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CONCLUSIONS AND RECOMMENDATIONS

The state should buy the Alaska Railroad.
° it is vital to our economy;

® the Alaska Railroad Transfer Act provides prenegotiated
arrangements on contract rights, liabilities, land rights,
and benefits that may not be achievable again;

° the Alaska Railroad has the capability of being financially
self-sufficient.

The railroad can be self-sufficient if it is allowed to be fully
competitive; is organized as an independent corporation; and the
cost of transferring the railroad is funded by the state rather

than the railroad.

The potential for "making it on its own" is critical to the
mission and future of the new Alaska Railroad.

A streamlined public purpose goal of self-sufficiency provides a
clear measurement of success and makes it known that the railroad
is to be run like a business.

The faster the railroad shows itself capable of self-sufficiency,
the sooner it will be attractive to a private buyer.

Even though state-owned, the railroad should be operated like a
private business and be allowed to compete in the marketplace
without artificial restraints.

Adequate safeguards exist within the Interstate Commerce
Commission (ICC) and federal antitrust laws to protect competing
private carriers from predatory railroad pricing of unfair
advantage.

The legislature should refuse special interests that propose to
limit the railroad's scope of operations; such limits to
competition would act to the detriment of the people of Alaska.
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The organization of the new railroad must meet the requirements
of federal transfer legislation and support the railroad's
potential to be self-sustaining.

A public corporation provides the best opportunity for success
of the new Alaska Railroad, allowing both semi-autonomous
management and adequate control by the state.

If the state funds the equivalent of the first five years'
transfer liabilities in advance -- $37.7 million —-- the rail-
road will not require further appropriations and can pay
remaining transfer liabilities from internally generated funds.

The legislature should appropriate $37.7 million to the Alaska
Railroad Corporation for the purpose of meeting transfer-
related liabilities and $22.3 million to the federal government
for the purchase of the Alaska Railroad.

Transfer~related funding should be made to the Alaska Railroad
Corporation immediately upon acceptance of the railroad to give
the Corporation a clean start.



SHOULD THE
STATE BUY THE
ALASKA
RAILROAD?

For almost six years Alaskans have
been debating the pros and cons of
taking over the Alaska Railroad from the
federal government. In the beginning of
the move to transfer the railroad, the
question was simply whether Alaska would
accept the railroad —-— no price tag
attached.

The final question, which the state
must decide during the first seven
months of 1984, is whether Alaska will
accept the price and conditions mandated
in the Alaska Railroad Transfer Act of
1982.

The Price: $22.3 million

Interestingly, public debate over
whether or not to accept the purchase
price of the railroad has focused on the
same two concerns expressed when no
purchase price was involved:

e First, will the railrocad be a
continuing, long-term drain on the
state?

° Second, is it appropriate or
even possible for the state government
to operate a commercial enterprise like
the Alaska Railroad?

The particular issues related to
the transfer price are:

° Is the valuation fair?
® How much more, over and above

the purchase price, will the transfer
cost the state?



All of these concerns are debated
against a background of conjecture as to
what would happen if the state does not
accept the railroad.

Commonwealth North first focused on
the importance of the railroad transfer
when draft legislation was introduced in
1981. We issued an interim report in
January 1982 suggesting provisions that
should be part of any transfer legis-
lation passed by Congress.

In 1983, it became apparent to the
Comonwealth North Board of Directors
that further investigation of the
railroad issues was required. Besides
the immediate question of whether the
transfer proposal was fair, the corol-
lary questions of how the railroad
should be operated under state control,
and to what purpose, became increasingly
important.

This report summarizes the conclu-
sions reached after six months of
independent work by the Commonwealth
North Railroad Committee.

The committee examined the purchase
of the Alaska Railrocad on an "as is/
where is" basis. While many Alaskans
believe the only reason to accept the
railroad is for purposes of extension,
we concluded that today's railroad, with
its capabilities and limitations, is
what is being offered, and it is today's
railroad that must meet the test of pur-
chase.

The committee
examined the Alaska
Railroad on an ‘“‘as
is /where is’’ basis.



