


In February 1987, Eastern Airlines’ new owners agreed to settle $9.5 million in
penalties which had been assessed by the FAA against Eastern prior to Texas Air
Corporation’s assumption of control. Pursuant to this settlement Texas Air
Corporation and Eastern Airlines agreed to establish the basic internal
recordkeeping and monitoring system necessary to ensure compliance with the
Federal Aviation Administration’s safety standards.

Today the FAA Administrator has announced the assessment of $823,000 in new
penalities and his decision that Eastern Airlines needs additional, continuing
scrutiny. This sequence of events raises the question of whether the management
of these two companies is disposed to comply with the safety rules applicable to air
carriers.

After the application was filed on February 29 seeking our approval to create a
separate company for the Eastern Shuttle, | d%rected my staff to undertake an in-
depth review of Texas Air Corporation and Eastern’s financial circumstances in the
context of that proceeding. | took this action because of my concern that this
transaction, together with a series of earlier transfers of Eastern Airline assets,
might have an adverse impact on the airline’s viability. Since a federal district court
has ordered the withdrawal of that application, such a review must now be
conducted through another process.

Additionally, the Department’s Policy office recently submitted to me an
assessment of Texas Air Corporation and its subsidiaries which concluded they are
under substantial, increasing financial pressure, having suffered record losses since
the beginning of 1987. A filing by Texas Air Corporation a few days ago with the
Secmities and Exchange Commission further revealed the details of these financial
problems.

| want to emphasize today that this investigation is preliminary and we will
withhold judgment until it is completed. However, | want to make equally clear
that the FAA Administrator and | will not hesitate to take whatever action is
warranted to assure those who fly on airlines controlled by Texas Air Corporation
that all federal requirements are being fully met.

Thank you.
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As Admiral Yost said in his remarks, the HU-25 gives us a big edge in the
continuous strugg!- to stop the flow of drugs entering this country by way of air
and sea. Its new se: sor system gives the aircraft day and night vision in all types of
weather, which gre=tly enhances the Coast Guard’s ability to intercept, classify and
track suspect maritime and airborne targets.

This Administration was the first to make the “war against drug abuse” a
national priority, and the Coast Guard has played a key role. Last year alone, the
Coast Guard seized shipments of cocaine and marijuana that had a street value in
excess of $3 billion. And earlier this year, in the second largest seizure of marijuana
in West Coast history, the Coast Guard seized 22 tons of marijuana bound for San
Francisco, with a wholesale value of $56 million.

Although our recent successes are impressive, the battle is far from won.
Cocaine use in the U.S. is still on the rise, and it is mostly smuggled into this country
by air. The men and women of the Coast Guard who are out on the front lines
actually intercepting the drugs are literally putting their lives on the line; they
deserve the best equipment available to do their jobs.

| hope Congress will work with the Administration to ensure that this vital drug
interdiction mission of the Coast Guard, along with its search and rescue and other
duties, are not adversely affected by a budget shortfall. Right now, cuts by Congress
have reduced routine Coast Guard duty patrols by more than 50 percent. President
Reagan has asked Congress to immediately reprogram the funds needed so the
Coast Guard can resume normal operations. His fiscal year 1989 budget request
would increase the Coast Guard’s operations budget by another 11percent, which
would mean that next year the Coast Guard would be able to capture an estimated
240,000 more pounds of marijuana and 2,400 more pounds of cocaine. Each
seizure, no matter how small in size, is significant.

At the Department of Transportation, we are also moving aggressively to attack
the “demand” side of the program by randomly testing our employees and by
issuing regulations to require testing for key safety and security-related staff
throughout all modes of transportation. Once again, the Coast Guard has led the
way through random drug testing of its military personnel since January of 1983.
The percentage of those testing positive has dropped from 10.3 percent in 1983 to
2.9 percent last year.

The newly equipped HU-25 Interceptor is a major boost to the Coast Guard'’s
interdiction capabilities and should be taken as further evidence of our
commitment in the war against drugs. Drugs are a fundamental threat to our free
society. As important as these planes will be, they are just one facet of what must
be a sustained, all-out attack on both the supply and demand sides of the drug
menace.

Thank you.
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As you know, the fatality rate is one of the most widely accepted measures of the
trend in traffic safety. An increase or decrease in the rate can mean a difference of
thousands of lives. There were just over 46,000 Americans killed on our highways
last year, which is tragic by any standard. But if fatalities were still occurring at the
t1)980 ;'_ate, the death toll would have been 17,000 higher. Both numbers are mind-

oggling.

Another mind-boggling figure is just how much we Americans drive our cars,
trucks and motorcycles -- over 1.9 trillion vehicle miles in 1987, up 25 percent from
1980. But despite that enormous growth, the 1987 highway fatality count was
about 5,000 less than in 1980. So, even though we're driving more, we’ve become
much more safety-conscious. Clearly, the continued national push for safety belt
use and the national resolve to stop drunk driving have made a tremendous
difference in traffic safety.

Between 1982 and 1986, the role of alcohol in fatal crashes declined
substantially. During that time there was a 14 percent drop in the number of drunk
drivers involved in fatal auto accidents; and even more encouraging, there was a 26
percent drop in teenage drunk driving fatalities. All fifty states have adopted laws
raising the minimum drinking age to 21. | know AAA played a major role in pushing
legislation in every state. Although we should congratulate ourselves on these
successes, we must be mindful that only steady progress will rid our roads of the
drunk and drugged driving menace. So, we're not likely to see further progress, and
we may even lose some of our hard-fought gains, unless we redouble our efforts.

It is said that Americans have a short attention span, that today’s headlines are
tomorrow’s forgotten news. Well, when it concerns traffic safety, we cannot afford
to allow the American people to become complacent. Complacency often arises
out of a false sense of security. This mindset can quickly translate into deaths on
our roads. I'm sure all of us here know someone whose life has been destroyed or
irreparably damac?ed by a serious traffic accident. This deep sense of pain and
needless loss has devastated families in every community in the nation. We cannot
slacken our dedication to the cause of highway safety.

Despite an extensive public education campaign and more stringent drunk and
drugged driving enforcement laws, there are many in this country who still think
that one can drink and drive safely. A Justice Department study shows that
between 1970 and 1986, the number of arrests for driving under the influence of
alcohol or drugs jumped by 223 percent. The most drunk driving arrests occurred in
1983: there were an estimated 1.9 million, or one for every 80 drivers. in 1986, that
figure fell slightly to 1.8 million arrests.

Last month the Insurance Institute for Highway Safety and Mothers Against
Drunk Driving released a study that said about 1,600 lives were saved from fatal
crashes in 1985 because of new anti-drunk driving laws. The groups also said
another 2,600 probably would not have died if all fifty states had strict laws for the
swift and certain punishment of drunk drivers. Currently, in 23 states, a police
officer can revoke a drunk driver’s license on the spot if he fails a chemical test or
refuses to take it. This is one of the enforcement methods that has proven very
effective, and | hope its use will continue to spread.

One shocking statistic that grabbed a lot of press attention a few weeks ago was
the fact that one-quarter of those jailed for drunken driving in 1983 had consumed
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of motorists; total crash statistics from all roads and all states; alcohol involvement;
and numbers of vehicles and miles traveled on rural interstates in 1987 versus 1986.

We will continue to monitor the rural interstate data very carefully and will do a
complete analysis of all the critical factors that play a role in traffic fatalities. This is
essential if we are to know the full effect of raising posted speed limits. In the
meantime, however, we will do all we can to assist state and law enforcement
officials in the development of better ways to enforce all posted speed limits.

| know that AAA has a great interest in identifying future highway needs. We in
the Reagan Administration firmly believe that groups such as yours should play an
important part in decidin?1 where that future leads. President Reagan has
recognized, perhaps more than any other president in recent memory, that state
and local officials and ordinary citizens can do more to solve problems in their own
areas than a slew of bureaucrats and technicians in Washington, D.C. Therefore,
the President has made the principle of federalism a primary theme of his second
term. He rightly believes that over the years this principle has been abused and
eroded by an increasingly centralized Washington bureaucracy. Federalism is not
an abstract idea. Rather, it is a highly practical arrangement based on the common
sense idea that solutions are best developed at the level of government closest to
the problem. Until recently, federalism was the principle that was the foundation
of this nation’s highway system.

The good sense of this arrangement is obvious. State and local officials are using
the local transportation network every day, so they know first-hand where the
problems are and how to respond most effectively. Their 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, 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.

This self-discipline in Washington has broken down. Until last year, we'd only
seen thirty of these demonstration projects in the entire history of the highway
program. Butin the 1987 highway bill, Congress mandated that over $1.4 billion be
spent on a total of 152 “demonstration” projects. That $1.4 billion will not
completely fund construction of all 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 will be significantly higher. Furthermore, the Continuing
Resolution passed just before Christmas contained $100 million worth of
demonstration projects in addition to those in the 1987 highway bill.

Of course, not all demonstration projects are wasteful. There are those that can
be economic growth stimulators. However, money for these projects does not grow
on trees -- it comes out of funds needed for rehabilitating the country’s highways
and bridges, many of which are in a serious state of disrepair. With the
proliferation of demonstration projects, political muscle has ever more to do with
what projects are funded, and the relative merits of competing projects ever less.
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Before discussing some of the proposals of the task force, | want to emphasize
that although they signal progress, they are in no way designed to take the place of
fundamental reform of the FAA. The suggestion in two newspaper stories this week
that today’s announcement is intended to “fend off” reform legislation and protect
turf are false, just as are numerous other assertions in these “advocacy” pieces.

As | have made clear on numerous occasions beginning with my confirmation
hearings last November, incremental changes can make marginal improvements in
FAA's effectiveness and responsiveness, but they do not resolve the underlying
problem. Meeting the needs of this nation’s booming aviation industry requires
more far-reaching efforts. Specifically, | believe the air traffic control system and
the approximately 30,000 people who operate and maintain it should be freed from
governmental red tape that impedes the purchase of new equipment, inhibits the
development of modern personnel policies and creates chronic budget
uncertainties. To do this effectively requires moving the air traffic control system
out of the FAA and this Department. | have expressed reservations about
“privatizing” or giving “independence” to the safety regulatory side of the FAA,
but the latter is a relatively small percentage of its budget and personnel. Without
basic changes in how the federal government carries out its responsibilities in
aviation, the very able people who staff and maintain our air traffic control system
cannot be expected to keep up with a dynamic aviation industry.

However, as | said on March 9 in announcing the creation of the task force, while
the national debate continues on much-neeged basic reforms that will require
Congressional action, we must do everything possible to assure the American
people that the FAA is as effective as possible.

One of the recommendations that | think makes especially good sense is to
change the reporting relationships for the FAA's regions. The approach suggested
combines the best elements of a decentralized regional structure: improved
accountability to headquarters and a system of checks and balances for quality
assurance. The FAA's Regional Directors would become the Administrator’s
representatives in each of the nine operating regions. In addition, the regional
division managers would report directly to their respective Associate
Administrators. This would provide accountability from the field official
responsible for carrying out the program, for instance, air traffic, to the senior FAA
official responsible for a program.

Such improved reporting procedures for the program managers in the field will
assist the FAA to respond quickly and consistently to meet the rapid changes in the
aviation industry while bolstering our oversight of safety regulation. | believe the
regional changes, in addition to organizational changes in FAA headquarters, will
increase the FAA’s effectiveness until such time as more sweeping reforms are
enacted by Congress.

Although the recommendations do not overcome the fundamental problems
inherent in a government organization or mitigate the need for basic change in the
FAA, they are clearly a step in the right direction.

As | requested, the task force also recommended improvements in personnel
practices, procurement procedures, budgeting and rulemaking processes. A
number of these recommendations build upon Administrator McArtor’s Impact ‘88
program. These changes will begin to address the basic reforms which | am
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Clearly, the trucking industry has undergone major changes that require
modifications in the way it does business. Keeping this in mind, | share ATA's view
that it's vital that we expedite the implementation of the Motor Carrier Safety Acts
of 1984 and 1986 and ensure that the Motor Carrier Safety Assistance Program
(MCSAP) receives stable funding. Asyou know, MCSAP is one of the most successful,
visible traffic safety programs-.we have in place today. Forty-eight states and four
territories participated last year and it is continuing to grow. Thanks to MCSAP and
the Commercial Motor Vehicle Safety Act, during 1987 about one million driver and
vehicle inspections were completed. The Federal Highway Administration used to
inspect only about 36,000 trucks annually. Now that the states have assumed the
important task of roadside inspections, FHWA has been able to concentrate on
safety and compliance reviews of motor carriers. Last year, MCSAP implementation
also helped us take more than 300,000 vehicles out of service and pull more than
50,000 drivers off the road for violations of the Federal Motor Carrier Safety
Regulations. We're now better able to identify and punish the small number of
reckless and/or unqualified truck drivers out there on the roads who endanger the
lives of others and give the entire industry public relations problems. ATA's
lobbying in support of this crucial legislation was instrumental in getting it passed.

We have also made great progress in eliminating the misuse of truck driver
licenses. The Commercial Driver’s License Program of FHWA prohibits any
commercial motor vehicle operator from having more than one license and will
soon require that he pass both a written and a driving test for the type of vehicle he
will be driving. Since our single license rule went into effect last July, more than
35,000 duplicate licenses have been turned in by truck drivers.

Late last year the Department completed a study of heavy truck safety. The
study examined the role of brakes and other handling and stability features and
concluded that brake system performance could be a factor in as many as one-third
of all truck accidents. As a result of that finding, we began a research project to
address specific brake problems such as: insufficient braking capacity, poor front-
to-rear brake force distribution, brake locking, and poor brake maintenance. Later
this year we will begin a full-scale test of an entire fleet of trucks equipped with
anti-lock brakes. Over a two-year period, we will be evaluating these systems on
two hundred tractor-trailers under conditions of normal commercial use.

Another issue we are examining closely is the use of on-board recorders in lieu of
the truck drivers’ written log. We have already granted waivers to ten fleets to test
these devices and use them in place of logbooks. In 1985, the Federal Highway
Administration granted such an exemption to Frito-Lay, Inc., and the results so far
have been favorable. The on-board computers successfully record, store and
communicate key information regarding the condition of the vehicle such as oil
temperature, shifting sequence, fuel use and engine rpm in addition to the hours of
service and driver's record of duty status. Frito-Lay has been able to use the
computer to better manage its fleet and control costs. “The drivers have been able
to earn premium pay for good performance and, of course, no longer have to fill
out the logs. ’

Last month FHWA issued a proposed rulemaking to permit -- not require -- all
carriers to use on-board computers. As more companies move toward the use of
on-board computers, | expect we will see a substantial reduction in the burdensome
paperwork that has been a hallmark of truckers’ log-keeping in the past.
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Another issue that has a profound impact on the trucking industry is the
continued lack of uniformity in state taxation and registration requirements. It
costs your industry close to $1 billion each year simply for the paperwork involved in
following the state-by-state regulations. The National Governors’ Association has
recommended a series of steps called the Consensus Agenda to simplify state
taxation and registration requirements for trucks. There have been some positive
responses from states in establishing greater uniformity in mileage-based taxes,
one-stop operations that eliminate retaliatory taxes, and uniform fuel tax
reporting. FHWA funding promoting the Consensus Agenda officially ends in
September; but continued cooperation and input from the states will be crucial if
we are to find the best way to eliminate these debilitating constraints on the
trucking industry.

On the other hand, voluntary progress among the states has been very slow,
indeed, even with a considerable push from the governors themselves. Maybe now
is the time for a different approach. If you will recall, our current trucking
deregulation bill (5.1710/H.R. 2591) has a provision calling for a report by the
Department after two years concerning progress by the states in achieving the
uniformity endorsed by the NGA. The report would also contain
“recommendations” but does not call for outright preemption. If the trucking
industry really wants uniformity, it should use the governors’ findings as the
foundation for future efforts for progress on this important issue.

As the research-oriented arm of ATA, you have all spent a great deal of time
examining the impact that economic deregulation has had on the trucking industry.
| realize that we continue to differ on this issue, but we must also continue to talk to
each other about it. Yet as you know, more than forty states still requlate trucking
within their borders. Regulation in many of these states results in more inefficient
carriers and higher transportation costs for everyone. There are numerous instances
in regulated states where shippers have avoided the use of high-cost intrastate
carriers by locating their distribution centers across state lines from their populous
destination markets. For instance, companies have set up distribution centers for
their Texas markets in Louisiana, Arkansas, and Oklahoma. They can take
advantage of lower interstate rates even though they must use longer and less
efficient routes.

Elimination of state regulation of intrastate carriers would permit small and
large carriers to enter many state markets currently served by only a limited number
of carriers. In Texas, six large carriers tontrol about 93 percent of the freight moved
within thestate. The result is that Texas Intrastate freight rates paid by large and
ic,malll shippers are perhaps as much as 30 to 40 percent higher than interstate rate
evels.

| think the facts speak for themselves. Any remaining economic regulation of
the trucking industry is unneeded and undesirable. Economic regulation
suppresses managerial initiative and creativity and wastes valuable resources that
the trucking industry could employ more usefully in improving its productivity.
Further trucking deregulation would result in lower transportation and inventory
carrying costs for U.S. shippers.

These additional savings would improve the productivity and ability of American

industries to compete in both domestic and international markets. Because of
continued regulation, it is cheaper in some trades to ship goods from overseas than
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