


opportunities to areas of the state that were previously cut off from new business
investment. Once again, | tip my hatto you, Jim.

The experience and leadership of people like yourselves will continue to be
crucial to our ability to meet the transportation challenges of the future. I'd like to
spend a few minutes discussing the Reagan Administration’s approach to meeting
that challenge. Generally speaking, the Administration has sought as much as
possible to place decision-making in the hands of those who feel the consequences
most acutely. Sometimes, that means pushing for the economic deregulation of a
particular sector of transportation. Other times, it means the transfer of
responsibility to either the private sector or another level of government. | am
proud to report that the Department of Transportation has been a leader in recent
years in privatization and federalism, with the sale of Conrail and the transfer of
Washington National and Dulles Airports to a regional authority. | plan over the
next 12 months to build on the excellent progress made by former Secretaries
Elizabeth Dole and Drew Lewis.

Economic deregulation has reinvigorated transportation industries that suffered
from stagnation when tangled in government red tape. One of my favorite
statesmen, Winston Churchill, once said, “Some see private enterprise as a
predatory target to be shot, others as a cow to be milked, but few are those who see
it as a sturdy horse pulling the wagon.” We in the Reagan Administration and those
of you in this room today know what pulls the American economy. That is why we
have been such strong advocates of economic deregulation in transportation and
other industries. But | want to emphasize that while we are granting our
transportation industries greater economic freedom, we are not granting them a
license to be less mindful about safety standards. Safety is, of course, our number
one priority. It has not been and should not be deregulated.

The economic deregulation of the nation’s airlines, railroads and motor carriers
has been one of the major success stories of the 1980s, saving American
manufacturers and consumers literally billions of dollars. A study by the Brookings
Institution estimated that airline travelers alone have benefited by about six billion
dollars per year in lower costs and more frequent flights. The people of North
Carolina are among those who have reaped tremendous benefits due to economic
deregulation, which led to major hubs being established at Charlotte and
Raleigh/Durham. Since deregulation, the number of passengers at Charlotte
quadrupled, Raleigh/Durham Airport has twice as many users and Greensboro has
had a 72 percent increase in passengers. Statewide, air service in North Carolina has
increased 162-percent since deregulation, making the Tar Heel State the nation’s
leader in air service growth. People who before who could not afford the luxury of
an airline ticket are becoming frequent flyers. Since passage of the 1978
deregulation act, the number of annual passenger boardings nationwide has grown
by over 192 million -- a 69 percentincrease.

To put it another way, economic deregulation of the airline industry is one of the
great populist reforms of this century. Ordinary Americans of modest means are no
longer limited in the means of transportations they use. In fact, one of the few real
“victims” of airline deregulation has been the intercity bus industry, which has lost
millions of passengers to the airlines. Airport terminals today have the same
“melting pot” feeling that bus terminals and train stations had a few years ago.

Economic deregulation has revitalized that once adying railroad industry. Rates
per ton miles have fallen significantly and service has improved markedly with
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best in U.S. aviation history. We will be hiring more controllers and more inspectors
in the months to come; continuing our $12 billion program to replace virtually all
the equipment and computer software in the air traffic control system and issuing a
number of new safety rules..

But I'd like to share with you a couple of comments on the state of America’s
aviation system. The first is from A History of Aviation by Loyola University
professor S.I. Rochester:

“During peak hours there could be as many as 175 planes simultaneously
airborne over New York terminals...crowded radarscopes, jammed posting
boards and nerve-racking situations were becoming commonplace..

“During the last four months.there were 452 near-collisions over the Continental
United States. One hundred of the incidents occurred over the nation’s 11
largest metropolitan airports.”

A well-known national magazine reports:

“The truth is that the air traffic equation is dangerously imbalanced; too many
planes and passengers; not enough airports and electronic gear; too few men
trained to control it. Everyone has his favorite villain for allowing this to happen
-- government, industry, commercial and private interests.”

You might suspect that these quotations were lifted from today’s news, yet
Professor Rochester is describing our aviation system in 1956. The second quotation
is from an August 1968 issue of Life magazine. So the problems we are experiencing
in aviation today -- and the intense media coverage and dire predictions of
imminent doom -- are not new. The only difference is that as a result of economic
deregulation and sustained economic growth generally, the changes are occurring
at a much faster rate than ever before.

Yet as you can see from the quotes | read a moment ago, the concerns we all
share today have been expressed since the early days of modern air travel. They do
not stem from economic deregulation. Even truough our skies are far safer today,
the issues and fears are the same. After five years as a senior official of the
Department of Transportation, | have concluded that while continuing to do all we
can to improve aviation safety on a day-to-day basis, we should reconsider the most
basic aspects of how the United States government addresses aviation safety issues.

While the aviation industry has gone through enormous change in the last
decade, the structure of the agency responsible for overseeing the industry, the
Federal Aviation Administration, has remained basically static for several decades.
Consequently, the FAA is caught in a qua?mire of outdated practices and
procedures which have hampered the best etforts of the men and women who
work there to carry out its mission.

Consider the manner in which the FAA buys new equipment for this nation’s air
traffic controllers. The federal rules that cover this procurement process are
complex and are subject to long, bureaucratic delays. So this means that even if
every step of the process is followed perfectly, these high-tech computer systems
that were state-of-the-art when we began the procurement process may be
technological relics by the time they are actually ready for use.
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contains an express preemption provision or there is some other firm and palpable
evidence compelling the conclusion that the Congressintended preemption...."

The new Executive Order does not mean an overnight, dramatic rollback of
federal involvement; but it will act as a significant brake on further incursions.

Federalism is not an abstract ideal. Rather, it is a highly practical arrangement
based on the common sense idea that solutions are best developed at the level of
?overnment closest to the problem. The reason for this is that information needed

or problem-solving in all of your individual cities and towns is most readily found at
the local level. You, as mayors, are in a far better position, on a wide variety of
issues, particularly with respect to transportation, to know and respond to the
needs of your citizens than we are in Washington.

Over the past fifty years, our adherence to the principle of federalism has been
eroded by the ever-increasing centralization of power in Washington at the
expense of states and local communities. A typical and useful illustration of this is
the federal highway program.

Until recently, the states traditionally had the leading role in administering the
federal highway program. Indeed, for most of the highway program’s history, the
federal-state relationship was based on state ownership of the roadways; state
responsibility for their construction and maintenance; and most importantly, state
initiation of highway projects. The federal government provided advice and
financial assistance. The state officials with their greater familiarity with local
needs and conditions brought accountability and responsiveness to the citizens who
pay for and use these vital assets.

The good sense of this arrangement is obvious. State and local officials are
using the local transportation network every day, so you know first-hand where the
problems are and how to respond most effectively. Your greater familiarity with
local needs and conditions has meant more accountability and responsiveness to the
people who pay for and use these vital assets. Rising to this important public trust,
the states have developed strong, competent highway organizations with the
technical and administrative ability to manage their own programs and to work
closely with municipal governments.

Historically, Congress recognized that the states were well-equipped to decide
their own priorities, and traditionally authorized the spending of federal highway
funds years in advance under a fixed formula -- so the states knew in advance what
federal aid they could expect. States then planned their projects accordingly.

As you are acutely aware, this self-discipline in Washington began to break
down several years ago, and has been replaced by a flurry of bills filled with
“demonstration projects.”

Until last year, we'd only seen thirty of these demonstration projects in the
entire history of the highway program. But in the 1987 highway bill, Con?ress
mandated that over one and three quarter billion dollars be spend on a total of one
hundred fifty two “demonstration” projects. That one point seven eight billion
dollars will only partially_fund construction of these projects: the rest will have to
come from the states and the federal government. The ultimate price tag for all
“special” and “demonstration” projects could be significantly higher. Just as
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Yet, even for the lucky cities, we can expect that in this day of large federal
budget deficits, the amount of federal funds earmarked for mass transit will be
shrinking. At the same time, the demand for transit continues to grow and to
change rapidly. The number of workers commuting from suburb to suburb is
already double the number commuting to central business districts, and that trend
is likely to continue. Meetin% new mobility patterns and delivering cost-efficient,
:'elialbiie selarvice to riders calls for strong and innovative leadership at the state and
ocal level.

Although the federal government’s role in transit will be secondary to yours,
we will do our best to work cooperatively with you to meet these new challenges.
The Department’s Urban Mass Transportation Administration has been working for
some time to encourage and assist cities to enter into public-private partnerships for
the delivery of transit services.

Privatization is an immensely practical tool that can increase substantially both
your flexibility as managers and your ability to deliver vital services as public
servants. Instead of having to balance the interests of constituents against those of
public employees, contracting allows a public official to shop for the best service --
specifically tailored for the job at hand-- at the lowest cost. You set the policy, you
set the performance standards, and you can fire the contractor if it doesn’t deliver.
Over the past three years, hundreds of communities have benefitted from
privatization and are enjoying substantial savings and improved service.

If | may leave you with one thought, it is that federalism works because
federalism is empowerment of those best equipped to solve problems. You, ladies
and gentlemen, represent the diversity of interests and aspirations of Americans.
You should consider the Administration’s promotion of federalism a compliment, a
vote of confidence in your abilities to make the best decisions that affect your
constituents. We in Washington should not be so arrogant as to think that we
know your communities better than you.

Yet, a consequence of a reduced federal role is more work for you. To the extent
we don’t intrude into your affairs, it means more decisions for you. To the extent
that federal money is withdrawn, that may mean an additional and more deeply
felt burden on local tax payers. To the extent the federal government doesn’t play
umpire, you may fear the intentions of an unfriendly state government -- especially
when a different political party from yours controls the state house. As a public
official myself, | know that political decisions can be terribly difficult and painful.
sometimes it is easier to blame the feds in Washington for a particular decision than
to take the heat yourself. Over the long haul, however, the convenience of a
scapegoat and a federal nanny will be outweighed by the steady erosion of your
discretion and authority as CEOs of your cities and towns.

You may lose a few battles with the state house along the way, but federalism
ultimately works to your benefit. More importantly, as public servants and
community leaders, you have a fundamental responsibility to step up as we step
back. | have every confidence that you will and that you will make a great
contribution in doing so.

Thank you very much.
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Most Americans probably don’t know how profoundly economic deregulation
affects their everyday lives. Yet, the case for economic deregulation is based on
some very basic principles about which all of us here today care very deeply. First, it
is based on a belief in limited government -- the founders intended that
government perform only certain functions specified in the Constitution. In fact,
some of them opposed the Bill of Rights because they felt that by outlining what
government could not do, they would create a false presumption that government
could legislate on anything else.

We all know that there are few things that the public sector can do better than
the private -- except perhaps produce paperwork. The evidence of the last several
years confirms that ridding American industry of burdensome and wasteful
economic regulations makes a substantial difference in our efficiency and ability to
compete in world markets. Transportation is no exception.

Back in the late 1970s and early 1980s, advocates of economic deregulation
promised shippers and travelers wider choices, greater efficiency, more competitive
rates and lower fares. Across-the-board, those promises have been largely fulfilled.
Few Americans realize just how much credit such deregulation deserves for the
decline of inflation since 1980, when it stood at a staggering 13.5 percent. Indeed,
the dramatic drop in the rate of inflation during the 1980s was at least in part a
result of the deregulation of two areas: oil prices and transportation.

The benefits of economic deregulation are probably most obvious in the U.S.
aviation industry. The number of passengers on U.S. airlines has increased from 278
million in 1978, the last year of all-out economic regulation, to 450 million in 1987.
Why? Because it's cheaper to fly. The deregulation of airlines in 1978 cut fares per
passenger mile nearly 20 percent in real terms. The reason for this is clear.
Deregulation frees suppliers -- in this instance the airlines -- to compete for
passengers and cargo.

Economic deregulation has revitalized what was once a dying railroad industry
in this country. Since 1980, railroads and shippers have entered over 45,000
contracts tailored to the specific needs of individual shippers. Today the railroad
industry is yielding a 4 percent return on equity. Now that might not seem like a lot
when compared to some other industries, but considering the fact that under the
shackles of regulation, nearly one quarter of all the track in America was involved in
bankruptcy proceedings in the late 1970s, | think this is a remarkable turnaround.

As most of you know, the sale of Conrail would never have been possible
without deregulation. Created as a ward of the state in 1976 out of the ashes of
seven bankrupt rail companies in the Northeast and Midwest, Conrail became a
profitable, publicly traded, privately owned railroad last year. It doesn’t serve as a
drain on the U.S. economy. It is now accountable to its consumers and responsible
for its own success. By the way, former Secretary Elizabeth Dole structured the sale
in a' way that produced $1.9 billion in proceeds to the government. | should also
note that CSE played a critical role in persuading Congress to let her sell it.

The same kind of progress under deregulation is occurring in the trucking
industry. The Motor Carrier Act of 1980 has resulted in lower rates; in fact, a recent
study indicates truckload rates have dropped by 16 to 25 percent in constant dollars.
It's not surprising that several states such as Florida, Arizona, and Maine have
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An even more immediate concern is the so-called "Airline Consumers Bill,” which
has now passed both houses of Congress and is awaiting conferencing. It's true that
consumer satisfaction with airline service is low, but reregulation won’t solve the
problems.

We've taken a series of measures to cope with the growth in demand for
aviation services. Our long-range National Airspace Plan encompasses the expansion
of the nation’s airspace and airport facilities to accommodate the steady growth of
air traffic. In the meantime, we've implemented a new consumer information
requirement designed to provide passengers with information about the major
airlines’ on-time performance and baggage handling records.

In response to the new consumer rule and several other initiatives, delays and
consumer complaints began to drop late last summer. Delays were down 28 percent
over the last six months of 1987, compared to the last half of 1986.

Reregulation, however, would take us in precisely the opposite direction. Let me
cite just a few of the major problems with the House bill. First, the House bill would
require DOT to impose labor protection provisions in the case of future airline
mergers in many cases. That provision could result in cases where weakened carriers
must limp along on their own until they declare bankruptcy, with the inevitable
result of a loss of all jobs. Second, the bill would require capacity controls at the
nation’s busiest airports. Airports as small as Dayton, Ohio’s could have their
capacity restricted. The bill would also set scheduling standards and require airlines
to give free tickets as compensation for late luggage. Each of these regulations will
ultimately be paid for by the consumer, and may severely threaten the opportunity
for budget-minded travelers to fly, while also hurting smaller, regional airlines and
the cities they serve.

So we need your help in educating Congress and the American people on the
perils of economic regulation of the airlines. We also need your continuing
assistance in stating the case for the Staggers Act too. If we allow for a return to the
days of economic regulation, then we would be trashing all the benefits of greater
prosperity and lower prices that American consumers have come to enjoy over the
pastknine years. We would also jeopardize further our ability to compete in global
markets.

President Reagan came into office in 1981 with a new vision. Against the litter
of failed programs and promises, the President offered an agenda of lower taxes,
reduced federal controls, and greater state prerogatives and economic freedom for
individuals. His vision is in large part responsible for 61 months of uninterrupted
growth. If we want to continue on this prosperous journey into the 1990s, we
should not follow the detours and backtracking of doomsayers whose predictions
have repeatedly proven grossly wrong. Rather, we should stick with the principles
ff a Pgresident who has helped revive America from the economic paralysis of the
ate 1970s.

There is too much at stake and we have come too far to relinquish our gains in

economic deregulation. Edmund Burke once wrote that all it takes for evil to
triumph is for good men to stand by and do nothing.
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the national government and the states that was intended by the
Framers of the Constitution.”

The President’s new Executive Order is more than simply a verbal
reaffirmation of a traditional American principle of government. It has
real world consequences, Among the Orders’ directives, all of which
legally bind the actions of federal executive agencies, any new policy or
regulation proposed by an Executive Department must be accompanied
by what can be called a “Federalism Impact Statement.” This
federalism assessment must identify the extent to which the proposed
{)ohcy or rule imposes additional burdens on states as well as the extent

o which the policy would interfere with state sovereignty.

In addition, the new Executive Order requires executive departments
to interpret federal statutes as permitting the preemption of state law
“only when the statute contains an exll)ress preemption provision or
there is some other firm and palpable evidence compelling the
conclusion that the Congress intended preemption....”

The new Executive Order does not mean an overnight, dramatic
rollback of federal involvement; but it will act as a significant brake on
further incursions.

Federalism is not an abstract ideal. Rather, it is a hi%hly practical
arrangement based on the common sense idea that solutions are best
developed at the level of government closest to the problem. The reason
for this is that information needed for problem-solving in individual
states, cities and towns is most readily found at the state and local level,
You, as state legislators, are in a far better position, on a wide variety of
issues, particularly with respect to transportation, to know and respond

to the needs of your citizens than we are in Washington.

Over the past fifty years, our adherence to the principle of federalism
has been eroded by the ever-mcreasm% centralization of power in
Washington at the expense of states and local communities. ‘A typical
and usetul illustration of this is the federal highway program.

Until recently, the states traditionally had the leading role in
administering the federal hlﬁhwa program. Indeed, for most of the
highway program’s history, the federal-state relationship was based on
state ownership of the roadwags; state responsibility for their
construction and maintenance; and most importantly, state initiation of
highwa;lz projects. The federal government provided advice and
financial agsistance. The state officials with their greater familiarit
with local needs and conditions brought accountability an
responsiveness to the citizens who pay for and use these vital assets.

The good sense of this arrangement is obvious. State and local
officials are using the local transportation network every day, so you
know first-hand where the problems are and how to respond most
effectively. Your greater familiarity with state needs and conditions
has meant more accountability and responsiveness to the people who
pay for and use these vital assets. Rising to this important public trust,
you have developed strong, competent highway organizations with the
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