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I want to spend a minute talking about the '80s, and the basic 

questions of energy and the eronomy. That is where this Congress has 

been for the last several years and where it is going to be for the next 

few, at least. Those sane issues -- energy and the economy -- cnrrprise 

a test that ought to be applied to the cepartrrent over which I hold 

trusteeship for the norrent . 

During a period in whidl we must make the transition away fran wasting 
half of the energy that we use, which rreans that we are in effect wasting an 
arrount alrrost equivalent to what we import, it is at least clear to this 
Secretary that we are in badly need of a cxmservation strategy. It has 
beoorre fashionable to talk about it as an energy conservation _strategy 
but that is not in fact what I would like to suggest to you is our problem. 

Fbr the first ti.me sinCE World War II, we are - as I see it - a 
capital-short nation. In all of the arguments that are going on in this 
body and elsewhere in the governrrent about the .size of the Gross Nation?]. 
Product or federal budget as a perCEntage of the GIT' -- the question of 
tax cuts for ina:mti ve for capital fo.rmation and all the rest of it -- I 
think are ducking one basic isstE. We are going to be a capital-short 
oountry for the first tine in a long tine and that capital shortage is 
going to require all of us to rreasure the rroney we si:end, the credit we 
lend, whatever it is that we do in the governrrent, against a sonewhat 
di:ferent yardstick . 
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• As you probably kno.,;, in the budget of the tepartnent of Transportaticn, 

we include the budgets for the Cbast Guard, Federal Railroad Administration, 
Urban Mass Transit Administration, Federal Highway Administration, Federal 
Aviation Administration, and a nurrber of others in which capital is either 
provided directly by Cbngressional appropriation or by sare instrurrent of 
credit such as a guarantee. In the case of the FAA, for example , we 
guarantee the purchase of sare airplanes. 

There is no national "capital" budget; there isn't even a national 
transp:,rtation capital bud;et, let alone a national public works capital 
bua;et in which any sound effort can be made to rreasw:e the outp.it in the 
emncrny frcm building whatever is built as well as the jobs from that acti
vity. 

So, we cbn' t rreasure , for example, that the railroads in this o::>untry, 
whicn are critical to the novernent of ooal and the export of grain, are 
making two-thirds of their revenm an 20 percent of their miles of track, 
a_re getting less tha11 three perrent return on their investrrent (maybe 
closer to two or even one), and aren't attracting capital. And everytirre 
we have hazarcbus wastes dumped off a railroad track sorreplace, sorrebody 
sa:_;s get your inspectors out there and cb a l:etter job of inspecting 
t..-ie tracks . 

It isn' t a problem of inspection. It's a problem of railroads and • a problems of capital, which is scarce every place . The solution to 
attracting capital is not necessarily to bring it into the federal budget , as 
you kno.,; perhaps better than anyone else . 

If there is going to l:e a strategy or strategies built to awroach 
the problem of scarce capital, I think part of that responsibility will lie 
with the cabinet officers serving in this Administration to develop sare 
way for you to see what the ch:)ices are going to 1::::e. This is not a plea not 
to push for special projects in Ccngressional districts . 

It is done rather with a hope that you will enoourage some kind of 
broader rreasurenent structure so that at least if sc:rrebody tells you no, 
t..'riey can give you a decent reason or if they say wait , that there is 
scr.e reason w::-.y . 

We are trying to use transp:,rtation as an integrating thread in the 
eronomy. That is not a new role for transportation. It is rather that 
vA: are awroaching the tirre when the follo.,;ing things oonfront us: we 
have a trillion dollar highway asset in the lhited States which is not 
depreciated for maintenance or replacerrent. It is literally capable within 
a very short period of tine of going the way of the railroads in t.>ie 
lhited States. The differena: is that we ONI1 the highway system but ~ 
just cbn' t have a rrethod of making sure it is 1::::eing taken care of . 

• 



• 

• 
. . . . . . . . . . . . . . .............. 

··••·········· 

.............. 
······ ·······-
:.·:::.·.·.-::.·::.-

tt;"~fili 

Sfil\l 

;l~I 
• 

. ' 
- 3 -

'Ihe reason is that ours i s a system of greater or lesser fed:ral 
interest, and as a oonsequenre or lesser local res:i:onsibility we have 
finanred a substantial arrount of roadbed oonstruction in the lhited States 
but we have not provid:d adequate funds to ensure its maintenanre . I say 
this in light of the current si tuatio:i in whim there a:mtinues to be 
trerrencbus pressure to build new segrrents of Interstate. 

We spe1t $60 to $70 billion on the first 90 or 92 percent of the 
system. '1-e are going to spend 50 to 60 billion an the last eight percent 
to complete it. As the Trust Fund system is now organized we do not 
have the noney to give state and local govemrrents moires about whether 
they build the next mi.le or take care of the first 50 that -were finished. 

I think that ip i.np:>rtant to all of us . It ' s not just a matter of 
o::>nvenience to notorists. It is not only a question of longer life for 
urban buses and I might add that the life of the New York City fleet is 
inpaired by the rondition of their streets . As a transit person, therefore, 
you do not necessarily o::>rre out against good streets and roads. 

These facts illustrate that we are in a position wrere we have 
to make choires. For the first ti.rre since the Trust Fund was created for 
highways this year we will sp:md nore m:mey out of the Trust Fund than we 
will take in. 'lhere are no free lunches. We need to make our choires 
carefully . 

I want to talk for a minute now about transit and again I am trying 
to su;gest to you that und:rlying all of this there is a oonservation 
strategy which is to take care of what we own before we just assUITe we can 
bite off nore and pay for it in the future. 

Until recently we had a regulaticn in the lhited States which said that 
if a city' s transit buses were 12 years old, when the fed:ral government 
gave m::ney to a local jurisdiction to provide replaCErrent buses , the city 
had to sell its old buses and pay 80 percent of what they received for 
scrap value to the fed:ral governrrent. 

The oonsequence of that has been fairly obvious. If you kn:,,.; about 
transit rraintenance , you will krx:,w that at sore :i:oint -- sorre,mere around 
year 10, 11 or 12 -- maintenance was no longer the concem. Getting 80 
percent rroney to get rid of a bus was better than spending a lot of lal:x:>r 
noney to keep it U!:). Greyhound and Trailways by contrast, were pushing 
the lives of their bus equiprent far beyond the 12th year . 
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We have a transit fleet in the United States that , by the way, is 
also way beyond 12 years in many plaoes. Nonetheless, we a::mtinue to 
provide incentives not to care for what we own but to get rid of it. 
Cne gets the sense from that sort of thing that capital is really not 
scarce and that assets are rrore easily replaoed than taken care of. 

. ' 

• 
\-e have issued new regulations, no,; out for oorment , whidl will provide 

the OP?)rtunities for government to award grants for rnaintenanoe to bring 
up transit fleets, either for current use of to rrothba.11 them for use in tirres 
of emergency, snc:M stonns, energy shortages , or even just the o~rti.mi ty 
to take a substantial part of the fleet off the road for a tirrE to do pre
ventive maintenanoe. 

'1-\hile those regulations are out, the therre oontim.Es and the habits 
oo::1ti.,ue to run through very mudl of what we co. 

The p:::>ints I want to make are first: we must develop a policy 
00::10=.r:--..i~ t.,e federal governrrent ' s owners~i? and mainte:1a'ice resp::,nsi
bili ties; seoond, we rm.1St put into law the incentives to cb t.11at because 
sceecies cbn' t take care of it; and third, we must make hard decisions in 
the invest:rrent of the reroaining capital tJiat occurs at t.~e margins of 
oplX)rt\zu ty because no part of the budget is ever going to be free. It is 
going to be tightened and chewed up tremendously by the need to take 
care of w:"1.at we own. I think we need to aP.?lY very rigorous tests to • 
what it is that we want to buy . 

I: I were gue.ssing today, I would tell you t.hat it is probably nost 
critical that tl1e freight railroads in the lhited States are i.nproved in 
the next decade. If the freight railroads don ' t i.nprove, they will be in 
the Treasury, even as they are no,;, for several billions of dollars a 
year. Eehind CbnRail and the Milwaukee and the Rod< Island, we have four 
or five nore roads that oould tip without rail refonn legislation. If 
we don't get t:1at kind of i.nproverrent we will not rrove t.,e ooal or export 
t.rie grain as efficiently as we should. 

Tl"E infra- structure efficiency of the rountry is esse.,tially an 
inflationary i tern. It's just adding oosts. mytirrE anybody has to wait 
b a !:large at Alton I.od< and Dam 26 on the Mississii:pi for a day to go 
t.;'1roug:1, you pay t.l-ie oost of that in the product; it isn' t free. AnytirrE 
you rrove ooal at 35 miles an hour instead of 65 miles an hour, the ccnsurrer 
pays for t.~e oost of rroving the trains JIDre slo,lly. It ' s a productivity 
issU:. So I think it is critical. 

T.-le last point I want to make is this: the errergenre of sare kind of 
a a:ihesive philosophy about investrrent in capital and conservation of what 
we a,.,n has to be rreasured against sorre national objective. I v-0uld 
lL~e to close by suggesting that it is essentially a fairly simple ore in 
my view. The objective in the ' 80s is going to be a nove from energy 
oo:;::endence to inoo:;::endenc:e while trying to develop jobs in this oountry . • 
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This rountry, while it cbes not have the fear of inflation that 
Germany cbes (and that may be unfortunate) because of what happ:!ned 
during the Weimar republic, and cbesn' t have the a::mni t:rrent to a lo.,1 

unemployrrent that Japan or sore of the Western European rountries have,· 
still is driven by oot.'1 to scxre extent. imle we are focusing today 
on inflation, even to the extent of oonceivably creating unerrploy-
rrent to solve it, it should be understood that there is the possibility 
of a::,ming through this transition on energy without our industrial base 
intact. 

And let rre give you the depressing sCEnario for the norrent that I 
happen to believe is very possible. last rronth the Japanese sold rrore 
cars in the United States than Ford, Olrysler and Arrerican M:>tors put 
together. Irrrforts took about 27 percent of the Arrerican market and 
the Japanese had rrost of that. 'lhis non th, we believe, the imports may 
hit 31 peroent . 

'Ihirty p:roent of the Arrerican market over an extended period of 
titre represents an inability of sore parts of the Arrerican industrial 
infrastructure to ronvert theI1Eelves to the production of energy 
efficient cormodities. Clearly, it may have that impact in sectors of · 
the autorrobile industry. But 50 to 60 percent of the high profit 
i terns that steel sells is to the autcm:bile industry. That's an indus
try that's already sick. ' Sare of you may be from districts where you 
feel it. 'Ihat sarre industry that is already in trouble is looking to 
take 800 to 1,000 pounds of iron and steel out of every new autorrobile. 

No..,,, is the request going to corre for rrore plastic? We are not 
sure. For rrore aluminum? For those of us from the Northwest, who 
know the ratios of energy demand to the number of jobs, we' 11 be curious 
about the outcorre on that. 

But the real question is, will we have work? We have 200,000 
people out of ..ork now in the auto and related industries and it is 
possible we rould add another 50,000 to 100,000 people f t.hat industry 
over tirre not because of any eoonanic policies of the United States 
gove:rnrrent but because of an energy broadsid.. against a particular 
segrrent of our industrial base. 

Approximately a seventh of the work force of this country is tied 
up in autard:>iles and all the infrastructure of the U1ited States' ero
nomy that supports it or is related to it. It is not a mile ma.'"1?1ered 
sort of Ccngressman, I suspect, who would be able to withstand the kind 
of pounding that results from unerrployrrent in his district as auto 
plants or steel plants or rubber plants shut dc:Mr1. I think we also need 
to recognize that this transition to efficiency has brought sorre to call 
for the 50-oent gasoline tax which, in tui::n , would have the effect in the 
marketplace t.1-iat those wro propose it wanted to have, whidl is rnassi ve 
unemployrrent . 
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An Arrerica that is not at work is a oountry whose political system 
will not function vecy well. It will not function well whether its :i;:eople 
are put out of work by its govenurent ·on ?,l!'FX)se, or are put out of v.0rk 
because the governrrent cbes not care enough to take care of th::m. 

No.v, I cbn ' t have any easy answer to this. I hai:pen to subscril:e 
to the balanced budget. I think it is critical in order for us to have 
the ability to cb what we need to cb to stimulate nore planned investrrent. 
But the toU:jher question is where does the govenurent spend its capital? 
I am talking about its credit guarantees, its direct outlays or, as far as 
that goes , its political capital, its energy and its tirre. And I think 
the place we will have to spend it is in the redeveloµrent of a national 
visia1 arout what kind of an econany we are going to have and wheth:r we 
are prepared to l::>e an exporting rountry again, and what it will take for 
us to get there. 

Still it is an exciting tirre because we are at the end of a period 
in the rountry ' s life in whiC1 we rould take for granted a lot of good 
things that we 0=veloped. But it is not a p:riod of tirre that is going 
to l::>e easy for p:ople here who are forced to make vecy tough choices. 

With that, I would be happy to talk arout anything that's on your 
mind, even politics. 
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