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Alaska Highway Pipeline Inquiry

Whitehorse, Yukon
July 29, 1977

The Honourable Warren Allmand

Minister of Indian Affairs and Northern Development
House of Commons

Ottawa, Ontario

Dear Mr. Allmand:

You have directed this Inquiry to report in a preliminary
way on the social and economic impacts that may be
expected if a gas pipeline is constructed, as proposed,
through the southern Yukon. You have also asked us to
report on the attitudes of Yukoners to this proposal.

The first task requires an understanding of existing
social and economic conditions and their present
trends in the Yukon. As for the second task,
Yukoners' attitudes toward the proposed pipeline can
be understood only in the context of how they see
themselves and the society in which they live. This
report summarizes a great deal of evidence presented
to the Inquiry on these two broad subjects, and we
hope that you and your colleagues will find it useful in
reaching a decision on the proposal. However, before
turning to the report itself, we should like to make
some general observations on its nature and scope.

The Yukon and its People

In describing the Yukon and its people, we think it is
unwise to rely with any confidence on generalizations
about the north and about northerners. Certainly in
many ways the Yukon may be usefully compared with
its neighbours, Alaska and the Northwest Territories,
but one must be careful to recognize the differences as
well as the similarities among the three regions. For
example, in geography the Yukon more closely
resembles Alaska than the Northwest Territories and,
like Alaska, the Native people are a minority within the
total population of the Yukon. In the Northwest
Territories, on the other hand, the Native people form a
clear majority.

There are also important differences between the
Yukon and its neighbours in their political institutions,
traditions, and social attitudes. A comparison of the
Klondike gold rush with the gold rushes in Alaska at
about the same period show a marked contrast in the
ability of the administrative authorities to maintain
order and control. Important differences exist also
between the political institutions of the Yukon and the
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Northwest Territories. In the Yukon, a wholly elected
territorial council first met in 1908; in the Northwest
Territories, the territorial council was not wholly elected
until 1975.

For a long time, the chief means of access from the
south into the three jurisdictions was by water, and the
most important settlements were located along the
main rivers. In both Alaska and the Northwest
Territories, many communities still are not reached by
road, but in the Yukon the situation is quite different.
Following construction of the Alaska Highway in
1942-43, the network of roads has been extended to
every community in the Yukon, except Old Crow, an
isolated Indian village in the northern part of the
territory. There the people maintain a traditional life
centred on hunting, fishing, and trapping. In this
respect, Old Crow more closely resembles many
communities in the Mackenzie District of the Northwest
Territories than it does other settlements in the Yukon.
Settlements in the Yukon (except Old Crow), and those
reached by road in the Northwest Territories, have
much in common with many settlements in the
northern sections of the western provinces. The social
and economic effects of all-weather overland access to
northern Canada can hardly be overestimated.

Although strong parallels may be drawn between the
social and economic consequences of the temporary
presence of a large number of construction workers on
projects such as the Alaska Highway and the proposed
pipeline, there can be no doubt that the continuing
influence of a highway on the region through which it
passes is of much greater magnitude than that of a
pipeline. The most obvious difference may be seen in
the changed pattern of settlement. The experience in
the Yukon has been that the highways have the effect
of a magnet. New communities have sprung up along
the highways, whereas those that were passed by have
been abandoned. Four of the eight communities along
the Yukon stretch of the Alaska Highway did not exist
before its construction. Conversely, Fort Selkirk, once
a major centre on the Yukon River near its confluence
with the Pelly River, was quickly abandoned when the
Klondike Highway passed it by. A pipeline has no
comparable power to create or destroy communities.

Another generalization that has been proposed seems
to us still more fallacious, and that is to divide
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Yukoners into two groups, Indian and non-Indian, and
to attribute to each group totally different values and
aspirations. Having created two mutually exclusive
categories, which are defined by race, it may be
tempting to assign intransigent points of view to each
of them. From this position, it is a short step to the
conclusion that a conflict of interest between the two
groups is inevitable.

The supposition that Indian and White Yukoners hold
entirely different values and seek radically different
objectives has, no doubt, a certain simplicity that may
be intellectually attractive, but it reduces any
discussion of Yukoners to a consideration of
stereotypes, and any discussion of their problems
tends to lead to the assignment of blame rather than to
the more complicated and far more important business
of working out a solution that may be acceptable to
everyone.

We do not suggest that there are no differences
between Indians and Whites in the Yukon, and we
realize fully that relations between the two groups must
be improved. On this subject, we join with the Yukon
Native Brotherhood in deploring the present situation.
In 1973, in an important statement entitled Together
Today for Our Children Tomorrow, they declared,

... the picture of the Yukon Indians is not a pretty one.
The Yukon Indian people are not a happy people. Both
the White man and the Indian are becoming more and
more disgusted with each other. The Communications
gap, the Social gap, the Economic gap — all these are
widening. Both Indian and White are getting nervous
because of the lack of understanding and tolerance
among both groups (p. 15).

Most Yukoners would concede that this assessment of
the situation is close to the mark and that, since 1973,
there has been some further deterioration of relations
between the two groups. It is our deeply felt conviction,
Mr. Minister, that a reversal of this trend must be a
leading priority for your government in all of its policies
that relate to the Yukon in any way. We believe that
your decision with respect to the proposed pipeline will
be of critical importance in whether or not this trend is
reversed. The strong and unanimously held view of this
Board is that solutions must be sought and found that
will promote, not erode further, harmonious relations
among all segments of society in the Yukon. This view
is basic to the recommendations that we advance in
this report.

We fear that a decision that is insensitive to the wishes
of all Yukoners, Indian and White alike, would
aggravate existing tensions and lead to an even
stronger polarization of views and attitudes. It is clear
to us that to proceed immediately with the construction

of this pipeline (or with any other project of comparable
scale) would run counter to the aspirations of many
Yukoners and that it would disappoint them bitterly. It
is equally clear to us that many Yukoners regard
properly controlled economic development not only as
inevitable but also as desirable, and they see in the
proposed pipeline an opportunity to improve economic
and social conditions in the Yukon. A lengthy or
indefinite moratorium on the construction of the
pipeline would seem to be, for practical purposes, a
decision against building it through the Yukon, because
in that case the United States would be likely to
proceed with the all-American route proposed by El
Paso. Failure to have taken such an opportunity would
surely lead to frustration, anger, and recriminations
that might be as dangerously divisive among the
people of the Yukon as a decision to proceed
immediately with construction of the pipeline.

The proper solution to this problem seems to us to lie
in flexibility and compromise. Middle ground must be
found that will be acceptable to most, if not to all,
Yukoners.

We see a danger in preoccupation with issues that
divide or that might divide the people of the Yukon.
During the hearings, we had much pleasure in finding
that there is, among most Yukoners, a consensus on a
wide range of subjects, objectives, and values.
Because differences have been emphasized so often, it
may be worth noting here some of the subjects on
which there is, if not unanimity, at least a high level of
agreement.

No one could fail to be impressed, first of all, by the
widely held conviction that the Yukon is an
extraordinarily fine place in which to live. Time and
again, we were reminded of the pride that Yukoners
take in this special part of the world that is their home.
A growing tourist industry is ample demonstration of
the fact that the Yukon is a land of impressive
contrasts, dramatic beauty, and spiritual refreshment.
For those who, through birth or choice, are fortunate
enough to live here, there is a wide choice of lifestyles
or of a combination of different lifestyles.

Even today, a few Yukoners continue to live entirely off
the land, depending little, if at all, on other sources of
income for their livelihood. Many others hunt, fish, and
trap, not for their primary source of income, but to
supplement wages earned from some involvement in
the industrial economy, or from public income support
payments, or from both. Still others have regular
full-time employment, but they turn as often as they
can to the wilderness, not only to supplement their
income, but for recreation and to reaffirm their sense
of oneness with nature. It is this variety of choice that



many Yukoners value above all else in their reasons for
wishing to live here.

Access to the wilderness is one of the Yukon’s greatest
attractions. Everyone here shares a common interest in
preserving the Yukon’s magnificent physical
environment from pollution or destruction. For many
Yukoners, a life anywhere else would clearly be only
second best.

All Yukoners share an interest in improving and
deepening the relations among themselves, and
especially between Indians and Whites. No reasonable
person can fail to be concerned by problems or events
that threaten to divide communities along racial or,
indeed, along any other lines.

All Yukoners are eager to ensure that neither they nor
their children will ever feel obliged to leave the Yukon
for the lack of employment. If the youth of the region
are prepared by education and technical training for
careers that they cannot follow in the Yukon, their
inevitable departure will frustrate the personal
preference of those individuals and run counter to the
best interests of the economy and the society of the
region as a whole.

The common pride of Yukoners in the wilderness at
their doors and in their heritage, both Indian and
White, leads everyone to a shared interest in
preserving the cultures that are distinctive to the region
and in enhancing them further. There is some
recognition that the curricula in the schools should
reflect more fully than they do at present the history
and the indigenous cultures of the Yukon.

There is a shared awareness of some sombre aspects
of life in the Yukon. Everyone recognizes that there are
grave social problems, many of them related to
alcohol, in all communities. There is a general desire
for a more diversified economy, and especially for the
economy to be based more fully on renewable
resources, so that dependance on welfare may cease
to be the ordinary way of life for so many persons.

Yukoners look forward to a time when the territory
need not depend upon grants from the federal
government of Canada, and when the people will have
a greater measure of control over the region’s
resources, both renewable and non-renewable. This
desire is manifested in the continuing debate over the
achievement of provincial status, and in the general
desire to see the Yukon Indian land claim settled soon
and fairly. The Indian people are naturally eager to
secure title to the lands that they consider to be their
own and to bring them under their own control before
continued economic development in the region

narrows further the range of choices that are available
to them. All Yukoners would welcome the
establishment of a comprehensive plan for land use as
soon as possible.

With respect to the Yukon Indian land claim, we should
like to emphasize that, contrary to the expectation of
some observers, there is no significant element of
public opinion in the Yukon that either challenges the
validity of this land claim or doubts that it is important
and desirable to settle the claim quickly and justly.
Everyone understands that the settlement of the Indian
land claim will not merely prepare the way for future
economic developments that may be financed from
southern Canada, but that the substantial financial
resources and the specified rights that will be placed in
the hands of the Indian people will, of themselves,
provide a strong and long-lasting stimulus to the local
economy that cannot fail to be of benefit to everyone
living in the Yukon.

Finally, although this point is by no means last in
importance, Yukoners are agreed that the best means
of addressing both the problems and the opportunities
of the Yukon is one that may be described as a
one-government policy. The Planning Council, formed
of representatives of the Council for Yukon Indians, the
Government of Yukon, and the Government of Canada,
was established to discuss the settiement of the Yukon
Indian land claim. It has agreed that two goals of the
settlement should be to “‘Provide the Yukon Indian
people with the incentive and opportunity to have their
rightful say, within the context of a one-government
structure, in the decision-making authority which
governs their everyday life,”” and to “‘Develop a
one-government structure which reflects and is
responsive to interests of all Yukon residents and
which is compatible with the evolution of government in
the Yukon’ (Document No. 2, March 8, 1977).

The Planning Council has reaffirmed this policy in a
settlement model (Document No. 4, July 14,1977). The
Government of Yukon also subscribes to this position
and, during the course of our hearings, no one
challenged the soundness of this approach. You will
agree, Mr. Minister, that this policy represents another
important way in which the Yukon differs from the
Northwest Territories, where there does not appear to
be a similar consensus on government structure.

It would not be difficult to add to this list of values and
objectives that all Yukoners share, but perhaps we
have said enough here to indicate why we feel that
areas of common interest are far more significant than
any differences in emphasis or in priorities that may
contribute in some way to the existing tensions



between the various segments of the Yukon’s
population.

Yukoners and the Pipeline

The proposed pipeline is not only large-scale in its own
right, but it symbolizes large-scale development
generally. Any mention of it is likely to open debate on
a range of subjects that concern not only Yukoners but
the nation as a whole. The proposed pipeline does,
however, raise a number of associated issues about
which there are real differences of opinion in the
Yukon.

Many of these differences have to do with priorities:
two of the most important of them centre on the
situation of the Indians people and their still unresolved
land claim and on the threat that economic
development, unrestrained or merely large-scale,
poses for the Yukon wilderness. In respect of these two
issues, there is a popular misconception that the
debate is between Whites, on the one hand, all of
whom would support immediate construction of the
pipeline, and the Indians, on the other, all of whom
would be unilaterally opposed to the construction of a
pipeline at any time or under any circumstances. The
reality of the situation is, of course, far more complex.

In fact, there is no simple dichotomy between Indian
and non-Indian views: there is, instead, a wide
spectrum of opinions, in which three main schools of
thought may be distinguished, about the desirability or
the undesirability of constructing a pipeline through the
southern Yukon.

At one end of the spectrum there are some persons,
though not many, who regard economic development
generally — and the pipeline in particular — as
synonymous with progress. They see the benefits of the
pipeline as so obvious, and the negative aspects of it
as so trifling, that they believe construction should
proceed with the least possible delay.

At the other end of the spectrum there is another
group, also a small minority, who with equal sincerity
view economic development generally — and the
pipeline in particular — as jeopardizing an entire way of
life. For some of them, such development represents
the worst aspects of the life they have left behind in the
south, and it threatens the wilderness that is such an
important part of the Yukon'’s appeal to them. The

VIIl logical conclusion of this view, although it is not often

expressed, is that no pipeline should be built through
the Yukon — ever.

The majority of the witnesses that appeared before the
Inquiry represent a third group. Their acceptance or
rejection of the pipeline is conditional. In their view,
construction ought not be undertaken unless and until
certain other goals are achieved and certain preventive
and mitigative measures are adopted to lessen the
possible dangers of the project.

The two groups at either extremity of the spectrum are
predominantly White. Between them, in the middle of
the spectrum, are the persons who consider that the
pipeline should not be constructed before a settlement
and implementation of the Indian land claim have been
achieved. This view represents not only the official
position of the Council for Yukon Indians, but also the
great majority of the Indian people who addressed us,
as well as many Whites. Also in the middle part of the
spectrum were many other witnesses, both Indian and
non-Indian, who were prepared to accept
construction of the pipeline if - and only if - certain
measures are taken to prevent possible undesirable
effects.

It is, therefore, not only an oversimplification, it is in
fact wrong, to attribute pro- or anti-pipeline sentiments
to individuals or groups on the basis of racial origin.

We have explored the attitudes of Yukoners to the
pipeline at some length because it is, we think,
important to consider the issues that the proposed
pipeline raises in the context of the long-term interests
and concerns of the people who will be most closely
affected by it.

The Impact of the Pipeline

We now turn, in broad outline, to our preliminary
assessment of the socio-economic impact of the
proposed pipeline. The fundamental question, of
course, is whether or not this impact can be kept within
acceptable limits. And we agree with the majority of
Yukoners who appeared before us: we think that the
social and economic effects can be kept within
acceptable limits, provided that certain conditions are
met. These conditions involve:

(i) certain financial and other resources,

(ii) appropriatepreventiveand mitigative measures,
and



(iii) sufficient time before construction of the
pipeline begins to complete planning and to
mobilize resources.

These conditions, if met, will give Yukoners the chance
to protect themselves from the pipeline’s possible
negative impact and, at the same time, they will permit
them to take advantage of the opportunities that the
project will present.

At this point, it is useful to discuss separately the
construction phase and the operation and maintenance
phase of the pipeline. In our view, the second phase
does not require extended consideration here. After
the pipeline is in place, Yukoners will not often be
reminded of its existence. By the company’s own
estimate, some 200 persons will be employed to
operate and maintain the pipeline. This modest
increase in the population will not make much
difference to the social and economic structure of the
Yukon as a whole. The construction phase, however, is
an altogether different matter. Any large influx of
workers into a sparsely populated area can be
expected to cause substantial social and economic
dislocations of a sort that the Yukon has already
experienced in the past.

From the economic point of view, the benefits and
burdens of the project are not equally shared by
everyone concerned. Most of the benefits accrue to
persons or agencies that are connected in one way or
another with the construction of the pipeline, or with
activities related to its construction. But everyone in
the Yukon will experience the inflationary pressures
that the project will cause, as well as other
consequences of an overstimulated economy. There
will be many persons who will not find the inflationary
trend offset by any gain in their own incomes.

With respect to social impacts, we have already noted
the vulnerability of the Indian communities and the
dangers of disturbance to the wilderness. The National
Energy Board, in its recent report, Reasons for
Decision Northern Pipelines, concluded that “‘On
balance, pipeline projects probably have a negative
social impact” (p. 1-143). We think this assessment will
apply in the Yukon.

The main benefits from the pipeline will be
concentrated outside of the Yukon, largely south of the
49th parallel, whereas the most significant costs, in
terms of both economic dislocation and social
disruption, will be experienced in the Yukon. In our
opinion, such would be the case even without the
added and important consideration of the unresolved
Yukon Indian land claim.

We believe that the anticipated distribution of benefits
and burdens is unfair and unacceptable to Yukoners,
and it is our strong view that steps should be taken to
redress this imbalance. The federal government must
promptly take preventive and mitigative action that will
effectively limit undesirable impacts. At the same time,
adequate financial and other resources must be made
available to Yukoners to enable them to capitalize on
the economic opportunities that the project will offer,
as well as to compensate them for impacts that are not
wholly preventable and that will detract or threaten to
detract from the quality of their life at present.

Who will make these financial and other resources
available to Yukoners for these purposes? As a number
of witnesses phrased the question, Who will pay? We
have no hesitation in replying with the general
proposition that the money should come from the
pipeline company — and that, of course, will mean some
additional cost to the eventual consumer. From an
economic viewpoint, this arrangement simply
recognizes that money is the most efficient means of
reapportioning to some extent the concentrations of
benefits and burdens, described above. More of the
benefits should accrue to Yukoners, and a slight
increase of the burden would be borne by consumers
at the southern end of the pipeline. We shall have more
to say below about compensation payable by the
pipeline company.

The Yukon Indian Land Claim

The Yukon Indian land claim is an important exception
to the general principle that the pipeline company
should pay. We hope that enough has been said to
establish that the settlement of this land claim is of
basic importance to any consideration of the impact
that may be consequent on the construction of the
proposed pipeline, but resolution of the Indian land
claim is not a responsibility of the pipeline company. It
is the special obligation of the Government of Canada.

We devote a chapter of this report to the Yukon Indian
land claim, so we shall say here only that we see no
need to demonstrate the validity of the claim. The
Government of Canada has already committed itself to
a comprehensive land claim settlement with the Yukon
Indians. The Government of Yukon is a participant, with
the Government of Canada and the Council for Yukon
Indians, in discussions that are now going forward to
establish the terms of the settilement. An agreement on
a settlement model was made public, and the
document was filed with the Inquiry on the last day of
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our hearings. We have already noted with satisfaction
that no significant body of opinion in the Yukon
questions the validity of the Indian land claim nor the
desirability of settling the claim justly and
expeditiously.

The Land Claim and the Pipeline

With respect to the Yukon Indian land claim, the
proposed pipeline represents both an opportunity and
arisk. The opportunity lies in capitalizing on the
motivation that the pipeline provides to assign a high
priority to the achievement of a settlement as soon as
reasonably possible. The risk is that construction of the
pipeline may begin before the Indian people can
mobilize the financial and other resources provided by
the settlement to take advantage of the opportunities
that its construction may provide. There is also
concern that the construction may be incompatible
with, or that it will seriously interfere with, certain of the
Indian people’s objectives. The Council for Yukon
Indians has, therefore, demanded not only a
settlement, but also the implementation of the
settlement, before construction of the pipeline begins.
These points merit some elaboration.

Both the Indian and the White population of the Yukon
are eager to obtain an expeditious settlement of the
claim, a point explicitly made in Together Today for
Our Children Tomorrow. ‘‘We are asking that you
agree with us on a quick settlement to avoid a long
fight in the courts and in Parliament. Every day that is
lost the economic and social distance between our
people and yours increases” (p. 77). We believe that
time is not necessarily on the side of the Indian people.
Whether the gap between White and Indian referred to
above widens or narrows will depend on how effectively
the time available is used. That use, in turn, will depend
on how promptly the resources that are needed to
proceed with settlement implementation are made
available.

To date, only two other comprehensive land claim
settlements have been achieved in North America, and
each settiement was negotiated only after the interest
of the governments concerned was stimulated by the
prospect of a large-scale construction project. After
decades of neglect, the Alaska Native Land Claims
Settlement Act was signed in 1971, following a
relatively brief but intensive series of negotiations. The
process was expedited by the United States
Government'’s keen interest in developing the
petroleum resources of northern Alaska as quickly as
possible. Similarly, the existence of a valid Indian claim

to land in northern Quebec had been explicitly
recognized by both federal and provincial legislation in
1912. No attempt had been made toward the resolution
of that claim until the James Bay hydroelectric project
was begun, which led to the recent James Bay
Agreement.

Both the Alaskan and the Quebec settlements have
been criticized from various points of view, but there is
no doubt that both agreements represent the most
generous settlements so far achieved by the Indian
peoples of either the United States or Canada. But
would either settlement have been achieved without
the governments’ wishing to proceed with a large-scale
economic development?

It is perhaps cynical to suggest that government
responds only to the threat of delay in carrying out
projects of economic development, but there is no
doubt that it is easier for Indian peoples to engage their
government’s attention at such times. Perhaps a just
settlement of the Yukon Indian land claim could be
achieved in the fullness of time, even if there were no
proposed pipeline to serve as catalyst, or even if the
pipeline were built before a settlement had been
negotiated. But, in practical terms, we should
recognize that the prospect of an expeditious
settlement would be diminished by either turn of
events.

Implementation of the Land Claim

Let us now turn to the question of risk. At our hearings,
Mr. Daniel Johnson, Chairman of the Council for Yukon
Indians, explained why the council felt that the pipeline
should not be built until the land claim had not only
been settled but had also been implemented. Only then
would the Indian people have the necessary resources
— capital, title to land, and skills — to participate in the
construction of the pipeline itself, and to pursue other
economic, cultural, and social objectives that might be
prejudiced by construction activities. He estimated that
both settlement and implementation would take from
seven to ten years, and the council therefore
demanded the same ten-year moratorium that Mr.
Justice T. R. Berger had recommended in his report on
the Mackenzie Valley Pipeline Inquiry. However, the
council’s position is not inflexible. Toward the end of
our hearings, Mr. Johnson testified that, whereas seven
to ten years represented a comfortable or an optimum
period for planning, negotiating, settling, and
implementing a land claim agreement, the schedule for
these activities might be shortened.



Both Mr. Johnson and Dr. John Naysmith, who
represents the federal government in the land claim
negotiations, testified that the implementation of some
parts of the proposed settiement might well go forward
before final agreement on the whole settlement had
been achieved. Now that the settiement has begun to
take shape and an agreement-in-principle is foreseen
sometime in 1978, it becomes important that the
process of implementation not be unnecessarily
delayed by a lack of financial and other resources. We
believe that everything possible should be done to
make these resources available now, so that
implementation of the settlement may proceed
expeditiously.

Advance Payment to the Indians

Quite apart from any decision on the proposed
pipeline, we see no reason why the Indian people
should not now have the benefit of some return on the
capital they can expect to receive in due course from
the settlement. We accordingly recommend that the
Government of Canada immediately pay into a special
trust account, established for the purpose, an advance
payment of $50 million from the monetary
compensation that the Indian people will receive for the
settlement of their land claim. Interest on that sum
should be calculated on a daily basis at the Bank of
Canada rate, from August 1, 1977, and it could be
drawn upon by the Indian people with no impairment of
their capital. The advance from the monetary
compensation for the land claim settlement would be
held in a special trust account until the date when the
Yukon Indian Land Claim Settlement Act comes into
force, and it would be regarded as a part of the total
compensation to be paid according to the terms of that
act.

We wish to make clear that we have no desire to
intrude upon the negotiations that are now leading to a
settlement of the land claim, for these negotiations are
the responsibility of the Planning Council. Nor do we
presume to suggest what might be the final terms of
the settiement with respect to monetary compensation.
If the Government of Canada should wish to guard
against the possibility that the monetary compensation
will be established at a lower figure than this proposed
advance, it would be simple enough to make adequate
provision for a refund of the difference. Should that
happen, however, we do not think that interest earned
on the difference after August 1, 1977, should be
refunded. The Indian people should know with some
certainty what amount of money they can spend
without impairing their capital or incurring debt. On the

other hand, the monetary compensation of the final
settlement may exceed the advance of $50 million by a
considerable margin.

What we wish to stress here is that the sum of money
we have recommended bears no relation to any
estimate by us of what the total amount of monetary
compensation to the Indian people should be or is
likely to be. Our desire is to make available to the
Indian people at least a part of the funds they can claim
as of right, in the form of earned interest, to assist
them to implement some aspects of the proposed
settlement that do not need to wait for the signing of
the final agreement.

We recognize that a number of problems need to be
considered in the disbursement of the interest, as
described above. Which Indian organization(s) should
be the recipient(s) of such funds? Should there be
precise definition of the purposes on which such funds
may be spent? Indeed, if the Indian people wish, should
they be able to draw upon capital, even before the final
settlement is signed, for certain specified purposes,
such as equity participation in the proposed pipeline, in
other major development projects in the Yukon, or in
the establishment of new industries based on
renewable resources of the type described in Together
Today for Our Children Tomorrow? We do not feel
that it is appropriate for us to discuss these matters,
and we recommend that they be referred to the
Planning Council. Such questions may take some time
to resolve, but that does not affect our
recommendation that the special trust account be
established now, and that interest on it be calculated
from August 1, 1977.

It is of critical importance for the Indian people to have
time to organize themselves to use their resources
effectively before construction of the pipeline
commences, and there is no doubt in our minds that
the pipeline company’s proposal to begin construction
in the summer of 1979 does not allow the time that is
necessary. We shall explain later why we believe that
commencement of construction must be deferred, and
we shall describe what we regard as a minimum period
of deferral. The Yukon Indian land claim is, perhaps,
the most important reason for deferral, but it is not the
only reason for it.

Claim Settiement and Land Selection

As an additional protection against prejudice to
achievement of a just settlement of the land claim if a
pipeline is approved, we set out certain

recommendations in Chapter 8 of this report Xi
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respecting a continuation of present constraints on
land grants in the Yukon and of informal methods of
protecting specific parcels of land in anticipation of the
land claim settlement.

Compensation Payable by the
Pipeline Company

Let us now take up the question of resources in the
context of the funding that the pipeline company
should provide. We have noted with interest in the
National Energy Board’s report, Reasons for Decision
Northern Pipelines, the acceptance in principle of
impact compensation, together with the board's
recommendation that a sum not to exceed $200 million
should be paid to the federal government for that
purpose. We agree with this principle, but we wish to
comment on its application.

Arrangements for compensation should, in our opinion,
reflect certain realities. We have referred to two
distinct phases of the pipeline project — the
construction phase and the operation and maintenance
phase — and we suggested that the impacts associated
with the latter are not markedly different from those of
any other development that might result in a modest
increase in population. There will be, of course, a
legacy of the social dislocations experienced during the
construction phase and a continuation of certain costs
associated with those dislocations. In addition, there
will be increased demands on public services by the
increased population. The construction phase, in
comparison, presents problems of far greater
magnitude. Existing tax formulas are unlikely to obtain
from the pipeline company revenues commensurate
with the social and economic costs incurred. At that
time, the situation may well be described as one of
crisis management, and the crisis will be in the Yukon.

We believe that, insofar as possible, direct quantifiable
costs, arising out of social and economic impacts from
the pipeline, should be offset through revenues
obtained from taxes. In Chapter 6 of this report we
offer some suggestions concerning an appropriate
level of taxation.

But what of the unquantifiable — although nonetheless
real — costs that whole communities must bear in terms
of social and economic dislocations and of unwelcome
changes to their lifestyle? These social and economic
costs will also be experienced in the Yukon, not in
Ottawa or in Canada as a whole. We think, therefore,

that funding from the pipeline company should not only
enable Yukon communities to react to the stresses and
strains associated with the construction of the pipeline,
but that it should provide cash for purposes that may
not be directly related to these effects. Such funding
could help to correct social and economic imbalances
through projects and initiatives that would serve to
enhance the quality of life in the Yukon and its
damaged communities.

In keeping with the objective of redistributing benefits
and burdens so that more of the benefits are directed
toward the area in which most of the burden will be felt,
we depart from the National Energy Board'’s
recommendation that the entire sum, to a maximum of
$200 million, that will represent the indirect costs of the
project north of the 60th parallel, be paid to the
Government of Canada. In our view, the Yukon and its
communities should have first claim on this impact
compensation and should determine its
administration.

In the distribution of compensation, we think that due
regard should be given to a second reality. Some
Yukon settlements are, in fact, two communities:
Indians and Whites are concentrated in groups that are
sometimes physically, as well as psychologically,
separated. In most of these twin communities there are
some parallel physical facilities, such as two community
halls. No doubt there are good historical reasons for
this situation, but we believe that it would be a mistake
today to divide impact funding for such communities
into separate allocations for Indians and non-Indians.
Such a division would imply that there was not a
sufficient commonality of interest in these communities
for a particular project to serve the community as a
whole. We are strongly of the view that every
community must be encouraged to identify and
broaden the areas of its residents’ common interests,
while fostering cultural diversity. Some administrative
structure must be devised to enable Indians and
non-Indians to work together in using compensation
money to serve the whole community.

As to the amount of compensation to be paid by the
pipeline company, we understand the National Energy
Board’s desire to establish a ceiling figure for impact
funding. Without one, the cost of the pipeline might
escalate so far that it became uneconomic. On the
other hand, if the costs to the Yukon and to Canada
are very much in excess of the cost that makes a
Canadian route competitive, then that fact by itself
should support an argument for El Paso’s route.

In any event, we are of the view that $200 million is a
modest enough sum to compensate Yukoners for
unquantifiable social and economic costs, and for
those changes following in the wake of the pipeline that



will assuredly detract from the quality of life in the
Yukon. Accordingly, we recommend that that sum be
regarded as the minimum figure to be paid by the
pipeline company, and that it be paid into a fund to be
administered by and for Yukoners.

In Chapter 11 of this report, we suggest that the
pipeline company pay $200 million into a Yukon
Heritage Fund. We suggest further in Chapter 6 that
this fund be supplemented in the future by payment
into it of a portion of the property taxes collected
annually from the pipeline company. The fund,
supplemented further by the investment income it
generates, would be available for purposes related to
improving opportunities for Yukoners and various
aspects of the quality of life here.

We further propose in Chapter 11 that the Heritage
Fund be applied for purposes, and by methods, to be
determined by persons appointed to administer the
fund by the Commissioner of the Yukon, acting on the
advice of the members of the legislative assembly. On
the assumption that some of the monies from the
Heritage Fund will be directed to communities, we
suggest that those administering the Heritage Fund
address the problem of devising an administrative
structure to receive these funds at the community level
and to ensure that Indians and Whites work together in
the application of such funds for the good of the
community as a whole.

Finally, we assume that the pipeline company will be
required to make fair compensation to individuals who
suffer economic loss because of the pipeline
construction, and in Chapter 6 of this report we offer
some suggestions for dealing with this type of
compensation.

A Planning and Regulatory Agency

We consider it essential that a mechanism be
established as soon as possible to plan, control, and
monitor all aspects of pipeline activity with a view to
minimizing undesirable social, economic, and
environmental impacts. In this task, we can profit from
the experience of Alaska. There appears to be general
agreement that the regulatory measures relating to
environmental aspects of the recently completed
trans-Alaska pipeline were thorough and have been
effective, but that, with respect to the social and
economic aspects of that pipeline, there was too little
regulation, and it came too late.

In Chapter 10 of this report, which deals with planning
and regulation, we propose the establishment of a
single agency to be given planning and regulatory
responsibilities respecting engineering, social,
economic, and environmental aspects of the proposed
pipeline. We consider that it is important to establish
such an agency at the earliest possible moment so that
it may proceed to hire staff, to collect base-line data,
and to develop regulatory measures well before the
construction of the pipeline begins. Only in this way
can the agency perform its duties effectively.

We believe that this regulatory agency should have the
power to make decisions here in the Yukon, without
having to refer to Ottawa, except where there is an
obvious need for some measure of consistency in
dealing with the provinces through which the pipeline
will pass, and with Alaska. We believe that the top
levels of administration and of policy making should
include Yukoners among them as the best means of
ensuring sensitivity to local issues and conditions. The
involvement of Yukoners at these levels will help in
making decisions promptly and will avoid costly delays.
In Chapter 10 we advance specific recommendations
concerning the structure and authority of this agency.

You have stated, Mr. Minister, that if your government
approves in principle the construction of a pipeline
through the southern Yukon, you would propose to
establish another inquiry that would develop a final
socio-economic description of the situation and would
assist all of the parties concerned to devise suitable
terms and conditions for the construction of the
pipeline. That undertaking is reflected in our terms of
reference where we are directed to make
recommendations upon the nature and form of such
further inquiry. We recommend that the proposed
planning and regulatory agency be instructed to carry
out this work, and to conduct such further public
hearings as may be appropriate in that connection.

Our terms of reference also directed us to provide
advice concerning further studies that might be
necessary, and you will find that we have made a
number of observations and recommendations
throughout the report on that subject. In general,
however, it is our recommendation that overall
responsibility for identification of research and studies
needed be assigned to the planning and regulatory
agency, together with the responsibility for

coordination and funding of such work. We suggest
some guiding principles for this in Chapter 10. One
qualification of the assignment of general responsibility
to this agency has to do with the monitoring of the
impacts of the pipeline project. In Chapter 7, which
deals with social impacts, we propose that this function
be assigned to a separate body. Xin



Deferral of Commencement of
Construction

Finally, the third condition we should place on the
government’s approval of the proposed pipeline is
related to deferral of the commencement of
construction and to the critically important question of
time.

Considerable progress has been made toward working
out a settiement of the Yukon Indian land claim. A
settlement model has now been approved by the
Council for Yukon Indians and by the Governments of
Canada and of Yukon. When the model was released,
Mr. Johnson and Dr. Naysmith said that they hoped the
Planning Council could reach a draft
agreement-in-principle before the end of 1977. Both
agree that the draft agreement-in-principle could be
ratified and signed sometime in 1978. The Planning
Council would then proceed to develop a final
agreement.

When the Indian people expressed concern about
prejudice to a just settlement, if a pipeline is built too
soon, they spoke not merely of reaching a final
agreement with respect to their land claim, but also of
the implementation of the settlement. The issue is
complex, because the process of implementation can
be expected to extend over many years. On the one
hand, it is agreed on all sides that implementation need
not await final agreement on the settiement, but could
proceed as soon as the draft agreement-in-principle is
ratified and signed sometime next year. On the other
hand, full implementation of all aspects of the final
agreement might take more than a decade. Indeed, as
Mr. Johnson pointed out, implementation of some
aspects of the final agreement would, by definition, be
a continuing process that would have no clear-cut
terminal date.

The main question here is not how much time will be
required to implement all aspects of the settilement, but
how much time will be required to implement certain
key elements of the settlement and thereby to avoid
prejudice to the overall goal of achieving a land claim
settlement that is just as well as expeditious.

Earlier in this letter, we noted that the position of the
Council for Yukon Indians is not inflexible and that, in
Mr. Johnson's recent testimony to the Inquiry, he said
that, although seven to ten years represented an
optimum or comfortable amount of time for
implementation, a shorter period might be sufficient.
On the same day, Dr. Naysmith testified that, in his

XIV opinion, most of the elements of the settlement that

would be important in the context of any major
economic development, such as the pipeline, could be
implemented early in the negotiating process. Should
your government accept our recommendation to make
an immediate advance payment toward settlement of
the Indian land claim, the implementation of certain key
elements of the agreement could proceed without
having to wait for the payments that will be made when
the final agreement is signed.

We have given most anxious consideration to the
question of time, Mr. Minister, for we have no doubt
that the achievement of a just settlement and the
implementation of the Indian land claim is much more
important to the future of the Yukon than any pipeline.
Moreover, we recognize that it is important for
everyone concerned with the settlement to know with
as much certainty as possible the pipeline’s proposed
schedule. With that in mind, we have decided to form
our recommendation to you, not in terms of the
optimum time that should be allowed, but in terms of
what we regard as the minimum time that should be
permitted to avoid prejudice in its implementation. Our
recommendation is based on what we believe can be
achieved if all of the participants involved in the
settlement of the land claim apply themselves to the
task with good will and a sense of urgency.

On the information available to us, which is elaborated
upon in Chapter 8 of this report, we consider that a
minimum of four years will be necessary to permit
sufficient implementation and to avoid prejudice to a
just settlement of the Yukon Indian land claim. If your
government decides to give approval-in-principle to the
construction of a pipeline through the southern Yukon,
it is our strong and unanimous recommendation that
construction of it should not proceed before August 1,
1981.

If your government indicates that it is prepared to give
approval-in-principle to a route through the southern
Yukon, subject to deferral of the commencement of
construction for the period we have recommended, we
assume that this approval will carry with it sufficient
certainty so that the Government of the United States
can decide whether or not to choose the Canadian
route or to proceed with El Paso’s all-American route.

Other Possible Pipeline Routes

The schedule we recommend should provide time
enough to consider the selection of the route through
the southern Yukon that is most compatible with the



long-term interests of the Yukon. The pipeline
company's application is for a route that follows the
Alaska Highway through the southern Yukon, and the
terms of reference of this Inquiry were directed to that
application and to that route. The National Energy
Board, in its report, Reasons for Decision Northern
Pipelines, has, however, indicated its approval, not for
that route, but for a different one, which it calls the
Dawson diversion. This route follows the Klondike
Highway, instead of the Alaska Highway, south and
east from the Alaska-Yukon boundary to Whitehorse.
During our hearings, we learned that there is a
significant measure of support for yet a third route,
which would follow the Tintina Trench. These three
possible routes are described more fully in Chapter 4
of this report, and they are depicted in Figure 3.

The National Energy Board’s choice of routes appears
to have been made on the assumption that federal
approval will be given at an early date to construction
of another pipeline, which is commonly referred to as
the Dempster lateral. It would follow the Dempster
Highway, and its purpose would be to feed Canadian
gas obtained from the Mackenzie Delta and Beaufort
Sea into the pipeline system for delivery to Canadian
markets. Some of the issues raised by this proposal are
outlined in Chapter 9 of this report.

Although route selection does not lie within our terms
of reference, we were, however, directed to report to
you on the attitudes of Yukoners to the proposed
pipeline. You may, therefore, wish to know that a
number of witnesses who addressed this Inquiry
supported a route that generally followed the Tintina
Trench, but none supported the Dawson diversion.
From the witnesses who referred to the Dempster
lateral, we heard strong, nearly unanimous, opposition
to its construction unless, and until, further studies
could provide adequate assurance that a pipeline could
be built along this route without unacceptable costs to
the people of Old Crow, to the Porcupine caribou herd,
and to the delicate balance of nature in that unique
area of wilderness. Many witnesses were convinced
that there should be no pipeline along the Dempster
Highway in the foreseeable future.

If it seems desirable to preserve the option of
connecting a pipeline through the Yukon with gas
reserves in the Northwest Territories, the Tintina
Trench route would serve that purpose as well as the
Dawson diversion. There are, of course, other
considerations: the National Energy Board in its report
observed, “The diversion would bring a major new
source of energy at reasonable prices to the mining
activities in the vicinity of the Klondike Highway"’

(p. 1-168). However, as discussed in Chapter 4 of this
report, and as Figure 7 illustrates, a pipeline that

generally follows the Tintina Trench would appear to be
superior for this purpose, having regard both to the
relative proximity of present and projected mining
activities and to the concentration of known ore bodies
along the Yukon-Northwest Territories border.

It appears to us, Mr. Minister, that the history so far of
inquiries into the impacts of northern pipelines
demonstrates the hazards inherent in examining only
the route that happens to be the subject of an
application by a pipeline company. It cannot be
satisfactory simply to substitute another route that may
not have been adequately studied, either by itself or in
comparison with other possible routes that might
better serve the public interest.

We take the view that some of the time made available
by deferral of the commencement of pipeline
construction could be put to good use by initiating a
study of the other possible routes through the southern
Yukon. The planning and control agency that we have
recommended in Chapter 10 of this report could carry
out this task and submit recommendations to you
within a reasonably short period of time. If a final
choice of route through the southern Yukon is made
sometime in 1978, there should be ample time to make
decisions that will be consequent on the choice of
route and, in the meantime, other important planning
for the project could go forward.

Deferral of the commencement of pipeline construction
until August 1981, four years away, would, in our view,
provide time enough for the planning and control
agency that we have recommended to become fully
operational. The agency would assemble essential
base-line data and institute measures early enough to
deal with the undesirable impacts that may be
expected before construction begins. Some of these
impacts would, no doubt, be felt as soon as
approval-in-principle of a southern Yukon route is
announced.

Deferral for a reasonable length of time would also give
the private sector the opportunity to schedule some
activities both before and after the period of pipeline
construction to avoid, so far as possible, the
consequences of the strong competition that will exist
for human and other resources during construction.

The timing of the project will directly affect the extent
to which the establishment of programs may be
effective in training Yukoners for employment during
the construction phase of the pipeline, and thereby
reduce the necessity for reliance on in-migrants.

Finally, there can be no doubt that some additional
time would benefit the pipeline company itself, both in
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terms of increased efficiency during construction, and
in savings that may be effected through more careful
planning.

In closing, Mr. Minister, we should point out that our
report contains various other recommendations that
we hope may be of value to you and your colleagues
and to those who will be involved in the planning and
regulatory process, should your government decide to
approve in principle the construction of a pipeline
through the southern Yukon. But we wish to make clear
that we regard the recommendations contained in this
letter of transmittal as of fundamental importance.

It is our strong and unanimous conclusion that the
Government of Canada should not give approval in
principle to the proposed pipeline through the southern
Yukon without accepting our recommendations, as
expressed here, for an advance payment toward the
settiement of the Yukon Indian land claim, for
compensation from the pipeline company, for the
establishment of a planning and control agency, and

for a deferral of the commencement of construction of
the pipeline.

Yours truly,

Kenneth M. Lysyk, Q.C., Chairman
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Willard L. Phelps










































Geography makes the Yukon a land bridge between
Alaska and the rest of the North American continent
and, from the beginning of the 1970s, it was recognized
that a gas pipeline carrying Alaskan gas might be run
through this part of Canada to the lower United States.
Until recently, however, attention focussed primarily on
a route that would cross the northern Yukon and pass
through the Mackenzie Delta in the Northwest
Territories before turning south. In 1976, that situation
changed when a group of companies joined to sponsor
the Alcan Project, a pipeline running across the
southern Yukon and generally following the Alaska
Highway.

The Board of Inquiry was established by the federal
government in April 1977 to report on certain aspects
of the proposed Alaska Highway gas pipeline. More
specifically, the Inquiry was directed to prepare a
preliminary report that identified the principal social
and economic implications of the proposal and the
attitudes of people in the Yukon to it. At about the
same time, the federal government established an
Environmental Assessment Review Panel to prepare a
preliminary statement on the environmental
implications of the same proposal. Both that panel and
this Inquiry were directed to submit their reports by
August 1, 1977.

This deadline was based on a timetable the
Government of Canada had set for itself. The
government proposes to decide in August 1977 which,
if any, of the proposed pipeline routes through Canada
it would be prepared to approve in principle. The
government would then be in a position to inform the
President of the United States of Canada’s decision
before September 1, 1977, having regard to the fact
that the President is required by law to provide
Congress with his recommendations on the pipeline
question by that date.

To meet this timetable, the Government of Canada has
proposed a two-stage process. This Inquiry, which
terminates its work on August 1, represents the first
stage. If approval-in-principle is given to the Alaska
Highway pipeline proposal, the government will then
establish a second inquiry to produce a final statement

on the socio-economic impact of the proposed pipeline.

Specific terms and conditions for regulating the
construction and operation of the pipeline would be
based on this final statement.

The timing of this preliminary report could not,
therefore, be divorced from the government’s
timetable. If this Inquiry’s report is to assist the
government in reaching a decision, and not merely to
provide an epilogue to that decision, no extension of
time for the Inquiry process was feasible — unless the

government was prepared to defer its decision-in-
principle on the pipeline. That fact, and the limited
scope of this Inquiry’s terms of reference, were not
well understood by everyone when we began our
hearings. We had to explain more than once that the
preparation of a final socio-economic statement
would be the task of a second-stage inquiry, and that
the formulation of specific terms and conditions for
the construction and the operation of the proposed
pipeline did not form part of the mandate of our own
Inquiry.

In addition to this difficulty, it must be stated that
dissatisfaction was often expressed to us because the
government had not established this Inquiry at an
earlier date. The proposal to construct the Alaska
Highway gas pipeline was filed in late summer 1976,
and we were told that requests for some form of public
hearings on the subject had been made as early as fall
1976. Because this Inquiry was not established until
spring 1977, many participants in it felt that they had
not had sufficient time to prepare their submissions.
Some participants also complained because financial
support for research and for community information
programs had not been supplied earlier.

The participation of many groups that represent special
interests was assisted by financial support that came,
in part, from the Inquiry itself and, in part, from the
Government of Canada. The Inquiry’s task was greatly
aided by the work of these organizations, which could
not have participated as they did without such financial
assistance. On the basis of our experience, we have no
reservation in asserting the importance to our Inquiry,
and to the inquiry process generally, of making funds
available to such groups to enable them to prepare
briefs and other submissions.

Despite the constraints of time and with the excellent
cooperation of the participants in the Inquiry, we were
able to gather a considerable amount of useful
information. During 22 days, we held formal hearings in
Whitehorse, at which experts testified and were
cross-examined. In addition, the Inquiry held 27 days of
informal hearings in Whitehorse, and in the 16 other
Yukon communities shown in Figure 1, each of which is
described in the community profiles that make up
Appendix B of this report. Of a total of 576 witnesses
who appeared before this Inquiry, 502 gave their
testimony at the community hearings. The briefs,
submissions, and exhibits filed, together with more
than 7,000 pages of testimony, will form part of the
permanent record of this Inquiry, a record that will be,
we trust, of considerable value to anyone whose work
is related in any way to the study of the social and
economic life of the Yukon today.
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The terms of reference of this Inquiry are set out in
Appendix A of this report. They authorized public
hearings only in the Yukon. However, during the course
of the Inquiry, we visited Alaska and the Mackenzie
Delta, and in both places we met informally with a
number of organizations and individuals.

Reference was made above to the decision-in-principle
that the Government of Canada proposes to take in
August 1977 with respect to the proposed natural gas
transportation system. The main options from among
which it must choose (so far as the choice lies with and
within Canada) are those illustrated in Figure 2.

The Alcan-Foothills project is depicted by the solid line
in Map A of Figure 2. The whole pipeline would
transport gas from the north coast of Alaska to the
lower United States. The portion of it that runs across
the southern Yukon, commonly referred to as the
Alaska Highway pipeline, has been the subject of this
Inquiry. The broken line on Map A represents another
possible pipeline, known as the Dempster lateral, which
would feed Canadian gas from the Mackenzie Delta
area into the main pipeline system for delivery to
Canadian markets. The Dempster lateral is discussed
in Chapter 9 of this report. Another future possibility
for moving Canadian gas from the Mackenzie Delta is
indicated by the broken line on Map B of Figure 2,
which shows Foothills’ proposed Maple Leaf line.

The Canadian Arctic Gas project is shown on Map C in
Figure 2. This pipeline would carry Alaskan gas across
the northern Yukon to the Mackenzie Delta area, and
from there the gas would move south along the
Mackenzie Valley. This route was the subject of the
Mackenzie Valley Pipeline Inquiry conducted by Mr.
Justice T. R. Berger, volume one of whose report was
published in May 1977.

Finally, the El Paso project is shown on Map D of
Figure 2. It is sometimes described as the all-American
route because it involves the transport of gas by
pipeline from north to south Alaska, moving it from
there, in liquified form, by tanker ships to California.
The El Paso route could be used if the Canadian
government decided not to approve any pipeline
through Canada at this time.

More details about these proposed pipeline routes,
together with a chronology of events related to them,
may be found in Chapter 3 of this report.

Should the main gas pipeline be constructed across
the southern Yukon, there are alternatives to the
Alaska Highway route, which is marked on Figure 3 by
the number 1. The route marked number 2 on that map
is the Klondike Highway route, which is the ‘*‘Dawson

diversion’’ preferred by the National Energy Board in
its recent report, Reasons for Decision Northern
Pipelines. Figure 3 also shows the Tintina Trench,
which has been put forward on several occasions as a
possible route, and was recommended to us for
consideration by a number of witnesses. No company
has yet applied to build a pipeline along either the
Klondike Highway or the Tintina Trench, although the
National Energy Board has conditioned its approval of
Foothills’ application upon the adoption of a route
along the Klondike Highway. These alternative routes
are considered in Chapter 4 of this report.

The fact that the Yukon Indian land claim remains
unresolved is of critical importance to the question of
constructing a pipeline anywhere through the Yukon.
The implications of this fact are examined in Chapter 8
of this report.

Some, perhaps many, Yukoners may be interested in
working on a pipeline during both its construction
phase and its operation and maintenance phase.
Chapter 5 of this report contains certain
recommendations designed to ensure that they have a
fair opportunity to do so.

Economic and social impacts of the pipeline proposal
are discussed, respectively, in Chapters 6 and 7.
Central to the recommendations that we have made to
minimize the undesirable consequences of the project
is the establishment of a single planning and regulatory
agency: this subject is developed in Chapter 10. Some
negative impacts of a pipeline are inescapable and,
taking account of this fact, we have made certain
recommendations in Chapter 11 concerning
compensation to Yukoners for the social and economic
dislocations they may experience.

With respect to further examination of this subject, we
hope that the record compiled through our hearings,
together with the research conducted by the Inquiry’s
staff and this report, will provide useful information to
others who are concerned with social and economic
issues in the Yukon, whether or not the government
approves construction of a pipeline here.

Quite apart from the information we have compiled,
and apart from whatever merit the Board’s
recommendations may be thought to have, we believe
that the process itself has served an important
function. Our hearings throughout the Yukon were well
attended, and the degree of participation was high.
Many Yukoners had obviously devoted a great deal of
time and thought to the preparation of their
submissions. The presentation of differing views, which
frequently involved deeply held convictions and values,
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took place in a spirit of good will and of a genuine
desire to gain and convey understanding.

The view had been expressed that public hearings of
this nature, precisely because they involve issues on
which there may be profound disagreement, are
potentially divisive. That was not our experience. On
the contrary, our impression was that the Inquiry, with
the opportunity that it provided to air different points of
view, frequently allowed those who attended or who
followed reports of the hearings to gain fresh insights
and a deeper understanding of why unanimity is not
possible on all issues. The informal hearings, in
particular, provided a forum at which all members of a
community might come together to discuss common
concerns in a way that does not often happen. The
contribution to mutual understanding effected by the

informal hearings was in itself, we believe, a worthwhile
achievement.

At the commencement of our hearings, the Board
stated that the short life of the Inquiry, together with its
crowded schedule, meant that the usefulness of what
might be accomplished depended to a large extent
upon the cooperation of the participants, and of
Yukoners generally, in giving a high priority to the work
of the Inquiry. We received that cooperation, and we
wish here to acknowledge it gratefully.

Finally, we should note that this Inquiry’s terms of
reference permit any member of the Board to submit a
minority report or a supplementary report. We have
particular pleasure in stating that none of us has
wished to take advantage of that provision. This report
presents our unanimous views.
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The Land

The Yukon takes its name from the great river that
dominates the geography of the territory. The Yukon
River flows on across the whole expanse of Alaska, but
its upper drainage branches throughout the interior
plateau of the southern Yukon, an area surrounded on
three sides by mountains. This plateau is slashed by
long valleys, separated by low mountains that are
always present above the horizon. The valleys and the
rivers that flow through them, are well defined
geographical units. North of the Yukon River drainage
and the Ogilvie Mountains are Eagle Plain, Bonnet
Plume Plain, and Crow Flats. The northern Yukon is
drained by the Porcupine River, which flows west to
join the Yukon River in Alaska, and the Peel River,
which flows east to join the Mackenzie in the
Northwest Territories. North of the British Mountains
lies a narrow slope that drains into the Beaufort Sea. A
small part of the southeastern Yukon drains into the
Liard River, which swings south through British
Columbia before joining the Mackenzie River at Fort
Simpson. In the southwestern Yukon the Alsek River
flows through Kluane National Park and into the
Pacific through British Columbia and the Alaska
Panhandle. Each river system flows out of the

Yukon into a neighbouring jurisdiction. Many of the
valleys, trenches and plateaus of the Yukon offer
natural corridors between Canada and the United
States.

Parts of the western Yukon were not disturbed by
Pleistocene glaciation. If the Dawson area had been
scoured by ice, the gold-bearing sediments of the
Klondike would have been carried away, and the gold
rush would never have happened.

Nowhere else in northern Canada is the fauna and flora
so diversified as in the Yukon, where 22 distinct
ecological regions have been defined. Because much of
the Yukon is still wilderness, it claims some of North
America’s largest populations of barren-ground
caribou, grizzly bears, Dall sheep, peregrine falcons,
and snow geese.

The Indian People

The Indian peoples of North America crossed from Asia
by a land bridge that once existed in the region of
Bering Strait. Most of these migrants probably
travelled through the Yukon toward the interior of the
continent. Archaeological research has found evidence
of Indian land use at Old Crow 30,000 years ago, at
Kluane Lake 10,000 years ago, and on the Pelly River
over 8,000 years ago.

Three distinct cultural groups became established in
the Yukon: the Inuit, the Athapaskans, and the Tlingit.
Figure 4 depicts the linguistic divisions in the region.
The Athapaskans are one of the most extensive
Indian-language groups in Canada, extending
traditionally from the Alaska border to Hudson’s Bay.
The northern Athapaskans were subsistence hunters
who traditionally lived in small bands or extended
family groups and spent most of the year on the move.
The Yukon Tlingit are an inland branch of a North
Pacific coastal group who live along the Alaska
Panhandle and in northwestern British Columbia.
Trading patterns were well-established among these
tribes before they had any contact with White traders.
The Kutchin of the northern Yukon exchanged copper
and other goods with the Inuit on the Arctic coast.
There was also a precontact tradition of the tribes on
the Pacific coast trading with the inland people. Certain
of these aboriginal trading patterns were re-inforced by
European contact.

The Fur Trade

The fur trade on the North Pacific coast initially
focussed on the sea otter. After the depletion of that
species, the coastal Tlingit began trading with interior
Indians for other furs, thereby initiating an energetic
expansion of a trade in which they were the prosperous
middlemen. The Tlingit traders were determined to
monopolize face-to-face dealings with the foreign
traders, and stories are still told of battles fought
between the Tlingit and some Athapaskan groups
who tried to establish direct relations with the traders
on the coast.

The fur trade entered the Yukon from two directions:
initially from the west with the Russians and other
traders along the coast and, secondly, and more
decisively, from the east with the Hudson’s Bay
Company. The Hudson’s Bay Company sent Robert
Campbell to find a large river, known by Indian reports
to flow westward. in-1842,-he-establishedFort Frances
the first Hudson’s Bay Company post in

the Yukon, and in 1848 he built Fort Selkirk

near the junction of the Pelly and Yukon rivers. Fort
Selkirk was captured and razed in 1852 by a party of
Chilkat Indians determined to protect their trading
monopoly.

About the same time, John Bell travelled from the
Mackenzie Delta to the Porcupine River and down it to
the Yukon River. In 1847, Alexander Murray
established Fort Yukon, a post that had to be moved
because its location was well to the west of the 14 1st
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meridian, which was established by treaty as the
Yukon-Alaska border. Only in 1851 did Campbell
discover the true course of the Yukon River. Before
that date, its upper and lower stretches had been
thought to belong to different rivers.

The fur trade in the Yukon, as in the rest of northern
Canada, changed the position of Indian groups. They
became integrated into an externally controlled
economy that supplied them with valuable new
technology in exchange for furs. While their
relationship to the land did not fundamentally change,
the independence of their economy was ended. The fur
trade became the basis of economic life for the
northern Indians, one which did not separate them
from their land but reinforced their reliance upon it.
The trappers had, by all accounts, a viable — even, at
times, a prosperous — economy that continued until the
1940s.

The Gold Rush

The Klondike gold rush is the best known event in
Yukon history. At its height, Dawson was the largest
Canadian city west of Winnipeg. Its glory was second
only to San Francisco’s.

The boom was sudden and suddenly over. Dawson had
had, for a short time, a population of almost 30,000,
more than the present population of the Yukon. The
Indian people were involved in the initial discovery and,
to some extent, in the life of Dawson, but the gold rush
and gold mining were extremely localized phenomena,
and had little impact on the Indian land-based
economy of the Yukon as a whole.

The trail of '98 came up from Skagway, following some
of the old Indian trading routes across the mountain
passes. The gold rush led to the construction of the
White Pass & Yukon Railway in 1900 from Skagway to
Whitehorse. From there, transportation followed a
water route down to Dawson.

By 1910, the gold rush population was gone. During the
period between 1910 and 1940, the Yukon, in
comparison with other parts of northern Canada, had
developed a comparatively good system of
communication and transportation, and had a relatively
large number of permanent, if small, settlements. There
was no great influx of residents from the south, nor
were the Indian people drawn more firmly into
dependence on industrial activity. The population was
more or less stable, and renewable resources were
prominent in the Yukon economy.

Highways and Pipelines

In the early 1940s, with a suddenness reminiscent of
the gold rush, construction began on the Alaska
Highway, the airstrips of the North West Staging Route,
the Canol Road, and the Canol Pipeline. These projects
were part of the war effort; there was no time for
lengthy debates or weighing of alternatives. Between
1942 and 1944, the Alaska Highway from Dawson
Creek, British Columbia, to Fairbanks, Alaska, a
distance of 1,532 miles, and an oil pipeline from
Norman Wells, on the Mackenzie River, to Whitehorse
and Fairbanks, were built by a large civilian and
military labour force from the United States.

Whitehorse was one of the main distribution centres of
manpower and materials, and its population rose
almost overnight from about 700 to 40,000. For a time,
the city was virtually a military camp, and one needed a
permit to enter or leave. At first, the right-of-way of the
highway was under military control, and only military
vehicles could use it. Once again, the Yukon had
experienced a massive, but temporary, invasion of
southerners.

During the period of construction, many Yukoners
modified their seasonal pattern of activity and
movement. Many trappers gave up their trap lines and
the network of cabins they had maintained to run these
lines, and they moved with their families to live in or
near the construction camps. A large part of the Yukon
population moved to new locations at crossroads and
highway intersections, such as Stewart Crossing,
Johnsons Crossing, and Haines Junction. The old
pattern of settlement had followed the principal
waterways of the region, for they had formerly been the
main arteries of transportation, but the new pattern of
settlement followed the easier and cheaper means of
transportation offered by all-weather roads.

The north-west south-east river transportation route
used during the gold rush now took second place to
aroughly east-west corridor through the southern
Yukon. The road had many effects. It opened the
Kluane region and, because of overhunting during the
construction period, the Kluane Game Sanctuary was
established in the 1940s. It established Whitehorse as
the site of an oil refinery and the focal point for several
pipelines (see Figure 5). Eventually, in 1953, it led to
the change of the capital city from Dawson to
Whitehorse, a victory of road over river transportation.
The Alaska Highway created new roadside settlements,
such as Beaver Creek, Haines Junction, and Watson
Lake. It resulted in the growth of Indian settiements at
Upper Liard, Teslin, and Burwash Landing. Today,
approximately 80 per cent of the Yukon population

13



14

lives along the Alaska Highway. Today every Yukon
settlement, with the exception of Old Crow, can be
reached by road.

The impact of the Alaska Highway's construction was
magnified for the Indian people because it coincided
with a drop-infur prices that undercut the land-based
economy throughout the Canadian north. Ms. Julie
Cruikshank, an anthropologist who testified before the
Inquiry, explained the significance of the coincidence.

In 1942, fur prices were lower than they had been for
many years. Many Native families who traded at posts
near the new highway route (Teslin, Champagne,
Burwash Landing) decided, for the first time, not to trap
that winter, but rather to remain at the post or go to
Whitehorse to seek employment related to highway
construction. After the highway was completed, many of
these people continued to live year round along the
highway where they were joined by other Natives. A
steady drift of Natives from all over the Yukon to the
margins of Whitehorse began with the building of the
highway and has continued ever since (E-82-18).

The migration of Indians toward the highway increased
these problems by concentrating the population, which
led to the overharvesting of areas near the highway. In
this way the highway directly contributed to a strain on
the renewable resource base.

In the years immediately following construction of the
highway, the federal government expanded social
welfare services provided in the Yukon. Because of the
Yukon’s accessibility, a far greater proportion of the
Yukon Indian population was provided with these
services than in the Northwest Territories or even in
the northern areas of the provinces.

Indian witnesses from the communities along the
Alaska Highway almost always described the highways
as having had an impact from which their communities
have not yet recovered. The events of that period
clearly brought changes to the Indian people of the
southern Yukon that were more fundamental and more
traumatic than any they had previously experienced. It
was, perhaps, comparable to the rush of agricultural
settlers into the southern prairies in the late 19th
century. It certainly has no parallel in other parts of the
Canadian north.

The events surrounding the construction of the
highway were of fundamental importance for all
Yukoners. They mark the beginning of a permanent
non-Indian majority in the Yukon population. The
transportation system of roads laid a groundwork for
future changes. The gold rush had come and gone and
had left little mark other than the city of Dawson. But

with the highway, the effects of change became
cumulative.

The Diversification of the Yukon Economy

The highway boom was followed by a relatively short
period of stagnation. In the early 1950s, the federal
government supported mining and the construction of
other roads in the territories, often sharing costs with
private firms. In 1957, the federal government
announced a special program for the Yukon under
which it would pay the full cost of certain roads and
assume 85 per cent of the cost of their maintenance. A
year later the policy was expanded to other northern
areas through a program called ‘‘Roads to Resources”.
The promise of mining developments seemed to come
true in the 1960s, but only with substantial government
aid. By 1967-68, the Clinton Creek mine, northwest of
Dawson, had opened with $4 million in government
assistance. The government paid one-third of the cost
of bringing the Cyprus Anvil mine near Faro into
production in 1969, an operation that now constitutes
40 per cent of the Yukon economy.

The Yukon economy today remains heavily dependent
upon extractive industries. Both the federal and
territorial governments play a pervasive role in the
economy. The communication and transportation
systems are far superior to those of other areas of
northern Canada. The population is more stable, and
the economy is more diversified.

The Unresolved Issues

The Indian Economy

With the decline in fur prices and the movement of
Indians toward highway settlements, the older Indian
economy was undercut. The Yukon economy today has
not provided steady wage employment to all Yukoners,
and a common view is that the Indian communities, in
particular, suffer from the current slack in the
economy. It appears that a pattern of casual or
part-time wage employment, combined with seasonal
or occasional hunting and trapping, has developed, a
pattern not fully understood by most observers. We will
return to this subject in Chapter 7.

There are basic questions to be resolved about the
allocation of resources among Yukoners. Mr. Johnnie
Johns, a famous Indian guide who was born in Tagish
in 1898, summarized the background to the issues that
face Yukon society today.



At one time, Tagish was a big Indian settlement. Before
the highway Indians camped on both sides of those
narrows and it was generally known as Indian land. After
the road, the Territorial Government gradually took that
land away from the Natives so that now Indian Affairs
owns only one lot, where my sister lives. Six miles from
Tagish at Little Atlin Lake used to be a community
trapline for people from Tagish and Carcross. In
1950-51, the government made that an individual
trapline and gave it to Patsy Henderson, a well known
Indian man. When he died, his wife passed it on to a
grandson who sold it. So Indians lost all that land.

I had corrals right next to that where the government has
now built a tourist campground. First, the Army burned
my corrals for wood, so | rebuilt them further back and
they burned them too. Finally, the Territorial Government
took the land and made it into a campground. All the
Indian land around there went in the same way after the
road came through. The Territorial Government took it
all and leased it. In those days Indians were treated like
dirt.

That was one reason | became enfranchised — gave up
my Indian status — so my kids could go to better schools,
so | could run my business, so | could be treated like a
human being.

It's hard to describe how the highway really changed
things. Let me put it this way. | remember one time in
1917 | went to visit my brother-in-law’s parents for the
first time. That was in the Teslin country. They were
camped near Teslin Lake and they hadn’t been to town
for six months. They were a proud people. They told me
not to use my dog food, that | needed it and | should use
theirs. They had canned fruit, etc. set aside for special
occasions, and they brought that out. if my moccasins
looked old, I'd find a new pair waiting for me in the
morning. | was a guest. All Indians were proud in those
days.

Now that’s all gone. Some of the old people are still that *

way, but not the younger people. All that began to
change with the highway (MVPI 151-23145).

Before construction of the Alaska Highway, little of the
Yukon land had been taken over by non-Indians. With
the expansion of the non-Indian population, which
began in the 1940s, lands that the Indians had always
used began to be lost to them. A transfer of resources
was taking place, but one, apparently, that the legal
and political systems established in the Yukon did not
recognize as a transfer. This change was taking place
during a time when the Indian people and their
economy had received a severe blow with the fall in fur
prices. Even the work of supplying wood for fuel to the
paddlewheelers had ended with the construction of the
Klondike Highway in the 1950s. These events
established, perhaps for the first time, contradictory
views of the future of development in the Yukon.
Grafton Njootli, Vice-Chairman of the Council for
Yukon Indians, stated in his evidence:

What non-Native Yukoners see as progress, we see as
destruction of our values and our way of life (4-547-48).

Other witnesses, such as Mr. Ken McKinnon, an
elected member of the legislative assembly and
responsible in the Executive Committee for local
government, were anxious that the pipeline issue
should not polarize Yukon society on racial lines.

There is a clear tendency toward such a polarization,
and it has roots in the economic history of this region.
For this reason, a just settlement of the Yukon Indian
land claim, which we discuss in Chapter 8, is of great
importance for present and future development in the
Yukon.

Responsible Government in the Yukon

The Yukon was created as a separate territory in 1898.
The first wholly elected territorial council was
established in 1908. As the population of the Yukon
declined following the goid rush the territorial council
was reduced in size, but it continued to meet in the
Yukon. In contrast, the Northwest Territories at that
time had a wholly appointed council, which met in
Ottawa. Only in 1951 were three of the eight members
of the Northwest Territories Council elected, and they
did not have a wholly elected assembly until 1975.

The present number of elected representatives in the
Yukon legislative assembly is being increased from 12
to 16, and electoral boundaries are being redrawn in
part, with a view to increasing the opportunities of
Indians to elect representatives of their own. In the long
history of elected assemblies in the Yukon, no Indian
has ever been elected.

Aside from the failure to involve the Indian people in
the government, however, the White population of
Yukon has demonstrated through more than 50 years
of experience that they can, and do, run local
government effectively. Their municipal governments,
as well as the Government of Yukon, are comparable in
most respects to the corresponding institutions found
in the provinces. In recent years, Yukoners have
received recognition of their capacity for
self-government, particularly in the involvement of
some members of the legislative assembly in executive
government through the establishment of a type of
cabinet system. The jurisdiction of the Government of
Yukon also continues to expand slowly toward the
objective of parity with provinces. With the anticipated
emergence of party politics in the near future, many
expect that the evolution of responsible government in
Yukon will continue.

Wholly responsible government has been the objective
of the Yukon legislative assembly for about 20 years.
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FIGURE 5
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The limitations on the authority and power of the
legislative assembly restrict its effectiveness in
self-government. One significant example is that the
resources of the Yukon remain the property of the
Crown in right of Canada, and only the federal
government can legislate on these matters. In other
parts of Canada, the provincial governments are
responsible for land management.

The federal government, in fact, wields a great deal of
power through all of its programs, but primarily
through those of the Department of Indian Affairs and
Northern Development. Besides managing resource
development, this department of the federal
government approves the Yukon budget before the
legislative assembly finalizes it; the Yukon Forest
Service and Northern Canada Power Commission are
both supervised from Ottawa. Other federal
departments that assume responsibility usually held by
provincial governments are the departments of
National Health and Welfare, Justice, and Public
Works. The Advisory Committee on Northern
Development, which represents all federal departments
with activities north of the 60th parallel, coordinates all
of these northern activities from Ottawa, sometimes
with less than complete success. The Yukon’'s
participation in the decision-making process is,
therefore, often less than what many Yukoners would
consider effective. As one former commissioner said:
“You can’t drive a team of horses with reins 3,000
miles long.”

Yukoners look forward to the time when control over
the land and natural resources of the Yukon will be
transferred to the Government of Yukon. It is now clear
that these twin goals — responsible government and

local control of resources — cannot be achieved without
the resolution of the Indian land claim, for the claim
seeks more than simply a share in resources. It seeks,
as well, meaningful Indian self-determination within a
single territorial government system.

The Distinctiveness of the Yukon

The geography of this region sets it apart from the
Northwest Territories. The transportation and
communication systems have long been superior to
those in any other part of the Canadian north.
Demographically, the Yukon is unique. Like Canada as
a whole, the small Yukon population is urbanized and
heavily concentrated in the southernpartofthe territory.
Unlike the Northwest Territories and the prairies, there
is no Metis population here. Unlike most of the north,
there has been a pattern of intermarriage which,
because of the definition of “Indian’’ in the Indian Act,
has produced a large population of non-status Indians,
perhaps equal in number to the population of the
status Indians. The relations between status and
non-status Indians seem markedly better here than in
any other part of the Canadian west or north. The two
groups are united in negotiating their land claim with
the federal and territorial governments.

Yukoners are very conscious that many southern
Canadians tend to look upon the north as a vast
homogeneous land. But northern development and
serious planning can be based only on a recognition of
the uniqueness of the Yukon and an appreciation of the
character of this region of Canada. Many of the
northern stereotypes simply do not apply here, as we
hope this report will show.
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To understand both the genesis of this Inquiry and the
decisions the Government of Canada must take with
respect to this pipeline and other northern gas
pipelines, it is helpful first to consider their historical
context. The relevant chain of events spans a decade,
a decade that has seen the birth and, in some cases,
the death of a variety of proposals to bring northern
natural gas to market.

Central to the task of this Inquiry is the proposal by a
group of companies, led by Foothills Pipe Lines Ltd., to
build a pipeline from Alaska to the continental United
States across the southern Yukon. The social and
economic impacts of this proposal on the Yukon will be
a crucial factor in the government’s decision on
whether or not it may be built in the near future. Any
analysis of these impacts demands an appreciation of
the magnitude and dimensions of the proposed
pipeline project, and to these aspects of it we shall turn
in a moment.

First, however, let us review the chronology of events
that has led to the proposal with which the government
is now faced.

1968 Atlantic Richfield strikes oil and gas at Prudhoe Bay
on the North Slope of Alaska. The fields are said to
be the largest in North America and among the ten
largest in the world.

1969 The Northwest Project Study Group, composed of
TransCanada PipeLines Ltd. and several major
American petroleum companies, commences
intensive research and feasibility studies, which focus
on the construction and operation of a
large-diameter gas pipeline from Prudhoe Bay via the
Mackenzie Delta to markets in the midwestern
United States and eastern Canada.

1969 The Alberta Gas Trunk Line Company Ltd. (AGTL)
initiates the formation of the Gas Arctic Systems
Study Group. Gas Arctic's function is to consider the
construction of a gas pipeline from Prudhoe Bay to
the midwestern United States through the Yukon, the
Northwest Territories and Alberta.

1969 In response to the Prudhoe Bay discovery, a
consortium, Mountain Pacific Pipeline Ltd., is formed
to consider the construction of a gas pipeline from
Alaska to the midcontinent through the southern
Yukon and British Columbia. Westcoast
Transmission Company Ltd., later a member of the
Foothills group, is part of this consortium. After a few
years, because of the lack of financial backing, this
consortium becomes inactive.

1970 Imperial Oil Ltd. strikes oil and gas at Atkinson point
in the Mackenzie Delta.

1970 Each of the two competing consortiums, Northwest
Project Study Group and Gas Arctic Systems Study
Group, focuses on bringing American gas from
Prudhoe Bay and Canadian gas from the Mackenzie

1970

1972

1972

1972

1974

1974

Delta to southern markets in the United States and
Canada.

In August, the Minister of Indian Affairs and Northern
Development and the Minister of Energy, Mines and
Resources jointly announce guidelines for the
building of northern pipelines. These guidelines
establish requirements related to environmental
protection, pollution control, Canadian ownership
and participation, and the training and employment
of northern residents.

In March, the' Government of Canada states its
objectives, priorities, and strategies for the Canadian
north in the 1970s in the following terms: “The needs
of the people in the North are more important than
resource development and . . . the maintenance of
ecological balance is essential.”

In June, the Government of Canada provides further
direction to companies engaged in research and
planning for northern pipelines. These expanded
guidelines describe the corridors along which
pipelines may be built and address their
environmental and social implications.

On June 1, the Northwest Project Study Group and
the Gas Arctic Systems Study Group amalgamate to
form the Canadian Arctic Gas Study Ltd. (CAGSL). It
proposes to build a gas pipeline from Prudhoe Bay
across the northern Yukon to the Mackenzie Delta,
then south along the Mackenzie Valley and across
Alberta to the continental United States. CAGSL is
responsible for the Canadian portion of this
proposal. A sister company, Alaska Arctic Gas Study
Ltd., is responsible for the Alaskan segment.
Together they form the Arctic Gas Project.

On March 21, CAGSL files applications with the
National Energy Board and the Minister of Indian
Affairs and Northern Development to seek approval
for the Canadian segment of this proposal. On the
same day, its sister company files an application for
the Alaskan segment with the Federal Power
Commission in the United States. The project is
intended to carry American and Canadian gas to
consumers in both nations.

On March 21, the Government of Canada appoints
Mr. Justice T. R. Berger

...toinquire into and report upon the terms and
conditions that should be imposed in respect of any
right-of-way that might be granted across Crown
lands for the purposes of the proposed Mackenzie
Valley pipeline having regard to:

(a) the social, environmental and economic impact
regionally, of the construction, operation and
subsequent abandonment of the proposed pipeline
in the Yukon and the Northwest Territories, and

(b) any proposals to meet the specific environmental

and social concerns set out in the Expanded

Guidelines for Northern Pipelines as tabled in the

House of Commons of June 28, 1972 by the Minister

[of Indian Affairs and Northern Development]. 21



22

1974

1974

1975

1975

1975

1976

1976

1977

1977

In September, AGTL withdraws from the Canadian
Arctic Gas consortium to join with Westcoast
Transmission Company to form Foothills Pipe Lines
Ltd. to advance the Maple Leaf Project, a proposal
for an all-Canadian gas pipeline from the Mackenzie
Delta along the Mackenzie Valley to Alberta. No
provision is made to join this line with the Alaskan
gas fields.

On September 24, El Paso Alaska Company files an
application with the Federal Power Commission in
the United States to operate a trans-Alaskan gas
pipeline and then to carry liquid gas from Point
Gravina, on the south coast of Alaska, by tanker to
southern California. The gas would then move
through conventional pipelines into the
mid-continent.

In March, Foothilis Pipe Lines Ltd. files an application
for the Maple Leaf Project with the National Energy
Board and the Minister of Indian Affairs and Northern
Development.

Public hearings on the Arctic Gas project and the El
Paso Alaska project begin in Washington, D.C., on
May 5 before Administrative Law Judge Nahum Litt
of the Federal Power Commission.

On July 4, the Minister of Indian Affairs and Northern
Development asks Mr. Justice Berger to examine
those aspects of the Maple Leaf Project that differ
from the Arctic Gas Project.

On May 5, Foothills Pipe Lines Ltd., AGTL,
Westcoast Transmission Company, and Northwest
Pipeline Corporation agree to sponsor a pipeline
system to transport Alaskan gas to American
markets via an overland route across Canada. This
proposal calls for a 42-inch-diameter pipeline
running from Prudhoe Bay south to Fairbanks,
Alaska, then along the Alaska Highway through the
southern Yukon and northern British Columbia, and
south through Alberta to the 49th parallel. This
project becomes known as the Alcan Project.

On August 31, applications are filed with the National
Energy Board and the Minister of Indian Affairs and
Northern Development to construct the Canadian
segment of the Alcan Project. A corresponding
application is made to the Federal Power
Commission in the United States to build the
American segment.

On January 28, Canada and the United States sign a
Transit Pipeline Treaty to confirm a policy of
non-interference with and non-discrimination for
pipelines carrying petroleum products across one
another’s territory. This treaty will become effective
only upon ratification by the governments of both
nations.

On February 1, after 253 days of hearings, Judge Litt
of the United States Federal Power Commission
issues an initial decision recommending approval of
the Arctic Gas Project. He does not give full approval
to the El Paso Alaska Project, and he rejects the
Alcan Project as uneconomic.

1977

1977

1977

1977

1977

On February 28, the Alcan Project is redesigned to
provide a 48-inch diameter express gas pipeline to
carry Alaskan gas across Canada to the continental
United States. The route, at least down to the 60th
parallel, is to be the same as that of its 42-inch
predecessor. The sponsoring consortium files
applications for the revised project with the National
Energy Board, the Minister of Indian Affairs and
Northern Development, and the Federal Power
Commission of the United States.

On April 19, the Alaska Highway Pipeline Inquiry is
established by the Minister of Indian Affairs and
Northern Development to examine certain aspects of
the revised Alcan Project and to submit its report by
August 1. The Inquiry’s terms of reference require it
to identify the principal social and economic
implications of the Alcan Project, possible
deficiencies in its application, and possible action
that might be taken to meet major concerns that are
identified, and to correct any major deficiencies in its
application. The Inquiry is also required to report on
the attitude to the project of the inhabitants of the
region it would affect.

The Minister states that, if the Alcan Project is
approved in principle, the Government of Canada
will establish another inquiry to produce a final
socio-economic impact statement on which the
terms and conditions for the construction and
operation of the pipeline will be based.

The Minister of Fisheries and the Environment
establishes a separate group, the Environmental
Assessment Review Panel, to assess the
environmental impact of the Alcan Project.

The Minister also states that the Government of
Canada expects to make a decision-in-principle on
northern pipelines in August 1977.

On May 2, the United States Federal Power
Commission reports unanimously in favour of an
overland route through Canada to bring Alaskan gas
to market. The El Paso Alaska Project is not
favoured, but it is not entirely rejected. In preferring
an overland route, the four members of the
Commission are divided equally between the Alcan
Project and the Arctic Gas Project.

On May 9, volume one of Mr. Justice Berger’s report
is tabled in the House of Commons by the Minister of
Indian Affairs and Northern Development. It
recommends a ten-year moratorium on the building
of any pipeline in the Mackenzie Valley, a permanent
moratorium on all pipelines across the northern
Yukon, and it suggests that there may be fewer
environmental difficulties with the Alcan Project.

On July 4, the National Energy Board recommends
approval of the Alcan Project. However, the board
suggests a major change in the route of the project
to move it away from the northern part of the Alaska
Highway corridor. The board recommends a route
across the Yukon to Dawson, south along the
Klondike Highway to Whitehorse, then into British



Columbia along the Alaska Highway. This
recommendation would make the route compatible
with the early construction of a pipeline along the
Dempster Highway to connect the Canadian gas
reserves in the Mackenzie Delta with the Alcan
pipeline. At the same time, the National Energy
Board rejects both the Arctic Gas Project and the
Maple Leaf Project.

1977 On August 1, the Alaska Highway Pipeline Inquiry
submits its report to the Minister of Indian Affairs
and Northern Development.

The Government of Canada has indicated that it will
communicate its decision on northern pipelines to
the President of the United States by September 1,
1977. The President will then choose between the
project (if any) that Canada is prepared to permit
and the El Paso Project.

The Proposal

Let us now turn to the Alcan Project itself, first in
general terms, then, in keeping with our mandate, in
terms that are specific to the Yukon. The proposal to
carry natural gas by pipeline from Prudhoe Bay to the
continental United States is advanced in Canada by a
group of companies that includes Foothills Pipe Lines
(Yukon), a wholly owned subsidiary of Foothills Pipe
Lines, and the two owner companies of Foothills Pipe
Lines, Westcoast Transmission and Alberta Gas Trunk
Line. Northwest Pipeline Corporation, through its
wholly owned subsidiary, Alcan Pipeline, proposes to
build the Alaskan segment of the pipeline. The
proposed gas pipeline would follow the trans-Alaskan
oil pipeline south from Prudhoe Bay to Fairbanks. It
would then swing southeast, following generally the
Alaska Highway across the Canadian border and
through the southern Yukon into northern British
Columbia. It would then move across British Columbia,
through Alberta, dividing, before reaching the United
States, to pass through southeastern British Columbia
and southwestern Saskatchewan. From Prudhoe Bay
to the 49th parallel, this route covers 2,753.7 miles.

The proposal, as designed, represents the largest
mainline transmission system for natural gas on the
North American continent. The 48-inch diameter pipe is
larger than any other in Canada or the United States.
At its designed optimum operating pressure of 1,260
psi, the pipeline would carry 2.4 billion cubic feet of gas
per day, an amount that is substantially more than half
of Canada’s current natural gas consumption per day.
With the reserves now proved at Prudhoe Bay, the
pipeline can be used at this level of operation for at
least 25 years. Further discoveries of gas could prolong
its life. Present estimates of the cost of the proposed

pipeline are approximately $7.3 billion. Even without
cost overruns, which many critics say will be
substantial, this sum far exceeds the cost of any
existing gas pipeline.

The proposed pipeline will be buried throughout its
length, rising above ground only at the compressor
stations and metering stations. Because of permafrost,
the gas in the pipeline will be chilled between Prudhoe
Bay and a point about 50 miles inside the
Alaska-Yukon border. This technique, relatively untried
for large-diameter high-pressure gas pipelines, is
considered necessary to maintain the stability of the
frozen ground through which the pipeline will pass.

By any measure, this proposal represents a major
undertaking. The proposed pipeline would be longer
and larger than any existing gas pipeline in North
America, and it would be far more expensive. It has
novel features that carry certain risks, for many
aspects of its proposed construction are without
precedent. If problems in its construction should arise,
the standard solution to them, suggested by those
advancing the proposal, appears to be additional
manpower. This possibility must, of course, be
considered in evaluating the potential impact of the
project.

In attempting to analyze the impact of the Alcan
Project in the Yukon, its Yukon dimensions must be
considered in more detail. The proposed route through
the Yukon covers 513 miles and would cost $1.3 billion.
It would cross the Canadian border at Beaver Creek,
run southeast across the Yukon, and enter British
Columbia southeast of Watson Lake. The pipeline’s
120-foot-wide right-of-way will follow approximately
the route of the Alaska Highway so that the road can
provide access both for its construction and operation.

Scheduling

Foothills Pipe Lines (Yukon), which would build the
Yukon segment of the project, has provided the Inquiry
with a proposed schedule for its preconstruction and
construction activities. Its application to the National
Energy Board and the Minister of Indian Affairs and
Northern Development indicates that work would begin
in the last quarter of 1977 and continue through
October 1981, when gas is scheduled to flow through
the pipeline. Any assessment of the impact of this
phase of the project demands an understanding of the
schedule that the Applicant has advanced. At the same
time, it must be remembered that considerable doubt
was expressed to the Inquiry about the Applicant’s
ability to adhere to its proposed schedule.
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The first 20 months of the proposed schedule, from
October 1977 to the end of May 1979, are taken up
largely with preconstruction activities, which involve
neither excessive labour nor large quantities of capital
equipment. Detailed planning and designing of the
project will be accomplished during this period. These
activities include final surveys of the route, the location
and preparation of gravel pits, the surveying of access
roads, and the clearing and grading of the right-of-way.
All of these activities, particularly the planning and
design work, take time. Indeed, Mr. Blair, the President
of Foothills, said in evidence that he thought this part
of the proposed schedule was very optimistic and that
any attempt to follow the schedule would introduce
excessive costs and inefficiencies owing to incomplete
planning. He suggested that it would be appropriate to
add twelve months to the preconstruction schedule, so
that these activities would run to the end of May 1980
(46-6359-60). The National Energy Board, in its decision
on nothern pipelines also concluded that the delay in
this part of the schedule would likely be at least one
year (4-186).

The second part of the proposed schedule focuses on
construction of the pipeline, which will have been
preceded by a substantial build-up of activity. This is,
of course, by far the most intensive part of the
schedule, and the part that will cause the major
impact. Construction is proposed to run over 22
months. While the application calls for construction to
begin in June 1979, the Applicant now says it would
prefer to commence later, to accommodate the
necessary planning, and that June 1980 would be an
acceptable date. This change would make November 1,
1982 the date of first operation of the pipeline.

In addition, Mr. Blair indicated that the Alaskan
segment of the project would not be completed in any
event until six months after the Yukon segment. Hence,
even if construction in the Yukon did not commence
before January 1981, the date of first operation could
be held at November 1, 1982 (46-6361).

The route through the Yukon will be divided into seven
sections, from Section 1in the northwest to Section 7
in the southeast. For geotechnical reasons, the three
northwestern sections will be built during the winter
construction season, which runs from January through
March. The other four sections will be built during the
summer construction season, from the beginning of
June to the end of November. In any particular
construction season, the Applicant proposes to have in
the field two spreads, each consisting of about 800
men and equipment. Each spread will be responsible
for one section of the line. For example, the first
construction season is proposed in the application for

the summer of 1979. During that season, the company
proposes to complete two sections of line, Section 4 in
the Haines Junction area and Section 6 in the Teslin
area. In the winter season of 1980, the company
proposes to complete Section 2 in the Koidern region
and Section 3 around Burwash Landing. The summer
season of 1980 would see the completion of Section 5,
which is centred on Whitehorse, and Section 7 in the
Watson Lake area. Finally, Section 1 at the
northwestern end of the line would be completed
during the winter construction season of 1981.

The intensity of activity during these seasons of
pipeline construction reflects the size of the project.
Huge ditching machines attack the cleared and graded
right-of-way to provide the trench in which the pipe is
laid. Lengths of pipe strung beside the ditch are then
lined up and welded. The bottom of the ditch must be
contoured, and the pipe bent to provide a match
between ditch and pipe. The pipe is X-rayed, insulated,
wrapped and lowered into the ditch, which is then
filled.

The construction phase will obviously be both labour
intensive and capital intensive. In fact, although the
Applicant’s estimates of manpower requirements are
relatively limited throughout the preconstruction
stages, during the first summer of construction the
company estimates that some 2,100 workers will be
required, and the proposed requirements for
manpower will peak in the second summer with about
2,300 workers. The two winter construction seasons
call for about 2,000 and 1,000 workers, respectively.

Even without questioning the Applicant’s schedule of
construction and its requirements for manpower, it is
clear that such an ambitious project will bring many
hundreds or even thousands of newcomers to the
Yukon. These newcomers or in-migrants will have a
considerable impact on the region. We shall return to
this subject in Chapter 6.

Other aspects of the construction phase underline the
dimensions of the project. For example, more than
one-half million tons of diverse materials will be
needed, including 371,538 tons of pipe alone. Roughly
407,000 tons of equipment, supplies, and materials
(including pipe) will move from Haines, Alaska, along
the highway to Haines Junction, and from Skagway,
Alaska, along the White Pass & Yukon Railway to
Whitehorse. Most of the rest of the tonnage will be
moved by truck along the Alaska Highway from British
Columbia. The implications for the existing
transportation systems in the Yukon are obvious.

Finally, it is worth noting that, although the Yukon
segment of the Alcan Project would be a major



construction operation by itself, construction will also
be going on simultaneously to complete the segments
through Alaska and British Columbia. We shall refer
again to these aspects of the subject.

Operations phase

On completion of construction, the lines will be tested
and made operational by October 1, 1981, or, as Mr.
Blair is now suggesting, by November 1, 1982. From
that date, the effects of the pipeline in the Yukon will be
of a different character. Perhaps the most graphic
measure of this difference will be in the manpower
requirements of the operation and maintenance phase
(as contrasted with the construction phase). Foothills
Pipe Lines (Yukon) proposes to employ about 200
persons in the Yukon during the operating life of the
pipeline. Of this number, 22 should be located at each
of the four service centres along the proposed route:
Beaver Creek, Haines Junction, Teslin, and Watson
Lake. In addition, twelve employees living at Watson
Lake would be responsible for the pipeline in northern
British Columbia. The rest of Foothills’ employees
would work at the operation’s head office in
Whitehorse.

This work force will be responsible for the operation
and maintenance of 513 miles of pipe and six
compressor stations in the Yukon. Each compressor
station will initially power the line with gas turbines, but
these stations may be constructed so they can later be
converted to electricity, should hydroelectric power
become available in the Yukon for that purpose. This
potential for electrification is of much interest to
Yukoners, and it is given more attention elsewhere in
this report.

Lastly, we have concluded that any prediction of this
project’s impact on a site-specific basis must be
made with caution. Evidence before us has clearly
indicated the likelihood that there will be routing
changes on a site-specific basis as particular problems
or local concerns are revealed. For this reason alone, it
seems unlikely that the exact route described in the
application for this project will be followed. Even
should the Government of Canada approve the project,
the pipeline will, in the nature of things, probably be
built along a somewhat different route. This probability
is enhanced by the fact that there are several other
possible routes across the southern Yukon. The
pipeline could be routed from the Alaskan border,
through Dawson, then south along the Klondike

Highway to Whitehorse, and into British Columbia
along the Alaska Highway. Alternatively, the route
could, on leaving Dawson, follow the geological
formation known as the Tintina Trench to the border of
British Columbia (see Figure 3). These alternatives were
not part of the application for this project, nor has
Foothills provided the Inquiry with information, such as
possible route locations or construction schedules, for
them. However, from the beginning, and at the request
of participants before us, we decided to hear evidence
about these other possibilities. We shall return later to
certain conclusions based on this further evidence.

Another route that did not figure in the application for
this project is one that might follow the Dempster
Highway, from its junction with the Klondike Highway
near Dawson, to the Mackenzie Delta. Although the
Alcan Project did not include this so-called Dempster
lateral in its proposal, here, too, we were requested to
receive information about such a possibility, and we
decided to do so. We shall return also to the
conclusions drawn from that information.

Other Developments

In addition to the project itself and these other possible
pipeline routes, many people spoke to us about
additional major developments that may come to the
Yukon—the paving of the Alaska Highway, mining
projects, large-scale hydroelectric projects, an oil
pipeline, and so on.

For some there was real concern that a gas pipeline
would inevitably bring these activities in its wake, for
others there was the strong hope that it would not. The
shared assumption here is that the proposed pipeline
will trigger such projects. If this assumption is sound,
then a proper assessment of the impact of the pipeline
project would probably have to take account of these
consequential developments and their effects on the
Yukon. However, if the linkages are tenuous or
non-existent between this project and other
development proposals, a more cautious approach .
focussing on the project itself, is called for.

To us, the latter course seems more appropriate for the
Yukon. It may perhaps be useful to remind ourselves
that the Yukon has in the past seen a number of
diiferent major developments without experiencing in
each case a sustained series of developments as a
result. The ‘“boom-and-bust”’ syndrome is stark
evidence of this fact of Yukon history.
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In addition, as we shall see in a moment, an
examination of the major projects predicted by some
does not immediately reveal the way in which they
would be rendered any more likely by the building of a
pipeline. Hence, for better or worse, the proposed
pipeline ought not to be regarded as the guarantor of
future large-scale developments in the Yukon.

Moreover, it is desirable to underline that any
proposals for such developments will very likely
undergo much the same kind of scrutiny as the
proposal for a pipeline. In this way a discrete analysis
of each proposal is possible—assessing the impacts of
each, indeed the acceptability of each—thereby
permitting Yukoners an integral part in setting the
future course for their territory. Nonetheless, because
so0 much was said of these projects during the
hearings, their significance to Yukoners warrants a
brief examination of each of them.

Paving the Alaska Highway

The paving of the Haines Road and the Alaska Highway
north of Haines Junction is now scheduled to begin in
the summer of 1978. This paving project, which has
been in the planning process for some time, would run
over the next ten years. Its aim is to increase the ease
of road access to Alaska. Although this project and the
pipeline project are not dependent upon one another,
their uncoordinated coincidence would probably cause
unnecessarily severe strain on tourist traffic and local
employment forces. It is apparent therefore that
coordination of the two projects is essential.

Hydroelectric Development

It was frequently said to us that major hydroelectric
development lies in the immediate future of the Yukon.
No doubt this possibility may be true, if one has regard
to the potential offered by the great rivers of the
Yukon. There is also no doubt that such development
could be a matter of controversy.

However, we were not made aware of any hydroelectric
development that is being planned to service the
proposed pipeline. Although the Applicant has
indicated that its construction plans will permit the use
of hydroelectricity to power the line, we have real
reservations, expressed later in more detail, about the
likelihood of this use coming to pass, even if the power
is available. If such development does occur in the
future, it simply cannot now be said to be a probable
consequence of the pipeline.

Mining Development

We were also told on a number of occasions about the
great potential for the development of the untapped
mineral resources of the Yukon. In the main, these
possibilities appear predicated on the availability of
large quantities of hydroelectricity and therefore on
large-scale hydroelectric development. This, of course,
would be independent of any gas pipeline. Some
persons who spoke to us, however, were of the view
that such development might be expedited by Foothills’
proposal, because natural gas could be used as a
cheap source of power. In this connection, however, it
must be remembered that Foothills proposes to limit
the supply of natural gas in the Yukon to residential
and commercial users, industrial use is outside their
present plan. Foothills has indicated that, before
natural gas would be made available for industrial use,
not only the economics of the situation but also the
availability of the gas supply would have to be
analysed. In these circumstances, it seems difficult to
anticipate any substantial mineral development as a
result of the proposed pipeline.

An Oil Pipeline

Another possibility cited to us was that, once a gas
pipeline was in place, an oil pipeline would be likely to
follow it, using the same overland route from Alaska to
mid-continent. It may be that, if a decision is taken to
build an oil pipeline overland, the same route will be
followed. Government policy as enunciated in
Expanded Guidelines for Northern Pipelines (1972)
would clearly encourage this. Nevertheless, it is not
easy to see how the decision to build an oil pipeline
overland would be encouraged by the pre-existence of
the gas pipeline. Indeed, the information given to us
suggests that any decision concerning a possible oil
pipeline across the Yukon is at least ten years away.

Looping

Looping occurs when it is found necessary to increase
the capacity of a pipeline system. It is accomplished by
laying a second transmission line beside the first. This
addition is made over time, in segments or loops, from
one compressor station to the next, until uitimately the
entire line is twinned. Foothills readily acknowledges
that, if its proposal is approved, the pipeline will
probably be looped. At present, however, the timing of



such looping is indefinite, and any impacts of such
looping must remain conjectural. Moreover, it must be
remembered that, if looping is suggested, a careful
review of any such proposal should be available to
ensure its desirability and to minimize any of its
adverse impacts.

To conclude, the relations between the proposed gas
pipeline and any future major developments in the
territory are tenuous at best. We must, therefore,
return to the point at which we began and focus our
attention on the proposal itself and on its meaning for
the Yukon and its people.
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In this chapter we briefly describe the alternatives to
the Alaska Highway route — routes along the Klondike
Highway and the Tintina Trench - for a pipeline that
would transport Alaskan gas across the Yukon.

The Alaska Highway, the Klondike Highway, and the
Tintina Trench routes are shown schematically on the

left-hand side of Figure 6 and in more detail in Figure 3.

The right-hand side of Figure 6 shows each of the three
possible routes with a connection to the Mackenzie
Delta—Beaufort Sea region. This connection, known as
the Dempster lateral, is discussed separately in
Chapter 9.

At present it appears that any one of the six
possibilities represented in Figure 6 could be realized.
The Alaska Highway route, Map 1 in Figure 6, is the
route along which Foothills has proposed to build a
pipeline and the subject of this Inquiry. The Kiondike
highway route, Map 3 of Figure 6, shows the route
recommended by the National Energy Board in its
report of July 4, 1977. The Tintina Trench route, Map 5
of Figure 6, has not been the subject of an application,
but it has been studied previously and it was
recommended to this Inquiry by a number of Yukoners.

We suggest in Chapter 9 that a Maple Leaf line, which
would move gas from the Mackenzie Delta southwards
along the Mackenzie Valley, should remain a possibility
for the future. The construction of the Dempster lateral,
as shown on Maps 2, 4, and 6 of Figure 6, is not a
foregone conclusion, even if one of the three main
pipeline possibilities is approved. The selection of a
route north to Dawson, along either the Klondike
Highway or the Tintina Trench, should not dictate the
construction of the Dempster lateral in preference to a
pipeline along the Mackenzie Valiey.

Each of the three main pipeline routes through the
southern Yukon must be examined, and one may be
selected. If the Dempster lateral is chosen in
preference to a route along the Mackenzie Valley to
transport Canadian gas, it could feasibly connect to
any one of the three main routes under consideration.

Pipelines in Established Corridors:
Rebirth of an Old Idea

Pipelines do not need to be built near existing roads,
as we can see by comparing pipeline routes and
highways in northern Alberta and British Columbia.

However, there are obvious economic and logistical
advantages if there is a road nearby to use during
pipeline construction. This is one reason why those
who first considered the transport of Alaskan gas
across the Yukon considered pipeline routes that are
more or less parallel to existing roads. In the Yukon,
roads tend to follow the valleys, and a map of
proposed pipeline construction would resemble a map
of the Yukon’s highways (see Figure 3). The idea of
transportation corridors, containing highways, one or
more pipelines, and possibly other transportation
facilities, was in the minds of some Yukoners and of
some of the early study groups considering pipelines,
even before the corridor concept was given
prominence by the federal government’s pipeline
guidelines, published in 1970 and 1972.

Westcoast Transmission Company Ltd., a co-sponsor
of the Foothills project, was formerly a part of a
consortium known as Mountain Pacific Pipeline Ltd.,
one of the first groups to consider a route through

the southern Yukon to transport Alaskan gas to the
lower United States. In the early 1970s, the Tintina
Trench route was known as the McElhanney route,
after one of its proponents, McElhanney Surveying and
Engineering Ltd., of Vancouver. In 1972, the
Government of Yukon endorsed this route in a report
submitted to the Government of Canada. At that time,
however, the attention of both government and-
industry was focussed on a gas pipeline route across
the northern Yukon and south along the Mackenzie
Valley. The federal government, through its
Environmental-Social Program, planned to carry out
some pipeline-related studies along the Tintina Trench,
the Alaska Highway, and the Dempster Highway, but
these plans were dropped in May 1972

(MvPI, F123-18866). The federal government’s Expanded
Guidelines for Northern Pipelines, released in June
1972, specifically suggested selecting a corridor in the
northern Yukon, but not in central or southern Yukon,
through which the government would be willing to
consider an application to build a gas pipeline.

Foothills has not provided this Inquiry with any detailed
submissions on possible routes through the Yukon
other than the one it proposes to build along the
Alaska Highway. Arctic Gas ruled out routes through
the southern or central Yukon because the basis of its
proposal was to gain economies of scale by the
transport of both Alaskan gas and Canadian gas in one
pipeline. Both the Alaska Highway and the Tintina
Trench routes were considered in a very general way
during August 1975, when the Mackenzie Valley
Pipeline Inquiry held its hearings in Whitehorse. Those
hearings did not bring out any consensus of Yukoners’
views on alternative routes.
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A number of Yukoners addressed this Inquiry on the
subject of alternative routes, and particularly on the
Tintina Trench route. We welcomed these submissions.

The Klondike Highway and Tintina
Trench Alternatives

Klondike Highway Route

This alternative, described by the National Energy
Board as ‘‘the Dawson diversion’’, came into
prominence only in the last ten days of this Inquiry’s
hearings, as a result of the National Energy Board’s
report, published July 4, 1977.

A route along the Klondike Highway would enter
Canada at Boundary, Alaska, and then follow Highway
3 across an upland of the Klondike Plateau to the
vicinity of Dawson. From near Stewart Crossing, the
route would more or less follow Highway 2 south to
Whitehorse. Between Boundary, Alaska, and Watson
Lake, a pipeline along the Kiondike Highway route
would pass near nine Yukon communities — Clinton
Creek, Dawson, Stewart Crossing, Pelly Crossing,
Carmacks, Whitehorse, Teslin, Upper Liard, and
Watson Lake. The Yukon portion of this pipeline would
be about 613 miles along, as compared with a length of
513 miles along the Alaska Highway route from the
Alaska border to Watson Lake.

The National Energy Board’s report suggested that the
Klondike Highway route ‘‘would bring a major new
source of energy at reasonable prices to the mining
activities in the vicinity of the Klondike Highway"’
(1-168). This comment presumably refers to the mineral
resources of the Dawson Range west of Carmacks. The
Yukon’s main areas of mineral resources are shown in
Figure 7. One of these areas, the Dawson Range, is
near the Klondike Highway; two others lie north of the
Tintina Trench; and the major area, the Selwyn
Mountains lead-zinc belt, lies along the border between
the Yukon and the Northwest Territories. The areas
that seem most promising for the development of new
producing mines during the next decade are not along
the Klondike Highway but in the Faro district and in the
Macmillan Pass area on the Yukon-Northwest
Territories boundary. The Klondike Highway route
would pass near the sites of three potential
hydroelectric developments, which are discussed in
The Development of Power in the Yukon (1975). These
sites are the Independence site on the Stewart River,

the Bradens Canyon site near Pelly Crossing on the
Pelly River, and the Low Five Fingers site near
Carmacks on the Yukon River (See Figure 7).

Throughout our hearings in the Yukon communities, no
one expressed a preference for the Klondike Highway
route.

Tintina Trench Route

The Tintina Trench is a straight valley 3 to 14 miles
wide, which extends for about 380 miles in the Yukon
from the Pelly Mountains to the Alaska-Yukon border.
This conspicuous northwest-southeast fault line is
generally considered to be a northern continuation of
the Rocky Mountain Trench.

From Boundary, Alaska, to Stewart Crossing, the
Tintina Trench route would follow the same route, past
Dawson, described above for the Klondike Highway
route. From Stewart Crossing to Faro the Tintina
Trench route would cross a 120-mile-wide area without
aroad. This area could be avoided by a route from
Stewart Crossing to Faro by way of Carmacks.
Southeast of Ross River, the Tintina Trench ends in the
Hoole River watershed of the St. Cyr Range. This area
is also roadless, but it, too, could be avoided by a
divergence eastward to follow the Robert Campbell
Highway between Ross River and Watson Lake.

A pipeline route that stayed in the Tintina Trench would
run about 515 miles from Boundary, Alaska, to Watson
Lake, about the same mileage as the Yukon portion of
an Alaska Highway route. If the Tintina Trench route
were to follow existing roads for its entire length, it
would require about 584 miles of right-of-way through
the Yukon.

Most of the economically feasible ore reserves known
at present in the Yukon are near the Tintina Trench in
the Anvil district or in the Selwyn lead-zinc belt near
the Yukon-Northwest Territories border (see Figure 7).
The hydroelectric sites with the highest potential for
development in the southern Yukon are also shown in
Figure 7. Five of these sites are along the Tintina
Trench.

It was suggested to this Inquiry that proper planning for
future development should consider an industrial
corridor along the Tintina Trench. This concept was
clearly stated by Mr. H. Tracey at Carmacks:

In this regard, | and many others question the validity of
putting the pipeline down the Alaska Highway. Would it 33



not be much better for future development and future
protection of our environment, to put a transportation
corridor for road, railroad, transmission lines and
pipelines up the Tintina Trench, which would put it
through the heart of the future development areas in the
Yukon. These consisting of mines, possible smelter and
power generation.

This corridor through the territory would then be used as
the main artery to which outlying developments would be
found. Would this not be much better than a system of
roads, pipelines, et cetera added on in an ad hoc
fashion ... ? (28-3275-76).

A submission from the Yukon Chamber of Mines urged
the Inquiry to take into account not only the proposed
route of a gas pipeline but also the effects that a major
hydroelectric development would have on the Yukon’s
mining industry in the future and the population
distribution that would accompany such development.

The Chamber of Mines indicated that this development
would be largely in or northeast of the Tintina Trench

(48-6744-47, 6751). The potential mines are Mactung
(1,000 tons/day), Tom (3,000 tons/day), and Jason
(5,000 tons/day) in the Macmillan Pass area; Howard
Pass (10,000 tons/day), about 50 miles southeast of
Macmillan Pass; and Grum (5,000 tons/day) near Faro.

It is not surprising that new railway routes were
mentioned during our hearings (20-2605). Rail
connections to the mineral-rich areas around the Faro,
Ross River and Macmillan Pass areas were suggested.

A Decision for Yukoners

Careful consideration must be given to route selection,
if the best interests of the Yukon and of Canada are to
be served. No route, other than the Alaska Highway
route, has so far received any detailed study. Until July
4, 1977, no one in the Yukon had any reason to think
that Foothills or any one else was considering any
other route, although Yukoners, throughout the Inquiry,
have told us that there are several possible routes. At
this early stage, each route appears to have some
claim to serious consideration, but before a route may
be selected, two significant shortcomings must be
satisfied.

First, an adequate data base does not exist on which to
make an informed choice among the possible routes.
For example, Mr. Blair, President of Foothills, testified
that the information about the Klondike route that is
available from his company consists of only one
engineering feasibility study (46-6444). To choose a

Klondike Highway route or, indeed, any route at all at
this stage would be premature.

Second, there has been no process of informed public
consultation on this subject in the Yukon. Local
consultation and local input is an accepted, indeed, a
vital part of the decision-making process. At our
hearings, Yukoners’ attention was primarily focussed
on the Alaska Highway route, the route the Inquiry was
directed to consider. Their attention was not, therefore,
specially directed to a route along the Klondike
Highway or along the Tintina Trench.

Yukon residents are no less interested in participating
in the decisions that will affect their future than are
Canadians of any other region. The high degree of
participation of individual Yukoners, organizations, and
the government of Yukon in this Inquiry was, by itself,
ample evidence of their interest. It is evident to us that
Yukoners want the opportunity to play a major role in
deciding what may be the best route for a gas pipeline,
and they know that the decision will influence the whole
future development of the Yukon.

Although there has been much discussion of the
corridor concept since the release in 1972 of the
federal government’s Expanded Guidelines for
Northern Pipelines, there has been little opportunity to
apply the concept in regions where it is likely that a
number of different developments may go forward
more or less simultaneously, as it appears may be the
case in the Yukon.

In summary, to choose now a particular route through
the southern Yukon would be to run the risk of
selecting the wrong route, a route that is unstudied and
that has not been the subject of public discussion, and
a route that may prove to be less desirable on social
and economic grounds than one of the other
possibilities.

Recommendations

1. If the Government of Canada decides to approve, in
principle, a pipeline route across the southern Yukon, it
is recommended that approval be given to an
undefined route within a broad zone bounded on the
south by the Alaska Highway and in the north by the
Tintina Trench.

2. The Applicant should be required to provide
sufficient information on the Klondike Highway route
and the Tintina Trench route to permit an informed



choice from among the three routes. This information
should be provided to the regulatory agency described
in Chapter 10 of this report.

3. We recommend that the regulatory agency inquire
into and report on the relative merits of the three
possible routes, having regard to social, economic, and
environmental considerations, and that its inquiry
include public hearings on this subject.
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A common theme running through all major resource
proposals for northern Canada is whether or not the
projects will provide work for local residents. The
pipeline proposal has raised the same concern. The
construction of the pipeline will provide many
temporary jobs, but not so many permanent jobs. The
Applicant, the Yukon government, and the citizens of
the Yukon see the prospect of employment as an
important benefit that must accrue to Yukoners
themselves. In this chapter, we discuss the benefits of
training and employment that may be derived from the
two phases of the project: the construction phase,
which will follow the federal government’s
approval-in-principle of the pipeline, and the operation
and maintenance phase, which will begin when the
pipeline is in place and starts to carry natural gas.

Construction Phase

Labour: Demand and Supply

In its application, Fothills proposed to begin
construction of the pipeline in 1979, but, during the
course of our hearings, indicated that construction of
the pipeline was unlikely to begin before 1980
(46-6358). There would then be a work force of
approximately 2,000 through that summer and during
winter 1980-81, and it would reach a peak of 2,300
workers during summer 1981. These estimates
represent the Foothills work force and the contractor
personnel engaged in project management and
inspection, compressor station site preparation and
access road construction, transportation of granular
material, compressor station construction, pipeline
construction, and logistics. These estimates do not
include employment that will be generated as a result
of secondary pipeline construction activities.

Foothills has categorized pipeline employees into
approximately 85 distinct occupational groupings, and
they in turn are organized into four skill classifications:

Class 1. Skilled work, with experience or qualifications
acquired through extended employment in
pipeline construction

Class 2. Skilled construction-oriented labour, not
necessarily related specifically to pipeline
construction

Class 3. Clerical work or the handling of light equipment
Class 4. Unskilled or inexperienced labour

The Applicant did not provide either a description of
the distribution of personnel requirements by skill
classification, which would indicate how the
proportions of these classes might change through the
term of the project, or a detailed breakdown of the
work force.

During the peak construction period, an estimated 35
per cent of the jobs would fall within Class 1, a class
that in the Applicant’s opinion, would not include any
Yukoners. The requirements for these positions are
said to be beyond the qualifications of anyone that has
not had previous pipeline experience. Yukoners are,
however, potentially capable of filling any of the
remaining 1,500 jobs.

Based on an examination of the unemployment rolls in
Whitehorse in September 1976, the Applicant
estimated that some 600 unemployed Yukoners
possessed skills that could be used in pipeline
construction. Foothills assumes that few Yukoners
would transfer from their current employment to take
short-term jobs in pipeline construction.

Many witnesses before the Inquiry suggested
substantially larger figures for the construction work
force. Construction of the Alyeska oil pipeline through
Alaska saw a three-fold increase beyond that
estimated at the outset in its personnel requirements.
Estimates for the portion of the proposed pipeline to be
built in Alaska, based on the number of workmen per
pipeline mile, are substantially greater than those put
forward by the Applicant for the section passing
through the Yukon. The final route selected and
pressures caused by delays in the construction
schedule may also cause a significant increase in the
numbers of the work force.

We therefore believe that the labour requirements of
the project, although difficult to determine accurately
at this stage, will be greater than the Applicant’s
estimate. Similarly, we suspect the number of Yukon
residents who will be drawn away from their current
employment to work on the pipeline may be
substantially underestimated. In Alaska, many local
residents were lured from their current employment by
the attraction of higher, if short-term, wages on
pipeline construction.

The lack of employment opportunities in the Yukon was
the subject of recurring complaint at the hearings in
many of the communities. Some Indian people
mentioned the jobs that they hoped the project would
bring, such as clearing the right-of-way, but many more
feared that most of the jobs would not be available to
Yukon residents, White or Indian, because they lack
the necessary skills. It is apparent to us that, given a
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system of local preference and some training to qualify
for employment on pipeline construction, many
Yukoners are interested in such employment, and
some are eager to secure it.

Hiring and Employment Policy

Foothills proposed to use a hiring policy that
guarantees preferential employment for Yukoners in all
aspects of the project. Preference will be given to a
Yukoner when his qualifications are equal to those of a
non-Yukoner. The Applicant has also agreed that all
union hiring-halls will be located in the south —in
Alberta and British Columbia — and that they will not
permit outsiders to gain access to the project from
within the Yukon. This policy should reduce the number
of persons coming to the Yukon hoping to find
high-wage employment.

Such a policy will require the definition of a Yukoner.
The Applicant does not propose to define the term, but
it will accept and enforce whatever definition is
eventually provided.

Foothills has also agreed to cooperate in the design
and implementation of a Manpower Delivery Service
(hereafter called the Service) to ensure that all
interested Yukoners may obtain work on the pipeline.

Briefly, we agree with this approach. We see the
Service as a special employment agency that will
match all Yukoners interested and qualified for pipeline
employment and training with employment and training
positions. The Service will involve the compilation of an
inventory of the potential Yukon labour force according
to training, experience, and skills so that experienced
workers may be directed to areas where jobs are
located and their skills are needed.

Mr. John Burrell, Vice-President of Corporate
Development for Foothills testified:

We believe that an efficient manpower delivery system
must be in place if employment of Yukon workers on the
project is to be optimized.

(a) In order to avoid unnecessary duplication and
competition for the local worker, the system should
be designed to deliver Yukon manpower to the total
project, i.e., pipeline and related activities.

(b) The system should, as much as possible, direct
persons into the vocation for which they are best
suited. The system should prepare the people for the
working conditions which they will encounter.

(c) As much of the delivery system’s functions as
practical should be carried out in the communities,

thus allowing Yukoners to remain in their home
communities as long as possible.

(d) The system should utilize services available from
existing sources as much as possible. Since
government departments are already providing
services similar to those described, and in fact have
offices located in a number of Yukon communities, it
is Foothills’ opinion that it would be appropriate for
government to continue to provide such services.
Foothills will co-operate with the appropriate
government agencies, contractors, unions, and local
organizations toward the development of such a
manpower delivery system (2-208-09).

The same basic principles — union hiring-halls in
southern Canada, preferential hiring of Yukon
residents, a single-agency Manpower Delivery Service,
and a policy that prohibits outsiders from applying in
the Yukon for pipeline employment — have been
recommended by the Government of Yukon, and the
pipeline unions have found them to be generally
acceptable.

The Government of Yukon has recommended a
preferential system for pipeline employment with three
levels of priority. First preference goes to a
‘“Permanent Yukon Resident”’, defined as a person who
has been ordinarily resident in the Yukon for five years
prior to accreditation. The second level of preference it
a “Yukon Resident’’, a person who was resident in the
Yukon on or before July 15, 1977. The third category is
that of ‘‘Qualified Residents of the Northwest
Territories”. All workers in these three categories will
be preferred to residents of southern Canada.

No representative of the Canadian Pipeline Advisory
Council, a policy council that represents contractors
and the four principal pipeline unions — United
Association of Journeymen and Apprentices of the
Plumbing and Pipefitting Industry of the United States
and Canada,; Labourers International Union of North
America; International Brotherhood of Teamsters,
Chauffeurs, Warehousemen and Helpers of North
America; and International Union of Operating
Engineers — was able to attend the Inquiry at
Whitehorse. However, Mr. Gordon Hodson,
Secretary-Treasurer of the Canadian Pipeline Advisory
Council, wrote a letter to the Board that reaffirmed the
policy position his council had taken before the Berger
Inquiry in September 1976. It is apparent from this
correspondence that the unions want to assist
Yukoners to obtain training for and employment on the
pipeline project. They also understand why it is
necessary to protect the Yukon from a massive
invasion of southern Canadians in search of jobs on the
pipeline.



Union representatives who testified before the Berger
Inquiry agreed that a hiring policy should be adopted
that would require all southern Canadians who had
travelled to the Yukon in search of work on the pipeline
to return to the hiring-halls in Alberta or British
Columbia to seek employment. All of the witnesses
before our Inquiry who spoke on this subject expected
that this policy would substantially reduce the number
of unemployed workers who would travel north with
merely the hope of finding a job.

We presume that the unions will continue to recognize
the importance of this policy and will implement it, even
though, unlike the situation in the Northwest
Territories, the four major pipeline unions have
hiring-halls in the Yukon.

Although the pipeline unions accept the principle of
hiring local labour, the union representatives insist that
the practice must not jeopardize the safety of other
workers. They insist that persons with no experience in
pipeline construction should be integrated into
experienced crews to avoid potentially dangerous
situations. The element of safety, as measured by
experience in pipeline construction will be, in the
unions’ view, a factor that may restrict access to
pipeline employment by otherwise qualified Yukoners.
Moreover, the unions have rejected any suggestion
that a quota or a percentage of the work force should
be made up of Yukoners.

The Canadian Pipeline Advisory Council has
recommended that, to avoid involvement with a
multiplicity of government agencies, a single agency —
such as the Manpower Delivery Service — should be
established to operate the preferential employment
system in the Yukon. The Service should include
representatives from the Applicant, the contractors,
the unions, and the Indian groups.

Any preferential system requires an assessment of the
skills of the candidates to be preferred. The unions
made it clear that they must be centrally involved in the
assessment of the skills of all Yukoners who apply for
employment on the pipeline.

The Canadian Pipeline Advisory Council and the unions
are willing to participate in an information program that
would familiarize the residents of northern communities
with the skill requirements of personnel working on the
pipeline. In southern Canada, pipeline workers usually
go directly from their homes to a construction camp.
The unions carry out their normal job-dispatch function
by telephone or telegram, thereby introducing flexibility
to a system that once required all union members to
travel to a hiring-hall for dispatch to a job. The unions
have suggested that this same system be used

elsewhere in the north, with this refinement:
non-members may obtain membership in the union on
arrival at the construction camp. Mr. J. Russ St. Eloi,
Vice-President and Director of Canadian Affairs for the
United Association (Welders and Pipefitters), has said
that efficient communications, such as a telex system,
would be required to assure prompt dispatch of
workers from northern communities. Appropriate
arrangements can also be made at the construction
camp to deduct fees for initiation into the union from
the new member’s pay. These policies will be important
in enabling Yukoners to secure unencumbered access
to pipeline employment.

The Applicant has proposed to make an arrangement
whereby:

... certain members of the community, depending on
how they wanted it set up, could come on and work on
the job, and then after a certain length of time, could go
back to their own community, and another group could
come on, so that we could maintain continuity within the
community and still give the people an opportunity to
have construction employment if they so desire it
(8-1290).

This plan will be important for two reasons: it will
ensure that Yukoners who live jn a mixed economy
have time enough to carry out their land-based
activities, and it will permit community leaders to
participate in construction employment without
depriving, except for short periods of time, their
communities of necessary leadership. We are not yet
fully aware of the unions’ attitude to such a scheme,
but we do know that they are not willing to consider
different rules of conduct on the job, or different
disciplinary measures, for a particular class of
employees. However, the unions may regard the
situation in the Yukon as special. Mr. Irvin Nessel,
International Representation of the International Union
of the Operating Engineers, when asked about flexible
schedules that would enable the Indian people to
pursue other activities, said that, ““It wouldn’t bother
me from a union point of view because they [the
contractors] would just be on the phone and saying
‘Hey, we need some ore hands out here’ ”’

(MVPI, F180-28032).

Mr. Lawrence LeClair, President of the Alberta and
Northwest Territories Building and Construction Trade
Council, has also said that:

. we don’t object to his type of procedure, where the
northerners who may be working and in the fall, if they
want to go trapping or hunting, | don’t see anything
wrong with allowing them to take off for two or three
weeks, or as long as they figure they have to, and then
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coming back and having the same job back again
(MVPI, F181-28068-69).

The pipeline unions are, however, concerned that such
flexible arrangements might reduce the efficiency of
the pipeline work crews, a matter they regard as
important because of productivity bonuses that are
built into collective agreements.

Training policy

The Applicant has made only very general comments
about the training of Yukon residents in new skills for
the construction phase of the pipeline.

The mechanism for providing pre-construction and
construction training should be developed and made
known to the public. While Foothills will co-operate fully
in this, Canada Manpower, contractors and unions have
traditionally provided this training and Foothills believes
this practice should continue (2-209).

As far as construction is concerned. Normally the
contractor and the unions have set up training

programs . . . We've had discussions with the unions and
with the contractors and they fully intend to continue
with training of people to take the construction

opportunities that are available on the pipeline (11-1782).

They [unions and contractors] have indicated to us that
they have some special arrangements made to enable
the northern residents to have an opportunity to obtain
such training (11-1850).

... the training that should be provided to Yukoners is
the training that they can use on a continuous basis in
the North, such as operating of graders and cats . . .
those occupations . . . that could exist in the North
(11-1783).

The Applicant has not assumed any direct
responsibility for such training, nor does it intend to
implement pre-job or on-the-job training programs
during the constiuction phase. This attitude is a
reflection of the Applicant’s estimate of the
composition of the work force, for, as previously
explained, it has calculated that only about 600 Yukon
residents will be taking pipeline construction jobs.

Although many unskilled jobs may be made available
to Yukoners, and many skilled jobs may be available to
qualified Yukoners who have not had previous pipeline
experience, we feel the Applicant has unduly minimized
the basic concern that many Yukoners, and expecially
Indians, have expressed to us.

Throughout the community hearings, local people,
expecially the Yukon Indians, expressed doubt that
they have skills sufficient to work on pipeline

construction. Some feared that they would not have
adequate time for training that would enable them to
qualify for skilled labour. Many of the local people
declared they want the high-paying jobs that will be
offered, even though such employment will last only a
few seasons.

... the Territorial Government and Foothills (Canada)
Limited should get together and run a training program
in the Yukon Territory for native people to be able to get
better jobs on the pipeline, rather than getting jobs such
as slashing, et cetera, which . . . very cheaply
standardizes the wages. If they have a training program
and they have a few years, they can go on it and enable
the native people to run maybe loaders, ditching
machines, and stuff like that. Quite a few Indian people
as | know are capable of this, if they had a year or two, or
even time to understand the principles of the machinery
(27-3199-3200).

We do not know how many Yukon Natives are qualified
to build a pipeline. If we have five years to be able to
train these people and get them into vocational schools
for basic training, in five years they’ll at least have
journeyman papers, so some can go to work (18-2368).

The Applicant seems to have underestimated the useful
role that the pipeline construction could serve to
enable many Yukoners to acquire valuable skills.
Professor Charles Hobart, testifying before the Berger
Inquiry, stated that the only lasting benefit of the
pipeline construction to the Indian people would be the
acquisition of useful skills during the construction
phase. With that statement we agree.

Emphasis must be placed on training in useful skills.
Representatives of the four pipeline unions, together
with Mr. James McCambly, Executive Secretary of the
Advisory Board for the Building Trades in Canada,
which represents the building-trade unions in Canada,
acknowledged the importance of a variety of
institutional pre-job training and on-the-job training
programs, and have agreed to play an active role in the
development and operation of such programs. To
ensure that the programs are useful, he said that
‘‘emphasis should be placed on training northern
Canadians in skills that will be required on a relatively
continuous basis’’ (MVPI, F181-28046). Administrative
and clerical skills, for example, will always be in
demand, and many other skills associated with pipeline
construction, such as the building of compressor
stations, metering stations, accommodation and food
facilities, and other temporary or permanent facilities,
would be developed. These skills might then be
transferred to other activities present in the Yukon
economy today or in the near future.

Much work needs to be done quickly. Training in skills
that will be useful on pipeline and later construction



and institutional and on-the-job training programs
must be commenced months or years before the start
of pipeline construction. Mr. Nessel testified that:

“the pre-training programs we foresee would go maybe
six or eight months or a year before the work starts.
From there on the training programs might continue but
they . . . would filter into the on-the-job training situation
much quicker . ..” (MVPI F180-27939-40).

Other training programs could begin shortly before the
commencement of construction. For instance, we were
told of a five-week, pre-employment training course
that began at Fort McMurray in 1974. It not only
provided training in useful skills, but also instilled
trainees with new confidence in their own abilities.
Such confidence often substantially improves a
person’s work and increases the length of time he
remains on the job.

In summary, we are not able to determine exactly how

many Yukoners may wish to undertake training for work

on pipeline construction, but we know that many local
people, especially Yukon Indians, want training
opportunities to be made available to them in sufficient
time for them to qualify for the high-paying jobs
associated with pipeline construction.

The unions wish to participate in the development and
operation of these training programs, for they have the
expertise that, in the end, is fundamental to any
successful training process. The government may be
able to provide some organizational or other
assistance if these programs are to be implemented,
for the unions do not have the resources to provide
materials, equipment, salaries, allowances, facilities,
transportation, housing, and food necessary for any
institutional training course.

There are also certain areas in which the unions may
not be involved. For instance, administrative and
clerical positions, and associated training for them do
not fall within the traditional jurisdiction of pipeline
construction unions. This gap would probably have to
be filled without union help.

When Mr. William Deyell, speaking for Foothills at
another Inquiry, was asked if he thought the Applicant
would be willing to participate in financing such training
programs, both in providing personnel to assist in
teaching them and in providing the equipment
necessary for them, he replied, ‘‘Yes | would. This has
been done in Alberta in the past and | see no reason
why it can’t be done here as well. It is still done in
Alberta when the need arises for it”

(MVPI, F171-26534). The Applicant did not make a
similar commitment on the subject of training
programs to this Inquiry.

Recommendations

General Recommendations

We assume that a relation exists between the
availability of employment opportunities and their
benefits, and a person'’s standard of living. We believe
some program must be established to enable and
effectively assist Yukoners to participate in the
construction of the pipeline. Yukoners must be assured
that they will have an opportunity to prepare
themselves for such employment. The acquisition of
useful skills during the construction phase may be the
only lasting benefit of the pipeline for many Yukon
residents, and especially for Indians, who, because of
geographical, historical, and cultural reasons, are at a
disadvantage when competing for skilled employment
in the wage economy of the Yukon.

Yukon residents should be left to make their own
choices with respect to training for, and employment
on, the pipeline, but, if their choices are to be free and
beneficial, they need access to sufficient information to
make an informed decision. To achieve this goal, we
recognize, with the Applicant, the Government of
Yukon, the pipeline unions, and others, that some
arrangement must be devised that will enable Yukon
residents to go directly from their homes to training for
or employment on pipeline construction. All interested
parties have agreed that the various aspects of this
task should be directed, supervised, and monitored by
a Manpower Delivery Service. Although we do not wish
to dictate what will be the specific policies of the
Service, we feel that we should, in a general way, spell
out the principles and objectives that should be basic
to its mandate.

The Service should be independent of and function
apart from existing government employment agencies.
To be effective, the Service should encompass all
pipeline and related construction work, including the
activities of subcontractors, that are carried out in the
Yukon.

We have mentioned the Applicant’s figure of a possible
1,500 jobs available to Yukon residents during the
peak period of construction. Because it is impossible to
estimate accurately the number of Yukoners who may
be attracted to high-wage employment for a relatively
short time on the pipeline, the size of the task that the
Service will have to perform is also impossible to
predict. But, whatever the scope of the task, the
Service must have the active cooperation of all
interested parties, including the federal and Yukon
governments, the Applicant and its contractors and
subcontractors, the unions, and the Indian
organizations. The Service should have a



policy-making board, composed of a representative
from each group, with majority Yukon representation,
and it should be convened at the earliest possible
moment to establish the particular policies of the
Service so that it may begin operations.

The Service should be subject to the authority of the
planning and control agency recommended in Chapter
10 (hereinafter called the Agency) and to the general
integrity of the Agency'’s policies. Policies set by the
board of the Service should be subject to review by the
Agency. The Service and its board should preserve its
own independence to ensure that its day-to-day
operations are effectively and efficiently carried out.

The Service’s central role will be to assist Yukoners to
find training and employment opportunities, and to
match Yukon workers with employment on the pipeline
on a preferred basis. It will ensure that Yukon
residents, its clients, are processed through the unions’
dispatch systems and are transported by the Applicant,
or by its contractors or subcontractors, directly from
their communities to the place of work.

The Service’s second important role will be to approve,
supervise, and monitor the various programs initiated
by the Applicant to carry out specific training and
employment policies spelled out in our
recommendations and set by the Service’s policy
board. The Applicant will be ultimately responsible for
the funding and operating of these programs, although
it may propose that various other agencies or
organizations carry them out. For example, such
matters as transportation of employees and trainees,
training courses, skill assessment, on-the-job training,
and job counselling might best be carried out by
government agencies, Indian organizations, the unions,
the Applicant and its contractors, or private
contractors, either singly or in various combinations.

The Service should work with the Applicant in
preparing detailed training programs, but the Applicant
may contract out the execution of these programs to
other agencies or organizations. The Service itself
should be free to undertake and operate directly, or by
contract, any program that cannot be left to the
Applicant or cannot be subcontracted by it. In such
cases, the costs of the programs should still be
charged to the Applicant.

We suggested above that an invasion of the Yukon by
southern Canadians in search of high wages must be
discouraged. Before a person who is physically present
in the Yukon may gain union membership and be listed
on dispatch rosters, or engaged for pipeline
employment or a training position, he must be
registered with the Service as a Yukon resident. In this

way the in-migration of larger numbers of transient
workers seeking employment on the pipeline should be
effectively curtailed.

The definition of a Yukoner for this purpose must not
only discourage transient workers from travelling to the
Yukon, it must also be effective in preferring Yukon
residents for pipeline employment. The definition must
also identify persons who warrant special training
programs because of their disadvantages in competing
with other Canadians for pipeline employment. We
therefore suggest two definitions that we feel will
reflect these objectives:

(1) For the purpose of pipeline employment, preference will
be given to''Yukon Residents,”” defined here as those
persons who were resident in the Yukon on or before
August 1, 1977.

(2) For the purpose of eligibility for training programs,
preference will be given to ‘“‘Permanent Yukon
Residents”, defined here as persons who have been
ordinarily resident in the Yukon for five years prior to
August 1, 1977.

We think that this definition of Permanent Yukon
Residents will identify those persons who for reasons of
culture, history, and geography are not at present able
to qualify for many of the jobs that will be offered
during pipeline construction. These persons will
constitute the clientele for pre-job training or
on-the-job training programs and, together with Yukon
Residents, will qualify for preferred employment. The
policy board of the Service should be free to adopt
other definitions, if it seems necessary to do so to carry
out the objectives we recommend.

We have described the two principal roles to be
performed by the Service, we have suggested a
definition of its clientele, and we have outlined its basic
objectives. We now advance several additional
recommendations, including some that will be the
specific obligations of the Applicant, recognizing that
the policy board of the Service should have the power
to moderate or to alter these recommendations, if
necessary. We think it is important to make these
additional recommendations to assist the rapid
development of specific policies and programs, many
of which should be implemented as soon as possible
after the pipeline project is approved.

We have assigned to the Applicant the primary
responsibility for various programs to achieve the
objectives we have identified, and we have suggested
that the Applicant may discharge these obligations,
directly or, where appropriate, through arrangements
with contractors, unions, Indian organizations, and
government or other agencies, with the approval and



under the direction and supervision of the Service. We
hope, by this means, to avoid the creation of a large
bureaucracy but, at the same time, to centralize the
management, direction, and supervision of these
various functions. We also think that the proposed
Service should function only during the pipeline’s
construction phase: on-going functions should
thereafter be transferred to the normal government
agencies.

Specific Recommendations

1. The Applicant should submit, at the earliest possible
stage, a detailed breakdown of the entire work force of
the project by job position. This information should
include the projected starting date of the job and its
duration, details of the skills required, and its location.
We think that this and similar information will prove to
be of critical importance to the planning and operation
of the Service, because early identification of specific
employment requirements is vital to planning and
instituting training programs, delivering Permanent
Yukon Residents to these programs, and matching
Yukoners with employment positions.

We emphasize that one of the primary functions of the
Service will be to match clients with employment
positions. The identification of these positions must
occur at an early stage to permit the Service to work
efficiently.

We have earlier suggested that Foothills may have
underestimated its manpower requirements for the
construction phase. Foothills should, therefore, be
required to provide plans for its labour requirements
for a variety of possible construction schedules. As the
work goes forward, the Applicant must closely
coordinate its activities with the Service, keeping it
abreast of any changes in plans or of new
developments.

2. A program should be instituted immediately to
inform Yukon communities of the opportunities for
training and employment on the project. This program
should continue throughout the construction period,
and it should be coupled with a broad orientation
program that would prepare Yukoners for employment
on the project and inform them about such matters as
union membership and life in a construction camp.

3. A comprehensive advertising and information
program should be instituted as soon as the Service is
created to discourage southern Canadians and
Americans from travelling to the Yukon without having
already secured employment there. This campaign
should continue throughout the construction phase of
the pipeline.

4. Permanent Yukon Residents and Yukon Residents
must be registered locally and cleared with the Service
for referral to employment and training positions.
Registration and clearance should be coupled with, or
closely followed by, an assessment of the worker’s
experience or skill to identify those persons already
qualified for employment, and the Permanent Yukon
Residents that need pre-job or on-the-job training. All
inquiries and applications for pipeline employment in
the Yukon must be referred to the Service.

5. Institutional training programs should be conducted
prior to, and during, the construction phase to enable
Permanent Yukon Residents to gain skills that they can
use during pipeline construction. These programs
should concentrate on providing skills that may be of
use to the worker after the pipeline is finished.

We suggest that the Applicant, its contractors, and the
unions should submit joint plans of procedure to the
Service for approval. On the basis of these plans,
suitable programs can be organized for all Permanent
Yukon Residents who need pre-job institutional
training. The Service should, of course, assist in
developing these plans. The Applicant and its
contractors, together with the unions, should work with
the Service to develop plans and procedures for
on-the-job training and apprenticeship programs. All of
these programs will have to be closely monitored to
ensure that the persons in them are trained as quickly
and as well as possible, and that they join the labour
force as soon as practicable.

6. There must be adequate job counselling on the work
sites to assist Yukon Residents and especially
Permanent Yukon Residents with any problems that
may arise. This role proved to be important in the
Alyeska project, in the Nortran Program, and at Fort
McMurray. The Service can determine which agency or
organization is best suited to develop and carry out this
program, always bearing in mind that the Applicant has
primary responsibility for its success.

The implementation of this recommendation will
require a close liaison with the unions’ representatives
responsible for protecting the interests of their
members, and we do not think this recommendation
will detract from their important role. The conselling
program we forsee will assist those persons who are
unfamiliar with regular wage employment and with the
range of problems that are associated with such
employment.

Foothills has indicated it intends to provide only a very
restricted orientation program, which willinclude:



(a) An explanation of camp rules and regulations
including those respecting equipment, building and
vehicles,

(b) Explanation of permit stipulations and other
applicable codes and regulations,

(c) Safety practices and working conditions. The
program will be tailored to suit the various segments
of the work force (2-210).

We should not expect anything less than this bare
minimum, but we think the Applicant’s program must
be supplemented and expanded, for example, by the
counselling program we recommend.

7. An efficient communication system must be
established that will connect the Service’s offices,
which will be located in the Yukon, with the Yukon
communities, the offices of the Applicant, the offices of
the contractors and subcontractors, the union
hiring-halls, and the construction camps. This
communication system must be reliable, and in place,
before construction begins to ensure the prompt
delivery of Yukoners to employment and training
positions as soon as they are available.

8. The preference system must require the Applicant,
and all its contractors and subcontractors, to submit
every job and on-the-job training position, including all
administrative, clerical, and logistics positions in the
Yukon, to the Service. Only by this means will the
Service be able to fill the maximum number of
positions with Yukon residents before these jobs are
made available to non-Yukoners.

The Service must work closely with the unions to
ensure that qualified Yukon Residents are dispatched
to employment and training positions on a preferential
basis. The Service must also be able to ensure that
Yukon Residents have preference over non-Yukoners
when the work force is reduced.

Our view of the operation of a preference system is
somewhat different from that suggested by Foothills,
whereby a Yukon Resident would be preferred to a
non-Yukon resident when employment qualifications

are equal: the Service would match Yukon Residents to

job positions on a preferred basis, and this preference
would occur as soon as a Yukon Resident is found who
has the skill or qualifications required for the job. The
Service can effect this matching because, by this stage,
both the worker’s qualifications, and the requirements,
of the job will have been determined. This arrangement
should prove acceptable to the unions because they
will have already played the major role in assessing the
skills and qualifications of all Yukon residents.

The Service, the Applicant, the contractors, and the
unions must work together closely to ensure that local
labour-pool arrangements are implemented, when
requested by local residents and where feasible, to
permit the rotation of local people in pipeline
employment so that they can pursue their own
personal, traditional, and community activities.

9. Foothills will be responsible for ensuring that all
contractors and subcontractors keep adequate
employment records so that the Service can monitor
the work force of the project. The Service will require
regular submissions of data on employment and must
be permitted access to the records of the contractors
and subcontractors to assess regularly the
effectiveness of its operations and policies and, when
necessary, to make adjustments.

10. An orientation program, approved by the Service,
should be offered to all of the contractors’ and
subcontractors’ supervisory personnel to explain the
purpose and operations of the Service and of its
job-site training and counselling programs. This
orientation program should also describe the cultural
perspective of native Yukoners.

Costs

The Applicant should bear the operating costs of the
Service and carry out its various training and
employment programs, including those we have
recommended. The existing training and counselling
programs of some of the unions, and of government
agencies, may fulfill some necessary objectives, and to
this extent they may reduce somewhat the
responsibility and financial burden on the Applicant.
However, most of the programs we envisage here will
be new, or they will require a substantial expansion of
existing programs. The unions may provide some
personnel to assist in training, and the government
may provide some facilities, where they are available,
but in general the operating funds and equipment will
come either directly or indirectly from the Applicant.

Because we have made the Applicant directly
responsible for most of the training programs, and
because the Applicant will bear the expense of these
programs, we think it should be given the opportunity
to supervise directly and to carry out, or to contract
out, the widest possible range of programs, subject to
these programs having been approved by the Service.

Enforcement

Should the Service determine that the Applicant, or its
contractors or subcontractors, or the unions, have



breached the preference system agreed upon, or
where an approved program is not being carried out
effectively or in good faith, the Service shall report the
matter to the regulatory Agency. It must have the
power to apply effective sanctions to the Applicant, the
unions, contractors, and subcontractors, for all
violations of the preference system and for any failure
to implement, or to carry out, the various employment
and training programs.

What standard should apply for the effective policing of
the preference system? Mr. John Ellwood, testifying on
behalf of Foothills before the Berger Inquiry, stated:

It seems to me the appropriate measure to use here is to
relate the number of positions filled by northerners
against the number of applicants from the North . .. . If
we are successful with northern hire . . . . you should
gauge that success by looking at how many people

we are able to place in relation to how many applied, not
in relation to how many southerners we hire

(MVPI, F171-26525A).

The onus should be on the unions and the contractors
to demonstrate why a preferred Yukoner, approved by
the Service, was not dispatched to or hired for a
particular job. Mr. Ellwood, when asked if the onus
should be on the contractor to show why he had not
hired a northern applicant, answered, ‘“Yes . ... The
onus would be on him to show us that in fact he could
not or had some other reasoning for not hiring a
northerner’ (MVPI, F171-26526).

Timing

It is vitally important that the Service begin to operate
as soon as possible after the government has given
approval-in-principle for the construction of a pipeline
across the southern Yukon. To ensure that the policy
board of the Service meets immediately after such a
decision, we think that the Department of Indian Affairs
and Northern Development should accept the
responsibility for bringing together the parties that will
be represented on the policy board in an initial meeting
within one month of the granting of the
approval-in-principle.

The Applicant should be responsible for a public
advertising campaign, as described above, to
discourage southern Canadians from flocking to the
Yukon to seek employment. This campaign should be
considered at the first meeting of the policy board.

Assessment of the skill and experience of potential
trainees must begin right away, and long-term training

programs to prepare Permanent Yukon Residents for
skilled employment should begin soon thereafter,
especially with respect to skills that require extensive
institutional instruction. All training programs that
begin before employment on the pipeline should regard
the beginning of employment as the day of graduation
from the program. Delays between the end of
institutional training programs and the commencement
of employment must be avoided.

The Applicant should understand that any delay in
providing the information that is necessary for the
Service, and any delay in commencing particular
programs, could result in substantial monetary
penalties, and force the regulatory Agency to order a
delay in pipeline construction. For instance, the
Applicant must provide the Service with a full
breakdown of its proposed work force, as
recommended, at least one year before the start of any
activity related to pipeline construction. We have
already spoken of the need for contingency plans and
for flexibility on the Applicant’s part as the project
moves towards construction.

No seasonal work on the pipeline should be permitted
in the Yukon unless the Applicant and all of its
contractors and subcontractors have provided the
Service with details of their work force requirements 30
days before the employment of that force. Timing
requirements, made as mandatory stipulations, should
permit some flexibility, but they must have general
application. We hope these strict measures will ensure
that the Service is always provided in advance with
sufficient detailed information for it to function
effectively.

Women In the Work Force

Women are moving increasingly into traditionally male
occupations, and female participation in all aspects of
this project should be encouraged and facilitated.
Generally women are concentrated in clerical and
administrative roles, but these positions, as well as
supervisory jobs, should be open to both men and
women, and they should be subject to the same
preferential hiring and training stipulations as any other
positions on the project.

All employment and training positions should be open
to both women and men. Should there be any doubt on
this matter under present legislation, let us state now
that all women should be specifically guaranteed equal
opportunity for entry into all employment and training
positions, subject to the preferential system we have
recommended.
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Operation and Maintenance Phase

Hiring and Employment Policy

The relatively few permanent jobs — slightly more than
200 — that will be required to operate and maintain the
Yukon section of the pipeline will be one of the
long-term benefits of the project. Mr. Eliwood,
testifying on behalf of Foothills, agreed that large-scale
projects, based on non-renewable resources, ‘‘have
rarely provided permanent employment for any
significant number of native people’’ (2-300). As a
matter of policy, the Applicant does not intend to
continue this pattern.

Hiring preference for the positions that do not require
previous pipeline experience will be given to Yukoners
who have the requisite skills to fill them. At least 50 per
cent of the initial work force may, according to the
Applicant, be made up of local residents. Training
programs will also be extended so that candidates for
permanent employment may be given the necessary
instruction and experience, and so that they may be
prepared to take up this employment when the pipeline
begins to operate. Once again, preference will be
given to Yukon Indian residents.

The long-term objective of the Applicant is to fill all of
the permanent jobs related to the pipeline with Yukon
residents, recognizing that some senior or highly
technical jobs may require many years of pipeline
experience as a qualification of employment.

By creating training positions in the Yukon, and
continuously upgrading the skills of the local people,
Foothills should be able eventually to fill all of its
positions with Yukoners. No time frame has been put
on the completion of this objective, but in the next
section we shall discuss the training programs that
Foothills has proposed for permanent staff in the
Yukon.

Finally, we wish to comment on another important
matter. Traditionally, operating pipeline companies in
Canada have not been unionized. Neither Alberta Gas
Trunk Line Company Ltd. nor Westcoast Transmission
Company Ltd., the two sponsoring companies of
Foothills, have unionized operations. Concern was
expressed to the Berger Inquiry over the fact that many
local residents, who will have worked on the
construction of the pipeline — and it will almost
undoubtedly be entirely a union project — might be
denied the opportunity to transfer to permanent
employment. It was said then that the operating

company would probably screen out persons who
were, or had been, union members, for fear that they
might attempt to organize the permanent staff. We
presume that Foothills will not discriminate against
Yukoners who may happen to have been members of
one or another union during the construction phase of
the pipeline, and that no such consideration will form
any part of Foothills’ future hiring policies.

Training Policy

To ensure that Yukoners will enjoy the long-term
benefits of employment offered by the pipeline, the
Applicant proposes to rely upon an extended version of
Nortran, an existing training program that provides
on-the-job training, complemented by a variety of
institutional programs over the full range of positions
available on an operating pipeline. For the purpose of
our discussions, Nortran trainees are employed with
Alberta Gas Trunk Line and Westcoast Transmission.
Both are operating companies, and are the joint
owners of the Applicant.

From the inception of Nortran in 1970, the sponsoring
companies have guaranteed permanent employment to
everyone enrolled in the program. This guarantee has
obviously restricted the number of trainees: for
instance, at the end of April 1977, Alberta Gas Trunk
Line had only 25 Nortran positions.

We have been told that Alberta Gas Trunk Line and
Westcoast Transmission have assured the Applicant
that there will be enough on-the-job training positions
to enable Foothills to train a work force that will be
composed, in large part, of Yukoners, once the
approval-in-principle to construct the line is granted.

Mr. William Deyell, a Director and Senior
Vice-President of Alberta Gas Trunk Line, testified that
his company could provide Nortran with more than 110
training positions at various operating facilities in
Alberta. Of Westcoast Transmission, Mr. Deyell said:

In discussion with Westcoast management personnel,
they have said Westcoast could provide on-the-job
training for up to the following numbers of trainees within
their pipeline operations and maintenance department.

Pipeline maintenance men 15
Compressor maintenance men 40
Controls technicians 6
Mechanical technicians 25
Warehousemen 5
Apprenticeship trainees 10
Clerical and stenographer 10

(MVPI, F170-26444).



The total amounts to 111 training positions with
Westcoast Transmission, giving a combined Westcoast
Transmission and Alberta Gas Trunk Line total of 221
openings for trainees from the Yukon. This total is
more than the projected work force for the entire
Yukon operation.

To date, Nortran has concentrated on training
individuals with few skills and relatively little education.
The program is limited to northerners, primarily to
Indians resident in either the Northwest Territories or
the Yukon for at least four years, although a few
trainees have been recruited from northern Alberta and
northeast British Columbia. Foothills proposes to fill
these new positions, which will be created upon the
granting of the approval-in-principle, primarily with
Yukon Indians, and it has already begun to recruit
them. Mr. Burrell told the Inquiry that Yukoners have
expressed a great deal of interest in the Nortran
program.

We have been told that an individual may spend four,
five, or six years with Nortran to qualify as a skilled
operator or technician. Until a pipeline is in place in the
Yukon, this training must of course take place in
southern Canada. Nortran helps the trainees and their
families to relocate in communities in Alberta and
British Columbia, and it provides counselling and other
assistance to ease their adjustment. Despite this kind
of assistance, many Yukoners may find themselves in
the dilemma that Mr. Tom Graham of Upper Liard
described to us.

I’'ve got one of your forms . . . from Nortran. I've already
filled it out. It’s sitting in my desk and it's been sitting
there for two months because | don't want to go down to
Alberta to take training, but | want the training (18-2374).

Nortran representatives realize there may be some
difficulty in retraining their trainees during the
construction phase of the pipeline, because they may
abandon the program, attracted by high-paying
construction jobs. It was felt that this problem could be
met, at least in part, by sending Nortran trainees to
appropriate on-the-job training positions that may be
available during the construction phase and that would
complement the normal Nortran program.

Recommendations

We concur with Foothills’ policy that as many Yukon
residents as possible should be employed during the
construction of the pipeline, and after it is completed.

The positions that do not require previous pipeline
experience should be filled by Yukoners on a preferred
basis. The skilled positions that require training and
pipeline experience should also be filled locally
whenever possible. To achieve this objective, Foothills
must launch an expanded Nortran training program
immediately on receipt of the approval-in-principle of a
pipeline through southern Yukon. Time is essential.

The period between the start of such an expanded
training program and the start of operations will
probably be five or more years, a delay that should
allow sufficient time to train Yukoners who are willing
to relocate temporarily in southern Canada, and that
should also allow them to achieve the requisite level of
pipeline experience for most of the operation and
maintenance positions. In summary, we recommend
that Foothills be required to develop an extensive
recruiting and training program — essentially an
expanded Nortran program — to ensure that the
benefits of permanent employment accrue to Yukoners
from the start of operations. Preference should be
given to Permanent Yukon Residents.

The program should be funded by Foothills or its
sponsoring companies, and it must be approved and
monitored by the Agency. Foothills and its sponsoring
companies should provide the Agency with whatever
information and access to employment and other
records it may require. The Agency should have the
power to assess substantial financial penalties against
the Applicant for failure to carry out these
recommendations.

We have explained above why we think the policy
board of the Service should cease to exist when the
operation phase of the pipeline begins. However,
because the Applicant must be responsible for a
continuing training and employment program, so that
an increasing number of Yukon residents are employed
in permanent pipeline jobs, the responsibility of
enforcing this policy and, if necessary, of assessing
severe monetary penalties, during the operating phase
should pass to the Government of Yukon.

Until the proposed pipeline through the southern
Yukon begins operation, training in pipeline operation
and maintenance can occur only in Alberta and British
Columbia. Many local residents who are interested in
permanent employment may not be willing to leave the
Yukon for long periods of training. Therefore, a
program of on-the-job training, providing the maximum
number of training positions possible, must be initiated
in the Yukon as soon as the pipeline begins operation.
Again, Permanent Yukon Residents should have first
priority in securing these positions. As they acquire the
skills necessary to qualify for normal employment
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positions, they should have first preference for any
openings that occur. This requirement must form part
of the permit for the pipeline, and it must be monitored
and enforced by the Government of Yukon, which
should be able to asses substantial monetary penalties
to ensure that these recommendations are
implemented. Too often, the history of northern
resource development has been witness to noble
intentions and dismal results. This history must not be
repeated with this project.

A Project Agreement:
Unions, Contractors, and Foothills

At the hearings of the Inquiry we were told that
construction of the pipeline will be a unionized project
and that an agreement with the unions will be
negotiated. We were also told a special agreement, or
several special agreements, will be necessary to cover
labour relations for the pipeline and its ancillary
construction. The reasons given are the following:

1. A special project agreement is ‘‘essential in order to
ensure that there will be no strike disrupting the
building of this line”’ (8-1309).

2. A project agreement must be struck to set out the
scope of union jurisdiction over the pipeline project.
Special negotiations will be necessary to determine the
level and nature of the contracts that should be subject
to collective agreement. Especially important in this
context is the role that local contractors and
subcontractors will play, and the relation they will have
to the work of the project.

3. A special project agreement must be negotiated to
deal with matters that are not part of the standard
agreements, such as a hiring preference for Yukon
workers, a Manpower Delivery Service, and a local
work-pool rotation scheme.

Present Labour Relations in the Pipeline
Construction Industry

The four trade unions that we mentioned earlier control
all union construction of mainline pipelines and
distribution laterals in Canada. This monopoly is the
result of special agreements negotiated between the
unions and the 45 member firms of the Pipe Line
Contractors Association of Canada.

The special agreements, generally of two years
duration, are negotiated by each of the four unions with
the Pipe Line Contractors Association. The term of the
four current agreements extends from May 1, 1977, to
April 30, 1979. They outline the scope of work of the
various trades within each union and cover such
general subjects as union recognition, hiring
procedures, working rules, and grievance procedures.
The agreements also cover special requirements that
must be met in the construction of northern pipelines
and in the standards of northern pipeline construction
camps.

The construction of pumping and compressor stations,
metering stations, and ancillary facilities involves 15
building trade unions, including the four major pipeline
unions. Unlike the four pipeline unions, the other
building trade unions do not have special pipeline
agreements. With a few exceptions, the union
contractors that specialize in this kind of construction
are parties to standard industry agreements with the
building and construction trades. Presumably, in the
absence of special project agreements, these
agreements would be binding. The other building trade
unions have negotiated project agreements in the past.

Mr. James McCambly, Executive Secretary of the
Advisory Board for the Building Trades in Canada, has
testified that a project agreement that ‘‘took in all of
the conditions that applied to all of the trades”’ is not
the current practice in the

industry (MVPI, F181-28085). More common, and the
preferred course for the building trades, is the
negotiation by all the trades of general conditions that
cover common and essential matters and apply to all of
the unions and contractors. The result is a project
agreement covering general conditions that is
appended to the applicable agreement for each trade.
The Syncrude project in general follows this procedure.
On the other hand, there is no Canadian precedent for
special pipeline project agreements that cover the
mainline work of the four major unions. The
construction of the Alyeska oil pipeline in Alaska was
carried out under an overall project agreement
negotiated between Alyeska, the owner company, and
the unions.

A Project Agreement for the Yukon

Economic magnitude alone would seem to demand an
overall agreement for projects such as the Alyeska oil
pipeline and this project. Whatever obligations there
are on contractors and unions are found in contracts,
labour agreements, or legislation.



Mr. Jack Saker, Construction Coordinator of Foothills,
told us that his company is not a party to negotiations
between the unions and the contractors, but it is kept

informed of these negotiations.

As the negotiating process to develop such agreements
is a complex and specialized function, and has evolved
over the years, it should be conducted by the Pipeline
Contractors Association, which has a competence in this
negotiating process, and which can maintain practices
that have been developed, or is in the best position to
develop, and incorporate new practices if they are
required, such as the incorporation of the northern
natives into the work force (2-267).

How then does Foothills intend to ensure that the
terms and conditions concerning pipeline employment,
as contained in the permit, are carried out? Mr. John
Burrell, Vice-President of Corporate Development of
Foothills, said:

... we will ask the contractors to negotiate an agreement
for us, and in that arrangement we’'ll . . . what we will ask
him to negotiate will be an agreement which will include
the terms and conditions, of course, which are set on this
project by the permit and also the policy positions that
the compabhy itself has (7-1224).

The situation has some distrubing implications. The
stipulations in the permit that cover pipeline
employment and training — stipulations that will be part
of the government’s agreement to allow Foothills to
build the pipeline — will be requirements that are made
of Foothills, not requirements made of the unions or
the contractors that Foothills may engage to carry out
the construction work. Such stipulations may become
meaningless if they are not translated into special
obligations that are binding on the contractors and on
the unions. Yet Foothills appears ready to leave these
matters to a negotiating process in which it plays no
role. What may be negotiated into a project agreement
may also be negotiated out of it.

When Mr. John Ellwood, Manager of Northern Affairs
for Foothills, was asked if his company's employment
and training policies and programs might be
constrained by the collective bargaining process, he
said, *‘| guess theoretically it could be restricted by
what comes out of the collective bargaining process in
implementing policies here’’ (2-346). This same
“theoretical’’ problem was acknowledged by Mr.
Richard Littledale, Vice-President of Operations and
Maintenance for Foothills. He recognized that a policy
of preferential hiring of local people, for instance, might
be left to a negotiating process that could view local
hiring differently from the proponent of such a policy ‘‘if
there was a vast number of union membership out of
work’’ (2-348).

The terms and conditions of employment must be
binding and enforceable on all parties affected by
them. At first glance, the obvious answer is to legislate
— to pass a law — to make the terms and conditions of
employment that are contained in the permit binding
on everybody, including Foothills, the unions, and the
contractors. But like many easy answers, this one may
also be fraught with difficulties. As Mr. Saker said,

“If . . conditions are set down unilaterally, the potential
might exist for labour problems when any attempt to
implement these procedures is made at the
commencement of construction’’ (2-269).

Although the recommendations for employment and
training that we have discussed in this report must be
binding on all parties, the general provisions we have
suggested may be implemented and detailed in a
variety of ways. We now suggest that the permit
stipulations for employment and training should not
reflect a greater level of detail than those already
expressed in this report.

The distinction we make here is an important one.
General conditions will be set down by the permit
stipulations. As general principles, however, they will
afford substantial flexibility to parties concerned, so
that they can devise their own best approach to or
mode of implementation of them. As indicated in our
discussion of pipeline employment and training, the
unions generally have accepted the fundamental
principles, if not all of the particular details, that we
have recommended. Many of our recommendations
are closer to the unions’ view than to Foothills’ view of
these issues. By leaving the particular application of
our recommendations to the negotiation process, we
feel confident that results, acceptable to all, will be
achieved.

To guarantee that all of the requirements of the permit
are adhered to by the contractors and subcontractors,
Foothills should be required to give assurance that the
stipulations of its permit are a term of all project
contracts, and that the violation of them will be
deemed to be a fundamental breach of contract. This
violation would permit Foothills or the main contractors
to terminate contracts that have been breached.
Monetary penalties should also be expressly included
in all contracts as an alternative to the termination of a
contract.

Having created contractual obligations to apply the
terms and conditions of the permit, we could simply
leave the contractors to work these stipulations into a
project agreement. However, at least two problems
remain. First, the contractors and unions may not
effectively or accurately translate the stipulations of the
permit into a workable and enforceable project
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agreement. Secondly, the agreement reached may be
difficult and cumbersome to enforce, and only the
contractors and the unions, whose interests may not
always conform to the interests of Yukoners, would be
parties to it. The responsibility for enforcing the
stipulations would run from the regulatory Agency to
Foothills, to the contractors, perhaps to the
subcontractors, and on to the unions. This chain needs
to be shortened.

We therefore suggest that a special three-party project
agreement be struck among the contractors, the
unions, and Foothills. The Applicant needs to be
involved only in matters dictated by the permit. The
three parties might decide to reach an agreement that
is separate and distinct from a more comprehensive
project agreement negotiated exclusively between the
contractors and unions. Whatever the approach may
be, the special agreement should reflect compliance
with the stipulations of the permit and must supersede

provisions in any agreement that inhibits implementation

of these stipulations. As a party to this special
agreement, Foothills would be in a position to enforce
it directly.

This arrangement still leaves the first problem: the
details of the agreement. To solve this problem, we
suggest an additional requirement in the permit. Before
any union member or contractor begins to do any

construction work on the pipeline, Foothills should be
required to obtain a special licence from the Agency to
proceed. The Agency would grant this licence only after
it had approved the special agreement that we have
discussed and that had been duly executed on behalf
of all the unions, contractors, and Foothills. To
facilitate this process, we suggest that the Agency
should participate in the negotiations as an observer.

Finally, this special agreement should also contain a
description of the nature and scope of union
jurisdiction over the pipeline project. It is important
that the role of local contractors and subcontractors
and their relationship with the project be defined
because, throughout our hearings, Foothills has
assured the Inquiry that local contractors would have
access to work on the pipeline. Many local contractors
are not unionized. When asked how this problem would
be handled, Mr. Burrell indicated that it would have to
be worked out between the local contractors and the
unions. We suggested, as one possible solution, the
formation of separate companies by local
businessmen; these companies would be regarded as
union operations for the purpose of pipeline work.
Foothills must work out a satisfactory method to
assure local contractors access to the project, and this
method must be stipulated in the special project
agreement that is presented to the Agency for
approval.









Introduction

The Yukon economy is built on a very narrow base, the
mining and tourist industries, but the major employers
in the Yukon are the federal and territorial
governments. Because no industrial base has
developed to complement the mining industry, the
private sector of the economy is largely dependent
upon the extraction of mineral resources and their
shipment to markets outside the Yukon.

Individuals who rely on wage employment for their
livelihood and who participate full-time in the wage
economy are dependent, either directly or indirectly, on
the strength and growth of these industries and on
continued government involvement in the economy.
However, not all Yukoners have chosen to be fully
dependent on the wage economy; many of them
choose instead to participate in a traditional
land-based economy in which the primary activity is the
harvesting of natural resources by hunting, fishing, and
trapping. Still other Yukoners have chosen to mix
part-time or seasonal wage employment with the
pursuit of traditional activities.

The Applicant’s proposal would create a massive influx
of labour and capital into the Yukon, which would affect
each of these three economies. One problem
confronting the people of the Yukon is how to manage
this project and the economy during the period of
pipeline construction to minimize the adverse effects of
the project on the people themselves and on the
economic activities that are the base of the present
economy. In addition, long-term development of the
Yukon will depend on obtaining from the pipeline
significant economic benefits that can carry over into
the postconstruction period.

The Yukon has experienced large-scale, short-term
developments in the past. During two years at the peak
of the gold rush, more than 30,000 people arrived in
the Yukon, which then had a population of
approximately 4,000. With the construction of the
Alaska Highway during World War |l, the Yukon again
witnessed the effect of an in-migration of more than
30,000 people, primarily American soldiers and
civilians, adding to a population that had once again
fallen to around 5,000. History has shown Yukoners
that short-term booms bring few lasting benefits.

The adverse effects of these intensive, large-scale but
short-term, developments can be very significant,
because large and rapid movements of people and
capital induce high rates of inflation, and destabilize
the economic environment of the existing industry. This

chapter will examine the possible impact of the project
on the Yukon’s population level and how this impact
can be minimized. The probable effect of the pipeline
on the prices of goods and services in the various
sectors of the Yukon economy and on government
finances will also be examined.

The project is quite unlike the Alaska Highway, which
opened up a transportation corridor to and through the
Yukon, encouraging new businesses and services for
the people of the region. Two potential long-term
benefits to the Yukon from the construction of a
pipeline have been suggested by the Applicant: the
provision of a supply of natural gas to the Yukon
communities and the possibility of hydroelectric
developments related to the pipeline project. Both of
these suggested benefits will be discussed later.

This chapter will not analyze in great detail the impact
of the project on the mixed or land-based economies.
There is very little reliable information available on the
significance of these economies to the Yukon as a
whole, or on the degree of the people’s participation in
the different economies. To the extent that the
implications for these economies will be social, and to
the extent that the data are available, they will be
discussed in Chapter 7. However, one of the most
pressing needs revealed by this Inquiry has been the
need for better statistics and more detailed information
about the region’s economies.

In-migration

The Foothills construction schedule calls for roughly
2,000 to 2,300 workers to be employed on pipeline
construction during the peak period of two summers
and one winter, with a somewhat smaller work force in
the year following the second summer. The Yukon
labour force of approximately 11,000 does not have the
manpower, the skills, or the experience to meet the
demand for labour that this kind of construction will
generate, or for the secondary activities that will be
associated with pipeline construction. Therefore, the
majority of workers needed to fill these jobs will have
to come from outside the Yukon.

The Attraction and the Problem

If the pipeline project proceeds, its size, the publicity
given it, and the prospect of high wages will draw 55
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thousands of people to the Yukon. The project has
been described as the largest private construction
project in history, and many romantic, but ill-informed,
persons will be tempted to seek their fortunes in a land
that is still famous for the gold rush of 1898. It should
be noted that this process has already begun. Mr.
Herbert Doris speaking at a community hearing in Faro
in June commented on the current situation:

Already we have an influx of transients into the Yukon
and [as] we shall see in the future, the number will
increase until all available accommodations will be filled.
People will be camping anywhere they can find a suitable
spot, preferably close to a community where they can
buy groceries and necessary items, all waiting for a job
on the pipeline (20-2617).

The Applicant has already been called upon to issue
press releases in southern Canada to advise the public
that job opportunities related to the pipeline at present
do not exist in the Yukon.

Yukon communities will have to accommodate the
needs of these in-migrants, often at considerable
financial and social cost, only to see most of them
leave at the end of the construction period. The
anticipated social and economic impacts of massive
in-migration have been a major source of concern in
the Yukon, as demonstrated by Commissioner Art
Pearson’s testimony before the Inquiry:

| refer to the truly frightening prospect of an uncontrolled
in-migration of southern Canadian workers stampeding
into Yukon, looking for employment on the pipeline
project. | state now for the Board’s information and for
the record that an uncontrolled influx, a stampede of
southern Canadian workers into Yukon will do
irreparable harm to the Yukon, its communities, and its
people. All manner of problems will flow from such an
influx and it must not be allowed to happen (43-5856).

Although the pipeline will be built through three
provinces and Alaska, as well as through the Yukon,
the problems of in-migration are expected to be most
acute in the Yukon. Conflicting and inconclusive
evidence was presented to the Inquiry on the
maghnitude of problems that have been coincidental
with rapid population growth in the Fort McMurray area
of Alberta during the development now going forward
there of the Athabasca tar sands. Evidence regarding
in-migration during pipeline conscruction near Fort
Nelson, British Columbia, during the mid-1960s
suggested that it had caused few problems there, but a
sharply contrasting picture emerged from testimony on
the impact of in-migration during recent construction
of the Alyeska oil pipeline in Alaska.

During construction of the Alyeska pipeline in the
1974-75 period, an estimated 80,000 to 100,000 people

migrated to Alaska, a substantial addition to the
existing population base of approximately 330,000.
Pressures created by these in-migrants intensified the
dislocations that are inevitably caused by massive
projects of economic development. Local economies
were destabilized, the demand for government and
commercial services escalated, and the rate of inflation
rose far more quickly than that of the United States as
a whole.

The magnitude of the Foothills project, relative to the
Yukon economy, is at least comparable to the size of
the Alyeska pipeline in relation to the Alaskan
economy. In addition, the history of the Yukon and its
romantic role in Canadian folklore closely resemble
that of Alaska in American folklore. By contrast, the
construction of a pipeline in northern British Columbia
took place without attracting national attention. These
factors have led the board to conclude that the recent
Alaskan experience is more valuable than that in
British Columbia for gauging the volume of in-migration
in a locale such as the Yukon and in predicting its
social and economic impacts. Differences between the
two projects will arise from the way in which the
situation in the Yukon is managed rather than from
differences in the situations.

In fact, given the small and widely dispersed population
of the Yukon, its local infrastructures seem even less
capable of accommodating a large influx of in-migrants
than was the case in Alaska. Except for Whitehorse,
the communities of the Yukon are quite incapable of
absorbing many new residents. The arrival of a very
large number of highly mobile, transient workers who
expect to find high-wage employment on the pipeline,
and who are accustomed to the comforts of southern
Canada, could strain or break the communities’
capacity to provide goods and services at existing
standards.

The degree of the ensuing social disruption and
economic dislocation would vary, depending on such
factors as the population of each community and its
proximity to a construction camp; the route chosen for
the pipeline; the success of various programs that
would be implemented to discourage in-migration; and
the Applicant’s ability to avoid delays in construction
that could be compensated for only by hiring yet
greater numbers of workers. Of the communities along
the pipeline routes being considered in this report,
those with predominantly Indian populations would be
particularly susceptible to social, economic, and
cultural upheavals.

The history of the Yukon offers numerous examples of
large, volatile, and virtually uncontrolled movements of
population and of sudden growth, accompanied by



short-term benefits, followed by a severe economic
decline and human distress. In presenting evidence
before this Inquiry, all witnesses — whatever their
attitudes might be towards other matters — were
unanimous in insisting that, if the project is to go
forward, it must do so in a controlled and orderly
manner. This attitude is reflected in the testimony of
Mr. R. Campbell, speaking for the Whitehorse
Chamber of Commerce. He stated, ‘“The Chamber has
in the past, taken a position in support of the Alaska
Highway route, but has also stated that an orderly and
controlled project is needed if Yukon is to benefit from
pipeline-related development’’ (9-1466).

Planning must be predicated on the assumption that,
without such control, in-migration of a volume
proportional to the Alaskan experience is a distinct
possibility in the Yukon. To ensure orderly growth, two
controls are essential: in-migration must be restricted
to those persons actually required for the construction
of the project, and for the secondary activities
associated with it; and measures must be devised that
will minimize the adverse economic and social effects
on the local communities caused by the in-migrants
who come to work, or to look for work, on the pipeline.
A first step in controlling in-migration and its
associated impacts is an accurate assessment of the
number of in-migrants that are likely to arrive.
Although there are adverse implications from either an
understatement or an overstatement of in-migration,
the risks associated with an understatement are
considerably more significant.

Estimating In-migration

In-migrants may be divided into two classifications:
those who have been hired for work in southern
hiring-halls and those who arrive in the Yukon hoping
to find work on the pipeline or elsewhere in the Yukon
economy. If the Applicant’s proposed southern-hire
policy (described in Chapter 5) is effective, no pipeline
jobs will be available to workers from outside the
Yukon who were not previously hired for such work in
southern Canada. However, many of those looking for
work in the Yukon will be able to find employment in
other sectors of the economy, because more jobs will
be created than can be filled by Yukoners.
Nevertheless, there will no doubt be many who will fail
to find jobs, and there will probably be a small and
possibly troublesome number of persons who will
arrive without any intention of finding employment,
‘“the con-artists and deadbeats and assorted
undesirables’ as Mr. Bob McCauley of Carmacks
termed them (28-3268).

Foothills has estimated that the total population
increase during the peak period of construction will run
to about 4,600 persons. Of these, some 1,600 will be
housed in isolated construction camps, which,
according to the Applicant, means that they will have
no significant impact on the Yukon economy. The
remaining 3,000 will include construction workers who
will not be living in camps, in-migrants working in
secondary activities associated with pipeline
construction, and their dependents. The influx of
in-migrants will be concentrated in the initial stages of
each construction season, and it will be
disproportionately large during the summers. Foothills
contends that their impact will be no different from that
of the tourists, of whom about 300,000 visit the Yukon
annually. This view was expressed by Mr. John
MacLeod for Foothills:

| also say it is very difficult to make a distinction between
these people and a typical tourist. The average tourist
that passes through here seems to be Alaska bound, and
he only stays here for a couple of days and | expect to
see the same pattern with employment seekers
(29-3420).

The Applicant has made no estimate of the number of
in-migrants likely to remain in the Yukon as permanent
residents after the construction phase is completed,
other than to estimate the number of persons who will
be involved in the operation and maintenance phase,
the number of people in jobs induced elsewhere in the
economy, and their dependents. If the Alaska Highway
route is chosen, 110 persons will be required for the
operation and maintenance of the pipeline, and
another 79 will staff the Applicant’s Whitehorse office,
along with the additional people that will be required by
the increase in the economy that these new residents
will represent. Twelve additional operation and
maintenance employees will reside in Watson Lake,
although they will be employed by Westcoast
Transmission to operate and maintain a section of the
pipeline that runs through northern British Columbia.
Although the number required for operation and
maintenance is relatively small, and it may be
composed at least partly of Yukoners trained through
the Nortran program, it will surely have some impact.
For example, in Beaver Creek, one of the communities
along this route, there will be 22 employees required to
man a compressor station nearby, and the population
there could be increased by as much as 40 per cent. In
Beaver Creek and the other small Alaska Highway
communities where the operation and maintenance
staff will be stationed, the local people look forward to
the additional services that a larger population would
warrant.
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The Applicant has stated its willingness to undertake
programs to lessen the impact of in-migration. It is
clear, however, that Foothills’ in-migration estimates
were based on the assumption that its policies and
programs, such as the southern-hire policy, a
Manpower Delivery Service, and others discussed in
Chapter 5 would be successful in sharply limiting
in-migration. These estimates are open to serious
question and were subjected to extensive scrutiny
during the Inquiry’s hearings.

Of the numerous critics, the Urban and Rural Systems
Associates (URSA) panel offered the most trenchant
criticism and divergent figures. Based on an
investigation of in-migration to Alaska during the
construction of the Alyeska pipeline, and an analysis of
the Yukon economy, the URSA panel estimated that
approximately 1,800 jobs would be created elsewhere
in the Yukon economy during the period of peak
construction. They concluded that between 20,000 and
30,000 in-migrants would be drawn to the Yukon
during that two-year period, and that the project would
generate an annual average net population increase of
between 6,000 and 8,000 persons in each year (Exhibit
145, Evidence of URSA, p. 17). In arriving at these
figures, they took into account the Applicant’s declared
intention of avoiding the Alaskan in-migration situation.
Nonetheless, they concluded that, even with advance
planning directed at controlling it and programs to
mitigate the effects of unavoidable in-migration, the
higher visibility and accessibility of the Yukon project
would largely offset the benefits of the proposed
programs.

The URSA panel’s estimates and conclusions were not
the only ones at variance with those of the Applicant,
although they showed the greatest discrepancy. Other
witnesses also presented evidence on in-migration that
called into question the Applicant’s assumptions. Three
criticisms were levelled against Foothills’ estimates.
First, it was suggested that Foothills had
underestimated the labour force that would be
required to complete the project according to the
schedule it had proposed; second, that the Applicant
had underestimated the effect the project would have
in stimulating other sectors of the economy, because it
had minimized such things as the impact of
construction camps on local business; and third, that
the Applicant had erred in assuming that an
unemployment rate of 12 per cent in the Yukon would
act as a deterrent to in-migration.

Manpower Requirements

As in any major economic development, manpower
requirements are directly tied to the project schedule:
delays are most costly and more complicated than the

hiring of additional workers. As testimony by the
Applicant indicated, it would cope with any delay in the
construction schedule by increasing the number of
workers on the job (31-3745-47). Adherence to a
schedule is, in turn, dependent on a number of
unpredictable variables, such as the weather;
coordinating the manufacture, supply, and delivery of
construction components; unexpected mechanical or
technical problems; consultations with monitoring
agencies; discovery of archaeological sites; and
productivity of the labour force. Of all these variables,
the Applicant’s estimates of productivity were
examined most thoroughly.

Foothills’ estimates of productivity for the Yukon
portion of the pipeline run a full 20 per cent higher than
the estimates of the productivity of American workers
for the Alaskan portion of the route. Although
somewhat higher productivity might be expected
because of easier terrain and the expertise of Alberta
Gas Trunk Line and Westcoast Transmission —
Foothills’ major shareholders — in building pipelines
through western Canada, Foothills’ projections have
been treated with skepticism from many quarters. The
United States Federal Power Commission, in its
Recommendations to the President, stated, ‘‘Perhaps
there is an explanation for the vastly higher and
constantly increasing productivity for the Alcan
members in Canada, but none is apparent from the
material provided’’ (VIII-38).

Any change in route might also alter manpower
requirements dramatically. The Klondike Highway and
one of the Tintina Trench routes are approximately 20
and 10 per cent longer, respectively, than the Alaska
Highway route, and the use of either of these other
possible routes would directly affect manpower
requirements and, as a consequence, the accuracy of
Foothills’ in-migration estimates. A route within the
Tintina Trench would require construction of a local
road along at least one-fifth of its length which would
require additional manpower.

In standing by its estimates, Foothills also denied that
the gross underestimation that occurred on the
Alyeska project, for which only 6,000 to 8,000 workers
were thought to be necessary while 24,000 were
ultimately required, would be repeated in this project.

Induced Jobs

In claiming that a maximum of 420 jobs would be
created in sectors of the economy other than pipeline
construction, Foothills seems to have underestimated
the impact of its own project on the Yukon economy.
The size of Foothills’ project will create new jobs for
in-migrants in virtually every part of the economy.



Secondary jobs will be generated in many
pipeline-related industries and, at the same time, new
jobs will be indirectly generated in service industries,
such as hotels, restaurants, and social services. In
addition, neither Foothills’ nor URSA’s estimates make
allowance for any increase in manpower over Foothills’
original projections. More construction workers on the
project will certainly create more jobs elsewhere in the
Yukon economy.

In estimating the number of non-pipeline jobs that
would be created by the project, Foothills excluded the
vast majority of these secondary and indirect jobs and
limited its definition of pipeline-induced jobs solely to
those created by the expenditures of Yukoners
employed on the project. However the effect of the
construction workers, and of the in-migrants employed
in secondary and indirect jobs and living with their
dependents in Yukon communities, will be to create
still more jobs in the Yukon economy. A multiplier was
used by Foothills and other parties to attempt to
quantify the ultimate effect of the number of
construction jobs on the total number of secondary
and indirect jobs that will be created in the economy.
Because of the assumptions Foothills made about the
effect of policies discussed earlier, Foothills estimated
that its project would have a very limited multiplier
effect.

It should be immediately apparent that the Applicant’s
project will stimulate the Yukon economy and create
many forms of employment that could provide job
opportunities for in-migrants. For instance, the
provision of goods and services to 1,600 workers living
in construction camps will require the development of a
network of facilities and personnel in communities
along the route, particularly in Whitehorse. Just as
Fairbanks was the staging base for Alaskan pipeline
activity, so Whitehorse will be for the Yukon project.
The Applicant rejected this analogy, claiming that
Whitehorse would be only one of three depots for the
project. However, at present, only Whitehorse has the
infrastructure to serve as a major depot, and the city
will undoubtedly become the primary supply centre for
the project.

Personnel working in servicing capacities, such as
those that will be required in Whitehorse, were not
included in the Applicant’s estimates of
pipeline-related jobs. The URSA panel projected that
the multiplier effect discussed earlier would be
significantly higher than Foothills’ estimate and that
1,800 secondary and indirect jobs would be generated
by Foothills’ peak employment of 2,300 people.

In 1975, when a peak labour force of 24,000 people
was employed on construction of the Alyeska project,

approximately 35,000 new jobs were created elsewhere
in the Alaskan economy. Most of these new jobs were
attributed to economic activity generated by the
pipeline (Exhibit 145, Evidence of USRA, p.4).
Although the Yukon economy is less developed than
that of Alaska, and relatively fewer secondary and
induced jobs will be created by construction activity in
the Yukon than were created in Alaska, it seems
certain that there will be more jobs created in the
Yukon than the Applicant has predicted, and that most
of these jobs will be filled by in-migrants. In addition to
these induced jobs, many Yukoners are likely to
transfer from jobs they hold at present to take
advantage of higher paying pipeline construction
employment. The openings will become available for
in-migrants who cannot obtain employment on the
pipeline.

Unemployment

Experience with other projects of this type indicates
that, despite the rapid growth in job opportunities, the
number of in-migrants will initially raise the rate of
unemployment above the rate that existed before the
project began. During the hearings, Foothills testified
that a high rate of unemployment would act as a
deterrent to in-migration and that workers would not
go to the Yukon if their chances of getting a job were
no better there than elsewhere in Canada. But we
cannot doubt that the excitement, the activity, and the
possibility of the opportunities generated by such a
project will offset any sober appraisal based solely on
the number of jobs available. Workers eager to earn
high wages will regard the situation as a lottery and,
because of the high turn-over rate and the active
labour market, an individual’'s assessment of the
chances of eventually finding work will not be totally
unrealistic. For others, money may be of only
secondary importance, merely one aspect of the
adventure of participating in a major and
well-publicized undertaking.

The Alaskan experience demonstrated that
unemployment alone did not deter in-migration. The
Alaskan situation is not quite analogous to the Yukon
situation because no attempt was made to stem
in-migration before the project began. Although an
advertising campaign ‘‘Operation Intercept’’, designed
to discourage in-migration, was subsequently
instituted, the fact that all hiring was done in Fairbanks
seems to have cancelled whatever effect the
advertising may have had. Foothills is assuming that its
policies will avoid the Alaskan experience, but they
have undoubtedly overestimated the probable success
of their advertising and southern-hire policies.
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Conclusions and Recommendations:

It is plain that a certain degree of in-migration of labour
will be necessary to build the proposed pipeline and
that the impacts of in-migrants over and above this
number could seriously disrupt the Yukon’s social and
economic life. The Applicant has proposed policies
that, if strictly enforced, should reduce the number of
in-migrants arriving in the Yukon. As discussed in the
previous chapter, the hiring of non-Yukoners in
southern hiring-halls, and the proposed advertising
campaign to deter speculative in-migration, should
dissuade a significant number of potential job seekers
from going to the Yukon. However, the Applicant
appears to have substantially underestimated the
number of in-migrants likely to go there, and it has
developed policies that, even if successful in their own
terms, will be far from successful in really controlling
in-migration. More careful consideration of the figures
involved and of the possibility of finding other ways to
limit in-migration are essential. All of these policies
should bring pressure to bear on in-migrants to pay
their own costs rather than passing them on to the
community. Policies should be also directed toward
deflecting in-migrants and transient job seekers from
the smaller and most sensitive communities of the
Yukon.

Local Economy

In testimony before the Board, the Yukon business
community indicated strong support for construction of
a pipeline. Businessmen anticipate that the demand for
goods and services generated by the pipeline and by
pipeline-related activities will stimulate widespread
economic growth. In recent years, the Yukon economy
has been growing unevenly with expansion in
government services, but with no growth in tourism or
mining. They sought assurance from Foothills that
Yukon businesses would be able to participate both in
construction of the pipeline and in secondary activities
related to the project.

Not all business interests will benefit equally from the
increased economic activity generated by construction
of the pipeline. Some industries, particularly mining,
will have to pay higher costs that would not be offset by
an increase in production or sales. The benefits to local
businesses will depend on the route that is chosen: the
benefits to communities off the route will not be as
significant as the benefits to those along it.

Projects on the scale of the proposed pipeline create
problems both for local businesses and for their
customers, of which more will be said in the next
section of this report. Businesses that do not
participate in the project will reap little or no benefit
from it, but participation may require a substantial
capital expenditure to enable a firm to expand
sufficiently to meet the demands of a client like
Foothills.

In the period following construction of a pipeline, when
the stimulus of the project has disappeared and the
population has dropped to a level slightly higher than
its preconstruction level, the businesses that have
expanded will inevitably be left with a capacity that
exceeds the needs of the permanent residents of the
region. The much smaller permanent population must
then pay the costs of the earlier temporary expansion.
Commissioner Pearson expressed his fears about the
boom-and-bust cycle.

| suggest that one of the problems that has occurred in
other places where you don’t control in-migration and
you don’t control the boom-bust economy is, indeed,
that you have over-expansion of your facilities so that,
when the boom is gone, we’re left with a lot of facilities
that are uneconomic. We’'re well aware of that syndrome
and are doing our best to control it (45-6092).

Prices and Quality of Service

During the construction phase, increased aggregate
demands created by the project’s requirements and by
the requirements of in-migrants will create severe
inflationary pressures, because the expansion
necessary to increase supply will lag behind the
growing demand. For highly paid predominantly
in-migrant construction workers, inflation poses no
particular problem. For Yukoners who are not
employed on the pipeline, and particularly for persons
living on fixed incomes or whose wages are not
increased as a consequence of the project, this
inflation will seriously erode their ability to maintain
their customary standard of living.

During construction of the Alyeska pipeline, the rate of
inflation in Anchorage was aproximately 30 per cent
higher than the national rate of the United States. The
cost of living data indicate that this difference was even
greater for the Fairbanks area, the area most affected
by pipeline construction. The difference between
Alaskan and national inflation rates, during this period,
was attributable primarily to causes within Alaska, of
which construction of the Alyeska pipeline was the
most significant.

In addition to bearing the costs of expansion and
inflation, Yukon residents worry that they will suffer



from deteriorating services, a fear expressed by Mr. G.
Sutta of Mayo: ‘It seems only to take — to obtain a
minimum of maintenance — and if now, the pipeline job
shows up, the best man and the best equipment will
undoubtedly be diverted to the pipeline job, leaving
just the rest for the outlying communities’
(23-2881-82). The pressure on businesses and services
to meet the schedules of the largest customers will
often supersede concern for meeting the demands of
local smaller customers. Many businesses are likely to
find it difficult or impossible to serve efficiently an
expanded clientele and to train new staff to meet the
expanded demands. A high rate of turnover will reduce
the quality of the service. The turnover of staff in
Alaskan banks, for example, in 1975 was more than
one hundred per cent (7-1162). Clearly, participation in
the pipeline project will pose problems during both the
construction and the postconstruction phases for local
businesses and their long-term customers. If inflation,
the creation of excess capacity, and deteriorating
service are to be avoided or, at least, minimized, local
business participation in the project will require careful
planning.

It is difficult to assess the present ability of Yukon
businesses to increase their capacities, mainly because
the Yukon economy is already heavily dependent on a
physical and economic infrastructure that supports a
tourist industry. Every year, the Yukon receives more
than 300,000 tourists, an indication of the economy’s
ability to expand and contract as the great majority of
these tourists arrive in the summer. Nevertheless, we
should not assume that this kind of excess capacity
can be easily reoriented to meet the demands of
pipeline construction and in-migration. Moreover,
during the summer, unless tourism is seriously
curtailed, the demands related to the project will be in
addition to the demands of tourism.

Local Business Participation

Foothills has made no explicit statement of the extent
to which local businesses may be involved in the
project, although it has issued statements of general
policy that promise to maximize, within the practicable
limits, local participation, and has indicated a
willingness to explore ways to organize and plan its
dealings with local businesses to minimize the
pressures that would lead to inordinate inflation or
expansion. To accomplish the objective of maximizing,
within practicable limits, the participation of local
businesses, Foothills has initiated discussions with
representatives of the Whitehorse Chamber of
Commerce, Yukon Contractors Association, etc. These
discussions are designed

i) to ensure that Yukon businessmen are aware of the
opportunities to participate in and benefit from the
construction and operation of the proposed Alaska
Highway pipeline project;

ii) to ensure that the Foothills’ purchasing policies
reflect any special circumstances or needs of Yukon
businessmen; and

iii) to develop a bidders’ list composed of potential
Yukon suppliers of goods and services to the pipeline
project. Foothills has issued the following policy
statement on the role of local businesses in the
construction phase:

(a) As a matter of policy, Foothills will encourage local
entrepreneurship and will wherever practicable use
Yukon firms to perform work. It will obtain its supplies
and services including transportation from local
businesses to the extent that supplies and services to
residents will not be unduly inflated in cost or
depleted in number.

Foothills will locate its construction headquarters in
Whitehorse where close contact can be maintained
with northern companies and organizations.

~

(b

(c) Contractors and sub-contractors on our project will
also be required to purchase from local business
wherever practical and where there will be no adverse
effects on community supplies or services.

(d

-~

Foothills will identify the business opportunities which
are potentially available to the local businessmen in
light of their capabilities and desires. The local
Chambers of Commerce and other business
organizations will play an important role in this
identification of opportunities.

(e) Whenever practical, contracts will be made available
by Foothills in proportions which will be manageable
by small local firms.

(f) Whenever possible, a greater than normal lead time
with regards to bidding on contracts will be provided
the local businessman (Exhibit 5, Socio-Economic
Policies and Undertakings, pp. 14-15).

The schedules and timing of the project will be of the
utmost importance to business participation in it. A
long lead time, before construction begins, will be of
greatest benefit to small businesses, for it will enable
them to make long-term plans for expansion, training
new employees, and stocking inventory. New
businesses can be established during this period,
thereby increasing the capacity of the Yukon economy.
Capital investments that require a long time to process,
deliver, and install can also be carefully planned.

Timing will also prove to be a key element in helping to
control the inflationary pressures, which will be more
intense the more rapid the build-up of men and
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materials. The distribution of activities over a longer
preconstruction period will lessen the demands on
local business and manpower. Such a distribution
would also lead to more efficient use of the capacity of
existing businesses and lengthen the pay-out period
for their increased facilities.

To benefit from the project and to limit its detrimental
inflationary effects, local businesses will be dependent
on the Applicant’s willingness and ability to establish
procedures designed to facilitate their participation.
Thus far, the Applicant, although acknowledging the
need for such arrangements, has made no specific
commitment to implement them. We recommend that
such a commitment be worked out in consultation with
representatives of local businesses and industry and
that this commitment be followed by the elaboration of
a program for effective local participation.

Before considering the ways in which some sectors of
the business community are likely to be affected by the
project, it is useful to examine the probable impact on
individual Yukoners of the economic activity induced
by the project.

Local Inflation

Apprehension was expressed in almost every
community about the expected inflation the pipeline
construction will cause and its effects on individual
Yukoners, especially because of higher prices for
staple goods and services. In Dawson, Mr. S. Taylor
expressed the general concerns that “just as in the
gold rush days, when housing was at a premium, here
today, pipeline influx will force housing prices up and
the cost of real estate will skyrocket’’ (24-2987).

We know that prices in the Yukon are aiready high.
Statistics Canada does not include any Yukon
community in its consumer price surveys, and there
have been no private surveys conducted on a regular
basis. Certain limited evidence from the Food Prices
Review Board suggests that food prices in the Yukon
are from 20 to 40 per cent higher than in Edmonton or
Vancouver (Exhibit 33, /nitial Environmental
Evaluation of the Proposed Alaska Highway Gas
Pipeline, Vol. 1, p. 565).

A food price study released in July of this year by the
Anti-Inflation Board showed that the weekly cost of
groceries in Whitehorse was second only to Yellowknife
among Canadian cities and was almost 30 per cent
higher than the Canadian average (Whitehorse Star,
July 22, 1977).

Many reasons are advanced to account for this
difference in the price levels. High transportation costs
owing to the low volume of sales and the distance from
primary suppliers, high operating costs owing to high
energy prices and rapid labour turnover, and lack of
competitive pressures both among the southern
wholesale suppliers and the northern retailers are a few
of the important factors. The Yukon imports almost all
of its food and virtually all of its manufactured
products.

The high cost of living in the Yukon is somewhat
mitigated by the generally higher incomes. The average
income in the Yukon was higher than in any of the
provinces in 1972, and we think this comparative status
has been maintained up to the present. However, these
data do not accurately reflect the situation of the whole
Yukon population: high incomes are earned only by
persons who participate exclusively in the wage
economy. These incomes are averaged with the low
incomes of persons who live in the traditional and
mixed economies.

Concern at the community hearings centred on the
condition of people with low incomes, for their incomes
would not rise sufficiently to offset their loss of
purchasing power that the pipeline project will cause,
when induced inflation will complement the general
inflation. Mrs. Shirley Lindstrom in Mayo considered
the problem of individuals who are dependent on social
assistance.

There will be opportunities for the local businesses. What
kind of benefits will this offer people who are on fixed
incomes? People who are old age pensioners, welfare
recipients, people who have been hurt and can’'t work
anymore? These are also the people who will have to try
and survive when prices and everything in the stores and
the hotels, the restaurants, the gas stations, go up. There
are rises of prices now for the tourist season, but this will
be worse and will last much longer than the summer
months (23-2894-95).

The Applicant has recognized that there will be
pressures to increase the price of goods, services, and
wages, and it has proposed a number of policies,
described above, to moderate these pressures.
Foothills also believes that local businesses can realize
certain economies of scale, during the construction
period, with a higher volume of sales and more efficient
use of capacity, a more rapid turnover of inventory,
and the ability to operate year-round. Adapting an
infrastructure that is designed to deal with a large
influx of summer tourists to operate all year round
would not only increase the capacity of the economy, it
would also moderate inflationary tendencies. Many
local businessmen supported this view and agreed that



the project could be managed without runaway
inflation.

However, a number of parties questioned this
optimism. Relying on the Alaskan pipeline experience,
the Alaska Highway Pipeline Panel predicted a
significant increase in the cost of living throughout the
Yukon and significant wage increases that would not
be uniform across the economy. Other witnesses
supported this opinion. Pipeline construction will
inevitably lead to high rates of inflation in the Yukon,
and there will be large increases in demand as
spending by the Applicant and by pipeline employees
augments the demands of local Yukoners, who will also
have higher incomes. As wages rise and labour
turnover increases, businesses will confront higher
operating costs. Foothills’ policies and the more
efficient use of an infrastructure designed to service
tourists will have only a minor effect on moderating
prices. The increased capacity of new businesses and
increased business activity should also moderate
inflation, but the sizeable increase in demand will more
than offset any of these moderating effects.

Price increases will affect the Yukon business and
labour communities unevenly. Persons living on fixed
incomes will suffer special hardship. Persons living on
pensions that are currently indexed to the national rate
of inflation will suffer because the local rate of inflation
will be much higher. Nor will all workers be able to earn
wages high enough to protect themselves against the
high local rate of inflation. Although the high wages
resulting from overtime involved in pipeline
construction work should cause a general increase in
wages elsewhere in the Yukon, because other
businesses will have to pay higher wages to retain their
present staff and to avoid higher turnover rates, not all
wages will rise by the same amount.

The experience in Alaska was that, although all
sections of the labour force saw their income rise
during the years of pipeline construction, the wages for
almost 40 per cent of the labour force did not rise as
rapidly as the rate of inflation. Government employees,
office workers, and persons working in retail outlets,
such as general merchandise, clothing, and food
stores, and in service industries, such as hotels, were
particularly affected. Unorganized workers, who could
not bargain effectively to recover incomes eroded by
inflation, were especially hard hit. By comparison, the
number of workers employed by construction
contractors increased by over 75 per cent, and their
average incomes, after allowing for the effect of
inflation, increased by over 50 per cent (Exhibit 33,
Initial Environmental Evaluation of the Proposed
Alaska Highway Gas Pipeline, Vol. 1, p. 575-76).

Individuals who live by a mixed or a land-based
economy will also suffer disproportionately from
inflation. It is unlikely that wages from seasonal
employment and the returns from labour invested in
traditional activities will rise at a rate to match the
increases in the prices of food, clothing, housing, and
services.

Because nearly all Yukon communities are supplied
from Whitehorse, prices elsewhere will depend upon
the prices there. But in the communities located along
whichever route is chosen, there will be an intensified
upward pressure on prices, as the local residents
compete with construction workers and the Applicant
for goods and services.

Recommendations

Compensation should be paid to people who do not
participate directly in the benefits of construction, but
who suffer from the inflation that it has induced. A
system of compensatory payments, paid for out of tax
revenues generated by the project, may be necessary
to eliminate the adverse and discriminatory effects of
inflation.

Supplementary payments to Yukoners receiving
old-age pension payments, social assistance
payments, and unemployment insurance compensation
should be paid for out of this fund and tied to the
inflation differential between the Yukon and the rest of
Canada. These supplements should be available only
to persons who are included in the definition of a
Yukoner, as defined for purposes of preferential hiring
(see Chapter 5).

It is recognized that the price of certain staple
commodities or services should be controlled or
subsidized. For example, in the section on social
impact, we discuss the need to subsidize day care
services for children. We therefore recommend that the
Department of Indian Affairs and Northern
Development undertake a study to identify groups
other than those on fixed incomes whose incomes will
not keep pace with pipeline-induced inflation, with a
view to determining whether or not the prices of certain
goods and services might be controlled or subsidized
to offset the discriminatory impact of the inflation. it is
recognized that supplementary payments to persons
living on fixed incomes will not compensate everyone
who may suffer from inflation induced by the project.

Statistics Canada should begin to include Yukon
communities in the consumer price index. If practical,
Yukon communities should have individual price
indices separate from the Yukon index. Price
movements, and therefore compensation, are likely to



64

vary across the Yukon, depending on the pipeline route
that is selected. Indexing should begin at once to
establish a data base for the construction period.

It is also recommended that the Yukon government
should implement a rent-control program for
residential premises as soon as possible. This program,
which should not apply to new housing or to new rental
accommodation, would, if combined with security of
tenure, protect Yukon residents who were living here
before pipeline construction began, while leaving rents
payable by non-residents free to rise and thereby to
function as a disincentive to in-migrants.

Impacts on Various Economic Sectors

Mining

In 1975, according to the Yukon Chamber of Mines,
mineral production in the Yukon was worth some $229
million. About 1,300 workers are directly employed in
mining, and another 1,300 are engaged indirectly in
secondary industries, such as transportation and
services. Four major mines are now operating in the
Yukon: asbestos at Clinton Creek, copper at
Whitehorse, lead-zinc at Faro, and silver-lead at Elsa.
The production of the Cyprus Anvil mine at Faro,
together with the coal it uses from a small mine at
Carmacks, is said to represent 40 per cent of the
Yukon economy (45-6203). There are also placer mines
operating on a seasonal basis in the Burwash Landing
area. Mineral exploration, which declined in the early
1970s, has shown recent increases, reflecting rises in
the price of many metals.

The future of these mining operations is uncertain. The
reserves of three of them may be depleted by 1981, but
the Faro mine will continue to produce, and there are
five prospective mines that may begin production in the
1980s. One of these prospects is near. Faro; the other
four are in the Macmillan Pass area, northeast of the
Tintina Trench (see Figure 7).

Although the Yukon Mine Operators Association has
not actually opposed construction of the pipeline, it has
refrained from supporting it, because the association
does not anticipate any direct benefits to its members
from it. Indeed, witnesses representing the mining
industry emphasized the likelihood of adverse
short-term effects to them. Mr. Jim OIlk, Vice-President
of the Cyprus Anvil Mine, drew attention to ‘‘labour
scarcities, particularly in the skilled trades, and the
disproportionate wages that might severely affect both
the industry itself and the companies which provide
goods and services to the industry’’ (45-6219). The
mining industry also feared that its labour force would

be used as a reservoir for the labour demands of the
pipeline project. Transportation costs in the Yukon are
also likely to rise. The mining industry relies extensively
on the Yukon road system to transport its products to
Whitehorse, and road traffic will be slowed or disrupted
during the construction period.

Because the mining industry must sell on the
international market, it cannot pass on these increased
costs. Rising costs, combined with early construction
of the pipeline, could hasten the phasing out of the
marginal mines mentioned above, and new mining
developments will very likely be delayed to avoid
competition with pipeline construction.

Mr. Vic Jutronich, speaking on a panel presented by
the Yukon mining industry, gave a possible example of
the effect of this competition.

Originally | was supposed to have somebody else with
me, who represents one of the new mines coming into
the Yukon. [If] the decision was left to me as an individual
to get that mine going right now, | will delay it at least five
to ten years. The reason being that, if they start
construction now, and try and run it at the same time as
a pipeline, they will not be able to compete. As | say, the
feeling that | would have as an individual would be to
delay that (48-6772).

Coordination between mining activities and the timing
of the pipeline construction could even out the
depressive impacts on the Yukon economy that
otherwise would occur both at the time of the phasing
out of some existing mines and when the pipeline is
completed.

Despite some short-term problems that the pipeline will
cause, some witnesses from the mining industry
foresee some benefits from possible hydroelectric
developments that would not only supply electricity to
the pipeline but would also have sufficient excess
power to provide electricity for new mines. Because the
potential hydroelectric development sites and the new
mines are both located in the vicinity of the Tintina
Trench, the mining industry favours its use as a
pipeline route. The infrastructure of towns and roads,
which would be built during construction of the
pipeline, would then be available to facilitate later
mining development.

Mayor Rennie Mitchell, spokesman for the town of
Faro, supported the Tintina Trench route and predicted
that the “‘pipeline project could provide the energy and
transportation infrastructure that is required as a
stimulant for subsequent development of new mining
projects’’ (45-6204). The underlying assumption here is
that the pipeline would provide a sufficient demand to
support new hydroelectric development in the region.



This assumption is discussed in more detail later in this
chapter, but preliminary analysis suggests that the
anticipated benefit is unlikely to be realized.

Tourism

Although tourism has levelled off in recent years, it
continues to provide a high level of seasonal
employment. Over 300,000 visitors spend about $25
million in the Yukon annually. Because tourism is highly
dependent on the Yukon’s network of roads, and
particularly on the Alaska Highway, it appears likely to
suffer during the construction phase of the pipeline.
The Government of Yukon, in its submission to the
Inquiry, outlined several of the short-term and
long-term consequences of the pipeline on the tourist
industry.

Conflicts are likely in the utilization of accommodation,
transportation and food services, and any
monopolization of these services by the pipeline would
be to the detriment of the tourism industry on both an
immediate and a wider basis. Off-season utilization of
facilities by the pipeline would be an offsetting factor to
some extent.

Availability of labour for the tourism industry is a key
concern in view of the potential wage gap and the
seasonal nature of the industry. Tourist highway traffic
could be disrupted by pipeline traffic, road closures and
construction activity. The in-migration of job-seekers
and other transients would have negative effects on
traditional visitor traffic.

A pipeline may affect tourist attractions and delay tourist
developments adjacent to the highway route. Negative
publicity concerning the pipeline, as occurred in Alaska,
could be devastating for tourism and effective public
information programs must be in place for the proposed
project (Exhibit 131, A Submission of the Government
of Yukon to the Alaska Highway Pipeline Inquiry, July,
1977, p. 41).

In response to questions, however, Commissioner
Pearson gave his opinion that during the construction
of the pipeline there would be no decline in revenues to
operators of establishments who cater to the tourist
trade. The ambivalence demonstrated by these views
reflects the uncertainties of attempting to analyze the
pipeline’s impact on different sectors of the economy.
Although inconvenience and unfavourable publicity
may deter many tourists from visiting the Yukon during
the construction period, there may be sufficient
revenue from business associated with the pipeline to
permit hotels, motels and restaurants to recover their
losses. Another concern is that, as a consequence of
local inflation, the competitive position of the tourist
industry will deteriorate during the construction phase
and may have difficulty recovering after it ends.

Because the Alaska Highway is already the Yukon’s
major corridor for tourism, construction of a pipeline
along the Alaska Highway would lead to the greatest
likelihood of conflict between the pipeline and the
tourist industry. Selection of another route, although
less likely to affect traffic bound for Alaska, would have
a major impact on Dawson, one of the most popular
tourist attractions in the Yukon. Not only would
construction in the Dawson area conflict with tourism,
but also if the city became a major supply centre, its
character might be altered. As Ms. Susan Hellman of
Dawson asked,

What will happen to the tourist industry when demand for
land outweighs the desire to preserve historic buildings,
and as has already happened in Whitehorse? These
buildings are destroyed to make way for office buildings
and housing (26-3143).

Transportation

The Yukon's unpaved all-weather network of roads
connects every Yukon community with the exception of
Old Crow. Although much of the road system was built
specifically to serve the mining industry, its existence
has made the Yukon more accessible to all forms of
development as well as to tourism. Most Yukon
communities also have the benefit of regular air
service.

Three principal land routes carry goods to and from the
Yukon: the Alaska Highway; the Haines Road from
Haines, Alaska, to the Alaska Highway at Haines
Junction, Yukon; and the White Pass & Yukon Railway,
which runs from Skagway, Alaska, to Whitehorse.
Foothills plans to use all three routes to transport
materials to staging areas for pipeline construction. In
addition, it is expected that a
Skagway-Carcross-Whitehorse road, now under
construction, will be open before 1980.

As the Yukon’s major transportation centre,
Whitehorse would become the major supply and
staging depot regardless of the route that is selected,
and, as the Yukon’s principal transportation artery, the
Alaska Highway will become the principal highway used
by the applicant and others.

If a route within the Tintina Trench is selected, a haul
road would have to be built along a portion of the
route, and it would probably increase the importance
of Watson Lake as a supply centre. Selection of a route
other than the Alaska Highway would have little effect
on the nature of the demands placed on Whitehorse,
although the impact on the different sections of the
Alaska Highway will vary significantly with the choice of
route.
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Because construction of sections of the Canadian
portion of the pipeline through British Columbia and
Alberta might tax to capacity the transportation
industry in those provinces, there may be no idle or
surplus rigs or rolling stock to be diverted to the Yukon
to meet the expanded demand. Consequently, the
Yukon transportation industry may also be used to its
capacity. Both the Yukon Transportation Association
and the White Pass & Yukon Railway have stated that,
if a pipeline is built across the southern Yukon,
transportation firms will have to lay out considerable
capital to equip themselves for the demands of the
project. The representative of the railway testified that
it would take the opportunity to invest in new rolling
stock to replace the existing stock (9-1457). If the
Yukon transportation system expands to serve the
pipeline as well as present customers, there is likely to
be excess capacity for transportation in the project’s
aftermath. In addition, it appears that some of this
increase in capacity would be for special kinds of
equipment that may not be transferable to the
servicing of other customers after the pipeline
construction is completed (9-1455-58). The degree of
expansion that would be required could be reduced
somewhat by a long lead time, which would permit
transporting considerable materials into the Yukon
before construction began. The longer the lead time,
the greater the quantity of material that could be
stockpiled. More efficient use of present rolling stock
would diminish the need for heavy capital outlays and
of long-term excess capacity.

The Yukon is served by a major airport at Whitehorse
and by smaller airports located in almost every
community. Foothills intends to make extensive use of
these airports for the transport of men and materials.
With the exception of the airport at Whitehorse, the
other facilities are not, at present, capable of handling
increased tratfic or larger planes. The Government of
Yukon is considering making small parcels of land

available to Foothills in exchange for the erection of the

passenger and freight receiving facilities that will be
needed on them.

If the Alaska Highway route is chosen, more than $2
million will be required to upgrade airports at Beaver
Creek, Burwash Landing, Haines Junction, and Teslin.
If any other route is chosen, similar upgrading of
different airports will be required. If either the Klondike
Highway route or the Tintina Trench route is chosen,
Dawson will become a prime staging point, and its
present facilities will require extensive renovations.

The Applicant has not made arrangements for the use
of chartered or scheduled aircraft for its transportation

needs, although it has stated that it intends to use
chartered aircraft during periods of large-scale
personnel movements (Exhibit 3, Application of
Foothills (Yukon), Vol. 5A, p. 5.27). Consultation with
airlines that service the Yukon to determine their
capabilities for future needs is therefore essential. If it
appears that, at certain times of the year, or in certain
areas of the Yukon, existing services would deteriorate
with the additional business related to the pipeline,
then the Applicant should be required to rely on
chartered aircraft.

Retailers and Small Businesses

During construction of the pipeline, extraordinary
demands will be placed on such services as banks,
insurance companies, hotels, motels, and retail stores
by pipeline personnel and in-migrants. Most small
businesses look forward to servicing the pipeline. Mr.
Graham Kelly of Mayo expressed a common sentiment
of the small business community. ‘| would definitely
like to see a pipeline go through the Yukon, as I'm sure
it would help all the small faltering businesses up here”
(23-2825). This increased business may well recoup any
losses suffered through a decline in tourism.

Planning is required to enable small businesses to
overcome problems caused by staff turnover and
tendencies to overcapitalize. In addition, small
businessmen feared that the size of Foothills’
expenditures would make participation by small local
businesses impractical. This feeling was stated by Mr.
Mike Williams in Destruction Bay. “'Well, | think what
they mean is that they will be dealing directly with the
wholesalers, not the small businessmen. This is not
practical, price-wise, to deal with the local
businessman — the small businessman’’ (11-1815). By
following its proposed policies for local business
participation, Foothills can do much to involve small
businesses in the project.

Construction and Housing

The increase of population, and pressures related to
development in the Yukon, have led to substantial
construction related to mines and hydroelectric
stations, as well as to residential, administrative, and
commercial buildings. Rising land and building values
have accompanied this activity. Evidence from Foothills
indicates that 90-odd construction or contracting firms
in the Yukon were active during the past construction
season (Exhibit 3, Application of Foothills (Yukon),
Vol. 5A-4. 23).

Concern was raised that the pipeline project, which will
occur at the same time as the repaving of the Haines



Road and the northern portion of the Alaska Highway,
would result in the construction industry operating at
full capacity. The Government of Yukon announced
that, as a matter of policy, it would not initiate any
major construction projects in this period.

Despite overall expansion of the economy, the current
apartment vacancy rate in Whitehorse is upwards of 20
per cent (48-6797). Although this situation might
appear to solve at least part of the problem of
absorbing large numbers of in-migrants and of
avoiding speculation in real estate, the vacancy rate is
highly seasonal, and there is, unfortunately, little
accommodation of the type required by in-migrants.
Most empty apartments are unfurnished, and the
ability of existing housing to accommodate large
numbers of newcomers is questionable. The
Whitehorse Home Builders Association made a number
of proposals to enable local businesses to participate
in the construction of homes that will be required by
personnel associated with the project, while
ameliorating the strain on the local home building
industry during the period of pipeline construction.
They included proposals that the buildings should be
tendered in groups of five units or less and that
adequate notice should be given prior to the need for
the housing to ensure that materials are available at
regular prices.

Communications

Pipeline construction activities will pose special
problems for the communications system; and the
demand for new telephones, long-distance
connections, and more sophisticated equipment will
tax the existing system. During construction of the
Alyeska pipeline, the telephone company suffered a
severe shortage of manpower and equipment;
complaints about its service increased by two-thirds in
a one-year period, May 1974 to May 1975 (Exhibit 51,
Pipeline Impact Information Centre Report Number
20, p. 5).

Considerable capital investment will be required to
enable the communication system to cope with the
demands placed on it. Canadian National
Telecommunications has indicated to the Applicant
that it can provide a communication system to handle
the project’s needs. The cost of such a system should
be amortized in such a way, perhaps by making the
Applicant pay special rates during the construction
period, that Yukon residents during the
postconstruction period do not bear the cost of a
system built especially for the Applicant.

The Land-Based Economy and the Mixed
Economy

The introduction to this chapter mentioned the fact that

a significant, though unknown, number of Yukoners
participate in an economic life in which wage

employment is not the sole or even the principal means

of providing for one’s existence. One of these
economies can be described as the land-based
economy; its participants combine seasonal or
part-time wage employment with subsistence-style
pursuits. There is a pressing need for statistical
information about the number of participants and
about the value of activities in these economies to
evaluate their significance in the total Yukon economy.

Frequent comments were made at the community
hearings about the potentially disruptive effect of the
pipeline on those pursuing traditional activities. Mrs.
Lily Fox of Teslin stated, through an interpreter, her
impression of the pipeline, based on her experience
with the Alaska Highway.

She (Mrs. Fox) says it's going to be harder to get our
natural foods that we live off of, because it's going to be
partly destroyed. What isn’t destroyed will be chased
away (19-2466-67).

The construction activity and the influx of construction
workers was seen as a threat to the hunting and fishing
on which many people depend for all, or a significant
part, of their subsistence.

Concern was also expressed by trappers who feared
that game would be disturbed by pipeline activity. Mr.
Clyde Blackjack of Carmacks described the situation
that he anticipated would be facing him as a trapper.

When | go back out in the bush myself to trap, I'll find out

that all my games are gone. Probably be driven away or
be big clearing two hundred feet by something going
over my trapline there. | set my trap, | don’t kill nothing
(28-3301).

This fear was repeated in evidence from other trappers.

There is likely to be a significant adverse effect on the
people whose existence is dependent on the land. The
effect of inflation has been discussed earlier. In
addition, competition for renewable resources, such as
game and fish, will come from pipeline workers and
from the increased population. The construction
activity will also drive the game away from the
construction areas. In economic terms, the cumulative
effect will be to increase the costs of engaging in
land-based activities — more labour to obtain the same
catch will have to be spent than was invested prior to
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construction. The effects of inflation and the disruption
of land-based activities will have both an economic and
a social cost to participants in these economies, whose
major offsetting benefit lies with the opportunity for
employment.

Chapter 5 has discussed the means whereby jobs can
be found, and has also discussed possible variations in
work arrangements to allow these people not only to
work on the project but also to continue to pursue their
land-based activities. The Applicant’s proposal
promises to produce more wage employment, both
full-time and part-time, and this employment will be
available to people who currently participate in the
mixed or land-based economy. The higher wage levels
should also make wage employment financially more
attractive.

Although more work at higher wages may be available
during the construction period, whether or not this
attraction will be reflected in large movements to the
wage economy cannot be predicted. As suggested in
Chapter 7, non-economic factors represent
unquantifiable — but significant — variables in
determining employment patterns in the Yukon. If the
economic motivation for wage employment for people
in the non-wage economies is merely to acquire money
for the purchase of essential products that cannot be
obtained from the land, then it is possible that no
significant movement to wage employment will occur
because of the higher wages.

The Applicant is engaged in discussions to minimize
the impact of the project on trappers. The Applicant
also has a policy with respect to compensation for the
damage suffered by the trappers, as elaborated by Mr.
John Burrell.

... we will work with the Trappers Association to develop
a procedure by which compensation can be paid to the
trappers, if there is any damage that results from our
project, whether it be in the construction phase or in the
operational phase.

In addition to that, we would take the advice of the Band
Council, or the Trappers Association, as to what the
compensation should be, if, in fact, there is damages
caused by our project.

We will take their advice and, based upon that advice,
that will be the compensation that is paid.

Now, another concern with respect to compensation is
the length of time it takes to make the compensation
payment. In many cases, it takes some time, and so, as a
result of that, we have said that we will make payment on
compensation no later than a month following the time at
which the claim is made (19-2441).

As stated below, it is recommended that this policy be
adopted. Disruption in the land-based and mixed

economies must be minimized. One means is to
discourage competition for game that may arise from
the activities of pipeline workers and other in-migrants
by applying gun controls vigorously and by lengthening
to more than six months the residency requirement for
the issuance of a resident’s hunting permit.

Local Entrepreneurship

This period of increased economic activity in the Yukon
will offer an opportune time for establishing new local
businesses to provide goods and services, such as
right-of-way clearing, trucking, and gravel supply to the
pipeline project and related developments. Measures
must be taken, however, to ensure that these new
businesses are viable economic entities that can
operate successfully after the project is completed.

The President of Foothills testified concerning the
experience of Alberta Gas Trunk Line in
accommodating new businesses during the
construction of other pipelines in western Canada. As
an example, he discussed an arrangement Alberta Gas
Trunk Line had made with an Indian right-of-way
clearing crew in Alberta, where the crew had been
given a commitment of five years’ work, a period long
enough to enable the crew to pay off the capital cost of
the equipment it had purchased (46-6377).

The cooperation of the Applicant should be obtained
so these companies will be placed on the bidders’ list,
which is proposed for local businesses, and so that
orders will be forthcoming. The new businesses will
also face the same problems that face existing
businesses in planning size and growth so they do not
overcapitalize during the project. Education of the new
entrepreneurs, and the cooperation of Foothills, will be
needed to ensure that this does not occur. In the
Applicant’s opinion, overcapitalization is a common
problem that has been experienced elsewhere and can
be handled by careful planning.

There is also an opportunity for different structures of
business enterprises to be investigated and
encouraged. As an example, at present in the Yukon,
the coal mine at Carmacks operates with a very flexible
community work force. Other arrangements could
include contracts which might be granted to groups of
individuals to supply services that might otherwise be
supplied by companies. This arrangement would
enable broader participation by people who are
committed to a mixed or land-based economy, and
whose work tendencies may not be compatible with the
pipeline working conditions as established in collective
agreements. This possibility, as it relates to
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employment on the pipeline, is investigated more fully
in Chapter 5.

Sufficient seed money must be provided for these
businesses. The Yukon Heritage Fund, described in
Chapter 11, might provide loans to Yukoners who wish
to undertake entrepreneurial activities and capitalize
on the opportunities created by the pipeline project. In
this way the Heritage Fund might invest a limited
portion of its capital to enter into a partnership with
Yukoners as the project proceeds. These loans might
be of substantially higher risk than loans that would
ordinarily be acceptable to traditional financial
institutions. However, through careful evaluation and
control, the fund should be able to make a useful
contribution to the Yukon’s economy without
jeopardizing its capital.

Compensation

Many persons at our hearings expressed concern that
the building and the operation of the pipeline would
cause physical damage to their property or economic
damage to their activities. Reduced yields from trap
lines crossed by the pipeline was a commonly cited
example. Reduced hunting opportunities or damage to
private business operations, such as business lost at
lodges along the Alaska Highway, was also mentioned.
It is reasonable to expect that with an operation of the
size envisaged by Foothills, there will be numerous
occurrences of this sort, where the project causes
specific loss or measurable economic damage.

In these circumstances, it seems both unwise and
unfair to require persons who have suffered damage to
resort to the usual court processes to seek
compensation. The courts would soon become
overloaded, and the resulting delay would increase
social tension. There is clearly a need for new
mechanisms to resolve such disputes. Everyone is in
accord on this point. Foothills itself, for example, has
suggested that new procedures should be set up,
particularly with respect to trap lines. In our view, this
approach should be generalized to provide for
expeditious settlement of all claims based on specific
damage to individuals or groups.

The process we envisage should have a number of
principles embodied in its procedures:

(a) It should be independent, with the capacity to impose
decisions binding on the individuals and the Applicant
alike.

(b) The details of the procedures should be determined only
after consultation with and on the advice of the
communities they will serve.

(c) The procedures should work expeditiously and with a
minimum of formality. The decisions reached should
be effective immediately. If it is determined that the
pipeline company owes money as compensation for
damages, the necessary funds should be made
available without delay. Foothills has agreed to this
principle and has indicated that, with respect to trap
lines, it would be prepared to pay any settiement
within 30 days.

(d) The procedures should result in compensation to be paid
by Foothills whenever an individual or a group suffers
a specific and quantifiable loss that is reasonably
traced to the pipeline project. This principle would
include damage caused not only by Foothills itself,
but also by its employees, contractors, and
subcontractors.

(e) When an individual feels that he has suffered damage
caused by the pipeline project, he should have the
right to lodge a claim under these procedures. It
should then be up to the Applicant to show that the
claim is not valid.

In our view, procedures that embody these principles
must be available and in place well before the
commencement of construction. Only in this way can
the build-up of activity that will precede the actual
laying of pipe, and the construction phase that will
follow, be provided with this necessary safety valve.

Government Revenues and
Expenditures

Introduction

The adverse economic effects of the pipeline project on
the Yukon have been discussed elsewhere in this
chapter, and the adverse social effects will be
discussed in Chapter 7. Each level of government will
require funds to plan and act to minimize the negative
impacts of the project. For example, increased demand
on local health services will be one of the specific social
impacts; funding must, therefore, be made available to
the government to increase the capacity of local health
facilities. The housing construction induced by an
increased population will necessitate an expansion of
territorial and municipal services; funding must,
therefore, be found to enable the government to
finance these services.



These effects will exist not only during the pipeline
construction, they will be felt for many years, long after
the construction period is over. Capital expenditures,
incurred at this time by the Government of Yukon,
must be paid for from tax revenues during the
postconstruction years. Similarly, the social costs of
caring for the needs of individual Yukoners who will
suffer from the pipeline are costs that will not end when
the construction crews leave. Taxes must be imposed
that will be a continuous source of revenue to cover
these costs, as well as the proportionate share of the
cost of government, which the pipeline, like all real
property, should bear.

Two issues should be mentioned, but we shall not
attempt to discuss them in any detail in this section.
The first relates to the project’s impact on the federal
government’s expenditures and revenues in the Yukon.
These expenditures will increase significantly because

the federal government plays a major role in the Yukon.

Significant revenue will accrue to the federal
government in the form of personal income taxes from
workers and from corporate taxes from Foothills. The
federal government should also derive revenues from
leases of the right-of-way. However, this is a study of
the impact on the Yukon; as it relates to the public
sector, the study will limit itself to the Government of
Yukon. The net effect on the federal government
revenues and expenditures will not be analyzed in this
study.

The second problem relates to the mismatch of
revenues and expenditures. As the Alaskan experience
demonstrated, significant government costs are
incurred both before and during the construction
period. However, government revenues do not appear
until during and after construction. Therefore it may be
necessary to devise a scheme whereby tax payments
from Foothills can be advanced to the Government of
Yukon during the preconstruction period to offset
pipeline-related costs at that time. In addition,
short-term loans could be made by the Heritage Fund
(described in Chapter 11) to the Government of Yukon.
It is not possible at this time to estimate accurately the
government expenditures or the government revenues
from the project, nor is it possible to determine the
timing of these expenditures or revenues. The
Government of Yukon, in consultation with the
regulatory agency described in Chapter 10, and
drawing upon information collected by the impact
information centre described in Chapter 7, should be
able to assess more accurately what the short-fall of
revenues will be and when it will occur. The possibility
of a Foothills prepayment could be investigated at that
time.

Role of Public Sector

The role of the government as employer and consumer
in the Yukon has steadily increased in the past decade,
and most of the population and income growth in
Yukon in the 1970s can be attributed to the increased
role played by all levels of government.

The public sector is now the major employer in the
Yukon economy. The three levels of government —
federal, territorial and local — employ more than 3,000
persons in the Yukon, almost one-third of the Yukon
labour force. Government expenditures in the Yukon
are expected to total more than $115 million in
1976-77. The inevitable result of the pipeline project
will be to increase the relative position of the
government as ever more government employees and
ever more government expenditures are required to
cope with the effects of the pipeline. The following
discussion of the roles of the three levels of
government in the Yukon will aid the assessment of this
impact.

The Government Structure

The Government of Yukon

The division of powers between the federal, territorial,
and local governments in the Yukon is very complex,
and it has been described to some extent in Chapter 2.
There we discussed the differences between the
powers of the Government of Yukon and those of
provincial governments, and we mentioned the growing
public demand for more self-government. Here we
shall discuss how the division of powers affects the
revenues and expenditures of the Government of
Yukon and of local governments.

During the fiscal year 1975-76, the government of
Yukon had an operating budget of $45 million and an
additional $25 million was spent on capital projects.
The Yukon budget, although it is passed by the Yukon
legislature, must first be approved by the Department
of Indian Affairs and Northern Development. During the
fiscal year 1975-76, the major expenditures of the
Yukon government were incurred in the areas of
highway maintenance, public works, education, and
health, welfare and rehabilitation, areas that accounted
for almost 75 per cent of the budget. Significant sums
of money were also spent to support local government
and to promote tourism and the distribution of
information.

Revenue generated by the Government of Yukon from
such sources as taxes on property, liquor and 4|
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cigarettes, liquor-control profits, and licences
amounted to approximately $13 million; a federal
grant, which is made to the Yukon in lieu of a Yukon
income tax, amounted to approximately $6.6 million. In
accordance with cost sharing agreements with the
federal government, the Government of Yukon
recovered approximately $17.7 million. The financing of
the remainder of the budget came from capital and
amortization recoveries, a capital grant of $13.1
million, and an operating grant from the federal
government. The federal government makes a capital
grant to cover all capital expenditures of the
Government of Yukon.

Federal Government

The federal government plays a more important role in
the Yukon than it does in the provinces because of its
political relation with the Yukon.

In September 1976, there were approximately 1,200
employees of the federal government and crown
agencies in the Yukon (5-5A-4.46). The majority of
these employees worked for the Departments of Health
and Welfare, Indian Affairs and Northern Development,
Public Works, and Transport, and for crown
corporations and federal agencies, such as Canadian
National Telecommunications, the RCMP, which
provides police protection, and the Northern Canada
Power Commission, which is responsible for the
generation, transmission, and distribution of most
electrical energy in the Yukon. Direct federal
government expenditures for the fiscal year 1976-77
are projected to be more than $50 million, although
this amount can be only approximated because of the
number of departments, agencies, and crown
corporations involved.

There is a great deal of joint Yukon and federal
responsibility. For example, although health is listed as
a Yukon responsibility, and the Yukon has its own
hospitalization plan, its hospitals and other health
facilities are operated by the federal Department of
Health and Welfare. Similarly, although highways
appear in the Yukon’s budget, the Government of
Yukon is responsible only for their maintenance.
Decisions on other highway matters, such as
construction, are the responsibility of the Department
of Indian Affairs and Northern Development.

Local Government

There are only three municipalities in the Yukon, the
cities of Whitehorse and Dawson, and the town of Faro.

Only the Government of Yukon and these three
municipalities are empowered to levy a general
property tax and a school tax. Four communities,
Mayo, Teslin, Haines Junction, and Watson Lake, are
local improvement districts. Most other Yukoners live
in what are termed unorganized communities, in which
the Yukon government administers zoning regulations,
sewage system planning, and community development.
A member of the Executive Committee of the
Government of Yukon is responsible for local
government.

Revenue and Expenditure Estimates

The Applicant submitted estimates of projected
government expenditures and revenues that would be
associated with the pipeline project, and it concluded
that the existing tax structure was adequate to
compensate the Government of Yukon for the
increased expenditures that would arise from
increased demands on government services. The
Applicant’s opinion was that pipeline-induced revenues
would exceed pipeline-induced expenditures by
between $5 million and $7 million during the years of
construction. In the first three years of operation, this
net gain would be $3.9 million annually, but in
succeeding years, when the Applicant began to show a
profit, the net gain would climb to over $12 million
(E63-Miller, p. 7).

The Yukon Government was considerably less
optimistic about this net gain, during both the
construction phase and the operating phase. It forcast
a net gain of $200 thousand in the last year of
construction, and approximately $6.5 million annually
during the operating phase of the pipeline (E131, p. 45).

These estimates of net gain were based on forecasts of
additional government expenditures and on revenues
from the taxes, licences, and liquor-control profits
mentioned above that would be generated by the
pipeline project. Both the Government of Yukon and
the Applicant forecast that the federal government
grant in lieu of income taxes would increase. The
Yukon government included revenue from a tax on the
gas used to power the pipeline compressor stations, a
tax that has not yet been passed, but which the
government anticipated would be passed. For
estimation purposes, it was set at a rate equivalent to
that in British Columbia. Both of them included
estimates from a property tax on the pipeline and
related facilities. The Yukon government assumed that




there would be a one-year delay between the
assessment of the property and the levying of the tax,
so that property tax revenues would appear one year
later than Foothills had predicted (E-131, p. 23).

Projections of increased expenditures must be treated
with great caution and, indeed, no conclusions on their
magnitude can be based on the evidence presented.
The Applicant’s estimates were prepared without
consultation with the Yukon government or with its
various departments, and they were criticized in the
Government of Yukon'’s presentation to the Board. The
Applicant assumed there was excess capacity in
virtually every government department, and it failed to
consider some departments that the Government of
Yukon concluded would be affected by the proposed
project.

Estimates provided by the Government of Yukon were
much more comprehensive than the Applicant’s, but
they were also incomplete and were calculated on the
basis of a number of questionable assumptions. For
example, the Commissioner testified that his
government was ‘‘using the most optimistic figures of
minimal in-migration and we state throughout that we
are being conservative in terms of our statements”’
(45-5000). The optimistic figures of in-migration were
also the Applicant’s estimates, and increased
in-migration above these very low estimates will have a
significant effect on the government’s cost estimates
and planning.

The effects of inflation and higher wages were not
analyzed, although the Yukon government did agree
that inflation could wipe out any gains to the public
sector (E131 - p. 46). Certain costs, such as the cost
of a rent control program and the additional costs to
the Yukon Housing Corporation, were not included.
Other costs that would be dependent on the route
selected could not be included, such as capital
expenditures for Dawson.

Before a conclusion can be drawn that
pipeline-generated public revenues will be greater than
the increased costs attributable to the pipeline, a more
detailed analysis of the effect of the pipeline on
government expenditures and revenues is required. A
number of variables will affect both expenditures and
revenues. These variables amount to a substantial risk
factor for the Yukon government, a risk factor that
must be taken into account in determining a fair tax
structure. Should the existing tax system not prove
adequate, then amendments to this system must be
considered to ensure that expenditures for the public
sector that are induced by the project are not borne by
Yukoners.

Analysis of Taxes

General

The construction and operation of a pipeline through
the Yukon will have a considerable impact on the
public sector, an impact that will be reflected during all
phases of the project in increased costs and in the
manpower that will be required to maintain the existing
standards of government service. These costs will be
incurred in all communities, but they will vary
significantly among the communities.

From the point of view of Yukoners, it is important that
the present capacity of the Yukon infrastructure and
the Applicant’s anticipated demands on it be
determined early, with as much precision as possible.
The precise determination of these demands is not yet
possible because they are dependent on a number of
unknown variables, such as the selection of a route, the
extent of in-migration, the success of the Applicant’s
plan to isolate the construction camps, and the degree
of inflation. Some of the variables will be determined
prior to construction. The effect of others will be
measurable only during or after the period of
construction.

An examination of the tax system reveals that, as the
Government of Yukon stated in its evidence, ‘“Yukon’'s
existing tax structure is a partial and incomplete
system when compared to the Provinces” (E131-29).
The Yukon has neither a sales tax nor an income tax,
although the Income Tax Act (Canada) provides that 30
per cent of the federal income tax payable by Yukon
residents, and ten per cent of the taxable income
earned by a corporation in the Yukon, is to be returned
to the Yukon in the form of a grant.

An important problem for the legislative assembly
arises from the historical dependency of the Yukon
government on the federal government. In the words of
the Government of Yukon:

...a considerable portion of government expenditures
are met by an annual operating grant from the federal
government and in practice any net gains through
pipeline construction and operation would go towards
reducing the deficit grant from the federal government.
Pipeline development would enable the Yukon
government to meet a greater proportion of its operating
and maintenance expenditures but the ultimate
beneficiary would be the Government of Canada in the
form of reduced operating grant payments to Yukon
(E131-22).

Later evidence indicated that any increased revenue
would not necessarily be completely offset by a
decreased operating grant, because this grant is 73
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negotiated on a yearly basis between the Government
of Yukon and the federal government. In any event, the
Government of Yukon attaches political significance to
the ability of the Yukon to generate more revenue from
its own taxation system, thereby becoming more
independent of the federal government (45-6165).

Sales Tax

The Government of Yukon also discussed the revenue
potential of a sales tax. Although a sales tax would
collect revenue from pipeline-related transactions, it
would also affect a much broader range of
transactions. It would be proportionately more of a
burden to persons earning low incomes, and it is these
people who will be placed in the most precarious
economic position by the pipeline project. The burden
of a sales tax after the construction period would fall
on Yukon residents and tourists. It would be
inflationary at a time when there would be other
significant inflationary pressures in the economy.
Moreover, a sales tax would require significant
administrative attention at a time when neither
government nor business will have the capacity to
undertake additional administrative overhead.

It is not apparent that the sales tax would generate

.significant revenue. We recommend that this tax

should not be implemented to generate revenue to
cover pipeline-related costs.

Property Tax

By far the most important potential source of long-term
revenue from the Applicant’s project for the
Government of Yukon and its citizens is the application
of the local property tax to the pipeline. This tax would
enable the government to obtain a certain flow of
income for a long time and would be a very significant
long-term benefit from the pipeline.

The Government of Yukon has made forecasts of
revenue from a property tax on the pipeline and other
property of the Applicant. These revenues were
calculated from the current Taxation Ordinance in the
following manner. The Ordinance contains a schedule
of assessed values for pipelines of 46-inch diameter or
less, but it does not assess 48-inch pipelines. The
Government extrapolated from the schedule to obtain
an assessment for a 48-inch pipeline, then stated that
this assessment would be reduced by 42 per cent. The
reason given for this reduction was to bring the
assessment in line with the Alberta Assessment
Manual. The Yukon mill rate was then applied to this
reduced assessed value.

There is no statutory requirement for taxation in the
Yukon to be equivalent to that in Alberta. Indeed, there

is no compelling reason for valuing the pipeline in such
a fashion. The pipeline will cause far greater
dislocations and inconveniences to people and
institutions of the Yukon than are caused by
construction and operation of pipelines in Alberta or
elsewhere.

Elsewhere in Canada, pipelines are a minor part of a
package that brings a variety of benefits to the
provincial government and citizens in question. For
example, the Government of Alberta derives
substantial revenues from gas production and from the
numerous industries associated with and triggered by
the plentiful supply of low-cost gas. Many long-term
jobs are related to the gas industry. In provinces such
as Ontario, the gas conveyed through pipelines is
consumed by its industry and citizens. But the Yukon
will get nothing but a large pipeline. Yukoners will
suffer great social and economic impacts during its
construction stage, and they will receive little by way of
long-term benefits from the pipeline. Taxation policy
should be structured to reflect this reality.

A number of methods, and combinations of methods,
are currently applied by authorities to determine the
assessed value of property. Three of these methods
are the cost of the property (or of the production of the
property), the market value of the property, or the
productive (economic) value of the property. Because a
pipeline has no easily determinable market value, given
its integrated nature, and because the productive value
of a pipeline in the tightly regulated gas-transmission
industry is essentially a function of the cost of
construction, a valuation that reflected the cost of
constructing the Foothills pipeline might be a suitable
approximation of the economic value of the pipeline. A
valid method of assessing the Foothills pipeline for
property tax purposes would be a taxation value based
on the cost of its production, which, in the case of a
pipeline, is the cost of construction.

This is the approach that the Alaska State Government
adopted in its evaluation of the Alyeska pipeline for
property tax purposes. It is also, apparently, the
approach that will be taken in an evaluation of the
Alaskan section of the natural gas pipeline. During
construction of the Alyeska pipeline and its related
facilities, on January 1 of each year, the up-to-date
costs of construction (e.g., pipeline in ground,
inventory, haul roads) were calculated. A property tax
of 20 mills was then assessed against this “‘full and
true’’ value. As a result, sizeable property taxes were
obtained during the construction period, even before
the pipeline was in operation. The State of Alaska
received property tax revenues of approximately $3.3
million in 1974, $13.9 million in 1975, $68.3 million in
1976, and $125 million in 1977. In 1977, the revenues



attributable to the pipeline portion alone were
approximately $100,000 per mile of pipeline.

On January 1, 1978, the taxable value of the Alyeska
pipeline will be reassessed on the basis of the
“economic value’ of the pipeline and its related
facilities. Although this value has not yet been
determined preliminary indications are that this value
will not be less than the costs of production, which for
1977 were estimated to be in excess of $5 million per
mile.

This is one compelling reason for not applying
assessment techniques used in other Canadian
jurisdictions to a large pipeline in the Yukon. Taxing the
pipeline at a rate less than the rate at which Alaska will
probably be taxing the same pipeline can only result in
an undue tax saving by the Applicant and, ultimately,
by the American consumer. No benefit will go to the
Yukon resident from a preferential tax treatment of a
pipeline that primarily serves non-Yukon consumers.

A number of other considerations must also be taken
into account when the assessment of a pipeline is
undertaken. The method must be relatively clear and
simple to apply; the valuation must be fair and
equitable, both with respect to other pipelines and to
other properties and, the evaluation must be kept
up-to-date and current. Improvements to land and
buildings are presently assessed in the Yukon on the
basis of the Alberta Assessment Manual (1963). As a
rule of thumb, the assessed value usually amounts to
slightly less than 30 per cent of the actual replacement
cost in the Yukon. A method of taxation that assessed
the Foothills pipeline at that level and taxed the
pipeline at the same rate as other property in the
Yukon would be an equitable system of taxation,
particularly in light of the burdens, both present and
future, that the Applicant’s proposal will impose on the
Yukon.

By assessing the pipeline at 30 per cent of its ‘‘actual
value’’ (its cost of construction), the Government of
Yukon could collect a tax of approximately $11 million,
based on current mill rates and on the assumption that
the pipeline will follow the Alaska Highway. These tax
revenues per mile of pipeline are less than
three-quarters of the revenues per mile that will accrue
to the Alaska State Government from property taxes
on the Alaskan section of the pipeline.

Because either a longer route or cost overruns would
result in significantly greater strains on the Yukon
infrastructure, and therefore significantly greater
impacts on the Yukon people, a tax whose yield will rise
as those variables change, is a proper tax. In a like
manner, if the Applicant achieves cost-savings, then

the impact should be less, and the tax revenues shouid
fall proportionately.

Such a tax would compensate the Yukon, not only for
the government costs that will be incurred during and
after the period of construction, but it will also
compensate the Government of Yukon for lost revenue
yields from other projects that have been delayed.

One example of the impact of the proposed pipeline
was given by Mr. Vic Jutronich, Vice-President and
General Manager of Whitehorse Copper Mines Ltd.,
who gave evidence on behalf of the Yukon Mine
Operators Association. He stated that engineers
associated with five large mineral deposits have
indicated that if they follow their present plans, there is
a strong possibility that all five deposits could be
brought into production in the early 1980s. However, if
Foothills goes ahead with its project, he thought that
the activities necessary to bring these mines into
production should be delayed (48-6772).

This delay means that the Yukon will be without the
jobs, taxes, and other benefits of these mines because
of the pipeline project. And, of course, as Mr. Jutronich
stated, the delay and the wage increases caused by the
Foothills project raises the possibility that one or more
of these deposits may never be developed (48-6764).

All of these factors support the proposition that a
taxation scheme for the Foothills pipeline that
approaches equivalence to the taxation scheme in
Alaska of similar pipelines is necessary and equitable.

Earlier we referred to the concern of the Yukon
government that, in practice, any net revenue gains
resulting from taxation of the pipeline construction and
operation would merely go toward reducing the
Yukon's operating grant from the federal government.
In addition, in various parts of the report, we have
stressed the need to ensure that the Yukon and its
people derive some long-term benefits from the
pipeline project in return for the burden they are being
asked to bear. Property tax revenues can and should
be used to contribute to serving this need. Therefore
both to meet the need and to ensure that the increased
revenues accrue to Yukoners, it is recommended that
one-half of the annual property tax revenue from the
pipeline be paid directly to the Yukon Heritage Fund
described in Chapter 11.

Because there will be a need for government revenue
in the years of construction, and because most of the
revenues from the property tax would begin to accrue
to the government once the pipeline facilities are
completed and the gas is flowing, this payment to the
Heritage Fund should not commence until the first year
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that gas starts to flow through the pipeline. Until that
time, all revenue from the property tax should go to the
Government of Yukon. Thereafter, such payments
should be collected by the Yukon government and
one-half held in trust for the Heritage Fund until the
money is transferred to the Heritage Fund.

Recommendations

A detailed study, taking into account inflation, all
possible social and economic impacts, in-migration,
and the capacities of existing government departments
should be undertaken once a route is selected. The
underlying motive should be that these expenditures
should not be underestimated and that a significant
margin should be allowed for them. These
expenditures should include the various programs that
the government may be required to adopt because of
the pipeline project.

Regardless of the financial relation between the
Government of Yukon and the federal government, the
Government of Yukon should tax the pipeline in a fair
and equitable manner. The taxpayer in the Yukon or in
Canada should not subsidize the Applicant or the
American consumer. The closest jurisdiction to the
Yukon, in terms of a similar pipeline that has a similar
impact on the existing infrastructure, both short-term
and long-term, is Alaska; the Government of Yukon
should impose a property tax that approaches
equivalence with the property tax in Alaska. To tax at
any lower rate would be inequitable, as between the
Yukon and Alaska, and inequitable as between
Foothills and other Yukon taxpayers. The pipeline and
related facilities should, therefore, be assessed at
approximately 30 per cent of their actual construction
cost in the Yukon. The same mill rate should be applied
against the pipeline and its related facilities that is
applied against other capital improvements in the
Yukon. One of the few long-term benefits to the Yukon,
other than the 200 jobs that will become available
during the operations phase, will be the existence of
valuable property in the Yukon that may provide a
constant flow of tax revenues.

Commencing in the first year that gas flows through the
pipeline, one-half of the property tax received from
Foothills by the Government of Yukon should be paid
to the Yukon Heritage Fund, described in Chapter 11.
Before that time, all revenues should go to the
Government of Yukon to defray project-induced
expenditures.

Given these recommendations, the Government of

76 Yukon should not find it necessary to adopt a sales tax

at this time. Such a tax, although it would collect
revenue from the pipeline project, would impose an
unfair burden on Yukoners living on low incomes, and,
unless it is imposed well in advance of construction, it
would add to the inflationary pressures that the
construction of the pipeline will bring to the Yukon.

Gas Supply to Communities

Although the pipeline is designed to take American gas
to American consumers, the Applicant has included in
its proposal a plan to make natural gas available to
communities along the pipeline route. Yukoners
perceive this to be one of the major long-term benefits
of the pipeline.

The Commissioner of the Yukon expressed the
common feeling of Yukoners when he said that ‘“we
feel that one should not go thirsty when there is a river
flowing past one’s door’’ (43-5852). The importance of
this proposal, in its relation to the rising cost of fuel,
was expressed by Mrs. Ernie Watson of Haines
Junction:

The applicant has stated that natural gas will be made
available to all communities along the highway at the
same price as that paid at the Alberta border, should the
pipeline proposal be granted. To me, this is one of the
most appealing features of the pipeline proposal. It
would provide an assured supply of heating fuel at rates
comparable to southern Canada. To my knowledge, this
would be the first time that Yukoners had equal rates to
southern Canadians (13-1985-86).

At present, Yukoners use three sources of energy:
electricity, fuel oil, and wood. The Northern Canada
Power Commission operates hydroelectric plants in
Mayo and Dawson, and an interconnected system of
hydroelectric and diesel plants in Whitehorse, a diesel
plant in Faro, and a hydroelectric plant on the Aishihik
River. The Yukon Electric Company operates a number
of diesel plants in smaller communities throughout the
Yukon. Cassiar Asbestos owns and operates a diesel
plant at Clinton Creek, which supplies the asbestos
mine and the nearby town.

About 60 per cent of the total sales of electricity are to
the mining industry, and the Faro Cyprus Anvil mine
alone accounts for 33 per cent of the total sales.
However, sales of electricity for home heating have
been increasing, particularly in Whitehorse. The
geographical location of the Yukon is reflected in the
fact that the per capita consumption of electricity is



much higher than the average Canadian consumption.
The government subsidizes the price of the first 300
kilowatt hours per month to consumers in Whitehorse
and the first 500 kilowatt hours per month to
consumers in other Yukon communities.

Fuel oil is the staple source of heat for many homes in
the Yukon, and it is also used to produce electricity in
thermal power plants. The cost of fuel oil is the most
important element in the cost of producing power by
this means. Pressure by external factors on domestic
fuel prices is intensified in the Yukon because of high
distribution costs due to a small population and the
great distances between communities.

Some Yukoners, especially Indians, continue to use
wood as their primary heating fuel. Because it is free
and readily accessible, Yukoners are increasingly using
wood to supplement their regular fuel, but there are no
figures for the number of Yukoners who rely on wood
for fuel.

The Proposal

The Applicant plans to supply natural gas to Yukon
communities from the main pipeline. The amount
supplied to these communities will be replaced by gas
obtained in Alberta, so that the amount of gas reaching
the United States will be the same as that leaving
Alaska. The Applicant has proposed to construct
laterals from a mainline along the Alaska Highway to
carry natural gas to eight Yukon communities: Beaver
Creek, Burwash Landing, Destruction Bay, Haines
Junction, Whitehorse, Teslin, Upper Liard, and Watson
Lake (29-3350). The President of Foothills
contemplated that these laterals would be put in ‘‘as an
integral part of the construction program of the main
line”’ (46-6467). The cost of these laterals will be added
to the total cost of the main pipeline and shared among
all consumers of natural gas. By absorbing the costs of
the lateral pipelines in the cost of the main pipeline, the
American consumers of natural gas would be
effectively underwriting most of the cost of supplying
gas to the Yukon communities. Approximately 35 miles
of lateral pipelines would be constructed to these
communities at an estimated cost of $2.3 million, a
cost that the Applicant calculated would increase the
price paid by the American consumer by the amount of
$0.0005 per thousand cubic feet, an amount which the
Applicant has referred to as being ‘‘so small that you
wouldn’t be able to find it (31-3720).

Users in the communities will then pay a price equal to
the Alberta Border Price, plus the cost of local
distribution. The communities or the Government of
Yukon will be responsible for constructing local
distribution lines to deliver the gas to individual

consumers. Foothills’ position on this service was
stated by its President in this way.

Our position is that if enough residents or commercial
operators or industrial operators within a community
elect to take gas service and provide a minimum base
load or nearly provide a feasible base load, then the
service will be provided and [on] the terms which have
been described at various times in previous portions of
the Inquiry by either Mr. Burrell, who is the
vice-president of Foothills, or by myself (45-6251).

The Applicant also proposes to contribute $2,500 per
potential residential user of gas by way of a subsidy for
the construction of laterals to other Yukon
communities. Capital costs over and above this amount
would be the responsibility of the community, which
would have two years from the date of the first delivery
of gas to decide whether or not to take advantage of
the offer (Exhibit 175, Response to Request by Mr.
Phelps, vol. 31, p. 3796A).

Gas could be supplied to all residential, commercial,
and small industrial users in communities along the
route. The Applicant has also undertaken to supply
thermal electric plants with natural gas, which could
then be substituted for fuel oil (29-3457). Gas would
also be supplied to existing industries on the pipeline
route; in the words of the President of Foothills, “We —
the arrangement all anticipates serving the kind of
industry that is here now’’ (46-6409). The Applicant
was, however, hesitant to make a blanket promise to
supply all future industrial users; delivery to existing
industries off the route and to all new industries would
be negotiated on an individual basis.

As mentioned above, the Applicant proposes to
exchange gas from Alaska for gas from Alberta, a
scheme that would require the approval of a number of
federal, provincial and American regulatory agencies.
This exchange was included in Foothills’ application to
the National Energy Board and by Northwest Pipeline’s
application to the United States Federal Power
Commission. It is thought that the necessary approval
from Alberta can be obtained without difficulty.

Foothills presented evidence to the Inquiry that
illustrated the potential savings of substituting natural
gas for fuel oil and electricity in all of the communities
surveyed, except in Whitehorse, where the difference in
cost between electricity and gas was not significant. No
comparisons of cost were available for Burwash
Landing or Upper Liard, two Indian communities where
wood is the primary fuel.

The Applicant presented details on the supply of
natural gas only to communities along the Alaska
Highway route. A spokesman for the Applicant said
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that, if the Tintina Trench route were chosen, it would
not be economical to build a lateral to supply gas to
Whitehorse because of competition from electrical
power (31-3725). The President of Foothills indicated
that it might be possible to run a lateral the slightly
shorter distance from a route along the Klondike
Highway to Faro to serve that community and the
industrial customers there (46-6441).

Electricity, Fuel Oil and Wood

The Applicant proposes to effect large savings in fuel
costs for the users in four of the communities along the
Alaska Highway: Beaver Creek, Watson Lake, Teslin,
and Destruction Bay. Fuel oil prices are very high in
these communities, and electricity in them is generated
by fuel oil. The use of natural gas would reduce the
cost of generating electricity. Smaller savings are
predicted for fuel oil users in Whitehorse and Haines
Junction. There is evidence that in at least two of these
communities, Upper Liard and Burwash Landing,
natural gas would not be competitive with wood, the
existing fuel source.

However, Whitehorse residents who heat with
electricity rather than fuel oil would not benefit from
the same saving. If the annual cost of natural gas is
compared to that of electricity in Whitehorse, and this
cost is calculated on the basis that the same price will
be charged for natural gas in every community across
the Yukon, those Whitehorse residents would save less
than $130 in the fifth year of service and less than $75
in the tenth. With a pricing scheme based on different
community prices to reflect each community’s cost of
distribution, the Whitehorse consumer would pay
almost the same amount for natural gas as for
electricity in 1991, the tenth year of the natural gas
service. The Applicant admitted that there would be no
incentive for the Whitehorse consumer who now heats
with electricity to convert to natural gas (31-3701).

Any benefits from conversion to natural gas would
accrue to a relatively small proportion of the Yukon
population, a proportion that is not a representative
cross-section of the population. Indians would benefit
only minimally, because a large proportion of Indians
use wood for fuel, especially in the communities of
Burwash Landing and Upper Liard. The lawyer for the
Council for Yukon Indians, in his closing argument,
summed up the Indian’s position:

Yukon Indian people are unlikely to benefit from
Foothills’ proposal to provide natural gas to
communities, since the majority of the native people
along the Alaska Highway presently use wood as their
main source of fuel. The cost of conversion, plus the cost
of using natural gas, would discourage Indian people
from opting for it (50-7191-92).

The benefits of conversion would accrue only to
individuals living in communities along the pipeline
route that is chosen. In those communities, only
individuals who have the financial incentive and
sufficient capital to convert to natural gas will benefit
from the Applicant’s plan. It is unlikely that Indians or
the residents of Whitehorse will benefit to any
significant degree.

The costs of converting appliances and heating
systems would be a significant factor in a consumer’s
decision to substitute natural gas for electricity or fuel
oil. The Applicant has promised to launch a campaign
to tell consumers about the advantages and the costs
of conversion, but, because conversion would require a
significant capital outlay, it appears that, outside the
four communities where large savings are projected,
only new home owners would be likely to use natural
gas, particularly if the costs of conversion rise at the
projected rates. There was conflicting evidence on the
costs of converting from fuel oil to gas. The Applicant
relied on an estimated cost of about $700 in 1980
dollars to convert, whereas other evidence indicated
that the cost, in 1979 dollars, would range between
$800 and $1,500. These costs, when projected into
1986 and 1991, the years when cost savings become
available, offset much of the economic incentive for
switching to natural gas, which has been projected in
1986 and 1991 dollars (31-3699-3701).

In any case, the savings calculated by the Applicant are
questionable for a number of other reasons. The
Applicant estimated the local cost of natural gas on the
basis of a high percentage of potential customers in
the various communities and of significant demands
from industrial users. Distribution costs are a major
component of the price of natural gas, and the major
part of these costs does not vary with the number of
customers. Fewer customers would result in relatively
unchanged costs, which would, however, be shared
among fewer customers, and the price per unit would
increase significantly. The number of private
consumers might easily fail to reach the Applicant’s
projections, particularly because of the cost of
converting from fuel oil to natural gas. The fact that
new industrial users will be negotiating their price on a
case-by-case basis leads one to doubt that the
demand from industrial users will meet the Applicant’s
projections.

The industrial development that some Yukon
communities anticipate will be encouraged by the
supply of natural gas is unlikely to materialize. The
price of natural gas to industrial users, which at this
time is uncertain, will not in any event be lower than the
Alberta Border Price. New industries in the Yukon



would, therefore, not be competitive with industry in
Alberta, which pays less than this price for natural gas.

The essence of the Applicant’s proposal is to transmit
American gas to American consumers. There is no
economic incentive for the Applicant to encourage the
consumption of natural gas in the Yukon. On the
contrary, there are good reasons for the Applicant to
discourage significant increases in local consumption,
once the pipeline is constructed. The Applicant
testified that there was a ceiling on the volume of gas
that would be covered by agreements with the Alberta
producers, and increases in the Yukon sales above that
ceiling would require further arrangements (31-3713).
Where the incentives are so weighted against good
service by the supplier, the benefits to the consumer
should be carefully calculated.

Proposals and Recommendations

The value of the supply of natural gas to the Yukon,
although difficult to assess (given the limited nature of
the evidence), is unlikely to be of material, long-term
benefit to Yukoners, although some of the small
communities along the proposed route might reap
significant benefits from the proposal. However, these
communities represent a relatively small number of
people, and it is unlikely that the Yukon generally will
benefit from any significant industrial development
because of the availability of natural gas. The value to
these communities is contingent on the choice of a
route along the Alaska Highway.

Nevertheless, the Applicant’s proposal to build laterals
at the time of construction of the main pipeline should
be accepted and made a condition of the lease. Actual
connection for service can be contingent on the
formation of a distribution system and on an indication
from the community of sufficient demand to justify the
distribution system. The Government of Yukon should
decide the pricing system to be imposed.

The Applicant’s undertaking to subsidize the cost of a
lateral to any community by $2,500 per potential user
of gas should also be a condition of the grant of a
right-of-way. The offer should be open for two years
after the first flow of gas to give the communities an
opportunity to assess the benefits of the proposal.

The Applicant’s undertaking to supply gas to industrial
users has not been consistently advanced throughout
the hearings. It is impossible for rational planning to go
forward when the price of fuel to potential industries
cannot be determined. The Applicant should be
required to supply natural gas at the Alberta Border
Price, or less, plus distribution costs, to all existing
industries in Yukon communities along the pipeline

route that wish to use it. The Applicant should be
required to supply gas to any new industrial users on
terms to be negotiated in each case, but these terms
should be equivalent to the terms made between the
suppliers of natural gas in Alberta and industrial users
there with respect to the sharing of the costs of laterals
and distribution. The base price to new industrial users
should be the Alberta Border Price.

Many Yukoners consider the supply of relatively cheap
natural gas to be one of the major long-term benefits
of this project. Our preliminary examination questions
the value of this supply to industrial consumers along
the route and to Yukoners in general.

Electrification of the Pipeline

We have discussed earlier the negative impact of the
pipeline project on the Yukon mining industry, but its
short-term impact could be offset if the pipeline
stimulated a hydroelectric development. Spokesmen
for the mining industry presented evidence to the
Inquiry that future mining developments would require
more power per ton than is used in existing mines and
that the availability of cheap power would be a
determining factor in future mining development.

One of the potential stimulants for a hydroelectric
development would be the guarantee of a base-load
demand for power from the compressor stations along
the pipeline route. If the hydroelectric development had
excess capacity that could be diverted to the mining
industry, then the opening of new mines would be
encouraged.

The most important prospects for new mines lie
northeast of the Tintina Trench, and the mining
spokesmen pointed out that the pipeline and any
associated hydroelectric development should be
planned to complement the anticipated expansion of
mining activity in that area.

The President of Foothills testified that representatives
of his company had discussed the possibility of a
hydroelectric development with the Chairman of the
Northern Canada Power Commission. The current
plans of the Applicant are to install gas turbine motors
and to power the compressor stations along the
pipeline with natural gas from the pipeline. However,
the compressor stations could be built at an additional
cost of $300,000 per station so that an electric motor
could, at some time in the future, be substituted for the
gas turbine motor; there would also be extra costs for
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labour and the electric motor at the time of any
substitution. The Applicant will build the design into
each compressor station if, when the design of the
compressor stations is finalized, the Northern Canada
Power Commission or the Yukon government is still
actively interested in the possibility of a hydroelectric
development to service the line (46-6388-91).

The Applicant would not estimate what the price of
electricity would have to be to encourage it to
substitute electricity for gas in the compressor
stations, because the future price of natural gas, a
crucial factor in determining the economic viability of
the substitution, could not be predicted with any
confidence (46-6392). Mr. Blair, however, did indicate
that Foothills might effect the substitution even if it
were uneconomic to the company, in which case the
considerations would be,

Largely economics but also | conceive that relations with
the Government of the Yukon could be a factor also. It's
not beyond the possibility at all, that action might be
taken with the agreement of the other parties in order to
fit in with an electrical development which was
considered in the public interest here as a matter of
accommodating the purposes of the Governments of
Yukon and of Canada (46-6464).

A pipeline along the Alaska Highway would create a
base-load demand for approximately 160 megawatts of
electricity, an amount double the current capacity of
the Yukon system. The construction of the Dempster
lateral and the routing of the pipeline through Dawson
would raise this demand to over 700 megawatts.

It is impossible for this Inquiry to assess conclusively
the economic viability of a potential hydroelectric
development associated with the compressor stations.
However, evidence presented to the Inquiry on future
hydroelectric developments in the Yukon indicated that
a major hydroelectric plant could not produce
electricity for less than two cents per kilowatt hour, and
that electricity would have to be supplied at much less
than two cents per kilowatt hour before it would be
competitive with natural gas and before the
substitution would be economical (Exhibit 77, Evidence
of Robert McCandless, p. 3). If this is so, it appears
that electricity cannot be supplied to the pipeline at an
economic rate. Consumers and industrial users in the

Yukon should not be called upon to subsidize the
supply of electrical power to the Applicant.

Recent hydroelectric developments have revealed that
economies of scale may be illusory and that the cost of
electricity depends on the characteristics of the
particular site; in some instances small developments
are more economical than large ones. We recommend
that discussions between the Applicant and the
Northern Canada Power Commission be pursued to
determine if the compressor stations could be
designed to permit electrification of individual stations
without necessarily electrifying the complete system.
Evidence from the Applicant suggested that this
changeover from gas to electricity could occur one
station at a time, which suggests that it would be
possible to power only a portion of the system
electrically (46-6390).

A guarantee that the Applicant would convert those
compressor stations close to a potential hydroelectric
project might encourage the development of some
small hydroelectric projects that would benefit local
communities now dependent on thermal electricity and
that might also benefit mines nearby. Local
hydroelectric developments would also minimize the
importance of a back-up system for an electrical facility
that powered the whole pipeline. One of the practical
problems with the electrification of the pipeline was the
need to hook up with the power grid in British
Columbia to provide such a back-up system in the
event of a power failure in the Yukon.

Although preliminary indications are that electricity
could not be supplied to the pipeline at a rate that
would make it competitive with natural gas, this matter
is of sufficient importance to be examined in more
depth. The Northern Canada Power Commission
should undertake further study to determine whether
or not electricity could be supplied to the pipeline at a
rate competitive with the cost of the gas that would be
saved. This study should assume that the Applicant
could convert either all of its compressor stations to
electricity or only some of them. The Applicant should
be required to convert to electricity, if the Northern
Canada Power Commission can supply it with
electricity at any given station at a stipulated price. The
price should not be less than the market value of the
natural gas that is consumed in powering the pipeline.









Yukon Communities

About 75 per cent of the total estimated Yukon
population of 21,800 lives along the Alaska Highway,
that is to say, along the corridor of the proposed
pipeline. The concentration of population along this
route has tempted some witnesses before the Inquiry
to examine the implications of its social impact solely in
terms of scale. A submission at the Faro community
hearings, for example, pointed out that construction
along the proposed corridor would adversely affect the
greatest possible number of Yukoners.

In our view, such an emphasis on numbers is
misleading. It conceals the fact that the population
along this corridor is unevenly distributed in eight
distinct communities. The differences between and
within these communities cannot be grasped merely by
counting heads. Throughout the hearings, we were
impressed by the diversity of Yukon society, and the
need to understand that diversity in assessing the
impact of the pipeline. Detailed profiles of the Yukon
communities visited by the Board may be found in
Appendix B of this report. Here we shall simply sketch
some of the contrasts among them in size, age, and
composition.

Whitehorse, the administrative and commercial centre
of the Yukon, became its capital only in 1953. Since
then, it has more than quadrupled its population. The
13,000 residents of Whitehorse account for
approximately 80 per cent of the population of the
Alaska Highway corridor. The largest of the other seven
communities along the proposed corridor is Watson
Lake (population 1,100). The Applicant intends to build
permanent operation and maintenance installations for
the pipeline at Whitehorse, Watson Lake, Beaver Creek
(100), Haines Junction (500) and Teslin (350). The other
communities along the proposed route are Upper Liard
(250), Destruction Bay (80), and Burwash Landing (65).

Difference in size is not the only variation exhibited by
the corridor communities — or, for that matter, by other
communities in the Yukon. Some, such as Burwash
Landing and Upper Liard, and some settlements away
from the corridor, such as Carmacks, Old Crow, and
Pelly Crossing, are predominantly Indian communities.
Other corridor communities, such as Destruction Bay
and Watson Lake — and Faro, which is off the corridor
— are predominantly White. Still others, such as Ross
River, Teslin, and Carcross, are fairly evenly balanced
in their Indian and White populations. In Whitehorse,
Beaver Creek, Haines Junction, and Dawson, Whites
are in the majority. Nonetheless, by far the largest

concentration of Indian people along the corridor is in
Whitehorse.

Age, too, accounts for striking contrasts among the
Yukon communities. The town of Faro is only eight
years old; it is a company town, built to accommodate
workers at the recently opened Cyprus Anvil mine.
Among the corridor settlements, Destruction Bay,
Watson Lake, and Haines Junction are also relatively
young, the results of war-time and early post-war
development. Haines Junction, however, is located in
an area long used by traders and for temporary
habitation by Indians. At the opposite end of the
spectrum are places like Burwash Landing and Old
Crow. Archaeologists believe that the Kluane Lake
area, in which Burwash Landing is located, has been
occupied intermittently for as long as 8,500 years, and
the Old Crow area is believed to be the location of one
of North America’s oldest human habitations, dating
back more than 30,000 years.

In assessing the social impact of the proposed pipeline,
it is impossible to ignore the varied origins and
characteristics of these settlements. Similarly, to
understand the communities themselves, it is
necessary to take into account the perspectives of their
residents, and to understand the complexity of the
attitudes and activities that shape their lives. For
instance, an outsider might view trapping, in which
many Yukoners engage, as equivalent to wage
employment or, on the other hand, as merely a leisure
pastime. Either view may be true of Yukoners. As far as
other Yukoners are concerned, however, to isolate
trapping from the other aspects of life to which it is
connected, without knowing all the activities involved —
the preparations, the maintenance of equipment, or of
the spin-off benefits, such as the acquisition of country
food — is to misunderstand entirely the pattern of life of
which trapping is a part. This misunderstanding, in
turn, may distort decisions about the effects of the
proposed pipeline, about planning for it, and about
compensation for damages caused by it.

Trapping, however, is only one example of the sort of
thing we are trying to emphasize here. For some
communities or segments of communities, there may
be many other activities and concerns that, unless they
are closely examined, are susceptible to similar
misunderstanding or misinterpretation. Certainly the
communities of the Yukon are sufficiently diverse to
make us suspect that this is so. Some are composed
almost entirely of persons who have come to the Yukon
since the Alaska Highway was built, and who are
engaged in full-time wage employment. Such persons,
if they are typical of the people who come from the
south, will probably identify themselves and relate to
other persons according to their employment, and they 83
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are likely to regard anyone who does not participate in
the wage economy as being unemployed. On the other
hand, there are people in the Yukon who have come
from the south specifically to escape full-time
involvement in the wage economy in favour of a more
varied way of life.

Other communities in the Yukon are composed almost
entirely of Indians, who may be engaged in wage
employment in varying degrees, but who do not
necessarily relate to each other solely in terms of
occupation. Still other communities may represent
mixtures of the two kinds of employment.

Moreover, there are communities of Indians who, by
tradition and lifestyle, are themselves quite different
from each other. In brief, there are differences among
all the communities, according to the activities of their
residents and their familiarity with non-local issues.

We do not think that it will be easy to work out a
perspective that will accommodate the differences of
all the communities in the Yukon. Ideally, to assess the
impact of the proposed pipeline, it would be desirable
to have a clear and comprehensive idea of the
composition, concerns, and internal organization (or
lack of organization) of the communities that may be
affected. Unfortunately, such information is almost
totally non-existent. Our knowledge of the Yukon at
this time is not nearly complete enough to provide the
basis for a detailed, comprehensive, or sensitive
evaluation of the pipeline’s potential impact.
Nonetheless, this Inquiry has made a preliminary effort
to establish a foundation on which future research
might be built. Our suggestions for the directions of
future research appear at the end of this chapter. They
are derived from the submissions of witnesses who
appeared at the formal hearings, and from the
expressions of hope and fear about development that
we heard at the community hearings.

The Changing Population

One of the subjects most commonly addressed at the
community hearings was that of previous experience of
developments in the Yukon, and the changes or
disruptions they had caused to people’s lives. The
Yukon is no stranger to development; the region has
experienced cycles of boom and bust, with great
fluctuations in population, since the days of the gold
rush. We suggest that social impact of the proposed
pipeline should not be considered only in terms of
numbers of people affected; however, it may be useful
to examine briefly the relation between past
developments and past population increases and

declines in the Yukon. This provides a context in which
to place predictions concerning the possible effects of
construction-related in-migration as well as some
background to the attitudes the Yukoners hold today
toward these developments.

For the past 80 years, the population of the Yukon has
experienced some dramatic fluctuations. During the
gold rush, the population increased from 5,000 to
40,000 almost over night; it then declined to 8,500 by
1911 and remained relatively stable at 4,000 to 5,000
through the next three decades, until 1941 when
construction of the Alaska Highway began. Between
1941 and 1951, the population doubled. Mineral
exploration and government-assisted construction
activities caused another increase, raising the
population to about 14,500 by 1961. For the next five
years, owing largely to military personnel and many
federal employees returning south, there was little or
no growth.

The latter part of the 1960s and the early 1970s
witnessed another surge in population growth brought
about by an increase in the number of federal and
territorial government employees, which now form
about one-third of the Yukon work force, and the rapid
expansion of the mining industry. These fluctuations
are almost entirely the result of changes in the size of
the White population. The Yukon Indian population has
remained relatively stable, with a recent natural
increase to an estimated 6,000.

The difference in demographic behaviour between
Indians and Whites means that, given both the natural
increase and net in-migration of Whites, the Indians
have become a much smaller part of the total
population than they once were. Moreover, in times of
economic boom and with associated in-migration, they
account for a smaller proportion of the total
population. These are the facts behind the fear
expressed by some Indian people at the community
hearings of losing influence in a society that is
undergoing heavy in-migration.

Attitudes Towards Development

Given the variations in size, age, and composition of
the communities, and the history of the fluctuations in
the population of the Yukon, it is not surprising to find
a wide range of opinions among Yukoners concerning
the effects of developments, such as the building of the
Alaska Highway and other highways, and of pipelines,
mines, and hydroelectric projects. The different
impacts of these many projects have left people with
differing views about future development. However,



one must also acknowledge that it is difficult to isolate
completely the cause-and-effect relationship between
these views. The almost total lack of research on the
effects of past developments makes retrospective
analysis of impact a risky basis for assessing impacts
in the future. On the other hand, we must take some
notice of the fact that individuals who are faced with a
prospective development will consider it in the light of
their own and their community’s experience with
similar projects in the past.

Many persons at the community hearings told us how
they regarded past developments in the Yukon. The
account of Father Henk Huijbers at Burwash Landing
puts past events in the context, not only of
development in the Yukon, but also of events beyond
its borders:

The man was the provider. He would go out catching fur
in the winter, hunting food for his wife and children. The
women were seamstress, making the clothes and
footwear from the skin their husband broughtin ... Then
suddenly, due to circumstances of war, a highway was
built. Men were requested to work as guides for the
Army caterpillars from settiement to settlement. Later,
they worked for the civilians that were finishing the
highway and followed up the Army. You can imagine,
after all these years, what a change that brought in the
way of these people. A change of living, a change in the
language, a change in culture, even a change in food and
clothes . . . the men were working from time to time, and
not in one place, Burwash, but also in the other
settlements along the highway, and due to the fact that
there was need for the wood to be cut for the camps that
were there partially or temporarily or even for five, six
months, the man went out and did the woodcutting. The
families came closer to the highway, left the bush, left the
trap lines.

They were very happy people in the bush, but soon there
was no more work available. They always had to return
... because the trap line, and the hunting rights, and the
fishing rights gave them the facility to live their own life.
But suddenly, the year [1948] | came in, due to several
reasons, synthetic fur and others, the fur market prices
dropped out of sight. Even if the man went trapping at a
loss, at 25 or 30 cents, when you start counting the time
he goes, sets his traps, cleans his fur, brings his fur back,
and prepares it for the market, there was not 25 cents an
hour.

There was no subsidy available for traps . ... There was
subsidy available for fisheries. There was subsidy for
mining, there was subsidy for tote roads, there was
subsidy for transportation, but there was no subsidy
available for trappers. And that would have been the
time that the man, who knew what trapping was and who
knew it inside out, would have been able still — in that
time - to be the provider for his family.

What happened then? White men came out with a Family
Allowance. That was introduced . . . | believe in '48. The

man lost his role as provider, because the Family
Allowance automatically went to the mother.

Then the Old Age Pensions were paid, | believe '51 or '52,
| don’t recall anymore, | have signed many forms, but it
was around that time. Again, it took some activity away
from the man to provide for his families. So they hung
around the settlements and the highway. Quite often they
had nothing to do, because it was not worth while to go
trapping. Fur had no value. They started drinking.

The effect was obvious. Family break-ups, deterioration
of whole settlements, soul and moral downfalls. All there
was to do was to wait for the next cheque. Most of our
Indian people could not adapt themselves to a rapid
change in their way of living (12-1912-14).

Don Taylor, elected member for Watson Lake, spoke
from the slightly different perspective of someone living
in a town that exists because of the Alaska Highway’s
construction:

... Watson Lake has experienced and survived a great
many major developments and, in fact, it was the
construction of the Watson Lake airport and the Alaska
Highway that gave birth to the expanding community you
find here today.

Indeed, we once experienced a pipeline and a
bulk-storage facility here in Watson Lake, in connection
with the Canol and Skagway systems. Amongst the many
great developments of the North, we engaged in the
growth and construction of such complexes as Cassiar
Asbestos and Canada Tungsten. We have been directly
involved in the construction of all our trunk road systems
and have by experience, Mr. Chairman, shown our ability
and willingness to cope with such undertakings.

And | must add that, as a direct result of this experience,
our local economy has reasonably prospered and our
community has been substantially enriched by the many
people who came here to work and decided to stay on a
permanent basis. It was the very existence of these and
many more projects that made it possible for the
introduction of many new businesses and light
industries. With these developments came the
tradesmen, their skills, all of which was essential to local
and territorial growth and stability and has beneficially
contributed to our collective well being in this community
(16-2185-86).

Others spoke of their memories of the past as the
reason for their fears of the future. Mrs. Mary Charlie of
Ross River, speaking through an interpreter said this:

She says from past experience, when the pipeline was
going through here, when the North Canol was being put
through here, there was a lot of social problems
happened in Ross River. She says there was a lot of
people that still remember these happenings — what the
people did when they were coming through. She says
there was a lot of problems in the village. The people
were scared. The people had to move out and that she’s
afraid this might happen.
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She says that, a long time ago, when these people that
were building that line [they] were also chasing a lot of
women, and they were also chasing around kids, you
know, just young kids, and she says that there’s a picture
she has here of an old man — and | think he died — and
he, | guess he witnessed that, whatever was happening
here, and his wife is still living today yet.

So that’s why we don’t want to see this type of thing or
this pipeline and they’re afraid that this might happen
again. From past experience, these people [are] causing
a lot of problems, causing a lot of family problems in the
village, and they’re all so scared that this might happen
again. That’s all she has to say (21-2671).

At the Teslin community hearing, Ms. Georgina Sidney
read from a brief in which her aunt, Ms. Madeleine
Jackson expressed this view:

Before the highway went up there — up here in 1941 —
everything and everybody had a good life. Nobody got
sick or drink everyday like today. Maybe they would have
a drink now and then, but now as the bars and whiskey is
open to us, people drink every day. | sure wish it was like
the olden days. It sure was nice here in Teslin. Now they
want to build a pipeline through here and it will be — it will
get worse and worse (19-2424).

Others felt more confident that there would be benefits
from the proposed pipeline, but they, too, were aware
of the possible dangers, and were concerned that the
pipeline should be considered in a balanced
perspective. Mr. Ron Watson’s brief, read by his
daughter-in-law, Mrs. Ernie Watson, described some of
the projects that had taken place in Haines Junction:

Most of these projects had some effect on Haines
Junction as a community. They gave our small
community a taste of the boom-and-bust or ups and
downs that result from these developments. The refinery
shut down, the experimental farm was closed, and the
pipeline was shut down. All of these had a marked effect
on the social and economic life of Haines Junction. | cite
these instances to assure members of the Inquiry that we
have the necessary background to be able to assess the
Applicant’s proposal on its merits, at least as far as it
applies to our community.

On the positive side, each one of these activities assisted
the community to develop. They brought additional
permanent residents who required housing and other
services. They enabled the residents to build their own
community club and to provide recreational and social
activities for all residents of the area.

Additional people enabled us to establish our own local
improvement district and to provide water and sewer
services to our town. Business was able to expand as a
result of permanent residents, and our community
became less dependent on Whitehorse for supplies and
materials, and government provided additional services
to meet the needs of our residents. While we still lack
many of the services, we now at least have a good solid

base to develop from. With reasonable lead time, | feel
that our community could respond to the needs that
such a proposal as the pipeline would require
(13-1981-82).

At the same hearing, Mrs. Hilda Watson, member of
the legislative assembly for Kluane, commented on the
social benefits of past developments to the community:

Kluane National Park has located 26 families in Haines
Junction over the past four years. As a result, Haines
Junction has grown in size and social scope. There's
more involvement in common ordinary things, such as
Brownies, Guides, minor hockey, wilderness hiking, the
crafts, the library, music, the churches and so on. The
new families have had a positive social impact on Haines
Junction, and the maintenance personnel of the
proposed pipeline would also enhance the social
structure and social services of the communities where
they are to be located (14-2016).

One of the themes that ran steadily through the
testimony at the community hearings was that no
previous development had been regarded as an
unmixed blessing. Even those who felt that the overall
result of boom-and-bust developments had been
positive, took into account some of the negative
effects. Mr. Taylor of Watson Lake spoke of having
‘“survived,”’ and the Watsons from Haines Junction
carefully pointed out that they realized the need to
assess both negative and positive impacts of the
proposed pipeline. There emerged a feeling that the
net gains of the past may have had a random quality
about them. Mr. Jim Ryan of the Whitehorse Chamber
of Commerce told the Inquiry:

Yukoners have historically used crises to develop —
pipelines, railroads, telephone lines, electric transmission
lines — all of these have been on the Yukon scene for
years, and most of these past developments have been
put in place as a reaction to an urgency. The gold rush,
World War Il - it is obvious what they gave.. . . .

In fact, about the only systematic approach to
development was the Roads to Resources Program put
in place to encourage mineral exploration and
development — and it did.

Surely, it is time to encourage a systematic approach to
development that will give the Yukon use of its
resources, yet minimize future environmental disruption
(9-1477).

Along the same lines are the remarks of Mr. George
Shaw, who spoke at the Dawson community hearings.
He thought that controls would piay an important role
in permitting the Yukon to derive lasting benefits from
the pipeline.

... so that | feel personally, and this is the way I'm
speaking, Mr. Chairman, that a pipeline can give a lot



more than it takes, if proper controls are placed right
from the start. It’s no use after it gets going — once
something gets going — but before anything is
undertaken, these rules are applied or the laws are
created and applied strenuously.

If we go back in history, like I've mentioned, it's very
short history, 40 years ago. You see, had that road not
come through, that Alaska Highway, | don’t think we’'d be
sitting, all sitting in this room as we are now, because the
country would be — there would be no industry.

... without roads — the only industry could have been the
Mayo silver mines and the Dawson gold area, and that
would have been it.

Your population in Whitehorse would have been just
about the same as what it was then, maybe two or three
or four hundred people, except to serve the tourists that
come up. So that the same, in my estimation, would
apply to a pipeline (24-2949).

The association between past developments and the
proposed pipeline is apparent in almost all of the
foregoing remarks. For some communities and some
observers, the overall effect of past developments has
been good, and they are confident that they can use
their experience of the past to help them profit more
fully from any future development. Others expressed
their feelings that past developments had, on balance,
had a negative effect on them and their communities.
Yet they, too, stressed the need to learn from past
experience and to carefully plan for the future.

At Teslin, Ms. Georgina Sidney eloquently voiced her
concern on this subject:

We're uniting — like we were before, before the highway
came through. People worked together here, they hunted
together, they took care of each other. Now, no one is
taking care of it, and the next door neighbour — they
don’t care. We’ve got to have our pride back and we’'ve
got to stick together. If the pipeline goes through, it is
going to rip everything up. Like we're not stable right
now. We're just getting stable, and if that pipeline goes
through, it's just going to rip everything up (19-2428).
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