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Dear Mr. Speaker: 

LETrER OF TRANSMITr AL 

ALASKAINTERNATIONA( 
RAIL AND HIGHWAY COMMISSION 

1809 G STREET NW. 
WASHINGTON 25, D.C. 

May 25, 1961 

There is transmitted herewith the final report of the Alaska International 
Rail and Highway Commission. This report is submitted to the Congress in ac
cordance with the provisions of Public Law 884 of the 84th Congress, as amended. 

The Commission was directed to make a thorough and campletestudy of ad
ditional rail and highway transport facilities connecting the United States 
with Central Alaska to,determine: ,first, economic and military a.dvantagesj 
second, the most feasible ,and direct routes relating to th@ economic benefits 
to the forty-eight continental United States, Canada and the new State of Alaskaj 
and; third, the most feasible feeder rail and highway routes connecting coastal 
ports with these facilities. The Commission was directed to give particular 
attention to the feasibility of rail and highway facilities between the Northwest 
Region of the forty-eight states and Alaska, and to report to the Congress the 
results of its studies no later than June 1, 1961. The report includes recom
mendations of routes and facilities determined most feasible and beneficial, with 
estimates of construction costs and economic benefits to the United States, Canada 
and Alaska, as provided in the Act. 

Detailed economic studies conducted by direction of the Commission analyze 
location, availability and extent of natural resources. The report forecasts 
resource and industrial development which may reasonably be expected during the 
next two decades, including a review of world markets and competitive sources of 
these products. 

Since the study involved substantial areas within Canada, the Commission is 
fully aware of the need for consultation with officials of the Government of 
Canada. Recommendations include suggestions to the Congress that the Secretary 
of State be directed to initiate negotiations with the Government of Canada and 
the Secretary of Commerce be directed to establish a technical staff in the of
fice of the Under Secretary~for Transportation, leading to the achievemmt of 
theobjecti ves set forth in this report. ,Specific, projects for consideration 
during negotiations should include: exploration of methods to insure growth of 
the Merchant Marine of both countriesj the construction of a coordinated hard
surfaced highway system to serve Alaska, British Columbia and the Yukon and pro
vide a second and shorter highway between the Pacific Northwest Region and Alaskaj 
and, the extension of the Alaska Railroad to the Yukon border to connect with a 
Canadian railway at the border and provide" link to the ntinental rail network. 

The Honorable 
SaID Rayburn 
Speaker of the House of Represenatives 
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PREFACE 

For many years, residents of North America have urged construction of sur
face transportation facilities, both rail and highway, from the forty-eight 
States,northward across Canada to the central portion of what is now the forty
ninth State'of the Union. These facilities would not only provide Alaska with 
closer communications ties to the forty-eight continental states, but would also 
support the industrial and area deve19pment of that portion of western Canada 
served by these facilities. ' 

The Commission chose to employ the services of an experienced and reputable 
research organization, the Battelle Memorial Institute, to conduct an economic 
study of the area, rather than providing a staff for that purpose. As a result, 
their report constitutes the major source of data on which the Commission's con
clusions and recommendations are based. Although the Commission is convinced 
that Battelle' sforecasts of economic growth and other developments are conserv
ative"~ there has been, no attempt to modify their predictions, except a,s noted 
spectfically in ,this report';~ 

r " 

-:;: .The 'Commission has'. been mindful: to avoid'.'infringement of.-.the ,sove~ignty :of 
Alaska," the Government 'of, Canada and the _ Canadian !'rovinces concerned by -confin
ingits study and ,recommendations to interstate; interprovincial and international 
transport facilities connecting the forty-eight continental states .-with ,Central, 
Alaska, and by feeder highways ,to. the:port cities in Southeastern Alaska. The: 
term -','Central Alaska" is -defined as that ,portion generally referred to as the 
Rail Belt~ 

-Battelleand -theCommi'ssionhave adopted· differing concepts to justify, the 
economic feasibility of building additional_or improvedtransp~rt ·facilities~ 
northward across Canada and eastward to the Alaskan coastal cities. The most 
basic is that of direct costs versus direct benefits, expressed in terms of 
either operating revenues, increased expenditures by residents and visitors or 
taxes to government subdivisions. This concept has governed the Battelle effort. 

This strict concept :is due, to :_the terms of reference provided by the Com
mission for the conduct of an economic study, which specify that liThe report 
should ••. objectively evaluate- ••• increase in national income and population 
-- traffic and transportation revenues and taxes ••• and ••• economic feasibility 
of improved or additional transportation facilities from correlated cost and 
revenue estimates __ ". Under this concept, economic feasibility is computed 
from cost-benefit ratios. Costs include capital investment plus operations, 
interest and amortization. Benefits are limited to direct revenues and taxes 
generated by increased Gross National Product, including expenditures by ad
ditional population and visitors to the area. 

A second and broader concept.would recognize increased tangible and: in
tangible values of real estate and industrial properties adjacent to or'served 
by additional facilities, which might provide justification for investment of 
public funds, or grants of public lands to private investors. Such assets would 
not appear as direct benefits resulting from use of public highways or government
owned railroads, but they are real, nevertheless. This concept guided the Com
mission conclusions. 
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Such a broad concept influenced the decision to build the western extension 
of the government-owned Canadian National Railway to the Pacific Coast. Further
more, the same philosophy applied to the United States' contributions of public 
lands to the rail systems in the west in the latter part of the Nineteenth Cen
tury. Similar views have justified huge appropriations of funds which have·been 
invested· ·in the Federal Aid Highway System in all the states. 

Congress had the broad concept in mind when it authorized construction of the 
Alaska Railroad from the Pacific Coast northward to the interior. Over the years 
since 1914, Congress has invested about $185 million in that route without requir
ing payment of interest or repayment of capital investment. Justification for this 
lenient policy is established in the Act of March 12, 1914, which states in part: 
" • " operate railroads ". to be so located· as to .,. aid in the development of 
the agricultural an~mineral or other resources of Alaska, and the settlement of 
the public lands therein, " 

The Act establishing the Commission directs the Commission "", to , •• 
study.,. the economic and military advantages .,' the most feasible and direct 
routes ". in relation to the economic benefits to be derived there from by the 
United States, Canada and Alaska; , •. of additional highway and rail transport
ation facilities connecting continental UJ?ited States with Central Alaska; ,.," 
Since the Act does not define the term "economic", as related to the feasibility 
of additional or improved transport faCilities, the following definition has 
been adopted by the Commission in this report; cost-benefit ratios for purposes 
of determining economic feasibility of additional or improved transport facil
ities shall include, but not be limited to: all direct and indirect costs, such 
as construction, maintenance; interest, amortization and taxes; all direct and 
indirect benefits, such as operating and non-operating revenues, rental of 
rights-of-way and tax benefits as related to the area's total share of Gross 
National Product, values of lands and industrial properties located at or near 
the facility and expenditures by residents and visitors to the area. 

May 15, 1961 

Carl L. Junge 
Executive Director 

Warren G. Magnuson, USS 
Chairman 
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SECTION A 

CONCWSIONS AND RECOMMENDATIONS 

The economic study of Northwest North America by the Battelle Memorial In
stitute constitutes the major effort in performing duties prescribed by the Act 
establishing the Commission. Resources development was forecast in relation to 
future transportation needs. Therefore, Battelle's study report provides the 
primary data upon which these conclusions and recommendations are based. Data 
on resources and markets, as related to transport requirements and documented in 
the Battelle report, au~ented by research by the Commission staff, have formed 
the bases for findings and conclusions by the members of the Commission and, in 
turn, for recommendations to the Congress. 

A broad interpretation of the directive from the Congress of the term "':.rans
portation facilities" includeswaterborne and airborne commerce, in addition to 
highway and rail transport. The former is recognized as a vital factor, now and 
in the future, to serve a substantial portion of the transport needs of the area. 
The latter is also recognized as a factor, but this study in no way considers the 
capabilities, adequacy or future requirements of air facilities. 

1. CONCLUSIONS BY THE COMMISSION 

a. Natural Resource Industries. Annual value of production in these in
dustries is forecast to increase by 1980 as follows: 

Fuels - Oil, Gas and Coal, increase of $418 million 

Forest Products - Lumber, Plywood, Pulp and Paper, $283 million 

Fish and Fish Products, $22 million 

Agriculture and Livestock, $55 million 

These increases in production values will require over 9,000 additional workers in 
Alaska and 18,000 in Canada, earning $95 million and $88 million, with total popul
ation increases of 55,800 and 108,000, respectively. 

Metals and Minerals 

Production from known occurences in Alaska is forecast to increase in annual volume 
by 1980 by same $67·million, requiring 2,000 more basic workers, earning $13 million 
and accounting for an increase in population of 12,000 persons. In the Canadian 
portion of the area, production may increase by about $100 million by 1980, requir
ing about 3,000 new workers earning $16 million, resulting in a population increase 
of 18,000. Many of these developments are highly conjectural - both in Alaska and 
Canada. However, same of the best known deposits which Battelle foresees may be 
developed in the next twenty years are located on or near tidewater. Their move
ment to markets would probably not require interior transport facilities except 
for those specifically mentioned by Battelle in the Yukon Territory. 

b. Hydroelectric Power. Power si tee as yet undeveloped total 27.5 million 
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kilowatts installed capacity. Development of only a few of these would do much to 
stimulate industrial activity related to natural resources. To name two of the 
largest, Rampart on the Yukon, now under study by the U. S. Army Engineers, is 
rated at 4.7 million kw and the Peace River Project at 3 million kw installed 
capacity. 

c. Visitors and Tourism. The tourist business offers the most likely short
term opportunity to improve economic conditions in the area. Visitors' dollars 
are spent at: retail and benefit all levels. of society. Hawaii, ,Puerto Rico and 
many foreign countries·· have demonstrated that the traveling public. will respond 
to attractive, adequate and continuing. sales promotion. 

If improved travel and lodging facilities are provided, the annual visitors 
to Alaska by 1980 are forecast to increase. by 650,000 and to western Canada by 
425,000, in addition to 560,000 new visitors en route to Alaska. Annual expendit
ures in Alaska from this source might thus increase by $230 million by 1980, re
sulting in the need for 14,000 new workers, earning $87 million in new payrolls 
and an increase in population of 88,000 persons. 

B,y 1980, expenditures in Canada are forecast to increase $155 million by 
Canada and Alaska bound travelers. This increased activity would re~ire 7,000 
new workers, earning $35 million annually by then. Together with their families 
and other service industry workers and their dependents, total population in west
ern Canada might increase because of these visitors by some 42,000 persons by 1980. 

d. Southeastern Alaska Ferry System. A marine highway serving ports from 
Prince Rupert, British Columbia to Haines ahdSkagway, Alaska, is a vital part of 
the coordinated highway system designed to produce benefits to Canada and Alaska. 
This project is recognized by the Commission as a State of Alaska responsibility. 
Neither the Cqmmission nor Battelle made detailed feasibility studies of the pro
posed ferry system, but relied on reports made for the State of Alaska. Since 
its exact cost has not been determined, and it is assumed that it will be self
supporting from revenues produced by fares, it is not included in the total cost 
of the coordinated highway system recommended by the Commission. 

e. Coordinated Highway and Ferry System. A coordinated network of highways 
with connecting ferry service joining the Alaska State Primary Highway System and ... 
the cities of Southeastern Alaska with the highway and rail networks of British 
Columbia and the North American Continent is required for the development of tour
ism and industry in the area. Consisting of rock and dust-free highways, with 
ferry service along the Inside Passage, the system would afford the greatest and 
most immediate opportunity for economic benefits to be derived from substantially 
increased visitor trade and commerce from outside the area. 

Thehardsurfaced Hazelton-Atlin-Alaska Border Highway would provide an es
sential artery east" of the coast mountains, 300 miles shorter between Pacific 
Coast cities and Yukon-Alaska points. Feeder highways to Petersburg"and Juneau, 
with ferry service to Prince Rupert and cities in Southeastern· Alaska would pro
vide alternate routes and varying distances for travelers and access to deep water 
ports for Canadian producers. Paving the Alaska Highway would attract tourists 
from east of the Rocky Mountains and serve the industrial· and recreational areas 
of northeast British Columbia. Both paved routes would attract visitors to the 
vacation lands of western Canada and Alaska. 
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The total estimated cost of such a higqway system, exclusive of the Southeast
ern,Alaska Ferry System is $236.5 million ±I of which about "87 percent would be on 
Canadian soil. 

Funds invested in these facilities and costs of maintaining approximately 583 
miles ,of new highways (not including the Stewart-Cassiar Project, now under con
strqction) would be offset by potential additional revenues derived from expen
ditures by additional visitors entering the area by highway, earnings of addftion
al workers and increased additional taxes. The estimated increase in tax revenues 
of $55 million annually by' 1980 (47 percent to the United States - 53 percent to 
Canada) is almost 2.5 times the annual cost of amortizing the capital investment 
in twenty years, paying interest on the bonds and maintaining the coordinated 
system. Stating it differently, the time for recovery of the capital costs in
vested in, the system at 5 percent interest, would be 13 years. 

f. The Pacific Northern Railway. A privately financed Canadian corporation 
proposes construction of a new rail line from Summit lake, about 31 miles north-of 
Prince George on the Pacific Great Eastern Railway" 697 miles across British Colum
bia to' the Yukon border, and 460 miles through \-lhi tehorse to the Alaska llOrder, to 
connect with the Alaska Railroad. The Commission assumes that this corporation, 
having applied to British COlumbia for a license to operate within the province, 
and to the _federal governinent, ,to operate' in the Yukon -Terr! tqI-y, 'coDs:l.ders th~_ 
construction and operation of this facility, to be ~ccmoinically :(,easible, based 
on revenues from traffic expected to originate in the ~ea. Additional through 
traffic to or from Alaska should materially increase revenues to support'this' 
operation. 

Specifications and estimated costs of the proposed PNR were obtained from the 
report of a survey made in 1959 by Colonel S. H. Bingham (retired), Consultirig 
Engineer of N~w York, for the Wenner Gren B. C. Pevelopment Cqmpany of Vancouver, 
B. C. The report describes the route through British Columb:i.a;-estimat~s con
struction costs and states that the reconnaisance sur"eywas ,extended thro.ugh the 
Yukon to'the Alaska border for the purpose of selecting a satisfactory route t,o 
connect with the Alaska Railroa51. Whether or not the PNR is constructed, it is 
assumed that Canadian interests would provide-a: rail connection to the Alaska
Yukon border from some location on the existing Canadian rail network, but only 
in the event that the Alaska Railroad is extended to the border. -

g., An Alaska-Continental Rail Network. A rail connection between the Alaska 
Railroad and the Canadian-United States rail network would be created by the ex
tension of Canada's rail system northward through British Columbia and the Yukon 
Territory, when linked with a southern e~ension of the 'Alaska 'Railroad. Such a 
system' would provide an~ll-raii.fre1ght serVice' w:(th -any-pOint, oD. the continental 
rail network. '- , '" '" 

Preliminary studies demonstrate that ~ev"erii.ies from exi'sting freight traffic 
will nearly_ meet the' operating costs of:a 298 mile extension of the Alaska Railroad 
to the, Yukon border. Approximately i50;'OOOtons' annually," or abOut 20 percerit of , 
inbound' tonnages to' the Alaska Rail Belt'might b,e susceptible tLo'-~ll-rai,l Shipment. 
Under favorable"tarrifs, shipp-ers would lie iriclined to specifY such an.,all-rail -
movement to Alaska. Competitive all-rail freight rates between Pacific Coast 
cities and interior Alaska points such as Fairbanks, plus in-transit privileges 1n 
those ci~1es should not only generate additional tonnages, but should also tend to 
reduce costs of delivering goods to Alaska. The continued growth of Alaska, plus 

!I $3 million difference with Battelle report results from Alaska Highway 
paving north of Charlie lake completed in 1960. 
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the development of new resources, will tend to reduce or eliminate any operating 
deficits on the Alaska Railroad extension. 

The capital re,quired for the construction of an ARR extension would have to 
be provided by funds to be appropriated by the U. S. Congress. Based on $300,000 
per mile average costs, $89.4 million would have to be invested. Capital recovery 
would accrue to Alaska and the federal Treasury as appreciation of public domain 
(99 percent public 9wned) through creation of tax producing income and the value 
of lands and industrial properties to be served by the railroad. 

It is recognized that such an all-rail land link may cause serious disruption 
of waterborne traffic patterns The importance of continuing adequate water car
rier service, particularly to ports not otherwise served, must not be disregarded. 
Accordingly, any decision,by the Congress to extend the Alaska Railroad should be 
coupled with a program looking towards a solution of the waterborne transportation 
problem. Because of geographical reasons, this study might well be made jointly 
with the Canadians, and should be timed so as to permit a satisfactory transitfon 
when the rail link is completed. 

h. State and Province Sovereignty. Care to avoid infringement of the sov
ereignty of Alaska and the Canadian Provinces has precluded consideration of intra
state or intra-provincial transport systems, except as they are part of interstate 
interprovincial or international arteries, and then only with due deference to 
facilities which are under construction or have been planned. The Commission con
cludes that three projects fall into this category, in addition to intra-state and 
intra-provincial systems; the Cassiar-Stewart Highway Project, the Southeastern 
Alaska Ferry System and the Pacific Northern Railway. 

i. Military and Civil Defense Aspects. While the Department of Defense 
stated that existing transportation facilities, including rail, " •.• are adequate 
to support foreseeable military requirements ••• ", the Department indicates that 
additional rail and highway facilities are desirabl~ and that an additional rail 
route would "... have a military significance .•• Lan~f... would offer an addi tion
al land line of communications to tidewater Alaska, ••• 11 Th,e Office of Civil and 
Defense Mobilization ,attaches considerable significance to this viewpoint. 

Having considered these views and other factors, the Commission concludes that 
additional military and civil defense benefits will be derived from a rail connect
ion between the Alaska Railroad and the continental network. 

j. Alphalt-Surface-Treatment. Penetration-type asphalt surfacing of high~ 
ways with low traffic density and in areas within the permafrost zone has proven 
less costly' than hot-mix asphaltic concrete. Due to changing thermal conditions 
in the area, highway surfaces become distorted and require frequent reconstruction. 
This procedure is economically justified with the lighter, less costly surface 
treatments. For this reason, the Commission has adopted the recommendations of 
Battelle that asphalt-surface-treatment type hardsurfacing be adopted for the co
ordinated highway system until such time as traffic density requires higher type 
and costlier pavement. 
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k. Summary of Costs. 

Total Cost Estimates, Coordinated Highway and Rail Network 

Hazelton-Atlin-Alaska Border Highway 
Haines Cut-Off Highway Relocation 
Petersburg Feeder Highway 

$88,128,800 
16,500,000 
23,784,900 
37,600,000 
70,500,000 ?J 

Juneau Feeder Highway, Including Taku Inlet Ferry 
Alaska Highway Hardsurfacing 

$236,513,700 7J. / 4/ 
89,400,000 },t "::.J 

COORDINATED HIGHWAY SYSTEM TOTAL 
Alaska Railroad Extension to Yukon Border 

~/ 

HIGHWAY AND RAIL SYSI'EM TOTAL $325,913,700 

Source, Battelle report, March 15, 1961. $3 million difference from Battelle 
figure results from Alaska Highway paving north of Cbarlie Lake completed in 
1960. 
Distance and cost estimate from Smith report, Exhibit IX, Section H. 
Alaska portion 298 miles. ~stimate excludes the $250,990,000 for the Pacific 
Northern Railway within British Columbia and excludes an extension through 
Whltehorse to the Alaska border,· about ~60 miles. 

10Z43 0-61 -Vol.I-Z 
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2. RECOMMENDATIONS TO THE CONGRESS 

a. There is need for coordination of existing and fUture water, rail and 
highway transportation facilities serving the area adjacent-to the Pacific Coast 
on both sides of the United States-Canadian border, especially to assure continued 
waterborne service to Pacific ports not otherwise served.' 

b. There is need for additional rail and highway facilities, and for current 
strengthening of maritime services, for realization of the economic potential of 
the United States and Canadian regions of the North Pacific. 

c. The construction of additional rail and highway facilities is Justified 
because of economic benefits and defense needs. 

d. Because new rail and highway facilities would be largely on Canadian soil, 
and because Canadian plans for new facilities may not be integrated fUlly into this 
report, negotiations with the Government of Canada should be initiated for the pur
pose of creating a coordinated water, rail and highway development program to pro
vide economic, civil defense and military benefits to both countries. 

e. Specific projects for consideration in the negotiations with the Govern
ment of Canada should include but not be limited to the following, numbered with
out reference to priority; 

(1) An exploration of known or prospective methods for mutual benefit 
of the United States and Canada, designed to insure growth, modern
ization, efficiency and stability of the Merchant Marine, which has 
long been, and will continue to be, an essential transportation mode 
for this region. 

(2) Establishment of all-rail service between the Alaska Railroad and 
the Canadian-U. S. continental rail network, by the extension of 
the Alaska Railroad from Rex to the Yukon border, to connect with 
Canadian railways through British Columbia and the Yukon. 

(3) Construction andhardsurfacing a Hazelton-Atlin-Alaska Boundary 
Highway utilizing 194 miles of the Stewart-Cassiar Highway Project 
now under construction, to shorten the highway distance between 
the Seattle-Vancouver area and the Yukon Territory and Alaska. 

(4) Construction of hardsurfaced feeder highways from the Hazelton
Atlin-Alaska Border Highway to the Alaskan port cities of Petersburg
Wrangell and Juneau, to be served by the Southeastern Alaska-British 
Columbia Ferry System. 

(5) Relocation of a portion of the Haines Cut-off Highway through the 
mountain passes, in order that it could be kept open during the 
winter season to provide a year-round northern connection for the 
ferry service and hardsurfacing the highway. 

(6) Upgrading, minor relocation and line improvements of the Alaska 
Highway from the present paving, 790 miles to a Junction with the 
Hazelton-Atlin-Alaska Border Highway at Jakes Corner and asphalt
surface-treatment of the entire distance. 
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f. The Congress should express its desire that the Department of &bote, 
assisted as appropriate by other agencies of the Government, undertake negotia
tions with the Government of Canada leading to the achievement of the objectives 
set forth in this report. 

_ g. The Congress should express its desire that the Department of Cammerce 
c:c:;tA.bl:1sh B. technical staff in the office of the Under Secretary of Cammerce for 
Tran::>portation to be responsible, insofar as possible under existing statutes, for 
carry~ng ~ut the economic and 8dm1nistrative policy actions necessary to implement 
programs and projects resulting fram the recammendations of this Cammission. This 
will include, but not be limited to, continuing economic research, preparation of 
necessary legislation and such interagency coordination as required. 

3. VIEWS OF INDIVIDUAL MEMBERS 

a. Dissenting Views of Representative Thomas M. Pelly 

I must register dissent from the recammendations of the Cammission adopted 
at the meeting of May 3, 1961. 

In this connection, I wish to record my views strongly opposing the expen
diture of public funds to construct an extension of the Government-owned Alaska 
Railroad to the Alaska-Canada border. 

Rather, I support the conclusions of the Battelle:Memorial Institute, arrived 
at-after'careful lengthy 'study for the Commission, infavor of a 'system of high
ways in Alaska connecting with tidewater. 

The recommending of a rail link by the Cammission was arrived at without due 
and proper study of the adverse effect of Government-owned railroad competition on 
other forms of privately~owned transportation. ' 

Also, and of even greater concern to me, would be the adverse effect of a rail 
extension on Alaska's coastal communities and areas outside of the so-called rail 
belt, which stand tO,suffer diminished or complete loss of scheduled steamship 
service. 

Inmyoplnion the nature and extent of this adverse e,ffect should be an8.lyzed 
before m8Jd.ng ,a recommendation favoririg an extension of the Government railroad 
which the Battelle Report has ,said was not economically feasible. 

Therefore, pending such further study" I ~ compelled to disagree with the 
recommendation for negotiation w:1;th Canada. and likewfse -setting up a technical 
staff to 'implement this report. ' 

b. Views, of Chairman Warren G. Magnuson, USS 

I am inclined ,to give 'weight to Congressman Pelly's iridividua.l views relating 
to the extension of the Government-owned Alaska Railroad to the Canadian border. 
I feel that' a railway connection between the Alaska Railroad and the continental 
rail network will be accomplished ultimately and that a rail link is essential 
for the comp~ehensiye development of Pacific-North American transportation. 

However, I do agree with Mr. Pelly to the extent that the recommendations in 
the Battelle report which favor an integrated system of higbways connecting with 
tidewater should have priority in our efforts to reach our ultimate goal. 
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SECTION B 

CHRONOLOGY OF STUDIES 

Residents on both sides of the United States-Canadian border have recognized, 
for many years, the need for rail and/or highway facilities connecting the rail 
and highway networks across Northwestern Canada to Alaska. Studies have been 
conducted by both governments since 1932, and efforts to establish 0verland com
munications date back to the middle of the Nineteenth Century. 

1. 1849 - GILPnl PLAN 

William Gilpin, later to become Governor of Colorado, first envisioned a 
railroad to Alaska following the Rocky Mountain Trench and thence across the 
Bering Straits through Siberia to connect with the Asiatic and European rail net
works. His plan was first recorded in speeches made in 1849 followed by a more 
comprehensive plan fqr world-wide coverage of most of the continents of the world, 
published in 1890. ~ 

In 1896, one Harry DeWindt attempted the location of a route from New York 
to Paris, but failed in his endeavor to obtain native guides and equipment to 
take him westward along the polar shores of eastern Siberia. A second attempt, 
in 1901, was successful. Even at this early time, the question of economic feasi
bility of such a railroad loomed larger in the minds of would-be promoters than 
the engineering difficulties. 

DeWindt's book on his travels states in part: 

"All things considered, I cannot see what object would be gained by 
the construction (at present) of a Franco-American railway. That the 
latter will one day connect Paris and New York I have little doubt, 
for where gold exists, the rail must surely follow and there can be 
no reasonable doubt regarding the boundless wealth and ultimate pros
perity of those great countries of the future; Siberia and Alaska. 
Most certainly it would be possible with unlimited capital, for this 
stupendous engineering feat would assuredly entail an expenditure 
(on the Siberian side alone and not including a Bering Straits tunnel) 
of fifty to sixty millions sterling. It seems to me that the question 
is not so much 'Can the line be laid?' as 'Would it pay,?" 

Little benefit resulted from this survey, except continued interest on the 
part of both U. S. and Canadian citizens looking towards a land link with the 
then Territory of Alaska. 

Some writer.6 have claimed that the late E. H. Harriman made an expedition 
to Alaska in 1899 to determine the feasibility of rail connections with the 
forty-eight United States. The facts seem to be that he organized a cruise on 
one of his own vessels as a rest cure. Members of his family and a party of 
fifty leading scientists accompanied him to the Seal Islands (now Pribilofs) 
and to the Northwest. Results of this cruise are recorded in a series of ten 
volumes, the plates for which are in the posseSSion of the Smithsonian Institu
tion in Washington. 

The Cosmopolitan Railway, Compacting and Fusing Together all the World's 
Continents", Governor William Gilpin, 1890 
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2. 1886 - SENATE BILL TO STUDY ROUTE TO RUSSIA AND JAPAN 

The first official recognition of the need for transport to the Arctic was 
a Senate bill, passed on April 19, 1886, to study an overland and commercial 
route between the United States, Russia and Japan. The report was to include 
the results of a survey on the possibility of a branch line from this route to 
Sitka, then capital of the Territory. 

Major J. W. Powell, the Chief of the United States Geological Survey, made 
a fUll report, suggesting three different routes from Montana to the Bering 
straits, each from a different starting point on the Northern Pacific Railway. 
His information was based mainly upon Western Union Telegraph and old Hudson's 
Bay maps. The route followed the Peace, Yukon and Tanana Rivers to the Bering 
Straits. The branch line to Sitka was reported impracticable, but one was sug
gested from the Peace River to Wrangell via the Iskut and Stikine Rivers, a 
portion of which is recommended in the Battelle report. 

Major Powell concluded, "The Director does not feel called upon to express 
any opinion as to the wisdom of constructing the railway under consideration." 
The report was filed and promptly forgotten. 

3. 1933 - UNITED STATES COMMISSION TO STUDY PROPOSED HIGHWAY TO ALASKA 

P. L. 228, 7lst Congress, approved May 15, 1930, authorized'appointment of 
a commission to cooperate with representatives of Canada in construction of a 
highway to connect the northwestern part of the United States with British Colum
bia, Yukon Territory and Alaska. The report of the Commission, submitted to the 
President on May 1, 1933, has been printed as Publication No. 474, Department of 
State Conference Series No. 14. 

The Commission listed six benefits to be gained from the project from the 
American point of view: (a) the development of Alaska as a result of highway 
accessibility; (b) a contribution to the welfare of Americans living in Alaska 
through physical connection with the continental highway system; (c) the open
ing of new country giving opportunity for settlement and investment of capital. 
and employment; (d) the connection of the Alaska highway network with that of 
the continental United States, providing anew and valuable area for exploration, 
recreation.arid business; (e) assistance in air commerce "along the most practic
able flying route to the interior of the territory and to Asia"; and (f) the 
promotion of friendly relations between citizens of the United states and Canada. 

The Commission proposed a route from Hazelton, British Columbia northwest
ward through Atlin, B. C., Whitehorse and Dawson, Yukon Territory to Fairbanks, 
Alaska. TOe line suggested was generally developed over low divides, lightly 
timbered or partly open country'and sufficiently toward the east to take advan
tage of light rainfal~, dry ground and open valleys. The Commission studied 
various possible locations following the general route to Whitehorse as well 
as alternates between Whitehorse and Fairbanks. 

The Commission concluded that such a highway was a feasible project and 
could be built at a reasonable cost. Assuming the road to begin at Seattle, 
Washington and to end at Fairbanks, Alaska, the total length would be 2,256 miles, 
of which approximately 1,073 miles was in existence. "Stage-construction" was 
recommended, with subsequent improvements to be made as traffic required. (See 
location map at the end of this section.) 
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4. 1940 - ALASKAN INTERNATIONAL HIGHWAY COMMISSION 

An Act of Congress, approved May 31, 1938, established the Alaskan Inter
national Highway Commission. This commission, again, was to study highway routes 
to Alaska from the Pacific Northwest region of the United States .. The Canadian. 
Government appointed a similar commission. The report of the'Alaskan: International 
Highway Commission was published in April 1949 as House Document No. 711, 76th 
Congress, 3rdSession. 

The conclusions of the Alaskan International Highway Commission wer~ not 
greatly different from those of the· group which reported in 1933. The possibility 
of two dis~lnct routes, however, was advanced. 

Route A is essentially the same route recommended as a result·of the 1933 
study..Route B follows the more easterly Rocky Mountain Trench. This is one of 
the great natural inter-mountain troughs of North America and was u~ed' in 1865 
when the Western Union Telegraph Company began surveys and construction of a tele
gr~ph line to Asia and Europe. Later, it was considered as a route for a,Pro
posed railroad from the .United States to. Alaska. 

With respect to the advantages of the two routes, the 1940 report states: 

"The United States Commission favors route A from Prince George via 
Hazelton or Stuart Lake to Whitehorse and thence, via Kluane Lake and 
the Upper Tanana River to Fairbanks for the reasons: a. It permits 
shorter branch roads being built as possible highway outlets to towns 
along the coast of southeastern Alaska •. ·b. It is more scenic, partic
ularly near the Atlin.Lakes and along the north: shore ,of the St.' Elias 
Range. c. It would aid in the mining development along the Uppe~ Tanana 
River in Alaska. d. A road could be constructed from the Tanana River 
northwest to Dawson, thereby giving Dawson access to the highway and 
aid .in the mining development of the fortymile region in Alaska. 

"The Canadian Commission'advances certain advantages, of the. eastern 
route {route B} ;from ~ince George via Sifton Pass and FrancesLake 
to Dawson, Yukon Territory, as follows: e. It is a shorter distance 
to Dawson. f. It has fewer and lower passes than on route A. g. It 
is easier to construct, thereby costing less. h. It would afford a 
route into Dawson entirely within Canadian territory. 

5 • 1942 - RAILROAD STUDIES 

The U. S. ~ Corps of Engineers, in 1941-42, surveyed a route for a mili
tary railroad from Prince George, British Columbia following the Rocky Mountain 
Trench - Ross River - Fort Selkirk route to Rex, Alaska, on the Alaska Railroad 
south of Fairbanks. The report stated that a railroad using this route was fea
sible and would require. an investment of $112 million.. The survey cost approxi
mately $1,500,000, which figure may not have included pay and allowances of Army 
military personnel utilized on the project. 

Because of the. scarcity of steel and other materials, due to the war effort, 
specifications were relatively low as compared to commercial standards. Steel 
rails were specified in weights of 60 pounds to the yard or higher, depending 
upon what might be available. Ties and trestles were to be hewn from native 
timber close to the right-of-way. Freight depots, transit sheds and other build
ings were to minimum standards. Passing sidings were spaced every 10 miles. 
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Improvement of the military situation 1n the Aleutian Islands and in the 
Pac1fic area, and the decision to construct the Alaska Highway, led to the aban
donment of this project. 

6. 1942 - ALASKA HIGHWAY CONSTRUCTION 

The· involvement of the United States in World War II and·the critical mili
tary situation in the Pacific area led to the decision to build the "Alaska High
way" across Canada to Alaska. For t he most part, the Alaska Highway followed 
neither route proposed as a result of the 1933 and 1940 stUdies. Instead, it 
followed a system of airfields strung along a route surVeyed in 1935 by the 
Canadian Department of Transport and chosen as the practicable flying route to 
the Yukon. 

On February 26, 1942, the Permanent J01nt Board on Defense recommended that 
the highway be built, based on the following three major considerations: (a) 
the need for a traffic artery serviceable for year-round movement of through 
freight to Alaska by truck, (b) the need for a supply route for the airports and 
(c) the ne.ed for a highway as a ground guide for flyers .on the Alaska run. 

Construction of the Alaska Highway has removed some of the questions as to 
the best location of the northwestern end of the proposed highways which had been 
considered by the 1933 and 1940 commissions. The main body of the highway is, 
hdwever, located toc far to the east to provide the direct benefits to western 
British Columbia and the Pacific Northwest which were of concern to. the earlier 
commissions. Neither does it permit construction of relatively short feeder roads 
to serve coastal cities. 

7. 194 3 - THE NORTH PACIFIC PLANNING PROJECT 

Both the United States and Canada have sponsored studies involving natural 
resource development as it relates to transportation needs and the economy of 
the region. Since the Canadian portion of Northwest North America is the larger, 
the resources studied were more extensive on the Canadian side than in Alaska. 
Studies conducted by United States commissions were directed more specifically 
toward the engineering feasibility rather than toward economic development. 

World War II developments in northwest Canada and Alaska had significance 
reaching .beyondimmediate defense interests. After consideration by the joint 
economic committees organized by Canada and the United States, the two countries, 
in Janu~ 19~3, decided to sponsor a joint study designated as the North Pacific 
Planning ProJect. The first objective was to carry out a careful inventory of 
the natural resources of the region and to assess their potentialities in the 
fUture development of the'northwest coastal section of North America. 

FollOWing the great improvemerit in the military situation in the Pacific in 
1944, the United States withdrew from the project. The Canadian group, however, 
not only" continued the study, but enlarged the area under consideration to about 
one million square lniles. The results of this study were.published·in· a document 
titled "Canada's New Northwest", which is a condensation in" narrative form of the 
work of the Canadian section on this project. The economic data contained in this 
report has been of considerable value to Battelle and.to the Commission in its 
study of resources and transportation. 

In comm~nting on the Alaska Highway, the report noted that it establiShed 
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the first overland facility to Haines and Central Alaska and served the chain of 
airports to establish the airpath from the heart of America to cities in Soviet 
Russia, the Orient and India. It concluded that there was no question of its 
abandonment, either from the point of economy or expediency. 

The report commented that construction of substantial means of land transport 
to Alaska seemed inevitable. It stated, first, that a permanent hard-surfaced 
highway is more expensive to construct and maintain than a railway line and, sec
ond, that a railway, of prime interest to the United States for both defense and 
development of Alaska, would be vastly more important in the economic development 
of northern British Columbia and the Yukon Territory than any highway system. 
This opinion was based on the reasoning that a railway would give improved access 
to some of the most promising mineral territory in western Canada. 

Since the date of that report, the Pacific Great Eastern Railway has been ex
tended north 320 miles to Dawson Creek and Fort St. John on the Alaska Highway and 
to a connection with the Northern Alberta Railroad at Dawson Creek. The principal 
tonnages being hauled by this extension are timber, agricultural products, fertil
izers and sulphur, a by-product of the natural gas wells in that area. Little, 
if any, minerals are available adjacent to this northern railway extension. 

B. 1950 - JOINT COMMITTEE, PUBLIC LAW 391, BIST CONGRESS 

In 1949, the Congress enacted Public Law 391, Blst Congress, 1st Session, ap
proved October 26, 1949. The Act authorized the President to negotiate and enter 
into an agreement with Canada for an economic survey of a railroad from the vicin
ity of Prince George to a connection with the Alaska Railroad, together with con
struction plans, cost estimates and plans for financing the construction and oper
ation of the proposed railroad. 

The following is a brief chronology of the action which took place under 
authority of Public Law 391: 

a. December 17, 1949: The President asked the Secretaries of Interior, 
State and Defense to give him a joint recommendation as to how the law should be 
implemented. As a result, a joint committee was established representing the 
three departments, chaired by an Assistant Secretary of Interior. 

b. October 12, 1950: The Canadian Government agreed to meet with the 
American Delegation on this date. A tentative agreement was reached for a joint 
economic study of the proposed railroad, subject to concurrence of the Canadian 
Cabinet. This agreement was never approved by the Canadian Government. Instead, 
Canadian representatives persuaded the United states representatives to submit 
the question to the Permanent Joint Board on Defense. 

c. March, 1951: The Permanent Joint Board on Defense reported that: 

"Sufficient military justification does not exist at the present time 
and under present circumstances for the construction of the proposed 
railroad to Alaska." and added that: 

"for military reasons alon~, further route surveys, economic. surveys, 
and similar investigations would not be warranted at this time." 
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d. April 1951: The Canadian Govermnent informed the United states that in 
view of the lack of military interest, a joint economic survey of t he proposed 
railroad would serve no purpose. 

e. June 1951: The President announced the .conclusion of the Secretary of 
Interior that action on Public Law 391 Should be held in abeyance until there was 
greater liklihood of securing Canadian participation. No further attempts were 
made at negotiations under the authority of Public Law 391. 

9. 1956 - ALASKA INTERNATIONAL RAIL AND HIGHWAY COMMISSION 

Senator Warren G. Magnuson of Washington, responsible for many of the bills 
relating to transportation facilities to Alaska, and chairman of two previous 
commissions, was not satisfied with the results of previous efforts and intro
duced a bill in the 83rd Congress. TWo years later, August 1, 1956, Congress 
enacted Public Law 884, establishing the Commission and authorizing funds total
ling $15,000 and two years time to accomplish its duties. Due to del.ayin the 
appointment of its members, the Commission met for the first time on July 30, 1951. 

The Commission, at its first meeting, made two basic decisions: first, that 
the economic portion of its study would be performed under contract by a research 
organization specializing in such services and hence the Commission would need 
on~ a skeleton staff; second, that neither the funds auth9rized for appropriation 
by the Congress nor the time provided for the study were adequate. As a result, 
the law was amended to provide a total authorization of $300,000 and the time was 
extended to June 1, 1961 as the deadline for submission of the final Commission 
Report to the Congress, thirty days after which all authority would be withdrawn. 

This, the final report, directed by Public Law 884 of the 84th Congress, is 
submitted herewith. 
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SECTION C 
. . 

SCOPE OF ECONOMIC STUDY AS RELATED TO TRANSPORTATION 

L EMPHASIS .. ON ECONOMICS 

The Alaska International Rail and Highway Commission is directed to make a 
thorough and compl~t,~ stugy of: ad9-itional rail and high-way transport faciH ties 
connecting the United States withCentral.Alaska, to determine; first, economic 
and. military advantages; sec.o.pd, the mo~t .fea!3ible, and: direct routes relat~ng to 
the economic., benefits to thecq~t~ne'Qtal United S.ta~es, Canada and, the. new St.ate 
of Alaska;' and, third" the mos~, feas.1bl~ fee_der ·route.s conne~ti'Qg. coastal ports 
with these· fa~llities, •. , Th~,.gommissi.on. ,i,s di:rected, t.o give particular ~ttention 
to '$e;.feasibili,\,y o(·rail and: highWJiy~"fa~ilitieB. betwe~n· the ,Nortbwest, .. Region·
of the forty-eight, ,States an~' Alask,a, .:tp report to the Congress .the r.esults ·of 
its~studies and"to, recommend rputes"and·facil~ties,determined-most feasible and 
beneficial to all concerned. 

TPe Act provides that the final report shall include estimates. of the cost 
of ~onstruction of rail and highway facil1 ties along the routes determined most 
feasible and ~eneficial by the Commis~ionJ together- with estimates of the economic 
benefits to the United States, Canada and Alaska. This provision establ1she s the 
basis for determination of a cost-benefit ratio. 

For the purpose of this report, cost-benefit ratios shall include, -but not be 
limited to: all direct and indirect costs, such a construction, maintenance, in
terest, depreciation, amortization and taxes; all direct and indirect benefits, 
such as operating and non-operating revenues, rental of rights-of-way,and tax 
benefits as related to the area's share of Gross National Product, value of lands 
and industrial properties located at or served by the facility and expenditures 
by residents or visitors to the area. 

The determination of benefits from the investment of. public funds, as is the 
case with highways (except toll roads), must be determined entirely from indirect 
benefits (except gasoline taxes and license fees). As Battelle has so aptly de
monstrated, the only benefits from hignways must be measured by increased expen
ditures by travelers from outside the region and by property, sales, excise and 
income,taxes generated by ~ese expenditures. 

The Commission avoided infringement of state and provincial sovereignty by 
considering only facilities that were interstate or international in nature. Be
cause of the location of existing faCilities, it quickly became apparent that 
most new facilities would be located on Canadian soil. It thus became desirable, 
and, in fact, imperative, that close liaison and intensive cooperation be main
tained with Canadian qfficials and citizens. 

Despite the fact that the Commission was created by the U. S. Congress, con
sists of U. S. personnel and is required to make its report to the U. S. Congress, 
excellent coordination an~ cooperation has existed with Canadian government and 
civilian officials throughout the area. While a comparable Canadian commission 
was not appointed, the Interdepartmental Committee on Pacific Coast Transportation 
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at the Canadian national level provided excellen liaison with Canada's respective 
ministers. The same thing was accomplished at the provincial level by continuing 
contacts wi~h provincial officials. 

2. COMPILATION OF RESOURCES DATA 

It was apparent that the determination of economic feasibility of additional 
transport facilities would depend upon the degree of industrial development of 
respec~ive areas. Such development would, in turn, be dependent upon the location, 
availability and extent of natural resources, the location of markets that could 
absorb such products, the competitive position of each and the community develop
ment that would support such industry. The researchers soon found that they were 
interested in both things and people. 

/ 

The Commission recognized that dozens of economic studies had been made in 
this area, that government agencies possessed \d..umes of statistics relating to 
all manne~ of resources and that commercial companies possessed detailed inform
ation supporting their plans for future development. The first chore, therefore l 

was to collect and analyze thesed~ta in relation to transport needs. 

3· ORGANIZATION AND STUDY METHODS , ' 

The scope and extent of the. proposed, economic, study as related to additional 
transportation facilities between Central Alaska and the forty-~ight continental 
Un1t~d States determined the b~sis forinvi t'ations extended toa number of the 
country's leading research organizations to conduct an economic' study of'the area. 
The submission of eighteen proposals indicated a wide variance in cqncept of what 
was requir~d. Further variation'was illust,rated by the cost esti~ates accompany
ing each proposal, whi'ch varied ~rom a lOW' of $66,000 to a high of $450,000. In 
most instances, higher cost estimates reflected detailed engineering services in 
excess of study requirements. Obviously, the limited accuracy of benefits based 
on twenty year forecasts of resource develcipment,would'justify only relatively 
broad engineering estimates of construction and operatIng c6'sts. These and budget
aryconsiderations dictated a ceiling of $150,000 available for an economic study. 

The Chairman and Vice Chairman, authorized by the Ci:m!mission to negotiate a 
contract for the ,study, selec~ed the' ,Battelle Memorial Insti -ru te cjf Columpus, 
Ohio, one of the most outstanding tes~a:rbh,';'6rganiza.tionsin ,the Ullited States. 
:sa:ttelle': is 'eminently qualif:f,ed.~: n6tqnlY"'becaus~" ft p6ssess'es on its staff 

_ , . . " .......'." I . 

specialists in almost every fi,~ld in,-which~e C9IIIIllission ,has an, inte~est, but, 
in addition, is recognized as a leader in the field of industrial technology, 
required for the proper analysis of potential indus:trial development. A nego
tiated contract for the economfc Eltudy' was exec4te'd :by the GODDIlission with Bat-
telle cin July 6, 1959. "" ' ,:', ' 

,The,EXecut~ve Director of the C~isSioJl was rtamed Contracting Officer. , His 
f'unc~ionconsiste'd 'primarily ofsu:pervisli:lgahd·'m~~ntain;i.ng liaison between the 
Battelle organization, the'members ',of the "Comm:lssion and other government agencies 
author'ized by the Act to particiPate in the study. The 'contract, required Battelle 
to submit monthly reports to Commission members, indicating progress being made 
and describing s,ervices which had been performed during the current period, with 
indications of tentative ·concl:usiorls. De'tailed provisions of the contract are 
highlighted in a fac't s¥eet ~ncluded as Exhibit ~I, Section H. 
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4 . BATTELLE REPORT TO THE COMMISSION 

Officials of the Battelle Memorial Institute submitted copies of their pre
liminary report to the Commission and presented their findings, conclusions and 
recommendations at a meeting of the Commission in Seattle, Washington on November 
11, 19.60. Representatives of selected U. S. and Canadian governm~nt agencies, 
civic and transportation associations and news media were invited to participate. 
The report received wide and favorable coverage in the press and on radio and tele
vision. Copies of the preliminary report were made available to officials and 
agencies from whom comments were requested, and to a limited number of civic and 
transport organizatiOns. Battelle made minor changes and furnished members of 
the Commission copies of their final report on March 15, 1961. 

In order that the economic and engineering data collected by the Battelle 
Memorial Institute and its sub-contractor, Brown and Root, Inc., of Houston, 
Texas, will be available to Congress and the public, the Battelle Report, with 
Supplement 1, is submitted herewith as Attachments 1 and 2 to the Commission 
Report. Frequent reference to these reports is made herein, which precludes the 
necessity of repitition of volumes of data already recorded. 

5 . THE SMITH PLAN FOR AN ALASKA - CONTINENTAL RAIL NEl'WORK 

Following the Battelle briefing on conclusions and recommendations to the 
Commission, it became apparent that insufficient attention had been devoted to 
determining the feasibility of rail connections between the Canadian-United States 
rail networks and the Alaska Railroad. Interest was intensified at that time by 
views expressed at the invitation of the Commission by Mr. D. J. Smith, General 
Manager of the Alaska Railroad. He indicated that an extension of the governmen~ 
owned line to the Yukon border might join the planned Pacific Northern Railway, 
and thereby create a rail link that would connect the Alaska Railroad to the 
Canadian network and provide the Rail Belt with direct overland connections with 
sources of supply and markets elsewhere on the continent. 

A Commission request to the Secretary of Interior that Mr. Smith present his 
views to the Commission was promptly approved. A preliminary plan was prepared 
for Commission consideration, copies of vhich were mailed directly to Commission 
members from Anchorage. The basis of the plan involved the economics of freight 
tarrifs on existing shipments of commodities originating in the trans-continental 
rate zone east of the Missouri River, to be shipped by an all-rail facility to 
Alaska. A preliminary review showed that the plan warranted further study. 

Mr. Smith was invited to present his findings and recommendations to the 
Commission in Washington on March 29, 1961. To obtain an objective analysis of 
the Smith plan to extend the Alaska Railroad to join the proposed Pacific Northern 
Railway at the Alaska-Yukon border, the Commission employed W. B. Saunders and 
Company, transport consultants of Washington, D. C. The study would analyze the 
conclusions and recommendations made by Battelle and Smith relating to the need 
for rail service to Alaska. The Commission would have expert advice on possible 
operating costs by rail and estimated rail revenues. 

The Smith submission, "Trans Canada - Alaska Railroad", and the Saunders 
report, "An Appraisal of studies on Transportation ReqUirements for Northwest 
North America", are attached as Exhibits IX and x respectively, Section H. 
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SECTION D 

RESOURCES OF THE AREA 

1. GENERAL COMMENTS 

Early in the life of the Commission, it was determined that the study author
ized by Public Law 884, ~~th Congress, as amended, would determine the location, 
availability and extent of resources, their competitive positions in world mar
kets and the liklihood of their development within the next twenty years, prior 
to a study of the transport facilities for their eXploitation. Too many of the 
previous study groups looked for the most likely route through the flattest val
ley or over the lowest divide to "open up the country", without giving a thought 
as to what the facility would transport once it was created. 

Whether a resource is marketable may depend on factors other than its ease 
of extraction, whether or not it is in plentiful supply or whether it may be a 
"romantic enterprise". Some of these factors include availability of and cost 
of labor, availability of reasonably priced power, the distance from markets and 
possibly even weather. The production of iron ore from Alaska, for example, must 
compete with abundant and rich resources elsewhere in the world, many of which 
may be operated by ample cheap labor under equable climatic conditions. 

In its study of resources in this vast region, Battelle was, of necessity, 
restricted to those resources which were known as to quality and quantity because 
limitations of time and money precluded detailed exploration. Whether or not the 
Northwest is a "vast storehouse of metals, minerals and other riches" is neither 
proven nor disproven in this report. Therefore, the conclusions and recommend
ations contained herein are limited either to known facts or on forecasts based 
upon history or trends. 

The purpose of this section is not to provide detailed information on re
sources of the area, which is adequately covered in the Battelle report. The 
following is a brief resume of the resources picture as detailed by Battelle and 
supported by the Commission. 

2. OIL AND GAS 

Northeast British Columbia, northwest Alberta and the Kenai Peninsula of 
Alaska have each proven huge reserves of natural gas and petroleum during the 
past several years. The Canadian areas are sufficiently close to continental 
markets to be connected with Canadian and U. S. consumers by pipeline. This 
advantage does not exist for Alaskan fields. 

Oil is now being transported by tanker from a short pipeline on Cook Inlet 
to Pacific Coast refineries. Large reserves of gas in the Kenai Peninsula will 
care for the needs of Anchorage and even the Fairbanks area for the foreseeable 
future, with excess available for natural gas liquefaction and shipment to areas 
both domestic and foreign, not being served by pipE;!l1nes. 

At the present rate of exploration of both areas, the next few years will 
see additional reserves developed. Exploration and production of these products 
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utilizes high pric€d labor, transporta~ion and supplies, all of which add to the 
economy. in addition, government subdivisions are enriched by oil and gas lease 
revenues. Under a unique provision of lav, Alaska is reimbursed 90 percent of 
revenues collected by the U. S. Federal Government. 

Annual production by the year 1980 has been forecast at 25 million barrels 
of crude oil and 100 billion cubic feet o~ gas in Alaska, 62 million barrels of 
oil and 213 billion cubic feet of gas in northwestern Alberta'and 50. million 
barrels of oil and 464 billion cubic feet of gas in northern British Columbia. 
Based on 1959 price levels, this adds up to a value of almost $500 million an
nually by 1980.: 

3;. . FOREsr PRODUCTS 

Due to wise conservation practices, most of the forests inAla~ka and western 
Canada·arenowbeing harvested on an aonual yield basis that will permit produc
tion at that rate for perpetuity. The world's rapidly expanding population an~ 
the demands of technology in the production of materials indicates a large in
crease in the consumption ,of all. types' of ,forest products,' not, only cut"lumber 
but plywood, pressed wood, pulp and paper., 

-.In 1959, for the first time, the prOduction of the interior forests of 
Brlti-sh Columbia exceeded that of the coastal-forests •. Practically all the lat
ter is now being harvested on a perpetual yield basis,. ,while only a portion of, 
the former is be'ing ,harvested. This industry cannot help but increase in volume 
as additional transportation is provided. Currently, the Rain Belt forests of 
SoutheasternAlask~ could provide supplies for ,three additional pulp mills, the 
development of which are lagging because of market conditions. Again, market 
demands throughout the world could improve this:situation in the foreseeable 
future. 

Unquestionably, there will be a huge increase in the tonnages of pulp. 
and lumber being shipped to market from these areas. However, the heaviesttiln
bered areas are either adj acent to t'idewater or in the relatively narrow strip 
on the southern edge of the, area under-study; Therefore, timber products will 
not be, a major item in proposed inter-state, .,inter-provincial or internationai· 
laridtransport facilities between Central .Alaska and the forty-eight continental 
U. S. states, except as these benefits increase the number of workers and the 
population generally. 

Much timber from the interior of British Columbia and Alberta now moves to 
eastern Canada and the United States by rail. As rail facilities are built fUr
ther to the north, more ,of ·the interior forest reserves will be marketable'. These 
tonnages will provide reven~es.forrail transport, as evidenced by the traffic ex
perience of the Pacific Great' Eastern extension north of Prince· George. 

Annual production of forest products in Alaska by 1980 is forecast to increase 
by over $96 Irii~Hon,requiring over 4.1000 new workers, earning $30 million annual
ly and will cause the state's population to increase by 24,000 persons. In Canada 
(British Columbia and Alberta) values ~ould increase $186 million, requiring al
most 10,000 new workers, earning $35 million and causing the population to in
crease by over 56,000. 

4. r.reI'ALS. AND MINERALS 

It is in this area that the greatest and most optimistic forecasts have been 
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made during the past 100 years. B,y the same token, concrete evidence pointing to 
fU~ure growth in this field is the most difficult to obtain. There is general 
agreement that parts of Northwest North America comprise good hunting ground for 
metals and minerals. Chances are reasonably good that further rich discoveries 
will be made. The fact remains, however, that most of the best known mineral de
posits that have a chance for commercial development, requiring the handling of 
bulky materials on new transport facilities, are located relatively close to tide
water. The very nature of the product and the competition which controls its pro
duction and sale requires that it be transported to market as ineXpensively aspos
sible. It is therefore concluded that these minerals located on or near tidewater 
would be transported by water. The Commission feels that the same might apply to 
those deposits located further inland, until and unless rail facilities were avail
able to transport these bulky cOIIDDodi ties directly to the rail network of Canada 
or the United States. 

Several iron deposits in Southeastern Alaska may be developed in the next few 
years. This would certainly assist the economy of the area and there would be side 
benefits. There would be little need, however, for a major artery, rail or high
way, to be built across Southeastern Alaska and, British Columbia to join the road 
and rail network to the south to exploit these deposits. The same general reason
ing applies to known copper deposits rich enough ,for possible development within 
the twenty year period, except at Kobuk, where a road to tidewater would be re
quired. Further developments of lead, zinc and silver properties in the Yukon 
might add to the need for internal transport. 

Annual production of metals and minerals in Alaska is forecast to increase by 
$67 million annually by 1980, requiring 2,000 more workers earning $13 million and 
causing population increases of 12,000 persons. Canada, within the area, will do 
even better, increasing production by that year by $113 million, requiring 3,000 
new workers earning $16 million and accounting for 18,000 more persons. 

5. COAL 

Huge reserves of coal exist in the area, most of which are in the northern 
p~~ of Alaska. Generally, the distances are great and shipping costs would not 
alloW competition with coal reserves elsewhere in the world. Furthermore, coal 
must compete with gas, oil and hydroelectric 'power tnroughout the area, as these 
competitive fuels are developed at relatively low cost. ' 

A demand fo~ coking coal for use in blast furnaces on the U. S. West Coast 
and in Japan has encouraged recent exploration in Alaska." The Bering River Field 
was s8mp,led .i.n 1959 to determine coking characteristiCS, but much drilling and 
developniEmt st:tll must be done to determine if general features of coal occurence 
wi+l permit prOfitable production to satisfy this demand. Shipment of coal-would 
obviously ,be' by water~c'arrier. Battelle estimates Alaska coal output may increase 
by 1 million tons annually by 1980, having a value of $10 mlll1on,requiring 400 
new workers earning $4 million and accounting for 2,400 more population.' Increases 
in the Canadian area are considered minor in natu~e and quantity. 

6. HYDROELECTRIC POWER 

The water power resources of Northwest North America are so great that de,vel
opment of just a few of the larger sites would take care of future requirements 
for many years to come. For example, the Rampart Dam on the Yukon River, now . 
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being studied by the U. S. Corps of Engineers is rated at 4.7 million kw installed 
capacity. The Peace River Power Project in British Columbia would have more than 
3 million kw capacity. The Yukon-Taiya Project, near Skagway, Alaska, utilizing 
Yukon River water from Canada would have a potential of more than I million kw. 
The total undeveloped capacity is more than 27 million kw installed capacity, 
not including sites of 2000 kw and less. . 

This power must compete with other fuels in other parts of the world, as 
well as in the area. Water power, of course, has the big advantage of being re
newable. On this basis, it is only a matter of time until the water resources 
of this vast country will be harnessed for the benefit of the area, although 
they must compete with abundant and cheap hydro and thermal power elsewhere in 
the world. 

7. FISH AND FURS 

The fishing industry, despite its difficulties, still constitutes one of the 
major assets of Northwest North America. With proper conservation practices, Bat
telle has forecast an increase of $20 million annually by 1980. This tonnage now 
moves by water from land based canneries and cold storage plants. In addition, a 
few floating canneries process the fish on board and return to their bases in the 
forty-eight States with the canned product. It is unlikely that any of this cargo 
would be transported by additional rail or highway facilities. 

The fur industry has declined and will further deteriorate as the wilderness 
country is invaded by expanding populations. Its effect on transportation needs 
is negligible. 

8. AGRICULTURE 

As population increases in the North Country, more and more land will come 
under cultivation. While weather conditions are severe, long periods of daylight, 
even in a short season, produce quick results. As local markets increase, there 
will be a material growth in this industry. It is doubtful that few, if any, 
locally grown products can compete outside the area, with the exception of grain 
crops from the extreme southern portion. Transport requirements for shipping 
agricultural products out of the area will probably be negligible. 

9. TOURISM, VISITORS TO THE AREA 

The growing importance of visitors from outside the area, both now and in 
the future, cannot be overemphasized for a number of reasons: Northwest North 
America is the last remaining frontier of the North American Continentj its 
scenery is magnificent, its wildlife is a sportsman's dream; money spent by tour
ists is at the retail level; whether for goods or services, and filterS,down 
through the entire economy. 

Because distances are great, visitors to the area are now limited because 
of inadequate and insufficient transport facilities and inadequate and insuffi
cient accomodations. A third limiting factor might be the lack of proper or
ganization to handle and promote this highly specialized trade. Tourism is a 
big business in many parts of the world, and it could become big in Northwest 
North America. 
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The Commission believes that tourism can be greatly expanded as these basic 
facility deficiencies are corrected. Batte1le forecasts almost a five-fold in
crease in expenditures by travelers of $380 million annually by 1980, which would 
support an additional 20,000 workers and result in an increase in population of 
about 125,000. 

10. RESOURCE BASED INDUsrRIES (less expenditures by travelers) 

Batte1le has forecast a population increase in Alaska of about 82,000 persons 
and increased payrolls in industries utilizing natural resources of more than 
$123 million annually by 1980, producing almost $373 million annual value· of pro
ducts in these industries. The Canadian portion of the area would account for 
increases of 126,000 persons, with added payrolls of almost $100 million annually 
by 1980, producing over $660 million worth of products annually by then. 

It can be seen, therefore, that each of these resources and the industrial 
development that is forecast will produce certain benefits to the people of Canada 
and Alaska. It is these benefits that will provide a basis for additional trans
portation facilities planned to assist in this over-all development. 

11. SUMMARY 

Total increases in population, number of workers, payroll, value of-products 
and services and the accumulated benefits to the area made by Battelle are con
sidered to be on the conservative side. Discovery of new reserves of oil, gas, 
metals and minerals could increase these forecasts substantially. The Commission 
realizes that Battelle confined its recommendations to benefits derived from known 
resources, or those which could reasonably be expected to develop by 1980. 

EsrIMATED INCREASES IN VALUES OF INDUsrRIES 
AND EXPENDITURES BY ADDITIONAL TRAVELLERS ANNUALLY BY 1980 

INCREASES 
Number of Travelers 
Annual Expenditures by 1980 
New Workers Required 
New Payrolls 
Population Increase by 1980 

Resources and Resource Based Industries (not 
Annual Increase in Value 
New Workers Required 
New Payrolls 
Population Increase by 1980 
* Plus 560,000 visitors en route to Alaska 
TorALS 
Annual Increase in Value 
New Workers Required 
New Payrolls 
Population Increase by 1980 

702.43 0 - 61 -Vol. 1- J 

ALASKA 
650,000 
$223 million 
14,000 
$87. 6 million 
87,000 

CANADA 
425,000* 
$155 million 
7,000 
$35 million 
42,000 

including expenditures by travelers) 
$370 million $660 million 
14,000 20,000 
$123 million $100 million 
82,000 126,000 

$593 million 
28,000 
$210 million 
169,000 

$815 million 
27,000 
$135 million 
168,000 
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Of the total expenditures forecast by Battelle to be spent annually by ad
ditional travelers inthe area by 1980, only those expenditures derived from 
visitors traveling by highway were calculated to contribute toward the benefits 
of the coordinated highway system recommended herein. Of the total mentioned 
above, highway travelers to Alaska are forecast to spend $146.2 million annually 
by 1980 in Alaska. Those visiting western Canada by highway, or passing through 
enroute to Alaska may spend an additional $131.6 million per year in Canada by 
that time. 

From the preceeding analysis, it is readily apparent that the benefits -
taxes based on increased income, payrolls and population increases -- from de
velopment of resources and resource based industries'exceeds those resulting from 
increased tourism. 

A complete analysis of these forecasts, a computation of a cost/benefit ratio 
between initial investments required for improved or additional transport facil
ities and returns expressed in taxes resulting from increased values in the area, 
are contained in Section G. 
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SECTION E 

MIUTARY AND CIVILIAN DEFENSE 

Military requirements for adequate transport facilities were a major factor 
in the construction and improvement of both railroads and highways within and to 
Alaska during the past several decades. The Act establishing the Alaska Railroad 
states in part: If ••• to provide transportation of coal for the Army and the Navy, 
•.. of troops and arms, munitions of war, the mails, and for other governmental 
and public uses .•• " At the specific request of the military departments, the 
Alaska Railroad rehabilitation program following World War II included the Portage
Seward portion to proyide an alternate ice-free military port in addition to the 
installation at Whittier. 

Simultaneously, the need for all-weather dust-free highways connecting defense 
bases near Anchorage and Fairbanks hastened their hardsurfacing, made possible with 
defense-supportedannual appropriations for highway construction by the Alaska Road 
Commission. As 'a result, the primary highway system of CentI'al Alaska and the 
Alaska Highway to, the Yukon border is asphalt surfaced. 

Public Law 884 ,84th Congress, assigned spec::i fic . responsibilities for making 
"a thorough and complete study of the economic and military advantages of"addition
al highway and rail transportation facilities connecting continental United States 
with Central Alaska." (underscoring supplied) In performing these duties, the Com
mission provided a copy of the Battelle preliminary report to the Secretary of De
fense and requested a current military evaluation of exl;sting transportation facil
ities between Alaska and the forty-eight continental states. A similar request was 
made to the DireGtor, Office of Civil and Defense Mobilization,relating to civil 
defense needs. ~ 

The requests to military and civil defense agencies: solicited views on adequa
cy of existing transport facilities to support mobilization and war plans; if not 
adequate, the extent to which they are deficient; whether military vulnerability 
due to lack of of additional routes constitutes a military risk; and whether the 
application CIf t,he Battelle recommendation ,for, an ,integrated highway system for' 
tourists would constitute a military advantage. Both agencies were infonmed that 
the Commission was studying the "Smith" plan Y toextend'the Alaska,Railroad:to, 
the Yukon border, to connect with a Canadian rail 11nk to the continental rail net
work to the south. 

1. MILITARY DEFENSE EVALUATION, 

In S, response to th;e Chairman's request,1i the Department of Defense states 
that "Existing transport"ation,facil1ties,including ratl, 'highway,sea and air, are 
adequate to support foreseeable military requirements •• ~while" additional rail and 
highway facilities between-the forty-eight States and Alaska are 'desirable "from 'an 
economic and military standpoint,' they are not required for the support of present 
or projected plans." 

The letter}} continues, "The Battelle study recormnendations pertaining to 

~ See Exhibits VII and VIII, Section H 
~3/ I See Exhibit IX, Section H 
~ See Exhibit VII, Section H 
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rail and highway improvements and eKtensions have a military significance even 
though existing facilities meet current and foreseeable military requirements. 41 
The recommended rail link between Fairbanks, Alaska and Dawson Creek, B. C. (sic) :J 
would offer an additional land line of communications to tidewater Alaska sup
plementing the existing land, sea and air routes which meet military requirements." 

In commenting on the need for additional transportation requirements for 
Alaska in a letter to the Secretary of Interior dated November 19, 1948, Lieuten
ant General N. ·F. Twining, USAF, then Commanding General of the Alaska Command, 
stated in part: 

"Since much of the present high cost of construction can be traced to 
high transportation costs and long delays in shipping, improvement of 
means of transportation and reduction in transportation costs is also 
vitally necessary. Improvement in the internal highway net in the Central 
Alaska area is desirable from both the civil and purely military stand
point. The provision of an alternate land line of communication to the 
United States is a vital matter. The blockade of Alaska, occasioned by 
the current shipping strike, merely hints at the disaster which would 
strike Alaska in the event the lines of communication were interrupted 
during the period of an emergency. Although improvement of the Alaska 
Highway would provide an emergency land line of communication, the only 
sure tonnage link with the states is the construction of the proposed 
Alaska-United States rail line down the intermountain trough. Such a 
railroad would open up for development new areas presently inaccessible 
because of the lack of transportation both in Alaska and in Canada." 

The Commission believes that General Twining's views are applicable to pre
sent conditions. The fact that current Canadian plans for the development of the 
Peace River Power Project would require a partial re-routing of the railroad does 
not materially affect the over-all picture. 

In 1958, the United States Army Transportation Corps estimated the military 
capabilities of the Alaska Highway to accomodate civilian and military shipments 
in case emergency conditions precluded use of sea lanes to Central Alaska. While 
present capacity of the highway through British Columbia and the Yukon is adequate 
to handle existing traffic averaging about 13,000 tons annually, this tonnage 
would increase substantially under mobilization or war conditions. 

Civilian and military waterborne traffic to and from Central Alaska totals 
approximately 1,300,000 short tons annually. If emergency conditions precluded 
use of ocean shipping to supply Central Alaska, the Alaska Highway would be re
quired to accomodate an increase of 3,600 tons of cargo daily. Transportation 
Corps estimates indicate that if average daily gross tonnage over the unpaved 
portion of the Alaska Highway would exceed 2,000 tons, maintenance costs would be 
excessive. Due to alternate freezing and thawing during Spring months, this cap
acity would6Qe re~uced to little over ~OO tons daily ~I A r~view of engineering 
literature ~ ind1cates emergency requ1rements represent veh1cle volumes consider
ably in excess of current practice on limited type roads in the United States. 

~I 

51 
"§J 

The proposed Pacific Northern Railway would terminate at Summit Lake, instead 
of at Dawson Creek, B. C. 
See map, Military Capabilities of Alaska Highways, Page E-4 
See Estimated Highway Freight Tonnages, 1957, and Reference List, Page E-5 
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2. CIVIL DEFENSE CONSIDERATIONS 

Despite the view that existing transportation facilities can SUPp07~ mobil
ization plans, the letter from the Director, OCDM, dated March 6, 1961 ~ points 
out serious deficiencies which might result from: 

a. Inability of existing highways to absorb traffic loads diverted from 
sea lanes made inoperative due to submarine attack; 

b. High consumption of fuel and manpower for truck movement of freight; 

c. Lack of suitable links with the industrial heart of Canada and the United 
States; and 

d. Dependence upon a single mode of transportation under emergency 
conditions. 

OCDM believes that " ••• additional highway connections, if otherwise econom
ically justified, would provide marginal benefits for meeting mobilization defi
ciencies; Recommended highway improvements ••• are desirable for the mobiliz
ation potential of increasing access to and mobility within the region." Even 
based on a 40 percent cutback of wartime cargo resulting from possible nuclear 
attack and further diversion of only 40 percent from oceanborne to overland trans
port due to submarine interdiction, OCDM estimates that land facilities would have 
to absorb at least 500,000 tons additional traffic annually. This averages about 
1,400 tons daily, considerably in excess of estimated military capability of the 
Alaska Highway during the spring months. 

OCDM supports the Commission view that a rail connection between the Alaska 
Railroad and the continental rail network would provide substantial military and 
civil defense benefits. Such a link would provide an alternate capacity which 
would conserve the nation's manpower and fuel resources, both of which may become 
severely taxed in case of limited war, mobilization or mass attack on North America. 
OCDM estimates that rail movement of 500,000 tons of freight would require approxi
mately 3 million gallons of fuel and 10,000 man-days of effort, as compared to 10 
million gallons of fuel and 150,000 man-days of effort if this traffic moved by 
motor truck. 

3. SUMMARY OF COMMISSION VIEWS ON DEFENSE ASPECl'S 

Despite the views of the Secretary of Defense that present transportation is 
adequate to support foreseeable military requirements, the Commission believes: 

a. That SUbstantial benefits would accrue to military and civil defense 
agencies and to the public from improved and additional rail and highway facilities 
to Alaska; 

b. That it is unrealistic to depend upon the single link of the unimproved 
Alaska Highway to provide the only alternate to oceanborne commerce, subject to 
interruption during periods of emergency; and 

c. That rail facilities connecting the Alaska Railroad with the continental 
rail network would effect economies which might lead to lower costs of military 
supplies and services in Alaska. 

11 Letter from OCDM, Exhibit VIII, Section H 
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MILITAR1 
HIGHWAY CAPABILITIES 

IN SHORT TONS PER MONTH 
.JLJ:N-NOV MAR-MAY ' . DEe-FEE 
145,000 145,000 160,00C 
270,000 235,000 340,00(, 

- 180,000 150,000 200, ooe J:f 
200,000 170,000 200,00C 
180,000 150,000 160,00c 
45,000 10,000 45,000 

F 40,000 10,000 closed 
150,000 125,000 150,000 

_ ___ ~----:-::::-_ Source: U. S. Trans . Corps 1958 
156- 15 2- ''''''t::!o 
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ESTIMATED HIGHWAY FREIGHT TONNAGE, C. Y. 195 7, BY SECTORS 
(Furnished by Consolidated Freigntways, 1958) 
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SECTION F 

PRESENT, PLANNED AND RECOMMENDED TRANSPORT FACILITIES 

Northwest North America is currently served, in varying degrees, by all forms 
of transport. Its extent and adequacy, however, vary widely, partly because of 
geographical limitations, but more importantly because of lack of demand due to 
extremely limited population. This is most significant in attempting to determine 
the economic feasibility of additional or improved transport facilities. 

Only in the case of air transportation is there a connected network of facil
ities available in Northwest North America and, even in this instance, service be
tween Canada and Alaska in both directions is limited. Despite the geographical 
unity of Alaska and western Canada, their highway and rail transport systems are 
joined only by the tenuous link of the Alaska Highway, plus some limited rail-water 
facilities between Prince Rupert and Southeastern Alaska. Because of the respect
ive coastal shipping laws of the two countries, even their water transportation 
systems are separate. For all practical transport considerations, the two areas 
are basically separate units. 

The main consideration behind efforts to improve transportation to the forty
ninth State is to reduce its cost. During recent years, this effort has resulted 
in a number of changes, some of which have been experimental. One which has been 
highly successful in the Pacific Northwest trade, proportionately greater than 
elsewhere, is containerization. Carriers have developed facilities to handle up 
to twenty-four foot steel containers, which may be lifted from ship or barge to 
dock, flatcar or trailer truck. Even small containers, which may be handled by 
fork lift trucks, have proven economical for smaller shipments. Some of these 
are collapsible in order to occupy minimum space on the return trip. 

Another alternative to h~ transport costs may be the establishment of 
through rail facilities connecting the Alaska Railroad with the Canadian-U. S. 
rail network. Closely allied with such a development is the establishment of 
ocean-going barge service with equipment for handling lift-on, lift-off contain
ers, including loaded boxcars. This trend is duscussed fully in the following 
sub-section. 

1. OCEANBORNE COMMERCE 

Ocean transport has been of primary importance to Alaska from the earliest 
days of record. Alaska receives regular service from U. S. cargo carriers, at 
one, two and three week "intervals to Pacific ports and, during the open season, 
to ports along the Bering Sea and north of the Arctic Circle. In 1958, incoming 
waterborne cargo, including U. S. military shipments, totalled a little more than 
1,500,000 short tons, approximately half of which was tanker fuels. Outgoing 
cargoes, including 150,000 tons of pulp from Ketchikan, totalled little more than 
500,000 tons. 

up to the present time, most waterborne commerce has been carried by regular 
cargo ships. During recent years, however, there has been a growth in barge 
service, which appears to provide certain economies, primarily due to lower lab or 
cost and more flexibility in the use of smaller vessels. A crew of 48 men is re
quired on Liberty ships, while a 2,000 horsepower tow boat with a crew 
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of 12, under favorable conditions, can tow two 4,000 ton barges in tandem. 

Train-ship or rail-barge service from U. S. and Canadian ports to Alaska 
may be a means of reducing transportation costs. Several years ago, the Alaska 
Steamship Company made an exhaustive study of the feasibility of establishing 
sea-train or train-ship service, but found that high costs indicated that the 
service did not appear to be economically feasible. In addition. to the high 
cost of constructing and operating such vessels, shore installations would be 
equally elaborate and expensive, especially in Cook Inlet, because of extremely 
high tides. 

However, the two pulp mills in Alaska, at Ketchikan and Sitka; have succes
sfully utilized contract carriers providing rail-barge service to and from the 
mills. It is rumored that plans for an extension of barge service connecting 
the forty-eight States and Canadian Pacific ports with Alaska ports will soon 
be announced. It is reported that this service may include facilities to handle 
not only containers of all sizes, but would include rail cars as well. It is 
not known whether this would be the roll-on, ·roll-off variety or whether the 
rail cars would be lifted on and off by crane. 

Only four Alaska ports provide connections to existing rail systems, namely 
Seward, Whittier and Anchorage to the Alaska Railroad and Skagway to the White 
Pass and Yukon Route. The latter would be ineffective unless the narrow-gauge 
line were changed to standard-gauge track. 

The City of Anchorage completed construction of a new dock on Cook Inlet 
in 1960. Cargoes destined for Anchorage and for trans-shipment on the Alaska 
Railroad and by truck to Central Alaska my soon go directly to the Anchorage ~ort. 
Methods of maintaining open water in Cook Inlet during sub-zero weather are being 
explored to keep this port operational the year around. If these methods are 
successful, the port may prove to be a major competitor to the Port of Seward, 
where cargoes are now being handled by rail and truck lines trans-shipping to 
the interior. Seward has an advantage of about fifty hours shorter sailing time, 
which may offset same of the disadvantage of rail shipment to Anchorage and points 
to the north. 

The United States Army has closed the Military Port of Whittier as a peace
time military installation. The Department of Interior has expressed an inter
est in acquiring the port and operating it in connection with Alaska Railroad 
service from tidewater to interior points. The State of Alaska has indicated 
some interest in obtaining control of the port and its other facilities. Under 
either arrangement, it is understood that some military cargoes will continue to 
be received at ~fuittier for trans-shipment over the Alaska Railroad. At present, 
there is no plan to compete with the Port of Seward by routing commercial ship
ments through the Port of Whittier. 

The only planned marine facilities which are forecast at this time include 
those relating to additional and enlarged barge service between Pacific Coast 
port cities. Neither Battelle nor the Commission has studied the relative merits 
of this development. As a result, no specific action is recommended. 
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2. THE HIGHWAY NETWORK 

The Alaska primary system was relatively well established following World 
War 11. It connects Fairbanks, Anchorage, Seward and Valdez, Alaska to the Alaska 
Highway and with many intermediate points. Almost all of this network is hard
surfaced, a major portion because of military requirements. Alaska has embarked 
on an exten'si ve highway program under the Federal- Aid Highway Act and the con
struction of pioneer or access'roads tO'encourage'the development of resources 
in the interior. 'With the exception of Haines, Alaska, Southeastern Alaska 
cities ar:e not connected 'by highway to the Alaska, Canadian or U. S. networks. Y 

The highway networks of British Columbia and Alberta are relatively well 
developed north to the Prince Rupert-Prince George-Edmonton line with the Hart 
Highway extending north from Prince George to Dawson Creek, the southern terminus 
of the Alaska Highway. The primary Alberta Highways feeding toward the Alaska 
Highway are practically all hardsurfaced to the Alberta-B. C. border. Approxi
mately 150'miles of the Hart Highway remains to be realigned and hardsurfaced. 
The same applies to Highway 16, between Prince Prince George and princi B4pert. 
These sections are scheduled to be hardsurfaced by the fall of 1962. §. lJ 

The Alaska Highway, an overall distance of approximately 1,525 miles, is 
paved north from Dawson Creek to approximately Mile 82 and from the Yukon-Alaska 
border to Fairbanks. The remainder is an all-weather gravel surfaced road, ap
proximately 1,140 miles, which is well maintained by the Northwest Highway Main
tenance Establishment, a unit of the Royal Canadian Army Engineers, by agreement 
between the two governments made at the time the Alaska Highway was officially 
turned over to the Canadian Government in 1946. The Canadian portion is being 
paved at the rate of approximately 50 miles annually. 

Theliaines Cut-off, between Haines, Alaska and Haines Junction, Yukon Ter
ritory, is paved from Haines to the Canadian border. The Canadian portion is 
not kept open during the winter months, due to limited traffic and the location 
of the'right-of-way in the troughs of mountain passes subject to excessive snow
fall. The establishment of the Southeastern Alaska ferry system would result in 
sufficient traffic to require that, this section be kept open the year around. 
The relocation of 40.5 miles along theKelsall River would reduce the cost of 
winter maintenance and shorten the route by 15.7 miles. 

The B. C.Government, under the Roads to Resources Program of the ottawa 
Government, is constructing the Stewart-Cassiar Highway from Dease Lake, near 
the Cassiar asbestos mine, to Stewart, B. C., the northernmost Canadian port city 
located at the north end of Portland Canal. When completed, this highway will 
provide a 'connection from the Alaska Highway near Watson lake to tidewater at 
Stewart. Approximately 190 miles of this route follow one of the recommended 
A routes of two previous commission stUdies. 

Development roads in the Yukon and Northwest Territories include those con
necting the Alaska Highway with Ross River, Mayo and Dawson and the Mackenzie 
Highway to Great Slave lake from Grimshaw, Alberta. The Dominion Government is 
planning additional pioneer roads to develop the territories, the latest of which 
is one from' Watson Lake:, 6$· 'miles towards Ross River, thence 80 ~:i,les northeast 
to a tungsten mine a'cross the border into Northwest Territories. V 
y 
2/ 

~ 
See Exhibit Ill, Federal-Aid Highway System, Section~ 
See Exhibit IV, British Columbia Highway System, Section H 
See Exhibit V, Alberta Highway System, Section H 
See Exhibit VI, Territories Road Construction Plans, Section H 
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The Southeastern Alaska Ferry System. In 1961, the Alaska State Legislature 
authorized a bond issue of $23 million for the establishment of a Southeastern 
Alaska-Prince Rupert Marine Highway System with approach roads, which was approved 
by the voters of Alaska. The 1961 State Legislature established procedures and 
regulations for the issuance of the bonds and assigned responsibility for the 
establishment of the system to the Alaska State Department of Public Works. Up 
to $l5 million is expected to be made available for the Southeastern Alaska -B.C. 
Ferry System. 

The ferry system is designed to provide daily ferry service for passengers, 
passenger cars and trucks loaded with merchandise between Prince Rupert, British 
Columbia on the south to Haines and Skagway, Alaska on the north, with service to 
intermediate points, including Sitka on the Pacific Coast side of Baranof Island. 
There may be provision for handling containers anli vans under, plans now being 
studied by the Alaska State Highway Department. ~e major emphasis, however, is 
being placed on carrying passengers and passenger automobiles. Neither the Com
mission not Battelle made a separate study of the economic feasibility of such a 
system, nor the type of service that would best satisfy the demand. 

The or~ginal ferry proposal was studied by W. C. Gilman and Company of New 
York City,2J who made a report in 1958 to the Bureau of Public Roads in Alaska, 
at that time responsible for the construction and maintenance of the intra-Alaska 
highway system. This reporg;was reviewed and endorsed in principle by Mr. Felix 
J. Toner of Juneau, Alaska,~a consulting engineer for the then Territory of 
Alask~ and the Southeastern Alaska Conference, an 'organization of Chambers of 
Commerce interested in transportation facilities for that area. 

The Alaska State Highway Department and Alaska State officials have been 
studying various types of vessels and kinds of service which might be adequate 
for this operation. Under recent federal legislation, assistance would be avail
able under the provisions of the Federal-Aid Highway Act for the construction of 
approach roads to ferry si tea, but not for the operating facilities. .It has not 
yet been determined whether the ferry system will be operated by the State of 
Aiaska or under contract by a private concern. Discussions by state officials 
indicate that state highway funds, regularly utilized for maintenance of highways, 
may be made available to the marine highway system to augment operating revenues, 
if necessary. The estimated.cost of three ferry boats, eight terminals and financ
ing charges, totalled $16.5 million in 1959. 1961 estimates are for about $15 
million. 

British Columbia officials hive indicated that the province would provide 
ferry slip facilities at Prince Rupert, the southern terminus of the system. 
DiscusSions by Canadians have indicated an interest. in providing ferry service 

.between Prince Rupert,?r Kitimat, B. C. and Port Hardy on Vancouver Island, to 
be connected to Victoria by extension ,of the primary highway. Such a facility 
would further shorten the distance between Seattie-yancouver and Prince Rupert, 
the Y~on.and.Alaska. 

I. .. • 

The Southeastern Alaska Ferry System is considered by the Commission and 
recognized by Batte.ll~ a.s a v:i tal part of the coordinated highway system recom
mended elsewhere in this report, to encourage the development of tourism in 
Northwest North America. Based on ecoriomic data in the Gilman and Toner reports, 

~t on Routing, TeFmirials, Vessels, Schedules, Rates, TraffiC, Revenues, 
kiating Costs and Financial Feasibility of a Proposed Passenger and Vehicle 

Ferry for Southeast Alaska, W. C. Gilman and Company, September 4, 1958 
Proposed Ferry Service for Southeastern Alaska, Felix J. Toner, February 1959 
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the Commission recognizes the establishment of a marine highway connecting the 
port cities of British Columbia and Alaska as the most efficient and least ex
pensive way to provide transportation for people and things to and from the 
coastal cities, whether or not the coordinated highway system is constructed. 

A Coordinated Highway and Ferry System. The development and promotion of 
visitors to the area and substantial increases in benefits from tourists appear 
to provide the most immediate opportunity to improve economic ,conditions in the 
area. Forecasts made by Battelle for increased expenditu~~s ,Ryjvisitors, number 
of workers resulting from this activity, increased total population and increased 

;. I _.1" I I 

tax collections by various subdivisions of government are all" predicated on an 
a I", " I 

extended and improved highway and ferry system l.n Southeastern Alaska and northern 
British Columbia and on the establishment of additional and "1mproved lodging and 
entertainment facilities to handle this increased touristbusiriess. 

j ': I!i'; 

The coordinated highway-ferry system consists of the improvement and harq.,
surfacing of the Alaska Highway and the construction of a new north-south artery 
connecting Hazelton, B. C., on Highway 16, with the Alaska Highway at Jakes Corner 
via the present unimproved road to Atlin. This is the so calied "A route" which 
had been recommended by previous commissions, which'wouldafford connections to 
feeder roads through Southeastern Alaska to Petersburg and Juneau, respectively. 
The feeder highways, with Canadian Highway 16 to the south at Prince Rupert and 
the connection to the Alaska Highway via the Haines Cut-off to the north, would 
all be connected by the Southeastern Alaska ferry system and, in turn, to the 
principal cities of Southeastern Alaska. 

Approximately 87 percent of the highway system, if and when constructed, 
would be on Canadian soil. Since the Commission is unilateral, it is recognized 
that bilateral agreements would be required, not only to establish the most de
sirable system, but also to determine the basis of financing., 

The coordinated highway program, linked with the Southeastern Alaska ferry 
plan, may be divided into the following sectors, without reference to priority. 
It should be noted that the benefits forecast by Battelle are based on the con
struction and improvement of the entire system. No attempt has been made to de
lineate benefits to be derived from the respective sectors. 

The Hazelton-Atlin Highway. New construction of 266 miles of this total di&
tance would follow Route 5, designated by Brown and Root, Inc., which would con
nect with and utilize 194 miles of the Stewart-Cassiar Project. This highway, 
now under construction by British Columbia with the assistance of the Canadian 
Dominion Government, is part of the "Roads to Resources Program" recently in
stituted by the Ottawa Government for the benefit of the Canadian Provinces. This 
project would include, in addition to new construction, upgrading the existing 
road between Atlin and Jakes Corner on the Alaska Highway, bridge replacements 
and line improvements on the Alaska Highway to the Alaska-Yukon border and hard
surfacing the entire distance of 897 miles. 

Hardsurfaced highways are now available across Canada from the south and east 
to Prince George. ~ the time the Hazelton-Atlin Project would approach comple
tion, the British Columbia Government would have scheduled the hardsurfacing of 
approximately 150 miles of gravel highway on Highway 16, between Prince George 
and Hazelton, as well as a short stretch between Hazelton and Prince Rupert. It 
is possible that Highway 16 will soon be constructed and hardsurfaced east of 
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Prince George to conrlect with other paved routes to eastern Canada and central 
United States through the Province of Alberta. 

The completion of the Hazelton-Atlin link would reduce the distance from 
West Coast United States and southern British Columbia cities tothe Yukon and 
Alaska by approximately'300 miles. It would provide a route parallel to the 
Pacific Coast, far.en0ugh inland to avoid the variegated coastline, but suffi
ciently"close to conn~c.t, to coastal cities in Southeastern Alaska. This highway 
is the link which !;las b,~en studied and recommended by commissions since 1933. The 
highway would bisect, a,mineralized area, and would encourage exploration and make 
possible the deveI9:Pm;~il~ 'of these resources in areas now only accessible by air. 

'_.1 '!-

Estimated cost of 266 miles of new construction between Hazelton and the 
Stewa~;tt,-Cassiar Highway and betveen the highway near Dease Lake and Atlin; up
grading 88 miles ofiunimproved roads between Dease lake and Jakes Corner; bridge 
replacements and line improvements on 349 miles of the Alaska Highway from Jakes 
Corner to the Yukon-Alaska border, and asphalt-surface-treatment of the entire 
distance, is $88,128,800. This highway would connect the Alaska primary highway 
system, most of whi~h"il¥, hardsurfaced, to two or more connections to the hardsur
faced road network of southern Canada and the forty-eight continental States. 

"1 I' I I 

~~ Southeaste~~ Alaska-British Columbia Marine Highway. This vital link 
in the coordinated'highway-ferry system has been discussed earlier in this section. 
It should be emphasized1that the Commission recognizes the benefits of the estab
lishment of such a ferry service, along the lines recommended by the economic con
sultants and being considered by the Alaska State Highway Department. 

It should further, ibe noted that the estimated cost of the ferry system and 
the necessary appr?!,+,c;1t :~q~ds up to the maximum authorization of the bond issue of 
$23 million has not, ,been included in the estimated cost of the coordinated high
way system. The b~ri~fits; insofar as increased tourism is concerned, have been 
included in the cost-b~befit ratio discussed in Section G. The Commission feels 
that this attitude is justified since the basis on which the ferry system was 
recommended to the State of Alaska is on a self-supporting basiS, made possible 
by revenues collected! ,from passengers and shippers. 

t~ 'eJd:! \ i 11 j, 

The Haines Cut~off,Highway. Residents of Alaska have urged winter mainten
ance of the CanadiaBII~ti{r,Mon of the Haines Cut-off for some time. The establish
ment of a SoutheasterriAlaska ferry system connecting Prince Rupert and the prin-

I' I'JI') I I" 

cipal Southeastern 'Alaska"cities certainly will provide sufficient traffic to 
warrant the year around maintenance of this northern connection to the Alaska 
Highway. '.!J V,':i i :.1 : 

One of the pri~cipa!ll'difficulties in providing winter maintenance is that 
much gt..this highwaY!J:I:~rlocated in the trough of the passes over the mountains. 
Because"of heavy snowfall, it has proven extremely costly to attempt to keep the 
highway clear of snq~ii11 i7:he most logical elimination of this difficulty is the 
relocation of a sec'tiori of the highway between Milepost 23.3 and 79.5 with a 
saving of 15. 7 mile~\1I:rri, distance. 

. I n.J'x'.' 

Estimated cost of ,40.5 miles of new construction of that portion of the high
way to be relocated} lu~grading 79.5 miles of the existing highway and asphalt-sur
face-treatment of 120"m:i!]!es of new and improved highway from Milepost 23.3 to 
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Haines Junction on the Alaska Highway 1s $16,500,000. This would, in turn, con
nect with the hardsurfaced highway into the Yukon and Alaska on the north and to 
Whitehorse and British Columbian cities to the south. 

A Petersburg Feeder Highway. One of the most important· features of a feeder 
highway connecting the ferry system to th~ Hazelton-Atlin Route is.that it would 
provide.alternate routes and distances foryisitors from the. south. In addition, 
it would.provide an overlandoutiet for residents of Southeastern Alaska for high
way,travel . to either the north or to the south .• 

,'. 
A routefo;t:lowing the Stikine and Iskut Rivers to the interior'affords moder-

ate grades in relatively difficult terrain. In addition to providing a means of 
access and egress' from the·Panhandle of Alaska, ·it would.prov1de a route directly 
to tidewater for mineral and timber products that may be produced in that part of 
British Columbia. Estimated cost of 96 miles-,of new construction and asphalt
surface-treatment from Popof Creek, the·terminusof Mitkof.Highway out of.Peters
burg 8S planned.:by Alaska, would .be $23,784,900,· of which $3,687,000 would be con
struction .w:f:~hi!l_Alaska. 

A Juneau Feeder Highway.. A highway connecting- the capital of Alaska with 
North America I s highway network would contribute importantly to encouragement , 
and development of the tourist business from .outside the area~ It would pro
vide an additional alternat-e. route and distance for visitors from either the 
south, or; the north. It would provide an overland route for not only the resi
dents·of the capital city, but also for the numerous visitors and officials 
traveling there to and from the central and west~rn parts of/the. state. In 
addition, it would provide a deep water port for minerals and timber that may 
be produce~ in British Columbia adjacent to Atlin.and the lake· country of north-
western British Columbia., .. 

Estimated cost of 71 miles of new construction, including asphalt-surface
treatment on tl1e.Canadian side. pf the bord'er, is '$17,600,009 .. Gommissioner 
Downing had previouply estimated the co~t o~,the Alaskapor"ti~on, totalling 52 
miles, and the_es~ablishment of ~.ferry across T~u l;nlet.at$2Qmillion,· mak-ing 
a total of $37,600,000, all of which. .. has.been incl~ded .,in ·;the.total estimated- .. 
cost of the coordinated highway and ferry system. 

.., I 

The Alaska Highway. Realization of the full potential of highway transport
ation;in Northwest ~orth . .AmericB: requires that the. Alaska J:lighway be improved and 
hardsurfaced. This conclusion is shared by both Battelle and· the Commission and 
is based on the economic study which Battelle made to determin~ the economic bene
fits which would be provided by additional transportation facilities. 

The Alask,a:,Highway was located as a result of a military decision during 
World War .P-:. Nevertheless, Canadian authorities have never expressed a doubt as. 
to the. advi.sability of conti.nuing its maintenance. Canada is presently.hardsur
facingthe~qighway at the rate of approximately 50 miles annually. 

• : \}. ~ I 

Opini~ns ha;e been expressed that if a hardsurfaced hi'ghway'were provided 
from Hazelton into the Yukon and Alaska, Canada would soon cOrnP'Iete Highway 16, 
connecting southern Alberta and the network to the south with the British Columbia 
network at Prince. Geor-ge. In this instance, Highway 16 would lead directly to 
Hazelton and thenc.e. northward over a route which would be shorter, more scenic 
and afford -connections to coastal -cities in Canada and Alaska~ . 
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Nevertheless, the Commission believes that hardsurfacing the Alaska Highway 
between the end of the existing paving at Milepost 82 and the hardsurfacing which 
is proposed northward from Jakes Corner at Milepost 872 would be justified, not 
only because of benefits resulting from increased tourist travel, but also because 
of other substantial benefits from the numerous feeder roads adjacent to the Alaska 
Highway in northeastern British Columbia and southern Yukon Territory. Many of 
the latter are private development roads constructed by commercial organizations 
to assist in exploration 'for minerals, oil and gas. 

The Commission concludes that there is a serious need for a hardsurfaced 
connect'ion east of the Rocky Mountain Range between the heavily populated areas 
of Canada, the forty~eight continental States and the Yukon and Alaska. Further
more, a dust-free, rock-free modern highway in this area will provide an addition
al, alternate route and distance for travelers from the central portion of the 
North American Continent, and even for travelers from the Pacific Coast Area. 
P~of origin of all travelers of record up to 1959, utilizing all methods of 
transportation, are approximately half arid half ori either side of the Rocky Mount
ains. Vacationers traveling by automobile prefer to select alternate routes to 
and from a vacationland. 

It is estimated that bridge replacements, minor relocations and line improve
ments and the asphalt-surface-treatment of 790 miles of the Alaska Highway from 
Milepost 82 to Mllepost 872, at Jakes Corner, will cost $70,500,000. 

3; RAILROADS IN THE -NORTHWESl' 

The area is serveq. directly by four United States and Canadian Railroads. 
The Alaska Railroad and the White Pass and Yukon 'Route are not connected with the 
U. S. -Canadian rail network, exc~pt by water carriers along the Pacific Coast'; . . .'. . '. 

The Alaska Railroad, government owned and operated by the Interior Department, 
extends for a mainline distance of 470 miles from Seward'to Fairbanks, Alaska, 
plus a 12 mile mainline connection through 4 miles of tunnels to the military 
port of Whitti~r.' Bra~ch l~nes to coal fields and military bases total 58"miles. 
The right-of-way and equipment have been modernized'since World' War II so that 
the Alaska Railroad n~w_ compares favorably with other Class I rail~oads in the 
forty-eight continental ,states. 

One at the, primary goals of the ARR, as'directed in the enabling Act, is to 
"aid in the development of the agricultural andD;lineral or other resources of 
Alaska, and the settlement of the public lands therein. 11 The law does not require 
th~,payment of interest on investment, nor for repayment of capital investment. 
Since 1957,-accou.ntirig practices have provided for'depreciation of property and 
equipment"i~ 'ad~f~ion to operati0f:l- ,and ma~ntenance costs . The total investment 7/ 
of fun!i§-f:r,om appropriations and surplus S1-nce 1912 is approximately $186,000,0001 

Defense requirements have had a marked influence not only on the type of 
serv~ce ~nd faciliti~s which have been provided through -the years, but also on 
tl:le neEid 'for rehabilitation following World \-lar II.For example, in addition to 
complete docking and transit sh~d facilities at the military port of Whittier, 

II Total Appropriations to the ARR through FY 1960 •.•••••••• 
Appropriations - to other Federal Agencies, Transferred •.•• 
Value of Property Transferred fram Other Agencies .•••.••• 
Source: Department of Interior TOTALS 

$167~284,972 
1,723,811 
17,012,6~9 

$186,121,4 2 
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defense considerations influenced the complete rehabilitation of the mainline be
tween Portage and Seward and construction of dock and transit shed facilities at 
Seward, all of which required an investment in excess of $8 million. During 1960, 
the U. S. Army, Alaska, deactivated the military port of Whittier as a peacetime 
installation and made it available for transfer to other agencies. 

There is no question that the Alaska Railroad has succeeded in its major role 
of assisting in the development of the Territory, now the State of Alaska. A 
lion's share of the population and industrial development and the center of in
creased property val~es are adjacent to or served by the rail facility. In addi
tion, railroad service made possible the location of four major military bases at 
Anchorage and Fairbanks ~nd provided economical transportation of coal, which, up 
to the present, is the major source of fuel for the production of power in Central 
Alaska. 

There is ample reason why freight rates may be considered high as compared 
to rates in the heavily populated areas of the forty-eight States. By U. S. and 
Canadian standards, the Alaska Railroad is a shortline, which precludes long haul 
economies. In addition, more than three-fourths of inbound through tonnage from 
Seward terminates in Anchorage, which results in an average freight haul of less 
than 130 miles. Weather conditions are severe, to which may be added high costs 
of materials and supplies to be shipped long distances from sources outside of 
Alaska. Labor rates are high. Competition from other modes of transport, prin
cipally the military pipeline, has reduced large volume tonnages which might re
duce costs. Other than shipments of coal from Matanuska to Anchorage, shipments 
are predominately northbound, which require backhaul of empty cars and containers. 

The Alaska Railroad, in conjunction with water carriers, has been a leader 
in containerization and piggy-back operations, which have resulted in lower costs 
and savings to shippers. At present, there is no roll-on, roll-off operation 
available by sea between ports in Alaska and Northwest United States, except two 
contract carriers serving the pulp mills at Ketchikan and Sitka, Alaska. 

The White Pass and Yukon Route operates 110 miles of narrow guage rail ser
vice between Skagway, Alaska and Whitehorse, Yukon Territory, ofw~ich.approxi
mately 20 miles is on .A:laskan soil. The company has ,been in operation since the 
turn of the century. In addition to rail, it operates busses and trucks north 
of Whitehorse to the Alaska border and southeast into northern British Columbia, 
an oil products pipeline from Skagway to Whitehorse and a steamship line from 
Skagway to Prince Rupert and Vancouver. Canadian goods are handled in bond 
through the U. S. port at Skagway. 

The White Pass and Yukon Route handles about 85,000 tons northbound, consist
ing of merchandise and general supplies, and approximately 85,000 tons of ore 
concentrates and asbestos southbound to Canadian ports. In this respect, the 
facility has the advantage of a semi-balanced traffic load, which is reflected 
in its operating costs. 

The company has been privately owned throughout its life, originally owned 
by British investors, but now largely by Canadian owners. It is reported to have 
paid its first common stock dividend in 1959. The company has discussed the need 
and advisability of providing a standard gauge track and equipment if ra~l-barge 
or train-ship service is established from the south and if tonnages would warrent. 
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Battelle has made a complete analysis of present tonnages and limited prospects 
for substantial increases from known mineral deposits in the area north and west 
of Whitehorse. 

The Commission knows of no immediate plans for expansion or extension of rail 
facilities. The company is known to be progressive and states it would provide 
rail services farther to the north and west when conditions would warrant. Manage
ment states that present facilities could be geared to handle up to three times 
present volume with only minor capital expenditure, which could lower present 
freight rates. 

The Pacific Great Eastern Railway is owned by the ~vernment of British Col
umbia. It operates a mainline distance of approximately 700 miles from North 
Vancouver through central British Columbia to Dawson Creek and Fort St. John on 
the Alaska Highway, crossing the Canadian National mainline at Prince George. 
The northern extension beyond Prince Georgehas been in operation since 1958. 

The PGE differs from the government-owned Alaska Railroad in that bonds cov
ering some of its investment draw interest payable to private bondholders. Pub
lished financial data indicates that the line· is solvent and growing in volume. 
The northern extension Is reported to be unusually successful for a newly estab
lished facility. However, despite an increase in traffic revenues from $9,653,000 
in 1958 to $13,171,000 in 1960, the operating loss in 1960 was reported in the 
press to be $2,904,786. 

Extensive oil and gas exploration programs in northern British Columbia, the 
discovery of huge reserves there and the establishment of the Taylor Oil Refinery 
and gas scrubbing plant at Fort St. John contribute high tonnage to the extension 
north of Prince George. In addition, during the first full calendar year of op
eration, the new line north of Prince George transported more than 1 million tons 
of forest products, not including logs, besides agricu~tural products, fertil
izers and gene~al supplies. Plans have been mentioned in the press for a possible 
extension of approximately 50 miles north to the Beatton River Area, primarily 
agricultural, and from that point to a connection with the Alberta Northern Rail
way at the B. C.-Alberta border. 

The Alberta Northern Railway is owned jOintly by the Canadian National and 
the Canadian Pacific Railways. It serves as a branch system throughout Alberta, 
supplementing the service of the two larger facilities. Two lines extend to the 
northwest, one connecting with the PGE at Dawson Creek, the other to Grimshaw 
and Hines Creek-. 

A Royal Commission con~idered two routes for a northern extension of the NAR 
to Pine POint, on the south shore of Great Slave Lake, to exploit sizable zinc 
and lead deposits. The western route, which was selected by the Royal Commission, 
would connect with the NAR at Grimshaw. It is assumed that these mineral ship
ments, estimated to be 240,000 tons annually, wo~ld provide the basic tonnage for 
making such a line economically feasible and allow the facility to assist in the 
development of timber, agricultural and other resources adjacent to the right-of
way. 

702.43 0 - 6) - Vol. I - 4 
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The Pacific Northern Railway (PNR), incorporated by Canadian and British in
terests in 1960, would, when completed, extend 697 miles northwest through British 
Columbia from Summit Lake, approximately 32 miles north of Prince George, to the 
Yukon-B. C. border southeast of Whitehorse, Yukon Territory. A location survey 
and cost estimate was performed by Colonel Sidney Bingham (Retired1 a New York 
engineer, for the Wenner-Gren British Columbia Development Company of Vancouver. 
The company has been under contract with the Government of British Columbia to 
develop the natural and industrial resources of the province and to begin construc
tion of a railroad to the north. A token start on construction of marshalling 
yards at Summit Lake was made during June 1960, in accordance with provisions of 
the agreement. Specifications call for construction of a relatively high capacity 
railroad which, at $360,000 per mile, would cost $250,990,000. 

The company has applied for a license from the British Columbia Government 
for the portion of the rail facility within the province. The route selected 
would cross sizeable forest reserves in the Takla Lake Area, would bisect the 
Groundhog coal fields in central British Columbia, would cross the Stikine River 
south of Dease Lake and generally traverse a mineralized area not now served by 
any mode of transportation. 

The company has also applied for a license from the federal government in 
Ottawa to construct and operate the PNR through the Yukon Territory, a distance 
of 80 miles to '~itehorse, thence north through Carmacks and Fort Selkirk to the 
Alaska border, a distance of approximately 380 miles. The total distance within 
Canada from Summit Lake to the Alaska border would be approximately 1,159 miles. 

The Commission assumes that the company considers the PNR rail project econ
omically feasible, based on revenues'from traffic originating in the area to be 
served, without benefit of revenues from through traffic to and from Alaska. How
ever, as in the case of other intra-state and intra-provincial projects, neither 
Battelle nor the Commission made separate economic studies of the Pacific Northern 
Railway. 

The Canadian National Railway, wholly owned by the Canadian Government, skirts 
the southern edge of the area under study from Prince Rupert through Prince George 
to the east and south. Since it does not traverse the area under study, its con
tribution to the area has not been determined. However, there is the possibility 
that the Canadian Government might consider an extension of its system from Hazel
ton, through British Columbia and the Yukon to connect with the Alaska Railroad at 
the Y~on border. 

The Canadian Pacific Railway, further south, is entirely outside of the area 
under study. 

An Alaska-Continental Rail Network, studied by the Commission, would be cre
ated by a 298 mile extension of the Alaska Railroad from Rex to the Yukon border, 
following the route surveyed by the U. S. Army Corps of Engineers in 1942. At 
that point, it would connect with the proposed Pacific Northern Railway or any 
other Canadian rail facility which may extend north from the Canadian rail network. 

It is assumed that the extension would be a part of the Alaska Railroad, thus 
affording substantial economies in management, maintenance and accounting since 
these functions could be performed by existing departments. Although additional 
revenues would be required to defray operating costs of the extended rail line, 
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including depreciation on depreciable items, appropriated funds to cover construc
tion costs would be recovered by the government through appreciation of public 
domain, through the creation of tax producing income and increases in values of 
lands and industrial properties served by the enlarged rail system. 

The Commission has considered prospects for existing rather than future 
freight traffic to produce revenues required to offset additional operating costs. 
Anticipated revenues are limited to those produced by a portion of existing north
bound traffic to Alaska on commodities which could originate in the eastern United 
States. Additional tonnages and revenues which would be generated by the ra~lroad, 
including southbound traffiC, have not been considered in computing the cost/bene
fit ratio of the proposed rail extension. 

The plan to extend the Alaska Railroad to the Yukon to connect with the 
Canadian rail network was presen~~d to the Commission by Mr. D. J. Smith, General 
Manager of the Alaska Railroad. SV The Commission also received a report from Mr. 
William B. Saunders, a transport consultant of Washington, D. C., employed by the 
Commission to make an appraisal of the transport assumpt~ons, conclusions and rec
ommendations contained in the Battelle and Smith plans.21 A discussion of the 
Alaska-Continental Network follows. 

a. Analysis of Northbound Freight to Alaska. Freight tonnages entering the 
Alaska Rail Belt, including petroleum moving by military or privately-owned tanker 
ships, but not including petroleum off loaded at Haines for transmission in the 
military pipeline, are reported by the ARR for the year 1960 as follows: 

Alaska Railroad Through Moves to Seward 
(Including 70,147 tons of commercial gasoline) 
At Valdez for Truck Movement 
At Anchorage 
B,y Highway and other Means 

TarAL ENTERING ALASKA RAIL BELT 

544,389 tons 

45,000 tons 
85,000 tons 
50,000 tons 

724,389 tons 

The total freight tonnages handled by the Railroad in FY 1960, including local 
hauls, was 1,248,000 tons, of which almost 45 percent was military freight moving 
under government bill of lading. A portion of the remainder was probably military
generated traffic, but was billed as civilain cargo by contractors and others for 
the account of the Government. This volume of freight produced a total revenue of 
$11,804,358. Because more than three-fourths of the northbound tonnage is destined 
for the Anchorage area, the average freight haul in 1960 was only 128 miles. 

Until receipt of the·~lan to extend the Alaska Railroad, it was assumed that 
the Alaska Railroad would guard jealously existing tonnages inbound to the Rail 
Belt at Seward, Whittier and Anchorage for trans-shipment to the north. However, 
the Smith plan introduced the possibility that approximately one-fifth, or 150,000 
tons of inbound cargo to the Rail Belt, might originate in the eastern continental 
United States and thence be entitledto·the trans-continental freight rate to 
Pacific Coast ports. If an all-rail facility from eastern United States to the 
Alaska Railroad at Rex were "established, such an operation would make possible cer
tain economies resulting from southbound tonnages and the Alaska Railroad would be 

Trans Canada - Alaska Railroad, D. J. Smith, statement to the Commission, 
April 14, 1961, Exhibit IX, Section H. 
An Appraisal of studies on Transportation Requirements for Northwest North 
America, W. B. Saunders and Company, May 1961, EXhibit X, section H. 
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entitled to a greater share of the transport dollar expended for shipments to 
Alaska. 

The Canadian National Railway has been studying commodities destined for 
Alaska which could be considered as originating in the transcontinental rate zone. 
A portion of the study report was made available to the Alaska Railroad. It in
cludes a list of commodities totalling approximately 150,000 tons annually, which 
have been received in Alaska and are of such a nature that they might well or~g~n
ate in this eastern zone. It has been estimated that water transportation on this 
150,000 tons of commodities has produced total revenues, including Seattle termin
al charges, of $6,750,000. For purposes of studying the economic feasibility of 
providing rail facilities to Alaska, it has been assumed that rail costs could not 
exceed the total trans-continental rail and water freight costs now being paid on 
this existing tonnage. 

Mr. Smith presented the concept that trans-continental freight rates might be 
applicable to all-rail shipments to Alaska, thereby delivering commodities to a 
"rate point A" on the proposed PNR the same distance north of Prince George as the 
shipment would travel west if it were consigned to Prince Rupert. His reasoning 
is that a divisional agreement among the railroads involved would give the lines 
south and east of point "A" no more than their present trane-continental rate. 
In theory, this would allow allocation of the $6,750,000 now paid for water ship
ment to be utilized for payme~~/of rail divisions fram ~ical rate point A to 
Rex, a distance of 988 miles.~This revenue would average about 4.6 cents per 
ton-mile. 

In his analysis of the Smith plan, Mr. Saunders agrees with the assumption 
that 150,000 tons of existing annual northbound freight could move economically 
over an all-rail route to Alaska. He believes that additional revenues from this 
volume of freight would offset most of the additional operating expense of the 
new line but might incur an operating deficit of about a half million dollars an
nually. He believes it unwise to assume that water transportation costs are less 
than those by raiL 

He arrives at these conclusions by four separate analyses. First, he esti
mates the cost of operating a limited train service on the extended Alaska Rail
road. Second, he analyzes present through transportation charges, reducing them 
to provide an incentive for shippers to divert to all-rail. Third, he calculates 
typical divisions of such all-rail rates by usual procedures and thus estimates 
possible revenues to the Alaska Railroad. Fourth, he compares various U. S. rail
road costs and present water costs to show that water transport is not automatic
ally low cost because of seasonal and other factors. Details are in Exhibit x. 

b. Operating Costs of the Proposed Alaska Railroad. Based on the assump
tion that the extension of the Alaska Railroad would be operated by the existing 
organization, Mr. Smith gives a complete analysis of additional costs involved in 
operating 298 miles of mainline, to be offset by additional revenues available as 
a share of through rates. He points out that this method of operation would not 
require duplication of services such as management, maintenance and accounting 
because adequate capacity currently exists to absorb these functions into the pre
sent organization. The opposite would be true if this extension were operated as 
a separate entity. 

~ Saunders' report estimates this distance as 1,019 miles. See Exhibit X, 
Page 21, Section H. 
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, . The' same reasoning would apply to the Canadian portion of a rail link to the 
north. On the assumption that the economic feasibility of the PNR is based on 
traffic originating within the area to be served, the addition of through traffic 
to.:;andi.from Alaska would entail only slightly increased direct operating costs, 
but,wouldnot otherwise increase overhead expenses. It would, however, provide 
substantial additionalfreightrevenu~s. 

·c. Benefits of All-Rail Facilities to Alaska. Transportation costs on mer
chandise delivered to Fairballks" Alaska are proportionately higher than those to 
Anchorage because water-rail routings on substantial proportions, of such shipments 
are through Seward and Anchorage. Similar rates are charged by truck lines util
izing the Alaska Highway, despite the shorter, distance to Fairbanks. This condi
tion preclu:ies the establishment of warehousing and distribution facilities in 
Fairbanks, for the Central Alaska Area. 

On the assumption that rail facilities could deliver merchandise for the same 
transportation cost to Rex as is now charged to Seward, Fairbankswould only be 85 
miles from the junction, while Anchorage would be approximately (275 miles. It is 
therefore assumed that rates, to Fairbanks would be equalize9- witll those to Anchor
age, which would effect a,substantial red~ction to residents, of the Fairbanks Area. 

'.If the assumptiori is correct that reverlUes from a portion o,t: existing north
bound traffic to Alaska could support. rail facllitie:;; ac~oss Canada, it must also 
be assumed that these revenues would be lost by existing carrie~1? in the Alaska 
trade. How~ver, circumstances under which raii facilities.may be extended ar~ 
such that losses in volume and revenue by existing carriers ,.,need not necessarily 
occur. All economic stUdies indicate substantial increases in population in the 
north and traffic to Northwest North America will,continue to grow·and expand, 
Furthermore, since the establishlliellt ofr~il facilities probably requires a bi
lateral agreement with Canada'; Congressiqnal consideration" nego~ia:tion, with the 
Government of Canada, passage of legislation and, construction of necessary facil
ities, it may require as· much as ten years. The Commission is c9nvin~ed that 
faelli ties for all-rail f~eight shipment between the .continental network ,and the 
Alaska Railroad would provide SUbstantial benefits to the economy of Northwest 
North, America. 

The rail,links under discussion w,Ouldhave obvious defense,benefits, providing 
al ternate,ov~rland route,s to Ala_sk~'in:~case,of national emergency and probable dis
ruption of Pacific sea traffic by submari~eattack;.the Alaska Highway would be the 
only surface ,link connecting the ,t'orty-nlnth state with sources of supply, both 
civilian and:military. Rail facilitieswhicb have, been proven to be the most re
liable type of transpo~tation.under military conditions, would,provide military as 
well.as civilian support,forthe first non-contiguous state in the Union. 

l,olhilethe Secretary of Defense states that existing transportation facilities 
are adequate to support foreseeable military requirements, it is,conceded that ad
ditional rail and highway facilities are desirable, not only from an economic but 
a mili tar,Y standpoint. The Secretary I s letter states that the r,ecommended rail 
link would offer ~n additional land line of communication to tidewater Alaska 
suppl~menting existing routes. 

,:.l;. 

d. Use of Public FUnd~ for Rail Construction. Major economic values cre
ated by good transportation aCcrue to the owners of the land along the right-of-way 
arid to the owners of industrial properties which are located there because of the 
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existence of the facility. This is applicable equally to railroads and high'.,:ays. 
The Commission believes that it is illogical to require payment' of interest and 
amortization of the capital investment of a rail facility in a pioneer country 
unless the'same requirement is made of an investment in public·high\<:ays. Admited
ly, it is difficult to estimate increases in values of lands and industrial proper
ties which would create a tax base of direct benefit to local-· and national govern
ments. This difficulty, however, should not preclude recognition of these values, 
which in the case of goverrunent-mmed railroads accrue to all the people. 

4. AIRWAYS 

Air transportation is of unique importance to Alaska and Northwestern Canada. 
This is due to several factors. Among these are the 'great distances bet\veen traf
fic points, the lack of adequate surface· ·facilities and weather conditions which 
hamper convenient surface transport access for long·periods' during the winter 
months. 

The unique ability of aviation to contribute to the transport requirements of 
the area has resulted in a relatively high degree of activity' for'· that form of 
transport. There are eight scheduled airliriesoperating'w-i thin the State of Alaska. 
These are: Alaska: Airlines, Alaska Coastal Airlines, Cordova"Airlines, Ellis Air
lines, Northern Consolidated Airlines, Pacific Northern Airlines, Reeve Aleutian 
AirWays and Wien Alaska Airlines. In addition, international service to Alaska 
is provided by two U.· S.-flag international airlines, Pan American World Ai!"\.Jays 
and Northwest Orient Airlines, and by Canadian Pacific Airlines (temporarily sus
pended), Air FrancelJapan Air Lines and Scandinavian Airlines System. North1liestern 
Canada is served by Canadian Pacific Airlines and Pacific Western Airlines. 

The eight airlines serving Alaska have a fleet of about 49 aircraft. The 
fleet consists primarily of small aircraft, relatively outdated by mainland stand
ards. The 49 aircraft are distributed as follow's, by typEI c46 - 8; DC6 :.. 3; 
Dc4 - 4; DC3--·8; F27 - 5; L749 and 049 - 6; G2lA - 15. :!:!l The specialized nature 
of air transport service in Alaska is indicated'by the fact that nearly one-third 
(15) of the domestic aircraft are the Grumrnan (Goose) 2lAarnphibian type. 

Although air transport activity is widely spread throughout Alaska, a few 
cities account for the major share of such activity. For example, in the 12 months 
ending June' 30, 1960, Anchorage, Fairbanks, Juneau and Ketchikan accounted for 
68.9 percent of all passenger traffic, 62.8 percent of all air mail and 69.5 per
cent of all cargo moved by scheduled carriers in the state. 121 

U. S. certificated airlines based in and operating in Alaska accounted for 
42.2 million top-miles of traffic in 1959, a 28 percent gain over the previous 
year. Passengers carriedtotaled 347,000, a new record. Passenger-miles totaled 
183.million, also a new record. Freight traffic by Alaskan based carriers totaled 
nearly 7.5 million ton-miles (7,486,000). 

··In the year ending June 30, 1960, certificated U. S. and foreign aircraft car
ried 367,785 passengers from Alaskan airports. These aircraft also accounted for 
10,629 tons'of air mail and 10,887 tons of air cargo. Passenger traffic on these 
aircraft excee~ed the domes~ic flight traffic of some 20 of the south forty-eight 13 1 
states and the1r cargo carr1age exceeded that of 37 of the south forty-eight StateS7 

111 Data as of December 31, 1960, from FM 
g; FM data 
131 FM data 
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The particular importance of air freight cargo in Alaskan air transport is 
shown by the fact that revenue from such operations account for much higher per
centages of total income than do such revenues for carriers in the south i'orty
eight states. For example, in 19'59, freigtlt and express revenues accounted for 
8.4 percent of all domestic Alaskan airlines revenue but only 4.7 percent of total 
revenue received by the domestic trunk airlines in the south forty-eight states. 
This sharp variat~on is a significant indicator of the role which air transport 
plays in meeting present surface transport deficiencies in Alaska. 

Northwestern Canada and Alaska are dotted with airfields receiving scheduled 
service. Facilities range from such modern airports as Anchorage and Fairbanks 
which can accomodate the most modern Jets, down to grass covered strips capable 
of taking only the smallest commercial type aircraft. Service at the smaller air
fields is seasonal and infrequent but it often provides the only feasible connect
ion with the remainder of the area or to the "outside". 

Although there are numerous airports in northwestern Canada, Alaska is espe
cially well supplied with airports. There are 256 public-owned airpo4~s and 156 
airports receiving scheduled service, more than in any other state. ~/ Although 
most of these airports receive service from one airline (138 out of the total of 
1)6) many receive service from several airlines. Anchorage is served by six sched
uled airlines, Fairbanks by four, Juneau by four and Ketchikan (including Annette 
Island) by six scheduled airlines. 

There is considerable planning for expansion of air transport in Alaska. 
This is clearly demonstrated by the attention which airport expansion and improve
ment programs have received in the state. At the end of 1960 there were 117 such 
airport proJects planned. This exceeds by far the total for any other state. The 
117 projects planned are estimated to cost about $27,594,000. Although the bulk 
of the funds to be expended will probably be devoted to expansion and improvements 
at major airports, a review of the program shows that air transportation through
out the state will benefit by the broad program envisioned. Several new airports 
are planned and minimum facilities at some minor airports are scheduled to be 
improved. 

14/ As of June 30, 1960; FAA data. 
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SECTION G 

COST/BENEFIT ASPECTS OF AREA TRANSPORT DEVELOPMENT 

It is customary to compute the cost/benefit ratios of proposed federally
financed works such as irrigation and power generating projects by comparing esti
mated returns on such investments, from user fees and other revenues, with the 
cost of such works. Because of the difficulty of measuring indirect and intan
gible benefits to the public, however, this practice has not been followed in de
termining the economic feasibility of public highways. This problem of estimating 
cost/benefit ratios in the north is magnified by extremely small and scattered pop
ulation, long distances from sources of supplies for both labor and materials and 
higher costs of facilities in remote areas. Furthermore, indirect benefits, such 
as taxes generated from increased values of lands and industrial properties in 
isolated areas are difficult to evaluate in a meaningful manner in determining 
economic feasibility. 

Despite these problems, Battelle deemed it necessary to establish the most 
meaningful cost/benefit criteria possible on the basis of available data. Battelle 
concluded that it would be feasible to use national averages of tax collections by 
various government subdivisions, based on additional expenditures by travelers from 
outside the area, and payrolls and other wealth created by this in·creased traffiC, 
as their basis for cost/benefit determinations. Battelle found that taxes levied 
by state and local governments in the United States averaged about 6.5 percent of 
Gross National Product and those levied by local and provinCial governments in 
Canada averaged about 6 percent of GNP. The percent of federal tax on Gross 
National Product averaged 14 percent in Canada and 15~ percent in the United 
States. These averages were used to determine taxes which would be collected by 
local, state, provincial and federal governments from expenditures forecast to be 
spent annually by 1980 by increased numbers of travelers from outside the area. 
The Commission endorses this assumption. 

1. BENEFITS FROM HIGHHAY TRAVELERS 

When Battelle forecast the taxes to be generated by increased expenditures of 
travelers to the area, it was realized that these taxes must support not only those 
directly concerned with transport but also other functions of government at the lo
cal, state or provincial and national level. It would be illogical if all of these 
taxes were used to defray the cost of only the transport function, a small part of 
the total responsibility of government. Therefore, Battelle estimated these bene
fits from expenditures of expected travelers to the area, but only from those trav
elers utilizing highway facilities into and through the area under stu~y. No tax 
benefits were computed from increased values of public lands or industrial proper
ties, nor from increased production of resource based industries. 

Table G-I, G..6, entitled "Cost/Benefit Comparison by Political Sub-Divisions" 
outlines the Battelle approach. It analyzes the costs and benefits of the coordin
ated highway system in both Canada and Alaska. The table shows the annual costs 
of the highway system within each subdivision, assuming that the investment would 
be amortized over twenty years and the unamortized balance would carry annual in
terest of 5 percent. The table also shows the number of miles of highway which 
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would require maintenance, in addition to those in being in 1960 and the stewart
Cassiar Highway now under construction. The cost of this additional ~intenance, 
based on $2,500 per mile per year, is sussested as a suitable averaae in the en
gineering study made for Battelle by Brown and Root. The Commis&ion thinks it is 
especially significant that these additional maintenance cost. are qare than off
set by additional gasoline taxes forecast to be collected from travelere using the 
higlnTay facilities listed in Line 10. Line 6 of the table lists total annual costs 
of these new and improved highways during the next twenty year •• 

The lower portion of Table I illustrates the various benefits to the area 
based on taxes to be collected on travelers' expenditures. It lists the addition
al expenditures by all visitors to the area annually by 1980 as forecast in the 
Battelle report. I~lsO shows ~ annual expenditures by all highway travelers 
by the year 1980, as the Battelle report does not include a forecast of expendit
ures by additional highwar travelers. 

Since annual expenditures by travelers would be a part of the area's increased 
Gross National Product, and a~sumlng that national tax averages, as previously 
listed, are generally applicable to the area, Line 9 lists tax benefits to be 
derived by each political subdivision. In the case of Brltilh Columbia and the 
Yukon, 60 percent of expected tourist expenditures determine. the tax which would 
be collected by municipal and provincial governments. In addition to local and 
provincial taxes, 14 percent qf total expenditures, representing federal tax col
lections, are added, the total representing all taxes to be collected by all sub
divisions from this new tax base annually by 1980. The same procedure 1& followed 
in the case of Alaska, except that a tax rate of 6.5 percent is used fqr local and 
state governments, with l5~ percent beins used for the federal share. Line 10 
lists estimated gasoline taxes, which are deducted from total annual taxes gener
ated by highway travelers and provides fUnds for maintenance of additional high
ways recommended in this report. 

In summary, net tax benefits, Line 11, compared with annualhilhway costs, 
Line 3, provides a practicable cost/benefit ratio. This comparea the total annual 
cost of capital investment in the coordinated hignway system with the annual tax 
benefits to governmental subdivisions from expenditures of hispway trav.lers util
izing those facilities. In the Canadian area, the net annual tax revenue is almost 
l~ times the annual highway costs by the end of the twenty year period, while, in 
the case of the United States, the annual tax is almost 14 times the cost. The 
widely divergent return on investment is primarily due to the physical location of 
the various highway projects concerned, since approximately 87 percent of route / 
miles are on Canadian soil. The annual tax in both countries is $55.1 million! 
compared to annual costs of $~0.6 million, a ratio of more than 2~ to 1. 

2. BENEFITS FROM INDUSTRIAL DEVELOPMF'...NT 

As previously noted, 0blY that portion of expenditures by visitors usi:ng 
highway transportation has een utilized in this cost/benefit comparison. In ad
dition, Battelle has forecast a sizeable increase in value of production of natur
al resources and from resource based industries during the next twenty years. This 
increased industrial activity would produce products valued at many millions of 
dollars and in the process would provide employment for a l~rge number of new work
ers earning additional payrolls, resulting in extensive area development of facil
ities required to support a sizeable increase in population (see Paae D-5). 

~ Additional annual expenditures by highway travelers not available. $55.1 
million should be reduced by $7 million, estimated 1960 tax collections, to 
determine additional tax to be collected by 1980 
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Table G-II, Page G 7, illustrates the increase in value of resources and pro
ducts resulting from industrial activity in the respective government subdivisions 
under study. It is especially significant that Table G-II demonstrates that tax 
benefits from industrial development exceeds by a considerable margin those which 
have been allocated specifically to the coordinated highway program. For example, 
British Columbia is forecast to collect additional tax revenues of some $38 mil
lion annually by 1980, as compared to less that ~3 million revenue allocated to 
the highway project. The Canadian area as a whole is forecast to collect some 
$132 million annually in new taxes, both local and national, over and above the 
:~j24. 6 million resulting from expenditures by travelers. 

In the case of Alaska, the increase in new taxes from resource development 
is :~24 million, compared to $8.4 million from highway travelers, a ratio of almost 
three to one. Total national and local tax revenues, 'due to increased industrial 
activity, are estimated at over $80 million, about three times the taxes collected 
from highway development benefits alone. If the two areas of Canada and Alaska 
are considered together, increased tax collections annually by 1980 would total 
over $214 million, in addition to the $55 million of taxes credited to benefits 
resulting from 720J OOO new travelers to the area annually by 1980, utilizing the 
coordinated highway network. 

The Commission has adopted a broad concept of benefits to be derived from rail 
facilities which would connect the Alaska Railroad with the Canadian-United States 
rail networks. Increased tangible and intangible values of real estate and in
dustrial properties adjacent to or served by· these facilities would be recognized. 
These values may justiry investment of public funds despite the fact that the mag
nitude of these indirect benefits are difficult to forecast precisely during the 
twenty years considered in this report. 

Battelle has been careful to point out that most of the best known deposits 
of minerals and metals and almost all the heavy stands of timber in Alaska re lo
cated relatively close to tidewater and, therefore, would not generate significant 
requirements for inter-regional or international highways or railroads. This situ
ation on timber products is not equally applicable to Canada. Recent production 
from interior forests in British Columbia has outstripped those of the coastal 
forests for the first time in history. 

The Commission assumes that the Pacific Northern Railway (PNR) has been de
termined by Canadian interests to be economically feasible. The PNR would traverse 
heavily timbered areas in northern British Columbia. These timber stands have not 
been harvested due to lack of adequate transportation. Timber products would prob
ably provide the major tonnages and a large part of the freight revenues upon which 
the new line would be dependent until other industry develops. Battelle has fore
cast that pulp and lumber production in the northern half of British Columbia and 
the northwestern portion of Alberta will increase by $186 million annually by 1980. 
Provincial and national taxes generated by these products would reach $37 million 
annually by that year. 

The Commission notes that a significant portion of existing freight traffic 
to Alaska could orignate in the eastern half of the forty-eight states and might 
ultimately be transported by an all-rail carrier to the Alaska market at a cost 
equal to or less than by water carriers. It is estimated that freight revenues 
from this northbound through tonnage would pay almost all additional operating 
costs on the Alaska Railroad extension to join the Canadian network. Estimated 
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additional operating costs of the ARR extension to the Yukon have not included in
terest charges on appropriated funds for construction, . estimated at ~89.4 million. 
If the government should require payment of interest at, say., 3~ percent annually, 
increased revenues of *3,129,000 would be required. The Commission is convinced 
that benefits to federal and state governments from increased taxes on higher 
values of public lands and industrial properties served by .the extended rail sys
tem .,ould more than offset this additional cost. Through revenues on freight to 
Alaska would also improve substantially the income of the Canadian rail link across 
British Columbia and, like the Alaska Railroad extension, would probably offset 
most, if not all, additional operating costs of a rail connection with the ARR 
across the Yukon Territory. All these benefits stem from existing tonnages that 
could be diverted to an all-rail route to Alaska, provided equable division of 
through rates is possible. From areas along the .ray, additional revenues would 
probably be available as soon as this line is operational. For example, Battelle 
foresees annual mineral production in the Yukon by 198o as follows: 

Keno Hill Mines - Lead-Zinc and Silver ·100,000 tons 
Vangorda Creek - 11 11 11 100,000 tons 
Tinta Mountain - " " 11 25,000 tons 
Cli nton Creek - Asbestos 50,000 tons 
Other Areas - Miscellaneous Products 25,000 tons 

TOTAL 300,000 tons 

Tonnages would average about 70 percent southbound, with about 30 percent being 
northbound supplies and equipment. No estimate of southbound tonnages from the 
Fairbanks area and the Alaska Rail Belt has been included, nor have local require
ments for food, supplies and equipment been considered, except in the mine loca
tions listed by Battelle. 

3. S~Y 

a. Substantial benefits would accrue to both countries from a thorough 
review of the conditions affecting coordinated water, rail and highway transport
ation in the North Pacific Area, by representatives of the Governments of the 
United States and Canada. 

b. The cost of the coordinated highway system would be repaid to local, 
state, provincial and federal governments at the rate of about $48 million annual
ly by 1980, a cost/benefit ratio of about 2~ to l.§/ Additional maintenance costs 
of 583 miles of new and improved highways would return $3.9 million in additional 
gasoline taxes, a cost/benefit ratio of 2.76 to 1. 

c. Taxes totaling $208 million annually by 1980 from increased production 
of natural resources valued at $1.034 billion would be possible if the area were 
served by adequate transportation facilities. 

d. The 298 mile extension of the public-owned Alaska Railroad to the Yukon 
border to connect with a Canadian rail link would earn sufficient revenues from 
commodities transported by all-rail carriers from eastern United States to pay sub
stantially all operating costs and is considered economically feasible. Benefits 
to the federal and state governments from increased taxes on higher values of lands 
and industrial properties adjacent to the extended rail system would more than off
set initial operating deficits. 

~./ Table G-I, Line ll, less ~;7 million estimated tax collected in 1960. 
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e. A Canadian financed rail l1nk 1n British Columbia would gain adiitional 
freight revenues from through freigbt to Alaska which would more than offset ad
ditional construction and operating eXpenses. 

f. An extension of the Canadian network to Alaska to connect with the Alaska • 
Railroad extension in the Yukon would provide sufficient revenues to offset initial 
operating costs. In add1tion, the~anadian Government would benefit from taxes 
generated by increased values of lands and industrial properties adjacent to the 
new rail ...... ay. 

g. Benefits which may be derived from (1) more adequate rail facilities, 
(2) savings in freight costs, (3) reduced inventories due to faster deliveries, 
(4) elimination of warehousing and transfer costs, and (5) more economic means of 
transportini bulk commodities to market would accrue to residents of Canada and 
Alaska adjacent to the proposed rail connections through British Columbia and the 
Yukon, and equally to those areas served by the Alaska Railroad, the Pacific Great 
Eastern and Canadian National Railways. It seems reasonable to assume that a por
tion of the benefits of industrial development during the next twenty years could 
be attributed to proposed rail faci11ties between Alaska and the forty-eight con
tinental United States. 



TABLE G-I Source: Battelle Report 
ALASKA INl'ERNATIONAL RAIL AND HIGHWAY CMfiSSION March 15, 1961 

May 1961 COm-BENEFIT COMPARISON BY POLITICAL SUBDIVISIONS - cnriRnTNATED HIGHWAY SYSTEM 
:;; in millions BENEFITS FROM TAXES GENERATED BY INCRSASED EXPENDITURES 

Line 
1 

2 

3 

4 

5 

6. 

Column 1 
Items 
Costs Estimated by Battelle 
Costs of Coordinated Highway 

System 
Annual Costs - Amortization 

& Interest @ 5'P 
Additional Miles of New High

wa:lS to be Haintained 
Additional Annual Maintenance 

Cost @ [:',2,500 per Mile 
To~al Annual Costs; New and 

Additional Hignways 

Column 2 Column 3 Column LI Column 5 Column 6 Column 1 Column 8 Column 9 
British Yukon Total Alaska U. S. Total Grand Sources 
Columbia Territory Canada Federal U. S. Total of Data 
f.i52.9 - - ~59.2 - ~)212.1 --~-21:2-- -~~ - $ 2r.-2· $239.3 Brown and Root 

12.2 4.8 11.0 

!~58m bOm 518m 

1.15 .15 1.3 

13.35 4.~5 18.3 

2.2 

65" 

0.16 

2.36 

2.2 19.2 Battelle IX-2 
and Computed 

65m 58311 Battelle IX-9 
& Brown & Root 

0.16 1.46 Miles x ~.2,500 
per Mile 

2.3b 20.6 Line 3 plus 
Line 5 

Benefits Estimated b Battelle ~ 
1 . Additional Annual. Expenditures '155.0 Battelle I-13 

bYn~l Travelers - 1980 . 
b Total ~ Annual Expenditures ·72.2 37.611 l31.6'Y 146.2 

9.5 ~ 9 

10 

11 

bYnijighway Travelers 2/ 2/';' 
Total ~. Tax on Highway l~.3 '=1 3.6 ~ , 26.5 1-

Traveler's ~xpenditures 
Less Increased Gas Tax Collect- 1. 5 

ions from Hi~yay Trave]er.s. , 
Net ~ Be De fi ts f2I 2. e 

O.~ 1.9 

3.2 24.G 

1.1 

S.l; 

Footnotes 

1/ =.t 
~,.' 

1/ 

4·' 
-' 

Includes Alberta 2J 
National average tax collections,at local aDd province , 
levels in Canada is tJfo of Gross'National Product (Expenditures) ~i 
Average tax collections by F,ederal Government is l~·~ of GNP; 7/ 
plus local collections in ~/ above. ~ 
National average tax collections at local 
and state levels in the U. S. is G.5% of 
Gl\Tp. (Alaska p'ercentages not available ) 

23.0 2/ 

0.9 

22.1 

146.2 277.8 

32.5 §/ 59.0 

2.0 3.9 

30.5 55.1 

Pattelle IX-3 
• 4 & Computed 
Battelle 1x-8 
& 1-21 
Battelle 1X-~ 

Calputed 

Average tax collection by U. S. Feaeni.l 
Government is'15~ of GIP. 
Local arut Federa:f tax ·~otal 
Includes Borthvest Territories 
AddJ.tlCG&l aanU&l. eq Utures "'" bW .. 
tnL"f'el-ers not ava11abl.e. 1960 tex rew.
\leS eatiaated. by Batte11e (P. rx-8) at 
$7 111111011, .... hich has not been deduciied. 
from these figures. 



T ABL~'~ G- II ALASKA INTERNATIONAL RAIL AND HIGHWAY C(I.1MISSION 

May 1961 INCREASE IN VALUE, GROSS NATIONAL PRODUCT 
RESOURCES AND RESOURCE BASED INDU9rRIES 

Source: Battelle Report 
March 15, 1961 :;-- in millions 

Li nc:~ 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 

12 

Items 

Increases 1n Production by 1980 
Metals and ~,anerals 
Coal 
Cll 
Gas 
Pulp 
Lwnbcr 
Pi::;h 
Agric1.11ture 
1',H scellaneous 

TClrAL INCK~ASE IN GNP 

Total Ad.ditional Tax Based·on 
Increased Values by 1980 

B. C. & Yulwn &. Total 
Alberta ~x Terr. Canada 

~ 91.0 

252.0 
83.0 

lL~Lt. 0 
112.0 

8.0 
20.0 

$ 22.0 ~;ll3. 0 

252.0 
83.0 

1111: .0 
42.6 
8.0 

20.0 

Alaska U. S. Total 
Federal U. S. 

~ 67.0 
10.0 
60.0 
15.0 
90 . 0 
6.6 

same 
" 

" 

14.0 " 
35.0 " 

same 
" 
" 

" 

11 

75.0 ,,' " 
%110.6- - -022.0 - (,662.6 ;~372.o ~\:;72.6-- --:~372.0 

Grand 
Total 

:ia80.0 
10.0 

312.0 
78•0 

231:. 0 
4y.2 
~.O 
55.0 
75.0 

~';1035 .2 

o 38.4 ~/ 1.3!t' 132.4 ~I 24..2 l/ 57.6!U 81.8 '2./ 214.6' 

Footnotes 
l' 
;;;;./ 

~/ 

3/ 
]71 
'I 

~/ 

National average tax collections at local and province levels in Canada is 6% of Gross National Product (GNP). 
Average tax collections by the Canadian Federal Government in Canada is 14% of GNP, to which has been added 
tax collections in ~/above. 
National average tax collections at local and state levels in the U. S. is 6.5% of GNP. 
Average tax collection by the U. S. Federal Government is 15~of GNP. 
Local; state and federal t.ax collections. 

'il 
I 

-.J 
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ALASKA INTERNATIONAL 
RAIL AND HIGHWAY COMMISSION 

1809 G STREET NW. 
WASHINGTON 25. D.e. 

November 23, 1960 

Dear Mr. Secretary 

The Alaska International Rail and Highway Commission was assigned 
certain responsibilities under the provisions' of Public Lw 884, 84th 
Congress, among which is that of making "a thorough and complete study of 
the economic and military advantages of additional highway and rail trans
portation facilities connecting Continental United States with Central 
Alaska". (Underscoring supplied) 

In May 1958, your office' pro'vided a then current military evaluation 
which materially assisted the Commission in its deliberations. Since that 
time, several important steps have been taken by the Commission. The tenure 
of the Commission has been extended and an economic study of transportation 
needs of Northwest North America has been made, utilizing funds made avail
able by Congress for this purpose. This study, which specifically excludes 
military considerations, was made by the BattelleMemorial Institute of 
Co lumbus, Ohio. A draft copy of the report with a swmnary of its' reeommend
ations is attached. 

It is requested that the appropriate agency of the Department of Defense 
again provide this Commission with a current evaluation in light of changed 
conditions, if any, which may have developed in the intervening time period. 
It is suggested that the evaluation .consider the enclosed Battelle report 
and include answers to the following specific questions: 

1. Can existing transportation facilities meet the movement require
ments of mobilization and war plans? 

2. If not, in what way and to what extent are they deficient? 

3. Would additional highway or rail connections meet known deficiencies? 

4. To what extent would the application of the recommendations of the 
Battelle Memorial Institute study constitute a military advantage 
over existing transportation facilities? 

5. If the proposed Pacific Northern Railroad is completed by private 
interests, would its extension to connect with the existing Alaska 
Railroad at Fairbanks offer any military advantage? 

6. Is the military vulnerability of existing transportation links between 
Continental United States and Alaska such that the lack of additional 
routes constitutes an undesirable or unacceptable military risk~ 
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It should be noted that Battelle has recommended that the implementation 
of the recommendations for an integrated hishway system be initiated through 
diplomatic channels with the Canadian Government. If you might obtain, in
formally, the views of the Canadian Minister of Defense on needs for additional 
transport facilities, it ,would be helpful if your comments on these views could 
be included in your reply. 

In order to provide time for analysis, printing and distribution of the 
final report, it would be most helpful if the military evaluation could be made 
available to the Commission by 1 March 1961. . 

attachments 

The Honorable Thomas S. Gates, Jr. 
Secretary of Defense 
\.J'ashington 25, D. C. 

Sincerely, 

Warren G. Magnuson, USS 
Chairman (Acting) 



OFFICE OF THE ASSISTANT SECRETARY OFDEFENSE 

WASHINGTON 25. D. C. 

March 22, 1961 

INSTALLATIONS AND LOGISTICS 

De8l'Senator Masouson: 

This is in furtherance ot our reply dated December 16, 1960 to 
your le~ter ot November 23, 1960 transmitting a copy ot the Battelle 
Memorial Institute study. Your letter requested the appropriate agency 
within the Department ot Detense to evaluate existing transportation 
tacilities between Alaska and the 48 States to meet military require
ments, taking into account the Battelle study and other pertinent 
aspects ot the over-all problem. This current evaluation is similar 
to the ~ne provided to the Commission in May 1958. 

Ext.sting transportation tacUi ties including rail, highway, sea 
and air, are adeqaate to support foreseeable m1litar,r r~iremeDts. 

~e additional rail and higbway tacUities between the 48 States 
and Ala.!lka are desirable, trom an economic and military viewpoint; they 
are no~ required tor the support of present or projected plans. 

~e Battelle study recommendatioDs pertaining to raU and highway 
1mprov~ts aDd. extensions have a m:Uitary sigDiti~ce even though 
existiDl tacUities meet current and toreseeable militar,v requirements. 
The redoumended rail link between Fairbanks, Alaska and DaVSOD Creek, 
B.C., WOUld otter an additional land line ot communiCations to tidewater 
Alaska, supplementing the existing l.aDd, sea aDd air routes which meet 
lI1l.i ta.ry r~1rements. 

The opportunity to review the Battelle study and to comment on it 
is ver,1'muCh appreciated. 

Sincerely yours, 

D1rector~~ 
aDd Warehousing Policy 

Senator Warren G. MagDllson 
Chai~, Alaska International Rail 

aDd Bi~ Commission 
1809 G Street, N.W. 
Wash1D~on 25, D. C. 
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Dear Mr. Director: 

ALASKA INTERNATIONAL 
RAIL AND HIGHWAY COMMISSION 

1809 G STREET NW. 

WASHINGTON 25, D.e. 

November 23, 1960 

The Alaska International Rail and Highway Commission was assigned cer
tain responsibilities under the provisions of Public Law 884, 84th Congress, 
wnong which is' that of making "a thorough an complete study of the economic 
and military advantages of additional highway and rail transportation,':facil
i ties connecting continental United States with Central Alaska~" -(Under-
scoring supplied) - - -, - -

The Cormnission, employed the Battelle Memorial Institute of Columbus, 
Ohio, one of the country'_s outstanding research organizations, to conduct 
an economic study of Northwest North America. Any consideration of military 
or civil defense requirements was specifically excluded from the Battelle 
report by the terms of reference. A copy of a preliminary report by Battelle 
to the Commission was delivered to Mr. Owen Jones on November 8, 1960. 

The Secretary of Defense is being queried for his': current -military eval
uation of surface transportation facilities between Central Alaska-and-the 
forty-eight States, to include the following: -' -

1. Can existing transportation facilities meet the movement r.~quire
ments of mobilization and war plans? 

2. If not, in what way and to what extent are they ,deficient? 

3. Would additional highway and rail connections meet known deficiencies? 

4. To what extent would the application of the recommendations of the 
Battelle Memorial Institute study constitute a military advantage 
over existing transportation facilities? 

5. If the proposed Pacific Northern Railroad is completed by private 
interests, would its extension to connect with the existing Alaska 
Railroad at Fairbanks offer any military advantage7 

6. Is the military vulnerability of existing transportation'_links be
tween Continental United States and Alaska-such that the lack of 
additional routes constitutes an undesirable or unacceptable military 
risk? 
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It is requested that, in view of the recommendations made to the Commission 
by Battelle relating to an integrated highway transport system, you express your 
views on civil defense needs for additional transport facilities between Central 
Alaska and the forty-eight States. These views may then be considered by the 
Commission, in conjunction with the military and economic aspects, and incor
porated in the Commission report to the Congress, due not later than June 1, 
1961. 

In order to provide time for analysis, printing and distribution of this 
report, it would be helpfUl if your evaluation could be made available to the 
Commission by February 15, 1961. 

attachments 

The Honorable Leo A. Hoegh, Director 
Office of Civil and Defense Mobilization 
Washington 25, D. C. 

Sincerely, 

Warren G. Magnuson, USS 
Chairman (Acting) 



EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF CIVIL AND DEFENSE 

MOBILIZATION 

WASHINGTON 25, D. C. 

OFFICE OF DIRECTOR 

Honorable Warren G. Magnuson 
Chairman 
Alaska International Rail and Highway 

Commission 
1809 G Street, N. W. 
Washington 25, D. C. 

Dear Mr. Chairman: 

March 6, 1961 

Reference is made to your letter to the Director, Office of Civil and 
Defense Mobilization, dated November 23, 1960, requesting that we 
give you our views on mobilization needs for additional transport 
facilitie s between Central Alaska and the other continental States. 

We have coordinated this report with the Department of Commerce, 
the Interstate Commerce Commission, and with our Region 8 office 
which covers the Northwestern United States including Alaska. 
Following are our considered views in response to your specific 
questions. 

1. Existing physical transportation facilitie s between Central Alaska 
and the other continental States, when considered only with regard 
to their intrinsic capabilitie s to support movement, can meet the 
requirements of mobilization plans. However, mobilization plans 
project a variety of circumstances and the effects of those circum
stances upon different parts of our wartime economy. Some of 
these effects could seriously limit the ability of transportation to 
meet requirements in the area under consideration. (See 
Enclosure 1. ) 

2. The most serious deficiencies would probably result from: 
a. An inability of water transportation to maintain substantial 

traffic loads under circumstances of enemy thteat to or 
attack upon sea lane s and waterways; 

b. An inability of land transportation, as presently existing 
in the area, to absorb traffic loads diverted from water 
routes, if the expenditure of manpower and fuel (usually 
critical in wartime) necessary to sustain land systems, 
were to become prohibitive. 

EXHIBIT VIII-2 
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3. Addition~ highway connections, if otherwise economically 
justified, would provide marginal benefits for meeting mobiliza
tion deficiencies; additional rail connections would provide sub
stantial benefits for meeting such deficiencies. 

(Questions 4, 5 and 6 relate to military advantages of proposed 
and existing transportation links with Alaska. The comments 
which follow relate to over -all mobilization implications - -military. 
civil def~nse, maintenance of the economy--rather than just to 
military advantage. ) 

4. Highway improvements recommended by the Battelle Memorial 
Institute study are considered desirable for the mobilization 
potential of increasing access to and mobility within the region. 

5. Completion of the proposed Pacific Northern Railroad and its 
extension to connect with the Alaska Railroad at Fairbanks would 
offer a major mobilization advantage in that it would provide: 

a. An alternative through mode of transportation, capable of 
heavy military and industrial movements, not now available; 

b. A transportation land link with the industrial heart of Canada 
and the United States; 

c. A potential for emergency land transportation with low man
power and fuel operating expenditures. 

6. We believe, from the standpoint of full mobilization, the vulnera
bility of the pre sent transportation links between continental 
United States and Alaska does constitute a degree of risk. 

It is our opinion that the Battelle study findings are predi!=ated too 
heavily upon the "tourism" aspect of Alaska development. More 
weight should have been given to the potential for industrial growth 
of the area and its mobilization needs and services, as related to the 
total U. S. economy. Although we agree with their findings relative 
to the development of an integrated highway system, we feel that the 
study should have included a recommendation for the development of 
an integrated transportation system for the area. Our specific com
ments on the study, including remarks as to areas we feel have not 
been adequately evaluated, are attached (Enclosure 2). 
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We trust these comments will be of value to your Committee. 

;;::Gf~ 
Acting V.'. ·1 
Director 

Enclosures 



ENCLOSURE I 

MOBILIZATION FACTORS IN 

PLANNING TRANSPOR TA TION IMPROVEMENTS FOR ALASKA 

Our experience in civil defense and mobilization planning has 
taught us that the physical facilities of transport (roadways, waterways, 
railways, etc.) will probably be less severely affected by conditions 
of emergency than will other aspects of our civil economy and indus
trial effort, and would, as a consequence, be sufficient to support 
continuing wartime activity unless they themselves were limited by 
other factors in the economy. Therefore, we have found it unproduc
tive to consider only one aspect of transport without regard to trans
portation as a whole, and to consider only transportation without 
regard to the emergency economy as a whole. 

The projections we have made with regard to effects upon the economy 
by limited wars, stepped-up mobilization without general war, and 
general war with mass nuclear attack upon the United States, have taught 
us that the possibilities are sufficiently varied that our greatest over-
all danger is in reiiance upon one or a few transportation alternatives 
as against a balance of transport modes and means. This conclusion 
comes very close to being identical with peacetime aims of a balanced 
competitive transportation economy. 

Our reasoning with regard to transportation services between 
Alaska and the northwestern contiguous states is therefore conditioned 
on the long -term concern that reliance of the region in either peace
time or wartime should be placed entirely upon the continuation or 
upgrading of existing limited systems. Briefly, our reasoning runs 
like this: 

Freight movement into and out of Alaska from the contiguous 
Northwestern United States is almost entirely waterborne, amounting 
to something over 2, 000, 000 tons annually. Considering that a high 
portion of this movement is currently military, we might realistically 
assume a substantial increase in shipments during any mobilization 
period. However, in consideration of possible effects of nuclear 
attack upon the United States resulting in a general cut-back in all 
activity, let us assume a 40 percent net reduction of wartime freight 
movement in this area, for a total of some 1,200,000 tons. Now let 
us further assume that, as a result of enemy attacks on ports and the 
interdiction of shipping by submarine, there is a necessary diversion 
of at least forty percent of the waterborne commerce to land trans
portation. This 500,000 tons is easily within the physical capacity of 
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the existing land routes. But more than this capacity is involved. 

The transportation of 500,000 tons the 2, aaa-mile distance amounts 
to some one billion ton-miles of transportation effort a year, and 
requires an expenditure of resources commensurate with the task. 
The two most critical resources involved, in any war period, would 
probably be manpower and fuel. 

To accomplish this by motor transportation would require an 
expenditure, roughly, of ten million gallons of fuel and 150,000 man-
days of effort. By way of comparison, the same task could be 
accomplished by rail with an expenditure of, roughly, three million gallons 
of fuel and 10, 000 man-days of effort. 

This is not to suggest that, all factors being considered, rail 
linkage to Alaska would be preferred over highway. On the other hand, 
the entire absence of rail sugge sts a failure to take advantage of what 
might prove to be a highly desirable alternative, should the Nation's 
manpower and fuel resources become sorely taxed in the future. 
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COMMENTS ON THE BATTELLEREPORT 
AND RECOMMENDATIONS FOR POSSIBLE FUR THER STUDY 

Our purpose here is not to be critical of the Battelle Research 
Report within the area of its facts and specific findings, ,with which 
we find ourselves substantially in agreement. We would, however, 
like to point up some of the deficiencies in scope and framework 
within which the study was undertaken and which we believe show the 
need for further critical analysis and possibly additional findings. 

The Report place san unbalanced emphasis on "tourism" as 
opposed to "industrial development'~ of the area. For example, 
compare on Page 1-2, the statement that_ (line 2) "appraisals of the· 
Area's resources h~:ve been based main~y on what is now known 
to be present" with t~e statement that (par. 3) "tourist expe~ditures 
in Northwest North Am~rica could soar from the present level of 
about -$93 million to $472 million by 1980." This inability to project 
resource expansion and industrial development, coupled with (par. 4) 
a confidence in ','intuitive judgments" as to the, growth of tourism as 
the major factor in Alaska' sfuture, sOIIlewhat c?lor s the entire 
study, and in our opinion, underestimates ,the natural wealth and 
potential of the area. 

The Battelle Report further uses this theme as the basis for 
arguing precedence for the projects it recommends. Reading it, 
one is led to the conclusion that only by first inducing travelers to 
view (page 1-3) "awesome splendor of great snow-capped mountains" 
"without retracing his steps over long stretches of highway" can the 
busine s s man be induced to promote (page 1-5) "local use fore st 
products," (page 1-6) "low grade mineral deposits," (page 1-9) 
"unpromising coal exports", (page 1-10) "small demand hydro-electric 
power," (page 1-11) "low productive agriculture~~, :etc. This significance 
of tourism as the forerunner of resource -based manufacturing and 
related industries_ is,str_essed and summarized on pages_ 1-12 through 
1-14. 

We do.:~ot knovvof -any historical precedent whichwO,uld indicate 
that "tourispl" ~anbe_ expected to become a major inducement to 
economic exploitation and growth of a region. On the ,contrary, we 
feel that tourists inclined to take extended trips to underdeveloped 
regions' are more apt to leave those regions with the hope and expecta
tion that they remain in their primitive, underdeveloped, natural 
splendor. 
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It is our view that industrial development of an area more nearly 
advances in leap-frog fashion with the expansion of heavy power and 
transportation facilitie s going hand-in-hand with the finding and 
exploitation of new national resources. This being the case, we do 
not see a situation arising quite so austere as presented on page 1-16, 
involving "volumes of business barely large enough'~ to support 
just one facility". 

The comparative rail and highway costs, as summarized on 
pages 1-16 through 1-21, relate to two different propositions --the new 
construction and operating costs of rail ver sus upgrading and mainte
nance of existing highways. Neither of these in themselves should be 
determining criteria as to benefits or needs of the region.· A better 
framework of comparative costs in transportation for public service 
would be in the costs of providing service to ultimate 'user s. For 
example. heavy industrial movements to Alaska from North Central 
U. S. now travel to the West Coast by rail and thence by ship or barge 
to Alaska. It would be intere sting to see what the comparative cost 
to shippers would be of similar movements from, say, Chicago, 
directly to Alaska across Canada by rail. A number of comparative 
studies of this sort, involving various routes and routings, 'would 
be a better criterion, in our judgment, for estimating transportation 
needs of the area than anything developed in the Battelle Report. 

Battelle presents findings which imply that there is a substantial 
qifference in public money applied to "Federal aid" type highway 
improvements and" outright Government subsidy" to rail construction. 
We hold that when either of these are undertaken in the public intere st 
and with Justified expenditure of public funds, their difference as "aid" 
or 11 subsidy" is purely semantical. 

Although the Battelle report calls for imaginative planning for 
Alaska I s transport needs, we further find that it overlooks certain 
major areas of forward thinking being discus sed in other areas of 
transportation. Among these are possibilities for further study 
and consideration by the Commission, including: 

a. Technological developments of overland transport vehicles 
both of the land train type (already in use in Alaska) and 
the newer ground effects vehicles. 
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b. Use of combined auto-rail piggy-back transportation 
systems for both tourism (4000 miles is a very long auto 
trip) and commercial (TOFC) shipments. 

c. Shot-in-the -arm impact of direct transport linkage to a 
new raw materials area upon economy in the industrial 
center s of the North Central and North Eastern United 
States. 

d. Economic, political, and defense implications of projects 
undertaken with regard to our relations with Canada. 



UNITED STATES 
DEPARTMENT OF THE INTERIOR 

OFFICE OF THE, SECRETARY 
WASHINGTON 25, D. C. 

Dear Mr. Chaiman: 

PurBU8Dt to your request of January 26, the Seneral MaDager of the 
Alaska Railroad prepared an aoalyais of the factors 1Dvolyed in a 
proposed rail liDk across CsDada to Alaska, u8iq the Battelle Report 
aa a point of departure. Mr. Sm1 th subm1 tted a statement direct to 
the Comm:I.ssion bY' letter of March 8, 1961 and discussed his f1Ddiq8 
vi th the Ccma1ssion members at 1 ts meeting of March 29, 1961. 

Based on the discussion at that meeting, Mr. Sm1 th has revised and 
supplemented his statement and has forwarded it to the Department 
for transmittal to the Comm1ssi('n. Fifteen eopies are submitted 
herewith and I am pleased to advise that the Deparbll8nt of the 
Interior concurs in the ~neral Manager's obsel"9'8tions and conclusions, 
and recommends their acceptance bY' the Commission as a basis for 
further action on the proposed rail 

Hon. Warren G. MagnuBOn 
Chairman 
Alaska International Rail and Highway 

Coama:Lssion 
UBi ted States senate 
Wash1ngton 25, D. C. 
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TRANS-CANADA-ALASKA RAILRCAD 

It was a privilege to examine the Battelle Report on transportation 
problems in Alaska. No derogation is intended in raising the question as 
to whether the report suppUes an adequate basis for decision as to the 
building of a rail link between The Alaska Railroad and one or more of 
the southern railroads. Just as certainly this report does not pretend 
to provide a final answer to this question, but rather to bring to the 
reader t 8 attention the fact that justification for such a rail link rests 
only in part on tonnages and developments which may develop in the 
future. If an extension of the Canadian National Railways or an extension 
of the Pacific Great Eastern is treated as a planned facility and con
sideration ia given only to the justification of a rail link between The 
Alaska Railroad and the Canadian border, there are tonnages and revenues 
presently available which should be studied in detail by experts thoroughly 
familiar with the traffic and tariffs involved before any sound decision 
regarding the feasibility of such a rail link can be reached. 

For the purposes of this report three basic assumptions will be made, 
as follows: 

I. The rail line between the Pacific Great Eastern, or the 
Canadian National, and the Alaskan border will be considered as 
a planned facility to be built by the Wenner-Gren group or some 
other group, or government agency. 

2. The construction of a link between The Alaska Railroad 
and the Canadian border will be constructed as an extension of 
The Alaska Railroad, and revenues will be required to defray 
operating costs (including depreciation on depreciable items), 
but amortization of the investment would be recovered as 
appreciation of public domain, creation of tax-producirm income 
and benefits which would accrue through advantages to the national 
defense. More detail will be devoted to these items later in this 
report. 

3. The proposed link connecting The Alaska Railroad to the 
border will be built from Rex (Kobe), Alaska to the Canadian 
border, a distance of 298 miles, at a cost of $300,000 per mile 
to standards equal to the present main line standards of The 
Alaska Railroad. V/bile this route is somewhat longer than the 
route indicated in the Battelle Report, maintenance problems 
would be substantially lessened. Further, consideration must 
be given to the fact that substantial tonnage will now southward 
from the junction point. 
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With the making of the above assumptions,:l this report will devote itself 
to consideration of the following five aspects of existing, rather than 
future, conditions which must be considered in detail before any final 
decision is reached. 

I. The impact of the transcontinental rate structure on such 
a proposed link, and the revenues (and tonnages) that are potentially 
available to such a proposed link~. 

2. The actual added costs which would accrue to The Alaska 
Railroad if such a link were built, as opposed to the hypothetical 
projected operating costs computed as though the proposed link 
were a new, separate entity. 

3. Benefits which could accrue to Alaskan consignees, both 
civilian and military, if such an all-rail link were available. 

4. Factors supporting the assumption that amortization 
costs need not be met from operating revenues. 

5. Suggested location of the proposed link between Rex (Kobe). 
Alaska and the Canadian border. 

Each of the above items will be the subject of a section of this report in 
the order as expressed above. 

Section 1. 

The Battelle Report failed to indicate that much, if any, Significance had 
been given to the impact the .transcontinental rate structure would have on 
any feasibility study. Transcontinental rates on commoditi~s originating 
from points east of the Missouri River are equal to Seattle and to Prince 
Rupert, even though Prince Rupert is some 600 miles closer to Seward, 
Alaska on the water route than is Seattle, ';iiashingtone Examination of 
the attached map (Exhibit itA") will indicate the alternate route from 
Chicago, nllnois to Seattle, Washington, and Chicago to Prince Rupert. 

The routing to Prince Rupert passes through Prince George and advances 
469 miles westward to reach . Prince Rupert. Assuming completion of the 
proposed railroad, for the purpose of this report it is assumed that this 
same mileage of 469 miles would.produce a rate equalization point on the 
proposed railroad 469 miles north of Prince George, or only 988 miles 
from junction with The Alaska Railroad at Rex (Ko be).. For the sake of 
ready reference, this point 469 miles north of Prince George shall 
henceforth be referred to as "Rate Point A". 
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Admittedly, this mythical rate point does not now exist. but with the 
completion of the through route to Alaska# the application of the through 
rate frC?m the East to Prince Rupert could be logically applied to a point 
northward on the route equidistant to the Prince- George .. Prince Rupert 
mileage. The same justification as now exists for the Prince Rupert rate 
would apply, namely, the movement of tonnage beyond the last named 
point to which a transcontinental rate would apply la 

The present Alaska Railroad is operating within its revenues ,by virtue 
of its local tariffs and its di~sion of existing tlirough tariffs. It is' . 
contemplated that these revenues would not decrease substantially if the 
present tonnages were received at a point north of Anchorage rather than 
at Seward. For the purposes of this report the revenues available for the 
transportation of tonnage from "Rate Point A" to junction with the present 
Alaska Railroad faciUtyare therefore equal to the water rates Seattle to 
Seward including Seattle terminal charges. A weighted average of this 
rate on the tonnage involved is approximately $45.00 per ton of 2,000 
pounds. 

For more.than a year and a half the Canadian National Railways has been 
conducting~nvestigatioDs on th"e volume of traffic destined for.Alaska 
which could prQperly be considered as originating In.the M1dwestor 
East and which· might., "1thadvantage; uti1ize~he tr8.nsc<?,~iriental rate 
structure. Their findings to date iodic.ate. that an average annual tonnage 
in the order of 150,000 tons of freight is presently in thi~ category. 
Present water charges (including Seattle terminal charges )Seattle to 
Seward would total some $6, 750,000, or. a ton mile. rate on. the tonnagf:;!s 
outlined for the 988 miles from "Rate Point A" to Rex (Kobe) of better . 
than 4. 5e per ton mileo Thf:;!se figures d9 l1~t reflect the-costs. of' . : 
breaking bulk shipmeIJts at Seattle, warehousing and subsequent ctrayage. 
to the docko Such ~ges are not generally reflectedas.fre!ght c~ges 
in the Alaska trade, but rather are reflected in the invoice prices' 'of 
the commodities involved.. They represent substantial charges, howfi!ver, 
and avoiding them would· be. an added inducement to shippers to use the 
all-rail route. .. .." 

Therefore# detailed consideration must be given to to~ges presently 
available to the proposed rail link by virtue. of the long~ ~aul tariff 
picture presently existing on the transcontinental raiIroads. . Such 
tonnages would virtually baiance off the added operatingcq~ts inv()lved, 
with the future tonnages to be generated from the developed country, as 
per the Batt~lle Report,. constituting a plus factor to produce a net 
reserve after costs are meto '. 

. .' . 
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It is acknowledged that the 150, 000 tons indicated is a minor portion of 
the tonnage presently moving through the Puget Sound gateway and other 
West Coast ports to Alaska. The total of this dry cargo tonnage is indi
cated by the Battelle Report to be in the neighborhood of 450,000 tons 
per year (Table VII-2 of the Report)o There is no intent to suggest 
that the indicated tonnage of 150,000 tons would grow at the expense of 
the substantial tonnage that would remain to be moved from the V/est. 
The present north-south structure in the West does not at present con
tain through rates' from the south to points much farther north than 
Seattle. However. south to north rate structures have indicated an 
awareness that such rates must be competitive with the transcontinental 
rates to Seattle. With the establishment of a through rate from Prince 
George to the Alaska Railbelt there is every reason to believe that 
similar through rates would develop to enable the West Coast to compete 
vigorously with the East for the traffic involved. 

Section 2. 

The Battelle Report aSL>t..unes operating costs of approximately $15,. 000 
per mile for the proposed link from Rex to Whitehorse, based on the 
present operating costs of the existing Alaska Railroado It is also 
noted that the Battelle Repo'rt utilizes The Alaska Railroad F. Y. 1959 
annual report as a basi:::; for the estimates.. For purposes of comparison, 
this same annual report -.vU: be utilized in this reference. 

It is felt that the estimates i!! the Battelle Report substantially overstate 
the operating expenses of the added rail link between Rex and \lVhitehorse. 
These estimates overs!a'i:e, to a lesser degree, the per mile operating 
expense of the total· facU:.iy o! The Alaska Railroad if the proposed link 
of 680 miles were added '!o The Alaska Railroad, as follows: 

It is preswned that the Battelle Report considered a proposed rail link 
from Rex to Whitehorse becal!se the planned facility from Prince George 
extended no farther than Whitehorseo This report will deal with the 
added costs of a rail link from Hex to the Alaska border only, although 
Exhibits "B", liB-I", and "B-2" will show costs from Rex to the Alaska 
border as compared with Rex to "~lbitehorseo It is interesting to note 
that the added costs per mile decrease \\ith the extension of the proposed 
link into Whitehorseq 

The total operating expense of The Alaska Railroad as indicated in the 
F. Yo 1959 report includes large expense items which would not be 
duplicated in the operation of the proposed 298 mile linko It is well 
recognized that The Alaska Railroad has both plant and equipment 
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installed in response to military rather than economic necessity at time 
of installation. Depreciation charges in this plant and equipment run 
high and would be duplicated only in small part on the proposed link. 
Additionally, the present cost statement includes substantial longshor
ing costs in connection with the Seward dock operation and depreciation 
charges on the dock facility at Seward, combined with depreciation 
charges on river equipment used out of Nenana. These charges would 
not be applicable to the proposed link or to true rail line operating costs. 
The proposed·link would not provide any significant increase in Traffic 
Department c(ista or General and Administrative overhead. Further, 
the Alaska Railroad general repair shops, stores department, and 
engineering department costs, together with depreciation costs on plant 
and equipment, would continue, but not be duplicated with the addition 
of the proposed link. Such physical facilities as now exist would, with 
little or no expansion, handle the service requirements of the proposed 
link as well as the existing railroad. The following recapitulation will 
indicate how the added cost and added mileage will combine to produce 
a per mile operating cost for the total of the existing railroad and the 
proposed 298 niile link that is less than the per mile cost estimate for 
the proposed link alone. 

Total expense (Fa Yo.1959) for 
existing Alaska Failroad 

Less Seward longshore & dock costs 
Less river equipment depreciation 

Total applicable costs 

Operating cost per mile 

$ 12, 890,480.00 

1,061, 975.00 
73,897.00 

11, 654,616.00 

21,703.00 

This figure must now be =ombined with the line maintenance and train 
operating costs of the proposed link. Cur engineering department 
estimates the line maintenance costs would approximate $1" 185,426 
(See Exhibit riB"). You will note that Exhibit liB" also shows the line 
maintenance costs of the 680 miles Rex to "vVhitehorse as $2, 705, 000, 
or approxiniately equal to such costs for the present. Alaska Railroad. 
It is true that In this last instance a greater mileage is involved, but 
present engineering department costs· are loaded·heavily with depreciation 
costs and superintendence that would not be duplicated on the proposed 
link. 

Train operation cost estimates are based on available tonnages as out
lined in· Section 1 above which require three round trips per week over 
the proposed link, or one train per day traveling one way. Wayside 
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facilities were limited at the outset to three agency stations and one 
complete and one joint small engine house in which emergency running 
repairs could be made. Estimate for such train operations is $933,483.80. 
This estimate is comprised of actual train crew and mechanical payroll 
costs based on present pay rates and fringe benefits such as sick and 
annual leave, etc. Locomotive costs were continued at the present unit 
mile cost of $1. 050 This latter figure would undoubtedly decrease as now 
idle units contributing depreciatim costs to the present unit mile cost 
were better utilized. To these payroll and locomotive unit mile costs 
were added a contingency item of $137, 500 and a freight car repair and 
per diem cost of $202,671 (one-half the freight car repair and per diem 
charges for F. Y. 1959 on The Alaska Railroad) to reach the total of 
$933,483 as the cost of train operations over the proposed link (See 
Exhibit liB-I"). The s:um of the line maintenance and operating costs 
is therefore $2,118,909. 

Total applicable operating costs of the present facility have been shown 
as $11,654,616. To this figure must be added the estimated operating 
costs of the proposed rail link as shown in Exhibit IIB-211. You will note 
that the added operating cost of the proposed link ReX' to the Alaska 
border is $2,118,909 for a distance of 298 miles, or an operating cost 
of $7,110 .. 43 per mile. (See Exhibits liB-I" and IIB-211. ) 

As indicated in Section I of this report, a survey by the Canadian National 
R.ailways indicates there is presently available in the order of 150, 000 
tons of freight destined for Alaska from points in the Midwest or East 
which would be influenced by the transcontinental rate structure. This 
tonnage, moved over the 988 miles from IIRate Point A" to junction 
with the present Alaska Railroad, at an amount equal to the alternative 
ocean haul costs, produces a ton mile revenue of slightly better than 
4. 56~ per ton mile, without including Seattle warehouse cost. The above 
indicated added operating cost of the proposed Alaska Railroad-Alaska 
border proposed link is $7,110.43 per mile or, based on the movement 
of this same 150,000 to.ns, 4. 7402~ per ton mile. 

Admittedly, the train operating costs as shown above represent an 
austerity type operation.. However, the operation was tailored to fit 
only the 150,000 tons used in this report. The tonnage involved repre
sents only about 1,000 tons per train and a tonnage three times as great 
could be absorbed with the same service at only a slight increase in 
cost. No effort has been made to apply revenues which would accrue 
from the movement of southbound freight or from freight which may be 
generated from any point in the area to be served by the proposed rail 
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link~ or from military freight which would move over the proposed route 
for reasons other than rate considerationso Obviously, as such tonnages 
develop" attendant revenues would support required additional service. 
While much of the timber and mineral resources outlined in the Bs.ttelle 
Report is located in Canada, the proposed rail linIt, in conjunction with 
the new Port of Anchorage, could well provide a direct export routeo 

Further, for the purpose of this study, the tonnage utilized comprises 
only about a third of the dry cargo coming into this areao This tonnage 
was selected because of existing rate structures from the East. 'With the 
establishment of a through route to Alaska it is safe to assume that south 
to north througb rates will develop from points San Francisco and south, 
and that these through rates will equalize with the transcontinental rates 
at some point along the proposed route with resulting added tonnage and 
revenue for the proposed routeo 

Section 30 

I 

Present avenues of transportation present an obstacle to the maintenance 
of true distribution centers in Alaska. Unless a producer is located in 
the Puget Sound area or in the San Francisco Bay area, he is faced with 
the likelihood of the cost of breaking bulk shipments at one of these 
points, warehousing his product and then bearing the cost of drayage 
from warehouse to docko There is little il?-centive for the producer to 
assume the costs of warehousing stocks in Alaska if he must continue to 
pay the costs of like handling of the same freight at the trans-shipping 
point in the Puget Sound area or the San Francisco Bay area. Because of 
this, producers' stocks are rarely maintained in Alaska with the result 
that businessmen in Alaska must operate with the cost burden of financ
ing three inventories of stock, one inventory on order and in the process 
of drayage to the docks or on the docks awaiting transport, one inventory 
on the high seas, and one inventory on the shelves. 

As Alaska develops, the need for producers' outlets in Alaska grows. 
Already scattered efforts are being made to meet this need through the 
use of "prepay allowances", but the cost of the extra warehousing and 
handling continues because of the inability to ship a sealed carload from, 
say Chicago, through to ultimate destination. 

Much of the military's supplies is produced in the industrial centers of 
the Midwest and East, and these same supplies must undergo not less 
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than two extra handling operations. and in most cases three handling 
operations before the load is set out at destination for final unloading by 
the military personnel at the bases involved. 

Section 4. 

Several intangible factors support the assumption that the proposed govern
ment built rail link need not be amortized from rail line freight revenues. 
Consideration of amortization and interest as operating costs" of the pro .. 
posed railroad depends entirely upon the point of.·View. If a privat,e· 
investor should consider building such a railroad" interest wo~ld obviously 
be a part of the cost of doing business. Whether amortization should also 
be considered a part of the operating cost would depend upon the fiscal 
policies and programs of the railroad builder and operator and upon. 
applicable law. 

It cannot be emphasized too strongly t1:1at the major economic values which 
good railroad transportation creates accrue, not to the owners and 
operators of the railroad, ,but to the owners of the land along the right of 
way. For example, millions of dollars in private values an4 private 
profits of economic and business enterprise have, been created by The 
Alaska Railroad but do not figure in the Railroad's balance sheets. It 
follows that interest and amortization of i~vested capital are.not meaning
ful costs of the proposed railroad if the owner of the land. along the right 
of way is also the builder and operat~r of the railroaqe This is the same 
as saying that loss of interest must be more than balanced by (1) increases 
in land values along the new railroad. (2) the, establishment of natural 
resource values which could not exist in the, absence of transportation 
access, and (3) the related tax poteptials which.such increased values 
would provide as the land was withdrawn into privateowne~shipo In view 
of the burgeoning oil and gas industry in Alaska, anq the vast untapped 
power potential, the creation of a-virtually ready-made pipeline and power 
transmission line right of way, complete with servicing transportation, 
is a factor which falls in this groupo 

To base a judgment as t9 whether this type pioneering ,railroad should be 
built on the question of ability to earn interest is fallacious from an 
economic standpoint because it ignores this potential of values which 
creates income for the owners of the property along the new railroad in 
addition to the income values to the railroad itself because of goods which 
it transport So 
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There is still another reason why the proposed railroad, if government
built, should not be required to pay interest on capitalo Without this 
requirement, interest, when earned~ can be plowed ba.ck into railroad 
improvements and betterments. Many millions of dollars of Alaska 
Railroad earnings have thus been used for capital improvements because 
interest did not have to be returned to the Federal Treasury. 

On the basis of this kind of reasoning it follows that interest should not 
be charged as an operating cost of the proposed railroad and that an 
economic appr'aisal of its earnings potential should cover, not only the 
estimated net income of the railroad itself, but also an estimate of the 
amour!t of property and tax values which would be created along the 
railroad right of way. 

The available copy of the preliminary. Battelle Report indicates that such 
treatment must be conSidered as outright subsidy. Yet this same logic 
is not pursued with reference to the rather extensive highway network as 
recommended in their report. 

In the preliminary Battelle Report the l\,l.lilitary considerations are 
specifically excluded. This writer shares with the Battelle Institute a 
reluctance to pose as any sort of expert in this highly specialized field. 
However, the Alaska Inof;ernational Rail and Highway Commission con
tains members who are qualified to evaluate the significance the proposed 
rail link would have on military defense planning., It is for this purpose 
that the following thoughts are set forth. 

Modern weapons have become so sophisticated that tremendous investments 
are contained in relatively small packages" It is entirely possible for the 
Government to have an investment of several millions of dollars in a 
weapon or piece of apparatus that occupies one, or at the most" two rail 
cars. The complexities and delica<:!y of such equipment are such that 
handling or loading and unloading operations rapidly asswne risks of very 
substantial sums of money through damage. EVen worse, the equipment 
may be rendered inoperative pending availability of suitable repair parts 
and the expert knowledge needed to effect repairso Some of this equip
ment is not susceptible to movement by highway carrier over pioneer 
type roads~ or must be dismar!tled to effect· such transportation and can
not arrive at the using point in a re~=Ldy-to-use state of assemblyo 

The movement of explosives and ammunition is presently beset by many 
obstacles if moved by the present water and ov~rland method. V'Jhile 
there are few restrictions to trainloads of such freight. regulations 
severely restrict the amounts that can be discharged from a vessel at 
docks engaged in commercial operations. 
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Section 5. 

The proposed rail. link route from Rex (Kobe) "to the Alaska border 
follows the route indicated in the Army Engineers' report dated October 
12 .. 1942 •. This route is' somewhat longer thanwQuld be the case if the 
highway routing and highway mileage were followed. However, it is 
anticipated that additional rail milea-ge along the highway route to av oid 
excessive grade would niore":than equalize the apparent difference in 
mileage. In" addition, the" route laid out by the Army Engineers east 
from the border to Carmacks skirts a mineralized region capable of 
ultimately developing tonnages for rail haul south or for export. 

The Battelle Report makes reference to a possible extension of the 
Fairbanks-Eielson branch as permitting the shortest potential rov.teo 

However, "indications "are that construction and maintenance prob)"ems 
\ 

from this point would far outweigh any mileage savings involvedo 

Additionally, population density would" assure a substantial amount of 
freight being routed south from the junction with the, existing Alaska 
Railroad and the Rex junction would eliminate the penalty to this tonnage. 

At present approximately 51,500 tons of the dry freight coming across the 
docks at Seward and/or -vVh1ttier for rail movement beyond goes to 
points Nenana and north, with the balance going principally to Anchorage 
and 'Palmer area. This 51, 500 tons does not include the interline piggy
back tonnage to points: Nenana and north, presently moving at an annual 
rate of approximately 17 .. 000 tons. 

Conclusion: As stated before .. this report or statement is an attempt to 
support an opinion: that the -Battelle Report, as read, does -not present a 
conclusive case against 'such "constructiollo Furthe r, it is an attempt to 
present the fact that feasibility; of the proposed link does not depend on 
the development of as yet unproved resources or the generation of 
tonnages therefrom. Also, it is an attempt to direct the attention of the 
Commission to the tonnages that are presently available because" of the 
transcontinental rate structure, and other through:. rates as they develop 
and become effective. 

This report can offer three -specific recommendations: 

1. That the Commission should t8.ke into consideration the tonnages and 
rate advantages presEmtlyavailable -to such" a proposed rail link 0 Such 
a study bas'alreadybeen conducted to a degree by the Canadian National 
Railways.' 'Further study would require detailed research both as to 
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long haul, heavy minimum carload rates, and the ability of the Alaska 
Railbelt to utilize properly factory distribution facilities. In addition, 
the possible benefits to military defense should be explored with the 
thought iD mind that logistical support capabilities are not the sole 
criteria.. The results of such a study may well indicate that present 
benefits would cause the construction to be viewed in a favorable light, 
with the tonnage to be generated through development of the country in 
the future assuming the proportions of a reward, or profit, to the far
sighted. 

2. Operating cost considerations should be based on the added operating 
costs of the proposed link as an addition to an already operating entity 
so that the proposed link does not have to shoulder the cost burden of 
a headquarters plant with its attendant fixed costso 

3. Should the Alaska International Rail and fRghway Commission pursue 
this matter further with Canadian authorities, it is suggested that the 
Commission should strongly urge that the rail link from the Alaska 
border south to connection with existing rail systems south be con
templated in the same light. A rail link southward from The Alaska 
border to connection with the Canadian National Railways at Hazelton 
appears to offer economies in construction of such a link that would 
enable the new rail link to avoid the costs of separate general repair 
facilities, purchasing facilities, and accounting and administrative head
quarters with attendant heavy fixed costs. A similar link southward 
from the Alaska border to connection with the Pacific Great Eastern at 
Prince George could rely on the already existing plant of that railroad. 
Such a procedure would produce an operating cost picture substantially 
below that contemplated in the Battelle Report. 
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DIVISION OF CPERATIONS 

ENGINEEHING 

Superintendence 

Maintenance of Way and Track 

Maintaining Track Structures 

Maintaining Auxiliary Structures 

DismantUng Retired Non-Depreciab1e 
Property 

ether Road and Structure Expense 

Removing Ice and Snow 

Depreciation - Buildings 

Depreciation - Cther Structures 

Section Mess Operation 
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EXHIBIT liB" 

F"ex to Border Rex to ~lbitehorse 

(298 miles) (680 miles) 

* 39,,441.00 $ 90" 000. 00 

635,441.00 1, 450,000~ 00 

39" 441.00 90,0000 00 

43,)823.00 100,000.00 

2,203" 00 5,000 .. 00 

4" 382., 00 10,000.00 

175,290. 00 400,,000 .. 00 

43,823,00 100,000 .. 00 

175,290.00 400,000.00 

26,294.00 60, 000.00 

$ 1,185,426.00 $2, 705" OOOe 00 



EXHIBIT liB -111 

TRAIN OPERATION COST 

Train crew cost (298 miles per trip 
plus 25 miles initial and terminal 
work, 3 round trips per week - annual 
mileage 100,776 miles at $1,,93 per 
mile, including benefits) 

Car repairs and per diem 

Locomotive Cost (Based on $1. 05 per 
unit mile, 3 units per train) 

Engine House Crews 

Agents Cost (Based on 3 one-man 
agency stations) 

Contingencies & Miscellaneous 

Plus Track Maintenance 

Rex to Border 
(298 miles) 

Rex to Whitehorse 
(680 miles) 

Based on 
227~ 760 miles 

$ 194,497.60 

202,671.00 

317,444. 40 

45,894.60 

35,475.40 

137,500.00 

$ 933,483. 00 

1,185,426.00 

$2.118,909.00 

$ 439,576.00 

405,342.00 

717,444.00 

91,789.00 

59,124. 00 

275,000.00 

$1,988,275.00 

2, 705,000.00 

$4,693,275.00* 

*In original report the figure of $4,701,000.00 was given because of 
an error in work papers. 
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EXlllBIT liB-2ft 

REX TO ALASKA BORDER (298 miles) 

Total applicable costs (Present ARR) 

Operating cost per mile 

Total applicable costs present ARR plus 
operating costs of 298 mile extension = 
$11,654,616 plus $2,118,909 

Mileage of present facility plus proposed 
link to border· . 

Operating c'ost per mile combiried facilities 

Operating cost of added facility only 

REX TO V/HITEHORSE (680 miles) 

Total applicable costs (Present ARR) 

Operating cost per mile 

Total applicable cost present ARR plus 
operating costs of 680 mile extension == 

$11,654,616 plus $4,693,275 

Mileage of present facility plus link te> 
Whitehorse 

Operating cost per mile combined facUities 

Operating cost per mile of added facility only 
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$ 11,654,616.00 

21,703.00 

13, 773,525.00 

835·miles 

16,495.00 

7,110.43 

$ 11, 654, 616. 00 

21,703.00 

16,347,891.00 

1217 miles 

13,4320 00 

6,901" 87 
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~DDENDUM 

The initial report by the writer based cost figures on the construction of 
the rail link from Rex to Whitehorse in order to parallel the comments 
in the Battelle Report. For obvious reasons this revised report deals 
with the extension of the UnIt Rex to the Alaska border. After discussing 
the foregoing report on the proposed railroad across Canada to Alaska' 
with some of the members of the Alaska International Rail and Highway 
Commission, it appears that impUcations regarding tonnage figures are 
not entirely clearo Actually, other tonnage over and above the 150,000 
tons indicated in the report -would be available to this proposed railroad 
and such increased tonnage handled would improve the' economic 
feasibility. 

It should be emphasized that this 150, 000 ton estimate as developed by 
the Canadian National report was made after a rather thorough study on 
the part of traffic. experts of that railroad in the interest of developing 
a freight car barge system from Prince Rupert to Seward or Whittier. 
Subsequent investigation by The Alaska Railroad indicates that this is 
a fairly reUable figure. ASSuming that only 150,000 tons annually were 
handled over the trans-Canadian railroad, we estimated train service 
at three times a week. 

In addition to the 150, 000 tons available by virtue of origin from points 
east of the Missouri River, -thezeis also ,conSiderable additional tonnage 
that would be available. As an i11ustration, in 1960 The Alaska Railroad 
handled 51,500 tons under its own billing into Fairbanks plus 17,000 tons 
via piggyback. In addition, current reports indicate that the Port of 
Valdez handled approximately' 30, 000 tons annually into the Fairbanks _ 
area and that there are approximately 15,000 tons annually being moved 
over the Alaska Highway to the Fairbanks area. This constitutes a total 
of 113, 500 tons. Admittedly, some of this tonnage is already considered 
as a portion of the 150, 000 tons of transcontinental freight. However, 
as indicated earlier ii1 the report, the establishment of south to' north 
through rate structures from points on the V/est Coast will make sub
stantial portions of this same West Coast freight available to the 
proposed link for transport to the Fairbanks area.. 

Under estabUshed rate-setting patterns, that freight originating from 
points east. of the Missouri River would move into the Fairbanks area 
with transportation costs at more nearly parity with such costs to 
Anchorage then now may be done. This could well enable Fairbanks 
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to assume its rightful role as the distribution center for the northern 
part of Alaska with a resultant reduction in the cost of living for 
Interior Alaskans. 

Since completion of the Canadian National studYD the rapid growth of oil 
exploration on the Kenai Peninsula has created new tonnage potentials,. 
The 1961 agenda alone calls for the drilling of 36 new wells. This means 
increased tonnage movements to Alaska, not only for oil well supplies, 
but for subsistence items for the workers and their families and for 
building materiais with which to create whole new communities. 

Recent news articles indicate the transfer of the Army's winter test 
station from Ft. Churchill in Canada to Ft. Greely, Alaska with a 
resultant increase in tonnage to the new test site. Much of the equipment 
to be tested would benefit from availability of a method of through move
ment from the East. At present a good deal of the military tonnage 
moving to Alaska is moved from storage at Ogden, Utah to San Francisco~i" 
and/or Seattle for trans-shipping to Alaska. A substantial portion of 
this tonnage could be moved direct to Anchorage or Fairbanks over the 
proposed link at a saving when the cost of multiple handlings is combined 
with present transportation charges. 

The figures compiled by the Canadian National could normally be con
sidered current. Yet in the brief span of time since they were compiled~ 
the events just outlined tend to cause them to seem ultraconservative. 
The following is quoted from a recent publication of the Association of 
American Railroads: "ProjPctions indicate that in the next 15 years 
America will need to build 15 new Chicagos to take care of 60 million 
additional people. The Army Corps of Engineers recently estimated 
that present inter-city freight traffic would double by 1980, and double 
again by the year 2000". 

The charge could be made that the proposed rail link could hurt the 
Pacific Northwest because traffic may by-pass this route. Indeed, the 
opposite could well apply. Rai;road in-transit rates, which permit the 
movement of raw materials to a processing point and then the resumed 
movement of the finished product on a through rate basis could improve 
the pOSition of the Pacific Northwest as Alaska's population grows. . 

The writer feels that the proposed trans-Canadian railroad would form 
the backbone of a transportation system to Alaska. Lateral highways 
could make its advantages felt over a wide area. In the twenty years 
that the Alaska Highway has been in operation its lack of extensive use 
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bears mute testimony to the fact that long haul motor trucking is not 
the answer to the transportation needs of the area invclved.. Trucking 
over the Alaska Highway has not to date provided a widely competitive 
form of freight transportatiollo 

The report on the proposed rail link was intend.ad to show thG.t the 
150, 000 tons of freight presently available from the eastern portion of 
the lower 48 states would support added operation costs as an extension 
of The Alaska Railroado It was dona deliberately to dramai:ize the 
importance of this tonr.age. If feasib1.e on this basiS, how much more 
so when one considers the additionai tonnage referred io in this addendur.a 
plus the locally generated ton: age! hnagine the increased feasibility 
w it!. the t:;'emendous impact of the population explosion in the decade 
of construction! The tlme required fo!" treaty negotiations, seeking and 
receiving approval from Congress.:l detailed engineering .nudies and the 
time required for actual construction preclude the proposed Unk from 
becoming a reali'l:y in much less than ten years. With the projected 
population growth as projected an.d the resultant impact on Alaska, 
substantial increases in the tonnages used .in this report can be expected. 
with attendant benefits available to the proposed link before the first 
spike is driven! 

It must be emphasized again that the projectedminim:um of 150, 0.00 
tons annually requires only 1" 000 tons p.er tr$for three trains per 
weeko This same train service could easily -handle three times this 
tonnage with a ~e:ry:~ominal increase in operating costs •. Railroad 
transportation is ,characterized by sharply diminishing cost ratios as 
traffic increases up to the capacity of a given railroado 
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Mr. Carl L. JUDge 
Executive Director 

United States 
DEPARTMENT OF THE INTERICR 

The Alaska Railroad 
p. C. Box 1-2111 

Anchorage, Alaska 
March 8, 1961 

Alaska International Rail " Higbway Commission 
Suite 705, 1809 G"Street, N. W. 
V/asbington 25,"--'D. C. 

Dear Mr. -Junge: 

In accordance with the attached letter dated February 9, 1961 from Secretary 
of the Interior Stewart Le UdaU, I am enclosing a statem-ent as to the 
proposed rail link' across -Canada to Alaska. 

ThIs Statement has not been cleared with the Secretary of the Interior and 
it i8 understOOd that the news expressed are not necessarily those of the 
Department of the Interior. 

For Simplicity's sake, I have utiUzed only tonnages considered to originate 
east of the Missouri River and whicb would be Wtely to move over the pro
posed route because of the advantages -of the transcontinental rate structure 
now in effect. West Coast tonnages, whicb could be aVailable, and tonnages 
to be developed in the future 'bave not been considered, and Increased 
revenue to the eldstlag Alaska Railroad has not been used asa justiflca
tiOD. It 18 unfortunate that DOne of the preseally published tonnage sta
tistics rellect in ~ way the tonnages that are now and will be generated 
because ,of the fast-growing 011 industry OIl the KeD81 PeDinBula. 

The routllJl to Whitehorse from The Alaska Railroad departs The Alaska 
Railroad at Res. From Rex to approximately Big Delta the route follows 
the DOrtbem elope of the Alaska Range. Construction costs and malnten ... 
&DCe cost. are indicated to be much lower than the suggested extension of 
the preseat FairbanJra-Eie18oD brancb. 

I sball be baPP7 to attempt to answer further questions during my appearance 
in wasb1ncton the latter part 01 March. 

D. Smith 
General Manager 
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UNITED STATES 
DEPARTMENT OF THE INTERIOR 

Office of tbe Secretary 
Washington 25, Do C. 

FEB - 9 1981 

Dear Mr. Smith: 

There is enclosed a copy of a letter of January 28 from Senator 
Magnuson requesting your assistance in the work of the Alaska 
International Rail and Highway Commission, and a copy of our 
reply. 

This will authorize you to prepare aDd submit to the Commission 
a statement as to the proposed rail Unk across canada to Alaska, 
and to discuss the problem with members of the Commission and 
its staff. 

Since there will not be time to clear your statement here, it is 
understood that the views expressed will be your own and DOt 
necessarily those of the DepartmeDt. It Is suggested that you 
send your statement directly to the Commission with copy to this 
office. 

Mr. D. J. Smith 
General Manager 
The Alaska Railroad 
p. O. Box 7-2111 
Anchorage, Alaska 

Enclosures 2 

Sincerely yours, 

S, Stewart L. Udall 
Secretary of the Interior 
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ALASKA INTERNATIONAL 
PuAIL AND HIGHWAY COMMISSION 

1809 G Street NW. 
Washington 25" D. C~ 

January 26" 1961 

Dear Mr. Secretary: 

During its study of the· economic feasibility· of rail and highway 
transportation facilities connecting the forty-eight continental -
states with central Alaska, the Commission has received confUcttng 
data on' capabilities, construction and operating costs and other 
infonnation relating to railtransportatiollo 

As you know, Public Law 884, 84th Congress, which estabUshed 
the CommiSSion, authorizes me to utilize the facilities, information 
and personnel of the establishments of the executive" branch· of the 
goverrinient and authorizes you to furnish such informatioDo· 

It is requested that the General Manager of the Ala,kaRailroad, 
as an expert in his field of ra1lroading, without committing the ' 
Department, be authorized to furnish the Commission a statement 
of his views relating to the eStablishment of a rail link between the 
United States-Canadian rail network and the Alaska Railroad. It 
might be desirable to have Mr. Smith meet with some of our members 
to discuss with ·them the details of such a projects 

Since the time for submission of our report to the Congress is 
rapidly expiring" I will be grateful for your prompt response to 
this requesto 

The Honorable Stewart L. Udall 
Secretary of the Interior 
Washington" D. C. 

Sincerely. 

Warren G. Magnuson, USS 
Chairman 
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REPORT TO THE ALASKA INTERNATIONAL RAIL AND HIGHWAY COMMISSION 

An Appraisal of Studies on Transportation 
Requirements for Northwest North America 

by 

W. B. Saunders & Company 
844 Pennsylvania Building 

Washington 4, D. C. 

I. Purpose of the Report 

This report is an evaluation of certain transportation aspects 

of the research report prepared by Battelle Memorial Institute on "An 

Integrated Transport System to Encourage Economic Development of North-

west North America," dated March 15, 1961 and submitted to the Alaska 

International Rail and Highway Commission. Subsequently this report 

was the subject of comment and analysis by D. J. Smith, the General 

Manager of the Alaska Railroad. The analysis here will deal with 

basic transportation issues raised both by the Battelle study and by 

the Smith Report. 

In this report we shall evaluate the assumptions, conclusions 

and recommendations on transportation requirements dealt with in both 

studies. However, we shall not attempt to evaluate the underlying 

economic estimates as to known resources of Alaska and the Yukon. 

Rather, we shall adopt Battelle's estimate that about 300,000 tons 

of new mineral traffic (including mine supplies) may be developed 

in Northwest North America in the next twenty years. 
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11. Analysis of the Battelle Report 

At the outset it should be emphasized that the Battelle study con

cludes that principal developments of known resources will occur over 

the next twenty years in areas along or close to the coast (page 1-16). 

For this reason Battelle assumes that little of the increased tonnage 

will be susceptible to movement overland. Further, Battelle suggests 

that "if major freight movements result from future discoveries of 

mineral resources in regions back from the coast in Alaska, Yukon Terri

tory, and in Northwestern British Columbia, these could be handled most 

economically by shipping to the coast over the shortest possible route 

available at that time and thence to markets by water transport." Thus, 

demand for land transport is found to be limited essentially to tourism. 

This is a critical assumption. A general review of the terrain 

will show that resource developments at certain points in the interior 

would call for the construction of relatively expensive land transport 

to cross the various mountain ranges between such interior points and 

the coast for subsequent movement by water. Furthermore, if the ulti

mate markets for such developments were located at points in the 

interior of Canada or the 48 Continental States, it would not necessar

ily be more economical to move such traffic to an Alaskan port for water 

movement south to a Canadian or American port, thence for movement east 

to the interior. There could be some situations in which an inland 

direct connection by rail or highway would be more economical than the 

three-way handling assumed in the Battelle study. Furthermore, in addi

tion to the handling question, there is the element of circuity, While 
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it is commonly held that water transportation is cheaper than land trans-

portation, there certainly is a point at which, even if other things were 

equal, excessive circuity would eventually operate against even the cheap-

est form of water transportation relative to direct land transportation. 

It is important to emphasize that the Battel1e study was confined 

to known deposits of raw materials and most of these are close to the 

coast. It is thus not surprising that as little as 300,000 tons of new 

freight were projected. As a consequence of this limitation the Battelle 

report fell back on the concept of tourism as "the only major economic-

development potential in the Area that would benefit substantially from 

major new or improved land-transport linkages between Alaska and the 

southern forty-eight states." 

Next, turning to tourism, aattelle makes a forecast of future tour-

ist traffic which can be achieved if certain assumptions are made. "In 

order to assure a real growth in tourism, it will be necessary to exert 

strenuous and constant efforts to this end from all angles, including 

the following: 

(1) Schedule more tourist or coach rates on airlines serving 
the Area 

(2) Continue to improve air schedules from the central and 
eastern parts of the southern 48 states 

(3) Give greater attention and service to visitors' needs 
in respect to lodging, eating, and other travel services 

(4) Develop a greater variety of tourist attractions and 
activities 

(5) Build more and hetter accommodations at low rates both 
in the Area and on roads leading to it 
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(6)' Reduce the distance and cost, and improve the comfort of 
auto travel to and in the Area 

" 
(7) Provide a variety of ways of traveling to the Area 

(8) Extend the length of the tourist season, striving for 
'neatly year-round, activity 

(9) Create and maintain effective promotional efforts." 

With tourism as the only b~sis for future development and with 

some very important assumptions which must be satisfied before tourism 

can grow, Batte11e concludes that the only way to permit the growth and 

development indicated is to ~uild or improve the highway system. In 

short, without any freight operation and with dependence solely on tour-
. (j 

ism, it would be quite true that a highway system would be the only 

means of stimulating economic growth in the Area. Yet this view is 

unduly narrow. 

In determining the costs vs. benefits of the highway program to 

satisfy the tourist needs, Battelle looks to the total expenditures of 

tourists in the Area and the resulting stimulation to the gross national 

product of the territory visited. Battelle estimates that "assuming that 

needed transportation facilities and tourist accommodations are provided 

and that vigorous, effective promotional efforts are launched'and-main';' 

tained, tourist expenditures in Northwest North America could soar from 

the present level of about $93 million to $472 million by 1980. In 

addition, a significant share of the additional expenditures, $123 mil-

lion, would swell the Area's payrolls and lead to increased employment 

and population, 21,600 and 130,'000' respectively.1t 
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In discussing the possibility of a railroad linking Alaska with 

present Canadian rail lines, Battelle makes several basic assumptions. 

The details will be discussed hereinafter but the theory is to be 

noted at this point. Battelle concludes that a new railroad linking 

the planne,d·Pacific Northern Rai~~ay with a terminus at Whitehorse to 

Eilson (near Falrbanks) would:cost $147.5 ,million and require 820,000 

tons of freight with an av~rage haul of 400 miles at revenues of 5 .cents 

per ton-mile in order to break even. It concludes that foreseeable 

freight mov,ement is but a fraction of that figure. 

We can test the logic of this approach by considering how it 

would compare with Jhe approach.built into the analysis~f tourism. 

First, in evaluating tour,ist potential, th~ .B~ttelle study sugge~ts 

that the availability of an improved highway~ system would,. greatly en-

hance the possibility of traffic ~development~.· I,t is not _~lear why this 

same point ~ould no-t be true with respect to ·:freight. development.: Un-

questionably, throughout history. th~".availability, of transportation has 

made easier and;more. rapid the development, of. 'fr_eight traffic, the ·tap-· 

ping o,f otherwise uneconomic natural resource's, and the ,growth of 

industrial development. Thus, provision of transportation facilities 

which would generate . .increased tourist traff.ic maY,·be expected .to help 

generate increased :freight traffic as.well over the lonl run •.. · 

, .. _ ::-. (\ 

Ill. Battelle Treatment of Rail Facilities 

- . .', c· 

The foregoing section has discussed generally the analytical 
. , '. I.. ".:! ;,1 

method used by the Ba~telle study. It now remains to evaluate this ap-
., 

proach in somewhat more detail. 
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An important element is the estimated investment cost for a new 

railway. 

It should be understood that there is now a proposal to build a 

new Pacific Northern Railway from Summit Lake in British Columbia to the 

Yukon Territory. This line has been planned by British Columbia inter

ests. Details now available show a proposed line of 697 miles would 

cost about $250 million. This includes rolling stock, an extensive 

microwave communications system, and large marshalling yards. The over

all cost, including equipment and facilities, amounts to $360,000 per 

mile. 

The Battelle study accepts the proposed Pacific Northern as given, 

including its eventual extension to Whitehorse. It then projects a 

possible railroad which would run 590 miles from Whitehorse to Eilson, 

where it would connect with the present Alaska Railroad. For calcul

ating purposes, Battelle allows $250,000 per mile for construction. The 

combined investment in a new railroad through both the Canadian and the 

United States portions of the route would therefore be about $147,500,000. 

From the foregoing, Battelle calculates amortization over a 50-year 

period with interest at 5 per cent to be $8 million. 

The significance of this $8 million figure should be understood. 

This capital recovery charge is, in a broad sense, a true economic 

cost. Certainly it would have to be borne by a private enterprise seek

ing a recovery of its capital. But it takes on a somewhat different 

complexion when a comparison is made for a public facility intended to 

develop a new territory. From this standpoint such an investment is no 
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different from an investment in an airport or in air traffic control 

systems or development of inland waterways, or the improvement of 

harbors. These expenditures by government represent public invest

ment which we justify strictly as a matter of public policy, in the 

absence of full user charges. 

The private investor must recover all of his costs, including 

interest, from his customers. Government has an opportunity to look 

at the issue more broadly. It can seek to recover its costs from the 

general improvement of the economy. 

In evaluating the highway prospects, Battelle did not try to 

recover investment costs specifically from user charges to be paid by 

tourists. Instead, Battelle's approach was to estimate the improvement 

in total gross national product as a result of tourism and to show that 

such improvement was far above any cost chargeable directly to the high

way. The logic as applied to rail facilities is, of course, exactly 

the same. A rail facility would have substantial impact on the "value 

added" to the Area and would also increase employment and other economic 

indicators. 

In this connection, it should be noted that there is an important 

difference in the method of evaluating highway and rail facilities. 

When Battelle makes an estimate of the cost of rail transport, it in

cludes an allowance for the total cost of providing the service, 

including the handling of the traffic from origin to destination. When 

Battelle discusses highway transport, it does not include the total cost 

of transportation from origin to destination but merely cites, at most, 
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additional fuel taxes. The rail costs ',seem high compared with highway 

costs only because the rail figures include 'all of the cost whereas ,the 

highway figures include:only the investment 'and maintenance of-the high

way itself, with nothing shown to the cost of operating the equipment 

which uses the highway. 

This co~ceptual'd~fficulty!is~intensifiedintheBattel1e~study 

when attention'is directed,to, the actual ,figures built'into the operat

ing expense ,estimate; Battelle assumed that operating expenses could 

be calculated at $15,000 per mile. It defended -the use of thts figure 

by showing that the reports of the Alaska Railroad' for fiscal 1960 

reflected an average expense·,of $20,000 per mile :of main ,.line and ,that 

the average'''expense for the Pacific Great Eastern in 1959 was $11 ,400 

per mile. However;"Battelle conceded that, "through"strict economies, 

including operation as a part of the Alaska Railroad, the annual operat-' 

ing costs might be lowered by 50% or more, estimated by the Alaska 

Railroad as lo~ a~ $7~000 per mile.~ 

As a result ;of, this assumption, Battelle estimated that ctotal cost 

for the 590 miles would be $8,850,000 annually, and this figure, together 

with amortization and: inter-est ~of-'$8;000,000,.producedan overall cost 

per year of $16l850,000. This cost figtire is reduced somewhat by a 

passenger revenue estimated at $400,000. 

Actually, one using such an average must do so at his own peril. 

The average ,expense per mile for any railroad necessarily reflects the 

density, -.length of haul~. train characteristics, yard distribution and 

other physical and,traffic aspects of the railroad. 
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Two rail roads of equal length may have vastly different expenses 

per mile if one road operates one train per day and the other operates 

20 trains per day. The total expense for 20 trains is obviously much 

greater than that for, one train and a failure to take into account 

these differences would produce a serious distortion in any subsequent 

estimates, of the future cost. Furth,ermore, a line that has 20 trains 

mayor may not have 20 times as much expense - this depends on the kinds 

of trains operated. A railroad with one train per day averaging 5,000: 

tons will have less expense but not as little as l/lOth the cost of a 

railroad having 10 trains per day each averaging 1,QOO tons., 

Similarly, expressing all expenses per mil~ give,s, no weight to_ the 

fact that ,terminaL, costs· exist regar:dless of distance. A short railroad 

with a great deal of terminal work, wilJ. have a~ ,high,~ot~~ ,~xp.ense. per 

mile merely because the fixed terminal cost mus,t1be spread o,ver, a s.hort 

haul. Without considering the location of terminals and the, kinds of,. 

traffic handled, it would be impossibl,e,,_to draw any, overall :cpn~J~sio.ns 

about the applicability of average costs Jor one railroad ,to: the opera-

tions of another. 

In any event, having made certain assumptions about the expense 

per mile, Battelle developed an estimated annual operating expense. 

This, plus the fixed charges, led to some calculations 'of necessary 
, " 0: i 

revenue. Break-even operations were shown to require at least 820,000 
;.;. 

tons of freight traffic at an average haul of 400 miles and revenue of 

5 cents per ton mile. 

The critical question in determining the possible market for any 

new product is to evaluate competition. If one is contemplating entry 
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into the steel bus,~ne~,s in Colorado, one must ask what the possibilities 

are of a new steel plant in that area competing with existing plants 
" - I1 

located at various po~nts and serving the markets which the new Colorado 
(, '. ,',' 

plant would propose to serve. If the cost of providing this service 
I'jl .. r 

from Colorado to the markets sought would be less than the present cost 
.r: .... :"I/!: 

of supplying these markets from eastern steel mills, then the project is 

,." ill 
worth considering. 

The Battelle' 'stuay does not seem to have followed this basic ap-

proach. As appl'iEid ~to the issue of whether there is a need for a new 

freight facility"betw'een Alaska and the rest of the United States, the 

appropriate quest~on ~ould be: 

"What is .~~e present cost of hauling freight from Chicago 
(or some other producing point) to Seattle and thence by 
water to Alaska plus rail beyond?" 

r 

If we looked at such figures and then considered the economics of 

the proposed railroad operation, we would have a much clearer idea of 

the possible range of competition. It is entirely inadequate to say 

that the average revenue per ton-mile in trucking service is about 5 

cents and that therefore this represents the yardstick against which 

... '!I' 
the compensativenessof the proposed railroad should be measured. 

1=' 

IV. Relative Economy of Rail Transport 

In addition to its specific cost calculations, Battelle makes the 

general observation that an all-rail route would be unable to compete 

with present rail-water-rail service because water competition is notor

iously low cost. i ; Ir{I'support of its general thesis, Battelle cites as 

i : ~ r 1 
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an illustration the domestic movement of iron ore between the Mesabi 

Range in Minnesota and the steel mills in the Pittsburgh area. 

The study cites the fact that typically only a very small tonnage 

moves via all rail routes from the mines to the mills. By far the vast 

bulk of the tonnage moves by rail from the mines to the Upper Lake 

docks, such as those of the Du1uth, Mesabi and Iron Range at Du1uth, 

thence by water to Lake Erie ports, such as Conneaut or Cleveland, 

and thence by rail to Pittsburgh. Further, the report mentions that 

the present all-rail rate is $10.12 per ton and that this is well 

above the estimated $6.75 cost per ton under the rai1-water-rai1 com

bination, including dock handling charges. 

There are several important defects in this analogy. In the first 

place, the handling of iron ore is much less expensive than the handling 

of general cargo. An ore vessel may be loaded and unloaded in only a 

few hours. Records of the Alaska Steamship Co. show that in 1959 the 

average round-trip voyage required 19.6 days and that of that total 

time 8.6 days were spent in port. The economy of bulk handling is 

graphically illustrated by this comparison. 

Furthermore, it should be emphasized that the handling of bulk 

iron ore from Duluth to Lake Erie is accomplished in vessels which can 

haul perhaps 20,000 tons or more on each voyage. Many of these vessels 

move coal in the opposite direction, thus further reducing the costs. 

At the loading and unloading docks, specialized and highly effi

cient equipment is available for the cargo handling operation. This 

is not only performed at very low cost but, in addition, the process 
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is an integral part' of the consumption pattern for ore. Cars of ore 

move down from the various mines to the docks for temporary storage, 

each with its own particular mix. When a vessel is to be loaded at 

the head 'of the Lakes, the cars can be selected for dumping in such 

a way as to produce, the exact.· mix needed for the particular furnace. 

Thus, the rail-water-rail' method of handling is vital to the ore

blending process' used by the.mills. 

From the: dock at the :lower lake, ports~. ore moves largely in 

solid trains, frequently weighing as much as 11,000 to 16,000 tons. 

This produces rail costs,well below average. 

While, the present all-rail rates are indeed highertha!l the 

present rail-water-rail rates on iron ore, this is not necessarily a 

fair indication of the economic situation facing shippers and 

carriers who must move freight from interior points in the United 

States to ultimate destination in Alaska. Table I shows some im-: 

portant facts about the Alaska Steamship Company. At the present 

time, Alaska Steamship Company handles approximately 500,000 tons 

annually to and from Alaska. In 1959, of 461,000 tons, some 365,000 

tons were handled north to Alaska and only 92,000 tons were moved 

south for distribution elsewhere in the United States, while an addi.

tional 4,000 tons were handled between intermediate ports. Thus, 

79 per cent of the traffic moved in one direction. 

Alaska Steamship operated 177 voyages in 1959, with an average 

of 19.6 days for the round trip. The average voyage handled a total 

of only 2,605 tons'. Northbound, the average load was only 2,061 tons, 
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while the southbound 10 ad was only 521 tons, with an additional 22 tons 

being handled for intermediate points. This is a far cry from the 

20,000 ton loads hauled on the Great Lakes. 

Another point to note is that the average revenue per voyage was 

approximately $92,000 and the average operating expense was $91,000. 

The operating expenses are but little affected by the amount of traffic 

handled, because most voyage costs are fixed per voyage, irrespective 

of tonnage. Only certain of the terminal expenses vary with the traffic 

hauled. As a result, whether traffic is heavy or light, costs will 

approximate some $90,000 per voyage. When traffic is heavy, revenues 

will go up and profits will rise. When traffic falls, revenues decline, 

costs remain substantially the same, and profits decline sharply. Thus, 

between 1958 and 1959, traffic fell from 482,000 tons to 461,000 tons. 

With voyage costs remaining the same and revenues declining, the average 

gross profit fell from $5,046.00 per voyage in 1958 to $906.00 per voy

age in 1959. 

It remains to be considered just how profitable this much profit 

is. How much "fat·' is there in the average rate level under present 

conditions? In 1959, the average revenue per ton was $35.28 and the 

average gross profit per ton was only 35 cents - 1 per cent. 

It thus becomes clear that any showing based on bulk handling 

of iron ore at a rate of $2.00 per ton produces inappropriate re-

sults when applied to the operations of the general cargo carrier whose 

present average revenues are $35.00 per ton. There would be some pos

sible significance to this comp~rison if the rail costs of non-bulk 
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traffic were also likely to be 17 or 18 times as high as the rail cost 

of the bulk ore traffic. In fact, as will be shown subsequently, this 

is not at all the case. 

What is the relativity of rail and water cost in this area? We 

can see that present water costs average about $35 per ton. This is 

about $1,000 per carload equivalent for a typical move between Seattle 

and Seward, a water haul of over 1,400 miles. For a shipment with 

ultimate destination in the Alaska Rai1be1t, there would be additional 

costs of port handling at each end plus rail haul to destination. 

How would this compare with land transport? We have no land 

route now available, but a few general yardsticks will be helpful. 

The ICC publishes average cost data for rai1roads serving the 

Western District of the United States. The figures include the large 

roads serving the West Coast. Assuming that their cost characteristics 

could be applied to a move overland (and they cannot be literally ap

plied, of course), how would the results compare. 

Data are readily available for the year 1959. On the basis of 

fully distributed costs, including a 4 per cent return on investment, 

and allowance for Federal Income taxes, the cost of a 35-ton box 

carload would be only about $800 for a 2,110-mi1e rail haul from 

Seatt1e to Rex (Kobe), Alaska. (See Table 2.) 

A similar-movement in a gondola car would cost about $878 on a 

fully distributed basis from Seatt1e to Rex. 

Of course; these Western District costs would not be directly 

applicable to a movement over a rail link between Seatt1e and Rex. 
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However, the figures do show that even allowing for a substantial dis

ability as a result of weather and other problems, full rail costs might 

not be much different from water costs between Seattle and Seward. The 

water costs do not include full terminal handling plus line-haul to 

destination. As Table 2 shows, the fully distributed line-haul cost for 

a haul of about 300 miles on a Western District average basis is about 

$100. Allowing at least 11 cents per hundredweight for handling in and 

out of the car at each end, there is an added cost of over $4 per ton 

for this terminal service, or $140 per car, assuming a 35-ton load. If 

consideration is also given to additional storage and handling in the 

port areas, including truck pickup and delivery, it can be seen that 

a rail route should not be dismissed lightly. 

V. Conclusions on Battelle Study 

1. The Battelle report does not give adequate recognition to the 

importance of added transport in making possible new economic develop

ment in under-developed areas. 

2. When it is considered that possibly 40 per cent of the total 

foreign aid program and foreign loan program of the United States govern

ment is devoted to improved transport facilities as a means of encouraging 

accelerated growth of under-de¥eloped countries, it would appear that the 

importance of adequate transport is well recognized in other branches of 

the United States government. 

3. By over-emphasizing tourism, Battelle has put undue emphasis 

on highway potential without considering that long haul freight trans

portation by highway will not be economical and thus will not expedite 

the development of Alaska's agricultural, mining and manufacturing potential. 
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4. _:,~~t_her. a rail or highway investment is considered,. it should 

be emphasized that interest and amortization must be considered as 

economic costs. However, it is an issue of public policy to determine 

how this cost shall be recovered. A private investor must recover 

these costs from, h~s customers. Government may look more broadly to 

recovery_of its-costs from the general improvement of the economy. 

5. The Battelle report recommends a highway program by including 

improvement of the general area welfare as a "benefit" and thus does 

not contemplate recovery of all highway costs -, from the users of the high

way alone. But in evaluating the rail potential; -Battelle,- sets up a' 

standard under which the user (the freight shipper) must pay all costs 

including interest and amortizati~~/ in order for the rail line to qualify 

as "economically feasible." 

6. Battelle assumes that water transport is automatically cheaper 

than land transport in the area being considered. This is partly be

cause it overestimates the cost of rail transport in light density areas 

and fails to give adequate weight to the present relatively high cost of 

water service to and from Alaska. 

VI. The Smith Proposal 

Subsequent to the publication of the Battelle study, Mr. D. J. Smith, 

General Manager of the Alaska Railroad, prepared a statement suggesting 

that alternative possibilities exist which were not fully dealt with by 

the Battelle -report. Mr. Smith's proposal was that a link could be built 

and operated economically from the present Alaska Railroad at a point 

near Rex (Kobe) Alaska for a distance of 298 miles to the Alaska border, 
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where it could connect with a line built north from Whitehorse through 

the Yukon. The total new rail mileage in Alaska and the Yukon would' be 

approximately 680 miles. 

The proposal contemplates a somewhat different route than that 

embraced in the Battelle study. One result is that the total mileage 

to be added fr.om Whitehorse would be about 90 miles more than are re

flected In:the' Battelle study. This is described as the more desirable 

route because maintenance problems would be less on this line even 

though the'mileage would be greater. We take no position on this point 

since we have not had an opportunity to compare the routes in ariy de

tail. It should be pointed out, however, that the extra construction 

costs for the extra distance should be weighed against the saving in 

annual maintenance expenses per mile over a longer' mileage. In any 

event, this is a detail which can be resolved at a later stage after 

detailed engineering studies have been made. 

The essential point of the Smith report is' first that the Battelle 

study greatly overstates the operating costs of any supplementary rail 

facility to be built in this area and, second, that the Battelle study 

completely ignores the nature of existing rates and rate structures in 

determining the feasibility of a rail route. In addition, the Smith 

report suggests that consideration- should be given to general benefits 

which would arise from· the development of a rail facility which would 

assist both the civilian and military population of Alaska and the rest 

of the United States., 'Finally, the Smith report suggests that the cost 

of amortizing{the investment in the property need not be absorbed out 

of operating revenues. 
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The first point evaluated in the Smith report deals with the 

nature of the transcontinental rate structure. Mr. Smith suggests 

that the transcontinental rate system results in equal rates from 

points in the mid-west, such as Chicago, whether a shipment is 

routed to Seattle and thence by water beyond, or whether routed 

through Prince Rupert for water movement beyond. Since Prince Rupert 

is some 600 miles closer to Seward, Alaska than is Seattle, Mr. Smith 

suggests that the existing transcontinental rates would permit the 

movement of traffic considerably farther north under the existing rates. 

Stated differently, Mr. Smith points out that a shipper in 

Chicago may pay a given rate to haul his Alaska traffic via Seattle 

or via Prince Rupert. If it goes via Seattle, the rail haul is 2,210 

miles to the port. The same rate, however, will enable him to move 

it 2,700 miles to Prince Rupert. In effect, Mr. Smith then suggests 

that the rate to Prince Rupert might also be applied by "bending" the 

mileage up the line of the proposed Pacific Northern Railway to a point 

469 miles from Prince George, B. C. If this were done, the haul from 

Chicago to such a point would be 2,700 miles - the same as it now is 

to Prince Rupert. 

Thus, Mr. Smith's key point is that the present transcontinental 

rate structure will enable a shipment to move approximately 900 miles 

closer to Alaska than Seattle is now, and that, therefore, the only 

additional freight rate issue would be the measure of the rate which 

would be added for an all-rail movement from this rate point (469 

miles from Prince George) to the destination in Alaska. Using Rex 
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as the destination point in Alaska, this would mean that the competitive 

rate structure need be confined only to such an amount as would cover a 

movement of 1019 miles from rate point "A" to Rex. 

Another way of looking at this proposition is that at the present 

time a given rate will haul a shipment 2,210 miles from Chicago to Seattle. 

It will then move by water some 1,419 miles to Seward, a total of 3,629 

miles and still not be at its final destination. If the rate structure 

could in fact be "bent up" to the key point north of Prince George, the 

receiver in Alaska could mov~ his traffic some 800 to 1,000 miles closer 

to Rex without paying anything extra for the saving in water haul. 

This is a key theory in the Smith proposal. It assumes that if 

there were a through route to Alaska, it would be possible to apply the 

through rate from the East to Prince Rupert directly to a point north

ward on the through route. The assumption is that it would be possible 

to justify this rate in the same way as the railways justify the present 

rate to Prince Rupert. 

This is not an entirely valid assumption. The inherent basis for 

the transcontinental rate equalization program and indeed for the general 

level of the rates involved to the ports, is a special economic factor. 

Railroads historically have made rates for export traffic lower than 

rates for domestic traffic going to the same points. The reason is that 

export traffic has been considered to be entirely additional traffic. 

Shipments to a foreign country are considered entirely additive, whereas 

shipments which are made for domestic consumption are considered to be 

partly substitutes for one another. That is to say, a railroad may be 

willing to put in a low rate on an export shipment of steel to Japan 
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because in the absence of the low rate there will be no movement of this 

steel at ,a~l. If.the shipper can market his steel in Japan, this will 

not at all interfere with the shippers ability to market.other tonnage 

domestically., The railroad sees it a matter of adding, to its total 

revenue rather than merely substituting one movement for another. The 

attitude of the railroad would be quite d1fferell~if it were a matter 

of changing the rate on a commodity merely to shift it. f~om one loca

tion to another internally. There might then n.ot be any incre:ase, in 

total revenue but merely a redistribution of existi~g revenue:~!D0ng the. 

carriers. 

In short, rates to the ports have always been treated as encourag

ing added traffic. A different view is held on domestic rates because 

a low rate to a distant point will automatically put pressure on; a~l 

rates to intermediate points. It would be extremely difficult for a 

railroad to defend a rate of $1.00 to Seatt1e while maintaining rates 

to Montana points at higher than $1.00 unless the $1.00 rate were con

fined to off-shore movement. 

Thus, what we. come down to is an appraisal not merely of the 

"bendability" of the rates but also of the ability of the participating 

lines both to derive net revenue from the traffic moving u~der the 

rates and, second, the extent to which any reduction in rates for the 

long hauls here involved would tend to depress rates to and from inter

mediate points. The Smith report does not go into this critical question. 

We believe that a better way of looking at the question is to con

sider the present through cost from origin to find destination via rai1-

water-rail and then to consider what the possibilities are for the same 
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rate or a lesser rate being applied via all-rail for the entire distance. 

While the Smith study does not approach this rate question from an entirely 

practical point of view, it may be observed here parenthetically that the 

general conclusion as to possible rate level may not be significantly out 

of line. 

VII. Potential Traffic 

The Smith study referred to a report made by the Canadian National 

Railways on traffic prospects in connection with the Alaska freight move

ment. The full details underlying this study have not been made available. 

The conclusion on which Mr. Smith relies is that something "in the order 

of 150,000 tons of freight is presently in (this) category •..• which could 

properly be considered as originating in the Mid-West or Mid-East and 

which might, with advantage, utilize the transcontinental rate structure." 

Mr. Smith then applies to this a present average water rate from Seattle 

to Seward, including terminal charges at Seattle, amounting to $45 per 

ton. This gives him an estimated potential revenue of some $6,750,000 

which might be produced for the handling of this traffic by rail 1,019 

miles from "rate point lA "' to Rex. This includes handling through 

British Columbia and the Yukon as well as over the Alaska Railroad. 

It is important to recognize that the Battelle study, as mentioned 

previously, gives no consideration to the possibility that an overland 

route might be able to compete with a rail-water-rail route and there

fore gave no consideration to the possibility that existing traffic 

might move more economically via an overland facility all the way rather 

than being rehandled at Seattle and Seward. Thus, Mr. Smith makes a 
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major contribution to the clarification of the issue by first making an 

estimate of the tonnage now moving which might conceivably be diverted 

to an overland route. 

Our analysis of the available data does not support the 150,000 

ton figure as having a firm foundation. The study on which it is based 

appears to have been made largely from an analysis of the nature of the 

commodities handled rather than an analysis of actual origins and destina

tions of the traffic. In short, the study appears to have assumed that an 

item which is produced in the Mid-West might be able to compete with items 

of the same character produced on the West Coast. This further assumes 

that tonnage of a given commodity produced in the Mid-West may be divert

ible to the Canadian National for movement to Prince Rupert rather than 

to Seattle. 

This assumption is, of course, only a rough way of making an overall 

estimate. On the other hand, consideration must be given to the fact that 

Alaska Steamship alone handles approximately one-half million tons of 

general cargo. Additional substantial sums are handled by Puget Sound 

Alaska Van Lines, Alaska Freight Lines, Pacific Western Lines, Foss Tug & 

Barge Company, Permanente Cement Corporation, and other public and private 

carriers. 

Again, it is important to recognize that the midwestern area of the 

United States is an important center of manufacturing production, with 

much of the output moving to the West Coast. It should also be recognized 

that traffic now moving through Seattle to Alaska may have moved in the 

firs,t instance from a factory in the Midwest to a warehouse on the West 
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Coast and thence by truck to a steamer for movement eventually to an 

Alaska destination. A traffic study would certainly establish the facts 

on this point. It is clear, to the extent that such hand1ings do occur, 

that the ultimate origin must be considered in evaluating the potential 

flow of traffic over a through land route if it were available. This 

is particularly so in view of the fact that the handling of freight into 

a warehouse, storing it, rehand1ing it, moving it to dockside, loading 

a vessel, shipping it by water, unloading it in Alaska, and further 

handling it to ultimate destination, represents a substantial additional 

cost to the shipper as compared with one handling at the origin plant 

and one handling at the destination plant. 

In this connection it should be considered that a shipment from 

Chicago might average about 6 days via rail to Seatt1e. If there were 

no delay or rehand1ing, it would take an additional 6 days via Alaska 

Steamship from Seatt1e to Seward. From the port, including handling 

as well as rail movement, an additional 2 days would be required. 

Thus, if there were no delays awaiting vessels, the typical rai1-water

rail shipment would take at least 14 days on the average. In contrast, 

the availability of a through overland route might enable traffic to 

move from Chicago to a point ,in the Alaska rail belt in perhaps 10 to 

12 days. Thus, storage in transit could well be cheaper to the shipper 

than storage and rehand1ing at a West Coast warehouse. 

Weighing all of the foregoing considerations, we believe that it 

is not unreasonable to consider the possibility of diverting as much as 

150,000 tons of existing traffic to an all-rail route. Under other 

circumstances, we might suggest that existing rates are not the 
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principal criterion for determining the extent to which traffic maybe 

diverted from one form of transport to another. This is because in the 

final analysis the ability to divert depends not on present rates but 

on relative costs to the competing forms of transport. If present rates 

are substantially above cost and a new through ro~te publishes lower 

rates, it will.not be sure of handling the traffic unless the~olderform 

of transport cannot afford to ,cut its rates to meet competition. Exist

ing water rates do not seem to offer much prospect for reduction in view 

of present water carrier earnings. However, consideration, should be, 

given in any:care~ul appraisal, to the fact that technological changes ,may 

occur which would lower the cost by water and thus lower the cost of a 

rail.-water-:rail handling as compared with an all-rail moyement. Presently 

barge-container operations are being tried out. Other developments may 

be anticipated. 

It is of course difficult to put a magnitude on these possibilities. 

The development of containerization in general has already begun ,to have 

an effect on through costs. This is because containers are more economi

cal to handle ,than. general cargo being loaded and unloaded in small quan

tities. Furthermore, new types of barges and tugs can reduce water line 

operating costs themselves. On the other hand, it should also be pointed 

out that the possibilities exist for improved technology on land. Long 

haul railroads can make improvements in operation which could substantially 

reduce operating costs overland. In sparsely settled country such as would 

be involved:.in the: proposals, here being considered, the size of crew u,sed 

on the trains might be substantially reduced as compared with the average 
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operation· in the continental United States. At the present time the 

typical through train uses a 5-man crew. In many countries, similar 

trains operate with as few as 2 men in the crew, and experiments are 

now being conducted which contemplate completely automatic train opera

tion. It probably would not be economical on a light density line to 

consider the capital investment in electronic equipment which would be 

required for a fully automatic operation. Nonetheless, if significant 

traffic developed, the opportunities for operating economies by rail 

would be substantial. 

Domestic 'railroad costs are relatively high today in part because 

there are too· many light density lines being operated competitively and 

partly because there are a number of operations conducted with more men 

than are physically required to perform the necessary duties. This, in 

turn, is an outgrowth of certain historical bargaining factors in the 

railway industry. They need not apply in a new operation with a new 

railroad where questions of job displacement are -not·invo1ved. 

We may conc1ude~ therefore, that while' there are opportunities 

for reduced costs of water transport, there are also opportunities for 

reducing the cost of land transport in the future. In the absence of 

any specific factors, we can make the ·reasonab1e 'assumption that the 

relationship of costs in the future will be. substantially the same as 

it is at present for·:·both the' water· and land .. facilities. 

Thus the. relative cost :problem·whichmust be given most considera

tion in assessing possible tonnage is the extent ,to which traffic origin

ating in Chicago can compete with traffic originating in the West Coast 
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area such as at Los Angeles or San Francisco. If two plants have equal 

production costs, their ability to compete in the Alaska market will 

depend on the freight rates from the plant to final destination. The 

distance from San Francisco to Seattle is 900 miles, plus 1,419 miles 

by water to Seward, plus an additional 200 miles to some average center 

of consumption in Alaska, between Anchorage and Fairbanks. Thus, the 

total distance for a producer of a given commodity in San Francisco to 

an average consumer in Alaska would be 2,519 miles via rail-water-rai1. 

The producer of the same commodity in Chicago would have to move his 

product 2,210 miles to Seattle and thence 1,419 miles by water, plus 

200 miles to the weighted average destination in Alaska, or a total 

of 3,829 miles under present circumstances. Thus the Chicago producer 

has 52 per cent more mileage to traverse in order to compete with a 

San Francisco producer of the same commodity. 

On the other hand, if an all-rail route were available, the 

Chicago producer would have a haul of approximately 2,200 miles to 

Prince George, plus 31 miles over the Pacific Great Eastern, plus 777 

miles over the Pacific Northern Railway to Whitehorse, plus approxi

mately 680 miles over a connecting link through the Yukon to Rex, plus 

perhaps 185 miles over the Alaska Railroad to the weighted average 

center of consumption, making a total of 3,873 miles from origin to 

destination all rail. Thus, the all-rail route actually would involve 

about the same total miles as the rail-water-rail route from Chicago. 

The San Francisco shipper competing with the Chicago manufacturer 

would have a haul all-rail of 900 miles to Seat tIe, 620 miles from 
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Seattle to Prince George, plus 31 miles over Pacific Great Eastern 

and 777 miles over the Pacific Northern to Whitehorse, 680 miles 

through the Yukon to the Alaska Railroad and 185 miles to the average 

center of consumption. This is a total of 3,193 miles. 

It seems clear that a shipper on the West Coast will have a 

mileage advantage as compared with a shipper of the same item in the 

Mid-West. What it comes down to, therefore, is whether the costs via 

the North-South lines like the Southern Pacific and its connections 

on the West Coast to Seattle and beyond to Prince George would be any 

less than the costs of East-West roads like the ~reat Northern and the 

Canadian National to Prince George and beyond. On the whole, it is 

·highly unlikely that the longer haul could operate more economically 

than the shorter haul. Thus, in any industry where production costs 

are the same on the West Coast and in the Mid-West, we may expect the 

West Coast producer to have some relative marketing advantage as against 

the Mid-West producer in serving the needs of the Alaskan economy. 

It may be observed hare that in the event of a competitive 

struggle among the carriers serving the Mid-West and the West Coast, 

so long as rates remain compensatory for both groups, the public will 

stand to benefit in the long run as reduced transportation charges 

make delivered prices cheaper and thus tend to stimulate demand for 

additional goods and services in the territory served. 

We conclude that 150,000 tons is a reasonable working figure for 

the measure of present traffic which might move all rail if such a 

facility were now available. For the long run, we accept the Battelle 
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estimate that only, 300,000 tons of new traffic would be available to 

a rail. link, making a total of 450,000 revenue tons for working pur-

poses. 

VIII. Operating Costs 

The Smith study makes a detailed analysis of a possible extension 

of the Alaska Railroad from Rex to the Alaska-Yukon border. The esti-

mate assumes that the new facility would not require additional over-

head expenses or additional investment in equipment because there is 
.~ .. 

ample excess capacity at the present time to haul considerably more 

traffic. We are unable to evaluate this particular assumption. However, 
. 

it is well to recognize in the long run some allowance should be made 

for return on investment in and depreciation of locomotives, because 
.> 

such equipment will wear out and eventually must be replaced. Even 

though it is a government facility, the Alaska Railroad will have to con-

sider ultimate capital costs. 
c 

The basic assumption in the operating cost estimate is that trains 
.. ,' 

will operate three round-trips per week over the new line, or one train 
. , 

per daytraveling one way. With a limited tonnage to be handled, this 

is an entirely reasonable assumption. Indeed, an initial operation 

might well operate with even less service in order to reduce costs. 

Since the railroad would operate through unsettled areas, there would 

be no need for extensive classification yards at intermediate points. 

Further, with limited traffic it would not be necessary to have fre-

quent passing sidings or expensive signalling such as would be found on 

a more heavily traveled railroad. The maintenance and operating costs 
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of the additional 298 miles proposed is thus some $2,100,000, which repre

sents an average cost of about $7,000 per mile. 

Thus, if the 150,000 revenue tons were hauled over this new facility, 

the traffic would have to yield an average of approximately $14 per ton in 

order to cover the estimated direct operating costs of the new line. Ob

viously, to deliver the traffic to some point on the present Alaska Railroad 

beyond Rex would require added costs and additional revenues would be 

needed. Another 185 miles to destination would require line haul costs 

of one-third the foregoing, or close to $5.00 per ton plus terminal costs. 

Thus, on the basis of the Smith report, the delivery of a shipment to an 

average consuming point in Alaska would require total revenues of approxi

mately $20 per ton in order to meet the operating expenses incurred, 

assuming a volume of 150,000 tons per year. 

We shall test these figures by an independent method in another sec

tion of this report. It may be observed here, however, that if the Alaska 

Railroad obtains some $20 per ton for a haul of some 500 miles (298 miles 

over the new line plus perhaps 185 miles to some average consuming point 

in Alaska), it would absorb more than half of the present water cost for 

some 1,419 miles, approximately $35 per ton. Of course, the water costs 

must be plussed to allow for rail costs plus rehandling. It will be noted 

here, too, that the estimates of railroad costs do not include any allow

ance for interest and amortization at this point. If such items are 

included, the revenue necessary to cover costs, of course, would increase. 

IX. Interest and Amortization Cost 

A political and social issue is involved in determining whether to 

include interest and amortization in the cost of the proposed facility. 
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It seems clear that if a private investor were building such a railroad, 

interest would be a definite part of the cost of doing business. A 

private investor would have to borrow the money and pay interest each 

year on the sum borrowed. Furthermore, a private investor who borrows 

money expects eventually to pay it back and, in the normal course of 

business, sums are set aside each year. for this purpose. This is the 

customary amortization process. Thus, if funds were borrowed on the 

basis of long term bond issues, at the end of the term a certain amount 

of interest has been paid and the sum borrowed has been repaid to the 

lender. This would be the natural situation if a private investor were 

considering this proposal. 

When the issue is put in terms of government investment, the 

theoretical choices are the same but there are some important practical 

differences. When a private investor builds a railroad, he does so 

with the idea that he will develop benefits from the traffic and speci

fic revenues derived therefrom. This is the only way in which a private 

investor can recover his investment. In the case of a government facil

ity, however, there is a much broader choice open. The government can 

derive benefits not only from the revenues accruing to the rail facility, 

but also from th~ total development of the area. 

However, whether such items are included is not strictly a tech

nical question. It is a broad policy question which the Congress can 

determine. In effect, the Congress can decide whether it wants to forego 

interest and. amortization on the money it lends to the Alaska Railroad 

in order to make possible more rapid development of the territory. It 
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can do this on the theory that this development is an important part 

of national policy. This would take the issue out of the pure economic 

arena where there is clearly no choice. Stated differently, Congress 

can forego what is definitely an economic cost if it wishes to give 

more weight to a national policy issue. In a sense, this can be viewed 

as a subsidy just as any other Federal expenditure is a subsidy when 

no user charges are made which will recover the full cost including 

interest and amortization. Needless to say, the number of illustra

tions of this type'of expenditure are legion. 

In appraising this concept of economic value, it should be noted 

that a highway which stimulates tourist travel at the rate of $356 per 

tourist per year, in terms of contribution to gross national product 

should be compared with a railroad which, while not normally an important 

factor in developing tourism, may have a much greater impact on the 

development of industry. If a ~ai1road enables one mine to be opened 

which would not otherwise be economic, and if that mine produces 100,000 

tons of concentrated ore worth $16 million, the economy of the area bene

fits automatically by this amount. Apd if the new tonnage adds freight 

revenue to the railway over 'and above the value of the output at the 

mine site, the economy is further advantaged. Certainly there is no 

difference between the railway and the highway investment in this regard. 

Whatever new expenditure is generated by the availability of the new 

transportation produces equally valuable dollars. 
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x. Cost of Possible Rail Facilities 

In the light of the Battelle study and the Smith proposal thereon, 

we can draw a number of basic conclusions about the economy of rail 

facilities. 

It appears reasonable to consider that if a rail facility were 

available connecting with the Pacific Northern at Alaska-Yukon border, 

some tonnage now moving between Alaska and the rest of the United States 

could be diverted to such a facility. For working purposes, a figure in 

the neighborhood of 150,000 tons is not unreasonable. As shown in Table 3, 

we estimate that normal operation of such an extension to the Alaska Rail

road would require total operating expenses of $1.8 million. This 

includes allowance for train service on the basis of 3 trains per week 

southbound and 3 trains per ~eek northbound. It assumes 100 per cent 

empty return of cars in the southbound direction. It allows for trains 

averaging 1,650 tons northbound and 700 ~ons southbound. These operating 

expenses include an allowance of $950,000 for track maintenance, the 

laLgest single category of costs for the new line - most of which would 

be the same even with a greatly increased traffic load. 

To recover these costs the extended Alaska Railroad would require 

added revenues of $12 per ton of freight. We shall consider hereinafter 

the prospects for such revenues. 

Before discussing this, it is well to consider future tonnage pros

pects. The Battelle study suggests the possibility that 300,000 tons of 

new traffic may be made available in the next 20 years, originating and 

terminating at mines in the Yukon. If such traffic materializes, it 
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would generate southbound movement and fill what would otherwise be a 

train of empty cars in that area., On the other hand, some of the south~ 

bound traffic might require open-top equipment while the northbound traf

fic would consist largely of manufactured items requiring box cars. 

Assuming the worst, we may calculate that 300,000 tons of new traffic 

would result in average train weights in Yukon Territory of 2,700 tons 

northbound and 3,660 tons southbound if the same frequency of service 

were provided there as was contemplated with the 150,000 tons of traffic 

moving to and from Alaska itself. This would require additional power 

because of the heavier tonnage. It might even require some additional 

train service. But overall, the,additiona1 annual costs for 300,000 

tons of new revenue freight in the Yukon added to 150,000 tons moving 

in and out of Alaska would be relatively slight. Assuming the same 

cost characteristics in the Yukon as in Alaska, the cost of 298 miles 

in the Yukon would also be $1.8 million with 150,000 tons; further, such a 

line would incur costs of $2.6 million with 450,000 toris. Cost per ton for 

this haul would drop from $12.00 at l50~000 tons to $5.78 at 450,000 tons. 

XI. Through Transportation Charges 

How do these estimated revenue requirements compare with the 

through charges now applicable on traffic to and from Alaska? A ship

ment of canned goods can be used as illustrative. A shipper located in 

Chicago' now pays $1.68 per 100 pounds or $1,008 per car (with a minimum 

of 60,000 pounds.) to haul his traffic to Seatt1e. There he incurs some 

storage and 'warehousing charges before arranging to load his traffic 

aboard ship. From Seatt1e to Anchorage, the present charge is 224~ per 
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100 or $2,418 per car of 60,000 pounds, including handling at Seward and 

rail movement to Anchorage. 

A shipper now spends over $3,400 per car or $110 per ton to move 

his capned goods traffic rail-water-rail to Anchorage, in addition to 

storage, warehousing or trucking charges at Seattle. To this must be 

added the indirect cost of tieing up of inventory which, in itself, 

means additional working capital and interest charges. 

Considering traffic generally, it becomes apparent that we are 

discussing aggregate charges of at least $3,200 per carload shipment. 

We can now assume that a through rate on such a car from Chicago to 

Anchorage, or some other point in the heart of the ~ail belt, could 

move at a competitive charge of about $3,000 for the entire haul. As

suming a shipment over a United States line plus Canadian National to 

Prince George, thence Pacific Great Eastern and Pacific Northern to 

Whitehorse and the Alaska border, and Alaska ~ailroad to destination, 

the issue becomes one of division of through revenue for participating 

carriers. What are the prospects for the Alaska Railroad to derive a 

share of the revenue on through business sufficient to cover operating 

costs? 

Divisions are made on various bases which take into account mile

age, operating cost, revenue needs, whether the carrier is an originating, 

terminating or intermediate line, and so on. 

One important test is relative mileage. A carrier who hauls the 

shipment 1/3 of the distance will seek to obtain 1/3 of the revenue 

since distance is a rough measure of the relative work done. In the 
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present case, the test is the proportion of the haul on a shipment from 

such a point as Chicago. The Alaska Railroad would have a haul of 298 

miles to Rex plus 185 miles to destination, or 483 miles in all. The 

through haul would be 3,873 miles from Chicago. Thus, on a straight 

mileage pro rate the Alaska Railroad might expect to start negotiations 

to derive at least 12.5 per cent of ·the revenue. This is approximately 

$375 per car or $10 - $11 per ton. If the railroad is hauling only 

150,000 tons of revenue freight, the operating costs of the extension 

alone average about $12 per ton. The cost to destination would still 

have to be added. It is clear that, on a straight mileage pro rate, 

the Alaska Railroad would have a substantial deficit. 

Another consideration which is of great importance is the extent 

to which terminal service is provided. Customarily the origin line may 

expect a somewhat larger share than a straight mileage pro rate because 

this line has the burden of originating the traffic and supplying the 

car. Likewise, the terminating carrier has switching costs which are 

greater than those of the intermediate carrier. Therefore, in the 

case of a shipment of canned goods from Chicago to Alaska by an all-rail 

route, the Alaska Railroad would normally be expected to derive slightly 

more than a mileage pro rate, while the Pacific Northern would expect 

to receive slightly less than a mileage pro rate. Another general basis 

has to do with local rates. It sometimes is a useful guide to consider 

how the revenue would be divided if it were made up of a series of present 

rates. In this instance, there being no local rates, this method would 

not be meaningful. 

35 



A very important method for negotiating and determining divisions 

is relative cost. Actually, mileage and equated mileage are merely 

rough substitutes for costs. In the normal course of business, with a 

railroad in being, we would anticipate that relative costs ,would be 

evaluated. If a carrier incurs 1/3 of the total cost, this is a power

ful argument in support of a division amounting to 1/3 of the revenue. 

Naturally, we do not have the specific figures to work with here. 

However, we can make some rough approximations which take into account 

the fact that relative traffic density has an important bearing on 

costs and that there are important differences in the traffic density 

in the various lines involved. Thus, the Alaska Railroad will have the 

lightest traffic density on its portion of the haul from Rex to the 

Yukon border. The Pacific Northern would have considerably more traffic 

density, in view of the local developments outlined by the organizers 

of the railroad plus the fact that projected new minerals tonnage would 

occur in the Yukon. Finally, the Canadian National and connecting U. S. 

lines would have traffic densities certainly well above the Alaska Rail

road. Other things being equal, a line with heavier density will have 

lower total costs per ton for a given haul. One major reason for this 

is that the fixed costs are spread over more tonnage. On a full cost 

basis, clearly the cost per ton would be highest on the Alaska railroads. 

The next highest unit cost would be on the intermediate Canadian lines, 

such as the Pacific Northern. The remaining U. S. and Canadian lines 

would have the lowest total costs per unit of freight. 

Based on a volume of only 150,000 tons, the Alaska Railroad would 

incur about 16.5 per cent of the out-of-pocket cost. Ona through 
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revenue .. oJ$3~00.O from .Chicago, its share would be $495 per car or $14 

per: ton (based ona 15-ton10ad in the car). With full costs of some 

$18 to $20 per ton from the border to final destination, again the 

Alaska Railroad would incur a deficit. 

Including an estimate of fully distributed costs for all roads 

would increase the proportion accruing to the Alaska Railroad. Further, 

while the empty return ratio on box cars in the Alaska area would be 

virtually 100 per cent, the proportion would drop to 50 per cent or less 

as equipment moves closer to the industrial centers of Canada and the 

United States. Allowing for these considerations, we believe that the 

A1aska·Rai1road might incur 20-25 per cent of the total fully distributed 

costs of all carriers on a haul from Chicago to final destination. This 

would support a division of $600 - $750 per car, or $17 - $21 per ton. 

We conclude that, while there might be small operating deficits, 

an extended Alaska Railroad would be economically sound. With pros

pective traffic of 150,000 tons, it is unlikely to incur operating deficits 

of as much as $1,000,000 annually on such traffic. A greater volume 

would sharply reduce the size of the potential deficit. 

XII. Conclusions and Recommendations 

1. The Batte11e report overemphasizes tourism and does not give 

adequate recognition to the importance of added transport in making 

possible new economic development in under-developed areas. 

2. While precise estimates cannot be made, it seems reasonable 

to assume that some existing freight tonnage - possibly 150,000 tons 
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annually - could move economically over a through rail route letween the 

Middle West and Alaska. 

3. An extension of the Alaska Railroad to the Yukon Territory 

border as part of a through rail route would produce about 2.5 million 

dollars in gross freight revenues even without the generation of new ton

nage in the undeveloped areas of Alaska. Since the Alaska Railroad now 

hauls some of this traffic, the net addition to gross freight revenue 

would be less than this sum. 

4. The added operating expense to the Alaska Railroad for a new 

line to the border would be about 1.B million dollars annually with a 

traffic volume of 150,000 revenue tons. The cost of hauling the traffic 

to final destinations on the existing Alaska Railroad would make the 

total cost $2.7 million. 

5. A new line extending the Alaska Railroad to the Yukon Terri

tory border might incur an operating deficit of not more than one million 

dollars annually, with the possibility that it might be self-supporting, 

based on present information. 

6. Looking to the future, the Battelle study indicates the possi

bility of adding some 300,000 tons of new mineral traffic in the Yukon. 

Because this tonnage would help to fill out otherwise empty trains, it 

would enable a new rail line in that area to haul three times as much 

volume (450,000 tons) with only moderate increases in expense over what 

would be incurred for the lighter tonnage moving to and from Alaska. 

This would improve the prospects for success of any Canadian segment 

of a through route. 
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7. Whether a rail or highway investment is considered, it should 

be emphasized that interest and amortization must be considered as 

economic costs. However, it is an issue of public policy to determine 

how this cost shall be recovered. A private investor must recover 

these costs from 'his customers. Government may look more broadly to 

recovery·cjf its costs from the general improvement of the economy. 

8. While tourism is important, there is' also great need "for 

facilities which will accelerate the opening of economically inaccessible 

areas, especially' for bulk traffic. Such traffic can move relatively 

short distances'by truck for subsequent movement by rail or water to 

final destinations. Thus highways can be developed in part as feeders 

to a rail main line and elii:ninate costly branch line service by rail. 

9. Gradual programming is necessary now because of the inter

national character of the systems and oecause of the tiuie required. 

An integrated rail 'lnd highway program should be evolved jointly with 

the Canadians so as to ensure maximum total benefit at minimum total 

cost. 

10. Today transport is moving increasingly' in the direction of 

integrated handling in order to improve efficiency and cut costs. Out·

standing is the growth of containe'tlzation" and the resulting" "piggyback" 

and "fishyback" se'r,vl.'ceei by 'tail and'wat'er .Sind~:mu~h 'of; Alaska's 

known potential 'ls located. withlri:-'rel'atively short 'distances from the 

water, some oppor1ttin't-tfe's ';'exiSt .-fof" speeding up development by improv

:irig wa ter fri..nsp~or-t· ~-fth a' hainiiu:um' inves tment:::"in right-of "-way, unlike 

either rail or highway' pr-ograms·. Thlsshotild oe the concern of both 
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Canada and the United States because present water costs inhibit the 

development of some otherwise inaccessible areas in Northwest North 

America. 

11. The Congress should authorize negotiations and programs to 

develop the improved land and water transportation system in more detail. 

12. A more intensive study is needed of present traffic between 

Alaska and the 48-state area. The nature of origins and destinations 

for Alaskan traffic is a vital element in the determination of when new 

land transport facilities could be successful. This is because through 

costs to and from Alaska via rail-water-rail or truck-water-truck set 

the upper limit on rates which could be charged by any new overland 

route. 

13. The military significance of a through rail link should be 

noted. The sizeable investment and relatively small annual deficit 

may be worthwhile from the standpoint of national defense policy, al

though recognition should be given to the fact that a "disbenefit" of 

a new rail line would be some losses in net revenue to be faced by 

existing water and motor carriers. 

14. If there is support for a new facility, it is recommended 

that first priority go to the construction of a rail line - assuming 

the construction of a Canadian link. This is because there is now a 

highway connection with Alaska but no rail connection. Considering 

current developments in containerization, sound economic development 

can be achieved by building a simple railroad line to connect the pres

ent Alaska Railroad with the proposed Pacific Northern, with feeder 
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highways being built as offshoots rather than railroad branch lines. 

Overland Service to Juneau and Petersburg might become economic in 

this way. The cost of building and serving branch lines by rail is 

extremely high, while the cost of moving freight over long distances 

by a main line is rather low. Conversely, the cost of truck movement 

over short hauls is relatively low, particularly with highways of 

limited capacity. Until the feeder area develops adequate tonnage, 

a combination of truck plus rail movement may offer the best combina

tion of facilities. 
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Table 1 

Alaska Steamship Company 
Selected Averages, 1957-1959 

1957 1958 1959 

Days Per Round-Trip Voyage ' ! 

1. Total 21.7 '20;4 19.6 

2. At Sea 12.8 ,.10 .. 9 11.0 

3. In Port 8.9 9,.5 8.6 
.' 

4. Miles (Nautical) Per Day at Sea 245.4 255.7 253.0 
,- 11, : 

Tons Per Voyage , LErr 

5. Total (Round- trip) 2,882.7 2,958.3 2,604.5 
I' 

6. Outward 2,217 .3 2,113.0 2,061.4 

7. Intermediate 25.7 42.6 22.0 

8. Inward 639.7 802.7 521.1 

9. Revenue Per Voyage $ 86,436 $ 96,073 $ 91,893 

10. Revenue Per Ton $ 29.98 $ 32.48 $ 35.28 

Water-Line Operating Expens-.; 

11. Per Voyage $ 85,283 $ 91,026 $ 90,987 

12. Per Ton $ 29.58 $ 30.77 $ 34.93 

Gross Profit from Shipping 
Operations 

13. Per Voyage $ 1,153 $ 5,046 $ 906 

14. Per Ton $ .40 $ 1.71 $ .35 
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Table 2 

,Application of U. S. Western District Costs to Hypothetical Rail Movements 
in 

Box and Gondola Cars 
(1959 Cost Levels) 

Box 
Out-of- Fully 
Pocket Distributed 

Seatt1e-Rex. 2110 miles 
Cost per hundredweight 73. 7~ ll4.5~ 
Cost per ton $ 14.74 $ 22.90 
Cost per car 515.90 801.50 

San Francisco-Rex. 3010 miles 
Cost per hundredweight 100.8~ 157.6~ 
Cost per ton $ 20.16 $ 31.52 
Cost per car 705.60 1,103.20 

Add Line-Haul Rex to Anchorage 
273 miles 
Cost per hundredweight 8.6~ 13.4~ 
Cost per ton $1.72 $ 2.68 
Cost per car 60.20 93.80 

Add Line-Haul Rex to Fairbanks 
83 miles 
Cost per hundredweight 2.6~ 4.1~ 
Cost per ton $ .52 $ .82 
Cost per car 18.20 28.70 

Cost :eer Car 
Seattle - Anchorage $576.10 $895.30 

- Fairbanks 534.10 830.20 

San Francisco - Anchorage 765.80 1,197.00 
- Fairbanks 723.80 1,131.90 

Source: r.c.c. Statement 5-60 

Gondola 
Out-of- Fully 
Pocket Distributed 

84.6~ 125.4~ 
$ 16.92 $ 25.08 
592.20 877 .80 

116. 3~ 173.1C 
$ 23.26 $ 34.62 
814.10 1,211. 70 

10.0~ 14.8~ 
$ 2.00 $ 2.96 

70.00 103.60 

3.0~ 4.5~ 
$ .60 $ .90 
21.00 31.50 

$662.20 $981.40 
613.20 909.30 

884.10 1,315.30 
835.10 1,243.20 



Table 3 

Estimated Characteristics of a Rex Extension 
to the 

Existing Alaska Railroad 

1. Revenue tons carried (all northbound) 

2. Number of cars originated and terminated 
(based on 35 revenue tons per car) 

3. Loaded car-miles 

4. Empty car-miles 

5. Total car-miles 

6. Tare ton-miles (based on 25 tons tare per car) 

7. Total trailing gross ton-miles 

8. Train mUes 

9. Locomotive unit miles 

10. Trains per year 

11. Trains per week 

Typical Costs of Foregoing Operation 
(excluding return on investment) 

12. Car-mile costs 

13. Locomotive and ton-mile costs 

14. Train-mUe costs 

15. Constant track maintenance 

16. Indirect costs 

17. Switching 

18. Clerical 

19. Total 

20. Average cost per car 

150,000 

4,300 

1,281,400 

1,281,400 

2,562,800 

64,070,000 

108,770,000 

92,976 

92,976 

312 

6 

$ 57,662 

156,492 

209,196 

1,117,500 

187,500 

67,188 

26,875 

$ 1,822,413 

$ 424 



Public Law 884 - 84th Congress 

as amended 

Chapter 840 - Zd Session 
S. 985 

AN ACT 

To estabJlsb an Alaska International Roll aDd HlgbwayCommlsslon. 

Be it enacted b the Senate and House of Re resentatives of the 
United States of America in Congress assembled, That a there is 
hereby established an Alaska International Rail and Highway Com
mission (hereinafter referred to as the "Commission") which shall 
be composed of thirteen members, to be appointed by the President, 
as follows: 

(1) six of the members of the Commission shall be Members 
of the Congress of the United States, at least one of whom 
shall be a Member from the State of Alaska, and not more than 
four of whom shall be members of the same political party; and 

(2) four of the members shall be selected from the executive 
branch of the Government, of whom, if practicable, one shall be 
from the Department of the Army, to be designated by the Sec
retary of the Army, one from the Department of the Interior, 
one from the Department of State, and one from the Department 
of Commerce; and 

(3) three of the members shall be selected from the general 
public, one of whom shall be a resident of Alaska and one of 
whom shall be a resident of the Pacific Northwest region.of the 
Uni ted States. 

(b) The Commission shall select a chairman and a vice chairman 
from among its members. 

(c) A quorum of the Commission shall consist of seven members. 
Any vacancy in the Commission shall not affect its powers and shall 
be filled in the same manner in which the original appointment was 
made. 

(d) The appointment of an officer of the Army on the active list 
as a member of the Commission is authorized as an exception to section 
1222, Revised Statutes (10 U.S.C. 576), and does not vacate his ap
pointment as a commissioned officer of the Army. 

SEC. 2. It shall be the duty of the Commission---
(a) to make a thorough and complete study of the economic 

and military advantages of additional highway and rail trans
portation facilities connecting continental United States with 
central Alaska; 
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(b) to make a thorough and complete study of the most feasible 
and direct routes of rail and highway transportation between the 
United States and Alaska, in relation to the economic benefits to 
be derived therefrom by the United States, Canada, and Alaska; and 

(c) to make a thorough and complete study of the most feasible 
feeder rail and highway routes connecting coastal ports and cities 
with the rail and highway facilities between the United States and 
Alaska, determined most feasible and beneficial by the Commission. 

In making such studies, the Commission shall give particular attention 
to the feasibility of rail and highway facilities between the Pacific 
Northwest region and Alaska. In determining the most feasible and 
beneficial routes for rail and highway facilities, the Commission shall 
take into consideration the proximity to such routes of suitable sites 
for airfields. 

SEC. 3. The Commission is authorized to cooperate with the officials 
of the Dominion of Canada and of the Provinces of British Columb{a and 
Alberta and with any commission or similar body appOinted for such ~urpose 
by the Dominion of Canada or the Provinces of British Columbia· .and Alberta. 
The Secretary of State shall, at the request of the'Commission, arrange for 
meetings with such officials and with such commissions or similar bodies of 
the Dominion of Canada or of the Provinces of British Columbia and Alberta. 

SEC. 4. (a) The Commission may, in carrying out its d.utiesunder this 
Act, hold such hearings, take such testimony, sit and act at such pl~ces and 
times, and incur such expenditures as the Commission deems necessary. Any 
member of the Commission may administer oaths or affirmations to witnesses 
appearing before the Commission. 
The Commission may, without regard to the civil-service laws and the Classif
ication Act of 1949, employ and fix the compensation of such experts, con
sultants, and other employees, as it deems necessary to assist it in carrying 
out its duties under this Act. 

(b) The Commission is authorized to utilize the facilities, information 
and personnel of the departments, agencies, and establishments of the ex
ecutive branch of the Government which it deems necessary to carry out its 
duties under this Actj and each such department, agency, and instrument
aility is authorized to furnish such facilities, information, and personnel 
to the Commission upon request made by the chairman or vice chairman. The 
Commission shall reimburse each such department,.agency, and instrumentality 
for the services of any personnel utilized. The furnishing of information 
by any such department, agency, or instrumentality shall be subject to such 
restrictions as the head of the department, agency, or instrumentality deems 
necessary for the security of the United States. 

(c) In performing its duties under this Act the Commission shall 
utilize all-information available by reason of any surveys and plans made 
under authority of the Act entitled "An Act providing for a location survey 
for a railroad connecting the existing railroad system serving the United 
States and Canada and terminating at Prince George, British Columbia, Canada, 
with the railroad system .serving Alaska and terminating at Fairbanks, Alaska", 
approved October 26, 1949. 
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SEC. 5. The Commission may delegate to any member of the Commission 
or to any committee composed of members of the Commission any of the duties 
and powers conferred upon it by this Act, other than the duty of submitting 
reports and recommendations to the Congress pursuant to section 7. 

SEC. 6. Members of the Commission shall serve without compensation but 
sh~ll be reimbursed, for travel, subsistence, and other necessary expenses 
incurred by them in the performance of their duties. 

SEC. 7. The Commission shall report the results of its studies and submit 
its recommendations to the Congress from time to time, and shall make a final 
report and submit its final recommendations to the Congress at the earliest 
practicable time, but in no event later than June 1,1961. The final report 
shall include estimates of the cost of construction of rail and highway facil
ities along the routes determined most feasible and beneficial by the Commis
sion, together with estimates of the economic benefits to the United States, 
Canada and Alaska. The Commission shall cease to exist for all intents and 
purposes, and all authority conferred by this Act shall and does terminate 
thirty days after the date of submission of the final report or on June 30, 
1961, whichever date occurs first. 

SEC. 8. There are hereby authorized to be appropriated such sums, not 
in excess of $300,000, as may be necessary to enable the Commission to perform 
-its duties under this Act. Until such time as funds may be appropriated pur
suant to this authorization, the President is authorized to make 'available to 
the Commission, 'from any emergency funds available to him, such sums as may be 
necessary. 

PL 84-884 - approved August 1, 1956 
PL 85-16 - approved April 20, 1957 
PL 85-601 - approved August 8, 1958 
PL 86-78 - approved July 6, 1959 
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ALASKA INTERNATIONAL RAIL AND HIGHWAY COMMISSION 
FACT SHEET July 1, 1959 

BATI'ELLE MEMORIAL INSTITUTE 

Contract for study and report on natural resources of northwest North 
American in relation to transportation needs. 

Objectives and Sco~ 

Tne study will be conducted along broad economic lines toward providing 
basis economic data for long range programs of economic development for Alaska, 
British Columbia, the Yukon Territory and the Pacific Northwest, with particular 
reference to evaluation of existing anQ potentially feasible main and feeder line 
transportation routes to serve the area. 

Basic economic dat.a would be sought concerning mineral resources, forest 
resources including pulp and paper products, fishing, furs, agriculture, manufact
uring, 'fI1olesale trade and services, tne tourist industry and population trends. 
Each of these .resources 'fill be analyzed in relation to -their present status of 
utilization or contribution to the area's economy, potential explOitation of 
undeveloped areas or products, local, regional and world markets for potential 
products 'and the competitive position of each·in world markets during the next 
".,;wen-cy years, . the role of transportation in tne exploitation of undeveloped 
resources, existing and proposed transpor't.ation i"acili ties and "Gneir routes and 
es~irnated costs of any facilities recommended. 

Me-Gnods of' Study 

Tne essential ingredients of a study are availability of masses of data, 
abili ty to gat.'1er tnem, effectiveness of sorting methods and intelligence in 
analysis. Data will be gathered from U. S. and Canadian Government sources and 
from commercial sources throughout North America. Assembled data will be screened 
to coincide with the objectives set forth in the proposal. Screened data on re
sources, markets, transportation patterns, population, etc. will be' submitted to 
groups of specialists and consultants for critical technical and'economic examin
ation. Each resource ~ill be examined in light of technological devel9pments for 
product substitution in order to precluQe pinning development hopes on a dying 
industry. Costs involved in accomplishing various promising phases of development 
would be estimated and related as closely as possible to economic benefits or re
turns to be derived. Transportation facilities needed to serve potentially de
sirable developments would be tabulated as to possible cost and mapped as to 
appropriate location. Other requirements, such as the development of water sources, 
the installation of power utilities, improvement of harbor facilities and the de
velopment' of fuel supplies would be QescribeQ and evaluated. 

Contract Provisions 

The contract is a negotiated type executed under the authority of the Fed
eral Property and Administrative Services Act of 1949 (63 State 377) as amended, 
delegated to the Chairman and redelegated to the Contracting Officer by the Ad
ministrator, General Services Administration. The delegation authorizes nego
tiation of certain types of contracts without advertising for the procurement of 
services, in this instance economic and engineering services. 

The contract provides far the payment of not to exceed $120,623, including 

EXHIBIT XI-2 



-2-

a fixed fee of ai6,828 for professional services, t~~vel and subsistence, supplies, 
secretarial and clericai services and other allowable expenses based on services 
actually performed. Provisions of the contract relating to costs are subject to 
changes authorized by the Contracting Officer in an amount not to exceed a total 
cost of' $125,000, changes totaling in excess of this amount are subject to the 
specific approval of the Chairman of the Commission. 

Battelle will submit monthly progress reports to the Commission and will 
be available constantly for consultation with the Contracting Officer •• A summarJ 
report will be submitted on or before September 30, 1960 and a final report not 
later than December 31, 1960. 

Allowable costs will include materials and equipment required in the con
duct of the study; personal services, including salaries, wages, consulting fees, 
including pensions and old-age benefits, social security and unemplo~~ent taxes, 
workmen's compensation, over-time premiums, shift premiums, holiday and vacation 
allowances and sick leave allowances; and miscellaneous expenses, including travel, 
freight charges and other out of pocket expenses as' determined by Battelle's stan
dard procedures in 'other government research generally. 

Indirect costs, in the form of overhead expense, tentatively 60% of salar
ies and wages, subject to retroactive ad.,justment to contractor's actual indirect 
cost rate as applied on contract by the Department of Defense and other U. S. 
government agencies. 

Payments on Contract 

Pa~~ents of the total amount will'be made upon the presentation of vouchers 
submitted monthly for personal services rendered and monies expended and other 
allowable expenses up to a total of 90% of the estimated maximum cost. The bal
ance is payable upon the submission of the final report and its acceptance by 
the Conunission. 

Battelle agrees to schedule its time, efforts and resources as related to 
the several phases of the study in proportion to their respective degrees of im
portance to the whole study so as to enable Battelle to arrive at definite con
clusio"ns and recommendations in its final .report to the Conunission. 

Interpretation 

In case of discrepancy between the terms of the typed contract and the pro
posal, the typed contract shall govern. 

Miscellaneous 

The contract contains the usual provisions relating to termination in the 
best interests of the government, sub-contracts, assignment of claims, examination 
of Battelle's records, default, convict labor, eight-hour law, nondiscrimination 
in emplo~~ent, officials not to benefit, covenant against contingency fees and 
utilization of small business concerns. In case of disputes or disagreements 
between the Contracting Officer and Battelle, the contractor may appeal to the 
Chairman of the Commission. 
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Qualifications of Contractor 

Battelle is the oldest and largest research organization in the United 
States and possibly in the world. It employs regularly in excess of 2000 pro
fessional, technical and administrative personnel qualified in almost all fields 
of science and technolo~J. Over a period of 29 years, Battelle has conducted 
research investigations for hundreds of American industrial concerns. 'Ba.ttelle 
will seek i",he advice and accwnulated kno",-hoW' from those industrial friends who 
can be of material assistance in the successfUl prosecution of this economic study. 

Members of the Battelle staff possess experience in many areas of transport
ation and transportation economics. In a study such as that being conducted for 
the Commission, transportation facilities and economics are handled as intergrad
ient factors in the development of their conclusions and recommendations. This 
will be handled principally by the staff in the Department of Economics who have 
demonstrated adequate knowledge of transportation economics in a wide variety of' 
assignments. Detailed information regarding these individuals is included in the 
Battelle proposal which is made a part of the contract by reference. 

Sstimated Breakdown of Total Effort 

Battelle has estimated that total effort and expenses will be divided ap
proximatel:i as follows: 

nevie~ of existing data from U. S. and Canadian Government and ind~strial 
sources - 2CP/o. 

Identification of market pctentials - 30%. 

Compilation of natural resource potential - 30% 

Selection of transportation media and routes with estimated costs - 20% 

Evaluation"~f Proposals 

A total of 18 organizations submitted proposals to ccnduct the proposed 
economic study. In order to assist in the evaluation, the C~~ission requested 
that a cost estimate accompany each prollosal. This cost estimate wal? not consider
ed a bid for these services since it vas difficult, if not impossible, to define 
in advance the scope of the proposed study. 

The Commission published a list of ten items which the proposed report on 
the economic study should contain, titled "Economic Need and Justification for 
Additional Rail and Highway Facilities Between the United States and Alaska". 
To illustrate how difficult it ",as to properly define the scope and extent of the 
study, cost estimates ranged from a low of $66,609 to a high of $500,000. 

Proposals were rated at the staff level by the use of a scoring sheet for 
the evaluation of 20 items pertinent to the conduct of the study and carrying out 
the provisions of the Act which established tile Cormnission. The Chairman of the 
Commission selected the five organizations which appeared to possess the greatest 
qualifications. Repr,esentati ves of these :five finns ",ere invited to Vlashington 
for a conference with the staff and the Chairman. 

The Commission met' on July 29, 1958 and approved t.he Chairman's selection 
of the Battelle Memorial Institute. This action was rec~rmed at a meeting of 
the Commission on July I, 1959. 



ALASKA INTERNATIONAL 
RAIL AND HIGHWAY COMMISSION 

1809 G STREET NW. 

WASHINGTON 25, D.e. 

LTerms of Reference, Economic Study of Northwest North Americ~7 

Economic Need and Justification for Additional Rail 
and Highway Facilities Between United States and Alaska 

The proposed research project, relating to Public Law 884, 84th 

Congress, will comprise study based on factual data an( realistic 

projections, and recommend whether there is sound economic need and 

justification for additional highway and rail facilities between the 

United States and Alaska. 

The report should adequately develop and objectively evaluate 

the following: 

1. Capabilities and economics of e~isting and planned transport 

facilities between Alaska and the United. States and anticiapted improve-

ments there on between now and 1980. 

2. Location, availability and volume of resources whose economic 

exploitation is dependent upon improved or additional transportation 

facilities between the United States and Alaska, and the intervening 

areas. 

3. Present and prospe'cti ve location of local, national and/or 

world markets for such resources and present and long~range (1980) 

competitive position of~ach. 
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4. Delivered cost of marketable resources utilizing existing 

transportation facilities and subsequent comparison \OTith estimated 

costs, utilizing proposed additional or improved transportation 

facili ties. 

5. Increase in national income and population'resulting from 

production, processing and shipment of additional raw and/or finished 

products to national or world markets. 

6. Traffic and transportation revenues and taxes generated from 

the foregoing. 

7. Host feasible and direct major and feeder routes for rail andj 

or additional highway facilities in relation to economic benefits t'o be 

derived thercfromby the United States, Canada and Alaska, taking into 

consideration the proximity of suitable airfields to such routes. 

8. Estimated construction costs of additional major and feeder 

routes based on aerial photos now available from United States and 

Canadian sources, supplemented by such route surveys as may be available. 

9. Economic feasibility of improved or addltional transportation 

facilities from correlated cost and revenue estJ.mates, considering the 

economic effect on present carriers. If not economically feasible~ form 

and extent of subsidy or assistance required. 

~,O. Prospects for private capital investment in the transport 

facilities being considered. 

11. Final report to be submitted to the Commission by April 30, 1959. 

Dec. 4, 1957 






