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Secretary to devise a plan to sell the government's interest in Conrail.
The Secretary's decision would be final unless both houses exercised a
legislative veto within 60 days. That was in 1981 -- five years ago. Since
the Supreme Court struck down the legislative veto mechanism in the Chadha
case, we were forced to seek new legislation from Congress to approve the
deal. After NERSA passed, three years of extensive consultations with
Conrail's management, labor unions and other interested parties took place.
The Department hired an investment advisor and conducted a competitive
bidding process.

In February 1985, Secretary Dole recommended to Congress that Norfolk
Southern purchase Conrail for a price in excess of $1.2 billion, with a rich
package for Conrail's employees and major concessions to competing
railroads. The parochial economic interests affected by the sale
immediately set off a chorus of howls still reverberating around Capitol
Hill. The Washington Post reported last Monday, for example, that residents
of Western Maryland oppose the sale because CSX has threatened to sell or
abandon its Baltimore and Ohio lines if Congress approves the sale of
Conrail to Norfolk Southern. Others fear that the sale will boost the
fortunes of ports in New York and Virginia at the expense of the port of
Baltimore, while the Virginia port interests fear a loss of business to
Baltimore. And the 1list goes on, with literally thousands of companies all
over the country supporting one or another alternative, strictly on the
basis of perceived relative advantages. While we have convinced a
. substantial majority of the Senate to view this issue as it should be
viewed, as a major national policy question, we still have to get the
Conrail bill through the House.

In terms of privatization efforts and the workings of the U.S.
Congress, however, my favorite story concerns the Department's proposal to
transfer our major transportation research center, TSC, to the private
sector. TSC is located in Tip 0'Neill's district, and the reaction to our
proposal was language in our appropriations bill last year saying that it
was against the law to spend one cent even thinking about such a subversive
action.

The bottom 1line in all this is not to dampen your enthusiasm for
privatization, but merely to suggest that sometimes half a loaf is better
than no loaf at all. This may mean, for example, that when we get rid of a
program or activity that the federal government has no business being
involved with, we transfer it to a state or local government rather than the
private sector. At DOT, we sold the Alaska Railroad last year to the State
of Alaska for $22.3 million. And our 1legislation to sell National and
Dulles Airports to a regional authority has been voted out of the Senate
Commerce Committee. Administrations have been trying to get rid of one or
both of these airports since the 1940s, and Secretary Dole has made far more
progress than ever before. Both the Alaska Railroad and airport transaction
are the "new federalism" in action, but neither is pure privatization. On
the other hand, attempts to fully privatize in either case would immediately
suffer the same fate as our bright idea about TSC.
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