrepreneurship

» Remoteness and related infrastructure challenges

« High energy and transportation costs

Making the challenge even greater, Alaska’s approaches to
economic development--its institutional methods—need
attention

Call to Action

The Key Problem:
Alaska’s comparative stagnation

Qil prices may stay at or above current levels, significant new
sources of oil and gas may be tapped, and federal
government national security spending may keep rising.

However, the probability that these events will not happen is
uncomfortably high.

This risk represents the basis of our call to action for a
different approach to economic development.
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Cyclical Output Performance

Getting Poorer

Gross State

Product
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Oil Prices — leading expert’s price scenarios

Reducing Risk, Strengthening Economic Resiliency--Many
regions around the world are developing their economies around
the concept of industrial clusters

Alaskans
should not
ignore the

downside
risks of the
price of oil.

Global supply exceeds
demand.

OECD oil demand peaked
in 2005.

Cheap sources of supply

still coming on stream.
Oil production costs are
being driven down.
OPEC members not

WTI Price Scenarios to 2020
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Seed Clusters: Fortunately Alaska has several
“clusters-in-the-making”

Peer State Benchmarking

« Cold climate technology

* Rocket launch technology

« Cold climate housing

* Specialized super computing capabilities

« Distance delivery -- education, medical, and management services
« Alternative energy and clean-energy (bio fuels, clean coal/coal gasification, etc)
* Specialty solvents

« Light aircraft operations and maintenance/navigation

« Marine and arctic biological sciences/potential for aquaculture

+ Remote communications technologies/systems

+ Aerospace technology/operations

« Naturally grown/grazed food products

From a strategic standpoint, these areas should be nurtured, as many
of the jobs of the future will emerge from these seeds

To assess the strength and performance of the state’s
economic foundations, the Phase 1 report identifies seven
peer states with which to compare Alaska.

Louisiana

* |daho

* Montana

* North Dakota
» South Dakota
* Washington
* Wyoming

Relatively well-educated workforce

Abnormally high dropout rates

Percentage of Population (25 and older) with Bachelor’s Degree or Higher

% of Total Population
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‘Source: U.S. Census Bureau, 2006-2008 American Community Survey.

Alaska has a well educated workforce. But employ regularly that
many entry-level workers cannot read, write or perform basic analytical functions

Event Dropout Rate for grade 9-12, School year 2004-05

Dropout Rate (Grade 9-12), 200405
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Source: U.S. Department of Education, National Center for Education Statistics
[ However, the state has abnormally high drop out rates. }
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Relatively good tax environment

Weak R&D effort

State and Local Taxes As Percentage of Income, 2008

2%

10.1%

Percentage of Income (%)
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‘Source: Tax Foundation

Alaska does not levy individual income tax and state sales tax and
offers overall low business tax environment.
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R&D Expenditure as Percentage of Gross State Product, 2005

Percentage of Gross State Product (%)
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‘Source: National Science Foundation and Bureau of Economic Analysis

[Private Industry contributed only 12% of the total R&D spending in the )
state.
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Beyond the Statistics:
Situation Analysis Includes Stakeholder Feedback

A majority of web-survey respondents said that the effectiveness of
current and past economic development efforts were not effective.

Outreach effort aimed at gathering opinions from Alaskans about economic
development opportunities and challenges

« Interviews with 75 economic development professionals and industry
representatives from throughout Alaska

* Meetings with a variety of stakeholder groups

« On-line survey gathering public opinion about economic development in
Alaska; more than 300 responses

Alaskan’s are worried about the state’s economy and,
importantly, whether today’s approaches to economic
development are the best way to improve the situation
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How WOULD YOU RATE THE EFFECTIVENESS OF ECONOMIC DEVELOPMENT EFFORTS IN ALASKA
(N=300)

Don't Know Very Effective
5.0%

Somewhat
Effective
Not Effective 40.4%

52.1%
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Less than 6 percent of web-survey respondents said they were very
confident of the state’s ability to compete globally.

Energy costs and transportation links are seen as the biggest barriers
to development

HOWw CONFIDENT ARE YOU IN ALASKA'S ABILITY TO COMPETE GLOBALLY?
(N=300)

Don't Know
6.3%

Not Somewhat
Confident Confident
47.9% _\ 40.0%
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How SIGNIFICANT ARE THE FOLLOWING BARRIERS TO ECONOMIC DEVELOPMENT IN ALASKA?

OSignificant barrier  BModerate barrier

Quality of life

Telecommunications

Energy costs

Transportation Linkages to Markets
Transportation Linkages to Suppliers
Technology

Job-readiness of Entry-Level Workforce
Availability Semi-Skilled Workforce
Availability Professional/Technical Workforce
State Regulations

Federal

i

Access to Capital

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%100%

Surprising degree of consensus from stakeholders

Alaska’s Economic Development “System:” Many economic
development organizations with diverse funding sources, geographic
scopes, missions and approaches

» Lack of statewide leadership and coordination of economic development
resources seen as obstacles, past and present

« Alaskans continue to view natural resources as the greatest opportunity
for economic development

« Greatest barriers include high cost of transportation, cost of energy, and
federal regulations
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Geographic Key Organizations
Scope

Alaska Industrial Dev't Denali

and Export Authority || Commission || Growth Capital
Funding L
Agencies
USDA Rural Df‘f;:m': ¢ || Small Business
Development ety || Administration
State Level ;
AlaskaDeptof || Univ.ofAlaska |[o oo
Research ommerce. Community || Center for Dot
researc! and Econ. Dev't Econ. Dev't * e
and
Technical
Assistance Alaska Maska Village Numerous
Manufacturing e tive || Inaustry Specific
Extension Partnership Support Orgs
Bisiness Alaska State Alaska Numerous
and Chamber of Municipal Industs
Community < pbess o "
S ommerce eague rganizations

Regional Level Alaska Regional Regional Tribal Western Alaska
evelopmen s Community Dev't
Organizations (ARDORs) g Quota (CDQ) Groups
Borough/ Local Chambers Local Econ. Local Tribal
Municipal Level of Commerce Dev't Groups Organizations 28




The effectiveness of Alaska’s EDOs appears subject to
several overarching issues

What do you do in such a situation? Move forward
with a collaborative strategy development process

Need for Leadership and Coordination

Need for Explicit Goals and Strategies

. Need to Integrate Short-term and Long-term Initiatives
Challenges of Geographic Isolation

Challenges Supporting and Adding Value to Existing Industries

N

Developing an Institutional Framework to Elevate the Impact of
Knowledge-based Industries

These are serious challenges, but other regions have been
successful by taking non-traditional approaches to
economic development
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Public-private processes (public funding, private-public leadership)

Seek a shared economic vision among stakeholders—"Natural
Resources, PLUS”

Inclusive, direct engagement of cluster leaders

Focus simultaneously on economic sustainability and diversification
« Wealth generating clusters must remain competitive
« Achieve diversification by placing special attention on emerging clusters

Identify priorities and make strategic investments in “economic
infrastructure” that will be the foundations of the state’s next economy

- Appropriately skilled, and adaptable human resources

- Available technology, appropriate for the state’s industrial clusters

- Financial mechanisms, for existing and new enterprises

- Seek pro-competitive business climate

- Strategic investments in physical infrastructure 30

Process success factors

Join Us

» From this point forward, build momentum and maintain it

* Minimize gap between analysis, strategy development and
implementation of new policies and practices

» Fast track some high visibility/high probability initiatives

» Early wins with low-hanging fruit builds confidence in the
process

Alaska is not alone in moving to a collaborative, cluster-based
approach to economic development
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While Alaska’s premier economic development organizations
are at the forefront of the Alaska Forward initiative......

APED cannot do this alone. Please find a way to participate
with us in this important initiative.

Please JOIN US!

www.alaskapartnership.com
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