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STATEWIDE PROGRAMS

OFFICE OF THE COMMISSIONER
COMMISSIONER’S OFFICE (6 POSITIONS)
STATEWIDE DEPUTY COMMISSIONER <4 POSITIONS)
EQUAL EMPLOYMENT AND CIVIL RIGHTS (12 POSITIONS)

INTERNATIONAL AIRPORT REVENUE FUND CONTROLLER’S
OFFICE (4 POSITIONS)

INTERNAL REVIEW (14 PO5ITIONS)
STATEWIDE MANAGEMENT AND FINANCE

MANAGEMENT AND FINANCE (42 POSITIONS)

STATE EQUIFMENT FLEET (9 POSITIONS)
STATEWIDE INFORMATION SYSTEMS

INFORMATION SYSTEMS (31 POSITIONS)

PAGE

X X X X X X

15,751,200

504,100
207,900
681,700

228.500

"842,500

2,4567600

756.500

1,911,800
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.23
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27

DEPARTMENT OF TRANSPORTATION/PUBLIC FACILITIES (CONT.>

STATEWIDE PLANS. PROGRAMS, AND BUDGET
PLANS, PROGRAMS AND BUDGET _< 31 _POSITIONS)
S5TATEWIDE AVIATION PLANNING (9 POSITIONS)

STATEWIDE RESEARCH

STATEWIDE RESEARCH (12 POSITIONS)

STATEWIDE ENGINEERING AND OPERATIONS STANDARDS.

ENGINEERING AND OPERATIONS STANDARDS (28 POSITIONS)

CIP PROGRAM (58 POSITIONS)

CENTRAL REGION PROGRAMS
CENTRAL REGION ADMINISTRATIVE SERVICES
ADMINISTRATIVE SERVICES (36 POSITION)
STATE EQUIPMENT FLEET (58 POSITIONS)
AIRPORT LEASING (7 POSITIONS)

CENTRAL REGION PLANNING

PLANNING (18 POSITIONS)
CENTRAL REGION DESIGN AND CONSTRUCTION
ENGINEERING MANAGEMENT (75 POSITIONS)
CIP PROGRAM (521 POSITIONS)..
CENTRAL REGION MAINTENANCE AND OPERATIONS
HIGHWAYS.AND AVIATION (291 POSITIONS)
TRAFFIC SIGNAL MANAGEMENT
FACILITIES (26 POSITIONS)
ADMINISTRATION (18 POSITIONS)

ANCHORAGE INTERNATIONAL AIRPORT

28

ALLOCATIONS

1,673,100

295,800

796,200

1,791,700

3,759,800

1.618.700
6.116.700

391,900

963,800

9,987,300

22,850,200

.16,989,900
1,126,000
2,901,200

869,900

APPROPRIATION

ITEMS

APPROPRIATION FUND SOURCES 2

GENERAL FUND

OTHER FUNDS 3

58,809,600

29,627,300

39,182,300 12
13
19

15

20,110,100

B 75

16

17

18

19

20

22

29

25

26

20.110.100 27

23



DEPARTMENT OF TRANSPORT*tIQN/PUBtIC FAC1L1IIES

(CONI.)

APPROPRIATION APPROPRIATION FUND SOURCES

ALLOCATIONS ITEMS GENERAL. FUND

10
11
12

13

19

15

16

17

18

,20

21
22

23

FIELD MAINTENANCE (50 POSITIONS)
BUILDING MAINTENANCE (99 POSITIONS)
SECURITY (79 POSITIONS)

CUSTODIAL (69 POSITIONS)

EQUIPMENT MAINTENANCE (15 POSITIONS)
ADMINISTRATION (29 POSITIONS)

DATA AND WORD PROCESSING

NORTHERN REGION PROGRAMS

NORTHERN REGION ADMINISTRATIVE SERVICES

INTERIOR'DISTRICT ADMINISTRATIVE SERVICES
(30 POSITIONS)

WESTERN DISTRICT ADMINISTRATIVE SERVICES
(3 POSITIONS)

SOUTHCENTRAL DISTRICT ADMINISTRATIVE SERVICES

(7 POSITIONS)
DATA AND WORD PROCESSING

INTERIOR DISTRICT STATE EQUIPMENT FLEET
(56 POSITIONS)

WESTERN DISTRICT STATE EQUIPMENT FLEET
(9 POSITIONS)

SOUTHCENTRAL DISTRICT STATE EQUIPMENT FLEET

(21 POSITIONS)

AIRPORT LEASING AND PROPERTY MANAGEMENT
(5 POSITIORS)

NORTHERN REGION PLANNING

PLANNING (16 POSITIONS)

NORTHERN REGION DESIGN AND CONSTRUCTION

ENGINEERING MANAGEMENT (38 POSITIONS)

3,068,900
9,190,900
9,326,000
3.209,900
1.319,500
3,989,600

60,800

65,981.700 26.832,200

1,590,900

169,100

195,600

32,7TS(T

7,008,600

963,200

2,300,300 7

337,800

951,100

2,898,300 ....... "

P.<GE 29 HB 75

OTHER . FUNDS

39,199,500
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19

15

16

17

18

19

20



1

10

11

12

13

14

15

16

DEPARTMENT OF TRANSPORTATION/PUBLIC FACILITIES

CIP PROGRAM (484 POSITIONS)

INTERIOR DISTRICT MAINTENANCE AND OPERATIONS
HIGHWAYS AND AVIATION (174 POSITIONS)
FACILITIES (25 POSITIONS)
ADMINISTRATION (7 POSITIONS)

WESTERN DISTRICT MAINTENANCE AND OPERATIONS
HIGHWAYS AND AVIATIDT (30 POSITIONS)
FACILITIES (5 POSITIONS).
ADMINISTRATION (2 POSITIONS)

SOUTHCENTRAL. DISTRICT MAINTENANCE AND OPERATION
HIGHWAYS AND AVIATION (57 POSITIONS)
FACILITIES. Q6 POSITIONS) ...

ADMINISTRATION (6 POSITIONS)

17 FAIR BAtIKS _I_NTERNAT I ONAI_A IRPORT

18

19

20

21

22

23_

24

25

26

SOUTHEAST REGION PROGRAMS

FIELD MAINTENANCE (17 POSITIONS)
BUILDING MAINTENANCE,(8. POSITIONS)
SECURITY (43 POSITIONS)

CUSTODIAL (.13. POSITIONS)

ADMINISTRATION (12 POSITIONS)

SOUTHEAST REGION ADMINISTRATIVE SERVICES
ADMINISTRATIVE SERVICES (22 POSITIONS)

STATE EQUIPMENT FLEET (15 POSITIONS)

(CONT.)

PAGE

ALLOCATIONS

21,022.500

14,947,300
3.654.400

589, C0O0

2,695,900
574,800

135,600

4.048.400
.1,692,000

279,700

1.584,100
1,382,300
3.032.800

658, 100

1.417.800

953.100

1.660.600

APPROPRIATION

ITEMS

APPROPRIATION FUND SOURCES

GENERAL FUND

_ 8,075,100

21,216,100

10,228,300

HB 75

OTHER FUNDS

8,075,100

10,987,300

10

11

12

13

14

15

16

17

18

19

20
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22

23
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26



10

12

13

15

«

17

1*

19

25
21

22

23

29

25

26

SOUTHEAST REGION PLANNING
PLAHNING (5 POSITIONS)

SOUTHEAST REGION DESIGN AND CONSTRUCTION
ENGINEERING MANAGEMENT (67 POSITIONS)
CIP PROGRAM (118 POSITIONS)

SOUTHEAST REGION MAINTENANCE AND OPERATION-
HIGHWAYS AND AVIATION (55 POSITIONS)
FACILITIES (26 POSITIONS)
ADMINISTRATION (6 POSITIONS)

ALASKA MARINE HIGHWAY SYSTEM

MARINE ADMINISTRATION
ADMINISTRATION (96 POSITIONS)

MARINE FACILITIES ENGINEERING
MANAGEMENT (5 POSITIONS)

CIP PROGRAM (22 POSITIONS)

MARINE MARKETING AND SERVICES
MARKETING MANAGEMENT (32 POSITIONS)
SOUTHEAST SHORE FACILITIES (38 POSITIONS)
SOUTHWEST SHORE FACILITIES (5 POSITIONS)

MARINE OPERATIONS
MANAGEMENT (16 POSITIONS)

SOUTHEAST VESSEL OPERATIONS AND OVERHAUL
(627 POSITIONS)

SOUTHWEST VESSEL OPERATIONS AND OVERHAUL
(98 POSITIONS)

PAGE

31

ALLOCATIONS

365,300

9,012,800

5,833,100

9,339,600
3,726,900

329,700

2,331,700

933,000

1,393,100

2,271,200
2,359,600

968.000

1,201,100

36,571,200

8,091,600

APPROPRIATION

ITEMS

55,070,500

APPROPRIATION FUND SOURCES

GENERAL FUND

51.026,800

HB 75

OTHER FUNDS

9,093,700
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January 27, 1987

DEPARTMENT OF TRANSPORTATION & PUBLIC FACILITIES
OPERATING BUDGET COMPARISON
AND NARRATIVE OVERVIEW
FY86 AUTHORIZED - FY88 GOVERNOR®"S REQUEST
(in millions)

Source of FY86 FY87 FYs7 FY88 $ Change

Funding Authorized Authorized Revised Governor"'s FY87 Rev.
Request™ to FY88

Gen. Fund $177.8 $161.4 $143.4 $124.1 ($19.3

Other Funds 116.2 118.5 118.8 122.1 3.3

Dept. Totals $294.0 $279.9 $262.2 $246.2 <$16.0

% G.F. Change <0.4>% <9.2>% <11.2>% <13.5>%

From Previous

Year

*Excludes $5.2 million switch to user fees for Dalton
Highway toll charges.

General fund decrements totalling $21.1 million and one general

fund increment for $1.8 million for Marine Highways Risk Manage —
ment increases have been accepted by the Governor. This 1is a net
reduction of $19.3 nullion for the Department of Transportation

and Public Facilities (DOT&PF). This yields a 13.5% departmental
reduction from the FY87 Revised general fund budget. Please note
this includes a net reduction of approximately 14% for the Alaska

Marine Highway System (AMHS) and a 13.1% cut for all remaining
DOT&PF general funds.

In addition, it 1is proposed that $5.2 million be changed from
general funds to user fees to reflect operation of the Dalton
Highway as a toll road. This would bring the general fund (GF)
reduction to $24.5 million, or 17.1% of the Department®"s FY87
Revised GF budget. However, since this proposal would require
separate legislative action this funding change 1is being consid—
ered as a part of the proposal for new legislation rather than as
a part of the Department®"s budget.

Excluding the AHMS, and the Dalton Toll proposal, a general fund
reduction of 13.1% and $11.0 million from the FY87 Revised GF
level of $84 million is proposed. This 13.1% reduction in FY88



would mean that units of the department other than AHMS have been
reduced by 36.1% since the FY86 authorized GF budget.

A net reduction for the general fund portion must be viewed in
light of the overall impact to revenue from cuts to the AMHS.
The AMHS has a FY'87 general fund revised budget of approximately
$60 million and a subsidy level of about $30 million. We have
identified the impacts from reducing the subsidy level by about
$6 million, which results in a total reduction to the AMHS gener-
al fund budget of about $8.4 million due to revenue cuts.

MAJOR HIGHLIGHTS

The following depicts the major impacts from adoption of these
proposals:

(1) Elimination of all state maintenance on nearly 1,600
miles of roads currently on the state maintenance system
that are not considered the highest priority routes, or
do not require minimal maintenance efforts due to in-
vestment of federal funds:

(2) Elimination of all maintenance except for minimal safety
repairs and physical highway protection (which adds a
hidden cost for increased legal liability) for approxi-
mately 800 miles of highways that are not priority
routes, but have federal investment requiring continued
state efforts to protect this investment;

(3) Reduction of maintenance funding by another 8% on the
remaining 2900 miles of roads, which means a total
reduction well in excess of 25% for maintenance and
operation of these facilities in less than 18 months;

(4) Elimination or reduction of airport maintenance by over
7%, with particular emphasis on daytime operations only
and major reduction of winter maintenance at certain
airports statewide;

(5) Substantial reductions in Marine Highway service includ-
ing unmanned layup of 6 vessels for a total of 29
months. This will affect at least 230 crew members.
This leaves the Southeast system with no change to
summer service, but only one mainline vessel and one
feeder vessel for the other 8 months of the year, and
the Southwest system with single vessel service for 6
months and no service for 2 months during the winter,

(6) Institution of a toll or user fee charge of approximate-
ly $500 per trip, per 18-wheeler for commercial use of
the James Dalton Highway north of the Yukon River, which
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may lead to eventual closure due to inability to recover
adequate tees;

(7)  Elimination of maintenance for campgrounds, rest areas,
turnouts and waysides, land fills, and litter pickup for
state highways to preserve funds for essential M&O
functions; and

(8) Reductions in facilities maintenance including janitori-
al services for state buildings from 5 to 3 days per
week, %rounds-keeping, and clearing of snow and ice from
sidewalks and parking areas

HIGHWAY MAINTENANCE & OPERATIONS

The impact to highway M&0 is particularly troublesome when viewed
in a longer term context. Since 1980, DOT&PF's responsibilities
have grown over 10%, while available real dollars have decreased
by nearly 30% under the FY'87 revised budget.

To gain additional perspective, consider the likely effects of
the FY'87 reductions already taken:

(1) Little preventative maintenance anywhere on the system,
which means little highway crack sealing, patching or
resurfacing.

(2) Traffic services such as snow plowing, striping, and
pothole patching can only be performed on a priority
basis, and roads to recreational areas and low traffic
rural and suburban areas can be plowed only if time
permits; and

(3) Routine summer maintenance will have to be eliminated or
drastically curtailed if extraordinary winter snow and
ice conditions occur.

Following the M&0 cuts in August 1986, it is no longer possible
to cut further on the basis of a straight percentage decrease
across the entire system. Instead, it has been necessary to
structure further reductions on a programmatic basis by classify-
ing the highway system as follows:

(1) Category I: Priority routes that provide the intrastate
connecting system between the population and economic
¢ centers, airports, and major harbors, thereby covering

Alaska's fundamental transportation links.

(2) Category Il: Routes where the state has invested suffi-
cient federal funds to contractually bind us to provide
a minimum level of maintenance to realize anticipated
service life of the constructed improvements.



(3)Category II1: All other routes that the state currently
has on the state maintenance system.

We have further differentiated the importance of state efforts
for maintenance into eight groups. These arein increasing order
of importance (1) snow and ice control on Category Il reads
within organized governmental units; (2) all activities on Cate-
gory Il roads within organized governmental units; (3) snow and
lce control on Category Il routes within organized governmental
units; (4) snow and ice control for Category IIl routes outside
governmental units; (5) snow and ice control on Category Il roads
outside governmental units; (6) all activities on Category Il
roads outside governmental units; (7) maintenance at 30s of

historical levels for Category Il roads within governmenta
units; and (8) maintenance at 30% of historical levels on Catego-
ry Il routes outside governmental units

The basic assumption is that a currently organized governmental
unit would be better able, and probably more likely, to assume
maintenance responsibilities for routes within their boundaries
than people outside of a governmental unit. Please note this may
require legislative action to grant road powers in certain cases.
This also recognizes that for many routes in rural areas there s
not an identifiable user group to assume this responsibility. We
have also assumed that while snow and ice control is important,

it is less critical in the long run than basic life/safety and
structural maintenance efforts, partially because of our agree-
ment with the Federal Highway Administration (FHWA) to prevent
highway deterioration.

While we tried to structure the decrements in increasing order of
importance, and with as much individual selection as possible to
allow decisions other than simply "take it or leave it," it 1is
important to underscore the radical and severe nature of these
proposals. First, these cuts have -been prepared on top of other
drastic cuts that we're currently managing, with cost data gaps
regarding current performance. Second, there has been no public
involvement to review and legitimize the methodology. Third,
there may be administrative code and federal legal constraints
hindering or preventing implementation of some of these propos-
als.  Finally, there is probably a hidden cost of increased legal
liability Jrom implementing these proposals, which needs to be
scrutinize

AVIATION/BUILDING MAINTENANCE & OPERATIONS

The FY'87 aviation cuts have also severely curtailed preventative
maintenance work, such as runway crack sealing and patching.

Snow and ice removal may not always occur, depending on available
manpower. Certified airports may not be open for all scheduled
flights if safe operational conditions cannot be provided, or if
overtime is not available uo provide required crash/fire/rescue
(CFR) services. Additional curtailment of routine summer mainte-
nance efforts may also occur



The proposed FY'88 decrements reduce these efforts further, and
force more service elimination. Elimination of winter mainte-
nance may force operators to perform their own snow control or to
switch to a different airﬁort. Reductions or elimination of CFR
activities may restrict tne types of aircraft now using certain
runways. Specific impacts include the winter closure of Nome's
North/South runway, and service reductions or eliminations at
Barrow, Umiat, Northway, Betties, Tanana, Unalakleet, Talkeecna,
and Kotzebue. If significant cuts are pursued in the aviation
M&  area, more work 1s needed to ensure an equitable level of
service reductions statewide

FY'87 reductions for building M& have meant that efforts on
heating and ventilation components have been limited to emergency
repairs. Considerable deferred maintenance continues to accrue
Any FY'88 cuts would further exacerbate these problems.

ALASKA MARINE HIGHWAY SYSTEM

To date the AMHS has not incurred any substantial reductions in
available general funds, although there have been service reduc-
tions to offset cost increases. Since the AMHS's portion of
DOT&PF overall general fund budget is about 40%, it has become
necessary to scrutinize all components carefully and to propose
ways to achieve significant general fund reductions to accommo-
date your request.

Since the AMHS is a transportation entity that generates revenue,
the true cost to the state is not the total general fund appro-
priation, but is the net general fund cost or subsidy. Accord-
ingly, we have proposed three sets of decrements to reduce the
net subsidy by about $6 million for FY'88. Although we have not
structured our proposal in this fashion, we believe serious
consideration should be given to changing the current budget
method to provide program receipt authority to expend generated
revenues, along with the general fund subsidy needed to achieve
the selected service level. This separation in funding would
m&$% it clearer to all concerned there is a revenue asoect to the

The foHowin% depicts the specific impacts from reducing the
subsidy level by S6 million:

(1) Reduce M/V MALASPINA service by four months. Reduce M/V
Taku service by six months. Both vessels would be
placed in unmanned lavup. In combination with the
already scheduled Tlayup of the M/V COLUMBIA for six
months and the overhaul periods for every ship, this

will leave only one mainline vessel in service from
Seattle or Prince Rupert to Skaaway for eight months of
the year. This will impact approximately 164 crew

members during this period.
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(2) Reduce M/V AURORA service by four months resulting in
single feeder vessel service in Southeast for eight
months of the year versus the current four month period.
The M/V CHILKAT would increase service by four months to
?uPpI%ment service between Ketchikan and Prince of Wales

sland.

(3) Reduce M/V BARTLFTT service by six months., The M/V
TUSTUMENA will provide service for the entire Southwest
system, resulting in general- service reductions in the
winter, particularly between Valdez and Cordova. There
would be no service for two months during the winter

There are several key assumptions under each scenario. The basic
intent is to maximize service for Alaskans, at the expense of
tourist business if necessary. Although no service or cost
saving assumptions have been included for eliminating Seattle
service since current data is inconclusive, we intend to continue
reviewing this option as a means to improve service for Alaskans
without increasing the subsidy. Another key assumption is that
it would oe more cost efficient to maintain the same level of
summer service for the entire 1987 summer before instituting
reductions. This is because of (1) the FY'87 budget authorizes
initiation of this level; (2) these are the high revenue months;
(3) we have already published our schedule and are accepting
reservations; and (4) it would minimize the impact from imple-
menting cuts immediately. If earlier implementation of service
cuts is desired, we can analyze this further

We have not made any assumptions regarding possible savings to
minimize service cuts by fare increases. Further work is needed
to ascertain what service level savings can be obtained without
increasing the subsidy, although we believe there are some possi-
bilities here. Finally, no assumptions have bheen made about
further savings from negotiating wage and benefit concessions or

crew size reductions, or through major streamlining of the admin-
istrative side. Please also note there is an increment to fund
additional risk management expenses not covered in the current
base budget, which if not funded will cause a further reduction

in service.

[t is important to underscore that the proposed service cuts are
not "set in concrete," but merely a general sense of what service
levels would be by reducing the subsidy level, by $6 million. On
the other hand, our current review of available data suggests
that changes fairly close to these would be needed to obtain the
targeted level of savings. The AMHS is a difficult entity to
analyze correctly to achieve the savings we believe can he made
while preserving essential service levels. Any decision to
achieve major subsidy reductions will require more work together
to ensure we have a rational proposal.



JAMES DALTON HIGHWAY

While the Dalton Highway remains an important transportation
facility, we believe it is reasonable to consider covering all or
some of the high annual M&0O costs through a user fee or toll
charge. This 1s not a new issue, as evidenced by the state's
success in including the special provision in Sec. 1113 of the
Alaska National Interest Lands Conservation Act, which allows the
char%mg of tolls without facing an obligation to repay federal-
aid highway money used to construct the road.

The primary user and beneficiary from continued operation are
North Slope oil producers and Aleyska. While it can be argued
that we'd be biting the hand that feeds us, and clearly there
would be some reduction in tax receipts because of the additional
costs, we know of no covenant or agreement requiring continuation
of this support at our expense. The Department of Law has ad-
vised us that there may be some changes to state statutes needed
prior to initiating this proposal.

The per mile M& cost for the Dalton is higher by at least 70%
than for any other major rural transportation route in Interior
District. Further, ic is worth noting that since state assump-
tion of this responsibility in 1978, we have spent about $50
million in state capital dollars to support this function. While
it is conceivable that the net effect over time might be closure
of the road because aviation and/or marine modes are selected as
the more economical means for support of North Slope oil activi-
ties, we believe these are exactFy the type of hard choices
Alaskans are facing under declining revenues.

Outside of the hue and cry from the oil industry, the other major
group negatively impacted would be the trucking industry, partic-
ularly owner-operators. We are sympathetic to this concern in
lighc of currently depressed conditions, but ultimately the most
cost efficient means of transporting goods must be used to main-
tain economic stability and growth in Alaska. One answer, which
incidentally might also helE address the general complaints about
"unfair® competition from the Alaska Railroad Corporation

(ARRC), would be an interim state assisted training program to
relocate tru_ckin% industry people into other job oPportunities.
Another entity that would be negatively impacted the Dalton
closed would be the ARRC since they now haul a fair portion of
this business to Fairbanks. It might be necessary to contact
them to obtain an assessment of this impact.

A toll to recover the full charge of the department's maintenance
and operations costs for the Dalton Highway would mean a charge
of about $500 per trip for an 13-wheeler. Our costs are estimat-
ed to be $5.2 million annually, approximately $4.3 million in
Interior M & 0's Highway and Aviation component and $.9 million
in the Facilities component. In addition, we have requested an
increment for $.4 million in user fees to cover the costs associ-

ated with collection of the toll charges (.3 million would be the
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annual cost, plus a one time cost of moving and modifying the
checkpoint facility). The proposed toll does not include the
capital coats for resurfacing or major maintenance of this road.

ADMINISTRATION/PLANNING/DESIGN & CONSTRUCTION

During prior reduction reviews, considerable general funds reduc-
tions were obtained in these areas. A total of 30.5% of general
funds have been cut in these areas becween the FY'86 authorized
and FY'87 revised budgets. For example, a considerable portion
of the reductions made to achieve the FY'87 revised budget were
in these areas, allowing AMHS and M&0 cuts to be considerably
less than otherwise would have been the case.

Our decrements do include some additional general fund cuts in
the planning areas. Otherwise, we are not proposing any further
cuts at this time. It appears that sizeable "fat" trimming has
already occurred. There 1Is also a potential problem of making
reductions to the point that we face problems with the FHWA and
Federal Aviation Administration as to whether we are maintaining
sufficient state funded management and administration to continue
qualifying for federal highway and aviation money. Finally, we
do not want to propose any cuts in the administrative or account-
ing side at least until we have a better handle on the magnitude
of those problems, and the level of resources needed to fix them.

One change in the transfer area warrants mention. We are propos-
ing to raise the State Equipment Fleet (SEF) fixed fee rate from
51% of the budgeted FY'87 rate back to 72% of that rate. This
rate was dropped as a one-time cost savings measure for FY'87,
with an understanding that the rate wouln be re-instated to keep
the Highway Working Capital Fund fiscally sound over the long
term. It is our intention to maintain the 72% rate level for at
least the next two years, and then reass :ss what, if any, addi-
tional adjustments are needed, particula*ly in light of possible
reduced need for equipment due to other >udget reductions. We
project this increase will allow us to meet vehicle replacement
demand, while maintaining a positive cash flow. This means
increased fee costs of about $1.8 million for DOT&PF, which
represents about 85% of the SEF's business.

REORGANIZATION SAVINGS

The attached budget submission includes some adjustments for
organizational changes that have already been made, including the
deletion of a net 5 PX positions based on already taken personnel
actions. While further general fund savings are anticipated
through additional reorganization and streamlining of current
oFera_tion_s_, we are not prepared to present any further proposals
at this tiine



The Commissioner wants to assess the overall operations for a
period of time to ensure we don't destroy valuable portions of
the organization that are working well. It may be that some of
these savings won't materialize until mid to late FY'88 or at the
start of FY'89. Accordingly, we respectfully request an under-
standing that any savings in these areas will be given prio.rity
consideration for use to restore reduced or deferred DOT&PF M&O
activity.

REVENUE GENERATION

One way to offset some of the i-mpact of both the proposed FY'88
and actual FY'87 reductions is to generate more revenue through
our proposal to increase the motor fuel tax from 88 to 168 per
gallon. We estimate this will generate approximately $20 million
In additional revenue. We recommend using this increase to help
local governments and communities to pay for the increased M&O
costs for those roads and highways removed from the state mainte-
nance system. There may be other ways to generate further re-
ceipts, such as airport landing and tie-down fees, to offset
other reductions. We will continue to review these possibili-
ties.

SUMMARY

DOT&PF provides the state with numerous, essential transportation
services. There 1is no doubt that transportation serves a criti—
cal economic role in a state such as ours. We fear pursuing
major cuts, particularly in highway and aviation M&O, will only
exacerbate our current problems.

Accordingly, until we can develop some of these proposals more
fully, including greater acceptance by local communities of many
of these responsibilities, it is imperative that we carefully
analyze adoption of the large reductions we have identified, and
if possible, find other revenues to avoid drastic reductions.



OVERVIEW OF QUESTIONS ASKED BY HOUSE FINANCE COMMITTEE MEMBERS
DURING A PRESENTATION BY THE DEPARTMENT OF TRANSPORTATION.

Tuesday, January 26 1987, Commissioner Gutierrez and staff for
the Department of Transportation gave a budget presentation
and overview to the House Finance Committee.

Attached please find the Department®s proposed FY 88 budget
from the Governor®s office and an overview of the proposed
budget changes and cuts.

Much of the information presented at this meeting is in the
attached DOT overview report. Rather than be repetitive

I felt it may be helpful to update you on some of the
questions raised by House Finance Committee members at this
meeting.

1. Why have such substantial cuts been made in the areas of
M & O and to the Alaska Marine Highway System?

In 1985, major cuts were made in the areas such as
management and design and construction. No cuts have
been made in the AMHS and very minimal cuts, have been
made in M & O during the previous few years budget
cuts. Another point to consider is that when

looking at the cuts made to AMHS these cuts reflect
cuts from the 1987 "actual" figure and not the revised
figures - therefore, the cut to AMHS 1is actually less
than in other areas.

2. How did the department go about categorizing Class 1,
11 and 111 roads - were they categorized on a user
basis?

No. The department felt that if roads were categorized
on a user basis, heavily populated areas would have a
great deal more Class 1 roads than rural areas. Several
factors were taken into consideration including whether
the road provides freight transportation needs (Valdez
to Fairbanks), whether the road provides the only
access to the area, how many people live in the area
and numerous other factors where also taken into
consideration. The department feels that this

area is one that will need further consideration and
will ask for community input and advice from local

area DOT personnel to help prioritize the roads.

3. With the Capital Projects Cleanup, why can"t we just
get a computer print out of the total number of
projects currently authorized? Then, compile a
list of those projects that are physically under
construction, complete these projects and start
over again with all other projects so that are
books and information would be correct and so
that the problems with the Federal Government Highway
on reimbursement of Federal dollars could be overcome?
How long would it take to get this list?



It would be possible to compile a list and have

it available in a very short time, 3~5 days. The
department feels this would be very 1inaccurate as
the problem is with billings not being made to
projects. Therefore, it would take some time

to figure out what monies had not been billed to
projects and get the paper path moving along.

Also, some projects are in the planning and design
phase, some are under construction, some have

been completed and require outstanding bills

to be logged in before the project can be closed
out. Because of the methods used for billing to
the projects and the way 1in which project tracking
has been done, the department now finds that there
are currently thousands of projects that are in
question.

Because of the poor accounting system information
requested on projects before 1985 is difficult

to provide accurately. The older

the project, the harder it becomes to provide
accurate information.

As of 6/30/85, the capital projects clean up list

identified each project and the status of the project.

When the department changed over to the new state

accounting system this information was not recorded.

The department is currently working on correcting

the problems that exist.

Mr. Bob Poe has been hired to head up this project

and the department is currently working on:

1. Correcting the Federal billing system problem.
At the present time all bills submitted for
Federal reimbursement receive a manual audit
from the Feds before reimbursement is made.
This is partly due to previous incorrect
billings and also an inefficient systenm
for compiling the bills.

The department is in the process of requesting
proposals for putting in place a system that
will adequately perform all FHWA billings.

The contract should be awarded within 45 days
and the system should be in place in 6 months.

2. The department is also bringing on board two
C.P.A."s to help set up and administer the
new accounting systenm.

Is there statutory language changes required to turn the
Dalton Highway into a <oil road? Is there anything that
prevents turning a roai that received consideral Federal
funds into a toll road?



Based on discussions with the Department of law,DOT
believes it advisable to amend As 19.40 to make it
clear this arrangement would be legal, therefore yes,
an amendment to the AS 19.40 would be required.

The State of Alaska has a specific exemption from
the requirements under Section 11.13 of the lands
bill and relieves the state of any requirement to
repay Federal monies used to build this road.

On the three tier maintenance program plan,is there
some kind of legislation needed to establish a tier
reduction program rather than the usual pro-rated
reductions usually implemented?

The Department would like to investigate this further,
As Mr. Hickey sees it now the statutes provide the
Commissioner with a great deal of latitude to make
these decisions. The department has administrative
procedures in place as well as regulations which
require the department to receive public input and
recommendations however, at the present time it

does not appear that anything legislative would

be required.

This will need to be looked into further.

You refer to an increase in legal liability because
of the reduced maintenance, could you explain
further?

The Commissioner stated the department will have to

state the level of service it will provide. He feels

that if in fact,a road is open,there is a responsibility
to provide a minimum level of maintenance on the road.

The Commissioner 1is not sure what this level 1is and

he feels the department will need to consult with the
Attorney General®s office for legal direction. However,

he has raised the question and feels it must be addressed.

How will user fees on the Dalton Highway affect the lift
axle? If the axle 1is on the truck would there be a
toll for this axle? How is the department addressing
the overall lift axle question?

In terms of the toll charge, if the axle were down and
used for weight carrying purposes, it would be charged

.it the same level - $100/axle.

As far as the question on regulations, the department has
iuspended implementation of the regulation to give the
department and the legislature a chance to look at some
0? the issues. There 1is considerable controversy about
some of the issues and, frankly, with the rapid change 1in
economic conditions this issue may require rethinking

on how to phase in a proposal. The department still has
some basic concerns. There are a lot of concerns about
the safety of using the lift axle, the test performed

by the department would suggest they are a problem and
many drivers have stated to the department in hearings
that they are a problem.
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Enforcement is a problem because they are used for
weight purposes at the scale houses and then 1in
order to avoid wear and tear they are not used.

The department is looking at a new proposal that
would allow for lift axles to continue under certain
conditions such as Washington has just done.
Steerable as opposed to fixed

Certification from the manufacturer that they are
properly guaged to carry the weight they are
carrying

Controls on the outside only

The department is still looking into this but feels
this type of proposal may be acceptable.

Do you envision the $20 million revenue from doubling
the motor fuel tax coming back to municipal governments
through some sort of statutory shared taxes or how

do you envision this? How does the $20 million relate
to the actual cost of maintaining roads today?

The administration is going to propose legislation to
provide for the pass back of this money. The total
M&O cut talked about in Category 1 11 and 111 is
about $10 million. With the cuts taken in the past
plus this years $10 million total cuts in the past
few years in M & O will total about $20 million.

This therefore should be sufficient to offset these
cuts.

Who would have to pay for use of the toll road?

The proposal 1is a new proposal and has a charge for
light vehicles, this charge would be less but there
would be a charge for any user of the road on a
structured basis.

Where do you place schools in the three category
system?

It would be catagorized depending on whether the
school 1is on a route. If the school is on a category 111
route we would be looking for the schools to take
on the responsibility.

DOT may have to reconsider this categorizing and
receive additional input.

Concerns were expressed by Senator Fiscner about
the roads to schools not being open and yet

the constitutional requirement to provide
education.

DOT will have to consider this.

Why is there an increase in the total dollars for
the state equipment fleet, state planning and
research and yet dramatic cuts are shown for

M&O . What are the philosophical goals of

the department?



The administrative sections, planning, research
and administration is roughly 12% of the overall
general fund dollars of the department budget.
In FY 87 revised a large cut was made in these
areas and none in AMHS and very little in 0 & M.
The department would be willing to look at the
budget more closely as the figures shown are

not set. Until the department has a better feel
for things such as the Capital Project cleanup
they did not want to get rid of any available
personnel.



HOUSE/SENATE FINANCE COMMITTEE
BRIEFING PAPER

DEPARTMENT OF TRANSPORTATION AND PUBLIC FACILITIES
CAPITAL PROJECT CLEANUP

Excerpts from: Cowper Budget Transition Report - 12/15/86

Capital Project Clean-Up:

Description: At the present time ADOT&PF does not know the
current financial status of a large number of capital projects
being developed within the Department. It is likely that the
appropriations for some of these projects have been over-spent or

over-obligated.

Discussion: The current status of ADOT&PF CIP projects is due to
insufficient accounting controls within past and present account-
ing systems. The previous statewide accounting system, PBA did
not provide enough cost centers (collocation codes) to control
the large number of capital projects which had been assigned to
the Department. The problem was further compounded by pressure
on the Department and project engineers to get the projects out
on the "street", and a perception by state project managers that
their first priority was to get the project built and secondly to

build the project within budget. In fact the legislature has



historically appropriated up to 175% of the available Federa
funds for a given fiscal year in capital projects to be built by

ADOT&PF.

Project managers did not rely on the internal ADOT&PF
system, FMS, because the quality of data provided by the system
was not considered accurate for a variety of reasons. Unfortu-
nately when the new statewide accounting system came on line,
AKSAS, the same cost center problems were carried over to the new
system even though this system was quite capable of handling most

of ADOT&PF's needs for project financial control.

In 1983 the Sheffield Administration began to give serious
attention to this problem. Numerous audits were performed to
determine the actual status of the ADOT&PF CIP projects and by
June 30, 1985 a fairly solid picture of the status of the
projects was developed at a cost of over I million dollars.
However nothing was done at that time to actually correct the
problem. Since then the problem has grown worse due to the
accounting control problems which were carried over to AKSAS.
The problem still exists and will continue to represent an un-
known exposure in terms of over-spent appropriations and missed
Federal Dbillings until the problem is finally cleaned up. In
addition, some large amounts of general fund money may currently
be committed to Federal match projects which have little chance
of going into construction in the near term (within the next

three years).
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A further complication to the above problem is a recent
decision by the FHWA not to accept any Federal billings produced
by ADOT&PF's FMS system. Th- FHWA has determined that the FMS
system is unreliable and is capable of producing and successfully

passing one-sided accounting entries.

Recommendation: ADOT&PF should begin immediately to resolve the
problems currently experienced with capital project balance
information. Without this immediate action, ADOT&PF project
managers will continue to doubt the validity of project data
which they receive from the automated systems tracking their
respective projects. The Department will also ntinue to be
unable to determine whether project work is proceeding within the
law and in an efficient manner. Finally, this clean-up effort
may assist in identifying and receiving additional Federal dol-
lars and in freeing up possible general fund dollars which are
currently committed to projects which will not be developed in

the near future.

Federal Billing System:

Description: As a result of problems experienced with the

ADOT&PF FMS system the Federal Highway Administration, effective
11728786, suspended reimbursement of all future ADOT&PF Current
Billing claims until the Department can provide assurances that

project claims for reimbursement are accurate. Obviously until



this problem is cleared up the State will not be able to receive

federal funds owed to it for work which could not be billed as a

result of this action.

Discussion: Over the last five years the ADOT&PF has spent
millions to develop financial information systems for its specif-
ic needs. Almost without exception these systems have either not
been completed or when they were brought up, were not used.
Based on a previous design of a financial information system

(FIS) by Price Waterhouse, the Department is now considering the
development of this system to address the federal Dbilling problem
and the project control issues that presently exist within

ADOT&PF.

The ADOT&PF is strongly considering developing the system in
conjunction with the Department of Administration so that the
system can address the federal billing concerns of other depart-
ments as well as those of ADOT&PF. The current thinking on the
system is that it would be developed as an integral part of the
AKSAS system as opposed to a stand alone system that receives and

sends data to AKSAS

The positive points regarding developing this system as part
of AKSAS is that it would be available to all other agencies who
wish to perform federal billing automatically. However, from the
ADOT&PF point of view there are a great many negatives. Develop-

ing a federal billing system within AKSAS is considerably more



complicated and will require some significant redesign to address
the system requirements of the other agencies all of which are
costly in terms of time and money. Developing FIS as part of
AKSAS will also make the FIS system less responsive to changes in
the way ADOT&PF is required to perform federal billing in the

future.

The positive points with regard to developing FIS outside of
AKSAS are that the system can be developed more quickly, for less
cost, without redesign and will be more responsive to ADGT&PF's
specific requirements as they may change in the future. In
addition, ADOT&PF has had real success in developing systems
which accurately and effectively interface with AKSAS. The
negative to developing the FIS system outside of AKSAS is that it
may not take the needs of all other agencies into consideration

and may not be available to all other agencies

Recommendation: The ADOT&PF should begin developing the FIS
system as soon as possible. An RFP should be issued which solic-
its creative input from the vendor community on how to quickly”
effectively and in a cost efficient manner address the Depart-
ment's federal billing requirements. This RFP should not be
issued with preconceived notions on the part of Department per-
sonnel on a specific solution or vendor (Price Waterhouse has
received over 16 million in sole-source system development con-
tracts in the State over the last 5 years with no involvement

from their Anchorage office). The ADOT&PF should oversee the



issuance of this RFP and should contract to meet the specific
federal billing needs of ADOT&PF. In the mean time, ADOT&PF
should develop a manual system to run parallel to the development
of FIS in order to perform continued federal billing. This
manual process will also need to exist to support the Capita

Project Cleanup effort

Agency “Corporate Culture*l:

Description: ADOT&PF was in existence within Alaska before
Statehood. As a result, this department has one of the strongest
"corporate cultures" of any organization within the State Bureau-
cracy. Changing this culture in order to help it deal with the
future changes will be key to successfully trimming down the cost

of ADOT&PF and helping it run more efficiently.

Discussion; ADOT&PF engineers not only have a strong loyalty to
ADOT&PF but also to their profession as engineers. When you
combine this professional perspective with the previous flow of
funds through ADOT&PF, it is not surprising to learn that many
engineers in ADOT&PF do not consider it their responsibility to
closely monitor the costs of a project as long as the project is
well designed and constructed. This may also be fueled by the
past pressure placed on ADOT&PF to get their appropriated capital
projects out on the "street" as fast as possible. Under these
types of pressures it may seem reasonable for a project manager
to focus on building a project quickly and well regardless of the

cost.



Project managers with ADOT&PF have complained with some real
justification that the project management tools available to them
to control project costs have been, at best, unreliable. The
previous systems (PBA and FMS), which they have had at their

disposal, provided untimely and often erroneous data.

Recommendation: Top level support from the commissioner and the
Governor will be necessary to continually encourage ADOT&PF
project managers to get control of project costs. The Capital
Project Cleanup effort must be completed quickly so that the data
the project managers currently receive from AKSAS is accurate,
timely and reliable. Appropriate project management tools must
alsc be made available to project managers to help them in get-
ting control of project costs and maintaining control. Getting
control of project budgets and expenditures should also help
ADOT&PF step wup its efforts to generate timely Dbillings to the
Federal government. One project management oriented system which
the Department has recently brought into place in the Southeast-
ern Region is the Project Cost Information System (PCIS) which
should be examined more closely to see if it can be useful agen-

cy-wide .
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THE ALASKA MARINE HIGHWAY - SOUTHEAST SYSTEM

A HOLISTIC CONCEPT
BY

REPRESENTATIVE BILL HUDSON

December 10, 1987

Executive Summary

INTRODUCTION: The Alaska Marine Highway System (AMHS) is fast
approaching 25 years of service in Southeast Alaska and by all accounts
has served well. The system consists of seven vessels serving 18 S.E.
communities via an inter and intrastntc Marine highway over 1000
nautical miles long, connecting this landlocked Alaskan region to Land
highways at Prince Rupert and Seattle to the South and Haines and

Skagway to the North.

PURPOSE OF THIS PAPER: I have prepared this paper to stimulate
discussion and debate on issues surrounding the future of this our

essential Marine Highway system.

It is my belief that we must find consensus for and immediately begin
the implementation of a Marine Highway plan that will carry this system

iito the next 20 years of service!
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GENERAL CONCEPT: I am proposing a holistic concept that addresses such
issues as: Bellingham vs Seattle, Roads vs. Hi-Speed Ferries, System
Marketing, Thru-Haul vs. Segmentation Scheduling, and the Need for

Compatibility with Regional Economic Development Plans.

TIMELINESS: Given the fact that Marine Union contracts expire March 30,
1988, any operational changes contemplated in the next three years

should be established soon.

Vessel age and years of hard use dictate a need for major rehabilitation

and/or costly replacement within the next 5-10 years.

Southeast Alaska®s regional economic development growth will depend on a
future system that compliments and supports local independent visitor
tourism, emerging seafood production in Southeast Alaska and other

businesses relying on marine transportation.

Finally, like any $60 million a year transportation system, we must
assure it remains alive and progressive - growing to meet the needs of

our state and this region.

CONSIDER OUR PRESENT SYSTCM: Alaska operates this seven vessel fleet at
about 67% capacity with far more offline-layup than most private or

public shipping companies would.

The system was tailor made to meet peak summer demands and evolved to

accommodate many smaller communities over the years.
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Ships largely call through Soucheast communities and | believe,
unknowingly, discourage stopover travel. In fact, 1 suspect a careful
review of traffic figures would show that most of the 45,000 passengers
who annually embark at Prince Rupert and Seattle do not spend much time

in Southeast communities, to the economic loss of these communities.

Some value added benefits to the system are being realized in every
community, especially the larger towns like Juneau, Ketchikan and Sitka,
but, every community is losing value because of short docking times,

time of arrival and/or the location of our terminals.

Vessel fares are marginally at the point of diminished returns and do

not encourage widespread local use.

The system marketing, advertising and promotion 1is almost non-existent
and may be a prime reason why shoulder traffic has not increased

appreciably.

RECOMMENDED CHANGES: 1 believe it is time to implement some of the
changes proposed in the 1986 Southeastern Transportation Plan and the
Southeast Conference Community Perspective Report. It is time to
activly seek demonstration project fundsto acquire two properly
configured surface effect or conventional high speed vessels to employ
in the Lynn Canal corridor between Juneau, Haines and Skagway, and
between Ketchikan and Prince Rupert. | intend to approach our

Congressional delegation for a realistic determination of this support.

Vi ff
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It is time to consider moving our southern terminus from Seattle to
Bellingham and to 1implement a sound marketing and sales program to

increase year around passenger, vehicle and freight sales and service.

Traffic should analyze the probable effects of operating a turnaround
schedule between Bellingham and Ketchikan interconnecting with an
intrastate route between Ketchikan and Juneau with as-needed trips to
Sitka. Under this model all mainline traffic would end in downtown

Juneau and travellers would proceed north by road and hi-speed ferries.

With this move | recommend we consider the benefits of relocating the
Juneau Auke Bay operations to a site in Echo Cove, and to operate
directly into downtown Haines or to a terminal site closer to Juneau on
the Chilkat Peninsula. Our long-term priority must remain for a road.
Realistically we will Tlikely have to wait for significant mining
development or exceptional federal funding to justify constructing a

$400 million dollar road between Juneau, Skagway and Haines

I propose that the time saved by stopping mainline traffic in Juneau and
relocating to Bellingham be allocated to longer dock time at smaller
communities such as Petersburg and Wrangell for sightseeing, local
shopping and other such economic benefits as well as to structure more

frequent trips.

As a former Director of the AMHS, 1 understand the many complexities of

this unique system and the time honored constraints. I am confident
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that vessel employees, shipping and travel agency partners would be

willing to consider some changes for the improvement of the system.

I realize the problems associated with changing a system that has
operated essentially the same for 25 years; yet | urge change because
the present system is becoming increasingly regressive, more costly and
is out of sync with the original legislative intent and the economic

development needs of the very communities it was created to serve.

I urge creative marketing, such as booking on-board, off-season
conventions, university and school field trips, coordinated trip sales
with B.C. ferries and perhaps it is time to offer space available travel
as a negotiable labor contract provision in lieu of wages. I would
consider offering a once a year space available round trip to Alaska
residents (at least SE residents) at a minimal charge to garner the
passenger service revenue at a time when passenger loads are down. A
little revenue 1is better than no revenue - providing costs are offset to

show some profit.

I recommend all changes be coordinated with the Southeast Conference
members and Legislators as well as traditional users of the systen.

Alaskans should be able to use their only highway at less cost.

POTENTIAL BENEFITS OF CHANGE: 1 believe the changes 1 have proposed will
increase revenue to the system, appreciably increase economic benefits
to Southeast communities, increase employment Tfor Southeast crew

members, provide affordable, more frequent and dependable transportation
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for all Southeast residents and essentially connect the 70,000 Southeast
residents with the Yukon, British Columbia, and the rest of our State.
Clearly these changes will increase the value added potentials in every

community v/e serve.

I foresee greatly increased tourism activity, less costly travel between
cities in Southeast Alaska and expanded travel between Southeast and our
neighbors in the Yukon as well as two way travel between Southeast and
the rest of our state. Southeast benefits because our highway now
supports our ecomomic development plans and the rest of Alaska benefits
because Southeast, especially our Capital city, 1is easier to access and
the 70,000 people of SE Alaska can now travel to Anchorage easier and
more frequently. Haines and Skagway benefit because they would have
direct and frequent, affordable access to other SE markets and

legislative activities.

Orienting the ferry system more to a hub in Ketchikan and one 1in Juneau
may encourage many of those Seattle resident employers to relocate back

to Alaska.

FINALLY: This paper is meant to be constructive. It should not be
construed as a detailed plan, but rather a conceptual plan to build
upon. We still need much debate and a whole Ilot of in-depth study on

this vital system.

Whatever we do, we must begin to implement some of the changes to make

the system more beneficial to the inevitable growth of our region.
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I welcome your comments and input. | seek your support.

Respectfully submitted,

Bill Hudson
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INTRODUCTION

This report was commissioned by the Southeast Conference
to provide a basic understanding of the importance of the Alaska
Marine Highway System to the people of Alaska. The Southeast
Conference is an organization of municipalities, chambers of
commerce, groups and individuals representing the common
interests of citizens, and businesses of Southeast Alaska.
This year, the Conference is working on a variety of issues.
They include economic development, educational services, fish-
ing and timber enterprises, and transportation.

The general goal of the Conference is to represent the
interests of the 70,000 people of Southeast Alaska on those
issues where there is common accord and which significantly
affect the economic well being of the entire region as well
as the state.

While the Southeast Conference is working on a variety
of issues, it has focused on the Alaska Marine Highway System
as its top priority. This is because the economic stability
and way of life of the entire region is so closely linked to
the service level of the ferry system. At the time of its
genesis in 1956, the establishment of the ferry system was
the exclusive goal of the Southeast Conference, and the
Conference does credit itself to a large degree for the birth
of the ferry system in Southeast,

Now, more than twenty vyears have elapsed since the
Malaspina, the Matanuska and the Taku were commissioned in

the spring of 1963. During the past twenty-four years,



the ferry system has served the people of Southeast quite well.
Sometimes, especially during recent prosperity, it was even
taken for granted. But as times have changed from fat to
lean, its budget attracts attention. As the ferry system s
subjected to budgetary scrutiny, its crucial importance to
the economy and way of [life of all of Southeast and other
regions is something which we implore Dbe kept in mind

Accordingly, this report is intended to provide a basic
understanding of the importance of the ferry system to South-
east and indeed to <che entire state. To accomplish this

much of the report focuses on the roots of importance of the
ferries in ways that are specific to each community. This
perspective is developed to reveal the statewide dangers in
dismantling such a broad foundation. In order to discover
the particular importance of the ferries in each community,
surveys and observations were conducted in each of them and
inquiries made of local citizens and business people

There have been many studies of the ferry system in the
past, and there are volumes of reports, but it appears that
none of these focuses attention on the critical importance of
the evolved system to the communities themselves and ultimately
the state.

At the same time as inquiry was made of the ways in
which the system s important to each community, inquiry was
also made about how the system might be improved and how
it should be managed in light of the states' present revenue

deficiencies. Thus, one section of the report 1is devoted



strictly to a set of recommendations and findings. Most of
the recommendations merely reflect the views of the citizens
of Southeast Alaska. Some, however, have been framed by the
authors of this report as a result of their study efforts

The Southeast Conference is well aware of the fact that
the ferry system in Southeast is less than the whole; that
the Southwest ferry system s also important. But for purp-
oses of this report, and due to cost and urgency we were only
able to focus on the Southeast System as representative of
the state's economy as a whole.

The Conference is pleased to offer this report of impor-
tant aspects of the ferry system which we submit respectfully
as assistance to the Legislature and the Governor in their
deliberations, and to the people of Alaska who we pray will
continue to benefit from our endeavors. Further, we stand
ready to serve on any taskforce, advisory board or commission
which may be established to help improve the Alaska Marine

Highway System.

April Laphcrtn Ernest E. Polley
‘st Vice President of President of the Southeast Conference
the Southeast Conference, Mayor of the City & Borough of Juneau
Mayor of the City of Haines
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the 25th year of service for the Alaska Marine
(AMHS).  While service began in 1963, the real
system was a study by the W.C. Gilman Company
commissioned by the U.S. Department of Commerce

in 1958. The resulting report proposed the creation of a new
and totally wunique solution to the transportation needs of
Southeast Alaska a ferry system capable of carrying the same
load that one would find on a normal stretch of asphalt high-
way connecting Southeast communities, if such a highway were
feasible. Thus, through the sale of revenue bonds, the AMHS
was born. For the first five years, the AMHS completely
funded its operation out of receipts. In 1970, the State
convinced the federal government that the system was indeed a
"Marine Highway," and as such, began receiving federal mainte-
nance funds on the basis of a determination -thatthe AMHS
was, by definition, a bridge 500 miles long.

Today the AMHS for Southeast Alaska is a system ofseven
vessels serving 18 communities in the Alexander Archipelago.
The vessels consist of four "mainline" ferrys, and three
vessels which serve what the managers of the system term a
secondary system. The mainline vessels, consisting of the
Motor Vessels Columbia, Malaspina, Matanuska, and Taku connect
the large communities of southeast Alaska with each other and
Prince Rupert, British Columbia and Seattle, Washington. The
three smaller vessels consisting of the Motor Vessels La
Conte, Aurora, and Chilkat connect the smaller communities of
southeast to each other and to the larger communities. The
communities served by the mainline vessels are:

Ketchikan

Wrangell

Petershurg

Sitka

Juneau

Haines

Skagway

The communities constituting the “"secondary system" are:

Metlakatla

Hollis (Hollis is the terminal for four
Prince cf Wales Island communi-
ties: Craig, Klawock, Hydaburg,
Thorne Bay)

Byder

Kake

Angoon

Tenakee Springs

Hoonah

Pelican



The largest vessel in the Southeast System is the M/V Columbia.
It is 418 feet long, carries 1000 passengers and 180 vehicles.
The M/V Matanuska and M/V Malaspina are the same size. Each
is 408 feet long with a passenger capacity of 750 and a vehicle
capacity of 120. The M/V Taku is 352 feet long with a passenger
capacity of 500 and a vehicle capacity of 105. The M/V Le Conte
and M/V Aurora are sister ships. They have identical capaci-
ties of 250 passengers and 47 vehicles. The M/V Chilkat, a
smaller, aging vessel has a capacity of 75 passengers and 15
vehicles.

During the summer, the Columbia and the Matanuska are on
the Seattle run, completing one round trip each week. During
the winter period, from October 1 through April 30, there s
only one vessel used on the Seattle run, usually either the
Matanuska or the Malaspina. The Columbia is usually laid up
for most of the winter due to its high operating cost. The
Malaspina and the Taku operate between Prince Rupert and
Skagway during the summer, completing the round trip in four
days if Sitka is served once on each trip and three days if
Sitka is not served. Typically each vessel stops at Sitka
once each week. During much of the winter only one vessel
is used on this route, due to lower traffic.

The Le Conte and Aurora serve the southeast secondary
route, supplemented by the Chilkat. The Le Conte serves
the northern panhandle and the Awurora serves the southern
panhandle. During the summer, the Le Conte operates between
Juneau, Sitka, and Petersburg, with stops at Hoonah, Tenakee
Springs, Angoon, and Kake. The Le Conte is routed north to
Haines and Skagway once or twice each week. The Aurora
operates nearly every day between Ketchikan and Hollis, and
during the summer, south to H/der once each week. In October,
1986 the Aurora began serving Metlakatla as well. The Aurora
Is also wused between Prince Rupert and Ketchikan once or
twice each week. These vessels serve the same routes during
the winter period, but on a reduced basis.

The Chilkat is used between Ketchikan, Hollis, and
Metlakatla. The Chilkat makes two round trips on four days
of each week during the summer. The ferry system states in
its Draft System Plan dated November 1986 that the Chilkat
will be retired soon.

In 1985 the Southeast System carried a total of 313,071
passengers. Of these, 235,850 passengers (75.3%) traveled
between mainline ports. Tourist traffic is wvery heavy in
the summer months. During July of 1982, a survey showed
that approximately 80% of its mainline passengers live out-
side of Alaska. Of the vremaining 20%, 12% were from S.E.
Alaska and the remaining 8% were from other parts of the
state. As of the time of the preparation of this report,
traffic volume figures for 1986 were unavailable.

5.



During 1985 the Southeast system carried a total of
79,780 vehicles. The largest percentage of these vehicles
(17.6%) disembarked at Juneau. Of course, many of the vehicles
travelling on the ferry system embarked and disembarked more
than once as part of a single trip. 15.6% disembarked at
Haines. 8% disembarked at Skagway.

The Alaska Marine Highway System, in its twenty-fifth

year, is one of Alaska's success stories. We have in the
Southeast AMHS a billion dollar infrastructure that is func-
tioning remarkably well, considering the lack of attention it

has had for fifteen years.



1.
EXECUTIVE SUMMARY



EXECUTIVE SUMMARY

This report describes the importance of the Alaska Marine
Highway System (AMHS) from the community perspective. It has
been developed to show how the economy and way of life of the
people in Southeast Alaska has evolved in concert with the ferry
system. It points out that budget and other decisions regard-
ing the AMHS should take into consideration the importance of
the ferry system in other than strictly economic terms; most
particularly the sense of real security, reliability, and the
affordable transportation which it offers to the traveling
public. It explains the reality that dismantling this Dbillion
dollar infrastructure would be a severe blow not only to South-
east Alaska but to the entire state. The report shows how the
ferry system is so interwoven in the economic fabric and
well-being of Alaska that it deserves a fresh look;, a commit-
ment to efficient management and direction through prudent
budget decisions. Further, it offers specific recommendations
and findings to improve the system.

The ferry system is a vital component of the economy of
Southeast Alaska. Therefore, any decision that may result in
a general service reduction should be approached with great
caution. It is an unfortunate vreflection of our government
that the rationale to reduce service seems based on the
assumption that communities must suffer before management can
become effective or Jlabor brought to the table as a full

partner in resolving the problems. As a matter of fact,



in most cases it costs at least 50% of vessel expense to lay-
up. For example, the Bartlett cost 90% of operating expense
to be put into lay-up. Therefore, it needs to generate only
10% of costs in revenueto be more cost effective tooperate.

As this study began, the focus of the effort wasthat
of discovering the relative ways in Vhich the AMHS is impor-
tant to each respectivecommunity served by the system. The
inter-relationships developed with the rest of the State as
a result of the ferry system were also explored. 't was
learned that not only is the system important in a general
way for transportion of people, vehicles, and goods, but in
particular ways. That is, a particular major component of a
local economy has often developed with the ferry service, and
vice versa.

The major component in some communities may be a single
business, such as the case with the Hoonah Cold Storage,
Hoonah Cold Storage depends on the ferry to ship out 100% of
its fish products. This was almost two million pounds of
salmon in 1986, and the business expects a 30% increase this
year. In Sitka, a winter ‘turnaround' run is the primary
hoost to the retail trade. [t Is an economic convenience,
as well as being key to the delivery of important human ser-
vices, for those who do not live in Sitka. The economy of
the City of Skagway in recent years has become almost entire-
ly based on tourism. Of course, the ferry system plays a

very important vrole in bringing tourists to Skagway. The



AMHS Dbrought 36,000 visitors to Skagway in 1986. Ketchikan
faces a double-edged sword when the State considers reductions
in ferry service. The mainline runs are extremely important
because of the tourist trade, export of fisheries products,
and the import of goods and supplies to furnish the area's
retail demands. But the feeder ferries are critical for
retail and commercial trade, fish transport, and winter
economic activity. The economies of the people of Ketchikan
would be severely impacted by a reduction in either mainline
or feeder ferry service. There is one community, however,
which appears to have an even deeper dependence on the ferry
system: the City of Haines. There are so many business func-
tions in Haines which have evolved with, and depend upon the
ferries, it clearly would suffer the most immediate and signi-
ficant effects of reductions in service. Haines is still the
main embarkation and disembarkation point for people and
goods destined for the interior or travelling south from the
interior. Without the ferry system, Haines would simply be a
place at the end of a very long spur road. These are but

few examples of the community perspectives of the AMHS. The
more enlightening and detailed reports are found in the
Community Section, Reading that section is imperative in
understanding the AMHS's relationship to developing economies.
The particular ways the communities have used the ferries to
develop and stafilize the economy of Southeast must be recog-

nized .



Of course, the communities served by the ferry system
are dependent on it in numerous general ways. These include
the delivery of food, particularly fresh produce and dairy
products; mail delivery; school travel, tourist travel, and
the transportation of vehicles, equipment and general freight.
In some cases, practically 100% of the fresh produce s
delivered by ferry. In addition, all second and third class
mail and surface parcel post from the lower 48 travels by
ferry. The mail is ferried to Haines, Skagway, Petersburg,
Wrangell, Sitka, Ketchikan, ana Juneau, then shuttled to
smaller communities.

During the school year, all school districts make use of
the ferry system for student travel to a remarkable degree.
Petersburg, Juneau, Wrangell, and Ketchikan report that a
student group (averaging 30 students) from their high schools
Is going somewhere on the ferry system virtually every week
of the school year. For purposes of school travel, Dboth
safety and cost considerations combine so that schools sche-
dule events around che ferry schedule. And as funding for
education decreases, the cost of flying 1is not a reasonable
alternative for student travel,

The AMHS is also important to the health, welfare and
safety of Southeast residents. Residents of the smaller
communities depend on the system for transportation to larger
communities to meet shopping, business, medical, and recrea-

tional needs. The selection of goods and services is extremely



[imited in some small communities, making travel to larger
communities a necessity. Thirteen of the nineteen SE commun-
ities we surveyed have no resident doctor; fourteen have no
hospital. Travel by ferry to the larger communities is often
the preferred mode of transportation, due to its safety,
dependability, and people's fear of flying. The senior
citizens of Southeast rely on the ferry system to a great
degree, perhaps more than others. For them the ferries are
safer, more accessible, and more dependable; as well as
providing a far less costly means of transportation.

It is safe to say that almost all Southeast communities
served by the AMHS are positively affected by the ferry trans-
port of tourists into their community. Communities as small as
Pelican notice an increase in business brought about by the
arrival of a ferry. The Southeast communities, through the
Southeast Alaska Marketing Council (SAMC), have been doing a
great deal to encourage wuse of the AMHS. They have invested
$400,000. in advertising to encourage the ‘independent travel-
ler" to visit SE Alaska. To datethey have received 12,000
responses to their ads; 57% of these were interested in
ferry travel as their means of transport. The SAMC supplies
travel information to the respondents based on their interest.

The degree of general dependence on the ferry system by
the various communities ap'e -s to rise in inverse proportion
to the size of the commun The smaller the commun'.ty, the

more dependent it is likely tobe on the ferry system for its



transportation needs. However, a reduction in service would
adversely impact elements of all local economies.

In addition to the individual and general ways in which
the various Southeast communities are dependent on the ferries,
the system is an important source of jobs. The system employs
approximately 900 people and there are more than 5,000 other
people that depend on the system for their jobs. Table 5
which is appended to this report details the number of people
directly employed by the AMHS in each community. Ketchikan
is home for the largest number of employees of the ferry
system: 294 employees.

[t is also important to note that- the system is not only
important to the economy of Southeast, but to the state's over-
all economy - more important than is generally thought. In all
the Southeast system carried 313,071 passengers during 1985,
the latest year for which figures are available. That same
year the system transported 79,780 vehicles. The "Alaska
Tourism Handbook," published by the Division of Tourism
reveals that 60% of the summer travelers on the ferry system
visit Anchorage and 59% visit Fairbanks. In addition, 40% of
all winter traffic on the Southeast ferries is headed for the
interior. Each year the AMHS carries thousands of tons of
freight and millions of dollars of wvisitor revenues to the
northern regions of the state. Each week semi-vans loaded
with goods and supplies head for interior Alaska. Even more

vans flow from the rest of the state, especially Anchorage to
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points in Southeast.

The efforts of this study as indicated, included inquiring
of local citizens and business people about how they are affect-
ed by the ferry system. But it also elicited opinions of how
the AMHS could be more efficient. There was a remarkable
consensus about whether budget reductions should automatically
result in a commensurate reduction in service. Most people
believe that large savings could be achieved by better manage-
ment, privatization or cost reductions in areas such as market-
ing and food service, and a very close and serious scrutiny of
current labor agreements in cooperation with the unions
themselves. Some also expressed opinions that procurement
of supplies and fuel throughout the system could bhe done much
more efficiently.

It is apparent that any significant progress in these
areas will take time. The answer lies in effective manage-
ment and sufficient time to implement strategies. Therefore
it appears that for the present, the best that can be done is
to begin to direct the system toward attainable goals with
clearly defined strategies, some of which are offered in the
Recommendations and Findings section of this report, In
the short term, the system should maintain the current level
of service with an authorization of 62.6 million for FY 88.
In the long term, a work plan should be developed that sets
objectives and milestones that cut costs and increase revenues.

However, one of the most important recommendations must be
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mentioned here, namely that of establishing an advisory board
or task force of professionals, wusers and legislators to
advise the Legislature, Governor, and managers of the AMHS
on various aspects of operating the system. This system s
in many ways an anomaly to normal government processes; it
demands separate unigue attention.

The AMHS is such a pervasive part of both the economy
and way of life for the 70,000 people of Southeast that the
proposed, but unneccesary reduction in service could severely
cripple the communities of Southeast, The impact of any
significant service reduction would also affect the economy
of the rest of Alaska, further exascerbating the state's
current economic and social situation.

This community perspective is hopefully the beginning
of a fresh look at maintaining our AMHS System with reasona-
ble approaches that go Dbeyond the simplistic, devastating
proposal to reduce service. This report provides an inter-
esting review of the AMHS, and proposes a direction of
effective management and prudent decisions henceforth. It s
intended as a symbol of the efforts of the Southeast Confer-
ence to work hard in a cooperative spirit with the AMHS, for

all Alaskans.
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V.

THE COMMUNITIES" PERSPECTIVE



KETCHIKAN

Ketchikan is the second largest community in Southeast

Alaska, with 14,300 residents. [t is situated on the south-
west side of Revillagigedo Island. Ketchikan's economy is
based primarily on fishing, Jlumber products, and tourism.

As the southern-most Alaska municipality on the ferry system's
mainline, it relates closely to Seattle and the <coastal
communities of Britsh Columbia. As the first Alaska stop
not onIK for the mainline ferry, but for barge, jet, and
cruisesnip traffic as well, Ketchikan has developed a thriving
"micro-economy" servicing those transportation systems, In
the past month of March, a major vessel maintenance and dry-
dock facility has begun operation, and has already performed
maintenance on the AMHS vessels Bartlett and Matanuska. The
facility is owned by the state but privately operated by
Ketchikan Welding Works.

In its position as the first Alaska stop for both pass-
enger and freight service from the South, Ketchikan has become
a strong regional retail center, drawing from an area popula-
tion of nearly 25,000 in an area generally referred to as
Southern Southeast, Because of this position, both mainline
and feeder ferries are extremely important to the community.
In terms of ferry traffic, Ketchikan is the second busiest
port in Southeast. In 1985 51,250 passengers embarked and
50,913 passengers disembarked in Ketchikan; 13,821 vehicles
embarked and 13,965 vehicles disembarked. The mainline runs
from Seattle and Prince Rupert in the south, to Haines,
Sitka, and Juneau in the north providing a steady, dependable
system for the delivery of freight, dry goods and produce, as
well as tourists and vehicular traffic. The feeder ferries
running between Southeast communities provide Ketchikan with
the consumers for those products, both from an "import" and
"export" perspective. In the sections of this report on
Metlakatla and Prince of Wales Island, we discuss the import
to the outlying communities of maintaining maximum possible
service to Ketchikan. But Ketchikan's health and welfare s
also very much dependent on the same service. The retail
economy of Ketchikan has grown to theservice demands of
25,000 - 30,000 vyear-round consumers, nearly half of whom
depend upon the AMHS for access. A decrease in service of
the feeder system would indeed have a dramatic affect on
Ketchikan's private sector, which has invested heavily, and
confidentally in their regional responsibilities.

A study conducted by the Ketchikan Gateway Borough of
economic indicators showed that while Ketchikan's tourists
are extremely important to the local economy, almost 95% of
sales are Dby area residents, and over 20% of those are by



residents of outlying island communities. The study also
found that the average tourist spends $28 per day in Ketch-
tkan. The average ferry passenger, on the other hand, spends
$55. Reductions of ferry service over the past winter between
Ketchikan, Metlakatla, and Hollis have already resulted in a
drop in retail sales. Several businesses have responded by
conducting "road trips", taking limited inventories out to the
islands for “"trade shows". The result is some compensation
to the island consumer for the lost accessabiiity to goods, but
their purchases are from considerably less selection, and at
a higher price.

The mainline ferry is extremely important to Ketchikan's
regional responsibilities, especially as it relates to fresh
meats, produce, and dairy products. A reduction in service
between Ketchik * and Seattle could have a dramatic affect
on the quality of those products; a level of quality that all
of Southeast has come to expect. By utilizing the ferry sys-
tem rather than barge service, three days are saved in transit,
Fresh pork and chicken are especially volatile products, and
a reduction in service could affect their availability. A
reduction in mainline service- that would force milk to be
barged would, at present costs result in a 14% increase in
price to the consumer due to decreased shelf life. Such a
scenario could also result in an inability to get fresh dairy
products to some villages, camps and communities in a reason-
able time and in reasonable condition.

The timber industry in Ketchikan also utilizes the ferry
s?;stem extensively for supplies and freight, but not for
shipping product. Ten per cent of their incoming freight
arrives by mainline ferry into Ketchikan, However, after
arrival, 25% of their outgoing freight leaves Ketchikan on
the feeder runs. In addition, the ferry is used for employee
and vehicle transport. Any immediate freight or supply
needs are sent via ferry.

The fish processing industry in Ketchikan is also a
major user of both mainline and feeder ferries. Nearly three
hundred linear feet in wvan space is utilized weekly in the
summer, exclusively for fish, between Hollis and Ketchikan.
Salmon, black cod, halibut, and herring all are shipped via
ferry year-round. The industry is a major seasonal employer.
A large on-shore processor will employ as many as 200 people
during the season. Winter cutbacks on the Ketchikan-Hollis
run have, on occassion, forced some com: inies to charter
their own boats to transport the fish, Good frequency of
service on the feeder runs is of utmost importance to the
industry. Their need is also a year-round need, as harvest
of the different species takes place at different times.

Tourism is of course a major portion of the AMHS'S
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business, and much of that business is channelled to Ketch-
ikan. As Alaska's first port of entry on the mainline, and
also the first stop after 40  hours of travel, almost all
passengers disembark for abreak. This winter and spring,
Alaska Airlines, the Port of Seattle, and the AMHS have
jointly contributed to a program to promote the AMHS to
Seattle area travel agents. Three lunches for nearly 225
travel agents have been held on board the Matanuska in Seattle,
while four familiarization trips have been held for four hun-
dred travel agents. The trip cost each agent $295 and includes
a ferry stateroom from Seattle to Ketchikan, and a return by
air. The target of the program is the 650 travel agencies in
the Seattle area. The program has bheen so successful that
plans are in the works to expand the effort to cover the
entire west coast, though the oprogram has revealed some
serious flaws in the reservations system, which affect the
willingness of travel agents to write AMHS tickets,

System wide, one of the major off-season wusers of the
AMHS are school districts. All inter-school activities and
competitions depend heavily on ferry transportation. Cuts
in the Education Foundation Funding program have already
resulted in dramatic reductions in activity budgets for
all of Southeast. Ketchikan, for example, has at least one
group traveling every weekend of the school year. Of a
$140,000 activities budget, $100,000 goes to travel costs.
That budget is a 50% reduction over the past year. 50%
of student travel is Dby air; 50% by ferry. However, the cost
ratio 1s 70/30, air over ferries.

Ketchikan faces a double-edged sword when the State
considers reductions in ferry service. The mainline runs
are extremely important because of the tourist trade, export
of fisheries products, and the import of goods and supplies
to furnish the area's retail demands. The feeder ferries are
also extremeI?/ Important because they transport the fish prod-
uct for the fisheries, and the consumers for the retail and
commercial trade. Cutbacks in either mainline or feeder ferry
service would have a potentially devastating impact on the
service the other can provide. Ketchikan, perhaps more so
than most other Southeast communities, is subject to economy-
VAVI\i/IdHeS repercussions from a loss or reduction of service by the
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HYDER

Hyder is an unincorporated community of 100 people located
at the head of Portland Canal in southern Southeast Alaska
The community is the only one in Southeast accessible by road.
The community economy has two primary sources;, tourism and
retailing, both of which derive from Hyder's "sister city" of
Stewart, British Columbia,

More than 60,000 wvisitors arrive in Hyder every summer
primarily from the Trans-Canada highway. Via that route, Hyder
is just a 20 hour drive from Seattle. The tourist trade sup-
ports one motel, one inn, three restaurants, and several gift
shops. In addition, Hyder is a popular destination for
Canadian residents of Stewart and the surrounding area. The
principal reason for this is that Britsh Columbian bars close
several hours earlier than than those operating under Alaska
law in Hyder. One freight line also oFerates in Hyder, and
the community is serviced by float plane from Ketchikan.

Hyder did not begin receiving ferry service until last
year, and then only by legislative mandate. The service is
for summer months only, and on a weekly basis. The intent of
adding service to Hyder was to create an opportunity for a
drive/ferry circle from Seattle, through Canada and then
return by ferry through Hyder.

Traffic counts and analysis are not available for eval-

uation yet for this run. The trip is 144 miles from Ketchikan
with no stops in-between. The trip takes eleven hours.
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METLAKATLA

Metlakatla is a Tsimpshian Indian community of 1,100
residents on Annette Island. It is the southernmost of all
Alaskan communities, being 12 miles south of Ketchikan.
Metlakatla is not an incorporated municipality wunder state
law. Rather, it is a federally created reservation, created
by Congress nearly 100 years ago.

The two mainstays of the Metlakatla economy are a fish
trap/cannery operation and a saw mill owned by Louisiana-
Pacific. Both of these operations ship their products south
by barge, but do rely on the ferry for supplies and equipment.
The primary traffic on the Ketchikan-Metlakatla run has always
been passengers, but the community does receive two vans/week
of groceries. In 1985 Metlakatla embarked 5,974 passengers
and 1632 vehicles. 5,651 passengers and 1706 vehicles dis-
embarked .

Given its close proximity to Ketchikan, Metlakatla has
intera'cted closely with Ketchikan for many years. This
close interaction was made possible primarily because of
daily service that was provided by the Alaska Marine Highway
System. The service resembeled a commuter service. It allowed
the Metlakatla residents to go into Ketchikan in the morning,
take care of their business and return in the afternoon. The
service was opopular and well used. Indeed, the traffic
apparently warranted a larger ferry for the run. Therefore,
the Metlakatla terminal was modified to accommodate the
larger Aurora. Formerly the Chilkat served the Ketchikan-
Metlakatla run. The terminal modifications were completed by
October of last year. But now the community must share the
Aurora with the Prince of Wales Island communities, and they
no |Ionger enjoy the daily, over-and-back service they had for
so long.

The reduction in service has created some serious prob-
lems and inconveniences. Since the residents can no longer
go round trip to Ketchikan in a single day, they must over-
night in Ketchikan. Usually this means paying for a hotel
room. But on the reverse perspective, there are no hotels or
motels in Metlakatla. The community had launched an aggres-
sive tourism promotional effort based on the single day turn
around service. Now, however, a day trip can only be accom-
plished if one flies at least one way. The reduction in
service has also had the effect of jeopardizing the avail-
ability of emergency medical service. There are about 25
30 days a year when wind, fog jr snow prevents planes from
reaching the community. I'f an emergency should arise now
during one of those periods, the ferry is simply less avail-
able as an alternative. Any further reductions in service to
Ketchikan would seriously impact Metlakatla.
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PRINCE OF WALES [ISLAND

Prince of Wales Island s the largest island in South-
east Alaska. It is the site of five incorporated municipal-
ities: Cr™ig, population 1200; Klawock, population 600; Hyda-
burg, population 500; Thorne Bay, population 400; and Kasaan,
population 100. In addit'on, Prince of Wales Island hosts
several other unincorporated communities, villages, and log-
ging camps. They include: Rowan Bay, Hobart Bay, Camp Island,
Whale Pass, Dolomi, Port Alice, Chomley, Dana Bay, Shoal
Cove, Notaki, Labouchere Bay, Coffman Cove, Polk Bay, Point
Baker, Port Protection, Long Island, Warm Springs, Bell
Island, Waterfall, and Steamboat Cove.

The residents of Prince of Wales Island apparently have
not been informed of the State's recession. Existing indus-
tries on the island are going strong and local economies are
experiencing something of a "mini-boom". Timber prices have
begun to rebound which has made harvesting profitable again.
In addition, both regional and village native corporations
have extra incentive at this time to set aggressive logging
schedules in order to take advantage of their ability, for
another four years, to sell operating losses. The summer
commercial salmon fishing industry is doing extremely well
in the southern panhandle and 1is expected to continue on
an up cycle.

In addition, communities on Prince of Wales are pursuing
very aggressive economic development plans. A black cod
bottom fishery is just beginning to turn the corner in Craig
and Klawock. This past winter, over forty boats took part
in the opening. Severalareas along the west coast of the
island have been identified as the best potential areas for
mariculture of salmon, oysters, and seaweed. Additionally,

several mining companies have been conducting tests and
taking samples for a variety of minerals along some of the
island's interior roads. Prince of Wales Island has the

most extensive road system in Southeast Alaska. As such,
it received a great deal of camper/RV/trailer use during both
the summer tourist season and the fall hunting season. In
addition, this summer two cruise ships a week will off-load
tourists for a two-hour tour of Klawock and the surrounding
area. This will be the second summer cruise ships have
visited Prince of Wales Island.

Obviously, the communities of Prince of Wales depend
a great deal on the AMHS to provide transportation and
freight to their thriving economies. All economic development
efforts, as well as existing industries, would not function
without the AMHS. The cold storage in Craig, a major employer,
sends all its fish to Ketchikan via ferry, bDboth summer and
winter. They already use the service to capacity. A loss or



reduction of service for the cold storage does not just mean
more expense; it means the potential Tfoss of the business
itself. Quality 1is the single most important factor. Fresh
fish must be processed and transported as quickly as possible.
There exists a fear in Craig that if ferry service is reduced,

off-shore processors and tenders will move into the area to
service the fishermen on the fishing grounds, and that the
Craig cold storage will be by-passed completely.

The lumber camps are supplied almost excusively by
the ferry. Five refrigerator vans and four dry vans of
groceries come onto the island every week via the ferry.
All lTogging equipment, materials, parts, and supplies arrive
by ferry. Forest Service vehicles come by ferry. Nearly all

motorized vehicles on the island come and go via the ferry.
In 1985 15,881 passengersand 4,739 wvehicles embarked at
Hollis, 16,591 passengersand 5,116 vehicles disembarked

Mail also arrives by ferry, as does an annual convoy
of state road equipment. There is no doctor or dentist on
the island, so patients must go to Ketchikan, as do parti-
cipants in local alcohol rehabilitation and mental health
programs. The ferry system is also heavily wused by the
island's senior citizens. Of course, the residents rely
upon Ketchikan for regional shopping for all goods and
services not available on the island, and the ferry is the
cnief mode of transportation.

Residents of the island have long been of the opinion
that they are under serviced by the ferry system, and recent
developments have not seemed to help. A facility upgrade at
Metlakatla last summer now prevents the state's smallest ferry,
the Chilkat from docking there. The Chilkat had regularly
serviced Metlakatla. As a result, the Chilkat has been
switched over to the Ketchikan-Hollis run, and the larger
ferry, the Aurora, is utilized for the Metlakatla run, except
for T.esdays, when it goes to Hollis, So the Chilkat serves
Hollis approximately six days a week. But it 1is seriously
undersized for the daily trip across Clarence Strait. As a
result, many of its trips are delayed or cancelled due to
adverse weather and sea conditions. Further, because the
Chilkat has such limited vehicle ~capacity (15 wvehicles),
competition is fierce for the Tuesday sailing on the Aurora.
The situation has caused problems, inconveniences and added
expense this past winter,

The real concern, however, is that even without any
reduction in service from budget cuts, service to the island
may not be adequate to support the burgeoning economy. The
situation appears to be a lost opportunity for the ferry
system, as well. The demand for service is there, almost all
of it freight, which should make the run highly cost-effective
for the ferry system. The residents hope the situation can be
improved soon, as they must depend on consistent reliable ferry
service - at least at the current level.



WRANGELL

The City of Wrangell is located on the northern tip of
Wrangell Island, 89 miles northwest of Ketchikan. I'ts pop-
ulation as of July 1, 1986 was 2376. Bordered by Zimovia
Strait, Wrangell is situated near the mouth of the Stikine
River, which reaches into the Canadian interior. As the
Stikine developed into a gateway for trappers and prospectors,
the northern tip of Wrangell Island became a strategic location
that was the key to Wrangell's early development as a military
outpost, a fur trading center, and an outfitting, support and
entertainment center during three successive gold rushes.
Changing interests led to several boom and bust cycles in
Wrangell's early history.

Today, Wrangell's economy is structured around har-
vesting and processing renewable resources of the area. The
Alaska Lumber and Pulp sawmill employs up to 100 workers and
is Wrangell's largest private employer. Fishing is Wrangell's
other major resource based industry. More than 100 residents
fish commercially, and for about half of these, fishing s

their principal source of income. There are two seafood
processors in Wrangell, with a combined workforce of about
100 workers during peak processing months each year. Most of
the fish processed in Wrangell 1s canned, but there s an

increasing demand for fresh fish. Presently, fresh fish s
flown out of Wrangell, though the entire halibut harvest in
1986 (620,000 Ibs.) was shipped via ferry. Expanded use of
ferries for the shipment of fresh fish south is foreseeable,
especially if jet service to Wrangell is suspended.

Recently, Wrangell has begun a conscious shift to develop
its tourism potential. They are trying to encourage people
to discover the unique attractions of Wrangell, including 1Its
petroglyph beach, access to the Stikine Fiver and the hot
springs, Chief Shakes Island which is home of many totems and
carvings, and their 2 annual community festivals - Tent Dars
and the 4th of July. The ferry system plays an important role
in tourism development and is viewed by Wrangell businesses
as a key ingredient for the future. Wrangell, along with a
number of other Southeast communities is currently engaged in
a promotional campaign to lure the “"independent traveler"
back to Southeast. The "independent traveler" is seen as the
person who eschews both group trips and package tours.
Studies have shown that a high percentage of independent
travelers choose the ferry as their mode of transportation,
Even now, Wrangell's Economic Development Director estimates
that 40% of Wrangell's visitors arrive by ferry on an annual
basis. Further, he advised that approximately 70% of the
guests of the city's four hotels arrive via ferry, During
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the summer, a steady flow of recreational vehicles disembark
from the ferry and use the RV parking area provided free of
charge by the City. Their average stay in Wrangell is 5
days, during which time they help support local businesses.
Needless to say, any cut back in ferry service would severely
curtail the most important aspects of Wrangell's tourism po-

tential .

The ferries are used for close to 100% of student tra-
vel. A minimum of one group of Wrangell High School students
travels each week of the school vyear to athletic events,
Close-up, RSVP, band performances, or Native Education func-
tions. The ferries are also important to the Native people
of Southeast as a whole. Travel between southeast villages
and communities to attend potlatches, 40-day parties, 'Cele-
brations' of heritage, and Native dance performances most
often occurs by ferry.

Like Petersbhurg, Wrangell is presently threatened with
a loss of jet service. Should this occur, the importance
of the ferries would expand suddenly, and dramatically.
Ferry travel for business and pleasure has become a way
of ltve for Wrangell residents - a way of [ife which would
be jeopardized by reductions in ferry service.



PETERSBURG

The City of Petersbhurg is a fishing community of 3252
permanent residents located on the north end of Mitkof Island
where Wrangell Narrows meets Frederick Sound. By air, it lies
halfwag between Juneau to the north and Ketchikan to the south.
Petershurg grew up around a cannery established by a Norwegian
immigrant named Peter Buschmann. The cannery began operating
in 1900.

Today, fishing and seafood processing continue to be the
mainstay of the town's economy, though wood processing has
also been important at times. During the fishing season the
town's population swells by an additional 600 seasonal workers
who are employed in the town's three processing plants. This
does not count the fishermen themselves and their crew who
make Petersburg their home base during the fishing season.
Managers of the processing plants estimate that about half
of the seasonal workforce arrives on the ferry and departs
in the same manner. The ferry system 1is used to ship fresh
fish south to Seattle. Last year, the second largest processor
in Petersburg shipped more fresh fish in this manner than
by air. The use of the ferries for the purpose of shipping
fish product south (and for other opurposes as well) may
suddenly increase in the foreseeahle future. Both Petersburyg
and Wrangell are presently threatened with the loss of jet
service if the present federal subsidy of that service
should end. Last year the number of passengers arriving by
air and by ferry into Petersburg was about the same: approx-
imately 15,000 passengers by each mode. Therefore, the
amount of passenger traffic into Petersburg by ferry could
possibly double unless some alternate type of airplane service
is provided.

Presently, during the month of March 1987, ferry service
to Petersburg consists of an average of three mainline stops
per week, north and south. It also presently has two feeder
stops/week, north and south,. During the summer season,
service expands to an average of six mainline stops per week,
north and south. Feeder service remains about the same.
In 1985 15,650 passengers and 3,650 vehicles embarked in
Petersburg. 15,720 passenqgers and 3717 vehicles disembarked.

It appears that in the case of both Petersburg and Wrang-
ell, the ferry system is often the preferred alternative for
persons travelling to Juneau, Ketchikan or Sitka because of
the relative cost. One way passenger fare from Petershurg to
Ketchikan is $24 by ferry and $76 by air. One way fare to
Juneau is $26 compared to $73 by air. To Sitka it is $§16 by
ferry and $69 by air.
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The ferry system is also important to Petersburg in
general ways. A significant amount of the food consumed in
Petersburg arrives by ferry, viz. 25 - 30% of all produce,
meat, and dairy products. As with virtually all other South-
east communities, it is heavily wused for student travel.
Petersburg school officials report that at least one group
per week, averaging 30 students per group, travels on the
ferry throughout the entire school year. 85 - 90% of all
student travel is via ferry. Also similar to other Southeast
communities, all third class and fourth class mail (parcel
post) comes by ferry.



KAKE

Kake, Alaska is a Tlingit community of approximately 600
residents located on the Northwest end of Kupreanof Island in

Southeast Alaska. Its direct ferry connections are to Sitka
(8 1/2 hours) and Petersburg (4 hours). In addition to being
linked to these two communities by air, it has two direct

flights to/from Juneau daily.

Fishing and seafood processing provide the main economic
base to the town's economy. It is a community where subsis-
tence hunting and fishing are still an important part of life.
Timber harvesting has been important, but recently, poor
market conditions have forced operators to severely cut
back or suspend operations altogether.

Kake is in the wunigue position of having three community
links which are important to it. Petersburg, Sitka, and
Juneau all play a role for Kake's residents. Of the three
communities Kake is linked to, Petersburg has become the most
important, mainly due to its close proximity and its one day
ferry turnaround service. Residents go to Petershurg to
purchase items not available in Kake, to take care of their
banking needs as there is no bank in Kake, and to take care
of general business which they can't do in Kake. In addition,
Cuprenof Seafoods, the seafood processing company in Kake s
under the same ownership as Chatham Straits Seafoods in Peters-
burg. There is frequent transfer of equipment between the two
by ferry. All of the goods sold by the largest store in Kake
(approximately 70% of all goods sold in Kake) arrive by ferry
from Petershurg. Also the bookkeeping office of this store
s in Petersburg. This relationship requires frequent travel
of personnel between the two communities. The non-native
residents of Kake generally travel to Petersbhurg for their
medical and dental needs, as they are not eligible for service
by the regional health corporation in Sitka. This travel s
usually scheduled around ferry service.

Sitka is important as a regional health center for the
majority of Kake residents, as well as a somewhat larger
shopping center than Petersburg. Round trip travel to Sitka
by ferry is difficult as the ferry usually arrives very early
in the morning and does not provide same day, or even next
day return service. The cost to fly back is $75, as opposeu
to $14 on the ferry.

Juneau maintains its importance as a regional shopping
and service center with Kake. However ferry service to and
from Juneau is even more difficult and expensive than Kake
to Sitka. The ferry situation for Kake residents tends to
add to their isolation.



As with all other Southeast communities served by the
ferries, the school district wutilizes the ferry system a

great deal for school travel. The athletic teams using
the ferry include Dbasketball, volleyball, and wrestling.
Other student organizations utilizing the ferry are RSVP,
student dancers, and the student council. The principal of

the high school stated that without a doubt, any reduction
in ferry service would concomittantly limit activities.

In 1985, 3,490 people boarded the ferry in Kake; 3,421
people arrived in Kake by ferry. There were 830 wvehicle
arrivals and departures. As with all other smaller communi-
ties served by the ferries, travel to meet medical needs and
travel by senior citizens is greatly dependent’ upon the
ferries. Kake's general dependence on the ferry is such that
it would suffer greatly by any overall reduction in service;
indeed residents would like to see it expanded.



ANGOON

Angoon is a Tlingit Indian village located on the south-
west side of Admiralty Island. By ferry, it is halfway between
Juneau to the north and east, and Sitka to the west. Angoon is
the only permanent community on the island, and is considered
to be the most traditional of all Tlingit communities in South-
east. Angoon's 700 residents have, for the most part, maint-
ained their subsistence lifestyle, though commercial fishing
Is important. Angoon consistently registers the highest level
of unemployment in the state, as well as the lowest income per
capita.

Angoon. is served by one main store. This main store
carries a large inventory of fresh produce, dairy products,
and meats as well as dry goods, and a variety of other items.
All fresh produce, dairy products, meats, and some frozen
foods are supplied by the ferry. Prior to its weekly ferry
service, Angoon had no fresh or frozen foods available. The
cost of flying them in makes the consumer cost prohibitive.

Beyond its dependence on the ferries for all fresh and
frozen food, there are other significant dependencies. All
food for the Senior Citizens Lunch Program arrives by ferry.
All building contractors operating in Angoon wuse the ferry
exclusively to transport equipment and machinery. The ferry
also allows for both students and adults to be involved in
sports programs. Despite its small size, Angoon consistently
produces quality sports experiences. Angoon always places
well in the annual Gold Medal Basketball Tournament in Juneau,
for example. The City of Angoon, incidentally benefits by
serving as the local agent for the ferry system. The city

rec ives a 7% commission on ticket sales. Last year these
commissions totalled $12,000 or about half the salary of the
municipal secretary. As with other Southeast communities,

Angoon depends heavily on the ferries for student travel.
Prior to the establishment of ferry service, this function was
extremely limited. In addition, the community utilizes the
ferries for a wide variety of cultural events, such as pot-
latches, and forty day parties (a wake forty days after the
passing of a loved one).

In 1985 4,834 passengers and 458 wvehicles embarked at
Angoon. 5,212 passengers and 465 vehicles disembarked.

The people of Angoon appreciate the service they now
receive, out express apprehension at a possible reduction
in service, especially a reduction in winter service. 't
is during the winter that they are most dependent on the
ferries. Winter weather in Chatham Strait can be most vexing.
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Wind, waves, snow and fog each or together can and orten do
prevent planes from getting in or out often for days at a
time. During such times the ferry is the cnly means of
transportation. Additionally, Angoon's dependence on the
ferries for food is somewhat greater in the winter as it s
then out of season for fishing and hunting. Lastly, Angoon's
barge service in winter is less frequent than in summer, by
two weeks. Consequently, even goods that might otherwise be
brought by barge are shipped by ferry. In winter, Angoon
receives two vans (approximately 4,000 Ibs) of produce, milk,
and supplies by ferry each week. Angoon is a prime example of
the rule that dependency on the ferry system rises as the
size of the community decreases. In the case of Angoon, even a
slight reduction of its present service would hurt. Angoon
has already experienced some reduction of service and it has
hurt. Last winter the Juneau turnaround was discontinued.
This created difficulties in terms of the arrangement that
had existed for getting groceries from Juneau.



SITKA

The City and Borough of Sitka, Alaska is located on the
west coast of Baranof Island. It is home to 8200 people.
The borough's boundaries also include a large portion of
Chichagof Island. Sitka was Alaska's first capital and also
served as Alaska's capital during Russian settlement. Sitka's
rich Russian heritage makes it a favorite stop for tourists.
The Sitka Summer Music Festival has become one of the nation's
premier chamber music festivals, Sitka is also home of Sheldon
Jackson College, Southeast's only privately owned and operated
college, and one of only two in the state. In addition, Mt.
Edgecumbe High School, the state's only public boarding high
school is in Sitka, as is Mt. Edgecumbe Hospital, which provides
health services to Southeast's Native population, Sitka is
also home to Alaska's shortest and most unusual fishing season.
The Sitka sac-roe herring fishery lasts just a couple hours,
but involves over 50 teams of seine boats, power skiffs, spotter
planes, and tenders, all packed into just a couple small bays
and inlets.

Sitka receives both mainline and feeder service from the

AMHS. In March of this year, it averages a little more than
one stop/week, north and south by mainline ferries, and about
three stops/week by the LeConte. In summer this changes to

an average of more than two stops per week by mainline ferr-
les and less than two stops perweek, north and south by
feeder ferries. In 1985 18,381 passengers and 3,536 vehicles
embarked at Sitka. 18,463 passengers and 4,002 wvehicles
disembarked.

One run that is Dboth convenient for the communities it
serves and to Sitka's economy is the Saturday feeder turn-
around. This ferry leaves Juneau late Friday afternoon and
picks up passengers from Hoonah, Tenakee Springs and Angoon
enroute to Sitka. It arrives inSitka at 8:00 a.m., then
sails at 4:00 p.m. on the return trip. This run allows the
residents of the smaller communities an opportunity to buy
supplies without having to spend money on hotels or air fares,

which could make their whole trip uneconomical. It is impor-
tant to Sitka's retail economy as it is the only winter
"boost" for the town, Sitka's winter economy is stronger

than some other communities largely because of this "turn-
around" run.

This "turnaround” run is also key to some important
human services provided by the Southeast Regional Health
Corporation hospital in Sitka. The hospital serves Native
people from all of Southeast, and the ferries are the primary
means of transportation for all who do not Ilive in Sitka.
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The importance of the Saturday turnaround is demonstrated
by the fact that until the service was cut this past winter,
the hospital's operations were specially geared for the
Saturday turnaround. It would be fully staffed by physicans
and dentists for their patients who would arrive on that ferry.
When the turnaround service was cut this past winter, patient
visits decreased significantly.

The ferry system also serves Sitka
The U.S. Postal Service delivers 25,000 pounds of mail each
week to the city via the ferries. Nearly 100,000 pounds
of meat, produce, and dairy products are delivered each week
by the ferries to Sitka grocery stores. One grocery store
in Sitka estimates that 40% of its groceries come by ferry.

ka in more general ways.
0

The AMHS is thus important both as a major support to
the local retail and tourist trade, and as the primary method
of transportation for clients of regional human services
that are provided in Sitka.



TENAKEE SPRINGS

Tenakee Springs, also known as Tenakee, is a small community
0of about 125 people located on the north shore of Tenakee Inlet

on the east side of Chichagof Island. It is about equidistant
between Sitka and Juneau, 55 miles either way, or about 45 min-
utes by air. It is well known for its hot springs. Indeed, the

existence of the springs is the reason for its founding. Early
prospectors and miners apparently discovered the springs, and began
using it as a winter haven - a place to wait out the cold winters
while taking advantage of the natural springs. Tenakee became a
booming resort, complete with card rooms and pool halls. Later,
several canneries operated in the area, with the last one closing
in 1974, Today Tenakee is a sifgnificant retirement community, a
seasonal home for some, and a fishing community. The extent to
which it is a seasonal home is significant - of the 125 houses and
cabins in Tenakee, only 64 are occupied year-round. Of the year-
round population, it is estimated that 30% is over 60 years of age.

Tenakee has a special nostalgic appeal. It has no roads.
The only v:hlcles in Tenakee are a fuel, truck, a fire truck,
and some . It is a safe harbor for those who would Ilive
apart from modern world. Life in Tenakee has been described
as "like turning the clock back 40 years."

Tenakee has three private businesses: the Blue Moon Cafe,
the Tenakee Inn and Bar, which offers tenrooms in addition to
its food and leverage service, and Snyder Mercantile, a general
store selling .oo0d, basic hardware, drug items, and fuel. Snyder
Mercantile also has five cabins, with another four or five plan-
ned. Owners of the Inn and the cabins estimate that 35% of their
customers travel to Tenakee by ferry. The expansion of Snyder
Mercantile is based on the assumption of continued ferry service,
especially continued weekend service from Juneau.

When ferry service was initiated less than ten years ago,
its residents chose to limit loading capabilities to passengers
only. No vehicles <can offload at Tenakee. Thus, wuse of the
ferry for freight purposes by the community is limited. However,
its use for passenger transport is quite important. The residents
depend upon the ferry for trips to Juneau and Sitka for shopping
and medical care. The residents especially appreciate the avail-
ability and dependability of the ferry during the winter. Since
Tenakee has no land based airstrip, all planes coming in must
land on the water. Boarding float planes is quite difficult for
some of the older people, as well as for the wheelchair-bound
residents. Therefore these vresidents have a greater oegree of
reliance on the ferries.

The residents have found that the introduction of ferry
service has not impaired their lifestyle. Indeed, they now rely
upon it as their primary mode of transportation.

32.



PELICAN

Pelican is a fishing community of 200 permanent residents
located on the Northwestern corner of Chichagof Island. Fish-
ing and seafood processing are nearly the whole of Pelican"s
gcononmy. Pelican Seafoods is the primary employer. During
the fishing season, Pelican"s population doubles in size.,
partially due to the ‘increase in Pelican Seafood workers and
partially due to an increase in the fishermen themselves. Sev -
en million pounds of seafood are processed in Pelican per year.

Pelican is not accessible to any other community by road.
Juneau is Pelican®s primary source of goods and services,

though Sitka also serves that function. Pelican has daily
scheduled flights from Juneau and scheduled flights three
time"Vweek from Sitka. Direct air time is 45 minutes fron
Juneau. One way air fare is $72 from Juneau, three tines

the cost by ferry. Pelican does not have a landbhased airfield.
Therefore, only seaplanes can land in Pelican.

Ferry service is very limited to Pelican. Only one ferry
per month travels to Pelican in winter, and two per month in
the summer. However, Pelican residents do depend wupon it.
Because of the town's location, ithas more weather problens
and planes have a more difficult time getting in and out
than with conmunities on the inside of the Archipelago. Almost
every winter Pelican experiences a period of a week at a tinme
without air service due to weather conditions. Some residents

expressed the opinion that even though the ferry oprobably
serves more people in the sumnmer, it is nmore important to
them to have good ferry service in the winter, when fewer
flights are getting in, and when they don't have access to
local boats to take them to town.

There is only one general store in Pelican, owned by
Pelican Seafoods. Prices are high in the store. Thus,
local residents try to avail themselves of the once/month
ferry service which delivers groceries and goods for about
half the cost of the general store. There are three rest-
aurants in town,two of which close in the winter. Two
of the three restaurants receive all their food and supplies
by ferry.

Ferry service is important to Pelican both for passenger

transport and some vehicles. Equipment of both the City and
school District is sent to Juneau for maintenance. As with
all other communities served by the ferries, elderly people
much prefer the ferries. It is very difficult for them to
attempt to board seaplanes. Also as with other Southeast
communities, ferry service is viewed as very important for
student travel. Al student- travel is planned around the

ferry schedule. Pelican cannot afford a reduction in service.



HOONAH

Hoonah, Alaska is a Tlingit Indian community (pop. 906)
located on Chichagof Island, 3 1/2 hours by ferry from Juneau
and 20 minutes by air. Hoonah is not presently connected by
road to any other town or village. However, there is a logging
camp of approximately 250 people at peak season two miles fron
town.

Hoonah"s economy has changed from a subssistence way of
life to a varied one where conmercial fishing fornms the

geconomic base. During the past five years, logging has also
become important. However, in 1987 the loading of logs on
ships bound for Japan will cease. This will reduce the
number of Huna Totem shareholders employed in the industry by
32. This loss will dramatically affect local enployment.

Hoonah is now looking at ways to diversify their econony.
Tourism is an option being explored as a means to stabilize

the economy. People involved in the operations of the 1Inn, the
Lodge, the restaurant, and the City all spoke of promoting
Hoonah as an entry point to Glacier Bay. Hoonah is the
closest community to Glacier Bay with ferry service. It is

this service that would be essential to the development of
tourism for Hoonah.

Presently, the ferry system is essential to the community

in a number of ways. 100% of the community's fresh produce,
eggs, and bread arrives via the ferry, and 50% of the milk and
other dairy products. A total of 8,000 Ibs. of food arrives
each week destined for three stores, two restaurants, and two
food co-ops. An additional 6,000 Ibs. of food is delivered each
week via the ferry when the logging and fishing seasons are in
full operation. 5,584 passengers and 1051 wvehicles embarked
in Hoonah in 1985. 5,947 passengers and 1172 wvehicles disem-
barked. Perhaps just as important as the transportation of

food into town, is the transportation of fish out of town.
100% of the fish from Hoonah Cold Storage is shipped on the

ferry. During the fishing season, gvery northbound ferry
(bound for Juneau) is used for the transport of fish. In 1986
approximately two million pounds of fish were shipped in this
manner. This year, a 30% increase is anticipated, due to an
increased freezer capacity. A common concern voiced by the
owners of restaurants and stores stenms from their linited
storage capacity. The growth of their businesses without a

corresponding increase in their storage capacity has resulted
in a greater dependence on the ferry systen

In addition to the essential functions of food and fish
transportation, there is the normal function of people trans-
port. Hoonah, with its small population, has little selection
of clothing, and its selection of items such as furniture,
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appliances, and building materials is alnost nor.-existent.
For these items and many others there is a significant amount
of commerce by the Hoonah residents with Juneau. The ferries
provide both the cheapest and most convenient method for the
Hoonah citizens to do their regional shopping.

As with other southeast communities, heavy use is made of
the ferries during the school year for the transportation of

school <children for athletic, cultural, and music events. 50%
of student travel is by ferry. Most Southeast school events
are planned around the ferry schedule. In a tinme of decreasing

revenues to the schools, any significant decrease in ferry
service would limit student travel correspondingly.

Significant wuse of the ferries is made by people in need

of medical treatment. Hoonah has limited medical facilities
and staff. People travel to Juneau or Sitka to wvisit the
doctor, enter the hospital, get prenatal care, have a baby,
get more diagnostic tests, etc. Indeed, unless an emergency
exists, it appears that the vast majority of patients and
attendants wutilize the ferry rather than flying. The South -
east Regional Health Corporation provides vouchers for patient
transport by ferry, rather than by air, whenever possible.

In gquestioning the local <citizens regarding their use
of the ferries, it was discovered that people who prefer to
ride the ferry do so for three reasons: 1) cost. The regular
roundtrip airfare from Hoonah to Juneau is $94. But roundtrip
fare on the ferry is only $20 (winter rate), and senior citizens
and children under the age of six can ride the state ferries
for free. 2) safety and the fear of flying. Numerous responses
were received citing this as the reason for wusing the ferry.
3) people can take their car, which makes it much easier to
operate in a larger city. Hoonah's senior citizens wuse the
ferry almost exclusively in traveling from Hoonah.

The ferry is also important in the transport of vehicles,
machinery, and equipment in and out of Hoonah. Whitestone
Logging utilizes the service to bring in trucks and heavy
equipment, as does the Forest Service and the Huna Totem Corp-

oration. This year the water line installation should be conm-
pleted and the roads are scheduled to be paved. Equipnment used
for these projects is transported on the ferry. In general,

all regular size vehicles coming into or going out of Hoonah
will be transported by ferry.

Hoonah is a prime example of a community which has botn

a general and particular dependence on the ferries. The
general dependence has to do with the overall transportation
needs of a small, isolated community. The particular needs are

the dependence on the ferry to transport food into Hoonah and
fish out.



JUNEAU

Juneau, Alaska, population 29,370, is Alaska's state cap-
ital and third largest city. It is located on the mainland,
but is not connected by road to any other mainland community.
It*s closest link to mainland travel is with Haines, 75 miles
to the north.

The discovery of gold in Juneau was the basis for Juneau"'s

early growth. For centuries before this discovery, Tlingit
Indians had established and enjoyed a sophisticated culture
in the area. However, Juneau's destiny changed dramatically
in 1880, when Joe Juneau and Richard Harris found gold. Within
a few years Juneau became a center for large-scale hard-rock
mining. Three gold mines, the Alaska-Juneuu (AJ), the Alaska-
Gastineau, and the Treadwell Gold Mining Co. were established
and became world renowned. Treadwell production peaked in
1915, but closed two years later due to a cave-in which
flooded the nmines. The Alaska-Gastineau folded due to high
costs in 1921. And the AJ mining was halted by the war in
1944,

By the time the mines closed, the government had been
transferred to Juneau, establishing Juneau as Alaska's capital.
Government remains the focal point. Today government emnploys
one of every two Juneau workers. As in other Southeast
communities, fishing is important in Juneau. Tourism is an
ever-expanding industry. In the summer of 1985, Juneau was

the most visited community in Alaska by vacation/pleasure
visitors and the second most visited commmunity by all
visitors.

Each year Juneau"'s population goes through seasonal

cycles. In the winter, as host to Alaska's Legislature, Juneau
is home to people from all over Alaska who come here to take part
in Alaska's government. In the summer, Juneau is a bustling

city, entertaining visitors from all over the world

Many of these visitors come to Juneau by way of the Alaska

Warine Highway Systen. In 1985, the ferries transported
more than 60,000 passengers to Juneau and more than 14,000
vehicles. Juneau receives nore ferry traffic than any other
community in Alaska. Many of these travellers are tourists,

but many are people from outlying communities coming to town
to avail themselves of the shopping, medical, social service,
and other service opportunities which are not available in

their conmunities. Juneau has become a regional trade and
travel center for the northern panhandle. Because it is the
only community in northern southeast with year-round jet

service, residents fron the smaller communities travel to
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