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aolved by th «  M t n l  governm ent o n e*  i t  k  th e ir  
system  «nd n o t  A laska 's w hich has given th e  em ploy- 
eee th e ir p ro tec tio n . F ailu re  to  »olv* theee obliga­
tion* p n o r  to  th e  tran s itio n  phaM  m ay wall lead  to  
len g th y  and co stly  litigation  a t  well a* to  excessive 
em p lo y ee  tu rn o v er. T hu*, carefu l c o n u d  era Lion o f  
th a t*  fac to r!  a* p a rt o f  th e  federal tr a ru fe r  legislation 
w ould  ben efit all co n cern ed .

We ih o u ld  alao n o te  th a t  several o f  th e  existing  
lab o r agreem ent* will c o n tin u r  m fo rce  un til e ith e r 
th e  lab o r o rg an isa tio n s o r  th e  ra ilroad  m anagem en t 
w ishes to  op en  neg o tia tio n s. I t  is p ro b ab ly  b est th a t  
the** agreem ents rem ain  m fo rce  fo r  a specified  tim e , 
a f te r  w hich th ey  w ould  bn sub ject to  new  n eg o tia ­
tion*. T h e  tran sfe r legislation cou ld  p rov ide  fo r  such 
n eg o tia tions and establish th e  fram ew ork  fo r se ttin g  
lab o r a g re e m tn u .

In sum m ary , A R R 's  legal ob liga tions to  its  em ­
ployees a r t  ex tensive, and th e  federal g o v ernm en t is 
in a m uch  b e tte r  p osition  th an  th e  s ta te  to  provide 
th em  w ith a p ro p er tran s itio n a l program . S uch  a 
program  w ould  p ro tec t th e  em ployees, th e  S ta te  o f  
A laska, and th e  federal governm ent.

F inances

Its t u t u s  as a federal a g e n c y  co m p lica tes  th e  
financial c o n d itio n  o f  th e  Alaska R ailroad . F o r  
exam ple, no n e  o f  th e  trad itio n a l m easures o f  financial 
health  such as pnce-eam ing . d e b t-e q u iiy , o r  even 
rev*nue-ex pens* ra tio s  p ro perly  p o rtray  th e  c o n d itio n  
o f  th e  o p era tio n . In ad d itio n , th e  b u rd en  o f  passenger 
service (ab o u t 33  p e rcen t o f  all tra in s o p e ra ted  in 
1980) d is to rts  even th e  trad itio n a l ra ilroad  o p e ra tin g  
effic iency  m easures w hich m igh t o therw ise  be em ­
ployed . F inancia l rep o rtin g  is d o n e  b y  m eth o d s 
and fo r  reasons w hich d iffe r  from  p n v s te  p rac tice  and 
w hich are n o t  even en tire ly  co n sisten t w ith  federal 
governm ent s tandards . S im ilarly , pub lic  sec to r 
cap ital budgeting  and ju stifica tio n  is n o t o rg sm z rd  o r  
p resen ted  using th e  m eth o d s o f  th e  rail in d u stry . T h e  
d ifferences resu lt b o th  from  conflicting  m anagem en t 
ob jectives and requ irem ent*  fo r m anagem en t in fo r­
m ation  w hich are  d ic ta te d  as m uch  by federa l co n tro l 
as by  th e  need to  m anage o p era tio n s .

T h e  A R R  receives o p era tio n a l fund* from  fo u r  
prim ary  sources:

1. R evenues earned  by  tran sp o rtin g  freigh t and

2. in co m e  fro m  p ro p e rty  leased to  o th e rs .
3 . R eim bursab le  service* pe rfo rm ed  fo r o thers .
4. C ongressional a p p ro p ria tio n s  fo r  acquiring  

c ap ita l asset* an d  fo r m ajo r m ain ten an ce .

T his incom e is all p laced in to  i  tingle revolving fun 
acco u n t w ith  th e  U.S. T reasury sg sm tt whicr. tn 
ra ilroad  draw s t.o su p p o rt its day-to-oay operation  
and  fund capital expend itu res. Incom e placed in in 
a c c o u n t rem ains available un til ex ten d ed  by A R : 
e ith e r  fo r o p e ra tio n s , capital ex p en d itu re !, o r o 
w ork  au th o rized  by ep p ro p n au o n .

W htlr t h t  revenue from  th e  ra ilroad 's  o»- 
o p e ra tio n s is largely in d ep en d en t o f  ex ternal c a r  
t r o l .9 th o rn  resources ob ta in ed  by C o n g rem o n i 
ap p ro p ria tio n  are sub ject to  m any  o f  th e  u p  
re s tra in t!  com m on to  th e  budgets o f  all federal 
agencies. T hese  req u irem en ts d ic ta te  i  b u c c e u r  
process w hich m sy  have b o th  rcvenue-baied  fund in 
and ap p ro p ria ted  funding  used fo r sim ilar purposes 
w hile  ju stifica tion  fo r th e ir  uae m ay be q u ite  d:f 
fe ren t. T h e  ju stific a tio n  fo r ap p ro p ria ted  funair.; 
is. sim ilar to  th a t seen fo r o th e r  agencies wr.ier 
aeek m oney  to  m ain tain  the  existing  p ro p e rty  anc 
operation*  and to  com ply  w ith icdcral guidelines 
T his is aom ew hat d iffe ren t from th e  approacn  usee 
on  m ost p n v a te  rail system s w nere b u d z ^ ^ - i - r  
developed  and ju stified  on the basis o f  t h e ^ ^  . 
b iiity  o f  operation*  and the investm ent .ig 
fu nded .

With th is b ackground , let us look in m ore a  
a t th e  ra ilroad 's  financial situation . T his analysis w.il 
deal w ith  the  financia l sta tem en ts. r tv tn u c s  sr.s  
expense*  asset* and lia b iliu ti . and capita l budgets. 
We will review b o th  th e  in fo rm ation  available from  
th is m ateria l and its lim ita tions. In add itio n , wner? 
possible, we will expla in  th e  fu tu re  im p lica tions o f 
these  item s.

R eporting  F inancial In fo rm atio n
T he A laska R ailroad prepares th ree  public  

financial d o cu m en ts . O ne o f these, tn e  capital su sg e:  
and appropria tion  request, will be dealt w u n  m 
a n o th e r  p a n  o f  th is sec tion . The o th er tw o ire  tne  
annual report and th e  m o n th ly  financial s ta tem en ts  
While b o th  provide useful in fo rm atio n , th ey  *re 
lim ited  in scope w hen com pared  to  sim ilar d o cu m en ts  
p repared  by p n v a te  railroads.

A nnual R ap o rts . T he annual reports are pre- 
pared  follow ing th e  end o f  each federal fiscal year 
(S e p tem b er 30). T h ey  sum m anz* th e  previous year s 
financial pe rfo rm an ces and con tain  a lim ited  am oun t 
o f  o p e ra t io ra l  d a ta  a t well a t a narra tive  o u tlin e  of 
th e  p revious y ear's  events. T he financial in fo rm atio n  
includes a b n e f  incom e sta tem en t, balance m e e t ,  ana

*The only rm m n t upon tspenditurvi of th»w r*»*nu*i a
Ih i l they muu b* uwd for • function tu in o ru ta  in* r s i .r s i . 
m iu  tnib ling le |itltiaon . u  »m»nd*d.
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a ru w m e n t o f  change* in financial p e titio n . Non* o f  
th«M sre en tirely  c o n tin e n t  w ith pnvat*  practice in 
stockho lder re p o ru , principally  -due to  th* federal 
statua. Th* difference* a r t  m ost clearly  ap p aren t in 
th*  balance ah ert w here liabilities include on ly  a 
lim ited n u m b er o f  cu rren t item* and  n e ith e r long- 
term  liabilities n o r t to c k h o ld e n ' eq u ity . T he lone* 
term  liabilities do  n o t exist since th e  railroad i* d e b t 
free and need n o t provide fo r taxes. S u b stitu ted  fo r 
stockho lder's  equ ity  is an item  term ed  "P ro p rie ta ry  
In terest o f the  U nited State* G o v ernm en t,"  w hich is 
th e  sum o f ell federal ap p ro p ria tio n s plus re ta ined  
earning from  operations.

Th* incom e s ta tem en t varies from  th a t  o f  
private practice in th a t  it does n o t  acco u n t fo r fixed 
charges o th e r  than  deprec ia tion . I t  is im p o rtan t to  
n o te  th a t th e  A R R , as is com m on  w ith m o st rail* 
roads, does no t cap italise  and d ep rec ia te  it* track  
struc tu re . R sth e r, it uses th e  practice  know n as 
b e tte rm en t accounting . w hich charf** any replace* 
m ent m aU naJ icfard lesa  o f  th e  a m o u n t o f ex p en d ­
itu re , to  curT tnt m ain tenance  expenses and capitalizes 
only th e  im provem ent*. While th*  result o f  this 
practice Tor ■ pnvat*  railroad is to  p resen t the  finan­
cial sta tus in a m ore  conservative light, the  e ffec t on 
th e  Alaska R ailroad is slightly d ifferen t. Because the  
ARR seeks federal a p p r o p r ia te .a  to  perform  tom e 
m ajo r track  m ain tenance  (w hich becom es p a n  
o f  the  p ro p n e ta ry  in le res ti, this w ork is effectively 
capitalized (w hether i t  involves replacem ents o r 
im provem ents) and is th en  n o t deprecia ted . E ffec­
tively, this practice tends to  und ersta te  the  long-term  
capital requ irem ents to  m aintain  an adequate  track 
s tru c tu re  while at th e  sem e tim e, i t  overstates curren t 
m ain tenance expenditu res.

Table 12 shows th e  changes in fixed  asset values 
w hich h iv e  taken  place in th e  1976-1981 p en o d . The 
u i.reas*  is du«> prim arily  to  add itions to  e q u p m e n t 
(m ostly  fifteen  new  locom otives) and to  structures.

A d ifficu lty  on  th e  asset side o f  the  balance 
sheet involves establishing th e  value o f aisets. It 
should be rem em bered th a t a considerab le  p o rtio n  of 
th e  ARR properties w ere transferred  from  o th e r 
federal agencies, o ften  a t  a  co st o f  on ly  tran sp o rt 
charges o r  salvage value. T h e  en tire  line from  
W hittier to  Portage is in th is category . T o  w hat 
ex te n t this ty p e  o f  accoun ting  fo r th*  assets u n d e r­
sta tes thetr tru e  value is n o t certa in . For p resent 
day-to-day operational purposes, u  is n o t o f  great 
im portance excep t th a t  it u n d ersta tes  th e  dep re ­
c ia tion  charges and th u s th e  capital reserve require­
m ents. A ny restru ctu rin g  will necessitate  th* id en tifi­
cation  o f ap p ropria te  asset values fo r n te -m tk in g  and 
o th e r purposes.

Table 12 I1
E nd  o f  F iftc il Y u r  F ix td  A im s I
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13.23

1 7 0

.37
13.3*

87
13.39

43
13 IS

77 
I t  9«

37 
11 31

a  S K ili i it t  
iauiam uni 
Nenootraiinf

113 1J
as as

M1 69 
aa 93

110 S9 
41.33

109 83 
40 93

107 63 
40 93

107  j c  
36 36

f r tm m i n 3.99 3.93 3.64 3 64 3 44
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--------  1
T h e  lands con tro lled  by th e  railroad are also no t 

included in assets, excep t for those  d irec tly  purchased 
by the  A R R , because m ost o f  th e  land was tran s­
ferred to  th e  railroad a t  no  cost by executive o rder 
o r public  land order.

M onth ly  Financial S ta tem en ts. T he m onth ly  
financial sta tem en ts  are m uch m ore deta iled  m an the 
annusl report*. They provide bo th  *n incom e s ta te ­
m ent and a balance sheet m the sam e fo rm at as the 
annusl re p o rt. However, each line item  is fu n n e r  
broken  dow n in to  relevant details. Conc.-ptualiy, 
th e  tam e  lim ita tions apply  to  these sta tem en ts 
as to  th e  annual reports . This investigation, how ever, 
discovered an  add itional serious lim ita tion : the  
m sb tlity  to  isolate passenger- f r o n  freigh t-sem ce  
costs. W hile revenues are separately re p o n ed . costs 
are separated  in only a few categories. Those th a t are 
recognized ap p ear to  be only a few o f  the sh o n -te rm . 
o u t-o f-pocket costs. T his clearly does no t refiec: *.ne 
full, d irec t co st o f  providing th e  passenger service, 
w hich c o n stitu tes  30  to  40 percent o f all tram  miles 
o perated . Because o f  th e  im portance o f this function  
o f  the  A R R . we a llocated  th e  costa left unasaigned by 
th e  financial sta tem en ts  and present them  la te r in this 
section.

A ro th e r  im p o rtan t d ifference betw een th e  AR R  
and norm al indu stry  reporting  occu*s in the  area o f 
operational sta tistics, w hich allow the  analyst to  
prepare effic iency m easurem ents. While the  annual 
rep o rt co n ta in s lim ited  da ta  on operations, m e  
financial s ta tem en ts have none. Those in the  annual 
rep o rt a r t  n o t equivalent to  those required o f  private 
railroads in th s ir  annual rep o rts to  the  ICC or even to



FAGE JO U N IV E R S IT Y  QF ALASKA  IN ST ITUTE  O f  SOCIAL ANQ ECONOMIC WESE •

m any o f  th o w  p repared  fo r stockholder* . T his area 
rep reren t*  an  im p o r ta n t de fic ien cy  in th a  A R R 'r  
public  reports .

W ith these  ex p lan a tio n s in m in d , i t  i i  ap p ro ­
p ria te  to  look  a t  th *  financial p e rfo rm an ce  o f  th e  
A laaka R a ilroad  d u rin g  th e  past several y * a n .

Financial Performance
T he A laaJu R ailroad  haa ex p erienced  ra th e r  

vaned  financial c trc u m itan c e i over th *  p u t  decade. 
It experienced  to m e  o f  ita beet y e a n  d u n n f  19 7 5  and 
1 97 6  and to m e  o f  ita w o rn  m 1979  and 1980 . T he 
A R R 's  cyclic  p e rfo rm an ce  du rin g  theae y e a n  ia 
re p re ten u c iv e  o f  th e  en tire  financial and o p era tio n a l 
h itio ry  o f  th e  ra ilro ad . It a lto  in d ica te !  th*  sensitiv ity  
o f  th e  ra ilro ad '!  financia l pe rfo rm an ce  to  tra ffic  
c h an c e l w hich  w ould  be co n sid ered  m in o r o n  m o it  
ra ilro ad i.

T ab le  13  ( u m m ir u e i ' th e  in co m e and expense 
p e rfo rm an ce  be tw een  O c to b e r  19 7 5  and S ep tem b er 
1981 . As can be  tee n , revenue* had fa llen  by 197 9  to  
h a lf  th e ir  19 7 6  level; expense* s tab ilised  a fte r  1977 
a n d  rem ained  to  th ro u g h  1980 . T his ind icates th e  
sensitiv ity  o f  th e  p ro fit o r  lo u  to  changes in revenue 
ra th e r  th an  to  cost facto rs. T h is is a basic fa c t fo r  all 
ligh t-density  ra ilroads; th ey  m ust o p e ra te  a t certa in  
m in im um  levels if th e y  are to  han d le  available traffic  
a n d  m ain tain  certa in  o p erab le  levels. T h a t is w h a t has 
o ccurred  o n  th *  A laska R ailroad . T o  re ta in  tra ffic , it- 
h a t  had  to  m ain tain  and o p e ra te  th e  p ro p e rty  a t a 
certa in  level. H ow ever, i t  w ould  co st o n ly  m arginally

Table 13
Revenues a n d  Expenses 

IS  m  HMilwnsl
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Table 14

1978  Revenues and Expenses 
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at— N - a i Otvvtr Talar

Woven ve-Tetsi 1 3 3 * * *1 JO S3 77 l h  M
Oawaiin* £1.** 1 JO 3 13 27 3*
W n a o w w i 1 *5 1 ss

Caw* I r a w a 31  n S 35 1 94 30 32
Snwnawme 434 0.54 4 U
Mawiamaar 1.3* 1 21 6.57
Tran— nation 1.30 2.J5 12 25
T re tt* 029 0 13 0 42
Caw— la w 0.30 0 14 0 A*

.  4 on...... .... ZS7 1.21 3 ’ 8
O w e  Operating l .M 1 64
Nona— tun* 0 12 0 12

0 — aaenen 3.S1 0.2S 0 13 3 19

Tatar l u m a 2 4 *0 S 41 2.10 33 51

'tam ItM al Bator*
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m nm i i i n  iCC m

Siattmariri ana Annual A 
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m ore to  o p e ra te  a t a c c ru d e ra o ly  h igher level, 
generating  m uch  m ore revenue. T he 1981 results fu r­
th e r  illu stra te  th is p rob lem . As no ted  oeiow . t i e  
co m p o sitio n  o f  costs and revenues provides signi­
fican t insight in to  th e  various cost factors.

T ables 14 , 15, and 16 provide s m ore  d e la te d  
analysis o f  19 7 8 , 1979, and 1980 revenue* *-.s 
expenses d is tr ib u te d  to  freight and passenger :.*-* ,ee 
and to  o th e r  activities. It is im p o rta n t u n o te  
th a t  th e  m eth o d  used by th is analysis deveioos fully 
a llocated  c o s ts .10 T h a t is. th e  m eth o d  siloca tes bo th  
th e  d irec t, sho rt-te rm , ou t-o f-p o ck e t e o s u  and the 
various ty p es  o f  jo in t c o su  and overhead  to  the 
ap p ro p ria te  service. T his e stim a tes th*  resources used 
to  supervise th e  passenger t r im s ' o p e ra tio n  and 
m ain ten an ce , to  m ark e t and ad m in iste r th em , to  
provide th e  increm en tal trac l m ain ten an ce  required  
by th em , to  service and n ip p l)  th em , and to  con tro l 
th e ir  activ ities. I t  should be realized th a t  if the 
paaaenger tram s w ere e lim inated , m any o f  these 
jo in t and  co m m o n  costs w ould r tm s in . How ever, over 
th e  long te rm , it w ould be possible to  elim inate  tnem

l°Wher» the financial u i« m « n u  provided toceific con Brea, 
ouu (such ik pt*A#nifr or fm im  car mainifruncti. irtrt# «»*«• 
u«*d directly rather than btmf allocated
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T ab la 15
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o r  to  d ivert th e  resources th ey  rep resen t to  m ore 
prouuctive  u se s .11

T he an aly su  ind ica tes th a t th e  nonrail activities 
have consisten tly  show n a positive n e t incom e. T he 
freight service has show n a positive cash flow (net 
incom e before  d ed u c tio n  o f  d ep rec ia tio n ) n 1978 
and 1980, b u t 1979  ind ica tes a  S I .0 2  m illion cash 
loss. F o r th e  3 y e a n , th e  to ta l cash gain on  freight 
o p e ra tio n s was $ 2 .4 8  m illion . While th is is n o t 
su ffic ien t to  cover all d e p rec ia u o n 'c h arg e s , it does 
rep resen t an im pressive pe rfo rm an ce , particu larly  
w hen considered  in re la tio n  to  th e  w eak Alaska 
econom y d u n n g  th is p eriod . W ith freight and o th e r  
activ ities com bined , th e  cash flow  is positive fo r 
all 3 y e a n , and  to ta l n e t  incom e is positive (o r  
se ra )  in 1978  and 1980 . T his leaves th e  passenger 
service as th e  principal source  o f  th e  substan tia l losses 
show n in th e  annual reports . Such a resu lt is con­
sisten t w ith  th e  p rob lem s experienced  by o th e r  N o rth  
A m erican railroads d u n n g  th e  post 30  y e a n .

Where A R R  a c teun lia i reeerd i did net specifically allocate 
coeu to  either freight o r paaaenter eereice. they ware eo 
allocated using method! presented by the Interstate Com ­
merce Commission to the extent that the required operating 
statistics were s m is 01*. See Coda o f  Federal fU tu ls tie aa , T itle 
4*. Pan 1242.

T here  are two possible csuscs fo r th r  passenger 
re rv ice 't poor financial situation : excessive expenses 
o r  inadequate  revenues. An exam ination  of the  
various expense categories indicates th a t they  are not 
excessive considering  th e  substantia! p roportion  o f 
th e  operations represen ted  by passenger service. 
Given the  n a tu re  o f  passenger tram  operations, this is 
in fact a substantia l com plim ent to  th e  ARR m anage­
m en t. T h u  resu lt u  confirm ed by com paring the 
AR R  paaaenger service to  th a t o f the Denver and Rio 
G rande W estern (D iR G W ) passenger service for 
com parable p enods. D unng  1978 to  1980. approx­
im ately  th e  sam e n u m b er o f  passenger train miles 
w ere operated  by b o th  railroads. Expenses were aiso 
com parab le ; how ever, th r  D&RGW revenues were 
50  percen t to  100 percen t greater, resulting in & 
significantly sm aller loss a ttn b u ie d  to  passenger 
aervice. A R R  revenues, on the  o th e r  hand, were not 
large enough to be com parable to the  p roportion  of 
to ta l op eratio n s represen ted  by passenger service.

A m ore deta iled  discussion o f the passenger 
prob lem  is con ta ined  in the  follow ing section (C om ­
petitive  and R egulato ry  E nvironm en t). It appears, 
how ever, th a t it w ould be im possible to generate 
enough passenger traffic  to  m ake the net incom e 
from  paatenger op eratio n s positive. This is the  basis , 
o f  a substan tia l long-term  public policy question . It (

Table 16

1980 R iv tn u e t and Expenses 
IS  in millionil

Fisgnt Fsnsngef Oinst Toisi

Revsnue.Teisi S 22 72 9 2 0 1 9 4  09 S3* 59
Osasnng 22.72 3.09 1 93 36 73
Neneettenng 2 16 3 IS

C ssi gsDtnit 20 92 7.60 2 * 7 31 19
IngmttrinQ 3 20 0.59 3 79
U # d  sn*C*l 5 27 1 59 S 16
Tisntsortstmn , 9 34 3.59 1397
T is llie 0 33 0 20 0 53
Communicitioni 0 2 ! 0.15 0*0
Adfniniitrslion 2.53 1.49 *0 3
Older Osevstine 7 47 743
Nsneeasnng 0.25 0.35

OewecsiMn 3.09 0.33 013 3.53

Total (sosnss 24 00 7.12 2.10 34 7 7

Gan ILostl **<ors
D e e re e s iw i.eo 15.511 1 41 17.301

Fully Allocated Gem
I Loss) 11.391 15.931 1.2* 15 131

I s u m  Alssas hsUfsse Finsncisl Sisism tntt sntf Annusl heoon
rsesm suie* usng ICC m l SllOCStiOn metnoot

a  - a /
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a  also im p o rtan t to  realize  th a t ,  e x cep t fo r  •  m odest 
dep rec ia tio n  charge against p w n | « r  service, th u  
analysis ha* n o t  in cluded  any  cap ita l cost*.

S ine* it  app*arz th a t freigh t service ii a fairly 
stab le  incom * source *v*n in tco n o m ica ily  depressed 
y « a n , i t  ii u ja fu l to  exam ine  th*  effec ts o f  adding a 
m ajor ad d itio n al long-term  m ovem en t. F o r purpose* 
o f  th u  diacuaaion, i t  ia assum ed th a t  th *  recen tly  
anno u n ced  ponding coal m o v em en t from  H ta ly  to  
Sew ard fo r  e x p o rt n w  ita in itial o p era tio n  in 1980. 
T h e  revised incom e s ta te m en t i* ahown in Table 17 
baaed on  th e  p roposed  8 0 0 ,0 0 0  m etric  to rn  m oving a t 
a  ra w  o f  $ 1 0 .1 0  p e r  to n . O p e ra tio n  expen*** are 
baaed on  d a ta  supplied  by  A R R . and deprec ia tion  
co n *  are  co m p u ted  a t c u rre n t ra tes  baaed on th* 
assum ption  th a t  all new  eq u ip m e n t ia uaed fo r th* 
m ovem en t. F o r th is a n a iy tu , on ly  freigh t and o th e r

T ab le  17

19 8 0  FinarKiai Perfo rm ance  w rth  P o ten tia l 
Coal T raffic

K O ,0 0 0  M etric  T o m  * M l . ( 0 0  Shoot T o n i 
(S  ut m iU io ftil

O n e T m t

Revenue 
Ooeretmf 
N eeeetm  me

823 .77
32.71

S t M
1 82 
2 .1*

I X H
2 4 *4

1 1 *

Cam 1 leaner
Ooeruin*
i i i n w n i m

20.83
30.33

7 .(7
2.42
0.21

23.18
23.34

a 2 i

OcoeeuMien 8 0 S 0.13 131

Te u r (eaom t 24.00 2 J 0 2110

Gam lU m l SeTers 
Oeoreeonen 1 J 0 1.41 121

*uMy llH m n e  Gem ILnm l u . a i 1.28 1 00

W rtnCeU

Ooermm*
31.S3 
31. *2

4.0*
1.82
1 1 *

3170
3114

1 1 *

Cm i I w o w
Ooerwm*

77.M
T7.S#

117
1 4 2
0.28

3133
3108

1 28

Orwreww on 1 4 3 1 1 3 111

T M I u m 31 .OS 1 * 0 3 1 8 *

G e m lL o a i Sj+ere
3 J * 1.41 1 3 7

«v*v  a m i x  Own ILm al a w i j i 1X3

Sounte T e x t  IS  ewe a iew e AeiltweC rererot

activ ities are considered . T he changes in p e rfo rm er 
d u e  to  th u  suigle m ovem ent are con u d erao le  . 
overall n e t incom e o f SO becom es a positive S I. 
m illion , and to ta l cash generated  goes from  S3 
million, to  1 5 .3 7  m illion. T h u  clearly  indicates be 
th e  d ep en d en ce  o f a lig n t-denm y railroad on nr.j 
m ovem ent* and , m ore im p o rtan tly , th e  posit: 
effects o f a s u b iu n t is l  traffic  source w ith  long-ter 
proapect*.

Thu*, th e  overall indication  is o f  * p ro p e rty  tr. 
has undergone  substan tia l financial changes over tr  
past 5 years. A lthough  it ha* seen senous d im in u u c  
in th e  vo lum e and ton-m iles o f  avauaoie fret?: 
tra ffic , th ere  has been suffic ien t con tro l o f costs ■ 
m ain tain  an overall positive caih  How each y ear aft 
th *  passenger service u  d ed u cted  from  th e  results 
h igh -rtvenue. m o dera te -cost m ovem ent such as :.-. 
p roposed  fo r  coal could  add stab ility  to  th e  p e rfo rr 
anc*.

Capital Budgets
U nlike p n v a ie  railroads. th»  A la J ta  R a tirs i 

doe* n o t have access to  cap ital Ji car.r.i
borrow  fu n d s fo r eq u ip m en t and c an n o t m ortgage : 
p ro p e rty  to  generate  c a p iu l .  T hese factors m ean tn. 
th e  on<*' m eth o d s o f  o b ta in ing  funds fo r r — :> 
i i r r - ,;v' sent*  a re  th rough  in ternal generation 
da if ■'") charges o r financial surpiusi r 
apt J.> art. I t  also m eans th a t it m ust h 
ciei . p i ts ' to  pay  cash fo r im p ro v e m en ts .1:

t i l e  18 lists th e  cap ital and m ajo r m u : 
U n an ce  expenses be tw een  Ju ly  1975 and Sepien  
b * r l9 8 0  along w ith  th e  source  o f funds. Clear:; 
a b o u t 75  p e rcen t o f  th e  funding cam e from  a o sr: 
p riationa ra th e r th an  from  earnings. As n o ted  in t r  
previous section , it Appears th a t th e  principal reaso 
fo r th is u  th e  negative im pact o f passenger service o 
incom e. I t  also indicates th a t w ith o u t pau en g ?  
service, th *  AR R  w ould have p roduced  57 79 m iilic 
in te rn a l cap ita l be tw een  1973  and 19S0 in steac  :  
th e  S I .2  m illion  actually  available. This w ould  nav 
reduced  th *  necessary  app ro p ria tio n  from  S 1 7 .3  mu 
lion to  S9 .51  m illion , even assum ing th a t n o  m one 
had been  t sta in ed  from  earlier, m ore  p rosperou  
y e a n . C learly , th e  recognition  o f passenger service s 
■ public  good requ iring  public su p p o rt cou ld  have 
m ajo r im p ac t u p o n  th e  ra ilroad 's  cap ita l bucge 
flex ib ility .

l^The tuttil method used by prfvtie m lra id i u> purrnue m
**Mipm#ni m ihroufh Uit "Philtdelpnia Pi«n." m «mcn m 
down peymem is 20 portent o f purthsw price. »n« m. 
bsisne* pud over IS  yvtrs. Bectuu m l equipment offer
eictllen l eeevniy, the interest m e t tre ueuiiiy luotum uii; 
below the pnme rite.
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T ab le  18  ’

Capital and  M a jo r M ain tenance Programs
(S in miHiana)

Uw taao i r r t irra 1*77 m e * Tataf
S-jN m* so. 2 10.1 s a i SO. I SOS tt.OW1 ,a r .«  Tran,

Siruerum 13 2.3 2.1 3.1 4 3 ie.4
leuwrani 1J 0.7 0l3 AS 13.6 i t s
Otnar Srancn P2 a.4» a « 0.3 a s 7.1
Tasal AS M M S I i7.a 4S.I
SurW loanaAparoarat m  * .0 1 3 1 0 1 0 t o 37.3XwraM Unwnei PS 0.1 a a 7J a s 13.S
*1S7S «*»« is-nwatn fou l yaar.
“aa.3 muiiaa far natan ia l — V wW Kumar earn.
Savraa Alaska RaUreaK 1*e0 Arwwaf S « n .

I t  is in c s p iu l  budgeting  th a t th e  Alaska Rail­
road  d iffers th e  m ost financially  from  p m a te  o p e r­
a tions. T h u  d ifference  results from , and is evident in. 
several features o f  th e  budget, including th e  d is tr ib u ­
tio n  am ong ex p en d itu re  ty p es , th e  budget process 
and line item  ju stifica tions, and th e  ty p es o f program s 
included in th e  budget. As n o ted  earlier, m any o f  the  
budgeting objectives, fund  sources, and u tiliza tion  
capabilities d iffer. T hese variations are reflected  in 
th e  docu m en ts them selves.

T he budget ten d s to  be heavily w eighted tow ard  
im proving facilities and light eq u ip m en t ra th e r than  
purchasing rolling stock. In  private  industry , the  
reverse tends to  be  true . T h ere  are th ree  reasons fo r 
th e  d ifference. O ne is th e  ease w ith w hich private 
industry  can  finance eq u ip m en t. T h is ease perm its a 
relatively m odest cash flow to  leverage substan tia l 
a m o u n ts  o f  equ ipm en t purchases, p a rticu larly  when 
used in co n ju n c tio n  w ith reasonable  in te res t ra tes and 
tax  advantages re la ted  to  in te res t, investm ent tax  
c red its , and accelerated  d ep rec ia tion . O bviously, th e  
A R R  c an n o t tak e  advantage o f  any  o f  these. A 
second reason th a t  eq u ip m en t ex p en d itu res  receive 
le u  em phasis, particu larly  in m arginal years, is th a t 
individual item s are so expensive. A locom otive costs 
$7 5 0 ,0 0 0  to  8 9 0 0 ,0 0 0 , w hile  c a n  run  8 4 0 ,0 0 0  to  
850 ,0 0 0  each. T hus, if  an  A R R  budget is c u t by  
FR A , OMB, o r th e  Congress, an ev en t w hich o c c u n  
regularly , i t  is easier to  reduce  th e  size o f  track  
program s th an  eq u ip m en t purchases, since th e  fo rm er 
ten d s to  co m p n se  a large n u m b er o f  sm aller item s and 
personnel requ irem en ts. W ith track  o r  s tru c tu re  
program s, a t  least som e o f  th e  im provem en t can

usually be m ade, b u t an  equ ipm ent acquisition 
program  m ust o ften  be w ritten  o ff entirely  even if a 
p o rtion  o f  th e  funding is no t approved. A third 
reason fo r these budget priorities u  th a t it u  easier to  
repair o ld er equ ipm en t and to  keep it operating than  
it ia to  operate  over track  which has not been p rop­
erly  m aintained. U ltim ately , the differences in 
budget priorities provide fo r physical faculties m ain­
tenance  ui the m anner o f  m ost federal ssencies. but 
th ey  do  no t necessarily respond to  m arx e tp u ce  
influences.

T h e  n ex t d ifference betw een A R R 's budget and 
those o f private capital arises in the  budget devel­
o p m en t process and th e  basis for project selec­
tion  and justification . On private railroads, th e  
p ro jects fo r s  capital im provem ent plsn are developed 
on  th e  basis o f  e ither rate o f re tu rn  o r net present 
value o f  the  proposal. T h e  ability  to  co n tribu te  to  
the  p ro fitab ility  (usually long lerm l o f  the  organi­
zation is the  prim ary e n te ru  o f selection. On the 
A lu k a  R ailroad, this does no t appear to  be stn c tly  
th e  case. AR R  budgeting docum en ts m ust conform  
to  U.S. D epartm en t o f  T ransporta tion  requirem ents. 
These requirem ents rarely reflect a need to operate  
p ro fitab ly . T hus, the  justification  for projects in tne( 
ARR budget is alm ost inevitably based on cos 
m inim ization  c n te n a  o r satisfaction  o f  federal re 
q u irem ents. While cost m inim ization is an im p o rt­
an t p a n  o f  developing in  effic ient operation , it m ay 
o r m ay n o t reflect the  m ost p rofitao le  use o f re­
sources. Such an approach also fails to  consider the 
o p p o n u m ty  c o su  o f  a lternative uses o f capital. 
B etw een the 1978 and 1982 budget requests, th a t o f 
1979 was th e  only one  whicn contained a cost-Oenefit 
analysis and a c o m p u u tio n  o f  internal rate-of-return  
fo r individual projects. In no esse was there  an 
a tte m p t to  estim ate  overall re tu rns for groups o f 
p rojects. T hese overall num bers m ay be consiaerably  
d ifferen t from , the  sum o f individual returns due to 
various pro ject in terdependencies snd  tim ings. It 
should be em phasized th a t th e  m ajority  o f these 
problem s resu lt from th e  requ irem en t th a t th e  ARR 
follow  federal budgeting  procedures ra th e r than  
allowing its m anagem ent to  develop program s, as 
m uch as possible, on  th e  same basis as pnvate  firms.

m

T h e  final d ifference  betw een ARR and pnvate  
budgeting practices u  the type  o f projects incor­
p o ra ted  in to  the  cap ita l budget. The ARP.'s budget 
includes b o th  s in c t  c a p iu l  item s and m ajor m ain­
tenance , w hich w ould be pa rt o f o rd inary  expenses 
u n d e r ICC accounting  rules and w itm n m ost private 
o rganizations. This causes the  incom e requirem ents 
to  b« understa ted . This proolcm  is exacerbated  by
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th e  u n  o f  b e tte rm e n t acco un ting  fo r trac k  s tru c tu re  
At exp lained  e txber. T h* p ro p o rtio n  o f  th*  b u d g e t 
w hich  i t  actually  d evo ted  to  m ain tenance  ra th e r  th an  
to  cap ita l e x p en d itu re s  a  d iff icu lt to  te u m a te  from  
erailab i*  d a ta . H o w t w ,  th *  FY 19 8 2  b u d g e t, a t  th*  
m in im um  level, Kcu tu ch  item s a t  cross-tie  rep lace­
m e n t, S a c k  surfacing , vegetation  co n tro l, e q u ip m en t 
re p a ir  and  refu rb ish ing , and  bu ild ing  repa ir, non*  
o f  whiefa a p p ea r to  b* n o rm al cap ita l i u tn a  O nce 
again, th *  re q u ire m e n t to  co n fo rm  w ith  f t d t n l  
budgeting  ( th u  t in *  co u p led  w ith ra ilroad  b * u * n n * n t 
acco u n tin g ) d isto rt*  th*  financial p ic tu re  o f  th *  
ra ilroad .

T h*  final cap ita l budgeting  item  w hich require* 
review  it th *  q u estio n  o f  d e ferred  m ain ten an ce . A R R  
define* d e ferred  m ain ten an ce  a t:

" . . .  the eeeuaiuUud aaiaunaac*  tk«l weuJd he** te  
ia orCtt ta bnn* Lhe phyacal plant up lo 

the auK ru l condition an t capacity considered Mcnaary 
le  iraa— ntlaia the loeei a t tn<t»i a e t  pdmeagec u ifftc

In  1977 , th *  A R R  eetirnated  deferred  m ain ten an ce  a t 
''8 8 8 .9  m illion , w ith  th u  increasing to  863  m illion  by  

19 8 0 . O f th e  197 7  to ta l, 83 8 .7  m illion was co n sid ­
ered  to  be delayed  cap ita l expenditu re* . >3 T ab le  19  
ih o w i th e  b reak d o w n  o f  th *  1977  to ta l by  fu n c­
tio n a l area. I t  is im p o rta n t to  realize th a t the** areas 
do  n o t  rep re sen t iu tn a  w hich  m ake it  unsafe  o r  
d ifficu lt to  o p e ra te  th *  ra ilroad . The** are  item s 
w hich  rtiould  be p rogram m ed  pro jec ts b u t have had  
im p lem en ta tio n  d e lay ed . I t  if t o t  unusual p rac tice  in 
th *  rail in d u stry  to  a d o p t  th is s tra tegy  w hen revenue* 
a n  n o t  a t  an  a d e q u a te  level. S ince m uch  o f  th*  pt o- 
gram m tng s  o n  a cyclical baais and th e  iu m *  are  long­
term  a sse ts  th e  p rac tice  becom e* c n u c a i  o n ly  w hen it  
i* c o n tin u ed  over an ex ten d ed  period . I t  is a lso possi­
b le  to  “ tra d e "  cap ita l ex p end itu re*  in exchange fo r 
h igher c u rre n t m ain ten an ce  ex p en d itu res. B o th  are  
p a r . o f  th e  s itu a tio n  a t  th e  A R R . T h u  is particu la rly  
tru e  fo r th *  ro ad b ed  an d  tra c k  ca tegory  w here  m any 
o f  th e  charge* a r t  fo r  s u b g n d e  w hich should  be  u p ­
graded  to  e lim in a te  fu tu re  m a in u n a n c e  d em and . 
H ow ever, th *  principal m u l t  o f  n o t perform ing  th e  
w ork  will be  h igher c u rre n t costs, n o t  unsafe  co n d i­
tio n s  o r  m ajo r o p e ra tio n a l p rob lem s. T his ia th*  
n a tu re  o f  m any  o f  A R R 's  problem *, particu la rly  th e  
delayed  cap ital ex p en d itu res , a lth o u g h  a good  deal o f  
th *  tie  renew al ap p ears to  be  tru e  d e ferred  m ain ten -

T hua, i t  ap p ears th a t  w hile  d e ferred  m ain ten an ce

Table 19

D eferred  M aintenance by  Functional A rm  
Cl in m d lion il

flail flelev S 7 3Tie fleocwel 7 5
Cntvn floadOed and Track IS 7Tunned 1 7
Bridges a :Buildmgi a 3
Otfttr Fixed Ficilititt 15 7
Communications 0.9
Equipment 0 a

Total 58.9
Source: A law i fla ilroed FY  1983 Budget Suom ittn  

Documenutipn .

, J Oivre testa , the effect * f  betterment M eeen lin * fo r  Voek ia 
U  mere we the tppenrnt level e t  deferred maintenance. Actu­
a lly . many track-related daferred -m unienaM * itmaa ere de­
layed capital expenditure*.

m ay  b ecom e a long-term  d ifficu lty  if th ere  u i v «  
large tra ffic  increase (m ore th an  th* cu rren tly  ? : 
J e tte d  coal tra ffic ) , it doe* n o t i*cm  to  be i  m it 
c u rre n t p ro b lem . Th* so lu tion  o f  tne  r  -e 
rem ain* d iff ic u lt to  p ro jec t un til th e  ty p e  o f 
s tru c tu re  u n d e r  w hich th u  railroad will be 
can b e  d e te rm in ed . If  s tru c tu red  c o n e , 
p ro jec ted  o rg an isa tio n  m ay provide consi. j 
p o te n tia l to  address th e  problem , c e ru in iy  m ore m s 
th e  p re sen t federa l stru c tu re .

C o m p etitiv e  and R egulatory E nvironm ent

T h *  A laska R ailroad both com petes ana  coo 
• ra te s , w ith A laska m o to r earner* and, th rough  . 
barge co n n ec tio n s, w ith m arine earn ers  operatu* 
be tw een  A laska and th e  U nited S u u s .  Because •«,- 
local fre ig h t e a rn ed  by ARR is u n su itab le  fo r ros 
haulage d u e  to  its bu lk , th* ra ilro td  it re la tively  fr* 
from  local c o m p e titio n . The ex cep tio n s to  th is u  
to m e  p e tro leu m  p ro d u c ts  m ovem en t and the  loc 
T O F C /C O F C  service betw een A nchorage  and Fat 
banks, w hich am o u n ts  to  Isis th an  10 p e rce n t o f  tr. 
to ta l  tra ffic  be tw een  these  tw o p o in ts .

H ow ever, th e re  are num ero u s exam ples o f  loc: 
ta riffs  w hich rep re sen t coopera tive  arrangem ents. 1 
fac t, th e  A n ch o rag e-F tirb an k s T O FC /C O F C  reprr 
sent* on*  such ta riff , while o th e rs  include g n . 
be tw een  D elta  and rail po in ts, p ipe from  Seward : 
A nchorage  to  P rudho*  Bay, e sm e n i from  A n c n o rv  
to  in te n o r  p o in ts , and pe tro leu m  p ro d u c ts  betw een 
varie ty  o f  place*. T able  20 lists several Abu* 
R a ilro ad  ta riffs  w hich include th rough  ra tes involvtr, 
b o th  th e  A laska R ailroad and m o to r c a m e n . Moio 
c am era  also p rov ide  dr ay age services in Anchoragi

C  -
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Table 20

A iaA a R ailroad Tariffs Involving Jo in t 
Rail-M otor R ates

Tertfl r .  b m w Canaanid
aoas-c h w  Ruown. i.C ., and Ak. MaweJraal/mocpe teete
soaa-A Wawievfrpn 4  irnw t Calnwkn 

and a im **
Wetee im l/ iw o r  m e t

3101-K Strum Cnlumbw. Id on*. 
Montane. Orepon N M m fie ii, 
Wyatvun*. end Alaaaa

(UU/wetw/rM/mawr
rates

M t t - l /  U l* t H m ta MeU/mew and 
moter/ra* rant

loteree Alaska hvrlrovd Tarittl 30SVC. X S M .  3101-K. 301S-J.

and Fairbanks fo r th r  railroad. T ib l r  21 provides a 
partial Uit o f  m o to r cam era  involvrd in jo in t arrange­
m ents.

I t  is t h r  in tr r l in r  traffic  w hich brings th r  nil*  
road in to  th r  m oat d ixrct co m p rtitio n  w ith pnvate  
c a m r n .  H o w rvrr, rv rn  h tr* . '.R R  if functioning in 
c o o p rra tio n  w ith o th r r  p n v a tr  firms. The n a tu r t  o f 
t h r  com m odities m oved m akei th r  in terline  cn ffic  
m ore com petitive  th an  th r  local.14 T h r  m arine com ­
p e tito rs  in th u  service are Sei*Land Service and 
T o tem  O cean T n ile r  E xpresi. who o p r n t e  co n ta in er 
ships and roll-on*roll*off trad e r ships, respectively, 
betw een  Puget Sound  ports and A nchorage. Both 
a lto  have th rough  ta n f f  arrangem ents with m o to r 
c a m e n , as well as w ith  th e  railroad.

T he im portance  o f  th is traffic  is in th e  volume* 
avsL’sble and its high value. T he to ta l ' con ta iner, 
trad er, and radcar traffic  th rough  A nchorage and 
W hittier is presen tly  ab o u t 1 ,350 ,000  to n s annually. 
O f th is, th e  radroad  hauls ab o u t 250 .0 0 0  tons. Som e 
o f  th is is n o t sub ject to  a lte rna te  rou tings (like heavy 
m achinery , m any chem icals, heavy stru c tu ra l shapes); 
how ever, m o st could  m ove by any earner.

T he sh ipper’s cho ice  o f earn e r is usuady baaed 
o n  a com bination  o f  p n ee  and service characteristics 
depending  on value o f  cargo and delivery requ ire­
m ents. T he m ost recen t innovation  used to  influence 
m ark e t share was th e  in tro d u c tio n  o f  c o n trac t ra tes 
by th e  railroad. T hese requ ire  th e  sh ipper to  provide a 
certain  m inim um  n u m b er o f carloads m exchange fo r 
certain  long-term  ra te  m axim um s and service guaran­
tees. T his ty p e  o f  ra te  was au thonxed  by federal 
legislation in 1976 and h u  begun to  gain fairly wide

14See "T ram * l u * . "  M l  foe s daacnptiea * f  lb *  com- 
p e li lire  commodKy ly  (ML

accep tance nationally  only in the  last 2 y ean . It h u  
c reated  considerable co n tro v en y  in Alaska, p r in c i ­
pally because o f  its success. It h u  also been the 
sub ject o f  c o u rt action  and a congreuionally  m an­
d a ted  ICC investigation to  determ ine w hether th e  
prices m th e  ra ilroad 's co n tracts are in conform ance 
w ith  s ta tu s  lo ry  requirem ents. Prelim inary results 
ind ica te  th a t  th e  rates exceed the  m inim um  levels 
allow ed by law and are well below m axim um  allow­
able lev e ls .14

I t  is the  In te rs ta te  Com m erce Commission which 
is responsib le for regulation o f the econom ic relations 
o f  th e  various A lu k a  m oto r, rail, and w ater carriers. 
E xecutive  O rder 11107 o f A pnl 25. 1963, placed the 
A lu k a  R ailroad partially  un d er the jurisdiction 
o f  th e  ICC for rate-setting  purposes. There were two 
excep tions w hich have created  d ifficulties in the 
ra ilro ad ’s rela tionsh ip  with us com petito rs, bo th  m 
term s o f m arketing  and in ra te  m aking. These two 
sections provided th a t;

1. "The Secreury . . .  shall allocate . . .  a proper portion ■ 
of Uif capital inveetmeot or Utc railroad to ine 
national public purpowt for which it hid orifinally 
been built." iThva pan of the railroad ! valuation wu 
to be deluded (ram the coau on which ratea were 
baaed.)

S. “ . . . Halve and charges ahall not be daemed lo br
umuat or unreaaorublv by reaaon of failure lo y-eidflH } 
aufficteni revenuti lo cover any amounts for u m w  
hot actually required by law to be pud or provide a 
return on capiul uiveatmant."

Effectively  these tw o  provisions allowed the  railroad 
to  re ta in  m ost o f its rate-m aking freedom . This 
situ a tio n  rem ained bu icaJly  unchanged until 1980 
when p asu g e  o f  the  Staggers Rail A ct (and the  
su b sequen t appropria tion  bill) m andated  an invest)-

14ll should also be noted that the ICC inveetnalion has. for 
the rim  lime, included a coat or capital for the federal inveit- 
ment in the railroad aa a pan of tha baaia for deiermimns me 
bfslny  or ntaa. .

T ab le  21

M otor Carriers Involved in Through Tariffs w ith 
th a  Alaska Railroad

A Lena Weft f  io r*« . Inc.
8>t Stale Mete* l e f i l ,  in*. 
Oriilm* Mvd Hfeiert 
S.-twr Star Termmwa. In c  
Pianiwe T/enuoaeiien Cemoonv 
K a W Tn jctin * Comoanv. Inc. 
Xadte* Oillwid MswMn. In c  
Mualua Fre-wtt Line. In c  
SowroewW la e m a . In c  
Waevee i r e  inert. In c

iau rm  Alaeva hu lreed Tantta 303S A end SOIt-1
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gauon o f th*  A iifk A  R ailroad 's a il-w a te r  ra tes (the  
com petitive interline m o v etcen u i to  determ ine 
w hether they  w ere in conform ance w ith tha  p n m - 
■on* o f  tha act. T h u  reprasen ted  « substantia l changa 
in policy, o n c e  th a  Stagger* A ct con tains vary specific 
p e o n  non* regarding th a  allowable coat basis fo r rate*. 
T ha i ta tu to ry  language o f  th a  A c t m akes it cloar th a t 
th a  railroad ia expected  to  m oot thoca cost-based 
ta riff  requirem ent*, w hich now  form  m uch o f  tha  

i fo r  th a  in terline  ra ta  m aking.1 *

fn rrauon*  o f  th a  Staggers Rail A ct provide th a  
boon  fo r m arketing  and m anagem ent o f  rail tarw ca 
deliveiy. They provvde fo r a good daal o f  la titude  in 
im plem entation ; however, they  do require th a t 
econom ic efficiency be a baoic « “ ad o ra tio n  in 
daeatoping any aervica and pricing package. T hey  
alao place a nu m b er o f m u ic u o n a  on th e  relation- 
ihipa betw een cam era.

Establishing a clear aet o f pricing rulea fo r the  
A laska R ailroad it probably th e  moot im po rtan t 
func tion  o f the  new regulatory  legialauon and th e  
subsequent ICC inveitigation. Theae rulea define an 
area o f  m arketing  flexibility  n o t previously available. 
Theae a u tu to ry  b o u n d t fo r pricing alao allow the 
railroad to  co m pete  m ore freely, end th ey  p ro tec t l i t  
c o m p a n io n  from  predato ry  pricing. However, t t  u  
im po rtan t th a t they  be applied aa outlined  in the  
a ta tu te  if they  are to  be effectively im plem ented. 
A rtificial re ttn c t io n t  on  the  AR R  do n o t appear to  be 
in th e  beet m u ree ta  o f  e ither th e  i ta te , the  A R R 's 
com petitor* , o r  th e  railroad. I f  A latka ia to  develop a 
financially viable tran sp o rt ty n e m , all participants 
m ust becom e active c o m p a n io n  ra th e r than  relying 
on  artificial constrain ts.

1 (Tbe S u i p n  Rail Act o f !  MO w*a trusted fo lio  wun • lone 
period o f  doa tlu fsc lion  with m u lt i  o f  ICC rt fU U lo ry  octiruy 
tad  iu  affect o *  the f l iu M ii l ruh ility  o f  the m l uidueuy. It 
feed been pater d ad 3 m on lh i earlier by the Motor Carrier Act 
e f l*ao which withdrew moat o f  the economic rn u u iio n a  
app lm h le lo  the Irwehiag u d v ry . The (oa la o f  the rail 
act were:

1. “ T o  m m  the railrooda o f  the cation ia rehab iliu iin f
the m l cyttcrn at ardor to m a t  the demaada o f 
io t te eu u  cwnuwefce aad the aa lioaa l defeaaa.

3 . T o  reform  federal ro fa la ta ry  policy w  aa to prawm  
a a f t ,  adaeuata. rooooaoeal. r i fk w a t , aad ftaaa- 
easily wahla m l ayoeaa.

X  T o owiat the m l ryatoeo te m iu  a nahle m the 
prtraie aecuoo o f the eooooaay.

4. T o  prwwde a re fa lo to ry  proeew that h ilio aw  tha 
ooeda o f  camatt, in ip pm . aad the pwhhe.

• .  T o  
rad ry

io the rahahdiutaoo aod fU anang o f  the

T he regulatory environm ent o f the Stagger* A c: 
provides a ta ttin g  for both the com petitive and 
cooperative arrangem ents betw een the Alaska Rail­
road and o th e r carrier*. The whole regulatory struc­
tu re  ia still ui th e  im plem entation stage, and the  
precise sp p lic ttio n  procedure for the new rysteir. ts 
n o t y e t known w ith any degree of e e ru w tv  How­
ever, it ia certain  th a t the new regulations, if imagin­
atively applied by m anagem ent, will provide the  
railroad with considerable o pportun ity  to  improve its 
p rofitability  while sim ultaneously forcing im prove­
m en t m the  quality  o f  m anagem ent data and its use 
They provide a basic frim ew ork  fo r establishing m e 
Alaska Railroad as an integral com petitive segm ent o f 
the  s ta te ’s transport system.

Passenger Service
T he Alaska Railroad provides regular scheduled 

pamenger sem e*  and special passenger trains. There 
a n  tw o  d istinc t parts o f the  scheduled passenger 
service: the  long-distance sennet between Ancnor- 
age and Fairbanks and the specialised shuttle  service 
betw een Portage and W hittier.

T he A nchorage-Fairbanki sennet includes e- 
press trains daily in e ich  d irection with stops o ^ ^  
a t Taikeetna and Denali Park dunng the  s u r n ^ ^  
tou ris t m onths (M ay-Septtm ber). In sddiuon, 
are three  local m ixed trains (passenger snd fra . , . , 1  
c a n )  per week d u n n g  the summer. The local trains 
n o p  ss necessary fo r passengers slong the route snd 
perm it hunter*, fisherm en, and hiker* to reach parts 
o f  Alaska inaccessible by road. The mixed tram s tie  
lim ited by union agreem ents to  a m axim um  of 
twenty-five freight c a n  per train  unless granted a 
special exem ption . T he express trains operate with 
coaches, a dinuig car. a lounge car. i  dom e c v ,  snd s 
baggage car fo r checked luggage. In the w inter, there  
ia m ixed train  paaeenger service once per weex. 
Mixed trains in bo th  sum m er snd w inter have coscnes 
and a d inar fo r pasaenger service. The sum m er crams 
represen t one o f the  m ost salable tourist a ttractions 
in Southcen tral and In terio r Alaska.

A dditional passenger service is offered by the  
A laska Railroad ui th e  fo ra  o f a shuttle tt*in be­
tween Portage and W hittier, a distance of 12.4 miles. 
The train move* au tos, trucks, buses, (with passengers 
allowed to  remain m their vehicles) on special quick- 
loading flat cart and also carries passengers in coacnes 
for th* 35-m m ut* tn p , which includes three-and-one- 
ha if m iles o f  tunnel*.

This shu ttle  train  provide* access to  th e  state 
ferry sem e#  betw een W hittier and Valder and aeceis 
fo r th* private and commercial boat owner* wno 
m oor th eu  craft at W hituer. The railroad is the  omy

#
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m eans o f  overland fran ap o rta tio n  to  and from  
W hittier. T h e  e q u ip m en t o n g in a a *  o u t  o f  A n ch o n g e  
end m i u n i  to  A nchorage « c h  jught. T he d iu ttle  
t n i n  from  Portage to  W hittier p rom dm  a u n m i r  
achedule o f  th ree  ro u n d  trip* th ree  d ay s per week, 
fo u r ro u n d  tripe tw o  daye pe r w eek, and  tw o  to u n d  
tripe on  th a  rem aining tw o day* o f  th e  week. In 
th e  w in ter, th e  d iu tt le  m akee tw o  ro u n d  tripe be­
tw een Portae* and W hittier on  S unday , W ednoeday, 
and Friday, re tu rn ing  to  A nchor*** each night.

T ab le  2 2  indicates th*  to ta l num ber* o f  paasen- 
f e n  earn ed  by th e  Alaaka R ailroad d u n n f  th e  tan 
Cecal y e a n  from  1971 to  1980. Passenger traffic  
hae been increating  a n n ti 'l iy  tinee  1975 . T h e n  w e n  
a b o u t 154 ,000  p aaaen fen  carried in 19 5 3 , m aking it 
th e  h ig h e tt y ear m paaaengtr eenrice or th e  railroad. 
T he paaaengen earn ed  in 1979 reached th e  second 
h ig h ett level (1 5 1 ,0 4 5 ) fo llow ed in 19 8 0  by  a lm ost a* 
m any (1 5 0 ,6 7 8 ).

T ab le  23  r iio w t th e  p a iaan g tr atrv ice in the
la i t  2  y e a n . W hile th e  A n ch o n g r-F a irb an k a  run
• jf f e r r d  a traffic  loss, t h e n  w u  a substan tia l fa in  on 
bo th  th e  P ortag t-W hittier sh u ttle  sn d  special tra u u .
T h e  railroad operate* e a c u n io n  train  sem ce*  fo r
special events such aa th e  A laska S ta te  F a ir m Palm er 
and  tceruc trip* to  Sew ard.

I t  ia im p o rtan t fo r th e  S ta te  o f  A laska and th e  
ra ilroad to  focus on  th e  purpose  and fu n c tio n  o f  the  
p a u e n fe r  service. T h e  S ta ts  has a lready provided 
financial tubaidy to  assist in m eeting to m e  o f  i u  
operational d e fic it and in providing im proved sh u ttle  
atrvice. T he passenger eq u ip m en t now  in service is 
old and will to o n  have to  be robstan tia lly  rehabil­
ita ted  to  co m p ete  in th e  m arketp lcce . T he passenger 
c a n  are, in general, w ell-m aintained, b u t are now  ia

Table 23
A la d u  Railroad Patatnqar Service 

FY 1I7W 1M 0

hrmm i
f e m F Y  1W0 FV  1STTS Own**

Owwu *w«- 
F * ra a M l e s ,tse at j o : -1 1 .5 4

m m *  ISftwnisl I7 J S 7 44 7 X ♦ 1 1
Sm * i 1.164 s. io s ♦ 7 * :

T e U ItO J T * 1*10*5 -  0.1%

Sm * m .  A i m *  A + t r n  A am i H a m m .

need o f  m o d ern isa tio n , including in n alla tio n  o f 
ell-electric h asting  and air conditioning. T he in t e n o n  
have n o t  been refurb ished  excep t fo r upholstery . 
A ccording to  a m em orandum  by AM TRAK evalu­
ating th e  Alaaka R ailroad pasaenger service, diuvd 
N ovem ber 21. 1979 , th r  estim ated  cost to  rehabil­
ita te  paaacnger equ ipm en t w ould be ab o u t S6 million. 
T he railroad, in th* n ex t few years, can keep suffi­
c ien t eq u ip m en t in service, particularly  w ith the 
recen t acquisition  o f tig h t long-distance coaches from 
th *  S ou thern  Railway. In th e  long term , however, 
th e  form , sty le, and m echanical aspects o f  passen­
ger tram  sa m e*  m Alaska m ust be re-evaluated.

I t  should be  clear from  previous portions o f  this 
rep o rt th a t  if th e  S ta te  o f Alaska ia to  have passenger 
tram  te n n e r  on the  A lu k a  R ailroad, it will require a 
substan tia l public operational and capital subsidy. 
T h e  freight and o th e r revenues o f  th e  railroad have, id 
th e  p u t ,  been used u  a subsidy supplem ent to  the  
passenger revenue. T h u  ia know n u  "cross- 
subsidy "—taking freight m c o m t to  pay for passen­
ger operating expenses. How ever, the au tho rs feel 
th a t such cross subsid isa tion  is n o t  m the b e n  in terest 
o f  the  A R R , if th e  n ilro a d  ia to  function  efficiently  
as a b u sm au  enterprise w ith in  the  R a te 's  to ta l trans­
p o rta tio n  system .

In th e  "F in an ces"  section  o f  th u  report, we 
a ttem p ted  to  ascertain  m ore accurately  the  revenue 
and expenses o f  freight and passenger service ipsg* 
20). O ur analysis indicated th a t the  cost o f  passen­
ger service it reasonable when com paring the  num ber 
o f  p a iu n g e r  tra ins operated  to  the  to ta l num ber o f  
tnuns. T herefore, the operationa l c o su  for passenger 
service appear to  be appropria te . T he problem  is that 
th ere  are sim ply an insufficient num ber o f pa isengrri 
to  pay operational costs. Raising fares to  provide rev­
en u e  equal to  such operational costs would reduce 
th e  nu m b er o f passengers served, leading to a con tinu-

Table 22

A l t* *  R ailroad P e sa n q o rt Carried
FY 1A7MM0

F a t*  Yaw P s w ss in

1971 •4,000
1977 102.000
1973 74.000
1974 •4.000
1975 91.000
1976 94.500
1977 103.632
1971 126.277
1979 151.045
1990 150,678

Source. Alaska Railroad records.
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*t>on o f  the defic it.
R evenue end expense* have been eiloceted 

betw een pem cnger and o th er catagone*. T he reau iu  
o f  theae allocattona m ay be found  in Table 24. In 
each o f  th e  peat 3 y e an , paesenger aervic* h a t ihow n 
a  aubaUntial lot* while freight and o th e r  railroad 
service* have rhow n a p m .  Thia ia tru e  even ui the  
light o f  unfavorable econom ic condition* and low 
traffic  volume* d u n n g  the** y e a n . Th* financial 
lota** in passenger aervK* have been suffic ient to  
cauaa th* Alaaka R ailroad to  have an overall loss. 
Thu*, croee tu btid ixation  o f paieen«*r i t m n  by 
freight service clearly ia detrim en tal to  th e  railroad. 
T he subsidy required  fo r each p u M t i | t r  earned  
we* ■* follow*: I9 7 8 -S 3 5 .4 1 ;  1 9 7 9 -5 2 7 .8 7 , 1 9 5 0 -  
534 .57 . .

I t  dvould alao be n o ted  th a t  in thia anaiyii* th* 
p amen te r  aervic* received cred it fo r revenue from  th* 
vehicle* ae well aa th* pa*aen«en hauled on th* 
P o ru p 'W lm u e r  ahu ttle  aervic* and fo r  m ad and 
b e tfa t*  revenue*.

Table 24
Aladia Railroad Revenue end Expenm 

pv  i* 7 *—t*ao 
i*  in
FY 1*71 XV 1*7* FY 1*80

Fe*sen#ee* 
Revenue 
Cam Eaoemes

SI.SO 
S.3S

S I 94
6.17

*2.09
7.80

Getn (Lou) (4.19) (4.211 (S.51I
Fnnht a t* Otftee 

Revenue 
Cam Eipemes

27.44
219 7

Ol o
55 26.90

23.59
Getn (Law) 3.49 1.00 121

Note: Oeereoecion it not included but may be found
in in* i

Souren: Aiadw Rwlrosd repent; Imematt Commerct 
Coneniwaan lnv*tt>*ition; computed bv Inttitute 
ef Social end Economic Rnesrcft, Unrmuty ol 
Alatka, and liven* and Asseoete*. Inc.

P aaeen p r eerricv ia im p o rtan t to  Alaaka. it is a 
service th a t can and ihou ld  be previdad by th*  A R R . 
However, th*  intereata o f  th*  railroad and th* atat* 
would beat be aerved if pam enter frv ifh t t e m c t  
were a ep a n te d  bo th  operationally  and by  coat ac­
counting. In th a t way, paaaenfer aervic* w ould Kill be 
provided u  required and r tq u n ta d ,  b u t w ith th* un> 
d c m a n d in f  th a t th* mrvic* require* public  aubaidy.

RESTRUCTURING ALTERNATIVES

Contra** m ay »oon p u i  legislation for Lhe 
tranafer o f  th* Alaaka Railroad from the Fed e ra l 
Railroad A d m m ta tn tio n , U.S. D epartm ent o f T rans­
p o rta tio n , to  the  S tate o f Alatka. Before tucn a 
tranafar can take place, th# S tate of Alatka m ust 
determ ine the  organizational n m ctu rv  it will ute to  
ow n and operata  th* railroad. T h u  organizational 
a truc tura  will m oat probeoly become the b t tu  Tor 
s ta te  lefialauon.

A po ten tial approach to  the state 's ownership 
and operauon  of th* ARR ui the penod of transition  
ia diacuaaed on pa*et 34 and 35 of th u  report 
("A laaka R ailroad T ran u tio n "). T he purpote o f th u  
section i# to  deaenbe vanout organizational a lte r­
native* fo r th* ita t*  to c o n u d tr  before it te lecu  the  
m oat a p p ro p rta u  organization for the A latka Rail­
road.

E x iftin f Organizational Limitation*
In selecting an appropriate  organization for a 

*tat*-owned ar.d /o r itate-oper*ted A latka R u lro ac . 
policym akers m uat understand the lim iu tio n t o f t~_r 
ex u tin *  organizational ttru c tu re  in order to a , 
perpetuating  them . The** lim iu u o . , 1  u e  t  
deeenbed below:

•  Inab ility  to  O btain A dequate Capital Invest­
m en t Fund*. A lthough the Alaska R a u ro a d . like 
any rail p ro p erty , ia capital inteniive. the  A R R  r.at 
no continuing means for obtaining adequate fur.es 
fo r eaaential capital investment*. All capital l .  ;s  
fo r th e  A latka R ailroad have been obtained o u t o f 
th# revenue generated by the railroad or from  
CongrasaionaJ appropriation*. The railroad is ae= : 
free, which u  advantageous. However, the  funcs 
available from th e  tw o curren t capital sources, 
revenue and appropriations, have been insufficient 
to  m odernize m uch of th r  car fleet and o tn e r 
equ ipm en t including paaaenger can . The process 
fo r obtain ing the  needed capital appropria tions is 
d ifficu lt and usually political, providing the  rail­
road  w ith little  assurance that the required funds 
will be available when neccuary . The funam g 
m echam sm i presently  available also m ake it 
impo«*ible for the  ARR to realistically plan and 
budget m ote  th an  a year ui advance. There is a 
need fo r th* Alaska Railroad to be able to  borrow  
capital investm ent funds and /or to raise sucn 
funds from  a variety  i f  public and private sources.

•  M arketing is D ifficult Because o f C om petitive 
Issue*. As a federal agtncy, the Alaska R auroaa 
face* d ifficu lt m arketing co rdm ons. If the rauroad 
m arkets aggressively, o th er transportation firms 
allege th a t th* reasc.i for the railroad's traff.c

£ - 2 7
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au cceu  it public  financial u p  p o rt. On th*  o th e r  
hand, th e  Uck o f  adequate  m arketing  may resu lt in 
tn e  need fo r public  subsidy. T he I n t m t i t e  Com- 
m ere* Com m illio n  (ICC) * u  m andated  by th e  
Staggers Rail A c t o f  1980 to  investigate such 
allegations. T he ICC study  h a i been com pleted  
and found th a t  th e  questioned  ra tes charged by th e  
Alaaka R ailroad are  com p eru ato ry  and do  n o t 
co n stitu te  p red ato ry  pricing, a t was alleged by 
to m e  o f  ita m arine and highw ay com petito rs. 
T he Alaska R ailroad n eed i the  freedom  to  agres- 
lively  m arket its tran sp o rta tio n  services.

•  M anagem ent D oes N o t Have R equired  F lex ib ility . 
A laska 's econom ic activ ity  ia dynam ic, w hich 
m eans th a t rail service needs alao change fre ­
quen tly . U nder its federal agency tu tu a ,  th e  
A laska R ailroad m anagem ent does n o t  have the  
flexibility  requ ired  to  be responsive to  changing 
rail service needs. Even though  th e  railroad has 
en joyed  a certa in  a u to n o m y  th rough  th e  years, 
th e re  a r t  endless federal regulations w hich m ust be 
fo llow ed in th e  transactions o f  daily  business. T he 
A R R  m anagem ent need* flexib ility  in operating  
th e  railroad if  they  are to  m ake it a self-sufficient 
co m ponen t o f A laska's econom y and if  th e  AR R  is 
to  co n trib u te  its full capability  to  A laska 's overall 
developm ent.

•  Em ployees are U nsure o f  T heir Statu* . M ost o f  th e  
em ployees o f  th e  A laska R ailroad belong to  
un ions in add ition  to  being federal agency pe r­
sonnel. T herefore, th e  em ployees a re  uncertain  
w h e th er they  w ork  fo r a r  Iroad o r  fo r  a federal 
agency. In e ffec t, th e  railroad personnel have tw o  
sets o f rules by w hich personnel m atte rs  are 
se ttled , and o ften  th ree  regulation* conflict, caus­
ing confusion  and som etim es ham pering  p erfo rm ­
ance. T hey certain ly  m ake adm in istra tion  o f the  
p ro p e rty  d ifficu lt.

•  Needs fo r Rail Services Have Changed. T h e  En­
abling A ct fo r th e  Alaska R ailroad established as 
prim ary purpose* fo r th e  railroad the  connection  
o f  In te n o r  Alaska w ith open  Pacific O cean harbors 
and th e  (Sim ulation o f  developm ent. T hese  p u r­
poses have e ither been fulfilled o r  are  no  longer 
applicable. T here  has n o t  been a recen t policy 
evaluation  o r a de te rm in a tio n  fo r various aspects o f  
rail sennce in Alaska baaed on th e  change* w hich 
have occurred . These include such changes a t:

1. S ta teh o o d .
2. Energy developm ent in Alaska.
3. Changes ui Alaska p o rts and p o rt develop­

m en t.

4. M arine tran sp o rta tio n  in terface chsnees.
6. R ailroad deregulation and availability o f co n ­

tra c t rates.
6. L e u  reliance on  rail t r a n s i t  for defense 

installations. -
7. Im provem ents in nonrailroad transportation  

in Alaska.

D ue to  these circum stances, the  state  m ust dearly  
de te rm ine  th e  th a t the  Alaska Railroad snouid 
now  play aa p a n  o f th e  Alaaka transporta tion  
system .

•  Alaaka R ailroad is Burdened with Federal Agency 
R equirem ent*. The Alaska R ailroad, ui addition to 
th e  requ irem ents placed on o th e r  com m on earners 
by  federal regulations, m u tt also m eet various 
federal agency requirem ents. Because it u  a federal 
agency, num erous reports are required o f the 
railroad th a t d o  n o t conform  to  railroad practices 
o r  p rocedures. Th* railroad m ust, therefore, spend 
tim e try ing  to  force its operation  in to  a fo rm at 
w hich wa* designed fo r o th er federal agencies^ 
T his results in nonproductive  tim e and uicreas«d| 
d o cu m en ta tio n  e ith e r ui preparing reports o f  no 
significant m anagem ent vmJue, explaining why the  
A lu k r  R ailroad can n o t com ply with federal 
requ irem ents, o r explaining w h it was reported in 
an  a tte m p t to  com ply w ith external dem ands.

•  P rocurem ent is C um bersom e and Slow, The Alaska 
R ailroad m ust follow  federal p rocurem ent regula­
tions. Since th e  Alaaka R ailroad is th e  only ratiroad 
ow ned and o p erated  by th e  federal governm ent, 
th e  equ ipm en t, m aterials, and supplies fo r the 
ra ilroad  are n o t com m on federal agency purchases. 
T h ere  are unnecessary delays ui ob tain ing  essential 
supplies sn d . eq u ip m en t which o ften  lim it the 
ra ilroad 's ability  to  e ith e r an tic ipate  o r react to 
m ark e t o p p o rtu n ities . T he procurem en t process is 
also a  public  process which tends to o red u o e  
n egotia ted  purchases and requires d u ee t casn 
o u tlay s, thereby  uicreasuig th e  costs.

•  Passenger Service ia Subsidised by Freight. R ail­
road  passenger service is m ore o f a social service 
th an  a buainesa. Fares (which could be higher than 
th ey  cu rren tly  are) can n o t be raised sufficiently  to  
cover th e  tru e  co st o f  the service. However, rail 
passenger service is publicly subsidised th ro ugnou t 
th e  U nited S ta tes and the  rest o f the world. Since 
th e  rail freight service is used to subsidize passe . 
ger service ui Alaska, the public has had to provide 
th e  Alaska R ailroad with tax revenues fo r its 
o p era tio n , m ain tenance, and rehabilitation  from



r
V

FA G E30 U N IVERSITY  OF ALASKA IN STITUTE OF SOCIAL ANQ ECONOMIC » ES EA 3 0

r

th a#  to  tim e. Thu accounting ly r u m  on th* 
Alaaka Railroad doe* n o t adequately aeparsU  th* 
freight and passenger c o iu  fo r railroad expenses. 
T here U i  n**d to  separate th *  freight and pisaen- 
t* r  c o m  and to  a llo c a u  th* passenger co«t to  th* 
public  a* a •octal sem e* .

UV
•  Alaaka R ailroad C annot N egotiate So lu tions to  Ha 

Problem*. A* a f*d*rai agency, th*  Alaaka Railroad 
h a t a high d « frt*  o f  public m obility . Thia land* to  
p ro d u d *  th* A R R 'a  negotiating  ao tu iio ru  to  
ita problem s o r taking advantage o f  business 
opportunitiM . In th* p u t ,  th*  railroad ha* been 
abl* to  m ak* certain  b u a in n t decisions w ith o u t th* 
necessity o f  W aahmgton approval. R ecently , 
however, th e n  appears to  bo a  ahtft tow ard  cen tra l­
isa tion  o f decuuon m aking w hich p rev en a  negoti­
ation* fo r buuneia  w ithin Alaaka.

Railroad Perspective: Public Service o r Businas*?

T he hiatory o f th* Alaaka Railroad b e an  o u t thia 
split perspective o f th* ra ilroad , ia i t  public aervic* or 
buaineia? Viewed hiatoncaily  from  a public aervic* 
penp«ctive, th* Alaaka R ailroad ha* been a success. 
I t  h u  generally accom plished iu  public sem e*  
mission by connecting In te rio r Alaaka w ith open 
Pacific Ocean porta. Th* railroad h u  au ia ted  in 
developing th* urban com m unities in w hat h u  been 
called th e  ‘‘R a ilb e lt"  o f  Alaska. Th* ARR serves 
Alaska'* coal Reids; it h u  opened up th e  M atanuaka 
Valley agricultural a r e u :  it h u  fosterod settlem ent o f 
public lands. In add ition , the  A R R  h u  m oved laige 
volumes o f  com m odities to  end from  Alaskan com ­
m unities and betw een them  a t I  reasonable cost. 
P roducts have been m ad* available a t affordable 
transporta tion  costa. T he m ovem ent o f  m ilitary 
personnel and m at* n il by rail h u  aided th e  national 
defense structure . The railroad has olro provided 
passenger trains u  a public service function .

However, th* view o f the  Alaaka R ailroad front 
th e  business perspective h u  b e tn  le u  clear and m ore 
In u ra m te n L  Th* buiuneu  perspective involves 
railroad econom ic* m te u n g  fully allocated  c o su  plus 
a  m u m  on th r  investm ent. T he Alaaka Railroad h u  
generally n o t been * iw oflub l*  buauiem enterprise, 
excep t fo r  a  few year* o f  substantial traffic  resulting 
from  th* w ar o r pipeline co n stru ctio n .

T his d icho tom y betw een public  service and 
business railroad operation  h u  been reflected in th e  
m anagem ent and personnel o f  th e  Alaaka Railroad. 
M arketing o f  th* ra ilroad 's w m c e s , an previously 
m entioned , h u  alao reflected  th is conflict o f  per­
spective. T he m anagem ent decision* which have been 
m ad* on th* railroad have, on  occasion, reflected

both th* public seiYic* and the b u itn cu  perspectives.
Faced with the prospect o f state ownership and 

(or) operation  o f the  A luka  Railroad, th* decision­
makers in the S ta te  o f Alaska must decide wneLher 
the  p roperty  ia to  be governed from a public service 
o r  a buaineu  o n e n u u o n . The long-range implications 
o f  this decision for th r  people o f A lu k a  are signifi­
cant. Much d eb it* , discussion, and careful consider­
ation will be required to  determ ine th u  policy, and 
th* state  m ust also consciously decide wnere to d n w  
th* line betw een the public service and business 
sectors o f  th* enterprise.

On* m ajor im plication of the sta te 's n i lro td  
perspective i* ui th* selection of the  organizational 
a lternative for th* A lu k a  Railroad. The organi­
zational structure  chosen by th* s u te  will n o t assure 
th a t th* railroad will be operated from the per­
spective selected, bu t th* appropriate  organization 
can halp to  facilitate its operation within tn* fram e­
work established by tho S a w  of A lu k a .

Finally, the transfer o f  the  ARR to the s u te  will 
provide Alaska with an opportun ity  to  benefit from  
th e  railroad 's paat experience under federal govern­
m ent operation  and resolve the uncertain ty  and con- 
f lic u  o f  running th* railroad u  a public service versus 
a b u sinau  operation . m

A ssum ptions and Crittria for a State 
Railroad Organization

Th* following assum ptions concerning the rail­
road and iu  relationship to  the s u te  were used 10 
develop th t  criteria and proposals for an organizat.on 
to  operate a state-owned railroad:

1. T he A lu k a  Railroad is to be transferred to  
th e  S ta te  o f Alaska w ithout direct com per- 
u t io n  of th e  federal government, bu t wi-.n 
indirect co su  to the  su t*  for existing liabil­
ities and any requirem enu for capital invest- 
m enu .

2. Th* S u te  o f  Alaska wuhes lo operate  th e  
railroad in th* m ost efficient m anner, m ini­
mizing the  cost to  the  taxpayers o f the su te .

3. The A lu k a  Railroad is an im portant elem ent 
o f  th* R ate 's tran sp o ru tio n  system , and any 
s ta u  investm enu  relating to  iran so o ru tio n  
will be mad* with full recognition o f ir.e 
im portance and interm odai na tu re  o f the 
railroad.

4. T he Alaaka Railroad can and will be reiDon- 
sive to  changing needs and opportun ities for 
tn n ip o r u . io n  services.

5. T he railroad revenues are to be used to 
provide essential rail service, m aintain ar.c

#
c - 3 °



U N IV ER SITY  o f  ALA SKA  IN STITUTE OF SOCIAL AND ECONOMIC RESEARCH r a c e  31
im prove ra il/o sd  p ro p erty , and  m arl opera­
tiona l expenses.

6. T h*  public 's capital m m t n m i i  a n  to  b* 
p ro tec ted .

7. T h* rail service ra tes a n  to  rem ain com pel- 
fthr*.

8. Public railroad operational subsidies a n  to  be 
m inim ized.

9. Rail users i n  to  receive fo o d  sendee, includ- 
in (  adequate  service frequency , an a d e q u e u  
n u m b er o f  c a n , and ap p ro p ria te  car types.

10. T h e  Alaska R ailroad is to  c o o p e n t*  w ith 
th e  s ta te , local g o vem m entt. porta, busi- 
nesses, industries, and o th er tran sp o rta tio n  
m odes w ith in  established policies and legal 
constrain ts.

E stablish inc criteria  de ticned  to  m eet th e  rail 
atrv ice needs o f Alaska will enable th e  s ta le  adm in i­
s tra tio n  and ItfisLaturo to  evaluate th e  organizational 
a lternatives subsequently  described. Each organixa- 
tional s tru c tu re  can be m easured by th a  e x u n i  to  
w hich it satisfies th e  follow ing criteria :

1. A bility  to  ob tain  access to  public and 
private cap ital funds.
Freedom  o f  m anagem ent to  m ake the  
ra ilroad 's  operationa l decisions w ithin 
established policies.
C lear-cut lines o f  m anagem ent responsi­
bility  and accoun tab ility  fo r decisions. 
M arketing freedom  w ith in  tsu b lirh e d  poli­
cies and b u d ie ta ry  constrain ts.
G e a r  decision-m aking a u th o rity  w ith o u t a 
cum bersom e and bureaucratic  process. 
S eparation  o f freigh t and passenger service 
fu n c tio n s and accounting .
A bility  to  efficiently  p rocure  necesaary sup­
plies, eq u ip m en t, services, a n d  m atenais 
w ith in  ap p ropria te  policies and  budgetary  
a u th o rity .
M anagem ent capab ility  to  m ake long-term  
co m m itm en ts  w ith in  established policies. 
M anagem ent freedom  to  negotia te  solu­
tions to  problem s and to  Lake advantage o f  
k i w i  o p p o rtu n ities .
Industrial developm ent capab ility  on 
A laska R ailroad land.
Perform ance-based personnel m anagem ent, 
including th *  d irec t ability  to  hire, fire, 
p ro m o te , tra in , supervise, and d irec t re­
q u ired  railroad em ployes*.
A bility  to  provide financial and o th e r  
Incentives fo r perform ance.

We recognize th a t H m ay n o t be  possible o r

2.

3.

5.

8.
9.

10.

11.
12.

acceptable to  have a state  o rg in iz itio n  which fully 
m eets all o f these c n te n a . However, these criteria are 
im p o rtan t in defining the long-term  objectives for the 
Alaska Railroad. The S u te  o f Alaska m ould seek 
an acceptable organizational structure which will 
enable the  railroad to  operate  u  effectively as pos­
sible w ith in  these areas.

O rganizational A lternatives Considered

W hen we began th u  study, various alternatives 
were considered possible. Am ong these were:

•  Keeping the t u tu s  quo—lettuig th e  ARR con­
tin u e  to  operate  as a federal agency.

•  Allowing the  ARR to  operate  as a federal 
agency corpora tion  like the C onsolidated 
Railroad C orporation  (Conrail) or A tntrak.

•  Selling th e  A R R  to  p n v a te  investors.

How ever, during the early stages o f  this study  th e  fed­
eral governm ent m ade clear iu  in ten tions to divest 
itself n o t  only o f  th* A R R . bu t also o f  Conrail and 
A m trak . which precluded th r  first two alternative!. 
F u rth e r, the  difficulty  a pnvate  investor would have 
in financing th e  m arginally p ro fiu b le  A R R . ui add i­
tion  to  th e  com plex issue o f unresolved land-transfrr 
problem s, effectively precluded the third alternative. 
T hus, there  em erged bu t three rem aining alternatives 
th a t seemed to  offer w orkable o p p ortun ities for t.ne 
A R R . These included th e  sU t* (1 | operating  the ARR 
aa a line agency o f the  s u te ,  (2) operating  it as a s u te  
public co rporation  o r au lh o m y , o r (3) leasing 11 ou t 
fo r operation  by a pnv a te  party . W* exam ine tnese 
th ree  alternatives in th e  following p a rag n p n s.

Three Possible A lternatives 
The Railroad as a S u te  Line Agency

U nder th is .ap p ro ach , th r  s u te  would u k e  title  
to  th e  railroad in a m anner sim ilar to  s u ie  ow nersnip 
o f  such o th er ira n ip o ru tio n  facilities as a irports, the  
M arine Highway S y iU m , and s u t e  hignwsys. H ow ­
ever, w* should no te  th a t the  long-term  availability 
o f  railroad assistance funding from  tne  federal govern­
m en t, e ith e r fo r capital o r operating  purposes, is very 
uncertain . T here  curren tly  e x isu  no tru st fund for 
railroads u  there  is for a irp o ru  o r hignways.

U nder th u  alternative, the Alaska Railroad 
w ould logically be m ade a division or some o th e r unit 
o f  th e  Alaska D epartm ent o f T ransporta tion  and 
Public Facilities. T ie  railroad personnel would 
therefor*  becom e em ployees o f the  s u te  w ith all of 
th e  b e n e fiu  available to  o th er s u te  em ployees.

Policy d irection  fo r the Alaska R ailroad is  a
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sta te  law  M *ncy w ould com * from  th* governor, 
from th* legislature through norm al legislative pro­
cesses, and from  th* com m iw ionw  o f  th* d*parun*nt 
mvoK*4.

Thar* *r» i m n l  advantages to  establishing th* 
Alaaka R ailroad aa a sta te  lin* agency. Th* manage- 
m *nt l in n  of au th o rity  and responaibJity  would b* 
cl*ar. Th* institu tiona l structures and rw o u rea t o f 
th* S ta ta  o f A kuka could b* readily available fo r u m  
on the railroad. Alaaka Railroad employee* would 
hav* th* fringe benefits tn d  o th er advantages o f t u t*  
em ploym ent, including reasonable jo b  p ro tection . 
Sim.* th* railroad already ha* a cadre o f  <xpeh*nc*d 
and trained operational personnel, th* transition  from  
federal agency sta tus to sta te  agency sta tus w ould b* 
easier th in  o th e r  alternatives.

However, there  are also significant disadvantages 
in organising the  railroad aa a s u t e  line agency. T he 
AR R  would e n c o u n u r  m ost o f th e  sam e lim itations 
as a a s t*  agency as it new  does aa a federal agency. 
O ne o f  the  m ost critical lim ita tions w ould be the  
inability  to  ob tain  essential capital investm ent funds 
except by t u t *  appropriations. T h e  com petitive 
issues related to  m arketing, m anagem ent flexibility, 
s u te  agency regulations, procedure* and require­
m ent!; th e  po ten tial fo r even m ore d irec t political 
influence on operational decuiona; and th* public- 
•etv ice-versus-btu ineta-onenuuon questions a n  all 
disadvantages o f  this approach.

While th* u u  agency alternative  should be 
considered, it clearly does n o t m eet m ost o f th e  
criteria established fo r a viable railroad organization. 
If  th e  Alaska R ailroad is to  id e q u a u ly  fulfill i u  
transporta tion  role w ithin i u  technological lim it­
ations, a s u i t  agency organizational struc tu re  i t  th* 
leest desirable o f th e  th ree  a lu m a tiv ea  discussed in 
this report. It would be u n fo rtu n ate  if th* Suu o f 
Alaaka were to  place th e  A laakaR ailroad in an organi- 
ra tional structu re  th a t oerpetuatad  th* lire iu tio n s  o f 
federal sgency statue.

The Railroad as s  S ta te  Rub tic C orporation  
o r A uthority

There are precedent* fo r thia approach, bo th  na­
tionally  and in u m a u o n a lly . Th* West Virginia Rail­
road M ainunance  A uthority  and th* p n tish  Rail C or­
poration , with som e venations, will serve as exam ples.

T he West Virginia Railroad M aintenance Au­
th o rity . T h t  S u u  o f  West Virginia has sines 1975 
ow nsd and operated  a ra ilro a d 17 sim ilar in som e 
ways to  th e  ARR. Th* West Virginia M ainunance  
A uthority  (WVMA) coruuM  o f  seven part-tim e

1 'Th* S 'm  Viituiia A silm ad  am ** M  cwmmtmal paaanetra

m em bers, including th e  governor as an ex-officio 
m em ber. T he o th e r n x  num bers a n  ap p o m u d  by the 
governor, w ith th e  consent o f the s u u  senate, for 
staggered 5-year Urma. Th* au th o m y  selecu iu  own 
officers and cppoints an executive d irector I the chief- 
adm inistrative officer). Th* employees o f the m in o r ­
ity m  West Virginia work for th* s u u  snd tre  non­
union.

T h# WVMA had all the pow eri .leeded to  own 
and o p e ra u  a railroad. These powers include the  abil­
ity  to  plan, carry o u t projects, acquire property , set! 
o r  transfer p roperty , c o n tn c u ,  and sue or be suea. 
T he WVMA m ay m s*  capital vis railroad au thority  
n v e n u *  bonds. I t  may also ic q u ir t  railroad ng.nu tn 
o th er s a te s ,  in  addition, th* au th o rity  has the pow er 
o f  em in en t dom ain.

T h e  railroad experience in West Virginia h is  
been generally niecesaful, and w ith some m odifica­
tion . lessons learned there  m ay be applicable to  
A laska.

Th* British Rail C orporation . Since i u  inception  
in th e  l a u  1940s, B m u h  Rad h u  operated u  a profit- 
o n e n u d  transporta tion  com pany, providing bo to  
freight and paaaenger service. A govemmen* 
po in ted  chMVman and an autonom ous board - 
• c io n  provide general policy fo r running the c 
anon , w ith each d irec to r responsible for a pani«.„.or 
facet o f  th* o p e .au o n  (passenger, m aintenance, capi­
tal investm ent, e tc .) .

British R ail's chief executive is responsible to 
th* board  and th e  chairm an, a t the same tim e serving 
u  a m em ber o f the  board. The principal officers of 
B nttah Rail serve u  the  pleasure o f the Chief E x ec­
utive.

T h* levels and na ture  o f British Rail's passenger 
service are negotiated betw een th e  governm ent and 
the co rp o ra tio n , with the  governm ent paying for pass­
enger aervic* provided.

British R ail's capital investm ent package over­
seen by th* M inuter o f  T ransport includes t  5-year 
plan, th e  first 3 y e a n  of which sue fixed T h u  e su o - 
lishes th *  capital lim iu , w ithin which investm ents 
m ust fall. British Rail can only borrow  througn m e 
governm ent, and m ajor p ro jecu  m ust be reproved by 
th* M in u u r  o f  T ransport.

T h# m inistry  o f T ransport, through iu  Railways 
Division, oversees th* capital investm ent program of 
British Rail. I t also h u  som e safety responsibilities. 
R egulation is n o t institutionalized. The m arketplace 
drives m ost policy decu ions o f  B n tu h  Rail.

**A eopy oI th* Wm Vlremu Miinirnsnr* A u th om y Act » 
on m» st th* Alsu* Duptnmtfli of Transportation snd ?uai.c 
Fstiiioca.
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L ike t h t  W tft Virginia R ailrpad A u th o rity , the  
British Rail C orpora tion  o fftr s  a p o ttn U ii organiza­
tiona l m odel fo r th e  Alaska R ailroad. I f  th e  Alaaka 
R ailroad , un d er s ta te  ju risd ic tion , w ere organized u  
an  au th o rity  o r  public  co rp o ra tio n  u n d e r carefully  
w orded Mate legu lation , n o n  o f  the  federal agency 
lim ita tiona cou ld  be rem oved. Properly  established 
u n d e r th u  approach, th e  Alaaka R ailroad could  m eet 
all o f  th e  criteria  previously ou tlined  fo r a f ta te  rail­
road  organization.

T he principal advantages o f  a public  co rp o ra tio n  
o r au th o rity  a lternative  a n  an ability  to  ob ta in  accn e  
to  requ ired  capital funds and freedom  to  m anage and 
o p era te  the  railroad w ith in  policies eetablished by a 
board . M anagem ent can be given flex ib ility  and 
responsib ility  end can also be  held accountab le  for 
iu  decisions. Pasaenger service can be acco u n ted  for 
separately  and n o t subsidized by fn ig h t  service. T he 
s ta te  could  de te rm in e  the  ap p ro p ria te  levels, loca­
tions. and o th e r areas o f  passenger train  service in ac­
co rdance w ith th e ir willingness to  pay fo r the  service 
selected . T he freight rail service could be  m arketed  
and required  to  m eet fully a llocated  co su . Thus, 
u n d er th u  organizational schem e, it m ight be p o u ib le  
to  reach a com prom ise  betw een  th e  public  service and 
business purposes o f  th e  railroad.

A S ta te  R ailroad w ith  Private O perations
A th u d  a lte rna tive  w ould be for th e  S ta te  o f  

A lu k a  to  ow n th e  ra ilroad and co n tra c t w ith p n v a te  
e n ie rp n se  to  provide fo r operations. T he m ain 
d ifference betw een th u  and th e  o th e r  a lternatives u  
th e  o p era tio n  o f  th e  A lu k a  R ailroad by a pnvate  
o rganization .

Several sta tes, such u  S o u th  D akota  and O kla­
hom a, are using th u  approach . T hese s u u s ,  am ong 
o th ers , have experienced ab an d o n m en t o f  significant 
rail line* th a t they  considered  essential to  th e ir 
econom y and tran sp o rta tio n  system s. T hese are using 
sta te  and federal funds to  acquire  and rehab ilita te  
extensive rail lines. T h e  D ep artm en t o f  T ran sp o rta ­
tio n . u  a represen tative  o f  th e  -su te . takes u tle  
to  th e  rail p ro p erty  (usually excluding rolling stock ). 
T he s u t e  th in  se lecu  a pnv a te  ra i'ro ad  w ith  the  
requ ired  m anagem ent ex p en en ce , skills, and in te rest 
in operating  iu  eq u ip m en t over th e  line to  fu m u h  
shippers and receivers w ith rail service. An operating  
agreem ent is nego tia ted  w ith th e  p n v a te  com m on 
e a rn e r for rail service. T h e  o p erationa l lim ita tions o f 
th e  railroad can be  w hatever th e  s u u  and th e  ra ilroad 
agree upon .

T h e  negotia ted  operating  agreem ent can include 
such provisions u  th r  assignm ent o f m a in u n a n ce  
responsib ilities; liabilities: frequency , level, and ty p e

o f  rail service; car supply; revenues; and c o m . T hui, 
all o f  th e  ip p ro p n ite  c n te n a  for a s u u  n iiro id  
organization  can be reflected in the operational 
agreem ent. T h u  can even extend to  the proyuion of 
requ ired  capital.

A m tjo r  advantage of th u  approach is that once 
th e  operating  agreem ent h u  been negotiated, the 
sta te  h u  only a supervisory o r overseer responsioility. 
plus w hatever financial requirem ents have been 
d e term ined  by the  negotiations. T he railroad aper- 
a tio n i can include public service rail requirem ents as 
well u  being perform ance b u e d .

A su b su n tia l d ifficu lty  with this alternative for 
th e  A lu k a  Railroad is th a t  no pnvate  raiiroad earner 
ia operating  w ithin the c u te . T oo . there  is the proo- 
lem  o f  th e  ex u tin g  Alaska Railroad personnel. Vthiie 
th e  p resen t railroad em ployees h iv e  th e  necessary 
know ledge o f  railroad operational peculiarities in 
A lu k a . these are federal agency em ployees, w ith 
long-term  n g h u  ra ther th an  pnvate  em ployees whose 
n g h u  are sub ject to  negotiation . This could present 
such a significant liaoility  to prospective private 
o p erato rs that it m ight be d ifficu lt to  find interested 
parties. T h u  appi isch . therefore, m ay be im practical 
unless th e  responsib ility  for th e  cu rren t Alasxa 
R ailroad personnel u  jusum ed by the  Federal Rail-
road A d m in u tra tio n , while a pnvate earner, w itn ‘. h e ^ H
necessary qualifications, can be i t t r a c u d  as the 
o p era to r. However, no one know s at th u  tim e 
w h e th er o r  n o t such a pnvat* o p era to r exists.

O ne vanation  to  the  alternatives descnoed  above 
is a co n cep t under consideration in Iowa. It is an old 
co n csp t which h u  proved successful in o th e r organi­
zations b u t w hich is new in its sp p licau o n  to  rail­
roading. I t  involves the  us* of a general p a rtn e r and 
lim ited  partnerships.

A lim ited partnersh ip  is i  very flexible in stitu ­
tiona l a n a n g e m in t w hich could p o ten tia lly  a ttrac t 
substan tia l pnvate capital. A m ajor consideration  in 
developing th is 'in stitu tio n a l approach u  th e  desig­
na tion  o f  th e  general partner. In o rder to  legally 
establish  a lim ited  partnership , i t  l e u t  one financially 
responsible general p a rtn e r m ust be found or e su b - 
lu h ed . T h e  S ta te  o f A lu k a  could establish in  organi­
zation  w hich could becom e the general partner for 
th u  ra ilroad  venture. A lthough lim ited partners are 
n o t sub ject to  liability beyond th e ir investm ent in the  
partnersh ip , th ere  is usually no ljm tt to  the liability o f 
th*  general partner.

A lim ited  partnersh ip  u , by law, a non taxab le  
en tity . AU gains o r  losses from  the venture  flow- 
d irec tly  back to  th r  investors (partnersi for tax 
purposes. Partnerships arc thus attractive because 
(1 ) th ere  u  no double  taxa tion  o f incom e u  with
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corporations in d (2 ) partner* can u i t i  full tax  ad- 
r w iU |i  o f l o v s ,  dep recia tion  allowances, and u u  
credits. Th* ability  to  tali* advantage o f  depre­
c a tio n  allowance* will becom e m ore im p o rtan t if tha  
Reagan A d m in u trau o n 'a  accelerated  deprecia tion  
propoaal ia enacted . I t  w ould ba n e c ta u ry , o f  c o u n e , 
to  exam ine lafa l co n atram tt ia  A laska fo r  public  
m vohretnent ia  lim ited partnerahips. In Iow a, thara  u  
no  apparen t co n stitu tiona l p roh ib ition  against public 
iavohrirmant in such arrangem ents.

I t  m ay ba p o u ib te  in tuch  a lim itad  partnersh ip  
to  a ttra c t rail u aen . businessm en, pn v sta  individuals, 
and A lu k a  Railroad em ployees, am ong o th a n . Thua, 
H would ba advantageous to  t h o u  w ith d irec t rail 
i n ta m u  to  aae th e  A lu k a  R ailroad succeed  u  a 
business venture while offering only lim ited indivi­
dual liability. T he idea and concep t m ay ba w orthy  
o f  fu n h r*  conatderauon.

Ale te a  R a lro ad  T ransition

T ransition Legislation astd Problem s
A t noted  earlier, th a  Federal R ailroad Adm ini- 

t tra tio n (F R A ) h u  da tan n in ad  th a t th e  original 
in ten t o f tha  Enabling A ct fo r e* u b lu h in g  -and 
operating  th a  A lu k a  R ailroad h u  bean m at and 
federal responsibilities discharged. T hus, fo r th e  p u t  
several years, several federal adm inistrations and th r  
D epartm ent o f  T ran sporta tion  have d tic u u e d  divest­
itu re  o f  th e  A lu k a  R ailroad by th e  federal govern­
m ent. However, it h u  only bean since January  1981 
th a t the  decision w u  m ade to  p repare legislation for 
such a divestiture and im plem entation  step* taken.

The FRA h u  shown som e urgency m getting the  
transfer legislation in troduced  and passed. T h u  
urgency results from  a reduction  o f  em ployees in th e  
Federal Railroad A d m in u tra tio n , u  well u  desire to  
c u t the  capital fund request o f th e  Alaska R ailroad. 
FR A 's schedule calls fo r p au in g  th e  legislation th u  
fiscal year. T he legislation proposes th a t th r  S ta ir  
o f  Alaska m eat t h t  transfer co nd itions w ith in  one 
y ear o f  enactm ent o f th a  legislation. T h a  d ra ft 
legislation also provides fo r  transferring  th a  Alaska 
Railroad to  o th er in u ie s te d  parties should th a  S u u  
o f  Alaska n o t m eet th e  co n d itions fo r  tran sfer w ith in  
th is  tim e period.

T he pro p o n d  legislation fu r th e r  em bodies a 
nu m b er o f  diaciirtionary ‘strings'* a ttach ed  to  the  
transfer which v o tild  triable th e  federal governm ent 
to  e tuur* th a t  the  S u u  o f  Alaska ow n and operate  
th e  Alaska Railroad in a m anner com m ensurate  with 
FR A 's preconceived ideas. Fsilu ra  by th e  s u u  to 
conform  U  the  provisions o f  th e  A ct w ould be 
p o u n d s  fo r th e  FRA to  reclaim  th e  railroad w ithin a 
10 -y tar penod . T he ra tionale  fo r th e  continuing

federal in u re s t  in th e  Alaaka Railroad is predicated 
upon  th e  o ffer o f s  n o -con  transfer to the s u u .

In m m m ary , there  are num eroui problem s 
•eeocinted with th e  transfer of the A lu k t  R ailroid 
from  federal to s u u  ownership. Federal transfer 
legislation will likely be passed by Congress oefore 
these problem s have been resolved. The U.S. D epcn- 
m en t o f T ransporta tion  h u  n o t d eu rm m ed  the land, 
th e  structures, the  right-of-way, nor equipm ent to  oe 
Included in th e  transfer. Arrangem ents h ive no t yet 
been m ade to provide for an orden> transfer o f m e 
em ployees from federal agency su tu s . There is no 
organisational fram ew ork e su b lu h ed  wnhin Alasxa 
to  accept th e  ow nership, operation , o r em ployees 
o f  th e  railroad. The FRA u  anxious to relinqutsn 
ow nership, operation , em ployee, and funding respon­
sibilities o f the  A lu k a  Railroad. T h u  couid p o ten ­
tially  result m postponem en t o f m ajor ARR opera­
tional decisions. Such postponem ent could jeopardise 
th e  sm ooth long-range operation o f m e rauroad and 
perhaps result in lost traffic—an event no t in the  best 
in u re s t  o f  A lu k a . In addition, the em ployees are left 
in a s u u  o f “ lim bo ,”  no t knowing for whom th e y _ 
will work, if they  will have a job. how m e transitic  
will occur from  federal em ploym ent, o r wnat napp- 
to  th e  b en efiu  received ss a federal em ployee. T. 
em ployees lack inform ation , and m any o f  their 
questions canno t be sa iufsetonJy  answered a t this 
tim e.

S u u  legislation will probably be required to 
accep t the transfer o f th e  A lu k a  Railroad. The s u te .  
however, h u  m ade no decu ion  on the transfer 
question  o r on the organisational structure  required  
to  own an d /o r operate  m e railroad. The cu rren t 
railroad aaseu, obligations, and liaoilm es have not 
clearly been defined, which leaves the  s u te  wun 
inadequate in form ation  on m e snort- snd long- 
U rm  financial and o th er requirem ents accompanying 
th e  proposed transfer.

The railroad needs to continue ooeration  w ith ­
o u t diaruption , since d isrup tion  would d e trim en u lly  
affect the  s ta te 's  econom y and econom ic develop­
m ent. And th u  would com e when econom ic activity 

. ia quickly  in cn a tin g  .
These are som e o f  the m ore im p o ru n t transi­

tional problem s. U nfortunate ly , these proolem s have 
n o t y e t received th e  a tten tio n  needed to  determ ine 
their full im plications. T im e snd additional efforts are 
required to  provide th e  A lu k a  decuion-m axers w un 
th e  in fo rm ation  necessary to act in the best interest 
o f  th e  s u u .  T he com plexities and ex ten t of these 
transitional problem s are likely to result in lees, 
actions and c o u rt adjudication. A transitional b n d ir  
is needed to f a c t l iu u  m e sm ooth transfer o f tr.r 
A laska R ailroad from  the federal government.
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A/i Orderly Trastsrtion
Even if  w e w u n i  th a t aatizfactory federal 

legislation can b e  d ra fted  and p a tted  by C o n g m t fo r 
the  tram fe r  o f  th e  Alaaka R ailroad from  fed era] to  
sta te  o w n tjih ip , there  will rem ain  a  significant 
p en o d  fo r  tn n a it io n . A long w ith  land, em ployee, 
com petition , an d  various ob liga tion  problem  a. th e  
■ so o th  tn ru d rio n  to  r ta te  ow naralup and o p era tio n  i t  
a  m oat perplexing problem . H ow  th e  tn n a itio n  ia 
handled will have e ith e r a  positive o r ad v en e  im ­
pact—long term  aa well u  abort te r m - o n  th a  railroad 
and ita o p e n tio n a  a* well aa on  th e  S ta te  o f  Alaaka.

Durin< th ia  tran n tio n a l p e n o d , certa in  needa 
D u i t  be m et if th e  railroad ia to  fulfill ita im p o rtan t 
and apecial tran sp o rta tio n  fu n c tio n  in Alaaka. Tbeae 
include th e  need to :

•  C on tinue  th e  freigh t and passenger operation  
o f  th e  A laaka R ailroad.

e  Preserve aa m any p o ten tia l operational and 
organ izational a lternatives fo r th e  t u t e  
aa poaaible.

•  Provide ad eq u a te  legal p ro tec tio n  fo r th e  
A laaka R ailroad th ro u g h o u t th e  transi­
tio n a l p en o d .

•  Provide in terim  p ro tec tio n  and transitional 
aaaiitance fo r the  em ployees o f th e  Alaska 
R ailroad.

•  Provide ad eq u a te  tim e fo r adjudicating  the  
legal Um w  which have been  raised by the

tran sfer question , such u  land title , equip­
m en t and railroad p ro p erty , employee rights 
and benefits; «ru l in g  or pending court cases, 
ra ilroad  agreem ents, contracts, and obli- 
p o o r s .

•  E stablish an orderly process and procedure 
fo r  solving problem s wruch have been identi­
fied o r w hich m ay anae dunng the  transition.

•  Provide th e  tim e req u u ed  for the i u u  adm in­
istration  and the legislature to  consider the 
issues, to  seek solutions to problem s, and to 
deliberate carefully  on  the  im plications of 
each proposed sta te  legislative bill w ithou t 
being faced w ith a stringent schedule and 
a a ia ia-type  atm osphere.

Given th e  general m ood o f  th e  R eagm  A dm inis­
tra tio n  and th e  Congress to reduce federal ex p en d ­
iture* and th e  federal perception  o f  great Alaskan 
w ealth , it ia quite  possible that Alaaka Railroad tran s­
fe r legislation will be paaaed -his year. The S u te  o f 
A laska will probably be faced with th e  need fo r a 
package o f legislation which sets the to n e  and organ i­
zational fram ew ork fo r atate o w n e n h i; of '-he ra ii i  
road  if Congress passes transfer legislation. U n d e "  
these  circum stances, there is a genuine need to  
provide fo r an orderly  transition  from federal to  t u t e  
ow nership. S uffic ien t time m ust be allowed to  work 
o u t th e  m yriad  transitional problem s.
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I H A V E  I N T R O D U C E D  H B  485 -» A N  A C T  A M E N D I N G  P R O V I S I O N S  

R E L A T I N G  T O  A  S O L I C I T A T I O N  F O R  O F F E R S  T O  P U R C H A S E  O R  O P E R A T E  

T H E  A L A S K A  R A I L R O A D  A N D  P R O V I D I N G  F O R  A N  E F F E C T I V E  D A T E "  T O  

C L A R I F Y  S O M E  Q U E S T I O N S  R E G A R D I N G  T H E  A L A S K A  R A I L R O A D  

C O R P O R A T I O N  ACT.

O N  J U L Y  6, 1984, S C S  C S H B  512 (FIN) W A S  S I G N E D  I N T O  LAW. T H I S  

A C T  E S T A B L I S H E D  T H E  A L A S K A  R A I L R O A D  C O R P O R A T I O N  T O  M A N A G E  A N D  

O P E R A T E  T H E  A L A S K A  R A I L R O A D .  T H E  C O R P O R A T I O N  O F F I C I A L L Y  T O O K  

O V E R  T H I S  R E S P O N S I B I L I T Y  O N  J A N U A R Y  6, 1985, O N E  D A Y  A F T E R  T H E  

A L A S K A  R A I L R O A D  W A S  T R A N S F E R E D  T O  S T A T E  O W N E R S H I P .

T H E  S T A T E  O F  A L A S K A  P U R C H A S E D  T H E  A L A S K A  R A I L R O A D  F O R  $ 2 2 . 3 

M I L L I O N .  A N  A D D I T I O N A L  $ 1 0.9 M I L L I O N  W A S  A P P R O P R I A T E D  BY T H E  

L E G I S L A T U R E  F O R  O P E R A T I N G  A N D  C A P I T A L  E X P E N S E S .  T H I S  V A L U E  

W A S  D E R I V E D  BY D E T E R M I N I N G :

A. T H E  P R E S E N T  V A L U E  O F  T H E  R A I L R O A D ' S  N O N  O P E R A T I N G  R E A L  

E S T A T E ,  T H I S  W A S  V A L U E D  A T  $ 4 7.8 M I L L I O N

B. T H E  P R E S E N T  V A L U E  O F  C O N T I N U I N G  R A I L  O P E R A T I O N S  B E Y O N D  T E N  

Y E A R S  I N  P E R P E T U I T Y  ( I N C L U D I N G  S T A R T  U P  COSTS)

T H I S  W A S  D E T E R M I N E D  T O  BE A  N E G A T I V E  V A L U E  O F  

$ 2 5 . 5  M I L L I O N .



Q U E S T I O N S  C O N C E R N I N G  T H E  R E V E R S I O N  C L A U S E S  B O T H  I N  T H E  S T A T E  

A N D  F E D E R A L  A C T  O F T E N  A R I S E .

S E C T I O N  610 (a) T I T L E  6 O F  T H E  F E D E R A L  A L A S K A  T R A N S F E R  A C T  

S T A T E S :

I F  W I T H I N  T E N  Y E A R S  A F T E R  T H E  D A T E  O F  T R A N S F E R  T O  T H E  S T A T E  

A N Y  O R  A L L  O F  T H E  R E A L  P R O P E R T Y  T R A N S F E R R E D  T O  T H E  S T A T E  IS 

C O N V E R T E D  T O  A  U S E  T H A T  W O U L D  P R E V E N T  T H E  S T A T E  O W N E D  R A I L R O A D  

F R O M  C O N T I N U I N G  T O  O P E R A T E ,  T H A T  R E A L  P R O P E R T Y  I N C L U D I N G  

P E R M A N E N T  I M P R O V E M E N T S  T O  T H E  P R O P E R T Y  S H A L L  R E V E R T  T O  T H E  

U N I T E D  S T A T E S  G O V E R N M E N T ,  OR, T H E  S T A T E  S H A L L  P A Y  T O  T H E  

U N I T E D  S T A T E S  G O V E R N M E N T  A N  A M O U N T  D E T E R M I N E D  T O  B E  T H E  F A I R  

M A R K E T  V A L U E  O F  T H A T  P R O P E R T Y  A T  T H E  T I M E  O F  C O N V E R S I O N .

I F  W I T H I N  5 Y E A R S  A F T E R  T H E  D A T E  O F  T R A N S F E R  T H E  S T A T E  S E L L S  

O R  T R A N S F E R S  A L L  O R  S U B S T A N T I A L L Y  A L L  S T A T E  O W N E D  R A I L R O A D  T O  

A N  E N T I T Y  O T H E R  T H A N  A N  I N S T R U M E N T A L I T Y  O F  T H E  ST A T E ,  T H E  

P R O C E E D S  F R O M  T H E  S A L E  O R  T R A N S F E R  T H A T  E X C E E D  T H E  C O S T  O F  A N Y  

R E H A B I L I T A T I O N  A N D  I M P R O V E M E N T S  M A D E  BY  T H E  S T A T E  A N D  A N Y  N E T  

L I A B I L I T I E S  I N C U R R E D  BY T H E  STATE, S H A L L  B E  P A I D  I N T O  T H E  

G E N E R A L  F U N D  O F  T H E  T R E A S U R Y  OF  T H E  U N I T E D  S T A T E S .

S E C T I O N  610 - T H E  F E D E R A L  R E V E R S I O N  C L A U S E S  A L S O  P R O V I D E S  F O R  

R E V E R S I O N  R E Q U I R E M E N T S  I F  T H E  S T A T E  D I S C O N T I N U E S  U S E  O F  R I G H T  

O F  W A Y  LAND, O R  L A N D  W H I C H  L I E S  W I T H I N  T H E  B O U N D A R I E S  O F  

D E N A L I  N A T I O N A L  P A R K  O R  T H E  C H U G G A C H  N A T I O N  F O P E S T  B O U N D A R I E S .



T H E S E  A R E  T H E  F E D E R A L  R E V E R S I O N  R E Q U I R E M E N T S .  T H E  A L A S K A  

R A I L R O A D  C O R P O R A T I O N  A C T  SEC. 4 2 . 4 0 . 2 6 0  (B) S T A T E S :  E V E R Y

F I V E  Y E A R S  T H E  A N N U A L  R E P O R T  O F  T H E  A L A S K A  R A I L R O A D  

C O R P O R A T I O N  S H A L L  I N C L U D E  A N  A N A L Y S I S  O F  P O T E N T I A L  S A L E  

A R R A N G E M E N T S  W H E R E B Y  T H E  C O R P O R A T I O N  M A Y  BE T R A N S F E R R E D  I N T O  

P R I V A T E  O W N E R S H I P .  T H E  A N A L Y S I S  S H A L L  I N C L U D E D  D O C U M E N T A T I O N  

O F  A T  L E A S T  T H R E E  O F F E R S  T O  S E L L  T H E  C O R P O R A T I O N  I N I T I A T E D  BY 

T H E  C O R P O R A T I O N  D U R I N G  T H E  L A S T  F I V E  YEARS.

C O M M I T T E E  S U B S T I T U E  H O U S E  B I L L  485 ( T R A N S P O R T A T I O N )  D E L E T E S  

T H E  R E Q U I R E M E N T  F O R  T H E  A N A L Y S I S  T O  I N C L U D E  D O C U M E N T A T I O N  O F  

A T  L E A S T  T H R E E  O F F E R S  T O  S E L L  T H E  C O R P O R A T I O N .  R A I L R O A D  

M A N A G E M E N T  H A S  S T A T E D  S E V E R A L  C O R P O R A T I O N S  H A V E  E X P R E S S E D  A N  

I N T E R E S T  IN  P U R C H A S I N G  T H E  A L A S K A  R A I L R O A D .  T O  DATE, N O  

F O R M A L  R E Q U E S T  F O R  P R O P O S A L S  H A V E  B E E N  R E Q U E S T E D  B Y  T H E  

C O R P O R A T I O N .  BY  D E L E T I N G  T H E  R E Q U I R E M E N T  T O  D O C U M E N T  A T  L E A S T  

T H R E E  O F F E R S  T O  S E L L  T H E  C O R P O R A T I O N ,  W E  A R E  O P E N  T O  C O N S I D E R  

A L L  O F F E R S .  I N  O R D E R  T O  D E T E R M I N E  W H E T H E R  O R  N O T  W E  W O U L D  

C O N S I D E R  C E R T A I N  O F F E R S ,  W E  N E E D  T O  K N O W  W H A T  S O R T  O F  O F F E R S  

A R E  O U T  T H E R E .  M A N Y  T I M E S  I N  N E G O T I A T I N G  S U C H  S A L E S  W E  L I M I T  

O U R S E L V E S  T O  A  N A R R O W  C R I T E R I A  W E  F E E L  W E  N E E D  T O  M E E T .  

I N S T E A D ,  T H I S  W O U L D  A L L O W  U S  T O  V I R T U A L L Y  SAY, " B R I N G  A L L  

O F F E R S  Y O U  H A V E  R E C E I V E D  IN  T H E  L A S T  F I V E  Y E A R S  T O  U S  F O R  

C O N S I D E R A T I O N " .  W H I L E  O N E  P A R T I C U L A R  O F F E R  M A Y  N O T  M E E T  S O M E  

O F  T H E  N A R R O W  C R I T E R I A  W E  I N I T I A L L Y  T H O U G H T  W A S  N E C E S S A R Y ,  IT 

M A Y  O F F E R  U S  S E V E R A L  O T H E R  V A L U A B L E  A L T E R N A T I V E S  W E  H A D  N O T  

C O N S I D E R E D .



A S  T H E  A L A S K A  R A I L R O A D  IS A  V A L U A B L E  I N - S T A T E  T R A N S P O R T A T I O N  

M O D E ,  W E  N E E D  T O  N O T  O N L Y  L O O K  A T  T H E  " B O T T O M  L I N E "  B U T  W E  

M U S T  A L S O  L O O K  A T  I N  S T A T E  T R A N S P O R T A T I O N  N E E D S  A N D  

A L T E R N A T I V E S .  W E  M U S T  C O N S I D E R  I F  A N Y  P R O P O S E D  S A L E  IS T R U L Y  

I N  T H E  S T A T E ' S  B E S T  I N T E R E S T  O V E R A L L .  T O  D O  T H I S  W E  N E E D  TO  

E V A L U A T E  A N Y  A N D  A L L  O F F E R S ,  A N D  W E I G H  T H E  A D V A N T A G E S  A N D  

D I S A D V A N T A G E S  I N  A L L  A R E A S .

H O U S E  B I L L  4 8 5  P R O V I D E S  U S  T H I S  O P P O R T U N I T Y .  T H E  O R I G I N A L  

T R A N S F E R  A C T  R E Q U I R E S  A N  A N A L Y S I S  F O R  P O T E N T I A L  S A L E  

A R R A N G E M E N T S  T O  BE  C O N S I D E R E D  W I T H I N  5 Y E A R S  O F  T H E  T R A N S F E R  

DATE. H O U S E  B I L L  485 E S S E N T I A L L Y  B R O A D E N S  T H E  L A N G U A G E  T O  

A L L O W  U S  T O  C O N S I D E R  A L L  O F F E R S  R E C E I V E D  W I T H I N  T H E  F I V E  Y E A R  

P E R IOD.

I F E E L  T H I S  W I L L  E N A B L E  U S  TO  P R O P E R L Y  E V A L U A T E  P O T E N T I A L  S A L E  

O F F E R S  I N  A L L  A R E A S  A N D  T H U S  M A K E  A  D E I C I S I O N  T H A T  IS I N  T H E  

S T A T E ' S  B E S T  T R A N S P O R T A T I O N  A N D  F I N A N C I A L  I N T E R E S T S

T H A N K  Y O U  F O R  L I S T E N I N G .  I U R G E  Y O U R  S U P P O R T  O F  H B  485.



P R O P O S A L  TO S E L L  A K  R A IL R O A D
(A) ASSET  APPRAISAL ?< INVENTORY

1-Land
2-Equi pment
3 - F a c i 1 i ti es
4-Other Assets

(B) C O S T ING A N A L Y S I S  BY TYPE OF S E R V I C E S

1-Frei ght
2-Coal (local ?< export)
3-Gravel
4 -Petroleum
5-F'i pe
6 - TOFC-COFC
7 -Int erline
B-Passenger (Anch.- F a i r b a n k s ,W h i t t i e r ,S eward S< Charters)

(C) DET AILED M A R K E T I N G  PLAN

1-Frei ght
2-Passe nger
3-Real Estate
4-Other

(D) LO NG-R A N G E  P R O F I T A B I L I T Y  ANALYSIS

1-Pro-Forma Financ i a l s
2-Real Estate Potential

(E) MODELS FOR F I N A N C I N G  PURHASE

1— Hiring o-f an Invistment Banker

(F) D E T E R M I N A T I O N  OF L I Q U I D A T I O N  VALUE

(G) D E VE LOP R E P L A C E M E N T  COST DATA

1-Land
2-Equi pment
3 - F a c i 1 i ti es

(H) R I S K  MANAGEME NT ANALYSIS

(I) STATUS OF TITLE TRANSFER

1-Outstanding Issues ( Federal Transfer Act )
2 - N a tive Claims

<J> A N A LYSIS OF LEGAL CLAIMS



(K) A N A LYSIS OF LABOR C O N T R A C T S

1-Impact of Federal Transfer Act
2 - Retireme nt B e n i f i t s  (Federal ?< Corporation)
3-What kind of e m p l o y e e  protection

(L) D E T E R M I N E  TYPE OF SALE (ANALYSIS)

1-Whole
2-Part
3-Comb i nat i on

(M) DETER M I N E  S T R U C T U R E  OF SALE (ANALYSIS)

1-Lease
2-Lease / Purchase
3 -0utright P u r c h a s e
4-What S e r vices To Be Retained

(N) I DENTIFICATI ON OF P R O S P E C T I V E  BUYERS

P R E P A R E D  F O R  H O U S E  T R A N S PORT ATION COMMI T T E E

H.B.4S5

2 - 2 4 — SS / G . D.VA LINSKE
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F O R  A L L  M E M B E R S  ON T H E  H O U S E

F A C T  S H E E T  - B E T T E  C A T O  *

H O U S E  B I L L  NO. 485

An  A c t  A m e n d i n g  P r o v i s i o n s  R e l a t i n g  to a S o l i c i t a t i o n  for 
O f f e r s  To P u r c h a s e  or  O p e r a t e  t h e  A l a s k a  R a i l r o a d ;  and 
P r o v i d i n g  for A n  E f f e c t i v e  Date.

1. W H A T  T H I S  B I L L  DOES.

H B  485 d e l e t e s  t h e  s e c o n d  s e n t e n c e  o f  AS 4 2 . 4 0 . 2 6 0  (b) 
w h i c h  is p a r t  o f  t h e  1984 A l a s k a  R a i l r o a d  C o r p o r a t i o n  A c t  
( " A R C A " ) . A l t h o u g h  e v e r y  f i v e  y e a r s  t h e  A l a s k a  R a i l r o a d  
C o r p o r a t i o n ' s  ( " A R R C " ) a n n u a l  r e p o r t  w o u l d  c o n t i n u e  to 
a n a l y z e  p o t e n t i a l  s a l e s  a r r a n g e m e n t s  to p r i v a t e  o w n e r s ,  it 
w o u l d  not be  r e q u i r e d  t o  d o c u m e n t  at l e a s t  t h r e e  o f f e r s  to 
sell its a s s e t s  d u r i n g  t h e  same p e r i o d  o f  time. T h i s  
p r o v i s i o n  o f  t h e  c u r r e n t  l a w  w o u l d  be r e p e a l e d .

2. IS T H I S  L E G I S L A T I O N  R E A L L Y  N E C E S S A R Y ?

Yes. W h e n  the S t a t e  p u r c h a s e d  t h e  A l a s k a  R a i l r o a d  in 
J a n u a r y ,  1985, i t  a g r e e d  to m a n y  sa l e  t e r m s .  T h o s e  t e r m s  
i n c l u d e d  a p r o v i s i o n  in t h e  f e d e r a l  A l a s k a  R a i l r o a d  T r a n s f e r  
A c t  ("ARTA") w h i c h  r e q u i r e s  t h e  S t a t e  t o  t u r n  o v e r  a n y  
p r o f i t s  o f  a s u b s e q u e n t  sa l e  to t h e  U n i t e d  S t a t e s ,  if t h e  
s a l e  o c c u r s  w i t h i n  t h e  f i r s t  five y e a r s  o f  S t a t e  o w n e r s h i p .  
T h i s  p e r i o d  e n d s  on  J a n u a r y  5, 1990. D e s p i t e  t h i s  o n e r o u s  
p e n a l t y ,  S t a t e  l a w  p r e s e n t l y  r e q u i r e s  A R R C  to m a k e  a t t e m p t s  
to  sell a l l  o r  p a r t  o f  i t s  a s s e t s  d u r i n g  t h e  s a m e  p e r i o d  of  
time! S i n c e  it is e x t r e m e l y  u n l i k e l y  t h a t  the l e g i s l a t u r e  
w o u l d  a p p r o v e  a n  e a r l y  s a l e  u n d e r  t h e s e  c i r c u m s t a n c e s ,  the 
h u g e  a n d  p r o b a b l y  u n n e c e s s a r y  c o s t  r e l a t e d  to r e s e a r c h i n g ,  
p r e p a r i n g ,  s o l i c i t i n g ,  a n d  n e g o t i a t i n g  m e a n i n g f u l  sale 
a r r a n g e m e n t s  s h o u l d  b e  a v o i d e d  b y  r e p e a l i n g  t h i s  p o r t i o n  of 
A S  4 2 . 4 0 . 2 6 0  (b).

3. W I L L  T H I S  M O D I F I C A T I O N  P R E V E N T  S A L E  O F  T H E  R A I L R O A D  OR  
D I S C O U R A G E  A C T I V E  S O L I C I T A T I O N  A N D  C O N S I D E R A T I O N  OF S A L E S  
P O S S I B I L I T I E S ?

No. A R C A ' s  s e c t i o n  940 w i l l  r e m a i n  u n c h a n g e d .  It 
p e r m i t s  the g o v e r n o r  to s e l l  o r  l e a s e  t h e  A l a s k a  R a i l r o a d  
u n d e r  c e r t a i n  c o n d i t i o n s  a t  a n y  t ime. A  s a l e  m u s t  be 
a p p r o v e d  by  the l e g i s l a t u r e .  In a d d i t i o n ,  t h e  m o d i f i c a t i o n  
w i l l  n o t  e l i m i n a t e  t h e  l e g i s l a t u r e ' s  o r i g i n a l  d e s i r e  t h a t  
A R R C  p u r s u e  a d i s p o s a l  o f  its a s s e t s .  E v e r y  five years, the 
c o r p o r a t i o n  w i l l  c o n t i n u e  to a n a l y z e  t r a n s f e r  o p p o r t u n i t i e s  
for the l e g i s l a t u r e ' s  c o n s i d e r a t i o n .
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4. IS A  M O D I F I C A T I O N  W H I C H  S I M P L Y  E X T E N D S  T H E  T I M E  P E R I O D  
F O R  S O L I C I T A T I O N  OF  S A L E S  O F F E R S  A  M O R E  A T T R A C T I V E  
A L T E R N A T I V E ?

No. A l t h o u g h  t h e  A R T A  e a r l y  s a l e s  p e n a l t y  c a n  
c e r t a i n l y  be a v o i d e d  b y  e x t e n d i n g  t h e  f i r s t  d e a d l i n e  for 
s o l i c i t a t i o n  o f  s a l e s  o f f e r s  b y  A R R C  b e y o n d  J a n u a r y ,  1990, 
t o t a l  r e p e a l  o f  t h e  " t h r e e  o f f e r s "  r e q u i r e m e n t  is p r e f e r a b l e  
to c o n t i n u i n g  a n  a r t i f i c i a l  a n d  w a s t e f u l  s t i m u l u s  to s a l e s  
e f f o r t s .  I n s t e a d ,  p o t e n t i a l  s a l e s  a r r a n g e m e n t s  s h o u l d  be 
i n i t i a t e d  b y  m a r k e t  o p p o r t u n i t i e s  a n d  S t a t e  n e e d s .  S a l e s  
p r o f i t s  s h o u l d  n o t  b e  n e e d l e s s l y  d i m i n i s h e d  b y  h u g e  c o s t s  
r e l a t e d  t o  p r e m a t u r e  s a l e s  p r e p a r a t i o n s .  A d d i t i o n a l l y ,  in 
the i n t e r e s t  o f  e c o n o m y ,  e f f i c i e n c y ,  and f a i r n e s s  to t h o s e  
i n v o l v e d ,  o n l y  t h o s e  o f f e r s  w h i c h  w i l l  c l e a r l y  s e r v e  S t a t e  
n e e d s  a n d  f u l f i l l  its e x p e c t a t i o n s  s h o u l d  b e  s o l i c i t e d .  
U n l e s s  HB  485 is p a s s e d ,  t h e  r a i l r o a d  w i l l  b e  r e q u i r e d  to 
m e c h a n i c a l l y  s o l i c i t  d i s p o s a l  o f f e r s  b e f o r e  t h e  S t a t e  has 
h a d  an o p p o r t u n i t y  to c o n s i d e r  w h a t  l o n g - t e r m  r a i l r o a d  
o p e r a t i o n s  a n d  o p e r a t i o n a l  a l t e r n a t i v e s  w i l l  b e s t  s e r v e  its 
needs. D i r e c t i o n  m u s t  b e  p r o v i d e d  to  t h o s e  i n v o l v e d  in t h e  
d i s p o s a l  p r o c e s s  e x p l a i n i n g  h o w  the r a i l r o a d  w i l l  b e  
o p e r a t e d  a n d  u n d e r  w h a t  t e r m s  a n d  c o n d i t i o n s  it w i l l  b e  
sold. M u c h  t i m e ,  m o n e y ,  a n d  e f f o r t  w i l l  b e  e x p e n d e d  in  the 
i n v e n t o r y  and e v a l u a t i o n  o f  r a i l r o a d  a s s e t s  a n d  o p e r a t i o n s ,  
a n a l y s i s  o f  p r o f i t a b i l i t y  p r o j e c t i o n s ,  s e l e c t i o n  o f  s ales 
a l t e r n a t i v e s  a n d  t e r m s ,  i d e n t i f i c a t i o n  o f  a c c e p t a b l e  b u y e r s  
and t h e i r  q u a l i f i c a t i o n s ,  a n d  n e g o t i a t i o n  o f  o p e r a t i n g  
r e s t r a i n t s  a n d  c o n d i t i o n s .
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O  H  
W 

H  Pn
z c  There is a concern among the public and the law enforcement community
w w  that vehicles with deeply tinted windows will inhibit the operator's
a  vision and thus impair his/her ability to safely operate the vehicle.

h o  Further, law enforcement officers are concerned about approaching

os h  motor vehicles when they can not clearly see the operator from outside
<* ̂  of the vehicle.

p* m  

w S3
q p.. This well intentioned bill addresses a serious concern of the law

enforcement community in Alaska. Unfortunately, difficulties are 
anticipated with the wording used in this legislation. Specifically 
Sec. 28.35.165(b)(1), (c)(1), and (c)(2). Without a clear, reasonable 
and sophisticated testing procedure, the percentage of light 

uwuu transmission capacity and luminous reflectance could not be adequately
ttttttn1 identified and thus the proposed statute would be unable to withstand
m  a court challenge.

*wAm
nttntt Other states have been attempting to deal with the concerns that are
W m t  being addressed by this legislation. Resolution is unclear at this
ttt, time. Problems exist related to achieving a balance between officer

ntrrm safety, privacy of citizens, and interference with interstate
commerce. It is suggested that a thorough review be performed by the 

nttntt Department of Law relative to the complicated legal issues involved.

tnuttt 
m t t n t  

t n i n n  

txxxxtxx 

tttuttt

' - n  (U fc  c
Arthur English, r4ommTssioner

ai t it it tt
Department of Public Safety
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M E M O R A N D U M  

M a r c h  9, 1988

TO: Rep. B e t t e  Cato, yChair,
H o u s e  C o m m i t t e e  orr T r a n s p o r t a t i o n

FROM: Rep. J o h n  S u n d J l 3

RE: H o u s e  B i l l  511

T h i s  b i l l  w a s  i n t r o d u c e d  a t  t h e  r e q u e s t  o f  a m e m b e r  of  t h e  
K e t c h i k a n  P o l i c e  D e p a r t m e n t  as a s a f e t y  m e a s u r e .  (See 
a t t a c h e d  l e t t e r  f r o m  C o r p o r a l .  J a m e s  J a n k e . )

T h e  b i l l  w o u l d  a d d  a n e w  s e c t i o n  to  A S  2 8 . 3 5  ( M o t o r  V e h i c l e s  
- M i s c e l l a n e o u s  O f f e n s e s , )  t o  p r o h i b i t  o p e r a t i n g  a m o t o r  
v e h i c l e  w i t h  w i n d s h i e l d s  o r  w i n d o w s  t h a t  o b s t r u c t  t h e  
d r i v e r ' s  c l e a r  v iew.

I h a v e  a t t a c h e d  a n  a m e n d m e n t  w h i c h  w o u l d  s e t  t h e  p e n a l t y  at 
a n  i n f r a c t i o n ,  ( n o n - c r i m i n a l ,  m a x i m u m  f i n e  $ 3 0 0 . - ) ;  if n o 
p e n a l t y  is s p e c i f i e d ,  t h e  o f f e n s e  w o u l d  b e c o m e  a C l a s s  B 
M i s d e m e a n o r  (90 m a x i m u m  jail; $ 1 0 0 0  m a x i m u m  f i n e ) .

T h i s  l e g i s l a t i o n  w o u l d  c o n t r i b u t e  t o  m o t o r  v e h i c l e  s a f e t y  in 
t h r e e  w a ys. First, it w o u l d  p r o h i b i t  o p e r a t i o n  w i t h  
w i n d s h i e l d s  t h a t  o b s t r u c t  a d r i v e r ' s  v i e w  in a m a n n e r  t h a t  
i n t e r f e r e s  w i t h  s a f e  o p e r a t i o n .  Second, it w o u l d  p r o t e c t  t h e  
p o l i c e  o f f i c e r  s t e p p i n g  a v e h i c l e  b y  a l l o w i n g  h i m  o r  h e r  t o  
s e e  i n s i d e  t h e  v e h i c l e  a n d  sp o t  p o t e n t i a l  t r o u b l e .  Th i r d ,  as 
O f f i c e r  J e n k e  p o i n t s  out, it w i l l  a l l o w  a p e d e s t r i a n  t o  t e l l  
if t h e  a p p r o a c h i n g  d r i v e r  is a l e r t  t o  h i s  o r  h e r  p r e s e n c e .

1



F e b ruary 6, 1988

T h e  H o n o r a b l e  J o h n  S u n d  
A l a s k a  L e g i s l a t u r e  
P.O. B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  Mr. Sund,

I a m  w r i t i n g  t h i s  l e t t e r  to y o u  r e g a r d i n g  a m a t t e r  I 
fe e l  is of  g r a v e  i m p o r t a n c e  to m e  a n d  m y  f e l l o w  P o l i c e  
O f f i c e r s .  A s  y o u  k now, John, I a m  a P o l i c e  O f f i c e r  w i t h  
thei C i t y  of  K e t c h i k a n  a n d  h a v e  b e e n  f o r  t h e  p a s t  e i g h t  y e a r s .  
In r e c e n t  y e a r s ,  I h a v e  n o t i c e d  m o r e  a n d  m o r e  v e h i c l e s  
b e i n g  d r i v e n  o n  o u r  s t r e e t s  a n d  h i g h w a y s  w i t h  all o r  m o s t  
o f  t h e i r  w i n d o w s  t i n t e d .  T h e  d e n s i t y  of  the t i n t  v a r i e s  
f r o m  s l i g h t  to c o m p l e t e l y  dark.

M y  p r i m a r y  c o n c e r n  d e a l s  w i t h  the v e h i c l e s  t h a t  d o  
n o t  a l l o w  o n e  to see i n s i d e  t h e  v e h i c l e ,  d u e  to t h e  tint.
A s  a P o l i c e  O f f i c e r ,  m y  l i f e  d e p e n d s  o n  m y  a b i l i t y  to v i e w  
w h a t  is g o i n g  o n  i n s i d e  o f  a v e h i c l e  s h o u l d  I h a v e  to m a k e  
c o n t a c t  w i t h  t h e  o c c u p a n t s .  S h o u l d  I h a v e  o c c a s i o n  to 
s t o p  a d r i v e r  for s u s p e c t e d  D r i v i n g  W h i l e  I n t o x i c a t e d ,  I 
m u s t  k n o w  t h a t  the o c c u p a n t s  in  t h e  v e h i c l e  h a v e  n o t  e x­
c h a n g e d  d r i v e r s .  T h e  d i s a d v a n t a g e s  o f  a P o l i c e  O f f i c e r  
n o t  b e i n g  a b l e  to v i e w  w h a t  is g o i n g  on  i n s i d e  a v e h i c l e
w h i l e  it is o n  o u r  s t r e e t s  a n d  h i g h w a y s  are e n d l e s s ,  a n d
o b v i o u s .

W h i l e  d e s c r i b i n g  m y  d i s m a y  o f  th i s  p r o b l e m  t o  a c o n­
c e r n e d  c i t i z e n  o n e  day, s h e  p o i n t e d  o u t  to m e  t h a t  s h e  a l s o  
h a s  a m a j o r  c o n c e r n  a b o u t  t h i s  p r o b l e m .  She w e n t  o n  to t e l l
m e  t h a t  she r e f u s e s  t o  c r o s s  a s t r e e t  w h e n  a v e h i c l e  is
p a s s i n g  b y  her, w h e n  s h e  c a n n o t  see the d r i v e r .  S h e  s t a t e d  
t h a t  is s h e  c a n ' t  see t h e  d r i v e r ,  h o w  d o e s  she k n o w  h e  
c a n  see h e r ?

M y  o w n  p e r s o n a l  v e h i c l e  h a s  f a c t o r y  t i n t e d  gl a s s ,  b u t  
it is n o t  so d a r k  t h a t  y o u  c a n n o t  see e v e r y t h i n g  i n s ide, 
this i n c l u d e s  in t h e  d a r k  o f  ni g h t .  L i k e  I m e n t i o n e d  
e a r l i e r ,  m y  m a j o r  c o n c e r n  is v e h i c l e s  w i t h  t h e  " m i r r o r "  
o r  "one w a y "  t i n t e d  w i n d o w s .

I t e l e p h o n e d  y o u r  o f f i c e  e a r l i e r  t h i s  w e e k  a b o u t  th i s 
m a t t e r  a n d  t a l k e d  to a v e r y  h e l p f u l  J o h n  H a r t l e .  I i n f o r m e d  
h i m  at t h a t  t i m e  t h a t  I t h o u g h t  C a l i f o r n i a  h a s  a l a w  in 
e f f e c t  r e g a r d i n g  t h e  " t i n t e d  w i n d o w "  issue. He  a d v i s e d  
m e  t h a t  y o u r  s t a f f  w o u l d  r e s e a r c h  this i s s u e  a n d  b y  t h e  t i m e  
y o u  r e c e i v e  t h i s  l e t t e r ,  t h e y  s h o u l d  h a v e  s o m e  m o r e  i n f o r m a­
t i o n  for y o u  o n  t h i s  m a t t e r .



H o n o r a b l e  J o h n  S u n d  
A l a s k a  L e g i s l a t u r e  
F e b r u a r y  6, 1988 
P a g e  T w o

Mr. Sund, I w o u l d  a p p r e c i a t e  y o u r  t i m e  a n d  e f f o r t  
o n  th i s  m a t t e r ,  a n d  h o p e  t h a t  i t  c a n  be  r e s o l v e d  in a 
t i m e l y  m a n n e r .  I b e l i e v e  t h a t  t h i s  is a m a t t e r  o f  g r a v e  
c o n c e r n  to o t h e r  P o l i c e  O f f i c e r s  in o u r  s t a t e  a n d  t h a t  
t h e y  fe e l  the s a m e  w a y  I do.

In a n t i c i p a t i o n ,  t h a n k  y o u  f o r  y o u r  help.

R e s p e c t f u l l y ,  f

Q*wG yfaJiL-
Cpl. Jamesi/C. J a n k e  
K e t c h i k a n  P o l i c e  D e p a r t m e n t  
361 M a i n  S t r e e t  
K e t c h i k a n ,  A l a s k a  9 9 9 0 1  
(907) 2 2 5 - 6 6 3 1

H o m e  a d d r e s s :
3760 F a i r v i e w  A v e n u e  
K e t c h i k a n ,  A l a s k a  9 9 9 0 1  
(907) 2 2 5 - 6 3 2 6



A M E N D M E N T

O f f e r e d  in the HOUSE By Sund

TO: HB 511

Page 2, after line 3:

Insert a n e w  sub sec t i o n  to read:

"(d) A  p e r s o n  w h o  v i o l a t e s  this s e c t i o n  is g u i l t y  of an i n f r a c­

tion."

- 1 - 3/15/88
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Air fare wars 
to continue 
this summer
But won’t apply to Alaska
By BILL MENEZES
The Assooaied Press

NEW YORK — Several m ajor a irlines said 
Monday they would extend the ir lowest d is­
count fares through the  end of summer, but 
the tickets would be more expensive and carry 
more restrictions than the cut-rate fares un­
veiled earlier this year.

The lower fares w ill not apply to travel 
between Alaska and the Lower 48, a  local 
travel agency spokesman said.

" I t 's  fair to say th a t in the current pricing 
environment that the relatively high fares 
between Anchorage and the Lower 48 help~ 
offset losses from fare w ars in th e Lower 4B?r  
said Scott McMurrcn or ta s y  i  rJVSl.

Also Monday. Continental A irlines said it 
had asked the Department of Transportation 
to require U.S. airlines to routinely disclose 
service information such as on-time perfor­
mance. complaints about lost luggage, and the 
time it takes for answers on telephone reser­
vation lines.

C ontinen tal and E aste rn  A irlin es, bo th  
units ol Texas Air Corp., said they would 
continue offering  the  special " H a x sa v e r"  
fares previously slated to end May 20.

Those non-refundable fares, which were 
matched by o ther m ajor airlines when in tro ­
duced in la te  January, are  discounted as much 
as 80 percent from regular fares and are less 
than the supersaver fares th a t previously 
were the industry 's lowest.

Northwest Airlines said it  would m atch the 
discount fare extension. U nited and Delta and 
American representatives said th e ir  compa­
nies were studying the fare announcements.

Industry analysts said they expected the 
m ajor airlines to follow the  move, noting the 
summer fares would be higher to reflect the 
peak travel season and the  advance purchase 
requirem ents would be slightly  greater.

“Those are two positives," said Louis Mar- 
ckesano, of Janney Montgomery Scott Inc. in 
P ittsburgh. "We were hoping they would 
modify pricing upward and or increase the 
minimum stay  involved."

Thomas G. P laskett. C ontinental's presi­
dent, told a news conference the Maxsaver. 
fares had proven "extrem ely popular," and 
some 3 m illion passengers had bought the 
fares since Feb.l.

The fares good through May 10 — intended 
to.fill seats th a t otherwise would go em pty on 
many flights — could be purchased at any 
time up until two days before the. flight. 
Passengers changing or canceling th e ir  reser­
vations forfeited the entire ticket price.

The summer fares trill cost more than the 
earlier Maxsavers and the advance purchase 
requirement was stretched to seven days. 
They also require a Saturday night stayover 
and a roundtrip purchase.

The summer Maxsavers are priced from 838 
to $278 roundtrip, compared with a range of 
$38 to $198 roundtrip before May 20. A 
Maxsaver flight from New York to Los A n­
geles, for example, would be $129 one-way 
this summer, compared w ith $89 each way 
before May 20.

Continental also said it was trim m ing the 
advance purchase restriction on its regular 
supersavers to seven days from 30 days, while 
reducing the cancellation penalty  to 25 percent 
from 50 percent.



New logo suggested <***, 
for Alaska Airlines >̂ V>v/3/> e-

• .r.ip -,1.,. • * 2 . / /  2 " /  5 ^Dear Editor:
While watching television last 

night I saw a commercial on one of 
the Seattle TV stations for Alaska 
Airlines. This ad was for roundtrip 
airfare to San Diego -  2,100 air 
miles, plus two nights' hotel accom­
modations for a  total of $267. The 
cheapest roundtrip airfare from Ju ­
neau to Seattle, 1,818 air miles, is 
$340 and includes nothing extra.

Seeing this commercial brought 
to mind the Great Logo Crisis of 
Alaska Airlines that has been in the 
news so much during the past few 
weeks. My suggestion is h  get rid of 
the Eskimo and replace nim with a 
picture of Jesse Jam es -  gun, mask 
and all. This would better represent 
the highway robbery we all face buy­
ing an airline ticket in Southeast 
Alaska.

Thank you,
Daan Nordanaon 
Auka Bay
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Lower fares would / fa i /g y  
create happy faces
Dear Editor:

I think concerns are being mis­
placed about Alaska Airlines’ adver­
tising symbol. While this issue has 
been capturing headlines and legisla­
tors’ attention, Juneauites continue 
pi.ying air fares that are  among the 
highest in the country.

I ’m currently planning a trip to 
Boston. The round-trip air fare for 
the approximately 900 miles from Ju ­
neau to Seattle is $340.60. The round­
trip fare for the approximately 3,000 
miles from Seattle to Boston is $238. 
I ’ve lived in Juneau for 14 years and 
I've yet to talk to anyone who hasn’t 
shared my ill feelings about air fares 
from Juneau. I really cannot believe 
that costs here justify fares two or 
three times greater per mile than 
typical Lower 48 fares. I ’d a t least 
feel a lot better about paying higher

a ir  fares from Juneau if those fares 
could be justified and that justifica­
tion be publicized with the sam e vig­
or as the recent logo switch.

I do have empathy for the airline 
business here in that I don’t think it’s 
reasonable to expect healthy compe­
tition in such a confined market. I 
believe it would be good for the pub­
lic and the airline industry if an ap­
propriately sanctioned monopoly 
could be granted to one airline to 
serve all of Southeast Alaska. I’m 
thinking of this in similar term s of 
the monopolies that utility compa­
nies now operate under. In the case 
of a ir service we would have the op­
portunity to nationally solicit bids to 
obtain the best service for the best 
price over a specified time.

In this manner, the public would 
benefit from expanded competition 
and the winning airline would be as­
sured the highest possible volume to 
allow the lowest possible cost per 
passenger mile. This would bring air 
fares down and I suspect Juneau 
would see more tourists while the 
state and private sector would save 
on travel costs.

I appreciate having the opportuni­
ty to share my views and I encour­
age others to share their opinions 
about this. I think we need everyone 
to work honestly together on this so 
we will all be winners and fly with a 
happy face.

Sincerely,
Mark J . Miller 
Douglas
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Alaska jitafe ^legislature 

jpCouse cf ^Representatives
4007  BRENTW OOD CIRCLE 
ANCHORAGE. ALASKA 99502 
(907 ) 240-7574

WHILE IN JUNE*U  
BOX V
JUNEAU . ALASKA 99811 
(907 ) 465-4939

REPRESENTATIVE
ALYCE HANLEY 

DISTRICT 9, SEAT B

MEMBER 
HEALTH. EDUCATION AND 

SOC IAL SERV ICES COMMITTEE
REGULATION REVIEW  COMMITTEE

F e b r uary 16, 1988

M E M O R A N D U M

TO: All Ho use M e m b e r s

FROM: R e p r e s e n t a t i v e  A l y c e  Hanle

SUBJECT: R e s o l u t i o n  r e l a t i n g  to the cost of air travel and to
compet i t i o n  in the airline industry; and a bill 
relating to u n f a i r  trade practices of air carriers and 
ticket a g e n t s .

I have p r e p a r e d  for i n t r o d u c t i o n  this m o r n i n g  the attached H o u s e  
R e s o l u t i o n  and Bill c o n c e r n i n g  the h i g h  cost of airline travel 
n o t  only w i t h i n  the State of A l a s k a  but to and fr om Alaska.
A  similar r e s o l u t i o n  was i ntroduced  during the 14th L egisl ature 
and the cost of c o mmercial p a s s enger fares continues to increase. 
In addition I have also introduc ed a bill to add a n e w  section to 
Title 2 called U n f a i r  Trade Practices. This section outlines who 
can file complaints and adds penalties for p a r t i c i p a t i n g  in 
restri c t i o n  of compet i t i o n  in air commerce.

I w o u l d  w e l c o m e  y o u r  c o - s p o n s o r s h i p  of this r e s o l u t i o n .  If  y o u  
h a v e  a n y  q u e s t i o n s  p l e a s e  do n o t  h e s i t a t e  to c o n t a c t  m y  o f f ice.

Attachments 2
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IN THE HOUSE BY  HANLEY

:1 HOUSE RESOLUTION NO. / 2 ^

IN THE LEGISLATURE OF THE STATE OF ALASKA 

■; FIFTEENTH LEGISLATURE - SECOND SESSION

Relating to the cost of air travel and 

to competition in the airline industry. 

BE IT RESOLVED BY THE HOUSE OF REPRESENTATIVES:

WHEREAS airline travel is an essential means of transportation for the 

l! people of the state; and

WHEREAS the competitive market forces in man y  other states have caused 

a decline in commercial passenger air fares; and

WHEREAS there are no competitive forces in the state to cause a sig­

nificant decline in commercial air fares; and

WHEREAS commercial passenger air fares are higher today and continue 

!! to escalate upward; and

WHEREAS the cost of air travel in the state has become prohibitively 

expensive in many rural areas; and

WHEREAS passengers traveling to and from Alaska p a y  a significantly 

'' higher fare per air mile than passengers traveling between other states; 

and

WHEREAS the commercial air carriers appear to be engaging in setting 

mutually beneficial fare rates that restrict a free and open competitive 

market;

BE IT RESOLVED that the House of Representatives urges the Governor, 

the Attorney General, and the commissioner of  transportation and public 

facilities to investigate and report to the legislature any barriers to an 

open and competitive airline industry and pursue every avenue that will 

reduce the cost of airline travel for passengers traveling to and from the 

State of Alaska.
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IN THE HOUSE BY HANLEY

HOUSE BILL NO.

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION 

A BILL

For an Act entitled: "An Act relating to unfair trade practices of air

carriers and ticket agents."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 02 is amended by adding a new chapter to read:

CHAPTER 07. AIR COMMERCE TRADE PRACTICES.

Sec. 02.07.010. UNFAIR TRADE PRACTICES. (a) The department, 

upon its own initiative or upon complaint by an air carrier, ticket
I

agent, or a member of the public, shall investigate and determine i 

whether an air carrier or ticket agent has been or is engaged in 

unfair or deceptive practices or unfair methods of competition in air 

commerce or the sale of air commerce.

(b) If the department finds, after notice and opportunity fori
!

hearing, that the air carrier or ticket agent is engaged in unfair or j 

deceptive practices or unfair methods of competition, it shall order I 

the air carrier or ticket agent to cease and desist from those p r a c­

tices or methods of competition.

(c) The department may enforce this section and adopt procedural 

regulations necessary to implement this section.

(d) In addition to other penalties and remedies provided by law,

a person who violates a provision of this section is subject to a ! 

civil penalty not to exceed $100,000 for each violation.

(e) In this section

(1) "air carrier" means a person engaged in air commerce, : 

directi’- or indirectly, by lease, contract, or other arrangement, and!



Th e  D e p a r t m e n t  s u p p o r t s  the g o a l s  of this b i l l  w h i c h  we as s u m e  to 
be a c o n c e r n  for red uc i ng , i n s o f a r  as p r a c t i c a b l e ,  the c os ts for 
a i r tr av e l  w i t h i n  the S ta te  of A la s k a .  H o w e v e r ,  th er e is scmc- 
q u e s t i o n  as to h o w i n v ol ve d the S t a t e  s h o u l d  g e t  in p r i v a t e  
i n d u s t r y  d e c i s i o n s  in a d e r e g u l a t e d  e n v i r o n m e n t .

Th e  D O T & P F  has u n d e r t a k e n  a c u r s o r y  r e v i e w  of air fares for one 
a i r l i n e  only. T h i s  p a p e r  (at tached) i n d i c a t e s  that for one ai r 
c a r r i e r  s e r v i n g  in and out of A l a s k a ,  the per  m i l e  fare is h i g h e r  
for r o u t e s  w i t h i n  the State. In e v a l u a t i n g  this i n f o r m a t i o n ,  
h o w e v e r ,  it is c r u c i a l  to c o n s i d e r  the d i f f e r e n t  c h a r a c t e r i s t i c s  
of the i n d i v i d u a l  ro ut es  i n v ol ve d ( t r a ff ic  loads, s t a g i n g  leng th,  
c o m p e t i t i o n ,  etc.)

P a r t  of this a n a l y s i s  a l s o  c o m p a r e d  c o st s for i n - S t a t e  routes 
w i t h  c o s t s  for ro ut e s  of c o m p a r a b l e  l en g t h  in the l o w er  43 
sta te s. In g e n e r a l ,  it a p p e a r e d  that the i n - S t a t e  ro ut es w e r e  
q u i t e  c o m p a r a b l e  and, in some  cases, lo wer than  the l ow er  43 
r o u t e s  of c o m p a r a b l e  length.

T h i s  i n f o r m a t i o n  is v e r y  c u r s o r y  and c a n n o t  be v i e w e d  as 
c o n c l u s i v e ,  bu t it do es  in di ca te  that if th ere is u n f a i r  p r i c i n g  
w i t h i n  the St a te , it wi l l l i k e l y  be v e r y  d i f f i c u l t  to prove.

Th e  D O T S P F  w i l l  a d m i n i s t e r  the s t u d y  s u g g e s t e d  in HC R  36 if the 
L e g i s l a t u r e  d e e m s  it a d v i s a b l e .  A d e s c r i p t i o n  of the s t u d y  is 
s h o w n  on the a c c o m p a n y i n g  fiscal note.
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I . INTRflUUCTIQM

This paper conducts two analyses o f aim- fares. The firs^ is a 
comparison of Alaska Airlines' (ASA's) air fares over thr^e 
types of routes:

(1) routes between points in Alaska,

(2) routes between points in Alaska and points in the 

Lower 45 States, and s-i:r...
(3) routes between points in the Lower a? States. X.''

The Intent is to determine how ASA's air fares in Alaska conoare 
to their air fares in the Lower 4,°. States. For ease of comparison 

anti data collection, only coach and SuperSaver fares of ASA have 
been used.

The second analysis is a c o m  pa ri si on of several cf ASA's air fares 

and air fares of other airlines for trips of comparable lenoth 
in the Lower 4.3 states. The intent 0 * this analysis is to 

determine how ASA's air fares compare to fares of other airlines.
Only coach fares have been compared, again for ease cf comparison 
and data collection.

H . ALASKA AIHLIdE?* FARES; Within A la ska, Alaska to Lower a?
S ta tes , and  T i t h i n  the L o w e r  an Sta te s

Table 1 compares averane ASA fares for three types of routes 1n 
Alaska and the Lower 45 States.

TAHLE 1 
ASA's

AVERAGE COACH AKD SUPERSAVEP 
FARES/HILE

ASA's A S A ’s ASA's
Routes Coach Feres/Fiile SunerSaver Fares/Mile

Within Alaska S.30

Alaska to Lower rt? .21
Hi thin the Lower 45 .22



The Table shows that fares for travel within Alaska far exceed 
other fares. There may be a variety of explanation? for tK is. 

higher labor and operation costs and shorter st.aon lenctns 

(flight distances) for ASA routes within Alaska compared to 
the Lower 4o States could be one cause n f the differential.

In addition, traffic densities 3 nd load factors are likplv 
to be lower in Alaska. The low traffic in Alaska also results 

in fewer carriers competing with ASA compared to the relatively 

stiff competition for heavier traveled routes bet.veer A1 a ska ■ 
and the Lower 48 States and between points in the Lower 45 

States.

Table 1 also shows that ASA's fares for travel between Alaska 

and the Lower 46 States are comparable to tneir fares for travel:- - 
within tne Lower 43 States. Some fares are higher than others, • 
but or: the average, they are comparable. •• • .••.. .--'V..X

Actual fares for travel between points in Alaska, are shown- ! n-’ 
Table A-I in the Appendix. Only fares fron Anchorage to out­

lying communities were used because ASA routes to the outlying 
communities originate in Anchoraqe. For example, to fly. Fair-' 
banks to Deadhorse would require a flight fro:* Fairbanks to 
Anchorage and another flight from Anchoraqe to Deadhorse.

Fares range from the niohest fare/nile for service to Cordova 

which has low traffic, a short stage length and only air taxi 
competition, to the lowest fare in the Anchorage to Fairbanks 
market which has higher traffic, heavier loads, and greater 
competition. It shoul d be noted that fares to nennts 1n 

Southeast Alaska are as much as three cents/mile less than 
the average fares for other routes within Alaska. These 
tares may be slightly artificially low duo to---sub-sid4.e-s—  
provided through the Essential Air Service (E4S-)— n̂ ô or-ar?.,---

Actual fares for travel between. Alaska and the Lower 45 

States are shown in Table A— 11 1n the Appendix. Fares have 
oeen sno./n from Ancnorage, Fairbanks, and Juneau because most 
routes originate from these points. Coach and SuoerSever 
faros from Anchoraoe average about one cent/mile less than 
fares from Fairbanks and Junpau. The highest fares/nile are 

for routes to Seattle and Portland while the lowest fares/mile 
arc for the longer routes to Phoenix and Tucson.

Actual fares for travel between points in the Lower 49 States 
are snowr. i ri Table A-III. Fares have been shown for travel 
from Seattle and Portland since most of the ASA routes in the 

Lower 45 States arrive or depart from these cities.



III. AIR FARES, ALASKA AIRLINES - OTHER AIRLINES

This analysis compares air 
to faros of other airlines 

the Lower 48 States. Only 
of ASA's routes entirely 
exani ned.

raros tor several of A S A 1 r. routes 

for routes of comparable lenotb. in 
coach faros are compared and nonr 
within the Lower 4r States were.

Tabic II summarizes the results of this conoari sc-n. Thi

table shows that, except for routes fron Fairbanks to Seattle
a n d A n c h o r a g e  to 
c h e a p e r  pe r  w i l e  
a i r l i n e s .

Deadhorse, ASA's flights were consistently 

than routes of comparable length by other

This data has limitations in that only 5 or 6 Lower 40 routes 
were used for each comparison. In addition, in the case of 

comparisons of routes within Alaska to routes In the Lower 
48 States, in some instances the aircraft flown ir. the Lower 

4G are different from aircraft fl own ir. Alaska. Furthermore, 
many routes within Alaska utilize 737 aircraft eouipned for 
cargo and passenger loads. In general, however, it appears 
that ASA's fares are generally lower than fares of other 

airlines ir. the Lower 4£ for routes of conoarable lenpth.

COMPARISON OF ASA's
TABLE I! 
FARES TO OTHER AIRLINES' FARES

Other Airlines' 
Average Coach 
Fare/"ile for

Routes o 
L eneth

ASA's Aonrex imato AS?'s Coach Lower 48 P
Route Stage Lencth Fa re/’̂i 1 e Co'insrabl e

Ancho rag e-Sea ttlc 1450 niles 5.?2 S. 74
Fsirnar.k s-Sea ttl c 1550 niles .25 .??
J uneau-Seattle one .25 . 2 2
Ketcnikan-Seattl e 650 OT• L / .35

Anchorage-uearihorse 627 .38 .35
Ancho rage-Petersburg f,77 . 2 0 .3 A
Anchorago-Si tkn 592 . 2 0 .35

Ancho rage-v,'r a no el 1 7 on .27 .3*
Ancnorano-Bethel 500 .25 .42
Anchorage-Fa irbank s 500 .21 .42
Ancliorage-Romo 530 . 37 .42
Ancho rage-hotzebue 54ft 7r.0 w T. .42

The Lower 4t< States routes used to compare to Alaska Airlines 

fares are shown in Tables A-1V-AIX.



I V .  C O N C L U S IO N S

The data presented in this naper suggests throe conclusions, 
cased on c. fare per mile comparison.

(1) ASA's a m  farps for crave! wi thi n A1aska are sub stantiall v 
higher than its fares for travel to and within the Lower 43 

States. Higher labor and operations costs in Alaska and 
lower stage lengths and load factors may be the primary 
reasons for the higher fares for travel in Alaska.

(2) ASA's air fares for travel from Alaska to the Lover 4r* 

States are, on the average, comparable to ASA's fares for 
travel within the Lover 45 States.

(3) ASA's fares for travel within Alaska and fron Alaska 
to the Lov/er 48 States are usually lower than fares of other 

airlines for routes of comparable length in the Lower 48- 
States.

TH/ sg



S T A T E M E N T
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L A R R Y  M E R C U L I E F F  

CS F O R  H O U S E  C O N C U R R E N T  R E S O L U T I O N  36 

H O U S E  F I N A N C E  C O M M I T T E E

M a r c h  27, 1986

Mr. C h a i r m a n ,  M e m b e r s  o f  t h e  C o m m i t t e e ,  m y  n a m e  is L a r r y  

M e r c u l i e f f ,  r e p r e s e n t i n g  t h e  C i t y  o f  St. P a u l  and the St. P a u l  

T r u s t .  M y  p r i m a r y  t a s k ,  as an e c o n o m i c  d e v e l o p m e n t  a d v i s o r  

for t h e  C i t y  a n d  t h e  T r u s t ,  is t o  s e e k  m e a n s  b y  w h i c h  the c o m m u n­

ity  o f  St. P a u l  c a n  be e c o n o m i c a l l y  s e l f - s u f f i c i e n t  b e f o r e  

T r u s t  f u n d s  (which s u p p o r t  c r i t i c a l  i s l a n d  services) are d e­

ple t e d .  I a l s o  s e r v e  as c h a i r m a n  o f  the W e s t e r n  A l a s k a  F i s h e r y

L o a n  B o a r d  o f  C E D C  w h i c h  a d m i n i s t e r s  a m i l l i o n  d o l l a r s  o f  r e­

v o l v i n g  l o a n  f u nds to s u p p o r t  d e v e l o p i n g  s m a l l  bo a t  f i s h e r i e s  

in w e s t e r n  A l a s k a .

I w i s h  to s p e a k  in s u p p o r t  o f  t h e  c o m m i t t e e  s u b s t i t u t e  

fo r  H C R  36. A s  y o u  all k n ow, m a r i n e  a n d  a i r  t r a n s p o r t a t i o n  

to r u r a l  A l a s k a  is e x t r e m e l y  i m p o r t a n t  for g o o d  e c o n o m i c  d e v e l o p­

men t .  In t h e  w e s t  c o a s t  o f  A l a s k a ,  t h e  p r i m a r y  m e a n s  b y  w h i c h  

t h e  c o m m u n i t i e s  c a n  d e v e l o p  m e a n i n g f u l  e n t r e  into t h e  B e r i n g  

S e a  f i s h e r i e s  is by  t r a n s p o r t i n g  p r o d u c t  by air to t h e  m a r k e t s .

In d e v e l o p i n g  c o a s t a l  f i s h e r i e s ,  w e  h a v e  a c h i c k e n  o r  e g g  s y n d r o m e .  

E f f i c i e n t ,  l o w - c o s t  m a r i n e  t r a n s p o r t a t i o n  c a n n o t  f i n a n c i a l l y  

j u s t i f y  s t o p - o v e r  in a c o m m u n i t y  w i t h  low v o l u m e s  of fish p r o d u c t



to t r a n s p o r t .  By  the s a m e  to k e n ,  d e v e l o p i n g  f i s h e r i e s  c o m m u n i t i e s  

c a n n o t  d e v e l o p  t h e i r  fu l l  p o t e n t i a l  u n t i l  l o w - c o s t  a n d  e f f i c i e n t  

m a r i n e  t r a n s p o r t a t i o n  is a v a i l a b l e  and l o c a l  c o l d  s t o r a g e  f a c i l i t i e s  

are a v a i l a b l e .  T h i s  r e q u i r e s ,  i n i t i a l l y ,  t h a t  s u c h  c o m m u n i t i e s  

t r a n s p o r t  p r o d u c t  b y  air. O b v i o u s l y ,  t h e  m o r e  c o s t - e f f i c i e n t  

t h e  air t r a n s p o r t a t i o n ,  t h e  m o r e  c o m p e t i t i v e  s u c h  c o m m u n i t i e s  

w i l l  be in t h e  v a r i o u s  f i s h  m a r k e t s ,  a n d  t h u s ,  t h e  m o r e  l i k e l y  

the d e v e l o p i n g  f i s h e r i e s  w i l l  expand.

N e e d l e s s  t o  say, a i r  t r a n s p o r t a t i o n  c o s t s  f o r  p a s s e n g e r s  

and c a r g o  to  a n d  f r o m  r u r a l  c o m m u n i t i e s  is c o s t l y ,  a f f e c t i n g  

e v e r y  a s p e c t  o f  c o m m u n i t y  e c o n o m i c  d e v e l o p m e n t .  I b e l i e v e  

t h e  S t a t e  o f  A l a s k a  n e e d s  to o b t a i n  a c l e a r  p i c t u r e  o f  t h e s e  

c o s t s  a n d  t h e  f a c t o r s  w h i c h  a f f e c t  t h e m  in o r d e r  to b e g i n  a d d r e s s­

ing the d e v e l o p m e n t  o f  i n t e g r a t e d  a n d  c o m p r e h e n s i v e  p l a n s  w h i c h  

a c h i e v e  t h e  g o a l  o f  l o w e r i n g  a i r  a n d  m a r i n e  t r a n s p o r t  c o s t s  

in r u r a l  A l a s k a .  F o r  e x a m p l e ,  o n e  f a c t o r  a f f e c t i n g  a i r  t r a n s p o r t  

c o s t  is t h e  m e t h o d  o f  t e n d e r i n g  the m a i l  to t h e  a i r l i n e s  b y  

the U.S. P o s t  O f f i c e .  S h o u l d  t h e  U.S. P o s t  O f f i c e  c o n s i d e r  

c h a n g i n g  t h e i r  p r e s e n t  p o l i c i e s  (of w h a t  is c a l l e d  e q u i t a b l e  

t e n d e r  o f  m a i l ) to e l i m i n a t e  c e r t a i n  c a t e g o r i e s  o f  a i r  c a r r i e r s  

or  s o m e h o w  m a k e  s u c h  c a t e g o r i e s  less c o m p e t i t i v e  in t h e i r  t e n d e r­

ing  p o l i c i e s ,  m a n y  r u r a l  c o m m u n i t i e s  m a y  r e c e i v e  less s e r v i c e  

o r  e x p e r i e n c e  h i g h e r  c o s t s ,  o r  both, due to a l e s s e n i n g  of 

c o m p e t i t i o n .  W e  u n d e r s t a n d  t h a t  at least o n e  s p e c i a l  i n t e r e s t  

g r o u p  is s e e k i n g  just s u c h  p o l i c y  c h a n g e s  w i t h i n  the U.S. P o s t

-  2 -



O f f i c e .  T h e  p o i n t  is, t h e  m o r e  a w a r e  w e  a r e  o f  m a j o r  f a c t o r s  

a f f e c t i n g  a i r  t r a n s p o r t  c o s t s ,  the m o r e  a b l e  w e  are to d i r e c t  

e f f o r t s  to c o n t r o l  s u c h  f a c t o r s  - a n d / o r  to d e v e l o p  p l a n s  to 

l o w e r  c o s t s .  C e r t a i n l y  w e  c a n n o t  m a k e  any i m p a c t s  o n  c o s t s  

w i t h o u t  r e l i a b l e  i n f o r m a t i o n .  We b e l i e v e  t h a t  t h e  s t u d i e s  

and a n a l y s e s  p r o p o s e d  by C S  for H C R  36 is a g o o d  s t e p  in the 

r i g h t  direction..

T h a n k  you.

I

- 3 -



TO: HOUSE T R A N S P O R T A T I O N  CO MMITTEE

REPS*

AND

FROM

CATO, DAVIS, SHULTZ, HERRMANN, FURNACE, P I G N A L B E R I , 
MARRQU

REP HERRMANN

LAMAR C O T T E N / C I T Y  OF SAND POINT, BOX 177, SAND POINT 
AK, 99661, 383-2696

SUBJECT: HCR 36, INTRASTATE A I R L I N E  INDUSTRY

CITY OF SAND POINT S U P P O R T  THE E F F O R T S  OF REP* HERRMANN  AND 
OTHERS TO ANALYZE AND D E T E R M I N E  THE HIGH COST OF INTRA STATE 
TRANSPOR TATION AND R E C O MM END THAT THE T RANS P O R T A T I O N  COMMI TTEE 
INVESTIGATE THIS MATTER.

w *

TO: HOUSE T R A N S P O R T A T I O N  CO MMITTEE

REPS* CATO, DAVIS, SHULTZ, HERRMANN, FURNACE, PIGNALBERI,

MARROU
*

AND REP* HERRMANN

FROM: LAMAR C O T T E N / C I T Y  OF KING COVE, KING COVE, AK 99612

V
SUBJECT: HCR 36, INTRASTATE AIRLIN E INDUSTRY

CITY OF KING COVE SUPPORT THE E F FORTS  OF REP* HERRMANN AND OTHERS 
TO ANALYZE AND DETERM INE THE HIGH COST OF INTRA STATE 
TRANSPORTATI ON AND R E C O M M E N D  THAT THE T R A N S P O R T A T I O N  COMMITTEE 

INVESTIGATE THIS MATTER *



X X X X X X X X X X X X X X X X i * X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X

* DELIVER TO: JROM • x
x x
x x
x ORIGINAL x
x SENT: 01/28/36 TIME: 15:46 X

x FROM: DOROTHY LARSON x
x SUBJECT: HCR36 POM x
x PRINT DATE: 01/28/86 TIME: 15:47 x
x x
xxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxx

TO: HOUSE TRANSPORTATION COMMITTEE
REPRESENTATIVE CATO, CHAIR
REPRESENTATIVES DAVIS, FURNACE, HERRMANN, MARROU, 
PIGNALBERI AND SHULTZ

REPRESENTATIVES WALLIS AND THOMPSON

SENATOR ZHAROFF, ALASKA STATE SENATE

FROM: CARLOS TENIENTE, BOX 34, ADAK', ALASKA, FPO
SEATTLE 89791

RE: , HCR36, RELATING TO AIRLINE TRAVEL '

URGE YOUR POSITIVE CONSIDERATION AND PASSAGE OF HCR'36. AIRLINE
TRAVEL IS AN AREA OF GREAT CONCERN TO THOSE OF US IN THE RURAL
AREAS AND THOSE WHOSE PRIAMRY MODE OF TRAVEL IS BY AIR CARRIER
AND QUITE COSTLY* THANK YOU*



X  X
* DELIVER TO: JPOM ' , #
x x
x x
x ORIGINAL / *
* SENT: 01/28/86 TIME: 15:01 fs X
x FROM: DOROTHY LARSON W  *
* SUBJECT: POM - HCR 36 x
x PRINT DATE: 01/28/86 TIME: 15:02 *
x x
X X X X X X X X X X X H X X X X X X X X X X X X X X X X X H K X X X X X X X X X X X X X X X X X H X X X X X X

TO: HOUSE TRANSPORTATION COMMITTEE
REPRESENTATIVES CATO, DAVIS, FURNACE, HERRMANN, 
MARROU, PIGNALBERI, SHULTZ

FROM: IDA APOKEDAK, PRESIDENT, EXECUTIVE COMMITTEE,
BRISTOL BAY AREA HEALTH CORPORATION, DILLINGHAM, 

ALASKA 99576 
PHONE - 842-5201

RE: HCR 36, RELATING TO INTRASTATE AIRLINE TRAVEL

THE EXECUTIVE COMMITTEE OF THE BRISTOL BAY AREA HEALTH 
CORPORATION MET TODAY AND VOTED BY RESOLUTION TO SUPPORT HCR 36 
RELATING TO THE HIGH COST OF AIRLINE TRAVEL IN RURAL AREAS* WE 
HOPE THAT SOMETHING CAN BE DONE TO LOWER AIRFARES* PLEASE PASS 
HCR 36* OTHER MEMBERS OF THE EXECUTIVE BOARD ARE JOHN MARK, 
ANDREW WASSILLIE AND ALVIN BOSKOFSKY*



* *
* DELIV ER TO: JPOM #
*  *
#  #

* O R I G I N A L  *
* S E N T : 01/28/86 TIME: 16:30 *
# FROM: JEAN MILLER a  *
# SUBJECT: POM *
* PRINT DATE: 01/23/86 TIME: 16:53 *
#  #
* * * # # * # * * # * * * * # # * # * * # # * # * # « # * * # * * * * # * * * # * * * * * * * # * * # * • * * #

TO: HOUSE TRANSPORTATIO N COMMITTEE

R EPRES E N T A T I V E S  CATO, DAVIS, SHULTZ, HERRMANN, FURNACE 
P IGNALBERI AND MARROU ^

FROM: DR* LEROY OWENS
SUPERINTENDENT, ALEUTIAN R EGION SCHOOL DISTRICT 
640 WEST 3 6 T H , SUITE 3
ANCHORAGE, AK 99503 PHONE: 562^2924

SUBJECT: HCR 36 - INTRASTATE TRAVEL

THE ALEUTIAN REGION SCHOOL D I S T RICT S U P P O R T S  THE ATTENTION OF HCR 
36 TO I NVESTIGATE THE RATE C H A R G E  - FOR INTRASTATE TRAVEL* RATE 
INCREASES HAVE R ESTRICT ED THE A B I L I T Y  OF RURAL DISTRIC T TO 
OPERATE EFFECTIVELY* SEVERAL RURAL D I S T RIC TS ARE INVOLVED IN AN 
ATTEMPT  TO NEGOTIATE THEIR RATES  FOR REQUIRED DISTRICT TRAVEL. 
THIS E FFORT COULD BE GREATLY AIDED BY PASSAGE OF HCR 36.



#

w DELIVER TO: JPOM

y.
* ORIGINAL
* S E N T :
* FROM:
* SUBJECT:
* PRINT DATE:
*

°\
0 1/28/86 TIME: 16:32 
DOROTHY LARSON 
HCR 36 - POM 
01/28/8 6 TIME: 16:54

*

*
*
*

*
*

*

TO:

SHULTZ

FROM:

RE:

HOUSE TRANS P O R T A T I O N  C OMMITTEE

R E P R E SENT ATIVE CATO, CHAIR, R E P R E S E N T A T I V E S  DAVIS, 
FURNACE, HERRMANN,

MARROU, PIGNALBERI, AND

R E P R E S E N T A T I V E S  WALLIS AND THOMPSON

S OUTHWEST R EGI ON SCHOOLS, DILLINGHAM, A K . 842-5287

HCR 36 - R E L AT ING TO AIRLINi- TRAVEL

THE SOUTHWEST REGION BOARD OF EDUCATION  SUPP ORTS HCR 36 AND 
FURTHER REQUE STS THAT THE L EGISL A T U R E  INVESTIGATE  SOME FORM OF 
SUBSIDY AS CURRENT LY P R A C TICAL WITH STUDENT T R A V E L  ON THE STATE 
FERRY SYSTEM*

AIR TRAVEL IS THE ONLY FORM OF T R A N S P O R T A T I O N  BETWEEN OUR SITES 
OR MAJOR C O M M U N I T I E S  O U T S I D E  OF OUR DISTRICT.

IT MAY BE OF INTEREST TO KNOW THAT THE COST OF A ROUND TRIP 
TICKET TO ANCHORAGE, 300 MILES FROM DILLINGH AM APPROXIMATE S THE 
COST OF A ROUND TRIP TICKET FROM A N C H ORA GE TO SAN FRANCISCO, 
2,018 AIR MILES.

ET" u m m



x DELI VE R TO: JPOM *
#
#
*

*

*
*

* ORIG IN AL
* S E N T :
* FROM:
* SUBJECT:
* PR I NT  DATE:

01/23/86 TIME: 16:42 
DOROTHY LARSON 
HCR 36 - POM 
01/28/86 TIME: 16:54

TO: H OU SE  T R AN SP ORTATION  COM MI TTEE ME MB ERS 
RE PR ES ENTATIVES CATO, CHAIR, R E P R E S E NT A TI VE S  DAVIS, 
FURNACE, HERRMANN,
MARROU, PIGNALBERI, AND SHULTZ 
REPRE SE NT ATIVES W A L L I S  AND THOMPSON

F R O M : NORMAN ANDERSON, BOX 112 NAKNEK, A K . 99633

HCR 36, RELATING TO AIR TRAVEL INTRAS TA T E ■

I WISH TO E X P R E S S  MY VIEWS ON H C R 3 6 * T R A N S P O R T A T I O N  COSTS IN THE 
BRISTOL BAY AREA ARE AT AN ALL TIME HIGH. ALTHOUGH WE ARE 
ENJ OY I NG  A R E D U C E D  FARE P R E S E N T L Y , .THIS IS A T E M P O R A R Y •AND TIM EL Y 
F IX ED  RATE. IN A COUPLE OF WEEKS, WE AGAIN, WILL HAVE TO PAY THE 
INFLATED SC H ED U L E D  RATES WHICH, FIRSTLY MAKES T RAVE L BY SMALL 
CHA RT E R AIRL IN E S MORE ATTRA CT I VE  WHICH IS PLACING  MOR E OF A RISK 
TO TRAVELERS. S MA LL  PLANES A R E  MORE S U S C E P T I B L E  TO THE HARSH 
WEAT H ER  AND T E RR A IN  CONDITIONS BETWEEN THE A N C H O R A G E  AND BRI S TO L  
BAY AREA.

SECONDLY, T R A VE L  BETWEEN A NC HORAGE AND OUR AREA S IS COMPARED TO 
T RAVEL COAST TO COAST OUTSIDE. MANY PEOPLE ARE L I M IT ED  TO TRAVEL 
OU TS I DE  THE M E T RO PO L IT A N AREA B E C AU S E OF THE HIGH COST OF AI RF AR E 
L I M I T I N G  THE A VA I LABIL IT Y AND A C C E S S  TO LESS E X P E N SI V E PR O DU CT S  
FORCING US TO PAY THE HIGH COST LOCALLY. WE ARE A CA PT I VE  
A UD I E N C E  AND AT THE MERCY OF T HE S E AIR PIRATES.

I WOULD LIKE TO FULLY SU PP OR T R E P R E S E N T A T I V E  HERRMANN'S, 
T HO M PS O N ' S  AND WALLIS' LE GI S LA T IO N  FOR LO OKING INTO AIR FARES TO 
R UR A L ALA SK A AREAS. IN CHOOSING TO LIVE IN ISOLATION, WE WER E 
A WA RE  OF THE SACRIFICES. HOWEVER, THE; HIGH AIR FARES ARE NOT 
ONLY AN IN C ON V EN IE N CE  WHICH P R E V E N T S  US FROM TAKING VA C AT IO N  
OU TS I D E OUR AREA, BUT MOST OF US  LEFT FAMILI ES  BEH IN D FROM WH OM  
WE ARE CUT OFF. ALSO, CONSIDER THE COST TO THE STATE  FOR THE SE 
AIR FARES WHEN STATE WORKERS AND WORKERS FROM STATE F U ND E D 
O R G A N I Z A T I O N S  TRAVEL. THE C O S T  IN OUR CO MM UN I TY  ALONE IS 
INCREDIBLE. I WOULD LIKE TO SEE S O ME TH ING P O S I TI V E DONE TO 
INCLUDE US IN THE REST OF THE WORLD.

TO: H OU SE  TR AN SP OR T AT IO N  COMMITTEE
RE PR ESENTATI VE  CATO, CHAIR, R E P R E S E N T A T I V E S  DAVIS 
FURNACE, HERRMANN, MARROU 
PIGNALBERI, SHULTZ

REPRESENTA TI VE S W A L L I S  AND THOMPSON

F R O M : B I L L IE  BENEDICT, B O X  10019, DILLINGHAM, AK

RE:



X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X  
X X

* DE LIVER TL: JPOM * *

X  X
x O RIGIN AL  X
x S E N T : 0 1/28/86  TIME: 16:14 *
x FROM: DO ROTHY L A RS O N *
x SUBJECT: HCR 36 POM x
x PRINT DATE: 0 1/28/86 TIME: 16:40 x
X X
x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x

TO: HOUSE T R A N S P O R T A T I O N  C O M M I T T E E  MEMBE RS
R EP R ES E N T A T I V E S  CATO, CHAIR, R E P R E S E N T A T I V E S  DAVIS, 
FURNACE, HERRMANN, AND MARROU,
PIGNALB ERI AND SHULTZ

R E P R E S E N T A T I V E S  WALL IS  AND T H O MP S ON

SENATOR FRED ZHAROFF, ALASKA  S T A T E  SENATE

FROM: SUE FLENSBURGER, BOX 174, DI LLINGHAM, A K *, 842-2666

RE: H CR 3 6- R E L A T I N G  TO AIRL I NE  TRAVE L

BRISTOL BAY REGION IS A C C E S S I B L F  TO THE REST OF ALASKA BY AIR AND 
WATER ONLY. THE C O M M E R C I A L  A I R L IN E S S E R V I N G  OUR R E GI ON  HAVE 
EX CESSIVE FARES CREATING  AN ECONO MI C HA RD SHIP. AN AUTHORIZED' 
IN VESTIGATION INTO THIS S IT U AT I ON  IS WA RRA N TE D.  A MEANS OF 
AL LEVIATING INSURANCE P R O BL EM S  FOR AIR T A X IS  ALSO D E SE RV ES  
CO NS I DE R AT IO N  AND ATTENTION.



X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X
X  X
* DELI V ER  TO: JPOM X
X  • X
X  • X
X OR IG I NA L  x
x SENT: 01/28/86 TIME: 16:06 S '] X
x FROM: LIOKOD x
x SUBJECT: KODIAK P OM x
x PRINT DATE: 01/2 8/ 86 TIME: 16:32 x
X  . X
x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x x

TO: R E P R E SE NT A TI V ES  CATO, DAVIS, FURNACE, HERRMANN, MARROU,
PIGNALBERI, S HULTZ

FR: NANCY GROSS, M A NA G ER
C I“Y OF UNALASKA 
P.O. BOX 89
UNALASKA, ALASKA 99685 
PH: 581-1251

RE: HCR 36 - INTRA ST ATE AIRLINE TR AV EL

U NALASK A SUPP OR TS  HCR 36. THREE C A R R I E R S  NOW SERVE US AND THE 
TICKETS HAVE GONE UP. WE WOULD. LIKE TO KNOW WHY.



XXX xxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxx
X  X
x DELIVER TO: JPOM *
x • x
X  X
x ORIGINAL x
x SENT: 01/29/86 TIME: 09:38 x
x FROM: DOROTHY LARSON x
x SUBJECT: HCR36-PQM x
x PRINT DATE: 01/29/86 TIME: 09:39 x
x x
xxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxx

TO: HOUSE TRANSPORTATION COMMITTEE MEMBERS

REPRESENTATIVES CATO, CHAIR; DAVIS, FURNACE, 
HERRMANN, MARROU, PIGNALBERI, AND SHULTZ

REPRESENTATIVES WALLIS AND THOMPSON

SENATOR FRED ZHAROFF, ALASKA STATE SENATE

FROM: SHELLEY FARLER, BOX 10018, DILLINGHAM, AK. 99576

RE: HCR36, AIRLINE TRAVEL

PLEASE PASS HCR36 OUT OF YOUR COMMITTEE, AIR FARES ARE EXTREMELY 
HIGH WHEN TRAVELING FROM RURAL ALASKA TO THE LARGER CITIES. STUDY 
SHOULD BE CONDUCTED TO DETERMINE WHY THIS IS SO.

TO: HOUSE TRANSPORTATION COMMITTEE MEMBERS,
REPRESENTATIVES CATO - CHAIR, DAVIS, FURNACE, 
HERRMANN, MARROU, PIGNALBERI, SHULTZ

REPRESENTATIVES WALLIS AND THOMPSON

SENATOR FRED ZHAROFF, ALASKA STATE SENATE

FROM: KEN HARPER, DILLINGHAM, AK. 99576

RE: HCR36 - AIRLINE TRAVEL " •

URGE PASSAGE OF liCR36 TO STUDY THE TARIFFS THAT ARE CHARGED RURAL 
ALASKANS TO TRAVEL. WE PAY HIGH PRICES TO TRAVEL WITHIN THE 
STATE. WHY IS IT CHEAPER TO TRAVEL TO THE LOWER 48 THAN TO 
TRAVEL INTRASTATE?



X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X X
X X

* DELIVER TO: JPOM x
* x
X X*

x ORIGINAL x
* SENT: 01/29/86 TIME: 09:05 X
* FROM: DOROTHY LARSON x
x SUBJECT: HCR36-P0M x
x PRINT DATE: 01/29/86 TIME: 09:08 x
* x
xxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxx

TO: . HOUSE TRANSPORTATION COMMITTEE
REPRESENTATIVES CATO, CHAIR, DAVIS, FURNACE 
HERRMANN, MARROU, PIGNALBERI, SHULTZ 
REPRESENTATIVES WALLIS AND THOMPSON

SENATOR ZHAROFF, ALASKA STATE SENATE

FROM: DAVE FISHER, BOX 10201, DILLINGHAM, 99576

RE: HCR36, AIRLINE TRAVEL

URGE SUPPORT OF HCR 36 CONCERNING INTRASTATE AIRLINE TRAVEL* 
COST OF TRANSPORTATION TO RURAL AREAS IS PROHIBITIVE COMPARED TO 
TRAVEL OUT OF THE STATE* URGE CONSIDERATION THAT THESE AIR FARES 
BE STUDIED.

TO: • HOUSE TRANSPORTATION COMMITTEE MEMBERS
REPRESENTATIVES CATO, CHAIR, DAVIS, FURNACE, 

HERRMANN, MARROU,
PIGNALBERI AND SHULTZ

REPRESENTATIVES WALLIS AND THOMPSON

SENATOR ZHAROFF, ALASKA STATE SENATE

FROM: JOHANNA BOUKER, BOX 241, DILLINGHAM, ALASKA 99576
- PH 842-5433

RE: HCR36-RELATING TO AIRLINE .TRAVEL

IT APPEARS MAJOR STRUCTURAL CHANGES WILL TAKE PLACE AMONG RURAL 
CARRIERS DUE TO DEREGULATION* INSURANCE RATES ARE AT A 
PREMIUM-ONE OF THE CAUSES FOR HIGH FARES. (LOWERING FARES MIGHT 
CONSTITUTE HAZARD TO RURAL TRAVELERS IN CARRIERS ATTEMPT TO SAVE 
ON MAINTENANCE COSTS, ETC..) MAJOR CARRIERS RATES BETWEEN CITIES 
AND BUSH SHOULD BE STUDIED.



#
# D E LI V ER  TO: JPOM *
*  *  

*  . *
* O R IG I N A L  #
* SENT: - 01/29/86  TIME: 09: 1 4 *
* FROM: DOROTHY LAR SO N *
* SUBJECT: H C R 3 6 -P 0 M *
% PRINT DATE: 01/ 2 9/ 8 6 TIME: 09:14 *
* ■ *

A  ..............

TO: HOUSE T R A N S P O R T A T I O N  C OM MI TT EE
R E P R E S EN TA T IV E S CATO,CHAIR, DAVIS, FU RN AC E  
HERRMANN, MARROU, PIGNALBERI, SHU LTZ

REPR ESENTATIVES' W A LL IS  AND THOMPSO N

SENATOR ZHAROFF, ALASKA STATE SENATE
a

FROM: LEE HOTCHKISS, BOX 10201, DILLINGHAM, A K . 99576

RE: H C R 3 6 - R E L A T I N G  TO AI RL IN E TRAVEL

PLEA SE  C ONSI DE R PA SS AGE OF HCR36 TO U N D E RT AK E  A S TU DY  OF .AIR 
FARES TO RURAL ALASKA, WE LIVING OUT HERE KNOW THE AIR FARES 
CHARGED ARE EXTREMEL Y HIGH * WHY IS IT CHEAPER TO GO FROM
A N C H O R A G E  TO THE LOWER 48 THAN IT IS FOR US TO GET TO A N C H O R A G E ?  .

......

TO: HOUSE T R A N S P OR TA T IO N  CO M MITTEE MEMBERS
RE PR E S E N T A T I V E S  CATO, CHAIR, DAVIS, FURNACE, 

HERRMANN, MARROU, PIGNALBERI, S HU L TZ

R EP R ES E N T A T I V E S  WALL IS  AND THOMPSON

SENATOR FRED ZHAROFF, A LASKA  STATE SE NA TE

FROM: MARK LISAC, BOX 2818, DILLINGHAM, A K . 9957 6

RE: H CR 3 6- A I R L I N E  TRAVEL

HOPE THAT YOU WILL CO N S ID E R HCR36 FAVORABLY. AI RL IN E T R AV EL  TO 
RURAL AREAS NEEDS TO BE STUDIED  AND RE ASONS G IV E N FOR THE 
D IS C RE P A N C Y  AND DI FF E R E N C E S  IN AIR TRAVEL FROM URBAN TO R UR AL  
AR EA S VERSUS THE COST OF TRAVEL FROM OUR URBAN C E N T ER S TO LOWER 
48 AND HAWAII.



X X X X X X  X  X X X X X *  X  # * # » # *  X  X X  X  X  X  X  X  X  X  X  X  X'X X  X- X  X  X  X  X  X  X X X  X  X  X  X- X  X- X- X  X- X  
X  x
x DELIVE R TO: JPOM *
x x
X x
x ORI GINAL j • x
x SENT: 02/11/36 TINE: 15:57 *
x FROM: LIODLG x
x SUBJECT: PUBLIC OPINION M E S S AG E  *
x PRINT DATE: 02/11/86 TIME: 15:57 x
x <7 x
X X X X X X X X X X X X X X X X X X X X - X X X X X X X X X X X  X  X  X  X  X  X  X  X  X  X  X  X  X  X  X  X* X  X  X  X  X  X  X  X

TO: HOUSE TR AN SPORTAT IO N C O MM I T T E E  MEMBER:
REPRESEN TA TI VE CATO, CHAIR, R E P R E S E N T A T I V E S  DAVIS
FURNACE, HERRMANN
MARROU, PIGNALBERI, AND SHULTZ

SE NA TO R ZHAROFF

FROM: SHIR L E Y CHAPMAN, P. O. BO X  442, KING S A L M O N , A K .99613
PH 246-44 42

R E . HCR 36: AIRLINE TRAVEL

AIRLIN E RATES ARE SO HIGH MOST PEOP L E IN THE BUSH AREAS  CAN'T 
A I* FOR’*) TMEii *

EON
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Dally News staff and wire services
T he low  T h an k sg iv in g  a ir  fa res being  of­

fered  in  th e  L ow er 48 w ere  ex tended  T uesday  
to  tra v e le rs  from  A nchorage.

W estern A irlin es  announced  T uesday  it  w ill 
o ffe r $158 ro u n d -tr ip  "T u rk ey  fa re s"  from  
A nchorage to  an y w h ere  W estern flies in  the  
co n tin en ta l U n ited  S ta te s .

T rav e l m u st ta k e  p lace  on N ov. 28, 29 and  
30, a n d  .the re tu rn  f l ig h t m u st b eg in  b y  noon 
on Nov. 30, accord ing  to  R achel C a v itt, sales 
m an ag er fo r  W estern  A irlin e s  in  A lask a .

T ickets  a lso  m u st be  p u rch ased  w ith in  th ree  
days o f rese rv in g  th e  se a t an d  th e y  a re  non- 
re fundab le . T he la s t d ay  to  p u rch ase  tick e ts  is 
Nov. 26, C a v itt sa id . .

"T h is  is d e fin ite ly  ju s t  fo r  th e  im pulse  
tra v e le r ,"  sa id  one A nchorage  tra v e l  agent. 
"B u t i t ’s ju s t  ab o u t th e  cost fo r  tw o  peop le  to  
go ou t and  h av e  a  fancy  d in n e r  an d  d r in k s ."

The T u rk e y  fa re  o ffe rs up  to  85 percen t 
sav ings on so m e  of W este rn ’s tic k e ts , C av itt 
said .

W estern  flies to  n u m ero u s W est C oast c ities 
and  o th e r  d es tin a tio n s  across th e  co u n try  
inc lud ing  S a lt L ak e  C ity , B oston , N ew  Y ork , 
W ashington D.C. an d  T exas. ;

The T u rk ey  fa re  is less th a n  h a lf  th e  cost of 
an  u lt im a te  su p e rsa v e r  fa re  to  Los A ngeles, 
w hich now  is  a b o u t $398.

Tw o m ore  a ir lin e s  jo in ed  in  th e  T h an k sg iv ­
in g  fa re  w a r  T uesday , an d  th e  c a rr ie rs  re p o rt­
ed a su rge  of te lep h o n e  q u eries  and  book ings 
fo r  th e  s teep  d iscoun ts th a t  a re  designed  to  fill 
em p ty  h o lid ay  fligh ts .

“ I t 's  b een  v e ry  h eav y . T here  a re  som e 
m ark e ts  se llin g  o u t ra p id ly ,” sa id  L in d a  Jo h n ­
son, spokesw om an  fo r  A m erican  A irlin es . She 
sa id  F lo r id a  ro u tes  w ere  p ra c tic a lly  booked  
fo r th e  60-hour p e rio d  covered  b y  A m erican 's  
offer.

U n ited  A irlin e s  sp o k esm an  C huck N ovak  
sa id  th e  n u m b e r of p h o n e  c i l s  to  its  re se rv a ­
tio n  cen ters w as u p  50 pe rcen t. J im  E w ing , a 
spokesm an  fo r  D elta'' A ir  L ines, sa id : "T he 
vo lum e of ca lls  h as  increased  d ra s tica lly , I ’d 
say  b y  15, 20 p ercen t. We’ve go t to  p u t 
sup erv iso rs  on th e  p h o n es ."

A m erican  w as th e  f irs t  to  o ffe r the  sh a rp ly  
reduced fa res  in  a  M onday  announcem ent 
a im ed  a t  lu rin g  tra v e le rs  w ho o th e rw ise  w ould  
s ta y  hom e d u rin g  T h an k sg iv in g . U n ited  and  
D elta  q u ick ly  fo llow ed w ith  th e ir  ow n p lans,

• and N o rth w est A irlin es  an d  E as te rn  A irlin es  
announced  sa les 24 h o u rs-la te r.

A m erican  an d  E as te rn  a re  o ffering  d is­
counts of up  to  35 percen t on ro u n d -trip s  in  th e  
48 co n tin en ta l s ta te s  from  T h an k sg iv in g  D ay, 
Nov. 28, th ro u g h  noon N ov. 30, w hen  p assen ­
g er tra ff ic  tr a d itio n a lly  is v e ry  lig h t. T h an k s­
g iv ing  eve an d  th e  fo llow ing  S u n d ay  h av e  
been h eav ily  booked  fo r m o n th s.

U n ited  m atched  A m erican 's  o ffe r on ro u tes  
th e y  b o th  fly . U n ited ; A m erican  an d  E aste rn  
r e q u ire  ro u n d - tr ip  b o o k in g s  a n d  p a y m e n t 
w ith in  th r e e -d a y s  of m ak in g  rese rv a tio n s . 
T h e ir sa le  d ead lin e  is Nov. 26 anH *
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For a New Stuyahok pair, it wasn't good day to fly
by Mitch Lipka . 1 * . -,
TtaMnlUr

-After visiting her tick  son In 
an Anchorage hospital, all 
Annie Gumllckpuk w anted to 
do was go home to the Bristol 
Bay village of New Stuyahok. ,

. It all seem ed simple enough" 
and It had been done time and 
tim e before. All they had to do 
w as get on a  plane to Dllllng- ' 
ham , catch  a Bush plane up the 
Nushagak ' R iver and they 
would be home. .

She and about 10 other* 
boarded a  SeAIr flight Monday . 
aften jpoa ' knowing there was 
good w eather In Anchorage and .. 
gocti weather! In Dillingham.

- Bad w eather Is the bane of 
Bush flying — the m ajor varia­
ble people there  m ust leant to 
cope with.

.. Off went the SeAIr flight and 
back It cam e. Mechanical dif­
ficulties, the passengers were 

’ told.
A fter a  plane switch and 

m ore than a  hour m ore on the 
ground, a  second SeAIr flight 
speeded down the runway for 
the 300-mlIe trip. Back It cam e.

Mechanical difficulties, they 
say.

T hat’s when things began to 
get bad. Gumllckpuk and her 
elderly father-in-law, Johnuk 
Gumllckpuk w ere Informed by

the ca rr ie r  with the next flight 
out, A lrPac, that their tickets 
would not be honored.

To m ake the situation still 
worse, Johnuk Gumllckpuk 
speaks only Yuplk, and had to 
s it off to the side not under­
standing what was happening.

It seem s that the $163 
w eekender fare tickets the 
Gumllckpuks had purchased 
m ay only be used on the airline 
:hat Issued them , even If that 
airline can 't get them  where 
they a re  going. The Gum­
llckpuks did not have the 
m oney on liand to buy $160 one­
w ay tickets for o ther carriers.

All things considered It's

probably Just a s  well the Gum­
llckpuks didn't get on the Alr­
P ac flight because It too re­
turned to Anchorage and was 
cancelled. The problem — 
m echanclal difficulties, the 
passengers w ere told.
■ ” 1 don't like being stuck

• h e re ,"  Annie Gumllckpuk said. 
" I f  they had been courteous

l and a t  least put us up for our 
. m eals It would have a t  least
• m ade us feel b e tte r.”

"We don't have to take  s o - '  
mebody’s room and board and 

_ all of th a t,"  said Irene Bonner,
. '  d irecto r of custom er services 

for SeAIr. An airline flying a  
plane with few er than 60 sea ls

Is not required to put up 
stranded passengers, she said.

"M ost people who fly In 
Alaska understand the hassles 
with the w eather conditions fly­
ing to these p laces," Bonner 
said. "We do accom m odate 
them  any way we can ."

Bonner said ticket agents 
w ere not able to reach her Mon­
day night, and If they would 
have, she would have given the 
Gumllckpuks a  ticket on an­
o ther airline.

" I ’ve been flying all my life 
but this Is the worst It has 
been ,"  Annie Gumllckpuk said.

“ W e're so unlucky today," 
Johnuk Gumllckpuk said with

Annie translatlng."A nd It's not 
our fault."

Jan e t Schichncs and her 
family m anaged to be aboard 
both SeAIr planes and the Alr­
Pac plane th a t w ere brought 
back to Anchorage.

"We got on every  plane but 
MarkAIr got us h e re ,"  she said 
for h er Dillingham home this 
morning. " I t 's  absolutely In­
sane.

“ It took us about seven 
hours to get from Anchorage to 
Dillingham (norm ally a one 
hour flight) and we don't even 
have ourb-’ - s ."

R epeated  calls to AlrPac 
w ere not returned.
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Alaska State Legislature
Senate

Pouch V 
State Capitol 

Juneau, Alaska 9981

J a n u a r y  25, 1985

T h e  H o n o r a b l e  N o r m a n  G o r s u c h  
A t t o r n e y  G e n e r a l  
S t a t e  o f  A l a s k a  
P o u c h  K
J u n e a u ,  A l a s k a  99811 

D e a r  Mr. A t t o r n e y  G e n e r a l :

A s  y o u  k n o w ,  A l a s k a  A i r l i n e s  h a s  a n n o u n c e d  s u b s t a n t i a l  
fare i n c r e a s e s  f o r  c o a c h  c l a s s  p a s s e n g e r s .

A d v e r t i s i n g  h a s  i n d i c a t e d  t h a t  e a c h  o f  the o t h e r  
i n t e r s t a t e  c a r r i e r s  ( U n i t e d  A i r l i n e s ,  N o r t h w e s t  A i r l i n e s  a n d  
W e s t e r n  A i r l i n e s )  has f o l l o w e d  t h e  n e w  A l a s k a  A i r l i n e s  fare 
s c h e d u l e  w i t h  v i r t u a l  e x a c t i t u d e .

B e f o r e  t h e  n e w  i n c r e a s e s  t o o k  e f f e c t ,  the o n e - w a y  c o a c h  
c l a s s  f a r e  b e t w e e n  A n c h o r a g e  a n d  S e a t t l e ,  o n  e a c h  o f  the 

''T'a'fFtetsJ, ’ 'amounted to  a c o s t  o f  22 c e n t s  p e r  m ile. A l a s k a  
“A i r l i n e s  c h a r g e d  a o n e - w a y  fa r e  o f  $ 3 2 4 . 9 9 .  T w o  o t h e r  
c a r r i e r s  ( N o r t h w e s t  A i r l i n e s  a n d  W e s t e r n  A i r l i n e s )  w e r e  
t h r e e  c e n t s  c h e a p e r ,  at  $ 3 2 4 . 8 7 .  U n i t e d  A i r l i n e s  c h a r g e d  
$ 5.90 l e s s  t h a n  A l a s k a  A i r l i n e s ,  or $ 3 1 9 . 0 0 .  T h i s  is an 
o b v i o u s l y  m i n i s c u l e  " s p r e a d " ,  and, as n o t e d ,  e a c h  o f  t h e  
c a r r i e r s  is c h a r g i n g  22 c e n t s  p e r  m i l e  in  fact.

T h e  r o u t e  b e t w e e n  A n c h o r a g e  a n d  J u n e a u  is e x t r e m e l y  
i m p o r t a n t  to  S t a t e  g o v e r n m e n t ,  i n a s m u c h  as m a n y  p a s s e n g e r s  
a r e  f l y i n g  e i t h e r  o n  s t a t e  b u s i n e s s ,  a t  s t a t e  e x p e n s e ,  or  
b e c a u s e  t h e y  a r e  e x e r c i s i n g  t h e i r  r i g h t  or  d u t y  o f  
c i t i z e n s h i p  to v i s i t  a n d  s p e a k  w i t h  o f f i c i a l s  o f  t h e  
g o v e r n m e n t .  T h e  fare o v e r  t h i s  rou t e ,  w h e r e  no  c o m p e t i t i o n  
e x i s t s ,  is 33 c e n t s  p e r  mile.

F o r  the p u r p o s e  o f  t h i s  i n q u i r y /  h o w e v e r ,  I w i l l  n o t  
c o n c e r n  m y s e l f  w i t h  t h e  A n c h o r a g e - J u n e a u  ro u t e ,  b e c a u s e  o n l y  
one c a r r i e r  s e r v e s  the route. I n s t e a d ,  I w i l l  c o n f i n e  m y  
c o m p a r i s o n s  to t h e  i n t e r s t a t e  r o u t e  b e t w e e n  A n c h o r a g e  a n d  
S e a t t l e ,  a n d  o t h e r  d e s t i n a t i o n s  in t h e  c o n t i n e n t a l  U n i t e d

Official Business



 States, o n  the o n e  h a n d ,  a n d  o t h e r  A m e r i c a n  r o u tes, not
i n v o l v i n g  an A l a s k a  a i r p o r t ,  o n  t h e  o t h e r .  T h e  c o m p a r i s o n s  
a r e  b a s e d  u p o n  t h e  o l d  f a res b e f o r e  t h i s  m o n t h ' s  i n c r e a s e s  
t o o k  effect.

B e t w e e n  A n c h o r a g e  a n d  S e a t t l e ,  p a s s e n g e r s  in c o a c h
c l a s s  ( d i s r e g a r d i n g  " s u p e r  saver" p a s s e n g e r s )  p a i d  22 c e n t s  
p e r  m i l e ,  as n o t e d .  T h i s  c o s t  p e r  m i l e  is t w i c e  the
c o s t  p e r  m i l e  b e t w e e n  S a l t  L a k e  C i ty, U t a h ,  a n d  W a s h i n g t o n ,  
D.C. T h e  d i s t a n c e  b e t w e e n  S a l t  L a k e  C i t y  a n d  t h e  n a t i o n ' s  
c a p i t a l  is 413 m i l e s  g r e a t e r  t h a n  t h e  d i s t a n c e  b e t w e e n  
A n c h o r a g e  and S e a t t l e .  T h e  f a r e  is $ 1 0 9 . 0 0  less t h a n  the
A n c h o r a g e - S e a t t l e  fare b e f o r e  t h e  n e w  i n c r e a s e !
P e r ' :  '

• —  If A l a s k a n s  w e r e  a b l e  to t r a v e l  for 11 c e n t s  p e r  m ile, 
t h e y  w o u l d  p a y  a o n e  w a y  fare t o  S e a t t l e  o f  $162.45, n o t  
$ 3 1 9 . 0 0  to  $ 3 2 4 . 9 0 ,  o r  the h i g h e r  fares n o w  in effect.

A n o t h e r  e x a m p l e  —  a n d  t h e  e x a m p l e s  a r e  e ndless, 
o b v i o u s l y - —  is ■ th e  -flight--between K a n s a s  C i t y  a n d  S e a t t l e ,  
a d i s t a n c e  of 1 , 8 5 1  m i l e s  ( s l i g h t l y  f a r t h e r  t h a n  the 
d i s t a n c e  f r o m  - A n c h o r a g e  - t o  S eattle) . - W e s t e r n  A i r l i n e s
o f f e r s  a o n e - w a y  fa r e  of' $1 8 5 . 0 0 ,  o r ‘ 12 c e n t s  p e r  mile, 
b e t w e e n  K a n s a s  C i t y  a n d  .Seattle. ... ....

B e c a u s e  " s u p e r  sa v e r "  f a r e s  a r e  o f f e r e d  v i r t u a l l y  
e v e r y w h e r e ,  a n d  h a v e  m a n y  r e s t r i c t i o n s , ,  i n c l u d i n g  a 
r e q u i r e m e n t  for r o u n d  t r i p  p u r c h a s e s ,  I h a v e  n o t .a t t e m p t e d  

‘ t o " " c a l c u l a t e  their' e f f e c t .  O u r  'research is p a r t i c u l a r l y  
interesting,. I t h i n k ,  in its s h o w i n g  t h a t  t h e  fo u r  c a r r i e r s  
in t h e  A l a s k a  t r a d e  f o l l o w  v i r t u a l l y  e q u i v a l e n t  c o a c h  c l a s s  
fares, as w e l l  as s u p e r - s a v e r  fares, a n d  are a l s o  i d e n t i c a l  
in t h e i r  f a i l u r e  to o f f e r  a n y  t y p e  o f  o t h e r  d i s c o u n t  f a r e s  
(except s e n i o r  c i t i z e n s '  di -counts o f f e r e d  b y  A l a s k a  
A i r l i n e s  and U n i t e d  A i r l i n e s )  .

M a n y  A l a s k a n s  e x p e c t e d  that d e r e g u l a t i o n  of t h e  
i n d u s t r y  w o u l d - r e s u l t  in  l o w e r  fares. M a n y  A l a s k a n s
expec t e d -  t h a t  t h e  e n t r y  ..into-.the . A l a s k a  t r a d e  .of- U n i t e d  
A i r l i n e s  w o u l d  e n h a n c e  c o m p e t i t i o n  a n d  r e s u l t  in s a v i n g s  to 
th e  c o n s u m e r .  A s  s h o w n  b y  the t w o  n e w s p a p e r  c l i p p i n g s  I 
e n c l o s e  (article f r o m  t h e  A n c h o r a g e  D a i l y  M e w s  o f  J a n u a r y
17, 1985 and e d i t o r i a l  f r o m  the A n c h o r a g e  T i m e s  o f  J a n u a r y
18, 1985), t h e  fa r e  i n c r e a s e s  a r e  of i n t e r e s t  and c o n c e r n  to 
A l a s k a  r e s i d e n t s .

Th e  p r o b l e m  o f  t h e  c o s t  o f  t r a v e l  is e x a c e r b a t e d  for
A l a s k a n s  b e c a u s e  o f  t h e  a b s e n c e  of r a i l  or o t h e r  s u r f a c e
t r a v e l  m o d e s  t h a t  c a n  be  r e a s o n a b l e  a l t e r n a t i v e s  for m a n y ,  
g i v e n  t h e  d i s t a n c e s  to be  c o v e r e d  a n d  the c l i m a t e  t h a t
p r e v a i l s  d u r i n g  m o s t  o f  t h e  year.



The H o n o r a b l e  N o r m a n  G o r s u c h  
J a n u a r y  25, 1985 
P a g e  T h r e e

. T h e  inability, o f  A l a s k a n s  to t r a v e l  o u t - o f - s t a t e  m e a n s  
d i m i n i s h e d . o p p o r t u n i t i e s  f o r  c o n t a c t  w i t h  f a m i l y  a n d  f r i e n d s  
in " t h e  lower'-'- 48", a n d  d i m i n i s h e d  o p p o r t u n i t i e s  for 
e d u c a t i o n ,  p r o f e s s i o n a l  s e m i n a r s ,  a n d  o t h e r  a c t i v i t i e s  
i m p o r t a n t  to t h e  d e v e l o p m e n t  a n d  f u l f i l l m e n t  o f  t h e  
i n d i v i d u a l . A l a s k a n  ,in ;his. o r  h e r  p e r s o n a l  .life a n d  c a r e e r .

r..._ ;W i t h  a l l  o f  ..these c o n s i d e r a t i o n s  in. .mind, I. w o u l d  be 
g r a t e f u l  for. a n y  . r e f l e c t i o n s . y o u  a n d  y o u r  D e p a r t m e n t  m a y  
h ave, a n d  w o u l d  l i k e  to k n o w  p a r t i c u l a r l y :

1. T h e  e l e m e n t s  o f  p r o o f  t h a t  w o u l d  n o r m a l l y  b e 
r e q u i r e d  to s h o w  an u n l a w f u l  " c o n t r a c t ,  c o m b i n a t i o n  
o r  c o n s p i r a c y " " T n  r e s t r a i n t  o f  tirade, or
o t h e r  v i o l a t i o n  o f  t h e  s t a t e  a n t i - t r u s t  law. (AS 
4 5 . 5 0 . 5 6 2  et. s e q . )

2. W h e t h e r  t h e r e  m a y  b e  a p o s s i b l e  a p p l i c a t i o n  o f 
s t a t e  a n t i - t r u s t  laws, for r e s t r a i n t  of t r a d e  o r  
p r i c e  f i x i n g  b y  a g r e e m e n t  o r  c o n s c i o u s  p a r a l l e l i s m ,

.. in this c o n t e x t *  ....=. j:-*.

3. W h e t h e r  s t a t e  a n t i - t r u s t  laws a p p l y  to i n t e r s t a t e  
a i r  .carriers. ....

I f  not, w h e t h e r  s t a t e  a n t i - t r u s t  s t a t u t e s  c o u l d  b e  
c h a n g e d  in a c o n s t i t u t i o n a l  m a n n e r  to  p r o v i d e  s u c h  
a p p l i c a b i l i t y  a n d  to e s t a b l i s h  s t a t e  c o u r t  
j u r i s d i c t i o n . ' "  -• -. . '.. .

11 • ♦ *
W h e t h e r  t h e r e  is a n y  p r e c e d e n t  for a n t i - t r u s t  s u i t s  
a g a i n s t  a i r  c a r r i e r s  in i n t e r s t a t e  c o m m e r c e ,  e i t h e r  
u n d e r  f e d e r a l  o r  s t a t e  a n t i - t r u s t  s t a t u t e s ,  b r o u g h t  
b y  a t t o r n e y s  g e n e r a l  o n  b e h a l f  o f  s t a t e  g o v e r n m e n t s  
o r  t h e i r  p e o p l e ,  for a l l e g e d  p r i c e - f i x i n g  a n d  
r e s t r a i n t  o f  trade.

6 . W h e t h e r  t h e r e  a r e  a n y  o t h e r  s t a t u t o r y  r e m e d i e s  t h a t  
c a n  b e .c o n s i d e r e d  o r  d e v e l o p e d  to d e a l  at the. s t a t e  
l e v e l  w i t h  the p r o b l e m .

7. W h e t h e r  t h e  s t a t e  h a s  b e e n  g i v e n  any da t a  f r o m  t h e  
c a r r i e r s  w h i c h  m i g h t  j u s t i f y  e i t h e r  the a p p a r e n t  
c o i n c i d e n c e  in t h e i r  r e s p e c t i v e  fare s t r u c t u r e s  o r  
the r e c e n t  r o u n d  o f  fare i n c r e a s e s .

B e c a u s e  the m a t t e r  I h a v e  r a i s e d  is o f  g r e a t  i m p o r t a n c e  
to t h e  A l a s k a  t o u r i s m  i n d u s t r y  a n d  A l a s k a  b u s i n e s s  in 
g e n e r a l ,  I a m  s e n d i n g  a c o p y  of this l e t t e r  to the H o n o r a b l e  
L o r e n  H. L o u n s b u r y  a n d  I a m  i n v i t i n g  h i m  and the D e p a r t m e n t
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o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ,  w h i c h  he he a d s ,  to 
s h a r e . w i t h  m e  a n y  c o m m e n t s■o r .i d e a s  t h a t  t h e y ' m a y  h a ve. . At 
a m i n i m u m ,  'i-t--would 'be m y  h o p e  t h a t  s t a t e  o f f i c i a l s  i n  t h e  
e x e c u t i v e  branch, w i l l  e x p r e s s  to t h e  carriers-- s o m e  o f  the 
c o n c e r n s  I h a v e  v o i c e d  here, a n d  e n c o u r a g e  f a r e  c o m p e t i t i o n  
a n d  lower' fares'. .. .... h-: ■ . .....

O n e  of. t h e  p u z z l i n g  factors, in a l l  o f  t h i s  is t h a t  it 
w o u l d  a p p e a r  to m e  t o  b e  e v i d e n t .. t h a t  if. f a r e s  w e r e  lower, 
m o r e  p a s s e n g e r s  w o u l d  fill t h e  a i r l i n e s '  se a t s .  I a m  
w o n d e r i n g  w h e t h e r  t h e  g o v e r n m e n t  or t h e  i n d u s t r y  h a s  a n y  
i n f o r m a t i o n  o r  s t u d i e s ,  s u c h  as s t u d i e s  for t h e  D i v i s i o n  o f  
T o u r i s m  o f  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  
D e v e l o p m e n t ,  w h i c h  c o u l d  h e l p  us (and t h e  c a r r i e r s )  e s t i m a t e  
w h a t  the p a s s e n g e r  load..factor w o u l d  b e  i f  f a r e s  w e r e  lower.

T o d a y ,  A l a s k a n s  pay' m o r e  t h a n  100 p e r c e n t  a b o v e  w h a t  
ach c l a s s  t r a v e l e r s  pay, o n  a p e r  m i l e  b a s i s ,  e l s e w h e r e  in 
i n a t i o n .  A l a s k a n  t r a v e l e r s  a p p e a r  to b e  s u b s i d i z i n g
v e l e r s  o n  o t h e r  r o u t e s .

. . ; . . v  r v iv .
A l l  o f  t h i s  o c c u r s  a t  a t i m e  w h e n  t h e  r a t e  o f  i n f l a t i o n  
l a ska is l e s s  t h a n  t h e  r a t e  o f  i n f l a t i o n  a c r o s 1 ’• he 
n. In t h e  p a s t  s e v e r a l  y e a r s ,  the f e d e r a l  g o v e r  c 
n o t e d  o n  m a n y  o c c a s i o n s  t h a t  t h e  cost - o f - l i v .  .ag
e n t i a l  b e t w e e n . A l a s k a  a n d  t h e  r e s t  o f  the c o u n t  y  is
i.ng, n o t  g r o w i n g .  A n d  a i r l i n e  fuel cost:. a r e
d l y  s t a b i l i z i n g ,  too. S o m e  a i r l i n e s ,  as w e  .now, 
n e g o t i a t e d  u n i o n  a g r e e m e n t s  t o  r e d u c e  l a b o r  co s t s ,  

as I h a v e  n o t e d  a b o v e ,  w e  a r e  in a d e r e g u l a t i o n  
ont t h a t  is a s u p p o s e d  b e n e f i t  to  the c o n s u m e r .

a s s i s t a n c e  a n d  a d v i c e  w o u l d  b e  v e r y  w e l c o m e ,  so 
of us i n  s t a t e  g o v e r n m e n t ,  w o r k i n g  t o g e t h e r ,  c a n  7 ' d o w n  t h e  c o s t  o f  a i r p l a n e  t r a v e l ,  a b s e n t  

j u s t i f i c a t i o n s  f r o m  t h e  c a r r i e r s  s h o w i n g  g o o d  
p r i o r  r a t e s  a n d  r e c e n t  i n c r e a s e s  h a v e  b e e n  

d g o o d  r e a s o n s  w h y  a l l  t h e  c a r r i e r s  a r e  c h a r g i n g  
;he same fares.

S i n c e r e l y

S t a t e  S e n a t o r

o r e n  H. L o u n s b u r y
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g E C . E l S E S

The H o n o r a b l e  Joe P. J o s e p h s o n  
A l a s k a  State Senate 
Pouch V
Juneau, A l a s k a  99811

a o s e p f e o r t *

Re: A i r l i n e  T icket Prices
A.G. F i l e  166-312-85

Dear S e na tor Josephson:

Your r e c e n t  inquir y concer n i n g  the h i g h  prices Alaskans 
are f orce d to p a y  for a i rline tickets has b e e n  rev iewed in detail 
b y  m y  department. This is a m a t t e r  of substantial public 
concern, as air t ravel costs impact A l a s k a n s  in m a n y  dif ferent 
w a y s .

M y  o ffice has been m o n i t o r i n g  the situation for 
sometime. In particular, the n e a r l y  id entical prices charge d b y  
the carriers for t ra vel b e t w e e n  A n c h o r a g e  a n d  Seattle caught our 
attention. We did initi ate an i n qu iry to find out h o w  and w h y  
A l a s k a  Airlines, United, Western, and N o r t h w e s t  all charge 
e ssentially  the same prices on this h e a v i l y  t r a v elled route.

Our i n v e s t i g a t i o n  r e v e a l e d  that the airlines are able 
to keep track of each others prices, and p r o p o s e d  pri ce 
increases, through several c o m p u t e r i z e d  infor m a t i o n  networks. 
The m a i n  n e t w o r k  is the A i r l i n e  T r a v e l  Publis h i n g  Company's 
computer service ( A T P C O ) . The A T P C O  s y s t e m  publishes routes, 
schedules, fares, and p r o p o s e d  fare changes nationwide, and is 
ap p a r e n t l y  u p d ated daily. This s y s t e m  is u s e d  by travel agents 
as w e l l  as by the airlines, and allows its subscribers to k n o w  -- 
to the p e n n y  -- w h a t  a ny g iven a i rline is c h a rgin g on its routes.

We are i n f ormed that airlines g e n e r a l l y  "move in packs" 
w h e n  it comes to prices. That is to say, as a general rule, no 
one airline  wants to offer a fare t h a t ' is m u c h  higher than any 
other airline, for fear of losing business. Ai r travel is a 
p a r t i c u l a r l y  p r i c e - s e n s i t i v e  industry. Consumers will fly the 
airline that offers the best price, w i t h  other  factors (schedule, 
quality of in-flight service, etc.) r u n n i n g  far b e h ind p ric e as a 
factor in selecting w h i c h  airline to choose. If one airline 
lowers its prices, its competitors f o l l o w  suit quickly.

03 -  C32LH
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We are i n f o r m e d  that w h e n  an airline  decides to raise 
its prices, it w i l l  p u b l i s h  the p l a n n e d  increase through the 
A T P C O  s y s t e m  w i t h  an e f f e c t i v e  date of one to two m onths after 
the initial announc ement. Thus, its competitors are given n ot ice 
of any u p - c o m i n g  p r i c e  rise. The competitors are in a p o s i t i o n  
to f o l l o w  the leader and file c o r r e s p o n d i n g  price increases. 
Unless one a i r l ine does n o t  go along, w e  are told, the u p w a r d  
change is l i kel y to happen. By c l osely foll owing the proposals 
of their competitors, and r e s p o n d i n g  to the changes as they 
occur, airlines are able to keep their prices w i t h i n  a few 
pe r c e n t a g e  points o f  e a c h  other. This p r ocess  is w h a t  is k n o w n  
as "conscious p a r a l l e l i s m "  in antitrust law. It is not illegal, 
u n d e r  e ithe r the A l a s k a  R e s t r a i n t  of Trade A c t  dr the F e d e r a l  
Sherman  Act, to c l o s e l y  f o l l o w  and to r e s p o n d  to a competitor's 
p r i c e s .

-Your letter asks for m y  thoughts on h o w  the state 
an t i trust laws apply, a n d  w h e t h e r  they ought to be changed, in 
this situation. The p r o b l e m  is not one of jurisdiction, n o r  is 
it, in m y  opinion, one w h i c h  can be r e m e d i e d  easily by changes to 
the law. If it-.could be shown b y  . direct evi dence that the 
airlines a c t u a l l y  met, a n d  a g r e e d  to charge a n y  p a r t i c u l a r  fare 
on A l a s k a  routes, this o f f i c e  w o u l d  be able to intervene and seek 
redress on b e h a l f  of consumers. But to p r o v e  pricefixing, w e  
n e e d  e v i dence w h i c h  w e  do not have, and w h i c h  our initial 
inquiry does n o t  i n d i c a t e  w e  w o u l d  find. Nor w o u l d  it be w i s e  
p o l i c y  to seek a c h a n g e  in the law m a k i n g  it illegal for a 
business to w a t c h  a c o mpetitor' s prices and r e s p o n d  to t h e m  -- 
consumers b e n e f i t  w h e n  busin e s s e s  cut prices in response to 
competition.

I join w i t h  y o u  in e x pressing concern for the h i g h  
prices A l a s k a n s  h a v e  to p a y  for airfare, in a time w h e n  the cost 
of air travel e l s e w h e r e  in the country has d e c l i n e d  dramatically. 
I c e r t a i n l y  ho pe that consumers will express their concerns to 
the airlines. Perhaps one or more of the air carriers serving 
A l a s k a  m a y  r e s p o n d  b y  r e d u c i n g  its fares.

Norman C. G o rsuch
A t t o r n e y  General

NCGrjf
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Mr. B r u c e  K e n n e d y  
P r e s i d e n t  
A l a s k a  A i r l i n e s  
P.O. B o x  6 8900 
S e a t t l e ,  W a s h i n g t o n

D e a r  Mr. K e n n e d y :

A s  a s t a t e  s e n a t o r  f r o m  A n c h o r a g e ,  I h a v e  a s k e d  w h y  a i r  
f a r e s  h a v e  i n c r e a s e d  in A l a s k a  t h i s  year, at t h e  s a m e  t i m e  
t h a t  s i g n i f i c a n t  n e w  d i s c o u n t  f a r e s  a r e  o f f e r e d  e l s e w h e r e .  
M y  i n q u i r i e s  h a v e  r e s o n a t e d  in t h e  A l a s k a  c o m m u n i t y ,  b e c a u s e  
A l a s k a n s  k n o w  t h a t  f a r e s  c h a r g e d  for f l i g h t s  to  a n d  f r o m  
A l a s k a  w e r e  high, b o t h  i n  r e l a t i v e  a n d  a b s o l u t e  t e r m s ,  e v e n  
b e f o r e  t h e  l a t e s t  i n c r e a s e s  t o o k  e f f ect.

I a m  e n c l o s i n g  a c o p y  o f  m y  l e t t e r  to t h e  A t t o r n e y  
G e n e r a l  o f  A l a s k a  d a t e d  J a n u a r y  25 a n d  a c o p y  o f  the p r e s s  
r e l e a s e  ,/hich I i s s u e d  a t  t h a t  time. I a m  a l s o  e n c l o s i n g  
t h r e e  o t h e r  n e w s p a p e r  c l i p p i n g s  on  t h i s  s u b j e c t ,  i n c l u d i n g  a 
r e c e n t  e d i t o r i a l  a n d  a r e c e n t  t r a v e l  c o l u m n ,  w h i c h  s h e w  t h e  
e x i s t e n c e  o f  w i d e s p r e a d  c o m m u n i t y  c o n c e r n .

T h i s  o f f i c e  has r e c e i v e d  m a n y  m e s s a g e s  f r o m  
c o n s t i t u e n t s ,  a n d  t h e r e  h a s  b e e n  a p r o l i f e r a t i o n  o f  l e t t e r s  
t o  t h e  e d i t o r  on th i s  s u b j e c t .  F o r  e x a m p l e ,  I a l s o  e n c l o s e  
s o m e  l e t t e r s  to the e d i t o r  of the A n c h o r a g e  D a i l y  N e w s  w h i c h  
a p p e a r e d  in t h a t  p a p e r  r e c e n t l y .

A l a s k a n s  w h o  t r a v e l  k n o w  t h a t  t h e  f a res n o w  a v a i l a b l e  
b e t w e e n  p o i n t s  in the c o n t i n e n t a l  U n i t e d  S t a t e s  t e n d  to b e  
f a r  l o w e r  t h a n  the f a r e s  a v a i l a b l e  b e t w e e n  A n c h o r a g e  a n d  
S e a t t l e ,  o n  a c o s t - p e r - m i l e  b a s i s .  F r o m  a t r a v e l e r ' s  
s t a n d p o i n t ,  as the e n c l o s e d  n e w s p a p e r  c l i p p i n g s  m a k e  
m a n i f e s t ,  t h e r e  do e s  n e t  a p p e a r  to be a n  o b v i o u s  r a t i o n a l e  
for t h e  e x i s t i n g  fare s t r u c t u r e s ,  a n d  t h e r e  is c e r t a i n l y  no 
d i s c e r n i b l e  r e l a t i o n s h i p  b e t w e e n  d i s t a n c e  a n d  cost.

I n e e d  n o t  d e t a i l  h e r e  the v e r y  s e r i o u s  c o n s e a u e n c e s  to 
u s  A l a s k a n s  of  the h i g h  a i r p l a n e  fares. W e  h a v e  n o  r a i l  
a l t e r n a t i v e .  B u s e s  a n d  cars do t r a v e l  o v e r  t h e  A l a s k a
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Mr. B r u c e  K e n n e d y  
F e b r u a r y  6 , 1985 
P a g e  T w o

H i g h w a y ,  b u t  c o n s i d e r a t i o n s  o f  c l i m a t e ,  d i s t a n c e  and time 
m a k e  t h e s e  m o d e s  a l l  b u t  useless., ,fpr. m o s t  b u s i n e s s  a n d  
v a c a t i o n  t r a v e l e r s .

O n  t h e  o t h e r  h a n d ,  t h e r e  is an a l t e r n a t i v e  to  the h i g h  
f a r e s  n o w  c h a r g e d  A l a s k a n s  o n  t h e  A n c h o r a g e - S e a t t l e  route: 
A l a s k a n s  c a n  s t a y  h ome. T h e i r  r e l a t i v e s  and f r i e n d s  in the 
" l o w e r  48", a n d  p o t e n t i a l  t o u r i s t s ,  c a n  s t a y  home, too, 
r a t h e r  t h a n ' v i s i t  the 4 9 t h  State.

T h a t  a l t e r n a t i v e  is b a d  for t h e  a i r l i n e s .  It is b a d
f o r  A l a s k a n s .  It is b a d  for f a m i l y  r e l a t i o n s h i p s .  It  is
b a d  for t o u r i s m .  It is b a d  f o r  c o m m e r c e .  It is b a d  for
t h o s e  w h o  w a n t  t o  p u r s u e  e d u c a t i o n a l  c u r r i c u l a  a n d  
p r o f e s s i o n a l  s e m i n a r s  in o t h e r  s t a t e s .  It is b a d  for 
c o m m u n i t y  m o r a l e .  It is b a d  f o r  t h e  r e l a t i o n s h i p  b e t w e e n  
t h e  a i r l i n e s '  a n d  t h e i r  c u s t o m e r s .  It is b a d  for the 
t a x p a y e r s  o f  A n c h o r a g e  w h o  h a v e  i n v e s t e d  i n  a n e w  c o n v e n t i o n  
c e n t e r ,  a s p o r t s  a r e n a ,  a n d  o t h e r  a m e n i t i e s  d e s i g n e d  to 
e n h a n c e  t o u r i s m .

• A l a s k a n s  a r e  e d u  ;ated a n d  s o p h i s t i c a t e d .  T h e y  ask me:

1. W h y  a r e  a i r l i n e  fares g o i n g  u p  h e r e  w h i l e  fares in 
oth'fe'r places' are g o i n g  d o w n ?  '

2. W h y  do a l l  a i r l i n e s  c o n s i d e r  t h e  h i g h  f a res to b e
  m o r e ' p r o f i t a b l e ,  e v e n  t h o u g h  t h e y  c o m p e l  m a n y  w o u l d - b e
'•"-f • t r a v e l e r s  '' t o  "Stay put?'’ " .......

3. W h a t  a r e  t h e  j u s t i f i c a t i o n s  for the h i g h e r  A l a s k a  
r o u t e  f a r e s ?  A r e  A l a s k a  s t a t e  a i r p o r t  l a n d i n g  fees 
h i g h e r  t h a n  e l s e w h e r e ?  Is jet f u e l  b o u g h t  for t r a v e l  
to a n d  • f r o m  A l a s k a  m o r e  e x p e n s i v e ?  Is t h e r e  a w a g e  
d i f f e r e n t i a l  p a i d  to e m p l o y e e s  w o r k i n g  in A l a s k a ?  A r e  
l e a d  f a c t o r s  so l o w  t h a t  t h e  c o s t s  of o p e r a t i o n  p e r  
s eat, r e l a t i v e  to r e v e n u e s ,  are v e r y  h i g h ?  If so, w h y  
d o  f o u r  c a r r i e r s  c o m p e t e  o v e r  t h e  m a r k e t ,  a n d  w h v  
w o u l d n ’t l o w e r  f a r e s  b u i l d  p r o f i t s ,  a t  l e a s t  on  c e r t a i n  
f l i g h t s ,  o r  at l e a s t  on d e s i g n a t e d  f l i g h t s  o f f - s e a s o n ?  
Or, c o n v e r s e l y ,  a r e  le a d  f a c t o r s  so h i g h  t h a t  it 
m a t t e r s  n o t  to t h e  c a r r i e r s  w h e t h e r  so m e  A l a s k a n s  
c h o o s e  to b e  p r i c e - r e s i s t a n t ?

4. W h y  has d e r e g u l a t i o n  n o t  led to p r i c e  
c o m p e t i t i v e n e s s  h e r e ?
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